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f Introduction:

Since 2014, the Egyptian government has
embarked on a new ‘economic reform’ program'’
that targeted an overall monetary adjustment
in face of the increasing levels of internal and
external debts. This included the alleviation of
energy subsidies, floating the Egyptian pound
and decreasing the overall social spending
among other procedures.? In essence, however,
all of these new arrangements were part of the
neoliberalization process that the Egyptian society
witnessed, according to which neoliberalism
became the main policy framework. Here,
neoliberalization refers to the implementation of
a neoliberal agenda consisting of socio-economic
policies that aims for facilitating the capital
accumulation process through encouraging the
growth of the private sector, deregulation and
financialization while decreasing the state’s social
spending.®* As a result, this growing orientation
towards neoliberalization has been associated not
only with a total disregard to the negative socio-
economic ramification of neoliberal policies for
the majority of the population, but also with a
growing attention towards supporting the private
sector and facilitating its expansion.

Indeed, within the current context, the private
sector is being categorized as the lever of
development. This catering for the private
sectors expansion is reflected in the official
discourse and national planning as can be seen
for instance in Egypt vision 2030. The latter is a
sustainable development plan launched by the
state in 2016 with a framework built on concepts
such as social justice and inclusive development.
Among the plan's main strategic targets are goals
like decreasing the poverty and unemployment
rates as well as increasing the private sector's
contribution to the gross domestic product (GDP)
and attracting a higher influx of foreign direct
investments (FDIs).* In a word, the plan seems
to be advocating for the interests of private
investors, without actually delving into the socio-
economic ramifications of such interests. These
interests include the low cost of labour in Egypt,
which has been used to attract foreign investors,

without any consideration into the working and
living conditions of Egyptian labour.?

In this light, the aim of this report is to survey
the private sector in Egypt and its current
investment patterns, in addition to the potential
developmental impact of such patterns and
employment practices exercised by the private
sector in today's Egypt. The purpose of the report’s
focus on the Egyptian private sector's investment
patterns is to understand the connection between
these investment patterns, given the support and
encouragement it receives from the government,
and the Egyptian private sectors social
accountability. By the same token, the report aims
to highlight and assess the developmental impact
of this ongoing support to the private sector on
the Egyptian society as a whole.

In doing so, the report starts in the first section
by surveying investments in Egypt, particularly
private sector investments in the Egyptian
economy.Thisis followed by a discussion of foreign
direct investments and its sectoral preferences
in Egypt. In the second section, we discuss the
current public-private partnerships followed by a
general overview of the legal issues that relate to
the realm of investments. In the third section, we
delve into the employment conditions within the
Egyptian private sector, followed by a discussion
of two structural problems linked to the sector, i.e
informality and gender discrimination. Finally, the
report concludes with some general remarks.®



General overview of private investments
patterns in the Egyptian economy

Overall, the official figures reveal that out of the total implemented investments for the year 2018/2019’
estimated at EGP 922,499.8 million ($58,757.95), the private sector alone contributed EGP 484,176 million
($30,839.24).8 In other words, the private sector conducted about 52.5% of the implemented investments

in EQyptin 2018/2019.°

Figure 1- Total Implemented investments 2018/2019"°
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In terms of overall investments by economic sector, the electricity sector received 12.5% of the total
implemented investment, which was the largest share received by a single sector." It was followed by
‘other manufacturing’ and natural gas (11.5% each), real estate (11.2%), transportation and storage
(10.5%), other ‘miscellaneous’ services (7.8%), ‘agriculture, irrigation and reclamation” and ‘construction
and building (5.3% each), communications (4.3%), financial settlements (4.2%), wholesale and retail
trade (3.4%), educational services (3.1%), and health services (2.1%).'?

Figure 2- Implemented investments by economic sector 2018/2019"
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1. Private sector investments

In general, both the private sector and other official institutions tend to invest in the same fields.
Nonetheless, the private sector is distinguished by its highly diversified investment portfolio in
comparison to other state’s and official institutions. Indeed, overall, these different governmental
institutions and authorities injectinvestmentsinto all economic sectors (each of these official institutions
invest in different sectors leading to the presence of official institutions grouped in all economic sectors),
the private sector invests in almost every sector, if not all, on its own.

At the forefront of private sector investments, came the natural gas sector, with a share of 20.8% of

the total private sector implemented investments.' At the second place, came real estate with a share
of 17.2%, followed by other manufacturing with a share of 11.6%, electricity (10.4%), communications
(7.3%), transportation and storage (6.7%), wholesale and retail trade (5.5%), other services (4.2%),
agriculture, irrigation and reclamation (3.6%); construction and building™ (3.3%); educational services
(2.2%); crude oil (2%); and information (1.9%).'¢

Figure 3- Distribution of private sector’'s implemented investments 2018/2019"
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2. Foreign direct investments:

As previously mentioned, securing a higher influx of foreign direct investments has become one
of the main pillars of economic planning (and decision making) in Egypt over the past few years.
Doubtfully, appealing to foreign investors is not new to Egyptian policy makers. Instead, “.. it has
been a steady feature of economic planning, at least since the 1970s when President Sadat initiated
the infitah (economic opening) policy. However, and regardless of the weak returns of this orientation
and the many obstacles it faced, FDIs have always retained pride of place in governmental rhetoric”.'®
Nonetheless, one of the main direct consequences of the ongoing neoliberalization is the shift”.. in the
official discourse according to which foreign direct investments became a central pillar of economic
planning. As a matter of fact, higher rates of FDIs are now cited to signify the success of the neoliberal
economic reform, even when its actual developmental impact is in question. This can be traced in the
official events and statements praising the influx of FDIs"'°



In terms of figures, FDIs influx has enjoyed an upward movement since 2014/2015 except for the year
2017/2018 when the trend was reversed before resuming its previous positive trend.?

