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Rural Vulnerability, Employment and Social Safety Programmes in Egypt: How Far Could State Initiatives Go?

Introduction

In January 2019, the Egyptian president
announced the launch of an initiative, en-
titted Haya Karima, which translates to “de-
cent life”, aiming to achieve inclusive de-
velopment, and eliminate poverty in rural
communities. The initiative approaches its
goals through several interventions that are
meant to address diverse developmental
needs in the most vulnerable rural commu-
nities in Egypt.

Haya Karima has been ongoing since then,
and its scale and operations have ex-
panded significantly during the past years.
Targeting rural communities in Egypt for
the goal of ending poverty acknowledges
the fact that poverty and vulnerability in
Egypt are predominantly rural phenomena;
they exist in urban communities as well but
are far more prevalent in rural ones.

The scale of the initiative was expanded
far beyond the original plan, and is cel-
ebrated by the state as the largest social
safety programme, or even public project,
ever implemented in Egypt. This calls for
assessment of how far it could go in achiev-
ing its main goals through studying the
scope of its interventions and root causes
of rural vulnerability and poverty in Egypt.

This paper aims to carry out such assess-
ment by first examining the Haya Karima
initiative by focusing on its goals, interven-
tions and scale. The paper will rely on the
official disclosed data, which, despite lack-
ing significant details and consistency, pro-
vides useful indicators of the operations
since the launch of the initiative. Next, the
paper will examine rural vulnerability and
poverty in Egypt and their root causes, spe-
cifically the role of employment opportun-
ities and quality. And, finally, in the last sec-
tion, it will assess the likelihood of the
initiative addressing the root causes of rural
vulnerability in Egypt through planned in-

terventions and will propose policy recom-
mendations to address vulnerability and
achieve inclusive development in rural

Egypt.

In summary, the paper argues that Haya
Karima has been hastily scaled up into a
mega programme with massive dedicated
public resources, while being inadequately
planned. The programme has been dispro-
portionately focusing on infrastructure in-
terventions, in line with the state’s mega-
infrastructure-projects-led developmental
model during the past few years. Such in-
terventions are unlikely to eliminate rural
poverty in Egypt, which is rooted in insuffi-
cient and low-quality work opportunities,
since they would not lead to sustainable
job creation. The paper delves into the in-
stitutional underpinnings of the low supply
of decent work opportunities in rural — as
well as urban — Egypt, and argues that in-
stitutional reform, more than other interven-
tions, would be the necessary route to in-
clusive development and job creation, and
hence to fighting poverty in Egypt.

Haya Karima:

a surprisingly mega
rural developmental
programme

Haya Karima is not the first rural devel-
opment state programme in Egypt; there
have been at least a couple of related
large-scale initiatives in the past few
decades, which were also quite ambi-
tious but eventually fell short of their
planned achievements.

One of the most celebrated devel-
opmental initiatives at its time in Egypt
was the National Programme for Com-
prehensive Rural Development, known
as Shorouk, which translates to “sun-
rise”. The programme, which in fact was
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the first national rural development pro-
gramme (Nawar, 2006), was launched in
1994 and endorsed by the Egyptian presi-
dent at that time and had a planned lifetime
of more than 20 years, which spanned four
phases from 1994 to 2017 The pro-
gramme'’s total required investments were
officially estimated in 1996 at 267.1 billion
EGP (Egyptian Pounds), equivalent to 78.6
billion USD (United States Dollar) at that
time, and had three categories of interven-
tions, infrastructure projects, human capital
projects, and economic development pro-
jects (Moharram, 1998). Nevertheless, the
ambitious Shorouk programme soon
started to be phased out from 1999, and
by 2002 there was no longer any official
reference to it. During its brief lifetime until
the end of 2001, Shorouk’s total imple-
mented investments were estimated at a
mere 540 million EGP (158 million USD
then), two thirds of which were for the in-
frastructure projects (El Nour, 2014).

Afterwards, in 2007 the government an-
nounced another programme, aiming to
develop the thousand poorest villages in
Egypt, which was endorsed by the presi-
dent’s son at the time. The programme had
a planned first phase of 151 villages, and
an estimated budget of 4 billion EGP
(roughly 520 million Euros then) (Soliman
& Gaber 2010), but was soon halted when
mass protests ousted the Egyptian presi-
dent early in 2011 and interrupted the
political career of his son. The same pro-
gramme was resumed again in 2012 after
a new president was elected, but was
shortly halted when he was also ousted in
mid-2013. The enduring programme and
its database of targeted villages were once
more resurrected, forming the foundation
of the recent Haya Karima in its initial con-
ception.

In 2019, the current Egyptian president

launched Haya Karima, an initiative that
aims mainly to achieve inclusive devel-
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opment and eliminate poverty in rural com-
munities in Egypt as a goal within the frame-
work of the country’s sustainable devel-
opment strategy 2030 (Haya Karima,
2023).

It was announced that the initiative would
operate in three phases. The first would
target the most vulnerable villages, with
poverty rates of 70% or more. The second
phase would target villages with poverty
rates between 50% and 70%, while the
third phase would target villages with pov-
erty rates below 50%. According to official
statements, the initiative has brought to-
gether more than 20 ministries and state
entities, in addition to 23 civil society or-
ganizations (CSOs), which have been
working to achieve its goals for the last
couple of years (Haya Karima, 2023).

