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Executive Summary

The Egyptian Context

Digital transformation lies at the heart of the Arab Republic of Egypt® economic potential , and the
country is currently well placed to emerge as a digital leader in the Middle East and North Africa
(MENA) region. Strategically located at the intersection of Africa, the Middle Eastnd West Asia, Egypt
benefits from agrowing youth bulge and represents a large national market with population of 200 million.
The country boasts diversified commercial sectors, from agriculture and manufacturing to textile and
automotive. In recent years, through the implementation of important fiscal forms that began in 2016,
Egypt has managed to restore confidence in the economy and maintain macroeconomic stability. A set of new
laws was passedo address a number of longstanding challenges facing key sectéiBublic investment in
roads and infrastructure was expanded to boost connectivity, electricity, and gas supply. In addition, the
government of Egypt program for the period 201222 is intended to promote further economic growth and
the development of human capital (World Bank Group 2019).

%C U b O 6-&stabrishédiinformation and communication technologies  (ICT) sector is one of the

largest in the region and is poised to accelerate digital transformation across the board , recent
Government announcement 3 confirm that the development of the | CT sector through reformisa
prioity .4 EA AT 1 OOEAOOEITT 1 &£ )#4 O OEA Al 01 O0UB80O cOl 60

fiscal year FY) 2018/19, representing a 16.7 percent yeafon-year increase compared with FY2017/18
(MCIT 2020). The government is strongly committed to fostering the emergence of a digital economy and
accelerating theA T OT @igitalGr@nsformation. In 2018, the government adopted the ICT Sustainable
Development Strategy 2030 reflecting its ambition to fully embrace the dital economy for growth and job
creation (MCIT 2018). Key commitments under this strategy include (a) achieving real GDP growth of 12
percent; (b) becoming a digital hub for the region; (c) scoring among the top 30 nations in the World
AT T T 1 EA @&bal@énipétitvenesk Index (Schwab 2019); (d) reducing the unemployment rate to 5
percent; (e) increasing female participation in the labor force to 35 percent; and (f) ending extreme poverty.
The aim is to accelerate digital transformation through amulti-ministerial effort, leveraging digital
technologies as a major driver of change to improve economic performance, business models, productivity,
and overall social weltbeing. Egypt fares relatively well on the Government Atrtificial Intelligence (Al)
Readiness index ranking6 out of 172 countries.

Although the recent COVID -19 pandemic has intensified many preexisting economic challenges in
many countries around the world, it has also highlighted the vital role that digital technologies play

in cris is response and recovery. Recent government estimates point to a US$55 billion public financial gap
due to COVIB19 and a public debtto-GDP ratio of 88 percent for FY2020/2E.Ensuring crisis response and
mitigation while preserving the gains of earliereconomic reforms remains arimportant challenge. Special
attention is owed to the poor and vulnerable, including women, youth, and informal workers, who are

2 Cybercrime, intellectual property, consumer protection, data protection, and-signature laws have been enacted.

3 President AbdelFattah ElSisidirective during a review meeting of the implementation progres®of national projects, in the field

of communications and information technology nationwide

https://english.ahram.org.eg/NewsContent/1/64/409096/Egypt/Politics -/Sisi-directs-to-speed-up-implementation-of-

digitis.aspx

4 https://mcit.gov.eg/en/Media_Center/Pr ess_Room/Press_Releases/53006

5CUDOEAT &ET AT AA - ET EOOAKondal, EAABBAOU AE®OB Oc DA AT BOIOET AA EEO AR
the debt-to-GDP ratio from 93 percent in June 2019 to 88 percent in June 2019 and to 80 percendume 2022.
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disproportionately affected by the crisis and are at risk of job loss and even extreme poveftilevertheless,
the nature and urgency of the pandemic have created several opportunities for leapfrogging through
digitalization in key sectors such as manufacturing, agribusiness, education, heatthre, and government
services. Digital technologies and ermding digital policies are playing a key role in mitigating the crisis
through advanced connectivity and access to indispensable digital services.

For countries to effectively leverage digital technologies to transform the public and private sectors,
aswell as improve quality of life for their citizens, governments need to build a solid foundation that
fosters innovation and fuels the digital economy. This foundation consists of the following key elements:

An enabling legal and regulatory framework (cros-cutting enabler)
Affordable and universal broadband connectivity (digital infrastructure)
Strong human capital and adoption of digital skills (digital skills)
Digitalization of government services and platforms (digital platforms)
Availability of digital financial services (digital financial services)

A sound entrepreneurial ecosystemdigital entrepreneurship)

= =4 =8 =4 -4 -9

A. Legal and Regulatory Framework

Egypt has embarked on an ambitious regulatory reform program  to accelerate its journey to digital
transformation. Currently 55 laws and r egulations are in force covering matters such as licensing,
intellectual property rights, competition, cyberspace safety, data protection, and financial
transactions. However, many of these are outdated or remain incomplete. Competition law, in
particular, suffers from ascattered framework hindering market entry and service innovationThe presence

of vague and excessive criminal sanctions across different legislative areas (such as telecommunications,
media, and cybercrime) further stifle the market. Overall, the framework would benefit from a
comprehensive streamlining and modernization exercise to address gaps and eliminate institutional overlap.
In addition, greater private sector participation in policy andrulemaking could be encouraged.

Improving the capacity and autonomy of the National Telecom munications Regulatory Authority
j.42'q EO A EAU ZAAOI O O1T AAOI UET C %CUDPOBO AAEI EOU O
Currently, the overlap between the different roles of government as semt regulator (NTRA), policymaker,

and operator, creates an inherent conflict of interest within the sectgrwhich poses a high risk obias

towards the incumbent operator TE, which may result in market concentration and failure. Since 2007,

limited progress has been made to improve the capacity of the NTR#& act independently from theMinistry

of Communications and Information TechnologyMCIT). Key regulatory measures to revive competition in

OEA AOT AAAAT A 1 AOEAO AOA AEAAAOQEOAT U 11 ETIT AR ETAIC
the fixe market. Telecom Egypt (TE) is the stat®wned incumbent operator and the only company providig

fixed telecommunications infrastructure across the value chain, including domestic backbone fiber networks

6 Lower middle-income poverty rate (US$3.2 in 2011 purchasing power parity) is estimated to reach 30.5 percent in 2020. Source:
World Bank Poverty & Equity and Macroeconomics, Trade & Investment Global Practice.

7 There is global recognition hat broadband connectivity and digital technologies play a crucial role in addressing the unique
challenges the COVIE19 pandemic poses, particularly to developing countries. For instance;ZB ministers responsible for the
digital economy issued a COVH29 Response Statement that recognized the promising role that digital technologies and relevant
digital policies can play to strengthen and accelerate the global collective response to the COY&pandemic (G20 Leaders 2020).

8 The ITU ICT Regulatory Tradgkr indexes countries based on their regulatory environment.
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and gateways to international submarine cablesUnified licenses (including fourth generation mobile
network [4G] licenses) were issued in 2017 iran attempt to place all four telecom companies on equal terms

for the services they provide Nonethelessthe virtual fixed license remains an insufficient remedy, with

trickle -down effects on the development of competition to serve the market, in particat address business
TAAAOR AT A 110 AAAOAOOET C 4%60 Al T ET AT O.Mdo@iBgQET T 1
NTRA mobile network operators in Egyptare permitted to build their own ICT infrastructure. NTRA further
indicates that, to date,the mobile operators have been reluctant to deploy a fixed infrastructuréoutside of

gated compounds). Accordingto NTRAEEO EO OEA 1 AAE T & OAOOET AOGO AOEOA
them from duplicating the fixed infrastructure of Telecom EgyptThis reluctance on the part of theoperators
to invest in infrastructure has hadknock-l T AZEZAAOO 11 OEA Al O1 OOUBO AECE

EAAAOEOA AT A OOAT OPAOAT O ci OAOT AT AA 1T £ AECEOAT 0O/
Sustainable Development Strategy. A total of 18 government entities are involved in developing and

Ei b1 Ai AT OET ¢ OEA AT O1 OOUBO AEGCEOAI OAcOI AOiT Ou £EOAI A
required to avoid overlap and facilitate the achievement dftrategic objectives. Moving forward, as initiatives

become more complex and require a wide array of technical experts to drive them forward, a whebdg
government approach to rulemaking could be favored. This is in line with recenDrganizationfor Econamic
Cooperation and Development (OECD) recommendations regarding coherence, dialogue, and efficiency
among government bodies (OECD 2019). In this context, the articulation of a clear public roadmap or action

plan for digital strategy and transformation isrecommended.

B. Digital Infrastructure

%CUDPOBO AECEOAT 1 AOEAO E@® thecwoildt 1 7Adistindt duBn@adnd callds ar& EA  OA
accessed via landing stations operated by the incumbent operator, Telecom Egypt. Nevertheless,
broadband performance in Egypt is not reaching its full potential, mainly due to the primary use of copper

in the last mile in all brownfield areas, which currently provides an average download speed of just over

34.88 megabits per second Klbps)? In terms of mobile coverage, there are four operators in the country:

Orange, Etisalat, Vodafone (partially owned by TEAT A 4 %8 O 7A8 111 &£ 060 Al I PATE
communications, along with 2G voice services and virtual fixed servicédobile broadband coverage in Egypt

is around 97.7 percent for 3G and 61.1 percent for 4GWhile the international mobile operators present in

Egypt have all deployed and activated 5G services in other markets, there is still insufficient information on
national rules governing 5G deployment. Furthermorea large number of Egyptians are still at connected

to fixed broadband services with 8.81 million ADSLusers. Mobile devices remain the primary means by

which people access the broadband internet in Egypt. This is evidentwith mobile broadband internet
subscription 0f 52.0 million and USB Modem subscriptions of 4.04 milliofEgypt has evolved in the Network
Readiness Index to rank 84, compared to 92 last y€ar

Expanding the geographical coverage of mobile 4G+ broadband networks and boosting fixed fiber
optic broadband access would hel p achieve territorially balanced availability of broadband services.

9/ T EIi Ah O3PAAAOGAOGO 'i1 T AAI )T AAgGho 3ADOGMEXAAO c¢mecnmh EOODOQT T x x x 8(
10 Based on NTRA records, June 2020.

11 MCIT ICT Indicators, Deamber 2020
https://mcit.gov.eg/Upcont/Documents/Publications_2142021000_ICT_Indicators_Quarterly_Bulletin_Q4%202020.pdf

12 https://Inetworkreadinessindex.org/countries/egypt/
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Presently, two main bottlenecks stand in the way of better broadband connectivity in Egypt: the reliance on

OEA ETAOI AAT O 4%60 1 AcCAAibrdvhfiBldakeds (FETHDisndzEdBplofed M@l A A A A
greenfield areag and the still limited amount of spectrum assigned to mobile operators. Better coverage will
promote greater demand, help egovernment services scale, ensure business continuity (particularly icrisis
OEOOAOQETT 6qh AT A OOOAT COEAT OEA 1T OAOAI 1T AOOOAAOQEOAI
the government of Egyptcould prioritize reforms in a couple of ways. First, through introducing more
competition in fixed digital infrastructure by licensing one or more specialized private wholesale carriers to

provide fiber alternatives to the incumbent, TE (these carriers could leverage existing fiber networks
managed by utility companies or deploy their own fiber, including viathe s T £ 4% 86O AOAO ET ¢
Second, through developing and implementing a national spectrum plan, in cooperation with industry and
government stakeholders, which would specify the timetable fospectrum re-farming and the release of

specific bands andset fair spectrum prices in accordance with the relevant market circumstances.

If Egypt is to become a digital hub in the MENA region, a world -class, carrier -neutral, open access data
center built by, and for, large international companies, is critical. First, when content is made available
locally, there is no longer the need for expensive international capacity, and the cost of access drops
dramatically. Second, latency issues will improve because content is physically closer to the end user, with
fewer hops and less congestion. In addition, to fully benefit from an internet exchange point (IXP),
membership should be extended to allow interconnection and exchange of traffic with content delivery
networks (CDNSs), enterprises, and private and public entitiesincluding international internet service
providers (ISPs), to facilitate connection to the Cairo Internet Exchange Poir€AIX)or new IXPs.

C. Digital Skills

Digital skills are essential to innovation, competitiveness , and the development of a robust digital
economy. In Egypt, demand for such skillgs rapidly growing due to several ICT initiatives put in place by
the government. However, the country still falls below the MENA average on the supply of digital skills. The
development of advanced digital skills suffers from low student enroliment and copletion rates in tertiary
education. Technical, vocational, and higher education institutions do not produce graduates with relevant
skill sets, especially in math and technical subjeés The gross enroliment ratid4 in higher education in
Egypt is 34 fercent overall (compared to a MENA average of 39 percerif)To truly benefit from the digital
economy, thegovernment could significantly scale up development of intermediate and advanced digital
skills. This might be achieved through partnerships with idustry to review tertiary and vocational curricula,
internship opportunities, and the rapid upskilling of workers and unemployed youth and women.
Information on the demand and supply of digital skills should also be made readily availablRecent
programsté spearheadedby MCITto improve digital skills need to be further strengthened to meet the very
fast evolving demandfor human capitalto meet the needs othe Digital Egypt.

13 INSTEAD 2018; Enterprise Survey 2016.

14 The gross enroliment ratio is the total enrdiment at tertiary education in Egypt, regardless of age, expressed as a percentage of
the population in the official age group corresponding to this level of education.

15 Calculations from World Economic Forum, Global Competitiveness Reports, https://wwweforum.org/reports/.

16 Creativa centers, ITI and Al scholarship, vocational master in CS, Al, robotic and media, Digital Egypt Builders, Egypt t$itive
for Informatics, Long Life Learning and African App Launchpad initiatives, amongst others.
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The COVID19 pandemic has amplified the need to accelerate digital skills at a Il levels and provides

a unigue opportunity to develop novel approaches to literacy and numeracy.  As part of its education
reform program, the government of Egyptis now accelerating the digitalization of its school curricula and
facilitating the transitio n to remote or blended learning. The program is ambitious and aims to achieve a fully
integrated digital education system, including the online administration of exams for upper secondary to
tertiary level students by December 20201In this context, mechamsms for coordination among key actors
and partnerships with the private sector should bédurther strengthened

The time is now ripe to rethink the future of work in Egypt. This is particularly true given the young

average age of the population and the lge number of informal workers. Latest estimates suggest that more

than 60 percent of firms and more than 70 percent of workers in the private sector are informal,
characterized by low pay, low productivity, and the lack of office premises (for example, st vendors).

Basic literacy and numeracy skills remain limited in a large proportion of the population, while rapid changes

in technology call for a new set of skills and a greater emphasis on lifelong learning. Tackling this skills gap
challenge wouldhé B AAAOAOO OEA AT O1T OOUGO 11 x OAOA T &£ ETT1T O/
a whole, forfastevolving technologies such as artificial intelligence (Al)Big Data Cyber security Block Chain

and the internet of things(loT) (ECES 2020a)

D. Digital Platforms

Despite the fast-growing use of digital platforms driven by food delivery , online shopping, ride -

hailing services, and advertising, Egypt lands below benchmarked countries in the United Nations

#1171 ARAOAT AA 11 40AAA AT A $AOATTPI AT O8O0 | 5 .-Gorrhetc€] ¢ T p ¢
Index (UNCTAD 2019), coming out at 102 out of 152 countries. In the absence of official &éommerce

statistics, the 2018 market is estimated to be between US$552 million and US$878 million. Retail e
commerce sites sold an estimated US$77 million worth of products in 2018. Although new digital solut®n

exist for both businessto-business (B2B) and B2C transactions, adoption across firms has not been
universal. However, Egyptian startups continueto receive funding from a variety of source$o improve and

expand their service offerings across sectors.

Fostering trust is critical for the widespread use of online government platforms and other digital
services. To promote government platforms, online payments, signatures, and other services, the
government will need to go beyond service implementation ashactively seek to build trust in digital services
by equipping citizens with the necessary capabilities and mindset to take advantage of what the online world
has to offer. A comprehensive wholeof-government data policy will be required, not only to foser
trustworthiness but also to enable interoperability and provide integrated datasets for enhanced digital
solutions.

| AKAAI AOAOGET ¢ OEA AECEOAI EUA OEiolld prosoteti@ paifod 6f Egypt O A OF | /
as a regional leader. According to the United Nations Department of Economic and Social Affairs (UN DESA)
E-Government Global Survey 2020, Egypt ranks 111 out of 193 countri@dN DESA 2020)The government

is currently accelerating the development of its digital platforms and serviceas part of the Digital Egypt

initiative 17, working closely with several line ministries to increase online options for citizens. These include

17 MCIT link to Digital Egyptinitiative https://mcit.gov.eg/en/Digital_Government
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health insurance automation, imgoved tax collection systems, online tourism portals, fraud prevention
smart cards, and subsidy smart card systems. Thgvernmentd O T OEAO OAOCAO AOAAO
services include driving license renewals, payment of traffic fines, notary actiies, and lawsuit filing online.

The need to deliver government services online has naturally become more pressing dieethe closure of
government buildings in response to COVIH19. Egypthas embraced the opportunity to accelerate digital
transformation, and this is reflected in their plan to scale uphe successful implementation of the €
government pilot in Port Said across other governorateSuchinitiatives , which advana theimplementation

I £ OEA Cci OAOT 1 ATl 08 OprofEng &©based o D-Adptd EhdDésH &&ebsents and
success$ul pilot programs. The combine defect of digitizing governmergerviceswould ensure the continuity

of public services and promote the position of Egypt as a regional leader.

E. Digital Financial Services

A safe, simple and effective system that protects and facilitates electronic transactions w  ould serve

to catalyze both e -commerce and e-government services. Recent experience with COVH29 lockdowns

has demonstrated how digital payments can be crucial in facilitating minimum economic activity during
periods of crisis. However, only 27 percent of Egyian adults were considered financially literate in 2014,
AAAT OAET ¢ O 30AT AAOA 0O 01 1 Odrdeed, méstipldyment b Edypt Ar&shll |

Al

E (

made in cash! AAT OAET ¢ O OEA ¢mnpyx 71 01 A " Al ge@edt of Hoypthh 1 & E

adults are excluded from the regular finance systerff.Moreover, there is an important gender gap in the
usageof digital financial services: only 27 percent of women age 15 and above had such accounts compared
to 39 percent of men. Acording to the database, approximately twethirds of wage earners in Egypt working

at micro-, small, and mediumsize merchants (66 percent) are paid using papepased methods rather than
electronically, reducing incentives for them, in turn, to use electmic means for their payments for goods at
retail stores. At the other end, the acceptance of electronic payments among merchants also remains low,
with only 18 percent of retail payments by consumers being carried electronically at micrp small, and
medium-size merchants in 2016 (World Bank 2016a).

The public sector could stimulate greater demand for digital services through its own use of
electronic payment systems for e -government services. The commercial incentive for developing digital
financial services could be driven by the expansion of governmettb-person (G2P) payments, such as
salaries and pensions for civil servants, as well as social safety net payments. To facilitate financial access,
streamlined and electronic knowyour-customer (e-KYC) pro@dures could be put into place. Coordination
between digital financial services (DFS) actors across sectors (inside and outside the financial system) should
also beencouraged.

The legal and regulatory framework for DFS, including consumer protection, could be further
consolidated, strengthened, and improved .Despite thegovernmentof Egypd O ET EOEAI OOADPO
e-payment space through a series of mobile payment service regulations and the establishment of the
National Payment Council, further coadination and reforms are needed to unlock the potential of DFS in
Egypt, including the framework for international remittances. Relevant secondary regulations for payment

18 Global Financial Literacy Excellence Center (GFLEC), S&P Global Finlit Sutviyys://gflec.org/initiatives/s p-global-finlit -
survey/ .
19 World Bank, Global Findex Database 2017, https://globalfindex.worldbank.org/.
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systems and services should be implemented as soon as possible. There is also thel hedevel the playing
field for mobile wallets through the wider use of unstructured supplementary service data (USSD). Finally,
additional clarity is needed on the roles and responsibilities of the different sector regulators in the financial
technology (fintech) ecosystem.

F. Digital Entrepreneurship

The government could further support start -ups and foster entrepreneurship to ensure %CUD O3 O
readiness for digital investment .The adoption of digital solutions by the private sector would significantly
improve information access, service delivery, and pmuctivity. It would also serve to create new
opportunities for entrepreneurial activity and innovation. At present, low productivity across the private

sector has contributed to low job growth in the country.The government could favor a wider ecosystem
approach that facilitates digital business models while safeguarding consumers and workers (through rules

on open data, data collection, processing, and transferffurthermore, the country would benefit from
expanding the reach of its innovation ecosystem to serve regions besides Cairo and Alexandria. The
government could also encourage female innovators anchrepreneurs and ensure the availability of risk
capital to plug early-stage financing gaps.

The impact of COVID-19 on digital entrepreneurship in Egypt has highlighted some opportunities for

reform. Although the pandemic has spurred the growth of digitaB2C business models and-eommerce
activity overall, it has also discouraged new woukbe entrepreneurs from starting their businesses due to
economic uncertainty. A number of improvements to the legal and financial environment for doing business
could bemade in this regard, for example, the development of a culture of riglaking that does not punish
failure, the elimination of the wage gap between the seémployed and wageearners, and closer linkages
between digital start-ups and Egyptian small and medm enterprises.

4EA AAOAT AAT AT O T AE£ %CUDPOSO DPOEOAOA OAAOQT OesBvbuldi OAOE
positively a ffect competitiveness and job creation 20. In this regard, fostering competition  for digital
platforms should be an urgent priorit y. Currently, the two biggest B2C platforms in Egypt are regional
players Jumia and Amazomwned SougOnly around onethird of digital businesses are local, while the rest
have foreign owners (51 percent from SuiSaharan Africa and 5.9 percent from the M¥A region)2! To
enable new players to enter the market and new services to flourish, anticompetitive mergers and practices
are to be avoided. In this context, platform consolidation cannot be underestimated (for example, the
acquisition of Careem by Uber)The government could aim tocreate an enabling environment that attracts
and maintains foreign investors while encouraging local innovation and discouraging statips from moving
abroad in search of capitalForward-looking procompetitive policies can hdép promote a robust digital
economy that can expand firm productivity and innovation through big data, 10T, Al, and other technological
developments.

20 World Bank, Enterprise Surveyshttps://www.enterprisesurveys.org/ .

21 Statistics based on the Wdd Bank Digital Database that gathers data from three proprietary sources: Pitchbook, CB insights, and
Briter Bridges. These sources construct their databases using public financial information, government information, as wellveeb-
scraping technigues. @en this, it is likely that the number of bankruptcy cases is undereported, since there is less available
information on firms that have already shut down.
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This digital economy countryassessment (DECA) aims to assess the progress and development of the digital
economy in Egypt with a view to identifying the current challenges and opportunities for future growth.
Table 1 provides a higHevel overview of the crosscutting recommendationsthat would bring the country
closer to achieving its national commitments. Detailed recommended actions are provided in each section of
the five pillar areas of digital infrastructure, digital skills, digital platforms, digital financial services, and
digital entrepreneurship. A time span is proposed for each activity including shofterm (3z12 months),

medium-term (12z24 months) and longterm (24736 months).

Table 1. High-Level Recommendations for Immediate Attention to Accelerate Digital

Transformation in the Arab Republic of Egypt

Recommended Key Actions Time Frame Priority
yT ACAAOGET ¢ A&EAEI 000 OiI AAEEAOA O1 EOAOOAT AAAAOO O1 AOQI ARA
economy.

1. Foster competition by NTRA ifixed networks and services by addressing the Short term High
dominance of larger players, which currently constrains development of the digital

infrastructure and economy. Such remedies could include asymmetric regulatory

measures following the designation of significanmarket power.

2. Define the strategic plan for the development of the national payment system in Short term High
Egypt to clarify and simplify requirements for digital payments.

3. Improve the digital financial services legaholicy, and regulatory environment, Short term High
such as issue the relevant secondary regulations for payment systems and serviceg

and fintech related matters under the new banking law.

4. Have NTRAacilitate competition in the fixed digital infrastructure by licensing of Short to medium High

one or several specialized wholesale carriers providing fiber alternatives to the
incumbent, TE, by (a) leveraging the existing fiber networks managed by utility
companies and (b)facilitating alternative operators deploy their own fiber by the use

term

5.Have NTRA develop and implement a national spectrum plan in cooperation with
ET ADOOOU AT A CciT OAOT 1 AT &6 OOAEAEIT T AAOOS
for spectrumre-farming and therelease of specific bands to MNOs, setting fair
spectrum prices in accordance with the specific market circumstances.

Medium term

Intermediate

6. Establish the required infrastructure for DFS by strengthening the coordination
and dialogue for DFS and fiancial inclusion among public and private sectors.

Medium term

High

Combiningefforts to attract international and regional digital private platforms andto
and innovation will propel Egypt into the digital business age.

actively foster national entrepreneurship

7. Create an enabling policy and regulatory environment for digital business models
by accelerating adoption and enforcement of enabling legislation for digital
transformation and evaluating new policy interventions such as incentives for
adoption of digital technologies by firms, supplier protection rules, and taxation of
digital services.

Short to medium
term

Intermediate

8. Build capacity and support structures for digital entrepreneurship in collaboration
with the private sector to address the needs of starups in specific industry verticals.

Short term

High

w8 , AOAOACA wcupO&O ET OAOT AGET T Al AT
carrier neutral IXPs and attracting international ISPs and cloud companies to build
and fill at least one large data center.

Short term

Intermediate
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Recommended Key Actions Time Frame Priority
10. Build institutional capacity to support the development of a digital ecosystem an{ Short to medium High
consider alternative government interventions to support adoption of digital term

technologies by firms and strengtlen the digital startup ecosystem.

11. Improve the legal and financial environment for doing business, including items | Short to medium High

such as the following:

1 Improve and modernize IPR and eignature legislation.

1 Amend media law and itgegulations to ease registration requirements and
remove excessive penalties.

1 Rationalize the scope of the data protection regulator, create streamlined and
clear licensing processes, and ensure proportionality in setting penalties (such
as limitations onprison sentences) in the Data Protection Law.

1 Introduce an ex ante merger control framework to preserve competition in
digital markets and grant appropriate tools to detect, sanction, and remedy
anticompetitive practices in digital markets.

term

An ambitious approach to accelerating the development and widespread adoption ofgevernment services is an opportunity to

leapfrog on digital transformation.

12. Conduct an indepth digital government readiness assessment. Medium term Intermediate
13. Create a body responsible for the government digital transformatioto do the Short term High
following:

1 Prepare a comprehensive legal strategy, and continuously update it.

1 Establish regulatory impact assessmentand take corrective actionaccordingly.

1  Establish more regulatory sandboxes to test new solutions.

1  Make available online all digital legislation, together with an easy guide.

1  Streamline existing laws and regulations covering the digital economy.

14. Accelerate implé AT OAOGET T 1T &£ OEA Cci1 OAOT I AT 06 Medium term Intermediate

in-depth readiness assessments and the success of pilot programs.

Establishingan effective and transparent legal and regulatory framework will guarantee &ibrant, safe, and inclusive digital

economy in Egypt.

15. Review and improve the communications law that has not been amended since Medium term High
issuance in2003 and publish the relevant executive regulations and suttegislations.

16. Improve and modernize the IPR and-signature legislation andremove excessive| Medium to long High
penalties in the cybercrime law and align it with the Budapest Convention on term

Cybercrime.

17. Further modernize the new Consumer Protection Law to align with international| Medium to long High
e-commerce. term

Rapidly scaling up the availability of digital skills is a prerequisite for Egypt to become a regional digitekder.

18. Improve the quality and relevance of tertiary education and technical and Medium to long High
vocational education and training to better respond to fasgrowing demand for term

digital skills in a sustainable maner.

19. Strengthenmechanisms to provide timely and highquality data on the demand Medium to long High
for and supply of digital skills to facilitate matching supply with demand. term

20. Expand rapid upskilling for digital skills and delivery mechanisms through Short term High

partnering with the private sector and capitalizing on the ongoing education reform
and MCIT capacity building initiatives for the digital economy.

Note: Short term = 312 months, medium term = 1224 months, and long term = 2436 months.



1. Introduction and Background

1.1. The Egyptian Economic Climate

The Arab Republic oEgypt aspires to be a digital leader in the Middle East and Afric&trategically located

at the intersection of Africa, the Middle East, and We#8isia, with a population of over 100 million, the country

has embarked on an ambitious set of reforms to promote inclusive growth and job creation. From 2019 to

2022, the government instituted a program to achieve an accelerated inclusive and vibrant econiorgrowth

and develop human capital (World Bank 2019b). In 2018, the government also adopted the new Information

AT A #1171 061 EAAGET T 4AAETT1TCEAO j)#4q 300A0ACU c¢moml
transformation and embracing the digial economy as the new driver of growth and job creatiofMCIT

2018). However, Egypt was still ranked 93rd (out of 121 countries) in the World Economic Forum (WEF)

. AOxT OEAA 2AAAET AOO )T ARG &A1 O ¢mpw8 4EA Eppokdnilesi AAOO
offered by ICT. In addition, Egypt ranked 103rd (out of 176 countries) in the International
Telecommunication Union (ITU) ICT Development Index (IDI) for 2017, based on 11 differesub indicators

that cover ICT access, ICT usage, and diggills.

Egypt has an established ICT sector, which has recovered and experienced growth in recent yeHns.
contribution of ICT to the gross domestic product (GDP) grew 16.7 percent yean-year in fiscal year FY)
2018/19 compared with FY2017/18 (MCIT 2020). With a renewed focus on economic leapfrogging through
greater digital transformation, the government is facilitating a multiministerial effort to leverage digital
technology as a major driver of change and progress toward a digital economy. The asnto improve
economic performance, productivity, and social welbeing, as well as reshape existing business models.

1.2. About the Digital Economy Country Assessment (DECA)

This DECA report is intended to assess the level of digital economy developmemtEgypt, mapping the
current strengths and weaknesses that characterize the national digital economy ecosystem (see figure 1),
as well as identifying opportunities for future growth. It leverages the diagnostic framework developed by
the World Bank in the context of the Digital Economy for Africa (DE4A) initiative, which analyses digital
economies using an ecosystem approach with five key foundations:

9 Digital infrastructure :the availability of affordable and highquality internet, which is instrumental to
bringing more people online

1 Digital skills: the development of digitally literate citizens and a tecksavvy workforce with both the
basic and advanced digital skills that can support increased technology adoption, innovation, and
application

91 Digital platfo rms: the presence and use of digital platforms that can support greater digital exchange,
transactions, and access to public and private services online

1 Digital financial services: the ability to pay, save, borrow, and invest through digital means, whicls i
key to accessing digital services and increasing the rate of online transactions

9 Digital entrepreneurship: the presence of an ecosystem that supports firms in generating new products
and services leveraging new technologies and business models

The conceptual approach of the DECA makes full use of the Middle East and North Af(id&NA) Tech 3.0
initiative Rapid Digital Economy Assessment Dataset and Analysis (box 1).



22 Egypt Digital Economy Country Assessment

Figure 1. Impact Ecosystem of Digital Economy
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Box 1
MNA Tech 3.0 Rapid Digital Economy Assessment Dataset and Analysis

This DECA benefits from the MNA Tech 3.0 Rapid Digital Economy Assessment Dataset and Analysis. The MNA
Tech benchmarking provides a snapshot of the digital economy conditions in each of 19 countries and displays
the countries’ performances across the five pillars of the digital economy with a selected set of benchmark
indicators. Within each pillar, countries are designated as “nascent,” “emerging,” “advanced,” and “very
advanced,” depending on their performance. This analysis is completed with the country’s standardized results
across the datasets and compares them to the regional averages in each dataset. The number of indicators
relevant for each digital economic pillar are 16 for digital infrastructure, 22 for digital platforms, 11 for digital
financial services, 7 for entrepreneurship, and 9 for digital skills. The data include the following areas: Bahrain,
Djibouti, the Arab Republic of Egypt, Islamic Republic of Iran, Irag, Jordan, Kuwait, Lebanon, Libya, Morocco,
Oman, Qatar, Saudi Arabia, Syrian Arab Republic, Tunisia, United Arab Emirates, West Bank and Gaza, and the
Yemen Republic, and covers the period 2014 to 2019.

The analysis provides benchmark information across each pillar presented in table and graph formats over a
scale ranging from O to 10 under the following key values and respective color code:

Value: 7.5-10.0 Very Advanced
Value: 5.0-7.4 Advanced
Value: 2.5-4.9 Emerging

Value: 0-2.4 Nascent -
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The Egypt DECA was conducted as part ofthieO1 A " AT E8 O DOI COAi i AOEA I 3!
Strategy and Action Plan, 2025 (P168557). The activity was launched during a hifggvel stakeholder

outreach conference, Unleashin®igital Development in Egypt, on February 5, 201%nd benefitted from

the interaction with sector stakeholdersduring meetings and workshops in Cairg?On the public sector
side,stakeholders interviewed included government ministries, departmentgyearaies involved in

digital infrastructure, digital skills and education, the provision of government ICT services, and
promotion of investment and entrepreneurship. On the private sector side, business associations were
consulted, alongside establishednieology companies and ICT service providers, as well as more
recent technology staups. Finally, the analysis presented in this report also dravegnal and

global benchmarking based on standardized indicators.

The report begins with an overview @ the legal, regulatory, and institutional context. This is followed by five
sections which each cover one of the five pillars of the DE4A framework:

9 Section 4 discusses the current access, quality, and resilience of digital infrastructure, as well as the
availability and affordability of connectivity and related challenges.

9 Section 5 looks at the current efforts to grow digital skills and literacy to support service adoption,
innovation, and the application of digitally enabled solutions.

1 Section 6 explores the prospect for expanding digital government platforms and touches on private
platforms.

9 Section 7 examines the current state of digital financial services.

1 Section 8 provides a critical analysis of the digital entrepreneurship ecosystem.

The final section provides conclusions and proposes a way forward.

24EA x7T OEOET D xAO EATA 11 &AAOOAOU v ET #AE Cdtionsedd Iffokn@atioOEA OODAO
Technology, in collaboration with World Bankhttps://egyptinnovate.com/en/events/digital -economy-egypt. Please see
O! AET T x1 A A ¢ Acbrdptelizisive ligEbf Gtakdholders consulted.
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2. Legal, Regulatory, and Institutional
Framework

This section highlights the importance of the legal and regulatory framework for driving the digital economy
in the Arab Republic & Egypt, analyzes the current situation and provides recommendations. A more
comprehensive analysis of the legal and regulatory framework is provided mppendix A.

The new digital economy is bringing fundamental changes to the business landscape, in Egypt and
around the world. There is significant growth and flexibility in the availability and access to online services.
Businesses, platforms, services, and technologies are growing well beyond national bordérke private
sector is now a super player in diital transformation as it innovates and delivers new solutions at a
staggeringly rapid pace. More than ever, transparency, inclusion, and sustainability are vital to an enabling
regulatory framework for the digital economy. A single digital transaction ha how become subject to a
number of different laws and different regulators.

