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Executive Summary
The Arab Republic of Egypt is a key partner to the European Union in facing a number of strategic
challenges — controlling illegal migration across the Mediterranean Sea, combating terrorism and seeking
to resolve major conflicts that have wracked Middle Eastern countries such as Libya, Syria and Yemen. At
the same time, Egypt faces a host of socio-economic, political and environmental challenges of its own.
Ongoing population growth coupled with an over-extended education system has meant that Egyptian
youth are increasingly unprepared to enter the job market. More and more Egyptians are seeking
employment in an economy that is unable to fully absorb new entrants into the labour force. Subsidy
reform has improved the government’s balance sheet yet imposed significant costs on the poorest and
most vulnerable in Egyptian society, with little guarantee that any new savings will be reinvested into
crumbling infrastructure, from deteriorating highways and railroads to overcrowded schools and
underequipped hospitals. The lack of inclusive economic growth calls into ever-further question the
Egyptian government’s quelling of political dissent, free expression and meaningful opposition within the
country under President Abdel-Fattah el-Sisi. While ostensibly a means to maintain public order and
provide the basis for some manner of economic reform, jailing journalists and shuttering NGOs has not
proven a sufficient step towards ending an Islamist insurgency in the Sinai Peninsula or putting a halt to
terror attacks within the Nile Delta — political violence that undermines any claim to political stability while
helping to drive off much-needed tourists and foreign investors. Water scarcity, climate change and
increasing energy needs are also likely to accentuate socio-economic problems.
There is much the EU can do to shore up Egypt’s stability in the short term, yet if Europe seeks Egypt’s
cooperation in the long term, then a joint approach on the issues of the day can and should be paired with
a measured but firm emphasis on inclusive economic growth and support for human rights and the rule of
law. While there are certainly limits to the EU’s democratising leverage over Egypt, taking a firm stance on
particularly egregious abuses — something even the Trump administration has been capable of — is an
important part of encouraging a degree of rational policymaking within the Republic, as opposed to the
focus on regime security above all else as seen in recent years.
With some concrete steps in favour of the rule of law, the EU can cautiously proceed on a number of fronts
to shore up Egyptian socio-economic and political stability and help secure broader European interests.
These include contributing technical expertise and financing towards renewable energy and mitigating
the effects of climate change, programming geared towards expanding employment opportunities
(especially for women and young graduates), and supporting the development of Egypt as an eastern
Mediterranean natural gas hub. Overall, the EU’s engagement is likely to be more successful if EU memberstates are unified in their approach towards Egypt.
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Introduction
Seven years after the uprisings in Egypt, many of the demands of protesters young and old remain unmet.
A combination of socio-economic, political and security challenges, against a background of regional
instability, has served as a roadblock to a meaningful political and economic transition. Due to its
geographic location, its large population, and its significant role in the politics of the Arab world, Egypt’s
challenges will have an ongoing impact on the Euro-Mediterranean region. To that end, Egypt’s
international partners such as the EU have a clear interest in helping move the country towards stability
and prosperity.
This study is an in-depth analysis of the current challenges facing Egypt. It provides an examination of how
these challenges may impact Egypt’s socio-economic and political stability in the next two decades. The
study also investigates EU-Egypt relations and concludes by proposing recommendations to the EU on
how to better engage with Egypt and support its fragile transition.
The study is divided into two main parts. Part One will analyse the main challenges that Egypt faces, and
Part Two will focus on EU-Egypt relations. While there are a multitude of challenges facing Egypt, the focus
of the study is on those that will likely impact the country’s long-term stability and prosperity. The
individual challenges analysed are all inter-related, but for the sake of organisational clarity each section in
Part One will focus on one broad category at a time — Social, Economic, Political and Environmental —
while highlighting their relationship with the others. This forms an integrated analytical framework to
assess drivers of instability in Egypt from a variety of angles.

Figure 1: Egypt’s challenges
Section one will investigate social factors, with a focus on demographic pressures, education and health.
Population growth and related demographic pressures will likely combine with chronic problems in the
education system to inhibit the labour market from coping with a growing number of new job seekers.
Section two will focus on some of the main economic challenges facing Egypt. These include youth
unemployment; inequality of economic opportunities, particularly for women; failure of traditional
revenue streams; and the role of the military.
Section three will investigate political and security challenges. In addition to the socio-economic
challenges, Egypt continues to experience a highly polarised and fragmented political system. Since the
2013 military coup, there have been restrictions on free speech as many activists and government
opponents have been imprisoned. The ongoing Islamist insurgency in Sinai and in other areas has had a
negative impact on the security environment and has hindered the return of tourism.
Section four will focus on the environmental challenges. Rising sea levels, water scarcity and mounting
pollution will be a growing burden on agricultural production, the public healthcare system and the
economy more broadly.
7
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Part One

1

Section one: Social challenges

1.1

Demographics: More is not merrier

Egypt’s population is growing at an explosive rate. Over the years, government efforts at family planning
policies have not been successful in significantly curbing population growth. Data from the UN’s 2017
World Population Prospects Report estimates that Egypt’s current population is approximately 97 million
people, 33 % of whom are under the age of 14. By 2050, the UN projects that Egypt’s population will reach
150 million, and by 2100, a staggering 200 million 1.
Egypt has been undergoing a ‘demographic transition’, which is the shift from high mortality rates to low
and from high fertility rates to low that developing countries experience as they grow. In such cases, the
size of the population eventually stabilises as the fertility rate settles at around two births per woman (the
replacement rate). Egypt has thus far bucked the trend; rapid population growth has not abated while the
population has yet to fall to replacement-level fertility 2. The Egypt Demographic and Health Survey
showed that the total fertility rate has actually increased from 3 children per woman in 2008 to 3.5 children
per woman in 20143.
This ongoing population growth is particularly problematic given the density of population centres.
Although Egypt’s land mass is approximately a million square kilometres, the population is concentrated
in only 8 % of that area, in the Nile Delta and along the length of the Nile river. Egypt’s population density
— if divided by the total land mass — ranks it at 115 globally, but if divided by inhabitable area the ranking
jumps to 14th globally, making Egypt’s cities among the most crowded in the world 4.
As the population grows, Egyptian urban centres will struggle even more to provide services such as
housing, sanitation, health care and education. Productive, arable land will also be under pressure to yield
ever-greater amounts of food and grain, exacerbating water shortages as the country increasingly feels the
effects of climate change.

1.2

Youth: Demographic dividend or curse?

The demographic dividend describes the economic boost of the demographic transition and subsequent
change in the age structure of the population. As fewer children are born, the country’s youth population
shrinks relative to the working age population, freeing government resources that would have been spent
on a larger number of children. A country then has a window of opportunity for rapid economic growth,
so long as the appropriate social and economic policies are in place to enable a young and educated
population to enter the labour force and contribute to increased productivity and economic growth 5. It is
a small window, however, and is often followed by strain on the economy, as an aging population no
longer has a proportionate young workforce to support them in their retirement.
United Nations, Department of Economic and Social Affairs, Population Division, ‘World Population Prospects: The 2017
Revision, Key Findings and Advance Tables’, Working Paper No. ESA/P/WP/248.
https://esa.un.org/unpd/wpp/Publications/Files/WPP2017_KeyFindings.pdf
2
Hala Youssef, Magued Osman, and Farzaneh Roudi-Fahimi, ‘Responding to Rapid Population Growth in Egypt’, Population
Reference Bureau, November 2014.
http://www.prb.org/Publications/Reports/2014/egypt-rapid-population-growth.aspx
3
‘Egypt Demographic and Health Survey 2014’, Egyptian Ministry of Health and Population, September 2014.
https://dhsprogram.com/pubs/pdf/PR54/PR54.pdf
4
Baseera, ‘Population Situation Analysis Egypt 2016 Report’, UNDP, May 2017.
http://egypt.unfpa.org/en/publications/population-situation-analysis-egypt-2016-report
5
Youssef, ‘Responding to Rapid Population Growth in Egypt’.
1
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So far, Egypt has not been able to reap the benefits of a demographic dividend in the same way that East
Asian states did during the 1980s, helping them to develop 6. In fact, the opposite has been happening:
population growth is undermining economic development. Egypt’s youth population has increased from
13.3 million in 1988, to 17.4 million a decade later, and again to 22.2 million by 2006. Currently, Egypt’s
youth population is estimated by the World Bank to be one-third of its total population, approximately 33
million 7. According to the United Nations Development Program (UNDP), 40 % of the Egyptian population
is between 10 and 20 years old, while about two-thirds of the population is under the age of 298.
Demographic pressures not only strain public finances, but also increase the demand for jobs faster than
the public and private sectors can generate them. The combination of demographic pressures and a
challenging job market has meant that younger Egyptians are encountering increasing difficulties finding
employment. The issues concerning youth unemployment will be discussed in the economic challenges
section.

1.3

Education: The paradox

Since the Gamal Abdel Nasser era, the Egyptian government has provided nominally free education at the
primary, secondary and tertiary level. Despite this generous offering, the quality of public education has
deteriorated over the decades. Government expenditure for educational programmes stagnated while the
population more than doubled. Similar to the food and fuel subsidies of the era, free and subsidised
education became one of Nasser’s most popular state-run programmes and a means of galvanising
support for the regime. The motivation came from the idea that most graduates would work for the state
after graduation, ensuring a steady stream of civil servants to work in the new government offices, doctors
to work in public hospitals and engineers for public works projects. This led to higher rates of students
enrolling in higher education, albeit at the expense of vocational training and trades. The increase in
enrolment numbers with little change in funding for education resulted in a decline in the quality of
graduates.
Following the Nasser era, successive Egyptian governments have sought to cut public sector positions,
making post-graduate job placement uncertain, while at the same time the private sector has not been
able to absorb the increase in graduates. This combination of factors has led to one of the paradoxes of the
Egyptian educational system: the more educated Egyptian youth are, the more likely they will be
unemployed (Figure 2) 9.

