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The issue of bureaucracy was identified as an issue of priority from the results 
of a survey conducted in June 2009 by the Al-Ahram Center for Political and 
Strategic Studies, in coordination with the Center for International Private 
Enterprise (CIPE) on "Business Environment for small and medium-sized 
enterprises in Egypt and SMEs Interaction with Government Agencies." The 
poll surveyed nearly 800 small and medium-sized enterprise employers in six 
governorates (Alexandria, Cairo, Dakahlia, Gharbeya, Minya, and Port Said). 
 
The issues presented in the paper were highlighted at seminars on small and 
medium sized enterprise policies organized by the Federation for Economic 
Development Associations in coordination with the Center for International 
Private Enterprise in 2009 in Alexandria, Cairo, Fayoum, Mansoura, Minya  
and Port Said. They were attended by small and medium-sized enterprises 
owners from 15 provinces, and discussed issues of integrity, transparency, 
government procurement  decentralization, bureaucracy and the free flow of 
information. The recommendations adopted by the seminars form, in their 
entirety, an important framework for dealing with these vital issues. 
 
The paper and recommendations are reviewed by the members of the 
advisory council for CIPE project on «Combating Corruption and Promoting 
Transparency in Egypt»
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execuTive summaRy
The Egyptian economy suffers from the crushing weight of a leviathan 
bureaucracy that negatively impacts its investment and economic growth. 
This bureaucracy, exemplified by time-consuming and protracted government 
procedures, overlapping and conflicting laws and regulations, and high 
cost and complication of doing business in Egypt, has lead to the Egyptian 
economy’s lack of global competitiveness. SMEs suffer the most from the 
inefficient bureaucracy, and their strong ability to contribute to Egypt’s overall 
competitiveness is hindered because of it. This paper will suggest ways for 
reducing this unnecessary and burdensome bureaucracy in Egypt. This paper 
provides solutions that aim to improve Egypt’s business environment through 
enhancing investments and supporting the growth of SMEs.

The negative impact of the Egyptian bureaucracy is well-known and for some 
time has been a primary concern for key institutions such as the People’s 
Assembly, the Ministry of Administrative Development, along with local think 
tanks, media, and business associations.  Significant debates on the subject of 
bureaucracy by these parties have led to the development of a comprehensive 
program for administrative reform led by the Egyptian government, which 
includes the following elements:

1. Restructuring the state administrative apparatus by retraining redundant 
workers and place them in another jobs whether inside or outside the 
government, reducing the number of administrative units and removing 
some administrative levels that do not exercise authority, and accelerating 
the issuance of the civil job (or servants) code;

2. Improving the living conditions of civil servants and enhancing their 
professional skills, through increasing their salaries and wages, dealing with 
problems in performance appraisals and promotions, providing training 
and enhancing skills, establishing a minimum wage that ensures a decent 
quality of living for civil servants (to avoid bribery), and ensuring equality in 
government employees payments;

3. Streamlining government procedures and facilitating citizens’ relations with 
the administrative apparatus, and enhancing effectiveness through the “one-
stop-shop” system;

4. Combating administrative corruption;



5. Reducing costs and barriers to small business start-up and 
operation;

6. Supporting decentralization of the local administration; and

7. Providing a political environment conducive to administrative 
reform. Since democracy (rule of the people) is the best means 
to manage bureaucracy (rule of the civil service), increasing 
political reform towards democracy will support the elimination 
of bureaucracy. This is to be achieved through effective public 
monitoring, decentralization, and restructuring the administrative 
apparatus as well as enabling it to take self-corrective measures 
whenever unethical or illegal practices are identified.
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inTRoducTion
Numerous studies and surveys confirm that the Egyptian economy suffers 
greatly from bureaucracy. This is evident in the many obstacles that arise from 
complicated government procedures for obtaining required approvals to start 
an investment project. New entrepreneurs have a host of hurdles ahead of 
them; receiving approval from numerous authorities, navigating the obscure 
laws and legislatures that govern investment activities, and are further faced 
with expensive fees and the need to obtain social insurance. This unfavorable 
situation has had a detrimental effect on Egypt’s labor market and international 
competitiveness; thus, in  Egypt ranked 130 among 131 countries with respect 
to the quality of its workforce market, with only Libya coming in behind at 
number 131. For the Egyptian economy to advance, these issues need to be 
confronted head on. Increasing the competitiveness of the Egyptian economy 
internationally depends on improving production of various goods and services 
and increasing the volume of production.

The small business sector is the one hardest hit by the Egyptian bureaucracy.  
Compared with workers in developed economies, Egyptian SMEs rely on 
cheap technology and inexpensive labor. The combined cost-effectiveness 
and high-quality of Egyptian products, provides Egyptian exporters with a 
significant window of opportunity to increase their global market share. The 
future of SMEs in Egypt and the enhancement of the Egyptian economy 
require a comprehensive administrative reform program to abolish complicated 
procedures, obscure legislations and to reduce the number of authorities 
that small business owners have to report to. It is essential that the new 
administrative reform program be answerable to the following questions, which 
this paper will seek to address:

The future of SMEs in Egypt and the enhancement 
of the Egyptian economy require 

a comprehensive administrative reform program



1. What is bureaucracy, its ills and its impact?

2. How did the Egyptian bureaucracy transform from something 
designed to facilitate capital development to an obstacle in 
its path, and what is the overall impact of bureaucracy on the 
Egyptian economy?