In this context, an enabling legal and regulatory framework is crucial to supporting the development

of the digital economy. An inadequate, fragmented legal framework or itequipped institutions can result

in significant market distortion and slow innovation and deprive citizens of the benefits of technological
progress (Eisenach and Sori 2016). Laggard countries simply miss opportunities to attract investments and
innovative solutions, and the missed opportunity costs are high, particularly in a globalized marketplace.
Various international benchmark indicators, as analyzed in the sections that follow, demonstrate that Egypt
is not making full use of its potential.

Modernizing the legal and regulatory framework is no easy task. The International Chamber of
Commerce (ICC) puts it as follows:

The rapid growth and pace of innovation both of new technologies and also convergence with
existing ones have sometimes outpacetraditional regulatory models, which were often
organized decades ago around silos for previously separate industries. As a result, public
policies may not fully take into account the increased competition across former silos, which
can now warrant a redudion of traditional regulation. Similarly, consumer protection going
forward would become more relevant and easier to understand for the consumer when
harmonized to apply consistently to services from former silos that are now similar, competing
and substtutable for users. This would reduce the confusion experienced by consumers that
exists when similar services are not governed by similar rules. (ICC Commission on the Digital
Economy 2016)

2.1. Current State of the Egyptian Framework

Egypt has embarked on an ambitious regulatory reform program to introduce much -needed
legislation to support digital transformation. In total, 55 laws and regulations were found relevant to the
digital economy. These cover matters such as licensing, intellectual protection figs, cybersecurity and
cybercrime, data protection, and financial transactions. A full list is provided iappendix A.In parallel, Egypt
is also modernizing and improving legislation governing its investment climate, which in turn aims to
encourage more atrepreneurship and innovation.
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There are four main observations to be made in relation to the digital legal and regulatory framework:

1 The absence of a publicly availabldetailed government implementation plan that aims to align the
regulatory framework with the realities of the digital economy;

1 The existence of a fragmented legal regime with overlapping laws, unregulated domains, and a number
of outdated pieces of legislation;

1 A multitude of government players (18 government entities in total) involved vith overseeing, drafting,
or implementing the regulatory framework pertaining to the digital economy without a robust
coordination mechanism to avoid overlap; and

1 The existence of criminal sanctions in certain pieces of legislation, which appear to be esgige and can
have the effect of deterring local and international businesses from investing and working in Egypt.

Underpinning the success of the legal and regulatory framework needs to be a high -level political
commitment with effective institutional lea  dership and coordination across government and the
wider ecosystem. %CUDO8 O ET OOEOOOEIT 1T Al YO0 A

success of digital initiatives as the many technical aspects presented in subsequent sectibtmwvever, there
is currently no common, clearly articulated vision for supporting digital transformation that defines the roles
and responsibilities of different institutions responsible for the digital agenda. By way of example, there is
very little clarit y on the roles and responsibilities of the different financial sector regulatorshe Central Bank
of Egypt (CBE)the Financial Regulatory Authority (FRA),the National Telecommunications Regulatory
Authority (NTRA), andthe Egyptian Money Laundering Comhting Unit (EMLCU). This creates confusion,
uncertainty, and unpredictability for market participants and hinders the development of digital financial
services. Additionally, some central functions suffer from fragmented leadership such as the ICT function
the public sector. This is often one of the key obstacles to successful implementation of a whaole
government approach to digital transformation

The Telecommunications Regulation Law 10 of 2003 (Telecom Law) sets out the framework for
licensing, access to equipment, and encryption. However, it does not provide standard definitions for
licensed activities, nor any clear criteria on the requirements thereof. Access to equipment and encryption is
restrictive and characterized by heavy approvals. The sation regime, too, is vague and would require
updating.

In addition, the Telecom Law subordinates the NTRA to the Ministry of Communications and
Information Technologies (MCIT), which creates a number of challenges further highlighted under
the digital infr astructure section of the present report.

Egypt has issued several laws to regulate digital platforms and ensure cyberspace safety. This began
with intellectual property rights in 2002, e-signatures in 2004, and was followed by a proliferation of
legislation in 2018 relating to cybercrime, media, and consumer protection. Finally, a data protection law
was enacted in July 2020

Both the intellectual property rights and e  -signature laws require urgent modernization to respond
to business practicalities and o ffer adequate protection. These are crosscutting matters highlighted in
the sections that follow.

The cybercrime law is likely to represent a significant barrier to investment in the Egyptian digital
economy, as it presents legal risks for both domestic a nd foreign investors. Similarly, the media law
heavily regulates and penalizes websites and electronic media outlets, which may hinder business and deter
market entry. The recent Data Protection Law gee box 2) offers guarantees on data protection, but it is
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Box 2
Highlights on the Data Protection Law, 151 of 2020

The Arab Republic of Egypt’s Data Protection (DP) Law offers some important guarantees on data protection.
The long-awaited law on the protection of personal data was finally issued on July 13, 2020. It went into effect
on October 14, 2020. The executive regulations are expected by April 14, 2021. There is a one-year transitional
period from the date of issuance to allow various entities to comply with the new obligations imposed by the
law. The law is largely based on the provisions of the General Data Protection Regulation, but it, unlike the Data
Protection Law, leaves many issues for the executive regulations. It is therefore too early to properly assess the
extent of the digital data protection regime in Egypt. The Data Protection Law protects individuals’ digital
personal data but excludes certain entities from its scope, such as the media, the Central Bank of Egypt and
the entities it regulates. It includes the important measure of making the consent of data subjects mandatory
and introduces new business functions and obligations such as data controllers. The Data Protection Law
further creates the Personal Data Protection Center, giving it an extensive mandate.

premature to fully assess it without the executive regulations, which arstill expected byMay, 202123,
Nevertheless, it is important to recognize a number of areas for improvement in the Data Pection Law,
such as widening its scope of application, reducing the extensive powers of the regulator, and ensuring that
the licensing regime does not become an avenue for red tape. It is to be noted that the new Consumer
Protection Law introduces the conept of remote contracting but excludes several activities from its scope,
leading to further fragmentation of the legal regime. Certain provisions for remote contracting even clash
with the very nature of international transactions.

To keep up with current digital financial services trends, the CBE has provided guidelines for mobile
payments, e-payments, and prepaid cards. For its part, the FRA has issued a number of decisions to enable
digital payments, such as prerequisites and regulatianfor electronic payments in funding and collection
transactions, eissuance, and payment of insurance policy premiums. The newly issued Consumer Finance
Law allows the processing of certain payments through nonbanking commercial cards and other methods
approved by the CBE. The government has also issued a number of laws, regulations, and decisions to
encourage cashless transformation, namely the establishment of the National Council for Payments, the
Cashless Payments Law, and executive regulations.

TofosOAO AT A AT AT OOACA AECEOAI AT OOAPOAT AOOOEEDBh %CUPD
with a number of investment guarantees and general incentives, but there is no legal certainty as to

the conditions under which tech companies are eligible to accessd benefit from these special incentives.
Although fostering competition and reducing anticompetitive practices is crucial to encouraging access,
innovation, and entrepreneurship, the legal and policy framewaorks for competition in digital markets remain
scattered among different laws and regulators and certain gaps remaifor example, in merger control.

2.2. Toward Enhanced Regulatory Governance: Areas for Action

To enhance regulatory governance for digital transformation, areas for action are proposeun three areas:
(a) establish a shared, collaborative, and strategic regulatory framework; (b) facilitate effective institutional

23 The Ministry of Communications and Information Technology (MCIT) has held community dialogues with local and international
stakeholders concerned with implementing the provisions of the Personal Data Proteoti Law, such as: Companies, Mobile
Network Operators (MNOs), Small and Medium enterprises (SMEs), Medical sectors, Law firms,tetcaise awareness and hold
discussions on the provisions of the Law and ways to implement them through simple procedures
https://www.mcit.gov.eg/en/Media_Center/Latest_News/News/63220
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governance to support digital transformation; and (c) foster an enabling legal and regulatory environment
that is informed by evolving technologies. These proposed actions areas are described in greater detail
below.

It is important that in the transition to a digital economy, the regulatory strategy development

process in Egypt is fully inclusive. This will help ensure wider buy-in and thus maximize the impact of the
O00AOAcUR AO xAll AO OEA AEATAAO A O OOAAARAOGOAEOT |
developed in consultation with key government agncies, industry players, civil society, and development
partners. This will ensure that the strategy is sensitive to governmenwide priorities, as well as industry

needs. Moreover, by engaging partners in the development of the strategy, government caswee that key

initiatives are adequately financed and have the best chance of being implemented. Too often, digital
strategies are merely aspirational and lack an effective framework for implementation. In this context, the

present diagnostic couldservéd O A EAU ET OO ET O1 OEA OAOGEOEI1T 1 &£ OF

The government could set out its digital strategy in a clear, public roadmap and action plan, with
transparent and centralized monitoring and an evaluation framework. This will ensure that the
implementation of key priorities is effectively mapped out and that roles and responsibilities for key actions
are clearly defined. Progress could thus be tracked using measurable metrics and milestones that allow key
parties to be held accountable.

To ensure the effectiveness of the strategic framework outlined above, we recommended
establishing an institutional framework where leadership is entrusted to a single agency. While
interagency coordination and collaboration will continue to be important, leadership by committee is
unlikely to be an effective institutional framework moving forwarde particularly, as initiatives become more
complex and require a cadre of technical expestto drive them forward. This setup also makes it more
difficult to hold key stakeholders accountable. An integrated and holistic approach is required, whereby roles
and responsibilities are clearly defined, with leadership conferred to a single entity thashould be given a
solid mandate to provide strategic leadership, support policy development, and coordinate key digital
initiatives.

wcUbO AT OI A AATAZEZEO &O01 1 OEA AOAAOCEIT 1T &# A AT AU
transformation. In ligh t of the recommendation of the Organization for Economic Co-operation and
$ACATTPIAT O jI1 w#s$q AE&QI ORIOCI DEA LOBEOI AAE O 001 A
dialogue and coherence among governmental bodies is required to do the following:

Prepare a comprehenive legal strategy and continuously update it;

Establish regulatory impact assessments and take corrective action accordingly;

Establish additional regulatory sandboxes to test new solutions;

Make available online all digital legislation, accompanied by aasyto-use guide for usersand
Streamline existing laws and regulations covering the digital economy.

=A =4 =8 =8 A

To establish an environment conducive to digital transfomation, several important laws and regulations in
Egypt require updating. These are set out below:
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Update and improve the Telecom Law, which has not been amended since its issuance in 2003

and which remains without executive regulations. In this vein, thelaw could be amended to provide

OAcOI AOT Ou OOAT OPAOAT AU AT A AAOOAET OU &I O AGEOOE

regulation of competitive markets, and the treatment of dominance. It should also allow for the regulated

use of encryptiontechnologies and limit surveillance and interception to predefined cases of absolute
necessity. The licensing scheme needs to be limited to cases such as the regulation of the frequency
spectrum or the regulation of public works necessary to set up a telemmunication network. A licensing
scheme could be included for all telecommunications activities. Restrictions on the import, manufacture,
and commerce of communication equipment could be limited to the setting of technical standards
required to ensure anefficient operation of the networks.

Update the competition framework to cover ex ante merger control and enable the Egyptian

Competition Authority (ECA) to issue fines. Currently, ECA utilizes a notification process for mergers,

whereby potential anticompetitive effects are addressed after a transaction has been concluded, not

before. Additionally, ECA has no power to directly fine violators and must insteagekrecourseto an
economic court, which may issue large fines in proportion to the value of the transaction or
arrangements24

Enhance cooperation, including by creating a network of authorities with competition powers

responsible for ex post competition law enforcement.  While various regulators continue carrying

their mandate to promote competiion in the sectors their oversight enhanced coordination mechanisms
can continue to exist with other authorities such asthe NTRA, CBE or FRA for competition law
enforcement to fight anticompetitive practices. ECA is also encouraged to adopt the 2014 OECD

Recommendation concerning International CeDperation on Competition Investigations and

Proceedings to catckhup with the crossborder nature of internet-based services.

Improve the role of intellectual property in protecting internet users. The following actions are

encouraged in this regard:

0 Sign and adopt the World Intellectual Property Organization (WIPO) Internet Treaties, the Singapore
Treaty on the Law of Trademarks, and the Patent Law Treaty;

o 'T ATA OEA #1171 AOAEAIT #1 AASJ O1999)séxiioh dhiteChiadyirandfer , A x
agreements to eliminate domestic hiring and local dispute resolution requirements to encourage
intellectual property licensing;

o Adopt frameworks that promote cooperative action against piracy of online content or softwa;

o Enact separate digital rights management legislation needed to control or prevent digital copies from
being shared over computer networks or telecommunications networks;

0 Adopt legal measures that provide necessary exclusive rights preventing the infgement of
copyright and other related rights (including Web hosting, streaming, and linking);

0 Make available injunctive relief and disabling of infringing content online; and

0 Recognize intellectual property as an economic asset.

Modernize the e -signature | egislation. The legislation could allow for issuance of licenses to

international e-signature providers and reduce authentication requirements.

Remove excessive penalties in the cybercrime law. The law could be aligned with the Budapest

Convention on Cybercrime.

Provide legal certainty on the eligibility to special business incentives

Amend the Media Law and the Supreme Council for Media Regulation (SCMR).

This is with a view to ease requiremats of registration, remove the excessive punishable acts and

exorbitant offenses, and limit provisions to mediarelated outlets (rather than expand to social and

commercial activities).

24ThebesConsultancy report on the Legal and Regulatory Framework for Digitizing the Egyptian Economy,
https://thebesconsult.com/services/regulatory -reform/.
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1 Reduce the scope of the Personal Data Protection Centre (PDPC). Create streamlined and clear
licensing processes akin to certifications under the General Data Protection Regulati@&@DPR. Prison
sentences could be removed from the Data Protection Law.

The following additional measures are also recommended:

1 Enhance the regulatory framework for e -commerce. Although it is not necessary to have a law that
tackles ecommerce in particular, it is highly recommended that all laws and decrees that may affect e
commerce be reviewed in light of the special nature of-eommerce. Thisincludes in particular dispute
resolution for online transactions, consumer protection, and signatures. This could cover, for example,
the modernization of the new Consumer Protection Law by regulating the international online
contracting dimension to ercourage international online commerce in Egypt. This requires making the
Consumer Protection Authority the coordinating authority for all consumesrelated issues except for
banking and financial instruments and adopting the relevant OECD Recommendations Gonsumer
Protection in eCommerce (2016), in relation to, among others, free services in exchange for consumer
data; new payment mechanisms such as services being charged to mobile phone bills; international
cooperation toward consumer safety; protectiorof persons with disabilities; product safety issues raised
by ordering goods internationally; and liabilities of platforms that facilitate consumefsto-consumer
transactions.

1 Improve existing dispute resolution mechanisms in bodies involved in the digital e conomy. The
entities discussed above have internal dispute resolution mechanisms that, for the most part, consist of
a committee to whom applicants must pay a certain fee for the issuance of a decision, which may be
reviewed by a court. Alternative disputeresolution and online dispute resolution mechanisms could be
considered to reduce time and increase efficiency and certainty of decisions. A tracking mechanism for
the types of complaints and resolutions can help monitor the implementation of digitizatioefforts and
ensure consistency to the extent possible.

The following presents a summanyof the situation:;

1 Egypt has demonstrated a strong commitment to accelerating the digital economy agenda by introducing
much-needed legislation to support digital trarsformation. Currently, a total of 55 laws and regulations
were found relevant to the digital economy, and these cover key areas such as licensing, intellectual
protection rights, cyberspace safety, data protection, and financial transactions.

1 However, a tdal of 18 government entities are involved with overseeing, drafting, or implementing the
regulatory framework pertaining to the digital economy, which calls for a robust coordination
mechanism that ensures the absence of overlap and facilitates strategigjectives.

9 The current legal and regulatory framework is characterized by outdated and overlapping laws and
regulations, vague and discretionary licensing frameworks, heavy approval schemes for access to
equipment, and areas that still remain unregulatedThere are therefore significant opportunities for
OAZEI Oi © 061 AT AAT A %CcUDPOGO AECEOAI OOAT O&I Oi ACEI 1 8

9 Excessive criminal sanctions under certain provisions, such as those in the Cybercrime and Media Laws,
is yet another obstacle that might deter local andhiernational businesses from investing and working

in Egypt.

Table 2 illustrates the key recommendations and suggested activities to improve the legal and
regulatory framework for the digital economy in Egypt . A time span is proposed for each activity
including short-term (3z12 months), mediumterm (12724 months), and long-term (24736 months).



30

Egypt Digital Economy Country Assessment

Table 2. Key Recommendations and Suggested Activities for Digital Legislation and

Regulation
Recommended Actions Time Frame Priority
Digital infrastructure
1 Update and improve the Telecom Law and issue its executive regulations. Medium term High
Digital platforms
1 Improve and modernize IPR and &ignature legislation. Short to medium High
1 Remove excessive penalties in the cybercrimlaw andalign it with the term
Budapest Convention on Cybercrime.
1 Amend the Media Law and its regulations to ease registration requirements
and remove excessive penalties.
1 Reduce the scope of the datarotection regulator and create streamlined and
clear licensing processes and remove prison sentences in the Data Protection
Law.
1 Further modernize the new Consumer Protection Law to align with
international e-commerce.
Digital financial services
1 Issue the relevant secondary regulations for payment systems and services at Short term High
fintech related-matters under the new Banking Law.
Digital entrepreneurship
1 Update the competition framework to preservecompetition in online markets, Medium to long High
prevent anticompetitive mergers, and provide necessary tools to deal with suc term
practices in digital markets.
1 Issue a law allowing investmertbased crowdfunding platforms to be
established inthe Arab Republic ofEgypt.
1  Provide legal certainty on the eligibility of the tech sector to special incentives. Short term Intermediate
Overarching recommendations
1 Create a government body responsible for the digital transformation to do the Short term High
following:
o Prepare a comprehensive legal strategy, and continuously update it.
o Establish regulatory impact assessmentand take corrective action
accordingly.
o Establish more regulatory sandboxes to test new solutions.
o Make available online all digital legslation, together with an easy guide.
o Streamline existing laws and regulations covering digital economy.
1 Enhance cooperation, including by creating a network of authorities with Medium term High
competition powers responsible for ex post competition enforcement across
secbrs.
1 Improve the existing dispute resolution mechanism in bodies involved in the

digital economy through alternative dispute resolution and online dispute
resolution.

Note: Short term = 312 months, medium term = 1224 months, and long term = 2436 months;fintech =financial technology;IPR
= intellectual property rights.



3. Response to COVID-19: Relevant National
Measures

The outbreak of COVID19 in Egypt has underscored the importance of digital infrastructure and
services in supporting health care and delivery to combat the pandemic.  This goes above and beyond
the immediate need to support distance education and teleworking due to the timduction of social
distancing. Like many countries, Egypt has been adversely affected by COYfD The pandemic poses
OEGCT EEZEAAT O AEAIT 1 Al CA O Indeéd, tHe Getebt@@isOde Gf Qobust@Eonoio actviyA A O O «
has been interrupted since tle onset of COVIEL9, with growth declining from 5.6 percent in FY2018/19 to
3.6 percent in FY2019/20. The World Bank forecasts a further decline in growth to 2.3 percent in FY202Q/
before economic activity gradually starts resuming and may not reach prpandemic growth rates before
FY2022/23. Nonetheless, the recergeries of successfuleforms has placedgyptasone of the few countries
to see real GDP growth amid the crisis analso avoid recession in 2020 calendar year as forecasted the
European Bank for Reconstruction and Developmert®.

To monitor the impact of COVID -19, the NTRA published the first report on changes in data usage on

April 20, 2020. The report provides a comparison of data usage between the second week of April and the
second weekof March as a result of COVHDO. It shows an increase in international voice calls by 15 percent,
local voice calls by 3 percent, home internet usage by 87 percent (which later increased to 100 percent), and
mobile internet usage by 18 percent.

As a result, a number of decisions were taken to support and facilitate the usage of broadband
internet, including those set out below:

In the telecom sector

1 MCIT mandated the increase of home internet data packages by 20 percent and offered free browsing
(zero-rating) of the Egyptian Knowledge Bank as well as other educational platforms and websites. This
made services much more affordable during the crisis.

1 For usage of gpayment methods, the NTRA, in collaboration with mobile operators, granted citizens 30
times the charged balance, as free minutes and units.

1 The NTRA instructed the four telecom operators to unify the working hours at their stores for serving
citizens nationwide, from 08:30 to 16:30.

In the health sector

9 Citizens were given free access to hotlinededicated to the Ministry of Health and Population (MoHP),
numbers 105 and 15335, from any landline or mobile service. Telecom Egypt (TE), which operates the
MoHP hotline center, also added 200 additional agents to accommodate the increasing number ofscal
received.

A free hotline (16445) to contact doctors for remote checlups and inquiries about COVIEL9 was set up.
The government launched a mobile health tracking application on Google Store and iOS on April 8. The
system tracks reports on infections; facilitates communication between doctors and citizens; and

= =4

25 https://lwww.ebrd.com/news/2020/ebrd  -revises-down-economicforecastsamid-continuing-coronavirus-uncertainty.html
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provides access to relevant articles, infographics, saf@pping instructions, and answers to frequently
AOEAA NOAOOEIT O8 4A4EEO AT i bl ARATidddmatiod Evebsit€ TaDA OT | .
https://care.gov.eg.

In the education sector

1 To enable access to learning platformsSIM cards were made available at no cost for students who
already owned a device (computer, tablet, or smartphone). Free SIM cards were also made available for
doctors working in quarantined hospitals.

1 The Minister of Education announced the implementation oflistance learning and assessment during
school suspension (as of March 15, 2020, for two week@)ox 3).26

Financial measures to support several sectors

1 Through circulars, the CBE facilitated free registration for-evallets and removed the administrative ées
for e-payment transactions to meet citizesd 1T AAAOh x EEAE -walfetd crédied agaBau30 | E 1 1
percent transaction increase the following month. The CBE currently estimates that 13.5 milliorveallet
mobile phone accounts are registered in theountry.
1 The government introduced a oneyear COVID19 salary tax of 1 percent to support health care and the
social safety net, starting July 2020.
T 4EA Al O1 OOUBO OAAIT AOOAOA 1 Amonthxeketptidnifdk totnpadies inD OT OE
industrial and tourism sectors and a sixmonth period for paying existing liabilities.
 The CBE provided a EGP 3 billion loan to help tourism companies cover salaries and other
commitments.
Businesses received a reduction of electricity for EGP 0.10/kilowatiour begnning in August 2020.
Egypt Post accelerated the developmerf digital payments with the objective to improve financial
inclusion?7: further intervention included providing saving accountswith the highest interest ratesfor
cash in Egyptcurrent accounts golden and silver)with daily interest and the enabling of payments for
government and utility bills, with plansfor the possibleinternational remittance, ATM andhe Egypt Post
Super App(also scheduledo be launched in Q2 2021

=A =4

26 Tarek Shawki, Minister of Education, March 19, 2020tps://www.facebook.com/tshawki/videos/1022286 0204678325/ .
27 MCIT data May 2021
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Box 3
The Education System’s Post-COVID-19 Prospects in Egypt

In comparison to other countries in the Middle East and North Africa region, the disruption to learning in the
Arab Republic of Egypt has been relatively mitigated during the COVID-19 school closure, thanks to the Ministry
of Education and Technical Education (MOETE) reform program that established the connectivity, e-learning
material, and computer-based assessment system unique in the region. Telecom Egypt has already connected
2,600 public secondary schools with fiber optic and MOETE provided tablets for students and teachers in
secondary schools. The digital learning platform enabled the MOETE to respond quickly to school closures in
March 2020, for the creation and roll-out of digital content to all school grades through the Egyptian Knowledge
Bank. Live streaming was made available as well as national distance education TV channels for those with no
access to digital devices. This may have further stimulated public acceptance of technology and accelerated the
ministry’s transition to a blended learning approach for over 20 million students. It assures preparedness for
future disruptions to schooling. The teachers’ role in all this continues to be critical: a survey conducted in May
2020 found that, on average, 29 percent of secondary school teachers do not have an internet connection, and
this constrained their interaction with students. Jointly with the United Nations Children’s Fund (UNICEF), the
United Nations Educational, Scientific, and Cultural Organization (UNESCO), and the World Food Programme, the
World Bank developed a framework to guide the reopening of schools.
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4. Digital Infrastructure

This section highlights the importance of digital infrastructure as a fundamental element for developing the
digital economy in Egypt, analyzes the current situation, and provides recommendations.

Key Messages

1 With 17 distinct submarine cables?® and an ideal geographical location at the crossroads between
Europe, Africa and Asia, Egypt has a solid foundation for becoming a digital hub in the region.

1 The regulatory environment has not made much progress since 2007 and is thus hampering the
accelerated transformation of the country into a digital economy.

1 Mobile broadband service offeringsare competitive, however, there is room for improving the coverage
and quality of fourth generation mobile network (4G) service by licensing more spectrurat affordable
prices, facilitating mobile site acquisition, andncreasingusage offiber to the tower.

9 Fixed broadband service offerings are dominated by statewned TE, which preserves its monopoly over
most fixed infrastructures in and to the country.

1 A numberof options are available to the government to accelerate fiber deployment:

o Investments in fixedinfrastructure made by the government through TE could be complemented by
private sector investments in areas that are commercially viable.

o0 There is untapped fiber capacity in alternative infrastructure such as utility providers (water,
electricity, or national rail), and using right of ways along main roads.

Addressing the constraints of market competitiorand promoting sector regulations which increasesprivate
sector participation is crucial for Egypt to fully embrace a successful digital economy Egypt.

4.1. The Importance of Digital Infrastructure

Fast, high-quality, universal, and affordable broadband internet is a key foundation to unleash the potential

I £ OEA AECEOAIT AATTTiIU AT A AAAAIT A iréaded cogetiity poSitivelyi AET A
affects economic growth, productivity, firm performance and efficiency, and the quality of public institutions and
services. The effect of increased broadband access on economic growth and employment has been well dodachen

(For a review of the latest evidence see Katz and Callorda [2018]; for employment effects, see Hjort and Poulsen
rempyyYs8q #1171 AAOEOEOU AAT OEADPA AT O1 OOEAOGSE AAOGAI T pi Al
the information gap,alleviate asymmetry problems, and improve communication; (b) it is the most cosfffective

and fastest means of connecting all citizens to markets and public and business servicespecially those living in

remote areas; and (C) it increases productivitylowers transaction costs, and optimizes supply chains. (Aker and
Blumenstock 2015).

Digital infrastructure underpins the digital economy . According to a McKinsey report (CabraMoodley, and o
YeboahAmankwah 2014), the internet could contributeOT | A 53 Aocnm AEI T EIT T O | £AOEA
largest potential impact in six key sectors: education, health, agriculture, financial services, retail, and

28 Source Telegeography: FLAG and Aletar (1997), Tabaaba (1998), SeMeWe3 (1998), SeMeWe(2005), Falcon (2006),
SEACOMTata (2009), IMEWE (2010), Hawk, EIG and TE North/TGN (2011), MENA/GBI (2014), SeMeSM@016), AAEL (2017),
PEACE cable (2021), 2Africa and Afriehare planned to be ready for service in 2023.
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government. In 2019, the ICT sector contributed EGP 93.4 billion to the Egyptian GDP (appmadely 4 percent
of the total GDP}®

According to the Network Readiness Index of the WEF Global Information Technology Report from
202030, Egyptis ranked 84t out of 121 economies, showing improvement as compared to the 2019
result of 93 rd and the 2016 result of 96 th. The country hasoutperform ed the other North African countries

in the benchmark andfurther reduced the gap with3 T OOE | A0 E A 766 (Qowlfio® &0 ii2019).1 /E

Egyptd fnking on Broadband speed progressed recently , however further evolution will request
addressing two main bottlenecks: (a)the reliance on TE legacy copper for fixed broadbarid brownfield

areasand (b) the continued limited amount of spectrum assigned to MNOs for mobile broadbandollowing

the recent spectrum assignmenfy AT OE | £ xEEAE 1 Eignifichntly%aChidee@ighér A AE |
broadband speedconnectivity.

In its Sustainable Development Strategy ? Egypt Vision 2030, the government of Egypt recognized the

importance of high-speed broadband connectivity to drive productivity, innovation, and growth. It

noted that digital infrastructure was essential for a modern economy and society and that as such, Egypt
required a National Project for High Speed Internet. To achieve @i AT CACAT AT Oh OEA - #) 4
Strategy setsoutthehigh AOAT T AEAAOEOA 1T £ OAAOGAT 1 PET ¢ OEA ) #4 E
(MCIT 2018).Box 4 shares the views of young entrepreneurs on these issues.

Box 4
Feedback from Young Entrepreneurs—World Bank Workshop, February 27, 2020, Cairo

Startups at the workshop explained that their platforms were hosted outside of the country for a number of
reasons including the limited service and scalability and noncompetitive pricing offered by local data centers
compared with hosting services and cloud packages which are available with the top five international leaders
(such as Amazon). Participant also reinforced the importance of them having high quality internet in order to
ensure local developers’ productivity.

%C UD OB6 B0 Syrateqy andmiction Plan involves théhree strategic pillars detailed in figure 2.

4.2. Diagnostic Findings: Current State of Digital Infrastructure
Development

Broadband internet penetration in Egypt is around  57.331 percent, with mobile devices remain sthe

primary means by which people access the broadband internet  with 52.40 million users (and 4.04

USB Modem.32 By comparison, fixed broadband internet connections§.81 million users) to homes and

offices are mostly limited to the capital and larger cities, as urban areas make up almost 70 percent of the
ATTTAAGAA PI POl AGET 18 4EA Inata fodiged Bréaadbadl is fodd G& B O 6 O

29 NTRA Telecom Market Indicators 2019.

30 https://networkreadinessindex.org/#nri

31 International Telecommunication Union ( ITU ) World Telecommunication/ICT Indicators Database 2019
https://data.worldbank.org/indicator/IT.NET.USER.ZS?locations=EG

32 MCIT ICT Indicators Decenber 2020,
https://mcit.gov.eg/Upcont/Documents/Publications_2142021000_ICT_Indicators_Quarterly_Bulletin_Q4%202020.pdf
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major cities of Cairo and Alexandria. Most critically, dependence on mobile rather than fixéide broadband
means that unmetered pricing or unlimited data use is rare and more expensive. Thus, the availability o
sufficient, unlimited, and highspeed broadband internet across the territory remains a significanproblem
for the development of the digital economy in Egyptas wasacknowledged with the Presidential "Decent
Life" Initiative, that aimsto improve andincrease internet connectivity across the country

Figure 2. Egypt Strategic Pillars and Targets by 2030

Government of Egypt ICT Sustainable
Development Strategy 2030

Key commitments under the Strategy include:

*  Achieving real GDP growth of 12%;

*  Becoming a Digital Hub for the region;

*  Scoring among the top 30 nations in the Global
competitiveness index;

*  Reducing the unemployment rate to 5%;

* Increasing female participation in the labor force to 35%;
and

*  Ending extreme poverty.

Source: MCIT ICT Strategy 2030 http://www.mcit. zov.eg/ict strategy

Source: MCIT 201.

Main Pillars of MCIT Strategy

MCIT Egypt Strategy

Digital Egypt
o? Digital Transformation Human Development Innavation
CT Infrastructurs

velopment

Legislations

Source: MCIT Egypt's ICT Strategy — May 2021

Figure 3. Number of Active Broadband Subscribers per Technology (Millions)
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xDSL
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Source: MCIT ICT IndicatordDecember2020.

xDLS: Fixed internet over copper
USB: Mobile internet over 3G/4G USB modems

Mobile: Mobile internet over smartphones
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The population in Egypt benefits from mobile broadband coverage of around 97.7 percent for 3G, and

61.1 percent for 4G (figure 4).33 While geographic coverage of mobile infrastructure is expanding, the

mobile penetration rate in rural areas remains well béow the national average Egypt is lagging behindts

potential in terms of the number of towers as aresult of two factors: (a) the OT x AOO8 AT 1T OO0
authorization processremains complext4, and (b)alternative mobile network operators are notafforded an

enabling environmentto deploy their own fiber infrastructure to provide backhaul between the towers and

their core networks.

Figure 4. Mobile Coverage

2G mobile share 24.77%
3G mobile share 54.71%
4G mobile share 20.51%
2Gpopulation coverage 98.60%
3G population coverage 97.70%
4G population coverage 61.10%

Sources: GSMA and NTRA data, June 2020.

Egypt was classified among the three cheapest countries for the price of residential fixed and mobile
services (voice and data) in the 2019 Arab Regulators Network (AREGNET) study that covers the 22
member countries (Teligen, Strategy Analytics 2019) (figure 5). Mobile broadband prices for one
gigabyte (GB) of data as a percentage of the gross national inco(@NI) per capita is 0.2 percent (compared
to the Middle East and North Africaaverage of 3 percent), and the entnevel fixed broadband basket price
as a percentage of GDP per capita is 3.3 percent (compared to the middle east and north Afigrage of8
percent) (figure 6). Similarly, the ITUranked Egypt65th3s for data-only mobile broadband (1.5Gbxand Egypt
also met theGNI target below 2% set by Broadband Commissiofthe NTRA just approve the tarif offered
by market players.

Figure 5. Broadband Prices, Arab Republic of Egypt

Smartphone cost (100 = most affordable) 77.8
Mobile prepaid (percent of income) 0.34
Fixed-line broadband (percent of income) 1.28

Sources: Economist Intelligence Unit 2019, ITU, and GSMiata.

33 Based on NTRA records communicated in June 2020.

34 NTRAIndicated the government has initiated a process to improvéower deployment procedures and some reduction in time
has been achieved.

35 |CT Price Tables of 2019
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Figure 6. Mobile Broadband Prices: Price of One Gigabyte of Data as the Percentage of GNI
per Capita
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Note: GNI =Gross National Income.

Source: MNA Tech calculated from ITU dataset 2019.

TE has full control of all international gateways in Egypt 36, operating the five landing stations (figure

7), two on the Mediterranean (Alexandria and Abu Talat) and three on the Red Sea (Suez, Skkhana, and
Zafarana). &1 O AOOOET ¢ AAOI 00 %CU bddoPped A (rplédn@Qed EaAddundark O E h
network known as One Mesh, based on dense wavelength division multiplexing (DWDM) technoldfigure 8).

The transiting capacity is paid to TE per lambda with a price discount based on volume purchased and time
commitment in either lease or indefeasible rights of use (IRU) contracts. The¥ptian governmenthad spent

EGP 30 billion to expand the international interne} corridors coming to Egypt at the end of 2019 and increased
cable that avoids Egypt with a new Israebaudi fiber connection (Enterprise 202@). However, Facebook
through a consortiumwith TE, Vodafone and China Mobilis building a new submarinecabld 2Africadthat

will use two new landing stations and a new path parallel to Suez Canal . TE further owns 50 percent of

OEA wCUDOEAT )1 OAOT AGET T A1 3O0AT AOETA #AAT AO #11 PAT U
choice for licensedoperators to deliver the purchased capacity between the international gateway and their

core network in Egypt.

36 MCIT indicates the possibility to apply for anriternational voice gateway licensethat has beenobtained by Etisalat Misr, but
that all other MNOs ae using TE gateway for economic reasons.
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Figure 7. International Bandwidth Capacity

Egypt

Bandwidth capacity (bit/s per internet user, 2020)

25315

GigE(price/Mbps/month, 3/18)

74.26

10 GigE (price/Mbps/month, 3/19)

66.38

Note: GigE = gigabit Ethernet; Mbps = megabits per second.

