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I.

INTRODUCTION

1.
The African Development Bank
has a privileged partnership with the
Government of Egypt (GoE), its second
largest regional shareholder and third client
in terms of cumulative historical approvals.
The last full Country Strategy Paper (CSP)
covered the period 2007-2011. It was
superseded by an interim CSP in 2012 (ICSP 2012-2013), which was subsequently
extended to July 2015 to ensure continuity
of the Bank’s engagement during the
transition period. Because of the Bank’s
own exposure to North Africa and
numerous downgrades of Egypt’s sovereign
rating, the Bank was not able to lend to
Egypt during the I-CSP period up to 2014
and
provided
mainly
grant-based
support. The Bank was able to resume
lending in 2015 thanks to an alleviation of
its lending constraints.
2.
Egypt went through a protracted
political and economic transition but
since 2014, increasing signs of recovery
and a positive outlook have been
surfacing. A new constitution was ratified
in January 2014, presidential elections were
successfully conducted in May 2014 and
parliamentary elections are ongoing. The
GoE also initiated important reforms such
as a 30% cut in subsidies. Consequently,
Moody’s upgraded Egypt’s credit rating to
B3 from Caa1 in April 2015 and S&P
revised its outlook from stable to positive.
Notably, Article IV Consultations with the
IMF were positively concluded in February
2015 and its September mission affirmed
that the authorities have succeeded in
reducing the budget deficit significantly
despite the decline in foreign grants, Thanks
to sustained reform efforts.
3.
However, Egypt still faces
important challenges that the GoE is
committed to address. Unemployment and
poverty rates remain high putting pressure
on the GoE to deliver social justice and

decent jobs to all Egyptians while ensuring
sound macroeconomic fundamentals. The
GoE has already started structural reforms
towards fostering sustainable and inclusive
growth and these efforts should continue
over the upcoming years.
4.
These developments present the
Bank with an opportunity to consolidate
its partnership with Egypt to sustain its
economic recovery and contribute to the
country’s social wellbeing. This justifies
the drafting of a full CSP which will be
aligned with the Bank’s Ten-year Strategy
and the GoE’s priorities as outlined in key
documents, namely the “Sustainable
Development Strategy (SDS): Egypt’s
Vision 2030”, the “5-year Macroeconomic
Framework and Strategy” (MFS) covering
FY 2014/2015-2018/2019 as well as the
comprehensive macroeconomic structural
reform and fiscal consolidation program
adopted by the new Cabinet in October
2015. The CSP will cover the Egyptian
fiscal remaining period 2015/16 to FY
2019/20.
II.
COUNTRY
PROSPECTS

CONTEXT

AND

1.1.
Political,
Economic,
Social,
Environmental and Regional Context
2.1.1. Political Context
5.
The initial transition phase
(January 2011-July 2013) following
Egypt’s 2011 revolution did not live up to
expectations but a new path towards
stability and economic rebound emerged
since mid-2014. Two crucial milestones of
the political roadmap prepared in July 2013,
namely the ratification of a new constitution
and presidential elections are already
completed. The final milestone is the
parliamentary elections, which are being
conducted in two phases, from 17 October
to 2 December 2015. These will lead to the
establishment of a new Parliament.
1

6.
Meanwhile, the GoE has been
making significant efforts to combat
militancy and radicalism but the security
situation remains a source of fragility.
Terrorist attacks have been reported even
though these remain mainly located in
North Sinai and border areas, and targeting
mostly security forces. As a result, Egypt’s
political outlook remains cautiously
positive and will depend on the GoE’s
capacity to pursue its current efforts to
safeguard public security and to address the
demands of the 2011 revolution for social
justice, an open and accountable society, as
well as its ability to firm up consensus
behind reforms once the parliament is
elected.
2.1.2. Economic Context
 Growth performance and drivers
7.
The Egyptian economy grew on
average at 5%1 during the decade
leading to 2011. However, although
growth was diversified, it lacked
inclusiveness. Egypt’s economic growth is
relatively diversified with agriculture
accounting for 15% of GDP in FY
2013/2014, services for about 45% and
industry for 40%. On the demand side,
private consumption remains the main
driver for growth. But, growth benefits
were historically unevenly distributed
leading to important disparities that were
the main triggers of the 2011 revolution.
Notably, Egypt’s growth favored the
development of energy intensive –rather
than labor intensive- industries due to heavy
energy subsidies.
8.
With the political roadmap
almost finalized and significant reform
efforts, signs of improvements are
gaining momentum. Growth has been
steadily picking up from an average of 2%
over FY 2011/2013 to 4.7% during the First
nine months of FY 2014/2015.2 Private
1
2

The Central Bank of Egypt (CBE)
The Egyptian Ministry of Finance (MoF)

investment also grew by 22.8%3 y-o-y
during the first half (H1) of FY 20144/2015
with growth coming mainly from the gas,
manufacturing and real estate sectors.
Increase in FDI is also materializing,
fostered by the Egypt Economic
Development Conference (EEDC) in
March 2015, which resulted in signing
investments worth USD 38.2 billion, and
agreements for additional potential projects
worth USD 92 billion. The new Cabinet
adopted in October 2015 a comprehensive
macroeconomic program that focuses on
fiscal
consolidation,
the
business
environment and the energy sector. The
GoE priority is to balance fiscal
consolidation with increased spending on
social programs and transformational
infrastructure investments such as the new
Suez Canal. This should sustain growth
acceleration. According to IMF, real GDP
growth should stand at 4.2% for FY
2014/2015 and reach 5% by FY 2018/2019.
9.
The performance of Egypt’s
energy sector has been a significant
determinant of its economic growth
performance. Fuel shortages resulting
from declining FDI in the oil and gas sector
and hiatus on new exploration over 20112013, had adverse economic and social
implications, as the sector is an important
contributor to GDP and employment
(300,000 direct jobs). It also caused a rise in
the energy subsidy bill in view of higher
imports. Fuel shortages caused also power
shortages given that fossil fuels constitute
90% of the energy mix in Egypt. Power
shortages reached a peak at 4,000 – 5,000
MW during summer 2014 with an overall
cost to the Egyptian economy estimated at
USD 2,000 per MWh of unserved energy.
This prompted the GoE to pursue an
aggressive investment program in new
power generation facilities and to initiate
reforms in the sector. Fresh investments are
also starting to pay off with a recent sizable
Growth stood at 1.6% over the same period last
year (CBE, Sep 2015 Statistical Bulletin).
3
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deep water gas discovery by ENI, which
could hold a potential of 30 trillion cubic
feet of lean gas in place (5.5 billion barrels
of oil equivalent in place).
 Macroeconomic Management
10.
Sluggish economic growth and an
expansionary fiscal policy caused a
widening of fiscal deficit. Fiscal deficit
grew from 9.8% of GDP in FY 2010/2011
to 12.8%4 in FY 2013/2014 (Annex 1)
because of reduced revenues and increased
spending to address social demands. The
GoE started a fiscal consolidation exercise
to contain this deficit by increasing
revenues (amendment of the income tax,
introduction of VAT, simplified tax regime,
etc.) and rationalizing expenditures
(reduction of energy subsidy spending,
reform
of
public
entities
and
administration). As a result, fiscal deficit is
projected at 8.9% in FY 2015/2016. 5
11.
To boost growth and reduce the
subsidy bill, the GoE adopted a holistic
approach to reform the energy sector,
which has been a drag on the economy.
The Government’s comprehensive plan
focuses on energy pricing, subsidy reforms,
regulatory and governance changes in the
energy, oil and gas sectors. In tandem, the
GoE is using savings from the energy
subsidy reform to launch targeted social
safety nets to shield the neediest from the
adverse effects of these reforms.
12.
To finance the fiscal deficit, the
GoE relied extensively on domestic
borrowing. Gross domestic debt grew from
69.8% of GDP in FY 2010/2011 to 80.1%6
in FY 2013/2014. Extensive domestic
public borrowing reduced available finance
for the private sector, therefore contributing
to reduced appetite of banks to finance
private investment, and SMEs in particular.
The latest Debt Sustainability Analysis
(DSA) carried out by the IMF indicates that
4
5
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Egypt’s debt remains sustainable as its
external debt and sovereign spreads remain
low (Annex 2). Notably, the GoE has
tapped in May 2015 into international
markets to address its funding needs by
issuing a USD 1.5 billion Eurobond which
was 3 times oversubscribed. The GoE
expects to make further issues as part of its
USD 10 billion Eurobond program.
13.
The Central Bank of Egypt (CBE)
has been seeking to strike a balance
between curbing inflationary pressures
and boosting growth whilst keeping the
exchange rate steady. Over the period May
2014-July 2015, inflation stood at 11% but
the GoE expects it to gradually decrease to
reach 7-8% by FY 2018/2019 as a result of
reduced inflationary pressures driven by
improved fiscal stance, and enhanced
productivity driven by better human and
institutional capabilities in the public
sector. The CBE’s monetary policy
accommodated GoE’s funding needs by
allowing consistent use of its overdraft
facility while adjusting key policy rates
when appropriate. It is expected that CBE
will ease monetary policy to support
domestic investment activity and prevent
growth from slowing down. On the external
front, the CBE’s foreign exchange policy
entailed supply of large amounts of foreign
currency through rationed FX auctions to
stabilize the exchange rate. The EGP has
actually been depreciating with respect to
the USD at a slow pace over the last 2 years
but this pace accelerated in January 2015
when the official rate depreciated by 7%.
There are also growing concerns on the
need to further liberalize the exchange rate
to help address the shortages of foreign
currency except for essential products and
services. However, the latest measure taken
by the Central Bank of Egypt in October
2015 regarding currency devaluation is
expected to further positively impact
exports, tourism and FDIs.
6

CBE, Sep 2015 Statistical Bulletin
3

14.
Exceptional financial support of
USD 23 billion from Gulf countries over
the past year, in addition to the USD 12.5
billion pledged by the UAE, Saudi
Arabia, Kuwait and Oman in March
2015, helped Egypt weather the economic
downturn and alleviated pressure on its
exchange rate and foreign reserves. In FY
2014/2015, the balance of payment
recorded a surplus of USD 3.7 billion
compared to USD 1.5 billion in the previous
FY due to improvements in capital and
financial accounts. This improvement
reflects higher FDI inflows (USD 6.4
billion over FY14/15 compared to USD 4.1
billion a year ago), deposits from GCC
countries, and reversal of portfolio
investment in Egypt7. It is expected that
higher revenues from the new Suez Canal
will foster further improvements in Egypt’s
external position. Although, Egypt’s
foreign reserve position remains fragile
with net foreign reserves standing at USD
15.8 billion in September 20158,
corresponding to less than 2.7 months of
imports, Egypt continues to honor all its
debt repayment commitments.
 Governance and Transparency
15.
There is a growing culture of
accountability and efforts to improve
governance in Egypt but further action is
needed. Egypt’s score has improved on the
participation and human rights component
of the Ibrahim Index of African Governance
(Table 1). Yet, despite this positive
development, Egypt underperformed, in
2014, both the African (51.5) and North
African (52.8) scores in terms of
governance, placing it at the 26th position
(out of 52 African countries). This
underperformance reflects, among others, a
deterioration of the situation over the
transition phase from January 2011 to July
2013 as the country score (59.1) used to
outperform the African benchmark (50.6) in
CBE, Press Release Balance of Payments
Performance During FY 2014/15
7

2009. Egypt expects an improvement of its
overall governance score thanks to
recovered political stability and sustained
efforts to tackle the governance issue. Such
efforts include the approval in December
2014 of an anti-corruption strategy 20142018 to be enforced at all levels and the
ongoing work on a code of conduct and a
whistle blower mechanism that are yet to be
approved. Likewise, the GoE adopted in
November 2014 a Conflict of Interest law.
Table 1: Egypt Governance Indicators
Scor
e/
100
51.1
40.9
27.9
35.1
29.0
71.6

Change
since
2009
-8.0
-21.3
-34.5
-7.0
-25.5
-18.4

Africa
average

Rank
/ 52

Overall score
51.5
26
Safety & rule of law
51.7
42
Rule of law
47.1
43
Accountability
38.9
32
Personal safety
43.6
44
National security
77.1
41
Participation &
40.0
+3.6
49.9
36
human rights
Sustainable
economic
54.2
-12.6
45.6
13
opportunity
Public management
43.1
-13.3
47.1
35
Source: 2014 Ibrahim Index for African Governance. Note: rank
(1 is best), score (100 is best).

16.
The GoE is also working to
enhance and promote accountability in
the use of public funds. Among notable
actions taken is the publication of the
citizen budget for FY 2014/2015 and
2015/2016. The implementation of the main
Public Financial Management reform
(Government
Financial
Management
Information Systems (GFMIS)) is also
underway. On public procurement, there are
ongoing consultations involving main users
in order to revise the current procurement
Law No 89, organizing Tenders and Bids.
These efforts should lead to a new
procurement legal framework that is more
modern, transparent and in line with
international best practices. The Bank – in
coordination with other donors - will seek
to assist Egypt in strengthening key areas of
the fiduciary systems that were revealed by
the bank’s Country Fiduciary Risk
8
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assessment (CFRA) through multi-sector
Program-Based Operations (PBOs) as well
as technical assistance grants.
 The
Private
Sector,
Business
Environment and Competitiveness
17.
The private sector contributes
62% of Egypt’s GDP, and over 65% and
70%
of
total
investment
and
employment, respectively. Micro (1 to 4
employees), and small and medium
enterprises (SMEs) (5 to 500 employees)
comprise respectively 91% and 8% of the
Egyptian private sector. Available
indicators show that private sector
competitiveness
needs
improvement.
Indeed, Egypt ranked 116 (out of 140
countries) on the 2015/2016 Global
Competiveness Index (GCI) published by
the World Economic Forum. Notably,
Egypt ranks at or below the 100 mark on the
three sub-components of the index: basic
requirements (115), efficiency enhancers
(100) and innovation and sophistication
factors (113). Note, however, that the
country gained 3 notches in overall ranking
compared to last year ranking.
18.
The range of problems deterring
private
sector
development
and
competitiveness are diverse. The most
problematic factors cited by the GCI are
policy instability, inadequate supply of
infrastructure, unsatisfactorily educated
workforce, challenging access to finance,
foreign currency regulation, and corruption.
MSMEs are particularly suffering from
limited access to finance and weak business
development services. These challenges
often push private firms to operate in the
informal sector. It is estimated that some 1.4
million entrepreneurs and 12.7 million
employees operate in the informal sector in
Egypt. Indeed, around 56% of youth aged
15-29 work in informal jobs.9

sector development. These include
publication of a new investment law,
strengthening
of
one-stop
shop,
establishment of special industrial zones
and simplification of the tax regime with a
unified tax rate at 22.5% down from 25%.
The GoE is also seeking to develop growth
poles by launching mega projects such as
the Suez Canal regional development, the
Golden Triangle and the integrated land
reclamation. These are seen as significant
initiatives to restore investors’ confidence,
attract private investment and increase
employment opportunities particularly for
those who are hardest hit by unemployment,
namely university graduates (44%) and
skilled workers (38%).
 The Financial Sector
20.
The Egyptian financial sector is
dominated by banks whose funding of
the real economy remains limited.
Overall, banks in Egypt are relatively well
performing and stable as a result of reforms
implemented by the GoE over the past
years. However, financial intermediation,
measured by the loan to deposit ratio, stood
at only 40.9% in July 201510. SMEs are
estimated to capture only 6% of total bank
credit. The banking sector’s capacity to
offer long-term finance is also limited and
the longest available maturity does not
often exceed 7 years. Similarly, the nonbanking financial sector remains largely
underexploited. The volume of nongovernment securities, for instance,
remains small and constituted of short dated
issues. Similarly, the Mortgage market
remains underdeveloped but the GoE is
keen to develop it and recent actions include
an amendment of Mortgage Law
No.148/2001 was to include new forms of
mortgage loans with special consideration
to the poor and vulnerable groups.

