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INTRODUCTION: EVOLUTION, ADAPTATION, 
AND SURVIVAL

Mirette F. Mabrouk

Egypt is not alone in having been knocked into a pit by the fallout from the COVID-19 
pandemic, but it will have to dig itself out on its own.

Right before the pandemic started shuttering businesses and wreaking havoc globally 
with health and livelihood, Egypt’s economy was seeing the fruits of a comprehensive 
economic reform program backed by the International Monetary Fund (IMF) via a $12 
billion loan in 2016, through the Extended Fund Facility program. Three years later, the 
economy was growing at an impressive clip — 5.6 percent. The budget deficit continued 
to fall, reaching 7.8 percent of GDP right before the pandemic hit.1 Foreign reserves were 
up, remittances totaled $26.8 billion, tourism revenues tipped an all-time high of $13 
billion, and the Suez Canal poured $5.9 billion into the national coffers. Long considered 
an attractive emerging economy market, Egypt was again rated the most attractive 
country for foreign direct investment in Africa in 2019.2

These impressive macroeconomic gains, however, came at a heavy price for ordinary 
Egyptians. An IMF-mandated devaluation of the Egyptian pound meant that people 
woke up to prices that had doubled or tripled, as well as slashed fuel subsidies, in an 
effort to bring down budget levels, leading to soaring prices on almost any product 
one could care to name. Along with the introduction of a value-added tax (VAT), these 
measures all drove up the inflation rate to unprecedented heights before it could be 
wrestled down to a more manageable level. 

By April, it was clear that those parts of the economy that had boosted Egypt’s 
performance had become a liability. Remittances, tourism, and even Suez Canal revenues 
are vulnerable to global market trends. The tourism business was losing over $1 billion 
a month at the height of the fallout and remittances were at risk due to increasing 
economic pressure on Gulf countries, where almost 4.5 million Egyptians are employed. 
Unemployment, which had fallen to 7.7 percent by the beginning of the year, started 
steadily inching its way back up thanks to the trade slump in general and lockdowns in 
particular and is expected to climb to 11.6 percent by 2021.

“by april, it was clear that those parts 
of the economy that had boosted egypt’s 
performance had become a liability.” 



Cairo’s Tahrir Square on the first evening of a two-week-long night-time curfew imposed by the authorities to contain 
the spread of the novel coronavirus, March 2020. (Photo by KHALED DESOUKI/AFP via Getty Images)
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Egypt’s informal economy has been especially hard hit. This sector absorbs almost 
50 percent of all non-agricultural employment and accounts for 30-40 percent of 
the country’s economy. This sector tends to react to socioeconomic changes, often 
favorably. It propped up its formal counterpart following the strain during the 1990s 
reform program, again after the global economic crisis of 2008, and once more after the 
Arab Uprisings of 2011. More flexible than its formal counterpart and less encumbered 
by bureaucratic restrictions, it managed to absorb almost 1.6 million workers during 
those two last crises. However, that flexibility comes at a cost: The lockdowns crippled 
the sector and the lack of any insurance meant that workers had to put in longer hours 
for diminishing returns and are extremely vulnerable to external threats. 

To its credit, the government moved fast to try to counteract the fallout from the epidemic. 
Among other measures, the Central Bank slashed interest rates by three percentage 
points, removed ATM withdrawal fees for six months, exempted non-performing loans 
and late payments from fines, and told banks to provide credit lines for companies 
to finance salaries and capital. Additionally, the cash cover exclusion period for some 
foodstuff was extended for 12 months. The tourism industry, which employs about a 
tenth of the population, has come in for special support, on both the employer side, in 
the form of two-year credit facilities, and the employee side, in the form of a decree 
forbidding the dismissal of any employees during the crisis.

The fallout from the pandemic meant that the government, which had previously 
announced that it would only be looking to the IMF for technical advice but no loans, 
had to retrace its steps. In June 2020, the IMF approved an unconditional loan of $2.77 
billion under the Rapid Financing Instrument program,3 and another $5.2 billion loan 
under the Stand-By Arrangement framework.4



A passenger waits in the train as a man sprays disinfectant in a metro station in Cairo, Egypt, March 24, 2020. (Photo 
by Ahmed Gomaa/Xinhua via Getty Images)
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However, if Egypt is going to dig itself out of this hole, it needs to rethink its approach 
to development, starting with looking for the silver lining to the pandemic. Is it 
possible to address existing issues that have been brought home by the exceptional 
circumstances?

In this report, several contributors dissect the weaknesses that make Egypt particularly 
vulnerable to external threats and examine ways in which to address these vulnerabilities 
and shore up the economy and the business and developmental environment. 

Samer Atallah dissects how the Egyptian economy’s reliance on tourism, remittances, 
and the Suez Canal makes it so vulnerable to external shocks. Non-oil exports have not 
expanded beyond traditional markets and still operate within very weak value chains, the 
limits and vulnerabilities of which were exposed by the pandemic. Foreign investment is 
still confined within the areas of portfolio investment in government debt instruments. 
He targets social safety nets, the provision of equitable health care services, and the 
improvement of job creation mechanisms as essential fixes.

Sherif Kamel explores how Egypt might have an opportunity to autocorrect via a digital 
transformation. The technical and digital opportunities offered mean that Egypt can 
change its mindset to become growth oriented, agile, and aggressively competitive. 
Among other options, he suggests digitization could offer a seamless customs and tax 
processes platform that can remove the impediments facing investors and businesses 
as well as help attract foreign direct investment. The country, he says, may not be rich in 
oil but it has enormous wealth in its young, tech-savvy population. 

Expansion, however, is of little use if it isn’t sustainable. Sarah El Battouty discusses the 
importance of preserving, and stepping up, Egypt’s Sustainable Development Goals 
(SDGs), be they environmental or developmental. The pandemic hit Egypt’s weakest 
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hardest, among them women and rural and impoverished communities. Reconsidering 
the SDGs to enable resilience and equality requires flexibility in policy and shifting of 
investments beyond the conventional growth of Egypt’s economy. Above all, adaptation 
must promote resilience.

As much as it looks inward, though, Egypt must also look outwards. Both Deborah Lehr 
and Yasser Elnaggar explore Egypt’s trade options. The chaos caused by the pandemic 
has accelerated competition for business and investment between emerging economies. 
Lehr takes a look at Egypt’s trade relations with China, while Elnaggar dissects the 
advantages, and vulnerabilities, of Egypt’s investment and trade environment.

Last, but by no means least, Abla Abdel-Latif shines a spotlight on the major reason for 
the economy’s weaknesses. The Pavlovian response to external shocks has always been 
an over-reliance on fiscal and monetary policies. The real solution is to tackle the urgent 
need for basic structural reforms.

Mirette F. Mabrouk is a Senior Fellow and Director of MEI’s Egypt Program.
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COVID-19 IN EGYPT: THE RETURN OF HARSH 
REALITIES 

Samer Atallah

We have witnessed the severe effects of the COVID-19 shock across the globe. These 
have put a strain on all national economies, but, unsurprisingly, those resilient to shocks 
have been better able to mitigate the impact swiftly and smoothly. More importantly, 
they will most likely be able to rebound faster and end up healthier. In the case of 
the Egyptian economy, COVID-19 has hit critical sectors hard, mainly services (above 
all tourism), remittances, and the oil sector. It has also exposed the state’s inability to 
provide a secure, accessible safety net for most of the working population, who lack 
formal contractual agreements. All of this happened after three years of harsh austerity 
measures that were adopted as part of the economic program sponsored by the 
International Monetary Fund. The program improved macroeconomic indicators, but did 
not move the economy away from its traditional reliance on rent economic activities and 
capital-intensive sectors, such as the oil and minerals extraction industries. 

All of these factors combined left Egyptian policymakers facing a dilemma. On the one 
hand, they could enforce a severe lockdown to preserve public health and protect the 
ailing public health system from collapse; this would come at the cost of preventing 
millions of Egyptians from working and generating income. On the other hand, they 
could relax the lockdown measures, allowing people to work but risking high fatalities 
given the inability of the health system to deal with the virus. Facing this difficult trade-
off, the Egyptian government attempted to strike a balance. Arguably, a lot of effort and 
political will has been invested in ensuring a sound macroeconomic environment at 
the expense of building a resilient safety net and providing equitable access to quality 
medical services. One could also argue that such a trade-off would not exist in the first 
place if public resources were directed toward programs that guarantee support for 
the vulnerable and provide adequate and equitable access to public services. Instead, 
scarce public resources went to mega-projects with questionable or unverifiable 
economic and financial returns. 

“a review of egypt’s experience with  
external shocks suggests that its economy 
is very vulnerable and lacks resilience.” 
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ECONOMIC VULNERABILITIES
At the onset of 2020, many believed that Egypt was finally turning the page on years 
of turbulence, both political and economic. Yet, a closer look would have supported 
the view that the path ahead was risky. A review of Egypt’s experience with external 
shocks suggests that its economy is very vulnerable and lacks resilience, primarily 
due to its reliance on tourism, remittances, and the Suez Canal as sources of foreign 
currency earnings. Non-oil exports have not expanded beyond Egypt’s traditional 
markets — mainly the southern EU countries, the UAE, and Saudi Arabia — and as a 
whole exports are still the outcome of very weak value chains. Foreign investment is 
confined to portfolio investment in government debt instruments. The COVID-19 shock 
was unusual in that it affected all fronts at the same time and with severity. Having said 
that, one imminent risk is the tendency to rely on relatively cheaper external financing 
to compensate for the reduction in external sources of income. This is especially risky 
given the high degree of uncertainty when it comes to tourism and remittances from oil 
exporting countries. 

The impact of COVID on the global economy was and still is very severe. But in the 
Egyptian case, its severity is exacerbated by the lack of programs providing some sort 
of safety net or social protection, such as unemployment benefits. The recent results 
published by the Central Agency for Public Mobilization and Statistics (CAPMAS) are 
very indicative of the severity of the impact. The supply shock has negatively affected 
the employment conditions of 61.9 percent of workers, with 20 percent having lost their 
jobs. Of those who are negatively affected, 41 percent can no longer afford their standard 
of living. As is typical in Egypt, the young, the uneducated, and the rural population 
are disproportionately affected. The impact on income generation has led Egyptian 
households to turn to conventional coping mechanisms, such as informal borrowing 
and reduced consumption of high-protein foods, such as meat. The government 

Container ships sailing in the Suez Canal, Ismailia, Egypt, November 17, 2019. (Photo by Gehad Hamdy/picture alliance 
via Getty Images)



A medical worker is seen at a hospital in Cairo on July 14, 2020. (Photo by Ahmed Gomaa/Xinhua via Getty Images)
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programs to support informal workers have only reached 5.4 percent of households. The 
difference between the impact on households and the reach of government programs 
is staggering.

The general perception among Egyptian households is that their income and jobs were 
affected because of the precautionary measures implemented by the government. An 
estimated 60 percent of the change of income was due to these measures. It is therefore 
easy to deduce that the motives for the recent government decisions to ease restrictions 
on mobility and open up commercial activities are almost exclusively economic and 
political in nature, overriding public health concerns. 

