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Based in London, the Legatum Institute (LI) is an independent non-

partisan public policy organisation whose research, publications, and 

programmes advance ideas and policies in support of free and prosperous 

societies around the world.

LI’s signature annual publication is the Legatum Prosperity Index™, a 

unique global assessment of national prosperity based on both wealth 

and wellbeing. LI is the co-publisher of Democracy Lab, a journalistic 

joint-venture with Foreign Policy Magazine dedicated to covering political 

and economic transitions around the world.

PROSPERITY IN DEPTH

To complement the Prosperity Index, we commissioned 12 specialists  —

economists, political scientists, journalists—to provide additional 

analysis of selected countries. Their studies vary from essays putting 

contemporary challenges into historical context (Iran, China, Mongolia) 

to up-to-the-minute surveys of the barriers to economic growth (Egypt, 

Japan, India) to controversial alternatives to the conventional policy 

interpretations (Iceland, Colombia, Vietnam). In each case they represent 

highly original work by distinguished experts that adds depth and insight 

to the statistical analysis of the Prosperity Index.
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FOREWORD

Ever since the replacement of the monarchy with a military-dominated 

republic in the 1950s, outsiders have been denouncing Egyptian governments’ 

incompetence and venality that stopped economic development cold. But 

ironically, the autocrats only lost their grip after they instituted reforms that 

generated sustained growth. Indeed, the public fury indirectly created by growth 

explains in part why (and when) the ancien régime fell.

Don’t misunderstand: two decades of growth yielded very real increases in 

living standards among the poor and middle class, as well as the rich. But it also 

created massive dislocation as the rural poor streamed into densely packed 

cities. And this dislocation made it all the more obvious that the competition 

for education, jobs and business capital was rigged in favour of the wealthy and 

well-connected, which largely explains why Egypt ranked a dreadful 106th out of 

142 on the 2012 Prosperity Index.

The trick now, suggests Magda Kandil, a former senior economist at the IMF 

who is now the director of the Egyptian Center for Economic Studies in Cairo, is 

restore rapid growth—but to manage it fairly as well as efficiently. Alas, that’s 

easier said than done. For Egypt must change an economic culture awash in 

corruption and incompetence in fundamental ways. 

Arguably tougher, the government must also dismantle a hodge-podge of subsidies 

and preferences that were created over the decades to buy off constituencies large 

and small. And they aren’t about to roll over and die. As Pogo, a long-departed 

cartoon figure, put it, “We have met the enemy, and he is us.”  

Peter Passell, Editor
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With hindsight, it’s clear that the Mubarak regime’s flawed 
economic development strategy helped to catalyse the 

revolution that brought down his government in January 2011. 
The challenge now is to create a more inclusive strategy—one 
that will serve as a balm to Egypt’s corrosive social environment 
as well a reliable roadmap for long-term growth. Here, I take 
stock of opportunities as well as the risks facing an economy that 
has grown substantially in the last two decades, but at a high 
price in terms of perceived inequality and injustice.

THE POST-COLONIAL ECONOMIC LEGACY

Post-colonial Egypt’s economic course has been problematic, 
to say the least. The presidency of Gamal Abdul Nasser (1956–
1970) was a mixed bag in economic terms. Egypt’s experiment 
with nationalization, central planning and Soviet-assisted 
industrialization did produce some gains, but left the economy 
hobbled by regulation and inefficiency, ill-prepared to attract 
investment or to grow on its own resources. Anwar Sadat’s 
successor regime relaxed the government’s grip on productive 
capacity, and—like many other developing countries in this era—
as able to heavily borrow abroad to support both investment 
and consumption. But the investment was largely unproductive 
and the mountain of foreign debt that accumulated in the years 
of easy credit proved unmanageable; the hangover yielded 
stagnation through much of the 1980s.

Fortune favoured the economy thereafter. Much of Egypt’s 
external debt to governments was forgiven in the wake of the 
Gulf War. And the Mubarak regime managed to restructure 
much of the rest through the IMF as part of a bargain to contain 
budget deficits and to use monetary policy to restrain inflation. 
During what might be called the stabilization period (1991 
to 2001), per capita GDP calculated in terms of purchasing 
power rose from $3,200 to $4,200 (in 2005 prices). That latter 
figure isn’t very high compared to some of the other states in 
the region that weren’t oil exporters: real per capita incomes 
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on its own resources. 
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in Turkey and Tunisia were $9,100 and $6,300 respectively. But it does suggest how much the Egyptian 
economy was able to improve simply on the strength of macroeconomic stability.