Figure 4- Net Foreign Direct Investments until 2018/2019($)*'
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Geographically, most of the net FDIs that came to Egypt in 2018/2019 arrived from the European Union
(EV), including the United Kingdom (UK)*? with a share of 60.7% of the total net FDIs that Egypt received.?
An additional 19.9% of the total net FDIs came from the Arab countries, with another 9.6% from the
United States of America (USA) and 9.8% from the rest of the globe.?*

Figure 5- Geographical distribution of FDIs 2018/2019%
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Country wise, the United Kingdom was the largest provider of FDIs with a share of 39.2% (equivalent to
$6423.7 million) of the total FDIs received.? Belgium was the second largest provider of FDIs to Egypt
in 2018/2019 with a share of 13.8% (equivalent to $2262.5 million), with the USA coming third with a
share of 9.6% of the total FDIs received. Arab countries too played a significant part as FDIs providers to
Egypt over 2018/2019, with the United Arab Emirates (U.A.E) coming first among Arab countries with
a share of 6.7% (equivalent to $1104.2 million) of the total FDIs received, followed in the second place
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by Kuwait with a share of 4.2% (equivalent to $684.2 million) and in the third place by Saudi Arabia with
a share of 2.9% (equivalent to $478.1 million) of the total FDIs received.”’” Here, it should be pointed out,
as some analysts suggest, that a large percentage of the FDIs arrive in Egypt through tax havens abroad,
mainly in Belgium. Moreover, such FDIs in fact include investments by Egyptian businessmen, who invest
in Egypt through foreign companies to benefit from the incentives presented to foreign investors in
Egypt.?® For instance, in a study conducted by EIPR, it was estimated that secret investments and profit
transfers conducted through tax havens in Egypt reached about L.E 68 billion annually.*® Moreover, in
the period 1970-2013, many of the small countries considered as tax havens such as the Cayman Islands
and Virgin British Islands occupied top positions in terms of investments in Egypt.* This is explained by
the fact that Egyptians (and foreigners) register their 'shell companies in such countries to transfer their
profits there and benefit from zero-tax policy before re-transferring them to countries such Egypt in the
form of investments. Eventually, this enables such investors to hide their original nationalities and the
categorization of their investments as foreign investments.®

Figure 6- Countries’ shares of total FDIs 2018/201932
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3. Foreign direct investments by sectors

Building up on the above, two questions pose themselves: where do these investments were directed
to generally? And were they concentrated in certain sector(s) in comparison to others? As a matter
of fact, the answers to these questions are more revealing than one might have expected. As per the
available figures for FDIs by economic sector (July-September 2018/2019), the economic sector of oil
received a share of 71% of the total FDIs received over 2018/2019.2 It was followed by real estate (8.3%);
manufacturing (6.9%); financial sector (3.1%) and construction (2%).>* Interestingly, other vital sectors
such as agriculture and tourism received minor shares that did not exceed 0.54% and 0.38% respectively.
The increasing FDI flows have been a source of pride for the government, a fact that coincides perfectly
with the ongoing neoliberalization and the reorientation of the state’s role. Yet, as the figures above show,
FDIs flowing into Egypt are extremely concentrated in specific sectors, mainly extractives. The latter is
primarily a capital-intensive sector that can generate economic growth but notgenuine development.This
is so because the extractives sector does not generate a high number of “well-paying jobs is quite limited”
and hence this sort of investment does not necessarily help in uplifting the socio-economic conditions
of the majority of the working class.*> Moreover, the sector remains mostly disconnected (enclaved)
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from the rest of the economy and thus does not
establish interlinkages with other industries vital
to develop the entire production structure in
the economy.*® Similar critique can be extended
to the investments in real estate developments,
which depend on speculation to generate a high
rate of returns for owners, while estimates suggest
that 80% of workers in the construction sector are
categorized as poor workers.*’

So,ina nutshell, the focus and performance of FDIs
clearly falls from enforcing a true structural change
capable of increasing productivity and achieving
a high degree of tangible development. Instead,
as the figures show, foreign investors remain
reluctant to invest in other essential sectors such
as industry and agriculture in favor of the steady
and guaranteed profits of extractives and real
estate, regardless of the limited developmental
effect the latter two sectors have.

Foreign investors remain reluctant to
invest in other essential sectors such
as industry and agriculture in favor of .
the steady and guaranteed profits of
extractives and real estate, regardless

of the limited developmental effect

the latter two sectors have.
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The public-private
partnership

Based on the above, it can be seen that private
sector investments are strongly present in vital
services sectors such as electricity, educational
services, communications, transportation and
storage. However, private investments are not
limited to these sectors. Indeed, under the public-
private partnership scheme (PPP), the private
sector managed to infiltrate other sectors. These
PPP investments rose to prominence mainly after
2006, when the government established the
central unit for public-private partnerships within
the Ministry of Finance and after the enactment
of law 67 for the year 2010 concerning the
organization of private sector's participation in
infrastructure and public utilities projects.®® For
sure, PPPs existed in Egypt prior to these dates.®
Nonetheless, more attention has been directed
towards it with the ongoing neoliberalization
process and the increasing role of the private
sector in the economy associated with it.*® This
can be seen in the Ministry of finance’s decision to
modify the law in 2018 so as to ensure a larger role
to the private sector in the infrastructure sector,
citing its vital role in achieving development while
helping to relieve the state’s budget from more
financial burdens.*’ According to the latest figures,
there are 55 infrastructure projects with private
participation in the fields of electricity, airports,
ICT, ports, water and sewerage, natural gas...etc.*?
Thetotal cost ofinvestmentis estimated at $10,314
billion, with electricity being the sector with the
largest investment share while greenfield projects
are the one with the largest share in investment.*
The top sponsors of these projects come from
Egypt, Spain, France, Germany, Denmark, Japan,
Malaysia and the U.A.E.*

Table 1-PPI by economic sector*

investments

in $ millions
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In addition to these investments, the government
is planning to allow for PPP projects in other
sectors.Thisincludes the educational sector, where
it signed 8 different contracts with 8 different
Egyptian and Arabic companies in February
2019 to construct and operate 24 language
schools (with a capacity of 1000 classrooms) in
7 governorates with a cost of L.E 650 million.*
This was followed in October 2020 by another
announcement to launch the second stage of the
national project of constructing 1000 new schools
in partnership with the private sector.*” Similarly,
announcements were made about plans to launch
4 water desalination projects in partnership with
the private sector in January 2021.%¢ Finally, the 3™
stage of partnerships with the private sectorinland
projects will be delayed until further evaluation of
the first 2 stages that witnessed signing 11 out of
13 contracts with the private sector.”

