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I.

other development partners. The high level
visit in August 2011 by the President of the
Bank was aimed at creating an environment
conducive to policy dialogue. Technical
discussions have continued through the Bank’s
Egypt Field Office and in turn influenced the
design of this strategy.

INTRODUCTION

1.1
Egypt is one of the AfDB’s most
important regional partners. In addition to
being one of its founding members in 1964,
Egypt is one of its top shareholders (holding
3.06% of its subscribed capital). Egypt
accounts for one of the largest share of the
portfolio of the Bank and the third largest from
a historical standpoint with a cumulated
portfolio of UA 3.761 billion.

1.5
This interim strategy therefore aims to
underpin dialogue with the Egyptian
authorities over the 2012/13 timeframe as the
country progresses on its social and
economic transition with the intention being
for the Bank to be fully prepared to engage
with the new authorities recently announced.
It takes into consideration that a classic
extension of the 2007-2011 CSP is no longer
appropriate under the new conditions in place
in Egypt.

1.2
The previous strategy, approved by the
Board of Directors in April 2007, ended in
2011. The expired strategy had two pillars of
intervention: (i) promoting private sector
development; and (ii) supporting social
development and protection. Performance and
relevance of Bank’s activities were assessed
through a mid-term review in April 2009. The
combined 2007-2011 Country Strategy
Completion Report and 2011 Country
Portfolio Performance Review Report were
presented to the Board in January 2012. This
strategy also follows the guidance received by
the Board based on the ‘Egypt: Continuity of
Operations for the Bank Group’ Report of
September 2011.

II.

COUNTRY CONTEXT AND
PROSPECTS

2.1 Political, economic and social context
A. Political Context
2.1.1. The January 25th revolution has been
a turning point in Egypt’s history, bringing an
end to former President Mubarak’s 30 year
stay in power. Since his ouster and until the
appointment of a new president in June 2012,
the country had been run by the Supreme
Council of Armed Forces (SCAF) and
supported by ministerial cabinets appointed by
them. Following the removal of the Mubarak
regime both houses of Parliament were
dissolved and the constitution was suspended.
In a referendum, 77% of voters approved
amendments to the suspended constitution,
and an Interim Constitution was decreed by
the SCAF in March 2011. Responding to the
demands of pro-democracy activists, the
National Democratic Party (NDP) that had
dominated Egyptian politics for decades was
dissolved and new political parties were
licensed.

1.3
The Government of Egypt (GoE) has
been working towards stabilizing the security
situation, and has embarked upon addressing
political, social and economic demands,
following the January 25th revolution.
Specifically, the country has successfully
concluded parliamentary and presidential
elections however elections to the Lower
House were annulled and will need to be reheld. The Government has not yet issued a
new development plan to replace its Sixth
Five-Year Plan which expired end-June 2012.
1.4
Given the current political landscape
and the ongoing dialogue on a government
endorsed development plan 1 the Egyptian
authorities and the Bank have maintained
engagement in policy dialogue together with
1

National Plan for Priority Economic and Social Measures, 13
February 2012, for submission to IMF
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2.1.2. The transitional process, however, has
also been accompanied by heightened
political uncertainty and insecurity. For most
of the past year, protesters continued to camp
in Tahrir Square demanding voice and social
justice, and rejected the worsening economic
situation characterized by high inflation and
unemployment.

August. The government is determined to
handle security issues, restore credibility of the
country and attract investors.
B. Economic Context
 Long term developments
2.1.7. Egypt is the second largest economy of
the continent and is ranked 25th globally.
The Egyptian economy is well-diversified and
driven by the tourism industry, the oil and gas
industry, trade services and agriculture.

2.1.3. A more stable system is slowly
emerging through the transition to full
civilian rule. The lower house (Peoples'
Assembly) parliamentary elections were
successfully concluded in January 2012. The
Muslim Brotherhood, led by the Freedom and
Justice Party (FJP) won the elections with 47%
of the vote followed by the Salafi Nour Party
with 25%. The elections for representatives to
the Upper House (Shoura Council) took place
in February 2012 with results showing that the
FJP won 58% of the vote. The FJP is
nominally independent but has close links with
the Muslim Brotherhood, a group that had
been banned for many years. However the
Lower House was dissolved by the
Constitutional Court in June 2012 after the
Court ruled that the election was improperly
held. A new date for the Lower House election
is yet to be confirmed.

2.1.8. The economic reform drive which
began in 2004 has resulted in an upsurge in
almost all macroeconomic indicators. GDP
growth rates have been experiencing a
quantum leap. In only four years, GDP growth
accelerated its pace from an annual rate of 4%
to 7.2% in 2007/2008. However the benefits of
this growth were not generally felt by the
poorest in society which only alienated them
further.
2.1.9. A distinctive characteristic of Egypt’s
growth performance has been the role of
investment as the main driver of growth compared to other factors especially those
related to the quality of labor, productivity,
organization and adoption of technology
(usually referred to as Total Factor
Productivity). FDI increased from US$ 400
million in 2000/01 to US$ 11.1 billion, or 9%
of GDP, before the financial crisis in 2007/08.

2.1.4. The old constitution has been
abrogated, and currently the Provisional
Constitution or Constitutional Declaration of
2011 is in place. The preparation of a new
Constitution is ongoing, but the outcome and
timeline is uncertain. The criteria for the
selection of members of the committee that
will draft the new Constitution remains a
sensitive issue with liberal and secular groups
already protesting at the domination of the
committee by members of the FJP and its
allies.
2.1.5. The SCAF has handed power to the
newly elected President (Mohamed Morsi), the
candidate of the FJP, at the end of June.

2.1.10. Egypt weathered the first round of the
global economic crisis well thanks to the
reform of its banking sector in previous years,
and its relatively low financial market
integration with the world. Egypt, however,
was negatively affected by the second round
impact of the global crisis. GDP growth rate
fell from its average of 7.2% in 2008 to a mere
4.7% in 2009. The growth rate achieved was
due to the resilience of domestic consumption,
which represents 81.5% of GDP, and
increased public investments.

2.1.6. A new Prime Minister was appointed
end July and a new cabinet announced early

2.1.11. In an attempt to lessen the blow of the
global crisis, the government had designed a
2

rescue package to preserve demand and help
the sectors that are directly affected. A series
of three fiscal stimulus packages of over
US$ 6 billion were approved. The extra public
investment spending was mainly directed
towards infrastructure and utility projects,
particularly water and sanitation projects.

Chart 1: Real GDP Growth (% change)
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2.1.12. Before the Arab Spring it was clear
that, the economy has been relatively resilient
to the crisis and was rebounding. GDP was
estimated by the GoE to have grown by 5.2%
for the year ending June 2011, and by 5.3%
the year after. The tourism sector had seen a
24% surge in revenue at the beginning of 2010,
bringing with it renewed demand for hotels,
resorts and tourism infrastructure.
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Sources: ADB Statistics Department, Various domestic
authorities; African Economic Outlook; and IMF World
Economic Outlook

Chart 2: Egypt's Selected Macroeconomic
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2.1.13. The political turmoil and social unrest
of the past year has dampened Egypt’s shortterm
economic
outlook,
increasing
unemployment and affecting the tourism,
manufacturing and export sectors in
particular. In the aftermath of the global
financial crisis, Egypt’s GDP growth was
poised for a fast recovery. However,
heightened economic risks emanating from the
revolution have led GDP growth to drop to 1.8%
in 2011 (see Chart 1). Tourism, which
accounts for about 4.3% of the country's GDP
and 10% of its workforce, has been adversely
affected. November 2011 estimates by the
GoE showed that tourist arrivals dropped by
42% compared to the same period last year.
This will build on the losses of about U$2
billion for the sector in FY 2010/11, when the
tourism sector contracted by -5.9%. As a result
the government estimates the economic cost
arising from the aftermath of the revolution to
be LE 40 billion (2.9% of GDP) for 2010/11
and LE 65 billion (4.9% of GDP) for 2011/12,
mainly due to the adverse impact on tourism
and FDI, and continued hesitation by investors.
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Sources: ADB Statistics Department, Various domestic
authorities; African Economic Outlook; IMF World
Economic Outlook 2009

2.1.14. Egypt’s macroeconomic indicators
show that the fiscal position of Government
has worsened since the revolution (see Chart
2). To respond to the demands of the
revolution, the Egyptian authorities embarked
on an expansionary fiscal policy that led to the
widening of the fiscal deficit by 1.3% to 9.4%
of GDP in 2011 as compared to 2010. A
quarter of government spending in 2010/11
was on consumer subsidies, primarily for
energy (power, gas, petrol) but also food (see
Chart 3). As Egypt’s domestic public debt
expanded from 67% of GDP in FY2009/10 to
70.6% in FY2010/11 to finance the rising
budget deficit, domestic debt servicing costs
rose by 11.6% of exports for 2011 as yields
soared to a record high. The debt situation is
partly to blame for the country’s recent rating
downgrades and in turn the Bank’s ability to
lend to the country. Year-on-year inflation
revolved around 10.1% in 2010 before rising
to 11.8% in 2011 although the GoE announced
that annual inflation in August 2012 had held
steady at around 6.4%. However given that
3

Egypt is a net importer of food, and that the
Egyptian pound could depreciate further
(following the IMF mission in 2012), there is a
risk for imported inflation. Already, the
Central Bank of Egypt (CBE) in November
2011 took action by tightening monetary
policy, raising the overnight deposit rate to
9.25% and the lending rate to 10.25% from
8.25% and 9.75% respectively, the first time it
changed rates since September 2009. As of
September 2012 this rate has remained
unchanged.

that the political transition is successfully
concluded. The fiscal deficit is expected to
remain high at around 10% of GDP in
FY2011/12, due to subdued revenues, before
stabilizing to 9% in FY2012/13.
Chart 3 : Subsidies
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2.1.15. Heightened political uncertainty
affected investor and market confidence
curtailing capital inflows. Egypt’s stock
exchange EGX-30 was closed for 5 weeks
following the revolution. Subsequently, it lost
27% of its market capitalization, reaching 329
billion Egyptian pounds. The EGX-30 index
decreased by (33%) 2,219 points during
October 2011, reaching 4,451 compared to
6,670 during October 2010. As of October 9,
2012 the EGX-30 had partially recovered its
losses to close at 5,587. Net foreign direct
investment (FDI) inflows decreased by 67.6%
in FY2010/11 (compared to the previous fiscal
year) to US$2.2 billion thus negatively
affecting pubic investment programmes
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Source: Central Bank of Egypt

2.1.18. Owing to potential balance of
payment difficulties Egypt invited the
International Monetary Fund to re-discuss a
US$4.8 billion financing package that it had
previously turned down last year. The
Government has produced a National
Programme for Economic and Social
Measures (NPESM) covering 18 months, in
anticipation of the IMF programme, which is
currently under discussion with development
partners in order to garner support. The
Government programme is predicated on
reaching agreement with the IMF and also
includes financing from development partners
to close the financing gap that the country is
facing. It also acknowledges that the other
development partners are unlikely to come
forward unless an agreement between the IMF
and Egypt is reached first. Discussions with
the IMF and new Government are scheduled to
start afresh in October 2012.

2.1.16. Foreign reserves dropped to US$15bn
(less than six months of imports) by endSeptember 2012 compared to US$35 billion
by end-January 2011, despite obtaining over
US$1bn in funds from Qatar and Saudi
Arabia. The current account which was at a
surplus of 1.4% of GDP in 2007 also
deteriorated to a deficit of 4.1% in 2011
because of lower tourism revenues and exports.
2.1.17. Despite the fact that political
uncertainties over the short-run are
undercutting business confidence, growth
was 1.8% of GDP for 2011 and was estimated
at 2.2% for 2012 and 3% for 2013 with the
Government expecting a gradual recovery of
economic activity and tourism in FY2012/13.
Growth is expected to progressively recover to
pre-revolution levels of above 5% provided

 Governance
2.1.19. In recent years, the authorities have
enacted new, and also revised, existing
legislation in a number of areas to enhance
overall governance.
2.1.20. Property rights are relatively well
protected even if there is room for
4

improvement. With a property rights index
standing at 4.6 (measuring the perception by
business executives of property rights in the
country, including over financial assets) the
country ranks 56 out of 134 in the 2011
African Competitiveness report. Similarly the
country ranks relatively high under the
property rights index of the Mo Ibrahim Index
(2011) of African Governance with a score of
60.7 out of 100 (100 being the highest) as
compared to 64.7 out of 100 in 2009.

resolving insolvency (137). Enterprise Surveys
(2008) report that the top three constraints to
doing business include: Practices of the
Informal Sector, Inadequately Educated
Workforce, and Tax Rates. In terms of its
labor factor performance, Egypt has a
burdensome process for employing workers.
Chart 4: Quality of Governance
Rule of Law
Government Effectiveness
MAURITIUS

Regulatory Quality
Voice & Accountability
High

BOTSWANA

2.1.21. While starting a business has been
made easier, contract enforcement is reported
to be weak in Egypt. The country ranked 144
(out of 184 countries) on the Enforcing
Contracts sub index in the Doing business
indicators (2012).
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Source: World Wide Governance Indicators
(WGI), World Bank, 2009

2.1.22. While access to justice was reported to
be strong in 2010 by the Global integrity
Report (score over 80), business legal
framework is relatively inefficient as reported
by the African Competitiveness report.
Nevertheless in 2008 the government
introduced a business court to improve the
business environment.
2.1.23. Transparency remained a source of
concern in 2011. With a score of 2.8 in 2009,
the country ranks 112 out of 180 countries
within
the
Transparency
International
Corruption Perception Index (2011). This
indicator has worsened over the last decade.