In the following decade, the Mubarak government introduced major market-based reforms—steps toward 
privatization and deregulation—that permitted growth to accelerate to the 7% range. This may seem 
modest compared to the double-digit performances of China in most years. But bear in mind that Egyptians 
save a far smaller proportion of their income than Asians, and thus depended on foreign investors to meet 
the demand for capital.

Mubarak’s technocrats also deserve some credit for negotiating the global recession without a tumble, 
responding in a timely fashion with domestic stimulus (mostly in the form of accelerated infrastructure 
investment) that largely offset declines in private investment and exports. Indeed, in the two years prior to 
the Arab Spring, the economy seemed to be back on the rapid development track of the previous decade. In 
the second half of 2010 it grew at an annualized rate of 5.6%, led by strong performances in tourism (15% 
growth), construction (13%) and information/communications technology (up 10%).

However, those gains did not trickle down to all. The stimulus packages created relatively few jobs, a 
familiar reprise of the years of high growth in which unemployment in the formal market rarely fell below 9%, 
youth unemployment hovered around 25%, and increasing numbers of college graduates never managed 

REAL GDP PER CAPITA
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LABOUR FORCE AND UNEMPLOYMENT
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to get a first job. Moreover, in a pattern all too recognizable to Egyptians, the stimulus investment barely 
touched smaller enterprises. Living standards deteriorated for many during the global crisis, reinforcing the 
popular impression that Egyptian capitalism was rigged in favour of insiders—that it was the tool of a well-
connected elite. 

The recovery, whatever its merits, was stillborn. The revolution and lingering uncertainty during the 
transition have exacted a huge toll on economic performance. In the first quarter of 2011, the months 
encompassing the overthrow of Mubarak, the GDP was 4.2% smaller than the same period a year earlier. 
Tourism, a particularly important sector to the Egyptian economy both because it is a key source of foreign 
exchange earnings and an employer of countless unskilled and semi-skilled workers, was hit hard. It had 
managed to hold its own through the global recession. But revolutions and tourism don’t mix well: sector 
income fell by 16% in 2011. 

The economy has since been creeping back, but at a pace far below the average of the past decade—and 
hopelessly short of the 7% pace needed to absorb new entrants to the labour force. (Or, for that matter, 
the even more rapid growth that would be needed to remove the overhang of existing unemployment.) It’s 
hard to imagine that Egypt will be able to return to a long-run growth path unless it can stabilize public 
finance and prices. And here, the outlook is mixed. 
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The Central Bank of Egypt (CBE) has been at least nominally 
independent of the government for a decade. Not surprisingly, 
however, it followed a parallel course of stimulus during 
the global financial crisis, reducing interest rates to increase 
private investment to complement the infrastructure spending 
launched by the Mubarak administration.

Since the revolution, Egypt’s balance of international payments 
has dramatically worsened thanks to the sharp decline in foreign 
direct investment and tourism receipts, along with flight of 
capital. By no coincidence, the EGX30, a price index of 30 of 
Egypt’s largest and most liquid companies, fell by almost half 
in 2011 before staging a partial recovery. Among major sources 
of foreign exchange, only remittances from Egyptians working 
abroad have held strong.

FOOD AND FUEL SUBSIDIES
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WHERE DID THE MUBARAK DEVELOPMENT STRATEGY 
GO WRONG?

Probably the better question is what never got better—and who 
was left behind—in the two decades of growth and reform that 
preceded the revolution.

Start with the business climate. While Egypt’s private sector 
enjoyed greater prosperity in 2010 as the global economy 
recovered, it was still left to deal with a legacy of institutional 
burdens that distorted markets. The list of impediments to free 
enterprise is long: a cumbersome government bureaucracy, a 
scarcity of skilled labour, pervasive corruption (public and private), 
rigidity in the labour market, considerable uncertainty and cost 
in enforcing contracts. Accordingly, Egypt ranks an unimpressive 
82nd on the PI’s sub-index for entrepreneurship and opportunity. 