Doubtlessly, PPP is an approach that has been
implemented in different underdeveloped
countries and enjoyed varying degrees of
success. However, in Egypts case, there are
several obstacles that have to be overcomed for
this approach to be developmentally successful,
mainly the problems of transparency and
accountability. Overall, Egypt suffers from .. “the
absence of strong formal institutions’, including
rule of law and contract enforcement.*® This raises
questions in regards to the government’s ability

12



to ensure that the private sector will not deviate
from the plans agreed upon to ensure higher rates
of returns on its investments. Compounding the
problem is the fact that there are no concrete
or defined accountability measures that can be
used to guarantee that the private sector will be
penalized if they broke their agreement with the
government. On the contrary, it seems that the
private sector is granted special treatment to
ensure that no other parties will interfere with its
business. A case in point is the law no. 32/2014
prohibiting third parties from challenging
business contracts between the state and private
investors, which will be discussed in the following
section. Moreover, there are no guarantees in
place to insure that the private sector will meet
certain developmental targets. Finally, there is the
problem of the lack of transparency, especially
in relation to dissemination of data concerning
the projects conducted in collaboration with the
private sector. This prevents both specialists and
the wider public from following the results of such
collaboration to determine if it is beneficial for the
interests of the public or not.

PPP is an approach that has been
implemented in different underdeveloped
countries and enjoyed varying degrees of
success.

Investment treaties
and reform’s
shortcomings

Generally, Egypt has signed approximately 115
international investment agreements.”' According
to the official figures, these consist mainly of 74
enforced Bilateral Investment treaties in addition
to 13 international investment agreements
that contain investment-related provisions,
most of which were signed in the mid-1990s.>?
Interestingly, the Egyptian government adopted a
reformist stance in regards to the regulation and
terms of the bilateral investment treaties.

In particular, Egypt advocated for reforming the
legal basis of the treaties as their applications
showed several problems, which resulted from the
imbalances in the provisions of these agreements
and their tendency to favor protection of foreign
investors at the expense of the legitimate rights
of the host countries in the regulation and
treatment of foreign investments in accordance
with the right to achieve sustainable economic
development”>? This call for reform adhered to
developments in international investment law to
supposedly ensure that such treaties*”.. contribute
to sustainable development goals and national
development strategy”>* Accordingly, an action
plan for reform was developed based on two
axes, the first of which included internal technical
review of the agreements and the development of
an updated model advocating for a policy space
for the Egyptian state, transparency concerns and
sustainable development considerations.>> As for
the second axis, it is composed of “reviewing and
amending Egypt’s signed BITs">®

All this effort aims to implement a new ll1As regime
that balances investors' rights and obligations
while attaining developmental objectives. In the
words of the officials, the reform should result in
“..an lIA regime that protects investors effectively,
but also protects the state against unfounded
claims” and “a new era where investment

n
[
2
=)
v
[
=
Q
)
<
[
£
>
o
Q
£
v
-]
<
(]
"
-
c
[
£
-
g
>
=
L3
=}
v
c
=
[
-
=
[}
Q
I
Q
>
<))
w
=
P
o
)
|5
[
n
[]
)
©
=
=
Q
]
=
=
o
=
>
[}
>
<
3
v
—
N
(=)
o
wv
)
=
2
[a=
s
%
(o]
wv
©
(=
©
S
£
o
(<
s}
O
w
c
o
-
IS
[<]
Q
(]
(o5
=
[%}
i
=
o)
©
S
<<
(]
=
=




protection goes hand in hand with the right of the
state to implement policies for the well-being of
its people”?’

However, as part of the economic reform that
the Egyptian government initiated, attention
has been directed to overcome certain legal
issues related to the realm of investments within
national law. Such a task was seen as essential,
especially after the number of arbitration cases
against the Egyptian state faced in recent years
and thus negatively impacted the image of
Egypt as an appealing destination for foreign
investment without affecting its status as the
largest FDIs recipient in the continent.”® Among
these changes, the most important ones were
included in the new investment law for the year
2017.>° Building on earlier versions of the law,
the government maintained its guarantee to
protect foreign investments in Egypt against
nationalization as well as “arbitrary procedures
or discriminatory decisions"®® Moreover, the law
“...permits foreign investors the right to transfer
their profits abroad, to employ foreign employees
up to 10% of the total number of employees and
20% in investment companies, with the latter
retaining the right to transfer the compensation
they receive abroad”®" More interesting is that
the new law permits“. foreign investors to receive
the same treatments as Egyptian citizens under
Egyptian law and to be granted a residence for
the duration of their projects”®? Further, the new
law allows foreign investors to receive preferential
treatment if the Council of Ministers approves.5

In relation to possible charges against private
investors committing crimes such as corruption
and embezzlement of public funds, the new
version of the law did not highlight any specific
procedures except revoking the project licenses
if such crimes are proven. However, it is expected
that legal procedures (litigation) will follow in
the steps of the 2015 investment law. That law
provides that investors accused of such crimes can
reconcile with the Egyptian authorities away from
courts even though such crimes were previously

punished with heavy prison sentences. Therefore,
this new law came to represent “a transgression
on Egypt's criminal justice system and articulate
a new perception that corruption and
embezzlement of public funds are minor offenses,
and not crimes”® Associated with these changes
was the law no. 32/2014 prohibiting third parties
from challenging business contracts between the
state and private investors. So, as Sherif and others
suggest, it is very unlikely that any court will be
able to prove such crimes of corruption with
the existence of the other law prohibiting third
parties from disputing investment contracts and
protecting investors by making their corruption
un-exposable. Thus, it can be expected for
investors would be “.. unchallenged”%