WEAKNESSES IN HEALTH & INFRASTRUCTURE
In addition to Egypt’s economic weakness, the weaknesses of its health system and 
infrastructure have also become evident. Indeed, COVID-19 has been a moment of truth 
for all nations’ health infrastructure. Egypt’s ailing health system was forced to face a 
harsh, yet simple, reality: It cannot deliver basic services. Not only is the infrastructure 
inadequate and unequally distributed geographically, Egyptians end up paying a large 
portion of their expenditure as out-of-pocket payments — among the highest rates in the 
region. Another major problem is the inequitable access to pandemic-related medical 
services, such as diagnosis and testing. Reports of families rushing to hospitals only to 
be denied testing and sent away are well documented. At the same time, private clinics 
and hospitals are able to charge a hefty price for tests, an indication of the government’s 
failure to regulate the private provision of health care. Most importantly, the pandemic 
was, in a way, an opportunity for the government to address grievances that doctors 
and health care providers had been expressing for years. Yet it was unable to meet even 
basic demands, such as the provision of personal protective equipment. 
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Moving forward, there is an urgent need to redesign social protection programs and safety 
nets. The current program that the government has enacted is extremely limited in its 
scope and does not provide the minimum means of subsistence. One policy that would 
have an immediate effect is a wide, generous, and government-sponsored program for 
unemployment insurance. This is a policy tool that could mitigate the effects of shocks 
in the economy on a large scale. Such a program should be designed to target poorer 
regions in particular. It should also be attached to periodically revised conditionalities, 
including one or several of the following: vocational training, educational attainment, 
and active pursuit of employment. 

Another immediate and much-needed policy intervention is to reconsider public 
expenditure on health in terms of scale and distribution. The government has recently 
announced a 46 percent increase to nearly $16 billion for FY2021. This is commendable, 
but there must be a guarantee that it is not merely a one-time response to the pandemic. 
The health sector has long suffered from poor financing, and there is a pressing need 
to sustain such increases over several years. This increase in resources must be 
complemented by a plan to ensure a minimum level of public health service that is 
accessible, especially to the most vulnerable. To this end, the government should target 
the most impoverished cities and villages, which are mostly located in Upper Egypt. 
The allocation of public resources should be based on simple determinants such as the 
per capita number of medical facilities, medical beds, and health care professionals. In 
parallel, the government needs to expedite its rollout of the universal health care program 
in order to cover the whole country within the next two years. This long-term program, if 
implemented with the correct incentives for public and private health providers, should 
substantially reduce the out-of-pocket expenses paid by Egyptians, with financing 
provided by taxes and user subscription fees. These two policy interventions must go 
hand in hand. Health facilities that few can afford is no solution, nor is a universal health 
care policy with inadequate medical infrastructure. 

THE NEED FOR RESILIENCE
Lastly, the Egyptian economy must become more resilient. This must be done through 
job creation in formal, labor-intensive sectors. For job creation to sustainably generate 
value not only for workers but for the whole economy, it must be tied to export-oriented 
firms and sectors by creating linkages with exporting firms. To achieve this, investment 
and trade policy must work together toward a common purpose. Investment policy 
must incentivize investments in exportable, labor-intensive commodities and incentivize 
larger firms to rely on small and medium-sized enterprises for procurement. Trade policy 
must target new markets and expand old markets for such goods. The government 

“for job creation to sustainably generate 
value ... it must be tied to export-oriented 

firms and sectors by creating linkages with 
exporting firms.”
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should leverage its export subsidy program by fostering these linkages so that exporting 
firms can expand their footprint in the international market and non-exporting firms can 
expand beyond the domestic market. Overall, there is a need to improve the investment 
climate so that the capital markets direct investments into employment-generating 
industries. 

Dealing with uncertainty is the daily task of policymakers. These are not easy times for 
any of them, and Egyptian policymakers are no exception in this regard. The current 
situation, however, also presents an opportunity. As long as they can learn lessons from 
the pandemic, they have a chance to save Egypt’s economy from severe downturns 
caused by current and future shocks. Policy inaction vis-à-vis the harsh and deep-rooted 
realities of the Egyptian economy carries considerable risks, especially after almost 
five years of difficult economic conditions and a completely sealed political space. It 
is impossible to sustain economic growth that, while benefiting a select few, leads to 
increased poverty, low-quality jobs, and significant youth unemployment, especially 
among the educated. Modes of social protection need to be revisited and redesigned. 
Also, all other economic policies must be geared toward real employment generation. 
Otherwise, a large part of the population will suffer tremendously. It is doubtful that 
policymakers in Egypt have an appetite for such political costs. If Egypt fails to ensure 
social protection, equitable health care services, and job creation for its citizens, the 
ingredients for growing social unrest will all be present. Policy interventions in these 
three areas will improve the economic inclusion of large segments of society and reduce 
political instability. Otherwise, dealing with COVID-19 will be just one of many worries for 
the Egyptian government.

Samer Atallah, PhD, is an Associate Professor of Economics at the American University in 
Cairo. 

ENDNOTES

1. “Study on the Impact of COVID-19 on Egyptian Households,” CAPMAS, retrieved from http://www.
capmas.gov.eg.

2. Ibid. 

“if egypt fails to ensure social protection, 
equitable health care services, and job 
creation ... the ingredients for growing 
social unrest will all be present.”
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DOES DIGITAL TRANSFORMATION PRESENT AN 
OPPORTUNITY FOR EGYPT TO AUTOCORRECT? 

Sherif Kamel

Since the turn of the 21st century, disruption has come in different shapes and forms. In 
recent years, when people talked about disruption, they usually meant the impact that 
information and communications technology (ICT) had on individuals, organizations, 
and society. However, since the last few weeks of 2019, the world has been hit with a 
perfect storm in the form of a disruptive pandemic that has affected both developed 
and emerging economies alike. 

The disruption caused by COVID-19 was invisible, resembling a stealth attack. It started 
in Wuhan, China and in no time, it spread all over the world. The pandemic has caused 
a global shock that has led to a slowdown in economies, affected financial markets, 
and disrupted supply chains, requiring immediate worldwide coordination and the 
development of collective measures to combat it. Meanwhile, the precautionary health 
and safety measures including social distancing and the economic repercussions 
have led to millions around the world being forced to work remotely or losing their 
jobs.

Before these developments, in many ways, globally we were living in an age of pervasive 
and unprecedented uncertainty, although it is nothing compared to what we have seen 
recently. The current disruption is impacting societies around the world politically, 
economically, and socially. It is affecting the way people live, work, study, travel, 
communicate, stay healthy, and are entertained. It is still too early to tell, but the world 
will most likely witness a U-shaped recession with a potential recovery that will take 
around two years, and that will hopefully be followed by an upswing in the economy, 
which will vary from one country to another. In the meantime, however, countries are 
being hit by multiple rapid developments — falling oil prices, disruptions to trade, volatile 
stock markets, and severe hits to businesses — that have forced governments to pass 
comprehensive and extraordinary policies aimed at stimulating their economies and 
preventing mass layoffs and business shutdowns, especially among small and medium-
sized enterprises (SMEs).

It goes without saying that there is nothing remotely good about societies being affected 
by a pandemic, the magnitude of which has rallied countries around the world to 
coordinate their efforts to work against a common enemy. However, can the coronavirus 
have some collateral positives as well? Are there opportunities that can be created 
through digital transformation? Could this be a wake-up call? Can emerging innovative 
technologies such as artificial intelligence, big or rather smart data, the Internet of 
Things, blockchain, 3D printing, robotics, drones, cloud computing, and the like be real 
game changers for global society? 

For starters, the current crisis is already forcing people around the world to adapt and use 
different technology platforms much more than ever before. Furthermore, the merging 
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“the disruption caused by the pandemic 
should push egypt collectively as a nation 
… to further coordinate its efforts, and to 
think more creatively and ambitiously.” 

of infotech and biotech is proving that there will be no boundaries to the prospects for 
what lies ahead, and that it will take a brand-new leadership style as well as an innovative 
approach to navigate the emerging realities of the fourth industrial revolution.

WHAT DOES THIS MEAN FOR EGYPT?
When it comes to Egypt, recent events have demonstrated the importance of assessing 
its ability to adopt digital transformation in government practices, business transactions, 
and across society to mitigate the impact of disruptions such as that caused by COVID-19. 
Moving forward, building and regularly enhancing the necessary infostructure and 
infrastructure to support and enable digital transformation will be indispensable for 
individuals, organizations, and societies, Egypt included. This will allow them to stay 
relevant, competitive, and agile, as well as support them in not just remaining healthy 
and surviving the repercussions for the economy, but also in staying safe and thriving in 
a post-pandemic world.

The disruption caused by the pandemic should push Egypt collectively as a nation 
— including the government as an enabler, the private sector as a driver, and the civil 
society as a supporter — to further coordinate its efforts, and to think more creatively 
and ambitiously. This could include intensifying investments in infrastructure, such as 
health care, pharmaceuticals, and ICT, as well as upskilling the technology-related 
capacities of one of the country’s most precious assets, its human capital, to meet 
the requirements of digital transformation. This would, in turn, help to accelerate the 
development of a number of key sectors and priority issues, such as health, education, 
and financial inclusion, all of which have huge potential to boom. There is also an urgent 
need to support micro-enterprises and SMEs, and integrate the informal sector into the 
economy, while keeping an eye on issues like promoting food and energy security and 
expanding social protection and safety net programs. In addition, there should be an 
emphasis on job creation for the most vulnerable segments in society, including women, 
youth, and day-to-day informal workers.

As society moves forward while visualizing and projecting the new normal, the policies 
formulated and decisions taken should be thoughtful and purpose-driven to help 
support a stronger private sector, improved productivity, more resilient businesses and 
industries, and a digitally driven government. The future will be decided by the choices 
and decisions made today by governments, organizations, and individuals. Egypt, like 
many other countries, is facing a huge dilemma, in which the objective is to get the 
economy back on track while safeguarding the health and safety of its people, which is 
the nation’s utmost priority. Egypt’s action plan to control the impact of COVID-19 will be 
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A woman shops online via her laptop in Cairo, Egypt, on May 31, 2020. Online shopping websites have flourished 
during the pandemic lockdown. (Photo by Xinhua/Ahmed Gomaa via Getty Images)

critical for navigating these difficult times, mitigating risks, protecting the economy, and 
helping it rebound successfully.

Before the pandemic hit Egypt, the country had been doing quite well: Economic 
growth came in at 5.6 percent in FY2018/19 and was projected to reach 6 percent in 
FY2019/20. The economy was among the best performing in emerging markets, and the 
macroeconomic indicators were all heading in a positive direction following a series of 
macroeconomic and structural reforms. These have helped stimulate growth, generate 
a solid primary budget surplus, reduce the debt-to-GDP ratio, lower inflation rates, and 
replenish foreign reserves. Egypt was enjoying strong foreign exchange buffers as 2019 
remittances stood at $26.8 billion, tourism revenues were at an all-time high of $13 
billion, and Suez Canal receipts were $5.9 billion. Collectively, this put the country in 
a better position to absorb the impact of the pandemic than it had been a few years 
earlier. 