19.
The GoE has already started
reforms to foster accelerated private
Survey of Young People in Egypt, 2014, by
Population Council and CAPMAS.
9

10

CBE, Sep 2015 Statistical Bulletin
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21.
The financial sector has also
limited outreach leading to low financial
inclusion in Egypt. According to the
Global Findex survey, only 10% of adults
in Egypt have an account at a formal
financial institution, compared to 23% in
Africa. A microfinance law was issued in
November 2014 and other initiatives to
improve financial inclusion are being
developed, including through mobile
financial services, leveraging the 101%
mobile penetration in the country and
improved financial infrastructure.
 Trade and Regional Integration
22.
Egypt has concluded trade
agreements with the European Union
and several countries (US, Tunisia,
Morocco, Lebanon, Libya, and Jordan, the
Eurasian Customs Union (ECU), which
includes Russia, Kazakhstan and Belarus,
etc.). It is also a member of different trade
groups (GAFTA, COMESA, etc.)11. Yet,
Egypt’s trade, both with neighboring North
African countries and the rest of the
continent, remains very limited (Figure 2).
Figure 2: Share of Egypt’s Trade with Selected
Countries and Regions
USA
European Union
Sub-saharan Africa
Tunisia
Morocco
Libya
Algeria

0%

10%

20%

30%

Source: UNCTAD, 2012

23.
Egypt could expand its economic
activities through several regional
integration axes. The main ones are with
the Maghreb region, the Middle East,
COMESA and northwards with Europe
(which is Egypt’s largest trading partner).
Global integration is emerging as a
government priority, with a particular focus

on regional integration, especially with Sub
Saharan Africa in all fields including
technical cooperation and training. This is
reflected in recent government efforts such
as the establishment of the Egyptian
Agency of Partnership for Development
(EAPD) to enhance Egypt-COMESA Trade
and Investments. The COMESA-EACSADC Summit held in June 2015 launched
the Tripartite Free Trade Area (TFTA),
which represents a market of 625 million
people, and a total GDP of USD 1.6 trillion.
This led to the adoption of various
infrastructure programs that will facilitate
the integration, such as the completion of
the Cairo to Cape Town road link, and the
Mediterranean to Lake Victoria River Nile
navigational line (through grant support
from the AfDB).
24.
The more active pursuit of global
and regional integration could be
achieved through different channels that
the bank could support. Some of the
suggested key ones include: (i) vigorous
engagement with COMESA, SADC, and
EAC in Africa, and eventual negotiation
with the EU of a Deep and Comprehensive
Free Trade Agreement; (ii) ensuring
adequate backbone investments across
borders are made to promote low cost and
fast broadband services; (iii) facilitating
investments
and
improving
skills
development in logistics and cross-border
trade facilitation and transport facilities to
reduce the costs of trade; (iv) ensuring that
Egypt’s electricity network is linked, with
adequate capacity, to other Nile Basin
countries, to the Gulf and Mashreq, to Libya
and to the rest of the Maghreb, and
eventually with Europe (by a transMediterranean interconnection), and (v)
using Egypt’s expertise for development of
centers of excellence for training.
2.1.3. Social and Inclusiveness Context

GAFTA: Greater Arab Free Trade Agreement, COMESA:
Common Market for Eastern and Southern Africa.
11
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 Poverty and Social Inclusion
25.
Egypt outperforms its human
development “medium countries” group
on the 3 dimensions of the Human
Development Index, namely health,
education and income. Similarly, Egypt has
achieved 3 targets of the Millennium
Development Goals (MDGs) and is on track
to achieve 5 more (Annex 3).
26.
But, Egypt still suffers
from social vulnerabilities, mostly
affecting its youth, notably poverty,
unemployment and inequality. About
26% of Egyptians currently live in poverty,
up from 19.6% in 2007/8. Similarly,
unemployment stood at 12.8% as of March
2015 -down from 13.4% in May 2014 but
still on the high side-, with youth and
women weathering the worst especially
those with a higher education (44%). The
percentage of youth who reported not
finding jobs that match their experience or
qualifications grew from 8% to 13.8% in the
past 5 years, and a significant number has
exited the labor market out of
discouragement12 or has had to endure with
jobs in the informal sector often with little
or no benefits. This reflects, among others,
the wide skills mismatch between market
needs and what is provided by the education
and vocational training system coupled with
limited entrepreneurship culture. To reduce
unemployment, the GoE’s policy entails,
among others, reforms in the business
climate to unlock private sector job creation
potential with particular focus on labor
intensive projects as well as reforms of the
education and training systems to improve
quality and skills of job seekers. Moreover,
the GoE is working to improve the
entrepreneurship culture through various
programs and services jointly with the
private sector.
27.
Poverty and inequality have
pronounced educational and health
12

Survey of Young People 2014.

disparities affecting human capital
development.With high out-of-pocket
health expenditure reaching 72%, limited
health insurance coverage (47% of the
population), and a public health care system
suffering from poor management and
inefficiencies, the health burden is
substantial particularly for the poor.
Similarly, although public education is free,
the quality of teaching and low teacher
remuneration have encouraged private
tutoring, once more to the disadvantage of
the poor, relegating them to the socially
stigmatized technical and vocational paths
with limited opportunities. It is worth
noting that Article 18 and 19 of the
Constitution emphasizes citizen’s right to
health and comprehensive healthcare and
education, respectively. They also indicates
public spending to health and education
shall be at least 3% and 4% of GNP, which
shall gradually help alleviate existing gaps.
28.
Spatial disparities are also
important in Egypt and skewed towards
the rural poor. The poverty rate in Upper
Egypt is about twofold higher than the
national average (51.5%).13 The spatial
divide is driven, partly, by uneven public
investment and slow development of key
sectors such as agriculture, important in
terms of high potential for employment,
food security and exports Notably, the
urban-rural divide is remarkably acute in
the provision of public service delivery
such as health, education, and sanitation.
29.
Underdevelopment
of
the
agriculture sector has limited the sector’s
contribution to spatial and rural
development
and
job
creation.
Agriculture employs 32% of the workforce
and provides livelihoods to 55% of
Egyptians, mainly in rural areas. The sector
faces problems of soil quality, use of
traditional farming techniques, access to
finance, scarce water resources, poor
irrigation infrastructure and underSocial Policies in Rural Upper Egypt, AfDB study, under
processing.
13
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developed value chains. Hence, further
efforts are needed to improve productivity
of farmers to foster job creation, reduce
spatial disparities and enhance value added.
The GoE has developed an agriculture
strategy whose main objectives are to: (i)
promote sustainable use of natural
resources; (ii) increase the productivity of
both land and water units; (iii) enhance food
security and strategic food commodities;
(iv) increase the competitiveness of
agricultural and agroindustry products in
local and international markets; (v) improve
the business climate for agricultural and
agribusiness investments; and (vi) improve
the livelihood of rural inhabitants, and
reduce poverty rates in rural areas.

31.
The gender gap in Egypt is wide
and requires accelerated action. Despite
some efforts made by the successive
governments, the 2013 Global Gender Gap
report ranks Egypt 125 (out of 136
countries), putting it at the 10th position out
of 15 MENA countries covered by the
report. It also points to little progress
between 2010 and 2013, particularly within
the areas of economic and political
participation. Indeed, Egypt ranks on the
lowest quartile for 3 out of the 4 dimensions
of gender equality: economic participation
and opportunity (125th), education
attainment
(108th)
and
political
empowerment (128th). Only on women’s
health does it rank 51st.

30.
To address the social demands of
the revolution, social equity, job creation,
and improved social service delivery
have become priorities for the GoE.
Historically, public social spending failed
to eliminate disparities mainly because
Social Safety Nets (SSN) relied on
fragmented programs that suffer from
inefficient targeting and leakages. For
example, it is estimated that social
solidarity pensions reached less than 10%
of the poorest quintile compared to 23% and
59% for the average comparator programs
in the region and the world. The 2014
Constitution set expenditure targets for
social sectors (see above). To protect the
poor and mitigate potential risks from the
Government’s subsidy reform program the
budget allocated to social sectors increased
in FY 2015/16 by about 11% to finance ongoing and new programs in support of the
poor and vulnerable groups. Two important
social cash transfer programs were
launched, Karama and Takaful, laborintensive public works programs were
initiated and the GoE has moved from inkind to semi-cash food subsidies.
Additional programs are in the preparation
phase.

32.
This
performance
reflects
cultural norms and barriers that women
face to access education services,
communicate their voice and participate
in economic and political affairs. The
unemployment rate of females is fivefold
higher than for males (38.1 % versus 6.8%),
and around 4.5 times higher for young
women versus young men. In rural Upper
Egypt, female productivity is particularly
hindered by lack of access to land, finance
and
household
responsibilities.
Deficiencies in public service delivery, for
instance in transport, prevent women from
accessing jobs, education, health services
and markets because of cultural norms that
constraints female mobility in Egypt,
particularly in rural areas.

 Gender Performance

33.
The new constitution enshrines
the concept of citizen equality and
criminalizes
discrimination,
which
should foster improvements. While Egypt
does not have a formal gender strategy,
several efforts have been observed recently
to protect women rights and promote them,
including the establishment of a police
department dedicated to handle violence
against women in 2013, and the adoption of
an anti-harassment law in 2014. The SDS:
Egypt’s Vision 2030 also sets KPIs that are
gender sensitive such as ensuring 30%
8

increase of females with permanent formal
jobs.
2.1.4 Green Growth Performance and
Challenges
34.
As the Government rolls out an
ambitious growth plan, it is increasingly
putting emphasis on green and
sustainable development. The GoE
focuses its attention on (i) Renewable
Energy (RE) and Energy Efficiency (EE) to
improve the environment footprint of the
energy sector, (ii) More efficient usage of
Egypt’s scarce water and land resources,
notably in agriculture to foster food security
and (iii) having a less polluting
transportation system to protect air quality,
especially for urban Egyptians.
35.
The energy mix in Egypt is highly
dependent on fossil fuels but past power
shortages prompted renewed interest in
RE and EE. The main challenge has been
so far the high level of subsidization of
fossil fuels, which makes the use of RE and
EE non-competitive. The GoE has put an
ambitious target that RE contributes 20% to
the energy mix by 2022, and published feed
in tariffs for solar and wind-based energy.
The GoE has also launched an intensive EE
program, which has led so far to the
installation of about 10 million energyefficient lamps. Similarly, in the tourism
sector, an initiative called Green Star Hotels
has to date transformed 66 hotels (out of a
total of 1,300 hotels in Egypt) into ‘green’
ones. In addition, audits of old power plants
are being carried out (with Bank support)
with a view to improve their efficiency and
environmental footprint.
36.
Egypt is also facing the challenge
of a widening gap between limited
available water resources and escalating
demand from competing users. The GoE
intends to reduce the gap by enhancing
supply and rationalizing demand for water.

On the demand side, the GoE has developed
a water strategy that aims at enhancing
water supply efficiency and the reduction of
leakages. Since most of the demand for
water comes from agriculture (about 78%),
attention goes to improving efficiency of
irrigation channels, water usage and
drainage. On the supply side, the GoE
strategy is focusing on developing
desalinization and wastewater treatment
plants in large urban areas using PPP
models.
37.
The GoE is also committed to
address the issue of rural sanitation in
order to control pollution flowing into
the Nile River. In Egypt, only 6% of rural
population is connected to a sewage system
compared to 50% in urban areas pushing
these populations to throw their human
waste in the Nile. In response to this
challenge, the GoE launched in 2014 the
National Rural Sanitation Program (NRSP)
to provide sustainable access to sanitation
services with an initial focus on 700 villages
in 7 governorates in the Nile Delta.
38.
Demographic
trends
and
increased
urbanization
created
significant pollution, which calls for a
need to develop new transportation
modes. Demand for urban mobility has
outpaced the capacity of the public
transportation system. Current congestion
has caused a significant deterioration of air
quality requiring solutions to tackle the
issue. There is also a need to ensure cheap,
reliable and safe forms of public transport
for low-income men and women to access
markets and job opportunities and to
enhance
competitiveness
of
local
enterprises. The Great Cairo Metropolitan
Area, home to 20% of the population, loses
annually USD 8 billion (or 3.6% of Egypt’s
GDP) because of congestion.14 Hence,
establishing a sound urban transport system
with the right institutions and management,

World Bank, 2014, “Cairo Traffic Congestion
Study”
14
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together with better land use planning15 will
be key to ensuring the city increases its
global
competitiveness.
River
transportation represents, for instance, an
interesting alternative but the Nile River has
yet to have its full potential tapped in terms
of transport linkages.
39.
Continued
urbanization
of
agriculture land, water scarcity, and
limited arable land constitutes an evergrowing threat to Egypt’s food security.
Food imports represent about 25% of the
import bill. The GoE’s priorities are to
develop agricultural clusters outside the
Nile Valley and the Delta areas and to
enhance
productivity
of
domestic
agriculture. The first phase of this plan
consists in cultivating 1 million acres
mostly in the western desert. The GoE is
also seeking to enhance Egypt’s agriculture
integration with sub-Saharan African
countries. This is done by targeting African
countries that have abundant land while
using Egypt’s water quota from the Nile and
its technical expertise to grow strategic
crops that are shared between both
countries. A first collaboration was
announced for 200,000 acres with Sudan,
and other countries such as Congo are
expected to join later on.
1.2. Strategic Options
2.2.1. Country Strategic Framework
40.
The GoE’s development strategy
is centred on the “Sustainable
Development Strategy (SDS): 2030
Vision”, the 5-year Macroeconomic
Framework and Strategy (MFS) and the
new Cabinet’s comprehensive reform
program. These outline the GoE’s vision
for a productive and efficient economy that
generates high, sustainable and inclusive
growth. The SDS and MFS set 2 main
objectives to achieve this vision, namely: (i)
generating higher and sustainable levels of

growth that creates jobs and higher value
added, and (ii) achieving social justice and
inclusion. Four drivers were identified to
achieve these objectives: economic
development, market competitiveness,
human development and citizen happiness
(Annex 4). The MFS and SDS highlight
also macroeconomic stability as the core of
the GoE’s reform program and identify
three policy channels: fiscal consolidation,
prudent monetary policy and legislative
reforms. Notably, the new vision gives a
prominent position to the following
considerations: (i) sustainable and green
development, (ii) active involvement and
partnership with the private sector and (iii)
food security. The GoE identified several
sectors that are poised to play an important
role: energy, transport and logistics, ICT,
housing
and
urban
development,
agriculture, mining, manufacturing and
SMEs.
2.2.2. Challenges and Weaknesses
41.
One of the key challenges for
Egypt is its large population with
growing basic needs and high
expectations in terms of social, spatial
and economic inclusion. Egypt has a
population of about 85 million that grows
annually at about 2%. Demographic trends
are putting increasing pressure on the GoE
to ensure adequate provision of basic public
services such as food, education,
transportation and health. In addition, Egypt
is facing different forms of exclusion
related to age, gender, geography, and
income. These were the main triggers for
the 2011 revolution and need to be further
and permanently addressed.
42.
A second challenge is the difficult
macroeconomic situation that has
constrained the GoE’s fiscal space with
the backdrop of growing social demands
that require rapid implementation of
projects and achievement of results.

Also in view of the new capital city that will be
established east of Cairo soon.
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Macroeconomic imbalances have put
pressure on the GoE to achieve fiscal
consolidation during times where it needs to
increase its investment and expenditures to
reduce existing regional and social
disparities. Added to this is the issue of
improving governance and transparency,
which continue to be a key challenge
especially for outsiders keen to invest in
Egypt.
43.
Thirdly,
the
country
has
improving, yet still insufficient and
inefficient
infrastructure.
The
infrastructure component of the 2014/2015
GCI ranks Egypt 100 in infrastructure out
of 144 countries, improving from 125th in
2013/2014. Notably, inefficient power
provision (generation and transmission) has
adversely affected economic growth and
competitiveness while water and sanitation
problems have negatively affected spatial
and social inclusion but also could threaten
food security. Egypt also needs improved
transport infrastructure and service
provision to sustain its ambitious economic
development plans and achieve a structural
transformation. Egypt’s infrastructure
needs are not limited to the hard
infrastructure as there is pressure to
improve service delivery and efficiency of
public institutions and entities.
44.
Fourthly, the private sector is
faced with several constraints that are
limiting its competiveness, contribution
to economic growth and job creation.
Some of the key challenges faced by the
private sector are related to the business
environment as well as inadequately skilled
workforce, particularly among youth,
university graduates and entrepreneurship
development including in rural agriculture
areas.
45.
Next, Egypt faces a fragile
regional security context. Egypt continues
to be at risk of spillovers in terms of
violence in nearby countries such as Libya,
Syria and Iraq. The security situation has

been a determining factor for the tourism
industry and FDI inflows. The unstable
regional security situation has also led to
refugee flows from countries affected by
conflicts such as Libya and Syria. This is
likely to put additional pressure on public
service delivery to cope with their needs.
46.
Lastly, Egypt is facing increasing
vulnerability to climate change, which
threatens
its
economic
and
environmental sustainability as well as
food security. Among pressing challenges
is the issue of water scarcity, which needs to
be addressed. Human and agriculture
wastes that have negative impact on the
environment constitute also a threat for the
country and so does the unsustainable use
of fossil-fuel based energy sources.
2.2.3. Strengths and Opportunities
47.
Despite the above mentioned
challenges, since 2014 the country has
embarked on the boldest reforms to-date.
The GoE has shown strong commitment to
reforms to make Egypt an attractive
destination for investment and to achieve
social justice and equity. These reforms and
the ambitious programs announced for
sectors such as energy, agriculture,
transport and urbanization offer great
opportunities for the private sector,
including through PPPs. By end October
2015, the GoE had tendered 5 PPP projects
out of 7 planned in 2015 and 2 should be
tendered before year end.
48.
One of Egypt’s greatest assets
(and potential challenges) is its young
human capital, which offers a large
domestic market and cost-appealing
labor force. Investing in the education and
health of the rising number of youth,
providing economic opportunities for
women and promoting entrepreneurship
and financial inclusion can spur
development by significantly expanding the
economic base. For private investors, Egypt
offers competitive labor costs and a
domestic market of 85 million consumers.
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With
strengthened
technical
skills
development programs with a focus on
niche areas of specialization, Egypt is
bound to become both an appealing
consumer market and attractive destination
to set up production facilities for exports to
support global and regional integration.
49.
Egypt has a strategic geographic
position between Africa, Asia and
European markets. It also controls access
to the Suez Canal thus influencing global
shipping trade especially between the
Eastern and Western hemispheres. The
country has concluded trade agreements
with several countries, and is a member of
different trade groups. This makes it well
placed to become a platform for production
and development of regional value chains,
exchange between these regions in terms of
trade, financial flows and services such as
power grids, sea and river transport hubs.
Egypt’s position will be further
strengthened with the recent opening of the
new Suez Canal and the positioning of the
Suez area as a global logistics hub.
50.
Egypt enjoys significant natural
resources (oil and gas, RE sources,
mining etc.) that should be better
leveraged to develop a thriving clean
energy industry and services. The GoE
has also embarked in a significant overhaul
of the legislative framework of the mining
sector, with the objective of increasing
efficiency, local beneficiation and value
addition. Egypt has also a rich history and
natural sites. By extending the capacity of
hospitality, varying the types of tourism and
developing new activities, the sector can
provide a substantial number of jobs
provided that skills’ building is undertaken.
Similarly, thanks to Egypt’s strategy to
move up in the global value chains,
agricultural production and productivity
should improve, which in turn should foster
job creation and higher added-value.