See Edward Sayre and Tarik Yousef, eds., Young Generation Awakening: Economics, Society, and Policy on the Eve of the Arab
Spring, (Oxford University Press, 2016).
7
Adel Abdel Ghafar, ‘Educated but Unemployed: The Challenge Facing Egypt’s Youth’, Brookings Institution, Policy Briefing, July
2016. https://www.brookings.edu/wp-content/uploads/2016/07/en_youth_in_egypt-2.pdf
8
United Nations Development Program, ‘About Egypt, UNDP in Egypt’, accessed 13 August 2017.
http://www.eg.undp.org/content/egypt/en/home/countryinfo.html
9
Abdel Ghafar, ‘Educated but Unemployed’, p. 2.
6
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Figure 2: Youth unemployment rates by level of completed education and gender
As part of the ongoing economic reform programme, the el-Sisi government has gradually reduced state
subsidies for food and fuel, with the intention of allocating some of the money saved for social
programmes related to education and healthcare. This reallocation of resources has yet to have a
meaningful impact. Even as Egypt’s population continues to grow, government spending for education
has declined continuously from 2004 to 2017. According to the Egyptian Central Agency for Public
Mobilization and Statistics (CAPMAS), the percentage of the government’s budget allocated for preuniversity education decreased from 11.9 % to 7.4 % in this period. Similarly, the percentage of the state
budget allotted for university education reduced from 3.5 % to 2.3 % 10.
The ambitious reforms to the education programme that current Egyptian Minister of Education Tarek
Shawki has proposed can succeed only with increases in funding 11. Despite having the largest public
education system and one of the largest youth populations in the Middle East and North Africa (MENA),
Egypt allocates one of the lowest amounts of state funding for education in comparison to other countries
in the region 12. Teachers and professors receive inadequate salaries, which forces them to supplement
income through private tutoring, encouraging them to underperform and teach less so that students will
seek their assistance outside the classroom or lecture hall for additional income 13. However, even
supplemental instruction has not proven effective as Egypt still exhibits one of the highest illiteracy rates
among children ages 15-24 in the MENA region 14. Overall, Egypt’s illiteracy rates stand at 14.4 % for males
and 26 % for females15. A 2015 Millennium Development Goal (MDG) progress report issued by the UN
showed that 35 % of Egyptian children in school do not know how to read or write 16. Put simply, the public
Egyptian schooling system is failing to prepare students for tertiary education and vocational training, thus
disadvantaging them for life.

10
Center for Mobilization and Statistics (CAPMAS), ‘Statistical Overview—Education’, accessed 13 August 2017.
http://www.capmas.gov.eg/Pages/StaticPages.aspx?page_id=7193
11
Nadine El Sayed, ‘The Power of Access to Knowledge’, Egypt Today, 25 November 2017.
https://www.egypttoday.com/Article/15/34146/The-Power-of-Access-to-Knowledge
12
Sarah El-Sharaawi, ‘Egypt’s Generation Lost’, Foreign Policy, 23 January 2015.
http://foreignpolicy.com/2015/01/23/egypts-generation-lost/
13
El-Sharaawi, ‘Egypt’s Generation Lost’.
14
World Bank, ‘Literacy Rate Youth Total ( % of People Ages 15-24) Egypt’, accessed 13 August 2017.
http://data.worldbank.org/indicator/SE.ADT.1524.LT.ZS?locations=EG&view=chart
15
‘Egypt Illiteracy Rates Stand at 14.4 % for Males, 26 % for Females: CAPMAS’, Al-Masry Al-Youm, 7 September 2017.
http://www.egyptindependent.com/egypt-illiteracy-rates-stand-14-4-males-26-females-capmas/
16
‘Egypt’s Progress Towards Millennium Development Goals’, UNDP 2015. , accessed 13 August 2017.
http://www.eg.undp.org/content/dam/egypt/docs/Publications/Docs %20MDGs/Final %20MDG %20English %202015.pdf
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1.4

Egyptian women: Disadvantaged from an early age

On the issue of gender equity, Egypt ranks poorly. According to the 2016 Global Gender Gap Index (GGGI),
Egypt sits at 132 (out of 144 countries worldwide) 17. The breakdown of this score demonstrates the uneven
opportunities afforded to Egyptian women. According to the World Bank, the rate of youth not in
education, employment or training (NEET) is approximately 40.7 % 18. The NEET phenomenon
disproportionately affects women, especially in rural areas. Figure 3 displays the gender and location gap
in NEETs19.

Figure 3: Youth NEET by region, rural-urban and gender
The structural bias against women starts from an early age, as fewer girls attend primary and secondary
schools compared to boys 20. Even when women access education, this does not translate into
opportunities in the job market following graduation with Egypt ranked 132 for equal economic
participation and opportunity. The gender gap in Egypt has worsened since 2006 against these two subrankings. In 2006, Egypt was ranked at 108 for Economic Participation and Opportunity and 90 for
Educational Attainment, with an overall ranking of 109 21.

1.5

Inequality of educational opportunities

Income inequality directly impacts the quality of education received by students. While public primary and
secondary schools remain nominally free, the low quality of the education received at these public
institutions compels more affluent families to send their children to private schools, unaffordable to the
overwhelming majority of the population. This enrolment trend flows through to tertiary education.
According to CAPMAS, 93.1 % of Egypt’s two million university students were enrolled in public
universities, while only 6.9 % of university students were enrolled in private universities 22. The low
enrolment rate at private universities encapsulates the wealth disparity among Egypt’s population, as only
‘Global Gender Gap Index 2016’, World Economic Forum, accessed 25 August 2017.
http://reports.weforum.org/global-gender-gap-report-2016/rankings/
18
Tabea Dietrich, Amr Elshawarby, Tobias Lechtenfeld, ‘Egypt’s Youth Outside Work and Education’, World Bank, December 2016.
https://openknowledge.worldbank.org/bitstream/handle/10986/25784/BRI-MENA-Knowledge-Notes-series-PUBLIC-QN162.pdf?sequence=1&isAllowed=y
19
Dietrich, ‘Egypt’s Youth Outside Work and Education’.
20
Abdel Ghafar, ‘Educated but Unemployed’, p. 5.
21
‘Global Gender Gap Index 2016’.
22
CAPMAS, ‘Statistical Overview—Education’.
17
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the urban, middle-class population have the means to send their children to superior primary and
secondary schools at a cost of at least 5 000-10 000 Egyptian pounds a year, who are then able to also afford
sending their children to private universities 23.
Furthermore, private schools offering high-quality education mostly exist in Alexandria, Cairo and Giza,
with few, if any, in the impoverished areas of Upper Egypt 24. Yousry Abdallah, head of the Education
Ministry’s General Authority for Educational Buildings, stated in 2016 that 2 367 villages in Egypt do not
have primary schools, 537 municipalities do not have secondary schools and 66 city centres do not have
technical schools. Classroom density in some areas remains high and in order to bring classroom size to 45
students, Abdallah estimates that 52 000 classrooms need to be built25. The bulk of the state’s current
education budget goes toward teachers’ salaries at a rate of 82 %, while only 10.48 % goes toward the
construction of new schools 26.
Stagnant education policy and funding constraints created the problems that Egypt’s educational system
faces today. The government actually decreased funding as the population grew at a rate of 2.017 %, nearly
double the global average 27. The Egyptian Center for Economic and Social Rights (ECESR) notes that the
privatisation of the education system widened social inequality, as it left economic policy that deals with
the education budget in the hands of the private sector 28. Gradually, the public education system became
incapable of providing a quality education and Egyptians from disadvantaged socio-economic
backgrounds do not have the financial means to enrol their children in private education. The solution to
Egypt’s educational woes will not come solely from the private sector, as the majority of students are in the
public system. Instead, the government has to take back control of the educational system, a process which
should include significant investment and reform.
In order to break the pattern of high youth illiteracy and low-test scores, the government must build and
refurbish classrooms, raise the salaries of its teachers, and provide better training for educators, particularly
in rural Egypt. Without these changes, the government will doom a majority of Egypt’s youth to a lifetime
of struggle with little chance of reliable employment and opportunities for upward social mobility. Despite
a historical focus on university education, Egypt — as a middle-income country — should look to invest
more in secondary education, including general and vocational training. According to UNICEF, this type of
education and training will have the most straightforward economic impact 29.

1.6

Health

Health care is not a luxury, it is a key component of sustainable development. The World Health
Organization (WHO) argues that an ineffective and insufficient healthcare system will create negative
economic consequences through losses in worker productivity 30. On the demand side, explosive
population growth in Egypt has meant that the public healthcare system is coming under further strain.
On the supply side, government expenditure on public healthcare has been abysmally low, amounting to

23
Mai Shams al-Din, ‘Will the Private Sector Save Egypt’s Education Plea?’, Mada Masr, 2 November 2016.
https://www.madamasr.com/en/2016/11/02/feature/politics/will-the-private-sector-save-egypts-education-plea/
24
al-Din, ‘Will the Private Sector Save Egypt’s Education Plea?’.
25
al-Din, ‘Will the Private Sector Save Egypt’s Education Plea?’.
26
al-Din, ‘Will the Private Sector Save Egypt’s Education Plea?’.
27
World Bank, ‘Population Growth (Annual %) Egypt’, accessed 13 August 2017.
http://data.worldbank.org/indicator/SP.POP.GROW?locations=EG&view=chart
28
Egyptian Center for Economic Social Rights (ECESR), ‘Leaking Exams: Signs of Egypt’s Educational Collapse’, 8 June 2016.
http://ecesr.org/en/2016/06/08/leaking-exams-signs-of-egypts-educational-collapse/
29
‘The Investment Case for Education and Equity’, UNICEF, January 2015.
https://www.unicef.org/publications/files/Investment_Case_for_Education_and_Equity_FINAL.pdf
30
‘WHO Guide to Identifying the Economic Consequences of Disesase and Injury’, WHO, accessed 23 August 2017.
http://www.who.int/choice/publications/d_economic_impact_guide.pdf?ua=1
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just 2.15 % of GNP in 2014 – low compared to the regional average of 3.12 % and the global average of
about 6 % 31.
Low government spending on healthcare persists despite article 18 of the 2014 constitution, which
mandates a minimum healthcare expenditure of 3 % of GNP 32. The minimal attention the government
gives towards healthcare is another example of the inequality that runs through Egypt. Wealthier
Egyptians, typically living in urban centres, are better positioned to access quality private healthcare
because of their affluence, whereas poorer Egyptians, many of whom live in rural areas, cannot access
private healthcare, and in some cases not even public healthcare.
Inadequate healthcare is directly correlated with population growth, and the lack of family planning in
Egypt remains a key public health issue. In its 2016 Population Situation Analysis on Egypt, the United
Nations Population Fund (UNFPA) reported that 58.5 % of married women of reproductive age used
contraceptive methods in 2014 – a slight decline from 60 % in 2008. Within that number, there is a clear
distinction between contraceptive use between communities in Upper and Lower Egypt, with 50 % usage
in Upper Egypt compared with 64 % in Lower Egypt. UNFPA also reports an increase in the birth rate of
mothers aged 15-19 years of age – from 47 of 1 000 women of this age group in 2003 to 56 of 1 000 in 2014
– preventing women from further accessing education and employment, as teenage mothers often drop
out of school and forgo full-time employment 33.