3. How do these bureaucratic ills affect SMEs in Egypt and how does 
this reflect on the national economy?

4. What are the main components of administrative reform needed 
to solve the problems of bureaucracy?

5. What is the proper political framework for administrative reform?
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1. Yassin, Mohamed Hassan “The Other Face of Bureaucracy”, El Taliaa Magazine, 4th Issue April 1965, 
El Ahram, Cairo, P. 31, 33. 
2. Sherif, Fouad “The Theory of New Bureaucracy”, El Taliaa Magazine, Fourth Issue, 1965, El Ahram.

fiRsT: BuReaucRacy ills and impacT on The 
egypTian economy
Bureaucracy is a phenomenon that naturally arises from managing large 
projects; it separates managerial roles according to specializations to enact 
policies effectively. Bureaucracy is thus a needed process to manage any large 
operation or project, whether designed to be ongoing or to finish within a set 
timeframe. The greater the volume of work involved in any given activity, the 
greater the need for a system to provide the foundation for adequate production 
capacity.1

Bureaucracy naturally permeates government authorities and their work, 
yet bureaucracy is not limited to government alone, it is also found in large 
industrial and commercial projects, where it is deemed essential for success by 
improving the ability to produce highly competitive goods and services. We 
can safely summarize bureaucracy as a group of institutions or organizations 
that take on a particularly good form of governance that is based on delegating 
official authority and on advocating a workplace ethic that does not rely on 
personal authority. Work is organized within this system according to an official 
separation of duties that takes into consideration technical specialization and 
work distribution (vertically among tasks and horizontally among several 
management levels). Work runs according to official predetermined rules and 
procedures documented in a clearly written form. Work is organized according 
to official job descriptions, devoid of personal authority.2

Bureaucracy in its theoretical form is an important development in the science 
of management; it places objective considerations above personal interests. 
It also offers large-scale projects and the government increased chances for 
success by delegating according to specialization and by establishing procedures 
according to specified regulations. In practice however, bureaucracy often 
becomes a negative phenomenon, and can cripple development when its vices 
overtake its virtues. In these cases, bureaucracy itself is the root of stagnation 

We can safely summarize bureaucracy 
as a group of institutions or organizations 

that take on a particularly good form of governance
that is based on delegating official authority 

and on advocating a workplace ethic 
that does not rely on personal authority



and lack of efficiency; instead of enhancing productivity as intended, 
it ends up as an obstacle in its path. By its heavy and burdensome 
weight that impedes responsiveness to demands and to pressing 
issues, bureaucracy poses an often insurmountable obstacle to self-
motivation, ingenuity and other hallmarks of a free democratic 
society.3

This situation is reflected in the caliber of the administrative 
persona, some of which are positive while others are negative. The 
modern history of economic thought has created two examples 
of administrative personalities. The first model is the creative 
type, praised by Schumpeter4, the character with a creative role in 
promoting technological and production advancement. In this case, 
the bureaucrat possesses strong exceptional motivation and creativity 
in the search for new production operations, new material or markets 
that makes him stand out among his peers. Juxtaposed against this 
first character stands the personality of the bureaucrat who works in 
conventional government authorities and performs limited activities. 
His behavior usually reflects preserving the status quo, monotonous 
performance, and succumbing to monotonous routine work.5 

The psychology of The BuReaucRaT: Considering that 
bureaucratic illnesses demonstrate symptoms of disturbed human 
behavior, we can look to the science of psychology to find a cure. The 
administrative bureaucratic character displays signs of an unhealthy 
and unbalanced behavior that abhors creativity and innovation. 
The bureaucratic behavior tends to avoid responsibility, avoids or 
takes very limited action, and poses false objections in order to shift 
responsibilities onto others in order to avoid them. 

This tendency to evade responsibility is at its extreme when three 
aspects are present simultaneously:

3. Yassin, Mohamed Hassan “The Other Face of Bureaucracy”, El Tali3a Magazine, 4th Issue 
April 1965, El Ahram, Cairo, P. 31, 33.
4. Joseph Alois Schumpeter( 1883- 1850), is an Austrian Economist and Political Scientist; he  
was one of the first scholars to develop theories on Entrepreneurship.
5. Iskandar, Nagib “The Bureaucratic Personality and Socialist Practice”, El Talia Magazine, 4th 
issue April 1965.

The administrative bureaucratic character 
displays signs of an unhealthy and unbalanced behavior 

that abhors creativity and innovation
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Lack of positive motivation to act: when the bureaucrat wonders 
(consciously or subconsciously) why they should perform a new act not 
clearly dictated by the regulations, the administrative personality cannot 
find an answer in themselves sufficient to drive them towards action.

Fear of the results of the new independent act and repercussions that 
can lead to severe penalties. This tendency has appeared clearly in some 
bureaucratic organizations after increasing fines and penalties.

Lack of regulations and standards that can be used by constructive 
monitoring that targets positive actions and rewards them, the same way 
it targets minor superficial mistakes.

Incidents of avoiding responsibility increase where mental and intellectual work 
are concerned, where the work is measured directly on a material basis. Many 
experts believe that avoiding responsibility is a negative affect of bureaucracy 
on human behavior. Harold Laski for example noticed that bureaucrats hate 
embarking on new experiences, performing creative actions or tackling the 
unknown. They shy away from all work that has not been previously assigned 
and instead prefer caution and vigilance to new productive independent 
actions. Work systems in bureaucratic organizations reflect these tendencies 
clearly in their practices, marked by a continuous growth in paperwork from 
the variety of required approvals and employee reviews. This renders procedures 
sacred and turns rules and regulations into legal defensive shields behind which 
bureaucrats hide from independent action and thereby find it in their best self-
interest to maintain and continually augment the already expansive rules.6

From the above, it is clear that bureaucrat tends to impose habit and tradition 
over innovative thinking. Habit leads to one response and one reaction to 
similar situations. Routine signifies the entire organization; its importance 
is on par with the rituals and traditions in all organized human groups. This 
widespread of routine in the institution, leads to ritual practices that exempt the 
employee from conscious innovative thinking.7

BuReaucRacy gRow Th in egypT: Bureaucracy is deeply rooted in Egypt’s 
history tracing back to the early formation of central government based around 
the need to organize farming and irrigation. The reign of Muhammad Ali 
(1805–1848), commenced a new modern phase in Egypt that established 
many administrative authorities. Bureaucracy was conceived as a necessary 
phenomenon to accompany administrative operations, capital growth and the 
establishment of large projects. Absence of democracy however led to lack of 



public scrutiny, internal monitoring of the government’s own bodies, 
and extreme centralization. Bureaucratic ills began to appear to the 
extent that they generated a discourse during the monarchic era of 
reforming the government apparatus and abolishing routine.