100

2.1.26. However structural reforms were
pursued so as to improve the business climate.
Over the last years Egypt was repeatedly
among the top 10 global reformers. In
particular the country eased the issuance of
construction permits; reinsured contract
enforcement; eased access to credit
information and facilitated the creation of
start-up companies. As a result private
investments in Egypt were multiplied by 2.6
between 2003/2004 and 2008/2009. Private
investments accounted for 65% of total
investments in recent years but this rate
declined to 52% in 2011.

2.1.24. As a result of the weak system of
economic governance, Egypt has been unable
to guarantee that dividends of high economic
growth reach the poor (Charts 4 & 5). This
has left an important part of society at the
lower end of the spectrum quite vulnerable.
 Business Environment
2.1.25. The business environment in Egypt
requires great improvement. The country
ranks 110 out of 183 economies in the latest
Doing Business report (2012). Major
weaknesses were noted in paying taxes (145),
dealing with construction permits (155), and
5

2.1.27. Recent reforms on obtaining business
licenses have had a very positive impact on
Egypt. The country jumped from the 43rd in
2009 to the 21st in 2012 on the ease of starting
a business’ indicator as part of the Doing
Business survey. In 2011, Egypt reduced the
cost to start a business, while in 2010 company
start-ups were facilitated through the removal
of the minimum capital requirement. On the
other hand closing a business remains difficult
(132nd position).

Chart 6 :Global Competitiveness 20112012
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2.1.28. In Q2-2010 Egypt ended the sale of
state assets to individual investors following
public protests. The sukuk privatization
program had been temporarily suspended in
2008 and was to be re-launched in the
chemical industries sector. Nevertheless in the
past four years, Egypt sold only four
companies, while buying back seven from
investors. The government was aware of the
risk of social dislocation if liberalization
moved too quickly and reforms are expected to
remain gradual for the 149 remaining public
companies (accounting for less than 5% of
GDP).

Egypt

Tunisia

Turkey

Source: World Economic Forum 2011-12

 Trade and Regional Integration
2.1.30. The country benefits from several
bilateral and multilateral agreements. The
country is a member of the Euro
Mediterranean Free Trade Area, the Common
Market for Eastern and Southern Africa, and
the Greater Arab Free Trade Area and it holds
an Association Agreement with the EU. The
country also trades under the Generalized
System of Preferences arrangements with
industrialized countries.
2.1.31. In 2010, Egypt’s trade regime was
more open than that of other nations on the
continent. The country is considered one of
the most prolific liberalizers. Egypt ranks 64th
out of 125 on the latest Market Access TTRI
(2010). Based on its 5.6% score, Egypt is
more open to trade than the average MENA
country (11.9%) or lower-middle-income
country (8.4%) (2010). Nevertheless Egypt’s
openness ratio, as measured by the trade share
in GDP, was still below the MENA and
middle income country means in 2008 (46% Egypt; 69% - MENA; 56% - MIC).

2.1.29. Since the revolution, Egypt has not
backtracked on its commitments to business
facilitation – though these reforms have
slowed down.
 Competitiveness
Egypt, which ranked 81st out of 146
economies
in
the
2011
Global
Competitiveness Index (GCI), dropped 13
places to 94th out of 133 countries in 2012,
showing little improvements in key areas of
infrastructure, health, education, market
efficiency, and innovation. The country ranked
10 on the continent, behind Tunisia, Algeria
and Morocco. This poor rating is as a result of
heavily bureaucratic rules and regulations
related to ease of doing business and dealing
with the State.

2.1.32. Trade facilitation continues to be
affected by inadequate logistics, Egypt ranks
92nd out of 150 countries on the Logistic
performance index (2012). However, the
country is in line with the regional and lower
middle income country averages for nearly all
sub-indicators and costs to exports have
almost dropped by 30% between 2007 & 2010.
6

Table 1: Poverty Rates by Region and Age (2008)

2.1.33. Protectionist measures could however
restrict trade. For example, in October 2009
Egypt announced an equity cap of 51% for
Egyptian ownership imposed on companies
licensed to carry out shipping agency activities.

Region

Metropolitan
Lower Urban
Lower Rural
Upper Urban
Upper Rural
Egypt

2.1.34. Customs and trade should be further
facilitated with the development of 21
additional investment zones between 2010
and 2012 which are projected to attract $13
billion between 2010 & 2014.

Poverty Rate
Individuals
All
18-29
Individuals
8.2
6.9
8.8
7.3
19.3
16.7
22.7
21.3
44.3
43.7
23.2
21.6

% of
individuals
aged 18-29
23.3
22.4
23.4
23.5
23.4
23.3

Source: CAPMAS - Household Income and Expenditure
Survey

2.1.38. Inequality of wealth distribution, as
measured by the Gini index, stands at 32.1
(2012). Income distribution between urban and
rural areas is problematic. In rural Upper
Egypt where 25.6% of the population lives, 51%
of its residents are income poor. In urban
areas, half the population lives in slum areas.
The poor living conditions in the slum
settlements, including constraints in drinking
water access, sanitation and uncontrolled
industrial pollution are not offset by the
scattered social safety net initiatives that exist,
which is contributing to an increase in poverty
and vulnerability.

2.1.35. Even if measures were taken to
further cut customs clearance delays,
importing and exporting procedures are still
time costly (14 and 15 days respectively
according to Doing Business). But the country
is among the strongest performers in Africa
and belongs to the first quartile at global level.
C. Social Context
 Progress toward the MDGs
2.1.36. Egypt has made progress towards the
achievement of the Millennium Development
Goals. As shown in Annex V, the country
reduced extreme poverty and hunger and is
making good progress in improving access to
social services. Egypt has achieved universal
primary education, reduced child mortality
rates, improved maternal health, and combated
HIV/AIDS and other major diseases. While
access has improved, the quality of social
services remains a challenge.

2.1.39. Child labour continues to be of
concern despite the ban on it. Child labour is
a direct result of poverty. Initiatives are being
introduced through the National Council for
Motherhood
and
Childhood
and
in
collaboration with international entities such
as the ILO, to try and tackle this problem.
2.1.40. A number of the government’s social
safety nets, poverty alleviation and human
development strategies are inefficient, yet
costly, resulting in low returns on investment.
For instance the government spends about
27% of its GDP to improve the quality of life
of its citizens through the financing of
essential services and subsidies. These
subsidies represent a large portion of the
government’s expenditure, however, these
mechanisms are untargeted and often do not
benefit those in need. For example the top
40% of the population enjoy about 60% of the
energy subsidies while the bottom 40%
receive about 25% of these subsidies. These

 Poverty and inequities
2.1.37. The country continues to be
challenged by widespread poverty (see Table
1). In 2011, the poor represented 25.2% of the
population (extreme poverty standing at 4.8%).
An estimated 44.3% of Egypt’s poor is
between 18 & 29 years of age. It is estimated
that 23% of Egyptians live in slum areas,
where the population growth rate is 3.2%
against 1% outside the slums. Furthermore
even if between 1999 and 2005, the overall
poverty rate fell, the number of extremely poor
increased.
7

differences are more drastic in the urban sector
where the top 40% of the population receives
about 75% of energy subsidy benefits, and
more than 90% of gasoline subsidies. The
inefficiency of this system is a burden for the
economy. If energy subsidies are calculated on
the basis of full economic costs the resulting
number will be as high as LE 140 billion –
equivalent to 11.9% of GDP.

2.1.44. Since the onset of the revolution, and
the slowdown of the economy resulting in
layoffs, the unemployment rate has further
increased and is expected to reach 13% by
2013. The GoE’s 2011/12 budget created an
EGP 2bn Fund that would provide aid for 6
months to unemployed graduates while they
undertake vocational training.

 Youth unemployment
2.1.41. Unemployment, particularly amongst
the youth, has been a key grievance voiced by
protesters during the revolution. With more
than 750,000 new entrants to the labour
market every year, the unemployment rate has
been on the increase, rising from 8.7% in 2008
to over 13% expected in 2012. This aggregate
figure, however, does not demonstrate the
disproportionate way unemployment is
distributed amongst different segments of the
population nor the fact that it masks underemployment and lack of first-time job
opportunities. While the rate was 5.9%
amongst men the official 2010 unemployment
rate for women and youth rose to 19.3% and
24.8% respectively (see Chart 7). Almost 90%
of all unemployed were in the age group of 1529. With 60% of the population below 30,
there is an urgent need for job creation.

 Gender
2.1.45. The achievement of MDG3 on
promoting gender equality and women’s
empowerment remains a challenge for Egypt.
And it is also difficult to guarantee the
enforcement of measures to promote gender
equity in the current transitional climate.
However Egypt has almost succeeded in
eliminating gender disparities in secondary
education.

2.1.42. Unemployment is also increasingly
concentrated in the educated young. It is
characterized, among young men in Egypt, as
being highest for university graduates and
among women, as being highest for those with
post-secondary institution certificates.

2.1.46. Women remain marginalized from an
economic standpoint and women’s political
participation is low. In 2009/10, the official
unemployment rate was 22.2% for women and
only 5.0% for men. Yet women, while
constituting 30% of professional and technical
workforce, comprised only 9% of Egypt's
administrators and managers in 2007. In
addition, women are the most vulnerable
group within the labour market. To update key
areas on gender the Bank will undertake to do
a country gender profile for Egypt within the
timeframe of this strategy.

2.1.43. The GoE, with the support of the
International Labor Organization, issued a
Youth Employment National Action Plan
(2010–2015) in January 2010 determined to
tackle youth unemployment. The Plan
outlines an integrated approach for growth and
job-creation and targeted interventions
including entrepreneurship development, skills
enhancement and SME development.

2.1.47. Among the efforts to address gender
inequalities the government had for the first
8

The latest Environmental impact assessment
was nevertheless conducted in 2005. Egypt has
also announced new water saving measures
including switching from red meat to white
meat farming and using different varieties of
rice that are less water-dependent.

time,
mainstreamed
gender
in
the
development plan for 2007-2012. In 2009, a
Ministry for Family and Population was
established, although this was abolished after
the Revolution of January 2011. The
government had in recent years undertaken
substantial legal reforms concerning the status
of women: establishment of the National
Council for Women (2000), National Council
for Childhood and Motherhood (2000),
revision of divorce and travel procedures,
establishment of the family Court Law
10/2004. Nevertheless domestic violence still
is a major problem in Egypt. Following the
revolution, the outlook on the economic and
political empowerment of women is unclear
with a number of people concerned that the
status of women may be deteriorating.

2.1.50. A warmer and more varied climate is
also expected in Egypt by 2030. These
expected changes will have a significant
impact on water resources, agriculture and
natural resources. Other sectors and/or
activities are also particularly vulnerable to
climate change, namely health, tourism and
the coastal strip where a considerable part of
the country's socio-economic development is
concentrated and which increasing suffers
from encroachment by the Mediterranean.
2.1.51. Sharing of Nile river water resources,
is being re-discussed at international level. In
2010 Ethiopia, Uganda, Tanzania, Rwanda &
Kenya have signed a new agreement to alter
historic water sharing arrangements for the
River Nile and said Egypt, which opposes the
deal, had little choice but to join the other
states. However the new Government’s
approach is likely to be far more conciliatory
with a clear wish to adopt a ‘win-win’
approach with its Nile Basin neighbours.

D. Environment and Climate Change
2.1.48. The environment continues to be
adversely affected by factors such as the
production of hydrocarbons, the expansion of
tourism, the high population growth, the
intensive and extensive use of irrigation for
agricultural purposes along with unregulated
use of fertilizers, the rapid industrial
development and related high demand for
energy, the expansion of carbon-emitting
transportation and the unplanned increase in
human
settlements
(especially
fringe
settlements in urban areas). The high
population growth has continued to put
pressure on limited arable land resulting in
desertification, falling water tables and
increased soil salinization, especially in
coastal areas.

2.1.52. In particular, Egypt’s present energy
strategy (the resolution adopted by the
Supreme Council of Energy in February
2008) aims to increase the share of renewable
energy to 20% of the energy mix by 2020.
This target is expected to be met largely by
scaling-up wind power as solar power is still
very costly and most of the hydropower
capacity is already being used. The share of
wind power in total is expected to reach 12%,
while the remaining 8% would come from
hydro and solar. This translates into a wind
power capacity of about 7200 MW by 2020.

2.1.49. Revised guidelines for the National
Environmental Action Plan covering the
period 2002-2017 were issued in 2009. The
6th Five Year Plan includes seven main pillars
related to environmental protection, focusing
on: waste management, improving air quality,
improving water quality, eradicating industrial
pollution, environmental protection, training
and
environmental
awareness
and
decentralization in environment administration.

2.1.53. Development of renewable energy
resources in Egypt is on the right track but
would need substantial strengthening in
several areas. The wind development program
9

has the right ingredients including a vision,
target, a specialized agency with some
accumulated skills, and a reasonable incentive
system. The solar development program lacks
most of these ingredients. Also both wind and
solar development suffer from the lack of a
high level decision-making body and a clear
financing mechanism.
2.2

of the wounded and the martyrs, as well as
offsetting damages to businesses, issuing
unemployment assistance, increasing the
number of people receiving social pensions
and commencing consultation with civil
society.
2.2.3. The interim government had by and
large pursued the pillars of the existing
economic development mid-term objectives,
albeit with a stronger emphasis on social
inclusion and equitable growth. During the
G8 Finance Ministers Meeting held in
Marseilles in September 2011 Egypt renewed
its commitment to its medium-term policy.

