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ASSIGNMENT CON TEXT AND RATIONAL  

One of the main pillars fo r having strong local industries , is to have a strong industrial 
infrastructure including local machine manufacturers able to support and serve the industrial 

sector.  In an effort to stimulate and promote the mac hinery and equipment industry, the Studies and 
Policy Support Unit (SPSU) of the IMC is a ssisting the Ministry of Trade and Industry (M TI) in mapping and 
assessing Egyptôs machinery and equipments sector. The output of this THREE Phase assignment will 
prov ide input for assistance to develop and modernize the original equipment manufacturers and increase 
the exports of this local industry through conducting gap analysis; Managerial and Technical for surveyed 
OEMs for those which have potential to develop. An d in a Later Stage ñImplementò an upgrading of the 
selected companies.  

ASSIGNMENT OBJECTIVES  

 

The Assignment will be implemented, as 
mentioned, in THREE PHASES. This Report 

cover ONLY phase ONE and TWO, as 
requested, Phase T HREE is to be implanted at 
a l ater s tage.  

Common Definition of an OEM : An Original 
Equipment Manufacturer -  OEM, is a  
company/Entity that builds products or 
components which are used in products sold 
by another company or Entity (often called a 
value -added reseller, or VAR). OEM Inclu des:  
Machine and Equipments Builder , System 
Integrators, Hardware Assemblers, Panel 
Builders, EtcéIn this Study we only 
concentrate on Machine Builders . 

STEERING COMMITTEE  

One of the major key success factors of this project was the existence of its steeri ng committee. Our 
company had regular follow up meetings, up to 10 meetings, with the steering committee; those meetings 
were on a one month intervals and were increased to be bi -weekly meetings when we arrived towards the 
end of the project. The Steering committee was headed by: Dr. Hany Louka, Representing Siemens Egypt.  
The Me mbers of the Committee were as f ollow s: Eng. Mostafa Ebeid ï Representing the Chamber of 
Engineering Industries. Eng. Abd El Hamid Shouman ï Being One the Biggest machine Builder in  Egypt. 
Eng. George Aswad ï Representing a Growing Machine Builder.  Mr. Ahmed Rizk ï Representing the IMC -  
Studies & Policy Support Specialist. Eng. Hossam Seif ï Representing the IMC ï Engineering Division. Eng. 
Tarek Biktash ï Representing the IMC ï Engineering Division.  

The Role of the Committee was very beneficial and productive it included but was not limited to: Giving 

Broad an d Specific Guidelines,  Facilitating our access to Primary Data: Contacts, Names, etcéFacilitating 
our access to Secondary D ata: Researches, Info, etcéProposing half way modification, orienting the 
project, Facilitating and smoothing meetings with Machine  Builders, proposing tools: like the 
benchmarking, the final cost benefits impact assessment, etcéFollowing up on and securin g the quality of 
the output, Rescheduling p riorities according to progress, Following up closely the progress of the project 
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and its building blocks.  At the end we would like to express our gratitude and show our appreciation to 
every member of the committ ee who made this project a real success with all the challenges it was facing.  

METHODOLOGY APPLIED FOR PHASE 1  

The following chart introduces the methodology and rationale employed in Phase I for the sectorial 
mapping and analysis:  

Primary Researches:  

¶ OEM side ï Machine Builder Mapping: A Primary Research ïone to one intervi ews - was done to a 
sample of 35  Machine Builder.  

¶ End User Side: Another primary Research was done on the End User Side ï a sample of 20.  
 