The government’s responsibility expanded after the Egyptian 
Revolution of 1952 and it began to assume new roles such as direct 
investment in the industrial, agricultural and commercial public 
sectors, offering basic services to its citizens in the fields of health, 
education, housing, and transport among other sectors. As the 
government began to establish public facilities and to administrate 
them, bureaucratic diseases began to intensify. Over the years, the 
government has made numerous statements that promise to end these 
diseases with slogans such as “an administrative revolution”, “shaking 
up the government institutions”, or “demolishing the failing routine” 
yet up to now these have remained empty promises. Even after the 
government’s shift to a market economy and the alteration of its 
duties, these diseases still run rampant and are becoming even further 
entrenched. Their main features are the following:

1. Government institutional slump and declining performance The 
government of Egypt’s role expanded enormously as it entered areas 
of direct investment and began offering services to citizens. The role 
of the industrial, agricultural and commercial public sector multiplied 
as it adhered to a policy of hiring college graduates (set in place since 
1962). The number of civil servants in the government and the public 
sector has today reached an astounding 6.8 million, with their total 
income reaching 86.1 billion pounds (from the budget of 2009), an 
increase of 12% from the previous year. This is the largest percentage 
of civil servants for any government institution worldwide, as shown 
in Table 1.

Civil servants suffer from extremely low salaries compared to the 
constant growth in prices of products and services. Moreover, these 
already unfair salaries are subject to large discrepancies between the 
minimum and maximum incomes within an institution, as well as a 
further disparity between employees of different ministries (regardless 
of similar qualifications and work periods). 

Civil servants suffer from extremely low salaries compared 
to the constant growth in prices of products and services
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Laws and Overlapping Responsibilities

Weak performance of 
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Source: Egyptian Citizens’ Perceptions of transparency and Corruption 2009 
national Public opinion Survey, Ahram Center for Strategic and Political 
Studies, and the Center for International Private Enterprise, December 2009

to what extent does each of the following reasons cause the spread of corruption? (a. 
low Wages and Income; b. Weak Performance of oversight Authorities; c. Duplicative 
and Conflicting laws and overlapping Responsibilities; d. Insufficient oversight 
by the People’s Assembly over Government Performance;  e. Insufficient Accurate 
Information; f. Weak Political Participation)

Country Population 
(in Millions)

Civil Servants 
(in Millions)

1  Egypt 76.2 6.46
2 Libya 6.13 1.9
3 Morocco 34.8 1.2
4 US 3.7.2 2.7
5 Cuba 11.4 4.96
6 Brazil 198.1 2.7
7 Argentina 40.9 1.1
8 UK 61.11 0.54
9 France 64.05 0.56
10 Germany 82.32 0.75
11 China 1.338.61 807.7
12 India 1.166.8 52.35
13 Malaysia 25.71 0.5
14 Indonesia 240.27 2.11

table 1: The ratio of population to civil servants



2. Diversity and ambiguousness of legislatures and laws: The 
consecutive attempts at reform in Egypt have resulted in a variety 
of laws and legislatures to govern various aspects of life, particularly 
economic and investment activities. The rush to issue these 
legislatures has led to poor wording and ambiguity, which backfired 
the intended result; instead of promoting better governance it has 
allowed civil servants to manipulate and blackmail those who seek 
their services. Both the problem and the solution lie within the 
government employee: he may reject a submitted request for a service 
(the problem) but for an appropriate bribe deliver the required service 
(the solution). The diversity and ambiguity of the new laws thereby 
led to unnecessary delays in issuing permits and built additional 
corruption into the system. 

The diversity and ambiguity of the new laws 
led to unnecessary delays in issuing permits 

and built additional corruption into the system

How can you describe your experience when dealing with the government 
agencies during the establishment process? (very easy; easy; normal; 
difficult; very difficult)  Was the establishment process easier or more 
difficult than you expected? 
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Source: Survey on SMEs business environment, and the interaction of 
SMEs with government agencies, Ahram Center for Strategic and Political 
Studies, and the Center for International Private Enterprise, June 2009

These wide discrepancies are apparent when comparing the general 
status of employees of the Tax Authority and those of the Ministry 
of Finance to those working at local authorities who are deprived of 
promotions, incentives and overtime pay. 
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How many licenses or permits did you have to obtain to start your business? [786] (By 
governorate)
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3.  Administrative hurdles and slow procedures: This is one of the most 
widespread bureaucratic diseases in Egypt and is present on a large scale. 
Citizen and investors can rarely accomplish business at a government authority 
within a reasonable timeframe. Often these authorities must be visited over 
extended periods to obtain necessary permits or required documents, leading to 
an increase in the costs borne by the citizen and the small business owner. 

 
4. Rampant corruption in government institutions: The absence of 
democracy, public scrutiny, properly qualified civil servants, and increasing 
centralization has made corruption rampant. Civil servants have twisted the 
ambiguity and diversity of the laws to their favor by blackmailing the public 
and receiving unlawful payments for themselves. Administrative corruption, 
profits and bribes have become prominent features of government performance. 
This has been confirmed by surveys carried out by the Ministry of State for 
Administrative Development and other authorities. 

The absence of democracy, public scrutiny, properly qualified civil 
servants, and increasing centralization has made corruption rampant

Source: Survey on SMEs business environment, and the interaction of 
SMEs with government agencies, Ahram Center for Strategic and Political 
Studies, and the Center for International Private Enterprise, June 2009



The latest survey on the climate for small enterprises was carried 
out by the Al-Ahram Center for Political and Strategic Studies in 
collaboration with the Center for International Private Enterprise 
(CIPE) and Federation of Egyptian Development Associations 
(FEDA). Owners of small businesses related great hardships for 
obtaining necessary approvals to start their activities and operations, 
which increases cost, adds risks and threatens to end their business 
activities. 

