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How Egypt Can Capitalize on the Coronavirus Pandemic and Transform its Economy
The tremendous cost the global economy has endured in the past few months alone as a result of
the coronavirus is undeniable. The coronavirus has led to widespread lockdowns that have
crippled countries and halted global activity like never before. It is expected that the pandemic
can result in a cumulative loss to global GDP, over the years 2020 and 2021, of around 9 trillion
dollars. (World Economic Outlook, 2020) Unemployment rates are surging with many people,
especially daily wage earners, losing their livelihoods. In the US alone, the largest economy in
the world, more than 26 million people filed for unemployment in the span of just 5 weeks. (Lee,
2020) Not only are economies receding, but more importantly human lives are being lost;
thousands every single day. However, as with all challenges this one in particular can prove to be
an opportunity for Egypt to transform sectors and build markets that have long been ignored. In
this paper, I argue that the coronavirus pandemic provides Egypt with a unique opportunity to
digitize and automate sectors through the reallocation of its budget, as well as restore its
domestic market through enabling SMEs and integrating the informal economy.
Given the nature of this virus it is vital that we rethink how we operate and produce, in
order to continue to do so with adherence to the WHO recommendations. Accordingly, this is the
opportunity for the country to take the long awaited step towards digitalization and automation,
in order to increase efficiency and ensure workers protection. This is not a call for a complete
shift towards such measures, for this will no doubt widen the already persistent inequalities
between social-economic groups, however, this is a call to take the means necessary to partially
adapt the manner in which we conduct business as well as produce. Efforts to keep the economy
afloat have recently been criticized for valuing profits over human lives. A push towards a more
digital approach can bridge the gap between both perspectives and can keep the economy afloat
while ensuring that citizens are protected.
The pandemic has already rewarded technological companies, since January the stocks of Zoom,
Netflix and Amazon have risen 101%, 49% and 30%, respectively. (Reinicke, 2020, Shapiro,
2020, and Thornhill, 2020) This has also been the case in Egypt, where we saw a growth of
around 300-500% of activities that include food and retail business that have resorted to delivery
services, digital marketing services, and information and communication technology. (Moneim,
2020) However, additional measures need to be taken to further assist these businesses
as well as others to follow suit. These measures can be funded through a reallocation of the
governments budget. Given the global lockdowns, the WTO predicts that global trade will fall
anywhere from 13% to 32%. (Sunjea, 2020) According to the World Bank, around 30% of
Egypts GDP is devoted towards the country’s imports.This drastic drop in international trade can
free up a considerable amount of the government’s budget. Seeing that in 2018 Egypt increased
its imports 21.5% to around $73 billion, reallocating even half of that can facilitate the
automation process. (Kamel, 2019) In light of the lockdowns that have tremendously decreased
trade and resulted in sudden supply stagnation, this budget can be alloted towards supporting

SMEs as well as the technological expansion of businesses, factories, and the public sector. In
addition, the government can reallocate some of the budget that was set aside for the
development of the New Capital city to further aid in this shift. The New Capital project had a
budget of around $58 billion, a halt on the project can free up more funds for such a
technological transition. (Lewis, 2019) This reallocation of funds is crucial for the government to
have the necessary means to enable domestic producers to incorporate more automated machines
in their factories, as well as digitize its public sector.
Such a shift is essential, given that we have already seen multiple factories having to shut
down due to spread of the virus amongst their workers, with Nestle being a prominent example.
(“Nestle Egypt Suspends, 2020”) Transforming the manufacturing process to becoming more
automated is crucial in order to continue production during these ordeal times. The government
needs to take the step to aid these companies to partially automate some of the production lines,
in order to reduce the number of people working in the factories and slow the spread of the
disease. Some factories in Wuhan, that enjoyed high levels of automation, were able to continue
producing near normal quantities. (Zhang, 2020) As such, the maintenance of manufacturing and
construction sectors are critical for the survival of Egyptians during this time, especially with the
halt of international trade and a decline in imports.
The pandemic can also push towards digitization of not only the private sector, but the public as
well. Given that businesses are now forced to resort to digital technologies, the government
needs to allocate more funds to ease this transition. In addition, it can take advantage of the
situation and digitize more aspects of the public sector. The digitization of the public
sector involves transforming the manner in which the public sector operates and delivers its
services to individuals. (Corydon, 2016) This can hasten the speed at which government services
are provided, as well improve performance, decrease costs, and facilitate the integration of the
informal sector. (Corydon, 2016) Although such a shift will incur more temporary costs on the
government, the reallocation of the budget will facilitate the process. Nonetheless, such a shift is
critical given the social distancing measures in place. Although the government has taken
measures to reduce the number of government employees, measures to digitize will benefit and
ensure the government is able to continue operating for however long this pandemic lasts.
It is evident that COVID-19 has halted supply chains globally and has led to a fall in
imports, especially from China and the US. (Fayez, 2020) As supply chains have been disrupted,
it is apparent that countries need to rely on their domestic production. This provides Egypt with
the opportunity to rebuild local industries, and offers them ample room to emerge in the market
with less competition, and finally get the exposure they longed for. As such, the Egyptian
government ought to take measures to capitalize on this pandemic by expanding and restoring
domestic markets that have withered away due to the expansion of imported goods and
international markets.
The recent steps the government has taken to combat the economic repercussions of the
coronavirus have been pivotal. Nonetheless, more needs to be done to support domestic
production and businesses. Despite the efforts the government has taken to issue tax breaks and
reduction of payments on debts, the majority of citizens are still left exposed. This is due to the
fact that the monetary policy has fixated on providing for those in the top income bracket. For
example, the Central Bank’s effort to ease the effects of the crisis through deferring bank loan
payments, and easing access to the banking services as well as cancelling withdrawal fees, are
policies that benefit only around 32% of the Egyptian population over the age of 15 that have
bank accounts. (“Credit to Government, 2020”) Hence, such efforts need to be redirected in

