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AL-OMRAN AL-ARABI

With the IMF program coming to an end,
how should Egypt move forward?

We see two priorities moving forward. First,
to cement the hard-won gains in stabilizing the
economy. And second, to accelerate reforms
to unleash the economy’s potential, making
the private sector the engine of growth.

In practice, this means ensuring that
the current cushion of foreign exchange
reserves is preserved by maintaining a flexible
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exchange rate. Inflation should remain on the
decline, along with public debt, which would
create more room for investment in health,
education and public infrastructure. The
broader goal of these reforms is to ensure that
the economy becomes increasingly market-
oriented, where the role of the state becomes
more of a facilitator rather than as a driver of
growth. Indeed, Egypt needs at least 700,000
new jobs annually to absorb its young and
growing population, and that can only come
from the private sector.




exchange. In addition, the government
launched an ambitious three-year plan to rein
in the budget deficit which, at over 10 percent
of GDP, was among the highest in the region.
They also tightened monetary policy by raising
interest rates. These were critical measures to
reduce public debt as a share of GDP and limit
inflation.

Another important component of the
authorities’ program was to address extensive
fuel subsidies, which were asignificantdrainon
the budget. These subsidies made fuel in Egypt
one of the cheapest in the world, encouraging
excessive consumption and benefiting the
well-off far more than the poor because those
with means consumed more. Phasing out fuel
subsidies created more room in the budget
for better-targeted social spending, as well
as more investment in health, education, and
public infrastructure.

Tell us about the social spending elements
of the program.

Moving to a modern social spending
system required scaling up the cash transfer
programs to those most in need. Takaful and
Karama (Solidarity and Dignity), for example,
expanded from about 200,000 households to
2.3 million households, or 10 million people
who were carefully identified as those who
needed social assistance. These programs
were the most effective way to ensure that the
poor did not bear the costs of these economic
adjustments. Social policy centered around
Takaful and Karama were critical to ensuring
public support for the broader reforms Egypt
needed to undertake to stabilize the economy
and to lay the foundation for higher and more
inclusive growth.

What were the main achievements of the
program?

The program achieved its key objective
of macroeconomic stability, which is a
precondition to attract investment, raise
growth, and create jobs. Current account
deficits have fallen and foreign exchange
reserves are at all-time high levels. Growth
has recovered from around 4 percent to
5.5 percent now, and is expected to reach 6
percent by next year, while unemployment
has fallen below 9 percent to its lowest level
in over a decade. Public debt has begun to
decline and inflation has fallen steadily—on
track to reach single-digits by next year. This
sets the stage for broader reforms, such as
improving the business climate, which can
lead to higher private sector-led investment
and job creation.

Another achievement is tied to the
fundamental drivers of growth and prosperity.
For example, the fuel subsidy reform gets
the prices right, because when prices start
reflecting costs, the economy improves by
allocating resources more efficiently. Getting
relative prices to reflect costs steers more
private investment into sectors that create
more jobs, rather than capital-intensive
sectors that produce relatively fewer jobs
but take advantage of fuel subsidies. Other
changes, includingincreasing competitiveness,
reforming public procurement, and increasing
transparency of state-owned enterprises
will help improve the effectiveness and
efficiency of government. These efforts will
also modernize the economy so that Egypt
can become a bigger player in the global
trading system—with the opportunity to take
advantage of global and not just domestic
growth.



AL-OMRAN AL-ARABI

IMF: EGYPT- A PATH FORWARD FOR ECONOMIC PROSPERITY

Egypt’s economic reforms have helped strengthen growth, reduce unemployment,
increase foreign exchange reserves, and put public debt on a downward path. The reforms,
supported by a USS 12 billion EFF arrangement from the IMF, are aimed at achieving more
sustainable, inclusive, and private-sector-led growth that will improve the living standards
of all Egyptians. In an interview with Subir Lall, head of the IMF team for Egypt, we discuss
the history, evolution, and achievement of the program as it comes to an end.