0%

10%

20%

30%

40%

50%

60%

70%

80%

Yes No

DK / N
A

Licensing Operation

5. The impact of the informal sector: Due to the immense 
difficulties posed by the failing bureaucracy, a large segment of 
industrialists and merchants in Egypt conduct their activities 
completely outside the law. Thus, they do not adhere to any financial 
requirements with respect to social security, taxes or labor laws.. In 
1998, the informal sector in Egypt reached an astounding 83.6%, 
creating a serious obstacle to the development of an official small 
enterprise sector, and depriving the Egyptian economy of both its 
direct and indirect benefits.8  

8. Abdel Motteleb El Asrag, Hussein “The future of SMEs in Egypt”, El Ahram El Eqtesady Book 
no. 229, October 2006, Cairo.

Were you obliged to offer illegal payments or presents to: obtain the 
licenses necessary for your business/operate your business?

Source: Survey on SMEs business environment, and the interaction of 
SMEs with government agencies, Ahram Center for Strategic and Political 
Studies, and the Center for International Private Enterprise, June 2009
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The lower operational costs of the informal sector (as a result of evading taxes, 
social security and offering low wages for workers), allow it to enter into unfair 
competition with small enterprises that are officially registered, leading to 
bankruptcy of the latter. This difficult situation calls for the abolishment of 
administrative hurdles and other bureaucratic maladies to include this sector in 
the official economy and ensure the uninhibited growth of SMEs.9

As previously mentioned, bureaucracy as an administrative tool based on 
specialization, work distribution and legalizing procedures according to specific 
regulations is not negative in itself. What is in need of urgent correction are 
the complications that arise from an oversized ineffective bureaucracy, with 
particular care to ensure that the social circumstances under which they arose 
are no longer in place. 

In Egypt, the role of the government has been changing as of late, retreating 
from functions that it has previously performed while inventing new tasks. 
The government is still responsible for designing policies and offering basic 
services, but it has retreated from a number of direct economic activities 
and has switched to a supervisory role as a monitor and regulator of market 
performance. This positive shift has allowed the private sector and NGOs to 
share in the process of setting and implementing public policies. Meanwhile, 
the discourse has intensified over the need for a highly-qualified low-cost 
administrative institution and demand has grown for strengthening integrity, 
transparency and administrative accountability. It is important to find real 
solutions to these deficiencies within the framework of a comprehensive 
administrative reform program. Determining effective procedures for reform 
requires understanding the extent to which the small enterprise sector has been 
affected by bureaucracy and its repercussions on the national economy. 

9. Abdel Motteleb El Asrag, Hussein, The Previous Reference.



10. Abdel Motteleb El Asrag, Hussein “The future of SMEs in Egypt”, El Ahram El Eqtesady Book 
no. 229, October 2006, Cairo.

second: The effecT of BuReaucRaTic ills 
on small enTeRpRises in egypT and iTs 
RepeRcussions on The naTional economy

The term “small industries”, according to Egyptian Law 141 for 
the year 2004 (the Law of Small Businesses Development), is not 
limited to private sector establishments but also includes cooperatives 
and home or family production groups. Basically, each individual 
company or establishment performing an economic, production, 
service or commercial activity which has a minimum paid capital of 
fifty thousand pounds and does not exceed a million pounds, with 
the number of workers not exceeding fifty is considered a “small 
industry”. These industries vary from self-employed individuals to 
small establishments. 

Worldwide, there is a growing consensus on the importance of small 
businesses for national economies, in developed as well as developing 
countries, particularly in light of the growing demand for job 
opportunities in production. Small businesses can be classified into 
three categories: 

1. Self-employed: Activities are undertaken by poor people to earn 
a living in the absence of the safety net of social security. The 
majority of self-employed people lack basic skills, experience, 
income sources and access to markets.  Most work illegally and 
informally.

2. Handicrafts: The craftsman or craftswoman usually works with a 
small number of workers (usually not exceeding 10). Handicrafts 
include homemade crafts that can provide income without 
requiring a place of business/residence. Most handicraft workers in 
Egypt are unregistered women. 

3. Small businesses: Includes the actions of private individuals or 
families that target economic gain through producing goods or 
services. Small businesses depend highly on skilled and non-skilled 
local labor, technology and local raw material and usually require 
technical, administrative and financial support.10
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The current number of small business in Egypt included in these three 
categories of activities is over 300 thousand, with more than eight million 
workers and a net added production value amounting to almost five billion 
pounds.11  According to the latest census, the number of SMEs in Egypt is 
97.7 percent of all businesses, and employs 76 Percent of the workforce and 
produces 80 Percent of all domestic products. They contribute to 7 Percent of 
Egyptian exports, which is a modest percentage but it is projected to increase to 
20 Percent within the next 3 years. 

Small businesses are tied directly to the health and well-being of the national 
citizenry and play a large role in ensuring food and clothing security. These 
enterprises are considered among the main tools for combating unemployment 
due to their low capital and heavy reliance on manpower. They generate 
real opportunities for developing countries with respect to low–cost, highly 
productive jobs, which stimulate the local economy and encourage investment. 
Further, the low risk factor contributes to increasing job opportunities for 
skilled and half skilled labor and increases the potential for on the job training 
to enhance skills and abilities, the sort of training that larger establishments are 
incapable of to providing.12

oBsTacles To The gRowTh of small enTeRpRises: Despite the importance 
of small industries with respect to their role in boosting the national economy, 
they face an abundance of bureaucratic obstacles that affect their growth, 
including repressive tax and social security systems. The high cost of social 
security combined with the high cost of starting up an operation can lead to 
its bankruptcy and closure. Complicated and costly government procedures 
(which do not include these businesses in the official framework of economic 
activity) make it hard for small businesses to get a head start. SMEs in Egypt 
have a large number of authorities which they have to interact with, starting all 
the way from receiving operational permits from units of local administration 
to raising financing for the project, a both costly and time-consuming 
environment. Supervisory authorities include organizations such as The Social 
Fund for Development, The Ministry of Foreign Trade and Industry, The 
Ministry of Finance, The Ministry of Local Development, and The Ministry of 
Insurance and Social Affairs.13

Following is a detailed presentation of these obstacles and their impact on small 
industries and the national economy.

