
 

 

 

 

 

  

 
 

 

  

  

  

  

 

 

 

Promoting investment and business climate reforms in Egypt’s infrastructure 

sector 

Issues paper for the first private sector dialogue 

 

 

24 November 2021, 9:30-15:00, Cairo, Hotel Sofitel Cairo Nile 

 

This note aims to guide the discussions of a private sector dialogue on “Promoting investment 

and business climate reforms in Egypt’s infrastructure sector” on 24 November 2021. It 

provides an initial assessment of the infrastructure sector in Egypt, the role of FDI, and key 

challenges affecting investments in the sector, with a focus on regulatory and business 

environment, private financing, sustainability and connectivity. Participants are invited to share 

their views and perspectives on common challenges and priorities for the infrastructure sector. 

The conclusions will form the basis for a public-private dialogue in the beginning of 2022 that 

will involve both Egyptian policymakers and representatives from the infrastructure sector. 
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Promoting investment and business climate reforms in 

Egypt’s infrastructure sector 

High-quality infrastructure is key for inclusive and sustainable growth. Transport, energy 

and ICT networks are vital for facilitating investment, connectivity and participation of 

firms in regional and global value chains. Under the right condition, infrastructure can 

enlarge markets, lower logistics costs, facilitate trade, enhance export diversification, and 

boost competitiveness. Better infrastructure is important not just for firms but for 

households as well, providing access to new jobs, skills development, and higher wages, 

as well as greater access to a diversity of goods and services. According to the International 

Monetary Fund (IMF), 1% of global GDP in public investment in infrastructure can 

generate over seven million jobs worldwide (Moszoro, 2021[1]). 

Promoting infrastructure investments has been a priority for Egypt and the Middle East and 

Africa (MENA) region overall. Investments of USD 100 billion annually over the next five 

to ten years are required to both maintain existing and build new energy, transport and ICT 

infrastructure in the region (World Bank, 2020[2]). A USD 1 billion investment in 

infrastructure in the region could create 138,000 jobs in the short run and 442,000 in the 

long run, as well as increase GDP growth by 0.48% (World Bank, 2020a[3]). This represents 

an opportunity to promote quality infrastructure investments that incorporate elements of 

economic efficiency, in addition to limiting environmental and social costs. In 2019, the 

G20 agreed to the “G20 Principles for Quality Infrastructure Investment” to bridge the 

existing global demand-supply gap of infrastructure financing by promoting quality 

investment to support strong, sustainable and balanced growth and enhance resilience in 

societies. 

The OECD is recognised as an international leader on multiple fronts related to 

infrastructure, and has been mandated by OECD Ministers to identify good practices and 

develop guidelines in this area. A few examples of such tools include instruments to 

improve the quality of infrastructure (e.g. OECD Compendium of Policy Good Practices 

for Quality Infrastructure Investments), to build government capacity in identifying and 

commissioning key infrastructure projects (such as the draft Recommendation on the 

Governance of Infrastructure), as well as tools to promote green transformation through 

clean energy investments (e.g. Policy Guidance for Investment in Clean Energy 

Infrastructure).  

Infrastructure plays an important role in Egypt’s economic and social development 

Egypt’s experience with rapid growth in recent years has raised demand in energy and 

transport sectors and is likely to continue. In 2020, it was the only country in MENA to 

experience positive economic growth. Real gross domestic product (GDP) is expected to 

grow by 3.3% in 2020/21 and 5.6% in 2021/22. Egypt’s Vision 2030 national strategy 

specifically acknowledges the role of infrastructure in achieving the Sustainable 

Development Goals (SDGs), including by increasing the transport sector’s capacity and 

boost its share in international and regional transport volumes. This was partially addressed 

in the Transport Sector Master Plan and complemented by several mega infrastructure 
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projects including the Suez Canal Corridor and its logistics area, the rehabilitation of 3000 

kilometres of roads, and the development of renewable energy projects.  

Complementing the Egypt Vision 2030, the government recently launched the second 

phase of the National Structural Reform Program, which also targets infrastructure 

financing through enhancing the private sector’s role and improving the business climate 

(Ministry of Planning and Economic Development, 2021[4]). Finally, it has set up national 

renewable energy targets of meeting 20% of its electricity needs from renewable sources 

by 2022 and 42% by 2035 (OECD, 2021[5]). As host of the upcoming UN Climate Change 

Conference 2022 (UNFCCC COP 27), more ambitious policies to achieve green 

transformation are expected. 

