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Hint 
 
 
 
This report has been prepared before undertaking the latest economic 

decisions which are supposed to enhance the growth of the Egyptian 

economy. Some of such decisions have been recommended in this 
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Assessing Egypt’s 
Competitiveness 
 
Youssef Boutros-Ghali 
Minister of Finance, Egypt 
 

This is Egypt’s first competitiveness re-
port—an initiative of the Egyptian Na-
tional Competitiveness Council.  It 
complements other initiatives around 
the world.  Since 1979, the World Eco-
nomic Forum has published the Global 
Competitiveness Report. A number of 
industrialized and Asian countries pub-
lish their competitiveness reports and 
recently a neighboring Arab country, 
Jordan, has joined the group. 

Interest in competitiveness increased 
during the last decade when traditional 
theories of comparative advantage did 
not offer a panacea for growth.  The new 
concept of competitive advantage devel-
oped by Porter argues that increasing 
competitiveness is the result of a com-
plex interaction among a number of fac-
tors that include globalization, technol-
ogy, and competition.   The mix of 
strong institutions and supportive eco-
nomic polices helps to create an envi-
ronment that enables businesses to in-
novate and hence increase their inter-
national competitiveness. 

The objective of this report is to foster 
better understanding of the factors that 
affect the competitiveness of the Egyp-
tian economy. In this way, the report 
should assist all stakeholders—
government and business sector alike— 
in our effort to enhance the competi-
tiveness of Egypt in the global economy. 
The report identifies the key issues 
which need to be addressed.  Particular 
attention is devoted to the challenges 
that the Egyptian economy continues to 
face and the potential for strengthening 
institutions and improving the business 
environment. While the government can 
certainly play an important role through 
continued streamlining of red tape, 
simplifying company formation, and 
improving the regulatory environment 
others must play their parts. A govern-

ment business sector partnership is 
crucial in order to bring about a genu-
ine cultural change to reinvigorate the 
competitiveness of the Egyptian econ-
omy.  

This report, in addition to providing a 
clear view of the status of competitive-
ness in the Egyptian economy, repre-
sents a crucial turning point in Egyp-
tian governance. It is the first time that 
the business sector has provided a criti-
cal opinion regarding the Egyptian 
economy and its workings. It is the first 
time that the business community 
measures our performance against 
globally recognized criteria, using a uni-
form methodology acknowledged the 
world over.  Such a stance is an unmis-
takable sign that the Egyptian economy 
and its main operators have come of age 
and have recognized that an open econ-
omy begins with a mind that is open to 
global parameters.  

This report enriches our knowledge of 
ourselves and will make the policies of 
liberalization that we advocate that 
much easier to implement.  

 

 

Youssef Boutros-Ghali 
Minister of Finance, Egypt 

Cairo, September 2004 
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Raising Egypt’s 
Competitiveness: 
The First Competi-
tiveness Report 
 
 
Mahmoud Mohieldin 
Minister of Investment, Egypt 
 
Egypt has undertaken significant steps 
since the 1990's to establish a market-
based, outward-oriented economy and 
has become a more open and secure 
market for trading partners. However, 
Egypt's international competitiveness 
needs to be reinvigorated.  In recent 
years, growth rates have slowed down 
and Egypt's rankings on competitive-
ness have slipped relative to other coun-
tries. This does not mean the economy 
is incapable of fast growth. On the con-
trary, Egypt has demonstrated a num-
ber of rapid growth episodes at different 
periods of time.  Some of the most rapid 
growth rates occurred during the import 
substitution period in the 1960's. In the 
late 1970's and throughout most of the 
1980's large public expenditure pro-
grams and surges in foreign borrowing 
were also associated with fast growth.  
In the early to mid-1990's macroeco-
nomic stabilization and structural re-
forms helped realize another period of 
high growth rates. Yet all of these epi-
sodes were temporary phases, as the 
Egyptian economy has not yet estab-
lished the conditions for rapid and sus-
tained growth. The report attempts to 
analyze conditions deemed necessary to 
enhance Egyptian economy's competi-
tiveness relative to other countries.  

In the past, competitiveness was meas-
ured by how aggressive a country's ex-
ports were.  Measuring a countries 
competitiveness had always been a de-
batable issue, however, recently, it was 
agreed  to be measured by a wide set of 
indicators most significant of which are 
those based on surveys of perceptions of 
executive of reforms such as effective 

asset management approach and pri-
vate sector participation, the deregu-
lation of the incentive and regulatory 
frameworks, exchange rate flexibility, 
the extent to which the business envi-
ronment can lure foreign investment, 
the sophistication of know-how, the 
strength of the financial system, and 
the strength of human capital through 
investments in education, health and 
other social services. 

These indicators provide wide cover-
age and a common international yard-
stick against which to measure the 
performance of each country. The re-
port then measures the competitive 
strengths and weaknesses of the 
country based on these indicators as 
further elaborated in the context, us-
ing internationally renowned bench-
marks of competitiveness. This pro-
vides a benchmark of national com-
petitiveness versus other nations 
across uniform indicators. 

Upon reviewing the report – we need 
to ring some alarm bells for most indi-
cators, as  Egypt's ranking has gradu-
ally declined over the past few years 
relative to other countries. 

Here, an important question rises: 
does this steady decline in competi-
tiveness, suggest a worsening trend? 
If so, then are there learning objec-
tives from this kind of report? 

First, we learn that countries that in-
vestments do not find appealing 
automatically repel investors, mean-
ing that the increasing gap between 
Egypt and other countries merits at-
tention and prompt action from the 
government.  

Second, consensus on business envi-
ronment issues must be reached in 
order to be able to take the necessary 
remedial actions for the removal of 
key regulatory and institutional bot-
tlenecks to competitiveness, the pro-
motion of foreign investment, and the 
strengthening of institutions support-
ing the private sector.  
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Third, a private-public partnership that 
seeks effective ways of facilitating pri-
vate-public policy dialogue and increas-
ing private sector participation in key 
business environment policy reforms 
must be created.   

The strengthening of Egypt's competi-
tiveness is a long term process.  Hence 
the sustainability of the Egyptian Na-
tional Competitiveness Council (ENCC), 
and accordingly this report, must be 
ensured. The Council must be able to 
continue to track and analyze key indi-
cators of performance to gauge the 
global competitiveness of the Egyptian 
economy.  Concise findings should be 
presented in a continuous stream of 
reports for policymakers and the busi-
ness sector to enable the identification 
of problem areas in the economy or 
shed light on important trends. Once 
problems and trends are identified, pro-
gress in areas directly affecting the de-
terminants of Egypt's competitiveness 
can be monitored, and the necessary 
changes that will enhance competitive-
ness can be implemented. The result 
will be a better understanding of the 
drivers of economic growth, competi-
tiveness and prosperity. 

 

Mahmoud Mohieldin 
Minister of Investment, Egypt 

Cairo, September 2004 
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International  
Competitiveness and 
Economic Prosperity 
in Egypt 
 
 
Rachid Mohamed Rachid 
Minister of Foreign Trade & In-
dustry, Egypt 
 

This competitiveness report, the first to 
be presented by the Egyptian National 
Competitiveness Council (ENCC), comes 
at an opportune moment in Egypt's de-
velopment process. As the country con-
tinues to liberalize its economy and in-
tegrate further into the global market-
place, there is a need now more than 
ever to reinforce the competitiveness of 
its industries and enterprises to meet 
the challenges and seize the opportuni-
ties of increased globalization and re-
gional integration. 

 

This report follows in the footsteps of 
similar efforts by industrialized and de-
veloping nations alike to present a de-
tailed analysis of key factors affecting 
the future growth and prosperity of the 
country. In both structure and form, the 
report follows the approach adopted by  
the World Economic Forum in produc-
ing its annual Global Competitiveness 
Report. The ENCC report includes a dis-
cussion of the role of the Council, 
methodologies and definitions; an as-
sessment of the Egyptian economy; as 
well as viable recommendations for fu-
ture reform. The objective is to bench-
mark progress and serve as the basis on 
which improvements in all areas of the 
economy can be undertaken. 

 

Over the last few decades, the concept 
of competitiveness has increasingly be-
come a central issue worldwide. This 
concept—the optimal combination of 

legal, policy and institutional factors—
takes root in the common under-
standings of competition as the foun-
dation of an efficient market system. 
However, for competition to exist and 
a country to be considered ‘competi-
tive’, a number of prerequisites need 
to be met, including free market entry 
and exit; freedom of trade and con-
tract; an efficient legal and monetary 
system; protection from restrictive 
business practices (RBP); existence of 
technical, economic and creative hu-
man resources; and, above all,  trans-
parency. Where these preconditions 
are satisfied, competition can work 
effectively to ensure both distributive 
and allocative resource efficiency. 
Coupled with such dynamic functions 
as innovation and technological pro-
gress, Egypt will be better situated to 
reinforce development and progress. 
Finally, competition achieves the so-
cial functions of fair and free access 
for all market participants, encour-
ages entrepreneurship, broadens con-
sumer choice and generates job op-
portunities in line with national devel-
opment goals. 

 

Like in many countries, competitive-
ness serves as an engine for future 
growth and as a key to survival in an 
increasingly competitive and rapidly 
changing world. Instrumental in this 
respect is the need to for Egypt to 
identify the new global rules for busi-
ness, and place emphasis on quality, 
flexibility, design, reliability, accessi-
bility, and networking. Also, we must 
create a society that highly values 
competitiveness and the optimal com-
bination of technology, managerial 
entrepreneurship, employee skills, 
and business organization. However, 
putting all the elements of our com-
petitiveness strategy in place requires 
collective action by all actors of the 
society, including the business com-
munity, government, and civil society.  
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Finally, there is no doubt that the as-
sessment and findings of this pioneer-
ing report are a significant step on the 
road to sustainable growth and in-
creased productivity. It is through laud-
able efforts like these that Egypt will be 
able to achieve progress and raise the 
standards of living for all Egyptians.   

 

Rachid Mohamed Rachid 
Minister of Foreign Trade  
& Industry, Egypt 

Cairo, September 2004 
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Executive Summary 
 

The Egyptian  
Competitiveness 
Report 
 
 
 
With growing globalization, competitive-
ness has emerged as a crucial 
gauge/barometer of measuring the per-
formance of a national economy, and 
thus defining its relative strength vis-à-
vis other economies. Since the publica-
tion of the first Global Competitiveness 
Report in 1979, attempts have been 
made to rank countries according to 
specific criteria that define their com-
petitive edge. Egypt has been among the 
few countries to be included since the 
beginning of this initiative. Over time, it 
appears that while Egypt scores high in 
terms of some factors, on the whole its 
competitiveness profile has been on the 
retreat. This report is born out of the 
necessity to raise domestic awareness of 
Egypt’s competitive position by shed-
ding light on how the country fairs us-
ing aggregated global benchmarks for 
relative competitiveness.  

 

The results of the Executive Opinion 
Survey implemented by the World Eco-
nomic Forum indicate that the most 
problematic factors for doing business 
in Egypt—that negatively affected com-
petitiveness—were related to the coun-
try level environment.  Hence, as the 
first report on Egypt’s competitiveness, 
it is devoted to a discussion about com-
petitiveness by focusing on the macro- 
level of the economy, one of three levels 
of competitiveness introduced in Chap-
ter 2.  

 

Competitiveness at the macro-level is 
significant for both policy makers and 
business community, particularly 
within the context of a dynamic external 
and knowledge-based environment that 
is increasingly determined by rapid 

deepening of globalization and swift 
moving technological advancements.  

Within the framework of the mandate 
and objectives of the Egyptian National 
Competitiveness Council (ENCC), this 
report has four distinct objectives:  

 

First, to monitor Egypt’s competi-
tiveness status via detailed 
benchmarking analysis with a 
peer group of developing coun-
tries within and outside the 
Middle East and North Africa re-
gion.  

Second, to assess ongoing pro-
gress in areas directly affecting 
the determinants of competitive-
ness at the macro level.  

Third, to establish a working 
partnership aimed at furthering 
the dialogue between the busi-
ness community and the govern-
ment on how to increase com-
petitiveness at the country level, 
through developing a joint strat-
egy aimed at enabling the busi-
ness sector to take full advan-
tage of the rapidly changing in-
ternational parameters of com-
petitiveness.   

Fourth, the report is the first of a 
series of reports that will be of 
interest to research focusing on 
analyzing the factors that de-
termine Egypt’s competitiveness 
at the macro, sectoral and firm 
levels. 

 
The report builds on Porters’ approach 
to competitiveness that highlights four 
inter-related factors that are crucial for 
creating a competitive business envi-
ronment; these are (i) the quality of fac-
tor or input conditions, (ii) the context 
for firm strategy and rivalry, (iii) the 
quality of demand conditions, and (iv) 
the extent and presence of related sup-
porting industries. The usefulness of 
this approach is that these factors can 
be directly affected by domestic policy-
making, albeit at varying degrees. 
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Therefore, the government’s role as a 
key provider of public services such as 
education, health, and infrastructure, 
and as the regulator of economic activ-
ity and the allocation of natural re-
sources places special importance on its 
policy directives in light of their impact 
on the aforementioned input conditions. 
The government’s role also encom-
passes the creation of a legislative and 
institutional environment that is suit-
able for attracting investment, institu-
tion of competition policy, intellectual 
property rights laws, as well as con-
sumer protection mechanisms; all criti-
cal elements for creating the ‘right’ con-
text for firm rivalry. Local and foreign 
demand side conditions can also be di-
rectly influenced by various macroeco-
nomic and trade policy tools. Finally, 
the extent and presence of related sup-
porting industries is primarily the prod-
uct of a country’s industrial policy if 
aimed at tackling supply side con-
straints and encourage the formation of 
industrial clusters/agglomerates, espe-
cially in economic sectors with promis-
ing potential. 

 

It is clear that governments’ influences 
on determinant factors for competitive-
ness, manifested in economic policies, 
directly affect the degree of competitive-
ness of an economy. A detailed assess-
ment of policy indicators as well as sug-
gested courses of action is presented 
below. However, to provide a conceptual 
framework for the analysis, the defini-
tion of competitiveness is first dis-
cussed.  

 

Being an evolving concept, the term 
‘competitiveness’ cannot be statically 
defined. The concept itself has under-
gone changes along with the changing 
conditions of global trade relations and 
the parallel mutation of global indus-
trial structures and organization. How-
ever, there seems to be a growing con-
sensus on some operational definitions 
of competitiveness at the macro, indus-
try, and firm levels.  

 

At the macro level, competitiveness is 
defined as a country’s ability to provide 
high quality life to its people measured 
by the capacity for wealth creation 
through enhancing productivity and 
fostering innovation. International insti-
tutions have developed various indices 
to gauge and benchmark country-level 
competitiveness such as the Growth 
Competitiveness Index and the Busi-
ness Competitiveness Index (both re-
leased by the World Economic Forum), 
and also the Network Readiness Index 
which measures the degree of prepar-
edness to participate and benefit from 
information and communication tech-
nology developments.  

 

At the industry level, competitiveness is 
manifested in the industry’s ability to 
organize itself in a way that will in-
crease value added in the supply chain. 
As for the micro (firm) level, competi-
tiveness depends partly on the firm’s 
ability to maximize customer and 
shareholder value, and partly on its 
ability to act and react to the changes in 
the surrounding competitive environ-
ment. 

 

In Porter’s approach to analyzing the 
stages of economic development, the 
Egyptian economy is considered to be in 
a transition phase, moving from a fac-
tor-driven economy to an investment-
driven economy. However, several fac-
tors have impeded the conclusion of a 
successful transition. 

 

The stabilization component of the Eco-
nomic Reform and Structural Adjust-
ment Program (ERSAP) of the 1990s has 
succeeded in triggering high growth 
rates during the first half of the decade; 
however, the external shocks that hit 
the economy starting 1997 have dem-
onstrated that the resilience of the 
Egyptian economy could be bolstered if 
the structural adjustment components 
of the program had been successfully 
completed. Furthermore, the slow pace 
of structural adjustment is now throw-

9



 

ing its shadows on the sustainability of 
macroeconomic stabilization. 

 

Despite improvements in Egypt’s exter-
nal balance as well as maintaining a 
favorable external debt position, a 
number of developments pose eminent 
threats to the stabilization achieved in 
the 1990s, and also are likely to affect 
future growth prospects. These devel-
opments are manifested in a continued 
slowdown in economic growth because 
of low domestic savings and investment 
rates, increasing inflation, a deteriorat-
ing fiscal situation as a result of in-
creased budget deficits and alarmingly 
high domestic debt levels, and a stalled 
privatization program. 

 

With regard to trade and openness indi-
cators, comparative statistics indicate 
that the pace at which Egypt is being 
integrated in the world economy is 
modest compared to its peer group. The 
contribution of exports of goods and 
services to GDP is low compared to 
Egypt’s peer group of developing na-
tions. Moreover, merchandise exports 
are still dominated by oil and oil-related 
products which renders the economy 
vulnerable to recurring balance of pay-
ments pressures due to oil price volatil-
ity. 

 

On another front, Egypt remains far 
from its potential capability in attract-
ing global Foreign Direct Investment 
(FDI). Share of FDI in the Egypt’s GDP 
is dismal and most FDI inflows are con-
centrated in the energy sector. FDI in-
flows to other promising sectors have 
been inhibited by constraints in the 
domestic business environment as well 
as recent concerns about the exchange 
rate and the unfavorable fiscal situa-
tion. Although the private sector re-
mains the major player in the economy 
–as it generates more than three-
quarters of economic activity, recent 
statistics indicate a retreat in private 
sector investment due to several factors 
constraining business activity.  

As for infrastructure developments, 
Egypt has achieved some milestones in 
the development of its infrastructure 
especially in power generation and tele-
communications. Areas in need of fur-
ther improvements include the trans-
portation infrastructure and the digital 
infrastructure which is a cornerstone in 
building a modern competitive economy.  

 

In the education sector, serious reform 
is key to bridging the widening quality 
gap between outputs of the education 
system and labor market demand. It is 
about time to do away with short-term 
panacea and piecemeal solutions, and 
construct a clear-cut vision for scaling 
up the status of education as a means 
to building competitiveness. 

 

With regard to the regulatory and busi-
ness environment, it can be fairly stated 
that the government has been heavy-
handed in regulating business activity. 
This had a negative impact on the busi-
ness environment on various levels. In-
efficient bureaucracy, arbitrary deci-
sion-making, an extremely slow litiga-
tion process and the absence of special-
ized commercial laws are but a few as-
pects of the uninviting business envi-
ronment that currently exists in Egypt. 
The tax system and customs regulations 
also rank high on the list of constraints 
impeding business activity. Access to 
finance has recently emerged as one of 
the most critical factors curbing private 
sector investment. Finally, the delay in 
the passage of certain laws (competition 
law, consumer protection law, new tax 
law) coupled with the ineffectiveness of 
some new laws (due to delays in pas-
sage of executive regulations) have 
acted as negative signals about the gov-
ernment’s commitment to supporting a 
private-sector-led economy.  

 

Nevertheless, through analyzing the de-
velopments in the detailed components 
of the Executive Opinion Survey under-
taken annually by the World Economic 
Forum, it generally appears that there 
has been an improvement in Egypt dur-
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ing 2003 in technology diffusion and 
innovation (albeit at slower rates com-
pared to other developing countries),. 

 

On the other hand, the competitiveness 
of the Egyptian economy has declined in 
relation to aggregate country perform-
ance indicators, the macroeconomic en-
vironment, general infrastructure, pub-
lic institutions (contracts, laws, and 
corruption), domestic competition, com-
pany operations and strategy, and the 
environment. 

 

One component which has shown mixed 
results is the extent of developing in-
dustrial/sectoral clusters, while lack of 
previous data on human resources 
(education, health, and labor) does not 
permit drawing conclusions on whether 
there has been an improvement or dete-
rioration in Egypt’s competitiveness in 
this aspect. 

 

In the Growth Competitiveness Index 
(GCI), Egypt is positioned among the 
second-tier countries ranking 58 out of 
102 countries  while ranking on the 
technology sub-index at 68, Compared 
to regional peer countries, Egypt out-
performs Morocco, Turkey and Algeria, 
while it ranks lower than Israel, Jordan 
and Tunisia. The analysis shows that to 
raise Egypt’s GCI, there is need for an 
improvement in the macroeconomic en-
vironment, the quality of public institu-
tions, and the pace of technological de-
velopment. 

 

In the Business Competitiveness Index 
(BCI), which is composed of two sub-
indices (company operations & strategy 
and quality of the national business en-
vironment), Egypt also ranks 58 out of 
102 countries. In this case, Egypt is 
outperformed by all countries in the re-
gion that were included in the survey 
except for Algeria. This indicates the 
Egypt’s regional competitiveness with 
regard to the domestic business envi-
ronment is worse than its growth poten-
tial.  

The main conclusions that emerge from 
this report can be summarized as fol-
lows: The relatively successful   eco-
nomic stabilization achieved during the 
1990s is currently being undermined by 
a deteriorating fiscal situation coupled 
with accelerating inflation. Compound-
ing the situation is the significant in-
crease in unemployment, slow struc-
tural reforms, and a halted privatization 
program.  Domestic and national sav-
ings rates are still considerably lower 
than other developing countries, posing 
a serious challenge to Egypt’s ability to 
achieve the rate of growth necessary to 
accommodate a fast-growing labor force 
and to reduce current unemployment 
levels. 

 

Slower growth rates coupled with con-
tinuing unfavorable demographic trends 
have resulted in some double-digit lev-
els of unemployment. It is also worth 
noting that some exogenous factors 
raise concerns about the growth out-
look, the most notable of which is the 
unstable regional security situation. 
However, some domestic factors are 
seen as more detrimental. Uncertainty 
about economic policy outcomes cou-
pled with severe constraints to the 
business environment continues to 
negatively affect investment decisions.     

 

There is an eminent need for policy 
measures to increase exports of good 
and services and attract higher FDI in-
flows. In addition, the slow pace of 
structural and institutional reforms has 
negatively affected macroeconomic out-
comes. Despite recent improvements in 
the external sector (resulting primarily 
from the exchange rate devaluation, in 
addition to the slowdown in economic 
activity which curbed import demand), 
there is a notable deterioration in the 
fiscal situation.  

 

Egypt compares unfavorably to its peer 
group on most of the indicators of trade 
competitiveness and FDI openness. Tax 
and tariff reforms are of pivotal impor-
tance to the reduction of business 
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transaction costs, which continue to be 
considerably higher in Egypt relative to 
peer group countries. Moreover, they 
have created an inherent anti-export 
bias. An effective route to reducing 
business transaction costs should also 
opt for reforming the judicial system 
and reducing government bureaucracy. 

 
On the basis on the findings of the re-
port, a number of opportunities can be 
identified that could, if grasped, en-
hance the competitiveness of the Egyp-
tian economy. These are mainly: 
 

1. Adopting a holistic approach to-
wards building competitiveness 
that includes the vision of all 
stakeholders and puts knowl-
edge and innovation as a core 
objective. 

2. Encouraging the government, 
the private sector, and the civil 
society to introduce sound prac-
tices in order to maintain trans-
parency and good governance. 

3. Streamlining and harmonizing 
domestic regulation with inter-
national standards in order to 
improve the domestic business 
environment. Immediate action 
is needed to reduce red tape, fa-
cilitate new business registration 
and land acquisition, as well as 
improve commercial dispute 
resolution and bankruptcy pro-
cedures. 

4. Proceeding with the implementa-
tion of market-oriented exchange 
rate policies is tantamount to 
boosting domestic and foreign 
investor confidence as well as 
increasing export competitive-
ness. 

5. Striking a coherent fis-
cal/monetary/trade policy mix 
with the objectives of sustaining 
macroeconomic stability, deep-
ening financial market and fiscal 
reform, and also endorsing a re-
duction in real interest rates to 
spur investment. 

6. Continuing the trade liberaliza-
tion drive through reforming the 
incentive system and in parallel 

tackle behind-the-border barri-
ers to increase export competi-
tiveness. 

7. Improving Egypt’s ability to at-
tract FDI via targeted efforts 
aiming at regulatory reform, re-
moving FDI impediments, and 
the creation of an independent 
authority for FDI promotion and 
servicing investor demands. 

8. Furthering the implementation 
of structural reforms with em-
phasis on financial sector reform 
(including banking, insurance, 
pension systems, and the capital 
market) as well as activating the 
privatization program. 