11. El Banan, Ashraf “SMEs and solving the Unemployment Problem”, El Ahram El Ektesady No. 
189/ September 2003, Cairo, Page 163.
12. Abdel Motteleb El Asrag, Hussein “The future of SMEs in Egypt”, El Ahram El Eqtesady Book 
no. 229, October 2006, Cairo.
13. Abdel Motteleb El Asrag, Hussein, The Previous Reference.



ThiRd: The main adminisTRaTive huRdles ThaT 
affecT small enTeRpRises
Small enterprises face many administrative hurdles that affect the practicality 
of continuing their activities. In many cases, owners of these enterprises 
are inclined to escape to the informal sector in order to avoid bureaucratic 
problems. Examples of these hurdles are:  

1. difficulTies in oBTaining opeRaTional peRmiTs foR woRkshops and 
facToRies Despite the solutions proposed by Law 1412004/ concerning small 
enterprises, small business owners still face significant challenges. There are 
thousands of factories across Egypt (from cities ranging from 10th of Ramadan, 
6th of October, to Borg El Arab, Port Said and Ismailia) that have been 
operating for many years without permits. In Port-said and El Herafeyeen city 
alone, about 1000 workshops (75 percent of factories in these cities) operate 
without permits due to official claims that the premises are unsuitable. The 
amount and high cost of the required documents makes obtaining permits an 
untenable option for most small business owners. Even in instances where the 
factory is able to meet the all of the government’s requirements, bureaucratic 
delays mean that the owners must still wait several years until the permit can be 
issued. 
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128101066986107number of procedures to 
open a business

10533211766272712149Duration for starting 
activity (days)

1911202625311811191828
Procedures for obtaining 
permits (number)

1965620818018821115513116322249Duration of obtaining 
permits (days)

2646465887Registering property 
procedures (number)

219112366331744722193Duration for registering 
property (days)

table 2 Egypt’s rank among countries with similar inefficient bureaucracy

Source: Doing Business report 2008, issued by the World Bank.
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The Social Fund for Development has attempted to solve this problem through 
the new  law for small enterprises by providing temporary permits that become 
permanent within thirty days of the law. Yet implementation is still faced with 
bureaucracy generated by local authorities who find it hard to relinquish control 
over this area, and require duplicate documents from permit requesters.  Table 2 
shows the impact of bureaucracy on small industries.

2. difficulTies in exiTing The maRkeT Numerous bureaucratic obstacles face 
companies in Egypt when they want to end their operations and liquidate. 
There are thousands of companies listed in the registers of The Ministry of 
Investment and Industrial Development Authority despite having ceased to 
exist because the owners gave up on trying beginning liquidation procedures. 
Indeed, Egypt ranks very poorly for its ease of procedures allowing companies 
to withdraw from the market (number 124 among 175 countries) in 2008 
competitiveness report issued by the World Bank.

 The following scenario illustrates this point: An investor in Egypt applies 
and is allocated one thousand meters of land for a project. He receives the 
land in 2004 and is issued the building permits in 2006.  Due to the financial 
crisis however the investor faces difficulties in obtaining the credit required 
for importing the necessary equipment for his project. If he decides to cancel 
his project and liquidate his company he faces the following bureaucratic 
difficulties:

He is required to obtain social security from the date he received the 
land (with a note of receipt) and to provide insurance to two land guards 
from 2004 to 2010, the date of liquidation. 

A letter from the sales tax authority where the company is registered to 
prove that there are no debts incurred by the company. The tax authority 
requires submitting a monthly report so that the registration of the 
company may be cancelled and the company liquidated. Failing to 
produce the monthly report leads to a fine. 

A letter is also required from the general tax authority. 

The owner is also required to pay fees to the Chamber of Commerce, 
which amount to 0.25 of the capital from the date of the receipt of the 

Egypt ranks very poorly for its ease of procedures allowing companies 
to withdraw from the market (number 124 among 175 countries) in 

2008 competitiveness report issued by the World Bank



commercial register up until the date of liquidation. If the 
capital is a million pounds the owner is required to pay 2500 
pounds times 5 years, which amounts to 12500 pounds to 
be paid to the Chamber of Commerce, a problem in need of 
urgent addressing. 

3. BuReaucRacy in funding smes Despite the issuance of the 
Law of Small Enterprises No. 1412004/ and the existence of more 
than 150 authorities providing technical and financial support for 
this sector, efforts remain hampered by conflict among government 
authorities over control of this sector and the absence of financing. 
Small projects face difficulties in receiving and accessing funds. Fifty-
six percent of small and medium sized projects are self-funded; banks 
represent less than forty percent of funding, (with 13% government 
banks and 26% private banks). Access to finance is an important 
matter that needs to be addressed as well as the role of the national 
banks in development. It should be noted that a large portion of bank 
funds are provided through the Social Fund for Development, which 
has recently embarked on a project for direct lending. 

Generally, the rule of thumb in Egypt is that the bigger the project, 
the more easy its access to funding. Numbers demonstrate that 78% 
of small enterprises in Egypt did not even apply for bank loans and 
that 92% of the loans applied to were rejected. Banks, which are 
inflexible with respect to providing guarantees to small business 
owners, require time-consuming efforts for routine procedures 
that often prove to be futile. Such routine leads to confusion and 
uncertainty; moreover, the ignorance of the negative effects of 
bureaucracy and the administrative hurdles has a negative impact 
on the productivity and competitiveness of small and medium 
enterprises. 

56 % of small and medium sized projects are self-funded; 
banks represent less than 40 % of funding, (with 13% 

government banks and 26% private banks)
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4. incRease in cosTs and cenTRalizaTion Estimates show that from forty to 
sixty percent of the costs of doing business in Egypt come from administrative 
constraints. The main issues that SME’s owners are forced to deal with and 
complain from include: lack of information, absence of the desire to provide 
assistance, and raising fees without any justification by corrupt government 
officials and failing local and central offices.