These policy efforts are necessary to support the increasing contribution of infrastructure 

to Egypt’s GDP. For instance, the contribution of the construction sector through 

transportation, equipment supply and production is estimated at 16% of GDP (ILO, 

2016[6]). Overall, construction is expected to continue to grow by 9% on average for the 

period 2020-24 (US International Trade Administration, 2021[7]). These trends contrast 

with the decreasing contribution of extractive industries to GDP that dropped from 14.6% 

to 9.8% during the same period (ILO, 2019[8]). 

Infrastructure works can also contribute to increasing direct and indirect job opportunities 

for Egypt’s over 29 million workforce.1 For instance, the construction sector accounted for 

12% of total employment in Egypt in 2017 (ILO, 2019[8]), generating 313,000 or 11.7% of 

jobs between 2010-15 with higher growth for female employment (25%) compared to 

males (11.6%) (IOM, 2017[9]) (Box 1). However, these figures might be underestimated 

considering the higher levels of informal employment in the construction sector. A recent 

study by the ILO on three large energy and environment projects2 carried out in Egypt 

estimated that they will result in creating a total of 76,712 direct and indirect job 

opportunities for semi-skilled, unskilled and skilled workers (ILO, 2016[6]).  

 

Box 1. Infrastructure’s role in women’s economic empowerment in Egypt  

Investments in infrastructure can contribute to women’s economic empowerment in Egypt 

by increasing job opportunities in sectors that tend to employ more youth and women, 

improving their mobility, and reducing their time spent on unpaid care work. It provides an 

opportunity to increase their limited labour force participation which is approximately 

19%3. Investments in clean energy and renewables in particular also attract more women 

than traditional energy sectors ( (IRENA, 2019[10])).  

In construction stages, infrastructure projects might have limited direct contribution to 

female employment as they entail activities that are usually male-dominated. However, 

they might increase job opportunities for women when targeting infrastructure in sectors 

such as telecommunications, education and health with higher potential for female 

employment. Furthermore, investments in transportation infrastructure can facilitate 

women’s mobility and in turn support their involvement in paid activities. In particular, 

they could improve access to quality transportation, making it a reliable and safe public 

transport system for women. Infrastructure projects can also contribute to reducing 

women’s time spent on unpaid work in activities such as collecting water, and energy 

sources. This is particularly relevant to Egypt where unpaid work activities are 
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disproportionately affecting women, including in rural areas where access to energy and 

water might be limited. 

 Sources: (World Bank, 2021[11]), (Louay et al., 2020[12]), (World Bank, 2018[13]), (World 

Bank, 2012[14]), (CIHEAM, 2018[15]), (Oxfam, 2019[16]) 

 

Key questions 

 How have the recent strategies of the Egyptian government addressed the needs of 

the infrastructure sector? 

 Has the Egyptian private sector been involved in the development of these 

strategies. If yes, how?  

 How can Egypt’s infrastructure policy ensure inclusiveness for youth and women?  

 

Private sector participation in infrastructure remains limited 

Notwithstanding privatisation processes in the 1990’s, the infrastructure sector continues 

to be dominated by large state-owned companies (SOEs). While some public construction 

companies are open to private capital, in practice, its participation remains limited 

especially in the railway, gas and oil sectors (IFC, 2020[17]). However, other channels for 

private sector engagement in infrastructure exist, including through public-private 

partnerships (PPPs) or in the Sovereign Fund of Egypt (SFE). In this context, PPP contracts 

can take different forms such as build operate transfers4, or management and maintenance 

only. For example, the management, operation, and maintenance of the Cairo Metro’s 

future third line is to be operated by an Egyptian subsidiary of the French transport firm 

RATP Dev.  