Seven categories of interventions were
identified to serve the initiative's goals.
These included improving housing quality
in targeted communities, investments in
infrastructure, enhancing healthcare fa-
cilities, improving educational infrastruc-
ture, economic empowerment through
training and employment, social interven-
tions targeting the most vulnerable
groups, such as children, senior citizens
and the disabled, and, finally, environmental
interventions related to waste management
(Haya Karima, 2023).

The initiative was soon expanded into an
umbrella programme that includes other
specialised initiatives, which address one
or more of the interventions, with the aim
of localisation of the SDGs (Sustainable
Development Goals) (Mohieldin, 2022). It
is currently comprised of more than 10
formerly stand-alone sub-programmes that
target issues such as decent housing, cash
transfers, waterways improvements, road
infrastructure, national healthcare insu-
rance, and so on (Ministry of Planning and
Economic Development, 2023). The orig-
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inal timeframe of Haya Karima is between
2020 and 20283, but it is unlikely that it
would be concluded in time due to the am-
bitious and expanding scale of its targeted
operations.

Originally, the initiative’s total budget was
estimated in 2019 when it was first
launched, at only 675 million EGP (equiv-
alent to 35 million Euros in 2019, and to
20.8 million Euros in early 2023 after EGP
devaluation). It then got massively scaled
up in 2021, and was endorsed as a presi-
dential initiative, with a budget of 500 billion
EGP (26.5 billion Euros in 2021, and 15.4
billion Euros in 2028's rate) (Ministry of
Planning and Economic Development,
2021a). The scale of required investments
was expanded further, and the most recent
estimates are at 700 billion EGP (37 billion
Euros in 2020/2021 when estimated, and
21.5 billion Euros in 2023), making it by
far the largest public project ever carried
out by the Egyptian state, according to of-
ficial statements. At its current scope, the
initiative now targets 4,584 villages in 20
different governorates, benefiting almost
60 million beneficiaries in total (Ministry of
Planning and Economic Development,
2021b).

The targeted scale of the initiative's invest-
ments was expanded by more than 1,000
times in less than two years. These massive
and sudden changes in the initiative's scale,
and consequently interventions, very shortly
after it was launched, reflect lack of plan-
ning and feasibility studies for a project
celebrated as the largest to date in the
country.

Such planning shortcomings are also high-
lighted in the conflicting official statements
regarding the scale and cost of the initiat-
ive's phases. According to some of the
sources, the initiative was planned to have
a pilot phase, targeting 375 villages, bene-
fiting more than 4.5 million inhabitants, with

13.5 billion EGP of investments, followed
by the first phase, which targets 1,436 vil-
lages in 52 districts in 20 governorates,
benefiting more than 18.5 million inhabit-
ants (State Information Service, 2023). The
cost of the first phase was estimated at
around 260 billion EGP (13.8 billion Euros
in 2020/2021, and 8 billion Euros in 2023),
but other sources cite only 103 billion EGP
and far less targeted villages, with conflicts
even in the timeframe of each phase. Some
official sources claim that the first phase
was concluded in 2020 and the second
one was already launched (Egypt's Project
Map, n.d.a), while other sources claim that
until the end of 2022 the first phase was
still underway (State Information Service,
2022a).

The targeted districts for the first phase
were selected based on several criteria,
including the share of rural population to
total population of the district, share of poor
rural population, access to waterways and
public sewage network, illiteracy rate, and
other related criteria. The initiative has high-
lighted specific expected outputs in the
targeted villages as a metric for the pro-
gramme’s achievements. On top of them
were cutting the poverty rate, improve-
ments in coverage of healthcare and edu-
cation, access to clean water, and provid-
ing thousands of jobs (Ministry of Planning
and Economic Development, 2021b).

To follow up and assess the outputs of
Haya Karima's interventions, the govern-
ment announced the launch of an elec-
tronic system for monitoring the initiative,
which is supposed to compile the devel-
opmental needs of the targeted villages,
and monitor and assess the interventions
underway and their subsequent outputs
(Ministry of Planning and Economic De-
velopment, 2021c). Nevertheless, the
system has not been made publicly ac-
cessible. There have also been at least
two reports to measure the impact of
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the initiative: the first was completed at
the end of 2020 and the second by mid-
2022. Neither has been made public but
some of their selected findings were pub-
lished.

The published excerpt findings of the first
report did deliver some output-related in-
dicators. A composite quality-of-life index
was constructed to measure the initiative's
impact in relation to several of the SDGs,
but with no further details about the meth-
odology or data. According to the report’s
findings, in the targeted villages, the index
improved by 18 percent points by the end
of 2020, compared to prior to the initiative’s
launch. Average poverty decreased by 14
points, health services coverage increased
by 24 percent points, educational services
coverage increased by 12 points, and sani-
tation coverage increased by 46 points
(Ministry of Planning and Economic Devel-
opment, 2021d).

Unlike its earlier version, the published ex-
cerpt from the second report, completed
by mid-2022, did not include updates on
the composite index, or its components in
the villages where operations were com-
pleted, or underway. Instead, it focused on
reporting the progress of interventions, not
their output (Ministry of Planning and Econ-
omic Development, 2022).

