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Abstract  

 

By the late 1990s, it had become evident among the international development 

community that state capacity and well-functioning institutions are key determining 

factors for the success of projects aimed at poverty reduction and economic 

development. Since that time, foreign aid and development organizations have funded 

projects which aim to facilitate institutional reforms across the developing world. This 

thesis examines the case of Egypt, utilizing semi-structured interviews and document 

analysis to test why some World Bank reform projects are more successful than others. 

It argues that not enough attention has been paid to the political survival imperatives of 

State elites. This thesis tests this argument through the development of a process tracing 

model that analyzes the interaction between the World Bank’s technical approach and 

the domestic politics in three sectoral reform projects. The model draws upon four 

explanations for likely success or failure of interventions: the World Bank’s weak 

understanding of a nation’s political context, the isomorphic mimicry of best practices, 

the political survival of State incumbents, and signaling theory.  

The case study reveals that political survival is the most likely and yet most neglected 

explanatory factor of the success or failure of the World Bank’s interventions in 

institutional reforms in Egypt. There are numerous reasons for why this is so. This 

thesis argues that ostensible support from the political leadership means very little 

unless other conditions such as preparedness to commit resources are also forthcoming. 

Likewise, this thesis finds that isomorphic mimicry does work if best-practice-based 

reforms are aligned with the political survival of the ruling elites and adapted by 

domestic reformers rather than by outsiders. My results also indicate that reforms are 

implemented as signals when local policy makers focus on imitating best practices to 

gain external legitimacy. I find weak support, however, that reforms are implemented as 

signals to maintain flows of foreign aid. The findings of this study contribute to 

research efforts focused on improving the effectiveness of foreign aid and reform of 

Egypt’s institutions. My results provide significant policy recommendations for the 

World Bank’s interventions to facilitate institutional reforms.  
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Chapter 1: Introduction 

Foreign aid organizations have invested enormous resources to assist developing 

countries in reforming their public sector institutions to alleviate poverty and achieve 

inclusive development. Such interventions have confronted many challenges and thus 

produced different levels of success and failure. This introductory chapter gives a brief 

background to the relationship between foreign aid and institutional reform. It identifies 

the scope and aim of this research, which explains the mixed performance of 

institutional reforms facilitated by the World Bank (hereafter, the Bank) in Egypt. It 

also presents the framework employed to investigate and answer the research question. 

Concepts of institutions, institutional reform, and foreign aid are introduced. Finally, the 

chapter concludes with the structural outline for the rest of the thesis.  

Background 

The perception of the role of the state in development has been constantly changing 

over the second half of the 20th Century: from the sole development actor between the 

1940s and 1970s; to a problem where less government was emphasized between the 

1980s and 1990s; and then to a rehabilitated strategic state - as the key provider of core 

public goods and the main actor in poverty reduction - from 1997 onwards (Brinkerhoff, 

2008). In its report on attacking poverty, the Bank concluded that institutional reform of 

the public sector has “great potential to reduce poverty … and essential for effective 

service delivery, especially to poor people” (The World Bank, 2000, p. 85). Likewise, 

Kaufmann, Kraay, and Zoido (1999) found a positive correlation between indicators of 

government effectiveness and development outcomes.  

Hence, by the late 1990s, it had become evident among international development 

practitioners that state capabilities, institutional quality, and governance issues 

constitute major determinants of success or failure in poverty reduction and economic 

development (Acemoglu, Johnson, Robinson, & Thaicharoen, 2003; Corbridge, 2005; 

Joshi & Carter, 2015; Meier, 1993; Schacter, 2000). In his classic book “State 

Building”, Fukuyama (2004, p. 22), highlighted the new conventional wisdom among 

economists and development policy makers which is that state strength, embodied in 
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governance and institutional quality, is a ‘critical variable’ in development. Moreover, 

“institutions matter” and “governance matters” have become the slogans of the Bank 

since the late 1990s (Burki & Perry, 1998; Kaufmann et al., 1999). This evidence has 

led the international development agencies not only to focus their efforts on reforming 

dysfunctional institutions of developing countries but to also make provision of aid 

conditional on recipient countries enacting institutional reforms (Fukuyama, 2004, p. 

36).  

In their book ‘Institutional Reform and Economic Development in Egypt’, Mikawy and 

Handoussa (2002) provided strong evidence that Egypt’s sluggish economic 

development is attributed to a dysfunctional state bureaucracy and non-supportive 

public administration. Likewise, Galal (1995) found that Egypt’s deficient state 

institutions, particularly weak enforcement of contracts and policy uncertainty, did not 

allow the country to reap the benefits of the economic reforms of the 1990s. Hence, it 

became evident that policy changes will not lead to economic growth if not 

accompanied by institutional reforms (Galal, 1995, p. 15; Mikawy & Handoussa, 2002; 

Yousef, 2004, p. 111; Zaki, 2001). 

1.1 Research Question and Framework 

The main research question guiding this thesis is: what explains the success and failure 

of institutional reforms facilitated by the Bank in Egypt? To answer this question, this 

thesis puts forward an exploratory model based on process tracing methodology. The 

model argues that success and failure of the Bank-facilitated reforms depend on the 

dynamics between the Bank’s technical approach and the recipient country’s domestic 

politics, particularly the political survival strategy of the ruling regime. The model is 

composed of four complementing propositions: 

P1) The first proposition suggests that the Bank starts its intervention without 

sufficient understanding of the local political context. 

P2) The second proposition suggests that the Bank employs an isomorphic 

mimicry approach which relies on the adoption of universal best practices that 

are not necessarily compatible with the local context. 
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P3) Outcomes of the Bank-funded reforms are largely shaped by the political 

survival of State incumbents.  

P4) Reforms fail because the Egyptian government implements them as signals 

to enhance legitimacy and maintain the flow of foreign aid. 

This thesis tests the explanatory model and seeks to explore whether it is capable of 

explaining the success and failure of the Bank-funded reforms and if it holds across 

three different sectors: secondary education, higher education, and financial sector.  

1.2 Research Justification  

Reforming governance and institutions is a prerequisite if countries are to pursue and 

sustain development. For this reason, The United Nations’ 2004 Global Monitoring 

Report stressed that reforming institutions could accelerate the achievement of the 

Millennium Development Goals (MDGs). Moreover, there is compelling evidence that 

aid can be used effectively in countries with good policies and institutional 

environments (Bräutigam, 2000). Abuzeid (2009) thus advises that when sound 

operating institutions are absent, aid efforts should be first dedicated to fixing these 

institutions before embarking on development assistance. However, Fukuyama (2004, 

p. 42) argues that the international development community has a good record of 

delivering public services but lacks the knowledge on “how to create self-sustaining 

indigenous institutions”. Booth (2011b), therefore, urges researchers to advise aid 

providers on best approaches to facilitate institutional change, since donors are not 

likely to stop providing aid and the collateral damage of poorly crafted institutional 

interventions is very evident.  

1.3 Significance and Contribution to the Discipline  

Numerous foreign aid and multilateral development agencies have been actively 

working in Egypt for several decades, such as the World Bank, the International 

Monetary Fund (IMF), European Union (EU), Food and Agriculture Organization 

(FAO), United Nations Development Programme (UNDP), World Food Program, and 

the International Fund for Agricultural Development, just to name a few. These 
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multilateral development agencies and others have funded and implemented a 

substantial number of development projects that involved institutional reforms in Egypt. 

Despite the enormous international assistance to facilitate institutional reforms, Egypt 

continues to experience deteriorating institutional quality (Fakher, 2014), a puzzle I am 

seeking to solve. Egypt is still lacking the capacity to execute basic state functions or 

implement the adopted policies (Andrews, Pritchett, & Woolcock, 2017, pp. 14, 25; 

Fukuyama, 2004, p. 9; Singerman, 1995, p. 131; Zimmermann, 2017, p. 2). A wide 

range of public sector institutions are deemed dysfunctional, whether in rural 

development (Shalaby, Al-Zahrani, Baig, Straquadine, & Aldosari, 2011; Soliman, 

2015; Soliman & Gaber, 2010); private sector development (Ibrahim, 2011; Saif & 

Ghoneim, 2013); economic planning and development (Block, 2014; Sakamoto, 2013); 

and higher education (Assaad, Badawy, & Krafft, 2016; OECD & World Bank, 2010; 

Schwab, 2016; Wilkens, 2011). 

The persistence of the long-lasting challenges facing different sectors in Egypt, despite 

substantial international assistance efforts, provides a significant starting point for this 

research. Indeed, the failure to bring about inclusive development or effective service 

delivery highlights the need to examine the institutional underpinnings of development 

in Egypt and the mixed effectiveness of externally facilitated institutional reforms of its 

public sector. This thesis informs us about the local political economy of institutional 

reforms funded by the Bank in Egypt. The findings of this study contribute to research 

efforts on how to improve the effectiveness of the Bank development projects. 

1.4 Why Egypt? 

Egypt is one of the top 10 foreign aid recipients. It has received a substantial amount of 

foreign aid devoted towards development. According to the 2015 United Nations’ 

Millennium Development Goals (MDG) Gap Task Force Report, Egypt was the largest 

recipient of official development assistance (ODA)1 worldwide in 2013, receiving $5.5 

 

1 Official development assistance (ODA) consists of disbursements of loans made on concessional terms 

and grants by official agencies of the members of the Development Assistance Committee (DAC), by 
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billion. However, by different accounts, Egypt’s state institutions remain weak 

(Zimmermann, 2017), inefficient and development-stunting (Block, 2014). This thesis 

seeks to explain the varying and mostly disappointing results of externally facilitated 

institutional reforms in Egypt. It also attempts to explain why Egypt’s public sector 

institutions continue to deteriorate even after foreign aid projects claim to achieve 

satisfactory outcomes. 

What makes this case-study more relevant is the fact that empirical research on foreign 

aid effectiveness tends to rely on cross-country growth regressions, which fail to 

establish causality or “capture the complex mechanisms and processes undergirding aid 

effectiveness” (Quibria, 2014, p. 83). Thus, most of the studies identify factors 

facilitating or constraining reforms only in general terms. According to Landell-Mills, 

Williams, and Duncan (2007, p. 5), “few offer an in-depth analysis of how incentives 

and political processes operate in practice … Unless these incentives are well 

understood, it is hard to identify a suitable target for intervention”. For that reason, 

Quibria (2014, p. 83) suggests that:  

Research needs to focus on why, how and when foreign aid has worked 

in particular societies. Only by finding the mechanisms and processes 

that explain why and how aid works in a particular society will it be 

possible to design and deliver foreign aid effectively.  

It is, therefore, imperative to fully understand how political processes facilitate or 

constrain externally funded reform initiatives and shape their outcomes. Such 

understanding should inform the design and implementation of future aid projects to 

prioritize specific engagement approaches, and hence, deliver aid more effectively.  

Egypt presents a significant case study due to its geopolitical importance, partially 

gained by its epicenter location and role in one of the most problematic and war-torn 

regions in the world, the Middle East and North Africa (MENA) region. This very 

 

multilateral institutions, and by non-DAC countries to promote economic development and welfare in 

countries and territories in the DAC list of ODA recipients. 
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region has been the second biggest recipient region of foreign aid since 1960 (Harrigan 

& El-Said, 2009, p. 11). Egypt is the largest country in the MENA region, with a 

population more than 100 million people. It comes after Nigeria as the second largest 

economy in Africa. Its geographic position at the Mediterranean and between two 

continents (Asia and Africa) gives it a substantial geopolitical status in the Middle East 

and North Africa, Arab world, and the Mediterranean. In December 2010, North Africa 

and the Middle East was shaken by a wave of popular revolutions (the Arab Spring). By 

January 2011, millions of young adults stormed Egypt’s streets calling for change. 

Despite being driven by political, social, and economic grievances, Acemoglu and 

Robinson (2013) emphasize in their book “Why Nations Fail” that poverty was the 

main trigger of these popular uprisings. We are living in a world where negative effects 

of poverty are no longer contained inside the borders of poor countries. The Arab 

revolutions have proven that poverty and lack of effective development are sources of 

destabilization that creates cross-border spillover effects throughout the world, the crisis 

of Syrian refugees is clearly an example. 

Despite its geopolitical significance in one of the most destabilized and problematic 

regions and being one of the largest foreign aid recipients in the world, the Egyptian 

case seems understudied. Little attention has been given by researchers to the impact of 

foreign aid on economic development in Egypt (El Hamid, 2013). Moreover, despite the 

realized significance of strong institutions to development and the huge number of 

initiatives by international financial institutions to reform dysfunctional public sector 

institutions in Egypt in particular, no research has sought to explain the mixed record of 

externally supported institutional reforms in Egypt.  

Today’s state institutions are divided into three branches: legislative (parliament), 

executive (government or public sector) and judicial (courts). In this research, I am 

going to focus on the foreign aid efforts to reform the institutional underpinnings of 

Egypt’s public sector, which is made up of line ministries and central agencies. I 

attempt to explore why institutional reforms facilitated by the Bank tend to yield 

varying results. The resulting inferences of this thesis can be transferrable to other cases 

in similar contexts, such as North Africa, the Middle East or authoritarian states. 
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Moreover, whilst the effectiveness of developmental aid projects receives a great deal 

of analysis, there is little analysis of foreign aid’s impact on institutional reform in 

Egypt. This research attempts to address this gap in the literature. Accordingly, the 

contribution of this research stems from the fact that there is no extensive research 

exploring the impact of foreign aid on institutions in Egypt. This research aspires to 

provide an empirical understanding of the contributing factors to foreign aid’s mixed 

record in assisting Egypt in reforming its dysfunctional institutions. Hence, the results 

of this study should contribute to research efforts aiming at improving the effectiveness 

of foreign aid in facilitating institutional reforms in Egypt and similar aid recipient 

countries. The research should also enable us to fully understand how domestic politics 

affect institutional reforms that are crucial to inclusive development and poverty 

alleviation.  

1.5 Why the World Bank? 

This thesis focuses on the Bank as an external facilitator of institutional reforms for a 

number of reasons: First, the Bank has funded multiple sectoral and institutional 

reforms in Egypt. It also has a long history and experience in introducing institutional 

reforms to developing countries. Second, data availability and accessibility in 

comparison with other foreign aid organizations. The Bank is very well known for the 

extensive documentation of its projects across all project stages of appraisal, 

implementation, and completion. Finally, focusing on a single lender makes the units of 

analysis comparable. 