RESPONDING TO THE PANDEMIC
Since the early days of the pandemic, the government of Egypt has taken several 
measures to curb the spread of the virus, including health, safety, monetary, and fiscal 
policy responses that aimed to protect the population and ease the economic impact. 
These policy responses included allocating a budget of $6.4 billion (1.6 percent of GDP) 
to stimulate the economy by providing easier access to credit to help households and 
individuals, including informal workers, continue consumption, as well as providing 
liquidity for employment protection and unemployment benefits, and offering 
preferential interest rates to help firms, especially SMEs, survive the disruption. Other 
policy responses included imposing curfew schedules, introducing remote working, 
reducing staff working hours and limiting the number of staff per shift in necessary 
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“as the world prepares for the post-
pandemic norm, egypt ... needs to change its 
mindset and think in a competitive, agile, and 
growth-oriented way that has at its core 
the private sector as a driver.”

positions, reducing interest rates by 350 basis points, increasing liquidity in the stock 
market by $1.2 billion, slashing tax dividends by 50 percent for listed companies, 
reducing interest rates on housing for low-income and middle-class families, reducing 
energy costs for the industrial sector, suspending the tax law on agriculture land for two 
years, and expanding the social protection programs Takaful (Solidarity) and Karama 
(Dignity) by adding 10 million beneficiaries. In addition, the government’s plans include 
increasing investments in the health care and education sectors during FY2020/21 and 
raising pensions by 14 percent.

Despite the impact of the pandemic, Egypt’s government is determined to continue its 
progress in accelerating structural reforms. Judging by the developments of the first 
quarter of 2020, digital transformation could play a major role in the government’s future 
reform plans as it navigates the current crisis while keeping an eye on launching another 
wave of reforms that would not only build on the hard-won macroeconomic stability 
achieved over the past few years, but also address the longstanding impediments to 
a competitive private sector-led economic transformation. Consequently, the next 
reforms should focus on issues like reducing bureaucracy, red tape, and non-tariff 
barriers; making finance more accessible; and facilitating private sector access to key 
economic building blocks, such as land and skilled human capital. Such access will 
allow the private sector to expand given the diversified nature of Egypt’s economy, 
which could also lead to more job opportunities, economic development, and growth 
that could improve the prosperity of society and reduce poverty levels.

Egypt’s population is growing at an annual rate of 1.9 percent, or over 2 million people, 
and technology access has been rapidly increasing across the country, with 59 percent 
and 99 percent internet and mobile penetration rates, respectively. No less than 60 
percent of the population is under the age of 30, reflecting a young society in a nation 
that is home to more than 100 million citizens. Both elements provide a unique opening 
for change and improvement. The intersection of youth, with its energy, ambition, and 
passion, with technology dissemination and utilization and a growing interest in self-
employment could create a platform for a tech-based and tech-enabled entrepreneurial 
space. Furthermore, the universal access to ICT across Egypt’s 27 governorates could 
be an effective contributor and enabler for digital transformation by providing unlimited 
access to knowledge, opportunities, ideas, and the world at large for Egyptians, 
regardless of time differences and distance.
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“with its geographical location and portfolio 
of free trade agreements, egypt can be a 

gateway for africa.” 

DIGITAL TRANSFORMATION OFFERS PROMISE, BUT IT 
NEEDS SUPPORT
Digital transformation offers ample opportunities for Egypt. However, innovation in 
general, and ICT in particular, cannot solve all the problems or answer all the economic 
and societal challenges that have developed over many decades. While digital 
transformation represents an enabling environment that can make a difference, it 
should be supported by the required infrastructure and skilled human capital, as well 
as the proper legal, regulatory, investment, governance, educational, security, and other 
support environments, in addition to an integrated ecosystem. The name of the game 
is to invest in creating a pool of tech-savvy entrepreneurs and scale up the number 
of innovative tech-based and tech-enabled start-ups through the establishment 
of incubators across Egypt’s universities and higher education institutions. In these 
incubators, the role of youth, practitioners, academics, industry experts, policymakers, 
business leaders, mentors, investors, innovators, educators, and trainers can never be 
discounted. It is a collective effort in which everyone should be effectively engaged and 
empowered.

For starters, as the world prepares for the post-pandemic norm, Egypt as a nation needs 
to change its mindset and think in a competitive, agile, and growth-oriented way that 
has at its core the private sector as a driver. Given current global developments, this will 
be timely, because it is expected that capital inflows and investments from around the 
world will be looking for countries that were less affected by the pandemic. This creates 
a variety of opportunities for different countries, including Egypt — given the current 
number of cases — that can act efficiently and expeditiously to create an environment 
conducive to attracting such inflows of capital. 

As a repercussion of the crisis, corporates will probably pivot away from current 
business, manufacturing, and operating models, including global supply chains in which 
companies found themselves vulnerable and exposed, not only in terms of business 
and trade transactions, but also in the provision of health-related products including 
ventilators and personal protective equipment. Accordingly, corporates will be looking 
for more resilient and diversified alternatives, including sourcing and distribution 
logistics that are more local or regional — in other words, closer to end markets. This 
will lead to a trend of deglobalization, presenting a huge opportunity for Egypt’s 
industries and manufacturers. With its geographical location and portfolio of free trade 
agreements, Egypt can be a gateway for Africa. In addition, with its diversified economy 
and manufacturing base, as well as its skilled and competitively priced human capital, 
Egypt has the potential to become one of the primary global manufacturing destinations 



Social entrepreneur Amr Sobhy, CEO of Pushbots, works in the office space at Flat6Labs in Cairo. (Photo by Ann 
Hermes/The Christian Science Monitor via Getty Images)
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and an integral component of the global value chain by offering the right incentives and 
motivations, coupled with an enticing legal and regulatory environment.

Digital transformation can help reshape economies and societies, and improve their 
competitiveness, by stimulating creativity and innovation, generating greater efficiencies, 
and improving various services, as well as through offering a platform for inclusive 
and sustainable development and growth. Accordingly, Egypt has an opportunity 
to capitalize on digital transformation and work toward the goals of its Vision 2030 
development strategy by: (a) unleashing the potential of the private sector; (b) digitizing 
various government services, which can have the positive effects of facilitating access 
to services for citizens, improving efficiency, reducing bureaucracy, and assisting the 
government in combating corruption; and (c) leveraging human capital capacities, 
with a focus on emerging technologies and investing methodically in building Egypt’s 
innovation capital. 

In addition, digitization can offer a seamless platform for customs and tax processes that 
can remove the impediments facing investors and businesses and help attract more 
foreign direct investment; the latter has proven relatively difficult to achieve in recent 
years, especially when compared to pre-2011 levels. There are many other opportunities 
for digitization across different sectors that can improve efficiency and reduce costs, 
including in health care, education, trade, retail, agriculture, manufacturing, and 
transportation and logistics, to mention a few. It is important to note that while digital 
transformation will result in many jobs being replaced by machines in the future, new 
technology-related jobs will be created. Therefore, policies must be in place to provide 
sufficient training, human capital development, and social welfare to enable the labor 
force to embrace and adapt to the continuous changes taking place, and have the 
capacities and skillset to understand and make the most of the prospects enabled 
through emerging innovative technology platforms. 
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LOCAL INNOVATIVE TECH-ENABLED START-UPS
Furthermore, timing could provide a unique break because it is often advisable to venture 
into a new business in difficult economic conditions as it minimizes the cost and offers an 
opportunity to be ready to thrive when circumstances improve. Accordingly, the growing 
crowd of innovative and talented tech entrepreneurs in Egypt could be influential and 
participate in the country’s digital transformation. The following is a sample of promising 
tech-based and tech-enabled start-ups that address key issues of primary importance 
to society, such as transportation, financial technology (fintech), health care, logistics, 
and distribution.

In transportation, Swvl — established in 2017 and known as the Uber of buses — is a 
premium alternative to public transport in Egypt. Through a mobile app, customers can 
book fixed-rate and affordable bus rides on existing routes; this is an effective solution that 
is much needed, given the traffic and transportation challenges in Egypt’s major cities. 
Swvl is now operating in Egypt, Kenya, and Pakistan. In fintech, Paymob is an electronic 
payment enabler established in 2013 that offers integrated infrastructure solutions 
empowering the masses with instruments that increase financial inclusion. In health care, 
Rology, established in 2017, is an on-demand teleradiology platform solving the problem 
of radiologist shortages and high latency in medical reports by remotely and instantly 
matching cases from hospitals all over the world with the optimum radiologist. Also, in 
health care, Vezeeta, launched in 2012, is a digital booking and practice management 
platform for physicians, clinics, and hospitals in the Middle East and North Africa region. 
In logistics, MaxAB, established in 2018, is an e-commerce wholesale food and grocery 
marketplace using data-driven technologies and innovative supply chains to best serve 
its customers. Finally, in distribution, Brimore, set up in 2017, is a social commerce and 
parallel distribution platform that allows local suppliers to have nationwide coverage 
through a network of individual distributors, mainly housewives, selling products in their 
circles using omnichannel (an integrated cross-channel retail strategy).

Egypt is a consumer of imported digital products and services as well as an exporter 
of digital services, recording total exports of $3.67 billion in FY2018/19. However, post-
pandemic, there will be a clear opportunity to reap the digital dividends and increase 
the contribution and expand the role of the sector with concerted, coordinated actions 
by society at large, including the government, the private sector, and individuals. 
For example, financial inclusion is a key pillar of economic growth. Using innovative 
technologies such as fintech can help SMEs — which make up around 80 percent of the 
country’s firms — bridge financial inclusion gaps, move into the formal economy, and 
effectively improve their capacity to grow and compete.

“there are many other opportunities for 
digitization across different sectors that can 

improve efficiency and reduce costs.”
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“since the outbreak of covid-19, egyptians 
have been using digital platforms to work, 
study, and shop like never before.”

Consequently, the Central Bank of Egypt is working closely with the government to 
achieve financial inclusion through several projects, including promoting the notion of 
a cashless society and disseminating the use of electronic payments. In Egypt, cash is 
king and therefore represents one of the most attractive markets for unconventional 
and innovative financial technology platforms such as fintech. The size of the population 
— which includes a huge unbanked segment, with no more than 15 percent of the adult 
population having a bank account, one of the lowest penetration rates in the world 
— demonstrates the potential for growth. Fintech started growing in Egypt in 2008, 
providing solutions including electronic payments for peer-to-peer transfers and bills, 
payroll, and pension and social security payments; merchant and online purchases; 
and the proliferation of smart wallets. Moreover, fintech has the potential to offer the 
unbanked segment of society valuable services such as paying back their loans and 
transferring money through kiosks across the country. It is expected that COVID-19 
will accelerate the move toward mobile services, which will have positive implications, 
including gradually integrating large segments of the informal economy.