The latest available updates so far for
the initiative's interventions are up to the
third quarter of 2022. According to
these updates, the first phase was still
underway by that time, operating in
1,477 villages. 30,000 projects have
been completed within the targeted 20
governorates; in 8 governorates more
than 90% of targeted projects were
completed, in 7 governorates more than
70% of targeted projects were com-
pleted, and in 5 governorates less than
70% were completed by that time (State
of Information Service, 2022).
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The cited interventions include a wide array
of projects such as working on establishing
495 health units and medical centres, 4
central hospitals, and 186 ambulance
points, in addition to equipping and increas-
ing the efficiency of exiting healthcare fa-
cilities in the villages. The initiative has also
established 61 service complexes, and a
further 115 complexes are being estab-
lished as well. These complexes include
units for real estate registration, civil regis-
try, post offices, social solidarity units, and
other services. Work is also underway to
establish 160 agricultural complexes, of
which 13 have been completed. These
complexes include units that provide agri-
culture-related services to rural commu-
nities (State of Information Service, 2022).

Furthermore, work was completed in 530
youth centres, including establishing 117
new centres, replacing and renewing 97
centres, and developing 316 existing
centres. Work is underway in another 461
youth centres, the majority of which are
also developing existing ones, while prep-
aration is also underway for another 51
youth centres (State of Information Service,
2022).

The initiative has also completed construc-
ting or renovating 132,000 housing units,
and extending thousands of household
sewage and water connections. The initi-
ative has also implemented interventions
in electrical infrastructure, including adding
more facilities and renovations and main-
tenance to existing ones, with an estimated
cost of 24.2 billion EGP (1.3 billion Euros
in 2021/2022, and 740 million Euros in
2023) (State of Information Service, 2022).

3,000 nurseries and 127 schools with
2,311 classrooms were also established
or renovated, according to the sources.
175 medical convoys were deployed,
which provided services including thou-
sands of surgeries and medical operations
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in the villages (State of Information Service,
2022).

As part of the interventions as well, 20,000
kilometres of waterways were planned to
be renovated, mainly through lining, by
2024 (A. Alaa, 2022), with an estimated
budget of 80 billion EGP in 2021 (4.2 bil-
lion Euros in 2021, and 2.5 billion Euros in
2023). By the third quarter of 2022,
5,847.98 kilometres were already com-
pleted (M. Alaa, 2022).

Rural employment and
vulnerability in Egypt

A three-year programme to eliminate
rural poverty in Egypt is quite an ambi-
tious endeavour, if not unrealistic, es-
pecially since poverty in Egypt is a pre-
dominantly rural phenomenon.
According to the latest available official
data, the total national poverty rate in
2019/2020 was 29.7% (Central
Agency for Public Mobilization and Stat-
istics, 2020). This rate has most likely
increased since then, following the
COVID-19 pandemic impact, the Rus-
sian-Ukrainian war, and the subsequent
and unprecedented collapse in the
Egyptian currency in 2022 and early
2023. This has translated into foreign
currencies’ exchange rates doubling
against the EGP in less than 12 months,
and an official annual inflation rate that
surged to 21.3% in December 2022
(Central Bank of Egypt, 2022b), and to
more than 100% in independent esti-
mates (France24, 2023), which would
raise the value of the national poverty line,
and consequently the poverty rate as well.

According to the 2019/2020 data, poverty
rates in Egypt are significantly higher in
rural communities. In southern govern-
orates, poverty in rural regions stood at
42.8%, while in urban ones it was 12%. In

northern governorates, poverty in rural re-
gions was 23.1%, while it stood at only
4.4% in urban regions. Meanwhile, poverty
in metropolitan (entirely-urban) govern-
orates, including Cairo for example,
stood at 14.7% (Central Agency for
Public Mobilization and Statistics,
2020). Hence, poverty rates in both
southern and northern governorates
alike are almost four times as high in the
rural regions as in the urban ones.

The rural-urban poverty gap in Egypt has
existed for a long time but has been in-
creasingly growing bigger. The World
Bank estimated in 1991 that the poverty
headcount in urban Egypt in 1990/1991
was 219%, while that of rural regions was
25%, reflecting a relatively small dispar-
ity, which only grew from that point. Fur-
thermore, several studies have even es-
timated rural poverty to have been lower
than urban poverty in Egypt a decade
earlier in 1981/1982 (World Bank,
2002).

Table 1 highlights the growing rural-
urban gap in poverty across Egypt,
based on several available data points
from 1995/1996 until the most recent
in 2019/2020; it also highlights the per-
sistent southern-northern poverty gap,
which could be explained by geograph-
ical structural differences in concentra-
tion of wealth, natural resources, and
services (Salem & Gleason, 2003). As
the table shows, in times of an all-re-
gions surge in poverty, such as from
1999/2000 to 2010/2010, poverty in
rural areas increased more than in urban,
while in times of an all-regions decline,
as in the recent, and probably temporary,
period from 2017/2018 to 2019/2020,
poverty declined at a significantly slower
pace in rural areas, compared to urban
ones, reflecting widespread vulnerability
and more persistent underpinnings of
poverty in rural Egypt.