It does even worse on the World Bank’s Ease of Doing Business 
index, ranking 110th—just ahead of Ethiopia and El Salvador, and 
just behind Kenya and the Dominican Republic. On average, a 
business owner needs 218 days to obtain a construction permit 
(compared to 46 days in the United Arab Emirates, the regional 
leader). It takes 7 procedures and 72 days to register property 
(compared to one procedure and two days in the UAR). Getting an 
electricity hookup averages 7 procedures and 54 days, and costs 
four-and-a-half times the annual income of an average Egyptian. 

Moreover, the climate has become even less supportive of 
private enterprise since the revolution. Political instability makes 
it risky to count on the continuance of current government 
policies. And, as discussed below, the government’s increased 
reliance on domestic borrowing to finance the widening fiscal 
deficit threatens to crowd out private borrowers—especially 
those lacking connections and a blue-ribbon credit history.

Despite substantial growth, which has made Egypt’s industrial 
base globally competitive in key areas and raised the economy 
to what the World Bank calls “lower-middle income” status over 
the past two decades, a widespread sense of economic injustice 
helped to fuel the revolution. The source of this discontent is 
not easy to identify from summary statistics. Most indirect 
measures of the living standards at the low end of the income 
spectrum—infant mortality, life expectancy, the percentage 
of the population with access to clean water and improved 
sanitation—show dramatic improvement since the early 1990s. 
And while the percentage of income going to the bottom 
10% of Egyptians is down slightly from that earlier period, the 
economist’s favourite aggregate measure of income inequality—
the Gini index—actually suggests a slight narrowing of inequality.

�e list of impediments 
to free enterprise is 
long: a cumbersome 
government 
bureaucracy, a scarcity 
of skilled labour, 
pervasive corruption 
(public and private), 
rigidity in the labour 
market, considerable 
uncertainty and cost in 
enforcing contracts. 
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But the perception of inequity is another matter. In part, it is 
probably related to the sometimes stark divide between urban 
and rural households. Rapid population growth, along with the 
government’s failure to invest in rural infrastructure, accelerated 
migration to already crowded slums, where the culturally 
dislocated new residents are last in line for scarce jobs in the 
formal economy.

It’s also driven by the increasingly visible gap between the truly 
wealthy, who benefitted disproportionately from privatization 
and market liberalization, and just about everybody else. To be 
sure, at 0.32, the aforementioned Gini index is relatively low 
by global standard—lower than in the US, the UK, or even New 
Zealand. But it must be remembered that the number reflects 
income inequality rather than wealth inequality, which has 
ballooned in very visible ways, notably, in extremes of housing 
quality. There is also evidence that the rise in food and fuel 
prices worldwide in the last decade—prices changes that were 

Rapid population 
growth, along with 
the government’s 
failure to invest in 
rural infrastructure, 
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migration to already 
crowded slums.
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inadequately buffered by government subsidies—have increased 
the number of Egyptians living in real hardship.

Ironically, reforms designed to accelerate growth have torn the 
social fabric of the middle-class, too. Young, college-educated 
Egyptians can no longer be sure of getting make-work civil service 
jobs in an era of privatization and greater budget discipline, and 
are alienated by the need for family connections (or technical skills 
not adequately taught in universities) to get white-collar work in 
private enterprises. Meanwhile, it remains exceptionally hard 
to start a business in Egypt—and even harder to start one without 
the cash (small and medium enterprises struggle for access to 
credit) or the connections to cut through the tangle of red tape 
and corrupt regulators.

Whatever the reasons for anger over economic inequality, 
deteriorating conditions since the revolution have surely 
worsened the situation. The unemployment rate, below 9% in 
2008, exceeds 12% today.

THE HARD ROAD AHEAD

The first economic challenge to the newly elected government—
one not faced since the pre-Mubarak era of truly dysfunctional 
macroeconomic policies—is to reduce uncertainty about the 
stability of the economy. And, lest policymakers forget this 
priority, international financial markets have been quick to 
remind them. During the first days of protests, several agencies 
downgraded ratings of Egypt’s sovereign debt, raising the cost of 
borrowing and signalling future difficulties in refinancing existing 
debt if the government’s financial position deteriorated. 

Budget Reform
The revolutionary environment, in which Egyptians expect 
the government to address their grievances about education, 
housing, jobs and the high cost of food and fuel, is a terrible time 
to confront the need to cut total spending and to raise revenue. 
And not surprisingly, the interim government’s initial reaction 
was to ignore this necessity.