Overall, infrastructure investments in Egypt are largely driven by public spending with the 

share of private investments relatively lower. Data by the Central Bank of Egypt suggests 

that the government invested over 56% of total public investments in economic 

infrastructure in FY 2016-17, up from 47% in FY 2007-08 (Figure 1). In 2019-20, 

infrastructure received 46% of total public investments5 (Ministry of Planning and 

Economic Development, 2021[18]). The recent increase in public spending to counter the 

impact of COVID-19 in the economy will likely have an impact on public finances and 

may reduce the space for public investment in infrastructure. As a result, greater private 

sector involvement in infrastructure, including through PPPs could not only improve the 

efficiency of infrastructure operations and bring new technologies and skills (OECD, 

2015[19]), but also reduce the fiscal burden on Egypt’s public finances. 
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Figure 1: Public and private investments in economic infrastructure assets 

EGP billions (2007-2017) 

 

Note: Economic infrastructure covers investments in “Electricity”, “Water”, “Drainage”, “Construction and 

Building”, “Transportation and Storage”, “Communications”, “Information”, and “Suez Canal”. 

Only preliminary data was available for years 2014/15, 2015/16 and 2016/17. 

Source: Central Bank of Egypt 

 

Key questions 

 What types of infrastructures projects should be targeted to ensure spillovers across 

other sectors of the Egyptian economy?  

 How can the Egyptian regulatory framework promote further private sector 

engagement in infrastructure projects? 

 How can promoting sustainable infrastructure help attract more FDI to drive 

Egypt’s growing economy? 

 

FDI in the infrastructure sector in Egypt remains below its potential 

Foreign investment inflows have been steadily increasing since 2011, and despite more 

modest inflows in recent years and the Covid-19 pandemic, Egypt remains the largest 

recipient of FDI in Africa (UNCTAD, 2021[20]). In 2020, FDI inflows amounted to USD 

5.9 billion, a decrease of 35% compared to the previous year (ibid). A sectoral breakdown 

of announced greenfield investments in Egypt between 2003 and 2019 shows that coal, oil 

and natural gas and manufacturing of chemicals accounted for 37% and 33% respectively 

of a total of USD 245 billion in investments (Figure 2). Investments in renewable energy 

and the transport sector also attracted USD 12.8 and 9.6 billion of investments respectively, 
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the highest compared to other North African countries but very low compared to the share 

of the coal, oil and gas sector. Attracting more investments in sustainable infrastructure 

would contribute to the country’s current priorities to develop new trade routes and 

transport corridors, including the new strategy of the SCZone 2020-25 to become a gateway 

to African and other global markets6.  

Figure 2. Greenfield FDI in Egypt by economic activity, 2003-2017 

Cumulated Greenfield FDI capital between January 2003 and September 2017 in USD million 

 

Note: Other includes Rubber, Leisure & entertainment, Consumer products, Paper, printing & packaging, 

Pharmaceuticals, Minerals, Automotive components, Business machines & equipment, Healthcare, Electronic 

components, Semiconductors, Aerospace, Non-automotive transport OEM, Engines & turbines, Space & 

defence, Medical devices 

Source: OECD based on fDi Markets (2021) 

 

Key questions 

 How can Egypt enhance the attractiveness and competitiveness of its infrastructure 

sector vis-à-vis international investors? 

 What can be the role of the Egyptian private sector in attracting quantity and quality 

investment in infrastructure? 

 How can the Egyptian government align public and private investments to ensure 

coherency in infrastructure financing? 

 

Key challenges continue to negatively affect investments in the infrastructure sector 

FDI can bolster the impact of infrastructure on development outcomes through filling 

financial needs and improving infrastructure performance (OECD, 2021[21]). This 

contribution will ensure the implementation of new infrastructure projects and necessary 
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refurbishments to prevent from assets deficiency that might impact on private sector’s 

competitiveness (OECD, 2020[22]). However these outputs depends on addressing 

remaining obstacles to attract further investment.  

In this context, the private sector consultation will focus on three main challenges hindering 

the potential impact of the sector on economic development: (i) the lack of an adequate 

business and regulatory environment; (ii) addressing private financing and (iii) 

sustainability and integration in GVCs. 