STRATEGIC OPTIONS
A. Country Strategic Framework

2.2.1. Prior to the 2011 revolution, the
interventions of the Bank and other donors
supported Egypt’s Vision 2022 and the Sixth
Five-Year Plan 2007–2012 (NDP6). Egypt’s
Vision 2022 aims to expand production
capacities and improve social services and
infrastructure by creating employment through
stimulating investments; enhancing economic
reforms to foster development; and promoting
private sector participation in economic
activity. Importantly, Vision 2022 has seven
overarching objectives. These objectives aim
to attain macroeconomic stability, enhance
support to the leading sectors, foster export
promotion, develop SMEs, deepen private
sector participation, improve the living
standards of low-income groups, intensify
investment in Upper Egypt and enhance socioeconomic development to reduce existing gaps
between rural and urban communities. The
vision also underscores the importance of
achieving equitable distribution of income and
wealth. At the end of 2010 a situation Analysis
had been prepared by GoE and the
development partners underlining that most of
the goals of the Vision 2022 remained relevant.
However, there has not been any evaluation
done of NDP6 or of the Vision 2022 to date.

2.2.4. The macro-economic challenges are a
source of major concern for the current
administration. Restoring stability and
investor confidence in the short-term will have
to be addressed before a medium-term agenda
can be pursued fully. There is general
consensus that fiscal consolidation is key.
Previous reform efforts have been diluted by
inefficient tax collection and ill-targeted
spending. With foreign exchange reserves
dwindling and capital outflows continuing the
GoE has appealed to the IFIs and other
partners for the use of fast disbursing
instruments. However, major political entities
would prefer to forgo external borrowing, and
exhaust all other means of securing financing,
in particular by curbing corruption and
streamlining the public sector.
2.2.5. In March 2012 the Government
proposed the 18 month National Plan for
Priority Economic and Social Measures
which corroborates the continuation of this
agenda, with a strong emphasis on a “New
Social Contract”, with higher social protection,
better education, health services, and inclusive
growth
as
the
ultimate
objectives.
Accompanying the National Plan is an
Operational Policy Matrix that proposes
measures on: (i) improving transparency and
access to information, (ii) fostering policy
dialogue and civil society participation, (iii)
disclosing financial information of state-

B. The Government’s Transition
Agenda
2.2.2. In the aftermath of the revolution, the
interim government had focused on
addressing some of the most pressing social
concerns such as formalizing temporary jobs,
creating compensation funds for the families
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owned firms and (iv) improving accountability
at the CBE and GAFI.

2.2.10. Egypt faces a major problem of a
large, inefficient and underpaid civil service
with weak professional incentives and
performance. The country ranks low on the
Bertelsmann Transformation Index (2012)
which assesses whether and how developing
and transformation countries manage social
change toward democracy and a market
economy (Status Index: 88/125 and
Management Index: 88/125).

2.2.6. Policies targeting the poor and the
unemployed while addressing structural
weaknesses have become central. The Plan
aims to offer a range of better targeted social
security measures financed through improved
tax collection and rationalized public
expenditure.
2.2.7. The aim of this plan is also to restore
investor confidence and spur economic
activity; to guarantee that Egypt will comply
with
previously
signed
international
agreements and thirdly to attract liquidity by
undertaking urgent fiscal and structural
reforms. The GoE has also embarked on
boosting infrastructure foreign investments
through PPPs. It amended its rules for PPP to
allow disputes to be resolved through
arbitration rather than through Egyptian courts.
The government is also in the process of
launching a series of PPP tenders including
three joint PPP projects in the Cairo area
worth LE11 billion.

2.2.11. The quality of public services, the civil
service and the degree of its independence
from political pressures is perceived as poor
according to the Worldwide Governance
Indicators. The Country belonged to the 25th50th percentile for Government effectiveness
with a score of 32.2 out of 100 in 2011, and is
on the decline. The African Competiveness
report also highlights that Business executives
still perceive administrative requirements as
burdensome with the country ranking 79 out of
134 countries in 2011 with a score of 3.1
(1=burdensome, 7 = not burdensome).
2.2.12. Meanwhile,
public
access
to
information has been historically extremely
weak. In the 2012 index from Freedom of the
Press Egypt ranked 157 out of 190 countries, a
drastic improvement since the revolution.

2.2.8. Although it remains to be seen so far
the indications are that the new government
will not deviate significantly from the
aforementioned
midand
long-term
development agenda.

2.2.13. The government had taken measures
to improve the effectiveness of the public
sector in the short term. A number of highly
qualified and well- trained “advisors” have
been employed, a performance based
management system is under development and
wages were increased. The government is also
in the process of expanding e-technology.
However it seems that their efforts have not
borne fruit because, according to the latest
Worldwide Governance Indicators, the country
obtained a score of 32.2 in 2011 as compared
to 48.8 in 1998.

C. Challenges and Weaknesses
The key pre-revolution challenges remain
 Governance and cost of bureaucracy
2.2.9. The prevalence of bureaucracy and
red tape, the inexistence of solid citizenship
participation mechanisms and limited access
to public information have affected the ability
of Egypt’s government to provide quality
services to its citizens and be accountable to
them. As a result, the unaccountable nature of
authorities has been a source of concern for its
citizens.

2.2.14. Bureaucracy in turn critically affects
private sector development as highlighted in
section 2.2.19.
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 Extent of innovation and
sophistication

of 49% in January 2012, the banking sector
generally appears to enjoy ample liquidity.
However, major banks prefer to provide credit
to blue-chip companies and to the government
rather than to Micro and Small and Medium
Enterprises (MSME) which can become
engines for growth. The government has been
the largest borrower in the banking sector, thus
crowding credit for private sector investments.

2.2.15. Ironically Egypt was one of the best
reforming economies in the world and yet its
growth has so far reflected high rates of
investment rather than gains in productivity.
2.2.16. Moreover as the recent Bank
commissioned
Study
on
Export
Sophistication between North Africa and
South Korea proved, little progress has been
achieved in increasing the sophistication of
exports (high-tech exports accounted for only
1% of goods exports in 2009). Experience
from fast-growing emerging regions, notably
South East Asia, suggests that economic
transformation towards higher value-added
production is essential in bringing about
productivity gains and stronger and more
sustained economic growth.

2.2.20.
As a consequence, financing
MSMEs remains problematic as major banks
face high transaction costs and lack both the
incentives and infrastructure to serve
smaller, local economic actors. Additionally,
MSME’s often don’t have the capacity to
comply with the requirements, set up a
business plan and provide collateral.
Strengthening of oversight in the financial
sector is likely to benefit not only MSMEs but
also help reduce the cost of borrowing as
previous malpractices are quickly exposed.

2.2.17. A structural transformation of the
economy is needed to help Egypt produce
more sophisticated goods that embody higher
technology and concomitantly raise incomes.

 Education and basic public services
delivery needs improvement
2.2.21.The decline in quality of education is
perhaps the most serious as rising
enrollments and limited resources for
education at the primary and secondary
levels has forced schools to enlarge class
sizes which has had an impact on the quality
of education and future employment
prospects of youth who are ill-prepared for the
labour market. The education system in place
has also not promoted a curriculum in line
with the demands of the labor market. It has
also exacerbated inequalities between the welloff who can afford private education and the
poor who cannot. Similar deficiencies in
public service provision have been identified
for health care, water and sanitation.

 Tax collection - despite
improvements- remain an issue.
2.2.18. Despite the recent improvement the
country has still a long way to go. The
country ranks 140th out of 183 for the
‘Paying taxes’ index in the 2012 Doing
business report. The country’s scores for the
total tax rate, the number of payments per year
and the time spent to pay taxes are all far
above regional and global averages. The tax
policy seems in particular to be a burden for
the private sector. Other key concerns with the
tax policy include high levels of tax evasion,
an inadequate tax base that needs to be
widened and a tax regime that has to be
reformed so that it provides incentives for the
informal economy to be included.

 Poverty, regional disparities and
youth unemployment

 Financial Intermediation is weak

2.2.22. As highlighted in the preceding
section – high level of poverty, regional
disparities both in terms of access to quality
services and infrastructure; and youth

2.2.19.
Egypt’s financial sector has great
potential in terms of economic development
and job creation. With a loan-to-deposit ratio
12

unemployment are all critical challenges that
the government will have to overcome.

‘positive externality’ effect in terms of
boosting efforts on regional integration.

New challenges have emerged since the
beginning of the revolution

2.2.27. The Revolution has precipitated
international support from around the globe,
including from G8, GCC and IFIs, which
could help in closing financing gaps, and
catalyze some of the important structural
issues. One such program is the IMF loan of
$4.8 Billion, which is likely to garner further
financial support and at the same time will
trigger improvements on accountability, good
governance and restore investor confidence.
Gulf countries have also promised to provide
several billion dollars of aid. However firm
commitments from development partners are
unlikely to transpire until a new government is
in place after the presidential elections. In
addition a key platform for international
support to Egypt is the Deauville Partnership
where the IFIs have committed to provide
support in a coordinated manner.

 Worsening macro-risks
2.2.23. The
current
macroeconomic
conditions and repeated rating downgrades
by the credit agencies have critically affected
the country’s capacity to mobilize financial
support (S&P rated Egypt BB+ before the
revolution but downgraded it several times
now to B at present). Foreign savings are
declining while domestic savings mobilization
is close to exhaustion. The magnitude of the
macroeconomic imbalance can be determined
in the short run (as highlighted in section
2.1.11.) but 3-year projections are hard to do.
2.2.24. In addition, the severe GDP reduction
in 2011 will affect the budget balance in 2012
and 2013. Further, because of ongoing
austerity measures, the debt crisis, and the
difficulties faced by the European and US
economies demand for Egypt’s exports is
likely to be curtailed, reducing tourist visits,
and slowing inflows of FDI.

 A relatively diversified economy
with significant development
potential
2.2.28. The Egyptian economy is diversified
and does not depend on a single source for
ensuring future growth. As shown in Chart
8, manufacturing industries contributed 16.1%
of GDP in FY2010/11, followed by extraction
industries (13.7%), and agriculture, forestry
and fishing (13.2%). The contribution of the
private sector, that employs about 70% of the
Egyptian workforce (formal and informal),
stayed around 62% of GDP in the past 5 years.

D. Strengths and Opportunities
 Opportunity for reforms
2.2.25. The revolution in Egypt has created
an unprecedented opportunity for political
and economic reforms. The demands of
protesters have highlighted the importance of
governmental accountability and transparency.
The implementation of such reforms will make
the government better able to meet the
demands of its citizens and encourage
inclusive growth.
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 International support at the macro
level
2.2.26. Egypt is a critical country in the
region in its role as a catalyst for regional
stability and growth. The country’s
significance for the MENA region and beyond
is critical and the Bank is keen to support this

Chart 8: 2010/11 GDP Contribution by Economic
Activity
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cost of production (labor & inputs) tends to be
lower and the strategic proximity of the
country to targeted markets, namely Europe,
as well as its preferential trade agreements,
renders it increasingly attractive.

2.2.29. In particular the service sector has a

strong potential for growth and job creation.
A comparison of Egypt’s economy to those of
Turkey and Jordan suggests that Egypt can
grow the services sector substantially. Services
are the leading source of output for all three
economies, but the sector is more dominant in
Turkey (64.7% of output) and Jordan (65.6%)
than in Egypt (49.0%) Activities with strong
potential include financial services, ICT,
tourism, transportation, logistics (Suez Canal),
and construction. Tourism and construction
can create a substantial number of low-skilled
jobs—vital for poverty reduction—while
higher value-added services such as finance
and ICT generate technology and knowledge
transfers that increase productivity and
decrease the economy’s dependence on natural
resources.

2.3

Aid Coordination and Positioning of
the AfDB in the Country

2.3.1. The Development Partners Group
(DPGs) headed by the UNDP, coordinates the
work of Development Partners in Egypt.
Respective areas of focus are outlined in
Annex VIII. While developmental assistance
is well aligned to government policy priorities,
the use of country systems remains limited due
to concerns of poor governance in
procurement and financial management. In
this regard, the Bank is conducting an
assessment of the use of country procurement
systems for national competitive bidding
(NCB). Further, there is need to enhance the
capacity for planning and development
partners’ coordination at the level of MPIC.

 Infrastructure and integration in the
global economy
2.2.30. Egypt has experienced remarkable
progress in the provision of infrastructure
attaining a level which is consistent with a
middle income country status. In particular,
Egypt performs as well as or better than other
countries of similar per capita GDP in
transportation,
access
to
electricity,
telecommunications and water and sanitation
facilities. This infrastructure in particular
ports, seaports and the Suez Canal are
positioning Egypt as one of the key nodes of
the global economy. However it needs to
improve to keep pace with the country’s
economic and social ambitions.

2.3.2. DPs jointly with the GoE prepared in
2010 a Situation Analysis that sets forth
Egypt’s key development challenges for the
next five to ten years to be addressed by the
development community. The identified
pillars include: (i) Sustainable and Inclusive
Growth; (ii) Social-Political Rights; and (iii)
Environment
and
Sustainable
Natural
Resources (see Annex VIII).
2.3.3. During the transition phase, the Bank
has closely coordinated its interventions with
other partners and continues to do so,
particularly with the IMF and the World
Bank. This takes place within the larger
context of the Deauville Partnership where the
IFIs committed to provide coordinated support
to the Partnership countries. The Bank has
taken a proactive approach to delivery on this
commitment for the benefit of Egypt and the
other Partnership countries, including by
hosting the Secretariat for the IFI Coordination
Platform during its first year.