Government wages and pensions were raised by 15%, effective in 
April 2011. And all government workers who had been employed 
for more than three years were given permanent status. By 
the same token, plans to phase out subsidies for food and fuel 
(discussed below) were put on hold during the transition period.

Before the revolution, the Ministry of Finance had targeted a gradual 
reduction in the overall fiscal deficit from 8.1% in fiscal year 2009/10 
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Egypt—and even 
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to 3.5% of GDP by 2015—and thereby to decrease the public debt 
from 77% in FY 2009/10 to 60% of GDP by the latter date. In the 
wake of recent developments, it is not clear whether this target 
could (or should) be met.

Note that the government debt creates no immediate threat of 
a crisis since relatively little of it is owed in currencies other than 
Egyptian pounds. But deficit reduction will almost certainly be a 
condition for support from the IMF and other lenders of foreign 
exchange. In any event, permitting the recent surge in deficit 
spending to continue for much longer would undermine the 
prospects for a return to rapid growth.

First, the ongoing funding requirement absorbs much of Egypt’s 
relatively meagre domestic savings—Egyptians save only about 
half as much of their incomes as their counterparts in Asia. 
This crowds out private investment. Indeed, credit has been 
increasingly skewed towards support of the government and away 
from financing private activity—particularly lending to small and 
medium enterprises. Second, the composition of government 
spending reflects patronage and interest-group influence more 
than social priorities. Fuel and food subsidies alone absorb 10% 
of GDP; much of that money could be better spent on programs 
ranging from infrastructure development, to carefully targeted 
support for the poor, to job-creation incentives.

Following a peak in 2005–06, the privatization process slowed 
down. And given the popular discontent with the Mubarak 
government’s crony-capitalist approach in handling the transition to 
a free market economy, privatization will most likely remain on hold 
until the government’s political legitimacy is restored.

There have been efforts to improve the performance of the 
public sector, notably of state-owned enterprises. But the fact 
remains that Egypt’s SOEs are no model of efficiency. More 
privatization is needed—but this time around, in a transparent 
manner, strictly in accord with the law, and complemented by 
vigorous efforts to increase employment opportunities in the 
private sector.

The other side of the budget ledger matters, too, of course. Tax 
revenues declined sharply in the past year, largely because of the 
economic slowdown after the revolution. But as the economy 
recovers, there will be scope for raising revenue by widening 
the tax base, as well as by fighting corruption and tax evasion. 
One high-priority target is the revision of export contracts, 
particularly for natural gas, which could bring in additional 
billions in government revenues.

Moreover, not too far down the road, Egypt needs to consider 
tax reforms that reduce growth-hobbling distortions in private 
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incentives without reducing revenues or skewing income distribution toward the 
wealthy. Among the possibilities is a more equitable version of the real estate tax, 
both to generate revenue and to unlock the productivity of property that is now 
warehoused by many Egyptians as a means of squirrelling away wealth.

Price Stability and Exchange Rate Policy 
All relatively small open economies must reconcile overlapping, sometimes 
conflicting goals in managing monetary and exchange-rate policies. And Egypt 
certainly fits the description. It needs a currency exchange rate that makes the 
country an attractive venue for foreign direct investment and a competitive source 
of goods and services for global trade. But the country is also a big importer of food 
and liquid fuels, so both domestic inflation and government spending can be quite 
sensitive to changes in the exchange rate.

That explains why the CBE has been using foreign currency reserves to buy Egyptian 
pounds since the revolution. Currency market intervention has, to a great extent, 

BARGAINING AT A WEEKLY CAMEL AND LIVESTOCK MARKET

G
al

yn
a 

A
nd

ru
sh

ko
 /

 S
hu

tt
er

st
oc

k.
co

m



12 www.li.com

stemmed the risk of unmanageable depreciation of the pound in the teeth of declining 
foreign investment, foreign tourism income and Suez Canal receipts. But it also 
explains why the CBE has been of two minds on monetary policy.

After the uprising began, the CBE guaranteed all deposits in the banking system. 
When commercial banks reopened after a one-week closure, the CBE put a ceiling 
of EGP50,000 (a bit more than $8,000) on daily cash withdrawals in order to 
avoid bank runs. And in March 2012, with the economy in recession—or, at best, 
scarcely growing—it cut minimum bank reserves to ease constraints on domestic 
liquidity in the face surging government borrowing. However, to the time of 
writing (September 2012), the CBE has been reluctant to lower its benchmark 
interest rate, presumably for fear of depressing the Egyptian pound’s exchange 
rate, encouraging capital flight or creating expectations of higher inflation.