euremesco IEMed.
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Table 1. Poverty rates across regions Egypt (1995/1996-2019/2020)

Region 1995 1999 2010 2012 2015 2017 2019
/1996 /2000 /2011 /2013 /2018 /2020
Southern-Urban ~ 10.8 19.3 29.5 26.7 27.4 30 12
Southern-Rural 29.3 34.2 51.4 49.4 56.7 51.9 42.8
Northern-Urban 8.3 6.2 10.3 11.7 9.7 14.3 4.4
Northern-Rural 21.5 11.8 17 17.4 19.7 27.3 23.1
Metropolitan 13.1 5.1 9.6 15.7 15.1 26.7 14.7

Source: Central Agency for Public Mobilization and Statistics (2019&2020). Indicators of Income,
Expenditure, and Consumption Survey. World Bank (2002). Arab Republic of Egypt: Poverty Reduction in
Egypt Diagnosis and Strategy, Volume |: Main Report. https://documents1.worldbank.org/curated/en/

611841468770090531/pdf/Main-report.pdf

Poverty is found in general to largely
hinge on employment and labour market
conditions as its leading determinants
through income generation (United Na-
tions, 2007), which makes employment
status key to risk of poverty for house-
holds (OECD, 2009). Poverty data in
Egypt confirms this relation, and high-
lights a close correlation between insta-
bility of work and incidence of poverty
in the country, regardless of the region
(Central Agency for Public Mobilization
and Statistics, 2020).

Hence, the rural-urban poverty gap in
Egypt would be expected to reflect
worse labour market indicators in rural
regions compared to urban ones. On
the contrary, data persistently show
much lower rural unemployment across
different sub-regions in the country. In
2021, unemployment stood at 9.3% in
urban regions, and 5.2% in rural ones,
in northern governorates. In southern
ones as well, urban unemployment was
higher at 8.5%, compared to only 3.1%
in rural areas. Meanwhile, metropolitan
governorates had a significantly higher
unemployment rate, at 14% (Central
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Agency for Public Mobilization and Stat-
istics, 2022b).

However, such data, with notably low
rural unemployment, does not stem from
a healthy rural labour market but reflects
falling participation in the labour force,
and low-quality employment opportun-
ities in rural regions. The employment
rate — percentage of working-age indi-
viduals who work — could provide a
better reflection of the labour market
conditions and developments in the last
few decades. In 2021, the rural work-
ing-age population was 37.8 million, of
whom only 15.5 million (41%) were em-
ployed (Central Agency for Public Mobi-
lization and Statistics, 2022b), while the
rest were unemployed or outside the la-
bour force completely.

The rural employment rate has fallen to
this low level as a result of slow growth
of employment, in comparison to popu-
lation growth over the past few decades.
Graph 1 shows the development of the
working-age population, employed
population, and employment rate in rural
Egypt between 2000 and 2021.
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Figure 1. Population and employment Rural Egypt (2000-2021)
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Data from: Central Agency for Public Mobilization and Statistics (2000:2022). Annual Bulletin of Labour

Force Survey.

According to the data in graph 1, between
2000 and 2021, the working-age rural
population in Egypt grew by 15.6 million
people, while the number of employed in-
dividuals in rural regions grew by 5.7 million
only, which means that almost 10 million
people entered working age in rural regions
but have not had work. This has con-
sequently driven the rural employment rate
in 2021 to its lowest level in 20 years at
least. In 2000 it stood at 44.1%, and in-
creased to 49.8% by the year 2010 (Cen-
tral Agency for Public Mobilization and Stat-
istics, 2000b, 2022b), before falling
throughout the last decade.

A closer inspection of sectoral employment,
especially agricultural employment, and its
shifts during the last few decades helps
explain the slow growth of employment in
rural Egypt. Agriculture, the largest sector
employment-wise in rural Egypt, and in fact
in the country’s entire labour market so far,
has been unable to absorb more labour
during the last decade, and has even seen
the total number of its workers fall persist-
ently.

As graph 2 highlights next, rural employ-
ment in agriculture in Egypt increased
from 4.8 million in 2000 to 6 million in
2010, before falling to 5.8 and then to
merely 4.7 million in 2015 and 2021,
respectively (Central Agency for Public
Mobilization and Statistics, 2000b,
2022b), mirroring the trend in the rural
employment rate during the last two
decades. The sharp fall in total rural ag-
ricultural employment in the last decade,
by 1.3 million people, in contrast to a
surge of 1.2 million in the decade be-
fore, comes despite a persistent in-
crease in the agricultural area in Egypt
throughout the same period. The total
cultivated area increased from 7.8 mil-
lion feddans (one feddan is roughly
1.038 acres) in 2000 to 9.5 million fed-
dans in 2019, the latest available data;
the total crop area, which includes re-
cultivating the same land plots during
the year, also increased from 13.9 to
16.3 million feddans over the last two
decades (Central Agency for Public
Mobilization and Statistics, 2000a,
2022a).
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Figure 2. Agricultural area and employment Rural Egypt (2000-2021)
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An increase in agricultural areas with sim-
ultaneous sharp fall in labour could be an
indicator of growing reliance on labour-sav-
ing technologies, especially in large-scale
state/corporations-owned land reclamation
projects, and/or a shift to different crops
that are less labour-intensive (United Na-
tions, 2007). Such changes in the labour
size and output of the agricultural sector in
Egypt have gone hand in hand with a rise
in average wage of agricultural labour as a
percentage of total average wages in
Egypt's labour market, specifically during
the last decade. In 2005, average agricul-
tural wages to average total wages was
69.7%. It increased slightly to 70.4% by
2010, and then surged to 86.4% by 2021
(Central Agency for Public Mobilization and
Statistics, 2005, 2022b). Such an increase
in agricultural wages and productivity, with
falling agricultural labour and overall rural
employment rate, predicts growing inequal-
ity within rural regions in Egypt as well, but
more data is necessary to verify this.