2.3. Recent Developments in Aid
Coordination/Harmonization and AfDB
Positioning in the Country
51.
Many Development Partners
(DPs) are working in Egypt, both
bilateral and multilateral. The operations
of multilateral agencies are coordinated
through the Ministry of International
Cooperation (MoIC) whilst that of bilateral
partners is coordinated through the Ministry
of Foreign Affairs (in synchronization with
MoIC specialized departments). Internal
donor coordination and harmonization is
done through the DP group, which works
closely with 13 thematic groups:
Agriculture and Rural Development,
Education
and
Human
Resource
Development; Environment and Energy;
Democratic Governance; Gender and
Development; Health; Macroeconomics
and Public Finance Management; Micro,
Small and Medium Enterprises; Migration
and
Protection;
Transport;
Social
Protection; and Urban Development;
Water. The Bank is not currently chairing or
co-chairing any of these groups as it had no
new lending until recently; however, in
relation to other DPs it has retained its
comparative advantage in key sectors such
as energy, RE, water and irrigation, SME
development where it has maintained strong
high-level dialogue and it will pursue
options to co-chair or chair at least one
sector WG during the CSP period.
52.
The donor map has seen major
shifts in recent years with more
assistance being provided by Gulf States,
and new comers such as the EBRD. Gulf
funds, though initially aimed to support
GoE’s stimuli packages and to shore up
Egypt’s foreign reserves, are increasingly
being earmarked for investment projects,
particularly in the infrastructure and urban
development
sectors.
These
funds
especially in the energy sector coupled with
new and large investments signed during
the EEDC are likely to see a shift from
traditional DPs from conventional power
generation to power transmission, EE and
12

RE. The main areas of support along with
on-going commitments from major DPs are
summarized in Annex 5.
 Outcomes from the Previous CSP
53.
During the initial I-CSP (20122013) period, the Bank was not able to
deliver on the planned lending program
because of the headroom issue. The main
development impact achieved in this period
was the commissioning of 1,300 MW of
power from the Abu Quir and Kureimat
power stations into the national grid, which
helped create about 9,000 direct jobs for
construction, operation and maintenance as
well as local linkages estimated at 40% of
the project’s cost.
54.
Conversely, during the I-CSP
extension period (2014-2015), the Bank
was able to approve 10 grants16 (UA 10
million), 2 loans (UA 139.5 million) and
one Risk Participation Agreement with
CIB for USD 50 million. The Bank also
maintained high-level policy dialogue with
the GoE on key priorities and produced a
series of economic and sector work (ESW)
in line with the thematic emphasis of the
extension of the I-CSP and needs expressed
by the GoE (see Annex 6 for a list of
ESW). In addition, the Bank is in the
process of finalizing other ESW such as
social
policy
analysis
for
rural
communities, use of RE in irrigation sector,
informality in Egypt. Each of these areas
has opened up or strengthened key policy
dialogue with the GoE during the CSP
preparation process and will be used to
inform project selection and design.
 Portfolio Review and Lessons Learnt
from the Previous CSP
55.
The Bank’s on-going portfolio in
Egypt comprises 30 operations (see
Annex 7) with a total commitment of UA
1.26 billion in the core areas of power
16

Grants were mobilized through different trust funds including
the Africa Water Facility, FAPA, Middle Income Countries Trust

(78.83%), transport (7.6%), social (3.77%),
water and sanitation (3.7%), agriculture and
irrigation (3.36%), multi-sector (2.54%),
finance and SMEs (0.2%). 87% of the
portfolio value is composed of public sector
loans (8 operations), 11.5% of private sector
operations (1 operation) and 1.5% of
technical assistance grants (21 operations).
56.
The portfolio performance is
rated satisfactory with an overall score of
2.4 (on a scale of 0 to 3), per the 2015
Country Portfolio Performance Review
(CPPR). The current disbursement rate
stands at 58%. The main issues affecting
delays in the implementation of grants are
the Bank’s complex procurement rules and
regulations, which are not known to EAs
most of whom are dealing with the AfDB
for the first time, as well as designing
project implementation plans with
ambitious time frames, especially in the
context of a transition. These issues are
being addressed by providing more handson training on complex procurement cases,
procurement clinics and trying to bunch
procurements into larger packages to
minimize the number of procurements.
Annex 7 shows key portfolio performance
indicators.
57. The I-CSP helped draw useful
lessons that will inform the Bank’s reengagement approach and strengthen
the likelihood of success of this CSP in
terms of sustainability, effectiveness and
efficiency. These include the following: i)
Technical assistance (TA) that helps build
institutional capacity in key areas is useful
to enhance effectiveness of project
execution. It also helped designing critical
strategies, i.e. through the Bank’s Rural
Income and Economic Enhancement
Project, agro-finance strategies were
developed for two commercial banks,
farmer associations in Upper Egypt where
strengthened and access to finance was
Fund, the Clean Technology Fund, the MENA Transition Fund,
NEPAD IPPF, TFT; Korean TF.
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provided to smallholder entrepreneurs
along the value-chain.
58. This was particularly important during
the transition phase where public
institutions’ capacity was under significant
pressure. The Bank shall pursue such
approach
for
additional
project
management capacity in project design
when needed. ii) Despite their smaller size
compared to loans, TA grants and ESW
offered a very good opportunity for the
Bank to provide relevant assistance to
Egypt. Also, the use of TA and ESW to
identify and design projects is more likely
to lead to projects that are impactful. The
Bank will strive to produce during the CSP
relevant ESW and feed it into its sovereign
and non-sovereign operations. iii) Carrying
out more detailed procurement and FM
assessments ex-ante is likely to enhance the
pace of project execution and disbursement.
Ex-post support to executing agencies
proved also very useful. During the CSP, the
Bank shall strengthen ex-ante reviews and
conduct fiduciary clinics to further build
executing agencies (EA) capacity. The
III.
BANK
STRATEGY

GROUP

3.1. Rationale for Bank Group
Intervention
59.
Egypt is at a critical juncture in its
development path as it emerges from a
lengthy transition and starts to address
long-standing structural inefficiencies.
The country faces the double challenge of
accelerating growth to address the
unemployment
problem,
youth
in
particular, and reducing existing spatial and
social
disparities
while
restoring
macroeconomic fundamentals.
These
challenges have been inherent in the way
the Bank has assessed its approach to the
country going forward.

Bank shall also use capacity recently
established at MoIC on procurement and
FM to support EAs especially for grants to
expedite bottlenecks and post review
procurements.
iv)
The
issue
of
concentration is particularly important for
the Bank’s capacity to provide assistance to
Egypt. This underscores the need for
enhanced diversification, including within
AfDB infrastructure portfolio (away from
conventional
power
generation
to
transmission and RE and EE) and across
sectors. The Bank shall seek enhanced
diversification during this CSP and v) The
Bank’s interventions could have stronger
impact if they leverage better on its existing
instruments and benefit from coordination.
During the CSP, the Bank will aim to
strengthen synergies between PBOs and
investment projects. vi) The political
transition creates significant financing and
reform needs that are way above AfDB
capacity. The Bank shall more proactively
seek to enhance partnerships and cofinancing with other DPs and to build on
established programs.
announced by the GoE in the SDS and
MFS while also reflecting the recently
announced priorities of the new Cabinet
to deliver quickly on structural reforms.
Specifically, through this CSP the Bank will
seek to (i) achieve high and well-diversified
growth that creates jobs and higher value
added and (ii) achieve social justice and
inclusion
while
ensuring
sound
macroeconomic
management.
These
objectives and expected orientations
detailed below are fully aligned with the
Bank’s Ten Year Strategy, its private sector
development strategy (2013-2017), the
Financial Sector Strategy (2014-2019), the
Human Capital Development Strategy
(2014-2018), the Gender Strategy (20142018) and the Regional Integration Policy
and Strategy (2014-2023).

60.
The Bank’s key objectives under
this CSP will be aligned with those
14

61.
To achieve these objectives, the
Bank will mainly use programmatic
multi-sectoral PBOs to support policy
and institutional reforms that the GoE
seeks to initiate or accelerate. The Bank
will ensure close donor coordination
through the use of joint reform matrix
developed with strong ownership by key
line Ministries and jointly agreed upon with
the main DPs involved in the PBOs. Loans
to key transformational projects will also be
extended on a selective basis with the main
goals of enhancing inclusiveness and
fostering job creation and higher value
added. The Bank will engage ESW and
advisory services to prepare for such
projects but also to prepare additional
interventions in sectors that constitute
relevant development challenges for the
GoEs, such as spatial and urban
transport/logistics links and Regional
integration. This should ensure AfDB
preparedness to react quickly to GoE’
needs. The Bank will therefore balance
flexibility with selectivity and focus on
results while strengthening its advisory role
and knowledge sharing positioning.
62.
Specifically, during the CSP, the
Bank will be focusing on two operational
pillars namely (i) Infrastructure (for private
sector competitiveness and sustainable and
inclusive growth) and (ii) Governance (for
enhanced transparency, efficiency and
fairness and increased private sector
participation).
The
main
planned
interventions foreseen as part of the
Indicative Operational Program (IOP) are
highlighted in Annex 8 and should be
financed based on the Country Financing
Parameters identified in Annex 9. The IOP
for 2016 is based on sound and mature
projects with the necessary studies or ESW
except the land reclamation project which is
one of the new mega projects being of high
priority for the GoE. The IOP for 2017 and
beyond is indicative as the GoE carefully
approaches different funders based on their
comparative advantage in terms of

financing terms and conditions and
readiness and ease of getting approvals
before making a final commitment.
63.
Pillar 1 Infrastructure (for
private sector competitiveness and
sustainable and inclusive growth). The
Bank will seek to support the provision of
enabling infrastructure in key interlinked
sectors to promote private sector growth
and competitiveness, and social and spatial
inclusion. Energy and Agriculture/water
resource management (covering wastewater
treatment and sanitation and agriculture
sub-sectors) will be main sectors of focus.
The Bank will use multisector PBOs as well
as selective investments and capacity
building
assistance
as
preferred
instruments. This pillar will serve the
Bank’s LTS objective of inclusive growth
by seeking to reduce economic and social
disparities across regions in terms of access
to basic infrastructure services and enhance
access of low-income individuals to
economic opportunities. This pillar will
serve the Bank’s objective of green growth
by improving the environment footprint of
the energy sector and enhancing agriculture
and agroindustry productivity and food
security including through better use of
Egypt’s scarce water and land resources.
Due attention will be given to skills
development in these critical sectors to
improve the country’s competitiveness and
create jobs for both men and women.
64.
Pillar
2
Governance
(for
enhanced transparency, efficiency and
fairness and increased private sector
participation).
The Bank’s objectives
under this pillar will be threefold: (i)
support
Egypt’s
comprehensive
macroeconomic program (subsidy reforms,
fiscal consolidation, improved efficiency,
transparency and accountability of public
institutions and public enterprises, etc.), (ii)
develop a business environment that is
conducive to private sector development
that will create broader economic
15

opportunities and competition including for
high value-added industries and MSMEs to
create jobs particularly for the youth, (iii)
improve inclusiveness by supporting social
protection, enhanced efficiency in delivery
of public services to disadvantaged groups,
and strengthened human capital through
vocational training and skills development,
entrepreneurship development. These key
reforms will be mainly achieved in
coordination with other DPs through a joint
reforms’ matrix and linked to the
programmatic PBOs. This pillar will serve
the Bank’s LTS objective of inclusive
growth by fostering equal opportunities,
transparency and accountability as well as
social protection of the most vulnerable.
65.
The Bank’s approach has been
informed
by
consultations
with
stakeholders (administration, CSOs,
private sector entities) as well as the goal
of fostering complementarity with other
DPs. In addition, the operational pillars are
premised on two important criteria: (i)
capacity to address Egypt’s challenges and
priorities while leveraging on AfDB
comparative
advantages
(extensive
experience in the infrastructure sector
especially energy and water sectors, access
to concessional finance for RE and EE,
possibility to provide local currency
financing and long maturity, combination of
private and public sector window, etc.) and
(ii) capacity to reflect lessons learnt from
previous operations, new Bank priorities
outlined
in
its
strategies
and
recommendations of ESW and policy
dialogue conducted by the Bank.
66.
This CSP proposes enhanced
diversification of AfDB interventions and
a holistic approach, based on the
emerging priorities elaborated in the
SDS and lessons learnt from the ICSP. This approach is useful to maximize
the impact of scarce Bank resources,
properly tackle the multi-dimensional
aspects of some development challenges

and reflect new Bank priorities. The Bank
will also strive to provide “Smart”
resources by strengthening the knowledge
and advisory aspect in its lending
operations.
67.
Interventions under this CSP
were also designed to take into
consideration the regional context. The
Bank’s interventions will seek to support
job creation, protection of vulnerable
segments and enhanced public service
delivery and governance, which should
strengthen well-being of Egyptians. This in
turn should reduce social unrest risks and
contribute to improving the regional
security
situation.
Strengthening
institutional capacity of the public sector
and its service delivery should also help
Egypt better cope with the needs of refugee
flows it may receive contributing further to
the region’s enhanced resilience and
stability. Note that projects under this CSP
will seek to create synergies with those
planned under the North Africa Regional
Integration Strategy Paper (RISP) currently
being drafted.
68.
The GoE’s capacity to implement
the strategy and the related investment
programs within the CSP period is
assessed as satisfactory especially as Egypt
pushes to maximize the deployment of
donor support and aligns it with the SDS.
The GoE has sufficient experience, from
previous projects, to be able to implement
the ones envisaged under this CSP.
69.
Importantly, during the CSP
period the Bank will aim to maintain
high level policy dialogue in key strategic
sectors (energy, RE, PPPs, water),
providing strategic policy advice through
ESW, focus on strong business
development as well as monitoring of the
strategy’s implementation. The Bank’s
interventions will also ensure that important
cross cutting issues such as gender are
properly addressed (see Box 1).
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Box 1: Mainstreaming Gender in AfDB Operations
Egypt’s social transformation cannot succeed without women and girls’ full participation which
comprise 50% of the population. During the CSP period, the Bank will seek to mainstream gender in the
design of all its projects while supporting diagnostic and analytical work to better understand the issues
preventing women economic empowerment and how to best tackle them. Dialogue will be maintained with
the GoE and key partners such as UN Women to see how to best assist Egypt in preparing a national gender
strategy.
During the CSP, operational support to gender could be assessed from different perspectives. First, the Bank’s
proposed interventions in the agricultural sector should positively affect rural women as farming employs 83%
of rural women in Egypt, although most of it is non-cash family labor. Women have the legal ability to own
and inherit land, but the legal framework and social custom discriminate them, resulting in low levels of
women’s land ownership. Hence the Bank will seek to reform regulation discriminating against women and
to foster, through education programs and other forms of assistance, a change in attitude towards women’s
role in society. Second, the Bank will aim to bring women into the formal sector, as women’s enterprises fall
often under the micro categories and comprise an important share of the informal sector (48%). For instance,
the Bank could deploy both targeted financial and non-financial services to female entrepreneurs and womenowned businesses, to support their business growth and transformation into the formal sector.