 A large and expanding market for
investors
2.2.32. Egypt also boasts a sizeable economy,
a robust private sector and one of the largest
populations in the region. The population is
increasingly middle class, educated and as
such presents itself as a sizeable market for
countries interested in investing in the country.
Recently, the BRICS have looked towards
Egypt as a manufacturing center where the
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2.3.4. As of end-September 2012, the Bank’s
portfolio in Egypt was dominated by 74.4% of
investments in the energy sector, 19.7% in the
social sector (SMEs, social protection), 3.6%
in the agriculture, irrigation, water and
sanitation sectors and the rest in transport and
tourism. The portfolio is comprised of 8
sovereign loans, 2 non-sovereign loans, and 16
studies with a total net commitment of over
UA 1.32 billion. Non-sovereign lending under
the Bank’s private sector window was just
above 11% (UA 155 million) of the total value
of the portfolio.

2.3.7. The key lessons from the previous
CSP, highlighted in the 2007-2011 CSP
completion report, are summarized as follows:
i) Perceived high cost of borrowing in certain
sectors, especially the social-related ones
ii) Inadequate quantifiable indicators in the
CSP
iii) Delays in fulfilling conditions for entry
into force/first disbursement
iv) Inadequate knowledge management
products
v) Need for more intensive donor coordination
These lessons and the different ESW that were
conducted have informed the Bank in the
identification and formulation of the pillars of
intervention. This has in turn defined a new
modus operandi to enhance the relevance,
consistency and efficiency of Bank actions
under the current strategy. For example ESW
on wind energy use and power plant efficiency,
use of clean energy and reforming energy
subsidies has been instrumental in shaping the
Bank’s current dialogue with the sector and
influencing new operations in the Bank’s
pipeline. Similarly the Export Sophistication
Study will allow the Bank to better evaluate
the value-added factor from its sector-specific
policies in future.

2.3.5. The CPPR (2011) highlighted that
although the overall performance of the
sovereign portfolio was satisfactory, with an
overall rating of 2.48, the disbursement rate
declined from 53.2% to 32.8%, since 2008.
Following the revolution the country was
taking longer than usual to fulfill conditions
related to entry into force and first
disbursement. The Bank on its part slowed
down the processing of operations that had not
been ratified by end-January 2011. There
were, however, no problematic or potentially
problematic projects. The active sovereign
portfolio average age was 2.86 years,
compared to 5 years for the portfolio reviewed
in 2008, with no ageing projects. The Country
Portfolio Performance Plan (CPIP) for 2011 is
outlined in annex X.
2.3.6. The Bank’s portfolio is rather underdeveloped for operations in sectors such as
agriculture and irrigation, transport and
communications, and water and sanitation,
which can partly be attributed to the Bank’s
lack of highly concessional lending
instruments at par with cheaper sources of
financing available to GoE. The Bank should
continue to use concessional funding available
through the middle income country technical
assistance fund (MIC TAF) grant window or
the Global Environmental Facility (GEF) to
reduce the overall costs of funding.

III.

BANK GROUP STRATEGY FOR
2012-2013

3.1

Rationale for Bank Group’s
Intervention

3.1.1. In light of the prevailing context, the
Bank has prepared this interim strategy. The
strategy was based on the recent National Plan
for Priority Economic and Social Measures,
submitted to the IMF together with a Policy
Matrix, Egypt’s Vision 2022, the strategic
elements presented in the May 2011 Deauville
Partnership, and the plans of the major
political parties. The proposed interim strategy
also reflects on the dialogue maintained with
the authorities in Government and Parliament
15

and other development partners including
during the Bank President’s and VicePresident’s visits in August 2011 and March
2012 respectively.

guarantees,
technical
assistance
and
analytical work. Considering the immediate
financing needs the Bank will work towards
exploring other avenues than domestic
borrowing such as sovereign guarantees,
equity and lines of credit that improve access
to credit for business operations, support job
creation and export promotion. Indicators such
as the GDP growth, foreign exchange reserve
build up, change in inflation rate and level of
fiscal deficit will all be vital in assessing
progress for Egypt.

A. Bank’s Strategy 2012-2013
3.1.2. The Bank’s intervention strategy in
Egypt during the period 2012-2013 would be
based on primarily pursuing macroeconomic
stabilization to support the recovery and
secondly promoting inclusive growth to
reduce poverty. To achieve this, special
emphasis will be put on the issues related to
governance and reforms for improved public
sector efficiency: (i) to strengthen the business
environment and (ii) to improve the inclusive
nature of national growth. The strategy is fully
aligned with the Bank’s current Medium Term
Strategy and proposed Long Term Strategy,
particularly with its focus on good governance
and private sector-led growth.

3.1.5. Such support will look towards a
qualitative transformation of the institutional
framework to support growth while
implementing and monitoring the country's
economic and social policies. The objective
will be to support both the services sector and
the business environment through new draft
policies
for
consultation,
improved
transparency through enhanced institutional
and economic governance with the
establishment of a systemic, participatory,
measurable and visible process for reviewing
administrative regulations, public financial
management, and public procurement not only
from a governance viewpoint but also as a
demand-side policy tool2.

3.1.3. The underlying principle will be in this
transition phase to provide support in a
coordinated manner with other development
partners and encourage co-financing to
mitigate risk. In this regard the Bank will also
undertake to do a fiduciary risk assessment of
the country within this strategy’s timeframe,
especially in the lead up to a budget support
operation under the Bank’s new PBO policy,
with the focus being on assessing public
financial management and procurement. The
possible menu of interventions for Egypt is in
Annexes I and VII but will only be pursued
depending on the priorities of the new
Government which the Bank will seek through
proactive dialogue at the earliest opportunity.

Sub-Pillar I.2: Economic Recovery
3.1.6. A special emphasis would be put on
improving the efficiency of sector resource
use while maximizing the impact of the
Bank’s investments in view of stimulating the
recovery of the economy. Infrastructure
development activities (in the form of projects,
sector budget support and technical assistance
among others) will be supported with the
expected outcome being to contribute to kickstarting growth in different sectors of the
economy. The social sectors such as health,

Pillar I. Stabilization and Economic
Recovery
Sub-Pillar I.1: Macroeconomic stability
3.1.4. The Bank will strive to support the
macroeconomic stability of the country along
with Egypt’s structural and sector reforms
using the whole array of instruments at its
disposal including fast-disbursing operations,

2

The use of public procurement at all levels of state in
order to contribute to more innovative activity in
industry and to growth of markets for innovative
products and services.

16

education and agriculture will not
overlooked even if the focus is on a PBO.

be

only different vehicles but also the
development of an SME bank and various
guarantee schemes and equity funds to boost
decent job creation.

3.1.7. In order to attract investment for
infrastructure, leverage resources and
improve efficiency, the Bank will provide
support to Egypt’s PPP agenda. The Bank
will support PPP projects aiming at leveraging
government resources while supporting private
sector activities. In parallel the Bank will
continue seeking innovative means to support
PPP-led growth, promote reforms on the
regulatory side and enhance transparency.

3.1.11. In parallel, the Bank will consider
support to transformational training, both
short and long term, to tackle the mismatch
in the labour market and in particular
improving the employability of women and
young graduates. The Bank will consider
supporting the Government’s efforts to
promote technical and vocational education
and training (TVET).

3.1.8. Private sector investments and
technical assistance oriented towards high
value-added products and services will be
considered. Egypt has a strong potential for an
increased investment program with numerous
strategic sectors as highlighted in the 2010
AfDB’s Private Sector Country Profile.
However, with the current uncertainties
prevailing in Egypt, foreign and national
investments have fallen, resulting in an
adverse effect on decent job creation in the
economy. This calls for a countercyclical
investment strategy.

3.1.12. The Bank will also consider the
financing of private activities with high job
creation
potential,
particularly
in
disadvantaged regions, for example through
agriculture-based projects. This will help to
promote growth based on enhanced social
cohesion,
thereby
facilitating
the
implementation of reforms. The aim is to
boost the regions’ attractiveness to jobcreating and value-adding investments.
Sub-Pillar II.2: Improved Effectiveness and
delivery of basic services

Pillar II. Inclusive Growth to reduce
Poverty

3.1.13. The Bank will support reforms to
better target public expenditure in support of
the poor and enhance public service delivery
mechanisms. For example, the Bank will
support the Government’s efforts in reforming
and better targeting subsidies which are
currently ill-structured. This will entail
potentially supporting initiatives such as
conditional cash transfers and other social
protection mechanisms.

3.1.9. The Bank activities will help to
reduce regional disparities based on objective
socio-economic human development criteria.
This will include urban/rural disparities as
well as the rehabilitation of slum areas. This
will be achieved through job creation activities
and improved service delivery.
Sub-Pillar II.1: Improved Job Creation

3.1.14. The Bank will continue to consider
investments to improve the population's
access to basic infrastructure which are
critical to aiding in poverty reduction. This
would include access to water and sanitation,
energy, transport, education services, health
and low-cost housing. The objective is to help
the poor access basic services to develop
human capital and allow the emergence of
private initiatives.

3.1.10. The Bank will continue to consider
support to the development of MSMEs, one
of the Government’s priorities for socioeconomic development given the growing
need for poverty reduction and the
generation of sustainable employment. There
is a critical need to help MSMEs access
finance. An approach could involve having a
robust monitoring strategy with the use of not
17

B. Modus operandi for the strategy

fully financed) IMF standby arrangement
(SBA), the Bank is preparing a $500m
Programme-based Operation (PBO). Based
on the Government’s economic reform
programme, this operation is being prepared
with other development partners, notably the
World Bank.

3.1.15. This strategy, given the high
uncertainties prevailing around future Bank
interventions, adopts a progressive and
flexible approach to Egypt's political,
economic and social situation. The strategy
should be considered as a starting point for
guiding the selection of future operations and
implementing Bank support. The duration of
this 2012-2013 strategy has been carefully
reviewed so as to provide a ‘bridging strategy’
for when a full CSP can be undertaken. It is
recognized that not every proposed
intervention will be possible to implement in
such a short time-frame.

3.1.19. For these reasons, the Bank's
intervention framework outlined in the
document and annexes is adaptable to the
major political and institutional events that
the country faces and will be under constant
review as the political and economic
environment evolves.
3.1.20. In parallel a new modus operandi will
be applied to enhance the relevance,
consistency and efficiency of Bank actions in
the country. The Bank's operating methods
will focus on:

3.1.16. Flexibility will materialize with the
implementation of a permanent dialogue with
the Egyptian authorities and at each
important political, economic and social
event taking advantage of the strong existing
Bank field office presence in Cairo. Such
dialogue will allow the tailoring of the Bank's
response as required and set out in the two
pillars as well as between sovereign and nonsovereign financing.


Leverage Effect. With shrinking
investment trends, an unfavourable macroeconomic situation and the current adverse
conditions present in the international
financial markets, the search for leverage
effects, from pooling resources and
mitigating risks, should systematically lead
to the quest for better coordination of Bank
activities with the other donors and private
partners.

3.1.17. For purposes of support to stabilize
the macroeconomic situation, the Bank has
at its disposal several instruments (Budget
Support Operations, Programme Based
Operations, Sector Budget Support, Balance
of Payment Support, trust funds), Lines of
Credit and Guarantees among others, which
it can deploy at short notice. Options to
mobilize quickly more resources include the
restructuring of the portfolio, the front-loading
of the country’s sustainable lending limit and
the provision of a specific capital buffer to
support counter-cyclical lending. However
they are all predicated on the Bank’s own
assessment of its ability to lend to Egypt
balanced against it taking on an increased risk
exposure in North Africa under the current
environment.


Selectivity. Project selection should be
based on a set of indicators in line with the
needs of the population. Such indicators must
highlight the inclusive nature of the Bank’s
interventions.

Advisory
services.
Strategy
implementation should be backed by
ESW/studies to improve knowledge and
build capacity with the Bank availing its
Trust Funds to help Egypt in this regard.

Creativity. Using traditional operation
funding instruments alongside all other
instruments (budget support, guarantees,
lines of credit, trade finance, equity) to create
a ‘leveraging effect’ for Egypt both for

3.1.18. Upon the request of the Government
and in anticipation of an agreed upon (and
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addressing short-term binding constraints and
tackling long-term measures related to
structural transformation .

3.3

3.3.1. The current challenges to Egypt’s
macroeconomic framework call for support
from all development partners. In this regard,
the Bank will continue focusing on how best
to respond to the country’s needs and priorities
in the immediate term and beyond while
taking into account the interests of the
institution especially in terms of risk capital
exposure.


Transparency and Visibility. The
transparency of the Bank’s operations will be
enhanced, with a prominent role for EGFO,
through the greater involvement of civil
society: (i) consulting civil society during the
identification and design of Bank operations;
(2) developing mechanisms to work with
civil society organizations (CSOs) in order to
strengthen ownership of aid and (3)
involving civil society in the evaluation of
activities.
3.2

Objectives,
Actions,
Outcomes and Targets

Country Dialogue Issues

3.3.2. This interim strategy allows for a full
CSP to be undertaken at any time in the
future, through continued monitoring of the
situation, based on the Bank’s satisfactory
assessment of the following:

Expected

i) A new national development plan is
elaborated beyond 2012 covering the country’s
medium term development plan;

3.2.1. Monitoring and Evaluation: The
Results based logical framework is annexed
(Annex I). In addition, regular dialogue with
the authorities will permit close monitoring of
the portfolio implementation status and
evaluation of outcomes as well as restructuring
the portfolio in line with changing
circumstances, and based on the country’s
monitoring and evaluation system.

ii) A stable state of events is in place, to
produce a conducive environment for
meaningful dialogue with the Government.
3.4

Risks and Mitigation Measures

3.4.1. The key risks that could affect the
implementation of this strategy, and proposed
mitigation measures are summarized, below.