Source:MCIT ICT Indicators Bulletin December 2020Felegeography

Figure 8. Submarine Cables Crossing, Arab Republic of Egypt

Qs meetta

3 e Port Said

Source: International Telecommunication Union, Interactive Transmission Map.

TE fixed-fiber infrastructure connects nearly all populated areas of Egypt from TE telecom hubs in

the cities. In addition, TE has invested and deployed fiber to theurb (FTTC)since 2013(NTRA 2017)with
more than 100,000 km of fiber lengtl”. This however means most lastmile connections still rely on the
historical copper network in brownfield areas to reach customer premisedn Egypt As shown infigure 9,
Egypt has significantly developed its national transmission network and the latest government plan is to
connect 1 million new homes to the fiber optic network in 2020Telecom Egypt data also offers fibeto the
home (FTTH) to subscribers in limited areas (Cairo, Alexandria, Hurghada, Luxor, and Aswainiowever

37 MCIT information May 2021
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FTTH is now deployed in allgreenfield areas From World BankMNATectd © AOOEI AOAh OEA O
copper cables would entail an investment of EGPbillion (US$255.4 million).

Figure 9. National Infrastructure Network for Egypt and Benchmark Countries

Egypt, Arab Rep. Kenya Nigeria South Africa
Length of national transmission network (km) 61,000 13,917 30,688 42,152
Geographical area (sq. km) 1,002,450 580,367 923,768 1,219,602
Population density (sg. km) 103.00 94.00 226.00 49.00
National transmission network (km per sg.km) 0.06 0.0240 0.0332 0.0346

Note: km = kilometer; sq km = square kilometer.

Source: NSRC 2019 Publicly available data on national transmission networksand MCIT 2020

The primary OAT EAT AA 11 4A1T AAT T %CcUDPOGO AEQGAA ET £#OAGOOOAC
mile fixed access, and access to international capacity is eliminating private sector investment in fixed

infrastructure. This includes commercially viable areas whex the private sector could bring in more

OAOT OOAAOGh ET OAOGO ET ET ZAOAOOOOAOOOAR AT A AT i BPIATATO
investing EGP6 billion to deploy fiber to connect 32,000 government buildings nationwide and EGAO billion

for phase one on the New Capital City telecom infrastructure, even though this could be equally done by the
private sector (Ahram Online 2020). In an effective competitive market, government funding is usually
reserved for connecting remote areas that wuld be less attractive to private market playersThe lack of
supportive regulatory environment to leveragelicensed operatorsto invest infiber hasresultedin suboptimal

last mile coverage, less resiliennational fiber optic backbonenetworks, and total reliance ongovernment

funding in infrastructure deployments. The government could study options for using alternative
infrastructure such as fiber deployed by utility providers (water, electricity, or national rail) or rights of way

along main roads. e biggest infrastructure challenge is to improve metro rings, network diversity, and last

mile fiber access, including for mobile backhauyl. 3 AA AT @ v &£ O 31 @&dart df tAEDERMA 6§ O A
Life" Presidential initiative, which the state began implementingn 2019, MCIT ismandatedto connectremote

villages with fiber optic cables toconnectone million homes, in addition to improving the quality ofmobile
telecommunication services through providirg the villages with 1000 cell towers.
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Box 5
The Successful Experience of South Africa with Competitive Fiber Optic Markets

South Africa is one of the digital-economy leaders on the African continent, outperforming several sectors.
Digital contributes around 17 percent of service exports and close to 3 percent of GDP (more than the
contribution of agriculture in 2019). With a purchasing power parity-adjusted GDP per capita of US$13,000, it
is also among the few countries in Africa with upper-middle income status. South Africa leads the region in
internet usage (54 percent), mobile phone penetration (80 percent), and broadband coverage (99 percent) and
is ranked 46 out of 140 countries in the World Economic Forum Global Competitiveness Index.

South Africa’s digital infrastructure is relatively robust and has enabled progressively better market outcomes
for consumers. In the past 10 years, the country has moved to an open, competitive regime in terms of its
international connectivity, resulting in the fast growth of international bandwidth usage. Mobile network
operators have played an important part in providing infrastructure, resulting in impressive 3G and 4G national
network coverage. South Africa has nearly reached the Digital Economy for Africa target of 100 percent of
population covered by mobile broadband networks. Fixed-line internet and especially fiber-optic connections to
homes and businesses (FTTX) have experienced rapid growth in recent years, with the most extensive
backbone infrastructure on the continent, around 200,000 kilometers of fiber deployed that can largely be
attributed to commercial fiber operators.

The private sector is playing an increasing role in South Africa’s digital economy, highlighting the importance of
improved dialogue between the government and private sector on existing digital challenges, as shown in the
recent spectrum auction process.

Source ICASA 2020.

Theheavy OAT EAT AA 11 4%80 111 A AEQkbdbodkisidgehAdnOD@IArdforOA OAE
the whole telecommunication market in Egypt. 3 ET Ol A 4 %3 O dclr@nt $edffcovlBhied OE
significant impact on the capacity of other internet serviceproviders (ISPs) and MNOs to maintain their

I PAOAOGET 108 2AA0AET ¢ AAPAT AATAU 11 4%860 1 AOxI OE AT A

use other fiber routes (to build their backbones on redundant architecture and servicesyould be ideal to
increase the resilience of the telecom networks and services in Egypt.

4%060 xEIT 1 AOGAI A OAOOGEAAO AOA AT EIi BT OOAT O O1 OOCAA 1 E
national operators, as shown in figure 10.38 TE provides services to licensed operat@r based on
commercial agreements, validated by the NTRA. On this basis, TE has a thyrear contract with Orange
(formerly Mobinil) and a three-year contract with Vodafone Egypt, both renewed in 2018. TE signed new
transmission and interconnection agreeme®@ O x EOE %OEOAI AO ET *O1 A ¢mnegmns8
the revenue consisted of 49 percent retail (residential 35 percent and enterprise 14 percent), and 51 percent

15 percent). TE announced a 20 percent yeam-year increase in consolidated revenue in the quarter ended

June 30, 2020, with turnover rising to EGP 7.94 billion (US$497 million). It attributed this level of growth to

a spike in rdail revenue, which rose by 43 percent yeaon-year to EGP 3.63 billion. Turnover from the

AT T PATUBO AT i AOOEA xET 1 AOAT A AEOGEOEIT OAAT OAAA 11 OA

Figure 10. Telecom Egypt Operational Revenues

38 Telecom Egypt Wholesalehttps://www.te.eg/wps/portal/te/Business/Wholesale/#TE -Wholesale


https://www.te.eg/wps/portal/te/Business/Wholesale/#TE-Wholesale

42 Egypt Digital Economy Country Assessment

31122018 NN272017

LE. (D) L.E. {0000

Home and personal communicafions B D54 282 5682 272
Enferprse 3 215 287 2627 235
DromesSc wholesale 3 570 733 3 303 833
Intemational camers 4 424 255 4 8568 176
Infemational cables and nebsorks 3 426 025 2 105 766
22 770 582 18 54T 282

Note: LE =Egyptian pound
Source: TE 2018.

The NTRA could consider performing a market study to identify any potential wholesale bottlenecks
and address them. Such a study would inform its efforts to foster competition, safeguard level playing
field for the sector, and avoid distortion of market outcomes, all of which could affect the welfare of end users.

Broadband performance in Egypt is not reaching its full potential. Recent improvements of fixed
broadband services staObAA AOOET ¢ OEA OAAI T A EAIT £ 1T £ ¢npwh OAI A
network upgraded to very high-speed digital subscriber line (VDSL) technology, are shown in figured and

13, blended with some first fiber servicesNonethelessfixed broadband performanceremainslimited by the

primary usage of copper in the last mileof 34.88 megabits per second (Mbps) average download spegd

which could be significantly improved compared tothe world average 0f94.91 Mbps. Still4 AT AAT I  %CUBD
(WE) fixed network was named the fastest fixed network in North Africa for the third and fourth quarters of

20203,

Figure 11. Growth in Fixed Broadband Download Speed (Mbps)

40

2014 2015 2016 2017 2018 2019 2020

Note: Mbps =megabits per second.

39 https://ir.te.ea/en/CorporateNews/PressRelease/139/Telecom -Egypt-wins-the-award-for-the-fastestfixed-network -in-North -
Africa-by-Ookla



https://ir.te.eg/en/CorporateNews/PressRelease/139/Telecom-Egypt-wins-the-award-for-the-fastest-fixed-network-in-North-Africa-by-Ookla
https://ir.te.eg/en/CorporateNews/PressRelease/139/Telecom-Egypt-wins-the-award-for-the-fastest-fixed-network-in-North-Africa-by-Ookla

Egypt Digital Economy Country Assessment 43

31 O0OAAG /1T EI An O3 Décdnibé&Zofndnitps:Iviviv.Speedtest.nktyididaldindex.

Figure 12. Fixed Broadband Download Speed in Benchmarked Countries (Mbps)
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Note: Mbps =megabits per second.

31 O0AAG /1 EI AR O3 DicArb&ZomaohttpsIviwk. dpkedipst itiyigaldindex.

The average mobile data download speed of 20.42 Mbps has increased from 4.45 Mbps in 2016.
However, it has not significantly improved over the past 12 monthsyhile data usage has steadily increased
since the MNOs launched 4G services in 2010Jata usage further increased by 35 percent due to COVID

mitigation measures. Egypt compares unfavorably with the world average download speed 47.20 Mbps
(figure 13). This can be explained by two main factors:

1 The limited amount of spectrum assigned byhe government to mobile service operators. Egypt has
assigned spectrum in only 5 of the 11 bands identified for mobile services, and within those band$as
assigned less spectrum than most other countriehowever this may be adjusted based ospectrum re-
farming with other agencies

 Thelimited EEAAO ET AFOAOOOOAOOOAR T OEAO OEAT 4%60 1 x1
traffic from telecom towers to their core networksand subsequentreliance ofalternative operators on
4 %8 O N Q/Adlega@dérvited®and commercial contracts terms and conditions.

Figurel3. Broadband Quality of Service

40 This relates to the importance for MNOs to have SLAs and QoS targets in their commercial contracts for the wholesale services
provided by TE.

T A
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Public Licensed Operators

The Egyptian market is heavily concentrated , as most ISPsare owned by the four major operators
namely TE,Vodafone, Orange and Etisalat . Established in 1999, Noor is noticeably the only independent
ISP that has carved out a niche serving the enterprise market. MNOs have been granted nominal virfixald

andprimarily OAOAT 1 4% 80 AAPAAEOU OI OEAEO 1 x1 )3008

Egypt has managed to attract large international MNOSs: Etisalat Misr, Orange Egypt, and Vodafone

Egypt (figures 15 and 16) The MNOs offer 2G/3G services and since Septemi2&17, 4G services. Telecom
%CUDOh OEA EOO OOAOEAEAOU 7Ah AAAAI A % cubOBO A& 600
cmpx8 7TA EAOG OI A ET C ACOAAI AT 0O | tbmifigardits lpnked fobtgkint %O E O A
to provide services nationwide. In January 2020, Saudi Telecom Company signed a nonbinding agreement

A O A bPT OOEAI A AANOEOEOEIT T 1 £ 61.HokeEer,linDdcOmbenodaiddeOA AT O
ended talks to sell its Egyptian stake t&audi Telecom Compan*t The current mobile market concentration

index (Herfindahl-Hirschmannindex [HHI]) in Egypt is 3,277, compared to thdliddle East and North Africa

average of 4,491, and the fixed broadband market concentration index is 6,552 compared to Migldle East

and North Africaaverage of 6,8042 This meansthat Egypt hasless concentrated markes than the average

of MENA countries more significantly in mobile. As part of reform measures,a new Mobile Number

41 The confirmation that Vodafone will stay and invest in Egypt was made following meeting between President AbdeFattah E}

3EOCEh 6T AAEITA 'Oi 0P80 #EEAELE wOAAOOEOA | £AZEAAO . EAE 2AAdAR AT A
Seal 2020.

42 In the Herfindahl-Hirschmann Index, the stronger the HHI is in a sectda number ranging between 0 and 10,000 the more

concentrated is the market.
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Portability (MNP) regulation43® was passed June 202By the NTRAthe aim to reducethe transfer process for
subscribersto amaximum of 24 hours.

Figure 14. Total Subscribers Market Share per Mobile Network

Telecom Egypt, 7.4%

Etisalat Misr, 21.6%
Vodafone Egypt,
42.1%

Orange Egypt, 28.9%

Source: TeleGeography September 2020.

Figure 15. Total Subscribers Market Share per Broadband Network

Other Players, 7.0%
Orange Egypt, 4.6%

Vodafone Egypt, 9.4%

Telecom Egypt, 79.0%

Source: TeleGeography September 2020

The mobile market in Egypt is competitive, with four licensed mobile network operators . But
customersremain highly dependent on prepaid mobile packages, and there is growing demand for mobile
data and valueadded services.

43 https://lwww.tra.gov.eg/en/ict -minister-witnesseslaunching-mnp-service-with -new-regulations/
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The incumbent operator, TE, continues to dominate the fixed market. The issuance of a unified

I EAAT OA O1 %C U&dmsEn2017 ivas Bdt duffidier fo@oster competition in the market.

The government could provide regulatory incentives to facilitate deployment of fiber by alternative
operatorsji ET DAOOEAOI AO OA1I AGAA O1 AADI T Uil dde GfcléseH used 1 D A
groups and compound$ andtake additional steps toaddress theongoingdominance of TEn fixed markets.

Promotion of infrastructure sharing, procompetitive open access principles, implementation of transparent
wholesale pricing, and déermination of regulatory remedies could help the fixed markefurther grow. The
April 2020 FTTH Council Europe report highlights the importance of alternative internet service providers
which make up the largest part offiber to the FTTX players and contibute around 56 percent of the total
fiber expansion in Europe(FTTH Council Europe 2020)

Internet Exchange and Data Centers

%CUDPOBGO #! )8 xAO AOOAAIT EOE Adonsksting of themgajorASPA(EtBafatDat® E @ | A
Vodafone Data, TE Data, Noa, Orange, and PCH).TE provides the resources for the operations of CA4X

which is hosted at the TE Ramses central officenternet exchange points (IXPs) are places where ISPs,
content delivery networks (CDNs) and enterprises can interconnect their netorks and exchange traffic.
However, unlike in other countries, there is no CDN international or local? directly connected to CAIX

(AMSIX in Amsterdam connects 880+ network45). The same is true of enterprises, businesses, and
government entities (with the noticeable exception of the MCIT). As of today, they are not allowed to connect

to CAIX, as they would need to have Class A or B licenses from NTRA. Telecom Egypt is partnering with AMS

IX to build a new IXPEGIX,x EOE OEA 1 AEAA OE éd cldddservick ProvidksA £pplidaiioh OAT O
developers, and telecommunications companies looking to enhance the digital experience for internet users

ET %CUDPOh ! £OE A A [(TeldcomiRede®d20) - ItRvAult ifodter eogeiion and improve the

NOAT EOU AT A OAI EAAEI EOU 1T £ %CUPOSO ET OAOT AO EZE DPOE:
could connect to this new IXP (box 6)Egypt has only 62 active ASNS.

Box 6
Why Autonomous System Numbers (ASNs) Are Useful

ASNs are used by internet service providers (ISPs) and operators, educational institutions, the financial sector,
and key national companies, like EgyptAir. An organization having its own ASN means flexibility to change ISPs
as needed, for a better price, contract flexibility, quality of services, and connectivity alternatives, including
multihomed (for example, connect via an internet exchange point (IXP) to multiple ISPs for increased reliability,
including using alternate fiber routes).

While there are several data center offerings in Egypt, mostly located within Greater Cairo and

Alexandria, several of them appear to be carrier data centers and others are Tier Il (TE 2020). In
January 2020, the Administrative Capital for Urban Development (Opiah 2020) awarded Orange a contract
I £ 53Apouv [T EITEIT O AOAAOGA AT A 1T AT ACA OEA T Ax AAIT

platform, with the objective of exploiting smat technologies and providing advanced digital services
including internet-of-things solutions and artificial intelligence. Clearly missing in Egypt are large data
centers built for, and by, the large internet companies and carrieneutral data centers. Inearly 2021, TEis

44 MCIT indicatedCAIX infrastructure has recently been upgraded to accommodailecreasein local traffic dueto COVID19
45 A list of AMSIX connected networks is ahttps://www.ams -ix.net/ams/connected-networks.
46 An active updated list of ASN#& available athttps://bgp.he.net/country/EG .
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planning to open a Tier lll data center with a 2,000 rack capacity in the Smart Villagieveraging its
international connectivity.4?

Legal and Regulatory Framework

In 1998 two laws were issued separating the market's regulatory and operational functions for the

first time. Law No. 19/1998 that formed Telecom Egyptpreviously Egypt National Telecommunications
Organization (ARENTO)as a jointstock company where the government of Egypt still holds 80 peenit. And

Law No. 101/1998 that formed the Telecommunications Regulatory Authority(TRA) as an independent
regulator to replace the Wired and Wireless Communications Regulatory Agenoyandating it among other

things to supervise the telecom sector, monitof D A O Ap@rionénte,andissue licenses.

The Telecommunication Regulation Law (Law No. 10/2003), was issued and ratified in February

2003 to oversee the development of the market and introduce competition in the telecom sector. This

law established theNTRA equipping it with powers of oversightand licensing, interconnection, universal
service, consumer rights, spectrum management, and other regulatory functions. The NTRA has autonomy
in terms of decision making, financing its activities and recruitment. However, it ultimately remains
subordinate to the MCIT. As per the law, MCIT is the policymaker for the sector, and the minister isal
chairman of the NTRA Board.Several other laws and regulations were passed to help legislate for
liberalization. These are further discussed in the detailed reeiw of the legal, regulatoryand institutional
framework in appendix A.

The overlap between policymaking, regulation, ownership, and investment in the sector remains a
fundamental challenge, which poses a high risk of bias towards the incumbent operator, T E, with
corresponding market concentration. Even though the law on competition protection and monopolistic
practices provides the legal framework to address significanmarket power and prevent antcompetitive
behavior 8 there have not yet been any sanatins imposed on TE. While the NTRA can impose penalties on
licensed companies that violate NTRA directives, their directives can, and have been challenged in court,
leading to long periods of regulatory uncertainty®

&OOOEAOQI T OAh %CUBD O bntent ek gighilyAdérériarated AompPake®tb 2018. According

to the 2019 ITU ICT Tracker index, 0 it has lost three points on the regulatory mandate and two points
on the regulatory authority and the regulatory regime. Since 2007 the reguléory authority dimension
has not made progresdut lost 3 points. This calls for action by the government to improve the autonomy,
governance, and capacity of the NTRAhe regulator could be empowered and resourced to further enable
competition, including infrastructure sharing and interconnection regulations. Figure @ reflects the
situation since 2007, highlighting regulatory areas where improvements should take placéancluding
strengthening the regulatoryindependence

47 Smart Village isahiglDAAET T 1 T cU AOOET AOGO AEOOOEAO 11 AAGAA ET oOE T &£ /| AOT |
Decree no. 355 in 2000. Seeattps://www.smart -villages.com/.

48 Law on competition protection and monopolistic practices No. 3 of 2005 amended by No. 190 of 2008.

49 In January 2019, Vodafone Egypt was directed by a Cairo arbitration court to pay EtisalasMiS$41.9 million in arbitration

fees, ending a decadtong dispute.

50 The ITU ICT Regulatory Tracker indexes countries based on their regulatory environment. It tracks countries across four cust

containing a total of 50 indicators and then indicateshe general level of regulation and ranking against other countries,
https://www.itu.int/netd/itu  -d/irt/#/country -card/EGY.
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Figure 16. Arab Republic of Egypt Country Card

- 2007 * 2007

@ 2019 ® 2018
C et Re Y
amew manda
egulatory
gime
Cluster 1: REGULATORY AUTHORITY Cluster 2: REGULATORY MANDATE Cluster 3: REGULATORY REGIME Cluster 4: COMPETITION FRAMEWORK
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Country score 2019: 13 Country score 2019: 17.5 Country score 2019: 19 Country score 2019: 24.3
Country score 2018: 15 Country score 2018: 20.5 Country score 2018: 21 Country score 2018: 24.33

Sources: ITU (International Telecommunication Union), ICT Regulatory Tracker 2019, https://www.itu.int/net4/itu
d/irt/#/country -card/EGY.

Spectrum Licensing

The licensing and affordability of spectrum for a timely rollout of mobile technologies are ongoing
regulatory challenges for Egypt. The country was late when initiatinga 4G licensing process at the end of
2016, and mobile operators have a limited amount of speamm,5! at the lower end of developed countries
spectrum usage for mobile: 42.5 megahertz (MHz) for Orange and Vodafone, 40 MHz for Etisalat, and 15 MHz
for We.Further, 4G licenses in Egypt are more expensive compared to similar benchmarked countrieben
adjusted for population size and difference in GDP (GSMA 2020he circumstanceswere repeated in 2020
with the decision by the government to allow MNOs to bid for one block of 40 MHz and two blocks of 20 MHz
in the 2600 MHz band with a high reserve price (Enterprise 2020b). Vodafone has been awarded the 40
MHz block for an initial payment of $270 million and two further payments of $135 million in 2021 and 2022.
Telecom Egypt obtained a block of 20 MHz for $305 million to be paid 50 percent upfront and witlvo 25
percent subsequent payments in 2021 and 2022. Etisalat outbid Orange in the second stage bidding for the
last 20 MHz block acquiring it for $325 million (Comms Update 2020) Orange remained emptyhanded;a
situation that could have been avoided (sebox 7). The 2600 MHz band is optimal for increasing broadband
speed in dense urban areas but provides limited coverage and weak signal within buildings. In general, a
network that uses higherfrequency spectrum requires more base stations to cover the s@® area as a
network using lower frequencies (GSMA 2019) and mobile site acquisition and fiber backhaul have been
ongoing challenges in Egypt.

51 Spectrum usage in 2018 country averages. Sk#p://research.rewheel .fi/networkeconomics/ .

52 The GSMA note in its report: The impact of spectrum prices on consumeEE COOA ¢ O 4EA OPEEA AAOx AAT
iT061 U ABA O A 10iAAO T £ APPAT OEOA AOOECI i AT OO ET )1 AEAh 4EAE
https://www.gsma.com/spectrum/wp -content/uploads/2019/09/Impact -of-spectrum-prices-on-consumers.pdf
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Box 7
Spectrum Award in France

In December 2019, the French regulator ARCEP launched a procedure to award spectrum for 5G in the main
technology band to foster business competition and innovation and support the development of high-
performant mobile services. ARCEP allowed all four MNOs in France to benefit from a spectrum block of
50MHz at a set price of €305 million to meet the development objective and held an auction for the remaining
11 blocks of 10 MHz, at a reserved price of €70 miillion each, allowing MNOs to compete in building
differentiated service offerings. Spectrum bands were awarded in Novermber 2020 as follows:

3490 MH 1570M 16-40) M 10haH, 3B00 MHz
5FR Bouygues T.
Source ARCEP.

While the international mobile operators present in Egypt have all deployed and activated 5G
services in other markets, there is little information on plans and rules related to deploying the
technology in Egypt. ThelTU World Radiocommunication Conference 2019 (WR(9), took place in Sharm
el-Sheikh from October 28 to November 22, 201#However, Egypt is missing a detailed and communicated
spectrum plan with clear timelines when specific spectrum bands would be madeailable, including welk
designed 5G pilots, which could help realize synergies that are specific to Egypt, inspire efficient and
innovative deployment strategies, and allow MNOs plan their network investments accordingly. See South
Africa (box 5) as an eample of a spectrum development plan.In order to develop this spectrum plan,
coordination will be required between all agencies currently utilizing the various spectrum band$Spectrum
re-farming will need tobe consideredto repurpose the spectrum bands ard legacy equipmentwill need to

be replacedto correspond with more efficient technologies

Service and Infrastructure Licensing

The Telecommunications Regulation Law 10 of 2003 (Telecom Law) regulates the framework for

licensing and access to equipment and encryption .However, the licensing regime under the Telecom Law

is vague and discretionan3) T ¢mpoh . 42180 "1 AOA 1T £ $EOAAOI OO ADPD
Egyptian telecom market, with the main objectiveof enabling all licensed operators to provide similar

services to end usersvith the launch of 4G services and the license award to Etisalat, Vodafone, and Orange

Al O OEA DPOT OEOGET 1T Dbhee ®ritesadndsted onlEd @delingTEA OOEEMAA AADA
commercial arrangements.

Based on the solo-fixed operator situation, and the absence of viable conditions for other players to
replicate TEG @ixed infrastructure , a clear position on wholesale licensing could be develo ped.
Following global best practices, wholesale markets should be subject to regular analysis and review by NTRA.
Such regular checks would enable dominance determination and the timely implementation of regulatory

53 The Telecom Law does not sedut the rules andprinciples applying to the licensing scheme, the conditions or cost for obtaining
a license, the period of a license, the reasons for rejection, or possibility of judicial review.
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remedies provisioned in the Telecom Lawwhich include interconnecting tariffs and quality of service
obligations. The current provision of wholesale services based on commercial agreements concluded
between TE and the MNOs and ISPs are insufficient to develop the market angbarticular, to serve business
needs.

Infrastructure sharing would also be an effective way to lower the costs of deploying broadband
communications networks and to improve connectivity. Sharing also helps protect the environment,
reduce resource consumption, and increasenergy efficiency. The engagement of utility companies (gas,
railway, electricity, water) in infrastructure sharing activities is one way to optimize costs and diversify
revenues. Utilities usually have extensive infrastructure in place that they could motieze, including excess
fiber optical cables, and privileged rightsof-way for building new infrastructures. This could include the
option of setting up one or several wholesale operators, independent of Tt6r broadband access, national
backhauling, and international backhauling.

Despite several infrastructure licenses, deploying mobile towers in Egypt represents a continuing
challenge not only due to the level of investment (around US$1.7 billion according to the World
Bank54) but also given the cumbersom e process of obtaining the necessary permits and licenses. In
response to this issue, MCIT charged the NTRA with issuing a new regulatory framework (Graves 2020) for
licensing and lease mobile tower construction via private and international partnersand the NTRA is
currently in the implementation phase.

The virtual fixed license remains an insufficient remedy , with trickle -down effects on the development
of competition to serve the market, in particular address business needs, andt addressing4 % dothinant
position over fixed infrastructure, including fiber. The ISPs are offering broadband services in some gated
compounds in Egypt using fiber, however this is currently creating small monopoly islands based on

I DPAOAOT 08 O with hrivatediEvAlapers. DuBide of thosegated compoundsalternate operatorslack

54 Egypt Digital Infrastructure Sector AssessmenAppendix D Mobile Tower stategy
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Middle East and North Africa Regional Benchmark for Digital Infrastructure

When benchmarked against other members of the MENA region, Egypt is rated as G&merging 6 in
digital infrastructure (figure 1 7). 4 EEO EO AAOAA 1 UNAQe&hanakdis@i 14 indicadreE 6 O
across areas such as broadband access, quality, affordalilimarket competition, government ownership,

and legal frameworks (figure18).

Figure 17. Arab Republic of Egypt’s Digital Infrastructure Compared to Other Areas of the
Middle East and North Africa

Egypt
\ 4

Il Needs Development [l Emerging il Advanced [l Very Advanced

31 OOAAG 7 IMDA Fechanalysig 6 O

Figure 18. Arab Republic of Egypt’s Digital Infrastructure Compared to the Middle East and
North Africa Average

S N B TV i

Pillar 1: Digital Infrastructure 4.74 5.01 417

Mobile broadband capable market penetration 51% 45% 34%
Fixed broadband household penetration 33% 44% 37%
Fiberto the Premises broadband penetration 0% 15% 1%
Toul used international bandwidth perinternet user -

14.2 146.3 70.6
% of population covered by 3G networks 99% 93% 89%
% of population covered by 4G networks 60% 82% 70%

Mobile broadband download speed (Mbit/s) 17.2 249 17.5
Fixed broadband download speed (Mbit/s) 6.7 174 89
Mobile broadband price - price of 1 GB % GNI per capita 0.2% 3% 4%

Affordability Entry level Fixed broadband basket price % of GDP per

capita 33% 8% 12%

Mobile market concentration index (HHI index) 3,277 4,491 4,632

Market competition SR
Fixed broadband concentration index (HHI Index) 6,552 6,804 7,424
% of government ownership in the mobile market and
Government ownership fixed markets 23% 46% 49%

% of government ownership in the Fixed market 67% 59% 67%

Doesthe country have a legal framework for data

protection/ pri:raycy c;nline‘?g s Diaft P

Doesthe country have a legal framework for cybercrime
prevention?

Legalframeworks

Yes Yes Yes

Note: 3G = third generation mobile network; 4G = fourth generation mobile network; GB = gigabyte; GCC = Gulf Cooperation
Council;GDP = gross domestic piuct; GNI = gross national income; HHI = Herfindaflirschmann Index Kbps= kilobits per
second;MENA= Middle East and North AfricaMbit/ s =megabits per second.

31 OOAAJ 7 IMDA Fechanalysig 8 O
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4.3. Recommendations and Next Steps

Table 3AT A1 UOAO %CUDPOGO AECEOAI ET £ZOAOOOOAOOOA ET OAOI ¢

Table 3. Strengths, Weaknesses, Opportunities, and Threats Analysis on Digital
Infrastructure

Strengths Weaknesses
1  Arab Republic ofEgypt has asignificant national market, | § The government does not leveragen competition and
with a large and relatively young population. private investment to build the national fiber infrastructure
1 Its geographical location, combined with exceptional across the territory.
international connectivity, is a huge asset for becominga 1 4 EA Al O1 60U8 O OA faifing th &diréss) A
regional digital hub. Telecom Egypd miAance on fixal networks, which is
1 Egypt plans to build 14 new smart cities, offang as many hampering creatingprivate investment which is necessary
greenfield opportunities for FTTH. to acceleratedigital infrastructure development.
Opportunities Threats
1 The government can move the infrastructure agenda by | § Government overlap between policymaking, regulation,
undertaking clear policy andregulation reforms. ownership, and investment in the sector continues.
1 The large untapped fiber infrastructure could be made 1 Telecom Egypt might want to maintain wholesale revenues
available through utility companies. from other operators and prevent them from building their
1  Egypt has large international MNOs with extensive own fiber infrastructure.

experience in other markets, including in 5G.

Note: 5G = fifthgeneration mobile network; FTTH = fiber to the home; MNO mobile network operator.

2AAT T 1T AT AAGET T O O1 OOAT OA&I Oi  Adtuke a@ BeOdut®AdWE UA % CUD O

Objective 1: Address policy overlaps and dominance of Telecom Egypt in fixed infrastructure

By introducing the designation of significant market power (SMP) and appropriate regulatory
remedies (in particular asymmetric regulatory measures), the NTRA could address current
constraints on the development of the digital infrastructure. 4 EA AOAEI AAEI EOU 1T &
offers, including service level agreements (SLAS), by dominant operators would represent an important step
in increasing competitive dynamics in the market and further attracting private sector investments. In
addition, regulatory efforts could include opening access to national and international fixed infrastructures
via new licenses to promote competition, acderate the development of the internal market, and promote
the interest of citizens. The NTRA, in focusing on key regulatory bottlenecks, could conduct public
consultations before making important decisions.

The government could consider the appropriate st ructural separation of Telecom Egypt to avoid the
situation in which its vertical integration poses constraints on access to essential infrastructure and favors
certain downstream providers. For examplegovernment could prepare the company for privatization and
private sector investment

The government could review and amend the Communications Law for the first time since its
issuance in 2003 and publish relevant executive regulations and suliegislation for regulatory transparency
and certainty in the market Key areas of focus include the regulation of competitive markets, treatment of
dominance, licensing regulations and standard licensing schemmeanda limit on the rules related to the
import, manufacture, and commece of communication equipment to the setting of technical standards.

Qu
0O)

OA
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The government could resolve the overlap in the sector between policy making, regulation,
ownership of the incumbent, and investment via structural separation to ensure independence
between the ministry in charge of the sector (MCIT) and the regulatory authority (NTRA).

Objective 2: Improve the supply of broadband through fostering competition and allowing private
investment in fixed infrastructure.

Introduce competition in the fixed digit al infrastructure by allowing one or several wholesale

physical alternatives to the incumbent , Telecom Egypt. This can be achieved in two principal ways. First,
liberalizing the sector through the use of existing fiber networks managed by utility companied his would

increase the reliability and availability of networks and services using existing assets. Second, alternative
operators could befacilitated to deploy their own fiober by AOT EAET C EECE AT 000 1T £ ¢
infrastructure . The governmat of Egypt cannot continue to be the only source of funding for fiber
deployment costs in the country.

Support greater alignment in the deployment of linear infrastructure . There is scope to do more to
support parallel infrastructure deployment (for example, with transport and energy), given the wide
infrastructure gaps faced, by allowing selective private investments and applying dignce policies for linear
infrastructure deployment. This would facilitate the access of licensed operators to important irdstructure

(for example, ducts and manholes, poles, international gateways, landing stations), thereby reducing the cost
of fiber optic infrastructure deployment for the government.

Develop and implement a national spectrum plan in cooperation with indust ry and government
OOAEAET T AAOO8 30AE A b1 AT x1 01 A E Aspdcttui /EGfarmirgAndGCT OA O
the release of specific spectrum bands to MNOs. Visibility and certainty are important to allow MNOs and

other stakeholders to plan their investments in radio access network infrastructures and enable efficient use

of spectrum by the timely introduction of new technologies. Efficient allocation enables loAgrm economic

and social value for mobile services, and this includes setting fair speatn prices in accordance with the
OPAAEAZEA | AOEAO AEOAOI OOAT AAOG8 4EA AAAAI AOCAOGETT 1 E
response to the COVIEL9 crisis.

Objective 3: Stimulate further demand to catalyze investment.

Build at least one large world -class carrier -neutral and open -access data center in the country. This

is critical if Egypt is to become a digital hub in the regiorkirst, by localizing the content, the cost of access
goes down significantly as it avoidshe need for expensive international capacity. Second, latency issues will
improve as the content is physically closer to the end user (fewer hops and congestion). Finally, users
respond positively to faster interaction and response and as such, demandileely to increase.

Amend the CAIX membership rules and align the relevant licensing and regulatory frameworks or
license a new IXP. To fully benefit from the potential of having an IXP, membership could be extended to
allow the interconnection and exchangeof traffic with CDNs, enterprises, and private and public entities
registered in Egypt that have an ASN. Important additional steps would be to allow international ISPs to
directly connect to the CAIX, or a new IXP.

Implement enabling 5G policies to prepa re for the rollout and attract the necessary investments . In
this respect, it is crucial that various government and regulatory agencies provide relevant signals to the
market by ensuring that any potential regulatory barriers are quickly addressed. Egymiould take a whole
of-government approach, led by an inteministerial body, to comprehensively address all aspects and
challenges of a 5G era.
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Table 4 summarizes the key recommendations for Egypt with regards to digital infrastructure and suggested
activities. A time span is proposed for each activity including shotterm (3z12 months), mediumterm (127

24 months), and long-term (24736 months).