Challenge 1: Lack of adequate business and regulatory environment 

Egypt has made progress in improving its investment climate, including through the new 

Egyptian Investment Law from 2017 (Law No. 72 of 2017) that aims to remove 

discrimination between foreign and domestic investors. Based on statutory FDI restrictions 

(those explicit in regulations or laws) as of year-end 2019, Egypt is as liberal as OECD 

countries overall, while Libya, the Palestinian Authority and Algeria are significantly more 

restrictive than OECD and non-OECD peers. Yet, Egypt presents higher restrictions in the 

construction sector, maritime, air, and transport services than the OECD average and some 

of its regional peers (OECD, 2021[23]) (Figure 3). For instance, Egypt’s Maritime Law 1 of 

1998 only allows foreign investments in the form of joint venture companies in which 

foreign equity does not exceed 49% (OECD, 2017[24]). The Construction Law 104 of 1992 

also restricts foreign investment to joint-ventures in which foreign equity does not exceed 

49%.  

In addition, foreign participation in electrical wiring and other building completion and 

finishing services is restricted to projects valued at more than USD 10 million (OECD, 

2017[24]). Such restrictions on investment could affect competition in the market as well as 

the quality of infrastructure services needed to improve connectivity. Removing restrictions 

on service sectors such as maritime, air and transport, could also allow Egypt to enhance 

investments in high-quality logistics and move into higher-value added industries.  

Figure 3: OECD FDI Regulatory Restrictiveness Index in selected sectors 

Closed=1; Open=0 (2020) 

 

Source: OECD, 2020 

Besides these statutory restrictions on FDI, other barriers limiting investments in the 

infrastructure sector in Egypt include the complexity of regulatory procedures and lack of 

an adequate business climate. In particular, the lack of a clarified regulatory framework 
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governing infrastructure activities in Egypt causes challenges when navigating the 

numerous coexisting channels for private sector engagement and sector-specific laws 

regulating this sector. This is amplified by problems pertaining to contractual uncertainty, 

a complex land system registration and the lack of clarity on procurement contracting 

procedures. These are all mentioned as major impediments to investments by local private 

actors operating in infrastructure sectors (EBRD, 2017[25]). Clarifying infrastructure 

strategies and priorities and their integration with other economic sectors is also key to 

improve the overall business climate.  

Challenge 2: Addressing private financing 

Infrastructure in Egypt is mainly provided by the public sector through state-owned 

enterprises (SOEs) that typically award direct subcontracts to private sector entities, 

including to foreign investors. Public-private partnerships (PPPs) are limited but they are 

an important avenue through which private sector resources and expertise can be leveraged 

in Egypt. The infrastructure investment gap is estimated to be at least USD 675 billion, or 

5% of GDP, between 2016 and 2040 (Global Infrastructure Hub, 2017[26]) (Figure 4). At 

current levels of spending, this translates into an investment gap of USD 230 billion per 

year, or 1.7% of GDP. These gaps are particularly important in some sectors including inter 

alia, electricity and roads at respectively USD 251 billion and USD 212 billion.  

In an effort to attract further private sector engagement in infrastructure, Egypt 

implemented a number of reforms that slightly increased private sector participation. In 

2010, it strengthened its PPP regulatory framework through a PPP Law (Law PPP No.67 

from 2010) allowing private entities to perform infrastructure projects and public utilities 

for contracts of up to 30 years duration. It complemented the creation of a PPP Central Unit 

(PPPCU) supporting authorities in the preparation of PPP projects in 2006 and a PPP 

Supreme Committee coordinating with different relevant ministries. Despite these 

legislative efforts, the lack of resources allocated to the PPPCU, as well as limited tracking 

and implementation were identified as obstacles to higher private sector engagement in 

PPPs.  

These infrastructure needs could also be partially covered by non FDI tools such as bonds 

but with the risk of further reducing the space for private sector engagement in 

infrastructure. On the other hand, the establishment of the Sovereign Fund of Egypt in 2018 

and its initial USD 12.7 billion (EGP 200 billion) capital might provide new opportunities, 

along with more flexibility for investors to engage in infrastructure projects. Such 

arrangements might lower management fees and improve investors’ visibility (Lopez, 

2019[27]). Overall, switching to a more market-oriented model through private sector 

engagement can increase competitiveness through more efficient procedures and lowering 

costs. It can in turn, induce positive spill overs in other sectors such as transportation, or 

industries engaged in global value chains. 
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Figure 4: Infrastructure investment needs in Egypt 

Percent of GDP, (2016-40) 

 