CHANGING BEHAVIORS & THE SHIFT TO DIGITAL 
PLATFORMS
Furthermore, there is no doubt that the habits, attitudes, and behaviors of people will 
change as well. We are already seeing early signs of a general shift to digital platforms 
by both individuals and businesses. Since the outbreak of COVID-19, Egyptians have 
been using digital platforms to work, study, and shop like never before, and this trend is 
expected to gain momentum in the future. During the last few months, statistics from 
Egypt’s National Telecommunications Regulatory Authority show a significant surge in 
internet usage, including 87 percent and 18 percent increases in home and mobile internet 
consumption, respectively. This is in addition to a 131 percent rise in web browsing, along 
with significant growth in the use of mobile applications, with a 376 percent increase in 
accessing educational portals and websites. On this note, the government has already 
signaled that it will continue to invest heavily in ICT infrastructure to accommodate the 
proliferation in digital transformation and help stimulate the economy, including the 
volume of investments in internet speed — which is expected to increase to 40 Mbps 
by the end of 2020 — which have reached $1.6 billion. In addition, the government is 
targeting increasing internet access for both mobile and fixed internet to 75 percent of 
the population by the end of 2020. The ICT sector is a growing contributor to Egypt’s 
economy, accounting for 4 percent of GDP in FY2018/19, an increase of 14.3 percent 
from FY2017/18.
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“egypt is not known for being rich in oil, but 
it is blessed with one precious, invaluable 

asset: its youthful human capital”

The impact of digital transformation is intended to go beyond connectivity to include 
economic empowerment and growth, while also increasing competitiveness. This 
includes the digital transformation of services through a state-of-the-art infrastructure 
supported by a robust legislative framework that enables electronic commerce, proper 
governance, data security, and the preservation of buyer and seller rights. For example, 
some of the initial digitally transformed services nationwide will include notarizations, 
driving license renewals, and utilities payments. The services will be available through 
various channels, including the government portal and a portfolio of mobile applications. 
Furthermore, Egypt Post can take advantage of the trust it has built up in society for more 
than 150 years, coupled with its proximity to citizens across the country through its 4,000 
premises, to support micro-enterprises and SMEs by offering a variety of digital services. 
Other digital services in the pipeline include: (i) a comprehensive health insurance system; 
(ii) a farmers’ card to ensure the delivery of subsidies to their rightful beneficiaries, verify 
land acquisitions and cultivated areas in order to develop an integrated agricultural 
map, help measure the amount of water needed for agriculture, and clarify the gaps 
between production and consumption; and (iii) a restructuring of the national tax system 
aiming to achieve justice and order. 

During the past few months, COVID-19 has changed the way many people live, businesses 
compete, and economies function. Moving forward, those who choose to make use of 
the opportunities enabled by digital transformation will be better positioned to adapt, 
compete, and succeed; those who do not will continuously be disrupted and outpaced. 
Sooner or later, pending the development and distribution of an affordable and globally 
accessible vaccine, life will go back to some kind of normalcy. However, the world as we 
know it may never be the same again, with digital transformation playing a major role in 
our lives and livelihoods. 

Egypt is not known for being rich in oil, but it is blessed with one precious, invaluable 
asset: its youthful human capital. This resource can take Egypt forward through the 
creation of a tech-enabled entrepreneurial culture that can be scaled up across the 
country’s governorates. A well-established, innovation-driven, government-enabled, 
and private sector-led digital transformation strategy can be an effective platform to 
help grow the economy in a more competitive and inclusive way and presents a unique 
opportunity for Egypt to autocorrect.

Sherif Kamel is Professor and Dean of the School of Business at the American University in 
Cairo and President of AmCham Egypt.
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AS EGYPT RECOVERS, SUSTAINABLE 
GROWTH MUST REMAIN AT THE HEART OF ITS 
DEVELOPMENT PLANS

Sarah El Battouty

Over the past few months, Egypt has been gradually reopening since it began easing 
COVID-19-related restrictions at the end of June. After peaking at nearly 1,800 new cases 
on June 19 and falling steadily during the month of July, the numbers have been largely 
stable throughout August and September, reaching the symbolic 100,000-case mark in 
early September.

This came after a difficult spring when the number of confirmed infections rose steadily 
throughout the month of Ramadan, starting in late April; the month began with 5,000 
cases and ended with just under 16,000 right before the Eid al-Fitr holiday. A partial 
curfew starting at 5pm was imposed during Eid, with public restaurants, beaches, malls, 
and non-essential suppliers all remaining closed. All workers were required to wear 
masks and the public was encouraged to stay home and maintain social distancing. 
The elite social strata took measures to work from home and most gatherings were 
cancelled. Sporting clubs, cinemas, and arenas were closed, along with mosques, 
churches, and schools. 

Downtown, however, was a different story. In the Cairo slums and markets people 
gathered in their hundreds in small buses, stations, and souqs, going about their daily 
routines while police frantically tried to oversee the closure of makeshift vendors and 
send youths gathered in groups home at 9pm. No masks or social distancing were 
evident. The government repeatedly cautioned the public, and a number of awareness 
campaigns were run and measures implemented, to little avail. 

As has been the case in many other countries, a clear division emerged in Egyptian 
society: On one hand, there were calls for the government to enforce a complete 
lockdown, and on the other there were those who viewed a lockdown as a luxury that 
they and Egypt’s economy simply could not afford. Policymakers once again faced the 
dilemma of livelihoods versus lives.

“policymakers once again faced the dilemma 
of livelihoods versus lives.”



People and vehicles crowd the popular street market of Al Ataba to shop in preparation for the upcoming Muslim 
holiday of Eid al-Fitr, Cairo, May 15, 2020. (Photo by Gehad Hamdy/picture alliance via Getty Images)
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LIVELIHOODS & LOCKDOWN
The pandemic has exposed a need to improve nationwide communication and crisis 
management. Egypt released its three-phase plan for reopening with guidelines aimed 
at both the private and public sectors. However, the majority of the unregulated and 
informal sector was not addressed, and this contradiction posed a real threat. How can 
livelihoods be sustained if a complete lockdown is enforced? The closure of schools 
meant that half of the workforce was automatically confined by childcare, with parents 
forced to stay home and businesses having to implement measures to accommodate 
this. Compensation packages were introduced with the aim of reducing the impact of 
layoffs on daily laborers.

The informal sector accounts for as much as 70 percent of Egypt’s economy,1 and 90 
percent of the total economy is made up of micro and small to medium-sized enterprises 
(MSMEs).2 More than half of the Egyptian workforce is employed in the MSME sector, 
and therefore the effects of the pandemic were felt most sharply by those who could 
least afford it, at the bottom of the income pyramid. Efforts to mitigate the impact of 
the pandemic on informal labor highlight the need for formalized data and incentives 
to promote knowledge-based decisions and greater inclusion. As the past few months 
have made clear, reliance on public awareness to make preventative and protective 
measures work is not enough by itself to bring down the infection rate or buy time to 
build new quarantine units and hospitals. All institutions, companies, and NGOs have 
been mobilized to respond to the crisis with a goal of softening the immediate impacts, 
and it is critical that the partnerships formed between them remain intact in the longer 
term, beyond the current crisis. 

Egypt’s government may have been hesitant about enforcing an extended lockdown 
due to the impact on employment, but this reluctance comes at the cost of denying all 
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sectors the ability to plan ahead. For small businesses, efforts have been made to advise 
on crisis management as Egypt’s youth have taken online tutorials on how to survive 
and plan for the worst-case scenario. How this collective effort is disseminated to the 
majority of the Egyptian workforce who are not so familiar with digital resources is a 
pressing question, however.

EGYPT’S ECONOMIC TRAJECTORY

While the International Monetary Fund projects3 that the MENA region as a whole will 
see a 4.7 percent decline in economic growth in 2020, Egypt’s growth rate for the year is 
expected to remain positive, falling from the previously forecast 5 percent to 2 percent. 
So while developed economies may face the prospects of a deep recession, Egypt will 
have to contend with a brake on its upward economic curve that may throw the country 
off the path of reform and recovery it has been on since the economic devastation 
that accompanied the Arab Spring in 2011. Just as tourism numbers and growth were 
recovering after the floatation of the currency in 2018, and a slight increase was seen in 
foreign direct investment in 2019, COVID-19 has knocked the country off course. 

This brings us to the sustainable development pathway that has accompanied Egypt’s 
economic growth road map. Vision 20304 set targets for sustained livelihoods and the 
provision of better services in health care, insurance, social protection, and education, 
prioritizing them to promote Egypt’s stability and paving the way for policies that 
meet the demands of a predominantly young and growing population. COVID-19 has 
undoubtedly affected economic and social planning, with crisis management and 
unforeseen circumstances causing disruptions to both the public and private sectors. 
The Ministry of Planning and Economic Development and the banking sector have acted 
fast to assist entrepreneurs in developing models for which businesses and vulnerable 

Women are seen wearing face masks as they walk over a Cairo bridge amid rising concerns over the coronavirus 
outbreak, April 2020. (Photo by Gehad Hamdy/picture alliance via Getty Images)
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“what needs to be considered now are the 
wider and deeper effects of the pandemic, 
such as vulnerable groups falling behind, 

water shortages, and a slowing economy in 
the medium and longer term.”

groups to prioritize. Winners and losers have emerged from the pandemic, with health 
care, agriculture, and green businesses seeing opportunity, while manufacturing, 
exports, and construction have all witnessed losses. In short, the larger employers have 
suffered the most.

The pandemic has exposed weaknesses in global health care and crisis management, 
and it may not be possible for countries with lower resilience and economies that are still 
recovering, such as Egypt, to achieve the UN’s Sustainable Development Goals (SDGs) 
by 2030. The vulnerability of low-income groups, women, laborers, and small businesses 
has been magnified. Health care, jobs, and education have all been negatively impacted, 
with government resources being dedicated to addressing the immediate and short-
term effects nationwide. What needs to be considered now are the wider and deeper 
effects of the pandemic, such as vulnerable groups falling behind, water shortages, and 
a slowing economy in the medium and longer term. 

SOCIAL & ENVIRONMENTAL CHALLENGES
In the Middle East, and especially Egypt, lifestyles have to be taken into consideration 
as well. Social distancing may not be as easy to adopt because of family structures. 
Egyptians tend to have larger households, with grandparents, parents, and children 
living together. Isolating senior citizens from children is difficult, as the elderly often 
live at home and children typically do not leave the family home until they marry. Social 
distancing is also antithetical to the norms of greetings, gatherings, and interaction 
that are an integral part of life in much of the Middle East and North Africa. In addition, 
reproductive health and awareness have seen a decline, with women and children 
requiring social solidarity protection. 

Another potential challenge is water shortages and growing domestic energy use as 
people are confined to their homes. The Ministry of Environment confirmed that pollution 
levels have decreased in cities and air quality has improved due to the lack of industrial 
and transport activity, but food shortages, lack of imports, and slower production in the 
agricultural sector will result in price hikes in the near future. The cycle of economic 
shocks that is all too familiar in Egypt has suddenly intensified and accelerated. The 
issue of waste management in poorer communities must not be ignored in efforts to 
address the consequences of shifts in government spending priorities.

Proponents of the SDGs embraced globally in early 2020 argue that now is the time to 
reinforce the commitments and revisit the challenges with a greater focus on prevention 



A view of the 6th October Bridge and surrounding buildings from the Cairo Tower, November 2019. (Photo by Wu 
Huiwo/Xinhua via Getty Images)
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and resistance. As a potential COVID-19 vaccine and recovery draw closer, maintaining 
a social, economic, and environmental balance has never been as critical as it is today. 
A global phenomenon like the pandemic has a unique ability to bring governments and 
people together and the resulting opportunity to rebuild corrective measures must be 
seized.

From another perspective there is a call to revisit or restructure the sustainable 
development pathways, as new segments like employers and middle-income groups 
now count themselves among the vulnerable, amid rising debts and loans. In the face 
of this challenging environment, how can sustainable jobs be created? How will poverty 
be universally eradicated? Where and how will human rights be promoted if basic 
freedoms are hampered by lockdowns or restrictions? In a world of information, how can 
we ensure marginalized groups also have access? What will the psychological effects 
on children confined to their homes be? 

The response to COVID-19 cannot be delinked from sustainable development entirely. 
It is therefore critically important that governments adapt their responses to different 
cultural and economic circumstances. 