The decline in agricultural employment in
rural Egypt has been partially compensated
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by employment growth in other sectors,
such as construction and retail and the
wholesale trade. As a result, the sectoral
distribution of the employed population
in rural Egypt has changed, as graph 3
shows. The share of agricultural employ-
ment to total rural employment declined
from 48.5% in 2000 and to 30.3% in
2021, while the share of construction em-
ployment has more than doubled during
the same period, from 7.1% to 16.19%, to
become the second largest sector, em-
ployment-wise, in rural Egypt. The retail
and wholesale sector has also grown and
surpassed manufacturing, which is now
the fourth largest sector in rural regions,
down from the second in the early and
mid-2000s (Central Agency for Public
Mobilization and Statistics, 2000b,
2022b). Nevertheless, employment
growth in these sectors was slow, so it
was unable to absorb the rapid growth
of working-age rural population, simulta-
neously with the fall in agricultural em-
ployment, which has contributed to the
aforementioned fall in the rural employ-
ment rate.
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Changes in sectoral distribution of rural
employment have also probably con-
tributed to a widening gender employ-
ment gap, thus exacerbating the gender
dimension of rural vulnerability in Egypt,
mainly due to replacing agricultural em-
ployment with construction work. Agri-
culture, a traditionally female-friendly
sector, used to employ at least two
thirds of all working women in rural
Egypt. Female rural employment in agri-
culture has fallen from a peak of 1.9 mil-

lion in the last decade to only 750,000
in 2021. As highlighted in graph 3, the
fall in agricultural employment coincided
with a fast rise of construction, as the
second largest sector in rural Egypt, in
terms of employment. The sector that
employed 2.5 million people in rural re-
gions in 2021, adding nearly one million
jobs in the last decade, is almost entirely
male dominated (Central Agency for
Public Mobilization and Statistics, 2000b,
2022b).

Figure 4. Employment rates by gender Rural Egypt (2000-2021)

2010

m Employment Rate Males

2015 2021

m Employment Rate Females

Data from: Central Agency for Public Mobilization and Statistics (2000:2021). Annual Bulletin of Labour

Force Survey.
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Such changes in sectoral job growth
have led to more rural women dropping
out of the workforce altogether. Con-
sequently, rural female employment rate
fell to merely 12% in 2021, the lowest
during at least the last two decades.
Rural male employment rate has also
fallen from the peak levels of the 2000s
but not nearly as significantly as the fe-
males’, and has shown some improve-
ment in the last few years, as displayed
in graph 4 below (Central Agency for
Public Mobilization and Statistics,
2000b, 2022b).

Despite the low and falling employment
rates in rural Egypt for males and fe-
males, they are still persistently higher
than urban employment. In 2021, the
latter stood at 37.9%, compared to the
aforementioned rural rate of 41% (Cen-
tral Agency for Public Mobilization and
Statistics, 2022b). Simultaneous higher
employment and poverty rates in rural
regions could thus imply more in-work
poverty due to the lower quality of rural
jobs compared to urban employment.

This is evident from the predominance
of informal employment in rural areas
compared to urban ones in Egypt. Infor-
mal employment usually entails unstable
employment, no minimum wages, no
paid leave, no benefits and insurance,
and so on. Such circumstances increase
the likelihood of in-work poverty for in-
formal employees, compared to formal
ones, whether in the public or private
sectors. In 2021, workers outside of es-
tablishments (an indicator for informal
workers) represented 55.1% of all
workers in rural Egypt, compared to
30.8% in urban regions (Central Agency
for Public Mobilization and Statistics,
2022b). Such a large rural-urban gap in
informality share has been persistent,
and was in fact much wider, but also
started to shrink mainly due to rise of
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informality in urban regions in recent
years. The surge in construction employ-
ment in rural regions is not helping to
curb rural informality, since the majority
of rural construction employment is in-
formal (more than 90%), in addition to
a significant share of retail and whole-
sale work as well, which are the sectors
that added most rural jobs in the last
two decades, as highlighted above
(Central Agency for Public Mobilization
and Statistics, 2000b, 2022b).

The incidence of in-work poverty in in-
formality is evident in the data. In
2019/2020, the latest poverty data
available, 39.3% of all informal workers
in Egypt were poor, compared to only
15.6% of public sector employees, while
there is no data for poverty within formal
private  sector  employees  for
2019/2020, but it has historically been
somewhere in the middle of the two cat-
egories (Central Agency for Public
Mobilization and Statistics, 2020). This
could help explain why poverty is more
predominant in rural areas, despite
higher employment rates, through the
channel of informality that usually re-
flects both lower wages and benefits,
and underemployment.