3.2. Deliverable and Targets
70.
Pillar 1 will have 2 outcomes.
Outcome 1.1: Improved reliability and
diversification of energy services (with
emphasis on green growth and enhanced
private sector participation). The Bank
will use multisector PBOs to sustain the
current high momentum of energy sector
reforms. The Bank could also consider
support the ambitious RE program through
investment finance, and by helping Egypt
access other sources of climate financing.
The Bank could build on its long support to
the expansion and efficiency of the power
sector and focus on the investment program
of the transmission and distribution (T&D)
system, including the promotion of demand
side management, as well as possible
regional interconnections. Support to the
energy sector will help boost private sector
development
and
participation,
competitiveness and job creation by
improving the reliability and affordability
of power supply, where the private sector
currently consumes about 40% of total
supply.
71.
Outcome 1.2: Improved access to
and efficiency of key agriculture,
agribusiness, water management, and

water
supply
and
sanitation
infrastructure (with emphasis on green
growth, inclusive growth and food
security For the agriculture sector, the
Bank will enhance agricultural productivity
and opportunities for rural employment by
providing better infrastructure, increasing
agribusiness opportunities and more
efficient water allocation systems, and
promoting better water use efficiency. The
Bank will seek to enhance the efficiency of
natural resources management such as
water to strengthen food security and
support green growth. Programs could
include land reclamation, improvements of
irrigation systems and canals, use of RE
with water infrastructure as well as skills
and entrepreneurship development and
financial services for farmers. Enabling
youth and gender mainstreaming in
agriculture will be a high priority for the
Bank. For the water and sanitation sector,
the Bank will support the GoE’s efforts to
address (i) the continued deterioration of
water quality and sanitation especially in
rural areas; (ii) the growing demand-supply
gap; (iii) the intensification of inter-sectoral
and interregional water allocation and water
quality problems; and (iv) poor operational
performance. One important step is to
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engage the authorities on the nexus between
water and key economic sectors such as
tourism to foster economic linkages
between water usage and the economy for
job creation and equitable benefit sharing.
72. Pillar 2 will have 2 outcomes.
Outcome 2.1: Improved efficiency,
transparency and accountability of
public resources management and the
business environment. Under this
outcome, the Bank’s operations using
multi-sectoral PBOs and grants could seek
to foster better utilization of public
resources
towards
(i)
improved
macroeconomic performance and fiscal
consolidation, (ii) enhanced business
environment for private sector and
industrial
investments
(sound
and
predictable policy formulation, improved
industrial licensing and regulatory
environment including on PPPs). The Bank
could also support PFM reforms to help,
among others, address the issues raised in
the Country Fiduciary Risk Assessment
(CFRA).
73.
Outcome
2.2:
Strengthened
economic, spatial and social inclusion,
and enhanced skills development for the
youth. The Bank will seek to strengthen
institutions and support policy reforms and
projects/programs aimed at (i) enhancing
social
protection
to
redress
the
intergenerational cycle of poverty and
improve social justice with emphasis on
social inclusion and solidarity support
programs. Improving the targeting of the
social safety net system is a critical element
to accompany subsidy cuts reforms. The
Bank could seek interventions related to
cash transfer, universal health coverage and
improved delivery of social services; (ii)
alleviating the skill mismatch to enable the
Egyptian youth to seek decent jobs, enhance
their productivity and become competitive.
This is proposed to be done through
supporting policy reforms, technical skills
and training programs for the youth in

sectors of potential growth as well as
programs for the youth and a program. on
employment
generation
and
entrepreneurship development, including
for women. Alignment between the CSP
outcomes and the priorities of the GoE as
outlined in the Government’s SDS are
summarized in Annex 8.
74.
Bank support from the privatesector window will be complementary to
its support from the public-sector window.
The Bank could provide various
instruments such as Partial Risk Guarantees
(PRG), Partial Credit Guarantees (PCG)
and Lines of Credit (LOC) for SMEs to
facilitate trade and enhanced private
participation including small and medium
industries. The Bank could also seek to
support financial inclusion initiatives and
local capital market development. The
Bank could also consider support to PPPs in
large infrastructure projects as well as
private companies. Advisory services could
be provided through the PPP North Africa
Hub.
3.3. Implementation Arrangements
75.
The
Bank’s
proposed
interventions over the CSP period will
seek to leverage the Bank’s traditional
instruments (project loans, PBOs, grants,
etc.) as well as new more innovative
instruments such as guarantees. The use
of PBOs will give the Bank greater
flexibility to respond to the GoE’s
immediate and urgent needs under its
comprehensive reform strategy, and to
work closely with other DPs under common
reform matrix. Early indications are that the
GoE will focus heavily on the use of PBOs.
The main sources of funds for the proposed
operations should come from AfDB
resources (both from its public sector and
private sector windows). They also factor in
resources that AfDB could leverage
because of its executing agency status (such
as the CTF) or existing partnerships Africa
Growing Together Fund (AGTF). The Bank
is also actively involved in some regional
18

fora such as the Deauville Partnership and
following closely new initiatives through
which it could raise financing, including for
technical assistance. Details of sources of
funds envisaged for individual projects are
provided in Annex 8.
76.
The Bank carried out a CFRA
with a focus on FM and procurement in
view of using country systems (UCS) and
identifying weaknesses that could be
addressed through technical assistance.
This CFRA identified risks that are
summarized in Annex 10 and which the
Bank will aim to address through technical
assistance and PBOs. The Bank will work
within the PFM action matrix prepared in
collaboration with the WB, USAID and the
EU. In the area of procurement, ongoing
revision of the procurement law could be
supported through TA and advice in order to
bring the system towards international best
standards. Support could be provided to
complement progress made on eprocurement as well as the transition
towards e-submission.
77.
The Bank will ensure that the
CSP will be implemented in close
coordination with the operations of all
stakeholders including the civil society.
Selection of projects will be based on the
priorities of the Bank’s 2013-2022 LTS
with a view of trying to be focused. The
Bank will also rely on strong analytical
work carried out by the Bank or other DPs,
with particular attention paid to cross
cutting issues (gender, green growth, food
security and PSD). The proposed technical
assistance grant to MoIC through MENA
TF should ensure that a strong M&E unit is
established/strengthened. The supervision
missions will also aim to document results
obtained so far on the outputs and outcomes
This is related to the new Bank’s risk model and specifically to
the RAC constraint whereby in the case of Egypt, lending more to
the private sector has a positive impact on the headroom as it
increase diversification of the portfolio because of the Bank’s
heavy exposure to Egyptian public sector operations.
18
Use of country systems, whilst having a general thrust across
the portfolio, will be pioneered in selective projects with
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as specified in the Result Measurement
Framework (see Annex 11).
3.4. Country Dialogue Issues
78.
AfDB’s Reengagement Format.
After a lending hiatus of several years, the
Bank is now able to fully reengage with
Egypt but needs to carefully manage the
issue of headroom. This calls for a new
reengagement format through which the
Bank should seek to increase its exposure to
non-sovereign operations17. As part of its
efforts to optimize the use of its resources,
the Bank will also seek enhanced
coordination with DPs through the use of
common results matrix under PBOs,
leverage on new sources of financing such
as the AGTF and place more focus on
programs that are cross-sectoral. To inform
its engagement, the Bank will continue to
maintain a strong and credible policy
dialogue with the GoE in areas supported by
the CSP and backed by ESWs.
79.
Country systems and portfolio
performance. In the hope of addressing the
recurring issues around procurement delays
and complexity, there will be a need to
consider using country systems for
procurement of pre-selected projects18 and
select activities following a thorough
procurement assessment. This will greatly
facilitate project implementation and in turn
alleviate one of the most critical issues
affecting portfolio performance.
80.
Monitoring and evaluation. CSP
implementation progress will be monitored
and evaluated on the basis of the ResultMeasurement-Framework (Annex 11).
Reporting on the various results will be
coordinated through strengthened and
restructure MoIC with strong M&E Unit.
Annual CPPRs will guide the Bank in
ORPF’s guidance. To that extent an assessment of the
procurement system will be carried out to determine how and the
condition under which the national procurement system can be
used.
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undertaking revisions to operations and
implementation of programmed activities.
The CSP mid-term review in 2017 and the
CSP completion report in 2019 will assess
results achieved at mid-term and
completion of the strategy.
3.5. Risks and Mitigation Measures
81.
The nascent economic recovery in
Egypt, its high dependence on tourism,
FDIs and the Suez Canal revenues makes
it highly vulnerable to external shocks.
Slower growth of the global economy and
particularly in the EU could adversely affect
Egypt’s growth prospects. Prolonged
instability in neighboring Libya and Middle
East, and lower international oil prices
could also result in loss of remittances and
financial support from Gulf countries. An
additional source of vulnerability comes
from high volatility on international
markets. The Bank’s interventions will aim
to strengthen Egypt’s resilience by seeking
to boost growth, diversify its sources and
improve its quality. The Bank will also
support social inclusion and boost youth
employment. The Bank will also use a
flexible approach that adapts interventions
to the country’s evolving funding needs.
82.
A setback in the implementation
of reform measures. Egypt’s sustainable
economic rebound and stability are highly
dependent on the continuation of current
reform efforts. To mitigate this risk, the
Bank will mainly use PBOs to ensure
actionable measures will translate into
actual
reforms
and
sustainable
development. By doing so, the Bank will
ensure quick delivery of reforms and help
support the Government’s ambitious (yet
realistic) and difficult reform agenda. A
flexible approach will also be adopted to
encourage reforms in key areas and
technical assistance will be favored.
83.
Worsening of the domestic and
regional security situation could
jeopardize FDI recovery. The GoE has
deployed significant efforts to preempt and

contain attacks including a three-month
state of emergency in North Sinai. Egypt
remains also vulnerable to potential
counterattacks by Extremist Islamist forces
in Libya and conflicts in the rest of the
region (Syria, Yemen). The Bank will be
closely monitoring the situation and adapt
its support to preserve its assets and
financial integrity.
84.
A reduction in AfDB lending
capacity. The level of Bank lending to
Egypt could be further expanded once the
Exposure Exchange Agreement is approved
by the Boards of the AfDB, WB and IADB.
To mitigate the lending headroom risk, the
Bank has been actively working to ensure
the successful implementation of the EEA
and has devised several lending scenarios
and triggers to adapt the size of its
interventions (Annex 12). By fostering
reforms through PBOs, the Bank should
also contribute to a sovereign risk
enhancement of Egypt, which should have
a positive effect on headroom.
IV.
CONCLUSION
AND RECOMMENDATIONS
85.
Egypt is emerging from the
transition period and has shown
commitment to reforms but the country
funding needs remain significant. In this
context, the Bank should aim to support
ongoing and planned efforts by the GoE to
achieve its dual objectives of accelerated
and sustainable growth along with social
justice and inclusiveness.
86.
The Bank’s Board of Directors
approval is sought for this CSP 2015/16
to 2019/20. It is proposed to focus the
Bank’s interventions over the CSP period
on (i) Infrastructure (for private sector
competitiveness and sustainable and
inclusive growth) and (ii) Governance (for
enhanced transparency, efficiency and
fairness and increased private sector
participation).
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Annex 1: Selected Economic and Social Indicators
Indicators

Unit

2000

2009

2010

GNI at Current Prices

Million US $

97,221

171,976

GNI per Capita

US$

1,470

GDP at Current Prices

Million US $

GDP at 2000 Constant prices

2011

2013

2014 (e)

195,970 216,741 240,551

257,657

...

2,240

2,510

3,140

...

97,954

187,968

214,623 231,222 260,153

255,199

274,654

Million US $

97,954

151,076

158,328 161,177 164,723

168,183

171,908

Real GDP Growth Rate

%

5.4

4.9

4.8

1.8

2.2

2.1

2.2

Real per Capita GDP Growth Rate

%

3.7

3.2

3.1

0.1

0.5

0.5

0.6

Gross Domestic Investment

% GDP

19.6

19.2

19.5

17.1

16.4

14.2

14.4

Public Investment

% GDP

10.2

6.3

5.7

6.4

6.8

5.8

5.8

Private Investment

% GDP

9.4

12.9

13.8

10.7

9.6

8.3

8.6

Gross National Savings

% GDP

18.4

16.8

17.5

14.5

12.5

11.4

14.0

Inflation (CPI)

%

2.8

16.2

11.7

11.8

8.5

6.9

10.1

Exchange Rate (Annual Average)

local currency/US$

3.5

5.5

5.6

5.9

6.1

6.9

7.1

Monetary Growth (M2)

%

93.9

8.4

11.0

7.3

9.7

17.2

16.2

Money and Quasi Money as % of GDP

%

133.4

141.2

135.4

127.8

122.0

128.5

134.6

Total Revenue and Grants

% GDP

21.9

27.1

22.2

19.3

19.3

20.0

22.7

Total Expenditure and Net Lending

% GDP

25.7

34.0

30.3

29.1

29.9

33.7

35.4

Overall Deficit (-) / Surplus (+)

% GDP

-3.9

-6.9

-8.1

-9.8

-10.6

-13.7

-12.8

Exports Volume Growth (Goods)

%

15.7

-2.3

-10.4

-3.2

-11.1

-1.3

3.6

Imports Volume Growth (Goods)

%

-3.2

1.4

-2.0

-1.9

2.2

-1.7

4.9

Terms of Trade Growth

%

14.5

-6.8

6.7

3.8

-2.4

-0.9

3.8

Current Account Balance

Million US $

-1,163

-4,424

-4,318

-6,088

-10,146

-6,190

-2,169

Current Account Balance

% GDP

-1.2

-2.4

-2.0

-2.6

-3.9

-2.4

-0.8

External Reserves

months of imports

7.0

6.5

7.1

2.9

2.1

2.5

2.2

% exports

22.9

11.7

9.7

11.6

11.7

12.4

26.3

2,730

2012

2,980

Prices and Money

Government Finance

External Sector

Debt and Financial Flows
Debt Service

Indicators

Unit

2000

2009

2010

2011

2012

2013

2014 (e)

External Debt

% GDP

28.0

16.8

15.7

15.1

15.0

17.4

19.4

Net Total Financial Flows

Million US $

3,266

9,705

11,130

7,560

9,093

...

...

Net Official Development Assistance

Million US $

1,371

1,005

597

414

1,807

5,506

...

Net Foreign Direct Investment

Million US $

1,235

6,712

6,386

-483

6,881

5,553

...

Year

Egypt

Africa

Developing
Countries

Developed
Countries

GNI Per Capita US $

Basic Indicators

2 310
66.1
42.8
0.801
...
39.6

4 168
67.7
52.9
0.506
...
17.0

39 812
72.3
65.1
0.792
...
...

2014

1.6

2.5

1.3

0.4

Population Growth Rate - Urban (%)

2014

2.0

3.4

2.5

0.7

Population < 15 years (%)
Population >= 65 years (%)
Dependency Ratio (%)
Sex Ratio (per 100 female)
Female Population 15-49 years (% of total population)
Life Expectancy at Birth - Total (years)
Life Expectancy at Birth - Female (years)
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 woman)
Maternal Mortality Rate (per 100,000)
Women Using Contraception (%)

2014
2014
2014
2014
2014
2014
2014
2014
2014
2013
2013
2014
2013
2014

31.0
5.9
56.8
100.9
25.6
71.4
73.8
22.8
6.4
18.6
21.8
2.7
45.0
62.8

40.8
3.5
62.4
100.4
24.0
59.6
60.7
34.4
10.2
56.7
84.0
4.6
411.5
34.9

28.2
6.3
54.3
107.7
26.0
69.2
71.2
20.9
7.7
36.8
50.2
2.6
230.0
62.0

17.0
16.3
50.4
105.4
23.0
79.3
82.3
11.4
9.2
5.1
6.1
1.7
17.0
...