order to target groups that are more gravely affected; SMEs as well as workers in the informal
economy.
SMEs are crucial for the Egyptian economy. Not only are they important job creators,
but they also contribute greatly in the production of goods and services. SMEs in Egypt account
for
around 99% of private enterprises. (Bary, 2019) Their productivity, and superior quality
compared to that of the public sector, aid in the development process in many countries;
especially Egypt. (Bary, 2019) As such, the efforts the government takes will be critical in
shaping the future economy of Egypt. By taking this time to issue wage subsidies for SMEs to
pay their employees, as well as supply them with support packages, the country can soften the
inevitable recession. These efforts will allow these businesses and individuals to weather the
storm, and allow them to expand their reach at a time when there is a fall in imported goods. If
the government does not intervene further and provide for employees and businesses that have
lost their source of income, this will have a negative effect on the entire economy. People will
lose their livelihood, demand will fall, supply will fall and a cycle of layoffs and decreased
production will continue. It is imperative that the government takes more measures to avoid a
detrimental collapse in the economy, while also ensuring the safety of its citizens. By supporting
domestic production, particularly SMEs during this time, we can ensure that employees are still
getting paid and the economy is still functioning, which will provide the necessary demand these
domestic markets need to grow.
On the other hand, the informal sector in Egypt represents more than 50% of the
economy. (“Informal Economy, 2019”) Egypt has attempted to formalize the informal market
for years, in order to increase their revenues as well as reduce the segmentation of the markets.
However, excessive regulations and high unemployment rates in the country still account for
major reasons as for the continued breadth of the informal economy. (Kassem, 2014) The
informal market stands to benefit from steps towards integration in many ways. Integration will
ensure social protection for informal workers, facilitate their access to finance as well as
government subsidies, and provide them with legal recognition and security. (“Rethinking
Formalization, 2020”) In addition, it can protect workers from harsh working conditions and
provide them with social security as well as health insurance. (“Rethinking Formalization,
2020”)
Efforts to ensure the livelihood of such a sector, while concurrently taking measures to digitize
will facilitate the integration of the informal sector. Digitizing efforts have proven to ease
regulations and ensure efficiency, which will facilitate the process for many in the informal
economy. (Kassem, 2014) However, such a process can only take place if the informal sector is
able to persist through the global recession. Therefore, the government should support the
informal sector and ensure its survival during these challenging times in hopes of integrating
them into the economy in the future. Although the Minister of Manpower has approved a
payment of 500LE for informal workers, the reality is that such a payment will only benefit
300,000 informal workers. Given the size of the informal sector, around 8.7 million, such funds
will only be issued to around 4.6% of the entirety of informal workers. (“Credit to Government,
2020”) As such, the government should ensure support packets reach more of the individuals in
the informal economy. The government can take further measures to ensure that these funds are
distributed effectively through collaborations with active NGOs, who are more likely to have
updated databases and more flexible means of reaching workers in the informal economy.