World Bank, ‘Egypt, Arab Rep.’, 10 August 2017.
http://data.worldbank.org/country/egypt-arab-rep?view=chart
32
Mohamed Hamama, ‘Egypt’s Health Sector in the Shadow of Devaluation: All Roads Lead to Ruin’, Mada Masr, 24 March 2017.
https://www.madamasr.com/en/2017/03/24/feature/politics/egypts-health-sector-in-the-shadow-of-devaluation-all-roads-leadto-ruin/
33
Baseera, ‘Population Situation Analysis Egypt 2016 Report’, p. 64.
31
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2

Section two: Economic challenges

According to an assessment by the International Crisis Group (ICG), poor economic performance is the
greatest threat to Egypt’s stability over the next few years 34. During the political transition, first under the
rule of the Supreme Council of the Armed Forces (SCAF), then under President Mohammed Morsi, no longterm coherent economic policy took shape. Since the ouster of Morsi in the 2013 coup, President AbdelFattah el-Sisi and his economic team have attempted to stabilise the economy through a measure of
necessary but painful reforms.
Despite their efforts, Egypt continues to face a host of economic challenges. Even after the adoption of
austerity measures and economic reform initiatives, the country still partially relies on aid and fuel
shipments from Arab Gulf states, loans from the IMF and funds raised from international debt markets to
steady its economy and shore up political stability. Unfortunately, this system of rent seeking will not
sustain the Egyptian economy in the long term. If Egypt does not improve its economy in earnest by taking
measures that encourage inclusive economic development, stability prospects over the next five years,
and in the longer term (10-20 years), look bleak.

2.1

Ambitious reforms…

In an effort to encourage economic growth, the Egyptian government embarked on an ambitious
economic reform plan after the 2014/2015 fiscal year. The motivation behind the plan was to demonstrate
to the IMF and to Egypt’s regional and international partners that the government had the proper
mechanisms in place to reform and recalibrate the economy. Furthermore, the reforms seek to attract the
return of foreign direct investment.
Due to political instability since 2011, GDP growth has averaged 2 %. However, after several years of
sluggish growth, there are some reasons for optimism. Three reasons explain this newfound expectation
of economic recovery. First, the flotation of the Egyptian pound lifted a major constraint on foreign
currency liquidity and reined in the black market for foreign currency. Second, fiscal reforms have helped
bring public finances under control. Third, the accelerated development of Egypt’s gas reserves, including
the giant Zohr field, will likely improve the trade deficit and ensure domestic supply of energy for the next
10 years, with potential for a lucrative export market in the future 35.
Subsidy reforms are key to the government’s attempts to cut back on public spending. Successive Egyptian
governments have attempted subsidy reform, albeit with limited success. In a developing country such as
Egypt, subsidies are a key policy tool that acts as a social safety net to support low-income households,
thereby helping to maintain political stability. Energy subsidies make up 73 % of all subsidies,
approximately 21 % of Egypt’s total budget 36. In theory, energy subsidies are designed to support the poor,
but in reality, they also end up supporting households with higher incomes, as these families tend to
consume more energy per capita 37.
Over the past two years, the government has made substantial cuts to subsidies. Since 2014, energy prices
have increased by up to 50 % as part of the deal with the IMF 38. Prices of gasoline, gas and electricity for
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domestic and industrial consumption have all increased. In addition, domestic water tariffs have also
increased by up to 50 % 39. These price hikes, combined with lower global oil prices, have helped the
Egyptian government lower spending on subsidies.

2.2

...But with negative consequences

An unfortunate consequence of the ongoing reforms is the increased economic hardship they place on
the majority of Egypt’s population. While floating the Egyptian pound did entice the return of some foreign
investment, at the same time the currency lost more than half its value, sharply driving up the cost of living
as prices for fuel, food and public utilities reached unprecedented levels. July 2017 saw the annual inflation
rate rise to a record 34.2 %, with transportation costs rising by 36.7 %, healthcare by 24 % and food and
beverage costs by 43 %. 40 The inflation rate has since dropped to 26 %, but the combination of high
inflation with the 14 % value-added tax (VAT), common goods have become increasingly unaffordable for
poor Egyptians 41.
Egypt’s Central Bank is fully aware of the economic consequences of the flotation and the austerity
measures and has raised interest rates to combat higher inflation rates. However, this may not offset the
financial hardship that most Egyptians will face over the next few years. The combination of the VAT, the
flotation and cuts in subsides are hitting the most socio-economically disadvantaged segments of society
hard.
To alleviate some of these pressures and to maintain stability, the government has earmarked
USD 18 billion in the recent 2017/18 budget for subsidies 42. In the long term, the government views the
removal of subsidies as a necessary measure to allow the economy to recover, but it also remains wary of
public protests that might arise in opposition to this measure. The government has tightened eligibility
rules for food subsidy cards, and at the same time has increased rations for remaining subsidy cardholders,
an effort to cushion the most vulnerable against soaring prices 43. Fearing social unrest, the government
also partially reversed an earlier decision to lower subsidies on bread 44. This subsidy is a potentially
explosive issue, as bread is a key food staple in Egypt, and cuts to this subsidy directly affects millions of
people.

2.3

Inequality of economic opportunities

Due to the economic favouritism that has benefited Egyptian elites over the years, the wealth inequality
gap is significant and continues to grow. According to a recent study conducted by the French Institute for
International and Strategic Affairs (IRIS), the wealth inequality present in Egypt places it as the ‘eighthworst country in terms of wealth distribution’ 45. Furthermore, ‘In 2014, the richest 1 % of Egyptians owned
half of the wealth of all Egyptians, up from one-third in 2000’ 46.
As previously outlined, subsidy reform and the flotation of the pound have significantly decreased the
purchasing power of poorer Egyptians. Even if the economy absorbs the initial price hikes that occurred
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because of inflationary pressures, the next round of subsidy cuts is likely to affect Egyptians once again as
food prices rise, despite predictions that inflation rates will decrease in 2018 47. The improvement of
macroeconomic indicators does show some promise, as the austerity measures have facilitated the
economy’s rebound; however, this does not help Egyptians provide for their families in the short term.
An examination of the wealth disparity in Egyptian society reveals how two key variables preserve
inequalities of opportunity in relation to either education or employment. A study by the European Bank
for Reconstruction and Development (EBRD) showed that the socio-economic parental background and
geographic difference — urban versus rural — contributed to inequality of opportunity, and thus wealth
inequality, in Egypt in the pre- and post-2011 periods 48.

2.4

Failure of traditional revenue streams

Since 2011, the failure of Egypt to attract foreign investment has seriously inhibited economic growth.
Fears of political instability and a government crackdown on political dissidents drove down tourist
numbers, one of the Egyptian economy’s main revenue streams. An ambitious plan to expand the Suez
Canal — another major source of income for Egypt — has yet to generate the high increases in revenue
promised by the government, despite the billions of dollars invested in the project 49. The case of the canal’s
expansion and rapid completion at the president’s behest provided an alarming example of foreign aid
and loans being allocated to grand projects that have strong political connotations but are to yield their
intended economic results. Consequently, projects like the Suez expansion do little in the short term to
improve the health of the economy.
The plan to build a new administrative capital — at an estimated cost of USD 300 billion 50 — unveiled at
the Sharm el-Sheikh investment conference in 2015, provides another case in point51. More than two years
after the conference, the project has faced some challenges, with disagreements between the Egyptian
army and some of the developers. Work on the new capital is progressing but debate continues as to
whether such a capital is needed, or whether Egypt would be better served by improving the existing
infrastructure of the current capital and directing resources to much-needed investments in education and
healthcare 52.
Growing trade deficits have also contributed to the Egyptian economy’s sluggish growth. While the
country was undergoing a political transition, exports declined and the import bill increased substantially.
As part of the IMF loan agreement, the government enacted a substantial tariff system to drive down
imports and to encourage the population to depend more on locally sourced products. So far, these
measures have proven beneficial as the trade deficit fell 26 % in the 2016/2017 fiscal year, bringing it to its
lowest level in five years53. Additionally, in the same fiscal period, imports decreased 14 % and exports grew
10 %, thanks in part to a renewed global interest in Egyptian agricultural products and the floatation of the
currency 54.

‘Inflationary Pressures Falling Down: EFG-Hermes’, Daily News Egypt, 12 April 2017.
https://dailynewsegypt.com/2017/04/12/621924/
48
European Bank of Reconstruction and Development, ‘Transition Report 2016-2017’, 4 November 2016.
http://www.ebrd.com/transition-report
49
Ismael El-Kholy, ‘One year on, are ‘new’ Suez Canal revenues sinking?’ Al-Monitor, 10 August 2016. http://www.almonitor.com/pulse/en_US/originals/2016/08/egypt-suez-canal-expansion-project-anniversary-revenue.html
50
Eric Knecht, ‘Egypt’s Capital Project Hits Latest Snag as Chinese Pull Out’, Reuters, 8 February 2017.
51
Jack Shenker, ‘Sharm el Sheikh Rumbles with Grand Promises of the International Elite’, The Guardian, 15 March 2015.
52
Khaled Fahmy, Chasing Mirages in the Desert, Cairo Observer, 14 March 2015.
http://cairobserver.com/post/113543612414/chasing-mirages-in-the-desert#.VyhJSZN96uU
53
Ahmed Feteha, ‘Egypt Budget Deficit Hits 5-Year Low After Cost-Cutting Measures’, Bloomberg, 8 August 2017.
https://www.bloomberg.com/news/articles/2017-08-08/egypt-budget-deficit-hits-5-year-low-after-cost-cutting-measures
54
Eric Knecht, ‘Egypt Agricultural Exports Up 12.1 pct in First Half 2017’, Reuters, 19 July 2017.
http://www.reuters.com/article/egypt-exports-idUSL5N1KA4J1
47

16

A stable Egypt for a stable region: Socio-economic challenges and prospects

Another ongoing challenge is the existence of the ‘grey economy,’ or the informal small businesses that
contribute to the economy yet fly under the radar of bureaucrats, regulators and tax collectors. Red tape
helps keep these businesses in the shadows, where their potential tax-revenue contributions are entirely
lost to the state – one estimate, by the African Development Bank, placed anywhere from 37 % to 68 % of
the economy in the informal sector 55. One area for relatively easy gains is thus reforming Egypt’s arcane
rules for business registration, making the costs of taxation and registration a worthwhile trade for informal
businessmen to be secure in their property rights. Currently, Egypt ranks 128 out of 190 in the World Bank’s
Ease of Doing Business ranking. 56