2004-2012
2004-2012
2009-2012
2012
2012
2012
2013
2013
2013
2013
2005-2013
2011

283.0
352.0
74.2
99.3
61.0
95.9
0.1
16.0
98.0
96.0
6.8
3 557

46.9
133.4
50.6
67.2
51.3
38.8
3.7
246.0
84.3
76.0
20.9
2 618

118.1
202.9
67.7
87.2
57
56.9
1.2
149.0
90.0
82.7
17.0
2 335

308.0
857.4
...
99.2
69
96.2
...
22.0
...
93.9
0.9
3 503

Egypt

2013

3 140
49.3
24.2
0.855
110
1.7

2012

2013
2014
2014
2007-2013
2013
2008-2013

2011

GNI per Capita (US $)
Labor Force Participation - Total (%)
Labor Force Participation - Female (%)
Gender -Related Development Index Value
Human Develop. Index (Rank among 187 countries)
Popul. Living Below $ 1.25 a Day (% of Population)
Demographic Indicators
Population Growth Rate - Total (%)

2010

53,939
1.3
78.7
24.3

2009

80,386
6.0
47.6
73.3

2008

30,067
1,136.9
39.9
37.8

2007

1,001
83.4
44.0
83.3

2005

2014
2014
2014
2014

2000

Area ( '000 Km²)
Total Population (millions)
Urban Population (% of Total)
Population Density (per Km²)

3500
3000
2500
2000
1500
1000
500
0

Africa

Population Growth Rate (%)
3,0
2,5

1,0
0,5
2014

2013

Egypt

2012

2011

2010

2009

2008

2005

0,0

Africa

Life Expectancy at Birth (years)
80
70
60
50
40
30
20
10
0

2014

2013

Africa

2012

2011

2010

Egypt

2009

2008

2005

2000

Physicians (per 100,000 people)
Nurses (per 100,000 people)*
Births attended by Trained Health Personnel (%)
Access to Safe Water (% of Population)
Healthy life expectancy at birth (years)
Access to Sanitation (% of Population)
Percent. of Adults (aged 15-49) Living with HIV/AIDS
Incidence of Tuberculosis (per 100,000)
Child Immunization Against Tuberculosis (%)
Child Immunization Against Measles (%)
Underweight Children (% of children under 5 years)
Daily Calorie Supply per Capita

1,5

2000

Health & Nutrition Indicators

2,0

Indicators

Unit

Public Expenditure on Health (as % of GDP)
Education Indicators
Gross Enrolment Ratio (%)
Primary School

- Total

2000
2013

2.1

2009

2.7

2010
3.1

2011

2012

2013

2014 (e)

7.3
Infant Mortality Rate
( Per 1000 )

102.6
54.3
51.4
45.1
61.9
70.2
53.5
5.3

107.6
69.0
67.7
58.1
80.4
85.9
75.2
4.3

101.1
100.2
99.9
81.6
99.2
99.3
99.0
5.5

Environmental Indicators
Land Use (Arable Land as % of Total Land Area)
Agricultural Land (as % of land area)
Forest (As % of Land Area)
Per Capita CO2 Emissions (metric tons)

2012
2012
2012
2012

2.8
0.0
0.1
2.6

8.8
43.4
22.1
1.1

11.8
43.4
28.3
3.0

9.2
28.9
34.9
11.6

Egypt

Sources: AfDB Statistics Department Databases; World Bank: World Development Indicators; UNAIDS; UNSD; WHO, UNICEF, UNDP; Country Reports.
Note : n.a. : Not Applicable ; … : Data Not Available

Africa

2013

111.1
86.3
85.5
52.9
73.9
81.7
65.8
3.8

2012

2011-2014
2011-2014
2011-2014
2012-2014
2006-2012
2006-2012
2006-2012
2009-2012

2011

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
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2010

101.3
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109.4

2008

106.3

2005

113.4
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Annex 2: Debt Sustainability Analysis

1. Background
Government debt to GDP in Egypt averaged 87% over 2002-2014 (Figure 1), reaching an all-time
high of 102.3% in 2003 and a record low of 73.3% in 2009 where the economy was doing better
in terms of GDP growth. The high debt level has underscored the issue of debt sustainability and
motivated the GoE to initiate debt consolidation efforts in FY 04/05. Yet, the 2011 revolution and
the economic slowdown that followed put a hiatus over such efforts but the Government has
resumed recently its debt consolidation efforts and targets a debt-to-GDP level ratio of 80/85% for
FY18/19, down from 95.5% in FY 2013/14. Latest fiscal data indicate that subsidy reform is
having a significant impact on the country's accounts and consequently its funding needs. The GoE
announced its intention to bring budget deficit down to 8.9% of GDP during FY 2015/2016.
However, despite ambitious adjustments planned over the next fiscal years, public debt will remain
high until 2020—although on a markedly declining pace—and the GoE will still need substantial
funding.
Figure 1: Gross debt in Egypt (as a share of GDP)
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Source: IMF

2. Current debt position
Total government debt rose by 16 percentage points to reach LE 1,907.6 billion or 95.5% of GDP
at end of June 2014, compared to LE 1,644 billion or 93.6% of GDP at end of June 2013. This
high ratio significantly constraints Egypt’s fiscal policy. Notably, domestic and foreign interest to
service public debt constituted 26.3% of Egypt’s budget and according to the latest available data,
Egypt per capita debt stood at USD 2,989 in 2014 compared to USD 2,853 in 2013 and USD 1,154
in 2004.
3. Debt composition
External debt has been a source of concern for policy makers during the 1990s and has led during
the 2000s to a policy through which public deficit was mainly financed by domestic resources.
This has resulted in a reduction of the ratio of external debt to GDP from 64.5% in FY 1993/94 to
19.4% in FY 2013/14. As a result, the GoE has been relying significantly on local sources of

funding, particularly domestic banks, which have significant liquidity. These have been buying
treasury bills and bonds to fund public deficit, at high but declining costs. This situation has
resulted in a significant exposure of Egyptian banks to government risk, with public sector banks
reporting the highest levels of exposure.
4. Domestic debt
At the end of FY 2013/14, Government domestic debt amounted to LE 1,599 billion, rising by
17.3 percentage points, the smallest increase since FY 2007/08. This growth is the result of
increasing short- and long-term issuances (respectively LE 535 and 436 billion) by the Ministry
of Finance despite the unprecedented level of grants received from Gulf countries. It is estimated
that, without the donations from Gulf countries which represented a fivefold increase in their
average contribution since 2008/09, the GoE’s deficit would have been 17.6% of GDP instead of
12.8% in FY 2013/2014 and funding needs on the domestic market more important.
Figure 2: Gross Domestic Debt as % of GDP in 2014
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5. External debt
Since FY 2010/2011, the decline of the main sources of revenue (especially tourism and
hydrocarbons) have been compensated by official transfers, including external debt. As of Q4 FY
2013/14, Egypt’s external debt amounted to USD 46 billion, including USD 29 billion in gross
external government debt and USD 17 billion in non-government debt essentially issued by
monetary authorities (Figure 3). Unlike the previous fiscal year, Gross External Debt rose at a
slower pace than Domestic Debt (+ 6.6%). The increase in external debt reflects, among others, a
USD 2.5 billion increase in foreign loans and deposits at the Central Bank of Egypt, as well as a
value effect of USD 0.5 billion. External debt should remain low in the medium term (at about 17
percent of GDP) despite the country program to issue Eurobonds to the tune of USD 10 billion.

US$ Million

Figure 3: Gross external debt of Egypt (2012-2014, million, USD)
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In terms of source, members of the Paris Club are the main external creditors of Egypt but Gulf
countries have been increasing their share and hold currently, for the first time, almost a quarter of
Egypt’s debt. The weight of the external debt service has also increased within reasonable limits
and remains stable in absolute terms (USD 3.2 billion corresponding to 7.3% of Exports). The
external debt is mainly (92%) constituted of medium to long term issuances: Long term debt
accounted for USD 30.4 billion or 73.5% of the total (Figure 4), whereas medium-term debt
reached USD 7.6 billion or 18.4 %. Short-term debt accounted for the smallest portion of USD 3.3
billion or 8.1 %. In addition, while short-term debt represents only 22% of foreign exchange
reserves, against 50% in the previous year, the medium- term situation is marked by repayments
of USD 7.2 billion in the second semester 2018, including USD 6 billion to Gulf countries.
Figure 4: External Debt by Original Maturity at end of Dec. 2014
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6. Debt service
Debt service reached LE 280 billion at the end of FY 2013/2014 representing 37.4 percent of
public spending (Table 1). As shown clearly from Table 1, this was mainly driven by increase in
domestic debt service which comprise the Bulk of Egypt’s public debt.
Table 1: Government Debt service (in LE billion)
Jun-10
Total Debt Service
98.86
Domestic Debt Service
87.56
Foreign Debt Service
11.30
Source: Macro-Fiscal Policy Unit, Ministry of Finance

Jun-11
117.25
104.62
12.62

Jun-12
140.91
122.32
18.59

Jun-13
218.25
203.17
15.08

Jun-14
280.70
262.08
18.61

7. Conclusion on Debt sustainability
According to the last debt sustainability analysis performed by the IMF19, public debt sustainability
risks remain significant although mitigated by an ambitious fiscal adjustment plan and a friendly
domestic investor base. Gross financing requirements are large, at about 50 percent of GDP.
Vulnerabilities are compounded by the short average maturity of public debt currently standing at
2 years. Yet, the IMF estimates that the debt profile is rather favorable as Egypt’s external debt
and its sovereign spreads remain low, its short term debt expected to decline as a result of
government efforts to lengthen the average maturity and the overall debt expected to decrease to
80% by FY 2018/19 as a result of the ambitious fiscal adjustment plan presented by the
government. In addition, Egypt benefits from a captive domestic investors’ base which shields it
from changes in global market perceptions
Stress tests conducted under the Article IV consultations suggest that Egypt’s debt sustainability
remains highly vulnerable to the country growth performance and domestic interest rates. A onestandard deviation decline in growth performance would push debt to 95% of GDP. Similarly, an
increase in domestic real interest rates will significantly increase interest expenditures and cause a
deterioration of the budget stance and persistently high debt over the medium term.
The largest impact on external debt would come from a large depreciation of the real exchange
rate. External debt will also be vulnerable to current account performance and an increase by 5
percentage points could be observed in the external debt to GDP ratio as a result of a shock to the
current account. In addition, the external debt stock to exports reached 105.3% and 100% above
the sustainability threshold established by international institutions, while remaining in the low
risk zone.

19

Article IV, International Monetary Fund, 2015

Annex 3: Egypt’s Performance on the Millennium Development Goals (MDGs)
1995

2000

2012

4.5
..

2.5
..

<2
16.7

<2
25.2

Share of income or consumption to the poorest quintile (%)

8.7

9.5

9

9.2

Prevalence of malnutrition (% of children under 5)

10.5

10.8

4.3

6.8

..
..

91
93

94
97

95
107

Secondary school enrollment (gross, %)

73

74

86

86

Youth literacy rate (% of people ages 15-24)

..

73

..

89

81
21

88
19

92
19

97
18

4

2

2

2

86
63

64
49

45
36

21
18

86

89

98

93

120
37

96
46

75
61

50
79

48

48

56

60

0.1
34

0.1
32

0.1
26

0.1
17

11

58

63

62

93
72

95
79

96
86

99
96

Forest area (% of land area)

0

0.1

0.1

0.1

Terrestrial protected areas (% of land area)

0.4

2

4.3

11.2

CO2 emissions (metric tons per capita)

1.3

1.6

2.1

2.6

GDP per unit of energy use (constant 2005 PPP $ per kg of oil equivalent)

5.7

6.2

6.9

5.9

2.8
0

4.4
0

8.3
2.1

10.6
119.9

Internet users (per 100 people)

0

0

0.6

44.1

Households with a computer (%)

..

..

..

37.9

Goal 1: halve the rates for extreme poverty and malnutrition
Poverty headcount ratio at $ 1.25 a day (PPP, % of population)
Poverty headcount ratio at national poverty line (% of population)

Goal 2 : ensure that children are able to complete primary schooling
Primary school enrollment (net, %)
Primary completion rate (% of relevant age group)

Goal 3 : eliminate gender disparity in education and empower women
Ratio of girls to boys in primary and secondary education (%)
Women employed in the nonagricultural sector (% of nonagricultural employment)
Proportion of seats held by women in national parliament (%)
Goal 4 : reduce under- 5 mortality by two thirds
Under-5 mortality rate (per 1,000)
Infant mortality rate (per 1,000 live births)
Measles immunization (proportion of one-year olds immunized, %)
Goal 5 : reduce maternal mortality by three-fourths
Maternal mortality ratio (modeled estimate, per 100,000 live births)
Births attended by skilled health staff (% of total)
Contraceptive prevalence (% of women ages 15-49)
Goal 6 : halt and begin to reverse the spread o f H IV/ A ID S and other major diseases
Prevalence of HIV (% of population ages 15-49)
Incidence of tuberculosis (per 100,000 people)
Tuberculosis case detection rate (%, all forms)
Goal 7 : halve the proportion of people without sustainable access to basic needs
Access to an improved water source (% of population)
Access to improved sanitation facilities (% of population)

Goal 8 : develop a global partnership for development
Telephone mainlines (per 100 people)
Mobile phone subscribers (per 100 people)

1990

Source: Egypt Economic Monitor, Spring 2015. Global Practice for Macroeconomics and Fiscal Management, World Bank

Annex 4: Summary of GoE Objectives, Goals and KPIs
Main objectives

Goals/drivers
Economic
development
(sustainable)

Key government KPIs and action areas
Achieve economic growth rate of 7% on average

Selected examples of implemented reforms
Settled 70% of disputes with private domestic and foreign investors since September 2014

Raise average investment rate to 30% through a an
attractive, predictable, fair and internationally
competitive business environment, including for PPPs

Issued a new investment law, mining law, and competition law,

Diversify sources of economic growth and increase
services contribution to GDP to 70%
Raise the contribution of exports to 25% of the growth
rate, attract more tourists by diversifying products,
developing new markets and enabling infrastructure
Achieve
high,
sustainable and well
diversified
growth
that creates jobs and
higher value added

Market competitiveness

Move Egypt to more sustainable consumption and
production patterns
Achieve a structural transformation of the Egyptian
industry by focusing on sectors that increase Egypt’s
share of local value-added and export oriented
activities (healthcare, textile, leather and engineering),
develop and upgrade SEZ

Secure energy resources with a particular focus on
maximizing use of local traditional and RE sources,
double the rate of energy efficiency by 2030.
Improve agriculture productivity through better water
management systems and irrigation networks,
development into new reclaimable land in the desert,
support agri-business by providing adequate
regulation, financing and necessary infrastructure for
storage, transportation and trading
Encourage innovation: bring ICT contribution from 3.8%
of GDP to 8.4% by 2020, be among the top 40 countries
in the field of innovation and top 20 in the number of
patents and intellectual property rights, develop 60
new excellent centers
Develop an administrative system that is transparent,
motivated, accountable provides high quality services
and efficiently uses its resources and modern tools.