Finally, in relation to the Egyptian private
sector's stance on human rights and sustainable
development causes, there is no concrete
information about efforts on the private sector’s
side to commit and offer solutions to support
these causes. It is true that certain businessmen
and institutions declared their intentions to
develop plans and frameworks that incorporate
such concepts. However, it seems that such
announcements were made only to declare their
approval of the government official rhetoric,
without necessarily developing actual planson the
ground.®® If all of these changes reflect anything,
they reflect a clear discrepancy between the
official governmental rhetoric on the international
stage and the changes actually taking place in
relation to the legal framework governing the
work of private investors. Indeed, the current
legal framework lacks clear-cut mechanisms that
can be used to guarantee that the private sector
will achieve the desired developmental targets
required from them. Moreover, it seems that it
provides these investors with legal protection
against crimes that can enrich them at the expense
of the host countries. Therefore, any genuine
reform to the international investment agreement
must contain provisions that overcome such
shortcomings. These could include provisions that
speak to investors' obligation to provide working
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opportunities capable of lifting the standard
of living. Similarly, there should be attention to
the topic of human rights and what it entails to
avoid any sort of exploitation that could affect the
freedoms of those employed as well as regular
inceptions measures to ensure no violations to
these rights. The same applies to the national law,
particularly because while it gives such rights to
workers and employees, the absence of adequate
supervision leads to denying such citizens their
constitutional rights as will be shown in the
following section.

In relation to the Egyptian private
sector’s stance on human rights and
sustainable development causes, there SN
is no concrete information about
efforts on the private sector’s side to
commit and offer solutions to support
these causes.

Employment
conditions within the
private sector

As already mentioned, the new economic reform
prioritizes facilitating the road for the private
sector and foreign investments to increase
their involvement (i.e investments) in the local
economy. This is based on the belief that the
private investors, both local and foreign, are more
efficient and thus more capable to have a larger
developmental impact on the Egyptian society.
Only recently, the Minister of the business sector
(the public sector owned by the state) announced
that unless state-owned enterprises started
imitating the business models of the private
sector soon, it will not be able to compete and will
have to shut down.®’

In reality, however, the current norms and
practices of the private sector are far from
being perfect and its developmental impact is
questionable to say the least. Indeed, as one
expert mentioned, quoting the well-known
Egyptian tycoon Hussein Sabour, there are about
8000 factories belonging mainly to the private
sector faltering and cannot pay their debts to
the banks.%® Similarly, there is a problem with
the ongoing political deployment of the private
sector, which is governed by the socio-economic
regressive policies dictated by international
financial institutions as the International Bank
and International Monetary Fund, and results in
granting major exemptions and concessions to
the private sector in investments zones while the
latter shows clear negligence in their social duties
towards the labour they employ.*”® This sheds
light on the fact that the private sector is not
necessarily capable of operating as the advocators
of the new economic reform assume, a fact that is
neglected from the current discourse supporting
the expansion of the private sector. It follows
here that since the private sector is becoming
the main sector responsible for the development
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process, at time when it prefers investing in the
sectors of extractives, constructions and real
estate development while reaping the benefits of
the state’s reluctance to invest in education and
health care, the prospects of attaining genuine
development’ are in danger.”!

As it stands, on the one hand, the private sector
employs about 12.6 million individuals in 3.7
million facilities, within both its formal and
informal branches.”> On the other hand, the most
recent figures concerning employment in official
and governmental institutions in 2018 show that
818,78 individuals were employed within the
business sector (stated-owned companies)’, in
addition to 5,022,821 individuals employed within
the governmental sector.”* As such, as it stands,
the private sector is the main employer in Egypt.”
This leaves the bargaining power in the hands of
the private sector, especially that the government
stopped offering new job opportunities as part of
its austerity measures associating the neoliberal
economic reform to minimize its wage bill.”¢ It
follows here that this extensive presence of the
private sector in the Egyptian economy has a
number of important implications, mainly the
absence of genuine developmental impact,
keeping in mind the rapidly deteriorating working
terms and conditions within the private sector.
For sure, this problem extends beyond the role
of the private sector and relates too to the state’s
allowance of such norms to survive. So, as matter
of fact, this is a combined problem of a private
sector, which is profit oriented by nature, that is
left unchecked and unchallenged by the state to
enforce whatever exploitative measures it sees
fit with its profit maximization mentality. At the
same time, it is the exact private sector that is
encouraged by the state to expand its activities
without having to implement actual measures
that can improve the standards of living for those
working within it.

For instance, it is estimated that only 1 within
every 3 individuals employed by the private sector
has a stable job.”” Furthermore, there has been
a clear decline in formal working opportunities
within the private sector in favour of precarious
jobs in construction, storage and transportation.”®

This last point is important for two main reasons.
First, while there has been an official recognition
of the rise in precarious employment, nothing has
been done, on the governments side, to deal with
the problem. Indeed, only recently, the Minister
of manpower stated that Egypt has at least 10
million precariat workers.” Yet, the government
rhetoric continues to show clear support to the
private sector to play the leading role in the
economy.® Second, despite the government’s
decision to stop new employment, it still offers
better working conditions in comparison to
the private sector. In a study conducted by the
Economic Research Forum, results show that 93%
of those employed by the public sector, holding
a secondary education or more enjoy social
insurance vis-a-vis 34% only in the private sector;
and that 94% of the former enjoy paid vacations
in comparison to 47% in the latter?®' Likewise, in
terms of wages and salaries, those employed by
the public sector receive on average L.E 1278
per week in comparison to L.E 877 for those
employed by the private sector.2? In more general
terms, the dominance of the private sector with
its profit maximization mentality reflects on the
norms controlling the working conditions. So, it
is not astonishing to find out that 55% of wage-
workers have no employment contracts and
that 74% of poor workers, living on or beneath
the poverty line, have neither contracts nor
(medical and social) insurance.?*> Other estimates
highlight the absence of legal protection and
job security by indicating that 60% of workers
have no permanent employment contracts and
only 5% have temporary contracts, with rural
workers having higher chances of working with
no contracts.®* The same estimates conclude that
only 26% of poor workers have social insurance
compared to 52% of non-poor workers.®> There
is also the fact that the private sector in Egypt
rarely, if ever, disburses the employees’ share of
profits.t® Finally, existing labour legislation does
not [realistically] hold companies accountable for
the absence of insurance, even when accidents
occur to workers.®” As one expert put it, a lot of
absurdities of catastrophic ramifications happen
within the private sector, especially in relation to
socialinsuranceand protection.Aswhilethelabour
law superficially protects the labour, in reality the
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lack of supervision over its implementation leads
to numerous violations.® Further, the government
has been cracking down on workers elections
and syndical activity at a time when this kind of
activity should be seen as a stability tool because
it can create legitimate channels for negotiations.®