2.5

Economic role of the military

The private sector is key to any long-term reform plans, but increasingly finds itself in economic
competition with the military. Historically, the military has participated in many economic activities,
exhibiting a near monopoly in some commercial enterprises. Since 2011, the military has deepened its
involvement in the economy, announcing its participation in several ventures in which it has secured
contracts with the government or which it plans to launch itself. These include activities as diverse as
cement production, the supply of medical items to hospitals, the establishment of fish farms and the
manufacture of water meters 57. In 2015, President el-Sisi issued a law that allows the military to set up
companies with the participation of domestic or foreign capital 58. The military enjoys special standing in
the economy primarily because of its ability to keep the cost of production low — as unpaid conscripts are
used as workers59 —, which makes it challenging for private businesses to compete. The French think tank
IRIS postulates that:
The primary objective of the military-led government is the consolidation of political
space and particularly, the economy. Egyptian businesses face growing competition
from military owned companies who are expanding and consolidating control over
sectors of the economy. The production, manufacture and sale of food is particularly
experiencing this impact. The livelihood-focused development strategies of
international donors and NGOs will be challenged by these contradicting economic and
power shifts, which will compete with private enterprise and could hinder project
implementation, leading to static or worsening employment and poverty indicators 60.
Although economic reforms will renew foreign investment in Egypt, they fall short of engaging with the
structural problems affecting the economy, which inhibit entrepreneurship and the development of the
private sector. The military’s control over the Egyptian economy and polity will remain a fundamental
problem that fosters corruption and cronyism if the government does not enact policy that encourages
entrepreneurship, the growth of small and medium-sized enterprises (SMEs) and an inclusive economy
that spurs the participation of everyone, not just certain segments of society.
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2.6

A job market that disadvantages women

Another point of concern regarding the Egyptian labour market is the consistently low level of female
participation in the work force. Over the past 30 years, female labour participation has increased annually
at the paltry rate of 0.17 % 61. The highest rate of female employment occurred in 2007, pre-Arab Spring,
when only 19 % of Egyptian women looking for work could not find a job 62. In Egypt today, about 24 % of
women in the labour force remain unemployed, a figure that is likely to rise as more government positions
are cut63. In the Global Gender Gap Report (2016), Egypt ranks 132 (out of 144 countries) in equality of
economic participation and opportunity 64. Figure 4 highlights Egypt’s global ranking in key gender
indicators 65.

Figure 4: Egypt gender economic score card
Egyptian women are also paid less than Egyptian men for the same work, with the wage gap between men
and women sitting at 22 % 66. Egyptian women also tend to find work in gendered, low-paying jobs, often
based in the informal sector with limited protections67. According to CAPMAS, the industries that currently
employ a majority of Egyptian women are the agricultural (38.4 %), educational (20.5 %), health and social
services (8.5 %) sectors 68. This demonstrates a major lack of diversification of jobs for women, which alludes
to the overarching theme of Egypt’s economy: inequality of opportunity.
Women’s lack of participation in the labour market is directly correlated to the country’s explosive
population growth. The World Bank suggests that the atypical increase in fertility rates that Egypt is
experiencing is partially driven by higher female unemployment: as women are unable to find jobs, many
choose to marry and reproduce at an early age 69.
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2.7

Youth unemployment

According to the International Labour Organization (ILO), 31.3 % of Egypt’s youth (aged 15-24) remain
unemployed 70. There are multiple factors contributing to youth unemployment. With the cutbacks in the
public sector, the private sector has not been able to absorb the new entrants to the job market. This has
created a manifestation of the ‘luxury unemployment’ phenomenon, in which the cohort of university
graduates experiences a higher rate of unemployment than other less educated cohorts as many of these
unemployed graduates choose not to work in jobs outside of their area of education 71. The ILO conducted
a labour survey in 2014 which found that 30 % of unemployed youth refused a job because they felt it ‘did
not match their level of qualification’ 72.
In addition, there is a clear education-occupation mismatch. The education system, with its multiple legacy
issues previously outlined, has not properly prepared graduates for the 21st century job market. The
protests by Masters and PhD holders throughout the past decade to gain employment in the public sector
is a clear indicator of the education-occupation mismatch 73. These highly educated graduates, having
received government funding to attain higher degrees, are not able to find jobs 74. The lack of job
opportunities has contributed to a brain-drain, which has led the rate of Egyptians legally migrating or
emigrating to rise sharply since 2011 75. As Egyptian youth find themselves increasingly economically
disadvantaged, they are also becoming increasingly politically disenfranchised.
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3

Section three: Political and security challenges

3.1

Resurgent authoritarianism

Egypt’s political transition since 2011 has been more turbulent than its economic one. The January 25th
uprising raised the aspirations of millions of Egyptians, but due to domestic, regional and international
dynamics, these aspirations remain unmet. Mohammed Morsi, Egypt’s first (albeit brief) democratically
elected head of state, failed to demonstrate his ability to lead effectively. He did not govern by consensus,
reneged on many of his promises, and issued presidential decrees giving him wider powers and shielding
his decisions from the High Court76. Elements of the ancien regime (including business elites as well as
current and ex-government officials), supported by regional powers harnessed the discontent against
Morsi’s rule. This led to his ouster in a 2013 coup that was backed by wide segments of society. President
el-Sisi was elected in 2014 with a promise of economic prosperity and security. So far, he has yet to deliver
on either front.
Under el-Sisi’s rule, there has been an increase in repressive measures that the Economist described as
‘worse than [under] Mubarak’ 77. Thousands remain incarcerated with minimal due process or legal
protections, including many youth activists who were at the forefront of the 2011 uprising. A 2015 report
from Amnesty International argued that Egypt’s 2011’s ‘Generation Protest’ had become 2015’s
‘Generation Jail’ 78. Human Rights Watch reported in 2015 that significant numbers of those jailed since the
uprising have died in custody. Most of these deaths occurred under dubious circumstances and Egyptian
jails are ‘bursting at the seams’ as a result of the widespread government crackdown on political dissent 79.

3.2

Attacks on freedom of expression

The el-Sisi government sought to re-establish control over the public sphere through the curtailment of
press freedoms and the suppression of civil society groups. These attempts to regain control after the 2011
uprising started during the Morsi era and contributed to the public’s growing disapproval of his
administration. After Morsi assumed office, contrary to his campaign promises, additional controls were
placed on mainstream media, as the Morsi government decided to retain 70 legal articles from the Mubarak
era that were used to suppress the media 80.
President el-Sisi went even further in 2016, signing into law a new media regulatory framework that created
three government-dominated supervisory bodies with sweeping powers over content and licensing, while
providing few protections for the press 81. The president was brutally honest about his opinion on
alternative political views. In a televised speech in 2016, he clearly stated: ‘Don’t listen to anyone but me’ 82.
In a 2016 report on press freedom, the Egyptian NGO Association for Freedom of Thought and Expression
(AFTE) reported 438 incidents of abuse against journalists, including judicial action, detention, physical
76
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assault, unfair dismissal, censorship, security raids, closure and travel bans 83. The Committee to Protect
Journalists (CPJ) ranked Egypt third globally for its rate of jailing journalists, behind only China and
Turkey84. Since the 2011 protests, the imprisonment of journalists continues to rise in Egypt (see figure 5) 85.
As of 1 December 2016, CPJ reported the known imprisonment of 25 journalists in Egypt, with the actual
number probably much higher 86.

Figure 5: Journalists imprisoned in Egypt
The 2011 uprising was strongly supported by online activism and organisation, so it is no wonder that a
key aspect of the government’s efforts to re-establish control has been digital censorship. In an attempt to
eliminate the country’s last remaining sources of criticism and free expression, more than 40 websites were
blocked throughout 2017 after being accused of illegal activity87. No evidence was given for such illegal
activities, merely claims that they contain content that ‘supports extremism, terrorism and the spread of
lies’ 88. After Human Rights Watch issued a report in September 2017 arguing that torture has become
standardised practice under the el-Sisi presidency, the government blocked their website, bringing the
total number of blocked websites since el-Sisi assumed the presidency to 424 so far 89.

3.3

Strangling civil society

A new law drafted by the Egyptian parliament effectively inhibited the work of Egyptian NGOs by
subjecting their work and funding to government control and, ultimately, the security apparatus 90. The
legislation was debated behind closed doors and signed into law in November 2016 91. The law was
designed to formally legislate the crackdown on local and international NGOs operating in Egypt since
2011. In 2011, the security forces raided the offices of American and European NGOs, confiscating their
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equipment, documents and cash. In 2013, 43 NGO employees including foreign nationals were convicted
of operating illegal organisations and accepting foreign funding 92.
Egyptian NGOs did not fare much better. In 2016 alone, the government ordered the freezing of assets of
three human rights centres, CIHRS, the Hisham Mubarak Law Center and the Egyptian Centre on the Right
to Education. In addition, five leading human rights lawyers found their personal bank accounts frozen 93.
As a result of draconian legislative measures, the Egyptian government has tightened its control over the
public sphere from the outset of the 2011 uprisings. In post-2011 Egypt, despite flirtations with democracy,
the loosening of restrictive security measures and the advancement of human rights and the rule of law,
the current government restored the repressive measures of older regimes, harkening back to the days
before 2011. In some cases, as demonstrated by the widespread arrests, imprisonment and torture of
political dissidents, these measures are even more oppressive, because the government views these
measures as necessary to prevent the emergence of a new, potentially threatening protest movement.

3.4

Lack of avenues for formal participation in politics

The authoritarianism of successive Egyptian regimes since 1952 has curtailed political participation over
generations. After decades of minimal access to formal politics, the 2011 uprising provided a historic
opportunity for Egyptians to engage in the political process. Egyptians have gone to the polls a record
seven times since 2011, including for the 2011 Constitutional Referendum, the 2011/12 Parliamentary
Elections, the 2012 Presidential Elections, the 2012 Constitutional Referendum, the 2014 Constitutional
Referendum, the 2014 Presidential Elections and finally, the 2015 Parliamentary Elections.
However, the lack of impartial political institutions and oversight has meant that many of these elections
have been superficial exercises at best. The first of these, the 2011 Constitutional Referendum, witnessed
the highest voter turnout in the history of Egypt at 42 %. The 2012 Presidential Elections also witnessed
high voting numbers, however once Morsi assumed power, rates of participation started to decline, and
the 2012 Constitutional Referendum saw a significantly lower participation rate of 32.9 % 94. After the 2013
coup and the 2014 Presidential Election — which el-Sisi won by 96 %, a staggering number reminiscent of
the Mubarak era — participation rates plummeted further. The turnout for the 2015 Parliamentary
elections was abysmal at 26.7 % 95. The current Parliament has not been able to represent the people as a
real parliament should. For example, despite overwhelming public opposition, the Egyptian parliament
rubber-stamped President Sisi’s decision to transfer Egyptian sovereignty over the Islands of Tiran and
Sanafir to Saudi Arabia 96.