The Bank is the largest provider of foreign aid for development worldwide and in 

Egypt. Since 1962, the Bank has funded and completed tens of development projects in 

Egypt with total disbursements amounting to $US23 billion dollars (The World Bank, 

2020b). Many of these projects included reforms that aimed at strengthening public 

sector institutions. Such reforms, however, have produced mixed outcomes, a 

phenomenon that is rarely investigated. The purpose of this thesis is to present a model 

capable of explaining the success and failure of the Bank’s interventions in institutional 

reforms.  
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Poverty reduction and building shared prosperity have been cited in the 2015 

Systematic Country Diagnostic (SCD) report as the twin goals motivating the Bank 

assistance efforts in Egypt. Private-sector-led job creation, spatial integration, and 

inclusion are the three main tools to achieve these twin goals (The World Bank, 2015). 

The SCD report identifies three main reform priorities “macroeconomic stabilization, 

continued energy subsidy reform, and improvement in public governance”. In the public 

governance, which is the focus of this research, the report stresses that “increasing the 

accountability, credibility and efficiency of the government through public governance 

reform would enhance the effectiveness of any further policies and keep them from 

being reversed or diluted in the future” (The World Bank, 2015).  

1.6 Definitions and Context 

Institutions and Public Sector Reform 

Max Weber (1946) defines the state as “a human community that successfully claims 

the monopoly of the legitimate use of physical force within a given territory”. 

Fukuyama (2004, p. 7) defines state strength as “the ability of states to plan and execute 

policies and to enforce laws cleanly and transparently – what is now commonly referred 

to as state or institutional capacity”. So what are institutions? Institutions have a wide 

variety of definitions in the literature. Lawrence, Hardy, and Phillips (2002, p. 282) 

define institutions as “widely diffused practices, technologies, or rules that have become 

entrenched in the sense that it is costly to choose other practices, technologies, or rules”.  

Barley and Tolbert (1997) state that institutions are the “shared rules and typifications 

that identify categories of social actors and their appropriate activities or relationships”. 

They also define them as “historical accretions of past practices and understandings that 

set conditions on action (p. 99). Likewise, Goodin (1996, p. 19) refers to institutions as 

“organized patterns of socially constructed norms and roles, and socially prescribed 

behaviors expected of occupants of those roles”. Jepperson (1991, p. 146) too describes 

institutions as “frameworks of programs or rules establishing identities and activity 

scripts for such identities”. They represent social orders or patterns that are enforced, 
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sustained and reproduced over time through socially constructed mechanisms of control 

and routine procedures (p. 145).  

For the purpose of my research, I choose the definition adopted by North (1990) and 

Rutherford (1996). For them, institutions embody formal and informal rules and 

compliance procedures. North defines institutions as “the rules of the game in a society” 

(p. 3). More formally, they are “the humanly devised formal rules (constitutions, laws, 

property rights) and informal constraints (customs, traditions, taboos, and codes of 

conduct) that structure social, political and economic interactions” (North, 1991, p. 97). 

Similarly, Rutherford (1996, p. 182) means by an institution “… a regularity of 

behavior or a rule that is generally accepted by members of a social group, that specifies 

behavior in specific situations, and that is either self-policed or policed by external 

authority”. Institutions are necessary in a human society as “they create order, reduce 

uncertainty in exchange … constrain human behavior … and provide the incentive 

structure of an economy” (p. 97).  

It is important to distinguish here between institutions and organizations. As defined 

earlier, institutions are the rules of the game, whereas organizations are ‘groups of 

individuals bound by a common purpose’ (North, 1990, p. 3). An organization is a 

collection of interacting and interdependent individuals who work toward common 

goals and whose relationships are determined according to a certain structure (Duncan, 

1981). “Organizations are the material expression of institutions … shaped by 

institutions, and in turn shape institutional change” (Joshi & Carter, 2015, p. 4). 

Organizations’ behaviors, practices and procedures are thus framed by their institutional 

environments (Boli & Thomas, 1999; Duncan, 1972). Accordingly, their legitimacy and 

survival are contingent on their compliance with the prevailing norms and values in 

their environments rather than the achievement of efficiency or official goals (Boli & 

Thomas, 1999; Campbell, 2004, p. 18; Meyer & Rowan, 1977).  

Schacter (2000) defines public sector reform as “strengthening the way that the public 

sector is managed”. Reforming the public sector involves institutional reform, which is 

“changing the rules and norms that govern … and shape behavior in organizations, 

rather than the formal organizational structures and processes” (Joshi & Carter, 2015, p. 
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4). Examples of these rules include accountability, inclusiveness, public service pay and 

incentives, participation and representativeness (DFID, 2003b). Institutional reform of 

the public sector is different from organizational change. However, due to the fact that 

institutions are put in place, shaped and changed by people and organizations, 

institutional reform always involves organizational reform.  

Foreign Aid 

The Development Assistance Committee (DAC) of the Organization for Economic Co-

operation and Development (OECD) defines “official development assistance” (ODA) 

as “assistance provided by official agencies and that is administered with the promotion 

of the economic development and welfare of the developing countries as its main 

objective”. It is “concessional in character and conveys a grant element of at least 25 

percent (calculated at a rate of 10 per cent)” (OECD, 2016). Thus, ODA includes aid 

from all sources, such as grants, loans, and technical assistance programs provided by 

different bilateral and multilateral sources for the purpose of promoting economic 

development and welfare of the recipient countries (Trumbull & Wall, 1994, p. 876). 

Over the 2008-2013 period, roughly 25% of aid flows were multilateral, while the rest 

is disbursed bilaterally (Gulrajani, 2016).  

The main focus of my research is multilateral development aid, and the Bank 

development projects in particular. A multilateral organization is defined as “an 

international organization whose membership is made up of member governments, who 

collectively govern the organization and are its primary source of funds” (OECD, 

2010). The main reason for focusing on multilateral aid in this research is the fact that it 

is generally seen as a less political form of aid than bilateral aid (Gulrajani, 2016, p. 10). 

According to the OECD (2015a) multilateral organizations are “politically neutral 

conveners of global partnerships, vehicles for upstream pooling of resources, facilitators 

for multi-stakeholder cross-border operations, and setters of global standards and 

norms”. Multilateral aid is geared towards fostering development in the recipient 

countries rather than strategic and commercial interests of a single bilateral donor 

country (Aidwatch, 2010).  
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1.7 Thesis Organization 

This thesis is composed of nine chapters (see Figure 1.1) and organized as follows: 

Chapter one includes background, the research question, framework, and importance of 

the study. Chapter two comprises the country context. Chapter three reviews the 

existing body of literature on foreign aid effectiveness and summarizes existing 

explanations for Egypt’s mixed performance record regarding foreign aid. Chapter four 

covers the research design and methodology, and the explanatory model. Chapter five 

presents backgrounds on the three sectors and reform interventions covered in this 

thesis. Chapters six, seven, and eight cover the three sectors as follows: chapter six 

studies the Secondary Education Enhancement Project; chapter seven explores the 

Higher Education Enhancement Project; and chapter eight investigates the Financial 

Development Sector. Finally, results from the three units of analyses are contrasted in 

chapter nine. This chapter compares the findings across the three within-cases to find 

what evidence supports the explanatory model, or provides new insights and 

explanations. In this final chapter, I conclude with factors that are most likely 

contributing to the divergent outcomes of the World Bank-funded reforms in Egypt. 
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Chapter 2: An Overview of Political, Socio-economic 

Conditions in Egypt 

Introduction  

Before discussing foreign aid and its mixed performance in facilitating institutional 

reforms in Egypt, this chapter puts things into country context to understand its political 

economy. According to the The World Bank (2008c), political economy explains how 

stakeholders or interest groups use their power to advance the political benefits or 

economic interests, and thus, how actors may influence the formulation and 

implementation of policy making and institutional reforms. 

There is an increasing recognition in the foreign aid community of the significant role 

of politics in economic development, policy making, and institutional reforms 

(Edelmann, 2009; Hydén, 2008; Landell-Mills et al., 2007; Unsworth, 2009). Long 

before them, Morgenthau (1962) suggested that “the formulation and overall execution 

of foreign aid policy is a political function. It is the province of the political expert.” In 

its White Paper on International Development, the UK’s Department of International 

Development concluded that: “This is about politics. Politics determines how resources 

are used and policies are made. And politics determines who benefits. In short, good 

governance is about good politics” (DFID, 2006, p. 23).   

The role of politics is not limited to in-country development processes. Politics play a 

significant role in development cooperation between international aid organizations and 

recipient countries. Warrener (2004, p. iii) points out that “all donor interventions are 

political and inevitably interact and influence the political context of the country”. 

Therefore, Edelmann (2009, p. 7) concludes: “development cooperation is increasingly 

seen as an inherently political activity”. This recognition of the role of politics in pro-

development reforms has led foreign aid providers to employ political economy 

analyses to explain politics of resistance, identify risks of failure, and better guide their 

interventions to improve aid effectiveness (Hughes & Hutchison, 2012; Unsworth, 

2009).  
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Accordingly, this chapter outlines Egypt’s political economy in terms of its power 

structure and distribution, political system, and the state-society relationship. It details 

demographics, economic conditions, poverty, and development. Finally, I provide a 

brief overview on the history of the public service and its deterioration. As such, this 

chapter forms the basis for subsequent chapters that test my argument and explanatory 

model that seek to explain the varied outcomes of institutional reforms facilitated by the 

Bank in Egypt. As established above, knowing the political context is crucial to 

understand the role of domestic politics in the success and failure of reforms, including 

those externally facilitated. 

2.1 Power Structure and Political System 

The Military  

Egypt gained its independence from the British Empire in 1922. In 1952, the military 

overthrew the king and seized power through a coup led by Nasser and his fellow Free 

Officers and declared Egypt a republic. Except for a short break between 2012 and 

2013, Egypt has been under a military rule since the 1952 coup. Hence, the character of 

the Egyptian state can be described as a “military-dominated state” (Cook, 2007, p. 15). 

Up until 2013, the Egyptian military sought “to rule but not to govern” (ibid., p. ix). 

This strategy allowed the military to stay away from direct involvement in the day-to-

day administration of the state. It also served the military by directing any public 

dissatisfaction with the political or economic situation at the civilian government (ibid., 

p. 77).  

Since 1952, the military has continued to reinforce institutional arrangements that 

maintain its dominance and avoid civilian control (ibid., p. 8). Through “multi-layered 

institutional settings” (ibid., p. 2), the military has been able to maintain its control of 

political life in Egypt, while avoiding accountability to citizens. According to Cook 

(2007, p. 6), the military designed state institutions not to secure efficient governance, 

but rather to maintain the power, status, and distributional advantage of the ruling elites 

and their supporters.  
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Such a strategy, however, is abandoned in times of crisis, i.e., when the military rule is 

threatened. In periods of crisis, army generals remove democratic façades and assert 

themselves as the true rulers of the state (ibid., p. 15). This occurred during and after the 

2011 popular uprising (Goldberg, 2011), which culminated by restoring direct military 

control in July 2013 (Springborg, 2018, p. 5). After the 2013 coup, open military 

dominance over state institutions and direct involvement in public administration 

became the new norm for Egypt’s military (Aziz, 2017; Springborg, 2018, p. 24).   

Three core interests drive the military to maintain its dominance over state institutions 

(Cook, 2007, p. 18). First, economic interests: Despite its rhetoric stressing the 

willingness to achieve economic development, the behavior of the military has 

demonstrated that realizing financial gains to the officers or their establishment remains 

more important than economic development of the state (ibid., p. 19). Since Mubarak’s 

era, the army has managed to expand its economic empire. The revenues of its 

enterprises are geared towards creating a patronage network inside the army to buy the 

allegiance of senior officers. For the same reason, the military refuses calls for civilian 

monitoring over its budget and procurement policies, which would have stripped the 

military of its economic leverage and dried up the sources of its patronage network 

(Henry & Springborg, 2011).  

Today, the military is considered the biggest single economic entity in the Egyptian 

state. Its portfolio expands across a wide range of industrial and commercial sectors 

from military equipment to consumer goods and services, including supermarkets and 

real-estate (Malsin, 2018). Even when the state shifted from state-led economic 

development to market policies and embarked on structural adjustment program in the 

1990s, the military ensured that its enterprises were excluded from the privatization 

program.  

Second, domestic security and foreign policy: To ensure public order is maintained and 

any dissent quashed, the Egyptian military has a special police unit responsible for 

security of state institutions and infrastructure facilities as well as surveillance of 

society. On the international level, the military has exclusive control over foreign 

affairs. This interest is tied to the economic benefits to the military from the foreign aid 
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it receives from the United States, which was a price for the peace treaty with Israel 

despite domestic opposition.  

Third, state and political apparatus: To maintain the status quo, the military together 

with its civilian allies have created democratic facades. The military has deployed 

various means of control for these institutions to remain disempowered (ibid., p. 19). 

This includes restrictive election laws, poll rigging, and authorizing the President to 

appoint members in the parliament. The vast majority of Egypt’s 27 governorates are 

headed by either senior-ranking military or police officers.  

The Executive Branch  

The character of the power structure in Egypt can be described as “an executive-based 

power structure” (Mikawy & Handoussa, 2002, p. 26). This executive system is 

composed of the presidency and the cabinet. 

The Presidency 

The system of government in Egypt is presidential. In this structure, the constitution 

establishes the President as “the undisputed principal actor in Egyptian politics” (Cook, 

2007, p. 63). In Egypt’s presidential system, the executive and legislative privileges 

overlap, where the President has almost “unlimited right to rule by decree” (Albrecht, 

2008, p. 23). Moreover, different state structures, such as the judiciary, parliament, and 

police have been modified frequently since the 1950s to ensure the dominance of the 

presidency (Hansen, 2015, p. 4), and that all organs of the state are working in the favor 

of the President (Ayubi, 1989, p. 1). 

Mikawy and Handoussa (2002, p. 26) summarize the President’s authorities as follows: 

The President appoints and dismisses cabinet ministers and prime 

ministers. He dissolves parliament if it blocks legislati on or is in 

disagreement with the cabinet and subsequently fails to win 

referendum vote in its favor. He convenes and terminates 

parliamentary sessions, as well as legislates during parliamentary 

recess or in emergency cases. He appoints local governors …  
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Egypt’s President has numerous posts and titles. He is the President of several higher 

councils, including: The Higher Council for Investment, the Higher Council for 

Tourism, and the Higher Council for Payments. In 2015, four other specialized councils 

were established as direct affiliates to the President: The Specialized Council for 

Community Development, the Specialized Council for Education and Scientific 

Research, the Specialized Council for Economic Development, and the Specialized 

Council for Foreign Policy and National Security. Other vital governmental institutions 

affiliated to the presidency include, the Central Auditing Agency, and the Central 

Agency and for Public Mobilization and Statistics - which is Egypt’s official data bank 

and has always been headed by ex-army generals since its establishment. These 

privileges of the executive branch of the state, namely the President, have made it the 

most dominant power in Egypt’s political system.  