1. The problem of informality

With that being said, it should be noted that the
majority of enterprises belonging to the private
sector in Egypt operate from within the informal
economy. This situation has led some political
economists to conclude that “the private sector
in Egypt is the informal economy. It makes up
most of the Gross Domestic Product (GPD) and
employs most of the wage-earners. This sector,
however, is characterized by activities of low
productivity and limited developmental benefits.
Most of these activities are motivated by seeking
sustenance rather than by plans of development
or accumulation”®

In fact, statistics support such arguments, as
the official figures show that the size of the
informal economy is estimated at %40 of the
Egyptian economy.’’ In terms of establishments,
it is projected that out of the 3.7 million
establishments/ enterprises operating in Egypt,
about 2 million operate on an informal basis
(approximately %54).° This is reflected in patterns
of employment, as out of the total waged laborers®?
in Egypt, %53 are employed in the informal
sector.”® Accordingly, such workers are usually
hired with merely a temporary contract or no
contract at all. Moreover, those working within the
informal sector have no social insurance.®* More
significantly, perhaps, is that %72 of poor workers
are employed within the informal sector and %83
of illiterate waged workers are employed within
the same sector.”® Adding to the above, is the fact
that the Egyptian agricultural sector remains the
main sector responsible for the production of
informal jobs.”

Here, one can wonder about the reasons behind
the prevalence of such informality. However,

as Ali al-Raggal suggests, the strong presence
of informality is a result of the state policy that
imposes“alogic of negotiation and harmonization,
and presents these practices as the norm, in the
place of the law”. In other words, the state has a
system in place through which it administers both
formal and informal sectors simultaneously.®® In
reality, this means that the state, to a large extent,
tolerates the existence of informality instead of
working on eliminating it altogether which can be
related to the high social unrest that could result
in the case of declaring war on informality. Hence,
it can be argued that the growth of the private
sector, under the current dominating economic
regimes and mentality will not necessarily improve
the living and working conditions for the majority
of Egyptian workers. Rather, on the contrary,
the wellbeing of Egyptian workers is inversely
proportional to the growth of the private sector
under its current form and practices.

The growth of the private sector, under
the current dominating economic
regimes and mentality will not
necessarily improve the living and N
working conditions for the majority

of Egyptian workers. Rather, on the
contrary, the wellbeing of Egyptian
workers is inversely proportional

to the growth of the private sector
under its current form and practices.
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2. The gender gap

Despite the growing attention towards gender inequality and discrimination, several problems still exist
and hence prevent the elimination of discrimination based on gender.* This is particularly true in relation
to employment patterns. According to a recent survey conducted by CAPMAS, of all employed females,
66.5% are waged workers, 22.6% are employed by their families without a wage or a salary, 8.6% are self-
employed without employing others and 2.2% are self-employed while employing others.'® This means
that the majority of working females are exposed to the harsh conditions discussed in the previous
section. Linked here is that female vulnerable employment™' in Egypt is estimated at approximately
33% of total female employment in 2019.7 Moreover, that 80% of technical schools female graduates
are left out of the labour market due to the weak habilitation they receive in comparison to their male
counterparts.'®

Figure 7- Female Employment in first quarter of 2020

Self-employmed and employed others

“S;/If-employmed without employing others

Family employed without a wage/salary

Waged Worke

More significant is legal (structural) impediments preventing the treatment of males and females on
an equal basis. This is so, as for instance, labour law 12 for year 2003 excludes large sections of female
agricultural laborers from the legal protection extended to their male counterparts, particularly if they
work on family lands or for no wages. Likewise, article 4 of the same law excludes domestic workers,
an occupation that is usually filled by females, from protection.’® This extremely problematic situation
given the concentration of female employment in fields/ sectors that tend to operate on an informal
basis (figures 8 and 9) or are mostly restricted to traditional sectors such as selling vegetables and
fruits; raising livestock and cleaning.'”® Compounding the issue is that at least 14% of all families in
Egypt are financially supported and headed by female members.'® Moreover, experts believe that the
private sector's vision in work impacts any project it conducts, even if such a project is carried out in
collaboration with the civil society.”” Accordingly, within such projects, women face increasing levels of
discrimination and become restricted to the low-paying sections.’® Similarly, other private enterprises
consider female labor as complementary laborers. Hence, the latter are forced to leave their work when
they marry. In such cases, female laborers usually choose not to enter into disputes with their employers
due to discriminatory gendered-obstacles they face.'®®
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Figure 8- Key female occupations™"®

Factor workers and machine operators
4.6%
Craft workers

1.9%
Others

7.0%

Professionals
27.6%

Services jobs (incl. resturant and shop workers)
17.5%

Agricultural workers and fishermen
21.9%

Technicians and clerks
19.5%

Figure 9- Female employment by economic sector'"

Construction
0.4%
Manufacturing
7.7%

Health

12.6%

Education
241%

Wholesale and retail trade
14.1%

Agriculture and fishing
22.6%

Others
18.5%

In this light, it is not surprising that only 6.3% of all firms in Egypt had females as top managers in
2016."'? By the same token, it is not surprising that there is an income gap between males and females
that ranges on average from 22% to 27%.'"* Thus, given the current dominant practices exercised by
the private sector, the expansion of the latter will not bring forward any improvement, unless these
practices themselves are abolished.