The newly elected government of Mohamed Morsi will have little choice but to 
continue this juggling act. Foreign exchange reserves have been badly depleted. 
Hence, the CBE has little room to manoeuvre, and priorities should be focused on 
securing credit from the IMF and other international lenders. This would give the CBE 
the resources to stabilize the exchange rate, and thereby to contain import-price 
inflation, until Egypt regains the confidence of investors (foreign and domestic) and 
the economy recovers from the current slump.

Market Liberalization
Since the early 1990s, Egypt has been integrating rapidly into the world economy, 
reducing barriers to trade and encouraging foreign investment as prescribed by the 
IMF and other multilateral organizations. While the strategy paid off in terms of 
growth, the absence of a solid regulatory framework and sound market institutions 
allowed corruption to fester: Egypt, ranked a wretched 112th among 183 countries 
on Transparency International’s Corruption Perception Index in 2011, and an 
unimpressive 85th out of 142 on the 2012 PI’s sub-index for governance. 

The ongoing exposure of corruption in Egypt’s large oil and gas industry certainly 
draws attention to the problem. But the most corrosive consequence of corruption—
and more generally, the failure to provide equal protection of economic rights—is 
that it reduces social and economic mobility. Small- and medium-sized companies, 
the likely engines of mobility, face daunting barriers when they compete with the 
incumbent elite. It is no coincidence that Egypt ranks low on the World Bank’s Ease 
of Doing Business index (see above).

Market reforms are thus a key to fixing what ails Egypt, increasing the potential 
rate of growth while opening the door to new entrepreneurs and creating jobs 
to absorb the burgeoning workforce. But, as is all too clear to those who study 
economic development, such reform is an immensely difficult process in the 
face of elites that have little to gain and much to lose from change. Hence, the 
government’s challenge is articulate a clear structural reform agenda and to avoid 
temptations to diverge.

The most corrosive 
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Reducing Poverty and Economic Inequality
The mainstay of Egypt’s efforts to deal with poverty is the array 
of food and fuel subsidies discussed earlier. One problem with 
the subsidy approach is that it distorts household behaviour 
by distorting consumer prices, effectively producing a smaller 
increase in living standards for a given transfer to the poor. For 
example, selling bottled cooking gas for a tiny fraction of its 
market value may lead consumers to employ it profligately, or to 
resell it in the black market when they would be better off using 
less fuel and spending the sums saved on, say, clothing. But the 
most troubling aspect of the subsidies as now constituted is their 
scatter-shot delivery: most of the benefit goes to households and 
businesses that don’t qualify as needy.

Two-thirds of the cost of the system is linked to fuel—natural 
gas, liquid petroleum gas (for cooking) and other petroleum 
products, notably gasoline and diesel fuel. Yet, according to 
household surveys, less than 5% of the fuel subsidies aid the 
bottom-fifth of the income distribution. And in urban areas, 
one-third of the benefits go to the top-fifth. Most insidious, 
businesses have access to subsidized fuel. So a portion of the 
government spending supports windfall profits for energy-
consuming businesses.

Much the same can be said for food subsidies. Virtually all 
Egyptians, poor and rich, buy heavily subsidized baladi bread, a 
staple of the Egyptian diet. Other foods are subsidized through 
rationing. But two-thirds of all households now have ration 
cards, and the bulk of the benefit is going to the middle class.

Dumping the subsidies overnight and replacing them with cash 
grants to the poor would not be politically practical. Nor would 
it necessarily be good policy, since it would create a spike in 
consumer prices that would ripple through the economy. I favour 
gradual replacement, focusing first on the fuel subsidies, which are 
immensely costly and matter less to consumers at the low end of 
the distribution. But to escape the wrath of the public—Nigeria 
offers a sobering case study in botched subsidy reform—it will 
be critical to link the phase-out to cash grants and/or in-kind 
support to the vulnerable groups that fully offsets their loss in 
purchasing power. Such a change would take considerable political 
will to carry out, even if it is planned carefully, since both big 
business and middle-income consumers will be adversely affected. 
Moreover, subsidy reductions need to be plotted carefully to 
minimize the impact on inflationary expectations.