Whilst the President is a fellow military officer, the relationship between the presidency 

and the military is not straightforward. The latter remains a “perennial if intermittent 

challenger to the presidential rule” (Springborg, 2018, p. 1). To secure the presidency 

against the challenge posed by the military, coups in particular, the military has to 

remain depoliticized. Two patronage mechanisms are employed to earn the loyalty and 

political quiescence of the military elites. First, through disseminating cash payments - 

generated from the military’s economic activities - to those officers on active duty. 

Second, to offer retired military officers and generals second careers, either in civil 

administration as governors and deputy governors, or as managers in the army’s 

corporations. According to Sayigh (2012), since the 1990s, between 50 to 80 percent of 

governors were coming from a military background. Thus, preserving the personal 

economic interests of the army’s leaders has been the hallmark characterizes the civil-

military relationship (Nassif, 2013, p. 511).  

The Cabinet 

Egypt has one of the oldest centralized governments in the world (Springborg, 2018, p. 

5). While the President, together with affiliated aiding councils, determines the course 

of policies pursued by the state, the cabinet is responsible for putting these policies into 

effect. Policies are activated through ministerial decrees, issued by either the prime 
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minister, respective ministers, or both in a descending order. The cabinet includes 

twenty seven ministers2 headed by a Prime Minister. It is mainly composed of 

technocrats from civil background or ex-military generals. The Prime Minister 

generally selects ministers. The President, however, reserves the right to nominate the 

so-called sovereign miniseries, including ministries of defense, foreign affairs, interior, 

and information.  

The Legislature - Parliament 

Egypt’s current parliament (The People’s Assembly) includes a minimum of 450 

elected members. It has been structured to be depoliticized and weak, where two thirds 

of the seats are reserved to individual candidates who do not affiliate to any political 

party. The remaining one third was left for the small fragmented political parties. Such a 

structure means that no single political party can win the elections and form a majority 

inside the parliament (Aziz, 2017). Thus, an effective opposition bloc can never be 

formed to challenge the policies of the state executives under the parliament’s ceiling. 

The parliament’s composition also confirms that the establishment of the parliament as 

a representative structure is nothing but a “democratic facade” (Cook, 2007, p. ix), 

where elections and representation inside the parliament are controlled by the regime 

(Albrecht, 2008, p. 26).  

In fact, parliamentary elections serve the state renewing its “channels of clientelist 

inclusion” and patronage for both voters and candidates (Koehler, 2008, p. 974). 

Parliamentarians use their positions for rent-seeking while being protected by their 

constitutionally granted immunity from criminal prosecution. Parliamentarians exploit 

their status and access to government agencies and decision makers to extract personal 

financial benefits such as “to expediently obtain licenses, permits, and public contracts 

for themselves and their constituents” (Aziz, 2017, p. 2). Almost one fifth of 

parliamentarians are retired army and police officers who are known for their 

unquestionable loyalty to the regime. 

 

2 The number of ministries fluctuates frequently based on the regime priorities and policies. 
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Despite the fact that parliament is constitutionally mandated with three functions: 

ratification of state policies, control, and legislation, its actual mission is to promote 

“the policy orientations of the executive” (Mikawy & Handoussa, 2002, p. 26). 

Therefore, the policymaking process inside the parliament is of limited significance due 

to its weakness vis-à-vis the government (ibid., p. 15). Likewise, the parliament is 

vested with the mandate to monitor the activities of the executive, however, an effective 

oversight has rarely been practiced (Cook, 2007, p. 74). For example, interpellation of 

the government ministers is usually exercised by the opposition, which is a powerless 

minority inside the parliament. Thus, interpellation always turns into a mere discussion 

with government officials (Mikawy & Handoussa, 2002, p. 27). In addition, the fact that 

the executive can appoint members of the parliament has made many parliamentarians 

“more accountable to the executive than to their constituencies” (Shehab, 2000).  

In the case of its legislative function, parliament is not effective either. Another major 

factor contributing to the weakness of the parliament in the legislation making process 

is the lack of strong information base (Mikawy & Handoussa, 2002, p. 47). When it 

comes to information gathering, parliamentarians rely on media instead of research and 

expert knowledge. This, according to Wahby (1996), has made the parliament an 

opinion forum rather than a legislative house. The weakness of the parliament’s 

information base can be attributed to the lack of skills and resources allocated to 

information gathering and fact finding (Mikawy & Handoussa, 2002, p. 49). More 

importantly, the dominance of the executive leaves the parliament unequipped with the 

information necessary to perform effective oversight on government activities or review 

proposed legislations and policies (ibid.). 

The Judicial Branch  

The Judicial system in Egypt is based on three pillars: Islamic Sharia law, English 

common law, and the Napoleonic codes (Beschel Jr & Ahern, 2012). The Constitutional 

court is the highest judicial body which reviews the constitutionality of laws and 

regulations. There is also the Council of the State which reviews and validates the 

administrative decrees issued by the governmental agencies. Similar to many 

authoritarian states, the judiciary in Egypt is far from independent. Many Egyptians see 
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the judiciary as a ‘pawn’ used by the authoritarian leader to restrict political 

participation and stabilize the regime. The President has the right to appoint and fire 

judges in the highest courts, including the Supreme Judicial Council. Just as with the 

legislative branch, the military succeeded in co-opting the judiciary to legitimatize its 

control and practices (Aziz, 2017). Indeed, the judiciary was part of the deep state that 

undermined the nascent democratic experience and brought down any meaningful 

change in state governance after the popular uprising in 2011 (Aziz, 2014). Despite the 

fact that the judiciary has striven to maintain its autonomy from the influence of the 

executive (Cook, 2007, p. 74), such independence has boundaries, which is not to 

compromise the power structure inside the state (Moustafa, 2007, p. 15). Those judges 

who exceed these limits are subject to executive retaliation (Brownlee, 2010). 

2.2 Society/State Relations and Interest Representation 

To understand how the Egyptian State functions and what determines the kind of 

interaction between the state and society, it is essential to identify the composition and 

nature of each. Four main features can describe the character of the Egyptian State: 

First, authoritarianism, where the state strives to preserve its dominance and control 

over all aspects of life in the Egyptian society. The State seeks to continue playing a 

supreme and paternalistic role in planning, modernization, and economic development 

(Ayubi, 1996; El-Sherif, 2014, p. 6; Mikawy & Handoussa, 2002, p. 25). This 

authoritarian state will not hesitate to deploy repression whenever deemed necessary 

(Albrecht, 2008, p. 28). That is, when any threat challenges the status quo.  

Second, clientelism3 represents the mode of governance in Egypt (Kassem, 2004, p. 12). 

To preserve its hegemony, the state employs clientelism as part of its political system to 

subdue different segments of society (Hansen, 2015, p. 4; Soliman, 2011, p. 169). To do 

 

3 Scott (1972, p. 92) explains clientalism as follows: “The patron-client relationship-an exchange 

relationship between roles-may be defined as a special case of dyadic (two-person) ties involving a 

largely instrumental friendship in which an individual of higher socioeconomic status (patron) uses his 

own influence and resources to provide protection or benefits, or both, for a person of lower status (client) 

who, for his part, reciprocates by offering general support and assistance, including personal services, to 

the patron”. 
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so, the state binds these groups’ access to welfare benefits to the prosperity of the state 

(Ayubi, 1996, p. 33). Accordingly, the combination of repressive and clientelist 

approaches, or stick and carrot, represents the main means by which the state 

perpetuates its dominance and induces compliance. Third, rentierism, El Beblawi 

(2008) and Fuinhas and Marques (2013) correctly describe Egypt as a semi-rentier 

economy, where the state seeks to maintain its control over numerous sources of rentier 

revenues, such as the Suez Canal, hydrocarbons, remittances of expatriates, and foreign 

aid (El Beblawi, 2008). Access to rentier income is critical for the regime survival as it 

allows the state to continue the provision of clientalistic benefits to citizens (Soliman, 

2011, p. 27). 

Fourth, neo-patrimonialism – or modern patrimonialism - can best describe the specific 

type of authoritarianism prevalent in Egypt, which is personalized authoritarianism 

(Albrecht, 2008). Patrimonialism as a form of domination was first defined by Max 

Weber when “obedience is owed not to enacted rules but to the person who occupies a 

position of authority” (Roth & Wittich, 1978, p. 227). Modern patrimonialism, on the 

other hand, is defined as a “mix of patrimonial and legal-rational rule” (Erdmann & 

Engel, 2006, p. 22). 

In this personalist-authoritarian political system, relationships between elites are 

characterized by “personal interactions between individuals” rather than formal rules 

and institutions (Albrecht, 2008). This does not mean formal rules do not exist. Neo-

patrimonialism combines both: patrimonialism and legal-rational bureaucracy (Bøås, 

2001, p. 700). In other words, patrimonial informal rules that are based on personal 

relations and loyalty coexist with formal rules of the bureaucracy. However, informal 

rules penetrate, erode, and take over formal mechanisms (Albrecht, 2008, p. 23). 

Erdmann and Engel (2006, p. 18) put it precisely, “informal politics invade formal 

institutions”. Neo-patrimonialism constitutes the very essence of “patron-client 

networks” since it is built on “vertical distribution of resources” (Francisco, 2010). In 

patronage, everyone in the political system owes their positions to the personal ruler at 

whom the boundaries between the public and private domains disappear (Albrecht, 

2008, p. 26; O’Neil, 2007, p. 9). Hence, rent seeking is a characteristic of the neo-

patrimonialism because those close to the ruling class can gain access to state assets 
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below fair market prices or supply to the government above the market prices. Neo-

patrimonialism, therefore, weakens state capacity, causes inefficiency, and hinders 

economic development (Erdmann & Engel, 2006, p. 26; Médard, 1982). 

The Egyptian society, on the other hand, can be described as a hydraulic4 society that is 

composed of “passive, God-and ruler-fearing masses” (Zayed, 1990). Personal 

connections and familial ties play a significant role in determining the hierarchical 

structures and ranking within the society. In a political system established on personal 

loyalty, informal rules instead of formal mechanisms shape the interactions between the 

state and society (Albrecht, 2008, p. 21). “Wasta” - or third part mediation - represents 

the main channel of mediation between the society and the state. It is the “hidden force 

of society” (Cunningham & Sarayrah, 1993). Individual Egyptians use their familial ties 

and personal connections with officials to get things done. It is a form of nepotism, 

where ‘who you know’ rather than merit determines two things: a) the form of 

transactions between individuals and state bureaucracy; b) the benefits someone can get 

from the state such as employment, access to resources, and contracts. In 2014, 67% of 

Egyptians thought Wasta is indispensable for someone to get a job  (Teti, Abbott, & 

Cavatorta, 2018, p. 112). Such informal mechanisms - that are based on kinship and 

family backgrounds - contribute to a significant inequality of opportunity in Egypt’s 

labor market (Krafft & Assaad, 2016). 

The relationship between the Egyptian state and society has evolved over time. Under 

Nasser and Sadat to a lesser extent, such relationship was described by many accounts 

as ‘state corporatism5” (Aidi, 2008, p. 15; Bishara, 2013; Mikawy & Handoussa, 2002, 

p. 14; Ryan, 2001). In this form of state-society dynamics, the state organizes society 

into “industrial and professional “corporations” with the expressed intention for the 

latter to be subordinated to the state” (HO, 2016, p. 1). Philippe Schmitter defines state 

 

4 A hydraulic society is an agrarian community that depends on large-scale irrigation. According to 

(Wittfogel & Goldfrank, 1943), such societies tend to produce authoritative political systems and highly 

centralized states. 
5 Other accounts, though, classified such state-society interaction as a form of “populist corporatism” 

(Ayubi, 1996; Bianchi, 1989).  
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corporatism as a “system of interest representation”, in which constituents are grouped 

into categorical associations, mainly created by the state. These organizations are 

granted the sole right - monopoly - to represent their respective category. In return, they 

relinquish the right to select their leaders or articulate their demands (Schmitter, 1974, 

p. 93). 

Since the 1970s, during Sadat’s era, the dynamics of this relationship have transformed 

as the state was pursuing neo-liberal economic policies (Ates, 2005). This shift was 

further advanced in 1991 by the structural adjustment reforms and privatization of state 

owned enterprises conditioned by the loans of the IMF and the Bank (Dorraj, 2017). 

Thus, the state became more accepting of individual interests, but without promoting 

political freedom (Mikawy & Handoussa, 2002, p. 24). Nevertheless, such 

transformation was not complete nor clear. The state transformed into a hybrid system 

of interest representation (Bianchi, 1989). 

The gradual transition from state-led economy that started in 1991 was expedited after 

2004 with financial and technical assistance from the Bank. These neoliberal market 

policies gave rise to a new powerful class of business elites. Towards the end of 

Mubarak’s era, the cabinet and parliament became increasingly dominated by 

businessmen. For example, the percentage of parliamentary businessmen rose from 12 

percent in 1995 to 22 percent in 2005. In 2006, the cabinet included six ministers from 

the business class (El Tarouty, 2014, p. 1). The so-called ‘business lobby’, however, did 

not have considerable impact inside the parliament (Mikawy & Handoussa, 2002, p. 

xiii). This could be attributed to the fact that businessmen who were involved in politics 

were not representing interests of the business community but themselves. Such 

relationships between the business class and the regime was nothing but a form of 

patron-client relationship (El-Sherif, 2014, p. 28). In this clientelist dynamic, clients 

(businessmen) provided political and personal support to the patron (the regime), and in 

return they received differential access to state resource and became increasingly 

wealthy (El Tarouty, 2014, pp. 116, 135). 

Although the state experienced the emergence of new interest groups, such as business 

associations and non-governmental organizations (NGOs) (Mikawy & Handoussa, 
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2002, p. 14), corporatist state entities – “that monopolized interest representation on 

behalf of labor and business—such as the Egyptian Trade Union Federation and the 

Federation of Egyptian Industries” remained intact (Adly, 2016, p. 4). Furthermore, 

these civil society organizations are, by no means, independent from the state (El-

Sherif, 2014, p. 6; Elyachar, 2002, p. 513). The authoritarian state perceives a strong 

civil society as a threat to its domination. Consequently, the regime employed different 

tactics to prevent the NGO sector from gaining momentum and becoming an “effective 

opposition bloc” (Herrold & Atia, 2016, p. 389).  

The government uses three main strategies to weaken the NGO sector: legislation, 

repression, and cooptation (Abdelrahman, 2004, p. 120). First, official mechanisms and 

regulations that create a heavily bureaucratic environment that is too rigid for the NGOs 

to operate (Kassem, 2004). Second, repression through informal control and 

intimidation by the state security apparatus (Herrold & Atia, 2016, p. 389). Third, 

cooptation, where the regime leans towards its favorite approach, corporatism. This 

policy allows the state to utilize the resources of the NGOs to consolidate its control and 

serve its interests (Abdelrahman, 2004, p. 120). These strategies succeeded in 

debilitating the civil society organizations and limited their ability to influence the 

public, give voice to people, or become agents of change. The final outcome are 

ineffective competing NGOs that are actually a “tool of the state” (Herrold & Atia, 

2016, p. 391). 