In other words, unless there is a serious effort directed towards eradicating such structural biases and
the traditional mentality limiting working opportunities for females to certain sectors, the current
gender discrimination will persist. This means directing efforts mainly towards extending legal and
social protection to female labourers ( domestic and agricultural labourers)."* Similarly, there should
be a re-evaluation of the role (scope) played by the newly established anti-discrimination unit. The
unit was established by the Ministry of Manpower in Cairo and other provinces to inspect employment
practices. Nonetheless, many of such practices fall away from the scope of the unit's work without any
clear explanation. Finally, there should be more pressure on the government to start implementing
the standards set by the International Labour Organization in the decent work agenda (especially
the part concerning the female labourers in the private sector) as well as the equal pay standards,
implemented in different countries around the world."'® By the same token, efforts should be directed
towards pressuring the government to accept the labour agreement concerning domestic labourers.’"’

w
9
)
=
v
(]
S
S
-
€
(7]
£
>
o
o
=
(7]
)
<
(]
w
2
<
(7]
£
=
w
o
>
=
=
)
w
c
B
7]
S
£
]
o
b
o
>
)
w
=
B
S
2
v
@
w
9
3
[
>
£
S
o
=
S
o
=
=N
v
>
L)
=
a
N
o
o
wv
3
=
o=
o<
s
v
o
(%]
e
=
©
=
£
(S
=
]
o
w
(=
6
=
£
o
o
[}
o
L=
o
2
©
=
o]
©
g
<
()
L=
=




fConcIusion

To reiterate, the aim of this report was to survey
the private investments in Egypt including
investment patterns and employment norms.
As shown above, private investment patterns,
particularly foreign investments, are concentrated
in fields that do not necessarily help in overseeing
the structural reform needed to generate tangible
developmental impact. By the same token, the
employment practices deployed by the private
sector in Egypt are extremely harsh ones that
add to the misery of the majority of the working
population. As a matter of fact, such practices are
directly responsible for the deterioration of the
working and living conditions of these groups.
Here, the experience of the covid-19 crisis shows
that the private sectors current practices in
Egypt should not be defined as developmental,
especially for female workers. Indeed, starting
from the businessmen'’s push for workers to return
to their jobs at the peak of the pandemic spread
to the refusal of private health services providers
to stick to the prices range suggested by the
government and threatening to stop providing
the service were all actions that showed that the
private sector refuses to risk its profitability at
the expense of the entire society, even during
the times of crises.''® Similarly, it seems that such
stance came mainly at the expense of the female
workers, where according to a recent study
conducted by the New Woman Foundation, 58%
of female labourers interviewed lost their jobs and
31% experienced a decline in income.™?

As such, decision makers must deal with the
proposed expansion of the private sector carefully
and those private investors maintaining such
practices must be held accountable. Moreover,
more efforts should be directed towards raising
the awareness about the social responsibility of
the private sectorand its supposed developmental
role. That means that the private sector should
not be left unchecked to pursue its profits at any
cost. Rather, as enterprises that operate within
the Egyptian society, they should be faced with
their obligation to achieve genuine development

through their activities by raising the standard of
living of those they employ and permitting them
the space to work without any discrimination. Yet,
for this to happen, the state is required to ensure
that the private sector is actually responsible for
attaining certain goals that can result in a tangible
development and that it will be deprived of its
current privileges if it failed to do so. In a word, the
private sector will be held accountable if it fails
to generate the required developmental impact.
Similarly, there should be focus from the state’s
side to encourage the informal private sector to
register and integrate within the formal economy
by facilitating such a process, decreasing the
red tapes required and granting them time to
complete their formalization process. This will help
mainly in stopping such informal business owners
from shifting the burden of the costs required
for the completion of the formalization process
to the shoulders of their workers. Lastly, there
should be attention to the lack of transparency
and access to data so that other parties, including
civil society actors, can follow up on the progress
of the private sector and help disseminate it to
the wider audience while showing that genuine
development consists of more than mere higher
economic growth figures and actually respecting
the rights of its employees and those of the
society as a whole.

The employment practices deployed

by the private sector in Egypt are
extremely harsh ones that add to
the misery of the majority of the
working population.
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Appendix 1-Some of the tax havens investing in Egypt between
1970-2013'*°

Nationality
Issued capital (5 | contribution during

Number of

Country's name establlsl'!ed million) the period ($
companies million)

Cayman Islands 5817.78 2514.86

British Virgin 112 2738.44 1283.24
(HELTH

| Panama | 92 1358.34 714.43

| Luxembourg | 85 1037.10 250.87

. Bahamas | 1 27551 170.86

. Bermuda | 22 12873 85.50
|

20 185.93 75.59

United States Virgin 2 45.06 10.66
Islands

Liechtenstein ‘ 11 72.11 8.65

16 77.86 6.78
Marshall Islands ‘ 5 6.80 491
4 190.13 3.36

Antigua and
Barbuda ‘ 1 542 3.26
1 3.14 1.21

Saint Kitts and ‘ 1 1.00 043
Nevis

Seychelles ‘ 2 0.37 0.12

Total ‘ 479 12217.43 5171.05
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Appendix 2-Investment Treaties

Egypt’s Bilateral Investment Treaties (In force agreements)'*'

Name of the treaty

Egypt - Mauritius -

Status (date of
entry into force)