As Dr. Sherifa Fouad Sherif, executive director of the National Management Institute at 
the Ministry of Planning and Economic Development, recently noted, “Human well-being 
is the entry point for maximizing progress regarding the implementation of the SDGs. 
Acceleration in implementation of the SDGs is needed now more than ever. Increasing 
access to social protection, creating a strong health care system as well as investing 
in our human capital [are] of top priority. Greater collaboration and global knowledge 
sharing in science and technology is needed for the public good.”
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“a global phenomenon like the pandemic 
has a unique ability to bring governments 

and people together and the resulting 
opportunity to rebuild corrective measures 

must be seized.”

Reconsidering the SDGs to enable resilience and equality requires flexibility in policy and 
shifting of investments beyond the conventional growth of Egypt’s economy. Planning 
and adapting must promote social resilience for Egypt to continue its economic growth. 
Engaging businesses and forming partnerships in planning are necessary parts of 
creating stimulus packages that are truly sustainable and not just cosmetic. Egypt has 
proposed a stimulus for some businesses, especially those in the tourism sector, yet 
more needs to be done to bring back jobs and above all the focus needs to be on a 
cleaner, less carbon-intensive growth plan, with an emphasis on innovation, renewables, 
and agricultural revival. The SDGs that are interlinked with environmental targets should 
take precedence in a post-pandemic recovery. For Egypt to evolve as it emerges from 
the crisis, sustainable growth must remain at the heart of its long-term vision.

Sarah El Battouty is a non-resident scholar at MEI, an award-winning architect with 18 
years’ experience in the field of green and environmental building, and the founder of one of 
Egypt’s leading environmental design and auditing companies, ECOnsult.
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OPPORTUNITY AMID ADVERSITY: COVID-19 
COULD PAVE THE WAY FOR CLOSER EGYPT-
CHINA ECONOMIC TIES

Deborah Lehr

Egypt appears to be weathering the economic fallout from the COVID-19 crisis better 
than many other emerging markets, but the global impact is still likely to take a heavy 
toll. Egypt’s key industries of tourism, construction, and retail have all been hard hit by 
the global economic shutdowns and dramatic drop in demand. Job creation, financial 
inclusion, foreign investment, and export promotion are key elements of any strategy to 
reenergize the economy. As President Abdel-Fattah el-Sisi’s government develops its 
relief program, it might consider looking East instead of West for support.

GROWING TRADE TIES

Despite the onset of COVID-19, bilateral trade between China and Egypt increased by 
3.2 percent year-over-year1 during first four months of 2020 and reached a total of $5.2 
billion as of the end of July. While the rise is due in part to the medical supplies and 
other materials sent to Egypt as part of China’s “mask diplomacy” to provide support in 
fighting the virus, it is also a reflection of the opportunities that exist in Egypt for Chinese 
exporters. Imports of Chinese products to Egypt grew by 5.1 percent in the first four 
months of the year. Meanwhile, Egypt’s real GDP growth is expected to reach 3 percent 
in 2020, according to the World Bank,2 which distinguishes it from many of its neighbors 
as the only MENA country forecast to have positive growth rates. 

China was also the first major economy to start fully functioning after the COVID-19 
shutdown. While the United States slowly reopens parts of its economy, China has 98 
percent3 of its factories running and almost 100 percent of its people back to work. And 
even as Americans begin to return to work, the Trump administration is looking inward, 
not outward, to stimulate growth. The administration’s focus has not been on opening 
new markets and promoting exports; instead, it has been to encourage the return of 
industries to U.S. shores and to support domestic consumption.

“despite the onset of covid-19, bilateral 
trade between china and egypt ... reached 
a total of $5.2 billion as of the end of 
July.”



China’s President Xi Jinping welcomes Egypt’s President Abdel-Fattah el-Sisi at the Second Belt and Road Forum, April 
2019. (Photo by Valery Sharifulin\TASS via Getty Images)
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The worsening tensions between the United States and China will potentially benefit 
Egypt as well. The rhetoric between the two countries has reached a new low, with the 
Chinese state broadcaster accusing Secretary of State Mike Pompeo of being a liar4 
on the nightly news, and Pompeo holding up a G-7 communique5 because U.S. allies 
would not agree to call COVID-19 the “Wuhan virus.” The rhetoric reflects growing and 
deepening tensions over technological competition, trade and investment restrictions, 
concerns over Hong Kong and China’s treatment of Uighur Muslims, and issues related 
to national security. And as the presidential campaign heats up ahead of the general 
election, tensions will only get worse before they get better. 

SOLIDARITY & OPPORTUNITY
Unlike the U.S. and Europe, governments in the MENA countries by and large have not 
publicly been critical of China’s initial handling of the coronavirus and, in some cases, 
have even praised its efforts. Egypt sent its health minister to China6 in a sign of solidarity, 
while presidents Sisi and Xi Jinping spoke by phone7 about cooperating to handle the 
virus. Egypt also sent medical supplies to China8 during the initial outbreak, and China 
returned the favor9 as the virus spread to Cairo. 

In addition to the goodwill generated, Egypt stands to benefit from China’s own relief 
program, recently announced at the National People’s Congress, the country’s most 
important political meeting of the year. China is seeking to stimulate its economy in two 
ways. First, by introducing policies and providing aid to create jobs. The private sector is 
the largest engine of growth, providing 80 percent10 of urban employment, and therefore 
is the vehicle for increasing employment. These firms, as well as some state-owned 
enterprises, are being encouraged and supported financially to expand both at home and 
abroad. Exporting and seeking new sources of investment are therefore key priorities. 
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“as egypt looks to develop its own strategy 
for sustainable development and green 
finance, chinese capital and technology will 
be an attractive option.”

And with economies in the West slowing and the atmosphere unwelcoming, the MENA 
region is an increasingly attractive destination for Chinese firms to expand.

Egypt will also find the Chinese leadership’s pledge to support the development of “new” 
and “old” infrastructure11 appealing. The build-out of “data” infrastructure to facilitate the 
move to 5G will be transformational and disruptive across most major industries. Beijing 
intends to spend up to $2.5 trillion12 over six years to support the building of China’s 
digital future — which they want to take global. Chinese firms lead the world in creating 
the 5G networks that will allow growth of the “Internet of Things,” fintech, smart cities, 
self-driving cars, artificial intelligence, facial recognition technologies, and so much 
more. For countries like Egypt, Chinese technology provides the opportunity to leapfrog 
old technologies into the modern world at competitive prices. 

SUSTAINABLE DEVELOPMENT & GREEN FINANCE
As Egypt looks to develop its own strategy for sustainable development and green 
finance, Chinese capital and technology will be an attractive option. It should explore 
ways to cooperate with China but also to develop projects and products that will attract 
Chinese capital seeking green investments. President Xi has stated that he wants 
China’s new and old infrastructure growth to be “green.” China is seeking to be a leader 
in sustainable development and to promote this effort along the countries of the Belt 
and Road Initiative (BRI), President Xi’s signature foreign policy initiative. 

In recent years, China has established over 600 green private-equity funds,13 is now 
one of the largest issuers of green bonds, and has launched14 the largest carbon-
exchange market in the world. Chinese firms are developing cutting-edge applications 
through the use of technologies such as artificial intelligence and fintech to support 
sustainable small and medium-sized industries. China is also now the leading producer 
of new-energy vehicles, and as its own market becomes competitive, these firms are 
seeking new ventures overseas. Given that Egypt is just developing its own policies on 
sustainability, it is an opportunity to be innovative. One strategy would be to establish 
an Egypt-China green fund, for example, modeled after the successful U.S.-China 
Green Fund, to facilitate the trade of sustainable products, know-how, and technologies 
between the two countries. 

As China’s economy has slowed, there has been a corresponding drop in Chinese 
investment to support BRI infrastructure development. Chinese state investors are less 
willing to invest in countries with greater risk, especially risk stemming from political 
uncertainty. Egypt stands out as an attractive market given its large population, stable 
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“china and egypt have a long shared political 
and economic relationship, and it is poised to 

strengthen in the wake of covid-19.”

political system, wired and technologically savvy population, and focus on major 
development projects. President Sisi’s intention to build new, modern cities like New 
Alamein and the New Administrative Capital should be a draw for Chinese investors 
seeking more stable investment opportunities.

EXPORT OPPORTUNITIES
Another way China is looking to grow its economy is by promoting domestic consumption. 
At home, the government is finding ways to stimulate domestic demand and provide 
greater access to supply factors, such as land, labor, and even data. As part of this effort, 
it is opening major segments of the Chinese economy to foreign direct investment by 
providing financial incentives and welcoming imports.

Among the many suitable sectors for Egyptian exports is agriculture. China is actively 
making purchases abroad; citrus imports are expected to increase by 3 percent15 
and Egypt is already one of China’s main suppliers. As industries in China ramp up 
production, energy needs will rise again, providing an opportunity to boost Egypt’s 
already significant exports of fuel and oil. There are also growing opportunities for retail 
companies, with demand increasing for overseas fashion and designs, as well as for 
services firms. 

Lastly, as travel picks up, Egypt should take all necessary steps to reassure Chinese 
visitors that they will be safe visiting the country. Over the past three years, the number of 
Chinese visitors has been growing by about 30 percent16 annually, but from a small base. 
There is tremendous potential to grow these numbers if the tourism sector is developed 
in ways that make it attractive and safe for Chinese visitors.

China and Egypt have a long shared political and economic relationship, and it is poised 
to strengthen in the wake of COVID-19. During these difficult times, China can play an 
important role in Egypt’s economic recovery, and it will be seeking to build stronger 
ties through its “mask diplomacy” efforts in an attempt to mitigate criticism of its initial 
mishandling of the virus outbreak. There are still many unknowns in the weeks and 
months ahead, but there is an opportunity to be seized now — if Egypt acts.

Deborah Lehr is the CEO of Basilinna, a strategic business consulting firm focused on 
China and the Middle East; Vice Chairman and Executive Director of the Paulson Institute; 
and the founder and Chairman of the Antiquities Coalition.
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EGYPT AND COVID-19: THE DAY AFTER

Yasser Elnaggar

The Egyptian economy has undergone a series of fiscal and monetary reforms over 
the past four years. These reforms to eliminate subsidies, redesign the tax system, 
and liberalize the exchange rates were implemented at a significant social cost, but 
resulted in substantial improvements in macroeconomic indicators. However, some 
of the deeper structural reforms necessary to improve the overall economic situation 
were not realized. Now with COVID-19 impacting all economies around the globe, Egypt 
has the opportunity to emerge as one of the few winners from the current situation if 
it is willing to continue to push forward to better support the private sector, enhance 
fair competition, focus on job creation, tie the country more closely into global supply 
chains, and improve the climate for doing business in order to attract more foreign 
direct investment.

According to the minister of finance, government revenues were down by $7.75 billion 
while expenditures went up by $4 billion as a direct result of the COVID-19 crisis. The 
Central Bank of Egypt paid back almost $20 billion in debts to international financial and 
investment institutions over the four months through the end of June1 and expects to pay 
out another $5 billion over the course of the year. This is a significant and unanticipated 
financial outlay.

While the health and economic impact of the crisis cannot be underestimated, it is 
worth mentioning that the economic impact would have been even worse without the 
reforms implemented over the past four years. Against this backdrop, the government 
was able to adopt several measures to support the local economy, including a stimulus 
of $6.4 billion as well as tax incentives and holidays. 