Shortcomings and
the road to rural
development in Egypt

The primacy of the role of decent work
and growth of labour income in poverty
reduction is clearest in the most successful
global experience in that context, China.
Between 1978 and 2019, China elimin-
ated rural poverty as the proportion of rural
population in poverty fell from 96.2% to
0.6%, representing 765 million fewer poor
people in four decades. As graph 5 high-
lights, increased labour income accounted
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for two thirds of the rural poverty reduction
during the key success period between
1988 and 2007, with the demographic
dividend contributing most of the remain-

Figure 5.
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ing part, while transfer income, both public
and private, such as remittances, played a
complementary role in later mature stages
(World Bank, 2021).

B. Contribution of all sources of income to rural

poverty reduction
(Contribution to poverty reduction, percentage

points)
W Share of adults in the household
M Property income

s # Total change in income poverty

]!l!!
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-25
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Source: 2019 NBS China Srtatistical Yearbooks using the 2010 standard, equivalent to $2.30 per person per day,
2011 Purchasing Power Parity; (Lugo, Niu, and Yemtsov forthcoming 2021), based on China Household Income
Project surveys 1988, 1995, 2002, 2007, 2013, and 2018.

Source: World Bank (2021). China Economic Update: Beyond the Recovery, Charting a Green and Inclusive

Growth  Path.

https://openknowledge.worldbank.org/bitstream/handle/10986/35897/China-Economic-

Update-Beyond-the-Recovery-Charting-a-Green-and-Inclusive-Growth-Path.pdf?sequence=1&isAllowed=y

Successful targeting of rural poverty re-
duction should necessarily prioritise
boosting labour income through efforts
to address employment issues, whether
lack of opportunities or their low quality.
Hence, the main issue of the mega Haya
Karima initiative, to eliminate rural poverty
in Egypt in three years, is not merely its
over ambition but how it approaches rural
poverty through chosen interventions.

It is established that the initiative was
meant to be on a much smaller scale
and purpose, and that there was no thor-
ough planning to support such grand
ambition, evident from scaling it from a
675 million EGP to a 700 billion EGP
programme after a little over one year
of operation. However, lack of planning
should not be an excuse to condone al-
locating such unprecedented public
funds, with as little focus on the root
causes of the issue.

Despite citing economic empowerment
through training and employment as one
of the main intervention categories, and
creating jobs as one of the expected out-
puts of the initiative, as highlighted in sec-
tion 1 of this paper, official sources were
even more unclear when it comes to in-
terventions related to employment com-
pared to other categories.

Findings of the second report to measure
the initiative’s impact, referred to in section
1 of the paper, did mention that the initiat-
ive’s interventions resulted in the creation
of 400,000 job opportunities up until mid-
2022 (Ministry of Planning and Economic
Development, 2022). Nevertheless, no
further details are provided, especially re-
garding sectoral distribution. However,
other official sources have mentioned that
the initiative creates job opportunities in
the targeted villages by employing their in-
habitants during the interventions, citing
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309% of total workers in these projects from
the villages (State Information Service,
2021). This indicates that most of these
job opportunities are most likely temporary
construction jobs that are not sustainable,
since the majority of interventions are in-
frastructure projects that after completion
will not create or maintain much employ-
ment. What supports this is that in two
years of the initiative, between the end of
2019, shortly after it was operational, and
the end of 2021, the latest data, rural em-
ployment added a net of 300,000 jobs, of
which the construction sector added a net
of 200,000 jobs, with a net decline in agri-
cultural and manufacturing employment
(Central Agency for Public Mobilization and
Statistics, 2019a, 2022b).

Besides briefly citing the number of job op-
portunities created so far by the interven-
tions, official sources also refer to a sub-
initiative that was supposedly launched,
entitled Start, which has in turn launched a

first phase of a programme for labour train-
ing (State Information Service, 2022a).
However, there are no further details on
how many trainees are targeted, or how
many have already received it, or a time-
frame for the goals of this training pro-
gramme, or its scope and contents.

The weak focus on sustainable job creation
compared to infrastructure is also evident
in the distribution of Haya Karima's planned
investments. As graph 6 shows next, less
than 10% of all funding allocations of the
initiative are in fact dedicated to decent
work (0.5%), poverty elimination (8.6%) and
hunger elimination (0.4%) combined. Infra-
structure interventions, on the other hand,
through several categories, are allocated
nearly three quarters of the total investments
(Ministry of Planning and Economic Devel-
opment, 2023). Allocations of the initiative's
interventions are divided into categories
based on the SDGs, in accordance with
the initiative’s aim of localising them.