Table 4. Key Recommendations and Suggested Activities for Arab Republic of Egypt with

Regard to Digital Infrastructure

Recommended actions Time frame Priority
Objective 1:Address policy overlaps and dominance of Telecom Egypt in fixed infrastructure.

Foster competition by NTRAIn fixed networks and services by addressing the]  Short term High
dominance of larger players, which currently constrains development of the

digital infrastructure and economy. Such remedies could include asymmetric

regulatory measures following the designation oignificant market power.

The government could ensure that the vertical integration of TE does not pos Medium term High
constraints on access to essential infrastructure and does not favor any

downstream provider of services through an appropriate form okeparation

of the incumbent.

The government could review the Communications Law that has not been Long term High

amended since its issuance in 2003 and publish the relevant executive
regulations and sublegislations.

Objective 2:Improve the supply of broadband through fostering competition a
fixed infrastructure.

nd allowing private investment in

HaveNTRAfacilitate competition in the fixed digital infrastructure by Short to High
licensing of one or several specialized wholesale carrieproviding fiber medium term

alternatives to the incumbent TE, by (a) leveraging the existing fiber

networks managed by utility companies and (b¥acilitating alternative

operators deploy their own fiberby the use of4 %6 © AOAO ET1 £0

The NTRA could promote infrastructure sharing, procompetitive open access Medium term High

principles, implementation of transparent wholesale pricing, and
determination of regulatory remediesthat could help the marketfurther
grow.

The NTRA could develp and implement a national spectrum plan, in
cooperation with industry and government stakeholders. Sucha plan would
EAAT OE £U %C U bspdrttum @HEarmin@andtheleleaBé @ specific
bands to MNOssetting fair spectrum pricesin accordance wth the specific
market circumstances.

Medium Term

Intermediate

Objective 3: Stimulate further demand to catalyze investment.

4EA -#)4 AT OI A 1 AOGAOACA wcupOEO EI
one or several open andarrier-neutral IXPs and attracting international ISPs
and cloud companies to build and fill at least one large data center.

Medium term

High

The MCIT could design an enabling environment for 5G and adopt a whalé
government approach to address thehallenges and opportunities it creates.

Long term

Intermediate

Note: Short term = 312 months, medium term = 1224 months, and long term = 2436 months. 5G = fifth generation mobile
network; ISP = internet service provider; IXP = internet exchange pointICIT =Ministry of Communications and Information
Technology, NTRA = National Telecomunications Regulatory Authority; SMP =significant market power; TE = Telecom Egypt.



5. Digital Skills

This section explores the current state ofligital skills and literacy in Egypt and considers what more can be
done to support progress.

Key Messages

T 4EA C1 OAOT i AT 660 OOOAOACU A1 O AAGATI T PET C wcUDPO AO
developing relevant digital skills.

9 Digitization of manufacturing and other key sectors of the economy is contingent upon the availability of
a skilled labor force, wellversed ininformation technology (IT), software, networking, cybersecurity,
and big data.

1 The low level of basic literacyand numeracy skills in a large proportion of the population constrains
digital skills development in Egypt.

1 Opportunities for lifelong learning and development in line with rapidly changing technology remain
limited and could be further developed to respod to the nature of jobs arising from new technologies.

1 The government has initiated bold reforms to modernize the education system, centered on expanding
digital infrastructure and digital learning.

1 The governmenthas introduced severalinitiatives to increasethe supply of digital skills in support of
digital transformation, which nowcan be further strengthenedto match the evolving demand

5.1. The Importance of Digital Skills

Digitization is changing the nature of jobs and the skills needed to  perform these jobs. An increasing

number of jobs will require digital skills at various levels of proficiency. These jobs will be in both the

traditional ICT sector and across all sectors, as new technologies become more widely available. Digital skills
also can boost productivity and lead to the creation of new jobs, in the ICT sector and broadly as a catalyst
for innovation across sectors.

Digital skills refer to skills related to the use of technology  to access, manage, understand, integrate,

communicate , evaluate, and create information safely and appropriately. Digital skills are the

Al 01 AACGET1T &I O A AECEOAT AATTTiIUR AT AAT ETA/CdigileyOEUAT

competent workforce strengthens the foundational pillars of the ecommy through the installation of digital
infrastructure (for example, connectivity and data repositories); the growth of digital entrepreneurship (for
example through, innovation, incubators, and €ommerce; and the development and use of digital
platforms and financial services. Also, a digitally literate population, comprising a large majority with basic
digital skills and a critical mass of skilled personnel and advanced specialists, helps promote the application
of digital tools and processes in a varigtof sectors, including the informal service sector, agriculture, energy,
transportation, commerce, health and education. Basic digital skills are a critical precondition for uptake and
therefore reaping the benefits stemming from greater access to conn@aty and technology. Digital skills
are also a prerequisite for inclusive and effective access to digitally enabled services and platforms (for
example, egovernment services, digital financial services,-eommerce, online education).
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This section draws on existing conceptualization frameworks in examining existing and future

demand and supply for digital skills. These frameworks categorize proficiency levels into four broad
categories: basic, intermediate, advanced, and highly specialized (l®x The @01 AZEAEAT AU 1 AOGAT O
AT ¢cT1 EOEOA AEAI T AT cAh OEA ATl i Pl AgEOU T &£ OEA OAQEON
Vuorikari, and Punie2017). Figure 19 presents a rough mapping of skills based on theoretical and analytical
dimension and job-specific competencies (Mikhail 2007. This categorization helps in the analysis of the
alignment or lack thereof of the supply of digital skillgelative to the demand for such skills in the economy.

Assessment of current demand and supply of digil skills in Egypt is challenging in a context of limited
information on key indicators. The next section provides insights to the demand and supply of digital skills.

Box 8
Digital Skills

Basic digital skills are needed to use simple digital devices and applications such as computers and
smartphones, access and store information from online resources, and use online accounts and profiles. Basic
digital skKills are typically used in vocational or informal sector occupations and occupations involving routine
tasks. Basic digital skills are required by all citizens to ensure inclusion and a growing digital economy.

Intermediate digital skills are job-ready skKills that enable individuals to independently use digital tools for
more significant task-oriented purposes, which involve a better understanding of content. They are required in
mid-level occupations, such as skilled technicians, or in formal small and medium enterprises. Intermediate
skills include using professional software for presentations and analytics, digital marketing and social media
analytics, and Web and graphic design. Intermediate skills encourage wider and faster use of digital
technologies.

Advanced digital skills require greater analytical skills and important theoretical knowledge and are typically
required of occupations with a high level of information and communication technologies (ICT) intensity
involving applications of digital technologies. ICT specialists, engineers, and increasingly, finance professionals
use technology in empowering and transformative ways. Advanced digital skills can be used to develop digital
technology, products, and services; programming; big data analytics; cloud computing; Web development;
cybersecurity; and search engine optimization. Advanced digital skills are required to diffuse and adopt new
digital technologies across sectors and create a flourishing and digital economy.

Highly specialized digital skills are required in scientific and advanced professional occupations and represent
the ability to develop new digital technologies, products, and services. They are needed to solve complex
problems, guide others, contribute to professional practice, and propose new ideas to the field. These skills are
mainly imparted by postgraduate programs in applied mathematics and computer engineering courses of high
quality.
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Figure 19. Skills Needed for the Digital Economy
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5.2. Diagnostic Findings: Demand and Supply of Digital Skills

In recent decades, the demand for digital skills has increased as the economy becomes digitized with

the spread of digital technologies in many traditional  manufacturing and service sectors, and as the
government adopts technologies for its operations.  With emerging ICTFintensive sectors, such as-e
commerce, bioengineering, internetenabled offshoring, and online work, the economy requires a workforce
with a range of digital competencies from intermediate and advanced to highly specialized. Moreover,
demand is also set to increase from traditional sectors, which are increasingly using digital technologies
(such as agriculture, construction, transportation andogistics, manufacturing, banking and finance, health,
education, and government). Basic digital skills are vital to the expansion ofgevernment services and
digital inclusion. Advanced digital skills are also likely to be in demand beyond individual cotries to
regional and global markets.

Forecasting demand for digital skills is subject to uncertainty due to the fasthanging needs driven by the
rapid changes in technology. The following priority sectors rad directions for digitization can be good
indicators of a future increase in demand for digital skills in Egypt.
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Digital skills are essential for the digital economy, and in Egypt, demand continues to grow. Basic

digital skills, such as use of a computeor smartphone, email communication Web research, and online
transactions are essential to the future workforce. Nearly all individuals recruited for jobs at most companies

in Egypt require at least a basic level of such skills. Basic skills are essenfla) O %CUD OGO Al i PAOE
Al 01 AAPATA 11 OEA AT O1 OOUBO OAOOEAAO OAAOI 060 AAE
professional software and managing data. The share of employees needing more advanced digital skills will

likely increase as sectors become more digitally enabled.

The government of Egypt is intently promoting digital development through ICT manufacturing and
various other initiatives, which are likely to increase demand for digital skills. The following factors
drive the increasing demand for digital skills in Egypt: (a) increase of automation of manufacturing
processes; (b) rise in tasks carried out by robots and artificial intelligence (Al); (c) growth in electronic
networking between manufacturers and suppliers aross the nation and globally; (d) the growing number of
design houses and digitization of design to create faster prototypes; (e) use of smarter products with
embedded software; (f) planned development of 20 smart cities;gj emerging internet of things (IoT)
applications, for example, in agricultureand digitization of health services and () the growth of athree-
dimensional (3D) ecosystem in Egypamong others

%CUDOGO AAOGAIT T PI AT O AO AT Al AAOOIT T EA EOA sGivaNeOCE Ol
establishing technology parks throughout the country, especially in underprivileged regions. The

initiative covers electronics manufacturing and outsourcing, call centers, electronic design and
manufacturing, IT design, programming, and IT assemblgmong other areas. The vision of this initiative is

01 OAAAE 100 O %cuUPOSO OAI AT OAA Ul OOE AT A DPOIT OEAA
innovation and technological advancements.

The rapid growth of electronic exports will in turn increase demand for digital skills. Apart from a
large domestic market, the government aims to leverage its strategic location and low cost to promote Egypt
as the regional electronics hub for the Gulf countries and Africa. Forecasts suggest that the EgyptCT
sector valug and the share of ICT manufacturing exportas a percenage of total output, are projected to
increase due tamproved policy and commercial focus on electronics exports.

An Al ecosystem is starting to emerge in Egypt . Key areas projected to realize a large economic impact
from Al by 2030 include trade, food and beverage, hospitality, transport, medidinancial technology
(fintech), and public sector health and education. These areas are likely to generate a largershaf
employment and tourism, leading to a further increase in the demand for advanced digital skills.

Digital platforms are growing fast in Egypt. This makes buying goods, hailing rides, and ordering food
more convenient. Digital platforms in the countryare steadily rising in gross merchandise value (GMY)
providing income for online sellers and drivers, generating downstream employment, and already (or
potentially) contributing to government tax revenue.

55 (Egypt Makes Electronics %- %qé6 AEI O O AAOAT 1B AT A DPOIT i1 OA OEA Ai AAOOI T EAO
of the key props for the growth of the Egyptian economy and the main contributor to doubling Egyptian exports, to reduce imports

of electronic and electrical appliances for the domestic market, and to provide hundreds of thousands of jobs for researchers

engneers, skilled technicians, and workergEgypt Makes Electronics website)
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Gaining a better understanding of th e supply of digital skills is important to help identify any gaps
between demand and supply, including disparities due to gender or geographical area.  The following
background explains the situation in Egypt:

9 Digital competences, apart from the most basisuch as using a mobile phone for voice calls or simple
messages, cannot be developed without foundational literacy and numeracy skills.

9 Basic digital skills can be provided in school (up to high school level) or in rapid skills training (boot
camps). Intemediate digital skills at the upper secondary level, in technical and vocational education
and training (TVET) institutions, and technology programs in shortycle tertiary institutions.

1 Advanced digital skills require greater theoretical content and woul typically be provided in relevant
undergraduate courses in universities and other tertiary level institutions through core engineering
programs, especially electrical and computer engineering, science programs and mathematics
undergraduate courses. Bootamps and rapid skilling or coding courses can also help produce advanced
digital skills, especially when there are spikes in demand for specific skills or programming languages.
These can be delivered by universities in partnership with private companiesr by the latter on their
own.

'l OET OCE %CUDPO OATEO 11 100 T &£ pt1p AT O1 OOEAO ET OE/
digital skills among the population (4.7 out of 7), it still sits below the MENA  average. Egypt scores 54
out of 100, comparedwith the Middle East and North Africa average of 62@ee figure 21). The rapid spread

of mobile phones and mobile internet services in Egypt means that a large proportion of the population has
some familiarity with devices (mainly phones), has access to some digital services (government services and
payments), and uses social media. However, there are several challenges, including low literacy and
numeracy levels, low skills set among graduates, and a genedakline in the quality of technical and higher
education and scientific research. Tése challenges arékely to affect digital development in all other pillars

of the digital economyif they are not addressed in a systematic wayAlthough ongoing initiati ves (new
specialized initiatives-Egypt university of Informatics, undergraduates and postgraduates, and lifelong
learning) are well recognized efforts are still needed to develop digital skills in alignment withinternational
rankings.

A key challenge to developing digital skills in Egypt is the low level of basic literacy and numeracy

skills in a large percentage of the population; basic literacy and numeracy are essential prerequisites

for acquiring even the most basic digital skills. In 2013 the United States Agency for International
Development (USAID reported one in five students in grade 3 culd not read a single word from a reading
DPAOOGACA AT A A1 OAO COAAA 1 AO A£OT ACEITAITU EI 1 EOAOA
- AOGEAT ACEAO AT A 3AEAT AR 300AU j4)-33Qq OEix OEAO 11
international benchmark of performance in mathematics, compared to the international average of 84
percent (TIMSS 2015)! 1 OT h %CUDP OGS O 5PAGES IO BteriaiionalRedding; Litgpacy Study

(PIRLS) show that about 70 percentf students did not reach thed1 I x6 ET OAOT AQEIRUSAT A/
2016). Learningadjusted years of school, factoring in what children learn, is only 6.3 years. Similarkgypt

scores low on theWorld Economic ForumGlobal Competitivenesgankings on critical thinking in teaching

with a score of 2.7 out of a 7.0. These foundational gaps in basic mathematics and literacy will pose challenges

in improving digital skills in Egypt and therefore constrain innovation and the opportunities offered by the

digital economy.

Relative to the MENA region, the Global Competitiveness index reveals that Egypt is still lagging
behind the region average in terms of both higher education and training, as well as labor market
efficiency (ITU 2018, for example) This has been echoed in the Global Talent Competitiveness Indicators
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(GTCI) According to the 2018GTCl report, Egypt is below the income group average in four main pillars:
Enable, Attact, Grow, and Vocational Technical Skillsvith Egypt ranking 104 out of 119 countries globally
(INSEAD 2018) More specifically, the relevance of the education system to the economy is decreasing in
score but stable in rank. This indicates that there is a skill mismatch between the education system and labor

market requirements bringing % C U Baing of the relA OAT AA T £ %CUD O dtdd11AtdA AQE |

119 globally. Making progress in these indicators requires close collaboration with the private sect@and
other relevant stakeholders Singapore is an example of where government works closely with the pate
sector to identify and develop digital skills (box 9).

Box 9
Strengthening Private Sector Collaboration to Identify Skills Needs in Singapore.

While governments are responsible for providing education as a public good, the private sector drives change
and digital disruption in the economy. This fact emphasizes the importance of stronger public-private
partnerships in defining the skills needs of the digital economy. Singapore provides an example of using public-
private partnerships in developing digital skills. In 2016, the government of Singapore identified 23 industries
for which “Industry Transformation Maps” (ITMs) would be developed in order to forecast likely trends in those
industries, as a way to help define future skills needs, among other policy areas. These ITMs were completed
and inform various policy decisions, including on skills development. The process of development of the ITMs
involved partnership and systematic consultation between government, the private sector, and other
stakeholders. This model represents a positive example of collaboration between the government and private
sector to define skills needs. The private sector also has a direct role in supporting skills development by
providing either training or internships for industry experience.

Source World Bank 2019a.

The development of advanced digital skills is constrained by the low enroliment in and completion

of technology -related subjects in tertiary educaton .%CUDO8 O EECEAO AAOAAOQEI I
34 percent compared to the MENAverage of 39 percentsee Figure @) and 49 percent of the students
enrolled in universities (53% in public universities and 45% in private universities) are female. This restricts
the pipeline of those who could enroll in technical, professional, mathematics, and science courses in higher
education and thereforeconstrains the development of advanced digital lslls. Less than a quarter of the
small number of students in higher education (men and women) are enrolled in mathematics and
science Estimates indicate a tertiary education graduation rate o22.6percent from technical-related
subjectsfor femaless and 11 percent fromscience, engineering and mathematics programs for both sexes,
compared to the MENA average of 27 percerlany countries are integrating digital skills in the curriculum
across the entire education system to strengthen the pipeline fatigital skills (see box 10).

Figure 20. Advanced Digital Skills in Arab Republic of Egypt Compared with the Middle
East and North Africa Average, Students

C(
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Note: Enl. = enroliment; MENA = Middle East and North Africa; tech. = technology.

Source: Calculdons from the Global Competitiveness Assessment Report.

Box 10
Integration of Digital Skills in the Curriculum for All Grades.

The integration of coding in school curricula is compulsory in many developed countries, where education
authorities around the world are introducing computer programming, coding, and software development into
school curricula. For example, United Kingdom schools, colleges, and universities have embedded digital skills
across every subject to ensure that all graduates have the right skills for a highly digitized economy, across all
roles. The Singaporean “Code@ SG” initiative is another example that aims to establish coding as a “national
capability” starting from early-grade education and continuing through secondary school.

The Netherlands provides an example of integration of digital skills in the curriculum to help build a
pipeline for digital skills. In the Netherlands, the National Technology Pact 2016-2020 is an expression of the
government’s effort to boost technology-related skills development within schools as well as in vocational
education systems. The focus of this strategy, among other areas, is enhancing school- and college-based
provision, with an emphasis on ensuring that students enroll in technology-related courses and progress into
technology related jobs. This strategy involves enhancing the professional capacities of technology teachers
and promoting collaboration between the education system and employers in course development, teacher
training, and internships for students.

Source World Bank compilation.

Technical -vocational and higher education institutions are not producing graduates with the

relevant skill set, especially in the technical -professional and mathematics courses, which severely

constrains innovation and technology adoption.  Egypt scores 54 percent (3.1 out of 7 and ranks 133 out

of 141 countries) on the Global Competitiveness report assessment in terms of graduate s&éts compared

to the MENA average of 62.9 peent (Schwab2019). This means that companies miss out on innovation

i DPi 0OOOT EOEAO | xEEAE A@Di AET O OEA Al O (SohwaboolahAi OA
Moreover, about 20 percent of IT, machinery, and electronics firms point to the inaduately educated

x| OEZAlI OAA AO A [T AET O Ai1 OOOAEIT 08 4EEO Al O OAm AAOD
Global Competitiveness ranking assessment compared to the MENA average of 58 per¢8ohwab2019)

(figure 21). Most universities have not updated their computer science, electronics, telecommunications, and
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information management courses in a long time. Key specializations that are considered necessary for a
broad and successful digital economy are also limited in supply: these incledcybersecurity, mobile
computing, block chain, internet of things(IOT), network and cloud technology, ICT hardware and service
infrastructure, IT management (ITM), software development and engineering, big data, data storage and
analytics, digital multimedia,cyber securityand Al. Even more serious is the lack of industry experience and
OEAOAAZEI OA 1 AAE 1T &£ DOAAOEAAI AP DIl E Adhddding Ttéchnokodickl A E
environment. Box 11 provides examples of boot camps for acceleratiuiggital skills.

Figure 21. Specific Digital Skills in Arab Republic of Egypt Compared with the Middle East
and North Africa Average, by Skills
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Note: ICT =information and communication technologies; MENA = Middle East and North Africa.

Source:Calculationsfrom the Global Competitiveness Assessment Report.

Moreover, training opportunities for those in the workforce or currently out of school are limited,

making the adoption of new technologies difficult.  Only a few formal sector firms invest irthe training of
their workforce. The Global Competitiveness assessment of the extent of staff training in Egypt is 3.9 out of
7 with a 48 out of 100 and a global rating of 75 out of 141 countrigSchwab2019), thus limiting productivity

and digital uptake.
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Box 11
Boot Camps Have Emerged as Effective Skills Accelerators in Many Countries.

Boot camps are being used in many countries to address severe shortages of talent in the area of digital skills and
are proving to be better equipped to respond in real time to industry needs. Boot camps are intensive three-to-six-
month programs that provide the practical foundations of computer programming and related digital skills in a
hands-on learning environment by combining traditional vocational training with socioemotional tech skills to
prepare individuals for entry-level tech positions. For example, coding boot camps have gained international
attention because they tend to target people who are outside the industry and have little or no experience in coding.
Providers of boot camps are mainly commercial or social enterprises outside the formal education system of the
countries in which they operate. Boot camps focus on rapid upskilling career readiness and on developing applied
digital skKills for job readiness. They, therefore, help provide relevant digital skills in areas where there is high
industry demand and a need for employment for youth.

Some examples of coding boot camps include the following: Learn Tech Labs (San Francisco, United States);
Founders & Coders (United Kingdom); Laboratoria and Codealab41 (Mexico); Moringa School, eMobilis, SamaSource
(Renya); xPerience, IT Varsity (South Africa); RACE AITI (Ghana); Andela (Nigeria); Ace Hacker and Geek Skool (India);
Ruby on the Beach (Indonesia); Desafio Latam (Chile, Colombia, and Mexico); and World Tech Makers (Colombia,
Brazil).

The following initiatives support the development of digital skillsbut need to be ramped up to
better respond to the fastchanging labor market needs:

1 Human resources and skills development in digital technologies form part of the national
AAGAT T BI AT & Dl Al vihidh at2dkidulbted inBHE 1 Digitad Transformatio n Strategy,
National Artificial Intelligence strategy, and the Egypt Vision 2030 . Egypt has adopted national
initiatives to develop knowledge, innovation, scientific researchand business incubationThese efforts
could be boosted further through more tinely data on the needs of the labor market. Singapore provides
an example of using Al to provide real time data on the labor market (see box 12urrent effortsto use
Al by MCIT and its affiliateds an encouragingmove in the right direction.

1 Egypt recognizes the importance of digital skills in promoting more sustainable and inclusive
growth. It is committed to improving learning outcomes and promoting digital skills and has
adopted a strategy for digital literac y for primary and secondary education. The government has
initiated bold reforms to modernize the education system and catapult education outcomes toward its
Vision 2030 targets. These reforms include establishing an education technology entity with legal
standing and governance structure, building a digital infrastructure for the education system, connecting
schools to fiber optic cables, providing digital learning resources, mainstreaming education innovation,
and addressing gender gaps and stereotypes @mrollment across all levels of education in mathematics
and science. Also, the ongoing education reforms aim to shift learning toward higherder skills,
including mainstreaming digital skills into the new curriculum, digital content for K12, and the rew
testing approach geared toward testing higheiorder skills (for example, critical thinking and analytical
skills, rather than rote learning). A study portal and new platform allowing teachers and all students in
Kz12 to communicate was established in pagnership with Edmodo to ensure learning continuity during
the COVIB19 pandemic and will continue as a key feature of the education system.

1 MCIT is promoting initiatives to support the development of digital skills in collaboration with
the private sector and other local and international partners. A series of pograms have been
launched such as Digital Egypt Builders Initiative, learning innovation hubs (for example Creativa)
capacity building for Al and various scholarshipsthat are focused on digital &ills as well as the
establishment of technology universities All these initiatives reflectgrowing efforts to prepare citizens
for the digital economy. Whilst the impact of these programs are being measured, implementation and
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impact of these capacitybuilding initiatives is closely monitored to measure translation intodetermine
whether they resultin job creation, employment rate, and gig economy a comprehensive digital strategy
is required to determine the skills gaps and private sector market needs

In 2018, the Ministry of Education and Technical Education launched a national initiative for digital

literacy for young people in collaboration with the Egypt Knowledge Bank and Technical Education.

The Ministry of Education and IBM launched a Pathwawp iTechnology Early College High School{FECH)
Egypt initiative that provides students with skills and experience for technologyelated jobs, in areas such
as cybersecurity, cloud computing, digital design, data analytics, and artificial intelligence.dgpcompleting
the five-year integrated learning curriculum, the students will be qualified for job opportunities in the
specific areas of technology study and further college education at computer science faculties in Egypt.

In 2017, MCIT and the Informati on Technology Industry Development Agency (ITIDA) developed

a national competency framework and an online platform to provide both training and a skills
repository, thereby providing a foundation for digital skills development in Egypt. Most notably,
skills development programs are ongoing via the Information Technology Institute (ITl) training
program. ITI is a specialized training program that develops technical and professional capacities for
setting up, operating, and maintaining fiberoptic networks and aims to develop the technical capabilities
of up to 20 trainers and 1,500 technicians. ITI and Palo Alto Networks, Inbave signed a memorandum
of understanding (MoU) with the objective of training 1,000 young trainers on the latest digital
cybersecurity educational technologies through integrative learning tools. The intention is to reach a
total of 5,000 young trainers.

Box 12
Singapore: The Use of Artificial Intelligence to Secure Real Time Data on the Labor
Market

Artificial Intelligence (Al) applications can help quickly pull data from various sources like job postings, social
media, and government websites to predict jobs demand. For example, using Al, Singapore’s MyCareersFuture,
a government-sponsored job-matching platform, analyzes real-time online labor market information from
multiple job boards to forecast future jobs and skills requirements. Having access to just-in-time market
information can then help education and training institutions to adjust their curriculum to the needs of
employers, to guide government policies and investment, and to increase the overall efficiency of the
workforce development system.


https://www.mycareersfuture.sg/docs/mycareersfuture_sg_user_faqs.pdf.
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Middle East and North Africa Regional Benchmark for Digital Skills

7EAT AAT AEi AOEAA ACAET OO0 1 OEAO 1 AT AAOGO 1T &£ OGEA - %.!
digital skills (figure 2 2). 4 EEO EO AAOAA 1 MNAO&BRanaly$istot nne indicatdisGadoss

areas such agnternet use, social mediaand digital skills (figure 23).

Figure 22. Arab Republic of Egypt’s Digital Skills Compared with Other Areas of the Middle
East and North Africa, by Level of Skill
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Figure 23. Arab Republic of Egypt’s Digital Skills Compared with the Middle East and North
Africa Average, by Skills
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Pillar 5: Digital Skills

InternetUse Internet users (per 100 people) 36 53 38

Digital Skills Active mobile social media penetration 33% 46% 36%
Active social media users as % of population 40% 59% 47%
Mobile social media users as % of population 38% 53% 44%
Social Media
Use of social networks value 5.77 5.65 5.28
Digital talent as a share of total full-time employees 1.90 1.73 1.90

% of graduates from Science, Technology, Engineering
and Mathematics (STEM) programmes in tertiary 11% 27% 28%
education, both sexes

% of female graduates from STEM programmes in tertiary

. 8% 21% 21%
education

Gross enrolment ratio, tertiary, both sexes 34% 39% 38%

Note: GCC = Gulf Cooperation Council; MENM#ddle East and North Africa.
Source:World Bank: MNA TechDigital Economy RapidBenchmarking
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5.3. Recommendations and Next Steps

Table 5. Analysis of Digital Skills in Arab Republic of Egypt: Strengths, Weaknesses,
Opportunities, and Threats

Strengths Weaknesses
1 Solid foundational base to further develop digital skills 1 Programs for upskilling workers and developmat of
through by linking the digital skills initiatives to digital skills are limited in scope.
requirements in key strategiesfor digital transformation, | 1 Mechanisms for coordination among key actors and
Al and Digital Egypt partnerships with the private sector (both employers and
1  Establishment of national competency frameworkfor training providers) are weak.
digital skillsand an education technology entity, as well | § A large proportion of the populationlacks basic literacy
as a study portal and education technology platform for and numeracy skills
Kz12, are already in place. 1  Skills of technical and vocational education and training
1 Implementation of a plan to connect schooland other graduates are lower than other places in the region.
education institutions to fiber optic networks is 1  The promotion of amyriad of MCIT initiatives among
underway. potential beneficiariesis limited.
1 Shift in the basic education curriculum from
memorization to acquisition of foundational skills has
started.
1 Initiatives to strengthen partnerships with private sedors
to ensure market relevance of the digital skills.
Opportunities Threats
1 The demand for digitalskills is rapidly increasing 1 Accurate and timely data on the demand and supply of
1 Potential partners in the private sector are readily digital skills provided by various agencies g not
available. comprehensive
1 COVID19 has led to a new normal of remote work, onling §  Curricula in technical colleges and universities are
education, and blended learning. outdated.
1 Bold education reform focusing on strengthening 1 Coordination of dfferent initiatives related to expanding
information and communication technologies in digital skills is limited.
education, building foundational skills, and digital literacy
is ongoing.

The recommendations set out below could support the further development of digital skills in Egypt:

Objective 1: Impr ove the quality and relevance of TVET and tertiary education to respond better to
demand for digital skills.

Review curriculum for both tertiary education and vocational training in response to technology
developments . This could be achieved in partnership with employers to provide practical training
opportunities, ensure the relevance of skills, facilitate digital adoption, and foster innovation across sectors.
This would provide the advanced digital skills needed tsupport the various technology initiatives being
promoted by the government of Egyptand enhance employment opportunities for graduates.

Strengthen the skills that are the foundation of digital skills, specifically basic literacy and numeracy,
through high -quality basic education. The ongoing education reform provides an opportunity to
strengthen foundational skills, including extensive use of education technology andhtegration of basic
digital skills (digital literacy) into the new national curriculum.
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Expand and strengthen digital skills training for secondary  school graduates as part of the ongoing
education reform. The ongoing education reform provides an opportunity to develop digital skills for
secondary graduates angystematically extend this pipeline to TVET and tertiary level.

Objective 2: Expand digital skills training and improve delivery mechanisms, including through
partnerships with the private sector.

Increase the number and quality of graduates, including women, in science, t echnology, engineering,

and mathematics. Higher education plays aritical role in developing advanced and specialized digital skills
andOET O1 A AA AO OEA AI OAEOITO 1T £ %CUPOBEO PiI 1 EAU O ¢
Low throughput of students enrolled in mathematics, science, and engineeriniglated courses may need

further investigation to identify the challenges and address them accordingly This will include the ongoing

education reforms to further promote higher order skills (discouragerote learning) and shift away from

private tutoring which may have challenged studentg including females- from STEM disciplines

Strengthen partnerships with the private sector and use boot camps for rapid upskilling, including

for a large number of vocational education graduates. Developing digital skills at scale is a major
undertaking that cannot be accomplished byhe government(or one ministry) alone.Successful efforts in
developing digital skills calls for strengthening partneships with the private sector (both employers and
training providers). Boot camps have emerged as effective skills accelerators in many countries. They focus
on rapid upskilling career readiness and the development of applied digital skills.

Expand and strengthen opportunities for lifelong learning and second -chance reskilling and
upskilling of the workforce, in line with the fast -changing needs of the labor market arising from
rapid changes in technology. This is critical, given the limited extent of stafftraining conducted by
employers in Egypt. This could be in the form of short courses with a mix of instructional methods geared
toward practical rather than theoretical skills.

Objective 3: Establish mechanisms to provide timely and high -quality data ont he demand and supply
of digital skills.

Undertake a more in -depth assessment of the supply and demand for intermediate and advanced
digital skills, including surveys of offerings of relevant courses by TVET and tertiary institutions. This
could be achievedby collaborating with key actors in developing digital skills (public and private) and
representatives of key employers.

Provide timely information about the  supply and demand for digital skills arising from the rapid
changes in technology. Developing a dgital talent pipeline, upskilling, and reskilling, is key to meeting the
skills gap in the digital economy. However, effective development of digital talent to meet industry needs
requires an indepth knowledge of the technological potential and talent gas that are specific to different
industries and sectors of the economy. The use of artificial intelligence could provide reiaine granular and
predictive guidance on skills gaps and the fagthanging demand for skills. Traditional methods of assessing
demand (employer surveys, industry consultations, focus groups) can take a long time, and results can
become quickly outdated in a changing job market. There is a tremendous potential in a market information
system driven by big data and powered by artificia ET OAT 1 ECAT AA O1 EI pOT OA OOA
acquire the right information at the right time on the skills needs of employers. This can then help guide the
design of courses and curriculum.
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Use the information from the demand and supply assessment to update policies and strategies to

develop digital skills in Egypt.

Table 6 summarizes the key recommendations and suggested activities for digital skills in Egypttime span
is proposed for each activityincluding short-term (3z12 months), medium-term (12z24 months), and long-

term (24736 months).

Table 6. Key Recommendations and Suggested Activities for Digital Skills in Arab Republic

of Egypt
Recommended Actions Time Frame Priority
Objective 1:Improve the quality and relevance of TVE®Nd tertiary education to respond better to demand for digital skills.
Strengthen foundational skills, in particular, basic literacy and numeracy. Short term High
Review curricula for TVET and tertiary education to better respond to the demand for | Medium to long High

intermediate and advanced digital skills.

term

Objective 2:Expand digital skills training and improve delivery mechanisms, including through partnerships with the private

sector.

Strengthen partnerships with the private sector anduse boot camps for rapid Medium to long High
upskilling. term

Increase the number and quality of graduates, including women, in science, technolog  Medium term High

engineering, and mathematics.

Expand and strengthen opportunities for lifelondearning and secondchance reskilling
and upskilling of the workforce.

Medium term

Intermediate

Objective 3: Establish mechanisms to provide timely ankigh-quality data on the demand and supply of digital skills.

Undertake a more irdepth assessment of the demand and supply of intermediate and
advanced digital skills to inform curriculum review and expand digital skills training.

Short term

High

Use innovative approachedor exampleartificial intelligence and Big Datato generate
and disseminatetimely information about the supply anddemand for digital skills.

Medium to long
term

Intermediate

Note: Short term = 312 months, medium term = 1224 months, and long term = 2436 months. TVET = technical andocational

education and training.



6. Digital Platforms

This section explores the development of private and government digital platforms in Egypt and considers
the measures that can be taken to enhance deployment and adoption.

Key Messages

1 The developmert of private sector digital platforms in Egypt is limited. There is a relatively good
transport and logistic infrastructure for e-commerce local offerings but that remains nascent in nature,
particularly as the economy is primarily cashbased. Early succeses have been observed only in niche
markets.

1 The government provides an increasing number of online services to enterprises and citizens without
the support of a shared backend system, streamlined processes, or unified databases.

1 The government continuesto undertake digital transformation projects, building on the pilot phase in
Port Said. The migration of all ministries to the new capital city is an opportunity to accelerate these
efforts.