On April 28, the Egyptian cabinet announced a series of tax relief measures2 to stimulate 
the economy. These included: deferring capital gains tax until Dec. 31, 2021; reducing 
the withholding tax on dividends from 10 percent to 5 percent; and lowering the stamp 
tax on securities transactions from 0.15 percent to 0.05 percent. In May, President Abdel-
Fattah el-Sisi approved Law 24 of 20203 postponing real estate and income taxes along 
with workers’ contributions to the state pension. 

“the economic impact [of the crisis] would 
have been even worse without the reforms 

implemented over the past four years.”



People work in a factory to produce medical face masks in Cairo, April 14, 2020. (Photo by Wu Huiwo/Xinhua via Getty 
Images)
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The government also turned to the International Monetary Fund in May for rapid 
financing worth $2.7 billion, while another $5.2 billion for structural adjustment programs 
(to be disbursed over 12 months) was announced in June. In addition, the government is 
seeking almost $9 billion from international lenders. 

These funds will no doubt help bridge the growing finance gap and reduce the budget 
deficit in FY2020/21, but such remedies are temporary in nature. If Egypt is to make a 
full recovery, it needs to adopt policies that structurally reform the economy, improve 
the business climate, support the private sector, reprioritize government spending in 
order to overhaul customs and tax regulations, invest in industrial infrastructure, and 
foster innovation.

As laid out below, there are some key structural challenges that must be addressed as 
well. 

LEGAL & REGULATORY UNCERTAINTY
Laws and regulations seem to change every year or few years, and as a result the 
Egyptian economy lacks the necessary predictability and certainty for businesses to 
make long-term investments. Domestic and foreign investors have said that new 
laws and regulations that streamline the process of doing business are needed to 
encourage the private sector. Businesses, and especially foreign investors, depend 
on long-term planning, which is complicated when the regulatory structure changes 
frequently.

Protecting investments is another crucial area where laws need to be streamlined and 
simplified. The universal application of the rule of law and even-handed involvement from 
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“the situation is disheartening, but it also 
provides an opportunity for the government 

to implement long-awaited structural 
reforms.”

the state as a credible arbitrator provide investors with the confidence and assurances 
that they need. 

INDUSTRIAL DEVELOPMENT
The industrial sector, which accounts for 16.2 percent of GDP4 and at least 12 percent 
of employment, has been the hardest hit by COVID-19. Supply chains, especially from 
China, have been disrupted globally, which impacts Egypt’s production. Demand for 
Egyptian exports has fallen due to the general decline in global demand stemming from 
the pandemic. Furthermore, domestic demand has also shrunk as a result of the drop in 
Egyptians’ purchasing power and changes in consumer behavior.

While some food processing industries have benefited from the crisis, most other 
sectors continue to suffer. Some factories are operating at less than 50 percent of their 
capacity, resulting in greater unemployment. Some estimate that the industrial sector 
could shrink by as much as 50 percent5 in 2020.

In the garment and clothing industry, for example, almost 80 percent of export orders 
have been canceled, with estimated losses reaching $800 million by the second quarter 
of 2020. This is highly concerning as this sector is labor intensive and an important 
source of income for women in particular. The chairman of the Readymade Garments 
Export Council of Egypt, Magdy Tolba, told Egypt Today that the majority of the 350-400 
garment factories in Egypt6 will be negatively affected by the decision of international 
brands to halt manufacturing worldwide.

While the government has been proactive in providing tax holidays and preferential 
loan mechanisms for industrial facilities, the cash flow crisis makes it hard for major 
sectors of the economy to continue operations. Enterprises large and small are feeling a 
cash crunch due to shrinking demand for non-essential products. The revenues of many 
companies have taken a severe blow, which makes it increasingly difficult to maintain 
working capital.

The situation is disheartening, but it also provides an opportunity for the government to 
implement long-awaited structural reforms that can mobilize domestic and international 
investments in industrial production. The state could, for example, provide land for 
industrial development at zero cost. It also should adopt policies to streamline permits, 
allowing companies to obtain these after starting operations rather than mandating 
prior approvals from numerous government entities. 
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“the government should consider 
reprioritizing spending in support of the 
private sector, especially small business, 
which is the largest generator of jobs.”

In addition, with excess electricity production and low international prices for natural 
gas, the government should consider reviewing and potentially reducing the price of 
state-provided energy for some, or even all, industries. It was to the economy’s benefit 
when the government lowered the price of electricity by $0.006 (EGP0.10) per kilowatt 
hour,7 but Egypt must do more to incentivize industries as they face severe competition 
in export markets. Otherwise, relatively high prices for domestic inputs will harm the 
competitiveness of Egyptian exports. 

STATE INVOLVEMENT
Over the past few years, the Egyptian government indicated its intention to launch public 
offerings for certain state-owned companies on the Egyptian stock market. However, as 
the minister of the public enterprise sector noted, the current climate is not conducive 
to initiating these public offerings; COVID-19 has impacted the stock market so severely 
that the government has earmarked around $1.875 billion to stabilize it. 

One can argue that such offerings are the best avenue for the state to scale back or exit 
from certain economic activities, but this process should occur under favorable market 
conditions. The concern is that these companies will not turn into viable businesses if they 
continue to be managed by government appointees. Another option is for state-owned 
companies to offer strategic investors the controlling minority shares in subsidiaries that 
focus on consumer products. This would help to significantly shrink state ownership, 
while allowing investors to manage and operate those facilities.

PRIVATE SECTOR: TOURISM & TECH
Job creation, particularly for Egypt’s youth, is a critical part of the economic recovery. 
The government should consider reprioritizing spending in support of the private sector, 
especially small business, which is the largest generator of jobs. 

The tourism sector has been especially hit hard by the downturn, and the impact is 
broadly felt because it is so interconnected with the rest of the economy. Tourism 
accounts for about 12 percent of Egyptian GDP, and Egypt’s minister of tourism estimates 
that the country has been losing about $1 billion a month8 since the shutdown and will 
continue to do so until things return to normal. The government needs to be proactive, 
especially in working long term with small and medium-sized enterprises (SMEs), which 
make up the majority of the sector but have limited financial reserves.



The bathing beach of Hurghada is deserted, April 15, 2020. (Photo by Marcel Lauck/picture alliance via Getty Images)
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Another sector that would benefit from government support is the tech sector, which 
could become a major driver of growth through emerging technologies like artificial 
intelligence and 5G development. The IT sector was estimated to grow at a rate of over 13 
percent a year from 2017-20, although the pandemic will likely have at least a temporary 
dampening effect on that.9 Egypt has a young, tech-savvy IT workforce, which is one of 
the largest in the world.

Since the Egyptian government has already implemented an important set of mitigation 
measures, it must carry on its supportive policies and, more importantly, expand on 
sector-specific interventions in ways that also include informal workers. As Mohamed 
el-Dahshan laid out, there are successful models from around the world that Egypt 
could imitate:10

The U.K., for instance, has created a “Coronavirus Business Interruption Loan 
Scheme,” whereby the government would cover the first 12 months of interest 
payments and provide lenders with a guarantee of up to 80 percent on SME loans. 
In Nigeria, the government suggested a one-year moratorium on all principal 
repayments.11 Singapore announced a co-funded $77 million package to support 
taxi and private hire drivers.12

These are some ideas that the Egyptian government could consider adopting to help 
see the domestic economy through this tough time.
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“as the government looks to engineer a 
post-covid-19 economic recovery, it can take 
advantage of the current slowdown ... to 
enact these new policies.”

GREEN RECOVERY
Egypt would also benefit from a green recovery. Government incentives to purchase 
new energy vehicles (NEV), for example, would help ameliorate air pollution13 in Cairo 
and the surrounding areas. These incentives would promote purchases, and increased 
demand for these clean cars would also attract foreign investors willing to assemble 
and potentially manufacture them locally. The Chinese, leaders in the NEV sector, are 
already exploring opportunities in the Egyptian market.14

Applying green building standards to new construction would also address one of 
the biggest sources of energy inefficiency. The planned infrastructure build-out in al-
Alamein and the New Administration Capital provides opportunities for the issuance of 
green bonds15 to fund the sustainable development of these new cities. In this Egypt 
can build on the issuance of its first sovereign green bonds — and the first in the MENA 
region — at the end of September.16 Eco-conscious bonds are likely to attract foreign 
financing, especially from China and the European Union, which are both pursuing their 
own green recovery plans. Jobs and investment in the sustainability sector will grow if 
the government puts in place the appropriate incentivizing policies. 

CONCLUSION
The structural reforms laid out above are urgently needed. As the government looks 
to engineer a post-COVID-19 economic recovery, it can take advantage of the current 
slowdown in global, regional, and domestic economic activity to enact these new 
polices. It is easier to make such changes in a time of crisis and rebuilding, especially 
when the rest of the world is contemplating similar decisions.

Egypt must be prepared for the aftermath of the crisis. Just as foreign direct investment 
rebounded after a sharp decline during the financial crisis of 2008/09, it is destined 
to rebound again. Adopting these suggested measures will help Egypt to compete 
in a fierce market and attract both foreign and domestic investors in sectors that 
stimulate employment and generate revenue. Egypt is well positioned to seize this 
opportunity.

Ambassador Yasser Elnaggar is CEO of EN Investment and a Non-Resident Scholar with 
MEI’s Egypt Program. 



   36

ENDNOTES

1. Hanan Mohamed, “Egypt to Receive first tranche of IMF $5.2 loan during next few days,” Egypt Today, 
June 29, 2020, https://www.egypttoday.com/Article/3/89099/Egypt-to-receive-first-tranche-of-IMF-
5-2B-loan.

2. “Egypt: Tax relief provisions (COVID-19),” KMPG LLP, April 28, 2020, https://home.kpmg/us/en/home/
insights/2020/04/tnf-egypt-tax-relief-provisions-covid-19.html. 

3. “Egypt approves law adopting a number of financial rules amid COVID-19 pandemic,” May 27, 2020, 
regfollower, https://regfollower.com/2020/05/27/egypt-approves-law-adopting-a-number-of-
financial-rules-amid-covid-19-pandemic/.

4. Mohamed el Dahshan, “Coronavirus: How is Egypt navigating the economic fallout?,” The Africa Report, 
June 2, 2020, https://www.theafricareport.com/29007/coronavirus-how-is-egypt-navigating-the-
economic-fallout/.

5. Ibid.

6. Egypt Today staff, “Garment factories in Egypt to be hit by internet brands manufacturing suspension amid 
COVID-19: businessman,” Egypt Today, April 19, 2020, https://www.egypttoday.com/Article/3/84875/
Garment-factories-in-Egypt-to-be-hit-by-international-brand.

7. Reuters Staff. “Egypt cuts dividend tax and energy prices to soften coronavirus impact,” Reuters, March 
17, 2020, https://www.reuters.com/article/health-coronavirus-egypt-measures/update-1-egypt-
cuts-dividend-tax-and-energy-prices-to-soften-coronavirus-impact-idUSL8N2BA7LS#:~:text=The%20
government%20will%20also%20reduce,for%20three%20to%20five%20years. 

8. Yolande Knell. “Egypt desperate to revive coronavirus-hit tourism industry,” BBC News, July 14, 2020, 
https://www.bbc.com/news/world-middle-east-53402983.