Figure 6. Share of Haya Karima allocations to sustainable development goals

= No Poverty
= Zero Hunger
= Good Health and Wellbeing
Quality Education
= Gender Equality
= Clean Water and Sanitation
= Decent Work and Economic Growth
= Sustainable Cities and Communities
= Affordable and Clean Energy
= Reduced Inequality
= Industry and Innovation
= Responsible Consumption and
Production
= Climate Action
= Life Below Water
Life on Land

Peace and Justice

Data from: United Nations Economic and Social Commission for Western Asia. Country Intervention: Egypt
Decent Life Initiative. https://www.unescwa.org/sites/default/files/event/materials/ [|_2_Country_Intervention
_Egypt_Decent_Life_lInitiative_SherifEIHello_MoPED_Egypt.pdf
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Furthermore, not only does the initiative
concentrate the funding and efforts on in-
frastructure interventions, but also the lack
of planning is taking its toll on the efficiency
of allocated infrastructure spending. For
example, the category with highest share
of allocations — 43% as shown in graph 6
-, i.e, clean water and sanitation, includes
interventions for lining 20,000 kilometres
of waterways, with an estimated cost of
80 billion EGP in 2021, as mentioned in
section 1. However, by the end of 2022,
after already lining almost 6,000 kilometres
of waterways, the Ministry of Irrigation de-
cided to re-evaluate the project and study
each waterway individually to assess
whether it needs intervention or not, and
started working on a manual to set future
guidelines for the rest of the project (M.
Alaa, 2022), highlighting that lining all the
waterways is a waste of public resources
(Badr et al., 2023).

Haya Karima is in conclusion a massive ill-
planned infrastructure project. It is likely to
improve provision of valuable services to
the rural population, including healthcare,
educational, sanitary and governmental ser-
vices. However, spending on these infra-
structure projects will likely be inefficient
due to ill-planning, and these interventions
are unlikely to create sustainable jobs or
eliminate rural poverty as promoted.

Even investments in education, which evi-
dently lag in rural areas compared to urban
ones (Central Agency for Public Mobiliz-
ation and Statistics, 2019b), will not suffice
to deliver the ambitious goal of Haya
Karima. Education no longer guarantees
landing a decent job in Egypt, in light of a
severe shortage of formal job opportunities
in the labour market (Assaad, et al., 2019).
This is reflected in the inverse correlation
between level of education and unemploy-
ment in Egypt. Unemployment is 2.2% for
the illiterate population, and rises gradually
with more education, with a peak at 14.9%

for university and post-graduate education
levels (Central Agency for Public Mobiliz-
ation and Statistics, 2022b). This is ex-
plained by the reluctance of highly edu-
cated graduates, compared to the illiterate,
or ones with lower levels of education, to
accept informal employment — at least for
early years after graduation —, which has
grown into the main employment destina-
tion (Assaad, 2014).

Fighting rural poverty in Egypt through de-
cent work creation will thus require a dif-
ferent set of policies. Policy-makers in
Egypt should realise that decent work for
the rural population will most likely not be
in the same sectors that currently dominate
rural employment, whether agriculture, con-
struction, or wholesale and retail. They
should also realise that such poverty-allevi-
ating work might not even be geograph-
ically located within rural regions altogether.

Successful structural transformation glo-
bally has relied on workers shifting from
agricultural employment to an emerging
and fast-growing manufacturing sector, and
later to services (Guillermo Beylis, et al.,
2020). In the aforementioned successful
Chinese experience in eliminating rural pov-
erty, increased labour income has con-
tributed with two thirds of rural poverty re-
duction between 1988 and 2007, as
mentioned earlier. Such an increase in la-
bour income largely relied in the first period
(1988-1995) on increased productivity in
agriculture, while a surge of labour oppor-
tunities in industry and services drove the
rise in labour income, and hence poverty
reduction, in the second period (1995-
2007) (World Bank, 2021).

In Egypt, a deeply-rooted issue has been
the failure of structural transformation
through the previous decades; the work-
ing-age rural population grew fast due to
demographic transition but has not shifted
to employment in high-productivity sectors,
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while agriculture became saturated and
stopped absorbing more labour, as men-
tioned. This in turn has led to falling em-
ployment rates, and to reliance upon infor-
mal, unstable and low-productivity
employment, where in-work poverty is wide-
spread. Failure of structural transformation
in Egypt has been caused by slow growth
of the manufacturing sector, which has not
absorbed excess rural labour and has ac-
counted for less than 15% of total employ-
ment during at least the last 30 years (Cen-
tral Agency for Public Mobilization and
Statistics, 1990, 2022b). The labour mar-
ket has conventionally drawn upon the con-
struction sector, which exhibits a predomi-
nant informality. Furthermore, low
productivity and an inflated public admin-
istration sector, along with other services
characterized by low productivity, including
hospitality, retail, and wholesale trade, are
also marked by a widespread informality
(lkram, 2019).

The slow growth of formal high-productivity
employment in Egypt, in manufacturing and
elsewhere, has largely been a result of a
discouraging business environment (Islam,
et al., 2022). Cronyism, corruption and un-
even state intervention to favour inefficient
connected businesses have been the state
of play in Egypt since transition to a market
economy decades ago (Hertog, 2016).
This has been exacerbated by stifling trade
barriers and uneven competition due to the
direct role of state enterprises, which ex-
ceed 297 companies, 51 economic
agencies, and 60 companies affiliated to
the Ministry of Defence, competing with
the private sector in 23 of the total of 24
industry groups in the domestic economy
(International Finance Corporation, 2020).

A successful structural transformation in
Egypt to create sustainable decent em-
ployment for the rural population and al-
leviate rural poverty will thus not hinge on
more state programmes and mega infra-
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structure investments. It will rather necess-
arily require deep institutional reforms to
improve the business environment, attract
investments and encourage growth of for-
mal private sector. Such reforms would
need to include fighting corruption, pro-
tecting property rights, curbing public pol-
icy uncertainty, removing barriers to trade,
and limiting the role of state-owned and
military-affiliated enterprises.