3.2.2. Outputs and Targets of Pillar I: Bank
action will help to further improve the rules
governing economic activities by creating an
enabling environment for private sector and
local skills development. The Bank's new CSP
seeks to gradually introduce a culture of
performance-based
management,
gender
equality and skills development at the national
and local level.

Uncertain Political Outlook
3.4.2. As Egypt continues to define its new
constitutional order, and organize new
parliamentary elections, new emerging
challenges may arise that could unfavourably
impact the Bank’s operations. After the
upcoming parliamentary elections, political
priorities could change at short notice. This
could potentially affect the relevance of the
Bank’s strategy in the country. Further,
Egyptians remain sensitive to reforms
proposed by IFIs especially as regards
austerity reforms envisaged for the country.
The formation of a government, under the
newly elected president is promising and could
pave the way for the early introduction of
economic reforms.

3.2.4. Outputs and Targets of Pillar II: The
Bank’s activities will contribute to achieving
the Government’s objective of improving
access to basic infrastructure (water, energy
and social services).The Bank will also
support promising sectors with high jobcreating potential, to enhance the efficiency of
the mechanism established, to combat
unemployment and exclusion, especially
among the youth and disadvantaged people.
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social instability (thus undermining the
implementation of Bank operations) if the
government is unable to fund its generous
subsidies programs. Further, three major
challenges will also critically affect social
stability: youth unemployment, regional
poverty disparities and development trends
more generally. If these issues are not
adequately addressed, instability is likely to
persist. This strategy takes these risks into
consideration by ensuring that the Bank will
coordinate with its partners before intervening.

Adverse Economic and Macro-economic
challenge:
3.4.3. The Bank’s current Egypt credit risk
rating has been affected after several
downgrades, by the rating agencies, during
2011 and 1Q2012. For example S&P’s ratings
for Egypt were: BB+ with a stable outlook
before the revolution, BB on 1 February 2011,
BB- on 18 October 2011, B+ on 24 November
2011 and finally B on 10 February 2012 with a
negative outlook. These downgrades have, in
turn, constrained the Bank’s ability to lend. In
any event the Bank will ensure constant
dialogue with Egypt and prioritize its lending
based on changing needs and the new
Government’s plans and capacity to manage
new operations that transpire during 2012/13.

IV.

CONCLUSIONS AND
RECOMMENDATIONS

4.1.

Conclusions

4.1.1. Although Egypt’s economy was poised
to recover the remarkable performance it had
achieved before the onset of the global
financial crisis of 2008-2009, the 25 January
2011 revolution brought to the fore several
challenges in the country’s macroeconomic
framework and governance. These concern
issues of poverty and exclusion in water and
sanitation, housing, health, education, social
safety nets, and employment, and long
unresolved issues relating to gender equity,
governance, transparency and accountability.

3.4.4. The Bank will continue to ensure the
continuity of development assistance to Egypt
by adapting its approach and instruments,
with maximum flexibility. It will mitigate any
undue risk of intervention by coordinating
closely with major development partners and
support the country to mitigate risks related to
financial and macroeconomic instability. In
doing so the Bank will also engage through the
G8 “Deauville Partnership” to ensure Egypt’s
interests remain priorities whilst at the same
time continue to closely monitor its risk
exposure in Egypt so as to mitigate any undue
risk on the Bank’s own credit rating.

4.1.2. These challenges require concerted
efforts and support by development partners
including the Bank. The Bank will therefore
aim to ensure the continuity of development
assistance to a valued partner in a time of need
by adapting its approach and instruments to
the rapidly evolving concerns of the country.
Within the constraints of resources at its
disposal the Bank will utilize its instruments,
both lending and non-lending, to support
Egypt.

3.4.5. The Bank remains mindful of the
continued weakness of the Eurozone
economies and its expected impact in
negatively affecting global growth and trade
especially with neighbouring countries such
as Egypt. The Bank will continue to monitor
this with a view to mitigating negative trade
repercussions for Egypt where it can.

4.2.

Social Instability

Recommendation

The Board of Directors is requested to approve
this Interim Strategy Paper for Egypt covering
the period to 2012-2013.

3.4.6. Social instability and insecurity often
accompany transitions to democracy. Social
conflicts and protests are numerous and will
only cease if social demands are met. The
worsening fiscal position in Egypt could cause
20

Annex I: Results-Based Framework for the Bank Operations, 2012-2013
Egypt’s Development
Strategy

Constraints hindering the
achievement of strategic
objectives

Final Outcomes
(by 2013)

Final Outputs
(by 2013)

Potential Technical
Assistance and Studies

Potential Projects

Pillar I – Stabilization and Economic Recovery
Sub-Pillar I.1: Macroeconomic Stability
Vision 2022 objective of
attaining macro-economic
stability, enhance socioeconomic development and
reduce existing gaps
between rural and urban
communities through
equitable distribution of
income and wealth.

Centralized administration and
weak culture of disclosure – lack of
independence of regulatory
agencies

The Government’s
development agenda seeks
to continue reforms in the
economy, after stability is
restored, in order to help the
country produce more
sophisticated products at
competitive prices.

Trade Policy and restrictions on
foreign investment in services
Outdated taxation policy especially
for private sector entities.
Lack of proper incentives for
developing innovation in
enterprises in addition to complex
and opaque mechanisms for
investors.
Limited access to public
information.
Large, inefficient and underpaid
civil service with weak
independence from political
pressures.
Enabling business environment for
SME development is weak

Improved environment
with reduced
macroeconomic volatility
and stabilizing economic
outlook
Sustainable growth model
is established

Reforms initiated based on
supporting improved
governance and oversight of
financial sector

TA and Studies on factors affecting
macroeconomic stabilization in Egypt
and possible ways to control them

Ongoing reforms extended to
all Ministries

TA and Studies on budgetary reforms,
increased coordination of information
across ministries and strengthened
framework for review and governance

Loan A: A set of
coordinated actions
reinforced by a policybased budget support
operation to stabilize the
macro-economic situation
and boost investor
confidence

Sub-Pillar I.2: Economic Recovery

Governance of the banking sector
and bank liquidity undermined by a
weakened financial system

Open growth model and
incentives for domestic
and foreign investors
established
Proper incentive
structures instituted.
Efficient, independent
and effective civil service
able to guide and
implement policy.

Capacity Building for key
ministries and trade review and
taxation policies are launched
and taxation policy is clearer
Investment code is reformed
and procedures for access to
funds are adopted. Innovative
enterprises and thorough
diagnosis of supervision
methods and procedures is
done
Enhanced access to timely
public information

SMEs increasingly create
new jobs to absorb new
graduates annually
Financial system attracts
countries seeking Egypt
as a manufacturing base
for the region

Improved service delivery and
business sector client
satisfaction
Strengthened banking sector
oversight

TA on reform of the country’s trade
policy and reforms on taxation is
undertaken
TA on financing banking sector
reform including the operational
capacity of banking supervision
Study on creating a coherent macrosector database and improved etechnology
Capacity building in Min. of Finance,
Planning & Economy
TA and Studies on a Growth
Diagnostic for Egypt
TA on assessing effectiveness of
previous Lines of Credit and lessons
learnt as a result

Loan B: A set of
coordinated actions
reinforced by a policybased budget support
operation targeting
improved taxation
policies and trade policy
reform
Loan C: Support for
restructuring the debt of
ailing public enterprises
through loans and
guarantees

Loan D: Assistance for
SME and MSME
development through
targeted Lines of Credit

Pillar II - Inclusive Growth to Reduce Poverty
Sub-Pillar II.1: Improved Job Creation
Continued emphasis on
social inclusion and
equitable growth in the
Government’s approach to
short and medium-term

Inadequate presence of businesses
in key areas due to lack of proper
incentives and poor oversight
regulation

Access to increased
employment
opportunities is improved
for populations living in
depressed areas

Reform and Development of
private sector reform programs.
Design and implementation of
incentives schemes to promote
growth in depressed areas

Studies on promotion of growth in
Egypt’s sectors of core competence
linked to the education reforms
underway

Loan E: All these actions
coordinated and
strengthened by a budget
policy support or sector
support loan with
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development.

High structural unemployment due
to low growth and a mismatch
between labour supply and demand
in the market

Employment prospects
improved through reform
of the education,
qualification and TVET
systems

Government’s National Plan
for Priority Economic and
Social Measures under the
“New Social Contract”
emphasizes higher social
protection, better education,
health services and
improved structures of
accountability.

Government incentives on training
and vocational skills programmes
are weak

Government- business relations are
weak and lack clear incentives and
regulation

Increased engagement by
the public and private
sectors in job creation
and work-linked training
backed by strong
Government incentives
Employment Support
programmes and a
restructuring plan of
employment-intensive
sectors is prepared
Transformation and
higher added value in the
manufacturing sector

Weak and untargeted social safety
nets

Improved opportunities
for the poor

Weak or non-existent linkages
between employer and labour
market needs

Technological courses are
introduced and university reform
is initiated.
Courses in vocational training
and skills development are
established.
Creation of public and regulation
of private employment agencies
is started.
Public programmes prepared
jointly with Training Centers,
business associations and
representatives of the private
sector

emphasis on TVET and
employment programmes

Studies and TA on effective job
creation programmes linked to
demand and supply

Number of unemployed
graduates drops by end 2013

Assessment is done of local content
and procurement of local goods and
services by foreign companies

An effective programme is
specified for SMEs

Assessment of the possibility of
establishing joint ventures between
foreign and local firms to facilitate
transfer of know-how and capacity
building of local companies
TA on suitable safety nets by sector
is undertaken

Design and implementation of
social reform programmes

Loan F: Support to the
private sector, skills
imparting schemes and
restructuring of key
industrial sectors and
services to promote social
reform and safety
programmes

Sub-Pillar II.2: Improved Effectiveness and Delivery of Basic Services
Government’s focus is on
promoting policies that
target the poor and
unemployed while
addressing structural
weaknesses through
improved tax collection and
rationalized public
expenditure.

Overlapping jurisdictions of
ministries and weak private sector
presence
Large gaps in access to basic
services for rural and urban
population centres

Insufficient PPP capacity and
incentives in place
Development costs in the rural
settlements are high

Regional autonomy in the
choice of economic and
social programmes is
enhanced
Basic services begin to be
more widely available in
rural areas

Populations in the rural
areas enjoy better basic
public infrastructure

Proposal for decentralization
and de-concentration of
competences and fiscal
responsibilities
Regional Development plans
involving all stakeholders are
finalized
Sanitation, basic health and
education programme
upgrading is launched
Infrastructure investment
programmes are initiated to
better serve poor areas

TA and Studies to support
decentralization

TA and Studies to prepare inclusive
development plans with focus being
on how to overcome rural and urban
disparities

TA and Studies on effective service
delivery and use of PPP-based
financing models
Studies on basic infrastructure
delivery plans. Focus on quality and
standards in provision of services

Loan G: Coordinated
package on coping with
gaps in rural and urban
population centres
reinforced with budgetary
policy support

Loan H: Financing of
basic infrastructure and
service delivery support
to poor areas especially
targeting communities in
rural areas
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Annex II: Status of Implementation of 2007-2011 Bank Group Strategy
The 2007-2011 Country Strategy Paper
(CSP) for Egypt approved by the Board of
Directors on the 4th April 2007 focused on
two strategic pillars: (i) private sector
development; and (ii) social development
and protection. During the period of the
strategy’s implementation, Egypt was faced
with several adverse external and internal
shocks: the global food, fuel and financial
crises between 2007 to 2009 and then the
effects from the aftermath of the 25 January
2011 revolution.
The Mid-Term Review of the 2007-2011
CSP in 2009, and, the 2011 Combined CSP
Completion Report and Country Portfolio
Performance Review Report, concluded
that the delivery of lending and nonlending activities showed mixed results.
The reports however noted that the Bank’s
support during this period focused mainly on
Pillar I, which accounted for 78.8% of the
active operations, compared with 21.2% for
Pillar II. In terms of distribution, the CPPR
stated that support for the energy sector
dominated accounting for 61.14% of the
investments volume, followed by private
sector (14.33%), social sector (13.55%),
financial sector (7.66%), water resources
(3.01%), agriculture irrigation (0.25%), and
finally transport sector (0.04%). Annex V
provides information on the active portfolio
including project approvals over the period
2007-2011. During the period of the
previous strategy donor coordination had
been strengthened through the Bank’s
participation in the different Development
Partners Group (DPG) meetings as well as
through joint operations in the energy,
finance and water sectors (Financial sector
Reform Program (2007), Suez Power Project
(2010), Ain Soukhna Power Project (2008)
and Gabal El Asfar Waste-water treatment
Plant Project (2009). Other issues and
lessons learned from the 2007-2011 CSP

completion report and the CPPR that have
informed the design of this strategy, are
summarized in Box 1.
Key achievements in promoting private
sector development (Pillar I): The energy
sector added 750MW generation capacity to
the Unified Power System (UPS) by end2011, under the El Kureimat Power Plant
project, thus making energy available to
promote economic growth and improve the
standard of living of Egyptians. In the
financial sector, key outcomes achieved
under the Bank’s US$ 500 million budget
support loan that was implemented by 2009
included: (i) the enhancement of innovation
in the banking sector, state-ownership of
banks as reflected in the share of banking
sector deposits which reduced from 65% in
2004 to 53% by end-June 2007. Further,
resilience of the banking system was
reinforced by cutting non-performing loans
(NPL) as a percentage of total loans by
about 50% by end-September 2009. The
Bank also financed sovereign-guaranteed,
but private sector Lines of Credit for small
and medium enterprises (SMEs) thus
improving access to finance.
Key Achievements in promoting social
development (Pillar II). Key achievements
under this pillar included increasing the
number of financial intermediaries providing
finance to micro, small and medium
enterprises (NBE Line of Credit; SFD MSE
Support Project; Franchising Sector Support
Project), diversifying on-lending through
banks, NGOs, SFD direct lending, and
specific tripartite agreements targeting youth
and green initiatives (MSE Support Project),
supporting the livelihood of about 354,000
farm
families
(El
Beheira
Rural
Development Project II), providing access to
credit credit (to about 12,000 people of
which 15% were women under the Principal
Bank for Development of Agriculture Credit
III

and to 46,750 persons under the MSE
Support Project of which 30% are women),,
deepening access to health facilities from 50%
to 100% (Health Sector Reform Programme),
and empowering 3,000 women to create new
businesses
(Women’s
Economic
Empowerment Project). All in all over
96,985 new jobs have been created through
Bank-financed operations under both pillars.
Non-lending activities have shown progress
with a number of Economic & Sector
Works having been produced during the
2007-2011 CSP period on (i) the

Competitiveness of the Egyptian Economy
in 2010; (ii) the 2009 Egyptian Private
Sector Profile; (iii) studies on the
rehabilitation of canal infrastructure in the
irrigation sector; (iv) the energy sector in
Egypt; (v) the 2011 Comparative Study on
Export Policies of Egypt, Morocco and
Tunisia with those of South Korea, (vi) the
2010 Clean Energy Development Study in
Egypt and (vii) the impact of Basel III on
the financial sector.