Prior to the reform program, Egypt increased, especially among women and
implemented inconsistent macroeconomic youth.
policies which, by 2016, had led to a build-up of
significant imbalances. Large budget deficits, The program’s immediate priority was to
loose monetary policy, and a fixed exchange address these issues, restore macroeconomic
rate had resulted in a drastic reduction in stability, and avoid a crisis. For example,
foreign exchange reserves, high inflation, moving to a flexible exchange rate restored
and unsustainably high levels of public equilibrium in the foreign exchange market,
debt. Growth had fallen and unemployment and eliminated the shortage of foreign
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DEVELOPMENT

encouraging service providers to go beyond
just meeting mandatory standards.

4. Improve decision making. Access to
better data, tools, and skills is needed to
build resilience: for instance, digital elevation
models for urban areas are not expensive and
are critical to inform hundreds of billions of
dollars in investments per year.

5. Provide financing. The right kind of
financing at the right time is key. For example,
the amounts of resources needed to support

regulators and consider natural risks at the
early stages of infrastructure design are small
compared to the billions needed to repair and
recover in the aftermath of a disaster.

There is no time to waste. With a rapidly
changing climate and large investments in
infrastructure taking place in many countries,
business as usual over the next decade
would cost us $1 trillion more. By getting it
right, however, we can provide the critical
infrastructure services — lifelines — for better
development for those who need it the most.




charge of securing water for households, or
the effect on small firms that are unable to
grow and innovate because they must bear
the cost of electric generators.

According to Lifelines, a new report from
by the World Bank and the Global Facility
for Disaster Reduction and Recovery, the net
benefit of building more resilientinfrastructure
in low- and middle-income countries would
be $4.2 trillion, with $4 in benefit for each $1
invested.

Solutions to improve the resilience of
infrastructure exist and investments to do so
are both sound and profitable. What does this
resilient infrastructure look like? It could be
digging deeper foundations, using alternative
materials,  building  flood protection,
strengthening electrical poles and cell towers,
improving road design, and building stronger
water treatment plants.

But it is also necessary to look beyond
each individual asset and build more resilient
systems and networks. Building redundancy
in networks, that is by increasing the number
of connections that serve a community, for
instance, can be a gamechanger. A city that
is accessible through multiple roads and
powered through multiple transmission lines
is less likely to find itself isolated or without
power when a devastating storm strike.

At the same time, not all disruptions can
be prevented, so ensuring that households
and businesses plan for and manage them —
for instance, by ensuring that each home has

emergency supplies, or that communities
have robust and adaptable supply chains — will
also be essential.

Closing the infrastructure gap to meet the
Sustainable Development Goals will require
substantial investments in new infrastructure
and in the maintenance of existing assets.
However, it’s not only about spending more,
it’s also about spending better. Investing in
regulations and planning, in the early stages
of project design, and in maintenance can
significantly outweigh the costs of repairs or
reconstruction after a disaster strikes. These
kinds of early investments may be difficult
to fund in low-income countries. They can
therefore be considered as priorities for the
international community and development
aid.

This report lays out how to unlock this $4.2
trillion opportunity with a range of clear and
concrete recommendations:

1. Get basics right. Tackling poor
management and governance of infrastructure
systems is key. For instance, a poorly-
maintained infrastructure asset cannot be
resilient.

2. Build institutions for resilience. Wider
political economy challenges also need to be
addressed, and critical infrastructure assets
and systems need to be identified so that
resources can be directed toward them.

3. Include resilience in regulations
and incentives. Financial incentives can be
used to ensure that the full social costs of
infrastructure disruptions are accounted for,



IMF:

Infrastructure is at the heart of lives and livelihoods. It can enable schools and hospitals,
businesses and industry, and access to jobs and prosperity. In developing countries,
however, disruptions to infrastructure are an everyday concern, reducing opportunities
for employment, hampering health and education, and limiting economic growth.

In low and middle-income countries, direct damages from natural hazards to power
generation and transport alone cost $18 billion a year, cutting into the already scarce
budget of road agencies and power utilities. But the main impact of natural shocks on
infrastructure is through the disruptions they impose on people and communities, for
instance, businesses unable to keep factories running or use the internet to take orders and
process payments; or on the households that don’t have the water they need to prepare
meals or on people unable to go to work, send children to school, or get to a hospital.

Along with poor maintenance and yearinlow-and middle-income countries. And
mismanagement, natural hazards are one of this is a conservative estimate that does not
the main causes of the disruptions that costs factor in the indirect burdens, such as those
households and firms at least $390 billion a placed on women who are often the ones in
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