Secondary Researches:  

¶ Macro Analysis: Egypt Ex port Strategy and Trends.  
¶ Egyptian Machinery Imports and Exports.  
¶ Potentia l Industries: Food and Beverage , Pharmaceutical, Wood and Textile.  
¶ Benchmarking and Best Practices with: Turkey, India and Taiwan.  
¶ Institution s and their Potential Roles : Universiti es, Chamber, Associations, etcé 
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EGYPTIAN MACHINE BUILDER SECTOR MAPPING  

PRIMARY RESEARCHES  

In the Primary Research part of the assignment we performed Mainly TWO in -depth Researches:  

1. First One was on the Manufacturer Level -  The Machine Builders.  
2. Second was on the User Level ï End User of Machines  
  

MACHINE BUILDER PRIMARY RESEARCH  

Questionnaire Structure ï Machine Builder Primary Research  

The Mapping of the machine builders required  conducting a survey following one -on -one interviews with 
the screened co mpanies. The following questionnaire was used to collect the necessary data including:  

1 . Basic Info : Company name, address, contacts, Year of establishment, Production capacity and size, 
Age of production machinery, etcé 

2 . Market understanding and dynamics inc luding: Size, Customers export, growth, opportunities, 
competition, competitive edges, etc..   

3 . The Marketing Mix: Product Mix and its applications, Level of customization, Operation/automation 
type, etcéPricing and pricing methods, influencers, different costs, payments methods, etc.. 
Distribution: Selling process and Selling channels. Promotion Mix: Sales tools, catalogues, fairs, etcé 

4 . Production And Development: Source of design, records of designs, Source and origin of raw 

materials/components, Spare part s stocking, Maintenance, Production process, Quality assurance 
measures, etcé 

5 . Human Resources, Administration And Management: Number of staff, Breakdown of manpower, 
Organizational structure, HR management tools, Training and development.  

6 . Financial Status:  Capital investment, sources of Funding, Revenue growth, profitability, ROI, etcé 
 

Main Findings ï Machine Builder Primary Research  
Several Interesting findings were identified and some were even surprising one. Below is an extract of 
some of the most inte resting findings (further elaboration with a graph format can be found).  
GENERAL I NFO  

 

¶ About 60 % of the machine builders interviewed were established between 1991 and 2007, with only 
16% established before 1970. This implies that is relatively new and st arted growing with the boom 
in industrial sectors within the 1990s.  

¶ There is no real localization for the machine builders, with 50% being located in industrial zones 
while the remaining 50% being dispersed over Greater Cairo as well as other governorates.  The fact 
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that 50% of the machine builders are located outside industrial areas indicates that they still have a 
long way to go in terms of development. It also indicates that they are more or less individual 
entrepreneurial  attempts rather than real indus trial investments.   

¶ In terms  of production facility, the majority (67%) of the Egyptian machine buildersô facilities are 

above 500 m2 in terms of size, with only 14% having facilities smaller than 100m2. These smaller 
entities mainly depend on outsourcing most of their production to workshops and maintain only a 
small assembly and quality testing workshop.  

¶ In terms of production machinery, only 14% have machinery dating to the 2000s, with a majority 
owning machinery dating to the 1980s and 1990s.  

¶ Despite th e considerable production facilities, about 30% of machine builders produce less than 30 
machines a year, with 34% having no fixed annual production capacity. This is mainly due to the 
fact that most of the machine builders depend on incoming orders to pro duce, with a limited 
minority adopting annual production planning and/or batch production to utilize full capacity.  

 
MARKET UNDERSTANDING AND DYNAMICS INCLUDI NG  

¶ As for the sectors that these 
machine builders serve, about 
75% are in the packaging and 

filli ng machinery field, serving 
the pharmaceutical, chemical 
and food and beverage 
sectors.  

¶ Due to this concentration of 
machine builders in these 2 
sectors, special focus was 

given to these sectors in the 
secondary data collection side.  

¶ The outlook for the Eg yptian machine builders from their point of view seems to be positive with 
over 60% believing their respective markets to be growing while only 16% as declining.  

¶ A staggering 87% believe there is an 
opportunity for exporting their machinery to 
other coun tries, especially in the Arab World and 

Africa, with many of them having exported at 
least one machine. Arab, Europe, and African 
countries are mainly the top destinations, with 
86%, 21% and 7% respectively.  