91 Further improvements to the legal and regulatory environment are required for the development of
digital platforms.

Egypt aspires to be one of the most dynamic and promising digital economies in the  MENA region.56
51 AAO OEA Cci1 OAOT I Aligiebt@nseriadiéniof the ecarmmyhis a@Bjdx obfective. On the
verge of this pivotal shift, the emphasis is currently on advancing digital transformation across government
entities, businesses, and citizens. Digital platforms (both public and private)epresent a foundational
element for the success of such transformation, as these will supporoemmerce activities and enable Egypt
to leapfrog toward a vibrant digital economy.

6.1. The Importance of Digital Platforms

Digital platforms can transform the way people, governments, businesses, and civil society interact

with each other in Egypt. They connect people and institutions virtually and facilitate digital transactions,
including the exchange of information, goods, and services. This can improve thes of users in a multitude

of areas, as well as increase operational and economic efficiency, improve service quality, and facilitate
innovation and economic development. Digital platforms offer products and services through portable
devices such as molte phones, smartphones, and computers, thereby affecting every aspect of daily life.

4xi 1 AET AAOACI OEAO 1 &£ Pl AOAI Of 6 AOA OAI AGAT O O1 %G

9 Digital public platforms . Governments operate digital platforms to offer citizerfacing govenment
ORAOOEAAO OOAE AO EOOOEI ¢ AEOOE AARAOOEZEAAOAOR OATA
enable information-sharing (through reusable publicsector data or open data offerings), the operation
of backoffice systems (such as managigovernment accounts), the management of human resource
information, and other types of information systems run by various line ministries. Governments can
stimulate usage of digital platforms by digitizing some of their own operations or processes, be it

ssaEA )#4 OAAOT O OAPOAOGAT OAA 1T OAO o PAOAAT O T £ '$0 EI ¢mpxTpy x
website, https://mcit.gov.eg/en/TeleCommunications/Telecommunication_Market)
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procurement, invoicing, or communications. Digital platforms are of course critical to ensuring the
continuity of theCT OA OT I AT Opubligservice duEiy & Cisis like COVIELY.

9 Digital private platforms. Commercial firms also own and operate digal platforms to offer a growing
array of products and serviceqsuch as social media, digital mapping, data analytics, digital commerce,
digital education, digital health, streaming services, gamification, augmented virtual reality, riegharing
applications). Global connectivity allows users to use services and access information regardless of
geographic location. Digital private platforms support the creation of new digital marketplaces that can
help foster greater competition and improve market intermedation. They can aggregate supply and
demand, create new and inclusive markets, and expand opportunities for new companies in Egypt to
scale domestically and across the MENA region.

In Egypt, digital platforms are increasingly spanning every aspect of dail vy life and are offered by both

the government and private companies (for example, local and multinationals). 57 The government
uses digital platforms to provide digitally enabled services in various sectors including healtbare,
education,commerce, and government service® These public platforms are also connecting government
entities and increasing collaboration among them as a wholef-government ecosystem. Private companies
use digital platforms to offer new products and services in v@ous economic verticals including retail
services online, ecommerce (Souq, Jumia, Nefsak, Eshtereely), food delivery (Talabat, Uber Eat), or-ride
sharing applications (Careem; Uber). These platforms are connecting supply with demand and sellers with
buyers.

6.2. Diagnostic Findings: Current State of Digital Platforms

This section provides an analysis of digital platformAT T OEAAOET ¢ OECI EAEAAT O Ei PA.
digital economy, with a focus on public digital platforms. Private digital plathhms are covered under sections
p8c¢ch OBBEGSHMOAR] 06 AT A HdB commod elenOrifs As€ehBxdl 3.

Yyl 1 AOT AAO pwwwh OEA -#)4 xAO AOAAOAA |éptietyErhdew EOA O/
ministry then prepared the National Plan for Communications and Information Technology and initiated

several projects supporting and empowering the information society in Egypt in coordination with other
government agencies and the privie sector. The focus at the time was on equal acces® create an
environment in which all citizens have easy and affordable access to the opportunities offered by new digital
technologies. However, progress on-government has been inconsistent in the lafew years, as evidenced

AU OEA A OlBGoinmen Qeveldpdant Index EGDI) ranking from 86 in 2010 to 111in 20262

Recognizing the critical need to reignite digital government progress, the government has embarked
on an ambitious digital trans formation roadmap in the last two years, guided by Egypt Vision 2030

57 Digital platforms provide a place for collecting, sharing, and aggregating data; performing analytics; and delivering new and

improved services. In generaldigital platforms may help eliminate traditional data-sharing barriers between organizations and

transform the way businesses, governments, citizenand civil society interact (Evans 2013; Korhonen and others 2017).

8, | OA OEAO &£ O ci OAOT T AT O bl AO AEi-piocu@imenDehdakirE diifeh $edite edtdsDdndEsB AOCET T 06
forth.

59 E-Government Development Index EGDI), United Nationshttps://publicadministration.un.org/egovkb/en -us/Data/Country -

Information/i d/53 -Egypt.


https://publicadministration.un.org/egovkb/en-us/Data/Country-Information/id/53-Egypt
https://publicadministration.un.org/egovkb/en-us/Data/Country-Information/id/53-Egypt
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Box 13
Common Elements of Digital Platforms

Service delivery: By leveraging digital channels (such as online portals, mobile phones, and social media) to offer
client-facing services, organizations can improve cost, efficiency, and convenience.

Shared systems: Setting up shared systems used across enterprises would increase efficiency by removing
duplication of resources and redundancy of cost and effort.

Data infrastructure and management: With more data becoming digital, organizations need to use digital
facilities to source, store, and share information with all constituents. For example, reusable public-sector data
or open data is not only a tool to keep government accountable but also a resource for start-ups and firms to
offer innovative products and services.

Interoperability and interconnectivity: To achieve interoperability and interconnectivity across enterprises,
organizations require connectivity bus, web services, application-programming interfaces, and use of
standards-based equipment and services. These are important for connecting fragmented systems or legacy
systems across enterprises cost effectively.

Management and reforms: Digital transformation requires significant changes in the way a government or firm
operates, depending on the nature of the platform. It involves examining processes used and data exchanged
within an enterprise and with key clients or partners. Digital data (such as those used in registries or
transactions) can be strategic assets and require robust safeguards for security and privacy.

Back-office systems: Organizations use digital facilities to manage and operate back-office functions for day-
to-day operations. These systems cover all aspects of an organization’s functions in its role as a corporate
enterprise, including financial accounting, payroll, human resource management, general administration, and
procurement.

and reflected in the ICT strategy 2030 framework. €0 Seeking to optimize the effectiveness of the public
OAAOI 060 AECEOAT OAOOEAAO bDPOIT OEOET deffoltd add whrkedEdseyA T A U
with various line ministries by addressing some key foundational elements, namely strengthening the
government sharedinfrastructure, advancing toward the development of a unified national registry and
consolidating databases! An illustrative example of such crossninisterial collaboration is the process of
developing the Egyptian Antiquities Platform that MCIT recently finalized in cooperation with the Mistry

of Antiquities.

The government has recently implemented the first phase of a digital transformation project in the

governorate of Port Said that aims to automate governmental services in the governorate and to link the

same with the unified database of the state in cooperation with its various service sectors. The project further

aims to serve as a model to mainstream the digital transformdtii  ET Al 1 T £ %CUPOSO CI «
example, a universal health insurance mechanization project was launched in cooperation with the Ministry

of Military Force and the Ministry of Health and Population. The project developed the work systems ofdle
authorities, namely the healthcare authority, the universal health insurance authority, and the health
accreditation and surveillance authority. The project further covers healtlcare units and affiliated hospitals.

60 Following the recent political and economic changes of the past few years in Egypt, the last two years witnessed significant

efforts to revamp digital government from its legacy egovernment (2000z2016) to Egypt Vision2030
(http://www.mcit.gov.eg/ICT_Strategy). The ministry of Planning, Monitoring, and Administrative Reform is currently in the

DOl AAOO T £ OPAAGET ¢ OEA OEOEI T EIT aspidatonisO I £ OAOCAOO O OA&E AAOD
61 In addition to the health care sector, the electricity sector has benefited, with over 22 million registries currently. To ttg 59

national databases have been consolidated according to Eng. Khaled El Attar, Vice ICT Minister for Digih3iormation,

Automation and Administrative Development (press interview, February 201).


http://www.mcit.gov.eg/ICT_Strategy
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According to the 2020 United Nations EGDI, Egypt ranks 111 (up from 114 in 2018) out of 193

countries. Mauritius had the highest rating class of the high EGDI group and remains the regional
frontrunner in e -government development in Afica. It is followed closely bythe Seychelles, South Africa, and

Tunisia in the North subregion figure 24Q8 4 EA OBxAOA 11 OAIT AT O ET %CUDPOSC
mainly by the increased investment in digital infrastructure and the provision of onlingovernment services.

Despite the significant progress made on the-government agenda over the past few years, Egypt has seen

its position declining since the initiation of its egovernment program in 2001 compared to its regional
counterparts. This callsfor accelerating efforts to expedite digital transformation in the public sector to
reposition Egypt as regional lead in the field.

Indeed, the country has improved its position in the 2020 EGBIOnline Services Index (OS(jigure 25). To
boost its ranking further, Egypt could first ensure the provision of a minimum of 25 percent of transactional
services assessed in th®nline ServiceQuestionnaire(OSQ)YUN DESA 2020)The OSQ assesses more than
109 areas relevant to digital governance and services dr20 transactional services. Of these 20 transactional
services, many are currently not being offered in Egypt, for example, application for government vacancies
online and statements to police. On the other hand, the new areas of assessment relevantjistice systems
were added in the 2020 edition of the OSQ, and that has helped the country in its online services ranking. By
way of example, leading countries like Denmark provide online information, for instance, on how free legal
aid can be obtained fomarginalized groups.

Figure 24. Arab Republic of Egypt in the United Nations E-Government Development Index,
2020
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Region Leader
Mauritius
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Tunisia
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Highcharts.com
E-Government Development Index 2020 2018 2016 2014 2012 2010 2008 2005 2004 2003
Egypt (Rank) 111 114 108 80 107 86 79 29 136 140
Egypt (Value) 0.55270  0.48800 0.45941 0.51293 046112 0.45180 0.47670 0.3792%9 0.26530 0.2384]

Note: EGDI = Esovernment Development Index.

Source: UN DESA 2020.
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Figure 25. Key E-Government Global Indicators for Arab Republic of Egypt

EGDI osil HCI TII EPI
Year Rank Value Value Value Value Rank Value
2018 114 0.4880 0.5347 0.6072 0.3222 109 0.5393
2020 111 0.5527 0.5706 0.6192 0.4683 106 0.5119
Change in rank/value +3 0.0647 0.0359 0.0120 0.1461 MB M.0274

Note: EGDI = Esovernment Development Index; EPI =-Barticipation Index; HCI = Human Capital Index; OSI = Online Services
Index; TIl = Telecommunications Infrastructure Index.

Source: UN DESA 2020.

More recently, MCIT coordinated additional egovernmentinitiatives to promote the development of digital
services as one of its key priorities for digital transformation. These initiatives aim to enhance the
performance of ministries and other government bodies and to raise the quality, efficiency, and convence
of the services they provide to the public by improving the work environment, providing support for decision
making, and finding solutions to concerns in the communityThe COVIB19 crisis underscored importance
of digital services for government, aseen in Finland (box 14).

Box 14
Finland: Leveraging Digital Infrastructure for a Resilient Digital Government during the
COVID-19 Crisis

Since the 1990s, Finland has been a leader in digital transformation. It created its own path to achieving a
trusted digital government based on proactive services, data sharing, open government, protection of privacy,
and a common vision of an information society. The government has also leveraged digital government to
reform the delivery of public services, ensuring both high quality and increased efficiency.

In response to the COVID-19 crisis, the government significantly increased the capacity of its digital
systems within a few days. The objective was to facilitate the comprehensive teleworking of almost all civil
servants along with the private sector, as well as to increase the usage of digital public services. Government
digital services have set new usage records, with 30 percent more users late in 2002 than at the beginning of
the year; e-commerce also has increased substantially throughout society.

Leveraging their well-developed digital infrastructure, the government had its public services running
almost as normal from the beginning of the crisis. Innovations have been put in practice: doctors at hospitals
see patients through video calls instead of visiting their rooms, and remote entrance exams for universities
have been organized. Finally, regular communications with citizens and businesses, including remote and
vulnerable groups, succeeded well in the country in explaining the COVID-19 situation and the required actions
to be taken. In times of crisis, necessary and rapid action can be taken when the government is capable of agile
decision-making, enjoys the trust of citizens, and has the digital capacity. Necessary laws can be passed, or
decisions made in a few weeks’ time when needed, such as when the Finnish government prioritized public
information technology systems in case of emergency.

Sources: Governmentof Finland 2020; Karjalainen 2020.
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In 2010 the Ministry of State for Administrative Development, in cooperation with the General
Authority for Government Services ,1 AOT AEAA OEA Gproduketént phitad 6The péhrtal,
etenders.gov.eq, is designed to help the government publish tenders and auctions openly over the internet
and facilitate and streamline the public procurement process, including application submission and
evaluation of bids, to ensure efficiencand transparency of operations. Today, the portal is managed by the
Ministry of Finance (MOF) and provides many services to its users of suppliers and purchas&Supplier
registration is one of the main features. It allows access to all government etigis utilizing the portal and
submission of technical and financial proposals in secrecy and privacy. In addition, the procurement
departments of government entities are able to submit requests and publish tenders and auctions, as well as
carry out evaluaton and awarding through the portal. For items that cannot be procured centrally, the-e
procurement system allows for a decentralized operatiotOECD 2008).

The government of Egypt portal (BAWABA) .63 available in Arabic and English, provides a centralized
access point for most important documents and services. It provides a repository for the 2014
constitution and all major laws and bylaws in effect, although most documents are only available in Arabic.
The portal provides citizens with access to the eleabnic websites of all ministries and governments bodies,
support services (like those for the elderly and people with disabilities), tourism information, complaints
and enquiries, cultural services, and services to provinces and cities. The portal also @ns sections related
to residency, business services, and investor services.

2019 saw the launch of additional online services . Building on the lessons learned from the pilot project
transforming Port Said into a smart city, MCIT is incrementally scalingp the dissemination of the execution
model and digital services to other governorates, with the objective of nationwide coverage. The government
has launched 18 new digital government services in the governorate as of July 2019 and was planning to
increase them to 174 services by the end of the year (Ahra@®nline 2019). Examples of these digital services
include notarization, renewing driving licenses, utilities and electricity, municipalities, agriculture, and
marriage officiants. MCIT has also finalized the first phase of the Immigration and Nationality Services
Platform with the Passports Authority, in cooperation with theMinistry of Interior ( Mol) in 2019.

4EA 31 A0OO &AOI AOBO #AOA xAO 1 AOT AEAA xEOE OEA -ETE
Possession System in the governorates of Port Said and Gharbeya.4 EA Ox1 CI1 OAOT T OAOAGC
and processes have been readied for this purpose and Smart Farmer Cards were provided to farmers and
landowners.4 EA A1 AAOOT T EA AAOAO xEIT OOI OA ET &£ Oi AQGET T E
and agicultural land holdings. This will help farmers receive the subsidies they are entitled to and establish

a vast database to provide precise information for state agricultural planning and design purposes. The card

will also benefit the state because the mlting database will keep track of land holdings and the types of
cultivated lands. The project is now being automated in the governorates of Behira, Asuit, Sharkeya, and
Sohag and it is expected that it will eventually be extended to all governorates.

The recent cooperation between the Ministry of Justice (MoJ)AT A - #) 4 EI 1 OOOOAOAO Ot
use of digital platforms in support of the development of key legislative services. 64 These efforts aim

at increasing adoption and usage of the platforms irhe Supreme Constitutional Court and Family Courts,

£l OAECT 1 x1 AOOEED 1T £ OAAl DOl PAOOU T £#£EAAR AT A OEA
largest governorates in the country (Cairo, Alexandria, and Giza).

62 Government procurement portal:
http://www.egypt.gov.eg/Services/ServicesDetails.aspx?ID=100153&section=personas&meta=1.
63 See https://www.egypt.gov.eg/english/home.aspx.

64 MCIT websiteon Development_of _Legislative_Services


file:///C:/Users/WB261715/Documents/Egypt%20Now/Final%20Versions/Development_of_Legislative_Services
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Digital government transformat ion has also been leveraged for deterring corruption. 65 The MoJ
created an integrated system on the government digital platform to detect manipulation and corruption from
data available at the notarization and real estate publicity offices. The implementah of the project began
in late 2014 as part of a comprehensive framework for the development of anticorruption mechanisms. A
unified data warehouse of all available sources of information (thtoJand the Public ProsecutionOffice)
has been created to miastream data analysis, saving time and providing rapid detection of fraud and
corruption.

Since the preparation of the field work for this report, Egypt has  taken significant steps to accelerate

the government digital transformation.  The COVIBL19 crisis created a need for business continuity and
to deliver government services online which has naturally become more pressing with the lockdown#t
this stage, the Government is keen on deploying more online services and increasing usability. The digital
hedth insurance services piloted in Port Said is incrementally rolled out in 5 other governorates including:
Luxor, Aswan, Ismailia, Suez and South Sinai. MCIT has also embraced a plan to roll out 550 pukkcwces
nationwide by 2023 in cooperation with line ministries through a new Digital Egypt portal which has been
launched recently. A trial period included 30+ services availed nationwide on the platform, including driving
license renewals, payment of traffic fines, notary activities, and lawsduit filaponline. Progress is also taking
place to increase online options for citizens in key strategic areas such in health insurance automation,
improved tax collection systems, online tourism portals, fraud prevention smart cards, and subsidy smart
card systens. Egyptian citizens, anywhere in the country, are able to receive these services in a digital format,
through five channels: eportals, mobile applications, service centers, call centers and ENPO offices and

kiosks. Access to these platforms is throughthh AEOQOEUAT 8O0 $ECEOAI ) AAT OEOUS

This recent progress and dynamic momentum in digital government are believed to positively be
reflected in the upcoming EGDI 2022 survey , particularly the agility in the deployment of online content
and servicespromotion of digital trust for end-users, and resilience of the digital government infrastructure
Z all are key characteristics for the short and mediumierm. As such, conducting an uaepth digital
government readiness assessment that is aligned with EGiDdicators would help in strategically identifying
priority areas of intervention to progress current efforts in digital government transformation and boosting
%CUDPOBO OAT EET C8

Current government leadership has demo nstrated strong support for digital government in the

context of the new digital transformation strategy put forward by MCIT. This strategy has two

I AEAAOEOAO8 &EOOOh EO AEI O AO AT OOOET Gqudlity &denides 06 O
delivery. Second, it intends to create a wholef-government ecosystem that institutionalizes digital
collaboration among government entities and optimizes shared infrastructure. The implementation of this
roadmap is currently ongoing in close collabation with various line ministries. As previously highlighted,

MCIT is piloting the use of digital government platforms and-eservices development in the city of Port Said

and this is eventually to be scaled nationwide. This nascent implementation hasaladvanced thinking on

the required foundational components for the digital government ecosystem, including a shift toward a data

driven government.

I TAx AT A AIi AOCET ¢ Cci OAOT AT AA OOOOAOOOA EAOdGRIEAAOA
transformation .In 2017, a Higher Council for Digital Transformation was established by presidential decree

65 Press interview with Eng. Khaled Al Attar, vice minister for digital transformation, MCIT, and Mr. Hossam Ibrahim, head dafitil
transformation and data, Public Prosecution Office, in November 2018. See
https://www.shorouknews.com/news/view.aspx?cdate=2 6112018&id=4a86356d-6a34-4ce9-b45c-778a7639e093.
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number 2016, which has given renewed impetus for accelerating digital transformation within the
government. The council consists of represdatives from more than eight ministries and 12 key
governmental entities.

Under the manifesto, the Higher Council is recommending the establishment of two independent
bodies, the first for governance and the second for digital transformation. Both new entities are
expected to provide comprehensive support to ensure quality control and monitoring of the progress of
various ministries involved in the digital economy agenda. The private sector has been highlighted as a main
implementation partner for strategic execution.

In May 2019, the president of Egypt led a cabinet meeting dedicated to follow -up on the progress of
OEA CT OAOT 1 AT 060 A E (TReOniebtingOrdlddeddthel ptirheArfiriisted @ong with the
ministers of Defense and Military Production, Feeign Affairs, Planning, Finance, Interior Affairs, and
Communication and Information Technology in addition to the chairman of the Administrative Control
Authority, Director of Military Intelligence, and Director of the Department of Information Systemsni the
Armed Forces. The presidential meeting also tackled efforts exerted to develop the capabilities of the
government via a unified mechanism for digital transformation Egypt Today2019).

To ensure an adequate and sustained pace of progress, the governm ent would need to go forward

with establishing a dedicated permanent entity on digital government transformation, as highlighted

ET OEA AOAZEO 1 ATEEAOOTI 8 4EA AT OEOUSO 1 AT AAOA x1 Ol
implementation roadmap for tE A  CT OAOT I AT 0860 AECEOAI OOAT O& Oi AOE
multiphase plan. The entity is to be headed by a governmeghief digital officer (CDO) and will be located

within the appropriate governance structure to secure its success.

The emphasis of current e -government efforts is on shifting a mostly product -centric approach to a
more user -centric approach by structuring user services into time -based categories (such as life
events, business services, employment services) aatlowing for direct and intuitive access to eservices on
the government portals. Going forward, a new digital government portal and-gervices design need to be
completed based on shared standards that ensure a common look and feel. It is essential touemsan
adequate user experience for all government digital services. Government entities also need to transition e
service offerings from their own websites or portals to a common digital government portal or final
dedicated domain. Finally, the developmenof a robust governmentwide omnichannel access strategy is
important. This should be followed by clearly articulated design and implementation phases, with
established standards and guidelines for an-services implementation toolkit.

The country will al so need to continue improving the user interface design of government portals to
enhance the overall user experience. According to the 2020 EGDI survey, the government will need to
keep pace with the latest digital tools to improve the functionality of itplatforms by adding a few features
that fall under the 109 areas assessed by the OFQN DESA 2020)These features include (a) addition of
advanced search engines; (b) accessibility features; (c) features to configure font size, type, and color; (d)
live support functionality and further integration of chatbots; (e) sitemaps; and (f) tutorials for using portals.
Over the last 12 months, several incremental improvements have been made in the publication of relevant
up-to-date information across governmentortals. Among the areas that are updated or are scheduled to be
updated is information sharing related to road safety and traffic accident statistics, schools with accessible
facilities, government procurement and bidding processes, user satisfaction aflse or mobile services, and
public housing.
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In the past, the government had previously established and populated an e -government portal to

serve a key platform access channel. ¢ As highlighted above, the portal covers online serees from various

ministries and public entities. The site provides the name of the service with a description, the process for
completing it, and the forms required. At present, information is limited on the associated fees required and

the expected compétion timeline. A new digital government portal (https://www.Misralrakamia.gov.eg)

will be deployed by the end of 2020 and is initially expected to provide access to 70 different online
services®” The current efforts are to present an online catalogue thawill provide the basis for improving

OOAT OAAOCEIT T O &EOI 1T Al OAO EO6 OOAOAhesgtialyfddtransactionsA CET A
cutting across several government agencies and requiring data, approvals, and authentication from vasou

public sector providers.An example of a robust system can be found in Singapore (box 15).

In January 2020, the cabinet approved a decision to expand the mandate of the MCIT to include all

those of the former Ministry of Administrative Reform related to digital transformation (Daily News

Egyptc tcmQ8 4EEO AilAOGO AO PAOO I £ OEA OOAOGASO DI Al O
Accordingly, several projects and initiatives for digital transformation were transferred from the Ministry of
Planning to MCIT. Among these 20 projects for additional online services are law enforcement, litigation,

traffic units and unit systems, real estate registry offices, the commercial registry offices (Economic
Establishments), and services of the Ministry dhterior.

Going forward, a services transformation toolkit is to be developed based on the findings of the Port

Said pilot. The toolkit will include standards, guidelines, and procedures for simplifying, optimizing, and
redesigning services (modernization of services steps) as well as their integration into a common
government-wide service bus. Two other priorities are to be ddressed and are highly recommended:
advancing the work of the government interoperability framework and accelerating the ongoing deployment
of a national citizen smart card (electronic identification; ID) to facilitate a single sigon for conducting
digital government services transactions.

66 See http://www.egypt.gov.eg/English/Home.aspx.
67 MCIT 2019. Next after this new platform, citizens will be able to access the online services through a mobile phone applcati

that will be launched soonh A OEOT OCE b1 00 1T ££ZEAAOR AEOEUAT 08 OAOOEAA AAT OAOO
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Box 15
Singapore: Consolidating Online Services around Citizens’ Life Journeys

In 2017, the product development team at Singapore’s Government Technology Agency was tasked with
developing a tool to consolidate citizen-facing services onto a single digital government platform. These
online services were previously delivered by different government agencies. The initiative, called Moments of
Life, aimed to make it easier for citizens to discover and access relevant online services during important
changes in their lives, such as bringing a baby into the world. This has been facilitated by reducing
fragmentation across government entities and being more anticipatory in the delivery of those services. The
first attempt for services delivery along a citizen’s life journey took the form of a smartphone app focused on
easing the access to services for new parents. The app enabled users to register the births of their children,
access their immunization records, navigate healthcare and childcare options eligible for benefits, and apply for
the Baby Bonus Scheme, which is a government program aimed at alleviating the financial costs of parenthood.

Singapore’s Moments of Life program illustrates the case of a whole-of-government approach. Organizing
the delivery of services around a citizen’s journey, rather than fitting their delivery to existing processes,
requires extensive interagency collaboration beyond functional silos and line ministries. A significant degree of
interagency collaboration is necessary to ensure their collaboration on the basis of shared outcomes for cross-
cutting problems. Adjustment in policies, processes, and operations will be needed to enable life journeys to be
realized.

Source: Momentf Life portal, www.tech.gov.sg/scewc2019/mol.

1 Given both the opportunities and risks of cloud infrastructure, the government developed in 2014 a
comprehensive Egypt Government Cloud (EG -Cloud) strategy to support and promote the utilization
of cloud computing in the government 8 An incremental usage of a hybrid cloud infrastructure model
(private and public cloud) will ensure an upgrade for a secure digital governmerwide network that
connects all entities (at the national and local levels) to siie services and data and be anchored to the
national cloud as part of the network design. With an expected increase in provision of digital government
services, there are opportunities for further publicprivate partnerships (PPP) to own, managend operate
an expanded network of new national data centers.

At this point, government e -services applications and projects are planned and implemented
independently and , as such, limited reusability among government entities is possible. To optimize
the work, it appears necessary to map a full list of all government entities that have deployed workflow and
document management system applications, as well as the projects under pegption or implementation, to
ensure their interoperability.

A whole-of-government enterprise architecture covering infrastructure, data, integration,

Apbpl EAAOEI T h DPOAOAT OAOEiITh 1TPAOAOETT Oh AT A OAAOGOEO
digital government. The incubation program in Port Said, prior to béng scaled, is expected to guide the
development of an updated egovernment interoperability framework with mandatory standards for each

Ci OAOT T AT O AT OEOUS8O OUOOAI O AO xAll AO OEA AAOECI

68 A taskforce has been formed, representing all the relevant stakeholders from the government, private sector, academia, and
nongovernmental organizations (NGOSs) to conduct a completetsation analysis to identify the most appropriate strategic
directions and initiatives. A roadmap for implementing the E&loud strategy has been proposed along three main strategic
directions: developing the ecosystem, developing the governance model, amdling out the EGCloud. Source: MCIT website,
http://www.mcit.gov.eg/upcont/documents/eg -cloud-strategy-final31-08-2014_final.pdf


http://www.mcit.gov.eg/upcont/documents/eg-cloud-strategy-final31-08-2014_final.pdf
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construct for integrating various data sources to the many services applications. Currently, the MCIT and the
Administrative Control Authority (ACA) are coordinating on this front and developing standardized
application programming interfaces (APIs) for applications and services on the government digital
platforms.

As part of the new capital city project, most ministries were scheduled to move into new buildings
beginning in June 2019, and this would have been the occasion to adopt a streamlined and flexible
digital infrast ructure to support massive migration. However, this had to be rescheduled due to the
COVID19 pandemic. Meanwhile, a project linking all government buildings has recently kicked off, whereby
the state sinstalling a securefiber optic network to connect 3,000 buildings over the next 36 months, at a
cost of EGP ®illion (Daily News Egyp2020).

Egypt aims to develop a data-driven government , and the progress is ongoing. There are many basic

data registers, for instance, coering diverse registries of staff and citizens, vehicles, land, businesses, and so
forth. The construct of some of them is not publicly known, and the databases are not shared. Significant
advancement has taken place as the government has created aroundig@rconnected databases thus far.

4AEA POAOCEAAT O EAO AAOAOEAAA OEA OAEAI A AO A OI AET O
OAAOOEOU O1 EAOA AT i POAEAT ORADAMBMOMRAOAO A O %CUDOE
The government, in collabo ration with the MCIT, Ministry of Planning, and Ministry of Interior, is

working on a new national citizen smart  ID card, which would lead to an updated Basic Data Register

for people. Together with e-signature and SIM registration, the smart ID cards wilenable a single
authentication for government eservices, providing personalized access, use, and transactions. The first
phase is intended to reach over 26 million citizens, starting with public servants, before scaling nationwide.

The Egyptian NationalPost Organization, following its earlier successes, is expected to facilitate further
citizen inclusion through access from its broad network of offices.

The national Geographical Information System (GIS) is another key project that is currently being
executed in collaboration with the Directorate of Geographic Affairs and the Egyptian Army. The
project aims to develop a national spatial data infrastructure clearinghouse with a common GIS master base
map for the entire country to which the MCIT can add theatic data layers at a national scale (figure®.
These data layers would be provided by its respective custodians. This project brings vast opportunities to
extract value from the pool of data sets generated.

Going forward, a comprehensive government data management strategy will be commonly adopted

The strategy will cover data standards, operations, data management, data governance, enabling
architecture and technology, and integration constructs with links to a national government interoperability
framework. As more economic, social, demographic, financial, and development planning data sets are being
made available in a structured manner, both the government and private sector can benefit and conduct
sector forecasts.

Figure 26. The Key Sector Data Layers in the GIS Project
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Source: MCIT 2019.

The government has made some efforts over the last decade to open public data and promote its use .
Still, Egyptranks lowonthe UNE T OAOT I AT O 3 Godinknéehd Diata IndeAwith a score of 0.289
in comparison to a very good score of 1 for the United Arab Emirat@gN DESA 2020318). The government
is striving to issue new data exchange legislation in addition to having several ministries and governmehta
agencies sharing related data on their portals and information channel§alaat 2016). These efforts are
amplified by the current Egyptian Open Data initiative that aims to make data sets digitally and publicly
available$® An official endorsement and campionship by MCIT to expand the initiative will give government
entities the required framework to make data accessible to the public and will enable private sector
entrepreneurs to create innovative databased services. In general, open government datarc ultimately
enhance transparency, improve accountability, and increase citizen participation.

According to the 2018 Global Cybersecurity Index (GCI 2018), Egypt is among the countries that have
demonstrated high commitment to ¢ ybersecurity. 7© The Egyptian Supreme Cybersecurity Council,
reporting to the Cabinet of Ministers and chaired by the Minister of Communications and Information
Technology, has launched the National Cybersecurity Strategy (2042021). The aim is to providea safe and

secure environment that would enable various sectors to deliver integrated-services, in line with the

Ci OAOT i1 A1 660 AEEI OO0 OI OOPPI OO TAOEIT AT OAAOOEOU A
effective, given that there is bared responsibility among the different stakeholders.

9% CUDOEAT 6 6t SenlicésParialDden_Government_Data_initiativealso CAPMASnanaged Egypt Open Data Portal

70 Egypt ranks 23 out of 183 countries on GQ018, ahead of United Arab Emirs (33) and Kenya (44) but remains behind Saudi
Arabia (13) and Mauritius (14) (ITU 2018). GCl is published by ITU and covers five measures including legal, technical,
organizational, capacity building, and cooperation elements. The next report was to pablished by the end of 2020.


http://egypt.gov.eg/english/general/open_gov_data_initiative.aspx
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The national center housing %GC U B Coinfuter Emergency Response Team (EG-CERT)7: was
established in April 2009 as part of NTRA.EGCERT provides computer and information security incident
response, aswell as support, defense, and analysis against cyberattacks. The emphasis is on government
critical information infrastructure and platforms.

Going forward, continued optimization of the EG -CERT operating model and expansion of its mandate
are needed to cover people, process, technology, and governance dimensions. This is in addition to an
evolving national critical infrastructure protection plan for Egypt that considers digital infrastructure,
platforms, services, and other assets, with input from privateector and academia.

Robust data privacy and protection policies and regulations are pivotal to the growth of a data -
enabled digital economy, as it builds public trust in online transactions. Data can be an infrastructure
and a resource that can provide isights, solutions, and applications. The regulations on data availability,
flow, and protection are needed to ensure both access and responsible use of the information. Further details
are provided in the analysis of the Legal and Regulatory Framework appendix A

The recent issuance of the Personal Data Protection Law (Law 151 of 2020) in Egypt was long awaited

and fills a critical gap. 4 EA 1 Ax DOT OAAOO ET AEOEAOAI 66 AECEOAI
controller and processor, and impaes several obligations and penalties. It also regulates crebsrder data
transfer and digital marketing.

Subject to certain exceptions, the law contains a general prohibition on the transfer of personal data to
recipients located outside Egypt except wh the permission of the (yet to be established) Egyptian Data
Protection Centre and where the level of protection provided is not less than what is provided in Egypt
pursuant to the Personal Data Protection Law. The executive regulations will specify theligies, standards,
guidelines, and rules necessary for transferring personal data across borders.

Until recently, there was limited understanding as to what capabilities are required to implement

digital government at scale . Most national government training (central and local) had been linked to
specific digital enablement and modernization programs. Training functions were spread across government
organizations, training institutions, and academic facities. The government has employed capable business
and technical people to support specific government solutions, including tax payments, commercial
licensing, investment planning, social security benefits, and land and cadaster management. However, there
was limited insight on how to build a capability deployment framework that strategically maps and
addresses needs in digital capacity development.

DA

47 AAuUh OEA C¢i1 OAOT 1 AT 060 OOOAOAGCEA Al medAn3providés@n AE Of |

opportunit y to strengthen the human capital dimension for digital transformation. 72 A progressive
shift toward a digital mindset is required to ensure the availability of adequate capabilities to design,
implement, operate, and manage digital government platforms and services. What is vital as part of the
holistic view of required human capital is to identify those capabilities that are best performed or can be
outsourced to the private sector, through a privatepublic partnership mechanism. This would incentivize
private sector development and hence national jobs creation in the mido long-term. Finally, it is necessary
to address the challenge of keeping trained staff in the public sector from leaving for the private sectThe

71 The EGCERT website ist http://egcert.eg/ .
72 MCIT has recently articulated a thregoillar Human Capacity Development Framework with an emphasis on legacy training, next
technology leaders, and provision of digital platforms for advanced digital skills.
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identification of clear career paths for civil servants with advanced digital capabilities may provide the
appropriate incentive for retaining such talent and attracting the most innovative.