3.5

Stuck between a rock and a hard place

Egyptians, particularly the youth, have lost faith and become disillusioned with the idea of engagement in
the political process. The extreme polarisation in Egypt’s politics has also exacerbated this disillusionment.
After the political opening the country witnessed since 2011, only the Islamists, with their well-developed
organisational capacity spread across Egypt, were able to take advantage of this political opportunity.
Empirical research shows that Islamist groups had been able to court support and integrate themselves
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within local communities by providing services, filling the vacuum created by poor public services and
weak state capacity 97.
Political parties allied with the government and the military were seemingly the only other alternative.
Robert Springborg argues that the struggle between incumbent Egyptian regimes and the Muslim
Brotherhood goes all the way back to King Farouq’s era (1936-1952), and that politics post-2011 is simply
the most recent iteration of this struggle 98. The unfortunate result is that the Egyptian people now find
themselves wedged between military and religious authoritarianism, with few options between.

3.6

The ticking time bomb

The combination of political disenfranchisement with a lack of social justice and economic opportunities
during a time of explosive population growth is a ticking time bomb99. Egypt’s youth represent an
opportunity that, if not harnessed through inclusive growth, meaningful job opportunities, and social
engagement, is likely to have adverse security ramifications, not only for Egypt, but also for the region. The
increased socio-economic and political marginalisation that follows will likely contribute to social unrest,
illegal migration and radicalisation.
From a security perspective, economic grievances among the youth increase the likelihood of youth
participating in street protests or violent extremism. Henrik Urdal of the Peace Research Institute Oslo
(PRIO) argues that ‘[w]hen youth make up more than 35 % of the adult population, which is evident in
many developing countries, the risk of armed conflict is 150 % higher than in countries with an age
structure similar to most developed countries’ 100. A number of recent studies suggest that youth
unemployment in Muslim countries can be a predictor of radicalisation 101. Whether for socio-economic or
political reasons, many youths from Islamist groups have joined the Islamist insurgency that started in
Sinai, but gradually spread across the country.

3.7

An islamist insurgency

The state’s crackdown on the Muslim Brotherhood has decimated the ranks of the movement, and it has
also splintered it into competing factions. There are clear divisions within the organisation, especially
regarding the use of violence. Two distinct camps have emerged: one that advocates peaceful methods
above all, and another that argues that democratic and peaceful approaches do not work, engaging in
terrorist acts against the state and the population as a result. A generational divide within the organisation
also exists. Islamist youth, disillusioned with the political transition since 2011 — especially after the Raba’a
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Massacre 102 — have viewed violence as a more effective means of achieving their demands, more so than
their elders’ efforts to engage with the government, despite its crackdown 103.
Attacks have multiplied not only in Sinai, but also across the country. The government accused youth with
alleged ties to the Muslim Brotherhood of carrying out the assassination of Hesham Barakat, Egypt’s
prosecutor general in 2015 104. The Coptic Christian community in Egypt has also borne the brunt of the
many terrorist attacks that have occurred since 2013. The Islamists perceive the Coptic community as a
strong component of the 2013 coalition that ousted Morsi, and thus they have become a target of not only
the Islamist insurgency in Egypt, but also of the so-called Islamic State (IS) 105.
In Sinai, the IS-allied Ansar Beit al-Maqdis group (ABM) have carried out numerous attacks on security
forces. Sinai has long been a fertile ground for extremist groups to grow and operate, partly due to the
government’s neglect in developing the region and its inability to fully police the area’s rugged terrain.
The security services treat the Bedouin who live in Sinai as part of the security threat, which is consistent
with the government’s long history of treating the symptoms of terrorism, not the underlying causes 106. So
far, the government’s counter-insurgency strategy has not succeeded in eliminating the insurgency in the
Sinai 107.
The Bedouin living in Sinai have suffered under the government’s security crackdowns, which amount to
collective punishment for their community. Unsurprisingly, this instilled a great sense of resentment in the
Bedouin focused on the government, which continues to bombard their lands as part of a failed security
strategy. With regards to the Muslim Brotherhood and ABM, these groups and the Egyptian state have
adopted a zero-sum approach, which does not offer any realistic way to end the impasse and continues to
breed a cycle of violence and counter-violence with no end in sight 108.
The insurgency not only has security consequences, but economic ones as well. Tourism, a key source of
foreign currency earnings, has been affected as visitors are deterred by fears of terrorism and instability.
International governments have issued travel warnings advising citizens to reconsider travel to Egypt,
particularly North Sinai, which directly affects tourist arrivals 109. The number of tourists coming to Egypt’s
pristine beaches and archaeological sites stood at 9.3 million in 2015, compared with more than
14.7 million in 2010 110. Tourism’s contribution to GDP has dropped more than half from 7.7 % in 2010 to
3.2 % in 2016.
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Should the number of tourists visiting Egypt continue to decline, the economy will suffer. The current
security policy does not properly handle the growing threat of terrorism in Sinai. A new approach will
require an emphasis on development projects for economically distressed parts of the country that
continue to serve as a base of recruitment for terrorist groups. Of course, this policy shift will not create
positive results overnight, but it will gradually address one of the main causes of the deteriorating security
situation in Egypt, economic instability. From security to the political environment, the main issues that are
likely to destabilise Egypt in the future stem from socio-economic problems. Unfortunately, the
government’s heavy-handed security approach does little to address these issues. Environmental and
resource challenges will further exacerbate those issues.
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4

Section four: Environment and resource challenges

Egypt’s landmass is predominantly made up of desert, arid and semi-arid rangelands that can be divided
into four main regions: The Nile Valley and Delta, Western Desert, Eastern Desert and the Sinai Peninsula.
Egypt does not receive regular rainfall and annual rainfall ranges from a maximum of about 200 mm in the
northern coastal region to a minimum of nearly zero in the south, with an annual average of 51 mm. This
means that the country is highly dependent on the Nile for its supply of water, with an estimated 95 % of
water resources coming from the river.
Egyptian agricultural production comes from three main zones: 1) ancient irrigated land with an area of
2.3 million hectares lying in the Nile Valley and Delta with most of the state’s fertile soils; 2) newly reclaimed
land (0.8 million hectares including sandy and calcareous soils poor in organic matter and macro-and
micronutrients); 3) a rain-fed area of about 0.1 million hectares of sandy soil located in the Northwest Coast
and North Sinai 111. The Nile Delta produces the bulk of Egypt’s domestic agriculture. Overall, the agriculture
sector in Egypt accounts for 20 % of the Gross Domestic Product, 34 % of total exports and provides jobs
for 32 % of the total labour force 112.
The Egyptian coastlines stretch over 3 500 km, of which 1 200 km run along the Mediterranean Sea,
extending from Saloum in the West, to Rafah in the East. Egypt’s Red Sea coast and the Gulfs of Suez and
Aqaba stretch over 2 300 km. Approximately 15 % of the total population of Egypt lives in these coastal
areas, as well as key economic, industrial and agricultural activities 113. Noting the geography of Egypt and
the economy’s dependence on agriculture, there are a number of challenges to Egypt’s environment and
resources.

4.1

Pressure on water resources

Egypt’s water supply is limited and is projected to come under ever-greater stress due to a number of
factors. First, population increases will mean less available fresh water per capita. Second, inefficient use of
water for agricultural production, especially by small farms with inadequate infrastructure in smaller plots,
creates more instances of water waste. Third, an increased production of sewage and untreated industrial
waste will lead to a continued deterioration in water quality 114. Fourth, higher temperatures and lower
rainfall anticipated as effects of climate change will require increased agricultural irrigation 115. All of these
factors will contribute to greater costs for the state and a larger burden on the economy as a result of
necessary infrastructure upgrades for agricultural and water delivery systems.
In addition, the Ethiopian Renaissance Dam — currently under construction — will have an impact on
available water supplies flowing into Egypt. Egypt’s current share of water from the Nile River is
approximately 55.5 billion m3, which is predominantly used for agriculture (approximately 85.6 %). While
there are no conclusive studies on the exact impact of the dam on Egypt’s water supplies, some estimates
show that water supply may decline by 25 % 116. This will have an impact on electricity production from the
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Aswan High Dam and on Egypt’s overall agricultural production and food security 117. Decreased water
supplies from the Nile will have an impact on cultivatable land, and will lead to the end of many of the land
reclamation projects that the government is currently undertaking 118. Should the effects of the dam not be
mitigated and negotiations between Egypt and Ethiopia break down, there is a potential for conflict
between the two nations in the next 10 years. 119

4.2

Increased energy needs

Figure 6: Types of energy powering Egypt
Egypt is highly reliant on petrochemicals for its energy needs. Figure 6 shows Egypt’s current energy mix,
with 88 % coming from oil and gas, and the balance coming from renewable power sources including
hydro, wind and solar 120. As the population grows, the demand for energy continues to increase even as
energy from existing sources becomes scarcer, necessitating the creation of more sustainable sources of
energy. Historically, energy prices have been subsidised, which has not encouraged efficiency or
conservation.
Continued population growth and increased energy needs have led to shortages in domestic gas supplies,
which has forced the government to increase its imports and to substitute fuel oil for gas to power Egypt’s
steam turbine power plants 121. At the end of 2017, Egypt started production at the Zohr gas field with the
aim that it will help stabilise the country’s energy market. With the injection of liquefied natural gas (LNG)
from the Zohr field into the domestic market, Egypt hopes to eventually cease energy imports and become
a net exporter by 2020 122.
Hoping to develop alternative forms of energy, Egypt is seeking to develop its nuclear energy capabilities
for a nuclear reactor that will be built by the Russian Federation. The government would also like to
increase solar energy operations throughout the country. Doing so will not only reduce air pollution and
improve air quality, but it will also facilitate domestic consumers’ pivot away from fuel. Although the
government has set an ambitious goal in seeking to expand renewable energy sources to provide 20 % of
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the state’s electricity by 2022, this plan remains achievable if the government can incentivise consumers
to harness solar energy 123. Due to the growing population, Egypt continues to suffer through an energy
shortage, which at times results in blackouts, particularly in the summer months 124. Turning to alternative
sources of energy will help satisfy Egypt’s increasing energy demands. Increased investments in solar
power will not resolve all of Egypt’s energy and fiscal concerns, but it will certainly help in diversifying
sources of energy and mitigating some of the impacts of climate change.