Issued the renewables feed-in tariff law, 2% customs tariffs on imported equipment and
materials for RE projects

A new strategy for administrative reform was adopted and a new civil service law is soon to
be issued

Improve labor market efficiency (regulation and
training of labor force ) and become among the best
ranked 50 countries

Human development

Citizen happiness
Address
social
inclusion
priorities
and achieve social
justice

Bridge the gap for transport and logistics, address the
issue of urban transportation through active
involvement of private sector and institutional reforms
Develop high quality education accessible to all
Egyptians by improving the quality of basic education,
enrollment ratios, international ranking of Egyptian
universities, support scientific research
Implement an integrated, accessible, high quality and
non-discriminatory health system: achieve equitable
access to 80% of essential health interventions,
Implement a health system that ensure financial
protection for the vulnerable
Create jobs and reduce unemployment to 5%
Support decentralization and Increase urbanized area
by about 5% of its total area to address spatial
disparities
Establish 7.5 million housing units and solve the slums
problems

Initiated the phasing out of generalized energy subsidies, bread subsidies were streamlined,
food ration cards reformed.
Launching of the Takafol and Karama cash transfer schemes targeting senior population,
disabled citizen and needy households
The new civil service law should extend maternity leave by 1 month to 4 months.
Adoption of the social housing law to establish a social housing fund

Promote gender equality in employment, health and
education
Support marginalized societal factions through targeted
subsidy systems and social protection (medical
insurance, social security pensions,

Issued a new microcredit law
Introduced an exceptional 3-year 5% levy for Egyptians earning annually more than EGP 1
billion, soon to replace current sales tax with fully fledged VAT system

Emphasize citizens’ rights in participation based on
efficiency, performance and rule of law
Promote entrepreneurship and financial inclusion
Restructure the tax system to make a fair distribution of
the tax burden
Provide and enhance quality of basic services
(education,
health,
water
and
sanitation,
transportation, etc.)
Source: Sustainable Development Strategy: 2030 vision and 5-year Macroeconomic Framework and Strategy (FY2014/2015 –FY 2018/2019)

Annex 5: Main Areas of Support for Selected Development Partners (million, USD)
AfDB
66.34

UNDP

WB

EBRD

EIB

19.05

Democratic governance

USAID

EU

16.3

72.6
93.4

JICA

IsDB

OFID

645

1,690

195

921.57
Environment and energy
Financial
services/private
development/SMEs

1.73
sector

2,614

190

1,287

287

1,106

734

298

45

238.52
60.52

59.13
1,106

Agriculture and Food security

19.1

Education

33

142.25

90

212.3

33.3

10

4.16

ICT

22

Public administration
133.72
Transportation and Infrastructure

479

880

0.19

550

138.6

277

88

415

6.1

163

45

6.4

121

379.9

809.46

457

70.75
Water and sanitation

757

Health
Total

148

1,490

499.98

6,519

1,062.4

2,010

Notes: Amounts for AfDB were converted from UA to USD using exchange rate of 1UA=1.39 USD as of August 2015

1,105

41.03

37

2,424.10

332

Annex 6: List of Economic Sector Work Produced Since 2011
Title

Link to IOP

Completed
Labor market reforms in post-transition North Africa (03/02/2014)
The Political Economy of Food Security in North Africa
Reforming Energy Subsidies in Egypt – March 2012
Power sector in brief-2010

PBO on energy, business environment and fiscal 2015
PBO on energy sector in 2016, Multi-sector PBO in 2017
PBO on energy, business environment and fiscal 2015
PBO on energy sector in 2016, Multi-sector PBO in 2017

AfDB Economic Brief: Forecasting the Costs and Benefits of Implementing Basel III
for North African Emerging Economies: An Application to Egypt and Tunisia.
Egypt private sector country profile - 2013
Jobs, Justice and the Arab Spring: Inclusive Growth in North Africa
A Year into the Arab Spring: North Africa Revisited - Update on Transition and
Operational Response: Outlook and Emerging Strategies for the Bank (11/05/2012)
Chinese Investments and Employment Creation in Algeria and Egypt (28/03/2012)
Unlocking North Africa’s Potential through Regional Integration (27/03/2012)

TA to support GAFI in 2016

Transforming Egypt’s Health Sector: A family-centered Approach

Investment in a health Fund in 2016

Clean Energy Development in Egypt (19/04/2012)

IPP in the solar sector (2016), TA on wind integration
2016,

The BRICs in North Africa- Changing the name of the game?
Comparative study on export policies: Egypt, Morocco, Tunisia
Unlocking North Africa’s Potential through Regional Integration
Innovation and Productivity Empirical Analysis for North African Countries
Ongoing
Social Policy Analysis for Rural Communities

Multi-sector PBO on social cash transfer programmed for
2016

Social Policy and Social Protection Analysis in North Africa (Tunisia, Morocco,
Algeria, Egypt)

2016 multi-sector PBO on social cash transfer

Enhancing Cooperation In The Energy Sector Within The Nile Basin Countries

Multi-sector PBO in 2016

Use of Renewable Energy in Irrigation

Led to approval of MIC TAF grant for feasibility study
(approved in Feb 2015)

Egypt the Road Ahead: Towards Generating Long Term Growth and Employment

Feed into the new CSP document and possible PBOs

Enhancing Egypt-COMESA Trade through Improved Trade Financing Mechanisms

Feed into the grant support for EAPD (MIC TAF grant)
approved by Board in 2015

Open, Smart and Inclusive Development: ICT for transforming North Africa
Informality in Egypt
Promoting North African Women’s Employment through SMEs
Impact of investments on Poverty alleviation in NA
Entrepreneurship in NA
Education in NA

Annex 7: AfDB Ongoing Portfolio in Egypt
Se
cto
ral

Source of
Finance

Bank Approval
Date

Age
(mnth)

Closing
Date

Suez Thermal Power Plant

ADB-L

15-Dec-10

34

31-Dec-16

Approved
Amount
(UA)
349.6

Ain Sokhuna Thermal Power

ADB-L

22-Dec-08

71

30-Jun-16

286.1

Abu Qir 1300 MW Steam Power

ADB-L

14-Nov-07

83

30-Dec-15

Study on Integration of Wind Energy
Study on Improvement of Power Efficiency
CTF Project Preparation Grant for KOM Ombo
Concentrated Solar Power

MIC TAF
MIC TAF

16-May-11
16-May-11

29
27

CTF

29-Nov-11

CTF Project Preparation Grant for Suez Gulf
Egyptian
Refining Company
Wind
Egyptian Refining Company sub convention
loan
Sub-Total – Power (8)

CTF
ADB Priv

Sharm El Sheikh Airport
Airport Centre of Excellence
Sub-Total - Transport (2)
RIEEP-Rural Income and Economic
Enhancement
RIEEP
RIEEP

78.
83
%
7.6
%

Social Audit to improve governance and
accountability in social sectors
Support to Parliament: Building Capacity and
mainstreaming inclusive growth and
decentralisation
Sub-Total – Social (5)

Total Disbursed

% Disbursed

144

41.2%

206

72.0%

212.8

201

94.5%

31-Dec-15
31-Dec-15

0.49
0.49

0.14
0.12

28.6%
24.5%

28

31-Dec-15

0.65

0.22

33.8%

29-Nov-11
17-Mar-10

35
38

31-Dec-15
15-May-16

0.64
129.44

0.43
102

67.2%
78.8%

ADB Priv

17-Mar-10

38

15-May-16

16.18

16.18

100.0%

996.39

670.09

67.3%

ADB-L

16-Apr-15

6

30-June-19

95

0

0.00%

MIC TAF

16-Apr-15

6

30-June-19

1.2

0

0.00%

96.2

0

0

ADB-L

13-Jan-10

58

31-Dec-15

44.5

44.5

100.00%

FAPA
MIC TAF

5-Feb-10
13-Jan-10

55
66

31-Dec-15
31-Dec-15

0.6
0.6

0.6
0.38

100.00%
63.30%

TFT

28-Jun-13

0.12

0

0.00%

MENA TF

11-Jun-14

1.91

0

0.00%

47.73

45.48

95.30%

30-Sep-17

3.7
7%

Green Growth: Industrial Waste Management
and SME entrepreneurship Hub

MENA TF

20-Feb-13

27

30-Mar-16

1.29

0.16

12.4%

Support to Micro, Small & Medium Enterprises
in Organic Clusters Project

MENA TF

20-Feb-13

23

30-Sep-16

1.29

0.26

20.2%

0.2
%

ADB-L

7-Oct-09

90

31-Dec-17

3.7
%

2.58
46.90
46.9

0.42
11.3
11.3

16.2%
24.1%
24.1%

MIC TAF

20-May-11

32

30-Jun-15

0.6

0.6

100.0%

ADB-L

25-Feb-09

62

31-Dec-15

25.4

5.3

20.9%

NEPAD-IPPF

4-Mar-13

27

30-Jun-17

0.98

0.1

10.2%

Strengthening the Rule of Law: Effective and
transparent delivery of justice and rule-making

MENA TF

11-Jun-14

1

31-Aug-17

1.57

0

0.0%

Support to EAPD
Strengthening of INP

MIC TAF
MIC TAF

30-Apr-15
8-May-15

31-Dec-16
25-Feb-18

1.2
1.2

0
0

0.0%
0.0%

Support Egypt's International Economic
Investment Conference

MIC TAF

19-Nov-14

30-Dec-15

0.39

0.26

66.7%

Modernization of CBE’s Clearing and
Settlement Depositary System

MIC TAF

13-Jul-15

0.891

0

0

32.23

6.26

19.4%

MIC TAF

10-Nov-09

50

31-Dec-15

0.6

0.31

51.7%

Masterplan for Rehabil Struct Nile

AWF

3-Nov-09

50

31-Dec-15

1.2

0.84

70.0%

Feasibility study and CB for use of RE for
pumping irrigation water

MIC TAF

1-Mar-15

31-Dec-17

0.8

0

0.0%

ADB-L

17-Jun-15

31-Dec-20

39.94

0

0.0%

42.54

1.15

2.7%

Sub-Total – Finance/SME (2)
Gabel El-Asfar Wastewater Treatment Plant
Sub-Total – Water & Sanitation (1)
Statistical Bldg Programme (SCB II)
Franchising Sector Support Program
NAVISAT - Transaction Advisory services for
procurement of NAVISAT system

Sub-Total – Multi Sector (8)
Masterplan for Rehabil Struct Nile

2.5
4%

National Drainage III
Sub-Total – Agriculture & Irrigation (4)

3.3
6%

9

Se
cto
ral

Source of
Finance

Bank Approval
Date

Age
(mnth)

Closing
Date

TOTAL: 30 (8 public sector loans + 1 private
sector loan + 21 grants)

Approved
Amount
(UA)

Total Disbursed

% Disbursed

1,264.57

734.7

58%

Trends in Portfolio KPIs: 2011, 2013 and 2015 (as of 1 Sept)
Indicator

2011

2013

Portfolio Performance
Problematic Projects (PP)20

2.48
0

Potentially
Problematic
Projects
(PPPs)21
Projects at Risk (PAR)22
Commitments at Risk (CAR)23

0

2.4
1
(Nubaria
rehabilitation)
0

2015

0
0%

1
0.84%

2
0.07%

Aging projects24

0

1 (Nubaria – 5.8 years)

0

Disbursement Rate
Avg. Project Size (public sector loans)
Avg. Project Size (grants)

34%
UA 158.54 million
UA 0.73 million

56% (May 24 2014)
UA 158.54
million
UA
0.82 million

58% (1 Sept)
UA 137.5 million
UA 0.85 million

&

Ismailia

Canals

2.4
0
0

Projects with IP or DO scores ≤ 1.5
Projects with IP and DO ≥ 1.5 but at least two of the conditions securing ≤ 1
22
The PAR refers to projects that are either problematic or potentially problematic (PAR=PP + PPP)
23
The CAR rates is the sum of net loan values for operations that are at risk
24
Operation is considered “ageing” if it is over 8 years old for investment operations and 5 years for institutional support operations and
technical assistance.
20
21

Annex 8: AfDB Indicative Operation Program (IOP) (2016-2018) and
Year

Name

ADB
PRIVATE

Sector

ADB
PUBLIC
(UA mill)

AGTF
(UA mill)

(UA mill)

Other
TFs

TOTAL
(UA
mill)

Cofinancing

(UA mill)

Loans 2016
2016

PBO II: Multisector PBO (energy, fiscal, business environment,
Social inclusion)**

2016

OSGE, ONEC

0

200

0

0

200

Lining of Nubaria and Ismailia Canals *

OSAN

0

30

20

0

50

2016

200 MW Wind Farm in Gulf of Suez **

OPSD, ONEC

50

0

20

35

105

2016

Other Non-Sovereign Operation

OPSD/OFSD

35

0

10

0

35

2016

Damanhour Power Plant*

ONEC

0

43

14

0

57

85

273

64

35

457

0

0

0

20

Sub-Total 2016 – 5 LOANS

MASDAR

EIB &
EBRD

20 (equity – so
2016

EFG Hermes Health Fund (Equity: does not affect headroom) *

OPSD

not count in
headroom)

Grants 2016
2016

Transport Sector Interconnectivity in Egypt **

OITC

-

-

-

1.2

1.2

2016

Institutional Support to GAFI to set up Centre of Excellence to promote
intra-Africa trade **

EGFO

-

-

-

1.2

1.2

2016

Feasibility study and ESIA Abou Rawash Sludge facility

OWAS

0.3

0.3

2016

Study on best practices on skills development

OSHD

0.2

0.2

2016

Supplementary Grant for National Drainage Project *

OSAN

0.3

0.3

2016

Building Technical skills of Youth and use of technology platform to
link farmers and agribusiness SMEs.

OSAN

0.8

0.8

NTF

Sub-Total 2016 – 6 GRANTS

0

0

0

4.0

4.0

Economic and Sector Work 2016
2016

Growth Diagnostic Study (co-financing with ILO)

Loans 2017

2017

PBO III: Multisector PBO (energy, fiscal, business environment, social
inclusion)**

OSGE, ONEC,
OSHD

0

200

0

0

200

2017

Abu Rawash Sludge Facility*

OWAS

0

30

16

0

46

2017

National Land Reclamation***

OSAN

0

50

25

0

75

OSAN

0

30

20

0

50

OPSD/OFSD

100

0

25

0

125

100

310

86

0

496

2017

2017

Farm level irrigation improvement **

Other Non-Sovereign Operation

Sub-Total 2017 – 5 LOANS

Grants 2017
2017

Phase II: River Nile navigation project ***

OITC

-

-

-

1.2

1.2

2017

Update of actuarial study for health insurance payment***

OSHD

-

-

-

0.16

0.16

Sub-Total 2017 – 2 GRANTS

0

0

0

1.36

Economic and Sector Work 2017
2017

GoE needs assessment and dialogue with the GoE on-going based on the approval of the PBO (2015) and finding support niche

1.36

Year

Name

ADB
PUBLIC
(UA mill)

ADB
PRIVATE

Sector

AGTF
(UA mill)

Other
TFs

TOTAL
(UA
mill)

Loans 2018
2018

Energy Transmission Line

ONEC

0

100

25

0

125

OSHD

0

40

0

0

40

OWAS

0

80

30

0

110

OWAS

0

40

30

0

70

100

0

25

0

125

100

260

110

0

470

Support to Employment Generation **
2018

2018

2018
2018

Sustainable Sanitation technology for rural and urban areas ***

Zefta Barrage **
Non Sovereign

Sub-Total 2018 – 5 LOANS

OPSD/OFSD

Readiness of Operations: *Ready; ** Almost ready as studies done; *** Not ready

Cofinancing

Annex 9: Country Financing Parameters
Summary
This note outlines the country financing parameters (CFPs) for Egypt based on the Bank’s new
policy on expenditure eligibility. The new policy allows the Bank to finance expenditures
needed to meet the development objectives of operations financed by its resources. This new
policy was formulated within a framework that addresses risks to fiscal sustainability in order
to ensure that the Bank’s resources are utilized appropriately and in ways consistent with its
Articles of Agreement. In addition, the policy provides further flexibility in utilization of loans
and grants to finance expenditures.
With the political roadmap almost finalized and significant reform efforts (energy
subsidies, increase in taxes, reform of civil service, better targeting of social safety nets)
initiated starting in 2014, signs of improvements are gaining momentum. Growth has been
steadily picking up throughout FY 2014/2015 and is expected to reach 4.2% in 2014/2015 and
projected at 4.3% in FY 2015/2016; however this growth is not sufficient to reduce poverty and
absorb the growing population. Meanwhile, the fiscal deficit grew from 8.1% of GDP in FY
2010/2011 to 12.2% in FY 2013/2014 and is projected at 9.4% in FY 2015/2016. The total
government debt rose by 16 percentage points to reach LE 1,907.6 billion or 95.5% of GDP at
end of June 2014, compared to LE 1,644 billion or 93.6% of GDP at end of June 2013. On the
external Sector side, BOP showed an overall deficit of USD 1.0 billion (-0.3% of GDP) during
the period July-March 2014/15, compared to an overall surplus of USD 2.2 billion (0.8% of
GDP) during the same period last year.
The Bank’s on-going portfolio in Egypt comprises 30 operations with a total commitment
of UA 1.26 billion in the core areas of power (78.83%), transport (7.6%), social (3.77%), water
and sanitation (3.7%), agriculture and irrigation (3.36%), multi-sector (2.54%), finance and
SMEs (0.2%). 87% of the portfolio is composed of public sector loans (8 operations), 11.5%
of private sector operations (1 operation) and 1.5% of technical assistance grants (21). The
Country Fiduciary Risk Assessment was carried out in 2015 and the Bank will work with the
Government through TA and PBOs to address some of the weaknesses.
The following parameters have been retained under the CFP:
Cost Sharing
Given the urgent need to meet the demands of the population for inclusive growth and to
accelerate structural reforms already initiated, the Government’s budget is likely to be under
increasing constraints. This suggests that the GoE’s ability to provide the same level of
counterpart funding as in the past will be limited. Therefore, the Bank’s financing of project
cost will be maintained at a max of 40% as long as the balance of funding is covered by the
Government and other donors, with the GoE financing at least a minimum of 10% of the total
project cost.
Recurrent Cost Financing
The Bank will not finance any recurring expenses as this is being so far managed well through
Government financing. The Government of Egypt prefers not to borrow funds to pay for staffing
or capacity building costs under loans but will continue to seek grant support to finance such
activities for strategic interventions.