9. Improving ICT readiness and in-
novation capabilities via a two-
pronged strategy aiming at en-
hancing technology diffusion 
and R&D promotion, and in par-
allel address needs for educa-
tional reform. 

10. Developing an integrated meth-
odology for the evaluation and 
management of industry growth 
and competitiveness, based on 
which, policy measures could be 
devised to encourage industry 
clusters and vertical integration. 

11. Supporting the establishment of 
a Competitiveness Observatory 
to collect and analyze data on 
the drivers of Egypt’s competi-
tiveness performance. 

 

The ENCC report presents the begin-
ning of an endeavor and by no means 
an end. Work will continue to sharpen 
the concept of competitiveness within 
the specific situation of Egypt, develop 
the relevant indicators and analyze the 
factors that influence competitiveness. 
The major objective remains the same:   
to support the policy maker towards 
identifying the points of weakness in 
order to remedy them, and the points of 
strengths in order to enhance them.   
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Introduction 
 

A Step Forward: 
Egypt’s National 
Competitiveness 
Council 
 

 
 

The challenges Egypt and its people face 
today are like no others in their history. 
Egypt, as the country with the largest 
population of all countries in the Arab 
region, is experiencing these challenges 
with exceptional severity. It is, at the 
same time, at the forefront of those 
countries actively in search of solutions 
to issues that are in fact of global rele-
vance.  

 

The United Nations singled these issues 
out as the most pressing ones to hu-
manity at the turn of the 21st Century. 
They also gave concrete steps for their 
solution in their 2000 “Millennium 
Goals”. The biggest challenges lie ahead 
in low national GDP per capita, high 
unemployment and the impacts of glob-
alization on the national economy, cul-
ture and social development. The at-
tainment of these goals is of special im-
portance to the Middle East. It deter-
mines its ability to tackle its most ele-
mentary problem successfully: that of 
how the future global competitiveness of 
Egypt can be attained – and sustained.  

 

It has become clear from several re-
nowned reports that have recently dealt 
with human development in the region, 
that a holistic approach is needed. To 
achieve economic prosperity, new jobs 
and higher living standards, the coun-
tries of the Arab world need to develop a 
genuine Arab identity integrating cul-
ture, values and ethics and use them to 
raise their competitiveness to an inter-
national levels.  

Competitiveness 
 

Competitiveness remains a concept that 
is not well understood, despite wide-
spread acceptance of its importance. 
The most intuitive definition of competi-
tiveness is a country’s share of world 
markets for its products. A more thor-
ough definition, however, measures 
competitiveness with regard to actual 
productivity. Productivity allows a na-
tion to sustain a continued rise in 
wages, a strong currency, and attractive 
returns on investments — and through 
them, a high living standard.  

 

Thus, the goal of making a country 
more competitive is to raise its produc-
tivity, not simply its exports in absolute 
quantities. The entire economy’s pro-
ductivity is of integral significance for 
living standards, not just monetary 
value of commodities or services actu-
ally traded. 

 

Competitiveness is the result of sus-
tained – and sustainable – development 
in: 

 
The public sector, providing for 
legal and social development. 
 
The private sector, encompassing 
the whole range of activities con-
tributing to economic growth 
and progress. 
 
Civil society, the sector of civic or 
non-governmental engagement 
that has become increasingly 
important for cultural develop-
ment since the 1990’s. 

 

These three elements need to work to-
gether in a concerted, structured man-
ner to bring about a competitiveness 
that lasts. 
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Ranking Competitiveness 
 
Competitiveness rankings and indica-
tors used in them have been identified, 
researched, compiled and discussed by 
a multitude of reports in the recent 
past. Among them are the “Global Com-
petitiveness Report (GCR)”, the “Infor-
mation Communication Technology Re-
port (ICT)”, the “Arab Human Develop-
ment Report (AHDR)”, and the “Egypt 
Human Development Report (EHDR)”. 

 

The “Global Competitiveness Report”, 
on which this inaugural “Egypt Com-
petitiveness Report” is based and to 
which it provides more insight on a na-
tional basis, combines two major indi-
ces to establish a global ranking in 
competitiveness:  

 

The “Growth Competitiveness In-
dex (GCI)”: the GCI largely relies 
on the review of a “macroeco-
nomic environment index”, a 
“public index” and a “technology 
index”. It reflects the future, 
long-term abilities regarding 
competitiveness, e.g. on a mac-
roeconomic level. 
 
The “Business Competitiveness 
Index (BCI)”: the BCI is deter-
mined by a combination of the 
“company operation and strategy 
index” and the “quality of the 
national business environment 
index”. It reflects the short-term, 
momentary capabilities enabling 
businesses to be competitive. 

 

 
The Egyptian National  
Competitiveness Council 
 
This first “Egypt Competitiveness Re-
port” builds on these means to deter-
mine what competitiveness is. The 
“Egypt National Competitiveness Coun-
cil” has been founded to leverage the 
tool of these reports to advance the ac-
tual competitiveness of the country and, 

thus, its private business sector, its en-
trepreneurs and people in general.  

 

In the “Egypt National Competitiveness 
Council, leaders from the business sec-
tor, academe, the workforce and gov-
ernment institutions collaborate to raise 
awareness of the significance of the is-
sue of competitiveness of the Arab world 
and specifically Egypt and its economic 
implications for the economy. 

 

The mission of the “Egypt National 
Competitiveness Council” is to improve 
the competitiveness of Egypt, encourage 
public participation in developing the 
issue and the business sector to lend its 
utmost attention to efforts aimed at fur-
thering the field. 

Specifically, its objectives are to: 

 

Identify Egypt’s rank in competi-
tiveness on a regional and inter-
national level through review 
and compilation of data from 
relevant reports released by na-
tional and international organi-
zations, such as the World Eco-
nomic Forum, the World Bank, 
the IMF, UNDP, ECES, CEFRS 
and others.  

 
Release periodical reports on 
Egypt’s rank in competitiveness 
with attention to a multitude of 
aspects on sustainable and ho-
listic development of a national 
scale. 

 
Communicate and cooperate with 
all relevant stakeholders in soci-
ety to raise awareness on related 
issues and their relevance to 
Egypt’s development. The Coun-
cil aims to address stakeholders 
from government, the private 
sector and civil society on an 
equal basis. 
 
Promote the practice to consis-
tently use available periodical 
reports as references by various 
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stakeholders when assessing 
Egypt’s performance in issues of 
sustainable development. 

 
Initiate and promote competitive-
ness studies aimed at specific 
sectors.     

 
Help identify emerging issues of 
national relevance, based on 
custom data gathered, set priori-
ties for reform and sustainable 
development in Egypt. 

 
A Step Forward 
 
This is the inaugural “Egypt Competi-
tiveness Report (ECR)”. It shall form the 
basis for the future activities of the 
“Egypt National Competitiveness Coun-
cil”. It shall also provide the Council 
with an adequate means of publication 
of its findings. We the authors wish it a 
large and engaging audience, strong in-
terest in its recommendations by the 
public and a spirit to stimulate lasting 
dialogue to the benefit of Egypt and its 
people. 

 

Lastly, the authors would like to thank 
the United Nations Development Pro-
gramme (UNDP) and the World Eco-
nomic Forum (WEF) for their kind per-
mission to use their documents and re-
search in the preparations of this re-
port. 
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Chapter 1 
 

Defining and  
Measuring  
Competitiveness 
 
 
 
Several definitions for competitiveness are 
common today: 

1. Competitiveness is the degree to 
which a nation can, under free trade 
and fair market conditions, produce 
goods and services which meet the 
test of international markets, while 
simultaneously maintaining and ex-
panding the real incomes of its people 
over the long-term (OECD). 

2. Competitiveness should be seen as a 
basic means to raise the standard of 
living, provide jobs to the unemployed 
and eradicate poverty, Competitive-
ness Advisory Group, (Ciampi Group). 
“Enhancing European Competitive-
ness”. (Second Report to the President 
of the Commission, the Prime Ministers 
and the Heads of State. December 
1995.) 

3. The ability to produce goods and ser-
vices that meet the test of interna-
tional markets while citizens earn a 
standard of living that is both rising 
and sustainable over the long run. 
(The First Report to the President and 
Congress, 1992 US Competitiveness 
Policy Council.) 

4. Supporting the ability of companies, 
industries, regions, nations or supra-
national regions to generate, while be-
ing and remaining exposed to interna-
tional competition, relatively high fac-
tor income and factor employment 
levels. (OECD, 1996. Industrial Com-
petitiveness: Benchmarking Business 
Environments in the Global Economy.) 

5. Definitions of Competitiveness in the 
“Global Competitiveness Report”: 

• Definition 1. Competitiveness is 
the ability to achieve rapid growth 
in GDP per person over long peri-
ods.  

• Definition 2. Competitiveness is 
having a high level of GDP per 
person today. Since you can only 
achieve higher GDP by growing, 
these two definitions are basically 
the same thing, however the focus 
of one is static and the other dy-
namic. 

6. National competitiveness refers to a 
country’s ability to create, produce, 
distribute and/or service products in 
international trade while earning ris-
ing returns on its resources. (Scott, B. 
R. and Lodge, G. C. pg. 3, “US Com-
petitiveness in the World Economy” 
(1985)). 

7. A nation’s competitiveness is the de-
gree to which it can, under free and 
fair market conditions, produce goods 
and services that meet the test of in-
ternational markets while simultane-
ously expanding the real incomes of 
its citizens. Competitiveness at the 
national level is based on superior 
productivity performance. 

8. According to Porter, 2003, the only 
meaningful concept of competitiveness 
at the national level is national pro-
ductivity (Global Competitiveness Re-
port 2003-2004). 

 

For consistency and the acknowledge-
ment of the wide acceptance of the form 
by Porter used in the GCR, the Egyptian 
Competitiveness Report relies on this 
definition. 

When addressing competitiveness at 
country level, the definition needs to pay 
attention to the manifold levels of the 
country’s economy: the macro, intermedi-
ate and micro levels. In this chapter, we 
will explore the different factors that af-
fect competitiveness on each of these 
three levels, in order to develop charac-
terizations with operational value that can 
be used to measure the degree by which a 
country is competitive. 

16



 

First, we need to identify the indicators 
and factors affecting competitiveness. 

 

Indicators of Competitiveness 

 

The US Council on Competitiveness has 
identified four indicators that taken to-
gether form the competitiveness pyramid 
presented in figure 1. These indicators 
are: Investment, Productivity, Trade, and 
Standard of living. 

Investment represents the base of the 
pyramid. It is the fundamental building 
block of current and future economic ac-
tivity. Competitiveness is built on invest-
ments in technology, factories, equip-
ment, infrastructure and people. 

Productivity reflects the efficiency with 
which goods and services are produced. It 
is largely determined by investments in 
productive facilities, quality and perform-
ance of workforces, technological innova-
tion and the effectiveness with which the 
factors of production are employed. 
 

Moving up the competitiveness pyramid, 
trade connects production to markets. As 
trade becomes increasingly global, opera-
tions become more complex. Exports are 
dependent on national productivity and 
the level of investments in products and 
processes of production. 
Finally, a high standard of living forms 
the peak of the competitiveness pyramid, 
as it is the ultimate objective of a free 
market economy. Measuring the standard 
of living means to assess the wealth gen-
erated by a country. Such wealth is 
passed on to citizens and is reflected in 
their standard of living and quality of life. 

 

Relationship between Productivity and 
Competitiveness 

 

To establish a simplified definition and 
means of measurement for competitive-
ness, an intuitive approach is to identify 
competitiveness in terms of share of world 
markets for the products or services pro-
duced. This definition, however, fails to 
capture the causes of competitiveness 
and the tools needed to manage its 
growth. A more suitable approach is to 
directly assess the causes of competitive-
ness, which can be determined by exam-
ining the concept of productivity and its 
growth. 

 
Figure 1 Competitiveness Pyramid
Source: US Council on Productivity 
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Productivity means the effectiveness and 
Figure 3 Context for Firm Strategy and 
Rivalry the efficiency with which an or-
ganization or a country transforms re-
sources employed on the input-side into 
produced goods and services on the out-
put-side in a specified period of time. 
Mathematically, productivity is calculated 
by the ratio of the output produced to the 
resources used (input) to produce this 
output. 

which in turn adds to the creation of 
wealth resulting in an advancement of the 
standard of living. 

Wealth creation is performed at the mi-
croeconomic level of the society, the firm 
level, and is dependent on two interre-
lated main areas. (1) The sophistication 
with which domestic companies or foreign 
subsidiaries operating in the country op-
erate, and (2) the quality of the microeco-
Figure 2 Context for Firm Strategy and Rivalry
Source: Porter, 1990 

 

Output Productivity =  Input 
 

Output encompasses all the products 
produced and services delivered ex-
pressed in real monetary terms over a pe-
riod of time. By considering the total out-
put generated by a country, the focus 
shifts from the structure of ownership, 
whether it is domestic or foreign, towards 
the creation of an economic environment 
that fosters growth of both local and for-
eign operations in service in the country. 

The creation of such an environment for 
doing business helps to increase company 
operations within national boundaries, 

nomic business environment in which 
they operate. 
The sophistication of the company’s op-
erations and strategy shapes the competi-
tive environment at the nation. As com-
panies upgrade operational strategies, 
their foci change from tapping foreign dis-
tribution channels towards the building of 
channels of their own. This results in an 
increasing national value creation, again 
resulting in an increase in the generation 
of wealth on a national level. As this de-
velopment is achieved, companies move 
from competition based on the exploita-
tion of inexpensive input factors towards 
the creation of high-quality, specialized 
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products that offer consumers superior 
added value. 
 
This change in strategies of operation will 
be achieved through an improvement in 
the quality of the microeconomic business 
environment. The creation and the growth 
of such an environment for business is 
based on four interrelated factors (Porter, 
200*). 

 

1. The Quality of Factor or Input condi-
tions. 

2

3

indus-

alyst for productivity growth. 

eve this level of customer sophistica-
lop 

re coverage of basic needs 
d self-
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development of their human resources by 
offering incentives geared towards the 
unleashing of the intellectual capital of 
their employees. Moreover, the building of 
innovative capacities within the firms will 
in turn help grow innovation at the 
try level. Such industry growth will lead 
to the improvement of overall national 
productivity and competitiveness.  

Corporate strategies should encourage 
the presence of local rivalries. This in 
turn will develop a competitive environ-
ment that will foster innovation as the 
main cat
This in turn supports the building of ca-
pacity for industry growth and competi-
tiveness. 

On the demand side, competitive markets 
enjoy a sophisticated customer base able 
demand and afford high-quality products. 
The consumption of highly specialized 
products necessitates customers enjoying 
a superior level of consumable income as 
well as the social and cultural back-
ground to develop demand for them. To 
achi
tion, the society as a whole has to deve
beyond the me
to one where innovation an
Figure 3 Determinants of productivity and 
productivity growth 
Source: World Economic Forum, 2003 
. The Context for firm strategy and ri-
valry 

The Quality of the Dem. and Conditions 

. The Extent and Presence of Related 

ucture allowing for a 

realization are primary factors for growth. 

supportive industries 

he quality of the factor conditions de-
ends on a variety of issues that include 
he availability of qualified human re-
ources, of active financial markets pro-
iding firms with necessary capital re-
ources, of a reliable, modern information 
nfrastructure and of the scientific and 
echnological infrastr
usiness environment that fosters and 
ustains innovation. 

he second factor, the context for firm 
trategy and rivalry, captures to what ex-
ent competition exists and how it is 
anaged. To increase productivity, firm 

trategies should be focused towards the 

Finally, the competitiveness of a nation 
supports the positive development of the 

 

value chain created within national 
boundaries. This requires the establish-
ment of supportive industries on the side 
of suppliers, research centers and other 
innovation-driven institutions. 

This leads to the foundational definition 
of productivity of a nation as its ability to 
provide a positive business environment 
that supports industry and strong growth 
within a country. Furthermore, the man-
agement of productivity and its growth is 
a comprehensive process requiring the 
cooperation of all relevant entities within 
the economy, ranging from governments, 
industries, financial institutions, educa-
tional institution to consumers as well. 
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Competitiveness Defined 

ollowing this description of productivity 

 the macro or country level, 

is the result of pro-

ined 

 

F
and its effects on competitiveness, we can 
now develop a comprehensive definition 
for competitiveness. Its framework is pre-
sented in figure 4. As depicted here, a 
competitive country will host competitive 
industries. Each of these competitive in-
dustries will consist of several competitive 
firms working together towards the ad-
vancement of competitiveness on a na-
tional level. 

Beginning on
competitiveness is defined as the country’s 
ability to provide high quality of life to its 

positive development of the value chain 
based on the country’s ability to support 
innovative industries. 

 Furthermore, the creation of this positive 
business environment 
active cooperation between businesses 
and governments towards the increase of 
the wealth generated in a country and the 
overall growth of national prosperity. 

On the intermediate level or that of the 
industries, competitiveness is determ
by their ability to grow through increasing 
its value added activities in the economy. 
The concept of added value is defined as 
the difference between the value of output 
and the cost of input used to produce this 
output (Kay, 1993). The increase of the 
Figure 4 Competitiveness on the Country Level
Source: Askar, 2004 
f life is measured in 

 
in a competitive economy encourages the 

value added depends on how well the in-

defined as the industry’s ability to organ-

the country’s ability to generate wealth to 
the benefit of its constituents through pro-
viding them with a positive environment 
enables wealth-creation by means of im-
provement of productivity and innovation. 

The positive business environment created

dustry is developed in terms of the avail-
ability and sophistication of suppliers, 
needed intellectual capital to support the 
industry’s capacity for innovation, and 
required supportive activities that to-
gether help the industry grow.  
Competitiveness at the industry level is 

people. The quality o
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ize itself in a way that will positively im-
pact the value added chain created.  A 

d its provi-

organization, there should be a 
demand for its products or ser-
vices. 

ous growth to fulfill the in-

• 

 

Buildin
work fo ng competitiveness can be 
eveloped that is based on customer val-
es, shareholders values, and the ability 

old-

competitive industry is an industry that 
grows through innovation and is developed 
as to that it has access to high-quality 
suppliers providing necessary input factors 
that support industry growth.  

At the micro or enterprise level, competi-
tiveness is in need of a more detailed 
definition as it must account for the ca-
pacities of an organization an
sion of products and services in relation 
to its competitors. Three main assump-
tions build the foundation for this defini-
tion (Feurer, 1994). These assumptions 
are:  

 

• With regard to the existence of any 

• The ultimate goal of an organiza-
tion is to make a profit satisfying 
its shareholders and achieving 
continu
terests of other stakeholders, such 
as employees and the communi-
ties the organization operates in 
and serves. 

Competition arises when several 
organizations strive to make a 
profit by satisfying the same de-
mand. 

g on these assumptions, a frame-
r defini

d
u
of an organization to act and react and 
the sustainability of the competitive ad-
vantage. The conceptual framework is 
presented in figure 5 (Feurer, 1994). 

The framework suggests that there is a 
constant feedback between customers, 
the organization under consideration and 
its competitors, as well as the shareh
ers. This creates a dynamic environment 
that is constantly changing due to 
changes in customer and shareholder 
values, and the capacities of the competi-

tors. This change is primarily driven by 
innovation as it directly affects the attrib-
utes of the products and services offered 
to customers, as well as the provision of 
value added to shareholders in the form 
of growth opportunities and the improve-

-
 

Figure 5 Conceptual Framework for De
fining Competitiveness at the Company
Level 
Source Feurer,1996 
s. 
 on this analogy, we can now define 

e enterprise level as 
 relative concept rather than absolute. It 

depends on the customer values, share-
holder values financial strength of the 
company which determines the com-
pany’s ability to act and react with the 
changing competitive environment that is 
affected by the potential of people and 
technology in the implementation of the 
necessary strategic changes. Competi-
tiveness can be sustained if only an ap-
propriate balance is maintained between 
these conflicting factors.  
 

 

ment of their return on investment
Based
competitiveness at th
a
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Tools for Improving Competitiveness 

 

The process of improving and enhancing 
competitiveness requires the support and 
cooperation of all parties in the economy. 
This includes governments, who set poli-

pacities that will be the main catalyst for 
growth through proper investment sup-
port laws and policies. 

On the industry level, the formation of 
industry clusters is a key tool to enhance 
competitiveness. Clusters as presented in 
figure 6 below are formed at the industry 
level by industry producers, and their 
supporters including suppliers, custom-
ers, financial and educational institu-
tions, regulating bodies and human re-
sources. The formation of industry clus-
ters has three main advantages: 

 

1. Clusters increase the productivity 
of participating enterprises by 
providing them with access to spe-
cialized suppliers, employees, 
sources for information and train-
ing in a more effective ways. 

2. Clusters increase the capacity for 
innovation and growth by provid-
ing opportunities for innovation. 

3. Clusters stimulate and enable new 
business formation supporting 
and expanding them. 

 

Measuring Competitiveness  
 

Figure 6 An industry cluster
Source: Askar, 2004 

cies, financial institutions, schools, re-
search and development institutions and 
other supportive agencies. 

At the government level, governments 
need to take on the new role of directing 
public investments towards the goal of 
upgrading national structural and infor-
mation technology infrastructure. Gov-
ernment policies need to support market 
growth in the form of supporting competi-
tion and creating a business environment 
that aids the work of domestic and foreign 
companies operating in the country. Fur-
thermore, consumer protection laws 
should be developed to provide consum-
ers with high-quality products, as well as 
to open local markets for competition so 
consumers can be provided with adequate 
opportunities of choice. Lastly, govern-
ments need to help companies and indus-
tries with investments in innovative ca-

 As competitiveness becomes an important 
catalyst for survival in the global econ-
omy, countries and organizations alike 
are concerned about how they can meas-
ure their competitiveness. Based on the 
definitions achieved in the previous sec-
tions, various means need to be developed 
in order to properly measure competitive-
ness at each level. 

At the macro level, competitiveness is de-
fined in terms of a country’s ability to 
generate wealth and offer its citizen a 
high standard of living and support busi-
ness growth. When considering national 
wealth, the gross domestic product (GDP) 
offers a good means of measurement. 
However, it fails to determine how this 
wealth was generated by the society and 
how well it has been distributed. Fur-
thermore, GDP does not provide insight 
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on quality of life and how business growth 
is facilitated. 

Several indices have been established to 
measure competitiveness in a country 
and how growth is sustained to enhance 
it. Of these indices, the Growth Competi-
tiveness Index (GCI), the Business Growth 
Index (BGI), and the Network Readiness 
Index (NRI) are the most relevant. 

 

Growth Competitiveness Index, GCI 

 

The GCI has been developed by Jeffery 
Sachs and John McArthur and is pre-
sented as part of the World Economic Fo-
rum Global Competitiveness Report. The 
GCI is built on three main pillars: 

 

• Macroeconomic Environment 

• Quality of Public Institutions 

• Technology 

 

The first pillar deals with the macroeco-
nomic stability of the economy. The mac-
roeconomic index provides insights on 

how growth can be achieved by providing 
a stable macroeconomic environment that 
supports business development. The 
macroeconomic measures include the 
government deficits, public spending, 
taxation, soundness of the banking sys-
tem, and the government ability to meet 
its financial obligations in forms of pay-
ments on public loans. 

The second pillar deals with the quality of 
public institutions in the country. Such 
institutions include the protection of the 
judicial system, the enforcement of gov-
ernment regulations and provision of ser-
vices, and the protection of contracts. 

The third pillar deals with technology, as 
it plays an ever increasing role in stimu-
lating economic growth. The extent of 
technology diffusion determines the de-
gree at which the economy can grow 
through innovation. 

 

Business Competitiveness Index, BCI 

The Business Competitiveness Index (BCI) 
has been developed by Michael Porter of 
Harvard University. Similar to the GCI, 
the Business Competitiveness Index is 
calculated on the basis of the Executive 
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Source: Kirkman, 2003 



 

Opinion Survey, administered by the 
World Economic Forum. Since 2000, the 
results of the BCI have been continuously 
presented in The Global Competitiveness 
Report. 

The Business Competitive Index is built 
on the examination of two interrelated 
fields: (1) the sophistication domestic 
companies and foreign subsidiaries em-
ploy while operating in a country, and (2) 
the quality of the national microeconomic 
business environment. 