The Industrial Development Authority (IDA) was formed to facilitate 
procedures for industry in Egypt, yet since its inception, it has laid one hurdle 
after another in front of small enterprises. They began by forcing owners of 
SMEs to present a letter of credit from the bank (with what amounts to five 
percent of the cost of the buildings prior to receiving the land) to ensure the 
commitment of the owners. The IDA based this new regulation on the fact 
that sixty percent of the lands allocated for industries had not been built 
upon. What they neglected to take into consideration however was that eight 
businessmen possess more than thirty percent of these lands (owning millions 
of acres) and for the past 10 years and they have only utilized five percent of 
this land. 

A further illustration of the inefficiency of these new measures is the following 
example of one of the owners affected by the new regulations set forth by the 
IDA who manufactures electrical equipment in Port Said and produces more 
than 30 electrical products. The Industrial Development Authority refused to 
renew his industrial register until he prepared an illustration for each product 
that was accredited from the faculty of engineering, despite having been 
producing these goods for more than six years. At the faculty of engineering, 
the owner was required to pay 2000 pounds for each illustration.14

These indicators correspond to the survey performed by the Federation of 
Egyptian Development Associations (FEDA) on businesses in more than 
eight governorates and industrial areas, where issuing licenses, implementing 
contracts and obtaining credits for SMEs is still very slow. This proves again 
that the government bureaucracy is inept and has become one of the major 
hurdles facing owners of SMEs.

14. Eng. Fouad Thabet, “Bureaucracy, Small Enterprises Political Seminar”, Union for Economic 
Development Associations, 2009, Cairo, P. 6 - 10.

from 40 to 60% of the costs of doing business 
in Egypt come from administrative constraints. 

The main issues that SME’s owners are forced to deal with and 
complain from include: lack of information, absence of the desire 

to provide assistance, and raising fees without any justification 
by corrupt government officials and failing local and central offices



Implementation
Business Performance Classification

Business 2008 Among 
178 countries

2007 Among 
175 countries

2163165Obtaining permits
2150152Paying taxes
1145146Implementation of contracts
26126153Business performance
1125124Exiting the market
41115156Obtaining credit
2108106Workforce operation
46101142Registering ownership
2283105Protecting trainees
7155126Commencement of operations

table 3 The Effect of Bureaucracy on SMEs, Egypt’s ranking concerning the factors that impact doing 
business

Source: Doing Business Report for 2008, by the World Bank
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fouRTh: The main iniTiaTives and componenTs 
of The adminisTRaTive RefoRms in egypT To 
pRomoTe economic gRowTh
Many authorities have expressed interest in the issue of administrative reform 
with the aim of improving the investment climate of Egypt. Bureaucratic 
problems that impede overall investment, including frustrating the activities 
of small enterprises, have been the subject of many recent debates. Among 
the authorities interested in this matter is the Ministry of Administrative 
Development, which has prepared a draft of the New Civil Law to solve 
the problem of declining performance of the governing authority. The 
ministry presented a number of reports addressing additional aspects such as 
administrative corruption, lengthy procedures, over-abundance of authorities 
and rising costs for issuing approvals. The private sector and businessmen’s 
associations as well as some research centers and civil society organizations have 
also expressed interest in fostering administrative reforms. 

Many studies have been published about approaches to confronting corruption 
and the steps needed for an administrative reform program. In this context, the 
Egyptian Cabinet has raised the issue of administrative reform in a government 
statement delivered in front of Parliament on Tuesday the 19th of December 
2006. Discussions flowed around a report prepared by a committee responding 
to the government statement.

This vision was formulated by members of parliament while discussing the 
reply to the government statement report. The committee stressed the pressing 
urgency of restructuring the government’s administrative body, in light of its 
growing overlapping units and redundant employees:

1. ReducTion of The adminisTRaTive uniTs in The goveRnmenT through 
reconsidering the structure of the administrative institution as a whole and 
getting rid of administrative units that have ambiguous roles and singular 
specializations, be it administrative authorities or departments within these 
authorities. These units are to be cancelled and their employees reassigned 
to fill shortages in other administrative units, or they are to be merged with 
other similar units.  It is also recommended to eliminating administrative 
levels that do not perform any actual mandates but were added solely 
for the sake of providing promotions, and to consider which tasks of the 
administrative authority of the government could be performed by the 
private sector.



2. aBolishing employmenT gRowTh in The adminisTRaTive 
auThoRiTy of The goveRnmenT:  To prevent further growth 
in the administrative authority, the government needs to adopt 
creative methods that take into account the broader socio-
economic and administrative frameworks into consideration 
(unemployment in particular).  In addition to concentrating on 
providing re-training programs and early retirement schemes, 
encourage unpaid leave and part-time work. Restructuring 
should include all components of the administrative authorities 
of the government such as ministries and central authorities, 
local administrations which include service municipalities in 
governorates in addition to general directorates of governorates, 
and service authorities which include authorities that are not 
managed in an economically efficient manner

3. impRoving The condiTion of goveRnmenT employees 
financially and pRofessionally:  The committee has stressed 
that improving conditions for government employees is the only 
effective guarantee for performance enhancement. Solving the 
problems of employees, particularly those related to administrative 
corruption may be achieved through the New Public Office Law. 
In addition to salary increase, other solutions include solving 
evaluation and promotion problems, providing training and 
skills development and setting a minimum wage for employees to 
provide a decent living and prevent corruption. The committee 
also recommended that the Higher Council for Wages play a 
major role in setting an appropriate strategy to handle all aspects 
related to salaries and wages with full authority to implement 
policies as it deems appropriate. Further, the committee endorsed 
the substitution of employee affairs departments with human 
resources departments with the following main roles: training, 
development and enhancement of employees skills, identifying 
leadership talents and advancing them, developing IT, moving in 
the direction of funded training and increasing the performance 
level of employees whose jobs require interaction with the public.

4. faciliTaTing employee’s dealings wiTh The adminisTRaTive 
auThoRiTies:  The committee also stressed the importance of 
starting the Unicode project, and encouraged evening shifts for 
outlets that offer services to the public. The aim should be to 
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simplify paperwork, shorten documentation cycles, and improve the work 
environment for public service employees. Each administrative outlet 
should be equipped with an information service point staffed by a qualified 
employee able to interact with the public and answer inquiries. Further, the 
committee proposed to form an additional station for receiving grievances 
in each of these service points. The initial trial to provide service kiosks 
however failed during its implementation due to employees’ inexperience, 
computer malfunctions and the lack of cooperation of the majority of 
government authorities.