The restriction of individual political liberties by Egypt’s authoritarian regime has 

resulted in inherently weak interest groups, civil society organizations, and political 

parties. This has exacerbated the weakness of interest representation to influence the 

policymaking process (Mikawy & Handoussa, 2002, p. 15). Lack of trust in state 

institutions and parliamentary members representing peoples’ interests have caused a 

disbelief in the utility or feasibility of collective actions. Thus, “each is out to maximize 

personal interest or find individualistic solutions” (ibid., p.24). Individual Egyptians and 

entrepreneurs, therefore, rely on family ties and personal patronage in lobbying the 

executive, the actual policymaker, rather than the collective and organized interest 

groups (Mikawy & Handoussa, 2002; Vitalis & Tignor, 1997). In other words, politics 
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of patronage and favoritism represent the “core fabrics of state-society relations” 

(Albrecht, 2008, p. 21). 

2.2.1.1 Demographics  

According to the December 2017 census of the Central Agency for Public Mobilization 

and Statistics, the population of Egypt is standing currently at 96.5 million, which 

means it has more than quadrupled since 1950 where the population was only 21.5 

million. Moreover, Egypt is a young population country with a median age of twenty-

four (LaGraffe, 2012, p. 73). In addition, one third (34.2 percent) of the population is 

under the age of 15 years. Plus, one fourth of the (26.8 percent of the population are 

between the ages of 15 and 29. Thus, the proportion of Egypt’s youth accounts for 65 

percent of the population, which is one of the highest in the Middle Eastern region 

(Goldstone, 2011, p. 12).  

2.2.1.2 Unemployment 

According to a 2016 Bank’s report, 40% of those aged between 15 and 29 are 

considered “NEET”—Not in Employment, Education or Training” (Dietrich, 

Elshawarby, & Lechtenfeld, 2016). Surprisingly, unemployment levels among those 

with higher education is much worse (Assaad & Krafft, 2016, p. 11; LaGraffe, 2012), 

where 43.8% and 38.4% of the unemployed are graduates of university education and 

technical vocational training, respectively (Barsoum, Ramadan, & Mostafa, 2014; 

Dietrich et al., 2016). Living in rural Egypt doubles the risk of being NEET (Teti et al., 

2018, p. 106). Seven million of the 28 million labor force are employed in the public 

sector, which is equivalent to one quarter of the country’s total non-agricultural labor 

force (Springborg, 2018, p. 15). Such high unemployment levels, coupled with 

unprecedented astronomical inflation rates, have secured Egypt’s second position in the 

World’s most miserable economies of 2017, according to Bloomberg’s Misery Index 

(Bloomberg, 2018).  

The country’s demographic structure, and high youth percentage in particular, increases 

the unemployment levels with the influx of youth into the job market. Every year, 

approximately 850,000 young Egyptians enter the labor market (Ghanem, 2014a). Most 

of the new entrants to the job market (almost %75) end up in the informal sector 
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(Springborg, 2018, p. 16), with wages as low as $3.70 per day (Ghanem, 2013). 

Therefore, Assad and Barsoum (2007a, p. 5) point out that: 

Youth continues to be a most disadvantaged group in terms of higher 

rates of unemployment, lower earnings and limited job security and 

stability, with the majority of new entrants finding jobs within the 

informal economy. 

According to a 2012 survey, about one third of the labor force was employed as 

irregular or informal workers (Amin, 2014), which is triple the number of those 

formally employed by the private sector (Springborg, 2018, p. 16). 

2.2.1.3 Poverty and Inequality  

Unemployment exacerbates poverty, especially when accompanied by high inflation 

rates and price hikes of key necessities (LaGraffe, 2012). The intersection of these 

variables has increased the number of people falling under the poverty line, where 56 

percent of Egypt’s population live on less than $4 per day (Ghanem, 2013). From 2000 

to 2005 the percentage of poor people in Egypt increased from 16.7 to 19.6, according 

to the Bank’s assistance evaluation report (Arslan, 2009a). By 2010 the number of 

Egyptian poor rose from 60 million to 63 million (Ghanem, 2013, 2014a), with the 

highest levels of poverty concentrated in Upper Egypt – the south (Arslan, 2009a). 

Moreover, the number of people living under $1 was estimated at 18 million in 2016 

(Springborg, 2018, p. 15).  

The magnitude of economic inequality amongst Egyptians is contested in the literature. 

According to a recent study by the Bank on inequality in Egypt, income distribution can 

be considered egalitarian since the late 1950s, thanks to the socialist redistribution 

policies embraced by the Nasser regime (Verme et al., 2014). Likewise, Hassine (2015); 

Ianchovichina, Mottaghi, and Devarajan (2015) found that income inequality has 

decreased in Egypt6.  

 

6 They argued though that wealth inequality may have been greater, which is difficult to measure. 
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On the other hand, Dang and Ianchovichina (2018) established that the middle class has 

shrunk in Egypt to the extent that it only accounts for almost 10% of the population. 

The growth of Egypt’s middle class has slowed down (Ghanem, 2014a) - contrary to the 

expansion trend in other emerging economies (Springborg, 2018, p. 15). Egypt was one 

of only two countries in which the percentage of the middle class fell in the first decade 

of the century (Dang & Ianchovichina, 2018). Abu-Ismail (2014) demonstrates that 

Egypt was the only country in the Arab world in which the middle class has decreased 

by almost one third between 2000 and 2010. During the 2000s, poverty increased, the 

lower income segment increased, while middle and top-income segments withered 

away ((Dang & Ianchovichina, 2018, p. 18). 

Yet, inequality remains one of the major challenges facing the country even after 

improving the economic growth rates, as a result of the 2004 economic reforms 

facilitated by the Bank (Arslan, 2009a, p. ix). Salehi-Isfahani, Hassine, and Assaad 

(2014) note that inequality of opportunity contributes to the significant levels of 

inequality in educational achievements in the MENA region. Moreover, Ghanem 

(2014a, p. 11) states that: “economic growth was not leading to the rapid development 

of a middle class, youth felt excluded and rural areas (especially in Upper Egypt) were 

left behind.” 

Steep inequality does exist at the spatial level (Boutayeb & Helmert, 2011), manifested 

in a large gap between the north and the south, and between urban and rural areas 

(Hassine, 2015, p. 17; Ianchovichina et al., 2015). For example, the average per capita 

income of urban inhabitants is 67 percent higher than that of rural dwellers (Verme et 

al., 2014, p. 41). Furthermore, 83 percent of the country’s extremely poor and 67 

percent of the poor people live in Upper Egypt (Ghanem, 2014a). Inequality is more 

pronounced when the spatial and gender factors combine, with females living in Upper 

Egypt being the most disadvantaged group in the country (Assad & Barsoum, 2007a).  

Rural communities in Egypt continue to face long-standing development challenges, 

such as: extreme poverty – where rural poverty is three times higher than urban poverty 

(Ghanem, 2014b). Surprisingly, between 2005 and 2010, poverty rate in rural areas 

went from 26.8 to 32.7 percent and from 39.1 to 50 percent in rural Upper Egypt (The 
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World Bank, 2015). Rural areas continue to encounter major challenges as follows: 

Rural high unemployment rates and lack of diversified non-farm income opportunities, 

where farming constitutes 63 percent of rural employment and 40 percent of the rural 

income (Assad & Barsoum, 2007b; Shalaby et al., 2011; The World Bank, 2006c); low 

governmental investments in social and physical infrastructure (Ghanem, 2014b; 

Kruseman & Vullings, 2007); lack of access to a number of basic services, and 

deteriorated health and sanitation infrastructure (Ghanem, 2014b; The World Bank, 

2015); landlessness, land fragmentation and constant shrinkage of the arable lands 

(Seyam & El-Bilassi, 1995; Shalaby et al., 2011; The World Bank, 2015); unequal 

distribution of lands, insecure land tenure and property rights, poor management of 

“common-pool resources”, and institutional conflict among public agencies over 

developmental aspects (Kruseman & Vullings, 2007); limited access to financial 

resources and information, and missing or imperfect markets (IFAD, 2008); and non-

functional farmers’ organizations (Goueli & El Miniawy, 1993; Mohamed, 2004). 

Faced with these issues, rural communities in Egypt are left vulnerable and 

marginalized. 

2.2.1.4 Education 

The right to education is constitutionally guaranteed for all Egyptians. However, despite 

the success in expanding student access to education and student enrollments, quality of 

education remains one of the lowest worldwide (Assaad & Krafft, 2015; Galal, 2002). 

According to the 2017-2018 Global Competitiveness Index, the country scores among 

the very lowest when it comes to quality of basic education (133rd out of 137 

countries). Higher education is not any better, where Egypt is ranked 130th out of 137 

in terms of quality of education systems. The inadequately educated workforce remains 

one of the major factors impeding investments in Egypt (Schwab & Sala-i-Martin, 

2017). Many researchers attribute high unemployment numbers among the educated 

population to the poor education systems (Barsoum et al., 2014; Goldstone, 2011). Both 

higher education and vocational training institutions fail to equip graduates with the 

right skills needed in the job market (Assaad, Krafft, & Salehi-Isfahani, 2017; Galal, 

2002).  
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Many attribute the failure of the education sector in Egypt to the unequal government 

spending across different levels of education, favoring higher education over basic 

education (Assaad & Krafft, 2015; Galal, 2002), and the non-technical secondary 

education over vocational training (Loveluck, 2012b). Other factors include: over-

centralization, outdated teaching methods, and negative attitudes towards technical 

education (Assaad & Krafft, 2015; Loveluck, 2012b). 

2.2.2 Public Sector Institutions7 

Springborg (2018, p. 21) points out that until 1952 Egypt enjoyed better state 

institutions in comparison with its peers in third world countries. Thus, the deterioration 

of Egypt’s public sector institutions can be traced to the 1950s. After seizing power in 

1952, the military relied on a distributive strategy to cultivate public support amongst 

the lower and middle classes of the population (Zimmermann, 2017). The regime 

stripped people of their political rights in exchange for subsidized basic necessities 

(Ates, 2005), including employment (Assaad & Krafft, 2016, p. 18). Using the public 

sector as a “source of patronage”, the regime offered guaranteed employment for high 

school and college graduates (Aidi, 2008, p. 3). In 1961, the number of public 

employees had more than tripled, reaching 1.5 million people (ibid.). 

By 1980, the number of civil servants continued to grow exponentially, reaching 2.3 

million. On top of that, state owned enterprises (SOEs) were employing over 1.2 million 

workers (Zimmermann, 2017, pp. 168, 171). Over the years, the state administrative 

body had expanded exponentially. Out of 12 million employed Egyptians, there was 4.2 

million civil servants and 1.3 million labor at the SOEs, representing 21 percent and 11 

percent of the labor force, respectively (Aidi, 2008, p. 4). Egypt’s public sector is, thus, 

riddled with underpaid low skilled workers, who in turn are unmotivated to perform 

(Zimmermann, 2017, p. 177).  

Such bureaucratic inflation across public sector institutions was also disproportionate. 

As Nazih Ayubi puts it: “there is too much government where it is least needed, and too 

 

7 Public sector here refers to both civil administration/bureaucracy and public sector enterprises. 
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little government where it is needed most” (Ayubi, 1982; 1989, p. 2). Public 

universities, for example, experienced a decline in education quality due to an 

exploding student population, who were promised public employment, while 

universities remained understaffed ((Zimmermann, 2017, p. 171). 

Furthermore, Nasser’s military regime sought to consolidate power through 

undermining the autonomy of the judicial institutions. In particular, the regime 

restricted the power of the administrative courts to review administrative regulations 

and legislations issued by the executive. Such dominance of the executive branch was a 

self-inflected problem. It has not only weakened the judicial branch but also the 

executive institutions themselves. The state reduced its own capacity to monitor the 

performance of its inflated civil service. Expectedly, this has resulted in the spread of 

corruption throughout Egypt’s public sector and abuse of power by administrators 

(Moustafa, 2007, p. 5). Eventually, the unrestricted powers of the executive, 

nationalization of private assets, and inconsistent implementation of legislations had 

scared investors and led to an enormous capital exodus out of the country (ibid., p. 4).  

2.2.3 Brief History of Institutional Reforms  

Two decades after the 1952 coup, President Sadat’s regime found itself faced with 

economic challenges and mounting national debt. The regime realized that its survival 

hinged on the attraction of investments from foreigners as well as its own citizens (ibid., 

p. 4). But investors needed safeguards against risks of expropriation. The regime learnt 

that secure property rights guaranteed by rule of law and a strong judiciary are 

prerequisites for investors to gain trust and re-enter the Egyptian market.  

In 1972, Sadat sought to open the Egyptian market for investors while putting controls 

over government bureaucrats to hold them accountable against the state-mandated tasks. 

These reforms, though, did not include shrinking the oversized public sector as this 

would have displeased the public sector constituency (Zimmermann, 2017, p. 169). 

Instead, the regime pursued selective market liberalization policies and began reviving 

the independence and capacity of the judiciary institutions and administrative courts. 

These reforms restored the confidence of both locals and foreigners to invest in the 
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country’s economy (Moustafa, 2007, p. 5). However, it turned out that the state was far 

from prepared to control the new environment. State institutions lacked the capacity to 

monitor and discipline individual bureaucrats who in turn engaged in corruption and 

rent seeking from foreign investors (Zimmermann, 2017, p. 171).  

Like his predecessors, Mubarak was fearful to undertake major layoffs as this would 

have compromised the traditional public sector constituency and triggered popular 

discontent (Aidi, 2008; Zimmermann, 2017). Hence, he pursued a reform agenda based 

on “state bifurcation”, where he left the vast majority of the dysfunctional civil 

administration untouched while cultivating “pockets of efficiency” (Zimmermann, 

2017, p. 172). These pockets were technical units in economic ministries, which were 

staffed with well-paid, qualified employees who were responsible for crafting and 

executing the agenda of the reformist cabinet (ibid., p. 175). Beschel Jr and Ahern 

(2012) note that such a strategy led to a successful reform in the management and 

transparency of public finances. Egypt was also praised by the IMF for the significant 

improvement of its taxation policy and administration (Bodin, Benon, & Hamad, 2008). 

However, according to the Bank’s Worldwide Governance Indicators (WGI) (see Table 

2.1), such hybrid reforms yielded varied and limited outcomes. Over the period between 

2006 and 2010, the quality of the regulatory environment had notably improved, 

government effectiveness and control of corruption had experienced marginal 

improvements, whereas accountability remained unchanged. Nevertheless, by 2011, 

most of these gains were lost, if not reversed, amid the political turmoil and the Arab 

Spring events (see Figure 2.1). 