 

Networked Readiness Index, NRI 

The Network Readiness Index (NRI) is de-
fined as a country’s degree of prepared-
ness to participate in and benefit from 
developments in the information and 
communication technology (ICT) field. The 
NRI is produced cooperatively by INSEAD, 
the World Bank (infodev) and the World 
Economic Forum.  

The NRI relies on three main component 
indices: Environment, Readiness, and 
Usage (figure 7). 

The environment component index meas-
ures the degree of conduciveness of the 
environment a country provides for the 
development and use of ICT. The envi-
ronment component index is based on 
three sub-indices, market sub-index, po-
litical/regulatory sub-index and infra-
structure sub-index. 

The readiness component index measures 
the capability of the prinipal agents of an 
economy to leverage the potential of ICT. 
The readiness component index is based 
on three sub-indices, each one assessing 
the readiness of the nation to utilize and 
leverage ICT. These sub-indices are 
Individual Readiness, Business 
Readiness, and Government Readiness. 

The third component index measures the 
extent of ICT-usage by the principal 
stakeholders of the NRI framework: indi-
viduals, businesses and governments. 
The usage component index is built on 
three sub indexes, Individual Usage, 
Business Usage, and Government Usage. 
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Chapter 2 
 

The State of 
Competitiveness of 
The Egyptian  
Economy 
 
 
This chapter is divided into three sec-
tions. Section one illustrates the stages of 
competitive development, as theoretically 
defined.  Section Two discusses the com-
petitiveness of the Egyptian economy at 
the country level.  It provides an overview 
of the economy with particular emphasis 
on performance indicators in five aspects. 
The section concludes that Egypt’s eco-
nomic performance has been weakening 
over the past few years, risking compro-
mising competitiveness. These findings 
are reinforced by the results of Section 
Three. In Section 3, the performance of 
the economy is quantified by introducing 
eleven measures of competitiveness iden-
tified by the World Economic Forum. 
Egypt’s ranking relative to other countries 
with respect to these factors is analyzed.  
The chapter moves on to provide an as-
sessment of current competitiveness 
rankings on three indices, namely the 
Growth Index, the Business and Competi-
tiveness Index and the Networked Com-
petitiveness Index.  An analysis of Egypt’s 
slipping rankings and mixed performance 
on scores assigned to factors on the indi-
ces indicates that competitiveness has 
been declining relative to other countries.  
Section Three ends with a discussion of 
prospects for improving Egypt’s competi-
tiveness and some concluding remarks. 

 

Objectives of the Report 

 

In chapter 1 we introduced three levels of 
competitiveness: the macro or country 
level, the sectoral or industry level, and 
the micro or firm level.  The results of the 

Executive Opinion Survey implemented 
by the World Economic Forum indicate 
that the most problematic factors for do-
ing business in Egypt—that negatively 
affected competitiveness—were related to 
the country level environment. (See An-
nex, Table B.1.) Hence this first report is 
devoted to a discussion about competi-
tiveness by focusing on the macro- level of 
the economy.  

A second reason that the current report is 
concerned with the country or macro-level 
of the economy is that this is the frame-
work or institutional setting within which 
the micro-levels operate.  The institu-
tional setting could be conducive to firm 
productivity, which then feeds into na-
tional productivity, national competitive-
ness and long run growth, or could have 
the opposite effect. 

Competitiveness at the country level is 
thus relevant for two key players in the 
Egyptian economy: policy makers and the 
business community.  Competitiveness is 
particularly significant at the macro-level 
within the context of a dynamic external 
and knowledge-based environment that is 
increasingly determined by rapid deepen-
ing of globalization and swift moving 
technological advancements.   

The objectives of this report are (i) to 
monitor Egypt’s competitiveness status 
via detailed benchmarking analysis with a 
peer group of developing countries within 
and outside the Middle East and North 
Africa region; (ii) to assess ongoing pro-
gress in areas directly affecting the de-
terminants of competitiveness at the 
macro level; (iii) to establish a working 
partnership that furthers the dialogue 
between the business community and the 
government on how to increase competi-
tiveness at the country level, through de-
veloping a joint strategy aimed at ena-
bling the business sector to take full ad-
vantage of the rapidly changing interna-
tional parameters of competitiveness; (iv) 
the report is the first of a series of reports 
that will be of interest to research focus-
ing on analyzing the factors that deter-
mine Egypt’s competitiveness at the 
macro, sectoral and firm levels. 
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The Stages of Competitive  
Development 

 

There are three distinctive stages that 
shape the competitive development of a 
national economy: (i) factor-driven econ-
omy; (ii) investment-driven economy, and 
(iii) innovation-driven economy. 

As national competitiveness progresses, 
the mode through which competitiveness 
is formed changes. During the first stage 
basic factors conditions, such as labor 
cost and unprocessed natural resources, 
represent the dominant sources of com-
petitive advantage. 

As the country develops, the economy 
moves from being factor-driven towards 
being investment-driven. At the invest-
ment stage, efficiency in production of 
standard goods and services becomes the 
dominant source of competitive advan-
tage. At this stage, investments in infra-
structure, the creation of a friendly busi-
ness environment, the provision of attrac-
tive investment incentives and better ac-
cess to capital allow major improvements 
in productivity and enhancement of com-
petitiveness. 

Further progress moves the economy to-
wards becoming innovation driven, where 
the ability to produce and deliver innova-
tive products and services, using the most 
advanced and efficient production meth-
ods, becomes the dominant source of 
competitive advantage. At this level, the 
national business environment is charac-
terized by the overall strengths of all sig-
nificant sectors, together with the pres-
ence of well-organized and highly devel-
oped clusters. 

 

When comparing the current state of the 
Egyptian economy with the stages of 
competitive development, Egypt is in the 
process of progressing from a factor-
driven economy towards an investment-
driven economy. The following section 
discusses why Egypt has not successfully 
implemented this transition. 

   

Overview of the Egyptian Economy 

 

A low-middle-income country, Egypt has 
the essential foundations for a robust 
economy.  Between 1997 and 2003 the 
economy unwaveringly showed economic 
resilience in the face of a number of ex-
ogenous factors: (i) the South East Asian 
crisis of 1997 and the slow recovery of the 
world economy; (ii) the temporary decline 
of tourism during 1997/98 following the 
Luxor incident; (iii) the drop in interna-
tional oil prices facing Egypt’s oil exports 
in 1998; (iv) global slowdown followed by 
the September 11, 2001 events; and (v) 
the Afghanistan war as well as the recent 
and continuing turmoil in Iraq. 

Egypt has delivered on many fronts but 
faces many challenges going forward. 
Stable international reserves, growing ex-
ports, current account and balance of 
payments surpluses, and a manageable 
external debt position are all positive 
steps achieved successfully. The chal-
lenges ahead include: a mounting domes-
tic debt, accelerating inflation, high un-
employment, a rising budget deficit, de-
clining GDP per capita, a discouraging 
incentive environment for exports, declin-
ing private sector participation, a fragile 
banking sector, negligible foreign direct 
investment, slow privatization, a business 
environment that could be more condu-
cive to investment, and an education sys-
tem that does not cater to the needs of 
the business sector. 

To assess the competitiveness of the E-
gyptian economy, we will only focus on 
five aspects that relate to international 
competitiveness: 

 

I. Macroeconomic Growth and Sta-
bility 

II. Exports 

III. Foreign Direct Investment, Tech-
nology Transfer and Private Sector 
Development  

IV. Infrastructure and Education 
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V. Regulatory and Business Envi-
ronment 

 

Macroeconomic Growth and Stability 

 

Macroeconomic stability has until re-
cently been the strongest pillar of the 
Egyptian economy; the pursuit of overall 
sound macroeconomic policies has helped 
contain the impact of unfavourable exter-
nal circumstances to a great extent.  In-
ternational reserves cover more than 12 
months of imports and 8 times the stock 
of short-term debt in June 2003.  The 
current account continues to witness, for 
the second year in a row, a surplus that 
reached almost US$2 billion.  The overall 
balance saw a turnaround to a surplus of 
US$546 million in June 2003 compared 
to a deficit of US$456.4 million a year 
earlier.  

On a more specific note, Egypt’s oil bal-
ance shifted back into the black with net 
proceeds of US$ 880 million for the fiscal 
year ending June 2003. This was due to 
increased government efforts to substitute 
oil for gas as well as high international oil 
prices. During that year, Egypt produced 
an average of about 620,000 bbl/d of 
crude oil, down sharply from its peak of 
922,000 bbl/d in 1996. Declining produc-
tion levels and low oil prices at the end of 
the 1990s pressured Egypt’s oil balance 
into the red, as it became a net importer 
of oil. However, due to major recent dis-
coveries, natural gas is likely to be the 
primary growth engine of Egypt’s energy 

sector in the foreseeable future and the 
government is encouraging the use of 
natural gas as a substitute for oil. With 
proven gas reserves of 62 trillion cubic 
feet (TCF) (1.1 percent of world total) and 
probable reserves at around 120 TCF, 
Egypt is expected to take a leading posi-
tion on the world production scene. Be-
tween 1999 and 2003, production of 
natural gas more than doubled to 3.3 bil-
lion cubic feet per day (bcf/d) and is ex-
pected to rise to around 5 bcf/d by 2007.  
Natural gas exports to Jordan have al-
ready commenced, with the probable fu-
ture extension of the pipeline to Syria, 
Turkey, Lebanon and possibly Cyprus. 
Two other export projects are expected to 
kick off by the end of 2004 and Septem-
ber 2005 respectively, while other Majors 
have expressed interest in Egypt’s Lique-
fied Natural Gas (LNG). Gas exports are 
expected to fetch around US$ 4 billion by 
the end of 2006, substantially increasing 
the country’s foreign currency receipts 
and offering the government a new source 
of finance (Egypt Brief Country Analysis, 
February 2004). 

Furthermore, Egypt's external debt posi-
tion is sustainable.  Although both, for-
eign debt service as a percent of current 
account receipts and total external debt 
relative to GDP increased to 9.8 percent 
and 35.6 percent respectively, the exter-
nal debt and debt service positions are 
still considered comfortable by interna-
tional standards (Moody's, 2003). Gov-
ernment debt is 58.2 percent of GDP.  

Many challenges remain, however.  Infla-
tion has become a growing concern fol-

Factor-Driven
Economy

Investment-Driven
Economy Economy 

Input Cost Efficiency Unique Value 

Innovation-Driven 

Source GCR, 2003 
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lowing the announcement of the full do-
mestic convertibility of the Egyptian 
pound in January 2003.  As measured by 
the consumer price index (CPI), the infla-
tion rate almost doubled from 2.9 percent 
to 5.5 percent by December 2003.  The 
CPI basket contains many subsidized 
commodities and an alternative measure 
of inflation—the wholesale price index 
(WPI)—was more than 20 percent in 
January 2004 (Monthly Economic Digest, 
p. 30). In confronting this challenge, the 
Government continued to have substan-
tial control over the exchange market, 
and a dual market now persists.  Addi-
tionally, an increasing subsidies burden 
is worsening an already tightly stretched 
budget. The rigidity of foreign exchange 
management has necessitated high local 
currency interest rates.  This has deterred 
local investment and proved costly to the 
budget and to highly leveraged Egyptian 
companies. 

Economic growth remains the biggest 
concern. GDP growth rates, sluggish at 
some 3.2 percent between 2001 and 
2003, are projected by the IMF to increase 
to about 3.7 percent for the year ending 
June 2004 (likely to be fuelled by gov-
ernment consumption in the form of 

wages, subsidies and infrastructure de-
velopment). The prospects for GDP per 
capita growth rates are daunting, how-
ever.  Current GDP growth rates cannot 
keep pace with the growing population, 
making it difficult to generate sufficient 
income employment for the expanding 
labour force.  GDP per capita has declined 
from US$ 1,550 in 2000 to US$1,036 in 
2003 (IFS, 2004).  Official rates of unem-
ployment have increased to 9.9 percent, 
while unofficial estimates quote double-
digit rates.   

Egypt continues to confront low levels of 
gross domestic and national savings 
(GDS, GNS), and hence low investment 
rates. Domestic and national savings as a 
percentage of GDP were 14.5 percent and 
17.8 percent respectively in June 2003.  
Egypt compares rather poorly with other 
developing countries as indicated in Ta-
bles B.2 and B.3.  (See Annex.)  Data 
available for 2000 and 2001 show that, 
with the exception of Jordan, Egypt's GDS 
as a percent of GDP was 13.4 percent 
compared to Mexico's low rate of 18.4 
percent and China's high rate of 40 per-
cent.  GNS rates fare no better; Egypt is 
outperformed by all countries in the sam-
ple group. 
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Source: Ministry of Foreign Trade, 2004 

Figure 1: Savings and Investment as Percent of GDP 
(1996-2003)
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On a slightly more positive note, Egypt 
managed in recent years to narrow down 
the savings-investment gap (Figure 1).  
However, this was achieved by bringing 
down investment, not by raising savings.  
In order to accelerate GDP growth and 
create sufficient employment opportuni-
ties, the level of productive investment 
must be increased.  Factors restraining 
the rapid increase of private sector in-
vestment must also be addressed. On a 
parallel front, Egypt must improve the 
level of domestic savings and increase the 
competitiveness of its production (World 
Bank, 1999). Higher levels domestic sav-
ings would serve to reduce reliance on 
foreign savings.  

In 2003, three sovereign rating agencies, 
Standard and Poor's, Moody's and Fitch 
added to the alarm bells a high budget 
deficit, a rising public debt burden, ex-
change rate inflexibility, and a slow pace 
of economic reforms.  

The budget deficit continued its upward 
trend, to reach 6.1 percent during 
2002/2003, and is projected to rise to 6.9 
percent by June 2004.  Looking at the 
revenue side of the budget’s equation, the 
government extended the sales tax to 
what is essentially a full Value Added Tax. 
However many plans to overhaul the 
taxation system are still in the pipeline. 
Among these is the urgent need to shift 
from the imposition of retroactive and ar-

bitrary taxes to a documented, well un-
derstood and clear taxation system. It is 
imperative to put in place a proficient tax 
administration and collection system to 
make up for anticipated falling customs 
duties and tariffs following full integration 
into several international trade agree-
ments. A reduction of both the personal 
and corporate tax rate to 30 percent form 
40 percent is on its way and should help 
prevent tax evasion. 

Although Government Debt is 58 percent 
of GDP, Domestic Public Debt (Govern-
ment, NIB and economic authorities' 
debts inclusive) remains problematic at 
84.7 percent of GDP (Quarterly Economic 
Digest).  The exchange rate system is in 
need of improvement. A series of devalua-
tions since 2000 were not sufficient to 
fully restore confidence in the Egyptian 
pound. The emergence of a dual exchange 
rate since the late nineties reflects a 
number of capital control measures im-
posed by the government to mitigate the 
vulnerability of the exchange rate to the 
external environment. It also signifies the 
difficulties faced by the government in 
implementing market-oriented exchange 
rate policies.   The new exchange rate sys-
tem that was announced in January 2003 
served to enhance exports and improve 
the economy’s ability to adjust to external 
shocks.  However, the new system has 
fallen short of expectations and the bene-
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fits of a free float have not been fully real-
ized. Many structural rigidities persist in 
the exchange market.  On a positive note 
some highly skilled candidates have re-
cently been appointed to form a currency 
team (of researchers, econometricians 
and traders) at the Central Bank of Egypt 
to manage the currency.  In addition, a 
self-regulatory inter-bank market for for-
eign exchange is in the process of being 
established. It will provide improved mar-
ket rules and structures, thus giving rise 
to an exchange rate that is market deter-
mined.  

Important structural reforms have also 
been delayed. A few examples include the 
privatization initiative that needs to gain 
momentum, and the issuance of a decree 
to establish a primary dealer system that 
was never implemented.  Despite the pas-
sage of the mortgage law and its executive 
regulations in 2001, the market has not 
witnessed any mortgage products yet. 

Other long awaited laws have not been 
enacted, and the executive regulations of 
a number of laws, issued back in 2002, 
have not been passed.  These issues will 
be discussed in greater detail in the fol-
lowing pages. 

 

II. Exports 

 

Higher and sustainable growth rates are 
imperative in order to reduce poverty and 
generate job opportunities for the young 
and growing labour force.  Greater open-
ness to trade and a friendlier investment 
and business environment led by exports 
and the private sector are critical to 
achieve the required rates of growth.  On 
the trade front, exports of goods and ser-
vices as a percent of GDP have increased 
by 11 percentage points between 1998 
and 2003, from 16.2 percent to 27 per-
cent, following significant exchange rate 
depreciation. (Calculated from MOFT’s 
Quarterly Digest, 2004).  Nevertheless 
these levels are meagre compared to peer 
countries. In 2002, exports of goods and 
services of Chile, China, Indonesia, Jor-
dan, Malaysia, Mexico, Tunisia and Tur-

key ranged from a low of 28.6 percent to 
as high as 114 percent of GDP. (See An-
nex, Table B.4.) 

The performance of Egypt’s merchandize 
exports compares even more poorly.  
Egypt’s merchandize exports have in-
creased from 6.1 percent of GDP in 1998 
to 11.9 percent in 2003.  In 2002, exports 
of goods were 8.7 percent of GDP com-
pared to China’s low performance at 26.3 
percent and Malaysia’s high of 98.4 per-
cent. (Annex, Table B.5.) 

Although non-oil merchandise exports 
have gone up from 4 percent of GDP in 
1998 to 7.3 percent in 2003 (calculated 
from MOFT’s Quarterly Digest), available 
comparative data again show Egypt at a 
disadvantage relative to other peer devel-
oping countries. (Annex, Table B.6.)  

A further breakdown of the data does not 
work in Egypt’s favour either.  The share 
of non-oil exports in total merchandise 
exports has dropped from 66 percent in 
1998 to 61.5 percent in 2003 (calculated 
from MOFT’s Quarterly Digest, 2004).  
Although Egypt's exports are not domi-
nated by oil, the rising share of oil in total 
exports does not bode well for economic 
growth.  Oil exporting countries charac-
terized by a dominant share of oil in their 
exports tend to realize weaker growth 
rates than other non-oil exporting devel-
oping countries (World Economic Out-
look, 2003).  Sustained diversification of 
the narrow and volatile export base would 
be crucial to reduce the vulnerability of 
the economy to balance of payments 
pressure (Moody's, 2003).   

 

III. Foreign Direct Investment, Tech-
nology Transfer and Private Sector De-
velopment 

 

Foreign Direct Investment has also been 
weak compared to other developing 
economies.  FDI has progressively de-
clined from US$1,104 millions in 1998 to 
a mere US$700.6 million in 2003, or 1.02 
percent of GDP.  Peer countries record 
much higher levels. In 2002, Egypt re-
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corded 0.5 percent of GDP compared to 
0.6 percent for Turkey (the lowest in the 
sample) and China’s high of 4 percent 
(Annex, Table B.7.) Attracting sufficient 
foreign direct investment to stimulate 
growth is proving challenging given the 
deterioration of the regional political envi-
ronment. 

Moreover most of the miniscule FDI in-
flows are directed at the capital intensive 
oil and gas sector. Depressed FDI is in 
part due to concerns about exchange rate 
policy and public finances (Moody's, 
2003), but is in large part also due to the 
business environment.  Greater openness 
to foreign direct investment is crucial in 
order to serve as a channel to facilitate 
technology diffusion and positive technol-
ogy spillovers, contributing to sustainable 
economic growth and competitiveness 
(World Bank, 2004).   

The participation of the private sector in 
economic activity is in no better shape.  
At present, the share of the private sector 
in GDP has declined from 76 percent in 
June 2000 to 73 percent in June 2003, 
while public sector consumption has in-
creased from 11.3 percent of GDP to 12.5 
percent (Quarterly Digest, 2004).  The role 
of the state in the economy needs to be 
narrowed through expediting privatiza-
tion, streamlining of processes, removal of 
red tape and implementing tax and tariff 
reforms.  

Following the incorporation of the Egyp-
tian Electricity Holding Company, (EEHC) 
in July 2000, plans were considered to 
split the company’s generation, transmis-
sion and distribution assets. Those assets 
would then have been sold to private in-
vestors, however, those plans never mate-
rialized. Needless to say that the burial of 
these plans had their negative effect on 
Egypt’s stock market, which witnessed 
the last true Initial Public Offering of Vo-
dafone in December 2003 following Oras-
com Telecommunications Company in 
July 2000. (Later participation of private 
investors in the sale of listed companies 
was in the form of partial and/or full 
buyouts either by a quasi-government 
entity or a foreign player).  The sale of a 
substantial stake of a major public utility 

company or of one of the four state owned 
commercial banks would help restore in-
vestors’ confidence of the government’s 
serious commitment to further liberaliza-
tion and its subsequent interest in at-
tracting foreign funds and know-how.  
Privatization plans are currently believed 
to be on hold given the state companies’ 
high debt burden to commercial banks in 
addition to the social cost of layoffs, given 
already high unemployment rates.    

IV. Infrastructure and Education  

 

Egypt achieved some milestone steps with 
regards to infrastructure development. 
Examples are improvements in the reli-
ability of power generation, in telecom-
munications and in the roads connecting 
the country, although more could be 
done.  

Infrastructure is no longer only defined in 
terms of roads, bridges, water, sewage 
networks or communication system. Cur-
rent definitions of infrastructure extend to 
include human infrastructure as well as 
financial aspects of the banking system, 
the stock market and information net-
works (Ministry of Economy 1998). This 
section will deal with the human infra-
structure and the banking system. 

Egypt has one of the highest schools en-
rolment ratios and has moderate to high 
expenditure on education (Human Devel-
opment Report 2003). Yet the Egyptian 
education system needs major overhaul 
in order to be able to provide the skills 
required by entrepreneurs.  Current edu-
cation curricula are not fostering the 
types of skills that are in greatest demand 
by the market.  The current situation im-
plies the existence of potential virtuous 
growth cycles and suggests that educa-
tion reform, coupled with trade reform, 
will translate into increased productivity 
levels.   

The banking sector is still suffering the 
consequences of rapid and miscalculated 
credit expansion to private individuals in 
the second half of the 1990s. Without ei-
ther properly assessing the borrowers’ 
inadequate expertise in the field for which 

31



 

the funds are borrowed (as with the real 
estate boom) or their repayment pros-
pects, commercial banks’ recorded an of-
ficially estimated 22 percent of non per-
forming loans (MOFT's Quarterly Digest). 
The present high interest rate environ-
ment is only worsening the problem re-
sulting in some businessmen fleeing the 
country, while others are in jail.  On a 
positive note, heads of public sectors 
banks and boards have been replaced by 
younger professionals of international ex-
perience who resorted to opening negotia-
tions for loans settlement that are taking 
place to the present date. 

As for the stock market, it has undergone 
a series of regulatory developments with a 
view to increasing its efficacy and has to a 
great extent won investors' confidence. 
Enhancing corporate governance prac-
tices and introducing Ethical Professional 
Standards were among the most impor-
tant regulatory evolutions in 2003 and 
2004. Additionally, the Egyptian Stock 
Market intends to establish a "Compensa-
tion Fund" that covers potential settle-
ment losses arising from default by capi-
tal market participants (Quarterly Digest, 
2004). 

The market revived in 2003 and in early 
2004 after experiencing a continuous de-
cline since 2000. In US$ terms, the MSCI 
Egypt Index in 2003 was the seventh best 
performer among emerging markets, ris-
ing 81 percent and significantly outper-
forming the MSCI EMF Index which had 
recorded a 52 percent performance.(In 
US$ terms the HFI gained 63 percent). In 
local terms, the market performed even 
better after the 33 percent devaluation 
against the US$, whereas most emerging 
market currencies appreciated vis-à-vis 
the US$.  

The rally in 2003 was driven by many fac-
tors namely: (i) devaluation; (ii) a per-
ceived bottoming of the economic reces-
sion which began in 1999; (iii) loosening 
up of monetary policy; (iv) positive corpo-
rate earnings results; (v) global and 
emerging markets rebounding perform-
ance; (vi), and (vii) inflows of funds from 
both institutional foreign and Gulf-based 
investors. Large cap-stocks dominated the 

rally and gains were concentrated in a 
small number of large capitalization 
stocks, especially Orascom Telecom and 
Orascom Construction Industries. Addi-
tionally, the average traded daily volume 
and traded EGP value for the HFI con-
stituents rose by 114 percent and 135 
percent y-o-y respectively. 