9. “Skilled workforce, low costs and state support offer an attractive environment for technological 
investment in Egypt,” Oxford Business Group, 2020, https://oxfordbusinessgroup.com/overview/top-
ranks-highly-skilled-workforce-low-costs-and-government-support-offer-attractive-environment.

10. Mohamed El Dahshan, “How has Egypt navigated the ongoing global economic fallout as a result of 
COVID-19?” The Tahrir Institute for Middle East Policy, May 11, 2020, https://timep.org/commentary/
analysis/how-has-egypt-navigated-the-ongoing-global-economic-fallout-as-a-result-of-covid-19/.

11. Ted Iwere, “Covid-19, CBN And Loans To Small Businesses,” SME Finance, March 22, 2020, https://
smefinance.org/covid-19-cbn-and-loans-to-small-businesses/.

12. “Coping with COVID-19: Economic measures for companies and workers,” Gov.sg, February 18, 2020, 
https://www.gov.sg/article/coping-with-covid-19-economic-measures.

13.  Deborah Lehr and Yasser Elnaggar, “Egyptian drivers hold the key to cleaner air,” Middle East Institute, 
January 29, 2018, http://education.mei.edu/content/article/egyptian-drivers-hold-key-cleaner-air.

14. Ahmed Elleithy. “Chinese automaker to produce electric cars in Egypt,” Al-Monitor, July 7, 2020, http://
education.mei.edu/content/article/egyptian-drivers-hold-key-cleaner-air. 

15. Abdel Latif Wahba, “Egypt Looks to Green Bonds in Bid to Tap Fresh Investments,” Bloomberg, January 
25, 2020, https://www.bloomberg.com/news/articles/2020-01-20/egypt-looks-to-green-bonds-in-
bid-to-tap-fresh-investments?sref=FFxjGp93.

16. Mohammed Abu Zaid, “Egypt issues first green bonds in MENA,” September 29, 2020, Arab News, 
https://www.arabnews.com/node/1741946/business-economy.

https://www.egypttoday.com/Article/3/89099/Egypt-to-receive-first-tranche-of-IMF-5-2B-loan
https://www.egypttoday.com/Article/3/89099/Egypt-to-receive-first-tranche-of-IMF-5-2B-loan
https://home.kpmg/us/en/home/insights/2020/04/tnf-egypt-tax-relief-provisions-covid-19.html
https://home.kpmg/us/en/home/insights/2020/04/tnf-egypt-tax-relief-provisions-covid-19.html
https://regfollower.com/2020/05/27/egypt-approves-law-adopting-a-number-of-financial-rules-amid-covid-19-pandemic/
https://regfollower.com/2020/05/27/egypt-approves-law-adopting-a-number-of-financial-rules-amid-covid-19-pandemic/
https://www.theafricareport.com/29007/coronavirus-how-is-egypt-navigating-the-economic-fallout/
https://www.theafricareport.com/29007/coronavirus-how-is-egypt-navigating-the-economic-fallout/
https://www.egypttoday.com/Article/3/84875/Garment-factories-in-Egypt-to-be-hit-by-international-brand
https://www.egypttoday.com/Article/3/84875/Garment-factories-in-Egypt-to-be-hit-by-international-brand
https://www.reuters.com/article/health-coronavirus-egypt-measures/update-1-egypt-cuts-dividend-tax-and-energy-prices-to-soften-coronavirus-impact-idUSL8N2BA7LS#:~:text=The%20government%20will%20also%20reduce,for%20three%20to%20five%20years
https://www.reuters.com/article/health-coronavirus-egypt-measures/update-1-egypt-cuts-dividend-tax-and-energy-prices-to-soften-coronavirus-impact-idUSL8N2BA7LS#:~:text=The%20government%20will%20also%20reduce,for%20three%20to%20five%20years
https://www.reuters.com/article/health-coronavirus-egypt-measures/update-1-egypt-cuts-dividend-tax-and-energy-prices-to-soften-coronavirus-impact-idUSL8N2BA7LS#:~:text=The%20government%20will%20also%20reduce,for%20three%20to%20five%20years
https://www.bbc.com/news/world-middle-east-53402983
https://oxfordbusinessgroup.com/overview/top-ranks-highly-skilled-workforce-low-costs-and-government-support-offer-attractive-environment
https://oxfordbusinessgroup.com/overview/top-ranks-highly-skilled-workforce-low-costs-and-government-support-offer-attractive-environment
https://timep.org/commentary/analysis/how-has-egypt-navigated-the-ongoing-global-economic-fallout-as-a-result-of-covid-19/
https://timep.org/commentary/analysis/how-has-egypt-navigated-the-ongoing-global-economic-fallout-as-a-result-of-covid-19/
https://smefinance.org/covid-19-cbn-and-loans-to-small-businesses/
https://smefinance.org/covid-19-cbn-and-loans-to-small-businesses/
https://www.gov.sg/article/coping-with-covid-19-economic-measures
http://education.mei.edu/content/article/egyptian-drivers-hold-key-cleaner-air
http://education.mei.edu/content/article/egyptian-drivers-hold-key-cleaner-air
http://education.mei.edu/content/article/egyptian-drivers-hold-key-cleaner-air
https://www.bloomberg.com/news/articles/2020-01-20/egypt-looks-to-green-bonds-in-bid-to-tap-fresh-investments?sref=FFxjGp93
https://www.bloomberg.com/news/articles/2020-01-20/egypt-looks-to-green-bonds-in-bid-to-tap-fresh-investments?sref=FFxjGp93
https://www.arabnews.com/node/1741946/business-economy


 37  

THE SILVER LINING OF COVID-19: 
INSTITUTIONAL REFORM TO THE RESCUE OF 
THE EGYPTIAN ECONOMY

Abla Abdel-Latif

For decades now, Egypt has been over-reliant on fiscal and monetary policies in its 
pursuit of economic growth. Solutions to all of the country’s economic problems have 
always emerged from these two toolboxes, with everything else remaining unchanged. 
As a rentier economy, Egypt has primarily relied on four sectors driven by exogenous 
demand since 1974 — tourism, labor remittances, the Suez Canal, and the oil sector — 
leaving the country vulnerable to shocks. Egypt continued to record annual GDP growth 
and foreign exchange revenues flowed in, belying the urgent need for deep structural 
and institutional changes in the way the economy functions. The existence of a huge 
informal sector and the fact that manufacturing industries and agriculture, along with 
their supporting services, were not the core of the economy, even if they were the biggest 
employers, also pushed in the same direction: toward more focus on the financial side of 
the economy and a lot less on the real side.

Over the years, the exchange rate policy has been the government’s most frequently used 
tool. When the gap between the official and black market exchange rates reached levels 
that literally paralyzed the economy, there would be a sudden measure of unavoidable 
devaluation. The following scenario would then repeat itself: devaluation would provide 
temporary relief of the problem, but within a decade the economy would once again 
take a downward turn and the old symptoms would reemerge — an overpriced currency 
and accumulated debt due to overreliance on borrowing. These symptoms of course 
coexist with Egypt’s persistent chronic problems of high unemployment, limited local 
and foreign investments, overreliance on imports in everything, high trade deficits, 
mediocre human investment levels in education and health, low social justice, and 
increasing poverty. 

We are stuck in a vicious circle of reemerging problems. Every time things go downhill, 
we fail to address the roots of these problems. Instead, we only treat the symptoms, 
and thus the impact is temporary. The objective of this paper is to present an evidence-
based argument that the root of all of Egypt’s problems is institutional in nature. Unless 

“we are stuck in a vicious circle of 
reemerging problems. every time things go 
downhill, we fail to address the roots of 
these problems.”
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and until this issue is addressed, the country will remain stuck in this vicious circle of 
poor performance, never living up to its potential, even if it gets positive ratings for its 
achievements at the macroeconomic level from all the rating agencies. 

It’s important to raise this issue now because COVID-19 had showed how deep 
these institutional weaknesses are in every sector, and that they are behind the poor 
performance in terms of output, quality, employment, and linkages with other sectors. 
Post-COVID-19 Egypt needs to be free of these institutional constraints to, at a minimum, 
regain its competitive positioning in the world. In a slow growing global economy, the 
total GDP pie remains almost fixed in size, and this is what is expected to happen in the 
next few years. This would represent a near return to the era of mercantilism, when the 
only way for countries to increase their share of global production and trade was by 
taking part of somebody else’s. While at the time these disputes were settled by wars 
between countries, now they are resolved by fierce competition. Only countries that 
are more efficient and have a bigger competitive edge over others can grab, or keep, a 
bigger share of world production and trade. Achieving such a competitive edge is not 
possible if a country is constrained by institutional obstacles, and thus there is a clear 
need for institutional reform. This is especially true in the case of Egypt.

This paper consists of four sections: First, an explanation of what institutional reform 
means, why it is perceived as the mother of all constraints, and how it could potentially 
rescue the Egyptian economy, especially in the post-COVID-19 era; second, a quick 
overview of institutional problems in Egypt with examples from a few sectors; third, a 
proposed three-stage approach for implementing a comprehensive institutional reform 
program; and fourth, a delineation of the preconditions for such an institutional reform 
action plan, and the extent to which Egypt has satisfied any of them.

THE MOTHER OF ALL CONSTRAINTS
Institutional reform is defined in many ways by different people. Some focus on 
organizations and how they function, others on the legal and regulatory frameworks, 
and others still on corruption, while some see it as strictly about administrative reforms. 
Institutional reform actually encompasses all of the above, and any attempt to focus 
on one part and not the others makes the institutional reform incomplete and thus 
ineffective.

Institutional reform requires looking at the structure of the state and its governance 
system, how decisions are taken, and how the various components (government, private 

“post-covid-19 egypt needs to be free of these 
institutional constraints to, at a minimum, 

regain its competitive positioning in the 
world.”
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sector, civil society) connect. Table (1) presents the main questions that need to be 
answered as we assess the impact of the institutional setup and need for reform. 

Limited political commitment to institutional reform, limited inclusivity, and wide grey 
zones in rules and regulations, combined with high informality and weak checks and 
balances, are typically the main impediments to successful institutional reform.

Table (1): Question sheet to address the need for institutional reform

Priorities • Has government identified its priorities among its desired outcomes and 
allocated resources accordingly?

• Are allocations adhered to? 
• What are the core policy and decision-making structures?
• What levels of expenditure can be afforded in the short, medium, and long 

term? 
• What mechanisms are available to ensure that poor people’s views are taken 

into account? 
• Who sets priorities and in response to what interests? 
• Can priorities be translated into resource allocation?

Policies • How effective are the core policy and decision-making structures and pro-
cesses?

• Are they based on evidence and data?  
• What is the availability and quality of data? 
• What is the impact of policy changes on the poor? 

Incentives • What is the current formal/informal incentive structure?
• Who benefits? 
• What are the incentives for state structures to deliver services; for the 

bureaucracy to attract and motivate staff; for the development of nation-
al skilled human resources? 

• What incentives direct or indirect, if any, are there to modify behaviors of 
key players in support of the desired outcomes? 

• What incentives are there to review and improve performance?

Rules and Law • Are formal rules and laws respected? 
• Are there informal rules leading to corruption, patronage, victimization, 

exclusion? 
• Can rights be enforced through law? 
• Are rules and law subject to political interference? 

Culture • What are the national attitudes to risk, hierarchy, incentive systems, par-
ticipation, donor interventions, etc? 

• is there a willingness to engage in consultation?
• is there responsiveness to information? 
• are there issues of community and individual identity?