Egypt - Switzerland
BIT

Egypt - Ethlopla BIT

Egypt - Germany
BIT

Egypt Iceland BIT ‘

Egypt - Qatar BIT

Egypt - Serbia BIT ‘

Armema Egypt BIT ‘

Egypt - Finland BIT ‘

Egypt - Mongolia
BIT

Egypt - Sudan BIT ‘

Austrata-Egyptit|

Egypt - Turkey BIT ‘

BLEU (Belgium-
Luxembourg
Economic Union) -
Egypt BIT

Austria - Egypt BIT ‘

Egypt Kuwait BIT

Egypt - Smgapore

'Egypt - Viet Nam BIT |

Egypt - Thailand BIT ‘

Bosnia and
Herzegovina - Egypt
BIT

Egypt - Portugal BIT ‘

2014/06/25 In force (2014/10/17)
Switzerland 2010/06/07 In force (2012/05/15)
Ethiopia 2006/07/27 In force (2010/05/27)
Germany 2005/06/16 In force (2009/11/22)
Iceland 2008/01/08 In force (2009/06/15)
Qatar 1999/02/12 In force (2006/07/14)
Serbia 2005/05/24 In force (2006/03/20)
Armenia 1996/01/09 In force (2006/03/01)
Finland 2004/03/03 In force (2005/02/05)
Mongolia 2004/04/27 In force (2005/01/25)
Sudan 2001/07/08 In force (2003/04/01)
Australia 2001/05/03 In force (2002/09/05)
Turkey 1996/10/04 In force (2002/07/31)
BLEU (Belgium-
Luxembourg 1999/02/28 In force (2002/05/24)
Economic Union)
Austria 2001/04/12 In force (2002/04/29)
Kuwait 2001/04/17 In force (2002/04/26)
Singapore 1997/04/15 In force (2002/03/20)
Viet Nam 1997/09/06 In force (2002/03/04)
Thailand 2000/02/18 In force (2002/02/27)
Bosnia and 1998/03/11 In force (2001/10/29)
Herzegovina
Portugal 1999/04/29 In force (2000/12/23)
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Denmark - Egypt
BIT

Egypt - Malta BIT ‘ Malta
Egypt - Mali BIT | Mali

Egypt - Russian
Federation BIT ‘ Russian Federation

Bulgaria - Egypt BIT ‘ Bulgaria
Algeria - Egypt BIT ‘ Algeria
Egypt - Oman BIT ‘ Oman

Comoros - Egypt BIT ‘

Egypt - Slovenia BIT

Egypt - Malaysia BIT ‘

Egypt - Korea, Dem.
People’s Rep. of BIT

Egypt - Slovakia BIT ‘ Slovakia
Egypt - Malawi BIT | Malawi

Egypt - State of
Palestine BIT

Cyprus - Egypt BIT ‘ Cyprus
Croatia - Egypt BIT ‘ Croatia
Belarus - Egypt BIT ‘ Belarus

Egypt - United Arab
Emirates BIT

Bahrain - Egypt BIT ‘ Bahrain

Egypt - Syrian Arab
Republic BIT

Egypt - Morocco BIT ‘

Egypt - Latvia BIT ‘ Latvia
Egypt - Jordan BIT ‘ Jordan

Egypt - Yemen BIT

Egypt - Sri Lanka
BIT

Egypt - Netherlands
BIT

Egypt - Poland BIT ‘ Poland
Canada - Egypt BIT ‘ Canada

Denmark 1999/06/24 In force (2000/10/29)
1999/02/20 In force (2000/07/17)
1998/03/09 In force (2000/07/07)
1997/09/23 In force (2000/06/12)
1998/03/15 In force (2000/06/08)
1997/03/29 In force (2000/05/03)
1998/03/25 In force (2000/03/03)
Comoros 1994/11/13 In force (2000/02/27)
‘ Slovenia 1998/10/28 In force (2000/02/07)
Malaysia 1997/04/14 In force (2000/02/03)

Democratic Republic
‘ of Korea 1997/08/19 In force (2000/01/12)
1997/04/30 In force (2000/01/01)
1997/10/21 In force (1999/09/07)
‘ State of Palestine 1998/04/28 In force (1999/06/19)
1998/10/21 In force (1999/05/11)
1997/10/27 In force (1999/05/02)
1997/03/20 In force (1999/01/18)

United Arab

‘ Emirates 1997/05/11 In force (1999/01/11)
1997/10/04 In force (1999/01/11)
‘ Syrian Arab Republic 1997/04/28 In force (1998/10/05)
Morocco 1997/05/14 In force (1998/07/01)
1997/04/24 In force (1998/06/03)
1996/05/08 In force (1998/04/11)
Yemen 1996/06/06 In force (1998/04/10)
Sri Lanka 1996/03/11 In force (1998/03/10)
Netherlands 1996/01/17 In force (1998/03/01)
1995/07/01 In force (1998/01/17)
1996/11/13 In force (1997/11/03)
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Egypt Hungary BIT ‘ Hungary 1995/05/23 In force (1997/08/21)
Egypt Lebanon BIT ‘ Lebanon 1996/03/16 In force (1997/06/02)

Egypt - Korea, .

Republic of BIT Republic of Korea 1996/03/18 In force (1997/07/25)
_Egypt - Romania BIT | Romania 1994/11/24 In force (1997/04/03)
Egypt- I;a::akhstan Kazakhstan 1993/02/14 In force (1996/08/08)

China - Egypt BIT ‘ China 1994/04/21 In force (1996/04/01)
Egypt - ;

Turkmenistan BIT Turkmenistan 1995/05/23 In force (1996/02/28)

Egypt - Greece BIT ‘ Greece 1993/07/16 In force (1995/04/06)

Czech Republic - .

Egypt BIT Czech Republic 1993/05/29 In force (1994/06/04)

Egypt - Italy BIT ‘ Italy 1989/03/02 In force (1994/05/01)

Egypt - Spain BIT ‘ Spain 1992/11/03 In force (1994/04/26)

‘ Albania - Egypt BIT ‘ Albania 1993/05/22 In force (1994/04/06)
Egypt- gﬂ"ek's‘a“ Uzbekistan 1992/12/16 In force (1994/02/08)
Argentlgla_\r Egypt Argentina 1992/05/11 In force (1993/12/03)
Egypt - Ukraine BIT ‘ Ukraine 1992/12/21 In force (1993/10/10)

Egypt - United .

States of America IR aald 1986/03/11 In force (1992/06/27)
BIT

Pl S Libya 1990/12/03 In force (1991/07/04)

Egypt - Tunisia BIT ‘ Tunisia 1989/12/08 In force (1991/01/02)

‘ Egypt - Somalia BIT ‘ Somalia 1982/05/29 In force (1983/04/16)

Egypt - Sweden BIT ‘ Sweden 1978/07/15 In force (1979/01/29)

Egypt Japan BIT Japan 1977/01/28 In force (1978/01/14)

Egypt - United . .