Between January and May 2004 the 
MSCI Egypt Index recorded a 19 percent 
increase compared to 2.6 percent for the 
MSCI EMF Index. This positive perform-
ance was due to the same 2003 drivers. 
The out- performance of the small caps is 
quite marked, marking a significant re-
versal from the pattern seen in 2003. Re-
cord-low short–term interest rates stimu-
lated global liquidity and led to both a 
global and emerging markets' increased 
liquidity, part of which flew to Egypt's 
market. Additionally, the market's posi-
tive performance has been largely driven 
by retail buying interest relative to both 
local and foreign institutional investors. 
Most of the best performing stocks were 
cyclical, mostly dominated by cement, as 
cement stocks were either in an earnings 
recovery phase or because of acquisition 
rumors; followed by Madinet Nasr for 
Housing and Development, after a sharp 
fall in absolute price; and banks, namely 
Misr International Bank and Egyptian 
American Bank, which have emanated 
from very low valuations and currently 
perceived as recovery stories. Positive 
news of increasing tourism arrivals was 
the main driver to Orascom Hotel Hold-
ings' best performance between January 
and May 2004. Media stock's positive per-
formance is to a large extent driven by 
news, rumors and Dubai market ap-
proaching listing. Furthermore, telecom 
stocks were great beneficiaries during the 
first 5 months of 2004 due to the out-
performance of global and emerging mar-
kets' telecom stocks. Year-on-year com-
parison, on a year to date basis ending 
May 2004, the average traded daily vol-
ume and traded EGP value for the HFI 
constituents rose by 71 percent and 102 
percent respectively. 

Will the Egyptian market's positive per-
formance continue for the rest of the year 
and further in to the future? This remains 
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a function of global and emerging mar-
kets' equity performance, global liquidity 
as well as the pace of economic and 
structural reforms. 

 

V. Regulatory and Business  
Environment 

 

The regulatory environment is character-
ized by slow dispute settlement, and 
many delays in passing either laws or 
their executive regulations.  

Regarding dispute settlement, court cases 
can take up to 10 years and, when set-
tled, enforcement is not guaranteed.  

The delay in passing the executive regula-
tions of several laws is a serious issue.  
Three examples are the Export Promotion 
Law No. 155/2002; the Copyright, Pat-
ents, Trademarks and Botanical sections 
of the IPR Law No. 82/2002; and the Cen-
tral Bank, the Banking System and Mone-
tary Policy Law No. 88/2003. The Bank-
ing Law is expected to lead to adequately 
capitalized banks, staffed with highly effi-
cient and trained personnel, offering an 
array of sophisticated banking products.  

Similarly, the passage of new tax, cus-
toms and anti-trust laws are still awaited.  
Furthermore, although the Mortgage Law 
and its executive regulations have been 
passed in 2001, the market has not wit-
nessed a single mortgage product. This is 
due to the complicated registration proce-
dures (of underlying collateral), as well as 
a slow judicial system (in case of foreclo-
sures), hindering financial institutions 
from actually implementing the law and 
depriving the capital markets from the 
creation of a secondary market for the 
mobilization of effectively illiquid assets. 

With respect to the business environ-
ment, tariff rates are at 27 percent on av-
erage, customs are arbitrary and repre-
sent the biggest obstacle to imports and 
many cost distortions occur. A study by 
ECES (2001) concluded that high levels of 
protection, transaction costs in dealing 
with customs and tax administration were 
among the variables that impaired Egypt’s 

competitiveness and created an anti-
export bias.  The study compared the 
rates of return on equity and assets for 
two identical producers except that one is 
an exporter and the other produces for 
the domestic market.  The domestic pro-
ducer realized higher rates of return be-
cause there was a bias in the incentive 
system that favoured production for the 
domestic market over exports. 

The study then proceeded to compare tar-
iffs and sales tax imposed on intermediate 
imports and capital goods in Egypt and in 
other developing countries. Egypt’s statis-
tics were consistently higher than those of 
competitors.  Interest rates and corporate 
profit taxes were also higher.  This is not 
withstanding other costs that were not 
addressed in the study such as customs, 
tax administration and the cost of port 
services, warehouses and local means of 
transport. The paper concluded that the 
incentive structure does not support 
Egyptian exporters compared to their 
competitors in other developing countries, 
and creates an anti-export bias.   

In addition to the desired tariff and tax 
reforms, "behind the border trade re-
forms" are direly needed.  “Behind the 
border trade reforms" are defined as re-
forms to facilitate trade; to reduce trade 
transaction costs, simplify inspection and 
testing procedures, streamline the regula-
tory policies that impede competition, re-
strict trade and investment, and create 
not only significant barriers to entry but 
also high costs of business support ser-
vices.  These reforms matter for the ability 
of firms to benefit from trade liberalization 
and increase their competitiveness. Trade 
facilitation also reduces the potential for 
corruption (Essawy & Ghoneim, 2004). 
Current "behind the border trade barri-
ers" are creating an anti-trade and in-
vestment bias, even though traditional 
trade liberalization is being pursued.  Re-
duction in trade costs can sometimes be 
as important as reducing either tariffs or 
taxes and market access abroad may be 
more critical to maximizing the positive 
impact on poverty reduction. "Behind the 
border reform issues" must be addressed 
in parallel to traditional trade reforms 
(World Bank, 2004). 
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Other cost distortions include the re-
quirement to convert 75 percent of export 
earnings to Egyptian pounds at the offi-
cial exchange rate—a restriction not con-
ducive to export growth. Foreign currency 
shortages deprive firms from imported 
inputs including capital goods. High in-
terest rates and the budget deficit con-
tinue to crowd out the private sector. 

The inability to access low cost finance 
can greatly deter investment. There were 
high hopes that after the successful inau-
guration of Egypt’s first sovereign bond 
and the benchmark it would set, commer-
cial banks as well as corporations would 
be able to pave their way to the interna-
tional capital markets for their financing 
needs. However, after Egypt’s downgrade 
to below investment grade, such chances 
vanished. Corporate finance needs are 
only met by Egyptian banks offering very 
limited medium and long term financing 
at the ongoing high interest rates. 

Finally, lengthy investment procedures 
and the absence of an effective one-stop 
shop for foreign investment registration 
have redirected FDI flows to other friend-
lier countries. 

 

C.  An Assessment of Egypt's  
Current Competitiveness Ranking 
Executive Opinion Survey 

 

The Executive Opinion Survey is adminis-
tered annually by the World Economic 
Forum and its worldwide partner institu-
tions to asses the state of global competi-
tiveness. The survey measures global 
competitiveness in terms of eleven factors. 
These factors are 

 

1. Aggregate Country Performance 
Indicators. 

2. Macroeconomic Environment 

3. Technology Innovation and Diffu-
sion. 

4. Human Resources; Education, 
Health and Labour. 

5. General Infrastructure. 

6. Public Institutions: Contracts and 
Laws. 

7. Public Institutions: Corruption. 

8. Domestic Competition. 

9. Cluster Development. 

10. Company Operations and Strat-
egy. 

11. Environment. 

 
The results of the 2001 and 2003 execu-
tive opinion survey for Egypt for aggregate 
country performance indicators are pre-
sented in the following 11 tables. Data for 
previous years are not available for this 
report. Please note that for all 11 tables, 
variables are numbered only when avail-
able for the year. 

 

Aggregate Country  
Performance Indicators 

 

From Table C.1 we notice deterioration in 
total GDP in dollar terms between 2001 
and 2003, likely due to the impact of ex-
change rate depreciation. There is an ac-
companying deterioration in rank, from 
36th to 39th over the two periods of com-
parison.  GDP per capita (PPP), however, 
slightly improved by less than 3 per cent. 
It remains to be seen how accelerating 
inflation rates of 20 per cent (as meas-
ured by the WPI, see Section B above) in 
2003/2004, will adversely affect this indi-
cator next year. In addition, the economy 
will need to grow at faster rates to absorb 
rising unemployment and the growing 
labour force.  

 
Macroeconomic Environment 

 

We note from Table C.2 that where com-
parative data are available, only three in-
dicators improved in terms of rank and 
value of score assigned, namely: recession 
expectations, extent of distortive govern-
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ment subsidies, and the real exchange 
rate.   The improvement of recession indi-
cators shows that the Egyptian economy 
is in the process of recovery, as discussed 
in Section B (Overview of the Macro-
economic Environment). The improve-
ment in the subsidies indicator indicates 
that the government has not increased 
the number of goods subject to price con-
trols. (It remains to be seen whether this 
indicator will worsen next year as the 
government might try to mitigate infla-
tionary pressures due to exchange rate 
depreciation with price controls.) The im-
provement in the real exchange rate re-
flects the substantial depreciation of the 
pound over the past two years.  

For the majority of the indicators in the 
table, Egypt's rankings and scores as-
signed to the various indicators are con-
sistently worse.  The largest changes are 
experienced in the financial sector and 
national savings. The ranking of the 
soundness of Egyptian banks has de-
clined from 45 in 2001 to 88 in 2003. We 
see a similarly sharp decline for the na-
tional saving rate. Other big ranking 
losses were experienced in access to 
funds, be they loans or local access to 
equity markets.  When there has been a 
slight improvement in value (venture capi-
tal availability and access to credit), the 
slide in ranking was still significant, indi-
cating that other countries are outper-
forming Egypt. These results are com-
patible with the analysis of the state of 
the Egyptian economy in section B.  In-
adequate access to equity financing and 
venture capital hinders new investments 
as demonstrated in the competitiveness 
pyramid presented in Chapter 1.  

Another important area where both rank 
and score have worsened is in the coun-
try’s overall credit ratings. Through im-
plementation of sound macroeconomic 
policies, fiscal and monetary, the govern-
ment needs to address this deterioration 
as it poses an important obstacle to re-
storing credibility in the economy, reduc-
ing foreign borrowing costs and attracting 
foreign direct investments. 

 

Technology, Diffusion and  
Innovation 

 

Table C.3 presents the technology innova-
tion and diffusion factor at the country 
level. Technology plays an important role 
in determining the competitiveness of a 
country as it determines how the country 
will be able to increase its productivity so 
that it can compete in the global markets, 
and offers sophisticated products or ser-
vices that have a higher value added.  

Rankings and scores have improved in 
several areas. Technology sophistication 
shows an improvement of 6 ranks as 
Egypt moves from the 58th rank in 2001 
to the 52nd in 2003. Other improvements 
are noted in the areas of subsidies and 
tax credits for firm-level research and de-
velopment; company spending on re-
search and development; government 
procurement of advanced technology 
products; and internet access in schools.  

Improvements in value, but not in rank-
ing, are noted in cellular telephones us-
age, inernet users, internet hosts, tele-
phone lines and personal computers.  
This indicates that although substantial 
absolute progress is evident in these ar-
eas, Egypt is under-reforming relative to 
other countries. 

On the other hand, FDI and technology 
transfer, government prioritization of ICT, 
and government success in ICT promotion 
have all slipped in terms of ranking and 
score. 

 

Human Resources; Education, Health 
and Labour 

 

Table C. 4 summarizes the data for the 
fourth factor which measures human re-
sources development, effectiveness of the 
education system, the quality of the 
healthcare system and the availability of 
qualified labor. 

Comparison data for previous years are 
not available except for the brain drain 
indicator, which has worsened in terms of 
rank and score.  The loss of intellectual 
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and brain talents to other countries could 
be a potential problem if the trend per-
sists in the coming years.  

In the absence of data for previous years 
it is difficult to determine Egypt's per-
formance with respect to the other indica-
tors.  However, the worst relative rank-
ings seem to be in the area of women's 
rights especially with regards to maternity 
employment. Although this appears odd, 
other low rankings concern the impact of 
tuberculosis and malaria on business. 
Weak rankings are also observed in indi-
cators relating to the education system. 

 

General Infrastructure 

 

Table C.5 presents the data for general 
infrastructure.  Where comparative fig-
ures are available, they indicate a decline 
in performance (rank and score) across 
the board — the worst being those for 
railroad infrastructure development and 
postal efficiency.  

 

Public Institutions; Contracts  
and Laws 

 

Table C.6 illustrates the state of public 
institutions, focusing on the performance 
of the judicial system in the areas of con-
tracts and laws.  

Where comparison indicators are avail-
able over the years, they show consistent 
and significant deterioration in rank and 
score in all aspects related to the busi-
ness environment. Of particular interest 
are judicial independence, property rights 
and government bureaucratic red tape, 
which are the worst of these three vari-
ables, ranked at 95. 

As for the variables where comparison is 
not available, we note that the worst in 
ascending order are efficiency of legal 
framework, transparency of government 
policymaking and freedom of press 
(ranked at 90). 

 

Public Institutions; Corruption 

 

Where comparison is possible over the 
years, the data available (Table C.7) show 
a steady weakening in all indicators relat-
ing to corruption in terms of rank and 
score. In particular, irregular payments in 
tax collection and in loan application 
seem to represent the greatest problem. 
On a positive note, business costs of cor-
ruption have to a great extent improved.  

Irregular payments in public utilities was 
ranked 84th, the worst rank in all the in-
dicators.   

On the other hand, business costs of cor-
ruption improved from 58th rank to 40th 
rank. Other strong ranks for which no 
previous data are available include preva-
lence of illegal political donations and to 
some extent policy consequences of legal 
political donations and money laundering 
indicators. 

 

Domestic Competition 

 

Comparison data for the state of domestic 
competition are available for four of the 
variables only, all of which show a 
marked deterioration, with the exception 
of the "extent of locally based competi-
tors" which was stable. For the rest of the 
variables, ranking varied extensively from 
17 (extent of market dominance) to as 
high as 69 (sophistication of local buyers' 
products and processes). (See Table C.8.) 

 
Cluster Development 

 

Table C.9 on the state of cluster develop-
ment shows mixed performance.  Six out 
of ten variables, particularly those related 
to the "cluster variable" show an impres-
sive improvement.  

Other variables, the rankings of which 
have deteriorated, maintained the same 
mean score value.  Values of other scores 
improved, yet their ranks still slid.  This 
indicates that despite evident progress in, 
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Egypt is being outperformed by its com-
petitors. 

 

Company Operations and Strategy 

 

Table C.10 on Company Operations and 
Strategy shows a steep decline in the 
rankings of the majority of indicators.  
The worsening of the two indicators relat-
ing to management signals that Egypt 
needs to focus on upgrading managerial 
skills and on hiring professional man-
agement for companies. Willingness to 
delegate authority has also fallen—
another signal of poor management skills 
that do not foster the development and 
empowerment of middle and lower level 
management.  

Marketing indicators also show significant 
weakening reflecting companies' inability 
to access foreign markets.   

In 2003 four new indicators—restrictions 
on foreign ownership and ethical behav-
iour of firms—are weakly ranked at 70 
and 62 respectively on the global competi-
tiveness index. The former reflects an 
anti-FDI bias, while the latter reflects 
weak enforcement of the rule of law. Simi-
larly, corporate governance indicators as 
reflected in availability of company finan-
cial information and strength of auditing 
and accounting standards are also feebly 
ranked at 50 and 68 respectively.   

Marked positive ranking changes are evi-
dent however for "the nature of competi-
tive advantage" which improved from 65 
in 2001 to 33 in 2003; and for "the degree 
of customer orientation" which also im-
proved from 64 in 2001 to 37 in 2003. 
Further improvements relate to branding, 
innovation and production processes re-
flect increased awareness for product dif-
ferentiation and market niches.  

 

Environment 
 
Table C.11 on the environment points to a 
deterioration in most aspects.   

The only improvement was a marginal 
two-rank improvement in air pollution 
regulations between 2001 and 2003.  

The most striking deterioration is in ef-
fects of compliance on business, which 
slid in rank from 12 to 60.  This could 
weak enforcement of regulations pertain-
ing to the environment.  

The visible worsening in all remaining 
variables marks the issue of the environ-
ment as a front burning issue that re-
quires urgent attention.  In many of these 
indicators, the mean value of the vari-
ables has either slightly improved or was 
stable, but the loss in rank indicates that 
Egypt is being left behind many countries 
who are taking big strides towards ad-
dressing environment concerns.  

 

Competitiveness Indices1

 

After presenting the executive opinion 
survey results, we now move to present 
Egypt's rankings on the three competi-
tiveness indices identified in Chapter 1.  
Egypt was evaluated using some 17 dif-
ferent indices to measure competitive-
ness.  We selected the first two of the fol-
lowing three indices to base the current 
report on, as the data they provide is 
made available by the World Economic 
Forum and the World Bank, and enable 
the comparison with the majority of coun-
tries. 

 

• Growth Competitiveness Index 

• Business Competitiveness Index 

• Networked Readiness Index 

 
The Growth Competitiveness Index (GCI) 
and the Business Competitiveness Index 
(BCI) are calculated from the data col-
lected by the Executive Opinion Survey. 

                                                 
1 Please note that the number of countries 
surveyed in 2003 increased from 80 to 102.  
The countries added are mainly from the de-
veloping world, especially Africa. 
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The methodology used for calculating 
each of these indices is presented in Ap-
pendices 1 and 2. 

 

1. Growth Competitiveness Index (GCI) 

The GCI measures the potential for the 
economy to sustain economic growth. The 
index consists of three main sub indices: 
the Macroeconomic Environment Index, 
the Public Institutions Index, and the 
Technology Index. The 2003 rankings for 
these indices are presented in table C.12.  
Table C. 13 presents a comparison of the 
2003 GCI with the 2000, 2001 and 2002 
indices. 

 

Analysis of the GCI data 

 

Regional GCI Analysis (2000-2003)
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Figure 2:

As presented in Tables C. 12 and 13, 
Egypt ranked in 2003 58th out of 102 
countries with respect to growth competi-
tiveness.  Furthermore, on the Macroeco-
nomic Index, Egypt ranks 56th. On the 

Public Institution Index, Egypt ranked 
57th.  On the Technology Index, Egypt's 
rank is 68th. 

Based on these results, Egypt is consid-
ered to be among the second tier coun-
tries as far as competitiveness is consid-
ered. Ranking 58th country out of 102 in-
dicates that more than 50 percent of the 
countries have scored higher ranks than 

Egypt.  In other terms, Egyptian competi-
tiveness ranking is considered to be below 
the world average. 

On the CGI index peer developing coun-
tries have overtaken Egypt.  These in-
clude, naming only a few, Chile (28), Ma-
laysia (29), Jordan (34), Botswana (36), 
Tunisia (38), South Africa (42), China 
(44), Mexico (47), and Namibia (52). 

Egypt's rankings on the Macroeconomic 
Environment (Table C. 12) and Public In-
stitution Indices (Table C. 13) are similar 
(56).  Egypt is outperformed by the same 
set of countries  

Egypt's ranking on the Technology Index 
is lower by nearly 10 ranks (68). This in-
dicates that Egypt has to work on improv-
ing its technology ranking as technology 
plays an important role in shaping future 
competitiveness. 

The overall ranking of Egypt needs to be 
improved and this will require a collabo-
rative effort among all concerned parties, 
be it governmental and non-governmental 

institutions, entrepreneurs, as well as 
educational institutions. 

 
Regional Comparison of Egyptian 
Competitiveness 

 

The relative ranking of Egypt on the GCI 
is presented in Table C.14.  Egypt is out-

Source: GCR, 2003 
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performed by many developing countries 
such as Chile, Thailand, Jordan, Bot-
swana, Tunisia, China, Mexico, Namibia, 
Brazil, Gambia, India and Peru. 

Egypt's ranking compared to regional peer 
countries is highlighted in Table C.15.  

 

2.  The Business Competitiveness  
Index (BCI) 

The BCI measures business competitive-
ness and consists of two main sub-
indices: Company Operations and Strat-
egy, and Quality of the National Business 
Environment. The rankings for the BCI 
for 2003 are presented in Table C.16. Ta-
ble C.18 presents BCI rankings for the 
period 1998 to 2003. 

In Table C.15, comparisons are made 
with respect to only the Middle East North 
Africa region (MENA) comprised of Israel, 
Jordan, Egypt, Tunisia, Morocco and Al-
geria. Comparison is justified, in view of 
those countries’ proximity geographically, 
culturally (with the exception of Israel), 
historically (exposed to colonization, with 
the exception of Israel), and exposure to 
the same geopolitical conditions. The last 
two elements greatly contribute to similar 
economic environments.   

Table C.15 shows that Egypt ranks 4th 
out of the 7 countries.  This signals that 
Egypt's competitiveness is weak relative 
to these countries. Moreover, when com-
paring the relative ranking over time, 
Egypt's rank has consistently deteriorated 
over the years.  Regional leadership is 
maintained by Israel, followed by Jordan 
which has demonstrated excellent ad-
vancement in the GCI as presented by the 
data.  

Table C.18 (BCI) shows that in one year 
Egypt’s position witnessed a sharp drop 
from 40th rank to 58th. 

 

We make the following observations 
about regional competitiveness from 
Table C.17: 

 

1. On a relative basis, Egypt’s overall 
ranking in the Macro-Economic 
Environment Index, Egypt is the 
worst. 

2. With regards to Macro-Economic 
Stability, Jordan is the most suc-
cessful given its commitment to an 
IMF 5-year Economic Reform Pro-
gram the second year in a row 
now. It is obvious that both Israel 
and Egypt are very negatively ex-
posed to the current geopolitical 
conditions (Egypt’s exposure is 
worse being considered an Arab 
country perceived geographically 
close to the American-Iraqi con-
flict. 

3. The overall ranking for Egypt on 
the Public Institutions Index re-
flects the wide-spread state cul-
ture of bureaucracy and red-tape 
that reflected very negatively on 
the perception of government ef-
fectiveness and its impact on the 
business environment. Such a 
public sector culture can also be 
observed where the Government 
Waste Index is concerned. 

 

Please note the gap between the Israel-
Jordan camp and the Egypt-Morocco-
Algeria camp where the Technology In-
dex is concerned. Needless to say Egypt’s 
low ranking has a negative effect on per 
capita income and the standard of living. 

 

3. Networked Readiness Index 

 The third index we used for measuring 
the state of Egyptian competitiveness is 
the Networked Readiness Index (NRI). The 
overall NRI data are presented in Table 
C.21.  The breakdown of the NRI into En-
vironment and Usage Component Indices 
is presented in Tables C.22 and C.23. 

 

Analysis of NRI Data 

 

Table C.21 reveals that Egypt ranks 65th 
out of 102 countries on the NRI Index, 
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placing Egypt among the third tier of na-
tions, i.e., the nations at the low end of 
technology readiness.  Egypt is outper-
formed by all industrialized countries, all 
Asian countries, many Latin American 
countries, East European countries and 
all Middle Eastern countries with the ex-
ception of Algeria. Countries behind Egypt 
are mostly African, and a few Asian and 
Latin American countries. 

Technology is an important ingredient for 
the development of efficiency in produc-
tion processes. As a low-tech economy, 
Egypt will find it difficult to progress from 
a factor based to an investment based 
economy. 

Moving to the NRI components, Tables 
C.22 and C.23 demonstrate that Egypt’s 
performance improved on the Environ-
ment and Usage Components indices—
almost indiscernibly—to the 60th and 63rd 
ranks respectively.   From Table C.24 
(Readiness Component Index) we find that 
Egypt is again outperformed by most peer 
developing countries.   

Each of the three component indices of 
the NRI is made up of several sub-indices 
as presented in Chapter 1.  Egypt’s rank-
ings on each of the sub-indices are pre-
sented in Table C.25 which reveals that 
the Environment Components hold the 
highest ranking, with Market Environ-
ment at the top (49th rank).  

The Readiness Components Index has the 
worst rankings, with government readi-
ness positioned at the bottom. Business 
readiness has the highest of these rank-
ings, indicating that businesses are rela-
tively more advanced than governments 
or individuals. This in turn signals the 
need to enhance individual readiness 
through overhauling of education and 
training to foster creativity and initiative 
rather than rote learning. 

At the usage level, the top rank goes to 
the government while businesses and in-
dividuals lag far behind.  

 

 

 

Regional Comparison of Egyptian NRI 
Competitiveness 

 

Regional data for the NRI index are pro-
vided in Table C.26.  

Overall regional leadership is attained by 
Israel.  Egypt is outperformed by all coun-
tries in the sample except Algeria.   

 
D. Prospects for Increasing Egypt’s 
Competitiveness 
 

 
Although Egypt’s competitiveness rank-
ings have been deteriorating over the past 
years, Egypt still has the upside potential 
of catching up with peer developing coun-
tries and regaining its rightful ranking.  