2.2.3.1 The Worldwide Governance Indicators (WGI) 

Governance indicators survey views on the progress of governance in countries from 

1996 to 2018. They measure countries’ institutional quality based on six dimensions of 

governance: control of corruption, government effectiveness, regulatory quality, rule of 

law, voice and accountability, and political stability. Each indicator is measured in two 

ways: (1) standard normal units from -2.50 to +2.50, and (2) in percentile rank terms 

from 0 to 100, where higher scores corresponding to a better quality of governance 

(Kaufmann, Kraay, & Mastruzzi, 2011, p. 12). 
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Two of these indicators - Voice and Accountability and Political Stability – measure the 

extent to which country's citizens are able to select, monitor, and change their 

governments. The second two indicators - Government Effectiveness and Regulatory 

Quality - evaluate the capacity and commitment of the government towards effective 

formulation and implementation of good policies that encourage the private sector to 

actively participate in the economy. The last two indicators - Rule of Law and Control 

of Corruption – assess the extent to which citizens and the state respect and abide by the 

rules that administer “social and economic and interactions among them”, including the 

enforcement of contracts and property rights (Kaufmann et al., 2011, p. 4). Egypt scores 

poorly on all the WGIs. These results corroborate with the findings of Ianchovichina et 

al. (2015). Their study suggests that the frustration of people with government 

unaccountability and low quality of public services were amongst the major triggers of 

popular uprisings in 2011 
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Table 2.1: Worldwide Governance Indicators  

Indicator Year Min. Governance 

(-2.5 to +2.5) 

Percentile Rank 

Control of 

Corruption 

1996 -0.47 38 

2006 -0.75 25 

2010 -0.63 31 

2016 -0.63 32 

2018 -0.58 30.77 

Government 

Effectiveness 

1996 -0.47 36 

2006 -0.51 36 

2010 -0.37 42 

2016 -0.66 27 

2018 -0.58 30.76 

Regulatory Quality 1996 -0.05 53 

2006 -0.44 36 

2010 -0.17 47 

2016 -0.92 17 

2018 -0.86 17.79 

Rule of Law 1996 0.00 51 

2006 -0.26 47 

2010 -0.18 50 

2016 -0.41 35 

2018 -0.41 37.50 

Voice and 

Accountability 

1996 -0.84 22 

2006 -1.20 14 

2010 -1.19 14 

2016 -1.23 14 

2018 -1.28 13.30 

Political Stability 

and Absence of 

Violence/Terrorism 

1996 -0.52 27 

2006 -0.84 22 

2010 -0.9 19 

2016 -1.42 9 

2018 -1.16 11.90 

Source: (Worldwide Governance Indicators, 2016). 
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2.2.3.2 Global Competitiveness Index  

Although Egypt managed to improve its overall ranking by 14 points in the 2017-2018 

Global Competitiveness Index, policy instability, corruption, and inefficient 

government bureaucracy come at the top of the most problematic factors for doing 

business in Egypt. Furthermore, Egypt comes at the very bottom of the list on 

transparency of government policy making, 129th out of 137 (Schwab & Sala-i-Martin, 

2017). 

2.2.3.3 Corruption Perceptions Index  

This index, created by Transparency International, ranks 176 countries according to the 

level of corruption in their public sector. Values are running from 0 (highly corrupt) to 

100 (very clean). In 2019, Egypt ranked 106 out of 198 and scored 35/100, which 

indicates that Egypt is perceived to have a serious corruption problem. In other words, 

Egypt is inflicted with “untrustworthy and badly functioning public institutions” 

(Transparency International, 2019). 

Table 1.2: Transparency International - Corruption Perceptions Index 1988 - 2016 

Year Score 

1988  17.5 

1996 28.4 

2000 31 

2006 33 

2010 31 

2012 32 

2013 32 

2014 37 

2015 36 

2016 34 

2019 35 
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2.3 Concluding Remarks 

The following chapter highlights the types, theories, and determinants of foreign aid. 

After that, it briefly previews the significance of foreign aid to Egypt and the current aid 

inflows. The major foreign aid organizations working in Egypt and their motives are 

discussed. It also focuses on the Bank, its structure, and financial assistance to Egypt. I 

then turn to the debate over the effectiveness of foreign aid in bringing about economic 

development and institutional reform. Finally, I conclude with a literature review of 

foreign aid effectiveness in Egypt. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
49 

Chapter 3: Foreign Aid: History, Politics, and 

Effectiveness: A Review  

 

“We hope that further research will continue to explore pressing macroeconomic and 

microeconomic questions surrounding foreign aid, such as whether aid can foment 

reforms in policies and institutions that in turn foster economic growth, whether some 

foreign aid delivery mechanisms work better than others, and what is the political 

economy of aid in both the donor and the recipient.” (Easterly, Levine, & Roodman, 

2000, p. 6). 

 

Introduction 

Foreign aid has long been closely intertwined with Egypt’s economic development, 

political orientation, and foreign relations. Since the early 1950s, Egypt has been 

relying on foreign aid to fund many of its sectors, including infrastructure, the military, 

even subsidies of food, fuel, and public services to the general population. Egypt’s 

rentalist economy and a constantly growing population coupled with increasing levels 

of poverty have long put the country amongst the aid receipt nations. In addition, the 

country has been ruled for six decades by a military regime that capitalizes on the 

country’s geo-strategic position to extract the maximum amounts of foreign aid from 

bilateral as well as multilateral aid donors. The average ratio of foreign aid to gross 

national income (GNI) between 1965 to 2016 is about 5 percent, reaching its peak at 

22.5 percent in 1975 (AidDATA, 2018). 

Moreover, most major initiatives for economic policy and institutional reforms were 

either externally promoted or financed by foreign aid providers, such as the IMF, the 

Bank, and U.S. AID. For example, the IMF’s structural adjustment programs during the 

late 1980s and 1990s, and the Bank’s financial development policy loans in the 2000s. 

Such reforms, however, have produced mixed outcomes, a phenomenon this thesis is 

attempting to investigate and explain. 
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This chapter provides a historical overview on the evolution of aid provision to Egypt, 

its composition, and distribution. It commences with general definitions, forms and 

theories of foreign aid. It then discusses the importance of foreign aid to the Egyptian 

state and demonstrates the main sources and providers of foreign aid to Egypt and their 

motives. For the remainder of this chapter I will review the general literature on the 

effectiveness of foreign aid in bringing about economic development and reform in aid 

recipient countries. I will then address the institutional reform movement led by the 

Bank and its effectiveness. Finally, I will conclude with the literature addressing the 

impact of foreign aid on economic reforms in Egypt.  

3.1 Types of Foreign Aid 

There are many ways of categorizing foreign aid inflows. I highlight here the 

classification used by Morgenthau (1962, p. 301), which summarizes forms of foreign 

aid into six types as follows: “humanitarian, subsistence, military, bribery, prestige, and 

foreign aid for economic development.” Morgenthau argues that all but one type are 

politically motivated. The only type that can be considered purely nonpolitical is 

humanitarian foreign aid, which is provided during natural or man-made disasters. 

While subsistence aid is given for countries lacking resources such as Jordan and 

Somalia, maintaining the status quo, i.e. the social and political order, in these countries 

is still an objective. Bribes are given in the form of foreign aid to purchase support and 

gain political leverage. Prestige aid is usually provided under the flag of economic 

development, while the true cause is to boost the prestige of both the giver and the 

recipient at very low cost. Examples of this type are the useless infrastructure or 

unproductive economic projects established by the giver in the recipient nation.  

Whereas military foreign aid is mainly given for the purpose of building and 

strengthening alliances with other nations, it could also be used as a bribe for political 

motives. Similarly, foreign aid for economic development involves politics as 

highlighted in chapter two. This is because economic development disrupts both the 

economic and political status quo. Morgenthau (1962, p. 306) emphasized that political 

change is not only a prerequisite for economic development facilitated by foreign aid, 

but it is also an outcome of its success.  
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The main focus of my research is multilateral development aid, and the Bank 

development projects in particular. However, in this chapter I will shed some light on 

the main aid providers to Egypt, including the bilateral donors. There are two main 

reasons for focusing on multilateral aid in this research: First, is the fact that it is 

generally seen as a less political form of aid than bilateral aid (Gulrajani, 2016, p. 10). 

According to Cassen (1994, p. 7), ‘bilateral donors often have political and commercial 

motives for aid, which can interfere with developmental objectives’. Second, allocation 

of multilateral aid is assumed to be determined by recipient needs more than donor 

interests. Harrigan and El-Said (2009, p. 10) noted the general acceptance in the 

literature that ‘multilateral aid is less susceptible to donor interest than bilateral aid’. 

This is based on the assumption that multilateral aid agencies, such as the IMF and the 

Bank, do not represent the interests of certain donors (ibid., p. 14). 

3.2 Theories and Rationale of Foreign Aid 

According to Morgenthau (1962, pp. 302, 304), the provision of foreign aid for 

economic development purposes is based on two propositions, one is ethical while the 

other is historic. First, developed nations have a moral obligation to transfer money to 

the underdeveloped ones to assist them overcome their poverty and stimulate their 

economic growth. The second assumption stems from the successful precedent of the 

Marshal Plan8, in which the United States transferred huge sums to help the European 

nations achieve economic prosperity after the end of World War II. This assumption has 

its origin in the Western economic success which was premised on the accumulation of 

capital and technology. This led people to think that transfer of capital and technology 

alone is enough to end poverty and bring about economic development.  

According to Pronk (2001, pp. 627, 628), the significance of foreign aid lies in its 

catalytic role. He highlighted some of its functions: ‘sometimes to help generate other 

resources or gain access to them, sometimes to help create domestic capacity...’. The 

original function, however, that foreign aid was expected to play is plugging the 

 

8 Marshall plan is considered the first official inflow of foreign aid, which was designed by the United 

States in the late 1940s to support the suffering economies of the war-torn European countries. 
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savings-investment gap, which was perceived as a result of developing countries’ 

budget deficits. Poor countries are also short of foreign currency necessary for 

importing production inputs and technology. Foreign aid bridges the foreign exchange 

gap as well (Sabra & Eltalla, 2016, p. 353). Thus, foreign aid was to act as a substitute 

for the lack of savings necessary for investments (Bowen, 1998), and hence economic 

growth, in poor countries. Rosenstein-Rodan (1961, p. 107) earlier explained the 

expected utilities of foreign aid as follows: 

..the general aim of aid (loans, grants and technical assistance) is to 

provide in each underdeveloped country a positive incentive for 

maximum national effort to increase its rate of growth. The increase in 

income, savings and investment which aid indirectly and directly 

makes possible will shorten the time it takes to achieve self -sustaining 

growth.  

3.3 Determinants of Foreign Aid Allocation 

Lee, Park, and Shin (2015, p. 1463) argue that aid effectiveness is largely influenced by 

how aid is allocated. Therefore, determinants of foreign aid flows to developing 

countries have been extensively covered in the development literature. Motives for aid 

distribution differ significantly from multilateral to bilateral aid providers. For bilateral 

aid, there is no consensus in the literature on the criteria by which aid is allocated to 

poor countries (Trumbull & Wall, 1994, p. 876). Motives for giving bilateral aid differ 

from one donor to another, with some considered ‘altruistic’ – prioritizing needs of 

recipient countries, while others are considered ‘egoistic’ – motivated by their very 

interests (Berthélemy, 2006). Some studies, such as that of (Claessens, Cassimon, & 

Van Campenhout, 2009; Trumbull & Wall, 1994), suggest that recipient needs – 

alleviating poverty in other words - are important determinants. Maizels and Nissanke 

(1984) point out that donors reserve their limited concessional aid resources to countries 

with highest poverty levels. Research by Dudley and Montmarquette (1976); Harrigan 

and El-Said (2009, p. 34); Hoeffler and Outram (2011) confirmed that aid allocations 

are determined by both donor interests and recipient needs. 
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In contrast, other studies emphasize that aid distribution is not merit-based, but rather 

motivated by donors’ selfish incentives. Donors’ interests are in fact the most important 

if not the only criteria in aid allocation. For example, Boone (1996) stressed that there is 

strong evidence that alleviating poverty in recipient countries is not the real motivation 

behind aid provision from donors. Instead, donor nations are motivated by their 

strategic and political interest. Similarly, Maizels and Nissanke (1984, p. 879) affirmed 

that donors’ foreign “political/security investment and trade interests”, rather than the 

recipient needs, are the true underlying reasons for giving bilateral aid to developing 

countries. In its 1992 Human Development Report, the UNDP described the allocation 

of ODA as “strange and arbitrary”. It went further to add that:  

ODA is determined not by the needs of developing countries, but by 

the fluctuating goodwill of the people and their parliaments in the rich 

countries. As a result, it is largely ad hoc and unpredictable (UNDP, 

1992, p. 42). 

Dudley and Montmarquette (1976, p. 133) analyzed the bilateral aid flows to explain 

motives of foreign aid providers to recipient countries. They summarized the returns 

donor countries expect to get from the recipient nations into three forms as follows: 

First, political: supporting the national political interests of donor countries. Recipient 

countries – and small ones in particular – are more inclined to sell their votes to donor 

nations at international forums such as the United Nations (Boone, 1996). The United 

States is well known for using foreign aid as a leverage to support its interests overseas 

and achieve its foreign policy goals (Maizels & Nissanke, 1984, p. 892; Morgenthau, 

1962, p. 301). A recent example is the Trump administration’s threat to cut off aid to 

U.S. aid recipients that did not vote in the UN Security Council in favor of the U.S. 

decision to move its embassy to Jerusalem. Second, economic: where recipient 

countries are expected to treat the exported products of a donor country more favorably. 

Some donors, such as Britain and China, employ aid as an instrument to promote their 

trade with, and investments in, the recipient countries (Dreher, Nunnenkamp, & Thiele, 

2011; Maizels & Nissanke, 1984, p. 888). Third, charitable: donor countries may have 

genuine interest in uplifting the livelihood of residents of a recipient country, and they 

may expect a simple acknowledgement of their support.  
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A donor country may also provide aid to recipient countries as a form of support to their 

efforts in fighting transnational terrorism or domestic terrorist threats against donor’s 

direct investments in these countries (Bandyopadhyay, Sandler, & Younas, 2010, 2013). 

Rich countries may also provide aid to poorer ones to curb illegal immigration. Some 

studies suggest that financial aid could narrow the income gap and raise the standards of 

living in these nations (Djajić, 2006; Gaytan-Fregoso & Lahiri, 2000). This in turn may 

lower the incentive for residents to immigrate to the donor countries (Bandyopadhyay, 

Chambers, & Munemo, 2014).  