BOX 1: Summary of Lessons Learnt from the previous CSP
CSP (2007-2011) Lessons
Recommended Actions
Perceived high cost of borrowing on Leverage use of GEF funding, bilateral grants, and the middle income
Bank’s agriculture and irrigation, and country technical assistance fund grant to lower cost of funding. The Bank
water and sanitation sector operations will deepen dialogue on this issue as part of project preparation.
Inadequate quantifiable indicators in The results framework for the extended CSP has been revamped to contain
the
CSP
results
monitoring sufficient quantifiable baseline and benchmark indicators
framework
Delays in fulfilling conditions related EGFO will intensify trainings/workshops for the Government officials, and
to entry into force/first disbursement
staff of the Executing Agencies on the Bank’s rules and procedures.
Effectiveness of intervening in many The CSP enhances selectivity while aiming to respond to the demands of the
sectors to be evaluated in light of the revolution (e.g. as regards human development, and social inclusion areas),
revolution
and building on the Bank’s comparative advantages in sectors such as energy.
Inadequate knowledge management This strategy seeks to position the Bank to strengthen the production of high
products are undermining lending quality and relevant Economic and Sector Work (ESW), not only so it can
operations, e.g. for the non-sovereign identify a critical mass of new operations but so that it can also enhance
portfolio that remains weak.
quality at entry of new projects.
Need to intensify donor coordination
The Bank will step up coordination amongst the development partners on
Egypt, including bilateral donors, in order to learn from their experiences and
better target resources in focused areas of common concern.
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Annex III - Egypt: Comparative Social-Economic Indicators
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2004
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0,4
0,7
16,5
16,2
48,6
94,6
23,6
67,0
81,1
11,4
10,1
5,4
7,8
1,7
13,7
72,4

2004

1,3
2,3
28,7
5,9
53,0
103,4
26,2
77,7
68,9
21,1
7,8
44,7
67,8
2,6
230,0
61,2

2003

Environmental Indicators
Land Use (Arable Land as % of Total Land Area)
Annual Rate of Deforestation (%)
Forest (as % of Total Land Area)
Per Capita CO2 Emissions (metric tons)

2,3
3,4
40,4
3,4
78,1
99,5
24,4
57,7
58,9
34,5
11,1
76,0
119,5
4,4
530,7
28,6

2004

Education Indicators
Gross Enrolment Ratio (%)
Primary School
- Total
Primary School
- Female
Secondary School - Total
Secondary School - Female
Primary School Female Teaching Staff (% of Total)
Adult literacy Rate - Total (%)
Adult literacy Rate - Male (%)
Adult literacy Rate - Female (%)
Percentage of GDP Spent on Education

1,7
2,1
31,3
5,2
57,4
100,8
26,0
73,2
75,2
22,8
5,1
22,9
26,2
2,7
66,0
60,3

2003

Health & Nutrition Indicators
Phy sicians (per 100,000 people)
Nurses (per 100,000 people)*
Births attended by Trained Health Personnel (%)
Access to Safe Water (% of Population)
Access to Health Serv ices (% of Population)
Access to Sanitation (% of Population)
Percent. of Adults (aged 15-49) Liv ing w ith HIV/AIDS
Incidence of Tuberculosis (per 100,000)
Child Immunization Against Tuberculosis (%)
Child Immunization Against Measles (%)
Underw eight Children (% of children under 5 y ears)
Daily Calorie Supply per Capita
Public Ex penditure on Health (as % of GDP)

2011
2011
2011
2011
2011
2011
2011
2011
2011
2011
2011
2011
2011
2011
2010
2008

2010

Egypt

Demographic Indicators
Population Grow th Rate - Total (%)
Population Grow th Rate - Urban (%)
Population < 15 y ears (%)
Population >= 65 y ears (%)
Dependency Ratio (%)
Sex Ratio (per 100 female)
Female Population 15-49 y ears (% of total population)
Life Ex pectancy at Birth - Total (y ears)
Life Ex pectancy at Birth - Female (y ears)
Crude Birth Rate (per 1,000)
Crude Death Rate (per 1,000)
Infant Mortality Rate (per 1,000)
Child Mortality Rate (per 1,000)
Total Fertility Rate (per w oman)
Maternal Mortality Rate (per 100,000)
Women Using Contraception (%)

2009

54 658
1 240,4
75,4
36,5
38 657
60,4
50,2
0,911
...
...

2008

80 976
5 733,7
45,5
59,9
3 304
65,0
49,2
0,694
...
22,4

2007

30 323
1 044,3
40,4
36,1
1 549
74,7
42,5
0,502
...
40,0

2006

1 001
82,5
43,5
82,9
2 440
116,5
24,4
...
113
1,7

2005

2011
2011
2011
2011
2010
2011
2011
2007-09
2011
2008

2004

Africa

2003

Egypt

2002

Basic Indicators
Area ( '000 Km²)
Total Population (millions)
Urban Population (% of Total)
Population Density (per Km²)
GNI per Capita (US $)
Labor Force Participation - Total (%)
Labor Force Participation - Female (%)
Gender -Related Dev elopment Index Value
Human Dev elop. Index (Rank among 187 countries)
Popul. Liv ing Below $ 1.25 a Day (% of Population)

Year

Develo- Developing
ped
Countries Countries

Africa

June 2012

UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country Reports.
Note : n.a. : Not Applicable ; … : Data Not Available.
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Annex IV – Egypt: Selected Macroeconomic Indicators
Indicators

Unit

2000

2006

2007

2008

2009

2010

2011 (e)

Million US $

97 414
1 440
97 954
97 954
4,1
2,3
19,6
10,2
9,4
18,4

102 017
1 350
107 741
125 444
6,8
4,9
18,7
8,0
10,7
20,4

120 029
1 560
132 171
134 338
7,1
5,2
20,9
7,8
13,1
22,9

147 248
1 880
164 841
143 956
7,2
5,3
22,4
7,3
15,0
22,9

174 578
2 190
187 967
150 679
4,7
2,9
19,2
9,6
9,6
16,8

197 935
2 440
214 625
158 431
5,1
3,3
19,5
8,2
11,3
16,9

...
...
228 958
161 210
1,8
0,0
18,3
8,7
9,5
14,4

2,8
3,5
7,4
73,9

4,2
5,7
15,3
93,9

10,9
5,6
18,9
92,6

11,7
5,4
11,0
85,5

16,2
5,5
9,4
80,3

10,1
5,6
12,3
77,9

11,8
5,9
6,2
73,5

22,2
26,1
-3,9

24,5
33,6
-9,2

24,2
29,8
-5,6

24,7
31,5
-6,8

27,1
33,7
-6,6

22,2
30,3
-8,1

21,8
31,2
-9,4

15,7
-1,7
16,2
-1 163
-1,2
5,4

23,3
12,0
-3,7
1 752
1,6
5,1

13,0
16,8
-2,0
2 269
1,7
5,1

8,2
19,9
7,3
889
0,5
4,0

-2,0
1,7
-6,8
-4 424
-2,4
4,1

-10,2
-2,3
6,0
-4 317
-2,0
4,6

-3,9
-5,3
7,4
-9 373
-4,1
...

22,9
28,4
3 222
1 371
1 235

15,2
27,5
5 365
900
10 043

10,6
22,6
8 117
1 136
11 578

8,4
21,0
16 926
1 741
9 495

12,0
16,8
5 986
999
6 712

9,7
15,7
...
592
6 386

11,6
15,3
...
...
...

INDNational Accounts
GNI at Current Prices
GNI per Capita
GDP at Current Prices
GDP at 2000 Constant prices
Real GDP Growth Rate
Real per Capita GDP Growth Rate
Gross Domestic Investment
Public Investment
Private Investment
Gross National Savings

US$
Million US $
Million US $
%
%
% GDP
% GDP
% GDP
% GDP

Prices and Money
Inflation (CPI)
Exchange Rate (Annual Average)
Monetary Growth (M2)
Money and Quasi Money as % of GDP

%
local currency/US$
%
%

Government Finance
Total Revenue and Grants
Total Expenditure and Net Lending
Overall Deficit (-) / Surplus (+)

% GDP
% GDP
% GDP

External Sector
Exports Volume Growth (Goods)
Imports Volume Growth (Goods)
Terms of Trade Growth
Current Account Balance
Current Account Balance
External Reserves

%
%
%
Million US $
% GDP
months of imports

Debt and Financial Flows
Debt Service
External Debt
Net Total Financial Flows
Net Official Development Assistance
Net Foreign Direct Investment

% exports
% GDP
Million US $
Million US $
Million US $

Inflation (CPI),
2000-2011

%

Real GDP Growth Rate, 2000-2011

8,0

Current Account Balance as % of GDP,
2000-2011

20

5,0
4,0
3,0
2,0
1,0
0,0
-1,0
-2,0
-3,0
-4,0
-5,0

7,0

6,0

15

5,0

4,0

10

3,0

2,0

5

1,0
0

2011

2010

2009

2008

2007

2006

2005

Source : AfDB Statistics Department; IMF: World Economic Outlook, April 2012 and International Financial Statistics, April 2012;
AfDB Statistics Department: Development Data Portal Database, May 2012. United Nations: OECD, Reporting System Division.
Notes:
… Data Not Available
( e ) Estimations

2004

2003

2002

2001

2000

2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

2001

2000

2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

2001

2000

0,0

Last Update: May 2012
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Annex V – Egypt: Other Selected Indicators
Political and Economic Context
Graph 2: Real GDP Growth (%)

Graph 1: Political Context, 2010
Score -4.0 (Worst) to 2.5 (Best)
9
8
7
Civil Liberty

6
5
4

Political Rights

3

2
1
Political Stability

0
2003

-1,4

-1,2

Africa

-1,0

-0,8

-0,6

North Africa

-0,4

-0,2

2004

2005

2006

2007

2008

2009

2010

2011

0,0
Egypt

Egypt

Source: AfDB Statistics Department using data from the WEF, 2011

North Africa

Africa

Source: AfDB Statistics Department, African Economic Outlook, May 2012

Graph 3: Consumer Price Index, Inflation (Average) (%)

Graph 4: Total Revenue and Grants (% of GDP)
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Egypt

North Africa

Africa

Egypt: Total revenue (without grants) as % GDP

Source: AfDB Statistics Department, African Economic Outlook, May 2012

Source: AfDB Statistics Department, African Economic Outlook, May 2012

Graph 5: Fiscal Balance
(% of GDP)

Graph 6: Current Account Balance
(% of GDP)
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Source: AfDB Statistics Department, African Economic Outlook, May 2012
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Source: AfDB Statistics Department, African Economic Outlook, May 2012
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Economic Context (Cont'd)
Graph 8: Key Growth Drivers, 2010

Graph 7: GDP by Sector (%), 2010
16,9

18,0
16,0

14,0

13,1

15,1

14,4

Foreign Direct Investment as % of
Gross Fixed Capital Formation

14,0

9,8
15,7

12,0

9,6

10,0

9,8

10,0

8,0

42,1

6,0

4,6

Aid per Capita (US $)

4,0

16,1

4,0

7,3

1,7

2,0

0,0
Other services

Public administration and
Defense

Finance, real estate and
business services

Transport, storage and
communication

Wholesale and retail trade,
hotels and restaurants

Construction

Electricity , gas and water

Manufacturing

Mining and quarrying

Agriculture, forestry, fishing
& hunting

4,9
Annual Export Growth (%)
10,2-

Africa

Source: AfDB Statistics Department.

1,1

North Africa

Egypt

Source: AfDB Statistics Department.