We note from Table C.10 that Egypt ranks 
55th on the Quality of Company Opera-
tions and Strategy sub index, while it 
ranks 68th on the Quality of the Business 
Environment. This indicates that the so-
phistication of companies operating in 
Egypt is higher than the quality of the 
Egyptian business environment. Graphi-
cally (Figure 3), the current Egyptian 
competitiveness position lies above the 45 
degree line that represents equal indices 
of company operations and quality of 
business environment. 

Any variation from the 45 degree line 
represents a point of dynamic disequilib-
rium.  Above the line—the Egyptian 
case—presents a situation where the de-
gree of company operations is higher than 
the quality of the business environment. 
For companies to grow, they can only 
grow outside the country. This leads to a  
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Figure 3  Index of the Quality of the National 
Business Environment 
Source: Askar, 2004 

situation where businesses leave the 
country, lowering the degree of opera-
tional sophistication, hence lowering the 
country’s overall business competitive-
ness. 

On the other hand if the competitiveness 
position is below the 45 degree line, this 
indicates a situation where the quality of 
business environment is higher than the 
degree of company sophistication. This 
environment provides room for companies 
operating in the country to increase the 
sophistication of their operations as well 
as attract companies from other countries 
to operate in this country. This will in 
turn increase investments in the country, 
foreign or domestic, which will lead to im-
provement in the country’s competitive-
ness. 

When reflecting on the Egyptian situation, 
three different scenarios can take place as 
presented in Figure 3. 

If no improvements in the quality of the 
business environment are made to match 
the degree of sophistication of company 
operations, companies operating in 
Egypt—whether domestic or foreign—will 
shift their operations outside the country, 
while reducing the degree of sophistica-
tion they operate with in Egypt. This will 
then move the competitiveness position to 

position A, which indicates a loss in over-
all competitiveness. 

The second scenario, point B, is achieved 
through improving the quality of the 
business environment until it matches 
the degree of company sophistication. 
This scenario will let companies operating 
in Egypt maintain their level of sophisti-
cation, but will not provide room for in-
creasing operational sophistication and 
initiation of new investments. 

The third scenario leads to point C, where 
the quality of business environment is 
increased to a level higher than the de-
gree of the company sophistication. As 
Egypt attracts more businesses, it creates 
an environment for increasing company 
sophistication and for attracting foreign 
companies to operate in Egypt, hence in-
creasing foreign direct investments in 
Egypt.  The key to improving competitive-
ness is to implement policies that make 
the third scenario possible.  Towards this 
end, a number of recommendations are 
proposed in Chapter 3. 

 
E. Concluding Remarks 
 

This chapter has dealt with three issues. 
First we discussed the stages of competi-
tive development, as theoretically defined. 
Second, we provided an overview of the 
economy with particular emphasis on 
performance indicators in five aspects, 
namely: (i) macroeconomic growth and 
stability; (ii) exports; (iii) foreign direct in-
vestment, technology transfer and private 
sector development; (iv) infrastructure 
and education; and (v) the regulatory and 
business environment.   

An assessment of the first aspect of the 
Egyptian economy—macroeconomic 
growth and stability—shows that macro-
economic stability was the strongest pillar 
of the Egyptian economy and the pursuit 
of overall sound macroeconomic policies 
helped contain the impact of a number of 
unfavourable external circumstances.  
However, the impact of the soundness of 
monetary policy is evident only in high 
international reserves, current and overall 
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balance surpluses, and a favourable and 
sustainable external debt position.  

Overall reforms have slackened as wit-
nessed by several indicators including an 
inconsistent mix of monetary and fiscal 
policies. Domestic government and public 
debts have been mounting; and the 
budget deficit is on the rise ⎯ exacer-
bated by an increasing wage bill and inef-
ficient tax administration and collection 
system.  At the same time, official and 
unofficial rates of unemployment are in-
creasing rapidly. 

The situation is compounded by acceler-
ating inflation rates, an inflexible ex-
change rate system that requires main-
taining relatively high interest rates that 
hinder economic growth.  

Furthermore, an inter-bank foreign ex-
change market, as well as a primary 
dealer system for bonds, both promised 
for a couple of years, have not been im-
plemented, adding to the mal-functioning 
of the foreign exchange market.  

Economic growth, as manifested in a de-
clining GDP per capita, remains the big-
gest challenge given a growing population, 
an expanding labor force, and low levels 
of gross domestic and national savings.  

The second aspect of the economy relat-
ing to exports has seen some improve-
ment but faces many challenges. Many 
foreign trade impediments persist, ac-
companied by a slow pace of trade liber-
alization. A friendlier investment and 
business environment led by exports and 
the private sector is critical to achieving 
the rates of growth required to reduce 
poverty and generate sufficient job oppor-
tunities.  Exports have come a long way; 
nevertheless their performance is weak 
when compared to peer countries.  

The third aspect shows that the business 
environment is not conducive to foreign 
direct investment, technology transfer or 
the participation of the private sector in 
economic activity.  FDI has also been 
meagre compared to other developing 
economies.  Depressed FDI is in part due 
to concerns about exchange rate policy 
and public finances, but is largely due to 
the current business environment.  The 

participation of the private sector in eco-
nomic activity has declined from 76 per-
cent of GDP in June 2000 to 73 percent 
in June 2003.  High interest rates and the 
budget deficit continue to crowd out the 
private sector. 

The fourth variable, infrastructure and 
education, shows that Egypt has achieved 
important milestone steps with regards to 
infrastructure development. However, red 
tape, and a large bureaucracy remain 
challenges that need to be tackled.  

The definition of infrastructure includes 
human infrastructure as well as financial 
aspects of the banking system, the stock 
market and information networks (Minis-
try of Economy 1998). The current educa-
tion system does not cater to the skills 
demanded by the market.  The Egyptian 
education system needs a major overhaul 
in order to be able to provide the skills 
required by entrepreneurs.  The banking 
sector still suffers from the consequences 
of the rapid and miscalculated credit ex-
pansion that took place in the second half 
of the 1990s (much of which had been 
extended for political and private favourit-
ism). 

Our discussion of the fifth aspect indi-
cates an unfriendly and inefficient regula-
tory environment that is not conducive to 
business development. The section points 
out that there have been unwarranted 
delays in enacting important new laws 
such as the new tax, customs and anti-
trust laws and in issuing the executive 
regulations of a number of laws.  

Furthermore, the current incentive sys-
tem, encompassing high tariffs and other 
cost distortions is creating bias in the 
economy such that production for the 
domestic market is favoured at the ex-
pense of exporting. "Behind the border 
trade reforms" (trade facilitation, trade 
transaction costs, and product standards) 
are equally important in order to enable 
firms to benefit from trade liberalization 
and increase their competitiveness. Trade 
facilitation also reduces the potential for 
corruption. Current "behind the border 
trade barriers" are creating an anti-trade 
and investment bias, even though tradi-
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tional trade liberalization is being pur-
sued. 

As a conclusion, it emerges very clearly 
that the business environment in Egypt 
does not only hamper business activity 
and private sector expansion - important 
pieces of the growth and development 
puzzle - but more seriously embodies 
risks of fast declining competitiveness.  

These findings are reinforced by the re-
sults of Section Three in which the per-
formance of the economy is quantified by 
introducing Egypt’s ranking relative to 
other countries with respect to eleven fac-
tors.  An assessment of current competi-
tiveness rankings on three competitive-
ness indices, namely the Growth Index, 
the Business and Competitiveness Index 
and the Networked Competitiveness Index 
shows that Egypt’s rankings are slipping.  
Egypt's ranking in the majority of com-
petitiveness indicators has weakened, re-
flecting in many instances an absolute 
decline in competitiveness.  At best, when 
Egypt has maintained or witnessed an 
increase in the value of an assigned score, 
its ranking still declined as other coun-
tries overtook it by achieving higher 
scores, indicating that overall competi-
tiveness has been declining relative to 
other countries.  

In other words, although economic policy 
reforms have come a long way since the 
early nineties, the data presented in this 
chapter suggest that Egypt could be un-
der-reforming relative to other countries. 
Many of the reforms that Egypt will need 
to accelerate are dictated by a dynamic 
global economy with which Egypt has to 
continuously align its policies.  

In conclusion, economic reforms must 
regain their momentum, otherwise peer 
developing countries will continue their 
leaps and bounds, leaving Egypt far be-
hind.  If Egypt does not keep pace with 
international developments, it risks be-
coming marginalized from the globaliza-
tion process.  

Finally, the following questions arise: are 
future prospects for increasing Egypt's 
competitiveness promising? Are there 
windows of opportunity that can be re-

opened to increase competitiveness? This 
is what we will discuss in the next chap-
ter. 
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Chapter 3 
 

The Road Ahead: 
The New Govern-
ment-Business Sec-
tor Working Partner-
ship for Increasing 
Competitiveness 
 
Despite our findings that Egypt’s com-
petitiveness is weakening, the picture 
painted for Egypt in the previous chap-
ter is not bleak.  Egypt has potential to 
improve its competitiveness. This is be-
cause strong macroeconomic policies 
have distanced the country from crises 
experienced in the mid to late nineties 
in Latin America and South Asia, and 
more recently in Argentina in 2002. 

Competitiveness is the final outcome of 
a combination of complex “drivers of 
change” (Asian Development Outlook,  
2003). Re-establishing the competitive-
ness of the Egyptian economy requires 
the expedited implementation of wide-
ranging economic, financial, regulatory 
and institutional reforms, in order to 
drive a friendlier business environment, 
raise investment rates and propel 
higher rates of growth. 

On the basis of the findings of Chapter 
2, we will discuss here some of the op-
portunities that could, if grasped, en-
hance the competitiveness of the Egyp-
tian economy.  Factors that have con-
tributed to declining competitiveness 
over the past few years are actually po-
tential opportunities to harvest sub-
stantial returns.  

The needed adjustments stem from an 
internal awareness of needs, are well 
recognized by leading policy makers and 
executing bodies in Egypt, and are work 
in progress.  In absolute terms, many 
reforms have been implemented.  How-
ever we saw in the last chapter that ab-
solute progress was not enough. Egypt’s 

ranking has slipped on various competi-
tiveness indices relative to other coun-
tries. This can only indicate that there 
is a need to accelerate the pace of the 
necessary reforms, otherwise Egypt 
risks becoming marginalized from the 
globalization process.  A lesson learnt 
from Egypt's long reform experience is 
that a strong and prompt policy re-
sponse is crucial for strengthening the 
economic and investment environment, 
as well as competitiveness.   

The following section identifies windows 
of opportunity that can be re-opened, 
with a view to accelerating tomorrow's 
gains into today's competitiveness.    
 
Windows of Opportunity 
 
These opportunities are by no means 
comprehensive. They also represent 
work in progress that needs to 
be expedited.  Accelerated implementa-
tion will serve to support private sector 
development and competitiveness, with 
the objective of promoting sustainable 
growth and development.   
  
I. A Holistic Vision: Basis for Lasting 
Competitiveness 
 

Egypt has many pressing challenges. 
Two important dimensions are socio-
economic stability and human develop-
ment. A well rounded remedial and for-
ward looking strategy needs to be insti-
tutionalized.  It needs to reflect a full 
understanding of the multiple aspects of 
the challenges ahead.  A successful and 
sustainable strategy should be a first 
step that aims at the establishment of 
solid socioeconomic frameworks that 
would pave the way for a knowledge 
based society.  Such a society would be 
the underlying bed-rock for the innova-
tive-driven economy—the most ad-
vanced developmental stage. All players 
in the society would need to join forces 
to achieve that goal. 
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II. National Campaign for  
Good Governance: Continue Steps to 
Insure Greater Government and Cor-
porate Transparency. 

 

Good governance, including transpar-
ency, is the seed for sound operation 
practices for all players and at all levels 
of the economy, be they country, indus-
try or firm.  Sound governance practices 
would set the foundation for a friendlier 
business environment characterized by 
ethical business practices, standardiza-
tion, clarity and simplicity. This resul-
tant environment would serve to entice 
investment flows and thus higher 
growth rates. 

As described in Chapter 2, Transpar-
ency International ranked Egypt 70th in 
terms of the degree to which corruption 
is perceived by public officials. 

Government, private sector and civil so-
ciety need to introduce sound practices 
in both policymaking and business 
conduct, in order to build the ground 
for a culture of good governance and 
ethical business practices.  

 
III. Improving the Regulatory  
Environment 
 

The role of the regulatory framework 
and institutions needs to be enhanced. 

 

1. The current regulatory environ-
ment needs to be streamlined 
and red tape needs to be cut, in 
order to be in tune with interna-
tional practices.   

2. Measures to further improve the 
investment climate, particularly 
the speedy establishment of the 
new one-stop shop for foreign 
investment registration, must be 
expedited. 

3. The establishment of solid insti-
tutions would further reinforce 
regulatory reform. Additional re-
forms include improving com-
mercial dispute resolution and 
bankruptcy procedures. 

Regulations on land use require 
special attention. Policy makers 
need to actively encourage private 
sector businesses to investment in 
new urban communities.  

Law 59/1979 regulates property use 
in these urban communities (sale, 
purchase, land use, building rights 
etc.). It prescribes investors to deal 
with the presidencies of cities for 
any transactions regarding their 
properties in which case investors 
are obliged to pay a percentage of up 
to 25% of the original price of the 
land in fees. Usually, additional us-
age restrictions apply to the land, 
e.g. concerning buildings, even if 
dedicated to expanding existing 
businesses. 

 

1. Policy makers are encouraged to 
remove all monetary obstacles 
pertaining to all transactions re-
lated to land dedicated to use by 
an investor. 

2. They are also strongly encour-
aged to remove all restrictions 
regarding the use of land by an 
investor, namely all limitations 
related to the percentage of land 
usable for building on. 

 

IV. Ensuring prompt and transparent 
foreign exchange availability to busi-
nesses and individuals 
 
This would require the continued and 
accelerated implementation of market-
oriented exchange rate policies.  To-
wards this end, the promised inter-bank 
foreign exchange market needs to be 
established.  A well functioning forex 
market will enable the monetary au-
thorities to gradually loosen up mone-
tary policy. As interest rates decline, 
business activity will pick up, spurring 
economic growth. Additionally, the fol-
lowing benefits would accrue: 
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1. Efficient allocation of resources; 

2. A leap-jump increase in the 
competitiveness of exports; 

3. Restored investors’ confidence in 
the stability of the value of the 
Egyptian Pound. Enhanced con-
fidence would provide the re-
quired platform for increased in-
vestment and capital formation 
rate leading to a higher GDP 
growth rate. 

4. Increased investments would 
promote spending in R & D, 
which would reflect in fostering 
innovation and creativity, two 
important propellers towards the 
“innovative driven” economy. In-
creased investments would also 
bring IT investments and foreign 
know how. 

 

V. Enhance coherence, governance, 
consistency and stability in the do-
mestic monetary/fiscal/trade mix 
 

1. Striking a balanced mone-
tary/fiscal policies mix would 
serve to contain the budget defi-
cit, reduce interest rates, en-
courage private sector invest-
ments, enhance productivity, 
economic growth and ultimately 
competitiveness.   

2. Establishing the right mixes of 
monetary/exchange rate policy 
would be mutually reinforcing in 
a virtuous circle.  It would help 
(i) Reduce interest rates thus 
spurring growth, addressing in-
flation issues, and reducing the 
government debt burden.  (ii) 
Deepen domestic financial mar-
kets by establishing and imple-
ment a regulatory/supervisory 
system for new financing tools.  
These include (a) derivative in-
struments (options and futures) 
and asset-backed products 
(mortgage instruments); and (b) 
implementing the primary deal-
ers decree (issued in 2002), in 
order to build a balanced-
maturity Treasury yield curve of 

market determined interest 
rates. The yield curve would act 
as a benchmark to corporate is-
suances of bonds, lowering fi-
nancing costs and thus facilitat-
ing domestic investors’ access to 
finance either through interme-
diary as commercial banks or 
through direct access to capital 
markets.  The yield curve would 
also make it more effective for 
the central bank to manage short 
term interest rates through open 
market operations using gov-
ernment securities than to make 
direct loans to the government,  
(iii) Establish credibility in the 
economy, thus reducing interna-
tional financing cost, and im-
proving access to international 
capital and financial markets.  
Increased confidence in the 
Egyptian economy would serve to 
mobilize foreign direct invest-
ment and other private invest-
ment flows for development.   

3. Notwithstanding a balanced mix 
of policies, the government 
budget requires restructuring.  
An excessive government budget 
deficit has led to a high interest 
rate environment that crowded 
out the private sector. A correctly 
instigated fiscal policy would 
suggest: 

 

a. Addressing the growing size 
of the budget deficit includ-
ing a review of government 
expenditures.  A perform-
ance-based budget needs to 
be put in place, while gov-
ernment expenditure should 
efficiently target socially tied 
venues such as subsidies.  
Public expenditure on wages 
should be rationalized and 
more spending should be 
channeled towards value 
added activities as educa-
tion and infrastructure.   

b. Improving tax collection and 
administration procedures 
through implementing the 
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tax reforms that ensure the 
transparency and fairness of 
the taxation system, and re-
duce the number of tax 
evaders.  The streamlining 
of tax collec-
tion/administration proce-
dures would also facilitate 
and expedite tax collection 
efforts. 

 
VI. Continued and accelerated im-
plementation of Trade Liberalization 
Policies 
 

Comprehensive tariffs and customs re-
forms include: 

 

1. Reforming the incentive system 
by reducing tariffs, eliminating 
surcharges and lowering taxes 
would yield almost immediate 
benefits to competitiveness. 

2. Implementing “behind the bor-
ders trade reforms” such as re-
forming customs; reducing trade 
transaction costs; facilitating in-
spection and testing procedures; 
and streamlining regulatory poli-
cies that impede competition, 
and restrict trade and invest-
ment are no less important. 
However, the benefits to competi-
tiveness would accrue in the 
longer term.  Since long-term 
remedies tend to be complex, 
this calls for the immediate 
adoption of a comprehensive ac-
tion plan. 

Benefits from trade liberalization 
include: (i) greater than before 
domestic producers’ exposure to 
competition, directly translating 
into more efficient productivity; 
(ii) increased investments in 
capital formation, R & D and 
technology enhancing firms’ abil-
ity to compete; (iii) rising exports 
share of GDP ultimately boosting 
growth rates and generating em-
ployment opportunities. (iv) 
Higher consumer welfare in-
terms of reduced prices and en-

hanced product quality; (v) larger 
foreign currency earnings. 

 

VII. Implement Solid Regulatory 
Frameworks Proactively to Attract 
Foreign Direct Investment (FDI)  

 

A solid government policy on how best 
to attract foreign direct investment (FDI) 
should be devised. A vision for its role 
and contribution to the national eco-
nomic development framework should 
be proactively communicated and 
widely discussed among stakeholders. 
Steps towards the framework should 
include:  

 

1. Articulate and advocate national 
policy on FDI among social part-
ners and civil society as well as 
investors in order to create a 
better awareness and consensus 
on the aims of policy. 

2. Establish an Investment Promo-
tion Agency (IPA) and determine 
the objectives and the legislative 
and governance structures of the 
agency. 

3. Inculcate within the IPA a pro-
fessional management and ser-
vice culture, result-oriented 
ethos and innovative marketing 
approach in order to compete 
successfully in attracting new 
investment. 

4. Define strategic policy options 
and set out the corporate strat-
egy and marketing plan for the 
IPA to build competitive strength 
and achieve policy options. 

5. Decide on incentives policy and 
ensure objective and regular 
evaluation of costs and benefits. 

6. Undertake a comprehensive re-
view of skills available versus 
skills required by investors. De-
velop and implement policies to 
address identified gaps. 

7. Ensure the provision of essential 
infrastructure needed by indus-
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try: industrial estates, modern 
factory and office buildings, 
utilities, effluent treatment, 
drainage, telecommunications 
(including broadband) and dif-
ferent modes of transport. 

8. Identify administrative barriers 
to FDI and establish a program 
clearly assigning responsibilities 
and target dates to remove such 
obstacles. 

9. Promote FDI by undertaking a 
comprehensive and professional 
marketing program aimed at 
new and existing investors and 
by transforming the IPA into a 
credible and competent partner. 

10. Facilitate investment and service 
new and existing investors at all 
stages of the investment cycle, 
from start-up through to post-
investment and new expansion 
stages. 

11. Encourage greater integration of 
foreign business into the econ-
omy and the establishment of 
foreign investment in the coun-
try. 

 

The agencies that have established re-
porting mechanisms to the country‘s 
highest-level policy makers or the pri-
vate sector have been systematically 
more efficient at attracting FDI. Such 
institutional links are crucial because 
they contribute to strengthen the gov-
ernment’s commitment as well as rein-
force the agency’s credibility and visibil-
ity in the business community. 

 

VIII. Rapid Implementation of  
Structural Adjustments  
 

Longer term reforms include banking 
sector transformation; government as-
sets restructuring and privatization; as 
well as stock market reforms.  

 

 

1. Banking sector transformation 

 

Policy makers have already taken sev-
eral progressive steps for the reform of 
the banking sector, the most important 
being promoting young and internation-
ally experienced bankers to senior ex-
ecutive positions. Such a step would 
bring with it the installation of up to 
date banking systems and internal con-
trol and audit procedures; the adoption 
of state of the art banking dealings; and 
the creation of more sophisticated 
banking products in addition to the 
plain-vanilla lending and borrowing 
ones. However, further progress on the 
above mentioned initiatives, such as the 
implementation of the provisions of the 
new banking law is still needed. 

Once comprehensively achieved, the 
following benefits would accrue: 

 

(i) Reduction of non-performing 
loans and improved bank 
profitability;   

(ii) Channeling resources to 
value added and profit-
making economic activities 
thus directly contributing to 
GDP growth;   

(iii) Increasing investors’ confi-
dence in the effectiveness 
and reliability of the banking 
sector (through reduced 
bank failures) resulting in 
increased savings and in-
vestments, thus reducing the 
savings-investments gap. 

 

2. Mobilize domestic savings for in-
vestment, economic growth and de-
velopment 

 

For Egypt to accelerate its GDP growth 
(a re-requisite for enhanced competi-
tiveness), the level of productive invest-
ments must be increased. Towards this 
end, Egypt can either rely on exogenous 
financing or on the country's build-up 
of domestic savings—the preferred op-
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tion for financing domestic investments. 
As previously highlighted in chapter 2, 
Egypt's savings-investments gap only 
recently narrowed down through a re-
duction in investment levels not 
through an augmentation in savings.  
This was at the expense of economic 
growth. 

The positive correlation between achiev-
ing a sustainable growth rate and an 
increase in the level of domestic savings 
makes us devote the coming section on 
outlining three main venues on how to 
mobilize domestic savings, namely (a) 
privatization; (b) reform of the insurance 
and pension schemes; (c) capital market 
development; and (d) boosting exports. 

 

a. Privatization 

Transferring government assets to the 
private sector is a straightforward sale 
of those assets. The government should 
re-invigorate its privatization plan once 
the internal macro-economic environ-
ment improves.  

Benefits of reinvigorated privatization: 

(i) Relieving the government 
from managing state-owned 
institutions and redirecting 
its focus to its original role of 
a facilitator and problem 
solver.  

(ii) The management of state-
owned institutions requires 
the possession of both man-
agement skills and expertise 
in different fields, which the 
government does not fully 
possess. Relinquishing such 
a task to the private sector is 
to the benefit of those man-
aged entities, directly trans-
lating into improved effi-
ciency and productivity. 

(iii) Assets sales represent direct 
transfers that support the 
government’s budget. Pro-
ceeds can be used to retire 
public sector debt, and thus 
reduce interest cost and 
raise public savings. 

3. Prospects for a strengthened stock 
market  

 

Emerging markets trade at a valuation 
discount relative to developed market 
equities despite better growth prospects. 
Until recently global growth was ex-
pected to be strong. These prospects 
have been down-toned, however, with 
the recent rise in US interest rates. This 
in turn is likely to negatively affect de-
veloped equity markets performance, 
global liquidity and hence funds' inflows 
into the Egyptian market. 

With the positive turnaround in the cur-
rent account balance, the stock mar-
ket's short-term prospects look positive. 
On the other hand, given the current 
exchange rate/interest rate mix within 
the current exchange rate system, there 
are risks that domestic interest rates 
will rise. This could in turn increase fi-
nancing costs and harm the profitability 
of the majority of listed domestic ori-
ented firms, already highly leveraged. 
The balance between prospects for im-
proving economic fundamentals and 
reduced leveraged corporate earnings 
will determine stock market prices.  