A third phase of the Professional Governmental Employee t raining program launched in May 2020 at

the National Training Academy is being carried out online through an academy e -platform .73 The
intention is to train 1,200 civil servants in Kafr EI Sheikh, Beheira, and Shargia. The Professional
Governmental Employd OOAET ET ¢ DPOI COAiI AEI O O1 AAOGAI 1B OIlEA
appearance and behavior. It was designed based on number of fundamental pillars, including public
administration, change management, team building, state administrative refm, public relations and the
influence of the media, etiquette, and protocols. Other aspects include some modern technological concepts,
leadership and communication skills, national awareness, identity, and national security. The overall aim is
toimprovA OEA NOAI EOU T £ OAOOEAAO OAT AAOAA O1 AEOEUAT O
2030.

Recent growth in the IT industry reflects the expansion of digital businesses in Egypt across different
sectors. Digital businesses are digital solution providers that develop and manufacture digital technology
products or provide digital services. These businesses include tech stamps as well as more established
businesses that operate internationally. They serve as a tidal foundation to enable traditional offline
businesses both large andmicro, small, and medium enterprisesMSME$ to adopt digital technologies and
new digital business models, creating positive spillover effects for the rest of the economy. The ITtee in
Egypt was forecast to grow by 21 percent in 2020 (pr&£OVID19), as a result of the ongoing creation and
expansion of technologyintensive firms in the IT software and IT services markets. This trend was expected
to continue for the next three yeas for both IT software and services, with average annual growth rates of
25.8 percent and 18.5 percent, respectively. By 2023, IT software and IT services sales were forecasted to be
EGP169.9 billion (1.9 percent of GDP). Among the sectors that are expedtto grow the most with the
expansion of techintensive firms are finance, logisticsand transport industries (Fitch Solutions 2020).
These forecasts will have to be adjustedconsidering the COVIBLY crisis: given physical distancing
measures, there isiow an even stronger demand for remote IT software and IT services solutions.

! AAT OAET ¢ OI OEA 7101 A "ATESO S$SECEOAI " OOETAOGO 11
businesses in Egypt, including digital platforms and data -driven businesses that create an increasing
number of direct jobs. Relative to other countries in the Africa andViiddle East and North Africaregions,
Egypt ranks third in the number of digital businesses after South Africa (~6,400), and United Arab Emirates
(~3,700 businesses) However, Egypt has more digital businesses than other large countries and digital hubs
in the region such as Israel, Nigeria, Saudi Arabia, and Kenya. More than thfeerths of digital businesses
in Egypt reported an active and profitable status, showinghat most of these firms have found profitable
market niches in which to operate’4 Only around onethird of digital businesses are local while the rest have
foreign owners (51 percent from SubSaharan Africa and 5.9 percent from th#liddle East and NorthAfrica
region); therefore, the importance of an enabling environment to attract and keep foreign investors.

73 For a news release on the program, see httgéncit.gov.eg/en/Media_Center/Press_Room/Press_Releases/45708.

74 The World Bank Digital Database gathers data from three proprietary sources: Pitchbook, CB insights, and Briter Bridges. &hes
sources construct their databases using public financial inforation, government information, as well as wekscrapping

techniques. Given this, it is likely that the number of bankruptcy cases is underreported, since there is less availablerimfttion on
firms that have already shut down.

75 World Bank Digital BusinessGlobal Database. Information as dhe end of July 2020 based on Pitchbook and Briter Bridges data
only. According to Digital Database, 222 digital businesses with reliable employment information account for more than 400000
direct jobs.
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across different sectors in Egypt, as reflect ed in increased funding for digital businesses since 2015.

The share of platforms and data firms in total digital businesses in Egypt is higher relative to the respective
share in the Africa and MENA region, by 7.6 percentage points. The main sectors irichithese platforms
operate are gigjob e.commerce, financial technology, health technology, agriculture technology, education
technology, internet and connectivity, and mobility technologyfor example, ride-hailing; figure 27). These
sectorsaccounted for more than 70 percent of all digital platformg¢

Figure 27. Sectors of Operation of Digital Platforms

= Gig-Job E-commerce
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Note: N = 1,414 digital platforms and data driven businesses. Other includes the following sectors: logistteshnology, software,
property tech, big data and analytics, marketing technology, professional service technology, artificial intelligence and machyne
clean technology, manufacturing technology, digital media, and telecom technology.

Source: World Bank Digital Business Globalafabase. Information as othe end of July 2020 based on Pitchbook and Briter Bridges
data.

Looking more in-depth at ride-hailing, 6.8 million people used digital platform ridehailing services in Egypt

in 2019. This resulted in an annual revenue per useof $82. The main ridehailing platforms in Egypt are
Uber, Halan, and Careem (Uber). This market presented a growth of 38 percent of its market value (US$558
million). With respect to ee.commerce, over 45 million people in Egypt purchased consumer goodslme in
2019, and various investments in digital business models targeted@mmmerce. As a result of this increasing
trend in digital transactions, businesses spent ovetUSB00 million in digital advertising in 2020 (Kemp
2020).

The expansion of the sector and of its leading firms is demonstrated by business diversification and

the available funding from external sources. The top 10 companies in the digital sector received more
than US$300 million indJan 2015zMay. 2020 (CBInsights 2020). These businesseswhich operate in different
sectors ranging from ecommerce to mobile phone softwareinclude Swvl, Vezeeta, Halan, Adzily, Wuzzuf,
Elmenus, and Instabug. Swvl has raised close to US$100 million and operates in the transport sector
providing bus-hailing services. Halan has expanded its operations from rideailing services to logistics.
Adzily, EImenus, and Instabug have expanded their operations to include digital marketing, food service
delivery, and IT services, respectivelySince 2018 Egpt has experiencel an important increase of funding

for startups surpassing US$1@ million in 2020 (Disrupt Africa, 2021), becomng one of the leading countries

76 World Bank Digtal Business Global Database. Information as tife end of July 2020, based on Pitchbook and Briter Bridges data
only. According to Digital Database, 222 digital businesses with reliable employment information account for more than 400000
direct jobs.
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in MENA - together with UEA and Saudi ArabigMAGNITT, 202@nd continental Africa - just after Kenya,
Nigeria and South AfricgDisrupt Africa, 2021). E-commerce platforms in Egypt are still in their nascent
stages. There are a growing number of professional digital platforms (for example, Shopify, Jumia Egypt,
Souk, Noon) and intermediate platfoms (for example, Fawry). Shops are increasingly using social platforms
(for example, Facebook and Instagram) to create an online presence. The sector has grown exponentially
from a total of 450 different online retailers and marketplaces in 2015 with US$5#million in revenue to a
business to consumer (B2C)-e€ommerce turnover that reached 22 percent growth in 2017. However, only
2.4 percent of the Egyptian population over age 15 usedammmerce to make a transaction in 2017World
Bank 2018b), and ecommerce only accounted for 0.4 percent of retail sales in the country at the time
(UNCTAD 2017) By 2019, 51 percent of internet users carried out a purchase online, anedcemmerce
accounted for 1 percent of total B2C retail spending. As a result, Egypt showsdyoa slight improvement in
the United Nations Conference on Trade and Development (UNCTAD) B2Cdinmerce Index 2019, ranking
at 102, 11 positions higher than two years before (UNCTAD 2019).

The market value of the B2C e-commerce market in 2019 reached US$.2 billion, with an annual
growth rate larger than 17 percent in 2019. The ecommerce product/service on which Egyptians spent
most was traveling and accommodation, with a total expenditure of US$5.2 billion (figur28). Electronic
goods (US$1.2 billion dollars) and fashion and beauty goods/services (US$1.1 billion dollars) also accounted
for a large portion of ecommerce salegKemp 2020).In 2017, MCIT collaborated with UNCTAD to develop
a new national strategy that ans to increase the current share of @ommerce in GDP to 2.32 percent and
double the number of businesses selling online by 202@&gypt remains a castbased economy despite the
recent efforts to move beyond cash, as 72 percent of customers used cash @it e-commerce purchases in
2018 (UNCTAD 2017)

Figure 28. E-Commerce Spending by Product/Service
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Source: Kemp 2020

Although new digital solutions are available for both business -to-business (B2B) and B2C
transactions, the adoption of this digital tech nology has not been universal across firms, indicating
great potential for digitalization, especially B2B digitalization that creates more and better jobs in

the future. In 2016, only 60 percent of businesses used internet for their operations. In additiohe share
of businesses that used the internet for banking or delivering products or services or staff training accounted
for less than 20 percen{UNCTAD 2019) This pattern is confirmed by other indicators of network readiness
such asB2BICT use B2Cinternet use, andEE O 08 O Asbratior (fighr€ 29), vhich position Egypt
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below the average of MENAcountries. Furthermore, Egypt ranks 96 out of 139 countries accordingo the

7 %& 0v@rall ranking of network readiness (WEF 2016). Policies to encourage the adoption of digital
technologies by firms could be considered to support B2B business models and digitalization that increases
competitiveness.

Figure 29. Business IT Usage
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Note: B2B = business to business; B2C = business to consuni&T = information and communication technologiesiT =

information technology; MENA = Middle East and North Africa. The B2B indicator captures the extent to which firms in a coyntr

use information and communication technology to make transactions with other firms. The B2C indicator captures the extent to

xEEAE EEOI O ET A Al 01 O0OU OOA OEA ET GAOTAG O AiIiT1AAO x®OE ADOOO
adopt technology.

Souce: WEF 2016.

Egypt is in a good position to grow digital business offerings. With smartphone usage on the rise,
progress toward greater connectivity, a large population under 30, and industries that can benefit from B2B
services, Egypt has the potentiaio enable the deployment of digital business models. The local landscape
has developed further over recent years and the trend is expected to accelerate, although the limited
penetration of digital payment systems poses a challenge. Furthermore, the issua of the Personal Data
Protection Law in July 2020 is a first step to enhance legal certainty regarding the collection, use and transfer
of personal data an essential element for the success of datiiven digital businesses.The development of

an enabling environment for digital business calls for a comprehensive set of policies, as the case of Mexico
illustrates (box 16).
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Box 16
Mexico: Adjusting Regulations to Facilitate the Operation of Digital Business Models

Mexico is an example of a government that has used both ex ante regulation and competition enforcement
to allow for an environment where local and smaller players can compete with larger digital platforms and
with offline, traditional companies.

Sector-specific rules in sectors such as transportation and finance at the subnational and national level
have allowed for growth in digital platforms for urban passenger transportation and fintech services. Since
2015, regulatory debate on transportation platforms has leaned toward allowing for the operation of digital
platforms; emphasizing regulatory effort limited to public policy objectives related to safety and protection of
users; favoring economic competition and free market access; and ensuring that users reap the benefits
brought by these new business models. Similarly, the 2018 fintech law adopted rules to facilitate consumer
switching and enable entry of new participants into the market.

At the same time, competition law was enforced to stop anticompetitive mergers. Mergers in retail, digital
payments, and finance have been analyzed, and a merger between a traditional retailer and a digital platform
was blocked. Investigations of abuse of dominance in the market for electronic commerce platforms have been
initiated as well.

The country has also taken actions to update frameworks on data protection, consumer protection, and
taxation of digital services. In 2018, Mexico adopted the Council of Europe Convention 108 of January 28,
1981, for the Protection of Individuals with regard to Automatic Processing of Personal Data and its Additional
Protocol to the Convention for the Protection of Individuals with regard to Automatic Processing of Personal
Data, regarding supervisory authorities and cross-border data flows. In 2020, regulations on data privacy were
included under the consumer protection framework, although greater alignment with the country’s general
data protection framework is needed. Mexico is also in the process of adjusting rules on taxes on digital
services, including on foreign residents.

Source: COFECE Digital Strategy; Raul 2020; Chambers and Partners Data Protection & Privacy; KPMG; Dentons.

When benchmarked against other | AT AAOO 1T £ OEA - %. ! OACEI T h %wcupO
digital platforms (figure 3 0). ThisEO AAOAA 1T 1 OMNA Techanalysis of "19AridiEaford across

topics related to government platforms, private sector platforms and logistics (figure B).

Figure 30. Arab Republic of Egypt’s Digital Platforms Compared with Other Areas of the
Middle East and North Africa
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Figure 31. Arab Republic of Egypt’s Digital Platforms Compared to the Middle East and
North Africa Average

MENA
component _ Egypt EVEE’:: o Average i
g Gece
Pillar 2: Digital Platforms 6.20 5.44 4.81

Under-5 birth registration rate 99% 93% 92%

Naticnal |1D coverage (age 18 and above) 98% 97% 97%
ID database digitized (Y/N) Yes Yes Yes
Digital authentication enabled (Y/N) - Yes Yes
Gov'tPlatforms e-government Index 0.49 0.54 0.44
Online Services Index 0.53 0.55 0.41
e-Participation Index 0.53 0.53 0.54

Share of population (age 15+) who cite lack of necessary

documentation as a reason for not having a financial account (2017) 2 2L 2B
Percent of Population Having Mail Delivered at Home 100% 51% 59%
Percent of Income Linked to Parcels and Logistics Services 2% 24% 22%
Logistics Postal Relisbilty Index 80.9 587 539
Percent of the Population Without Postal Services 0% 14% 19%
LPIInternational shipments score 3.3 2.9 26
LPILegistics competence score 3.2 2.8 2.5
LPI Tracing & tracking score 3.2 2.8 25
LPITimeliness score 3.6 3.2 3.0
Burden of customs procedures 3.8 4.1 3.6

. Country value in the UNCTAD B2C E-commerce Index 39.9 49.2 392
Private sector platforms
B2C Internet Use, 1-7 (best) 4.0 4.2 38

Note: B2C = business toansumer; GCC = Gulf Cooperation Council; ID = identification; LPI = Logistics Performance Index; MENA =
Middle East and North AfricajUNCTAD =United Nations Conference on Trade and Development

6.3. Recommendations and Next Steps

7EEI A %CcUDPOS6O AECEOAI EIT 00T Au EAO AAAT 11 OAx1 OOEUN
governmental and commercial) could be improved to achieve a dynamic, inclusive, and safe digital economy. .
The countryisnox AO Al Ei Bl OOAT O OOOTEIT C PITETO & O AAAATI AO
and fueling the growth of ecommerce(table 7).
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Table 7. Strengths, Weaknesses, Opportunities, and Threats Analysis on Digital Platforms

Strengths Weaknesses
1  The swccessful egovernment pilot in Port Said 1  The government has been missing a clear plan for public
demonstrated practice in interoperability and digital platforms and the capacity to fully implement it.
institutional coordination. 1  Strategic leadership on public platforms and privatded
1 There is willingness at the highest level to embrace digita digital business models is unclear.
solutions in the Arab Republic ofEgypt. 1 A comprehensive data policy to enable interoperability and
1  Markets for platforms and other digital business models database integration is lacking.
are growing. 1 %CcUDPOBO AATTI I U OAI AET O AA

business models.

Opportunities Threats

1 Institutional capacity for successfulgovernment migration
to a new environment, including process reengineering, is
weak.

1 The legal framework is less conducive to private digital
platform development, and coordination between
regulatory agencies is limited.

1 Addigital skills gap exists.

1 Ministries are migrating to the newcapital city and could
benefit from a new shared government infrastructure.

1 A dynamic entrepreneurship ecosystem that can be built
upon is nascent.

1 Leverage on regionatommon language for example,
chatbotin Arabic.

The following recommendations could support the further development of digital platforms in Egypt

| AEAAOEOAR pd ! AAAI AOAOA Ei DI Al AT OAGETT | & OfdpthCi OAO
readiness assessments and success of pilot programs.

''ATPO A DOI COAOOEOA APDPOI AAE O1 OAAT A Obp OEA EIit
transformation strategy . The findings of this diagnostic clearly highlight that recent progress has been

i AAA OF AAOAT AA OEA CI1 OAdiagedda ObiOprogréss wa® Admondirarddi b@ £l O
among other things, the Port Said pilot, the optimization of national databases, service level agreements
AOAZEZOAA xEOE OAOEI OO 1 ET EOOOEAOR AT A OEA OOOdhip.c 0OOE
Given the commitments made in the ICT Strategy 2025 and Egypt Vision 2030, now is the time to build on

the strategic work undertaken to date, by ensuring that roles and responsibilities are clear, and that
coordination and collaboration are facilitaed. The wholeof-government approach could become the norm

based on best practice standards, designsnd partnerships.

Use the Port Said pilot as a catalyst to create a government that is itself a platform for strategic
collaboration, digital experimentat ion, and public sector innovation. Crowdsourcing public sector
intelligence and promoting experimentation can help advance the goals of the digital government agenda for
the benefit of citizens and communities of practitioners, within and beyond the publisector.

Conduct an in-depth analysis of the digital government in Egypt (infrastructure, platforms, and
services) to identify progress and adjust execution paths.  The Digital Government Readiness Assessment
(DGRA) strategic planning tool that was recentlgeveloped by the World Bank could be leveraged to provide
an in-depth assessment across key dimensions such asstitutional landscape, user focus and change
management, technology and data infrastructure, capabilities, culture and skills, and the enalglinational
ecosystem.

Objective 2: Create an enabling policy and regulatory environment for digital business models.

Adopt legislation that enables digital transformation and leverages digital platforms in Egypt . The
government has conducted several legisA OE OA OA &£l O0i 6 AOOEI ¢ OEA 1 A0GO DA
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protection law, cybercrime law, intellectual property rights law, and most recently the new data privacy and
protection law. Two more steps are recommended: digital signatures could be laumed following the 2004
law on the subject, and a new -eommerce law could be enacted. Both are fundamental to achieving
meaningful steps toward an enabling regulatory environment and the advancement of digital economy. It
would be also important to evaluae government rules to protect suppliers éspecially small vendors) in
online platforms and complement current antitrust rules on abuse of dominance, as well as rules on taxation
of digital services to create a level playing field.

Define clear and strateg ic institutional leadership for the digital government agenda, backed by the

Ci OAOT I AT 680 bPi 1 EOEAAT OODBPDI OOideahdAséciobshaditicEpblifes. OA OE |
This would fit with existing vertical and horizontal structures for policy implemenrtation to avoid conflicting
responsibilities and weak accountability. An important policy area of focus could be antitrust, including
strengthening merger control, ensuring the application of the law across sectors and firms, and updating the

law as neededto provide rules to address anticompetitive practices in digital markets. Additional

recommendations for regulatory intervention are set out in the legal section iappendix A.

Develop a national data policy for the public sector . A wholeof-government daa policy would help
connect elements of the data value chain under a single policy instrument. Current progress on
interoperability, datasets, and the adoption of a data privacy and protection law are significant steps toward

a comprehensive national datgolicy. The policy will also enable public sector agencies to define informed
policy priorities and pool data commons. It will further enable greater crosgjovernment data integration, as
well as more interoperability, maturity, and stewardship. Under anopen-data policy, these integrated
datasets can also be made available to the private sector to encourage competition as well as the
development of new digital solutions relevant to the Egyptian context. This is a foundational element in the
preparation of a national Al strategy and will accelerate Al use in the public sector and various social and
economic sectors, offering more proactive and personalized services to citizens and businesses. A country Al
ecosystem maturity analysis is recommended to iderfy further opportunities and challenges for
leapfrogging with Al adoption and use.

Objective 3: Build institutional capacity to support digital platforms.

Focus and improve digital capacity building within the public sector . There is an opportunity for
government to lead the preparation of a forwardlooking national capacity development plan that maps the
digital skills and competences required for leapfrogging to digital transformation (for example, data science,
cybersecurity, Al). Such a plan would be @ected to define a roadmap for progressively shifting toward a
digital mindset in the public sector that can ensure the availability of adequate capabilities to design,
implement, operate and manage digital government platforms and services. In additiorotthe human and
technical digital skills, the plan can foster partnerships with academia and ICT industry leaders by
establishinggovernmentaccelerators to introduce new digital models?

Conduct a further comprehensive analysis of private platforms in E  gypt. Such an assessment could

leverage the framework developed fothe7 T O1 A " AT E8 0O AT Al UOEAAIT DOT EAAO 1

Table 8 summarizes the key recommendations and suggested activities for digital platforms in Egypt.
A time span is propsed for each activity including short-term (3z12 months), mediumterm (12724
months), and longterm (24736 months).

77 Government Accelerators, first launched in United Arab Emirates in October 2016, is a dynamic learning platform for cross
sectoral government teams together with academiand the private sector to address challenges and achieve ambitious goals in
short periods. See http://www.accelerators.gov.ae
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Table 8. Key Recommendations and Suggested Activities for Digital Platforms in the Arab

Republic of Egypt

Recommended Actions Time Frame Priority

| AEAAOGEOA pqg ! AAAI AOAOGA Ei Bl Al AT OAOQEIT T 1 Aeningdhdingds BsAeSsihmitshndC
success of pilot programs.

Conduct an irdepth Digital Government Readiness Assessment. Medium term Intermediate
Scale the government pilot in Port Said to other governorates, promote public sector Medium term High
experimentation, and expand the onlineservices catalogue through digital platforms.

Continue investing in secured modern digital infrastructure, includinchigh-quality Long term Intermediate
broadband and data storage capacity.

Objective 2: Create an enabling policy and retatory environment for digital business models.

Accelerate adoption and enforcement of an enabling legislation for digital Short to medium High
transformation and evaluate new policy interventions such as incentives for adoption ¢ term

digital technologies by firms,supplier protection rules, and taxation of digital services.

Clearly defineand strengthen the strategic institutional leadership for the digital Short term High
government agenda.

Develop an Already national data policy for the public sector to connect all currentang  Medium term Intermediate
future elements of the data value chain under a single policy instrument. A country Al

ecosystem maturity analysisshould also be taken into consideration for increamg Al

adoption and use.

Objective 3: Build institutional capacity to support digital platforms.

Enhance the capacity of civil servants to ensure the availability of adequate capabilitiee  Medium term High

to design, implement, operateadopt, use and manage digital government platforms

and services.

Increase access to advanced digital skills for enhancing the usage of data and emergi| Medium Term High

technologies.

Note: Short term = 12 months, medium term = 1224 months, and long term = 2436 months. Al = artificial intelligence.
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This section analyses the state of digital financial services in Egypt and the key opportunities and challenges.

Key messages

9 Digital financial services (DFS) have the potential to dramatically expand financial inclusion in Egypt and
fuel overall economic activity.

1 The commercial incentive for developing such services could be driven by the expansion of government
to-person (G2P)payments.

1 Modern regulatory frameworks and infrastructure are needed to support the update of DFS. This
includes esignature, econtracts,data protection and privacy, data portability and open banking, know
your-customer (KYC) and electronic KYC {KYQ registries, and unstructured supplementary service
data (USSD) banking.

1 Nonbankpayment service providers, including microfinance institutians, should be digitally enabled and
given access to the clearing and settlement infrastructure on a transparent and equitable basis.

7.1. The Importance of Digital Financial Services

Digital technologies can improve the delivery of financial services and ¢ ontribute to a broader, more

efficient, and more inclusive financial sector. $ &3 OAZAOO O1 O&EET AT AEAT DPOIT A
payments, transfers, savings, credit, insurance, securities, financial planning and account statements that are
delivered via digital/electronic technology such as emoney (initiated either online or mobile phone), payment
AAOAOG AT A A OAcCOI AO AATE AAAT 01 66 j'0&) c¢mpoh oQ8 ¢
actors such as nonbank enoney issuers.DFS can hve significantly lower costs than traditional financial

services that rely on manual and paper processes, including costs of storage, computation, and transmission of

data.

DFS has the potential to disrupt the market and reach the underserved and unbanked. For example,

mobile technology offers cheaper transaction accounts that act as a gateway to other financial services.
Lower search and verification costs have led to the creation of online persda-person (P2P) platforms or
marketplaces thatfaE 1 EOAOA 1 AOAEET ¢ AAOxAAT 1 AT AARAOO AT A Al 0OI
financial inclusion. For example, access to financial services for female farmers.

DFS is, however, not without risks, such as higher exposure to cybercrimes and concerns ove r data
privacy. Digital literacy is also a concern, aewer literate individuals may not feel comfortable using digital
platforms, which could further exacerbate financial exclusion. Providers need to become more experienced
in managing digital technologés to ensure that the benefits outweigh the costs. Regulators may struggle with
new market participants using business models that do not conform to existing supervisory practices. At the
same time, cybefresilience of financial market infrastructures is citical to ensure the stability of the entire
financial ecosystem.

As recent experience with COVID -19 lockdowns has shown, digital payments are crucial in facilitating
minimum essential economic activity during such periods of stress and crisis.  The continuous flow of
payments for salaries, goods, and services along with remote delivery of services and product shipping
allowed for essential economic activities, along with some nonessential ones, to continue during the CGQVID
19 lockdowns.
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The government of E gypt prioritizes the development of a digital economy with a strong DFS pillar
for a less-cash society. The government aims to develop a sound, diverse, competitive, and inclusive
financial sector that provides convenient access to appropriate, affordabland quality financial services’s

7.2. Diagnostic Findings: Current State of Digital Financial Services

The level of financial inclusion in Egypt falls short of that in most of its peer economies.  As of 2017,
just under 70 percent of adults were still excluded from the regulated financial system, lacking the
prerequisite for participating in a digital economy: a transaction account. At the same time, as in other MENA
countries, there is a significant gender gap iEgypt in transaction account ownership: 12 percentage points
in 2017, up from 10 in 20147°

Despite the multiple advantages that a cashless economy could offer, most payments in Egypt are
made in cash. According to the Payfort State of Payments Report, d&rcent of retail transactions in Egypt
were settled in cash in 20168 Among cashless payments, bank transfers remained the most popular
followed by payment cards and mobile money. The latter is mainly used for P2P transfers rather than
purchases. The dminance of cash is illustrated by global companies having to switch to cablased
payments upon entering the Egyptian market. For instance, Cairo was the seventh city in the world where
Uber had to accept cash payments addition to digital payment (Maher 2015).

The use of digital payments by Egyptian adults is significantly lower than in most economies.  Overall,
only 6 percent of Egyptian adults reported making a digital payment in the past year. This includes using a
debit or credit card, using a mobilephone to make a payment from an account, using the internet to pay bills
or to buy something online, and paying bills or sending domestic remittances directly from a financial
institution account or through a mobile money accoun{World Bank 2017a). The percentage is much lower
than most economies, with the MENA average at 28 percent and the world average at 45 percent. Among
those who report paying utility bills in the past year (69 percent of adults), 98 percent report using cash.
Only 2 percent of Egyptan adults reported using the internet to pay bills online. Around 66 percent of wage
earners report receiving salaries in cash. In the previous year, 22 percent of account holders report having
made neither a deposit nor a withdrawal. Similarly, the usefonobile money services in Egypt is lonat only

2 percent of Egyptian adults. The latest data collected from tHéTRAsuggests that there have been some
improvements in the ownership of mobile wallets offered by the MNOs and bankshere were approximately
19.8 million mobile wallets in as of April 2021however it is not clearhow many of these wallets are activé!

Egyptian adults still prefer paying cash for their online purchases.  Payfort reports that 70 percent of
online purchasers pay in cash. In addition, anecdotal evidence based on interviews wittt@nmerce sites
and financial service providers suggests that most Egyptians prefer paying cash on delivery for their online
purchases. There are threemain reasons for this: (a) distrust in the financial sector, that is, facing the
potential consequences of having personal or financial information stolen, having an amount debited
multiple times, being overcharged, or not being able to receive refunds tifie item is defective or never
received; (b) distrust in the delivery/courier system, that is, that the product will not be delivered at all, will
be delivered but not in usable condition, or will be delayed significantly; (c) distrusof a merchant who isnot

78 This note does not cover complex financial services, for example, retail investment services, or complex forms of financaéts
made possible by digital technoloyg, for example, crypteassets, given the level of financial sector deepening in Egypt.

79 According to Global Findex 2017World Bank 2017a), only 33 percent of adults in Egypt have a transaction account that allows
for payments and the store of value proided by a regulated financial institution.

80 Amazon Payment Servicesittps://stateofpayments.payfort.com.

81 CBE data is based on the latest World Bank Financial Inclusion Global Initiative (FIGI) missfrom November 2019.


https://stateofpayments.payfort.com/

Egypt Digital Economy Country Assessment 93

met faceto-face, thinking the product will be defective or will not be sent at all, fearing the merchant will
overcharge and will not refund in the event of defegtand so on

Electronic payment acceptance among merchants is also a challenge. A 2016World Bank study (World
Bank, 2016) indicates that electronic payment acceptance by small merchants in Egypt is low. According to
the study, only 18 percent of retail payments by consumers aticro, small, and medium enterprise (MSME)
merchants are estimaed to be done electronically. Promoting electronic payment acceptance in Egypt
represents a particularly large opportunity to improve digital payments, increase formalization, and, in turn,
improve financial inclusion.

Fawry and Masary are the two largest bill payment aggregators, each of them maintaining a large agent
network and allowing their clients to use both cash and noncash means to pay bills, top up their mobile phone
credits, donate to charities, pay school tuition fees, and settle bills forammmerce orders. Fawry has more
than 80 thousand locations and enables payments online, usiAg Ms, mobile wallets, or retail points. Masary
has more than 60 thousand locations enabled with their poirof-service (POS)system.

The current bill aggregation bu siness model is based on an extensive agent network that receives
cash payments. This reinforces the cashcentric culture. E-commerce in Egypt relies on these bill
aggregators to enable cash payment against delivery of most items, from mobile phones taldges. Bill
aggregators say they have found much resistance from consumers in trying to establish electronic payments.

E-Finance, controlled by the Ministry of Finance, is an important payment gateway, handling
electronic payments to and from the government through banking channels. It was set up to provide
outsourcing services to theviOFassociated with payments and collection (suppliers, employees, pensioners,
customs, taxesand so forth).

Most international remittance services in Egypt are cash -based, with banks offering relatively cheap
cash-to-cash services through bilateral arrangements with foreign exchange houses and banks in

Gulf Cooperation Council (GCC) countries. 8 International remittances are an important driver of financial
inclusion. Typically, migrants go abroad for the purpose of sending money home regularly. For the families
back home, who are predominantly poor and excluded from the financial sector, receiving remittances to an
account may serve as a gateway to the regulatéidancial sector. International remittance receipts represent
an opportunity to boost digital payments by reaching unbanked and underbanked populations for the first
time with transaction accounts83
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has increased sharply since 2012. The Egyptian Banks Company (EBC) introduced the direct debit service in

2012, however, its use is relatively low. In2015, 17 million direct credits were executed, versus 9800

executed in 2011. In 2013, 3100 direct debits were executed. This went up in 2015 but only to about 1.2

million direct debits.

E-money issuance is limited to banks under CBE regulation. Mobile wallets in Egypt have been launched

by banks, or as partnerships between banks and MNOs, or in one instance, by Fawry in partnership with
several banks. In 2016, a revision of the Mobile Payments Regulation was issued to expand the take up of
mobile wallets, as it was estimated that over 90 percent of mobile wallets remained dormant. This might

82 Qutside GCQemittance corridors, international money transfer operator (MTO) services are more prevalent and remittance
services are offered through partnerships with commercial banks in Egypt.

83 International remittances represent a significant source of income and foreign currency for the Egyptian economy. Recent
estimates indicate that inward remittances through regulated channels amounted to US$23.6 billion in 2017, accounting for 10
percent of GDP and making Egypt one of thep five remittance receiving developing countries.
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have been caused by the ceiling for mobile wallet balances not having been adequately adjusted for inflation
coupled with the lack of interoperability. The nev regulation increased transactional limits, enforced
interoperability, enabled banks to employ agents for onboarding (inciding microfinance institutions
[MFIs]), and allowed users to receive international transfers directly into their mobile money accoug.84
Since then, interoperability has been further facilitated through the Mobile Interbank Switch operated by
EBC.

In 2019, in an attempt to push cashless payments, the CBE, EBC, and MCIT launched the national
prepaid card scheme, Meeza Card. Several donestic banks issue the Meeza Card, and users can recharge
the cards at banks and ATM<Egyptians over the age of 16 can procure a Meeza Card by presenting their
national ID cards in person. The card is free of fees for the first month. Meeza Cards can bedusr
transactions at POS and online domestically, as well as for withdrawals at ATMs, payments of government
bills and services, and some other private sector services.

According to Global Findex 2017, the major self -reported reason for financial exclusion is insufficient

funds for opening an account. Eighty-three percent of unbanked Egyptian adults noted that they do not
have an account at a regulated institution due to insufficient funds. Other barriers cited incledcost of
opening and maintaining an account (19 percent), lack of documentation (13 percent), the distance to the
nearest access point (7 percent), lack of trust in the financial sector (5 percent), and religion (5 percent). This
suggests that a wider rage of products should be made available to cater to different needs.

Commercial banks in Egypt offer two main types of accounts: savings and current accounts.  Current
accounts usually ask for a minimum balance and provide access to their resources throwgecks, payment
cards, and bank branches. Egypt Post also offers postal saving accounts and current accounts, which have no
opening or minimum balance feesBoth commercial banks and Egypt Post also offer prepaid cards as
payment instruments.

The informal nature of the economy makes account ownership more difficult.  Only 29 percent of Global
Findex respondents reported receiving employment wages and a large proportion of these likely originate
from the informal sector. This means that both employers and epfoyees may be wary of engaging with the
regulated financial sector. They could be concerned that making their transaction potentially visible to the
authorities will result in imposition of additional taxes or licensing fees. Until recently there were no
regulatory upper limits for cash payments, and as such, even largé&e firms at times settled substantial
obligations, such as loan repayments or payment for property purchases, in c&sh.

Egypt has a very low penetration of financial sector access points . In 2018, there were only five
commercial bank branches per 100,000 adults in Egypt. For every 100,000 adults, there are only 18.72 ATMs
in Egypt, compared to 39.47 in Lebanon, 30.72 in Tunisia, 29.44 in Jordan, and 34.64 in West Bank and Gaza.
There were 97 POS terminals per 100,000 adults in Egypt in 2015 compared to 465 in Jordan, 610 in
Lebanon, 1,000 in Saudi Arabia, 152 in Tunisia, and 1,796 in the United Arab Emirates. There were 20,600
banking agents in Egypt and 22,247 mobile money agent outlets 2018286 There were also over 140,000
locations of Fawry and MasaryEgypt Post has an extensive branch network: there were almost 4,000 post

84 MFIs act as agents for commercial banks in mobile payments services only to serve their customers in loan disbursement and
collection.

85 Law no. 18 of 2019 was approved, regulating the use of noncagsyment methods. Within six months of approval, executive

regulations for this law will come into effect, which will specify the upper limits for cash payments. o o .

83 AA )T OAOT ACETTAT -11TAOAOU &O1TAGO &ET AT AEAT 1ABCAASONGBAOOOAU | &!
598B5463A34C, and World Bank GPS8tps://www.worldbank.org /en/topic/financialinclusion/brief/gpss .
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offices in the country by the end of 2017. Theost offices also have an extensive geographical coverage,
which makes them patrticularly suitable for reaching lowincome and remote populations.

Current requirements on merchant onboarding and acquisition, as well as the existing payment
infrastructure , make it very costly for merchants to accept electronic payments.  There is room for
several regulatory and infrastructure improvements as well as innovative product designs, incentives, and
value-added services that could make it more attractive for small retailers to accept electronic payments.