Harrigan and El-Said (2009) found strong evidence that bilateral aid provisions to 

MENA countries are affected by aid-givers’ interests. Two motives are particularly 

relevant to the case of bilateral aid flows to the MENA region. According to the UK’s 

Department for International Development (DFID, 2003a, p. 11):  

… but poverty reduction is not the primary  motivation for many 

donors’ assistance to MENA … aid allocations influenced by donors’ 

domestic political considerations, including commercial advantage and 

advantage and foreign policy objectives such as migration and 

terrorism. 

Ideologies of the donor governments constitute significant factors in aid distribution as 

well. Brech and Potrafke (2014) presented evidence that the donor’s ideology influences 

aid allocation process, where leftwing donor governments are more inclined than 

rightwing ones to provide grants to poor countries. Neumayer (2003) noted that bilateral 

donors favor their former colonies. Morgenthau (1962, p. 301) argued that foreign aid is 

nothing but a “manifestation of the political philosophy, system, and objectives of the 

giver.” Moreover, Lahiri and Raimondos‐Møller (2000) found some evidence that 

ethnic lobbying constitutes a major factor in aid allocation, where ethnic groups in 

donor countries lobby the governments to allocate more aid to their countries of origin. 

They give examples of the Jewish lobby in the U.S. lobbying for more aid to Israel, the 

Indian lobby in the U.K., and others.  

On the other hand, allocation of multilateral aid is believed to be driven by the needs of 

the recipient countries (Maizels & Nissanke, 1984; Neumayer, 2003), and less by 



 
55 

interests of donors and the political ones in particular. For example, the Articles of 

Agreement of the International Bank for Reconstruction and Development9 (IBRD, 

1989) states that: 

The World Bank and its officers shall not interfere in the political 

affairs of any member; nor shall they be influenced in their decisions 

by the political character of the member or members concerned. Only 

economic considerations shall be relevant to their decisions, and these 

considerations shall be weighed impartially in order to achieve the 

purposes stated in Article I.  

Maizels and Nissanke (1984, p. 891) used cross-country multiple regressions to analyze 

aid flows from bilateral and multilateral donors. Their results concluded that, in contrast 

to bilateral aid, multilateral aid is allocated based on criteria relevant to the needs of 

developing countries. Moreover, since the late 1990s, quality of governance in potential 

recipient countries has been increasingly accepted as a major determinant of aid 

allocation, especially by the Bank. However, Clist, Isopi, and Morrissey (2012) found 

that while government effectiveness, especially allocation and monitoring of public 

expenditures, predicts general budget support from the European Commission and the 

Bank, it does not, however, predict the amount of such aid flows. 

Hout (2002) demonstrated the criticisms that such criterion had received due to the lack 

of consensus on how to measure good governance. Moreover, he found that application 

of these selection criteria is not consistent. When governance criteria are not met in a 

certain country, ‘considerations of political expediency’ and countries’ movement 

towards a market economy, even on the account of inequality reduction (Pronk, 2001, p. 

625), tend to have more weight in the aid allocation process. Indeed, the results of 

Collier and Dollar (2002, p. 1477) indicated that there is an inverse relationship 

between the quantity of aid provided and reform and quality of economic policies, 

where aid increases with poor economic policies and decreases with reforms. Similarly, 

Easterly and Williamson (2011) demonstrated a gap between the rhetoric of donors and 

 

9 IRBD is one of the branches of the Bank.  
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their practices. They found that donors continue to provide aid to countries regardless of 

their level of corruption. Some countries continued to receive the same level of aid 

while becoming more corrupt, and corrupt nations received more aid over time. 

The governance structure of the Bank has always been a major consideration in the 

lending decisions to developing countries. Harrigan and El-Said (2009, p. 10) pointed to 

the argument of the anti-globalization movement, that lending by the IMF and the Bank 

is greatly affected by the interests of their major Western shareholders. The interests of 

the hosting nation, the United States, are particularly influential, earned by the status of 

the U.S. as the largest contributor to the two institutions (ibid., p. 11). Such influence is 

manifested in two ways: who receives aid and with what conditions. Moreover, whereas 

codes and agreements of multilateral aid agencies prohibits politicization of aid flows, 

they noted that practice proves otherwise. They go on to argue that such codes may 

have mitigated the political influences but they have not eliminated them completely 

(ibid., p. 14). 

Multilateral donors such as the IMF and the Bank might in fact support the interests of 

major shareholders by providing them with the financial leverage to reward or punish 

recipient countries based on their adherence to shareholders’ interests (ibid., p. 16). 

Through disbursement or withholding of aid flows, Western shareholders are able to 

influence recipient countries to adhere to their political and foreign policy agenda or 

abstain from acting against their interests. In the words of Thacker (1999, p. 71): ‘To an 

extent, the U.S. has been able to use the IMF to further its own international political 

agenda’. Similarly, Fleck and Kilby (2006) studied the geographic distribution of the 

Bank’s loans to 110 countries over the period between 1968 to 2002. They presented 

empirical evidence that U.S. economic and strategic interests influence the allocation of 

the Bank’s loans. They concluded that such influence is very likely to erode the 

effectiveness of developmental aid. Both Thacker (1999) and Fleck and Kilby (2006) 

confirmed that countries with stronger ties with the U.S. receive more aid from both the 

IMF and the Bank. Tingley (2010, p. 47) notes that changing domestic politics in donor 

countries led to fluctuation in the levels of aid flows, and such aid volatility is 

commonly described as a reason for aid ineffectiveness.  
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Harrigan and El-Said (2009) investigated the determinants of aid provided by the IMF 

and the Bank to the MENA region. They too stressed the influence of the U.S. on the 

amounts and conditions attached to foreign aid received by the MENA countries from 

the multilateral donors. Their study shed some light on aid flows from the two 

institutions and how the timing of these flows corresponded with political favors to the 

U.S. (ibid., p. 29). They gave an example of Egypt’s receipt of aid from both 

institutions - US$ 234 million from the IMF and US$ 300 million from the Bank - right 

after its participation in the U.S. led war against Iraq during the 1990-1 (ibid., p. 27). A 

more recent example of the politicization of aid flows from the multilateral aid 

organizations is the inability of the short-lived Muslim Brotherhoods’ (MB) regime – a 

group known for its anti-West agenda - in Egypt to secure a US$ 4.8 billion loan from 

the IMF despite the country’s dire economic need in 2012. On the other hand, the 

military regime - friendly to the USA - that ousted the MB, was able to obtain the 

largest IMF lending (US$ 12 billion) in the history of the MENA region. This confirms 

the argument of the authors (ibid., p. 33) that challenges by the Islamic opposition to 

western-friendly regimes induce provision of aid, not only from the U.S. but also from 

the Bank and the IMF. 

Another factor affecting the impartiality of the IMF and the Bank is their governance 

system that falls under the dominance of the G8 countries (ibid., p. 16). The decision-

making process within these two institutions are based on a flawed voting system that 

gives some members, and the U.S. in particular, voting power that far exceeds their 

corresponding voting weight. According to Leech and Leech (2003):  

… the present system of weighted voting in the IMF gives 

disproportionate influence to the USA at the expense of all other 

members. This effect occurs in both the board of governors and the 

executive board … A criticism that is frequently made is that the  

present constituency structure and voting weights work to enhance the 

power of the developed and creditor countries at the expense of the 

poor …  
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Harrigan and El-Said (2009, pp. 18, 29, 33) conclude that aid flows from the IMF and 

the Bank to the MENA region are determined by both economic needs of recipient 

countries as well as the interests of the two institutions’ major shareholders, specifically 

the U.S.  

3.3.1.1 Conditionality 

Morgenthau (1962, p. 306) argues that providing foreign aid without conditions that 

guarantee its success is a recipe for failure. Conditions are not limited to how a recipient 

country could use the foreign aid, rather there are preconditions to receive the aid. 

During the 1980s and 1990s, donors made provision of aid contingent upon countries 

reforming their economic policies and liberalizing their markets. Such policy reforms 

were embodied in the structural adjustment programs (SAP) of the IMF and the Bank. 

These programs involved budgetary support to developing countries subject to them 

implementing macroeconomic and structural reforms, such as reducing their budget 

deficits, eliminating or reducing their barriers on international trade, and privatization of 

state-owned enterprises. These programs, however, had mixed outcomes due to various 

reasons explained later in this chapter.  

Major amongst these preconditions, as highlighted earlier, is the level of good 

governance, where countries must meet a minimum level of governance to be eligible 

for foreign aid (Hout, 2002). Many researchers pointed to the poor record of aid 

conditionality. They argued that it implies a punishment of the poorest – and most 

deserving - countries because they are the very countries suffering from deficient 

institutions and poor governance (Fukuyama, 2004; Hout, 2002). Pronk (2001, p. 626) 

too criticized such form of conditionality ‘Policy improvement and better governance 

should not be seen as pre-conditions for development and for development aid, but also 

as development objectives themselves’. He advised that aid providers should instead 

dedicate their efforts to help developing countries achieve good governance because 

poor countries are lacking the capacity to improve things on their own.  
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3.4 Significance of Foreign Aid to Egypt 

Foreign aid continues to play a major role in Egypt’s economy as well as foreign 

relations. According to AidDATA, Egypt received $US169.00 billion in international 

aid between 1955 and 2013, placing it as the ninth biggest aid receiver in the world 

(AidDATA, 2018). There are numerous ways to highlight the importance of foreign aid 

to a recipient country. Among these ways is the ratio between foreign aid receipts and 

the GNI. It indicates the proportional importance of foreign aid to the overall economy. 

(AidDATA, 2018). The following two figures show the evolution of development 

assistance Egypt has received over the period between 1960 and 2016. Egypt had a very 

high aid/GNI ratio - almost 25 percent - in the late 1970s. Aid flows also increased to 

almost 15 per in the early 1990s. Such fluctuation in aid provision reflects how Egypt 

modified its foreign policy orientation to extract the most benefits from foreign aid 

providers.  

For example, over the 1970s, Egypt received generous amounts of development aid as 

an incentive for the peace negotiations with Israel. Between 1990 and 1991, Egypt 

received substantial development assistance as a reward for its participation in the U.S.-

led war against Iraq. Then, after the military coup in 2013, foreign aid donors provided 

significant volumes of aid to help stabilize the pro-Western government that confronted 

strong political opposition from the Muslim Brotherhood group. Therefore, Harrigan 

and El-Said (2009) conclude that the peaks in aid disbursements can be well explained 

by corresponding political events.  
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Figure 3.1: Net ODA as a percentage of the GNI 

 

Reference: AidDATA (2018) 
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Figure 3.2: Net ODA Received in $US Billions 

Reference: AidDATA (2018) 
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3.5 Sources and Motives of Foreign Aid providers to Egypt 

Numerous bilateral and multilateral aid agencies have been actively working in Egypt 

for several decades. This section presents the major foreign aid providers in Egypt and 

their motives. 

The USAID 

As stated earlier, U.S. foreign aid represents a vital instrument in gaining political 

leverage to serve its interests around the globe. Its financial assistance to Egypt is no 

different. The first-generation aid disbursements from the U.S. to Egypt were in the 

1950s and the 1960s. That aid, which was mostly food aid, was to attract Egypt to the 

Western camp away from the communist Soviet Union (Zimmermann, 2017). The 

second-generation U.S. aid to Egypt started in 1979, after the Camp David Accord, and 

is still ongoing. This aid serves as an incentive for Egypt to establish and maintain 

peace with Israel after years of war between 1967 and 1973. It is composed of a 

package of economic and mostly military assistance with a total annual value between 

US$1.5 to US$2.0 billion. The economic component served as compensation for the 

‘cost of peace’, and to mitigate the domestic refusal of peace with Israel (Zimmermann, 

2017, p. 186).  

On the other hand, a huge military assistance of an annual $1.3 billion remained for 

decades to create a perception of the U.S. as an unbiased party in the peace process 

between Egypt and Israel, and more importantly, to support Egypt’s political regime 

(ibid., p. 191). Berger (2012) revealed that campaign contributions from the pro-Israel 

lobby to members of the U.S. Congress and the influence of the defense industrial lobby 

are two major determinants of maintaining the military foreign aid to Egypt. Other 

intermittent inflows of aid were to reward Egypt’s friendly behavior towards U.S. 

foreign policies in the Middle Eastern region. For example, the U.S. led coalition 

rewarded Egypt with more than US$15 billion in debt forgiveness for its participation in 

the first Gulf war of 1990-1 (Harrigan & El-Said, 2009, p. 27). In addition, the United 

States rewarded Egypt generously in 2003 for its silent support to the U.S.-led coalition 

against Iraq (Shulman, 2008; Shushan & Marcoux, 2011).  
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Arab Foreign Aid 

Arab foreign aid refers to the financial assistance provided by the oil-exporting Gulf 

states. Before the 1990s, the composition of Arab aid was mainly grants (Van den 

Boogaerde, 1990). However, changes in composition are difficult to trace due to lack of 

transparency in the aid allocation process by the Gulf nations (Villanger, 2007, p. 232). 

Gulf states do not report all or the vast majority of their aid disbursements like the rest 

of the Development Assistance Committee (DAC) members (Shushan & Marcoux, 

2011, p. 1972). Neumayer (2003); Shushan and Marcoux (2011, p. 1972) found that 

Arab aid is determined primarily by donor interests, especially solidarity with their 

foreign directions, and that recipients’ needs come as a secondary factor. In 1991, the 

Gulf states waived almost $9 billions of Egypt’s foreign debt as an incentive or reward 

for its participation in the war against Iraq after it invaded Kuwait (Shushan & 

Marcoux, 2011, p. 1972). 

Before the Arab Spring events, Egypt was the second largest aid receiver of the Arab 

foreign aid after Morocco (Villanger, 2007). Its leadership position in the Arab region 

has led the Gulf countries to establish a multilateral fund solely for it, the Gulf 

Organization for the Development of Egypt (1976-78), which was stopped after Egypt 

signed the peace treaty with Israel in 1978. Between July 2013 and March 2015, Egypt 

alone received more than $23 billion from Saudi Arabia, Kuwait and the UAE to 

become the largest aid recipient of the Arab foreign aid. Such massive aid serves two 

objectives: regional and domestic. The first is to align Egypt’s foreign policies in the 

Middle East with those of the Gulf council countries, while domestically it is to 

strengthen Egypt’s secular regime against the right-wing movement embodied in the 

Muslim Brotherhood (Young, 2017).  