The coronavirus pandemic will induce a noteworthy impact globally. However, if the
government takes the necessary means to enable SMEs and push towards digitization and
automation of entire sectors, such changes will allow Egypt to effectively withstand these
adverse times and be better equipped to manage future challenges. The question is not whether
or not this pandemic will come to an end, but how Egypt can effectively manage it in order to
minimize fatalities and ensure better post-pandemic conditions.
References
Al-Youm, Al-Masry. “Nestle Egypt Suspends Factory Production amid Coronavirus Outbreak.” Egypt
Independent, 27 Apr. 2020,
egyptindependent.com/nestle-egypt-suspends-production-operation-of-a-factory-amidcoronavirus -outbreak/.
Bary, Amr. “SMEs Sector: A Key Driver to the Egyptian Economic Development.” SSRN Electronic
Journal, 2019, doi:10.2139/ssrn.3334845.
Corydon, Bjarne. “Transforming Government through Digitization.” McKinsey & Company,
www.mckinsey.com/industries/public-sector/our-insights/transforming-government-through-digiti
zation.
“Credit to Government for Measures to Combat Spread of Coronavirus, but Protecting Individuals'
Income and Mitigation of Economic and Social Impacts of the Virus Prevention Are Necessary .”
Egyptian Initiative for Personal Rights, 2020,
eipr.org/en/press/2020/03/credit-government-measures-combat-spread-coronavirus-protectingindi viduals’-income.
Fayez , Wafaa. “Experts: Dependence on Self-Production Helps to Combat ‘Corona.’” Sada El Balad, 11
Mar. 2020,
see.news/economic-experts-we-should-depend-on-self-production-and-local-industries-aftercoron a-crisis/.
“Informal Economy Exceeds 50% of Egyptian Economy.” EgyptToday,
www.egypttoday.com/Article/3/68388/Informal-economy-exceeds-50-of-Egyptian-economy.
Kamel , Nevine. “Egyptian Government Has Begun to Protect Local Industry, Expect to Increase
Anti-Dumping Cases in 2018: WTO.” Daily News , 2019,
wwww.dailynewssegypt.com/2019/05/08/egyptian-government-has-begun-to-protect-localindustr y-expect-to-increase-anti-dumping-cases-in-2018-wto/.
Kassem , Taha. “FORMALIZING THE INFORMAL ECONOMY: A REQUIRED STATE
REGULATORY AND INSTITUTIONAL APPROACH EGYPT AS A CASE STUDY.”
International Academy of Science, Engineering and Technology , vol. 4, no. 1, 2014.
Lee, Yen Nee. “7 Charts Show How the Coronavirus Pandemic Has Hit the Global Economy.” CNBC,
CNBC, 24 Apr. 2020,
www.cnbc.com/2020/04/24/coronavirus-pandemics-impact-on-the-global-economy-in-7charts.ht ml.

Lewis, Aidan. “Egypt's New Desert Capital Faces Delays as It Battles for Funds.” Reuters, Thomson
Reuters, 13 May 2019,
www.reuters.com/article/us-egypt-new-capital/egypts-new-desert-capital-faces-delays-as-it-battles
-for-funds-idUSKCN1SJ10I.
Moneim, Doaa. “Coronavirus Challenges Open New Doors for Egypt's Businesses: Analyst Economy - Business.” Ahram Online, 2020,
english.ahram.org.eg/NewsContent/3/12/367648/Business/Economy/Coronavirus-challenges-open
-new-doors-for-Egypt’s-.aspx.

Reinicke, Carmen. “Zoom Video Has Seen Its Stock Spike More than 100% since January as
Coronavirus Pushes Millions to Work from Home (ZM) | Markets Insider.” Business
Insider,markets.businessinsider.com/news/stocks/zoom-stock-price-surged-coronavirus-pa
ndemic-video-work-from-home-2020-3-1029023594.
“Rethinking Formalization.” WIEGO, www.wiego.org/rethinking-formalization.

Shapiro, Ariel. “Netflix's Stock Is Now Higher Than Before Coronavirus Hit U.S.” Forbes,
Forbes Magazine, 15 Apr. 2020,
www.forbes.com/sites/arielshapiro/2020/04/14/netflixs-stock-is-now-higher-than-before-c
oronavirus-hit-us-tiger-king/#2cc593edd815.
Suneja, Kirtika. “World Trade to Decline 13-32% in 2020, Says WTO.” The Economic Times,
Economic Times, 8 Apr. 2020,
economictimes.indiatimes.com/news/international/business/wto-forecasts-trade-plunge-in-2020re bound-for-2021/articleshow/75050099.cms?from=mdr.
Thornhill, John. “Amazon Stock Has Climbed 30% in the Coronavirus Crisis - but It Has One Major
Vulnerability.” Financial Post, 20 Apr. 2020,
business.financialpost.com/news/retail-marketing/amazon-stock-has-climbed-30-in-the-coronaviru
s-crisis-but-it-has-one-major-risk.
“World Economic Outlook, April 2020: The Great Lockdown.” IMF, 1 Apr.
2020, www.imf.org/en/Publications/WEO/Issues/2020/04/14/weo-april-2020.
Zhang, Jan. “COVID-19 Will Force Manufacturers to Improve Resilience Via Increased Automation &
Digitalization.” Interact Analysis, 19 Mar. 2020,
www.interactanalysis.com/covid-19-will-force-manufacturers-to-improve-future-resilience-via-inc
reased-automation-and-digitalization/.