4.3

Climate change

Over the next five decades, Egypt will feel the impact of climate change. The effects will likely include
higher temperatures, changes in rain patterns, higher sea levels and potential increases in catastrophic
weather events, which create significant threats to communities and the agricultural sector.

Figure 7: Forecasted flood zones of Nile Delta
Of Egypt’s coastal areas, the Nile Delta is the region most critically threatened by rising sea levels, as it is
only about 1 meter above current sea levels. The northern third of the delta is sinking at a rate of about
4 to 8 mm per year due to compaction of strata underlying the plain, seismic motion, and the lack of
sufficient new sediment to re-nourish the lands being currently eroded by Mediterranean coastal
currents 125. Figure 7 highlights the predicted inundation of the Nile Delta by rising sea levels by 2060
should no protective measures be undertaken 126.
The Nile Delta is the most fertile area in Egypt and a major source of its food production. The UNDP projects
that the inundation of the Nile Delta and subsequent decrease in agricultural production will have a dual
negative impact, first on food supplies and secondarily on employment in the agricultural sector. Lower
food production would have implications for both the health and well-being of communities (malnutrition)

Andrew Burger, ‘Egypt’s Renewable Energy Drive Gains Steam’, Renewable Energy World, 9 June 2015.
http://www.renewableenergyworld.com/articles/2015/06/egypt-s-renewable-energy-drive-gains-steam.html
124
Burger, ‘Egypt’s Renewable Energy Drive Gains Steam’.
125
Jean-Daniel Stanley and Pablo Clemente, ‘Looming Crisis of the Much-Decreased Fresh-Water Supply to Egypt’s Nile Delta’,
GSA Release no. 17-11, Geological Society of America, 13 March 2017.
http://www.geosociety.org/GSA/News/Releases/GSA/News/pr/2017/17-11.aspx
126
David Tresilian, ‘Egypt and Climate Change’, al-Ahram Weekly, 13 April 2014. http://weekly.ahram.org.eg/News/6060.aspx
123

28

A stable Egypt for a stable region: Socio-economic challenges and prospects

and in turn, become a catalyst for poverty and social unrest 127. Should flooding occur in the Nile Delta,
entire communities could be displaced, with extensive loss of property.
In a recent study, CAPMAS projections show that Egypt will face a decline in the productivity of key
agricultural crops over the next 10 years due to climate change. The study is based on modelling done
between 2014/15 and 2024/25 and assumes temperature increases of 1-2 degrees Celsius 128. The decline
in wheat production is particularly alarming, as it is a key staple that has direct ramifications for social
stability, as bread is a key food source for millions of Egyptians. By some estimates, Egypt is already the
largest importer of wheat in the world 129. While the government has plans to increase its wheat production,
CAPMAS data predicts that climate change will become a major obstacle towards that goal 130.
In addition to the adverse effects of terrorism on the tourism industry, in the long term climate change
poses an even greater threat to the tourism industry. Already, research focusing on Egypt’s economic
vulnerability to climate change shows a negative impact on tourism revenues by 2030 131. As tourism
revenues decrease, the job market and the economy will suffer. The symptoms of climate change also
threaten many historical and natural treasures. Rising sea levels could threaten antiquities and the many
popular beaches along the Mediterranean and Egypt’s Red Sea coast. Pristine beaches along the coast will
be inundated and shorelines submerged if sea levels continue to rise.
Rising temperatures will adversely affect coral reefs, which attract divers and snorkelers from across the
globe, representing a major contribution to the Egyptian tourism industry 132. The Red Sea is considered
one of the most bio-diverse reefs in the world, and while the Egyptian Red Sea has not shown significant
signs of coral bleaching thus far, there have been two bleaching events along the Saudi Arabian coastline
in the last decade due to high levels of pollution 133. Finally, rising temperatures across the country will make
Egypt a less attractive tourist destination. The effects of climate change on tourism are already visible in
tourist destinations like Alexandria on the Mediterranean coast 134.
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4.4

Pollution

The combination of climate change, a growing population and industrial projects is likely to make air
quality worse. According to the WHO, Egypt, especially the greater Cairo area, experiences some of the
worst pollution on the planet 135. The World Bank notes that Egypt’s air quality has worsened since 1992 136.
In addition, the Nile has increasingly become more polluted, creating health problems for Egyptians that
live along the river and for farmers that depend on it as a major element of their economic well-being137.
Higher pollution levels will produce a negative economic impact, as it will put the public health system
under further strain. According to a report by the World Bank, the economic cost of air pollution on the
economy has nearly doubled since the last comprehensive report in 1990, with annual total welfare losses
estimated at USD 17 billion or 3.5 % of Egypt’s GDP 138. According to the WHO, air pollution in Egypt and
the MENA region exceeds the global average 139. Government policy that prevents further stress on the
economy because of health issues associated with pollution should be a key priority.
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Part Two

1 Section one: EU - Egypt relations
1.1

Background

Over the past six decades, Egypt and Europe have sought to develop stronger economic and political ties.
Beginning in the 1970s, Egypt negotiated preferential access to EU markets through bilateral cooperation
and the generalised system of preferences (GSP). The agreement was a starting point in formalising
economic ties and established a precedent for trade liberalisation and market access between both
parties 140. In 1995, the Euro-Mediterranean Conference launched the Barcelona Process (also known as the
Euro-Mediterranean Partnership or EMP), which was a turning point between the EU and the Southern
Mediterranean countries, including Egypt. The EMP’s ambitions transcended a narrow focus on economic
ties and included substantial objectives such as political stability, stronger cultural ties and environmental
protections141.
The 2001 Association Agreement, which entered into force in 2004, forms the legal basis of Egypt-EU
relations. The agreement included provisions for the gradual elimination of industrial tariffs and the
removal of non-tariff barriers. The EU-Egypt Action Plan adopted in 2007 complemented the Association
Agreement and provided a framework for cooperation between both parties with a focus on supporting
political reform and good governance, competitiveness, productivity and the socioeconomic sustainability
of the development process 142.
Most of the relationships between Egypt and European countries pre-2011 were primarily based on the
personal friendships ex-President Hosni Mubarak had developed with various European leaders, including
German chancellors Helmut Kohl and Gerhard Schröder, and French presidents François Mitterrand and
Jacques Chirac 143. These friendships, grounded in political and economic realpolitik, drove the European
approach towards Egypt prior to the 2011 uprising. European leaders relied on their personal relationships
and direct contact with Mubarak to further the economic and security interests of their respective
countries 144. Political reform was paid lip service, but was largely kept in the background, as cooperation
focused on economic and security objectives.

1.2

2011-2013: Stability versus democracy dilemma

While the 2011 uprising was unfolding in Egypt, EU officials were initially hesitant to side with protesters.
Initial statements did not demand the removal of Mubarak, but called on the government to stop using
violence against protesters 145. Some European leaders initially voiced their support for Mubarak; however,
the events of the Arab uprisings initially encouraged a rethink of the European approach 146. Alan Juppe,
the French Foreign Minister at the time said:
140
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‘We should recognise that for us, the Arab Spring came as a surprise. For too long, we
believed that authoritarian regimes were the only pillars of resistance against extremism
in the Arab world. For too long, we brandished the pretext of the Islamist threat, to justify
a level of complacency towards governments flouting freedom and holding back the
development of their countries’.
After the ouster of Mubarak, and at the request of Egyptian officials, the EU froze formal dialogue with
Egypt. After then-President Morsi visited Brussels in September 2012, the EU-Egypt Task Force was formed
and its first meeting was held in Cairo in November 2012 147. The Task Force, the third of its kind in the
region, was set up to address political and economic challenges in Egypt’s post-2011 transition 148.
Recognising that the 2011 uprising was a potentially transformative historical juncture, the EU sought to
support Egyptian civil society via a number of grants and promised to increase its programmatic
assistance 149. Despite the EU’s willingness to support a democratic transition through financial aid
packages, the Egyptian authorities during the Morsi era resisted EU political initiatives like the monitoring
of parliamentary and presidential elections 150. The relationship with the EU began to sour when Morsi
passed a controversial constitutional declaration in November 2012, which expanded his powers as
president 151. The ENP Report in 2013 noted that while some progress was made, there were a series of
setbacks in the ongoing transition 152.
After the 2013 coup, the EU voiced strong condemnation of political violence in Egypt, but fell short of
identifying it as a coup. EU assistance was suspended, except for activities that supported vulnerable
groups, especially in rural areas and the informal sector 153. Post-2013 Egypt presented another example of
the stability-versus-democracy dilemma that Europe has faced with its southern neighbours for decades.
To European policy makers there are two, often conflicting, goals when it comes to North Africa:
‘One is the need to promote good governance, which is considered part of a long-term
solution to many soft economic, social, and demographic security threats. The other is the
need to simultaneously preserve the political stability of many authoritarian regimes
because of their moderate foreign policy outlook, their strategic and geopolitical
significance, their cooperation with many European countries in fighting terrorism and
limiting illegal migration, and because of the EU’s need to secure energy routes from North
Africa and keep oil and gas prices stable’ 154.
Tunisia aside, developments in the region after 2011 did not encourage the EU to continue its short-lived
support for democratic reform and good governance. The 2013 coup in Egypt, the Syrian civil war and the
rise of IS, the migration crisis and the havoc it inflicted on European politics together forced a re-think of
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Europe’s approach. The new European Neighbourhood Policy (ENP), revised in November 2015, took a
different approach to its political priorities, especially towards North Africa. The new ENP acknowledged
the importance of sustained efforts in support of democracy, human rights, fundamental freedoms and
the rule of law, but aimed to focus on the stabilisation of the partner countries as the main political
priority 155.

1.3

2014 – 2016: Bilateral over EU engagement

After the 2013 coup, the EU-Egypt dialogue remained suspended and the 2007 action plan was extended
to March 2015. Consultations aiming to revive the formal dialogue between the EU and Egypt did not take
place until February and December of 2014 156. After the lull in political relations in 2013 and 2014,
individual European countries resumed their bilateral engagement with Egypt.
In August 2015, then-French President François Hollande attended the inauguration ceremony of the
newly expanded Suez Canal as President el-Sisi’s guest of honour. France also negotiated several lucrative
arms deals with the government 157. In this regard, France did not act alone in embracing el-Sisi; German
and Italian leaders also lauded the ‘strategic partnership’ with Egypt in combating Islamic terrorism by
rewarding the government with valuable trade and energy contracts 158.
The trade deals several European countries negotiated with the post-2013 Egyptian government signalled
a return to the pre-2011 strategy of promoting issues of security and economic interests, over
democratisation, human rights and the rule of law. The International Crisis Group argues that after an initial
period of caution, ‘several member states publicly embraced el-Sisi despite the increase in repressive
measures, judging that the priority was to help strengthen Egypt so it could better withstand domestic and
external turmoil’ 159.