Two-thirds of all 
households now have 
ration cards, and the 
bulk of the bene�t is 
going to the middle class.



14 www.li.com

Job Creation
While transfers must be part of any realistic plan to cope with 
poverty, they shouldn’t be viewed as a substitute for job creation. 
Indeed, a great tragedy of the last two decades of market-driven 
growth in Egypt has been its failure to create jobs faster than the 
growth of the labour force. Restoration of Egypt’s once-booming 
tourism industry, which is more labour-intensive than most 
modern industries, should thus be a top priority. But the key to job 
creation in the long-run is a flowering of small- and medium-sized 
businesses that can make productive use of low-cost unskilled 
labour as well as aiding mobility for middle-class entrepreneurs.

To that end, Egypt desperately needs market reforms (discussed 
above) that reduce corruption and cut through red tape. In 
addition, small- and medium-size firms need better access to 
credit. While subsidizing credit can be a slippery slope—the costs 
to the government (direct, or indirect through credit guarantees) 
are hard to contain, and the target group has a way of expanding—
some preferred access makes sense to offset the capital market’s 
bias toward large-scale enterprise.

This might take the form of modest, direct business loans by 
the government or various incentives that reduce the risk to 
private banks that make these loans. Any loan program should 
be part of broader institutional support for small business that 
reduces start-up costs, helps firms to network with suppliers 
and wholesalers, and improves their access to export markets. 
The government cannot afford to give short shrift to rural areas, 
where the poverty is greatest and the exit to cities is creating 
social dislocation.

Consider, too, in this regard, the importance of bringing the 
‘informal’ sector—the large numbers of small businesses that find 
it too expensive to operate legally—into the open. The astonishing 
size of this underground economy—by one estimate, it accounts 
for 40% of all employment—reflects the general difficulty 
of doing business in a climate of corruption and bureaucratic 
indifference. But until underground enterprises become part of 
the formal economy, they will not directly benefit from capital-
market reforms or other measures designed to make it easier to 
challenge entrenched producers.

Education and Unemployment
While unemployment is a chronic problem for Egypt, its nature 
has changed considerably in the last few decades of economic 
growth. It’s no surprise that unemployment is exceptionally high 
(around 25%) among the young; the legacy of high fertility rates 
and declining childhood mortality in the 1990s is rapid labour 

Egypt desperately needs 
market reforms that 
reduce corruption and 
cut through red tape.
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force growth today. What is surprising is that young college graduates are faring no 
better than their less-educated peers.

There are a number of reasons for this seeming anomaly. For one thing, as the 
government shed state-owned enterprises in the last decade, it ceased to be a reliable 
employer of last resort for college graduates. For another, business owners in Egypt 
traditionally give first priority in employment to relatives (and the relatives of people 
who can help them navigate the tortuous paths of government regulation). But arguably 
most important is the skills mismatch: universities don’t provide the quality of technical 
and managerial training that the rapidly evolving Egyptian private sector needs.

Like many of Egypt’s problems, though, this one is more easily identified than solved. 
The main issue isn’t under investment—roughly one-third of high school graduates go 
to university—but the system’s failure to direct resources where they are truly needed, 
along with its lack of accountability for this failure. The new government thus faces the 
difficult task of remaking a large higher-education establishment built for a different era.

ALEXANDRIA LIBRARY
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Egyptian Development 2.0
The Egyptian revolution (like most revolutions) has been 
punctuated by ironies. Mubarak’s strategy for economic 
development helped to lead to his own overthrow—not because 
the strategy failed, but because it succeeded. Since the early 
1990s, the economy has gradually opened to the transforming 
forces of globalization. Industry has been modernized; living 
standards have soared to middle-income levels, with even the 
poorest Egyptians enjoying the benefits of better nutrition, 
education, and public health. But rapid development proved to 
be profoundly destabilizing, dislocating millions of citizens in 
the rush to cities, raising the visibility of a detested new class 
of crony capitalists and creating high expectations of social 
mobility that were, often as not, impossible to realize. 

This problem is hardly unique to Egypt: rapid growth has led 
to social dislocation, windfalls for insiders, and rising income 
inequality in any number of emerging-market economies. 
But unlike the governments in many others, the Mubarak 
regime lacked the political legitimacy to survive the inevitable 
dislocation arising from what the great economist Joseph 
Schumpeter called “creative destruction”. 