Local Cost Financing
The Bank has traditionally financed foreign exchange costs but all disbursements are made in
foreign currency. Given the high fiscal deficit and availability of large construction firms and
use of loan savings under Suez project, there should be no limits on local cost financing and the
actual amounts should be decided project by project.
Taxes and Duties
Under the previous projects approved before 2010 and the ones approved in 2015, the Bank did
not finance any taxes and duties. The GoE is keen to increase tax revenues as one of the key
measures to help address the fiscal deficit along with expenditure management. Tax revenues
in FY2015/2016 registered a 33% increase than what was expected in FY2014/2015. The most
important tax reforms expected in FY2015/2016 include a shift to the VAT system which should
yield extra revenues worth 1% of GDP. There are no discriminatory taxes for Bank financed
projects. The Bank will continue to not finance taxes and import duties.
To summarize, the proposed CFP for projects funded under this CFP are:
Item

Parameter

Explanation/Remarks

Cost Sharing. Limit on the proportion of
individual projects that the bank may finance

40%

The actual Bank financing share would be
determined during the preparation of each new
project and is likely not to exceed 40% of total
costs (with the premise that the balance is GoE
contribution of a minimum 10% and balance
from donor funding)

Recurrent cost financing. Limits if any, to the
overall amount recurrent expenditures that the
bank may finance

0%

The Bank does not finance recurrent costs in
terms of salaries of civil servants or training
under loans but will continue to provide grant
support for such activities in parallel to loans.

Local cost financing. Are the requirements for
Bank financing of local expenditures met,
namely: (i) financing requirements for the
country’s development program would exceed
the public sector’s own resources ( e.g., from
taxation and other revenues) and expected
domestic borrowing; and (ii) the financing of
foreign expenditures alone would enable the
Bank to assist in the financing of individual
projects.

Yes

The requirements for local cost financing are
met. The Bank may finance local costs as
needed to achieve individual project objectives.

Taxes and duties. Are there any taxes and duties
that the Bank would not finance

Yes

There are no unreasonable taxes and duties and
with the current level of Government
contribution, the Government is not likely to
borrow money to pay for duties. Thus Bank
will not finance any taxes or duties.

Annex 10: Summary of the Country Fiduciary Risk Assessment (CFRA) – July 2015
Main findings
The Country Fiduciary Risk Assessment covers the main PFM systems components of the Government of
Egypt, namely Budget planning and execution, Treasury management, Accounting Recording and
Reporting, Internal Control, External Audit, Procurement and Governance. In assessing the fiduciary risk,
the team reviewed recent analytical and diagnostic documents. Given that the last Public Expenditure and
Financial Accountability (PEFA) Assessment was performed in 2009; some of its findings were confirmed
or updated during the CSP mission held in May 2015. The team also benefited from the insights and findings
of meetings with Egyptian authorities and staff from the Ministry of Finance (MOF), Ministry of Planning
and Administrative Reforms (MOPAR), the General Authority for Government Services (GAGS), the
Administrative Control Authority (ACA), and the Accountability State Authority (ASA) that acts as the
supreme audit institution (SAI) as well as selected development partners. This is in line with the Bank’s
recently approved user guide on Country Fiduciary Risk Assessment. A full and detailed version of this
summarized CFRA report is also available.
Capacities for formulating, executing and controlling annual budgets are in place and the publication of the
citizen budget for fiscal year 2014-2015, is a positive initiative. Some improvements are still required such
as (i) accelerating the reform on the medium-term and programmatic budgeting; (ii) approval of budget
laws and annual audited final accounts by a Parliament instead of by the Head of the State as soon as the
Parliament is in place; (iii) introducing recurrent and capital ceilings in the budget circular to spending
agencies for a better alignment to strategic objectives; The treasury single account (TSA) procedures are
being revised. The Ministry of Finance should extend TSA coverage and reduce or eventually eliminate the
various bank accounts. The accounting recording on cash basis and reporting in place are manually
maintaining by most of the accounting units throughout the country. To that end, the implementation of the
main and important PFM reform that is the Government Financial Management Information Systems
(GFMIS) is underway but remains slow; two charts of accounts are used in parallel, one for budget
preparation and the second for recording actual transactions. A separate e-payment system is functioning
in a substantial number of Accounting Units; however, facility for making E-Payment is only available for
payments of salaries.
The Law relating to accounting and reporting needs to be updated in the view of gradually adopting accrual
basis accounting and compliance with IPSAS. The internal control arrangements (segregation of duties, exante control and supervision from the Financial Controller etc.) are set-up inside the Accounting Units for
execution and accounting of the public expenditures; but the absence of an internal audit function for expost control is noticeable. With regard to the external audit duties and activities, the ASA as the Supreme
Audit Institution of Egypt conducts financial, compliance and performance audits of all the entities using
public resources. The ASA audit reports are not published, as the legal framework has not yet been updated.
The confidentiality of the audit reports and therefore their limited impact combined with the current absence
of parliament constitute a significant limitation to the external oversight of budget execution.
With regard to procurement, it has been observed that law and its ER provide sound and good procurement
principles but the broadness nature of the Regulation as well as absence of key implementation documents
(including Standard bidding document) don’t help for predictability and constitute potential source for

inconsistent decisions and lack of transparency. Government ongoing efforts to improve the current
procurement Law and its Regulation through an in-depth revision, that will also address the issue of
fragmented aspects of the current framework, have been noted. The current procurement legal framework
is competition oriented with only competitive procurement methods foreseen. Improvement is however
needed to: (a) clarify circumstance under which some methods are to be used25; and (b) to provide safeguard
implementation measure to others in order to ensure transparency and avoid any unhealthy practices. While
an efficient and effective procurement process control has been noticed, progress are awaiting on: (a) the
quality of contract post review performed; and (b) the complaints mechanism in order to help increasing
private sector confidence in the system.
There are at least twelve anti-corruption authorities in Egypt and the GoE has in place an anti-corruption
strategy serving as a roadmap for the authorities on anti-corruption issues. It was adopted on December 9th,
2014 and covers the period 2014-2018. The country has a national committee for anti-corruption under the
office of the Prime Minister. There is a draft code of conduct in place as well as a whistleblower mechanism,
but these are yet to be adopted. A conflict of interest law was adopted in November 2014, but it falls short
of international standards and the GoE is currently working with the UNODC to improve it. These efforts
have actually led to a slight improvement with respect to control of corruption on the WB governance
indicators and Transparency International Corruption Perception Index whereby Egypt’s ranking improved
from the 118th position in 2012 to 114th and 94th positions (out of 175 countries) in 2013 and 2014,
respectively. Yet, despite this progress, there is room for improvement, including on the transparency of
government operations and budget making and strengthening of official mechanisms for investigating and
punishing corrupt behavior.
Based on the above, the overall fiduciary risk for Egypt is assessed “Substantial”. The detailed Fiduciary
risk presented by component26 is available in the fiduciary risk table below supporting this CFRA.
Bank fiduciary Strategy in Egypt
Level of recommended use of Country Public Financial Management System
In line with the Bank’s commitment to operationalize the objectives of the Paris Declaration, the use of the
core country systems for the implementation of the Bank’s aid initiatives, was discussed based on this PFM
assessment, perceived governance and corruption level, the Bank guidelines and risk appetite. It emerged
from this review that there is an overall substantial residual fiduciary risk. Some sub-systems present a
moderate risk, namely budget preparation, ex-ante controls over expenditures and external audit. The Bank
will be using the said sub-systems in the implementation of its aid initiatives subject to the authorised access
to the audit reports of the ASA for Bank-financed operations and implementation progress of PFM reforms.
The Bank will continue its support to the PFM reforms while designing measures and arrangements to
mitigate the residual risks for its projects and programs. The approach may, nevertheless, be adapted to the
specificities of each operation and revised during the period of the present CSP if need be.

Including sole source, which is missing
CFAR components are : (i) Budget planning and execution; (ii) Treasury management; (iii) Accounting Recording
and Reporting; (iv) Internal Control; (v) External Audit; (vi) Procurement; and (vii) Governance
25
26

Budget support using the entire public spending system will be acceptable to the Bank subject to the
following aspects:
 Upcoming annual budget laws voted and annual audited final accounts validated by a parliament;
 Satisfactory arrangement with the ASA to have access to its audit reports on the government annual
final accounts and to include audit of Bank financed operations in its work program;
 Government commitment for continuous progress in the implementation of PFM reforms.
The Bank would request audits of flow of funds and/or of the performance of programs. Yet, the Bank will
aim to support reform efforts by providing technical assistance support to key entities involved in the
process and by proposing appropriate PFM reforms as part of the measures matrix for the proposed budget
support operations.
Investment project and programs will partially use existing public system implementation procedures and
control arrangements. Accordingly, besides the Bank operations anchored in public Institutions, the
systematic inclusion of Bank financing in the State Budget and use of budget preparation procedures,
preference will be given to the use of existing resources and capacity in public entities. Commitments,
disbursements, payments and their authorizations will be made in compliance with country ex-ante controls
on public expenditures. Since the government accounting and reporting is still largely manual and using
cash-basis of accounting, separate accounting will be required from projects in order to have accounts by
financing source, and components, as well as the necessary information on commitments and fixed assets
records. For investment operations external audit, recruitment of private external auditors will remain
privileged.
Where the projects are implemented by autonomous executing agencies that already have a legal or
statutory auditor for the entity, it will be preferable to retain the same auditor for project accounts, if the
latter is acceptable to the Bank. For autonomous executing agencies, the audit report of the said agency will
be requested in addition to the audit report of the project. Specific reinforcement will be made on treasury,
internal audit and financial information. Furthermore, the appraisal mission of each Bank’s operation will
include proposed and appropriate measures to mitigate specific fiduciary risks identified and parallel
financial management arrangements if necessary.
Level of recommended use of Country Procurement System
Since the end of year 2014 and building up on the new context following the revolution, the Government
has decided and launched, an ongoing consultation involving all the main users (including the private
sector) of procurement system. The objectives are to: (i) receive feedback from practitioners on
improvement needs;(ii) bring in good and innovative practice; (iii) allow the electronic bid submission; (iv)
modernize the complaint mechanism to improve private sector confidence etc. The above-mentioned
initiatives should end with a proposal of a new procurement legal framework more modern, transparent and
close to international good practices.
Even though there are major improvement expected, considering the fact that the procurement system is
based on sound and good principles with a positive trend of improvement observed through a reform
initiatives under preparation, the Bank strategy for PBO (if others prerequisite conditions for PBO are met)
will be to rely on the current country procurement system and use the opportunity to build on the positive

dynamic in place to push on reform agenda in general and the procurement law revision in particular to
address issues raised in the procurement paragraph of the CFRA. With regard to Investment projects, in the
context of greater use of country procurement system, the country procurement system to be appraised over
the CSP period through the Bank customized MAPS tool recently designed to explore its use27 in upcoming
projects.
Bank support to PFM and Procurement reforms
The Bank will maintain active dialogue with the Egyptian authorities and work closely with other DPs to
ensure that appropriate coverage of PFM and procurement reforms is maintained. The Bank’s efforts will
particularly continue to work with the Government to: (i) accelerate the PFM reform Agenda, and (ii)
encourage the set up of the creation of a PFM Coordination Committee to perform effective monitoring of
implementation progress and (iii) provide technical advice and comments on the draft revised procurement
law. The Bank will also aim to provide technical assistance in implementing some activities retained in the
country PFM strategy and Action Plan including any procurement relevant initiative to strengthen the
system.
The Bank support will focus on the following areas:
 Enhancing corporate governance of public enterprises, especially that a number of Bank investment
projects are implemented by Egyptian public enterprises. The Bank would take action through the
effective enforcement of the existing Code of Corporate Governance for Public Enterprises,
specifically (i) the establishment and operation of properly composed Audit Committees; (ii) applying
international accounting standards consistently across all companies; (iii) strengthening the internal
audit function; and (iv) publishing their external audit reports.
 Supporting the set-up of an internal Audit Function in the line ministries based on international
standards and good practices.
 Supporting the structural reforms and capacity building of the ASA to ensure its independence and
transparency
 Supporting to scaling up the ongoing e-procurement agenda in order to move toward the electronic
bid submission
 Assisting the government in implementing its Anti-Corruption strategy in close collaboration with
UNODC and other development partners.
Fiduciary support to Performance Management of Country Portfolio and individual operations:





Providing technical assistance to the portfolio management and to the Bank’s individual operations to
resolve respectively generic and specific fiduciary issues;
Assisting the implementation entities of Bank’s operations in submitting audited financial statements
in conformity to the Bank’s requirements;
Organizing on a yearly basis for ADB projects, targeted fiduciary clinic for all project teams covering
the thematic of procurement, financial reporting and auditing ;
Taking initiatives to put in place fiduciary harmonized arrangements for the Bank’s operations cofinanced by the other Partners.

27 Within the limits prescribed in the Bank procurement policy

Elements

1. Budget
1.1 The Budget sub-system capacity is adequate
to plan (formulate) budgets for programs
and/or projects
1.2 The Budget sub-system capacity is adequate
to execute budgetary control of programs
and/or projects

2. Treasury
2.1 The Treasury sub-system capacity is
adequate to manage the inflow of resources
and disbursements of aid funds.
2.2 The Treasury Single Account (TSA) is an
appropriate and reliable way to administer aid
funds

Average
DC Score/
Initial RA

2/M

1.45/S

0.87/S

1.29/S

Risks

Mitigation measures

- Slow roll-out of the program-based budgeting
- limited linkage between the medium-term
perspective and the budget planning cycle
- Absence of ceilings in the budget circular to
guide the spending entities in preparing their
budgets
- Current absence of parliamentary oversight of
the budget preparation and execution
- Budget execution chain largely manual and
slow implementation of GFMIS system

- Policy-based budgeting: 9 ministries have been
requested to prepare, on a pilot basis, a program
budget in parallel to their traditional budget
submissions for FY 2015/2016.
- Budget Planning: The MoF issued for the first
time in March 2015 a Pre-Budget Statement
providing the key revenues and expenditures
policies for the fiscal year 2015/2016.
- A large reform program on the budget execution
cycle was initiated in 2006 and it included the
use of the Oracle Financials system as the
GFMIS, developing a TSA structure, and
setting-up of an e-payment system.
- The IMF proposed in 2012 a PFM reform
agenda and action plan addressing most of the
key weaknesses in the budget preparation and
execution cycle. A WB mission has proposed
and updated action plan in 2015.
Reforming the current TSA and improving
government cash management systems remained a
priority during the transition period:

- Multiplicity of bank accounts under the TSA
including a large number of inactive accounts
and accounts outside the direct control of
MoF, which is weakening the reconciliation
process of bank accounts;
- Poor coverage of expenditures paid through
the e-payment system (only salaries) and
absence of integration between GFMIS and epayment system.

- The basic TSA is now implemented (all public
bank accounts are now open at the central Bank
of Egypt).
- Cash Management Unit was set-up
- Automation of the payment system using EPayment is in progress
It is important at this stage to sustain reform efforts
by extending the TSA coverage and reducing or
eventually eliminating the number of bank
accounts used by AUs.

Residual
RA

M

S

S

S

Elements

3. Accounting Recording and Reporting
3.1 The Financial Accounting sub-system is
sound and capacity is adequate to record
programme and/or project transactions and
account for their progress and financial
status.
3.2 Financial Management information systems
have flexibility to accommodate specific
reporting requirements of programmes and
projects and have procedures in place to
ensure timeliness and quality of information
produced.
3.3 The Financial Accounting sub-system has an
integrated Fixed Assets module for the proper
recording and control of assets purchased
with programme / project funds.
3.4 The Accounting sub-system maintains up to
date records of the country’s borrowings.
3.5 The Accounting systems are secure against
deliberate manipulation of data and/or
accidental loss of or corruption of data.

Average
DC Score/
Initial RA

1.37/S

1/S

Risks

Mitigation measures

- slow implementation of the GFMIS and the
reliance on a largely manual system for
accounting and reporting
- the unavailability of information on accounts
receivable and accounts payable due to the
cash-basis of accounting
- co-existence of two charts of accounts: the
first (COA n°2) is used for budget preparation
purposes at the BE level. The second (COA
n°3) is used for recording actual transactions
at the AU level.

- The GFMIS has been implemented across 60
Budget Entities (BE), out of the existing 650
ones and 400 AUs out of 2,600. Within the
majority of BEs and AUs where implementation
has taken place, usage of GFMIS is only limited
to the General Ledger Module with the exclusion
of Accounts payable, Accounts Receivable,
Fixed Assets and Payroll modules. For now, the
manual system of recording remains the primary
system of bookkeeping, accounting and
reporting.
- A greater ownership of the GFMIS
implementation project seems to take place
within the MoF. A GFMIS Working Group has
been established at the MoF level comprising
representatives from key sectors (Budget, Final
Accounts, etc.) and reporting directly to the
Deputy Minister of Finance. This positive
development will provide basis to move forward
with the GFMIS necessary rollout.

1.2/S

1.67M

1/S
4. Internal Control
4.1 The Internal Control sub-system capacity is
adequate to control the financial operations of
programs and projects.
4.2 Competition, value for money and controls in
procurement are adequate.
4.3 The Internal Audit function capacity is
adequate.