Source: Global Infrastructure Hub Outlook 2018 

Challenge 3: Sustainability and integration in value chains 

Attracting quality investments in infrastructure in Egypt is key to align with the sustainable 

development goals and objectives of the Paris Agreement. While the country is endowed 

with renewable energy sources such as solar and wind, there is scope to further increase 

the share of renewables in the energy mix. For instance, the share of renewable energy in 

final energy consumption is between 5 and 5.5% in Egypt and Jordan, and between 10 and 

12% in Morocco and Tunisia (IEA, 2020[28]). Similarly, the share of renewables in 

electricity production is 8.5% in Egypt compared to 35% in Morocco, partly due to the fact 

that Egypt still relies on fuel consumption (OECD, 2021[23]). Despite their attractiveness 

and potential, investments in renewables remain far behind the levels allocated to extractive 

industries.  

In an effort to address this issue, Egypt adopted a Sustainable Energy Strategy 2035 aimed 

at covering 20% of its electricity needs with renewable sources in 2022, compared with 

only 3% in 2015 (World Bank, 2021[11]). Other measures include the Feed-in-Tariff Act 

that provides several advantages and incentives such as land granting, or tax incentives for 

investors in renewable power projects. These efforts were complemented by the adoption 

of the new Electricity Law (Law No. 87 of 2015) liberalising electricity transmission 

activities towards more competition to reduce market entry costs for renewable energy 

players. In 2019 Egypt was the first country in the MENA region to issue green bonds with 

a total value of USD 750 million over five years and with an interest rate of 5.25%.7 Overall, 

these initiatives can contribute in raising the sectors’ attractiveness to international 

investors but might not be sufficient if other limits to FDI are not addressed.  

Similarly to sustainability, addressing connectivity issues in Egypt can also contribute to 

boost economic activity and increase attractiveness for investors. Thanks to a boost in 

investment over the last decade, Egypt has advanced the most in the region on the indicator 

of “quality of trade and infrastructure”8 (e.g. ports, roads, airports, information technology) 

of the World Bank’s Logistic Performance Index9. Yet, despite such progress, major 

challenges on connectivity remain including a lack of multimodal transport, overreliance 
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on roads, a fragmented port system, and low efficiency of the railway sector (OECD, 

2020[22]). For freight, there is no integrated scheme yet in place that would encourage 

intermodal rail-road-river transport. 

Addressing bottlenecks in logistics and the transport infrastructure could also lead to more 

trade and investment, stimulating the growth of manufacturing firms in particular. 

According to the World Bank enterprise surveys, 13% of domestic firms identified 

transportation as a major constraint on their activity (Figure 5) (World Bank, 2020[29]). This 

is lower compared to many of its neighbours in the Mediterranean, such challenges can add 

to logistics costs, further limiting Egypt’s relatively low integration in regional and global 

value chains (OECD, 2018[30]).  

 

Figure 5: Exporting firms identifying transport costs as a major constraint 

As % of manufacturing firms 

 

Source: World Bank, Enterprise surveys, 2020 

 

Key questions 

 What are the most important obstacles for private sector development and the 

attraction of quality FDI in the infrastructure sector of Egypt? 

 Besides those listed in this paper, what other challenges exist? 

 How can the private and public sector build grounds for important reforms such as 

competition or further removing investment restrictions? 

 What policies are needed to enhance the competitiveness of Egyptian MSMEs in 

infrastructure-related subsectors, to enhance competition and innovation in the 

sector? 
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 How can the Egyptian private sector support sustainable infrastructure 

development? 

OECD policy frameworks and tools can support Egypt’s efforts to improve the 

competitiveness and attractiveness of its Infrastructure sector 

Over the years, the OECD has developed a number of policy tools on investment   that can 

help Egypt improve the competitiveness of its infrastructure sector and its attractiveness 

for international investors.  

 The OECD Framework for the Governance of Infrastructure provides policy 

solutions to the main challenges in the governance of infrastructure investments. It 

is based on an assessment of the current practices in infrastructure governance and 

key obstacles encountered throughout the policy cycle. For each challenge, this 

framework suggests practical policy tools and benchmark indicators that can 

support policy makers in improving infrastructure management (OECD, 2017[31]) 

 The OECD Guidelines on Multinational Enterprises, contain key 

recommendations addressed by governments to MNEs operating in or from 

adhering countries.  The Guidelines recognise that MNEs have a responsibility to 

ensure that their international business operations contribute positively to 

sustainable development outcomes. In this context, they include a recommendation 

to MNEs on improving their environmental performance and reduce greenhouse 

gas emissions (OECD, 2011[32]).  