Some 31 percent of Egyptians reported having saved or set aside money in the past year but only 5
percent of Egyptian adults did so through regulated financial institutions. This is significantly lower
than most peer economies. Only 16 percent of alts reported using a savings club or a person outside the
family to save(World Bank 2017a).

About half the Egyptian adults reported having borrowed money in the past year, the vast majority

of which was done outside the regulated financial sector. Just 9percent of adults reported having
borrowed from a regulated financial institution. The main source of borrowing is family and friends, reported
by 38 percent of Egyptians. The most commonly reported reason for borrowing was medical purposes,
reported by 13 percent of EgyptiandWorld Bank 2017a).

Microfinance institutions  (MFIs) cannot issue payment instruments, nor can they collect deposits or
issue loans for purposes other than economic reasons (production, services, commercial).  In general,
regulations limit the role of MFls in providing a wide range of responsible financial services to the unbanked
and underbanked and in the provision of DFS going forwardlespite recent changes, pilot programsand
reforms.87 Changes in the regulations in 2019 allowediFls to act as agents of banks to support their own
borrowers via mobile payment services and prepaid card& Other recent regulatory changes allowed/Fls

to deliver microcredit and microleasing and to act as microinsurance agents via electronic channefince
these regulatory reforms came into effect, theFRA has worked with the industry to encourage the
development of a variety of DFS products foMFIs, including digital disbursements and ecollection via
mobile wallets using the SMART Wallet App (formdroid) and messaging(SMS)

Product offerings are not yet sufficiently developed to boost DFS uptake and usage . Financial services
other than payments are not currently allowed on mobile platforms. Even with payments, specific products
are not designed fo different use cases, such as domestic and international remittances. Furthermore, the
existing access networks of Egypt Post and Agricultural Bank are underutilized.

87 Microfinance Law (Law 141/2014): Companies supervised by the Financial Regulatory Authority can only offer microloans for
economic purposes (production, services, commercial) and are subject to a maximum loan ambthat cannot exceed EGP
100,000.

88 Preliminary results reported by FRA indicate that the largest 20 MFIs initiated digital payment flows amounting to EGP 46
million by 24,048 users on the collection side and EGP 150 million to 7,954 users on the disbursmt side.
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Access to finance is the second-most-cited investment climate constraint in Egypt. 8 Only 7 percent of
firms have a bank loan or line of credit in Egypt, compared with an average of 28 percent in the MENA.
Account ownership as well as using a loan or line of credit is biased towhformal and large firms at the
expense of small and medium enterprises (SMEs) and in favor of metropolitan areas at the expense of lagging
regions. According to Doing Busines8Norld Bank 2020), all registered firms are required to have a bank
account atthe time of the registration, even if the balance is as low as EGP 100.

Moreover, other channels of financing 2 such as capital markets, venture capital, private equity, and

leasing? remain shallow. Despite being the largest consumer market in the Middle Eaand North Africa
region, Egypt has very few venture capital or private equity firms and lacks funding for ventures, particularly

in the early statOD OOACAO8 %wCUDPOSO ANOEOU AAPEOAI Ai1 0100
with other countri es in the region, and institutional investors (asset managers, insurance companies, and
pension funds) account for only 35 percent of trading activities; the rest of the trading is done directly by

individuals.

About a quarter of firms in Egypt have declar ed the need for additional financial products. While loans
and lines of credit are the most needed financial products, over 20 percent of small and 12 percent of medium
firms declare needing checking and savings accounts. Most Egyptian firms (81 percengatlwith multiple
suppliers, and there is therefore potential to make digitization of supplier payments an attractive product.

Major G2P payment initiatives in Egypt include salaries and pensions of civil servants, as well as
different social safety net (SSN) payments. As of 2016, over 2.5 million active civil servants were paid their
salaries into bank accounts held with six commercial banks. Each of these banks issued 123 network debit
cards cobranded with Visa oMasterCard. EFinance, a government subsidiary, manages the implementation

of the payroll system. The Ministry of Social Solidarity (MoSS), through the Nasser Social Banks, has also
issued over 6 million debit cards operated on the 123 networks to governnm pension recipients, which
they can use to withdraw funds from Egypt Post branches or ATMs. However, these cards cannot be used for
cashless transactions, and this is an important missed opportunity for DFS in Egypt.

4EA 4AEAEDT AT A + A Odlagship@ash tuisir pfrogram| dsBuses small amounts

of monthly cash to about 2.5 million households (around 9 million indirect beneficiaries) through a
closed-loop debit card issued by E -Finance. This card enables beneficiaries (who mostly live in ral
areas) to withdraw small monthly cash amounts from Egypt Post branches and ATMs (123 networks). After
the launch of the Meeza card, MoSS has been in the process of replacing all SSN payment instruments with
Meeza cards.

Food and fuel subsidy programs, managed by the Ministry of S upply and Internal Trade , are partially
digitized. Accounting, clearing, and reconciliation processes remain largely manual. For example, the Baladi
bread subsidy program, which allows lowerincome Egyptians to purchae five subsidized loaves of bread
per person per day, is disbursed through a smaitard voucher system to determine program eligibility and
reduce leakages. However, the cards are not interoperable with other systems and the personal identification
number (PIN) authorization is merely used to determine eligibility for the subsidy. This is also a missed
opportunity for DFS in the country.

89 World Bank Enterprise Survey data 2019

)
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At present, tax payments cannot be completed remotely through card payments or transfers. A visit
to a bank branch or goernment office is necessary?

A number of fintech companies have been emerging in Egypt that have the potential to reach the
unbanked, underbanked, and entrepreneurs, in addition to supporting financial institutions in
providing DFS. It is estimated that eachEgyptian pound invested fintech contributes EGP1.6 to the GDP
and each job created in fintech supports 5.6 other jobs (CBE 2019)here are three fintechfocused
accelerators: AUC Venture Lab, Startupbootcamp, and Falak (goveremttled). A recent market assessment
by IFC found that while fintech is growing in Egypt, a large proportion of stattips exit the market at an early
stage (Gueguen 2018). Most stamtips are confined to the payments space, with limited innovations in other
areas such as insurance or credit. Further, while fintech accelerators have been successful, more needs to be
done in linking to larger corporations, regulators, and international hubs. Regulations and market access
seem to be the major constraints, followed by a lack of mentoring support and experienced talent pools.
Lastly, the IFC assessment found other key constraints include a rigkerse culture, low financial literacy,
lack of trust in financial services, limited payment and internet infrastructureand limited media coverage.

)T ¢mpwh OEA #" % 1 AOT AEAA EOO ££ET OAAE AT A ETT1T OA
ecosystem and position the country as a regionally recognized fintech hub.  The FinTech Vision and

Strategy was endorsed by the relevant authorities in Egypt. Implementation of th&trategy started in the

second half of 2019 with critical initiatives targeted for completion by the first half of 2021. Furthermore,

the CBE launched Regulatory Sandbox in June 2019 to keep pace with the developments in the market, to
provide a conducive environment to promote innovation and financial inclusion, and to encourage the
adoption of innovative products and services in the Egyptian finanal sector?! The Sandbox is cohort based,

and the first application window opened in 2019 with a focus on-&«YC, following the launch of the operating
guidelines.

There is very little clarity on the roles and responsibilities of the different financial sec tor regulators

in regulating and supervising fintech.  With the approval of the new Banking Law in September 2020, the
CBE was granted regulatory powers over certain aspects of the fintech ecosystem. At the same time, the FRA
board approved the text for a fhtech Law that would grant FRA regulatory powers over some other aspects.
As such, fintech solutions are subject to one or more of the following regulatorgie CBE, FRA, NTRA, and
EgyptianMoney Laundering Combating UnitEMLCU). This creates confusionad uncertainty on the part of

the market, as set out in section Xbegal, Regulatory, and Institutional FrameworldCBE and FRA will still
need to work on the relevant secondary regulations.

Egyptian authorities consider financial inclusion a priority for financial sector development and have

taken several measures to supportit. %CUD OGO £ET AT AEAT OAAOI Othe@CBEOACOI
supervises and regulates the banking seat, and the FRA supervises and regulates the nonbanking financial

sector, which includes microfinance institutions, leasing and factoring companies, mortgage companies,
stockbrokers, insurance companies and pension firms. The NTRA regulates the telecomnuations sector.

The ministries that work on financial inclusion and digital economy related topics includéhe MCIT,MOR

% Law No. 18 of 2019, regulating the use of noncash payment methgdsandates the use of nhoncash payment methods for
government disbursements and collections. Executive Regulations of this lavent into effect in September 2020.
91 See Central Bank of Egypt website, in Arabic, Cbe.org.eg.
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MoSS, and the Ministry of Supply and Trade. Other relevant public sector entities include Egypt Post, ITIDA,
and EFinance.

There have been several recent achievements in Egypt on financial inclusion via digital channels.  In
2017, for instance, the president issued a decree (No. 89) to form the National Payme@isuncil, which is
mandated to stimulate a cashless society, encourage theeusf electronic payments, and formalize the
informal sector. CBE has been working on a number of reforms, including a National Payments System
Strategy, an Oversight Policy Framework, and secondary regulations for the new banking law, to strengthen
the enabling environment to support a healthy DFS landscape. The most recent completed reforms include
finalizing a CBE Fintech Strategy and launching the regulatory sandbox, establishing a centralized financial
inclusion data-hub for supply-side data based on uigue national IDs, stimulating DFS through issuing
simplified KYC requirements for mobile money users, implementing interoperability among mobile money
providers, and enforcing electronic payments for suppliers from government entities that exceed a centai
threshold. The CBE has also been working on a National Financial Inclusion Strategy.

Governmental authorities have taken several measures to develop the microfinance sector by
establishing an enabling regulatory framework through the 2014 Microfinance La w. FRA introduced
new products in the microfinancing sector including microinsurance anchano finance® It also granted
licenses to nongovernmental organizationgNGOSs) using electronic payment systems upon providing
financing and collection activities ttrough payment service providers (PSPs), as well as benefiting from
mobile payment systems in financing and collection activitiesThe authorities further developed financial
infrastructure by enabling a credit bureau and a registry for moveable assets.

The Egyptian authorities have also actively participated in financial inclusion international forums .
CBE joined the Alliance for Financial Inclusion (AFI) in 2013 and made commitments to improve financial
inclusion as part of the Maya Declaration in 2016.

Accordingti 3 OAT AAOA ©Q 011060 '11TAAl &ET AT AEAI , EOAOAAU
adults were considered financially literate.  According to the survey, the percentage of men that are
considered financially literate (30 percent) is higher than that ofvomen (25 percent). More young people
between 15 and 34 years old are considered financially literate (31 percent) than their older counterparts

(23 percent). Nonetheless, the digital economy and DFS requires not only financial capability, but digital
financial literacy as well.

The Egyptian Banking Institute (EBI) spearheads financial education efforts in Egypt. The EBI was
established in 1991 by the CBE to act as its official training arm and to apply international best practices in
developing the techntal and managerial skills of financial sector professionals.

92 Nanofinance product offered to individuals at no more than EGP 3,000 per person, to be repaid within 90 days. Its due payments
may not be carried forward and it isnot to take the form of collective borrowing. The Decision No. 142 of 2019 issued by FRA also
adds that during the validity period of the nandinance product, nancdfinancing clients must not borrow more than one loan (per
client) from any source (including any microfinance institution) for the purpose of financing an economic activity. The new product
aims to provide working capital needs and requirements to small farmers, sefmployed persons, homebased businesses, dato-

day vendors, and street vendorsMicrofinance companies shall update the data and information of their clients and their credit
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In 2012, EBI designed the Shaping the Future initiative dedicated to the implementation and
enhancement of financial literacy in Egypt, in addition to the development of friendly financial

produc ts for children and youth . Both the public and private sectors participate actively in the initiative,
which has five core pillars: (a) national reform; (bJadvocacy; (c) outreach; (d) regional liaisorship; and, (e)
capacity building. In 2013, as part ofShaping the Future, the Egypt National Committee for Drafting a
Financial Literacy Strategy was established, composed of diverse stakeholders including financial regulators,
ministries, financial institutions, academic institutions and international organkations. More recently, the
EBI finalized the draft National Strategy for Financial Education in collaboration with the Ministry of
Education and Ministry of Higher Education and Universities.

The main piece of legislation regulating payments in Egypt is Law No. 194 of 2020 promulgating the
Central Bank and Banking System Law. The new law provides explicit powers to CBE to regulate and
supervise banks and regulate and oversee PSPs and payment servicerafmgs. It also includes a section on
fintech. CBE has thus far adopted a barlkd model for mobile money and introduced regulations in 2012
and 2016 to enable the development of mobile wallets and mobile payment services in Egypt. Fourteen banks
offer bank-branded mobile wallets, while three MNOs offer mobile wallets in partnerships with banks. Fawry
offers a technology solution for a mobile wallet, partnering with several banksCBE will need to issue
secondary regulations to further provide guidance totie sector.

Ei1T1TAU OOAT OAAGETT O AT A AOOOI i A0OGS AEOT AOG AOCA T11U ¢
Mobile Phone Payment Services of November 2016. Consequently, they only apply to mobile payments,
and the rules clearly state that only banks are pemitted to provide e-money instruments.

The Egyptian financial consumer protection (FCP) system has been fragmented until recently, being

based on numerous laws and regulations. There are two different regulatory bodies entrusted with
implementation and sugervision. The CBE has the jurisdiction over banking institutions and the FRA has the
jurisdiction over nonbank financial institutions. Various regulations and guidelines issued by the CBE and
the FRA, as well as sectoral regulations, include specific redaces to FCP procedures procedures that are
not product or provider specific, do not span the entire financial sector, and do not necessarily prescribe the
same procedures. The CBE has recently adopted the Regulation on Financial Consumer Protection, iy

to banking services in February 2019, which came into effect in September 2020. The document is highly
relevant for the creation of a functional consumer protection framework in Egypt, considering the role of
banks in the Egyptian financial sector.RA has been revising its organization structure as well as establishing
legal and regulatory framework on FCP. The World Bank team provided technical assistance to both the CBE
and FRA teams on their respective FCP frameworks to build a harmonized FCP feavork for banks and
nonbank financial institutions in line with the Good Practices of Financial Consumer Protect{tvorld Bank
2017c).

Despite the lack of consistent legal requirements, providers may have some types of redress
mechanisms in place, but of varying quality. In general, providers claim that they have sufficient
mechanisms in place for redress. However, due to the lack of any legal and regulatory standard the degree of
formality varies substantially. Both the CBE and FRA handle consumer compiai to inform supervision but

do not act as alternative dispute resolution entities. There is no owdf-court dispute resolution mechanism.

The current legal framework governing international remittance services appears to be impeding
competition and conte stability in the Egyptian market for international remittances . As Egypt is one
of the top remittance-receiving developing countries, the digitalization of remittances is an important first
step in enabling unbanked remittance receivers in Egypt to accet®e regulated financial sector and to start
using digital payments. This could be an important steppingtone for further usage of DFS. Commercial
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banks in Egypt offer lowcost cashbased international remittance services. Their dominance in the market
appears to be impeding the entry of new, digital remittance services, particularly i&@CCorridors. This is in
part due to the legal and regulatory framework, which fails to create a level playing field between bank and
nonbank remittance service providers. Currently, only commercial banks are permitted to pay out
international remittances in Egyptian pounds, while nonbank money transfer operators (MTOs) are only
permitted to pay out remittances in foreign currencies. MNOs may offer international remittanceesvices
(and other payment services) only in partnership with banksFurthermore, while banks can establish
subagents to payout international remittances, nonbank MTOs are not currently allowed to establish
subagents. For this reason, most international MJs have opted not to be licensed in Egypt and instead
collaborate with commercial banks to offer their money transfer services through the bank branch network.
Moreover, the presence of regional mobile money networks and remittance aggregators in the retaitces
value chain to Egypt appears to be minimal compared to the rest of the African regin

%C U b O &mondy lainBering (AML)/combating the financing of terrorism (CFT) regime reflects
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based approach is uneven across financial products and services. A risk-based approach to the customer
due diligence (CDD) aspects of AML and CFT compliance is largely absent from traditional banking services.
Before opening an account with a natural person, banks need to obtain an official identification, proof of
AAAOAOOh AT A pPOTT E£ 1T &£ AiPITUIATO ATA AOGAAOOAET A
among other requirements. ldentity verificaion must occur prior to the commencement of a business
OAl AGET 1 OEEP8 4EA O0OO0O1I AOGO AEOOOGEAO AAETT x1 AACA OEAO
profile.94 A comprehensive CDD framework for banked mobile payment services has been establishetike

the CDD rules for banks, the CDD procedures for mobile payments require banks to obtain national ID and
information related to employment, nationality, and permanent residence, among others. ldentification and
verification must use original, reliable documents. However, the CDD framework for mobile payments
incorporates elements of a proportional, riskbased approach. The regulatory rules for mobile payments set
account limits that serve as the basis for simplified duiligence measures contained ithe CDD procedures

for mobile payments.

Although the coverage of the National ID (NID) is nearly universal, onerous KYC procedures prevent
Egypt from leveraging it for greater financial access. National IDs must be physically verified at bank
branches or MNO retail locations; electronic KYC checks are not available, while institutions other than
MNOs, MFIs, and the Post Office are not eligible to act as agents of banks for the CDD processe#\dtathe
number of locations where accounts can be opened is limited, especially in more remote areas. Not only does
this impose additional costs and barriers that may prevent Egyptians from accessing the regulated financial
system, but this also limitghe effectiveness of marketing and outreach efforts. Even filing a formal complaint
regarding a financial product or service needs to be done dperson at the branch of the financial service
provider or the regulator, or the credit bureau, with the verification of NIDs. Existing customers of financial
service providers need to undergo a full KYC process for adding new products. This acts as a barrier to
financial inclusion and expansion of DFS.

E-signatures have been recognized in Egypt since 2004 with the passage of the esignature law. In
practice, the implementation of esignature requires a qualified secure signature creation device. Obtaining

93 In other markets in Africa, alternatives to SWIF and international MTO systems for money transfers include international card
networks (Visa/Mastercard), mobile money operator networks (for example, for crosdorder mobile money transfers), and
remittance aggregators that integrate multiple casthasedand digital remittance services across multiple corridors (reducing the
need for MTOs and remittance service providers to develop multiple bilateral partnerships). Examples of remittance aggregator
include MFS Africa, HomeSend, and Thunes. In Egypt, segbtems do not appear to be widely used for international remittance
services. Visa and Mastercard have recently introduced their VisaDirect and MoneySend (respectively) services in Egypt.

94 EMLCU, 2011 Rules for Customer Identification in Banks.
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this device is not entirely straightforward and may require several documentations and a couple ofperson
visits. The complicated application of &signature in practice may hamper the widespread use and uptake of
DFS in Egypt.

The Egyptian legislation does not have a definition of e -contracts; however, the Civil Code includes

all contracts, and the existence of the e-sighature law may validate e -contracts, which are similar in
nature, except that they do not have a physical existence. However, the issue seems to be that the e
signature law requires the contracts under question to be electronically concluded. Inamy instances,
including some DFS contracts, underlying contracts cannot be electronically concluded, and hence, the
absence of econtracts in the legislation may hamper widespread use and uptake of DFS.

The Data Protection (DP) Law No. 151 of 2020 was recently issued but lacks provisions on data
portability and does not apply to the banking sector. The law has a clause that notethe CBE and
ET OOEOOOET T O OEAO £AIl xEOEET OEA OAT PA 1T &£ OEA #" %
exchange companies) are exempt from the provisions in the law. For these institutionthe CBE is designated

as the institution to set the rules for protecting personal data. This, however, creates a nonlevel playing field,
because nonbank financial institutionghat are under the supervision and control of FRA will need to abide
by the DP Law No. 151 of 2020. At the same time, other institutions that are not necessarily financial
institutions (for example, Big Tech companies,-eommerce platforms, MNOs, utility ompanies) have access

to personal data which could, when properly regulated, be used to improve the penetration and usage of DFS.
Instead of this particular clause, the law could have incorporated appropriate provisions on data portability
to enable open lanking and competition in DFS in a proper way.

National Payment System

The main elements of a payment system include a real -time gross settlement system (RTGS) system

for large -value payments, a national switch for ATM/POS, an automated clearing house for direct
debit and credit transactions, a check clearinghouse, and a mobile payment switch. = CBE has owned
and operated an RTGS since 2009, processing odanillion transactions per yea. The RTGS is only used for
large value direct credit transactions. Only commercial banks that maintain an account with CBE can access
the RTGS. CBE also owns and operates the check clearing house in Egypt.

The EBC is a consortium established in 1995, com posed of the central bank, state -owned banks , and
commercial banks, and is responsible for operating payment switches. The automated clearinghouse is
operated by the EBC and processes credit transfers and direct debits. The EBC also operates the 123 damest
debit, prepaid card, and shared cash networks. The EBC also manages the interbank mobile payment switch.
In 2013, EBC, in partnership with MasterCard, launched an interoperable mobile money payment switch.
The switch allows all banks and MNOs to interaon the platform over which mobile payment transactions

are processed and cleared. MNOs and bill payment aggregators can offer mobile payment services in
partnership with banks.

The Arab African International Bank and the National Bank of Egypt are consid ered to be the largest
acquirer banks, and they also provide the most popular gateways for internet card payments. Fawry
and Masary are the two largest bill payment nonbank service providers and allow their clients to use cash to
pay bills, top up, donateo charities, pay school tuition, and settle bills for their éommerce orders.

USSD banking is unavailable for mobile wallets provided by banks. USSD enables the use of feature
phones to deliver financial services to users and can therefore reach the peoisegments of the population.
Mobile wallets offered by MNOs in partnership with banks (for example, Vodafone Cash, Orange Money,
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Etisalat Flous) offer wallet owners the opportunity to use ATMs and POS terminals to access their accounts
and cash out. Thes wallets also operate on USSD with a feature phone as well as provide the owner the
option of using apps on smartphones. Mobile wallets provided by banks, on the other hand, cannot provide
their owners the option of using a feature phone or a smartphorre they can only offer mobile banking on
smartphones, given that banks can only access internet over mobile broadband. Therefore, there is a need to
level the playing field for mobile wallets offered by MNOs in partnership with banks and those offered by
banksto encourage competition and product innovation.

ID System

The national identification registry is fully owned and controlled by the Ministry of Interior. The
registry is updated with birth and death records from the Ministry of Health. Access to the regry is limited

to the creation of election records and the confirmation of mobile number (SIM) owners. Egypt has a trusted
national ID card system that covers almost the entire populatin. All newborns are assigned an I number

and NID cards are mandatoily issued at age 16. ID cards do not have biometric information and expire every

7 years. Anecdotal evidence suggests that some citizens may not have renewed their ID cards after expiration.

I-Score, the credit bureau, currently offers the service of NID verification to banks. The service allows
banks to validate a custome® ID before executing any sensitive transaction by validating with the system
using the NID number and comparing the retrieved results with the information on the ID provided by the
customer. All inquiries are processed by the NID authority through83 AT OA8 O 1T AOx1 OES8

Credit Reporting

The only Egyptian private credit bureau, | -Score, was established in 2005 and became operational in .
2008.4EA AOOAAOGSO 1T PAOAODEI vised bpthe’CBRE & i frivately Bwhed Ably the @@ D A O
Egyptian banks, 25 commercial banks and the Micro, Small and Medium Development Agency.

I-Score maintains a database of credit information for SMEs and individual consumers.  |-Score credit
reports are gpen to its members and all data subjects have access to their information through bank branches
and bankWeb portals, ATMsand post offices across the country. Data subjects can file a complaint at bank
branches, which are channeled to-&corefor processng. The bureau currently collects credit data mostly
from banks and microfinance companies, some larger NGO MFIs, and NGOs caiegiarand B (smaller NGOs
lack the management information system capacity to electronically process and report credit infoJhe |-
Score database currently holds almost all dhe credit data of individuals and SMEs from commercial banks
in Egypt. However, data on the underserved and unserved remains limited.

Since its establishment, | -Score has been expanding its range of servi ces.|-Score has been planning to
expand products and services based on harnessing additional (alternative) data and further digitization. The
bureau had plans to start collecting data from the national gas supply company in 2018, to add to their credit
database information on MNO pre, and postpayment data as well as data from other utilities. However, the
lack of data portability clauses in the new Data Protection Law No. 151 of 2020 creates uncertaintasout
this. In addition, some utility providers may not be able to offer this data electronically.

Middle East and North Africa Regional Benchmark for Digital Financial Services

7EAT AAT AEI AOEAA ACAET OO0 1T OEAO 1 Ai AAOO 1T &£ OEA - %. !
digital financial services (figure 32). ThisfindngE O AAOAA 1T 1 4 HMMA Téchatdlydisof 1A1T ES O
indicators across topics such as payments and legal frameworiigure 33).
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Figure 32. Arab Republic of Egypt’s Digital Financial Services Compared with Other Areas
of the Middle East and North Africa
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Figure 33. Arab Republic of Egypt’s Digital Financial Services Compared to the Middle East
and North Africa Average
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Pillar 3: Digital Financial Service
4.56 5.34 4.39

Debit card (% age 15+) 10% 34% 19%
Debit card usedin the past year (% age 15+) 4% 24% 12%
Credit card (% age 15+) 2% 12% 4%
Credit card used in the past year (% age 15+) 1% 9% 4%

e Cashless retail transactions per capita 3.49 173 4.6
;mn;g&): ;d.ug*v)nh an accountat a financial 39% A% 6%
Mobile money account (% age 15+) 2% 8% 6%
Made digital payments in the past year (% age 15+) 23% 34% 27%
Paid utility bills: using an account (% age 15+) 1% 10% 7%
Doasthg country have a legal framework for electronic Yes Yes Yes
transactions/e-signature?

Legal frameworks

Doesthe country have a legal framework for consumer Voo Dich Draft

protection when purchasing online?

Note: GCC = Gulf Cooperation Coun®ENA =Middle East and NorthAfrica.

7.3. Recommendations and Next Steps
4AAT A o AT Al UOGAO %CcuUPOBO AECEOAI AET AT AEAT OAOOEAA
threats.
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Table 9. Strengths, Weaknesses, Opportunities, and Threats Analysis of Digital Financial
Services

Strengths Weaknesses

1  The government has a vision to become a recognized 1 The data protection regime, particularly regarding data
fintech hub. portability, and creating a level playing field is incomplete.

1  The existence of mobile money, large bill payment 1 Multisector coordination is lacking.
aggregators, and a national prepaid card (Meeza) is a 1 Enabling legal and regulatory frameworks are needed.
plus.

1 There are a number of experiencethternational mobile
network operators.

1  Egypt Post, with its large network of post offices and its
existing customer base, can be instrumental in expanding
the penetration of digital financial services in Egyptf
significant reforms are applied.

Opportun ities Threats

1 Digital financial services are a vector for financial 1 Access tdinance is the seconemost-cited investment
inclusion. climate constraint in Egypt.

1 Disclosure, transparencyefficiency, and supportcosts 1 Critical building blocks, including framework and
reduction compared to cash payments need infrastructure, have gaps.
improvement. 1 Almost 70 percent of adults are excluded from the regular

1 International remittances could be digitalized. financing system.

The following recommendations could support the further development of DFS in Egypt:
Objective 1: Establish the required infrastructure for digital financial services.

Strengthen coordination among DFS actors. Coordination and dialogue among public and private sectors
within and beyond the financial sector could be encouraged and optimized. DFS is a multisectoral issue that
involves concerted efforts by different actors from different sectors including the financial sector and ICT.

Support the expansion of access points, as well as the range of services offered through the access
network. Egypt Post and the Agriculture Bank can be better leveraged to extend outreach and for
uninterrupted bill payment services and DFS offerings.

Introduce fast payments. A fast payment sysém could deepen the penetration of digital payments in Egypt
and strengthen the foundations of the digital economy.

Objective 2: Improve the legal, policy, and regulatory environment.

Issue the relevant secondary regulations for payment systems and service s in a timely manner. Itis
recommended that the relevant secondary regulations be issued as soon as possible on both payment
systems and services, as well as fintech to ensure further clarity and establish standard definitions. The CBE
is urged to take the lead in regulating fintech in collaboration with FRA and other relevant authorities.

Ensure much-needed regulatory coordination between the CBE and the FRA, especially in terms of
fintech. Both institutions have issued, or are in the process of issuintieir own fintech laws that need to be
followed by secondary regulations on fintech, and this needs to be coordinated carefully. Fintech business
models generally do not lend themselves to institutional separation, for example, banks versus nonbank
financial institutions.
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Modernize regulatory frameworks and infrastructure to include e -signatures, e-contracts, open
banking, e-KYC and KYC registries, and USSD banking to enable effective penetration of DFS. A revision

of the e-signature legislation is recommermled to make esignatures more practical. Legislation on-€ontracts

is also needed. Supporting infrastructure such as KYC registries could be developed to facilitate the
availability and take-up of DFS.

Include provisions on DFS agents in the enabling legi slation. No provisions relating to DFS agents
currently exist. Their inclusion would go a long way in improving efficiency, flexibility, competition, and non
exclusivity in the DFS market. The ability to engage agents by nhonbank®ney issuers could be ecouraged

in case such providers were to be regulated and licensed in the future. Provisions could be drafted allowing
PSPs to use the business model they wish to organize agent networks (for example, multitier agents such as
super agentsmanaging a networkof subagents or a framework where different categories would be allowed

to provide different kinds of services). The market could be left free to choose how to structure the network
without leading to higher risk.

%l OOOA OE A O -nofe@idridd afe@ydprotkcted. For emoney issuers that are banks, providing

deposit insurance or some other similar measure for customer funds is recommended. In the case of nonbank
e-money issuers, if these were to be considered in the future, protection mechanisms tabbe established in

the form of a trust or escrow account. This would allow bankruptcy remoteness of the trust or escrow
account from the bankruptcy of the emoney issuer (nonbank PSP) and the bank holding such trust or escrow
account. Funds protection cald also be extended to bill payment aggregators. Customer fuymtotection
mechanisms should protect customer liability if the issuer declares bankruptcy. For instance, a clear
OAPAOAOGEIT 1006060 AA T AAA AAOxAAT OEA epénge@danstd AOOOI |

Adopt specific regulations to regulate e -money instruments irrespective of the technology used to
execute transfers.

Objective 3: Clarify and simplify requirements for digital payments.

Grant access for nonbank PSPs to the clearing and settlement infrastructure on a transparent and
equitable basis, once they have met preestablished, risk -based requirements. Access to the automated
clearinghouse is restricted to commercial banks and Egypt Post, and access to RTGS to comnhdraiks.
Nonbank PSPs have the potential to cater to the specific needs of disadvantaged population segments and at
the same time exert competitive pressures on traditional players for the latter to improve their service
offerings.

Adopt a strategic approa ch to plan for developments in the national payment system.  While there have
been some recent developments in a number of areas, more attention is needed to enhance the safety and
efficiency of the system and to promote financial inclusion.

Issue harmonize d and more comprehensive measures on disclosure and transparency through the

CBE and FRAThese new measures could replace any existing, limited ones, to allow for easier comparability
of fees and charges and transactional products. Disclosure should bendoin a standardized easyo-
understand format, cover key issues, and have minimum language requirements.

Introduce a general requirement for all financial service providers to have internal redress
mechanisms. There are currently norequirements for redress, and neither the CBE nor FRA can provide
out-of-court redress mechanisms.Some forms of redress mechanisms do exist within providers, bun
varying degrees. In the immediate term, it is recommended that a general requirement foll aroviders to
have an internal redress mechanism be introduced. Gradually, more specific minimum standards should be
included, based on consideratiomf proportionality issues.
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4EOT OCE OEA AT 01 OOUBO ~£ET AT AEAT OACOI Al iaxiddes AT T A O 2
financial inclusion risk assessment component. This would help regulators more effectively calibrate
%CUDPOGO ! -, T#&4 AT I DBl EAT AA OACEI A8 4EA AT i BPIAOGETT 1
of financial inclusion products and application of a riskbased approach in developing simplified due
diligence procedures. The riskbased approach to simplified due diligence could be expanded beyond mobile
payments. A more widespread riskbased approach to simplified due diligence wadd unlock additional

financial inclusion potential in Egypt.

Streamline and simplify KYC measures and make them tiered and risk based . This could apply to all
licensed entities regulated by both the CBE and the FRA. It is also important that measures eimgoé-KYC
are put in place. EKYC need not require building a digital ID system and could be established based on
current national 1D credentials. A more comprehensive-&YC environment can facilitate CDD and uptake of
DFS.

Enable and encourage the acceptance of electronic payments by merchants. Wide acceptance of
electronic payments by merchants is a precondition for uptake and effective usage of transaction accounts.
Generating value for merchants in the form of fiscal incentives, lower merchant discourdtes, and asset
light infrastructures such as QR codes are crucial, in addition to encouraging small merchants to make
supplier purchases electronically from large suppliers, potentially using supply chain finance as an incentive.
In addition, introductio n of a fast payment system could deepen the penetration of digital payments.

Ensure that all cards used to disburse social transfers are interoperable and can be used for
transactions . This will increase card payments, which in turn will spur the growth ofccess infrastructure
at the merchant level.

Digitalize international remittances and encourage remittance receipts into transaction accounts.
Remittances received into transaction accounts can then be used for payments at pedaftsale or online,
without the need to cash out.

Mainstream the role of DFS so it can be used if social distancing rules are in effect. Digital payments
can enable citizens to adhere to social distancing norms that have been in place for COWD Digital
payments canallow G2P paynents to be made with ease, without the need of the beneficiaries to cash out.

Leverage DFS and eKYC to build a sustainable, efficient , and safe digital payments ecosystem that
can be made to support the needs of citizens during times of crisis. A remote KYC scheme that enables
remote account opening for mobile wallets, which was temporarily facilitated by a CBE circular during the
COVID19 pandemic can be redesigned to be permanent.

Roll out a comprehensive DFS strategy with actionable timelines that invo Ives financial inclusion,

payments, and financial education. The DFS strategy could also consider and build upon inputs from the

#" %60 EET OAAE OOOAOACU j#" % ¢mpwQ8 4EA 7101 A "ATE
Payments System Strategy (iprogress) and is also working with CBE on improving the draft National
Financial Inclusion Strategy toward mobilizing efforts in national financial education and literacy strategy.
Relevant elements from all of these could be merged in an actionable roadmto form part of a more

comprehensive and concerted strategy to facilitate DFS improvement efforts.

Table 10 summarizes the key recommendations and suggested activities for digital financial services in
Egypt.A time span is proposed for each activity idading short-term (3z12 months), mediumterm (12724
months), and longterm (24736 months).
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Table 10. Key Recommendations and Suggested Activities for Digital Financial Services in

the Arab Republic of Egypt

Recommended Actions Time Frame Priority
Objective 1:Establish the required infrastructure for digital financial services.

Strengthen the coordination and dialogue for DFS and financial inclusion among the Short term High
public and private sectors.

Enable and encourage acceptance efectronic payments by merchants. Medium term High
Expand the number of services and access points, leverage the points of presence of Long term Intermediate
existing institutions, and better address the needs of the unserved and underserved.

Objective 2 Improve the legal, policy and regulatory environment.