5. confRonTing adminisTRaTive coRRupTion:  The committee confirmed 
that setting regulations and guarantees will help avoid various kinds of 
negligence and administrative corruption through widening the scope 
of the Central Agency for Organization and Administration (CAOA) to 
include organization and monitoring of the administrative authority of 
the government; setting precise job descriptions for public office positions, 
which have to be performed by candidates for the jobs; choosing candidates 
for public offices who are above any suspicion; strengthening penalties on 

In each of the following cases, is the department better or worse about asking for 
bribes than three years ago? (greatly improved; improved; remained the same: became 
worse; became much worse) (local administration; industrial safety department; 
environmental department; police; health department; tax department; customs; 
banks; electricity company; water supply; telephone company)

Source: Survey on SMEs business environment, and the interaction of 
SMEs with government agencies, Ahram Center for Strategic and Political 
Studies, and the Center for International Private Enterprise, June 2009
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The poor performance of the administrative 
units of the government is the major impediment 

standing in the way of rendering 
these efforts and plans fruitful

civil servants for perpetrating corruption in the government; and 
setting penalties and punishments for perpetrating corruption and 
for repeating it according to a decree issued by the Prime Minister

6. suppoRTing decenTRalizaTion and developing local 
auThoRiTy: Administrative reform should contribute to 
decentralization and the development of local authorities. The 
committee proposed the importance of choosing local leadership, 
starting with the election of Governors by residents of the 
governorates. This would give the position wider power over 
the authorities in the governorate, in addition to preventing 
ministerial decrees that contradict the government’s direction 
towards decentralization. It would also allow Governors the right 
to shift budgetary items and to independently delegate their 
spending to the localities. 

Subscribers of all political standpoints have agreed in stressing 
these recommendations for administrative reforms, particularly in 
view of all of the efforts exerted over the years in setting plans and 
programs. The poor performance of the administrative units of 
the government is the major impediment standing in the way of 
rendering these efforts and plans fruitful.
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fifTh:  The policy papeR RecommendaTions 
Based on The small Business owneR’s views 
of adminisTRaTive RefoRm
The following section highlights the paper's recommendations based on 
the outcome of the seminars and workshops held by CIPE in 15 different 
governorates with the cooperation of the Federation of Economic Development 
Associations, in Cairo, Port-said, Alexandria, Fayoum, Mansoura, and Menya 
governorates. 

Owners of small businesses view the performance of the government authorities 
as linked to bureaucracy and negatively impacting the small business sector 
by threatening their interests as well as development efforts. Confronting this 
phenomenon requires administrative reform including:

1. ResTRucTuRing goveRnmenT employmenT auThoRiTy ThRough: 
Reducing the size of the Employment Authority, which currently includes 
more than 6 million employees, to only 800 thousand employees 
(around 1% of the population, a percentage that exists in many countries 
worldwide). Alternatives should be offered to employees that are laid off by 
retraining them to qualify for work in jobs that are currently in demand on 
the market.

Speeding up issuing the Public Office Law to reorganize work in the 
employment authority according to modern administrative foundations that 
apply methodologies from the latest management theories.

Strengthening the competence of public employees through training 
sessions that offer new expertise in performing their jobs well, directing 
them towards specialization and helping them gain experience. This 
will have a positive impact for those dealing with public government 
authorities, particularly those from within the private business sector 

Adopting modern management techniques and modern technology in 
performing work. Encouraging innovative management by allowing 
young highly-talented individuals to assume leadership roles

Intensify monitoring of high-ranking positions



Developing coordination among various government 
authorities in a way that prevents conflict and overlap to 
facilitate offering services. This includes issuing guidelines for 
the roles of each authority to ensure that their performance is 
compatible

As an alternative to government authorities, the private sector 
should be able to provide services for small enterprises such 
as the provision of notaries and obtaining permits for new 
investors

2. simplifying goveRnmenT pRoceduRes: Complicated 
procedures and lengthy times for obtaining approvals are among 
the major signs of bureaucracy. It is important to resolve these 
impediments by simplifying procedures through the following:

Fundamental adjustments to the law that remove complications 
and ensure additional responsibility for employees authorized 
to issue declarations and approvals 

Issuing internal regulations that help facilitate procedures and 
reprimand those who fall short or are too lenient

Providing a “one-stop-shop” system for receiving permits to 
streamline interaction with the public and saves time to obtain 
paperwork. This falls within the purview of the Decree of the 
Minister of Administrative Development No. 10 for the year 
2009, regarding organizing the work of the government services 
sector by mandating duties to private companies and NGOs

Simplifying procedures for issuing permits and registering 
projects

Simplifying procedures for a safe retreat from the market while 
protecting the interests of employees of the project should the 
owner decide to cancel.

Involving the private sector and civil society’s participation in 
debates regarding  adjustments to the laws or the introduction 
of new bills, to be informed of their opinions prior to issuing or 
adjusting these laws
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How long did it take you to establish your enterprise? How many government 
departments did you have to interact with? How many licenses or permits did you 
have to obtain? (Paid [332] vs. did not pay [441])
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3. ResTRucTuRing The wages of goveRnmenT employees: One of the 
key reasons for the weak performance of government authorities and the 
spread of corruption is that the low wages of government employees do not 
match the constant increases in prices. Restructuring wages is critical for 
ensuring a raised standard of living for government employees. This can be 
achieved through removing the high discrepancies between the minimum 
and maximum wage and through abolishing discrimination between 
employees from different authorities. Fairness in determining the salaries of 
government employees can be ensured through the following procedures:

One of the key reasons for the weak performance 
of government authorities and the spread of corruption

 is that the low wages of government employees 
do not match the constant increases in prices

Source: Survey on SMEs business environment, and the interaction of 
SMEs with government agencies, Ahram Center for Strategic and Political 
Studies, and the Center for International Private Enterprise, June 2009

Not allowing corruption charges to be dropped, and increasing penalties 
on careless behaviour from government employees