On a positive outlook, listed corpora-
tions trade at relatively low current 
valuations and show prospects for con-
tinued improving earnings' prospects. 
As prospects for the economy improve 
with accelerated reforms, companies' 
profitability could be increased. 

 

b. Pension market and insurance re-
form 

Limited long-term saving instruments 
such as pension and insurance funds 
have been under-developed for a num-
ber of decades. This under-development 
reflected two main problems: the domi-
nance of the public sector in contrac-
tual savings, as the largest pension 
funds and insurance companies (in 
terms of premiums and assets) are state 
dominated; and the government inter-
vening upper hand in the choice of in-
vestment venues with regards to the 
pension and insurance investment port-
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folios. These two problems are self rein-
forcing as they mandated funds' con-
centration in public sector banks' de-
posits and government securities, earn-
ing modest returns; and contributed to 
the rigidities of the financial system, 
and under-development of long-term 
saving instruments and of the capital 
market. In this context, private savings 
could therefore be boosted by: 

 

1. Ending government intervention 
in portfolio allocations; 

2. Encouraging the development of 
more flexible and competitive 
long-term saving instruments 
and institutions. 

3. Long-term private savings could 
be boosted by pension schemes 
reform, and insurance industry 
reform  

 

Egypt's level of saving is likely to be 
boosted by its demographic trends. The 
rising share of working age population 
and the declining share of child de-
pendency are continuing to contribute to 
an increase in the level of savings. This 
demographic trend is likely to increase 
the operating surplus of the Social In-
surance System affording Egypt a real-
istic opportunity to implement the 
much needed pension reforms now 
(World Bank, 1999). These reforms in-
clude (World Bank, 1997): 

 

(i) Eliminate the special access 
of the National Investment 
Bank (NIB) to the Social In-
surance System (SIS) funds 
and establish or subcontract 
an investment management 
capability. 

(ii) Raise the normal retirement 
age and raise the early re-
tirement age. 

(iii) Adjust pension benefits for 
inflation rather than await-
ing legislative action. 

(iv) Review contribution rates af-
ter taking into account: NIB's 
inability to access SIS's 
funds, less generous retire-
ment provisions and inflation 
adjustment. 

(v) Encourage pension fund to 
diversify their investments. 

(vi) Instigate a three pillar pen-
sion system consisting of: (a) 
a fully funded mandatory de-
fined benefit public pillar 
that insures workers' earn-
ings up to a certain level; (b) 
a mandatory defined contri-
bution private pillar that in-
sures workers' wages above a 
certain level. Evidence from 
other countries shows that 
generous pay-as-you-go state 
pensions tend to depress 
household saving, and that a 
mandatory saving scheme is 
most likely to increase 
household saving; and (c) a 
pure voluntary scheme that 
could supplement the first 
two pillars. 

 

Issued insurance laws shifted the in-
dustry's regulatory focus from a super-
visory one to a monitoring one. Com-
plementing such an initiative, a second 
generation of insurance reforms should 
include: 

 

1. Promote the formation of sound 
contractual saving institutions. 
The life insurance industry 
tends to favor the formation of 
long-term financial assets over 
fixed assets such as real estate, 
therefore enabling households 
and private corporations to bor-
row long-term. This may indi-
rectly contribute to increased 
private savings; 

2. Include all state-owned insur-
ance companies in the privatiza-
tion program; 

3. Focus on disclosure require-
ments to the public on prices 
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and commissions to complement 
the liberalization of product 
prices and commissions. 

 

c. Capital market development 

Efforts at enhancing liquidity should be 
maintained via:  

 

1. Continued development of con-
tractual savings institutions;  

2. Increased supply of securities 
via privatization and greater pri-
vate issuers’ confidence in the 
transparency and improved 
regulatory system of the market. 

 

d. Boosting exports 

An export drive is a means by which 
Egypt can boost national savings. First, 
entry into the international arena re-
quires firms to be globally competitive 
and to use resources more efficiently, 
thus cutting down on the need for ex-
ternal resources. Furthermore, since 
domestic saving is the difference be-
tween investment and the current ac-
count deficit; the smaller the latter, the 
greater is domestic saving. To achieve 
this goal, the following is required: 

 

1. Adopt export-led industrial poli-
cies instead of import-
substitution policies. 

2. Reduce exports' over-
dependence on primary goods 
which are vulnerable to market 
conditions and international 
pricing. This reinforces the need 
for supporting policies to en-
courage production of tradables 
which may require major over-
hauling of industrial and manu-
facturing bases. Additionally, 
such an export focus shift would 
allow Egypt to become an active 
international trade player as 
non-oil exports is the area of 
fastest growth in world trade. 

3. Determine and develop key poli-
cies and institutions which 
could help to expand exports 
and create an export mentality.  
Examples include: (i) finalizing 
deeper regional and multilateral 
trade partnership agreements; 
(ii) opening trade to non-
partnership countries; (iii) 
adopting and following: trade 
disciplines; market-friendly 
regulatory mechanisms; tariffs 
gradual reduction and subse-
quent removal; non-tariff barri-
ers removal and overhead busi-
ness costs' reduction;  (iv) creat-
ing incentives in the areas of 
trade facilitation, quality control 
and products' standardization; 
(v) continue improving trade lo-
gistics and transportation; (vi) 
continue simplifying customs 
procedures;  and (vii) continue 
forging buyer-seller links. 

 

IX. Improving ICT Readiness and  
Promoting R&D and Innovation 
 
Technology diffusion and education re-
form are essential ingredients for the 
creation of a knowledge-based and in-
novative society which should in turn 
move the Egyptian economy from a fac-
tor-driven one to an innovative-driven 
one.  

 

1. Technology Diffusion and R & D 
promotion 

 

ICT readiness, R&D and innovation are 
three pillars of economic growth.  The 
forces of rapid technological innovation 
are putting a pressure on industries 
and companies to redefine their ap-
proach to business. Hi-tech products 
are now more in demand than tradi-
tional goods (Nugent, 2004). Unless 
Egypt catches up, it risks compromising 
the competitiveness of its exports.  

Thus a competitive knowledge based 
society would be enhanced in the long 
run by these three drivers. This is be-
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cause other determinants of competi-
tiveness such as the macroeconomic 
environment can run into diminishing 
returns once they have reached a cer-
tain level of optimization. 

This would require enhancing the infra-
structure necessary for technological 
advancement and promoting a technol-
ogy and automation culture through 
increased mechanization, computeriza-
tion and internet usage. 

The constant interaction between scien-
tific and education institutions on the 
one hand, and between these institu-
tions and the labor market on the other 
hand, would promote increased R & D 
spending (as Egypt’s current spending 
levels on R & D are almost non-
existent).  Increased spending would 
foster creativity, innovation, and tech-
nological sophistication and ICT devel-
opment. Providing technical and finan-
cial assistance to empower human capi-
tal as well as the necessary framework 
for professional accreditation would in-
duce increased R & D spending and in-
creased creativity and innovation at-
tained levels.  

Once implemented increased efficiency 
and effectiveness of both the human 
and machinery capital is achieved, di-
rectly contributing to competitiveness 
rise. 

 

2.  Education reform 

 

A review of the current education sys-
tem at all levels requires adopting mod-
ern international systems, promoting 
creativity and innovation rather than 
rote learning.  

Inventiveness, entrepreneurial thinking 
and a personal spirit of innovativeness 
and curiosity need be nurtured as early 
as possible through education. Societal 
value of knowledge must be maximized 
by furthering higher-order skills like 
perseverance, diligence, problem-solving 
skills or teamwork abilities.  

The ways of how knowledge is taught 
has to comply with globally established 

standards. By doing so they form the 
basis for innovation to flourish and de-
velop into usable products easily and 
quickly. International compliance of 
schooling and higher education pro-
grams will also encourage youth of all 
ages to go abroad temporarily, learn 
about international relations and cul-
tural, economic or societal issues of 
global concern.  

Of equal importance is teachers’ train-
ing on how to stimulate students think-
ing process for creativity and innovation 
development. Only if innovative training 
programs are available to general edu-
cators, school teachers or university 
lecturers can innovativeness be ex-
pected to spread lastingly among pupils 
and students. 

The reform of the education system 
would (i) match labor skills to the needs 
of the job market, thus reducing unem-
ployment rates; (ii) provide local firms 
with skilled labor on an equal level play-
ing field as their international peers, 
thus reducing their need for expensive 
expatriates.  This will help reduce firms’ 
expenses hence increasing their profit-
ability. 

 

X. Industry Competitiveness 

 

There is a need to develop an integrated 
methodology for the evaluation and 
management of industry growth and 
competitiveness. This would be achieved 
through encouraging industry clusters 
and developing comprehensive industry 
assessment models. The latter can be 
used in cross industry analysis as well 
as cross country industry competitive-
ness assessments.  

 
XI. Establishing Egypt’s  
Competitiveness Observatory 

 

Efforts should be concerted to support 
the establishment of an Observatory to 
work as a competitiveness catalyst.  It 
would collect and analyze data on 
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Egypt’s competitiveness performance 
and the drivers of that performance.  

The Competitiveness Observatory would 
assist local partner organizations within 
the country to resolve developmental 
challenges which address the issue of 
competitiveness. In doing so, it would 
directly and proactively support the 
work of the Egyptian National Competi-
tiveness Council (ENCC). 

It would specifically 

 

1. Continue the process of in-depth 
analysis of innovation and inno-
vation processes in different in-
dustrial sectors 

2. Examine sectorally based tech-
nological trends and the take-up 
of new technologies 

3. Examine the processes of net-
working and cluster develop-
ment as a key element of innova-
tion, e.g. by 

 

- Mapping out existing clusters 
and their nature 

- Examining how new clusters 
might form, e.g. by spin-out or 
by gradual evolution 

- Examining how new and sus-
tainable cluster development 
might best be supported by the 
innovation providers including 
the higher education sector 

- Relating cluster development to 
inward investment actions tak-
ing best practice examples 

 

The Observatory would work as an in-
dependent entity. It would, however, 
report directly to the highest national 
political authorities, specifically the 
Prime Minister, to shorten ways be-
tween practice and policy making as 
much as possible. Political will and 
credibility are determinants for the suc-
cess of the proposed body. 
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Chapter 2: The State of Competitiveness of the Egyptian Economy 

Source: World Economic Forum, Executive Opinion Survey (2003) (if not stated otherwise) 

Blank cell indicates variable was not included in the Executive Opinion Survey for that year 
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Table B.2:  Share of Gross Domestic Savings  in Market Price GDP: Egypt and 
Other Developing Countries 
In percent of GDP  2000 2001 
Chile  23.4 22.7 
China 38.8 40.3 
Egypt*  13.0 13.3 
Indonesia  25.2 25.6 
Jordan 0.4 1.0 
Malaysia  n.a. n.a. 
Mexico 21.5 18.3 
Tunisia 23.9 23.4 
Source: World Development Indicators, 2002 
*Ministry of Planning, CAPMAS 
 
Table B.3:  Share of Gross National Savings in Market Price GDP: Egypt and 
Other Developing Countries  
 In percent of GDP  2000 2001 
Chile  21.0 19.6 
China 38.0 39.4 
Egypt*  17.7 17.9 
Indonesia  19.2 22.7 
Jordan 26.0 24.4 
Malaysia  n.a. n.a. 
Mexico 20.2 17.7 
Tunisia 23.6 23.4 
Turkey 21.9 20.7 
Source: World Development Indicators 
*Ministry of Planning, CAPMAS 
 
Table B.4:  Share of Exports of Goods & Services in Market Price GDP:  Egypt 
and Other Developing Countries 
 In percent of GDP 2002 2003 
Chile  34.6 31.1 
China 29.5 n.a. 
Egypt* 20.4 27.1 
Indonesia 36.6 n.a. 
Jordan** 46.0 n.a. 
Malaysia  114.1 n.a. 
Mexico 28.6 29.6 
Tunisia 42.6 n.a. 
Turkey 32.7 n.a. 
Calculated from IMF International Finance Statistics, 2004  
*Central Bank of Egypt 
**World Development Indicators, 2002  
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Table B.5:  Share of Merchandize Exports in Market Price GDP:  Egypt and 
Other Developing Countries 
 In percent of GDP 2002 2003 
Chile  27.9 25.3 
China 26.3 n.a. 
Egypt*  8.7 11.9 
Indonesia  32.9 n.a. 
Jordan n.a. n.a. 
Malaysia  98.4 n.a. 
Mexico 26.5 n.a. 
Tunisia 30.5 n.a. 
Turkey 24.0 n.a. 

Calculated from IMF International Finance Statistics, 2004 
* Central Bank of Egypt 
Table B.6:  Share of Non-Oil Merchandize Exports in Market Price GDP:  Egypt 
and Other Developing Countries 
 In percent of GDP                                    2000 
Chile                                      24.9 
China                                       22.3 
Egypt*                                      4.2 
Indonesia                                        30.2 
Jordan                                     22.7 
Malaysia                                         n.a. 
Mexico                                     26.2 
Tunisia                                       26.4 
Turkey                                     13.0 
Calculated from World Development Indicators, 2002  

*Central Bank of Egypt        

Table B.7:  Share of FDI in Market Price GDP: Egypt and Other Developing 
Countries 
In percent of GDP 2002 2003 
Chile  2.9 3.6 
China 4.0 n.a. 
Egypt*  0.5 1.0 
Indonesia  0.1 n.a. 
Jordan## 0.6 n.a. 
Malaysia  3.4 n.a. 
Mexico 2.4 1.8 
Tunisia 3.5 n.a. 
Turkey 0.6 n.a. 
Calculated from IMF International Finance Statistics, 2004  
* Central Bank of Egypt 
**World Development Indicators, 2002 
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Table C.1: Aggregate Country Performance Indicators for 2001 and 2003 
 

Number 2001 Data 2003 Data Changes 
2001 2003 Variable Description Rank Value Rank Value Rank Value 

1.01 1.01 Total GDP, 2002 36 96.05 39 85.55 (3) -11% 

1.02 1.02 Total population, 2002 14 68.5 15 70.3 (1) 3% 

1.03 1.03 GDP per capita (PPP), 2002 64 3,602 73 3,701 (9) 3% 

1.05 1.04 
Change in GDP per capita relative to the 
United States, 1995 to 2002 64 0.11 39 0.11 25  0% 

1.04   
Real growth in GDP per capita, 1999 to 
2000 37 3.2       

1.06   
GDP per capita relative to the United 
States, 1992 64 0.1       

1.07   
Change in GDP per capita relative to the 
United States, 1992 to 2000 28 0.21       

1.08   Unemployment rate, 2000 52 11.8       

1.09   Employment to population ratio, 2000 68 25.7       

  Average 47  42  3 -1% 
 

Source: Unless otherwise indicated, Tables C.1 through C.26 are from the Global Competi-
tiveness Report, 2003 
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Table C.2: Macroeconomic Indicators for 2001 and 2003 
 

Number 2001 Data 2003 Data Changes 
2001 2003 

Variable Description 
Rank Value Rank Value Rank Value 

2.01 2.01 Recession Expectations 64 3.4 61 3.5 3  3% 

  2.02 Business costs of terrorism     89 3.8   

2.22 2.03 Extent of Distortive Government Subsidies 50 3.3 40 3.6 10  9% 

  2.04 Extent of Distortive Government interven-
tion 

    61 3.5   

2.07 2.05 Financial Market Sophistication 54 3.3 62 3.4 (8) 3% 

2.02 2.06 Soundness of Banks 45 4.8 88 4 (43) -17% 

2.08 2.07 Ease of Access to Loans 16 4.2 48 3.3 (32) -21% 

2.09 2.08 Venture Capital Availability 34 3.2 44 3.3 (10) 3% 

2.03 2.09 Access to Credit 67 3.1 78 3.6 (11) 16% 

  2.1 Government intervention in corporate 
investment 

    66 3.9   

2.16 2.11 Local Equity Market Access 27 5.8 66 4.4 (39) -24% 

  2.12 Regulation of securities exchanges     78 4.2   

  2.13 Effectiveness of bankruptcy law     67 3.9   

2.18 2.14 Hidden Trade Barriers 60 3.7 76 3.7 (16) 0% 

  2.15 Agricultural policy costs     40 3.8   

  2.16 Cost of importing foreign equipment     90 3.8   

2.23 2.17 Country Credit Rating, 2003 43 47.5 53 43.8 (10) -8% 

2.24 2.18 Government Surplus/Deficit, 2002 58 -3.8 73 -5.9 (15) 55% 

2.26 2.19 National Savings Rate, 2002 31 23.1 73 17.2 (42) -26% 

2.28 2.20 Inflation, 2002 28 2.8 40 2.5 (12) -11% 

2.29 2.21 Real Exchange Rate, 2002 71 84.7 61 120.6 10  42% 

2.30 2.22 Interest Rate Spread, 2002 20 3.7 35 4.5 (15) 22% 

2.04   Exchange Rate and Exports 55 3.6       

2.05   Expected Exchange Rate Volatility 71 2.8       

2.06   Exchange Rate Premium 65 1.82       

2.10   Access to Foreign Capital Markets 29 6.3       

2.11   Foreign Access to Local Capital Markets 12 6.8       

2.12   Perceived Interest Rate Gap 28 3.7       

2.13   Entry into Banking Industry 40 4.5       

2.14   Financial Regulation and Supervision 52 4.1       

2.15   Access to Bond Markets 47 3.5       

2.17   Sources of Investment Finance 6 4.3       

2.19   Permits to Export 22 2       

2.20   Composition of Public Spending 27 3.9       

       (cont’d) 
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Table C.2: Macroeconomic Indicators for 2001 and 2003 
 

Number 2001 Data 2003 Data Changes 
2001 2003 

Variable Description 
Rank Value Rank Value Rank Value 

2.21   Social Transfer Recipients 21 2.8       

2.25   Government Expenditure, 2000 32 31.5       

2.27   Investment Rate, 2000 43 21       

2.31   Average Tariff Rate (%), 2001 73 18.9       

2.32   Corporate Income Tax Rate, 2001 69 40       

2.33   Value Added Tax Rate 12 10       

  Average       
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Table C.3: Technology Innovation and Diffusion  
 

Number 2001 Data 2003 Data Changes 

2001 2003 
Variable Description 

Rank Value Rank Value Rank Value 

3.01 3.01 Technological Sophistication 58 3.2 52 3.6 6  13% 

3.03 3.02 Firm-Level Technology Absorption 68 3.9 71 4.5 (3) 15% 

3.04 3.03 FDI and Technology Transfer 26 5.3 57 4.7 (31) -11% 

  3.04 Prevalence of foreign technology licensing     64 4.5   

3.05 3.05 Quality of Scientific Research Institutions 45 4.3 60 3.8 (15) -12% 

3.06 3.06 Company Spending on Research and De-
velopment 

72 2.5 52 3.3 20  32% 

3.07 3.07 Subsides and tax credits for Firm-level 
Research and Development 

68 2.2 45 3.2 23  45% 

3.09 3.08 University / Industry Research Collabora-
tion 

56 3.3 54 3.2 2  -3% 

3.10 3.09 Government Procurement of Advanced 
Technology Products 

51 3.6 48 3.7 3  3% 

3.11 3.10 Availability of Scientists and Engineers 27 5.6       

  3.11 Availability of mobile or cellular tele-
phones 

    79 5.3   

4.03 3.12 Internet access in schools 62 2.3 42 3.9 20  70% 

4.07 3.13 Quality of competition in the ISP sector 36 5.2 33 4.7 3  -10% 

4.08 3.14 Government prioritization of ICT 7 5.6 42 4.6 (35) -18% 

4.09 3.15 Government success in ICT promotion 6 5.3 35 4 (29) -25% 

4.11 3.16 Laws relating to ICT 56 3.1 63 3.4 (7) 10% 

3.16 3.17 Utility Patents, 2002 57 0.1 64 0.07 (7) -30% 

3.19 3.18 Tertiary Enrolment 52 20.2 37 39 15  93% 

4.13 3.19 Cellular telephones, 2002 67 2.1 74 6.85 (7) 226% 

4.14 3.2 Internet users, 2002 61 70.9 74 228.51 (13) 222% 

4.15 3.21 Internet hosts, 2002 69 0.4 86 0.47 (17) 18% 

4.16 3.22 Telephone lines, 2002 61 8.6 61 11.32 0  32% 

4.17 3.23 Personal computers,2002 64 1.2 74 1.71 (10) 43% 

3.02   Firm-Level Innovation 61 4.8       

3.08   Tax Credits for Firm-Level R and D 63 2.3       

3.13   Women in the Economy 31 4.8       

3.14   Minorities in the Economy 6 5.5       

3.15   Research and Development Spending 50 0.22       

3.18   Secondary Enrolment 31 67.5       

3.2   Years of Schooling 50 5.5       

3.21   Mathematics Achievement   N/A       

3.22   Science of Achievement   N/A       

3.23   Skill-Based Exports 67 1.2       

  Average     (3) 0 
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Table C.4: Human Resources; Education, Health and Labor 
 

Number 2001 Data 2003 Data Changes 

2001 2003 Variable Description Rank Value Rank Value Rank Value 

  4.01 Quality of educational System     67 3   

  4.02 Quality of public schools     62 3.2   

  4.03 Quality of math and science education     66 3.6   

  4.04 Disparity in health care quality     51 2.7   

  4.05 Business impact of Malaria     70 5.6   

  4.06 Business impact of tuberculosis     71 5.2   

  4.07 Business impact of HIV / AIDS     52 5.3   

  4.08 Impact of HIV / AIDS on FDI     50 6.2   

3.12 4.09 Brain Drain 36 4 54 3.3 (18) -18% 

  4.1 Maternity leave legislation     59 5   

  4.11 Maternity laws' impact on hiring women     72 4.8   

  Average   61 4   

 

 

 
Table C.5: General Infrastructure 
 

Number 2001 Data 2003 Data Changes 

2001 2003 
Variable Description 

Rank Value Rank Value Rank Value 

5.01 5.01 Overall Infrastructure  Quality 35 4.2 43 3.9 (8) -7% 

5.05 5.02 Railroad Infrastructure  Development 24 4.5 46 3.3 (22) -27% 

5.06 5.03 Port Infrastructure Quality 35 4.4 49 3.9 (14) -11% 

5.07 5.04 Air Transport Infrastructure Quality 50 4.6 66 4 (16) -13% 

  5.05 Quality of electricity supply     56 4.4   

5.08 5.06 Telephone Infrastructure Quality 48 5.5 64 5.1 (16) -7% 

5.1 5.07 Postal Efficiency 28 7 50 4.4 (22) -37% 

5.02   Tap Water Safety 38 5.7       

5.03   Industrial Water Availability  35 6       

5.04   Road Infrastructure Quality 27 4.9       

5.09   Quality of Competition in Transportation 
Sector 

52 3.8       

5.11   Electricity Prices 19 4.6       

5.12   Quality of Public Schools 51 3.2       

5.13   Difference in Quality of Schools 54 2.1       

5.14   Difference in Quality of Healthcare 48 2.3       

5.15   Public Health Agencies 37 5.3       
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Table C.6: Public Institutions; Contracts and Laws 
 

Number 2001 Data 2003 Data Changes 

2001 2003 
Variable Description 

Rank Value Rank Value Rank Value 

6.01 6.01 Judicial Independence 27 5.2 59 3.7 (32) -29% 

  6.02 Efficiency of legal framework     62 3.4   

6.02 6.03 Property Rights 28 5.6 58 4.4 (30) -21% 

6.03 6.04 Intellectual Property Protection 34 4.1 44 3.7 (10) -10% 

  6.05 Freedom of press     90 3.8   

6.08 6.06 Burden of Regulation 68 2.5 49 2.8 19  12% 

  6.07 Transparency of government policymak-
ing 

    79 3.4   

6.04 6.08 Favoritism in Decisions of Government 
Officials 

25 3.8 26 3.8 (1) 0% 

6.10 6.09 Extent of Bureaucratic Red Tape 75 3.9 95 3.5 (20) -10% 

  6.10 Effectiveness of Law making bodies     40 3.7   

  6.11 Efficiency of the tax system     57 3   

  6.12 Centralization of economic policymaking     44 3   

  6.13 Reliability of police services     42 4.5   

  6.14 Business costs of crime & violence     44 4.7   

  6.15 Government effectiveness in reducing 
poverty 

    48 3.8   

  6.16 Government effectiveness in reducing 
income inequality 

    44 3.6   

6.12 6.17 Organized Crime 16 6 45 5.1 (29) -15% 

6.14 6.18 Informal sector 43 3.5 55 4.2 (12) 20% 

6.05   Government Commitments 37 4.9       

6.06   Competence of Public Officials 56 2.3       

6.07   Cost of Institutional Change 41 4.5       

6.09   Minimum Wage Enforcement 68 4       

6.11   Tax Evasion 37 3.1       

6.13   Unreported Profits & wages 39 2.2       

 

