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Egypt gets ready to open new Suez Canal
Yasser Ahmed

Cairo

E
gypt has started its count-
down to opening an $8 
billion, 72-kilometre wa-
terway running alongside 
the Suez Canal, the world’s 

most heavily used shipping route, 
on August 6th after a year of intense 
work.

The project will allow two-way 
transits in the canal, which links the 
Mediterranean and Red seas, for the 
first time since its gala inauguration 
on November 7, 1869, four years be-
hind schedule.

The new passage, Egypt says, will 
make the 190-kilometre-long canal, 
a strategic maritime link between 
Europe and Asia, by reducing transit 
time from 22 hours to 11.

A major ceremony, which a host of 
world leaders is expected to attend, 
is scheduled for the opening of the 
new waterway, the largest economic 
project carried out under the presi-
dency of Abdel Fattah al-Sisi.

When Sisi unveiled the much-de-
layed project, he declared it would 
represent the “new Egypt” and 
would be built in one year rather 
than the proposed two years and 
that the project would be funded by 
Egyptians without outside financ-
ing. When the commander of the 
army’s engineering corps told Sisi in 
early 2014 that digging and dredging 
the new waterway would take two 
years, the president retorted: “This 
is too long. One year is enough. You 
will not leave this place until we 
come here next year to inaugurate 
the waterway. We have no time to 
waste. We’re late already.”

The Cairo government, beset 
by major economic problems and 
heavily dependent on outside aid, 
particularly from the Gulf states, 
hopes to collect $30 million in pub-
lic and commercial donations to 
pay for the inauguration ceremony. 
Egyptian banks have been receiving 
donations but no figures have been 
released.

Although cash-strapped Egypt is 
still recovering from years of politi-
cal instability largely induced by the 
2011 uprising that toppled long-time 
dictator Hosni Mubarak, Egyptian 
banks reportedly managed to collect 
the $8 billion in funds requested for 

implementing the project in just 
eight days in 2014. In return, banks 
gave donors investment certificates 
with the unprecedented interest 
rate of 12%, collectable every three 
months. The certificates are expect-
ed to be valid for five years.

“The project comes after almost 
four decades of economic and po-
litical inaction,” veteran economist 
Ayman Ibrahim said. “It comes now 
to give the message that Egyptians 
are still alive and kicking and able to 
achieve success.”

National pride aside, Egyptian 
economists say that reducing transit 
time for vessels using the canal will 
boost revenue from the waterway, 
which is an important source of for-
eign currency. The canal currently 
earns Egypt $5.3 billion a year in for-
eign currency, but the government 
hopes the new waterway will boost 
that to $13.2 billion by 2023.

Egyptians have long dreamed of 
turning the Suez Canal region into 
a vast international industrial and 
service zone. Economist Reda Essa 
says the canal extension brings that 
objective closer to reality.

“The project includes a plan for 
turning this region into a magnet 
for industrialists from everywhere 
in the world, who will come here to 
launch projects, using the magnifi-

cent location of the region and avail-
able labour and production require-
ments,” Essa said. “This will push 
the Egyptian economy forward a 
lot.” At the top of the list of projects 
envisaged in the Suez Canal Axis, 
the official designation of the area 
surrounding the waterway, are ship-
building, ship maintenance, food 
industries and logistical services. 
Officials say a growing number of 
international investors have shown 
interest in the project.

Digging and dredging the new 
shipping route has created 15,000 
jobs for Egyptians.  Suez Canal Au-
thority Chairman Mohab Mameesh, 
a former commander of the Egyp-
tian navy, estimates the project will 
create approximately 1 million jobs 
over the next few years, helping to 
ease high youth unemployment and 
improving stability.

In the fourth quarter of 2014, 
12.9% of Egypt’s workforce of 27 
million was unemployed, according 
to the state-run Central Agency for 
Public Mobilisation and Statistics.

More importantly, observers say, 

boosting commercial and industrial 
activity in the canal zone will en-
courage Egyptians to relocate to and 
invest in the Sinai peninsula, an arid 
region east of the waterway that has 
long been neglected by the central 
government and has been plagued 
by an Islamist insurgency for the 
last two years. “This is, in fact, of 
extreme importance for Egypt’s na-
tional security,” said Ibrahim, the 
economist. “Sinai has always been 
on the front line of national securi-
ty/ and the presence of more people 
in it will boost security.”

Around 60,000 square kilometres 
in size — almost double the area of 
Israel, Lebanon, the West Bank and 
the Gaza Strip combined — the pen-
insula’s population is only around 
400,000.

Since becoming president, Sisi has 
embarked on a wide-ranging eco-
nomic reform plan that has involved 
slashing some fuel subsidies and 
creating a nationwide road network.

Economists say the regime wants 
to extend the nationalist surge 
engendered by the canal project, 
which mobilised the entire country, 
to help Egypt out of its current eco-
nomic squeeze.

Yasser Ahmed is an Egyptian 
reporter based in Cairo.

Construction at Egypt’s new Suez Canal project.
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Egypt passes new 
budget for fiscal 
year 2015-16

Kuwait passes 
$23.2 billion 
deficit budget on 
oil slide

Qatar offshore rig 
faces months of 
repairs after 
accident

Egyptian President Abdel Fattah 
al-Sisi approved a budget for fiscal 
year 2015-16, slashing the projected 
budget deficit to 8.9% of gross do-
mestic product, the country’s Fi-
nance Ministry said.

The revised budget deficit for the 
previous year is 10.8%. The Finance 
Ministry said 50% of public spend-
ing will be on social protection pro-
grammes.

The ministry also said that reve-
nues are expected to increase 27.7% 
to $79.7 billion, with expenditures 
set to increase 17.4% to $111 billion.