Nevertheless, such reforms to address
broad policy failures, or government failures
in other words, are usually conducive to
growth of less sophisticated industry and
services sectors. Growth of advanced sec-
tors, on the other hand, that are technology
and innovation-intensive, yielding the type
of structural transformation that generated
fast inclusive growth and lifted tens of mil-
lions out of poverty in Asia and elsewhere
would require policies that address sec-
tor-specific market failures as well, namely
active industrial policies (Cherif, et al.,
2022). Such policies include focusing on
export orientation, in contrast with import-
substitution strategies, through measures
such as targeted tax benefits for export
sales, tariff rebates on imported intermedi-
ates, subsidies for purchase of domestic
inputs, and export promotion agencies.
Proven policies also include the use of pub-
lic procurement to encourage domestic
production and technological change, al-
locating lending directly or indirectly to spe-
cific sectors, establishing incubators, pro-
viding access to public land at
below-market rates, reducing labour taxes
for specific sectors, and providing research
and development incentives and subsidies
(Cherif, et al., 2022).

These industrial policy measures, which
require intensive state intervention, bring
us back to square one. In a weak institu-
tional environment such as the Egyptian
one, it is likely that these policies would be
captured by special interests, which indeed
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has been the case for decades of cronyism
in Egypt (Chekir & Diwan, 2014; Diwan, et
al., 2018; Eibl & Malik, 2016), thus pushing
institutional reform again as the necessary
route forward. On the contrary, some of
the leading institutional and governance in-
dicators have been deteriorating in Egypt
during last few years, on top of account-
ability and control of corruption. And al-
though some other indicators have slightly
improved, Egypt is still in the bottom third
of countries worldwide for most govern-
ance indicators (World Bank, 2022). There
are also signs of less state appetite for glo-
bal trade. Haya Karima's aforementioned
sub-initiative Start offers a brief vision for
industrial development that ominously
echoes import substitution policies (State
Information Service, 2022a), which have
long been proven unsuccessful (Cherif,
Hasanov, 2019).

Furthermore, aside from speculations, there
are few signs yet of a de facto curbing of
the role of state-owned enterprises and
military-affiliated entities in the economy.
Haya Karima even features a key role for
the Ministry of Military Production, which
is supposedly involved with the labour train-
ing initiative (State Information Service,
2022a). The ministry and other military-af-
filiated entities are also major sources in
Haya Karima's massive procurement
supply chain (Agag, 2021).

Conclusion

Haya Karima's infrastructural interventions
will most likely be unsuccessful in eliminat-
ing rural poverty in Egypt. In fact, and as
mentioned, it is likely with the current econ-
omic crisis in the country — reflected in the
sharp and unprecedented devaluation of
the EGP and soaring inflation in 2022 and
early 2023 - that poverty has already
sharply risen in Egypt, especially in vulner-
able rural communities. However, no official
data on poverty is yet available after 2020

and, as mentioned, the official data and re-
ports on Haya Karima after 2020 also
stopped including updates on poverty out-
comes.

It could even be argued that the model
relying on mega infrastructure projects to
generate growth and employment (State
Information Service, 2022b), adopted by
the Egyptian state during most of the last
decade, has in fact contributed to the cur-
rent economic crisis in the country. For the
past few years, the state has been spend-
ing tens of billions of dollars on mega low-
return infrastructure and construction pro-
jects, including a new administrative capital
to the east of Cairo, with an estimated cost
of 58 billion USD, a third line for Cairo
metro, with a cost of 5.8 billion USD, a
monorail for the new capital, with a cost of
4.5 billion USD, King Salman Bridge, cost-
ing 4.5 billion USD (Delloitte, 2021), a 4.5
billion USD high-speed electric rail, a by-
pass to the Suez Canal, with an estimated
cost of 8 billion USD (Springborg, 2022),
and a further extension to the Suez Canal
underway, with a cost of 14 bilion USD
(Egypt's Project Map, n.d.b).

These massive investments were largely fi-
nanced by borrowing. Consequently,
Egypt's external debt has skyrocketed from
46.1 billion USD in mid-2014 (Central
Bank of Egypt, 2016), when the president
assumed power, to 155.7 billion USD by
mid-2022, the latest data (Central Bank of
Egypt, 2022b). Thus, when the external
shocks of COVID-19 and the Russian-
Ukrainian war hit the Egyptian economy,
affecting flows of foreign currency and cost
of imports, the crisis unfolded.

The regime’s choice of this unsustainable
growth model was most likely to avoid the
necessary and deep institutional and
political reforms that are required for an
encouraging business environment and
success of an inclusive growth model,
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with a functioning private sector leading
sustainable and inclusive job creation.

This current model has unsurprisingly
failed to yield inclusive development and
has arguably pushed the Egyptian econ-
omy and living standards of the popu-
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lation into quite a vulnerable position. It
is thus unlikely that mobilising even more
public investments into another massive
infrastructure project would solve
Egypt’'s socioeconomic issues, and it is
fair to expect that this might even ex-
acerbate them.
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