¶ This indicates that the technology, quality and 
pricing of the Egyptian machines are competitive 
in the regional market.  

¶ In terms of competing in the local market, 41% 
of the machine builders interviewed have no knowledge of the local competition, while only 38% 
were able to name their main competitors.   

¶ The fact that the machine builders donôt really know their competitors indicates that the market is 
big enough to accommodate them all without actually feeling the impact of the local competition, 
which in turn indicates the huge potential for growth.  

¶ It  was noted that the way that a lot of the Egyptian machinery manufacturers start doing business 
with clients was by offering maintenance and upgrading services to customers for their existing 
machinery. Upon building the trust in their technical ability, t he machinery manufacturers can more 
easily convince customers to purchase their own machinery.  
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¶ In terms of import competition the major countries are perceived to be Italy and China both with 
31% followed by India 25% then 
Germany and Turkey with 22% 
and 19%.  

¶ As for the perceived competitive 
advantage versus their import 
competition, Price and After Sales 
Service are the highest 
advantages both with 28%, 
followed by quality at 22%. It is 
also interesting to see that 
Delivery Time doesnôt hold nearly 
any w eight with  end users as well . 

¶ Among the highest challenges facing machine builders, government issues and lack of support 
comes as number one with 38% and this includes taxation, regulations and procedures, customs 
and tariffs on components and raw materi als used in production.  

¶ Imported competition comes second with 31%, mainly due to the growing trend of Indian, Turkish 
and Chinese machines in the market, which are 

of comparable quality and competitive pricing.  
¶ Another major challenge facing the local 

ma chine manufacturers with 25% is the 
difficulty of acquiring and retaining qualified 
personnel for production and manufacturing 
purposes as well as sales and marketing, due to 
the necessity of having technical understanding 

when selling these machines. The availability 
and price stability of components and raw 
materials was mentioned by 22% of the sample 
as a major challenge.  

¶ In terms of their competitiveness, the main 
challenge facing the local machine 
manufacturers seems to be Trust in the Egyptian 

Product  and the manufacturers themselves with 
a staggering 60% naming this as the main 
competitive disadvantage.  
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THE MARKETING M IX   
 

¶ With respect to product type, a 
majority of 63% produces a 

standalone machine, while 
34% produce a machine that is 
part of a pr oduction line and 
22% produce components of 
machines. However, 16% of 
companies  researched produce 
an entire production line.  

¶ Only 38 % of the manufacturers 
produce a standard machine, while 25% offer both standard machines as well as customization 
upon req uest. 47% of the machine manufacturers produce only custom -made machines based on 
customer needs and requirements.  

¶ In terms of end product 
operation, 66% produce semi -
automatic machines, 53% card 

automated machines and 44% 
produce PLC automated 
machines. Only 28% of the 
researched machine 
manufacturers produce manual 
machines (The above 

percentages are overlapping due to the fact that some produce several operational types of 

machines).  
¶ The two main services offered by machine builders are after sales and spare parts with 75% and 
78% respectively. This falls quite in line with the manufacturersô main competitive advantage in 
their markets and seems to be a vital part of their offering. Only 56% offer product manuals for the 
machines they manufacture, which should be a necessity even the simplest machines.  

¶ When looking at the prices of 
locally manufactured machines, 

prices vary dramatically from a 
minimum of LE 1,400 to a 
maximum of LE 500,000, with 
the majority of machines (35%) 
priced at over LE 100,000.  

¶ In general the sales and 
marketing functions in most 
Egyptian machine builders are  
quite lacking, as many depend 
heavily on personal contacts 
and referrals for sales instead of 
effectively employing sales and 
marketing initia tives. Moreover, 

pricing of fin al products se ems 
to be more influenced by  
production inputs (components 
and raw materials), rather than 
controlled by the machine 
builders.  