Determining minimum wages that would be enough to 
support a family of four people above poverty level, which are 
set in Egypt according to the recommendation of the World 
Bank (spending less than 2 dollars per person per day). The 
proposed minimum wage is EGP 1200 per month

Bringing minimum and maximum wages in the government 
authorities into closer proximity, so that they are limited to 
a difference of a multiple of 10 only. This is contrary to the 
current situation wherein the minimum wage is currently L.E. 
150 monthly whereas the top ranking public officers receive 
hundreds of thousands of pounds a month

Abolishing discrimination between those who have similar 
qualifications and work hours but disparate salaries among 
various government authorities (such as the Ministry of 
Finance, the Tax Authority and The Ministry of Local 
Development)

Combining all parts of the salaries with their various 
nomenclatures into one basic salary that falls under social 
security in order to assure adequate pensions 

4. loweRing The cosT of small Businesses: Small business 
owners critically suffer from difficulties in obtaining the funding 
necessary to their activities, the complications and time-
consuming government procedures required to obtain approvals 
only add further costs to their already difficult financial situation. 
It is important therefore to decrease the cost of small businesses by 
ensuring the following:

Reducing the cost of obtaining permits for carrying out the 
activity

Reducing operational costs of projects 

Allowing funds for small projects with simplified credits 

Combining tax transactions for small enterprises

5. sTReamlining seRvices By implemenTing The “one-sTop-
shop”: Small business owners are keen on simplifying procedures 
for offering services and obtaining necessary approvals for starting 
activities in the shortest possible time. They have expressed that 
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the chief difficulties in attaining permits is due to the variety of authorities 
and the slowness of the procedures required for project approvals. Although 
a ministerial decree has been issued to combine various authorities into 
one location, this decree has not been implemented well and hence the 
difficulties that small businesses face remain unchanged. Small business 
owners propose the “one-stop-shop” for government services with the 
following features to implement it:

Legalizing and simplifying procedures for obtaining permits, making 
transparent the required documents at the “one-stop-shop”

Selectively choosing applicants with strong people-skills to interact 
with the public, and training them to enhance these skills and provide 
improved performance and efficiency

Giving full authority to employees of the “one-stop-shop” to complete 
procedures and issue approvals without having to refer to any other 
authority 

Eliminating unrealistic projects by making it compulsory for investors 
to provide feasibility studies to give an assurance of the viability of their 
projects

Issuing an investor’s guide in the form of a booklet that would contain 
required documents and procedures for the investor to have his papers 
complete and ready before applying for a permit, and publishing this 
guide on the internet 

Establishing an investor’s information office to provide complete 
answers to all of their inquiries to help them in preparing the necessary 
documents

Allocating a portion of the fees paid for requesting the permits as a bonus 
to employees in return for their speedy service



sixTh: The poliTical fRamewoRk foR 
democRaTic RefoRm

If bureaucracy grants power to civil servants or rather allows for the 
prevalence of office work, then fighting it will be through upholding 
public power and the reign of the people, or in other words, 
democracy. 

Democracy is the leading framework for reducing corruption; it is 
impossible to implement a reasonable administrative reform program 
without a democratic system in place. This is because alleviating 
corruption requires adjustments to current laws and issuing new 
ones, which cannot be achieved without the presence of a legislative 
authority that expresses the public will.  The following basic 
democratic attributes are necessary to achieve administrative reform: 

The following institutions play principle roles in combating corruption. 
Which one do you trust the most? (a. People’s Assembly; b. oversight 
Bodies, such as Administrative Control Authority and the Public funds 
General Attorney; c. Media; d. Political Parties; e. Police; f. Civil Society 
organizations; g. Educational Institutions; h. Judiciary; i. Religious Clergy; 
j. Citizens themselves)

DK/NA
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Democracy is the leading framework for 
reducing corruption; it is impossible to 

implement a reasonable administrative reform
 program without a democratic system in place

Source: Egyptian Citizens’ Perceptions of transparency and Corruption 2009 
national Public opinion Survey, Ahram Center for Strategic and Political 
Studies, and the Center for International Private Enterprise, December 2009
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1. acTive puBlic moniToRing: A legislative authority (the Parliament), 
acting in accordance with a constitution that monitors and disciplines 
the government authorities, is necessary to enact measures to confront 
bureaucracy in its various forms and to issue laws and legislatures needed 
for administrative reform. This legislative authority must express the 
people’s will and may form fact-finding committees to study the problems 
that the government employment institution suffers from. Meanwhile, 
parliamentary monitoring tools should be employed such as requests for 
information, public debates and inquiries evaluate government authorities 
based on public feedback. If done correctly, parliamentary monitoring can 
play an important role in curing the ills of bureaucracy. 

Public monitoring includes taking into consideration public opinion on the 
performance of executive authorities and allowing the public to pinpoint 
the main features of bureaucracy on both central and local levels. Public 
participation in monitoring uncovers deviations in the performance of 
government authorities and sheds light on the problems that result from 
these deviations by offering enough information to the public authorities to 
enable them to reprimand executive authorities and their leadership.

2. implemenTing decenTRalizaTion: The central government in Egypt 
suffers from complicated procedures and festering corruption which 
can only be remedied through decentralization and giving local public 
assemblies full authority over service units, public utilities and development 
projects. A new law must be issued for the local authority to restructure and 
shift specializations and jurisdictions from central ministries to local units. 
Public assemblies must have the right of the  access to information, in order, 
to hold officials and leaders accountable. 

3. developing goveRnmenT moniToRing: In addition to public monitoring, 
government authorities are also required to determine a methodology for 
internal monitoring to unveil weaknesses and spot bureaucratic features 
before they become prevalent. This self-monitoring entails empowering 
the monitoring authorities such as Administrative Control Authority, 
Public Funds Investigation Authority, and The Central Agency for Public 
Mobilization and Statistics CAPMAS, among others. Government 
monitoring efforts should be integrated with public monitoring to provide a 
genuine opportunity for society to face corruption head on and mitigate its 
negative impact on the investment climate and on society as a whole.