Governance, Business Environment and Competitiveness
Governance/Business Environment Context
Table 1: Doing Business in 2010 and 2011 (Rank)

Country

2010 Rank

2011 Rank

Table 1 (Cont'd): Doing Business in 2010 and 2011
StatusImprovem
ent (▼)

Central Africa

Country

2010
Rank

Status-

2011 Improve
ment
Rank
(▼)

Southern Africa

Cameroon

36

35

▼

Angola

40

42

▲

Central African Republic

51

50

▼

Botswana

5

5

►

Chad

50

51

▲

Lesotho

22

23

▲

Congo, Dem. Republic

44

46

▲

Madagascar

24

20

▼

Congo

48

49

▲

Malawi

21

24

▲

Equatorial Guinea

34

31

▼

Mauritius

1

1

►

Gabon

33

32

▼

Mozambique

18

21

▲

Namibia

7

7

►

South Africa

2

2

►

East Africa
Burundi

45

39

▼

Swaziland

15

16

▲

Comoros

30

33

▲

Zambia

8

8

►

Djibouti

37

40

▲

Zimbabwe

38

41

▲

Eritrea

46

48

▲

Ethiopia

9

13

▲

West Africa

Kenya

10

11

▲

Benin

42

44

▲

Rwanda

4

3

▼

Burkina Faso

28

28

►

Seychelles

12

10

▼

Cape Verde

17

14

▼

Somalia

0

0

►

Côte d'Ivoire

39

38

▼

Sudan

20

19

▼

Gambia

25

27

▲

Tanzania

16

17

▲

Ghana

6

6

►

Uganda

14

15

▲

Guinea

47

47

►

Guinea-Bissau

49

45

▼

Liberia

29

29

►

North Africa
Algeria

23

26

▲

Mali

26

25

▼

Egypt

11

12

▲

Niger

41

43

▲

Libyan Arab Jamahiriya

0

0

►

Nigeria

19

18

▼

Mauritania

35

34

▼

Sao Tome and Principe

43

37

▼

Morocco

13

9

▼

Senegal

31

30

▼

Tunisia

3

4

▲

Sierra Leone

27

22

▼

Togo

32

36

▲

Source: AfDB Statistics Department using data from Doing Business,WB

Source: AfDB Statistics Department using data from Doing Business,WB
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Governance/Business Environment Context (Con'd)
Table 2: Doing Business in 2010 and 2011 (Rank)

Item

2010 Rank 2011 Rank

Table 3: Governance Indicators - Score -3.0
(Worst) to 2.5 (Best)

Status Improvement
(▼)

Ease of Doing Business

108

110

▲

Indicators

2009

2010

Starting a business

18

21

▲

Government Effectiveness

-0,34

-0,43

Dealing with licenses

155

154

▼

Voice and Accountability

-1,13

-1,20

Registering property

94

93

▼

Corruption Perception

-0,43

-0,56

Getting credit

75

78

▲

Rule of Law

-0,06

-0,11

Protecting investors

74

79

▲

Source: AfDB Statistics Department using data from the WEF, 2011

Paying taxes

139

145

▲

Trading across borders

64

64

►

Enforcing contracts

144

147

▲

Closing a business

136

137

▲

Source: AfDB Statistics Department using data from Doing Business,WB

Ibrahim Index of African Governance
Scored 0-100 where 100=best
Egypt

2008/2009

2009/2010

Sta tus

2008/2009 2009/2010

Improvement ( ▼)

Ra nk / 53

Score / 100

9

10

▲

61,6

60,7

Safety And Rule Of Law

11

12

▲

65,4

62,8

Personal Safety

11

22

▲

56,3

48,8

Rule Of Law

14

12

▼

62,7

62,7

Accountability

12

11

▼

52,9

52,4

Overall

National Security

16

18

▲

90,0

87,5

Participation And Human Rights

35

39

▲

35,1

33,9

Participation

33

35

▲

31,8

29,6

Rights

36

36

►

32,7

32,6

Gender

38

39

▲

40,9

39,6

2

2

►

69,6

69,8

Sustainable Economic Opportunity

15

18

▲

61,3

60,3

Infrastructure

6

6

►

57,7

63,4
80,0

Public Management

Environment

3

2

▼

77,6

The Rural Sector

2

4

▲

81,8

75,4

Human Development

9

9

►

76,2

76,2

13

13

►

81,4

81,4

Education

7

7

►

79,5

79,5

Welfare

8

9

▲

67,7

67,7

Health

The Ibrahim Index:
· Measures the delivery of public goods and services to citizens by government and non-state actors;
· Uses indicators across four main categories: Safety and Rule of Law; Participation and Human Rights; Sustainable Economic
Opportunity; and Human Development as proxies for the quality of the processes and outcomes of governance
· Is the most comprehensive collection of qualitative and quantitative data that assess governance in Africa;
· Is funded and led by an African institution;
· Is a progressive and consultative assessment of governance.
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Social Context
Table 4: Progress Towards achieving the MDGs
19901

20002

Egypt

20113

Goal 1: Eradicate extreme poverty and hunger
Employment to population ratio,
15+, total (%)
Malnutrition prevalence, weight
for age (% of children under 5)
Poverty headcount ratio at $1,25 a
day (PPP) (% of population)
Gini Coefficient
Prevalence of undernourishment
(% of population)

51,8

51,8

35,1

27,2

26,7

49,2

64,4

...

...

...

43,7

9,0

6,0

Goal 2: Achieve universal primary education
Literacy rate, youth female (% of
females ages 15-24)
Literacy rate, adult total (% of
people ages 15 and above)
Primary completion rate, total (% of
relevant age group)
Total enrollment, primary (% net)

62,5

60,5

65,3

55,4

54,8

60,8

...

76,8

79,2

...

66,5

62,1

Goal 3: Promote gender equality and empower women
Proportion of seats held by women
in national parliaments (%)
Ratio of female to male primary
enrollment
Ratio of female to male secondary
enrollment

...

7,0

7,0

83,5

84,3

91,0

77,8

80,5

88,1

Goal 4: Reduce child mortality
Immunization, measles (% of
children ages 12-23 months)
Mortality rate, infant (per 1,000 live
births)
Mortality rate, under-5 (per 1,000)

19901

20002

20113

Goal 5: Improve maternal health

52,3

16,0

Table 4 (Cont'd) : Progress Towards achieving
the MDGs

44,0

37,0

71,0

125,5

103,7

89,9

210,1

170,0

144,9

Births attended by skilled health
staff (% of total)
Contraceptive prevalence (% of
women ages 15-49)
Maternal mortality ratio
(modeled estimate, per 100,000

33,0

35,2

...

13,4

12,6

14,6

1100,0

980,0

840,0

Goal 6: Combat HIV/AIDS, malaria, and other diseases
Incidence of tuberculosis (per
100,000 people)
Prevalence of HIV, female (%
ages 15-24)
Prevalence of HIV, male (% ages
15-24)

139,0

180,0

133,0

...

...

2,3

...

...

0,8

Prevalence of HIV, total (% of population
4,0 ages 3,7
15-49)

3,6

Goal 7: Ensure environmental sustainability
CO2 emissions (kg per PPP $ of
GDP)
Improved sanitation facilities (%
of population with access)
Improved water source (% of
population with access)

2,6

1,2

0,8

36,0

33,0

31,0

50,0

56,0

58,0

Goal 8: Develop a global partnership for development
Net total ODA/OA per capita
(current US$)

1,9

4,2

13,0

Internet users (per 1000 people)

...

13,0

284,0

0,1

67,1

551,0

3,7

7,5

6,6

Mobile cellular subscriptions
(per 1000 people)
Telephone lines (per 1000
people)

Sources : ADB Statistics Department Databases; World Bank: World
Development Indicators;UNAIDS; UNSD; WHO, UNICEF, WRI,
UNDP; Country Reports,
1 Latest year available in the period 1990-1995; 2 Latest year available in the period 2000-2004; 3 Latest year available in the period 2005-2011
Sources : ADB Statistics Department Databases; World Bank: World Development
Indicators;UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country Reports,
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Graph 9 : Human Development Index
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Source: AfDB Statistics Department using data from the UNDP Databases, 2011

Environment and Climate Change / Infrastructure Context
Graph 10: Environment and Climate Change, 2009

Graph 11: Infrastructure Index, 2008
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Egypt
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Source: AfDB Statistics Department using data from the WEF, 2011

Financial Sector
Graph 12: Financial Sector 2008 (Rank out of 133)
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Country CPIA Context
Table 6: CPIA Ratings 2009-2011 (0-5)
A. Economic Management

B. Structural Policies

C. Policies for Social Inclusion / Equity

Year

1
Macro
Economic
Manageme
nt

2
Fiscal
Policy

3
Debt
Policy

4
Regional
Integration and
trade

2011

3,5

3,5

3,5

4,0

4,0

3,0

2,5

4,0

3,5

3,5

3,5

2010

...

...

...

...

...

...

...

...

...

...

...

2009

...

...

...

...

...

...

...

...

...

...

...

Year

5
6
Financial Busine
Sector
ss
Regula
tory
Enviro
nment

7
Gender
Equality

8
9
10
11
Equity of Building
Social Environ
Public
Human Protectio mental
Resource Resources n and Policy &
Use
Labor Regulati
ons

D. Public Sector Management and Institutions
12
13
14
15
16
Property Quality of Efficiency
Quality of
Transpare
Rights & Budgetary
of
Public
ncy,
Rule
&
Revenue Administration Accounta Overall
Based
Financial Mobilizati
bility & Rating
Governanc Managmt.
on
Corruption
e
in Pub.
Sector

2011

3,0

3,0

3,5

2,5

2,8

3,5

2010

...

...

...

...

...

...

2009

...

...

...

...

...

...

Source: AfDB.
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Annex VI - Egypt: Key Data on Sovereign and Non-Sovereign Bank Group Operations in Egypt as of 21 Sept 2012
Title (EGYPT)

2012-2013
Pillars

EGYPTIAN REFINING COMPANY

I.2

EGYPTIAN REFINING COMPANY SUB CONV LOAN

I.2

"WINDSOR GARDEN CITY HOTEL, HURGHADA"

-

Dept.

Final Disb.
Date

ADB private

OPSM

15-May-16

17-Mar-10

ADB private

OPSM

15-May-16

17-Mar-10

ADB private

OPSM

31-Dec-01

21-May-97

Source of
Funding

Approval Date

Total ADB private sector loans

Disb.
Ratio (%)

32.09%
16.21 100.00%
9.08 100.00%

129.68

Age
(yrs)

2.56
2.56
15.43

154.97

ADB public

ONEC

31-Dec-16

15-Dec-10

356.61

RIEEP-RURAL INCOM & ECONOMIC ENHANCEMENT

II.1

ADB public

OSHD

31-Dec-15

13-Jan-10

45.39

GABEL EL-ASFAR WASTEWATER TREATMENT PLANT

II.1

ADB public

OWAS

31-Dec-15

7-Oct-09

44.79

EGYPT FRANCHISING SECTOR SUPPORT PROGRAM

I.2

ADB public

OPSM

31-Dec-15

25-Feb-09

25.93

AIN SOKHUNA THERMAL POWER PROJECT

I.2/II.2

ADB public

ONEC

30-Jun-15

22-Dec-08

291.78

ABU QIR 1300 MW STEAM POWER PROJECT

I.2/II.2

ADB public

ONEC

31-Dec-13

14-Nov-07

203.26

SME SUPPORT PROJECT (2nd LOC TO NBE)

II.1

ADB public

OPSM

30-Jun-10

12-Oct-05

129.68

MSE SUPPORT PROJECT (to SFD)

II.1

ADB public

OSHD

31-Oct-13

11-Oct-06

56.50
1,153.94

1.59
1.58
1.15

SUEZ THERMAL POWER PLANT PROJECT

I.2/II.2

Net Loan
(UA m)

Total ADB public sector loans
STUDY NUBARIA AND ISMAILIA CANALS REHAB.

II.2

AWF

AWF

31-Dec-13

18-Oct-07

MONITORING OF WATER MDG IN N. AFRICA

II.2

AWF

AWF

31-Dec-13

27-Apr-11

MASTERPLAN FOR THE REHABIL. STRUCT. NILE

II.2

AWF

AWF

30-Nov-14

3-Nov-09

Total AWF grants

0.00%
25.00%
0.00%
20.85%
38.29%
72.35%
100.00%
100.00%

1.81
2.73
3.00
3.62
3.80
4.91
7.00
6.00

47.36%
47.57%
40.00%

4.98
2.45
2.93

0.65 24.00%
0.61 100.00%

2.67
3.49

4.32

RIEEP-RURAL INCOM & ECONOMIC ENHANCEMENT

II.1

FAPA

OSHD

31-Dec-14

5-Feb-10

FRANCHISING SECTOR SUPPORT PROGRAM

I.2

FAPA

OPSM

1-Dec-13

13-Apr-09

Total FAPA grants

1.26

HELWAN PPP

II.2

MIC

OWAS

31-Dec-13

1-Oct-11

STATISTICAL CAP. BUILDING PROGRAM (SCB II)

I.1

MIC

ESTA

31-Dec-13

20-May-11

STUDY ON INTEGRATION OF WIND ENERGY

I.2

MIC

ONEC

31-Dec-13

16-May-11

STUDY ON IMPROVEMENT OF POWER EFFICIENCY

I.2

MIC

ONEC

31-Dec-13

16-May-11

0.60
0.49
0.49
0.49

0.00%
0.00%
0.00%
0.00%

0.93
1.38
1.39
1.39

XIII

RIEEP-RURAL INCOM & ECONOMIC ENHANCEMENT

II.1

MIC

OSHD

31-Dec-14

13-Jan-10

MASTERPLAN FOR THE REHABIL. STRUCT. NILE

II.2

MIC

OSAN

31-Dec-15

13-Apr-09

FEASIBILITY STUDY ZEFTA BARRAGE

II.2

MIC

OSAN

28-Feb-13

15-Jun-09

NAVISAT-GEOSTATIONARY SATELLITE STUDY

I.2

MIC

OITC

31-Dec-12

20-May-09

NBE MIC TAG

II.1

MIC

OPSM

31-Mar-11

31-Mar-07

MSE Support Project Grant

II.1

MIC

OSHD

31-Oct-13

11-Oct-06

Total MIC grants

KOM OMBO CTF PREPARATION GRANT
CTF SUEZ GULF WIND PROJECT PREPARATION GRANT

0.60 15.16%
0.60 30.50%
0.60 40.59%
0.60 90.49%
0.30 100.00%
0.60 73.87%

2.67
3.49
3.32
3.39
5.53
6.00

5.37

I.2

CTF

ONEC

31-Dec-13

29-Nov-11

I.2

CTF

ONEC

31-Dec-13

29-Nov-11

0.66
0.66

Total CTF grants

1.31

Total general

1,321.18

0.00%
0.00%

0.85
0.85

XIV

Annex VII - Egypt: 2012-2013 Indicative Operational Programme (IOP)