Issue the relevant secondary regulations for payment systems and services under the Short term High
new banking law and enablehe CBE to take the lead in regulating fintech in

coordination with the FRA and other relevant stakeholders.

Facilitate and legislate the use of DFS agents, and further develop specifineney Short term Intermediate
regulations.

Facilitate the availability and takeup of DFS by undertaking several actions including Long term Intermediate
legislating for e-contracts, revising the exsting e-signature legislation, and developing

supporting infrastructure such as KYC registries.

Objective 3: Clarify and simplify requirements for digital payments.

Define the strategic plan for the development of aational payment system and Short term High
consider developing a DFS strategy.

Digitalize international remittances and enable the use of opetoop payment Medium term High

instruments for the disbursement of social cash transfers.

Improve financial consumer protection and address current gaps such as customer
redress mechanisms.

Long term

Intermediate

Note: Shortterm = 3712 months, mediumterm = 12724 months, and longterm = 24736 months. CBE = Central Bank &gypt; DFS
= digital financial services; fintech = financial technology; FRAFinancial Regulatory Authority; KYC =know-your-customer.



8. Digital Entrepreneurship

This section explores the national entrepreneurship ecosystem in Egypt and what can be ddoebetter
support firms and entrepreneurs in their use of new technologies and business models in the digital space.

Key Messages

1 %C U Bighantlc entrepreneurship ecosystem holds great potential for becoming an entrepreneurship
hub in Africa.

9 Although it has had some initial success, the country is still missing several of the foundational attributes
associated with more advanced entreprengr ecosystems, including, among others, a regulatory
framework that facilitates doing business, fintech platforms, healthy early financing, experienced
business angels, a skilled workforce, and a barridree ecosystem for women.

1 In order to take full advantage of the digital economy and the power of digital entrepreneurship, the
AOAEIT AAEI EOUh OPAAAR OAI EAAEI EOURh AT A AT OAOACA 1 E

8.1. The Importance of Digital Entrepreneurship

Low productivity across the private sector has contributed to the lack of overall job growth in Egypt .

. A0 ET A COIl xOE ET %CUDPOGO £ Oi Al DPOEOAOA OAAOI O xAC
evidence suggests that in a competitive environment, firms are typically oo small and grow large over their

life cycles. This growth is a key source of productivitggnhancing jobs. By contrast, firms in Egypt hardly grow

and barely increase their productivity over time (World Bank 2014).

Improvements in productivity are necessa ry to create more and better quality jobs and to sustain
long-term growth. Total factor productivity in Egypt has declined since the 2000s at 2 percent per annum
on average Egypt must address the productivity challenge in the private sector so as to acheits goals of
creating 700,000 new jobs per year and to accelerate economic inclusion.

Digital technologies can play an important role in helping reduce transaction costs. They speed up
information, communication, and idea exchange improving efficiencand productivity and sparking
innovation.4 EA AECEOAIT AATTTiI U AAT DOl OEAA wCcupOsO Al OOA
also seed the emergence of a new digitally enabled private sector that can deliver muaeded growth and

jobs. The rate ofinnovation remains dismally low at 6 percent in 2016, substantially lagging behind the
average rate of innovation in MENA, lower middkéncome countries, and East Asian Pacific countries (World

Bank 201&0).

Entrepreneurs have a key role to play in digital ly enabling the private sector, as they are the agents

who identify and take advantage of opportunities created by technological advancement in the

economy. %1 OOADOAT AOOEAT AAPAAEI EOU EO EAU O A EEOI 6¢C
determines firm performance and agility. Digital entrepreneurs can help foster innovation, create new
markets by facilitating access to basic goods and services, and help spread the benefits of the digital economy

to other sectors like financial services, en@y, transport, education, health, manufacturing, and agriculture.

For Egypt to capitalize on this changing context, policymakers, intermediaries, and the private sector should

strive to nurture an ecosystem that helps unlock the potential of entrepreneurdjarness the potential of
disruptive technologies, and transform the wide range of sectors into a fufledged digital economy.
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The COVID19 pandemic has provided both opportunities and challenges for digital
entrepreneurship, as seen in box 17.

Box 17
Impact of COVID-19 on Digital Entrepreneurship

The impact of COVID-19 on digital entrepreneurship in the Arab Republic of Egypt has been mixed. On the one hand, it
has given a boost to digital business-to-consumer business models. Egypt has witnessed a rapid increase in e-
commerce activity with new consumers now shopping online for the first time, thereby contributing to the
acceleration of the overall e-commerce market. COVID-19 has also put a favorable spotlight on the fintech sector, as
Egypt is lagging behind the region in financial inclusion. There is increased interest in supporting and developing the
fintech space both from the government side (Central Bank of Egypt) and the private sector, where new venture
capital (VC) funds are focused on fintech start-ups. The fintech start-up Fawry is the first Egyptian unicorn (a start-up
company with a value of over US$1 billion) and has garnered the attention of investors and entrepreneurs to the vast
opportunities in this sector. Similarly, there are indications that other new digital sectors such as education technology
and health technology have also received a boost from the short-term demand for virtual consumer activity, which
may contribute to accelerated growth in these sectors. On the other hand, COVID-19 has discouraged would-be
entrepreneurs from starting new businesses due to the increased uncertainty in economic activity and the perceived
assumption that access to funding would be limited. This has only exacerbated an existing trend in Egypt. In reality,
access to finance for start-ups has remained the same or may even have increased, when comparing the number of
deals in 2020 with previous years. There are currently a number of new VC and angel funds being established targeting
Egyptian start-ups at the seed and early growth stage. While the short-term activities of these funds may have been
affected, there are no indications that their overall investment plans have changed.

8.2. Diagnostic Findings: Current State of Digital Entrepreneurship

Egyptian industry lags behind in many dimensions of digital technological readiness given its low

digital technology adoption rates. Only 5 percent of firms in Egypt are using technology licensed from

foreign companies, compared to an average of 7 percent ihe MENA region(World Bank 2016b). Egypt
OATEO pnm 1060 1T &£ ptnn Al 61 OOEAO ET O)#4 AAI POEITho
AAT DPOETThoe AT A wp 100 T & pox Ai O1 OOEAO ET OAOAEI AAE
Firm innovation, a key driver of labor and total factor productivity, has been relatively low in the past

and experienced a further decline between 2013 and 2016. As such, the country lags significantly behind

the average rate of innovation in the MENA region, lower middiscome countries, and East Asian and Pacific
countries (World Bank 2016b; figure 34).

Figure 34. Percentage of Firms That Introduced a New Product or Service, by Country
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Figure 35. Percentages of Firms in Egypt That Introduced a New Product or Service, by
Region
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Innovation rates vary substantially across regions and firm sizes.  Firms in Greater Cairo and West Delta
appear to be the most innovative, while firms in Southern Upper Egypt drthe Frontier region seem not to
innovate at all, according to results from the World Bank Enterprise Survey (World Bank 20h6figure 35).

Spending on research and development (R&D) has also been very low, a situation that can partly
explainthe lowrate O 1T £ ET 11T OAOET 1 Onky ¥ petoghtiobfitnds hdicEdCahyGgending on
R&Din 2016. Egypt significantly falls behind comparator countries in the MENA region as well as lower
middle-income countries in general. The share of firms spending on R&n those groups is four to five times
higher than that in Egypt(figure 36).
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Figure 36. Percentage of Firms That Spent on Research and Development, by Country
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their competitiveness in a rapidly changing global economy. The massive and disruptive advancement
of technological progress and its rapid adoption in prduction processes by firms in developed and emerging
economies imply that without effective support, Egyptian firms will significantly diverge from the pace of
innovation of firms in many other comparable countries (Rahmayforthcoming). Consequently, Egypwill
not be competitive in international markets, most notably on R&D and skiihtensive products.

The section that follows is structured according to the Babson Entrepreneurship Ecosystem model, which
covers six interdependent and complementary domainspolicy, culture, human capital, infrastructure and
supports, financial capital, and markets. These domains, and the interplay between them, determine
entrepreneurial opportunities and drive digital entrepreneurship.

Young and productive firms are the engines of private sector job creation around the world.  An
enabling policy and regulatory environment is critical to stimulating the development of innovative and
competitive firms. One of the most important factors is the ease with which a businesan be created.

#1 1 Dl Agh OEI A AT 1 O00I Eich AT A AT 001 U POT AAAGOAOG AAI
or her ideas into a formal business. Equally important is the ease of exitingbaisiness sinceinnovative
entrepreneurs need to opeate in an environment where they can fail fast and fail often to iterate and
improve their innovation and product offerings so as to meet market needs. Lengthy, complex, and restrictive
insolvency proceedings can prevent an entrepreneur from going througthis important iterative process

and unlocking capital for new business ideas. Additionally, for innovative entrepreneurs to raise capital from
investors, laws that provide appropriate minority investor protection are needed.

Over the past few years, Egyptas made improvements in key policy and regulatory indicators to support
AT OOAPOAT AOOOEEDP8 %CUDOGO OATEEIC ET OAOI O I &£ OEA
from 120 in 2019 (World Bank 202Q figure 37).
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Figure 37. Doing Business Ranking: Arab Republic of Egypt

. Change in Score
Topics DB 2020 Rank DB 2019 Rank DB 2020 Score DB 2019 Score

(% Points)
Overall 114 120 60.10 58.56 3%
Starting a Business V 90 109 87.80 84.11 4%
Dealing with Construction Permits 74 68 71.20 71.77 -1%
Getting Electricity v 77 96 77.90 71.41 9%
Registering Property 130 125 55.00 55.00 0%
Getting Credit 67 60 65.00 65.00 0%
Protecting Minority Investors v 57 72 64.00 58.33 10%
Paying Taxes Vv 156 159 55.10 52.73 4%
Trading Across Borders 171 171 42.20 42.33 0%
Enforcing Contracts 166 160 40.00 42.75 -6%
Resolving Insolvency 104 101 42.20 42.27 0%

Note: DB = Doing Business.
Source: World Bank 2020.

Egypt is taking important steps to improve the business environment. ~ The government created a o
2ACEOOOU &I O -1TOAAT A #1711 AOAOAT h AT AT AAA OEA AT I PAI
new Bankruptcy Law in 2018. It has also taken the following steps:

9 Facilitated starting a business . Egypt has continued to makestarting a business easier in 2019 by
removing the requirement to obtain a certificate of nonconfusion and improving its onestop shop. It
takes 1213 days to start a business in Egypt compared to the MENA average of 20 days and the OECD
high-income avelge of 9.2 days. However, the costs of starting a business are 40.3 percent of gross
national income per capita in Egypt compared to 22.6 percent in MENA and 9.3 percent for OECD high
income countries (World Bank 2020).

1 Made changes to insolvency rules. The Bankruptcy Law made important changes, including abolishing
prison sentences in bankruptcy cases and limiting punishment to a monetary fine. The changes to the
law also aim to minimize the need for companies or individuals to resort to the courts and gmplify
post-bankruptcy procedures. Egypt also made managing insolvency easier by allowing debtors to initiate
the reorganization procedure and granting creditors greater participation in the proceedings. Overall,
Egypt ranks 104 in the work on resolvingnsolvency indicators as per the Doing Business Report 2020,
with its 42.2 scores better than the MENA average of 34.5 (World Bank 2020).

1 Further protected investors . Egypt has strengthened minority investor protections by requiring
shareholder approval wren listed companies issue new shares. These and other measures have helped
Ei BOI OA %cUPOBO 1T OAOAI 1T OATEET C ET OEEO AAOACT OU
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Despite the improvements in regulations supporting businesses, entrepreneurs may st ill find it
difficult to navigate the current regulatory frameworks in nascent digital markets. For instance,
fintech innovations dealing with money deposits need to operate in partnership with a licensed bank, an
experience perceived by some stakeholderas stringent and complex. Additionally, it can be difficult for
entrepreneurs to interpret laws and requirements or to understand the boundaries of compliance, which can
be a deterrent to innovate and further develop the business. The regulatory approaat fintech innovations
tends to follow a rule-based rather than a principlebased approach, which means that many fintech
innovations do not fit existing regulations and arede factonot allowed. However, the CBE has recently
launched initiatives such as tle Regulatory Sandbox (June 2019) to promote a conducive environment for
financial inclusion and innovation. Further details on digital financial services regulation can be found in the
digital financial services section above. From a financing perspectivequity-based and lendingbased
crowdfunding is not permitted under the framework of the Capital Markets Lawmo. 95 of 1992. Policymakers
could review how existing legislation can affect the emergence of digital entrepreneurs, the markets in which
they operate, and the finance they need to access.

In general, society in Egypt continues to look positively on entrepreneurship, and this optimistic
perception remains higher than the regional and global averages. According to 2019/20 Global
Entrepreneurship Monitor (GEM) data, 82 percent of Egyptians view successful entrepreneurs as having a
high social status, and 75 percent of Egyptians consider starting a business a desirable career chifigare
38).%5

Fear of failure continues to hold back entrepre neurs from starting a business, but it is not a primary
deterrent : 73 percent of Egyptians believe there are good opportunities for starting a business but over half
of these (54 percent) indicate that that fear of failure prevents them from setting one upEgypt has
maintained lower levels of fear of failure, compared to regional or global averages, which is promising.
However, policymakers and intermediaries could consider how stigmas for those who have failed could
affect entrepreneurship overall. Encouaging a culture that embraces failure as much as success is important
to ensure that the ecosystem maintains a healthy level of experienced entrepreneurs that are willing to re
enter the pipeline.

Figure 38. Cultural Indicators for Entrepreneurship 2019

Good opportunities to start a new Fear of failure despite good
Economy business (%) opportunities (%)
Brazil 46 35
China 74 45
Egypt, Arab Rep. ‘ 73 54
India ‘ 84 62
Jordan ‘ 40 n/a
Mexico ‘ 62 48
Morocco ‘ 58 42

9 The Global Entrepreneurship Monitor (GEM), Entrepreneurial Behavior and Attitudes, Adult Population Survey (APS),
https://www.gemconsortium.org/data/key -aps.
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Pakistan ‘ 62 54
Saudi Arabia ‘ 73 42
South Africa ‘ 58 45
United Arab Emirates ‘ 66 42

Note: n/a = not available.

Source:The Global Entrepreneurship Monitor (GEM)Entrepreneurial Behavior and Attitudes, Adult Population Survey (APS)
https://www.gemconsortium.org/data/key -aps.

The majority of women entrepreneurs in Egypt are subsistence entrepreneurs, motivated by the
necessity to have income, rather than transformational or opportunity  -driven entrepreneurship (ILO
2016). Total entrepreneurial activity (TEA)% rates for women are lower than for men. Egypt has a
female/male TEA7 ratio of 0.4 compared to a female/male opportunitydriven TEA ratio of 0.69 indcating

a smaller gender gap for opportunity entrepreneurship than for subsistence entrepreneurshifg. Women
entrepreneurs in Egypt are more likely to be constrained by a lack of the necessary human and financial
capital, social norms committing women todmily and home responsibilities, a limit on their time availability
AT A AAEI EOU O1 OOAOAT j),! c¢mpoeqQs8 ! AAT OAET ¢ O OEA
survey respondents in Egypt obtain most of their information on businesselated matters from family,
friends, and neighbors, while only 28 percent report obtaining information from other business owners (ILO
2016). The survey also identified the following challenges:

Womenface disadvantages in gaining knovihow and experience

Finandal services do not meet the needs of women entrepreneurs at different stages of the business
AUAT A AT étleddér tollaeralicdnditions.

1 Womenlack access to business development services, markedsd technology.

1 Womenlack access to networks of wmen entrepreneurs.

T
T

As a result, Egyptian ecosystem players and policymakers could consider how proximity for
entrepreneurs and the markets they operate in could have an impact for women entrepreneurs. In
recent years, the Technology Innovation and Entrepneurship Center has been working with local
intermediaries to establish technology hubs outside Cairo to widen their support footprint. The initiative
kicked off in greater Alexandria and New Assiut city, with plans for further expansion to up to five toér
locations across Egypt. However, addressing this challenge is not (and should not be) limited to establishing
new technology hubs outside of urban centers.

9 TEA is the percentage of the populatin age 18 to 64 who are either nascent entrepreneurs or ownananagers of a new
business. Female/male TEA is the percentage of the female populatiages18 to 64 who are either nascent entrepreneurs or
owner-managers of a new business, divided by the equilent percentage for their male counterparts.

o7t %- AAAEET AO Al 1 bDDPi 0001 EOU AT OOAPOAT AGO AO OA PAOOIT xEI AEIO
OAT PA T £ OEA ET AEOEAOAI 860 OOAOEOOAT Ad\d T!'A AG@A G\E G\O DIOA O ERTAGO b QA /
PAOOI T xET AT GCAGAO ET AT OOADPOAT AOOEAI AAOEOEOU AEEAAI U AO A 1A

98 Female/male opportunity-driven TEA: Percentage of those females involved in TEA (a) whlaim to be driven by opportunity as
opposed to finding no other option for work and (b) who indicate the main driver for being involved in this opportunity is bimg
independent or increasing their income, rather than just maintaining their income, divide by the equivalent percentage for their
male counterparts.
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Launching a successful business requires not only a single entrepreneur that posse sses the necessary
skills, but also access to a pool of external skills and talent. This is vital for building a team.Evidence
from the Global Entrepreneurship Index (GElshows Egypt scoring lower than theMENAregion and the
global average in startup skills.9°

Accessing and retaining talent, however, continues to be a problem for Egyptian digital start  -ups.
Founders of digital start-ups often do not have the digital and technical skills to transform their id&s into
products or services. They need to search for a cofounder with the required sksiét or, more often, rely on
hiring talent for their team. Identifying and retaining programming talent has been challenging and a
significant operational risk to start-ups. A total of 21 percent of firms in the IT and IT services industry

ET AEAAOAA AT ET AAANOAOAT U AAOAAOAA xI1 OEAI OAA BHO AAE

The number of entrepreneurship support intermediaries has been growing in Egypt. Incubators and
accelerators play an important role in supporting a firm during its startup phase, providing tailored skills
training and mentorship, networking opportunities, as well as organizational support, sek capital, and
technical assistance, while raising the overall profile of entrepreneurship in their countries. The number of
active intermediaries in Egypt grew to 56 by2019.100 According to the analysis, Cairo is home to 68 percent
I £ %CUDOB6 O ofihe fopthréeicifles by inunbers of hubs across Africa.

Since 2010, the number of ecosystem intermediaries in Egypt has been growing and offering start -

ups additional support opportunities (figure 39). The ecosystem was first stimulated by the
establishment of the Technology Innovation and Entrepreneurship Center (TIEC) in 2010 providing
incubation program, funding, and working space for approximately 20 startips per year. Flat6Labs, a

leading regional accelerator and seed investor, launched its origihaperations in Cairo in 2011 and runs

one to two cycles per yearoverafouf 1 T OE DAOET A AT A DPOI OEAAO OAAA EOI
first university -based incubator and accelerator in Cairo, was launched in 2013 and has two cycles per year.

In 2017, Fekretak Shertetak was established as a nationwide initiative to provide training, networking,
support, and advisory services to stadups and aspirational entrepreneurs. The government also established

Falak, an accelerator that provides startips with support and funding in exchange for equityFalak is the

largest accelerator in Egypt, and its entry into the market has helped improve the overall quality and value
proposition of the higher-end accelerators in their investment and support to starups. As a complement to

tech incubators and accelerators, coworking spaces and networking eventsuch as the GrEEK Campus and

Rise Up Summit in Cairo and the Techne Summit in Alexandridnave served as the glue connecting various
components of the startup and entrepreneurship ecosystem in Egypt. These events and conferences have

PO OEAAA Cii AAI OEOGEAEI EOU Oi %CUDPOEO Ui BICc ABO COIi
investments by regional and global venture capital (VC) funds in Egyptian stanps.

Figure 39. Overview of Ecosystem Intermediaries

99 The Global Entrepreneurship and Development Institute, Global Entrepreneurship Index, http://thegedi.org/global
entrepreneurship-and-developmentindex.
100 GSMA data.
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Outreach Pre-Seed Stage Seed Stage Early Stage Mid Stage Late Stage
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Note: VC = venture capital.
Source: World Bank2018c.

Ecosystem intermediaries have also started looking at sector -specific verticals to support groups of
entrepreneurs. Both AUC Venture Lab and Flat6Labs are general programs that also launched fintech
specific cycles in partnership with banks. EFGV (a fintech seed fund backed by EFG Group and Egypt
Ventures) and Falak have established a fintech track to support entrepreneurs in the sector. An additional
initiative is Startupbootcamp (Fintech Cairo), a skmonth program aimed at supporting innovative early-
stagefintech start-ups, with a targeted focus on financial inclusion. In the education space, Ed Ventures is an
education-focused accelerator established by Nahdet Misr.

Entrepreneurship is a complex activity and the success or failure of entrepreneurs is not limited by
their individual capabilities, but equally tied to the quality of the surrounding entrepreneurial
ecosystem. Local entrepreneurship ecosystems have emerged and taken shape to support entrepreneurs
throughout the country. Increasing the numbe of ecosystem intermediaries or widening their geographical
scope should not come at the expense of quality or effective support. For example, Endeavor carried out a
study on fostering productive entrepreneurship communities, and found that togperforming entrepreneurs
were much more likely to receive knowledge, mentorship, or investment from other, more seasoned,
entrepreneurs who had led a company tecale Morris and Toérok 2018). The study goes on to recommend
that decision makers encourage and incentize people who have led successful companies to share their
knowledge, capital, and other resources with wyand-coming entrepreneurs and that intermediaries run by
people with no entrepreneurial leadership experience can negatively affect the community. iBlperspective

is shared by the Egyptian stadup community, which believes that only experienced entrepreneurs, who
have gone through the complete cycle of creating a company, can provide mentorship for other staps
(World Bank 2017b).

Much of the focus has been on improving the entrepreneurial ecosystem through specific
instruments such as incubation and acceleration .However, firms that have moved beyond the ideation
stage and are operating businesses have often outgrown these services. Accordinglgyeadoping the
entrepreneurial capability of existing firms, particularly of SMEs, and using alternative instruments to
support them, may prove successful, particularly in scaling existing businesses.
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Egyptian entrepreneurs and start -ups have been steadily raising more capital year on year. In 2019,
Egyptian entrepreneurs raisedUS$211 million compared toUS$67 million in 2018, US$37 million in 2017,
and US$9.15 million in 2016 101 This represents a215 percent yearon-year growth between 2018 and 2019
and over 2,000 percent growth over a fowyear period from 2016 to 2019. In 2019, Egyptian entrepreneurs
raised the third largest amount of capital in Africa, after Nigeria and Kenya. Additionally, irfD29, Egypt had
the largest number of funded deals in the MENA region, with 142 deals.

The increase in capital has been fueled by interest from international and regional funds and
investors in Egyptian start -ups (particularly more mature businesses lookin g to raise Series A-C), but
also by the establishment of Egypt -based VCs and early-stage funds over the past few years. For
example, in 2016, Algebra Ventures established a $40 million Egyptian fund intended to make investments
ranging from US$500,000 to 8$4 million available for startups (IFC 2016). Sawari Ventures recently
secured US$35 million in funding for its North Africa fund, which targets investments in Egypt, Tunisia, and
Morocco (Digestafrica 2018).

Despite the year -on-year growth in capital ra ised for Egyptian start -ups, overall entrepreneurial
finance in Egypt is still underdeveloped. Egyptian start-ups continue to face theQalley of deathd
challengg thatis, OEA CAD AAOxAAT xEAT AT AT OOADPOAT AOOGO 1 x1
friends) are depleted and when the company is financially viable to attract latestage investment. In Egypt,
this valley of death exists for startups that need to raise seed financing between US$50,000 and US$500,000.
In advanced ecosystems, this stagd @inancing is typically covered by angel investors and seed funds. The
last few years have seen the emergence @few pioneering angel groups and syndicates that actively invest
in seed stage starups in the valley of death. Overall, however, formalizedngel investing activity in Egypt
falls short of the need to cater for capital requirement of high growth potential startips. Young
entrepreneurs often feel that traditional investors are still not open to increasing their investments in
innovative business models and lack familiarity with the features and approaches of investing in staups.

While increasing the supply of equity finance for entrepreneurs across stages is obviously very
important, investment activity (particularly for earlier stage star t-ups) can also benefit from firms
being investment ready. The absence of investmenteady entrepreneurial pipelines could prevent
available capital from being deployed. Entrepreneurs in the ecosystem can be investment worthy, yet not
necessarily deal reagl. Lack of readiness can be due to a number of factors: (a) the eqeétyerseness of
entrepreneurs; (b) the fact that the firms may not be investable due to deficiencies in their team structure,
strategy, accounts, and other business issues; or (c) presatibnal failings, meaning that many firms are
unable to pitch their ideas successfully to investors (Mason and Kwok 2010).

101 Partech data 201§2019.
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The Egyptian government has taken important measures over the past couple of years to increase

the supply of capital for Egyptian s tart -ups and SMEs, alongside initiatives to support and stimulate

start -up activity. The government has created an investment company, Egypt Ventures, with the purpose of
investing in early-stage funds and venture capital funds, as well as in early growtompanies. In 2020, to

address capital gaps in the ecosystem, the government will be launching an equity fund of funds progeam
implemented by the Micro, Small, and Medium Enterprise Ageneyfor seed, earlystage and laterstage VC

and SME Fund$®2 Additonal 1 Uh OEA #" %80 &ET OAAE $AOAI T PI AT O 300
million fund of funds to invest in funds that target fintech startups in particular. These measures could help
strengthen and stimulate investment activity in Egypt across the att-up value chain.

Enabling e-commerce, using digital platforms, fostering access to modern digital payment systems,

AT A AgbAT AET ¢ AAAAOGO O1 AOT AAAAT A AT A ET OAOT AO AOA
economy. As mentioned earlier, digial platforms can play an important role in improving efficiency and

creating markets for entrepreneurs in Egypt. In many cases these digital platforms are developed by the
entrepreneurs themselves. Success in using digital platforms to build demand depenghost importantly on

AT T00i A6 AAPAAEOU O1 ATTTAAOG O AT A AT CACA 11 OEI
phones for ecommerce to engage and transact, data download speeds and reliability will increase in
importance.

Although digita | platforms have successfully penetrated market niches, they still face limitations that

hinder expansion and further innovation.  Scattered, overlapping, and unclear policies and regulations;
lack of a regulatory framework for digital activities across seors; and weak coordination across regulatory
agencies affect digital business operations. The implementation of labor market regulations, consumer
protection rules, competition law, and data protection rules also create uncertainty. However, as the
implementation of these frameworks continues to protect consumers and providers, rules will become more
predictable, and additional regulatory gaps will be identified.

Connecting firms to buyer -seller digital platforms can also boost firm profit and support the rise of
digital entrepreneurship and the emergence of new business models.  Digital platforms reduce search,
matching, and transaction costs because costly intermediaries disappear. Such platforms allow firms to tap
into spare physical and human capacity bgxploiting existing assets to their full extent. They also provide
reliable mechanisms to build tweway trust thereby removing informational asymmetries.

Time, predictability, and reliability of imports and exports are increasingly important for highly

connected global value chains, as is leveraging e -commerce and logistics platforms to broaden access

to new markets and customer segments. | AAT OAET ¢ OT ' 3 - (GBRA2017W0 @bt 2 AD
of eecommerce payments in emerging markets continue to ben acashon-delivery basis, which is costly,

time, consuming, and risky for both the buyer and seller. Similarly, regional or globalagammerce
opportunities can be hampered by lengthy cros®order customs procedures.

&OOOEAOQI T OAh %CUD Qufeds fiord bW @k of iGndvatdm, @hich in turn affects
competitiveness and job creation potential. Improving intellectual property rights (IPR) could

support innovation. Lack of innovation drives down firm competitiveness, which in turn affects firm gowth

AT A ET A AOAAOETI T8 wcubpdO AAT EIBDOI OA EEOI DHOI AOAOEOD
smartphones, big data, the internet of things, artificial intelligence, and other emerging technologies.

102 The equity fund of funds program is part of a US$200 million Catalyzing Entrepreneurship for Jobs project implemented by the
Micro, Small, and Medium Enterprise Agendiand financed by the World Bank) to provide funds for starups and SMEs in Egypt.
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Although Egypt is signatory to severaintellectual property conventions and has made IPR a priority,
regulations have not kept pace with the fast changes in the digital sector and with other emerging industry
requirements. Key areas for attention include adoption of frameworks to promote cooidated action against
piracy of online content or software and the recognition of intellectual property as an economic asset.

Middle East and North Africa Regional Benchmark for Digital Entrepreneurship

When benchmarked against other members of the MENAre CET T h %wcubO NOAI EEZEAO
digital entrepreneurship (figure 4 0). 4EEO EO AAOAA 1 IMNA Eedhanalys® bf SevenAT E 6 «
indicators across topics such as access to finance, entrepreneurstdpd technology adoption (figure 4.).

Figure 40. Arab Republic of Egypt’s Digital Entrepreneurship Compared with Other Areas
of the Middle East and North Africa

Egypt
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Figure 41. Arab Republic of Egypt’s Digital Entrepreneurship Compared to the Middle East
and North Africa Average

MENA
Component Egypt MENA Average - GCC

Pillar 4: Digital Entrepreneurship

Number of deals 83 24 18

Number of deals by industry/sector 17 21 14
Accessto Finance

Value of disclosed funding by industry/sector 9 27 9

Total disclosed funding ($million) 73 418 15

Number of Startups 145 47 42
Entrepreneurship

Number of VC Investors 15 15 7

Technology Absorption Firm-level technology absorption 4 5 4

Note: GCC = Gulf Cooperation Council; MENA = Middle East and North Africa; VC = venture capital.
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8.3. Recommendations and Next Steps
4AAT A pp AT AT UOAO %CUDOGO AEtehyhd weakhdses) Sppattditiel, @O E E D
threats.

Table 11. Strengths, Weaknesses, Opportunities, and Threats Analysis of Digital
Entrepreneurship

Strengths Weaknesses

1 Culture of entrepreneurship inthe Arab Republic ofEgypt | T  Geographical inequality of the ecosystem
1  Governmentinitiated entrepr eneurship reform agenda 1  Existing gaps in the regulatory environment, in particular
1 CBEimplemented regulatory sandbox for fintech

1 Early financial gap on the road to profitability
1 Lack of digitalinfrastructure, with improved connectivity,
reliability , and speed
Opportunities Threats
1 Nascent entrepreneurship hub in Africa 1  Very low level of private R&D investment

1  Conclusion of a number of dynamic and successful deals| 1 Inadequatelyeducated workforce
1 Difficulty in attracting and retaining talent
1

Risk-adverse investors in markets they do not understand

Note: CBE <entral Bank of EgyptR&D =research and development.

The following recommendations could support the furtherdevelopment of digital entrepreneurship in
Egypt:

Objective 1: Build capacity and support structures for digital entrepreneurship.

Put in place ecosystems that nurture the development of vibrant start -ups through government
action in cooperation with  the private sector and intermediaries. Governmental efforts should enable
start-ups to grow and compete so that digital entrepreneurs can play an important role in boosting economic
growth and job creation in Egypt A holistic approach could be adopted thaestablishes an ecosystem
supportive of entrepreneurs from the bottom up. While governments have an important role to play,
policymakers should be careful to not overly control the development of the ecosystem, but rather provide
it with the space to devéop organically and build on the strengths and capacity of its key components (WEF
2018).

Foster cooperation between government and the private sector to assess and address the gap in start -

up skills. Gaps in startup support infrastructure and delivery programs across the country are having an
adverse impact on the growth of the sector. Incubation, acceleration, and business training programs that
help entrepreneurs or their employees improve their managerial, technical, or digital skills, can play an
important role in supporting the growth prospects of firms. These programs require governments and
entrepreneurs to work together: entrepreneurs are best suited to identify and inform government of the
existing demand and gaps for specific skill sets.

Support the development of thematic and sector -focused acceleration programs. There is also a need
to improve the quality and availability of entrepreneurship-support programs. Existing accelerators and
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entrepreneurship support intermediaries that provide higher-quality deliverableso3 and outcomes should
be encouraged to collaborate with industry partners and subject matters to introduce content and
programming that more specifically addresses the needs efart-ups operating in specific industry verticals.

Include the specific needs of women when designing acceleration programs to fully realize the
potential of female entrepreneurs . Supporting intermediaries to design programs to provide women
entrepreneurs with skills development, mentorship, and training can playan important role in achieving
gender parity. For example, womenronly networks may be useful to help familiarize participants with
networking and building professional confidence. Women entrepreneurs also need to build linkages with
mixed-gender networks as they represent important gateways to the private sectofQasim, Lu, and Ford
2018). In terms of access to capital, educating local funds and angel investors in genlggis investing, and
piloting women-led angel groups or funds could improve the positio of women-led start-ups and SMEs and
help raise capital for their further development and growth.

Adopt a holistic approach to supporting entrepreneurship and one that effectively links funding to

pipeline development. Fostering the supplyside of the busness angel or venture capital ecosystem is not
enough to guarantee access to external sources of finance that can support experimentation and innovation.
The investment readiness or quality of the pipeline is also crucial. Investmemeadiness programs ae
important for providing individualized training, mentoring, coaching, and other services. Improving the
effectiveness of these programs means working closely with investors to understand their requirements,
before tailoring investment-readiness programsaccordingly.

Objective 2: Improve the legal and financial environment for doing business.

Create regulatory frameworks for doing business that complement entrepreneurial policies and
instruments and encourage a culture of risk  taking. A policy mixthat addresses several entrepreneurial
barriers simultaneouslyis required. Examples includefostering a culture that reduces risk aversion and does
not punish failure, helping entrepreneurs deal with uncertainty,and reducing experimentation costs. It is
alsoimportant to eliminate the wage gap between the selémployed and wageearners, as such gaps can
make entrepreneurship less attractive to highly skilled individuals.

Establish a targeted performance -based capability upgrade program for firms with a focus  on
business management, innovation, and technology adoption. Upgrading capability is crucial if firms are
to cope with both domestic and international competition and internalize any knowledge transfers obtained
through exports or foreign direct investment (FDI). In ensuring access to new technologies, Eg@ppriority
could be the diffusion of improved production processes and innovation and R&D to promptly adopt and
catch up with emerging technologies at the forefront of innovation. This is a key chanref productivity and
jobs. Improving managerial capability is a fundamental backbone for this. Effortould also be made to
deepen linkages between digital starups developing enterprise solutions and the Egyptian industry overall,
particularly SMEs. Ths will create new market opportunities for startups and contribute to the digitization
of the economy as a whole. Furthermore, it would be useful tevelop the entrepreneurial capability of
existing firms, particularly of entrepreneurs who are well pas the start-up phase. Alternative instruments
can also be used to support startips, such as management consulting and technology adoption programs.

Ensure the availability of early -stage risk capital to address the financing gap, particularly for ticket
sizes between USH50,000 and US$500,000. This is necessary to fuel the growth of digital entrepreneurs

103 Some of the thematic acceleration programs in fintech (implemented by Falak in partnership with EFEY, as well as those
implemented by AUC Venture Lab, Flat6Labs, and Pride Capital) offer a model and approach that can be replicated in otheorsect
in which technology based innovation is taking place, such as clean technology, agricultural technology, health care, education,
transportation, and creative industry.
































































