The IMF 

Egypt is claimed to be one of the success stories of the IMF’s structural adjustment 

programs during the late 1980s and 1990s (Harrigan & El-Said, 2009; Pfeifer, 1999; 

Zaki, 2001). The SAP loan, which composed of four lending programs at a total value 

of $1.7 billion, aimed at improving Egypt’s macroeconomic stability through 

privatization, deregulation, and trade liberalization (Nelson & Sharp, 2013). In 
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November 2016, the IMF approved an enormous aid package of a three-year $12 billion 

lending program, which was the biggest IMF loan in the MENA region’s history. Such 

massive amounts of aid could be described as an extension to the SAP which started in 

the 1980s. It was contingent upon Egypt embarking on economic reforms that included, 

an austerity program, currency devaluation, cutting of energy subsidies, and more 

taxation (Shokr, 2017). 

The World Bank 

Poverty reduction and building shared prosperity have been cited in the 2015 

Systematic Country Diagnostic (SCD) report as the twin goals motivating the Bank’s 

assistance efforts in Egypt. Private-sector-led job creation, spatial integration, and 

inclusion are the three main tools to achieve these twin goals (The World Bank, 2015). 

The SCD report identifies three main reform priorities “macroeconomic stabilization, 

continued energy subsidy reform, and improvement in public governance”. In terms of 

public governance, which is the focus of this research, the report stresses that 

“increasing the accountability, credibility and efficiency of the government through 

public governance reform would enhance the effectiveness of any further policies and 

keep them from being reversed or diluted in the future” (The World Bank, 2015).  

The first interaction between Egypt and the Bank was in December 1955, when the 

Bank, along with the United States and the Great Britain, agreed to financially support 

Egypt’s plan to build the Aswan High Dam. The Egyptian regime’s plan at that time 

was to use the country’s geo-political importance in the Middle East to extract the most 

benefits from the two Cold War camps. Such approval, however, was accompanied by 

some conditions to limit the leverage of the Soviet bloc in the country. Later in July 

1956, the Bank withdrew its approval when the Eisenhower Administration cancelled 

its offer in response to the Egyptian recognition of the People’s Republic of China 

(ibid., p. 185). 

Since 1962, the Bank alone has funded and implemented 182 projects in Egypt with 

total disbursements amounting to eighteen billion dollars. The projects cover almost all 

sectors of the country, from fiscal, banking sector, and infrastructure projects, to social 

protection. Many of these projects included institutional reform components that aim at 
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reforming and strengthening public sector institutions, whether in education, regional 

development, financial management, or private sector development. The most recent aid 

inflow from the Bank to Egypt has been over the period of 2015-2017, where the Bank 

provided $3.15 billion in a series of three loans the last of which was in December 

2017. This substantial financial assistance was provided to Egypt to support its 

economic reform efforts and promote inclusive development. At the time of writing this 

thesis, the Bank is funding nineteen projects at a total value of US$7.8 billion (The 

World Bank, 2017b). 

The Bank is made up of two institutions: The International Bank for Reconstruction and 

Development (IBRD) and The International Development Association (IDA). The 

IBRD lends to governments of middle-income and creditworthy low-income countries 

at market rates. On the other hand, the IDA provides loans at concessional rates or 

interest-free — called credits — and grants to governments of the poorest countries. 

Because Egypt is classified as low-middle income, the country receives only loans from 

the IBRD. As illustrated in Figure 3.3, current commitments by the IRBD to Egypt 

comes at a total of $US 6 billion, with counterpart obligations from the country at a 

total of $US 4 billion.  

Figure 3.3: IBRD Summary of Current Loans to Egypt 

 

 

Reference: The World Bank (2020a) 
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The European Union  

For the European Union, the European Neighborhood and Partnership Instrument is the 

main financial mechanism of cooperation with Egypt. Its three main priorities are: (i) 

support for political reform and good governance, (ii) competitiveness and productivity 

of the economy and (iii) socio-economic sustainability of the development process (The 

European Union Delegation to Egypt, 2016). The EU assistance to Egypt for 2007- 

2013 was over one billion euros. 

Other Aid Providers 

UNDP’s main objective in Egypt is to help the government in its efforts to alleviate 

poverty and to achieve the sustainable development goals. The UNDP’s assistance to 

Egypt falls under three themes: bringing about inclusive and sustainable development, 

establishing democratic governance and peace building, and promoting climate and 

disaster resilience. The UNDP also supports Egypt’s Government in “building and 

sustaining strategic national institutions” (UNDP, 2016b). IFAD’s aid activities in 

Egypt are dedicated towards reducing rural poverty through: i) improving rural income 

and natural resource management. ii) strengthening of rural institutions and village 

infrastructure; iii) increasing access to financial services and markets (IFAD, 2012).  

3.6 Literature Review: The Debate over Aid Effectiveness 

The debate over the effectiveness and impact of foreign aid on economic growth, 

development, and governance in developing countries is very well established in the 

literature on economic development. The results of empirical studies on the efficacy of 

foreign aid on economic growth are very mixed (Sabra & Eltalla, 2016, p. 353). 

Likewise, there is a broad range of different views on how effective foreign aid is in 

bringing about good governance. They can be grouped along three dimensions: 

ineffective - if not harmful, effective, and amplifier.  

Ineffective, if not Harmful Aid 

The overwhelming evidence and predominant view of the contribution of foreign 

assistance to recipient countries is negative and pessimistic (Booth, 2011b; Sabra & 
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Eltalla, 2016, p. 359). The Bank acknowledged that foreign aid efforts to build 

capacities and improve public sector institutions has been unsuccessful and very 

disappointing (Riddell, 2014; The World Bank, 2005a). Fukuyama (2004) expresses 

reservations about the ability of external actors to create domestic demand for strong 

institutions. Similarly, Shimamura and Wada (2008) found that foreign aid has not 

created incentives for institutional change, but only provided guidance for endogenous 

initiatives. Foreign aid might disincentivize demands for institutional and policy 

reforms (Booth, 2011b; Bräutigam & Knack, 2004; Drautzburg, Melnykovska, & 

Schweickert, 2008, p. 9; Erbeznik, 2011; Knack, 1999; Moss, Pettersson, & Van de 

Walle, 2006); weaken citizens’ bargaining power against their governments (Erbeznik, 

2011); extend the life of authoritarian regimes and incompetent governments (Bauer & 

Yamey, 1982; Erbeznik, 2011); or make governments less accountable to their people 

(Bräutigam, 2000; Drautzburg et al., 2008, p. 9; Erbeznik, 2011; Knack, 1999; Moss et 

al., 2006; Rajan & Subramanian, 2007).  

Overseas aid might also ruin the spending discipline and fiscal policies in developing 

countries, where governments tend to rely less on taxation, or switch development 

allocated funds to wasteful expenditures, such as the enlargement of its armies (Mosley, 

Hudson, & Horrell, 1987, p. 617). Foreign aid is also accused of deteriorating quality of 

governance and compromising institutions (Abuzeid, 2009; Bräutigam, 2000; 

Bräutigam & Knack, 2004; Busse & Gröning, 2009; de Renzio, 2016; Deaton, 2013, p. 

305; Ear, 2007; Knack, 1999; Moss et al., 2006; Rajan & Subramanian, 2007); 

undermining democracy (Bjørnskov, 2010; Deaton, 2013, p. 305); contaminating local 

politics and disrupting capacity building of local bureaucracies (Deaton, 2013; 

Fukuyama, 2004, p. 41; Knack, 1999). Moreover, aid is critical for encouraging rent-

seeking and corruption (Bjørnskov, 2010; Knack, 1999); and inciting political 

instability by fueling conflicts over control of aid funds (Knack, 1999). 

The evidence that aid has a positive impact on economic growth is weak and remains 

contested (Booth, 2011b; Doucouliagos & Paldam, 2009; Ntongwe, 2012). With its 

focus on achieving short term targets, aid delivery programs are designed in a way that 

generates inefficient and unsustainable outcomes (de Renzio, 2016; Fukuyama, 2004, p. 

40; Gibson, 2005). Aid can disincentivize home-grown initiatives and local ownership 
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of development projects (Bräutigam & Knack, 2004; Fukuyama, 2004, p. 41); siphon 

off scarce talents and qualifications from the public sector (Bräutigam, 2000; 

Fukuyama, 2004, p. 41; Knack, 1999); and retard self-reliance and reinforce torpor in 

recipient countries (Abuzeid, 2009; Bauer, 1973, p. 155). In his book ‘The Great 

Escape’, Deaton (2013) stresses that international aid is always harmful to recipient 

countries, even in good environments, and called it “aid illusion”. To put it differently, 

foreign aid could do more harm than good (Bräutigam & Knack, 2004; Moss et al., 

2006; Van de Walle, 2001). Therefore, (Moyo, 2009, p. 2) claims in the ‘Dead Aid’ that 

“aid has helped make the poor poorer, and growth slower”.  

Effective Aid 

The notion of the absolute ineffectiveness of foreign aid is challenged by another strand 

of the literature that suggests that aid, if delivered correctly and provided in large 

enough volumes, could have a transformative positive impact. From this view, aid 

constitutes a significant means for facilitating development and good governance, given 

the fact that poor countries are lacking enough resources to invest and escape the 

poverty trap (Fölscher, Mkandawire, & Faragher, 2012; Sachs, 2006). Others argue that 

aid has a positive but limited impact on recipient countries as it can contribute to 

reconstruction efforts and finance public projects, but its ability to create good 

institutions or initiate economic development remains ambiguous (Birdsall, Rodrik, & 

Subramanian, 2005, p. 143).  

Ravallion (2014) and Crosswell (1998) emphasize that recent evidence suggests that 

foreign aid has been effective in alleviating poverty and promoting policy reforms and 

economic development. Tavares (2003) found that foreign aid has a significant positive 

impact on corruption control. Finally, Jones and Tarp (2016) find a small, positive net 

effect of foreign aid on quality of political institutions. They attribute that positive effect 

to the more stable flows of governance aid. They also suggest that evidence on the 

negative effect of foreign aid on institutions cannot be generalized.  

Despite the fact that the record of aid-funded institutional reforms in developing 

countries is predominantly discouraging (Andrews, 2013, p. xi; Fukuyama, 2004; Scott, 

2011; Srivastava & Larizza, 2013), success stories do exist. Booth (2014) found that the 
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Asia Foundation’s approach of “thinking and working politically” succeeded in 

completing two reform initiatives in the Phillipines, one concerning securing property 

rights, the other restructuring the taxation of alcohol and tobacco. Another success story 

is the ‘Sierra Leone Pay and Performance Project’, which was an initiative funded by 

the Bank to reform the civil service (Srivastava & Larizza, 2013). Andrews (2013, pp. 

163-172) highlights two other successful initiatives: Rwanda’s decentralization reforms 

- supported by the European Union, UNDP, and the Bank, and Indonesia’s anti-

corruption reforms - supported by many donors, such as the Asian Development Bank, 

the Bank, and AusAId. Fölscher et al. (2012) found that donors successfully introduced 

and sustained reforms of public financial management in Malawi despite the lack of 

political drives at certain stages. 

Aid as an Amplifier  

This standpoint emphasizes that effectiveness of foreign aid is dependent on the quality 

of domestic institutions and public policies in recipient countries. It argues that “aid is 

only as good as the ability of a developing country to use it effectively” (Birdsall et al., 

2005, p. 143). Aid has a positive effect on economic growth in developing countries 

provided that a good institutional environment and public policies are present (Birdsall 

et al., 2005; Collier & Dollar, 2002; Ozekhome, 2019; Svensson, 1999; Tang & 

Bundhoo, 2017). Dutta, Leeson, and Williamson (2013) argue that aid has an 

“amplification effect”. According to this view, aid does not transform the trajectory of 

existing institutions in the aid recipient countries. It only reinforces democracy in 

already democratic countries and strengthens authoritarianism in dictatorial regimes. 

Therefore, many researchers concur that foreign assistance worsens weak institutions 

(Bräutigam, 2000; Deaton, 2013, p. 272; Easterly, 2006, p. 157; Fukuyama, 2004, p. 

40). 

3.7 Why Externally Facilitated Institutional Reforms Tend to 

Fail?  

The literature cites many reasons for the disappointing results of externally influenced 

institutional reforms. Andrews (2013, p. 215) notes that the limited institutional change 
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after decades of foreign aid interventions is not easily explained. Studies reference lack 

of country ownership (Andrews, 2013, p. 214; Booth, 2011a, p. 516; Schacter, 2000); 

lack of broad engagement (Andrews, 2013, p. 193; Andrews, McConnell, & Wescott, 

2010; The World Bank, 2008e; Tuozzo, 2009); absence of sufficient domestic demand 

for change (Brautigam, 1996, p. 99; Fukuyama, 2004, p. 35); the paradox of embedded 

agency, where agents become embedded in their institutions, and thus, might not able to 

see the need for change or appreciate better alternatives (Garud, Hardy, & Maguire, 

2007; Seo & Creed, 2002); or reform overload and unrealistic expectations of 

development projects may undermine state capacity in aid recipient countries (Pritchett, 

Woolcock, & Andrews, 2010; Schacter, 2000; Therkildsen, 2000).  

Others argue that using foreign aid as an approach to institutional reform is too 

technocratic and underestimates politics and power struggles in the reform process 

(Booth, 2011a; Haan & Everest-Phillips, 2007; Leftwich & Sen, 2010; Levy, 2004; 

Schacter, 2000; The World Bank, 2008e; Tuozzo, 2009; Yanguas & Hulme, 2015); lack 

of political will (Haan & Everest-Phillips, 2007); absence of political commitment 

(Fölscher et al., 2012; Joshi & Carter, 2015); inattention to informal norms (Andrews, 

2013; Hyden, 2008); isomorphic mimicry or mono-cropping approach, where foreign 

aid promotes poorly fitted best practices solutions without regard to contextual realities 

and limited state capacity (Andrews, 2013; Andrews et al., 2017; Booth, 2012; Buch, 

Buntaine, & Parks, 2015; Dolowitz & Marsh, 2000; Evans, 2004; Levy, 2010; Pritchett 

et al., 2010; Rodrik, 2008; Stone, 2004; The World Bank, 2008e; Tuozzo, 2009; Wild, 

Booth, Cummings, Foresti, & Wales, 2015).  

Additionally, aid recipient countries tend to adopt reforms as “signals” to improve their 

external legitimacy and the donors’ perceptions of government effectiveness, and thus, 

sustain the flow of foreign aid (Andrews, 2013, p. 28). This argument is supported by 

the conditionality approach of international donors and lenders, in which provision of 

aid and loans is contingent on achieving a certain level of institutional quality by the 

recipient country (Fukuyama, 2004, p. 35). In other cases, governments commit to the 

best practice solutions, but due to the mismatch between the best practices and context 

and the absence of required content, this approach tends to only yield externally visible 

better forms of governments (Wild et al., 2015). These better forms are not necessarily 
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functional, however. Governments adopt the form rather than the function on the hope 

“that good form will get you good function” (Andrews, Pritchett, & Woolcock, 2013; 

Andrews et al., 2017, p. 5), or because those “form targets” are much easier to attain 

and measure than functional institutions (Buch et al., 2015). Institutional reforms 

require solving collective action problems, however large amounts of aid exacerbate 

these problems by creating perverse incentives that retard popular demands for reform, 

local ownership, accountability and democratic decision-making (Bräutigam, 2000; 

Bräutigam & Knack, 2004; Knack, 2001). 