EGYPT PIPELINE OF OPERATIONS SUSPENDED FROM 2011
NAME
EGYPT

Sharm El Sheikh Airport Project3
Green Economy - Energy Sector Budget Support4
Carbon Holdings (EHC) 5
South Helwan Power Project6

EGYPT PIPELINE OF OPERATIONS FOR 2012
AMOUNT
NAME
(UA million)
Budget Support Operation – phase I

325

TOTAL 2012

STATUS
Under preparation

325

EGYPT PIPELINE OF OPERATIONS FOR 2013
AMOUNT
NAME
(UA million)
EGYPT

Kom Ombo concentrated solar power project

STATUS

60

To prepare

325

To prepare

Social Transfer Project 1

50

To prepare

Water and Sanitation Project

50

To prepare

Budget Support Operation – phase II

TOTAL 2013

485

3

Sharm el-Sheikh Airport Project is $300m. This operation is currently being appraised by the Bank, possibly as an
‘enclave project’ and with co-financing from other development partners, for Board approval in 2012. This will be
independent of the Budget Support Operation that is also being prepared for Board approval in 2012.
4
Green Economy – energy sector budget support is $400m
5
Carbon Holdings (Egyptian Hydrocarbon Company) is $75m
6
South Helwan Power Project is $520m
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Annex VIII - Egypt: Development Partners’ Support and Coordination
The current areas of focus for Egypt’s major development partners (DPs) are outlined in the
Table below.

Agriculture
Budget Support, Finance & Macroeconomics
Civil Society Organization
Education
Energy
Environment and Climate Change
Governance & Financial Management
Health and HIV/AIDS
ICT/Science and Technology
Political Governance
Private Sector Development
Public Administration
Transportation and Infrastructure
Water and Sanitation
Note: 1/  Active Donor.

International Monetary
Fund (IMF)
Japan International
Cooperation Agency
United Nations
Development Program
U. S. Agency for
International Development
World Bank &
International Finance

European Commission/EU

European Investment Bank

African Development Bank

Sector

Agence France de
Developpement

Table: Development Partners’ Sector Presence

   
   
  

  
   

   


   
   
   
   









 







  
 
 
































Source: AfDB Analysis

DPs are adapting their assistance to Egypt to better respond to the demands of the revolution.


The International Monetary Fund (IMF) continues to provide technical assistance on
several policy fronts including monetary, exchange rates, and financial sector policies,
medium-term budget framework, tax policy and administration, fiscal decentralization
and banking sector oversight. The last IMF’s Article IV Consultation Report was issued
in April 2010.



The World Bank has intervened heavily in transport especially rail air and urban
transportation. Including the IFC (International Finance Corporation) the World Bank
group aims intensity efforts to increase investments and providing high quality advisory
services aimed at building institutional capacities in key public and private entities, with
priority focus on corporate governance/transparency, investor rights and alternate dispute
resolution, access to finance and credit information systems, bank risk management, and
public-private partnerships (PPPs), to remove constraints facing the private. In addition
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the IFC plans to refocus its efforts on issues related to social inclusion by better targeting
the needs the middle-class/poor.


The United Nations Development Programme (UNDP) continues to operate in its core
areas of: Democratic Governance; Poverty Reduction; Crisis Prevention and Recovery;
and Environment and Energy.



The U.S. Agency for International Development (USAID) aims to enhance Egypt’s
global competitiveness through programs that create private sector jobs and sustain
human and natural resources by focusing on: Economic Growth (including environment,
antiquities, and agriculture); Infrastructure (including water and wastewater, electric
power, and telecommunications); Education (including basic and higher education);
Health (including family planning and infectious disease surveillance and response); and
Democracy and Governance (including administration of justice and citizen participation.



The European Commission (EU) supports Egypt's reforms in democracy, human rights
and judiciary, improving economic competitiveness, education and health sector reforms,
and interest subsidies for lending in energy and the environment.



Other agencies include Japan International Cooperation Agency (JICA) who support
transport infrastructure, and training programs in IT development policy and management,
Agence Française de Development (AFD) who stand ready to intensify co-financing
activities with the Bank in projects in agriculture, and waste water management,
European Investment Bank (EIB) who aim to expand their operations in housing and
water sectors, and the European Bank for Reconstruction and Development (EBRD) who
are new entrants, and have interest in private sector development.
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Annex IX - Egypt: Situation Analysis: Key Development Challenges Facing
Egypt, 2010
Major Developmental Challenges


Several dimensions of poverty and exclusion: in water, sanitation, and housing; health,
education and vocational training; social insurance, conditional cash transfers and social
safety nets; and employment in medium-sized enterprises



Long unresolved issues: gender equity; political participation; transparency and public
accountability; and respect for human rights



Emerging issues: climate change; pandemic influenza; and high international food and
fuel prices

Areas of Interventions


Pillar I: Sustainable and Inclusive Growth: creating an enabling macroeconomic policy
environment for enhanced employment and growth opportunities in priority sectors
including micro, small and medium enterprise (MSME); and reforming labour market
policies to enhance education and skills especially among the youth



Pillar II: Social-Political Rights: advancing human development (education, health,
etc.,), social protection and access to public services for all, and promoting good
governance covering fighting corruption, and deepening participation



Pillar III: Environment and Sustainable Natural Resources: elements include:
sustainable agriculture, rural development and food security; energy efficiency and
renewable energy; protecting the environment with a focus on climate change; water,
sanitation, and solid management; and urban planning, informal settlements, and
transport
Document available at: http://www.undp.org.eg/
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ANNEX X: EGYPT COUNTRY PORTFOLIO IMPROVEMENT PLAN MATRIX (CPIP) 2011
Sovereign
Operations
Water and
irrigation
i) Study on
Nubaria and
Ismailia Canal
rehabilitation

ii) Master Plan for
the rehabilitation
of Nile
infrastructure

Issues/Constraints

Actions to be undertaken

Responsibility

Deadline as
at CPPR
2011

Status as of
Sept. 2012

1) Study suffered from
significant delay during the
consultant’s recruitment
process owing to lack of
awareness of Bank
procurement rules
2) The study has excess
resources which the Executing
Agency has requested to be
allowed to present proposal
for its use

1) Ensure frequent follow up
in terms of Bank clinics on
procurement rules and
regulations.

ORPF, ORNA,
EGFO

Ongoing

Ongoing

2) The Bank to provide
proper advice to the EA for
effective use of the excess
resources in accordance with
the Bank rules and
procedures

EGFO/ORPF

31 Dec. 2011

Ongoing

3) Need to submit updated
procurement plan
1) AWF and MIC-TAF grants
were declared effective and
met their conditions precedent
to first disbursement, after
long delays

3) Ensure submission on time

PIU

Done

1) Closer collaboration with
GECL and Sector Task
Managers on fulfilling
conditions precedent to
effectiveness

AWF, OSAN,
GECL

31 August
2011
Ongoing

2) The two separate sources of
funding (MIC TAF and AWF)
are effectively being
implemented independent
from one another

2) AWF and OSAN should
agree on a single
implementing party from the
Bank’s side for both funding
sources

AWF and
OSAN

31 Dec.2011

Ongoing

Closed
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iii) Feasibility
Study of the Zefta
Barrage

Transport
i) Navisat –
geostationary
satellite project

Power
i) El Kureimat
power plant
project

ii) Abu Qir power
project
iii) Ain Soukhna
power project
iv) Suez power
project

Social
i) Rural income
and economic

3) Need to submit updated
procurement plan
1) Inception Report is under
preparation

3) Ensure submission on time

PIU

31 August
2011
Ongoing

Done

1) Inception Report will
propose work plan for study

PIU/Consultant
\

2. Need to submit updated
procurement plan

2. Ensure submission on time

PIU

31 August
2011

Done

1.Audit report for 2010 not
submitted

1.Audit report for 2010 to be
submitted

PIU

31 Dec. 2011

Pending

2. Need to submit updated
procurement plan

2. Ensure submission on time

PIU

31 August
2011

Done

1) Project has overran original
implementation period

1) Request for final
disbursement deadline
extension to 31 Dec 2011
granted

EEHC

Immediate

Done – loan
closed

2.Need to submit updated
procurement plan
Need to submit updated
procurement plan
Need to submit updated
procurement plan
1) Loan Agreement signed 8
August 2011

2. Ensure submission on time

PIU

Ensure submission on time

PIU

Done – loan
closed
Done

Ensure submission on time

PIU

1) Follow up on effectiveness
and first disbursement

MPIC, GECL,
ONEC

31 August
2011
31 August
2011
31 August
2011
Immediate

2. Need to submit updated
procurement plan

2. Ensure submission on time

PIU

31 August
2011

Done

1. Envisaged Grant resources
to fund some activities

1. find mechanism to address
this issue urgently to ensure

OSHD/EGFO/P
IU

31 December
2011

Done

Done

Done
Done

XX

enhancement
Project (RIEEP)

smooth implementation of the
project

ii) SFD: Mediumsize enterprises
(MSE) Support
Project

coming from Industrial
Modernization Center are no
more available.
2. need to submit updated
procurement plan
1) Loan is 100% disbursed but
grant has faced problems
owing delays in applying
Bank procurement rules

iii) Taxi
Replacement
Scheme Project

2.Need to submit updated
procurement plan
1) Delays in signing the loan
agreement after a possible
change in Govt. priorities

iv) Franchising
Sector Support
Programme

Finance
i) SME Support
Project - 2nd Line
of Credit to the
National Bank of
Egypt

1) Declaration of
effectiveness for first
disbursement encountered
delay as the result of slow
procurement processing of the
grant activities that are
precursors for activities under
the loan.
2. Need to submit updated
procurement plan
1) Loan and grant are 100%
disbursed but NBE has yet to
submit justifications for the
special account

2. Ensure submission on time

PIU

31 August
2011
31 July 2011

Done

1) The EGFO organized EA
coordination meeting dealing
with procurement frequent
clinics to address the problem
and guide the EA.

SFD, ORPF,
EGFO

2. Ensure submission on time

PIU

Done

EGFO, ORNA,
OSHD, MPIC

31 August
2011
30 September
2011

1) Bank to work with Govt.
on the signature of the loan
agreement at earliest
opportunity
1) Bank to work with SFD on
overcoming loan
disbursement issues

OPSM/EGFO,
SFD, GECL

31 December
2011

Done

2. Ensure submission on time

PIU

31 August
2011

Done

1) NBE to provide remaining
justifications from SMEs

NBE

31 December
2011

Ongoing

Done

Done – loan
cancelled
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Water &
Sanitation
i) Gabel el Asfar
Waste-water
Treatment Plant

ii) MDGs
monitoring and
evaluation for
Water in North
Africa - CEDARE
Non-sovereign
Operations
Energy
i) Egyptian
Refining
Company

1) Bank did not have SBDs
for procurement of plant
design, build, operate and
maintain operations

1) The delays caused were
overcome by the Bank
adapting WB documents

2) Project launching needs to
be planned

2) Plan a launching event
appropriately

EGFO/OWAS/
ORPF

30 Sept. 2011

Done

3) Need to submit updated
procurement plan
Need to submit updated
procurement plan

3) Ensure submission on time

PIU

Done

Ensure submission on time

PIU

31 August
2011
31 August
2011

Issues/Constraints

Actions to be undertaken

Responsibility

Deadline

The ERC is currently awaiting
financial closure pending
findings of internal
Government review

Bank to monitor closely
ERC’s financial closure in
order to prepare for first
disbursement

ERC and Bank

Immediate

Done

Done – First
disbursemen
t occurred in
July 2012,
for an
amount of
USD
64,174,400
from the
Senior loan
and USD
25,000,000
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from the
subordinated
loan (sub
loan was
disbursed in
full at first
disbursemen
t).
Transport
i) Damietta
Container
Terminal Port

Other
Operations
Tourism
i) Red Sea Project

The loan facility was
cancelled by the executing
agency (June 2010) due to
difficulty in reaching financial
closure. Commitment fees are
still due.
Issues/Constraints

Bank to continue seeking
commitment fees from EA

Bank and EA

Ongoing

Actions to be undertaken

Responsibility

Deadline

Under liquidation proceedings

Bank Misr acting as rep. for
local creditor banks to update
project value for assessing
proposals from potential
investors. Their evaluation
estimates the value of assets
under the project at about
L.E. 470m

Bank, Bank
Misr

Ongoing

Done –
project loan
cancelled

Ongoing

Social
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i) Health Sector
Reform Program
(HSRP)

7

Project closed but a balance of Bank is working with
about 7UA 3m from ADF loan Ministry of Health on final
remains in the special account assessment of options for use
of these funds prior to closure
of this project

MoH, OSHD,
EGFO

31 Aug. 2011
to receive
proposals
from MoH

Done –
proposals
received and
Bank awaits
clarification
of technical
points from
MoPIC
before
proceeding
further

This ADF loan is a legacy loan from the time when Egypt was still eligible to receive ADF funding.
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