1.4

Italian-Egyptian relations: Zohr, migration and Regeni

Italy and Egypt have also deepened their economic cooperation, especially after the Italian company Eni
made the huge gas discovery of the Zohr field in 2015. However, Italian-Egyptian relations suffered after
the brutal murder of Italian PhD student Giulio Regeni in Cairo in January 2016, particularly as it became
clear that Egyptian state security services had something to do with his disappearance 160. In April 2016,
Italy recalled its ambassador as investigators gathered evidence to support suspicions that Egyptian state
security tortured and subsequently murdered Regeni 161. The European Parliament, which has been
consistent in its condemnation of human rights abuses in Egypt also adopted a strongly worded resolution
on the case of Regini 162.
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Since Regeni’s death no arrests or charges have been filed against the perpetrators of this heinous crime;
however, in August 2017, Italy announced the return of its ambassador to Cairo 163. As a number of Italian
MENA experts have argued, the return of the Italian ambassador and the normalisation of ties underscores
the prioritisation of economic and security cooperation over the support of human rights and the rule of
law 164.

1.5

Looking forward: Partnership priorities 2017-2020

In 2015, the bilateral association agreement structures resumed, with the convening of subcommittees
and the association committee in May 2016. The negotiation of the EU-Egypt partnership priorities within
the framework of the revised ENP was launched in February 2016, with priorities agreed in December 2016
and adopted by the Association Council in July 2017 165. The partnership priorities replace the previous
action plans and are broadly focused on three areas:
1) Sustainable and inclusive economic growth;
2) Stronger partnerships in foreign policy with a focus on stabilisation of the common region; and
3) Enhancing stability and security in Egypt.
In light of the socio-economic and political challenges outlined in part one of this study, it will be
increasingly difficult to execute these partnership priorities. Indeed, EU policy toward Egypt often appears
to simply move from one crisis to another, where Egypt receives increased attention from the EU only when
it faces a serious political or socio-economic crisis. EU policy towards Egypt often lacks consistency due to
an inability to agree on a unanimous approach by member states and difficulties with forecasting
developments or anticipating problems. In addition, many EU initiatives towards Egypt can at times be
merely symbolic and rhetorical, rarely extending beyond courtesy visits, statements and superficial
gestures. This has been seen on occasion in the activities undertaken by the EU towards the governments
of Hosni Mubarak, Mohammed Morsi and Abdel-Fattah el-Sisi 166. It is at the bilateral level that Egypt fully
engages with European countries, and vice versa.
Egyptian policy makers understand the importance of Egypt to the EU in terms of security cooperation and
coordination on illegal migration. In a chaotic southern Mediterranean, Egypt’s relative stability has meant
that EU policy makers have favoured cooperation on economy and security, but less on political issues.
Silence on political matters is seen as a price worth paying in order to keep up Egyptian border control
along the Mediterranean coastline, and to prevent a breakdown of state control that could lead Egypt to
join Syria as a major source of Europe-bound migration, on top of the numbers already headed out from
the Northern end of the Nile Delta.
Egypt’s importance to the EU rests on four main factors that are likely to drive EU-Egypt relations over the
next two decades: concerns over migration across the Mediterranean and the political instability that
drives such movements of people, a shared interest in breaking up terrorist networks that threaten
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European domestic security, and a desire to explore new economic opportunities that can provide for
mutual gains while reducing the potential for unrest in the country.

1.5.1

One: Combating illegal migration

EU officials view Egypt as a ‘first line of defence’ against illegal migration – both in terms of controlling the
flow of migrants into the Mediterranean and in keeping the country from becoming another major source
of migrants 167. Illegal migration is already increasing from Egypt itself, even as migrants from Africa and the
MENA region use Egypt as a transit country 168. In light of the havoc that illegal and irregular migration has
wreaked on European politics, European countries have openly sought Egypt’s help to face the problem.
In August 2017, Egypt and Germany signed a cooperation agreement that deepens cooperation with Egypt
in an effort to stem illegal migration 169.
Egypt promises to fulfil its role in reducing illegal migration conditional on significant economic and
security support from Europe. France, Germany and the UK have all contributed to the strengthening of
the Egyptian navy and its development as a border force in exchange for Egypt’s cooperation against illegal
migration 170. During a 2017 meeting of the EU-Egypt Association Council, both sides declared their
commitment to preventing illegal flows of migrants to Europe 171. As long as Europe continues to provide
economic support to Egypt, el-Sisi will maintain a policy of policing Egypt’s waters to prevent large flows
of migrants bound for Europe. This area of cooperation between Egypt and the EU will likely come under
scrutiny from Egyptian authorities if the EU seeks to influence Egyptian policies related to its human rights
record.
For this reason, the EU has exercised limited leverage over Egypt, because Europe depends on it to prevent
illegal migration. The EU should note, though, that out-migration from Egypt is driven in part by the
country’s economic performance, as well as by heightened levels of political repression that have
convinced many Egyptians that any hope for a brighter future lies on the other side of the Mediterranean.
Paying Egypt to better police its borders will not be sufficient in the long term to stem the flow of people
if abuses of power go unquestioned and the people’s expectations go unmet.

1.5.2

Two: Regional stability

A critical driver of migration across the Mediterranean is the political instability that has affected numerous
countries across the MENA region, undermining border control and producing economic migrants and
refugees seeking a better life across the waters. As a key regional country, member of the Security Council
(2016-2017), host of the Arab League and current holder of the presidency of the Parliamentary Assembly
of the Union for Mediterranean (PA-UfM), Egypt is a major partner in European efforts to negotiate political
settlements in regional conflicts, particularly in neighbouring Libya. With the exception of differences
regarding the Muslim Brotherhood and other Islamist organisations, Egypt maintains reasonably close ties
— at least in terms of security coordination — with most other major Arab countries, and has even
managed to maintain cordial ties with the Assad government in Syria.
Most importantly for European countries, since Libya quickly disintegrated into a semi-failed state in 2011,
illegal migration north across the country into the Mediterranean has increased many-fold. Libyan
authorities are increasingly unable to deal with the resulting migration flows, and Europe is seeking a
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stronger role for Egypt in curtailing illegal migration. Egypt maintains a strong influence in Libya through
the government’s relationship with Field Marshal Haftar and other proxies in Libya’s Eastern regions —
powerful factions in the country’s low-intensity but ongoing civil war. To that end, Egypt’s role as
kingmaker in Libya is viewed by the EU as an important point of leverage for securing a political settlement
that can underwrite better border security 172.
Egypt and the United Arab Emirates (UAE) have been backing Haftar militarily and financially since the
beginning of the conflict in Libya. Despite their general distaste for the Field Marshall, the United States
and Europe have finally acquiesced to the fact that, given that backing, Haftar has to be part of a solution,
or there will be no solution. Almost inevitably, they have been looking to Egypt as the country that—in
cooperation with its UAE backers—can deliver Haftar. In parallel with the decline of the UN mission to
Libya, Egyptian diplomacy has gained momentum and is now seen in many Western capitals as the key to
a new settlement. In conjunction with soft power diplomacy, Egypt has also shown that hard power is
firmly on the table. Continued airstrikes against militants mark an escalation of the Egyptian military’s nowopen involvement in Libya 173.
Egypt’s leverage in Libya, is augmented by closer ties with Russia. Since 2014, Egyptian-Russian relations
have developed considerably, with both Presidents exchanging a number of state visits, most recently in
December 2017 when Putin visited Cairo. As its military involvement in Syria draws down, Russia is seeking
to increase its influence in Libya, both political and military174. Russia has reportedly reached an agreement
with Egypt to allow military jets to use its airspace and bases 175, and has been involved in mediation talks
between various Libyan factions 176.
In Gaza, Egypt is a key player through its control of the border and its relationship with Israel. Egypt’s
relationship with Hamas deepened during the Morsi era, however after his ouster, relations suffered
immensely. Since 2016, Hamas has sought to repair its relationship with Egypt - part of a strategic
rebranding exercise to distance itself from its Muslim Brotherhood roots, presenting itself as more of a
Palestinian national organisation 177. Since Hamas’ shift in policy, Egypt has proven itself as an effective
mediator. It has hosted Fatah and Hamas representatives to complete a reconciliation deal that will
eventually lead to the opening of the Rafah crossing 178, as it will restore the Palestinian Authority (PA) as
the security guarantor at the Rafah crossing, which satisfies Egypt’s security concerns. Since the
October 2017 agreement, Fatah and Hamas have had some disagreements over which faction will
maintain its security role under the new agreement 179. As efforts continue to solve these disagreements,
Egypt’s role in Palestine will therefore become increasingly important as it continues to mediate between
the Palestinian factions and works in tandem with Palestinian security forces to maintain a safe border
between Gaza and Rafah.
Following US President Donald Trump’s decision in December 2017 to recognise Jerusalem as the capital
of Israel, Egypt sponsored a resolution in the UN Security Council to remove any merit from the new US
position 180. The Egyptian UN delegation did not mention the United States directly in the resolution, as it
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calculated that this would certainly precipitate a US veto, which would scuttle the resolution. Regardless,
the United States did veto the resolution, possibly creating a rift between President Trump and President
El-Sisi. Despite the veto of the Egyptian resolution at the UN Security Council, it demonstrates Egypt’s
determination to maintain an influential position in the Israeli-Palestinian conflict. In any potential peace
deal led by Saudi Arabia, Egypt will likely play a major role.
Finally, in Syria, Egypt can play a crucial role. In 2016, el-Sisi expressed his support for a political solution to
the war in Syria, but also noted his support for Bashar al-Assad’s regime 181. As the conflict in Syria begins to
wind down, Egypt is already looking to participate in the reconstruction 182. Not only will this benefit Egypt’s
economy, but it will also provide an opportunity to expand its influence. Egypt has also helped negotiate
between warring factions in Syria, resulting in the creation of several safe-zones 183. Egypt, along with its
Gulf state allies — Saudi Arabia and the United Arab Emirates — will continue their attempts to influence
outcomes in Syria as they seek to curb the expansion of Iranian influence. From Egypt’s perspective,
helping mediate a political solution and helping to rebuild Syria will not only reduce Iranian influence in
the region, but can also expand Egyptian influence.