 

 



 

 63

 
Table C.7: Public Institutions; Corruption 
 

Number 2001 Data 2003 Data Changes 

2001 2003 Variable Description Rank Value Rank Value Rank Value 

7.01 7.01 Irregular Payments in Exports & Imports 52 3.9 54 4.4 (2) 13% 

  7.02 Irregular Payments in public utilities     84 3.8   

7.03 7.03 Irregular Payments in Tax Collection 36 5.1 66 4.2 (30) -18% 

7.04 7.04 Irregular Payments in Public Contracts 31 4.4 35 4.5 (4) 2% 

7.05 7.05 Irregular Payments in loan application 41 4.9 68 4.4 (27) -10% 

  7.06 Irregular Payments in government policymaking     44 4.3   

  7.07 Irregular Payments in judicial  decisions     43 4.8   

  7.08 Diversion of public Funds     39 3.9   

7.06 7.09 Business Costs of Corruption 58 3.8 40 4 18  5% 

7.07 7.10 Public Trust of Politicians 25 3.3 41 2.9 (16) -12% 

  7.11 Prevalence of illegal political donations     27 4.2   

  7.12 Policy consequences of legal political donations     41 3.9   

  7.13 Pervasiveness of money Laundering through banks     43 4.9   

  7.14 Pervasiveness of money Laundering through non-banks 
channels 

    39 4.3   

7.02   Irregular Payments in Government Procurement 63 4.1       

         

 

Table C.8: Domestic Competition 
 

Number 2001 Data 2003 Data Changes 

2001 2003 
Variable Description 

Rank Value Rank Value Rank Value 

8.01 8.01 Intensity of Local Competition 25 5.4 67 4.4 (42) -19% 

8.02 8.02 Extent of Locally Based Competitors 55 4 55 4.1 0  2% 

  8.03 Extent of market dominance     17 3.5   

  8.04 Sophistication of local buyers products 
and processes 

    69 4   

8.04 8.05 Administrative Burden for Start-Ups 33 4.5 61 3.7 (28) -18% 

8.07 8.06 Effectiveness of Anti-Trust Policy 57 3.4 58 3.6 (1) 6% 

  8.07 Prevalence of mergers and acquisitions     29 4.2   

  8.08 Private-sector employment of women     62 4.4   

  8.09 Wage equality of women in the work-
place 

    40 4.8   

  8.10 Regional disparities in quality of busi-
ness environment 

    38 3.6   

8.03   Entry into Local Markets 24 5.5       

8.05   Permits to Start a Firm 5 3       

8.06   Days to Start a Firm 54 60       
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Table C.9: Cluster Development 
 
Number 

Variable Description 
2001 Data 2003 Data Changes 

2001 2003  Rank Value Rank Value Rank Value 

9.01 9.01 Buyer Sophistication 63 3.3 71 3.3 (8) 0% 

9.02 9.02 Local Supplier Quantity  65 4.5 67 4.4 (2) -2% 

9.03 9.03 Local Supplier Quality 73 3.3 60 4 13  21% 

9.04 9.04 Presence of Demanding Regulatory Stan-
dards 

54 3.9 54 3.9 0  0% 

9.05 9.05 Decentralization of Corporate Activity 55 3.4 47 3.9 8  15% 

9.06 9.06 State of Cluster Development 75 2.2 26 3.9 49  77% 

9.07 9.07 Extent of Collaboration among clusters 52 3.6 33 4 19  11% 

9.08 9.08 Local Availability of Components & parts 69 2.6 24 3.9 45  50% 

9.09 9.09 Local Availability of Process Machinery 44 2.7 29 3.3 15  22% 

9.10 9.10 Local Availability of Specialized Research & 
Training Services 

55 3.9 58 3.9 (3) 0% 

9.11   Local Availability of Information Technology 
Services 

63 4.1       

  Average     14 0 
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Table C.10: Company Operations and Strategy 
 
Number 2001 Data 2003 Data Changes 

2001 2003 
Variable Description 

Rank Value Rank Value Rank Value 

10.01 10.01 Nature of Competitive Advantage 65 2.5 33 3.5 32  40% 

10.02 10.02 Value Chain Presence 32 4 33 4.1 (1) 2% 

10.03 10.03 Extent of Branding 46 3.7 40 3.5 6  -5% 

10.04 10.04 Capacity for Innovation 48 3.3 44 3.4 4  3% 

  10.05 Ethical behavior of firms     62 4   

10.06 10.06 Production Process Sophistication 46 4.3 44 3.8 2  -12% 

10.07 10.07 Extent of Marketing 57 3.9 65 3.8 (8) -3% 

10.08 10.08 Degree of Customer Orientation 64 4.1 37 4.8 27  17% 

10.09 10.09 Control of International Distribution 32 4.2 29 4.2 3  0% 

10.10 10.10 Extent of Regional Sales 39 5.2 71 3.7 (32) -29% 

10.11 10.11 Breadth of International Markets 36 4.1 57 3.4 (21) -17% 

10.12 10.12 Extent of Staff Training  45 3.8 66 3.4 (21) -11% 

10.13 10.13 Willingness to Delegate Authority 41 3.8 61 3.3 (20) -13% 

10.14 10.14 Extent of Incentive Compensation 22 4.8 65 3.5 (43) -27% 

10.15 10.15 Reliance on Professional Management 38 4.7 70 4.1 (32) -13% 

10.16 10.16 Quality of Management Schools 55 3.8 75 3.5 (20) -8% 

10.17 10.17 Efficacy of Corporate Boards 52 3.7 56 4.3 (4) 16% 

10.19 10.18 Hiring and Firing Practices 57 2.8 45 3.7 12  32% 

  10.19 Flexibility of wage determination     42 5.2   

10.21 10.20 Cooperation in Labor-Employer  Rela-
tions 

19 5.1 49 4.3 (30) -16% 

10.23 10.21 Pay and Productivity 48 3.8 49 3.9 (1) 3% 

  10.22 Charitable causes involvement     43 4.9   

  10.23 Company promotion of volunteerism     47 3.2   

  10.24 Protection of minority shareholders' 
interests 

    43 4.6   

  10.25 Availability of company financial in-
formation 

    50 4.6   

  10.26 Foreign ownership restrictions     70 4.7   

  10.27 Strength of auditing and accounting 
standards 

    68 4.5   

10.05   Uniqueness of Product Designs 49 3.7       

10.18   Internet Effects on Business 61 3.3       

10.20   Employment Rules 40 3.4       

10.22   Union Contributions to Productivity 25 4.2       
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Table C.11: Environment 
 
Number 2001 Data 2003 Data Changes 

2001 2003 Variable Description Rank Value Rank Value Rank Value 

11.01 11.01 Air Pollution Regulations 57 2.9 55 3.3 2  14% 

11.02 11.02 Water Pollution Regulations 47 3.7 54 3.5 (7) -5% 

11.03 11.03 Toxic Waste Disposal Regulations 41 3.8 54 3.5 (13) -8% 

11.04 11.04 Chemical Waste Regulations 43 3.8 61 3.3 (18) -13% 

11.06 11.05 Stringency of Environmental Regulations 41 4 53 3.7 (12) -8% 

  11.06 Compliance with environmental regulations     49 3.5   

11.09 11.07 Compliance with International Agreements 38 4.4 66 3.9 (28) -11% 

11.10 11.08 Clarity and Stability of Regulations 21 4.8 67 3.7 (46) -23% 

11.11 11.09 Flexibility of Regulations 10 4.5 63 3.7 (53) -18% 

11.12 11.10 Consistency of Regulation Enforcement 39 3.8 60 3.6 (21) -5% 

11.13 11.11 Effects of Compliance on Business 12 5 60 4.3 (48) -14% 

11.14 11.12 Political Context of Environmental Gains 66 3.4 84 3.7 (18) 9% 

11.15 11.13 Prevalence of Environmental Management Systems 28 3.7 43 3.7 (15) 0% 

11.05   Regulation of Genetically Modified Organisms 
(GMOs) 

32 3.8       

11.07   Subsides for Energy or Materials 56 4       

11.08   Leadership of Environmental Policy 45 3.3       

  Average     (23) 0 
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Table C.12: Growth Competitiveness Index Components for 2003 
 
Growth Competitiveness Index (GCI)   Macroeconomic Environment Index 
Country Rank  Country Rank   Country Rank  Country Rank 
Finland 1  Bulgaria 64   Singapore 1  Indonesia 64 
United States 2  Turkey 65   Finland 2  Sri Lanka 65 
Sweden 3  Philippines 66   Luxembourg 3  Colombia 66 
Denmark 4  Jamaica 67   Norway 4  Senegal 67 
Taiwan 5  Sri Lanka 68   Denmark 5  Ghana 68 
Singapore 6  Tanzania 69   Switzerland 6  Dominican Republic 69 
Switzerland 7  Russian Federation 70   Australia 7  Ukraine 70 
Iceland 8  Ghana 71   Sweden 8  Uganda 71 
Norway 9  Indonesia 72   Netherlands 9  Bangladesh 72 
Australia 10  Pakistan 73   Austria 10  Bulgaria 73 
Japan 11  Algeria 74   Canada 11  Nigeria 74 
Netherlands 12  Romania 75   United Kingdom 12  Brazil 75 
Germany 13  Malawi 76   New Zealand 13  Tanzania 76 
New Zealand 14  Serbia 77   United States 14  Kenya 77 
United Kingdom 15  Argentina 78   Hong Kong 15  Cameroon 78 
Canada 16  Senegal 79   Iceland 16  Madagascar 79 
Austria 17  Uganda 80   Spain 17  Macedonia 80 
Korea 18  Macedonia 81   Taiwan 18  Romania 81 
Malta 19  Venezuela 82   Belgium 19  Turkey 82 
Israel 20  Kenya 83   France 20  Bolivia 83 
Luxembourg 21  Ukraine 84   Germany 21  Ethiopia 84 
Estonia 22  Bolivia 85   Ireland 22  Guatemala 85 
Spain 23  Ecuador 86   Korea 23  Jamaica 86 
Hong Kong 24  Nigeria 87   Japan 24  Serbia 87 
Portugal 25  Zambia 88   China 25  Honduras 88 
France 26  Guatemala 89   Thailand 26  Uruguay 89 
Belgium 27  Nicaragua 90   Malaysia 27  Ecuador 90 
Chile 28  Cameroon 91   Italy 28  Mali 91 
Malaysia 29  Ethiopia 92   Malta 29  Paraguay 92 
Ireland 30  Mozambique 93   Botswana 30  Argentina 93 
Slovenia 31  Honduras 94   Portugal 31  Venezuela 94 
Thailand 32  Paraguay 95   Tunisia 32  Mozambique 95 
Hungary 33  Madagascar 96   Greece 33  Chad 96 
Jordan 34  Zimbabwe 97   Estonia 34  Zambia 97 
Greece 35  Bangladesh 98   Chile 35  Malawi 98 
Botswana 36  Mali 99   Latvia 36  Haiti 99 
Latvia 37  Angola 100   Slovenia 37  Nicaragua 100 
Tunisia 38  Chad 101   Hungary 38  Angola 101 
Czech Republic 39  Haiti 102   Czech Republic 39  Zimbabwe 102 
Lithuania 40      South Africa 40    
Italy 41      Lithuania 41    
South Africa 42      Jordan 42    
Slovak Republic 43      Morocco 43    
China 44      Israel 44    
Poland 45      Vietnam 45    
Mauritius 46      Gambia 46    
Mexico 47      Trinidad and Tobago 47    
El Salvador 48      El Salvador 48    
Trinidad and Tobago 49      Poland 49    
Uruguay 50      Slovak Republic 50    
Costa Rica 51      Algeria 51    
Namibia 52      India 52    
Croatia 53      Namibia 53    
Brazil 54      Mexico 54    
Gambia 55      Croatia 55    
India 56      Egypt 56    
Peru 57      Mauritius 57    
Egypt 58      Peru 58    
Panama 59      Panama 59    
Vietnam 60      Philippines 60    
Morocco 61      Russian Federation 61    
Dominican Republic 62      Pakistan 62    
Colombia 63      Costa Rica 63    

(cont’d.)      (cont’d.)    
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Table C.13: Growth Competitiveness Index Components for 2003 
 
Public Institutions Index   Technology Index 
Country Rank  Country Rank   Country Rank  Country Rank 
Denmark 1  Dominican Republic 64   United States 1  India 64 
Finland 2  Ghana 65   Finland 2  China 65 
Iceland 3  Algeria 66   Taiwan 3  Serbia 66 
Australia 4  Croatia 67   Sweden 4  El Salvador 67 
New Zealand 5  Morocco 68   Japan 5  Egypt 68 
Singapore 6  Zambia 69   Korea 6  Russian Federation 69 
Sweden 7  Jamaica 70   Switzerland 7  Macedonia 70 
Switzerland 8  Panama 71   Denmark 8  Morocco 71 
Germany 9  Sri Lanka 72   Israel 9  Sri Lanka 72 
Hong Kong 10  Ethiopia 73   Estonia 10  Vietnam 73 
Netherlands 11  Pakistan 74   Canada 11  Kenya 74 
United Kingdom 12  Senegal 75   Singapore 12  Zimbabwe 75 
Luxemburg 13  Indonesia 76   Norway 13  Ecuador 76 
Austria 14  Serbia 77   Germany 14  Uganda 77 
Israel 15  Nicaragua 78   Iceland 15  Indonesia 78 
Norway 16  Bolivia 79   United Kingdom 16  Guatemala 79 
United States 17  Ecuador 80   Malta 17  Gambia 80 
Malta 18  Russian Federation 81   Netherlands 18  Tanzania 81 
Chile 19  Mozambique 82   Australia 19  Nigeria 82 
Jordan 20  Mali 83   Malaysia 20  Pakistan 83 
Taiwan 21  Uganda 84   Czech Republic 21  Ukraine 84 
Portugal 22  Philippines 85   Portugal 22  Nicaragua 85 
France 23  Romania 86   New Zealand 23  Ghana 86 
Canada 24  Guatemala 87   Slovenia 24  Honduras 87 
Ireland 25  Argentina 88   Spain 25  Bolivia 88 
Botswana 26  Venezuela 89   Latvia 26  Senegal 89 
Belgium 27  Zimbabwe 90   Austria 27  Zambia 90 
Estonia 28  Angola 91   France 28  Paraguay 91 
Uruguay 29  Kenya 92   Belgium 29  Mozambique 92 
Japan 30  Macedonia 93   Greece 30  Cameroon 93 
Spain 31  Ukraine 94   Chile 31  Malawi 94 
Tunisia 32  Cameroon 95   Hungary 32  Bangladesh 95 
Hungary 33  Madagascar 96   Slovak Republic 33  Algeria 96 
Malaysia 34  Paraguay 97   Poland 34  Madagascar 97 
Slovenia 35  Nigeria 98   Brazil 35  Angola 98 
Korea 36  Honduras 99   Lithuania 36  Mali 99 
Thailand 37  Bangladesh 100   Hong Kong 37  Ethiopia 100 
Malawi 38  Chad 101   Ireland 38  Haiti 101 
Gambia 39  Haiti 102   Thailand 39  Chad 102 
El Salvador 40      South Africa 40    
Lithuania 41      Croatia 41    
Greece 42      Luxemburg 42    
South Africa 43      Mexico 43    
Mauritius 44      Italy 44    
Latvia 45      Argentina 45    
Italy 46      Costa Rica 46    
Czech Republic 47      Trinidad and Tobago 47    
Namibia 48      Jordan 48    
Costa Rica 49      Mauritius 49    
Mexico  50      Panama 50    
Slovak Republic 51      Uruguay 51    
China 52      Dominican Republic 52    
Brazil 53      Jamaica 53    
Peru 54      Turkey 54    
India 55      Romania 55    
Trinidad and Tobago 56      Philippines 56    
Egypt 57      Tunisia 57    
Poland 58      Venezuela 58    
Tanzania 59      Botswana 59    
Colombia 60      Colombia 60    
Vietnam 61      Peru 61    
Bulgaria 62      Namibia 62    
Turkey 63      Bulgaria 63    

(cont’d.)      (cont’d.)    
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Table C.1 4: GCI Comparison for the Years 2000, 2001, 2002 and 2003 
 
 GCI Ranking for the Years    GCI Ranking for the Years 

Country 
2000 
Rank 

2001 
Rank 

2002 
Rank 

2003 
Rank 

  

Country 
2000 
Rank 

2001 
Rank 

2002 
Rank 

2003 
Rank 

Finland 5 1 1 1   Bulgaria 57 59 58 64 
United States 1 2 2 2   Turkey 39 54 65 65 
Sweden 12 9 3 3   Philippines 36 48 63 66 
Denmark 13 14 4 4   Jamaica  52 57 67 
Taiwan 10 7 6 5   Sri Lanka  61 59 68 
Singapore 2 4 7 6   Tanzania    69 
Switzerland 9 15 5 7   Russia 54 63 66 70 
Iceland 23 16 12 8   Ghana    71 
Norway 15 6 8 9   Indonesia 43 64 69 72 
Australia 11 5 10 10   Pakistan    73 
Japan  20 21 16 11   Algeria    74 
Netherlands 3 8 13 12   Romania  56 67 75 
Germany 14 17 14 13   Malawi    76 
New Zealand 19 10 15 14   Serbia    77 
United Kingdom 8 12 11 15   Argentina 44 49 64 78 
Canada 6 3 9 16   Senegal    79 
Austria 17 18 18 17   Uganda    80 
Korea 28 23 25 18   Macedonia, FYR    81 
Malta    19   Venezuela 53 62 68 82 
Israel 18 24 17 20   Kenya    83 
Luxembourg    21   Ukraine 56 69 74 84 
Estonia  29 27 22   Bolivia 50 67 71 85 
Spain 26 22 20 23   Ecuador 58 68 73 86 
Hong Kong SAR 7 13 22 24   Nigeria  74 72 87 
Portugal 22 25 19 25   Zambia    88 
France 21 20 28 26   Guatemala  66 75 89 
Belgium 16 19 21 27   Nicaragua  73 70 90 
Chile 27 27 24 28   Cameroon    91 
Malaysia 24 30 30 29   Ethiopia    92 
Ireland 4 11 23 30   Mozambique    93 
Slovenia  31 26 31   Honduras  70 78 94 
Thailand 30 33 37 32   Paraguay  72 76 95 
Hungary 25 28 29 33   Madagascar    96 
Jordan 46 45 44 34   Zimbabwe 55 75 79 97 
Greece 33 36 31 35   Bangladesh  71 77 98 
Botswana   35 36   Mali    99 
Latvia  47 43 37   Angola    100 
Tunisia   32 38   Chad    101 
Czech Republic 31 37 36 39   Haiti   80 102 
Lithuania  43 39 40        
Italy 29 26 33 41        
South Africa 32 34 34 42        
Slovak Republic 38 40 46 43        
China 40 39 38 44        
Poland 34 41 50 45        
Mauritius 35 32 41 46        
Mexico 42 42 53 47        
El Salvador 49 58 60 48        
Trinidad and Tobago  38 42 49        
Uruguay  46 40 50        
Costa Rica 37 35 49 51        
Namibia   47 52        
Croatia   48 53        
Brazil 45 44 45 54        
Gambia    55        
India 48 57 54 56        
Peru 47 55 55 57        
Egypt 41 51  58        
Panama  53 51 59        
Vietnam 52 60 62 60        
Morocco   52 61        
Dominican Republic  50 56 62        
Colombia 51 65 61 63        
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Table C.15: Comparison of GCI 
among Middle East Countries 
 
Country 2000 2001 2002 2003 

Israel 18 24 17 20 

Jordan 46 45 44 34 

Tunisia     32 38 

Egypt 41 51   58 

Morocco     52 61 

Turkey 39 54 65 65 

Algeria       74 
 

Source: Compiled from GCR tables by 
ENCC's Technical Committee. 
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Table C.16: The Business Competitiveness Index rankings for 2003 
 

Country 

BCI  
ranking  

2003 

Company  
operations  

and strategy  
ranking, 

 2003 

Quality of  
the national  

business  
environment  

ranking, 2003 

2002  
GDP  

per capita  
rank 

2002  
GDP per 
 capita  
(PPP) 

 adjusted 
Finland 1 4 1 15 25,859 

United States 2 2 2 2 35,158 

Sweden 3 3 5 19 25,315 

Denmark 4 7 3 3 29,975 

Germany 5 1 9 12 26,324 

United Kingdom 6 8 6 16 25,672 

Switzerland 7 5 8 7 28,359 

Singapore 8 12 4 21 23,393 

Netherlands 9 10 11 10 28,359 

France 10 9 14 14 26,151 

Australia 11 18 7 8 27,756 

Canada 12 14 10 5 28,699 

Japan 13 6 20 17 25,650 

Iceland 14 15 12 4 29,614 

Belgium 15 11 17 11 26,695 

Taiwan 16 16 16 29 23,420 

Austria 17 13 18 6 28,611 

New Zealand 18 23 13 23 20,455 

Hong Kong SAR 19 22 15 13 26235 
Israel 20 20 19 24 19,382 

Ireland 21 17 22 9 27,642 

Norway 22 21 21 1 36,047 

Korea 23 19 25 29 16,465 

Italy 24 24 23 18 25,570 

Spain 25 25 26 22 20,697 

Malaysia 26 2 24 44 8,922 

South Africa 27 28 28 38 10,132 

Estonia 28 36 27 34 11,712 

Latvia 29 29 31 43 8,965 

Slovenia 30 27 34 27 17,748 

Thailand 31 31 32 51 6,788 

Chile 32 34 30 41 9,561 

Tunisia 33 38 29 52 6,579 

Brazil 34 30 39 49 7,516 

     (cont’d) 



 

 73

 
Table C. 16: The Business Competitiveness Index rankings for 2003 
 

Country 

BCI  
ranking  

2003 

Company  
operations  

and strategy  
ranking, 

 2003 

Quality of  
the national  

business  
environment  

ranking, 2003 

2002  
GDP  

per capita  
rank 

2002  
GDP per 
 capita  
(PPP) 

 adjusted 
Czech Republic 

35 
33 38 30 15,148 

Portugal 36 46 33 26 17,808 

India 
37 

40 36 77 2571 
Hungary 38 45 37 31 13,129 

Greece 39 39 40 25 18,184 

Lithuania 40 41 41 39 10,015 

Jordan 41 59 35 67 4,106 

Malta 42 47 42 28 17,344 

Slovak Republic 43 44 43 32 12,426 

Mauritius 45 35 46 36 10,530 

Costa Rica 45 32 47 46 8,740 

China 46 42 44 65 4,475 

Poland 47 43 45 37 10,187 

Mexico 48 37 51 45 8,707 

Morocco 49 49 49 71 3,767 

Vietnam 50 53 48 81 2,240 

Colombia 51 50 54 58 6,068 

Turkey 52 51 55 57 6,176 

Trinidad and Tobago 53 54 53 42 9,114 

Botswana 54 67 50 47 8,244 

Namibia 55 64 52 53 6410 
Jamaica 56 56 56 70 3,774 

Sri Lanka 57 52 59 73 3,447 

Egypt 58 55 62 72 3,701 

Panama 59 60 60 59 5,972 

Indonesia 60 62 61 76 3,138 

Dominican Republic 61 57 63 56 6,197 

Croatia 62 65 58 40 9,967 

Ghana 63 66 57 83 2,050 

El Salvador 64 58 65 64 4,675 

Philippines 65 48 74 68 4,021 

Russian Federation 66 69 64 48 7,926 

Kenya 67 6 72 94 992 

Tanzania 68 68 67 101 557 
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Table C. 16: The Business Competitiveness Index rankings for 2003 
 
 