Drivers for 
change

• What are the key drivers for change? 
• Social, technological, economic, or political? 
• Are there sponsors or champions for reform? Extent of their power and 

influence?
• Level of commitment to reform? 
• What benefits or incentives do they have to push a reform process? 
• Level of political stability?
• What are the implications of the current electoral cycle?

Voice and 
Partnership

• What mechanisms and structures are in place to promote the concerns of 
poor people? 

• Awareness raising, capacity building, joint management of e.g. forestry or 
water resources, participatory budgeting? 

• How effective are they? 
• What voice do people have to hold delivery organizations to account? 
• Report cards? 
• Public audits?

 
Source: GSDRC1
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ENTRENCHED PROBLEMS
In the case of Egypt, institutional weaknesses are observed at all levels, both directly 
and indirectly. They can be seen directly in the governmental structure, relations 
between ministries, operations of different organizations within each ministry and their 
interrelations, the level of decentralization, and the level of involvement of the private 
sector and civil society in decision making (see examples in Table [2]). 

Institutional weaknesses are also seen indirectly in the constraints and complications 
in the business climate that the private sector complains about: policy inconsistencies, 
spread of corruption, informal arrangements, and the weak rule of law. 

Table (2): Examples of specific institutional weaknesses in specific sectors

Sector Institutional weakness

Health • Weak governance in the diversity of management, regulation, financ-
ing, and the level of quality of services provided by various actors 
that follow different administrative bodies and are governed by  
different legislation

• Ministry of Health plays four roles simultaneously: planning 
(through its presidency of the supreme council of health), financing, 
executive, and oversight

• Although necessary measures to slow down the increase in the rate 
of population growth are relevant to all ministries, the national pop-
ulation council is under the ministry of health alone. as a result, its 
activities focus on only one dimension of the problem: family planning. 

Communication & 
Information  
Technology

• No announced national strategy for digital transformation
• Monopoly by Telecom Egypt of all communication infrastructure
• No information technology regulator to oversee adherence to quali-

ty and information security standards
• The minister of communication and information technology chairs 

ntra, the communication regulatory body, while also serving as the 
president of Telecom Egypt

Tourism • Multitude of supervisory authorities for tourist facilities (about 32) 
that are poorly coordinated

Cinema Industry • Instead of lying under one specific ministry, the film industry is affil-
iated with four different ones: culture, trade and industry, planning, 
and finance. divided responsibility leaves the industry without any 
real institutional support. this is believed to be the main reason for 
its modest performance in spite of the fact that it is one of the oldest 
film industries in the world.

Food Industries • Daily activities supervised by at least 9 ministries

 
Source: Collected from a number of ECES studies2 

IMPLEMENTING REFORM
Egypt should pursue comprehensive institutional reform as part of a four-stage 
program. The rationale for this is threefold: First, to build momentum with quick wins 



Egyptian MPs vote during a Parliament session in April 2019. (Photo by Lobna Tarek/picture alliance via Getty Images)
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before proceeding to tougher changes, as these are likely to face a lot of resistance; 
second, to capitalize on the silver lining of COVID-19, which is the adoption of shortcuts 
in bureaucratic procedures to facilitate business activities; and third, to allow for timely 
interventions by positively influencing ongoing reforms, such as efforts to improve 
database structure under the Administrative Control Authority and enhance data 
collection on investors through the new investment service centers.3 

The four stages are as follows: 

• Stage zero: Laying the foundation for improved policy making capabilities 

• Stage one: Completing the circle of ease of doing business 

• Stage two: Implementing sectoral institutional reforms 

• Stage three: Restructuring the government’s governance system

Stage zero of the proposed institutional reform program focuses on building digitized, 
comprehensive, interconnected, and up-to-date databases at all levels. Without 
information and statistics, policymaking is haphazard and more error-prone. At present, 
personal information remains scattered across databases in different ministries, namely 
the ministries of Social Solidarity, Interior, and Supply. Complete profiles of individuals 
do not exist since tax files and information on asset ownership, education, and skill level 
are not available. The situation is similar for land and other resources and infrastructure. 
While updated information on investments is supposedly available at the Investment 
Authority, it is difficult to search and the results are of little use in policy making. 
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Stage one focuses on facilitating all procedures associated with the ease of doing 
business, including acquiring construction permits, getting electricity, registering 
property, enforcing contracts, and resolving insolvency. The government has taken steps 
to improve matters, but the process has been too slow and piecemeal for investors to 
appreciate.4 As shown in Figure 1, from 2019 to 2020 improvements in indicators like 
starting a business and getting electricity were accompanied by a deterioration in other 
critical areas, like registering a property and resolving insolvency, among others.

Figure (1): Egypt’s Rank in Doing Business Indicators, 2019 vs. 2020

 
Source: Collected and analyzed by ECES

There is an urgent need to speed up and complete the process of reforming the business 
environment. In addition, all steps taken to cut bureaucracy during COVID-19, such as 
facilitating and expediting customs clearance, need to become permanent. Most critical 

“most critical of all ... the government needs 
to resolve ... the complexities of state-owned 

land administration, the top complaint among 
both local and foreign investors alike.”
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of all though, the government needs to resolve, once and for all, the complexities of 
state-owned land administration, the top complaint among both local and foreign 
investors alike. At present multiple entities have the authority to own, use, or dispose 
of state land, depending on its location, including governorates, ministries, or public 
authorities reporting to specific sectoral ministries. Adding to the complexity, there 
is a huge spectrum of laws and bylaws resulting in different regulations and pricing 
mechanisms — and even different definitions of similar terms. The one key solution to all 
these problems is to have a single unified entity in charge.5 

Stage two involves restructuring a number of key entities regulating activities at the 
sectoral level. For example, in the case of industry, the responsible entities are IDA, EOS, 
ICA, and GOEIC.6 All manufacturing industries are underperforming their potential in 
terms of investment, production, exports, and employment because of impediments 
related to these entities. The smaller the enterprise, the higher the transaction costs 
involved in trying to deal with the vast amounts of red tape, antiquated procedures, huge 
bureaucracy, weak human capital, unnecessarily complex procedures, and numerous 
laws and ministerial decrees. 

All sectors suffer from similar problems emerging from counterpart entities. If we add to 
the institutional reform agenda at this stage the Egyptian Tax and Customs Authorities, 
that would support businesses in all sectors.

Stage three tackles the crux of the problem. It focuses on restructuring the cabinet,7 
involving all stakeholders in the decision-making process, introducing checks and 
balances, and most importantly separating planning, execution, and assessment. Figure 
2 illustrates the process. Each of the suggested specialized councils (health, education, 
industry, etc.) is meant to set the sector’s strategy and key performance indicators 
(KPIs) for its implementation. The KPIs are measured by the Central Agency for Public 
Mobilization and Statistics (CAPMAS) and assessed by Parliament and the president. In 
its work, the council is relying on all available expertise in the country, but it does not 
implement programs, it only sets the strategies and relevant policies. Implementation 
is handled by ministries, the private sector, and civil society. In the case of population 
control, for example, such a change would remove the National Population Council from 
the purview of the Ministry of Health and place it at the cabinet level, while implementation 
of population control programs would be handled by the Ministry of Health among 
others, with designated roles played by the private sector and civil society.8 

“separating the sector regulator from the 
minister in charge is critical. the entity 
that sets the rules cannot be the one that 
implements them.” 
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Figure (2): Institutional Structure that Achieves Good Governance (Separation of 
Planning from Execution & Assessment) 

 
Source: Developed by Author

Three key concepts are implicit in such a structure: the decentralization of authority, the 
separation of regulation from execution, and the maintenance of sector strategy at a 
higher level than the minister in charge. 

Decentralization of authority is enshrined in the 2014 Constitution. It is a precondition for 
improved efficiency and governance as illustrated in Figure 2, especially for preparing 
and implementing program-based budgeting. Such budgeting helps to better specify 
targets and ensure implementation, and it also forces ministries to work together to 
implement projects, not separately in silos as is the case now.

Separating the sector regulator from the minister in charge is critical. The entity that 
sets the rules cannot be the one that implements them — that would effectively mean 
overseeing itself. That’s currently the case not only in the communication sector, as seen 
in Table 2, but also in the electricity, utilities, and housing sectors as well. 

Keeping the strategy above the ministerial level means that it doesn’t change when 
the cabinet is reshuffled. Ministers should implement an existing strategy, and if there 
is a need to change it, that should be done through the specialized council, following 
detailed study by government officials and experts and supported by close follow-up of 
performance.

WHAT WILL IT TAKE TO SUCCEED?
In this last section, we attempt to answer two key questions: What are the preconditions 
of success for such an institutional reform action plan? And to what extent has Egypt 
satisfied them?
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Six pre-conditions for success are presented below along with the relevant steps Egypt 
has taken in each case so far:

Precondition of Success The Case of Egypt

Cascading political will through the entire gov-
ernment structure. Implementing institutional 
change will often make stakeholders uncom-
fortable, especially special interest groups 
that benefit from the current system.

The president and prime minister are interested 
in institutional reform, but this commitment 
does not cascade downwards and disappears 
in the bureaucracy.

Empowering authorities in championing change. 
While it is a stretch to ask ministers to forgo 
their privilege and pass power onto others, 
this change is necessary for reform and needs 
to be made at a higher level.

Cabinet changes made in 2019 suggested pos-
itive movement in this direction. For example, 
the administrative reform function was moved 
from the Ministry of Planning up to the prime 
ministerial level.

Working on key drivers of change to benefit 
from the domino effect of institutional reform. 
It is beneficial to start with reforms that au-
tomatically lead to other reforms, resulting in 
broad impact. 

The cancellation of the Ministry of Invest-
ment and shifting of the Investment Authority 
directly under the prime minister has allowed 
for wide improvements in the ease of doing 
business.

Publicly announcing clear implementation plans 
with KPIs for implementation as opposed to out-
comes. Announcements should include clearly 
delineated achievement targets that lay out 
specific time periods, unacceptable conditions, 
and corrective mechanisms.

This exercise has not yet taken place in Egypt. 
More generally, beyond small steps in many 
directions, the overall plan for institutional 
reform is not clear

Adopting clear rules and regulations. Guid-
ance should account for details at all levels, 
eliminate room for improvisation or personal 
interpretation, and equally apply to all eco-
nomic agents, with no exceptions.

Adding an article to the budget procedure 
that an increase of a certain percentage over 
the planned budget deficit will need approval 
from Parliament. While this is an institutional 
reform in its own right, it is a precondition for 
proper checks and balances.

In conclusion, the answer to most of Egypt’s current economic and social problems is 
rooted in institutional factors. Every decade or so Egypt has struggled to deal with a crisis 
by implementing fiscal and monetary policy changes, only to have it boomerang. It is time 
for a new approach and Egypt needs to adopt proper institutional reforms once and for 
all. Despite the massive fallout from the pandemic, it does have a silver lining: It forced 
Egypt to push for urgent changes in that direction and actually take decisive action. 
The positive impact has been clear and indicates that success requires commitment. 
If sustained, the resulting increase in sustainability, resilience, and inclusivity will put 
Egypt on the development path it deserves.

Abla Abdel-Latif is the Executive Director and Director of Research, The Egyptian Center for 
Economic Studies (ECES).
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 “it is time for a new approach and egypt  
needs to adopt proper institutional  

reforms once and for all.” 
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