It said the new budget aims to re-
duce public debt, restore confidence 
in the economy and reprioritise 
spending to improve basic public 
services and strengthen social pro-
tection. The fiscal year begins July 
1st, and the ministry said it was tar-
geting 5% economic growth for the 
year.
(The Associated Press)

The Kuwaiti parliament passed a 
2015-16 state budget that projects a 
$23.2 billion deficit due to the sharp 
drop in oil prices.

Forty-seven MPs voted for, and 
only four opposed, the budget, 
which projects revenues at $40.7 
billion, a massive 39.2% drop from 
previous estimates. Spending is pro-
jected at $63.9 billion, 17.4% lower 
than estimates.

Oil income, which normally con-
tributes more than 90% of total pub-
lic revenues, dropped 42.8% and is 
estimated at $38.8 billion. Kuwait 
posted a budget surplus in each of 
the past 16 fiscal years due to high 
oil prices.

“We are facing a very difficult fi-
nancial situation. We must control 
the growth in spending and diver-
sify our sources of income so as not 
to remain completely reliant on oil,” 
Finance Minister Anas al-Saleh told 
parliament.

The head of parliament’s budgets 
committee, MP Adnan Abdulsamad, 
said the cut in spending did not af-
fect wages, public services and the 
country’s development plan.

Kuwait posted a budget surplus in 
each of the past 16 fiscal years due to 
high oil prices.
(Agence France-Presse)

A newly built Qatari offshore rig 
will need several months of repairs 
and maintenance after an accident 
off the Gulf nation’s coast, its owner 
said.

The accident involved the jack-
up accommodation rig Rumailah in 
the al-Shaheen oil field, off Qatar’s 
north-eastern coast, according to a 
statement from Doha-based Gulf In-
ternational Services.

The rig is owned by the company’s 
Gulf Drilling International division. 
Denmark-based Maersk Oil operates 
the overall al-Shaheen field. GIS and 
Maersk said all personnel were safe-
ly evacuated and no injuries were 
reported.

GIS described the accident as a 
“punch through incident”, but gave 
no details on what went wrong. It 
said the rig needs “a few months” of 
work in a Qatari shipyard.
(The Associated Press)
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Morocco becomes Africa’s automotive industry hub
Saad Guerraoui

Casablanca

M
orocco has become 
Africa’s automotive 
industry hub following 
PSA Peugeot Citroen’s 
opening of an assem-

bly plant near Kenitra as Europe’s 
second-largest carmaker seeks to 
emulate Renault.

Located in the free zone, the $615 
million factory, which is to be opera-
tional in 2019, will build 90,000 B- 
and C-segment vehicles a year and 
engines for markets in the region. It 
has a planned capacity of 200,000 
units a year.

The plant is expected to generate 
4,500 direct jobs and 20,000 indi-
rect jobs, especially among compo-
nent suppliers.

PSA invested 95% of the costs 
while Morocco’s Caisse des dépôts 
et de gestion (CDG) invested the re-
maining 5%.

PSA seeks to sell 1 million vehi-
cles in 2025 in Africa and the Middle 
East, including 200,000 in Morocco. 
Africa is PSA’s third main market af-
ter China and Europe.

Renault in 2012 opened a giant 
factory outside Tangier to build low-
cost vehicles. The plant is helping 
the French carmaker meet demand 
for its Dacia brand and introduce 
new models.

Morocco dethroned Egypt as the 
leading automaker in North Africa in 
2012 and is second in Africa behind 
South Africa. By 2017, the North 
African kingdom is expected to be-
come the world’s 19th largest vehi-
cle assembler.

There are plenty of reasons be-
hind this success. Morocco’s geo-
graphic location and state-of-the-art 
ports make it an ideal location for 

car manufacturers to set up plants. 
Morocco is ideally located for inves-
tors eyeing exports to Europe and 
Africa. The political and economy 
stability make Morocco a favourable 
platform for major automakers. US 
car manufacturing giant Ford an-
nounced in May that it would invest 
in Morocco by opening a regional 
trade base in Casablanca. It will also 
set up a buying office in Tangier free 
zone.

Ford’s announcement highlights 
Morocco’s importance in the auto-
motive industry. The US company 
primarily seeks to benefit from low-
cost component suppliers located in 

the free zones of Tangier and Kenitra 
after the establishment of Renault.

PSA already purchases up to $409 
million worth of components in Mo-
rocco.

A skilled and competitive labour 
at a far lower cost than in Europe is 
also a key factor in luring automak-
ers to Morocco, besides tax exemp-
tions for 25 years provided most of 
the production is destined for ex-
port.

The government policy of attract-
ing foreign investment in the auto-
motive industry, spearheaded by 
the Moroccan King Mohammed VI, 
has certainly been a significant part 
of the kingdom’s overall strategy to 
diversify its economy.

In 2014, the automotive sector 
became the largest exporter with a 
turnover of $4.4 billion, overtaking 
phosphates.

Over the last decade, Morocco has 
been investing to develop a solid 
automotive ecosystem. The coun-
try has 150 component suppliers. By 
2020, this sector is expected to em-
ploy 90,000 people, with two-thirds 
of the total in the industry and the 
remainder in services.

With a growing interest from 
other firms such as Volkswagen and 
Hyundai in this low-cost base, Mo-
rocco is working steadily to become 
Africa’s leading automaker.

Saad Guerraoui is a frequent 
contributor to The Arab Weekly on 
Maghreb issues.

PSA Peugeot Citroen Chief Executive Officer Carlos Tavares at 
auto industry exhibition.

Morocco is working 
steadily to become 
Africa’s leading 
automaker