Country 

BCI  
ranking  

2003 

Company  
operations  

and strategy  
ranking, 

 2003 

Quality of  
the national  

business  
environment  

ranking, 2003 

2002  
GDP  

per capita  
rank 

2002  
GDP per 
 capita  
(PPP) 

 adjusted 
Argentina 

69 63 73 35 10,594 
Gambia 

70 80 66 87 1,723 
Uruguay 

71 77 68 33 12,118 
Malawi 

72 71 76 100 586 
Ukraine 

73 72 77 63 4,714 
Uganda 

74 78 69 71 1,354 
Pakistan 

75 81 70 84 2,014 
Romania 

76 84 71 54 6,326 
Bulgaria 

77 85 75 50 6,909 
Zimbabwe 

78 70 81 85 1,993 

Serbia 79 75 79 50 6909 
Nigeria 

80 73 80 96 851 
Peru 

81 83 78 62 4,924 
Macedonia 

82 79 83 55 6,262 
Cameroon 

83 86 82 88 1,712 
Zambia 

84 82 85 97 806 
Venezuela 

85 74 87 61 5,226 
Guatemala 

86 76 88 69 3,927 
Senegal 

87 94 84 90 1,535 
Algeria 

88 93 86 60 5,536 
Ecuador 

89 87 92 74 3,357 
Madagascar 

90 88 90 98 735 
Bangladesh 

91 91 91 86 1,736 
Mali 

92 98 89 95 878 
Mozambique 

93 90 95 92 1,237 
Nicaragua 

94 92 93 79 2,510 
Honduras 

95 89 96 78 2,520 
Ethiopia 

96 96 94 99 724 
Paraguay 

97 95 98 66 4,419 
Bolivia 

98 97 97 80 2,360 
Chad 

99 99 99 93 1,008 
Haiti 

100 101 100 89 1,578 

Angola 101 100 101 82 2,053 
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Algeria Morocco Tunisia Egypt Jordan Israel  

2003 2003 2003 2003 2003 2003 

74 61 38 58 34 20 

 
 
Growth Competitiveness Index 

51 43 32 56 42 44 Macro Eco Sub Index 

5 37  63 39 77 Macro Eco Stability 

3 38  59 32 67 Hard Data 

51 28  74 41 97 Survey Data 

67 44  45 18 19 Governemnt Waste 

68 50  53 59 39 Credit Rating 

66 68 32 57 20 15 Public Institutions Sub index 

59 55  47 15 19 Contracts  &Law  

72 85  67 33 14 Corporations 

96 71 57 68 48 9 Technology Sub index 

74 71  39 47 6 Innovative 

68 74  37 52 7 Hard Data 

88 49  56 51 5 Survey Data 

91 71  69 46 21 ICT 

85 75  76 57 21 Hard Data 

96 66  40 25 16 Survey Data 

76 40  44 28  Technology Transfer 
 
Source: Compiled from GCR tables by ENCC's Technical Committee. 
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Table C.20: MENA Rankings 

Israel Jordan Egypt Tunisia Morocco Algeria 
 

2002 2003 2002 2003 2002 2003 2002 2003 2002 2003 2002 2003 

Business Competi-
tiveness Index 18 20 53 41 NA 58 32 33 48 49 NA 88 

Company & Opera-
tions Strategy 20 59 56 38 49 93 

Quality of the Na-
tional Business Envi-
ronment 

19 35 62 29 49 86 

Source: Compiled from GCR tables by ENCC's Technical Committee. 
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Table C.18: BCI comparison for the years 1998-2003 
 

Business Competitiveness Index Ranking for the year 

Country 1998 1999 2000 2001 2002 2003 

Finland 2 2 1 1 2 1 

United States 1 1 2 2 1 2 

Sweden 7 4 7 6 6 3 

Denmark 8 7 6 8 8 4 

Germany 4 6 3 4 4 5 

United Kingdom 5 10 8 7 3 6 

Switzerland 9 5 5 5 5 7 

Singapore 10 12 9 9 9 8 

Netherlands 3 3 4 3 7 9 

France 11 9 15 13 15 10 

Australia 15 13 10 14 14 11 

Canada 6 8 11 12 10 12 

Japan  18 14 14 10 11 13 

Iceland 24 22 17 16 17 14 

Belgium 19 15 12 15 13 15 

Taiwan 20 19 21 21 16 16 

Austria 16 11 13 11 12 17 

New Zealand 17 16 19 20 22 18 

Hong Kong SAR 12 21 16 18 19 19 

Israel 21 20 18 17 18 20 

Ireland 13 17 22 22 20 21 

Norway 14 18 20 19 21 22 

Korea 28 28 27 26 23 23 

Italy 26 25 24 23 24 24 

Spain 22 23 23 24 25 25 

Malaysia 27 27 30 37 26 26 

South Africa 25 26 25 25 29 27 

Estonia       28 30 28 

Latvia    41 45 29 

Slovenia       32 27 30 

Thailand 37 39 40 38 35 31 

Chile 23 24 26 29 31 32 

Tunisia     32 33 

Brazil 35 35 31 30 33 34 

Czech Republic 30 41 34 34 34 35 

Portugal 33 29 28 33 36 36 

      (cont’d) 
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Table 18: BCI comparison for the years 1998-2003 
 

Business Competitiveness Index Ranking for the year 

Country 1998 1999 2000 2001 2002 2003 

India 44 42 37 36 37 37 

Hungary 31 33 32 27 28 38 

Greece 38 36 33 46 43 39 

Lithuania       50 40 40 

Jordan 32 32 35 47 53 41 

Malta           42 

Slovak Republic 36 48 36 40 42 43 

Mauritius   30 38 51 49 44 

Costa Rica  38 43 48 39 45 

China 42 49 44 43 38 46 

Poland 41 37 41 42 46 47 

Mexico 39 34 42 52 55 48 

Morocco     48 49 

Vietnam 43 50 53 62 60 50 

Colombia 49 52 48 57 56 51 

Turkey 29 31 29 35 54 52 

Trinidad and Tobago    31 44 53 

Botswana         57 54 

Namibia     51 55 

Jamaica       39 59 56 

Sri Lanka    58 47 57 

Egypt 40 43 39 40   58 

Panama    49 50 59 

Indonesia 51 53 47 55 64 60 

Dominican Republic    60 41 61 

Croatia         52 62 

Ghana      63 

El Salvador   47 51 64 63 64 

Philippines 45 44 46 53 61 65 

Russia 46 55 52 56 58 66 

Kenya      67 

Tanzania           68 

Argentina 34 40 45 54 65 69 

Gambia           70 

Uruguay    45 62 71 

Malawi           72 

      (cont’d) 
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Table C.18: BCI comparison for the years 1998-2003 
 

Business Competitiveness Index Ranking for the year 

Country 1998 1999 2000 2001 2002 2003 

Ukraine 52 56 56 59 69 73 

Uganda           74 

Pakistan      75 

Romania       61 67 76 

Bulgaria  54 55 68 68 77 

Zimbabwe 48 45 50 65 70 78 

Serbia      79 

Nigeria       66 71 80 

Peru 47 46 49 63 66 81 

Macedonia           82 

Cameroon      83 

Zambia           84 

Venezuela 50 51 54 67 72 85 

Guatemala       69 73 86 

Senegal      87 

Algeria           88 

Ecuador  57 57 72 77 89 

Madagascar           90 

Bangladesh    73 74 91 

Mali           92 

Mozambique      93 

Nicaragua       71 75 94 

Honduras    74 78 95 

Ethiopia           96 

Paraguay    70 76 97 

Bolivia   58 58 75 79 98 

Chad      99 

Haiti         80 100 

Angola      101 
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Table C.19: Comparison of BCI among Middle East Countries 
 

Country 1998 1999 2000 2001 2002 2003 

Israel 21 20 18 17 18 20 

Tunisia         32 33 

Jordan 32 32 35 47 53 41 

Morocco         48 49 

Turkey 29 31 29 35 54 52 

Egypt 40 43 39 40   58 

Algeria           83 

 

Source: Compiled from GCR tables by ENCC's Technical Committee. 
 

 

 
Table C.20: MENA Rankings 
 

Algeria Morocco Tunisia Egypt Jordan Israel  

2002 2003 2002 2003 2002 2003 2002 2003 2002 2003 2002 2003  

 88 48 49 32 33  58 53 41 18 20 
Business 
Competitiveness 
Index 

93 49 38 56 59 20 
Company 

Operations  &
Strategy 

86 49 29 62 35 19 

Quality of the 
National 
Business 
Environment 

Source: Compiled from GCR tables by ENCC's Technical Committee. 
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Table C.21:  The Networked Readiness Index Rankings 

Country Score NRI 
Rank   Country Score NRI 

Rank   Country Score NRI 
Rank 

United States 5.50 1   Latvia 3.74 35   Philippines 3.10 69 

Singapore 5.40 2   Hungary 3.74 36   Peru 3.09 70 

Finland 5.23 3   South Africa 3.72 37   Tanzania 3.09 71 

Sweden 5.20 4   Thailand 3.72 38   Venezuela 3.09 72 

Denmark 5.19 5   Brazil 3.67 39   Indonesia 3.06 73 

Canada 5.07 6   Tunisia 3.67 40   Ghana 3.06 74 

Switzerland 5.06 7   Slovak Republic 3.66 41   Macedonia 3.05 75 

Norway 5.03 8   Lithuania 3.63 42   Pakistan 3.03 76 

Australia 4.88 9   Mauritius 3.62 43   Serbia 2.98 77 

Iceland 4.88 10   Mexico 3.57 44   Ukraine 2.96 78 

Germany 4.85 11   India 3.54 45   Nigeria 2.92 79 

Japan 4.80 12   Jordan 3.53 46   Uganda 2.90 80 

Netherlands 4.79 13   Poland 3.51 47   Senegal 2.90 81 

Luxemburg 4.76 14   Croatia 3.48 48   Gambia 2.85 82 

United Kingdom 4.68 15   Costa Rica 3.45 49   Cameroon 2.82 83 

Israel 4.64 16   Argentina 3.45 50   Kenya 2.81 84 

Taiwan 4.62 17   China 3.38 51   Zambia 2.80 85 

Hong Kong SAR 4.61 18   Trinidad and 
Tobago 

3.37 52   Guatemala 2.76 86 

France 4.60 19   Jamaica 3.36 53   Algeria 2.75 87 

Korea 4.56 20   Uruguay 3.35 54   Malawi 2.71 88 

Austria 4.56 21   Botswana 3.34 55   Ecuador 2.68 89 

Ireland 4.55 22   Turkey 3.32 56   Bolivia 2.66 90 

New Zealand 4.48 23   Dominican 
Republic 

3.32 57   Paraguay 2.62 91 

Belgium 4.43 24   Panama 3.31 58   Madagascar 2.60 92 

Estonia 4.25 25   Namibia 3.28 59   Bangladesh 2.57 93 

Malaysia 4.19 26   Colombia 3.28 60   Nicaragua 2.56 94 

Malta 4.15 27   Romania 3.26 61   Zimbabwe 2.53 95 

Italy 4.07 28   El Salvador 3.22 62   Mali 2.52 96 

Spain 4.01 29   Russian Fed-
eration 

3.19 63   Mozambique 2.51 97 

Slovenia 3.99 30   Morocco 3.19 64   Honduras 2.41 98 

Portugal 3.94 32   Egypt 3.19 65   Angola 2.41 99 

Chile 3.94 32   Sri Lanka 3.15 66   Haiti 2.32 100 

Czech Republic 3.80 33   Bulgaria 3.15 67   Ethiopia 2.13 101 

Greece 3.76 34   Vietnam 3.13 68   Chad 2.09 102 
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Table C.22:  The Networked Readiness Component Indices 

Environment Component Index 
Country Score Rank   Country Score Rank   Country Score Rank 

United States 5.17 1   Brazil 3.6 35   Bulgaria 2.88 69 

Singapore 5.12 2   Tunisia 3.63 36   Gambia 2.85 70 

Finland 4.98 3   Namibia 3.62 37   Peru 2.83 71 

Switzerland 4.93 4   Latvia 3.61 38   Nigeria 2.8 72 

Iceland 4.84 5   Slovenia 3.60 39   Russian Fed-
eration 

2.82 73 

Sweden 4.72 6   Hungary 3.60 40   Vietnam 2.80 74 

Canada 4.67 7   Thailand 3.57 41   Romania 2.80 75 

Taiwan 4.66 8   Jordan 3.56 42   Pakistan 2.80 76 

Luxembourg 4.64 9   Botswana 3.49 43   Senegal 2.79 77 

Denmark 4.61 10   India 3.45 44   Uganda 2.79 78 

Hong Kong SAR 4.56 11   Lithuania 3.41 45   Serbia 2.78 79 

Australia 4.56 12   Costa Rica 3.37 46   Mali 2.77 80 

Israel 4.54 13   Mexico 3.36 47   Venezuela 2.75 81 

United Kingdom 4.52 14   Mauritius 3.36 48   Philippines 2.67 82 

Netherlands 4.46 15   Trinidad and 
Tobago 

3.36 49   Cameroon 2.62 83 

Norway 4.45 16   Poland 3.31 50   Guatemala 2.61 84 

Germany 4.42 17   Slovak Republic 3.30 51   Bolivia 2.60 85 

New Zealand 4.37 18   Uruguay 3.25 52   Zambia 2.59 86 

Japan 4.34 19   Panama 3.24 53   Madagascar 2.59 87 

Korea 4.34 20   Dominican 
Republic 

3.23 54   Malawi 2.58 88 

United Austria 4.30 21   Croatia 3.22 55   Bangladesh 2.57 89 

Ireland 4.28 22   Jamaica 3.20 56   Ecuador 2.57 90 

France 4.27 23   Argentina 3.15 57   Kenya 2.55 91 

Belgium 4.11 24   Turkey 3.14 58   Paraguay 2.53 92 

Estonia 4.00 25   Macedonia 3.22 59   Ukraine 2.53 93 

Malaysia 3.95 26   Egypt 3.08 60   Algeria 2.48 94 

Portugal 3.89 27   Morocco 3.07 61   Mozambique 2.44 95 

Italy 3.89 28   El Salvador 3.07 62   Honduras 2.29 96 

Malta 3.87 29   China 3.03 63   Zimbabwe 2.29 97 

Spain 3.86 30   Colombia 3.02 64   Nicaragua 2.23 98 

Chile 3.85 32   Tanzania 3.01 65   Chad 2.19 99 

Greece 3.76 32   Sri Lanka 2.99 66   Haiti 2.19 100 

South Africa 3.68 33   Ghana 2.97 67   Angola 2.00 101 

Czech Republic 3.66 34   Indonesia 2.92 68   Ethiopia 1.99 102 
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Table C.23:  The Networked Readiness Component Indices 

Usage Component Index 
Country Score Rank   Country Score Rank   Country Score Rank 

Finland 6.07 1   Portugal 4.65 35   Indonesia 3.91 69 

Sweden 5.95 2   Latvia 4.63 36   Morocco 3.87 70 

United States 5.95 3   Thailand 4.59 37   Egypt 3.86 71 

Singapore 5.85 4   Hungary 4.53 38   Philippines 3.84 72 

Denmark 5.81 5   Greece 4.50 39   Namibia 3.81 73 

Norway 5.71 6   Brazil 4.49 40   Ghana 3.81 74 

France 5.66 7   Mauritius 4.47 41   Macedonia 3.80 75 

Canada 5.66 8   Tunisia 4.47 42   Tanzania 3.70 76 

Australia 5.56 9   Poland 4.44 43   Serbia 3.70 77 

United Kingdom 5.54 10   Croatia 4.42 44   Pakistan 3.67 78 

Japan 5.51 11   Colombia 4.34 45   Cameroon 3.61 79 

Germany 5.50 12   South Africa 4.33 46   Algeria 3.59 80 

Switzerland 5.44 13   Mexico 4.29 47   Zambia 3.54 81 

Netherlands 5.36 14   Russian Fed-
eration 

4.26 48   Nigeria 3.49 82 

Austria 5.32 15   Argentina 4.24 49   Guatemala 3.48 83 

Iceland 5.24 16   India 4.23 50   Bolivia 3.46 84 

Taiwan 5.25 17   Jordan 4.19 51   Senegal 3.45 85 

Ireland 5.24 18   Dominican 
Republic 

4.18 52   Nicaragua 3.42 86 

Korea 5.24 19   Uruguay 4.18 53   Paraguay 3.42 87 

New Zealand 5.16 20   China 4.14 54   Malawi 3.42 88 

Belgium 5.16 21   Costa Rica 4.14 55   Kenya 3.42 89 

Estonia 5.11 22   Romania 4.13 56   Uganda 3.32 90 

Israel 5.06 23   Jamaica 4.11 57   Zimbabwe 3.24 91 

Spain 5.00 24   Ukraine 4.08 58   Gambia 3.23 92 

Luxembourg 4.96 25   El Salvador 4.08 59   Ecuador 3.19 93 

Italy 4.91 26   Bulgaria 4.06 60   Madagascar 3.05 94 

Slovenia 4.90 27   Turkey 4.05 61   Bangladesh 3.00 95 

Hong Kong SAR 4.87 28   Venezuela 4.02 62   Honduras 2.97 96 

Malaysia 4.86 29   Panama 4.01 63   Angola 2.95 97 

Chile 4.73 30   Sri Lanka 3.98 64   Haiti 2.93 98 

Malta 4.70 32   Trinidad and 
Tobago 

3.98 65   Mali 2.86 99 

Lithuania 4.69 32   Peru 3.97 66   Mozambique 2.80 100 

Czech Republic 4.68 33   Vietnam 3.93 67   Ethiopia 2.44 101 

Slovak Republic 4.67 34   Botswana 3.91 68   Chad 2.32 102 
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Table C.24:  The Networked Readiness Component Indices 

Readiness Component Index 
Country Score Rank   Country Score Rank   Country Score Rank 

United States 5.39 1   Czech Republic 3.06 35   Russian Fed-
eration 

2.49 69 

Singapore 5.21 2   Mexico 3.05 36   Venezuela 2.49 70 

Denmark 5.15 3   Mauritius 3.04 37   Sri Lanka 2.49 71 

Norway 4.94 4   Greece 3.03 38   Peru 2.48 72 

Sweden 4.94 5   Slovak Republic 3.02 39   Colombia 2.48 73 

Canada 4.88 6   Thailand 3.00 40   Gambia 2.47 74 

Switzerland 4.82 7   Latvia 2.99 41   Nigeria 2.47 75 

Luxemburg 4.67 8   Argentina 2.97 42   Kenya 2.46 76 

Finland 4.63 9   China 2.97 43   Serbia 2.45 77 

Germany 4.62 10   India 2.94 44   Senegal 2.45 78 

Japan 4.56 11   Tunisia 2.90 45   Namibia 2.41 79 

Netherlands 4.53 12   Costa Rica 2.87 46   Ghana 2.39 80 

Australia 4.53 13   Brazil 2.85 47   Indonesia 2.35 81 

Iceland 4.52 14   Romania 2.85 48   Mozambique 2.30 82 

Hong Kong SAR 4.39 15   Jordan 2.83 49   Ecuador 2.27 83 

Israel 4.30 16   Philippines 2.80 50   Zambia 2.27 84 

Korea 4.22 17   Croatia 2.79 51   Ukraine 2.26 85 

Ireland 4.13 18   Poland 2.78 52   Cameron 2.24 86 

Austria 4.07 19   Lithuania 2.78 53   Macedonia 2.23 87 

Belgium 4.02 20   Jamaica 2.78 54   Guatemala 2.19 88 

United Kingdom 3.99 21   Trinidad and 
Tobago 

2.76 55   Algeria 2.18 89 

Taiwan 3.95 22   Turkey 2.76 56   Madagascar 2.17 90 

New Zealand 3.90 23   Panama 2.68 57   Malawi 2.15 91 

Malta 3.90 24   Vietnam 2.67 58   Bangladesh 2.14 92 

France 3.87 25   Morocco 2.63 59   Zimbabwe 2.07 93 

Malaysia 3.78 26   Botswana 2.63 60   Nicaragua 2.03 94 

Estonia 3.65 27   Uruguay 2.63 61   Angola 2.01 95 

Slovenia 3.47 28   Pakistan 2.62 62   Ethiopia 1.98 96 

Italy 3.41 29   Egypt 2.62 63   Honduras 1.97 97 

Portugal 3.29 30   Uganda 2.60 64   Mali 1.93 98 

Chile 3.24 32   Tanzania 2.56 65   Bolivia 1.93 99 

Spain 3.17 32   Dominican 
Republic 

2.54 66   Paraguay 1.91 100 

South Africa 3.15 33   El Salvador 2.52 67   Chad 1.75 101 

Hungary 3.10 34   Bulgaria 2.50 68   Haiti 1.71 102 
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Table C.25: Breakdown of Egyptian NRI 
Rankings by Component and sub-index 
Environment Component Index 

Market En-
vironment 

Political and 
Regulatory 

Environment 

Infrastructure 
Environment 

Overall En-
vironment 

49 66 65 60 

Readiness Component Index 

Individual 
Readiness 

Business 
Readiness 

Government 
Readiness 

Overall 
Readiness 

72 60 77 71 

Usage Component Index 

Individual 
Usage 

Business 
Usage 

Government 
Usage 

Overall Us-
age 

77 72 44 63 

 

 

 

Table C.26: Comparison of NRI among Mid-
dle East Countries 
 
Country NRI Environment 

Component 
Readiness 
Component 

Usage Com-
ponent 

Israel 16 13 23 16 

Tunisia 40 36 42 45 

Jordan 46 42 51 49 

Turkey 56 58 61 56 

Morocco 64 61 70 59 

Egypt 65 60 71 60 

Algeria 87 94 80 89 

 

Source: Compiled from GCR tables by 
ENCC's Technical Committee. 
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Definitions 
 
 
Growth Competitiveness Index, GCI 

The GCI has been developed by Jeffery Sachs and John McArthur and is presented as part 
of the World Economic Forum Global Competitiveness Report. The GCI is built on three main 
pillars: 

• Macroeconomic Environment 

• Quality of Public Institutions 

• Technology 

The first pillar deals with the macroeconomic stability of the economy. The macroeconomic 
index provides insights on how growth can be achieved by providing a stable macroeco-
nomic environment that supports business development. The macroeconomic measures 
include the government deficits, public spending, taxation, soundness of the banking sys-
tem, and the government ability to meet its financial obligations in forms of payments on 
public loans. 

The second pillar deals with the quality of public institutions in the country. Such institu-
tions include the protection of the judicial system, the enforcement of government regula-
tions and provision of services, and the protection of contracts. 

The third pillar deals with technology, as it plays an ever increasing role in stimulating eco-
nomic growth. The extent of technology diffusion determines the degree at which the econ-
omy can grow through innovation. 

 
Business Competitiveness Index, BCI 

The Business Competitiveness Index (BCI) has been developed by Michael Porter of Harvard 
University. Similar to the GCI, the Business Competitiveness Index is calculated on the ba-
sis of the Executive Opinion Survey, administered by the World Economic Forum. Since 
2000, the results of the BCI have been continuously presented in The Global Competitive-
ness Report. 

The Business Competitive Index is built on the examination of two interrelated fields: (1) 
the sophistication domestic companies and foreign subsidiaries employ while operating in a 
country, and (2) the quality of the national microeconomic business environment. 

 

Networked Readiness Index, NRI 

The Network Readiness Index (NRI) is defined as a country’s degree of preparedness to par-
ticipate in and benefit from developments in the information and communication technol-
ogy (ICT) field. The NRI is produced cooperatively by INSEAD, the World Bank (infodev) and 
the World Economic Forum.  

The NRI relies on three main component indices: Environment, Readiness, and Usage. 

The environment component index measures the degree of conduciveness of the environ-
ment a country provides for the development and use of ICT. The environment component 
index is based on three sub-indices, market sub-index, political/regulatory sub-index and 
infrastructure sub-index. 
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The readiness component index measures the capability of the prinipal agents of an 
economy to leverage the potential of ICT. The readiness component index is based on three 
sub-indices, each one assessing the readiness of the nation to utilize and leverage ICT. 
These sub-indices are Individual Readiness, Business Readiness, and Government 
Readiness. 

The third component index measures the extent of ICT-usage by the principal stakeholders 
of the NRI framework: individuals, businesses and governments. The usage component in-
dex is built on three sub indexes, Individual Usage, Business Usage, and Government Us-
age. 
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