 The OECD Policy Framework for Investment (PFI) brings together key 

guidelines to help governments create the right conditions to attract domestic and 

foreign investment. Investment policies can participate in enhancing connectivity, 

notably through enhancing market openness, investment promotion and 

facilitation, and by enhancing the impact of FDI on sustainability. A specific 

chapter is dedicated to investment in infrastructure that highlights key principles 

including creating an enabling environment for investment as well as encouraging 

inclusiveness and responsible conduct.  (OECD, 2015[33]). 

o Based on the PFI, the FDI Qualities Indicators and ongoing work on a Policy 

Toolkit also address the ways in which infrastructure investments can 

contribute to sustainable development. In particular, it focuses on ways FDI can 

support decarbonisation and efficiency improvements of the energy sector 

(OECD, 2019[34]).  

 The OECD Principles for Private Sector Participation in Infrastructure 

established in 2007 supports government engagement with the private sector on 

financing infrastructure projects that hold significant potential economic outcomes, 

in particular, transport, water and power supply and telecommunications (OECD, 

2007[35]). The principles outline a checklist of policy considerations to ensure the 

benefits of these projects and services to the economy and viable returns to private 

sector partners. The Principles can be used for government assessment, action plans 

and reporting, international co-operation and public-private dialogue, in 

conjunction with other OECD instruments, such as the Policy Framework for 

Investment and the OECD Guidelines for Multinational Enterprises. 
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 The OECD Principles for Public Governance of Public-Private Partnerships 

provides guidance to policy makers in ensuring that selected PPP projects – 

including in infrastructure - have value added (OECD, 2012[36]). The 12 principles 

give directions to assess cases in which PPPs are relevant and then focus on the 

public sector role in safeguarding PPPs benefits throughout each step of the 

process. The principles focus on three main objectives: 

o Establish a clear, predictable and legitimate institutional framework supported 

by competent and well-resourced authorities. 

o Ground the selection of Public-Private Partnerships in value for money. 

o Use the budgetary process transparently to minimise fiscal risks and ensure the 

integrity of the procurement process. 

 The OECD Policy Guidance for Investment in Clean Energy Infrastructure 

supports governments in addressing barriers and identifying ways to scale up private 

investment in clean energy infrastructure (OECD, 2015[37]). It addresses all aspects 

pertaining to investment attraction from policy requirements, investment promotion 

and facilitation, as well as public governance considerations.  

 The OECD Compendium of Policy Good Practices for Quality Infrastructure 

Investment compiles best practices and measuring tools for quality infrastructure 

investments in accordance with international standards and the G20 Principles for 

Quality Infrastructure Investment. It includes specific recommendations on 

integrating the private sector in infrastructure projects in order to bring expertise, 

achieve economies of scale as well as cost effectiveness (OECD, 2020[38]).  

o Based on the Compendium, the OECD Implementation Handbook for 

Quality Infrastructure Investment provides concrete guidance on ways in 

which quality infrastructure investment can support policy priorities 

including underpinning sustainable development. The Handbook focuses on 

major investment issues in the context of the post COVID-19 era and 

provides practical solutions to them. It includes a dedicated chapter on 

mobilising finance for quality infrastructure investment that outlines existing 

challenges such as project risk-assessment or risk mitigation and potential 

options to manage these (OECD, 2021[39]).  

 

Key questions 

 How can the existing OECD policy tools best support reforms to boost the Egyptian 

infrastructure sector? 

 How can the OECD best support sustainable sectoral PPD in Egypt? 
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2 The study focused on the Egyptian Pollution Abatement Project II in the environment sector and  

Giza North Power Generation Plant project and Egyptian Power Transmission Project in the energy 

sector. 

3 This number is based on estimations from the ILO of female labor force participation rate in 

proportion of total female population over 15. 
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both the customer and the regulator of the service. 
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8 Egypt advanced its score from 2.22 in 2010 to 2.82 in 2018 on a scale from 1 (worst) to 5 (best), 

ranking from 106th (out of 155) in 2010 to 58th (out of 160) in 2018. 
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