1.5.3

Three: Combating terrorism

Egypt is a key country in the fight against extremism and terrorism, an ever-present concern in the EU but
one rendered even more salient by a string of attacks in 2017. As outlined in Part One of this study, Egypt
is itself facing a home-grown insurgency. The breakdown of security in 2011 has meant that Egypt’s
western border with Libya and its eastern border with Gaza have become more porous, allowing weapons
and extremists to slip through and causing an array of security problems 184. With an expanding partnership
with Palestinians in Gaza, Egypt will look to maintain a secure border in conjunction with local Palestinian
security forces. Egypt will continue to work with regional partners like Israel to monitor the security
situation in Sinai and maintain secure borders.
Unfortunately, the security-first approach that the Egyptian government has taken has done little to reduce
terrorism inside Egypt itself — including tourists killed at a resort along the Red Sea, attacks in Sinai and
attacks against Coptic Churches and Church leaders on Christian Holy Days in 2017. While such extremism
does not stem from poverty alone, pockets of weak state control and underdevelopment in the country
serve as points of entry for non-state actors seeking to target Egyptian security forces. The EU must
encourage Egypt — through economic incentives if possible and security training if necessary — to
embark on a counterterror strategy that will ensure attacks on extremist groups are executed quickly and
effectively, while gradually improving conditions in less-developed parts of the country (such as the Sinai
Peninsula) that currently serve as a recruiting base for terrorist groups. If the space exists to accomplish this
goal, the EU should also explore ways to encourage the relaxing of politically repressive measures
employed by the state.
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1.5.4

Four: Economic cooperation

The EU and individual member states have strong economic interests in Egypt, with the country’s 97 million
consumers a key market for European manufactured goods and a source of natural resources for European
consumption. The EU is Egypt’s largest trading partner, and European companies have operated there for
decades. ENI’s discoveries of the Zohr and Nooros fields are a geopolitical game changer in the eastern
Mediterranean, and position Egypt to become a regional gas hub, which could help serve European energy
needs 185. Siemens has signed multi-billion euro deals with Egypt to build three large power plants, the
largest order in Siemens’ history 186. The EU should continue to encourage energy partnerships with Egypt
because such relationships will yield mutually beneficial outcomes — energy for Europe independent of
Russian supplies in exchange for much-needed foreign currency in Egypt.
In addition to trade in the energy sector, Egypt has been importing European weapons, primarily from
France and Germany, but also from other states. Egypt will continue to become one of the most lucrative
markets for European weapon manufacturers, despite backlash from human rights organisations who have
argued that companies’ sales of policing equipment to Egypt makes them and their respective
governments complicit in extrajudicial killings, forced disappearances and torture 187.
For all these reasons, economic and security cooperation is likely to drive the EU’s engagement with Egypt
over the next decade. Egypt is likely to utilise divide-and-conquer tactics in terms of its relationship with
the EU, courting individual European states to derive desirable outcomes from Europe as a whole. From
the European side, in light of regional and international developments in the MENA region, the EU has
reverted to its focus on stability and security at the expense of support for democratic reforms and human
rights.
While this is understandable in light of the challenges that the EU faces as a bloc and the ongoing upheaval
in the MENA region, the events of 2010-11 show that authoritarian client states in North Africa have not
been able to deliver stability or security 188. A report by the Barcelona Centre for International Affairs on the
EU’s approach to the MENA region argues that ‘Being trapped once again in the illusion of stability in the
region is a guarantee of failure’ 189. The conditions that sparked the 2011 uprising in Egypt still exist, and if
solutions to these concerns do not come soon, a more turbulent wave of unrest will likely occur. As one of
Egypt’s main international partners, the EU and its member states can influence Egypt towards a more
positive trajectory, both economic and political.
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2

Section two: Conclusions and policy recommendations

Due to a number of factors, the EU possesses some, though not unlimited, leverage over Egypt. First, the
Egyptian government is very sensitive to public international criticism over its human rights record 190.
Second, the EU is Egypt’s largest trading partner and trade with the EU is key to the Egyptian economy.
Third, Egypt needs the EU’s support to manage some of the international challenges it faces, such as the
Renaissance Dam in Ethiopia 191. Therefore, while recognising the limitations of its leverage, the EU should
seek to influence better outcomes in Egypt through an integrated approach that does not pursue one
aspect of the relationship at the expense of others. The following seven recommendations can help the EU
and its member states support and steer Egypt toward stability and prosperity.

2.1

Support Human Rights, Democracy and the Rule of Law

EU-Egypt Partnership Priorities 2017-2020 clearly state that ‘Egypt and the EU are committed to ensuring
accountability, the rule of law, the full respect of human rights and fundamental freedoms and responding
to the demands of its citizens’ 192. Over the next three years during the period of the current partnership
priorities, the EU should adhere to this statement and support for human rights should form a strong
component of its engagement with Egypt. The EU should condemn human rights abuses, and be vocal in
advocating against laws that seek to straitjacket civil society and peaceful protests. EU policy tools and
programmes focused on human rights such as the European Instrument for Democracy and Human Rights
and the Human Rights and Democracy Country Strategy should be utilised and expanded. This should be
done in conjunction with clear support for civil society organisations that are currently under attack in
Egypt.
The Trump administration, which is by no means a strong defender of human rights, took action in 2017 in
light of the human rights situation in Egypt. The US Senate recently withheld aid to Egypt over human
rights abuses and (allegedly) due to its relations with North Korea 193. While there are challenges associated
with negative conditionality, nonetheless it should be part of the EU’s policy repertoire when the need
arises 194. The EU should also seek to harmonise its approach with the United States on supporting civil and
political rights in Egypt. Such harmonisation is likely to have an added impact coming from two of Egypt’s
key western allies.

2.2

Develop a more unified EU approach

A key aspect of the EU’s weakness in engaging with Egypt is that individual member states have engaged
with the country strongly at the bilateral level, which Egypt continues to prioritise over multilateral level
engagement. This is not unique to Egypt, but is an institutional weakness in the formulation of EU foreign
policy that affects its relations with countries in North Africa and other areas of the world 195. The Egyptian
government has shown it is adept in taking advantage of the policy differences between member states.
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For an overall EU approach to Egypt to have more impact, further cooperation and coordination between
member states must occur.

2.3

Focus on Inclusive Growth, Youth Employment and
Entrepreneurship

Egypt’s future stability in large part hinges on the revitalisation of the economy. From Alexandria to Aswan,
Salloum to Sinai, a sustainable and inclusive economy will ensure a more prosperous and stable future. If
the government cannot stabilise the economy in the next decade, instability may once again throw Egypt
into chaos. As this study has argued, the youth bulge, in combination with unemployment, poverty and
increased repression, will pose security challenges for the government in coming years.
Preventing this from happening should be one of the main drivers of the EU’s engagement with Egypt. EU
programming should focus support on inclusive economic programmes that benefit youth, through
initiatives such as the ‘EU Facility for Economic Growth and Job Creation’ 196 and the EBRD’s Small Business
Programme 197. Increasing educational opportunities for programmes such as Erasmus+ can help educate
more and more young Egyptians and prepare them to enter the job market. In addition, EU programmatic
assistance that focuses on vocational training can help ease pressure on the Egyptian university system
and provide more career pathways for youth.
Multiple studies point to entrepreneurship as a successful path for youth seeking to enter the job market.
It can improve livelihoods and economically empower youth, while also making a substantial economic
and social contribution to society 198. Young entrepreneurs operating in the formal economy are likely to
pay taxes and hire workers. Prospective entrepreneurs in Egypt, however, face significant barriers to
starting their own businesses. Currently, Egyptian entrepreneurs face a host of issues, including limited
access to finance, red tape and a lack of training opportunities. Therefore, entrepreneurship is another area
of EU engagement with Egypt that would have a positive impact on youth and job creation. The EU should
aim to increase its funding to programmes such as the Eitesal project which aims to incubate, support, and
establish 40 small companies working in the most important industrial fields in Egypt, such as agriculture,
food, construction, information technology, water, energy, garments, and handicrafts, over a period of two
years 199.

2.4

Support Egyptian women

As previously noted, Egyptian women are disadvantaged from an early age in their access to education
and health care, with effects that follow on as they grow older and attempt to join the job market. EU
programmatic assistance should continue to have a clear focus on women. Already, the EU is supporting
women in Egypt via a number of programmes under the ENP including ‘Promotion and Protection of
Human Rights’, ‘Securing Rights and Improving Livelihoods of Women’ and ‘Abandonment of Female
Genital Mutilation and Empowerment of Families’ 200. Currently, women’s programming receives 22 % of
the total funds allocated to civil society initiatives201. This percentage should increase, and programmatic
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assistance should particularly focus on women in rural areas, who are amongst the most disadvantaged
and vulnerable groups in Egypt.

2.5

Egypt as a regional gas hub

Egypt is currently the only country in the southern Mediterranean that has the potential to export gas to
Europe independently due to the size of its reserves and its existing export infrastructure 202. For the EU,
Egypt’s renewed prominence in energy production can enhance energy security, as European demand for
gas is forecasted to continue growing strongly as local production decreases 203. In addition, increased
cooperation between states in the eastern Mediterranean and the EU can also become a key factor for
regional stability 204. To that end, the EU should support Egypt as a regional gas hub, and encourage the
transportation of Israeli and Cypriot gas to Egypt to liquefy in its two facilities in the north coast prior to
export. The EU should also refocus diplomacy on increasing regional cooperation in the eastern
Mediterranean, as well as incentivising Egypt to reform its energy sector to help it become a reliable gas
hub for LNG in the Eastern Mediterranean 205.

2.6

Education

Improving both access to education and quality of education from basic literacy to tertiary education and
vocation trading is key to the issue of state stability. In a 2015 report, UNICEF identified the profound and
positive impact education has on the lives and outcomes of individuals, families and communities in terms
of ‘national income, economic growth and poverty reduction and in human development outcomes such
as health, fertility, women’s empowerment, risk management, individual and community resilience, civic
engagement and increased tolerance’ 206. To that end, the EU should also focus a large component of its
programmatic assistance towards supporting educational reform in Egypt that builds on current measures
and programmes.

2.7

Renewable energy

As this study has shown, Egypt over the next two decades will increasingly feel the effects of climate
change that are likely to exacerbate existing socio-economic challenges. The EU should support initiatives
promoting the development and adoption of renewable energy sources in Egypt. In addition to mitigating
the effects of climate change, renewable energy can curb rising pollution levels, which would improve the
health and quality of life for the population while reducing the costs of healthcare associated with treating
chronic illnesses caused by excessive air and water pollution. Increased availability of renewable energy
sources will also help stabilise Egypt in the long term by providing the population with more consistent
and sustainable sources of energy.
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