1.5/S
1.3S
0.66/H

Residual
RA

S

S

S

M

S
- the lack of satisfactory controls around
processing of payroll payments to ensure that
only legitimate employees are being paid,
- the complex and lengthy internal controls
around non-salary expenditures,
- the corporate governance of public enterprises
- the absence of an internal audit function.

- The implementation of the GFMIS payroll
module and its integration into the e-payment
system could strengthen the control environment
around payroll if used at its full potential.
However, its rollout has just started with a very
limited coverage so far. Presently, it is operating
at two sites only (Ministers office and General
Secretariat) at the MoF without using all
available functionalities.
- As to non-salary expenditures, the MoF issued
in 2014 a manual of implementation of the exante controls with the objective of simplifying
the control procedures (reduction of the number
of controls and procedures).

M
S
H

Elements

Average
DC Score/
Initial RA

Risks

Mitigation measures

Residual
RA

- For internal control and internal audit, the
IMF/WB proposed FM action plan includes
assistance for a full review of the ex-ante
financial controls and the set-up of an internal
audit function at MoF.
5. External Scrutiny and Audit
5.1 The SAI has the level of “independence”
needed to enable it to fulfill effectively its
functions.
5.2 The SAI has the capacity to meet its audit
mandate

6.

Procurement

1/S
1.3/S

S

- the non-compliance with INTOSAI standards
on
independence,
transparency
and
accountability (including absence
of
publication of ASA audit reports)
- the current absence of parliament oversight.

- The 2014 Constitution states that the ASA shall
be technically, financially and administratively
independent and it explicitly requires making
public its annual audit reports. In this context,
the ASA has drafted a revised law to be
submitted to the new parliament, once elected.
- Meanwhile, it appears that specific requests can
be made to the President or the Prime Minister
to authorize the Bank receiving the ASA audit
reports and to include audit of Bank financed
operations in the work program of the ASA. This
mitigation measure, if accepted by the Egyptian
authorities, could be used as the audit
arrangement specifically for budget support
operations and investment projects financed by
the Bank.

-

M

M

M

(Overall)

(Overall)

Pillar 1 : Legislative and regulatory Framework
6.1. OECD/MAPS Indicator 1 : The Public
procurement legislative and regulatory
framework achieves the agreed standards and
complies with applicable obligation

S

The framework (FW) is too fragmented, lacks
details of implementation, gives too much
room of discretion and doesn’t ensure
predictability

Complete the government ongoing initiative in
order to revised the procurement law and
Streamline the legal FW to reduce the number of
texts while providing in the ERs clear instructions
for implementation

All Procurement methods are not described
unambiguously and conditions under which to
be used are not clarified , notably for “Practice

ERs should be improved to
implementation details and safeguards

provide

M

Elements

Average
DC Score/
Initial RA

Risks

method” which lacks safeguard measures to
avoid collusion and ensure transparency
Sole Source method is not included. Decision
to use it is depending on the PM approval,
which impacts efficiency expected from this
method.
There are barriers to participation of foreign
bidders, including mandatory Joint venture
lead by national.
There is no provision dealing with state
owned enterprises to ensure fair competition
There is no specific procurement methods for
consulting services

6.2. OECD/MAPS Indicator 2 : Existence of
implementation regulations and Documentation

Overall Risk For OECD/DAC Pillar 1

S

S

Pillar 3 : Procurement Operation and Market practices

Mitigation measures

Residual
RA

Include the sole source method and describe
circumstances where and how it should be used.
Clear the legal FW of barriers to participation

Study measures to ensure fair competition
Elaborate specific provisions for selection of
consultants

Modification of Bid content allowed after
deadline
Possibility to award contract to bidder with
inappropriate
or
non-compliant
implementation timeframe
There is no standard Bidding documents

Revise such provisions

There is no General Condition of contract but
some key mandatory clauses specified in
MOF circular 14/2004 are to be included in
each Goods and works contract. However,
Clause 7 (Supply of Goods) form is too
unbalanced.

Revise such provisions

Revise such provisions

Specific standard bidding documents should be
elaborated under the GAGS responsibility and to
be used nationwide to ensure consistency across
public service. They should be posted on the
GAGS website.

M

M

Elements

6.3. OECD/MAPS Indicator 8 : Existence of
contract administration and dispute resolution

Overall Risk For OECD/DAC Pillar 3

Average
DC Score/
Initial RA
S

Risks

Alternative Dispute Resolution (ADR)
provision such as Arbitration is an option (and
not mandatory). And conditioned to the
approval of competent Authority.
The country arbitration law include provision
making decision unenforceable under certain
conditions

Mitigation measures

Include mandatory recourse to ADR in the Law
and SBDs

Residual
RA

M

Reduce the cases of opposition to enforceability of
arbitration awards

S

M

Pillar 4 : Integrity and Transparency of the public procurement system
6.4. OECD/MAPS Indicator 9 : The country
has effective control and audit system

M

Weak GAGS institutional post review capacity

Strengthen GAGS procurement audit capacity and
establish uniform approach and methodology to
follow as well as substance and reporting format.

L

6.5. OECD/MAPS Indicator 10 : Efficiency of
Appeals mechanism

H

The complaint mechanism body is not
independent, has no authority for decision and
the outcome of the review is not enforceable.

Design mechanism that gives the complaint body
independence of decision authority and
enforceability

M

6.6 OECD/MAPS Indicator 12 : The county has
ethics and anticorruption measure in place

H

The legal and regulatory framework does not
provide clear definition for misconducts (such as
fraud, corruption, conflict of interest, etc.) which
makes application of sanctions challenging.

Amend legal and regulatory FW to provide such
definitions

M

The legal/regulatory framework has general
anti-corruption and fraud provisions but does not
detail the individual responsibility and
consequences, which are left to general relevant
legislation such as civil servant and penal laws.

Include cross reference to other relevant legislation
dealing with sanctions

Overall Risk For OECD/DAC Pillar 4

S

M

Risk assessment: Below 0.75 = High Risk (H); Between 0.76-1.50 = Substantial Risk (S); Between 1.51-2.50 = Moderate Risk (M); Above 2.51=Low Risk (L). Residual risk: risk
considering the mitigation measures.
Low (L): Risk implies a situation where the structure of PFM broadly reflects good international practice and there is routine compliance with the majority of controls within the
system. Moderate (M): Risk implies a situation where the structure of the PFM system broadly reflects good international practice, although there may be some gaps or inefficiencies.
There is basic compliance with controls within the system and although regular exceptions occur, these are not financially significant. Substantial (S): Risk implies a situation where
the structure of the PFM system falls short of good international practice in a number of areas and/or there are numerous and/or material weaknesses in compliance with many
controls within the system. High (H): Risk implies a situation where the structure of PFM system shows a significant divergence from good international practice and/or there is
widespread lack of compliance with many of the controls within the system. Inefficiencies and leakage from the system may be financially significant.

Annex 11: Result Measurement Framework
Pillar 1: Infrastructure (for private sector competitiveness and sustainable and inclusive growth
Alignment with the
AfDB’s Strategy
Alignment
with
Government
Objectives, plans,
policies…

CSP Outcomes



LTS:
o Infrastructure development : transport, energy and water
o Private sector development
Objective 1: Achieve high and well diversified growth that Objective 2: Enhance social Justice and Inclusiveness
creates jobs and higher value added
Source: SDS and MFS

Source: SDS and MFS

Outcome 1.1: Improved reliability and diversification of
energy services (with emphasis on green growth and
enhanced private sector participation).

Indicators for Outcome 1.1
 Reduction in the number and duration of power outages
 Increase in commissioned private-sector owned RE projects (from 0 in FY 2014)
to 1,500 MW of RE projects commissioned (end of FY 2018)
Indicators for Outcome 1.2
 Number of people with access to improved sanitation facilities in selected
project areas in Upper Egypt (number of people)
 Number of farmers with access to improved irrigation infrastructure in selected
project areas (number of farmers)
 Number of youth (small scale investment), and number of women mainstreamed
in agriculture and agribusiness.

Outcome 1.2: Improved access to and efficiency of key
agriculture, agribusiness, water management, and water
supply and sanitation infrastructure (with emphasis on
green growth, inclusive growth, and food security).
Enabling Youth and gender mainstreaming in agriculture
is of the highest priority.
Output 1.1.1: Stimulus reforms and improvements in
energy efficiencies

CSP Outputs

Output 1.2.1: Improved food security, agribusiness
investment (youth), water use efficiency, environmental
sustainability, inter-sectoral and interregional water
allocation operational performance

Indicators for Output 1.1.1
 Decrease in the market share of the Egyptian Electricity Holding Company (by
MW of capacity), from >92% in FY2015 to 85% in FY2018.
 Notification and operationalization of supply code and market rules by FY2018.
 Increase in operating reserves, from 11% in FY2014 to 30% in FY2018.
 Number of new PPP agreements signed in RE sector
Indicators for Output 1.2.1
 New and improved land irrigated as a result of project intervention (acres)
 Integrated Irrigation improvements for water management and agriculture
purposes (m3)Improved crop production in selected project areas (tonnage per
annum)
 Climate resilient interventions developed or extended as a result of project
interventions in agriculture (number)



Output 1.2.2: Improved water and sanitation facilities in
urban and rural areas

Improved agribusiness investment with enabling
mainstreaming (young farmers/agribusiness investor)

youth

and

gender

Indicators for Output 1.2.2
 % Households in villages / towns in Upper Egypt connected to sewage facilities
(baseline of 3.9%)
 Reduction in level of pollutants being discharged into the River Nile and canals
(number: pollutants per cubic cm reduced)
 New collective associations formed in villages / towns in Upper Egypt (number
of associations)

Pillar 2 : Governance (for enhanced transparency, efficiency, fairness, and increased private sector participation

Alignment with the
AfDB’s Strategy
Alignment
Government
Objectives

CSP Outcomes

with

LTS

o Governance and accountability
o Private sector development
o Skills and technology
Objective 1: Achieve high and well diversified growth that
creates jobs and higher value added
Source: SDS and MFS
Outcome 2.1: Improved efficiency, transparency and
accountability of public resources management and the
business environment.

Objective 2: Enhance social Justice and Inclusiveness

Source: SDS and MFS
Indicators for Outcome 2.1
 Increase in non-sovereign personal and corporate income tax income tax as
%of GDP from 3% in FY2015 to 3.3% in FY2018.
 Increase of the taxes on goods and services as % of GDP from 2.7% in
FY2015 to 3.8 % in FY2018.
 Reduction of the size of the Government’s wages and salaries bill relative to
nominal GDP, from 8.1%. in FY14 to 7.8 % in FY16, and further to 7.2 % of
GDP by FY19
 Improvement in the ranking of Egypt in the Open Budget Index from 16 out of
100 points in 2014 to 35 out of 100 by FY 2018.
 A separate gas transmission tariff, market rules, and approval procedures are
available on a dedicated web portal and operationalized by 2018.
 Reduction of energy subsidies as proportion of GDP from 6.6% in FY2014 to
3.3% in FY2016. Target for FY2018 to be confirmed during subsequent
DPFs.
 Increase in the average electricity tariff from 0.226 EGP/kWh in FY2014: to
0.451 EGP/kWh in FY2018.









Outcome 2.2: Strengthened economic, spatial and social
inclusion and enhanced skills development for the youth,

Output 2.1.1: Stronger public financial management
environment in sector Ministries and enhanced corporate
governance in public enterprises

CSP Outputs

Output 2.1.2: Improvements in doing business

Number of one-stop-shops with licensing facilitation systems that are
operational increases from zero in FY2015 to 4 in FY2017.
Number of new registrations of security interests recorded in the secured
rights registry increases from zero in FY2015 to 10’000 in FY2017
Reduction in compliance costs by 30% between FY2015 and FY2017.
Average number of days to comply with industrial licensing process (days to
obtain operating license) is reduced from 320 days in FY2015 to 160 days in
FY2017.
Number of firms that benefit from reformed licensing requirements reached
2400 by FY2017.

Indicators for Outcome 2.2
 % of Egypt’s poor in rural Upper Egypt (baseline of 50%)
 Decreased unemployment rates (number of unemployed) particularly of youth
 Improved delivery of social services, particularly for the poor and vulnerable
(number: average food consumption rises and number of accounts to access
funds)
 % of jobs in formal private sector in rural Upper Egypt (baseline of 7.4%)
 Number of studies on spatial inclusion in are of urban transport
 Increase in women’s access to finance
Indicators for Output 2.1.1






Approval of medium-term public debt strategy by Ministry of Finance

Cabinet approval of VAT
Ministerial decree to set up Internal Audit function in Ministry of Finance
Inclusion of audit of Bank financed operations in the work program of the
ASA
Indicators for Output 2.1.2
 Enactment of executive regulation on secured transaction law
 Pilot extension of GAFI’s licensing offices
 Publication of inventory of available investment incentives and all licenses and
permits procedures
 Launch of electronic Registry for Security rights
 Amendments passed by Parliament to implement industrial licensing reform
action plan

Output 2.2.2: Targeted operational social protection
programs for poor and vulnerable

Output 2.2.3: Enhanced skills development in key
emerging sectors

Indicators for Output 2.2.2
 Improved coverage of social cash transfers with focus on women (number of
women being supported)
 Increase in no of beneficiaries covered by improved and consolidated health
insurance for the poor (number of beneficiaries reached)
 No of policies/regulations to strengthen institutions working on social
protection
Indicators for Output 2.2.3
 No. of youth trained in key emerging sectors and working (% of women)
 No of programs developed to support entrepreneurship development, with
focus on green growth
 Study on key emerging sectors for youth employment

Annex 12: 2016-18 Lending Scenarios for Egypt
The Bank’s portfolio has a high concentration towards North Africa, with Egypt alone representing 10%
of the Bank’s total outstanding portfolio (sovereign and non-sovereign exposures) as of June 30th, 2015.
Since 2011, Egypt suffered from several downgrades of its sovereign credit rating which has compounded
the concentration risk issue. As a result, changes in the risk situation significantly influence the level and
type of operation that the Bank could implement in Egypt. Similarly, trends in regional and national risks
influence the level and type of Bank operations, with investment projects being preferred to budget support
operations in this respect.
The Bank, as a valued development partner, is seeking to complement resources being made available by
other development partners to support Egypt’s economy recovery and development plans, whilst ensuring
the Bank’s credit and financial standing are not impaired. In this respect, The Bank has been working on
a proposal for an Exposure Exchange Agreement with other MDBs to reduce its North African
concentration. Through this swap, the Bank will be exchanging some of its North African assets against
assets held by other MDBs for which it has no concentration risk.
In this connection, four (4) simulations have been devised to introduce various possible levels of
commitment to Egypt depending on the distribution of the lending between public and private operations,
and the implementation of the Exposure Exchange Agreement (EEA), as follow:





Simulation 1: UA 300 million lending amount each year for the
following distribution: 75% Public vs 25% Private (100% FIs)
Simulation 2: UA 300 million lending amount each year for the
following distribution: 75% Public vs 25% Private (100% corporate)
Simulation 3: UA 200 million lending amount each year for the
following distribution: 75% Public vs 25% Private (100% FIs)
Simulation 4: UA 200 million lending amount each year for the
following distribution: 75% Public vs 25% Private (100% corporate).

period 2016-2018 with the
period 2016-2018 with the
period 2016-2018 with the
period 2016-2018 with the

Assumptions and inputs used for these simulations are: (i) the Bank’s portfolio estimated at Q1 2015, (ii)
the speed of disbursement is in line with the Bank’s Financial projections model; (iii) there is no significant
change in the composition of the bank’s treasury portfolio; (iv) the Bank’s total risk capital is assumed to
be increased annually by UA 280 million resulting from the General Capital Increase-VI subscriptions.
The simulations described above showed that, without the EEA, an annual lending range of UA 200-300
million to Egypt for 2016 and 2017 is feasible, while UA 300 million lending program for 2018 may
compromise the Bank’s credit and financial standing. With the EEA, a UA 360 million lending program
for Egypt may be possible until 2018. In terms of distributions, performed simulation indicate that private
sector loan approvals - financial institution exposure in particular- (25%-50% of total annual lending)
would create higher headroom as compared to sovereign exposure.
Based on the above conclusions, three (3) scenarios has been devised to introduce various possible levels
of lending being: (i) low scenario: UA 100-200 million; (ii) median scenario: UA 200-300 million; (iii)
high scenario: UA 300-360 million. These scenarios would depend on: the EEA implementation; (ii) rating
upgrades for Egypt; (iii) rating migration in the Bank’s Portfolio, and (iv) changes in IOPs of the rest of
Africa.

Scenario

Maximum Annual Lending
in UA million

Low

100-200

Median

200-300

High

300-360

Triggers

 Decrease in IOPs of the rest of Africa
 Fast disbursement (i.e. budget support operation)
 Rating upgrade for Egypt
 Rating migration in the Bank’s Portfolio
 Implementation of the EEA