Kingdom BIT United Kingdom 1975/06/11 In force (1976/02/24)
Egypt - France BIT ‘ France 1974/12/22 In force (1975/10/01)




Egypt's Treaties with investments provisions'?

Egypt-United
Kingdom

Name of the Treaty m Date of Signature

Status (date of
entry into force)

Association United Kingdom 2020/12/05 Signed/ Not in force
Agreement
Investment for E d 2007/05/23 Signed/ Not in force
Agreement or Eastern ap
Southern Africa
European Free Trade
EFTA-Egypt FTA ‘ Association 2007/01/27 In force (2008/09/01)
Egypt- Turkey FTA ‘ Turkey 2005/12/27 In force (2007/03/01)
MERCOSUR
Egypt-Mercosur .
Framework (Mercado ;omun 2004/07/07 Signed/ Not in force
A Sudamericano)
greement
COMESA-US TIFA ‘ United States of 2001/10/29 In force (2001/10/29)
merica
EC-Egypt
Association European Union 2001/06/25 In force (2004/06/01)
Agreement
Egypt-US
Investment United States of
Development America 1991/07/01 In force (1991/07/01)
Agreement
Member states of
the common market
COMESA Treaty for Eastern and 1993/11/05 In force (1994/12/08)
Southern Africa
Member states of
AU Treaty the Organisation of 1991/06/03 In force (1994/05/12)
African Unity (OAU)
Egypt- Saudi Arabia ‘ Saudi Arabia 1990/03/13 In force (1990/12/18)
OIC Investment Member States of the
'y Organisation of the 1981/06/05 In force (1988/02)
greement .
Islamic Conference
Arab Investment The member states 1980/11/26 1981/09/07
Agreement of the League of
Arab States
Arab League Member states of the 1970/08/29 In force (1970/08/29)

Investment
Agreement

Agreement of Arab
Economic Unity
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Bl Endnotes

1 This is not to be mistaken with the ‘economic reform’that was initiated in the early 1990s amid the accumulation
of debts and consequently opened the door for privatizing the public sector among other measures. For more on this
topic and its shortcomings, see Mahmoud ‘Abdel-Fadil. Barameg al-islah al-igtsadi al-haikali fi misr wa al-maghreb: bin al-
motwa'a'a wa al-maamol- The structural economic reform programs in Egypt and Morroco between the expected and the
desired-. (Beirut: Markaz al-Dirasat al-Istiratijiyah wa-al-Buhuth wa-al-Tawthiq, 1994).

2 Kareem Megahed.“A developmental parody: rapid neo-liberalization in post 2011 Egypt and its social
discontents”. ANND, 2018 study week alumni research papers, 2019. < https://bit.ly/3pQkWL1>.

3 For a case study on neoliberal Egypt, see Ibid.

4 For more on the plan, see “Egypt Vision 2030". Ministry of Planning and Economic Development, 2016. <https://
bit.ly/3nZPxDB>.

5 See “al-Sisi le kobra al-sharekat al-nemsaweya: ladayna monakh we beeaa gadeedan lil-ethethmar fi masr”- al-

Sisi to the biggest Austrian companies: we have new environment and atmosphere for investing in Egypt-. Soot al-Umma,
2018. <https://bit.ly/2Ptwx4L>; Mahmoud al-Badawi. “al-raasa: al-mothtathmorn yaroon enkhefad taklefa al-amalah
al-misryah meeza iqtisadiya’- The Presidency: Investors see an economic advantage in Egypt’s low cost of labour-. al-
Watan, 2019. <https://www.elwatannews.com/news/details/4214444> and Mohamed Alaa al-Din.“Wazeer al-etislat: Misr
al-oola alamyian fi al-amalah monkhafedh al-takleef bi geta'a teknlogya al-ma‘alomat”- The Minister of communication:
Egypt ranks first worldwide in low cost labour within the field of information technology-. Masrawy, 2018. <https://bit.
ly/2MCxe9k>.

6 It should be noted that a part of the paper's findings is based on the discussions conducted over the two-day
workshop “Dor al-geta‘a al-khas al-misiri fil-tanmia wa idmag mokawen al-noa‘a al-igtima‘ai”- The Egyptian private sector’s
role in development and integrating the gender component- in collaboration with the New Woman Foundation in the
period of 31-30 April 2021.

7 The choice of the financial year 2019/2018 goes back to the fact that is the latest financial years for which official
data was released in total (i.e. the four quarters of the financial year) in comparison, for instance, to the financial year
2020/2019 where only figures of the first 3 quarters are available.

8 See «Monthly statistical bulletin». Central Bank of Egypt, No. 277, April 2020. P.129. The official $ exchange rate in
April 2020 (the year where the information was published) averaged EGP 15.7 for 1$. See “Exchange rates”. Central Bank of
Egypt, 2020. <https://www.cbe.org.eg/en/EconomicResearch/Statistics/Pages/ExchangeRateshistorical.aspx>.

9 The private sector's shares of implemented investments outweighed the contribution of other official or
governmental institutions such as central projects, government sector, public companies and economic authorities,
estimated at %8.4 ,%14.6 ,%16.5 and %8 respectively. Ibid.

10 See“Investments in Egypt: from extractives to exportation” Social Justice Platform, 2019. As the chart shows,
there are 5 main investors in Egypt who control investments in Egypt. 4 of these separate entities belong to the state and
these are the economic authorities (responsible for the management of public utilities providing a service or more to the
citizens); central projects responsible for mega-nationalist projects); government sector (responsible for providing services
to the citizens) and public companies (productive and services companies responsible for providing main commodities for
the citizens). As for the fifth player, it is the private sector composed of individual (private) investors seeking to maximize
their capital through investing in different sectors.

1 “Monthly statistical bulletin’, 2020.

12 Ibid.

13 “Investments in Egypt...J; 2019.

14 “Monthly statistical bulletin’, 2020.
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