The new government’s task is to restore that sense of legitimacy 
without sacrificing the economic momentum that has, in many 
ways, changed Egypt for the better. And one key to success will 
be to convince ordinary Egyptians who have never experienced 
democracy before that they have a real voice in the process. No 
easy task, indeed.

�e new government’s 
task is to restore a 
sense of legitimacy 
without sacri�cing 
economic momentum.
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COUNTRY OVERVIEW
Global Av.

Population (million) (2010) 81.00 N/A

Life expectancy (years) (2010) 73.0 69.6

Birth rate (per year per 1000 people) (2010) 23 22

Fertility rate (births per female) (2010) 2.7 2.8

Life satisfaction* (rated 0 > 10) (2011) 4.1 5.5

Female representation in the legislature (2010) 1.8% 19.5%

Internet access at home? (2011) 30.5% 34.2%

Satisfied with job/work?* (% yes) (2011) 68.0% 73.3%

People are treated with respect in your country* (% yes) (2011) 90% 85.1%

GDP per capita (ppp) (2010) $6,179.97 $14,774.73

Rank/ No. of countries

Legatum Prosperity Index™ 106/142

Average Life Satisfaction Ranking* (2011) 125/142

Per Capita GDP Ranking (2010) 83/142

WEF Global Competitiveness Index (2011) 94/142

UN Human Development Index (2011) 112/187

Heritage/WSJ Economic Freedom Index (2011) 96/179

TI Corruption Perceptions Index (2011) 112/182

World Bank Doing Business Index (2012) 110/183

INDEX COMPARISONS SUB-INDEX RANKINGS

  Top 30

  Upper Middle (41)

  Lower Middle (41)

  Bottom 30

104 ECONOMY Egypt Global Av.

5 year growth rate (2010) 4.3% 2.7%

Confidence in financial institutions?* (% yes) (2011) 75.2% 61.9%

Satisfaction with living standards?* (% yes) (2011) 63.7% 59%

82 ENTREPRENEURSHIP & OPPORTUNITY

Business start-up costs (% of GNI) (2011) 5.6% 36.3%

Mobile phones (per 100 ppl) (2011) 101.1 98.7

Will working hard get you ahead?* (% yes) (2011) 95.5% 81.1%

85 GOVERNANCE

Confidence in the government?* (% yes) (2011) 67.7% 53.7%

Confidence in the judiciary?* (% yes) (2011) 79.9% 52.5%

Government effectiveness 1 (2010) -0.43 0.03

94 EDUCATION

Pupil to teacher ratio (2009) 27:1 25:1

Satisfaction with education quality?* (% yes) (2011) 44.0% 66.6%

Perception children are learning?* (% yes) (2011) 55.6% 70.4%

77 HEALTH Egypt Global Av.

Self-reported health problems?* (% yes) (2011) 25.1% 23.9%

Hospital beds* (per 1000 people) (2010) 1.7 3.2

Satisfaction with health?* (% yes) (2011) 90.0% 78.8%

108 SAFETY & SECURITY
Human flight 2 (2011) 5.7 5.4

Safe walking at night?* (% yes) (2011) 57.9% 61.9%

Property stolen?* (% yes) (2011) 8.7% 16.8%

140 PERSONAL FREEDOM
Civil liberties 3 (2011) 3 4.8

Tolerance for immigrants?* (% yes) (2011) 26.5% 65%

Satisfaction with freedom of choice?* (% yes) (2011) 59.1% 73.4%

104 SOCIAL CAPITAL
Rely on others?* (% yes) (2011) 74.4% 80.6%

Donations?* (% yes) (2011) 12.8% 28%

Help strangers?* (% yes) (2011) 45.6% 45.7%

PROSPERITY INDEX: DATA IN FOCUS

NOTES: 1 Gov. effectiveness: values range from -1.73 to 2.25, higher values indicate higher effectiveness. 2 Human flight: values range from 1 to 10, higher values indicate higher levels of human flight. 3 Civil liberties: values 
range from 1 to 7, lower values indicate lack of civil liberties. *Survey data are taken from Gallup World Poll .
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REGIONAL RANKING – MIDDLE EAST AND NORTH AFRICA (MENA)

LEGATUM PROSPERITY INDEX RANKING: 106
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