3.8 A Critique of the World Bank’s Approach to Institutional 

Reforms   

Like other international development organizations, the Bank shares most of the above 

criticisms. It is criticized for being ineffective and unaccountable in its general 

development operations (Weaver & Park, 2007). It is accused of being more 

accountable to its major shareholders than it is to developing countries (Woods, 2001). 

The Bank’s approach to reduce poverty and bring about economic development in the 

third world has garnered ample criticism. It is often criticized for promoting uniform 

packages of policies and reforms to developing countries regardless of their local 

conditions (Ross, 1994). Widely shared perceptions of the Bank’s operations charge its 

bureaucratic way of doing business and indifference to political realities in developing 

countries (Fritz, Levy, & Ort, 2014). 

Donor-driven modalities have been frequently cited as the main characteristic of the 

Bank’s approach to facilitate reforms in developing countries (Easterly, 2006; Jaycox, 

1993). These blueprints promoted by the Bank are not restricted to the macroeconomic 

policies, but they characterize the Bank’s operations in different sectors. For example, 

Tuozzo (2009, p. 472) criticized the Bank-sponsored judicial reforms in Argentina for 

being based on “ready-made blueprints” that were detached from the political context. 

Such technical reforms failed to account for vested interests and power struggles in the 

judicial sector and eventually failed.  



 
72 

Many of the above explanations can fit under two categories, one is related to the 

lender’s approach while the other is related to the recipient country’s context. The two 

categories represent the two sides of the foreign aid equation. In this thesis, I present an 

explanatory model that studies the dynamics between the two sides of this equation, the 

Bank’s approach and the country’s political context - given the centrality of politics to 

institutional reform. In particular, I investigate how the interaction between the Bank’s 

technocratic approach and domestic politics of survival shapes the outcomes of the 

Bank-funded reforms in Egypt. I focus on two possible outcomes of reforms: genuine 

adoption and superficial implementation as signals or forms without functions.  

3.9 Literature review on Aid Effectiveness in Egypt 

There is ample literature on the effectiveness of foreign aid on Egypt’s economic 

development. However, there is a small body of literature on the impact of foreign aid 

on institutional reform, a gap this study aims to address. Sabra and Eltalla (2016) 

studied the impact of foreign aid inflows on economic growth over the period between 

1977 and 2013 in eight MENA countries, including Egypt, and found a negative 

correlation between the two. They attributed these results to three factors: bad policy 

environments, the Dutch disease, and suppression of domestic savings. Moreover, the 

two authors agree with the conclusion of Zimmermann (2017) that aid has been used for 

distribution purposes, boosting consumption in other words, rather than to increase 

production capacity.  

Harrigan and El-Said (2010) investigated the impact of economic reforms embedded in 

the IMF’s stabilization and the Bank’s structural adjustment programs in Egypt and 

three other MENA countries between 1983 and 2004. They observed positive 

relationships between reforms and economic growth. Such a positive impact was only 

sustainable in Tunisia, though. They pointed out that foreign aid by the two multilateral 

agencies enabled the country to embark on economic reforms without falling into 

recession or currency crisis (p. 17). However, Egypt did not fully abide by the 

conditions of the Bank due to massive aid inflows the country received from the United 

States in a form of debt relief as a reward for its support to the Allies in their war on 

Iraq. Thus, Harrigan and El-Said (2009, p. 35) attributed the poor effectiveness of the 
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Bank and the IMF in bringing about policy reform in the MENA countries to their 

marginal share in the total aid flows received by these nations. Moreover, they argued 

that because such aid is politically allocated, especially in the case of Egypt, this may 

indicate the weak conditionality attached to these aid flows.  

On the contrary, Aidi (2008, p. 8) challenges the notion that Egypt’s reliance on, and 

accessibility to, external revenues, especially U.S. aid is one of the reasons Egypt has 

not embarked on an economic reform in the 1990s. In fact, the United States expressed 

its interest in reforming Egypt’s economy. He also ruled out crisis as a possible 

explanation, because market-oriented reforms are in the interest of the financially 

struggling nation. Instead, he claims that Egypt, and Mubarak in particular, deferred 

reforms for political reasons. Mubarak feared that privatization, and the consequent 

layoffs of public labor, would antagonize the labor movement, and that the state would 

lose its control over that class (p. 35). This argument is shared by Zimmermann (2017) 

who raised the view that the United States was pushing for market reforms in Egypt 

using its aid as a leverage. 

In 2004, the Bank funded a series of policy and institutional reforms that sought to 

develop Egypt’s financial sector. These programs were deemed successful by the 

independent evaluation group of the Bank. Beschel Jr and Ahern (2012) argued that 

Egypt’s success in reforming its public financial management could be attributed to a 

number of factors: clear leadership by a reformist minister who surrounded himself with 

“an active group of reformers”. They described that group as well-compensated, well-

qualified, and more importantly, “outsiders” (i.e., brought from the private sector). It is 

worth mentioning that the higher salaries received by this group were paid by the U.S. 

AID as an incentive for reforms. However, some challenges were identified including 

unclear ownership of the reform process. This constraining factor itself goes back to the 

lack of communication about reform initiatives throughout the ministry and with other 

relevant ministries, according to the Banks’s country assessment report of 2008. The 

report also highlighted the lack of clear strategy and action plans, non-independence of 

the Compliance Advisor Ombudsman, and absence of oversight by the parliament. 

Little attention to capacity development and irregular training were also recognized as a 

threat to the sustainability of reforms.  
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3.10 Concluding Remarks  

The literature addressing the performance of foreign aid-induced institutional reforms in 

Egypt is scarce. Moreover, the explanations of the mixed outcomes of such reforms are 

conflicting. First, the literature review highlights numerous factors behind the success 

and failure of externally facilitated reforms. Thus, more in-depth analysis is warranted 

to pinpoint the exact explanations. Second, a significant shortcoming in the literature 

stems from its focus on economic reforms while overlooking other sectors that were 

subject to reforms. Thus, a major aspect lacking in the literature is a holistic 

investigation of other non-economic institutional reforms. Hence, this thesis attempts to 

address such limitations by developing an explanatory model that is able to explain the 

mixed effectiveness of the Bank induced reforms in different sectors. The next chapter 

covers the research design, methodology, and theoretical framework.  
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Chapter 4: Research Methodology and Framework 

 

Introduction 

This chapter presents the research, design, methodology, and the framework that guides 

the investigation. It elaborates on the explanatory model I developed to explain the 

varied effectiveness of the Bank-funded institutional reforms in Egypt. It also talks 

about the fieldwork and the challenges I encountered during the data collection stage. 

Finally, it discusses the units of analysis included in this case study and their selection 

criteria.  

The literature examining foreign aid investments in Egypt does not provide an 

understanding of Egypt’s mixed success record regarding externally facilitated reforms. 

This thesis addresses this research gap through utilizing a diverse case study approach, 

which allows for in-depth investigation of the phenomenon. This diverse case study 

involves three Bank projects in the secondary, higher education, and financial sectors. It 

combines and tests four accepted explanations in a process tracing based model. It does 

so by examining the political contexts of all units which were delivered at the same 

time, but for different sectors and crucially with very different outcomes. It does this in 

order to gain a fuller picture of how multilateral funding benefits or impedes 

institutional reform.  

4.1 Research Framework  

This qualitative research follows a theory testing deductive approach which commences 

with a theory and seeks to test its applicability to a specific instance. The theory 

suggests that political survival of state leaders is the main explanatory factor for the 

success and failure of the Bank-funded reforms in Egypt. The research started with a 

literature review of the role of foreign aid its effectiveness in bringing about 
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institutional reforms in developing countries. An explanatory model was then developed 

based on the existing explanations of aid ineffectiveness to date. It combines insights 

from different strands in the literature. The model is composed of a set of four testable 

propositions as illustrated in Table 4.1. The four propositions together build a logic 

sequential model of events. They represent the two sides of the formula, the Bank’s 

technocratic approach and the country’s local political context, plus the potential 

outcomes. 

The model tested in this case study could be termed “the politically unguided 

intervention” model. Part of this deductive process entails putting forward a counter-

theory or model which consists of a competing set of propositions. I call the competing 

model “the politically guided intervention”. Testing these models using qualitative data 

requires me to predict patterns that might or might not be found in the data collected. 

These patterns are the sets of propositions comprising the two models. Thus, to prove 

the propositions below, I will need to find similar patterns in the interviews and 

documents. The codes for analysis were developed before the collected data was 

reviewed. To test this model, I use the “pattern matching” technique which links the 

data to the propositions. Hyde (2000, p. 86) summarizes this procedure into four steps: 

1. Theoretical propositions are stated before data collection; 

2. A counter-theory is also put forward;  

3. A comparison of the dataset with both the theory and the counter-theory; 

4. Hits and misses between the dataset and propositions of both models are 

recorded in a score sheet 

 

Table 4.1: Theory and Counter Theory  

 Theory 

The politically unguided 

intervention 

 Counter-theory 

The politically guided intervention 

P 

1. 

• The WB starts its 

intervention with a weak 

CP 1. • The WB starts its 

intervention with a strong 



 
77 

understanding of the 

local political context 

understanding of the local 

political context 

P 

2. 

• The WB promotes 

universal best practice-

based reforms  

CP 2. • The WB facilitates locally 

tailored reforms  

P 

3. 

• Political survival is the 

key determinant whether 

reforms are adopted 

CP 4. • Public interest is the key 

determinant whether 

reforms are adopted 

P 

4. 

• The government applies 

reforms as signals or 

forms  

CP 3. • The government applies 

reforms as functions 

P: proposition; CP: counter-proposition 

Hyde goes on to explain how the comparison of the dataset should prove or disprove the 

theoretical propositions: 

“Support is demonstrated for the theory if the case data matches the 

predicted pattern of outcomes of the theory more closely than it 

matches the predicted pattern of outcomes for the counter -theory. If 

the results fail to show the entire pattern as predic ted, the initial 

propositions need to be modified” (ibid., p. 86).  

This investigation revolves around the political survival as the main argument of an 

explanatory model of the mixed effectiveness of institutional reforms facilitated by the 

Bank. The model is developed using process tracing methodology, which is a 

qualitative analysis method that is frequently used in within-case analysis (Collier, 

2011). It is “an analytic tool for drawing descriptive and causal inferences … as part of 

a temporal sequence of events or phenomena” (ibid., p. 824). Process tracing is a valid 

approach for evaluating causal hypotheses, yet it is rarely used in impact evaluation 

studies (Gisselquist, 2015). The model traces the Bank’s practices and Egypt’s domestic 

politics along the project cycle to test the causal mechanism between the two variables 

and the varied effectiveness of the institutional reforms. It helps us to understand how 

reforms are developed and when they are functionally adopted or produced as signals 

and superficial appearances. The model answers both how and why the implementation 

of externally facilitated reforms fail or succeed.  
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projects in other developing countries. Isomorphic mimicry can be defined as the 

imitation of modern institutional forms and those models that are deemed successful 

elsewhere (Pritchett, Woolcock, & Andrews, 2013). The concept is based on the earlier 

work of DiMaggio and Powell (1983) who called it “mimetic isomorphism”. The idea 

here is that if the Bank does not pay attention to domestic politics, it is more likely to 

promote universal reforms that are not necessarily aligned with the country’s political 

context. 

The proposition is premised on the technocratic approach the Bank adopts as well as its 

origin and power structure. The end of the Cold war marked the birth of a new world 

order led by the capitalist West. The winning nations established a set of universal 

norms to act as ideological references for this new world order. Finnemore and Sikkink 

(1998, p. 894) defined these norms as “Shared ideas, expectations, and beliefs about 

appropriate behavior” to be held by the international community. These norms were 

meant to serve as a guide to shape the political and economic behavior of dissimilar 

countries (Finnemore, 1996). Thus, nation states were expected to translate these norms 

into specific policy practices (Ikenberry & Kupchan, 1990).  

International financial organizations, such as the Bank, were established by the 

triumphant West to legitimate and spread the norms of the new world order. Despite the 

fact that those organizations are made up of members of almost all nation-states, they 

do reflect and promote the Western values, or “the so-called Washington Consensus” 

(Faustino, 2012, p. 3). Examples of those norms include democracy, liberalism, and free 

movement of capital (Sayed, 2006, pp. 9-11). Furthermore, certain forms of policies 

have been created as “best practices” to promote those norms. In order for countries to 

integrate into the new world order, they need to copy or approximate their public 

policies to those practices. According to Klees, Samoff, and Stromquist (2012),  

The knowledge-based regulation of the World Bank has, in effect, 

generated a fourth conditionality for recipient governments: 

programmatic conditionality. In addition to the economic, social and 

political conditionalities …, they now have to subscribe to a particular 

reform package (“best practices”) ... (p. 4)  
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Under the implementation stage, I test the central proposition of the explanatory model 

which describes the government’s response to the Bank’s approach. It suggests that 

domestic politics, and political survival in particular, is the key determinant of the 

success or failure of the Bank-funded reforms. The relationship between international 

organizations and domestic politics is intertwined. The connection between the two has 

long been recognized in the literature on international relations (Keohane, 1984). There 

is a consensus amongst international relations scholars that the two affect each other. As 

Gourevitch (1978) stated, “We all know about interaction; we all understand that 

international politics and domestic structures affect each other.” (p. 882). Similarly, the 

link between international organizations and the change of domestic policies was 

examined by many. Chaudoin, Milner, and Pang (2015) suggest that “globalization and 

the deepening of international institutions create opportunities for correlations between 

countries’ policies or behavior to change over time” (p. 277).  

Mansfield, Milner, and Rosendorff (2002) and Dai (2005) named domestic politics as the 

main motive for government officials to join and comply with international agreements. 

International institutions advance economic reforms inside individual countries in two ways. 

First, relationships with major powers such as international organizations induce 

governments to institutionalize commitments to long term economic reforms (Büthe & 

Milner, 2008; Mansfield & Pevehouse, 2006). For example, governments participated in 

the IMF structural adjustment programs because these programs induce them to undertake 

and commit to economic reforms (Vreeland, 2003). Second, leaders who want reforms also 

resort to international institutions to help them overcome domestic political opposition. He 

maintains that political leaders join those IMF programs to help them passing unpopular 

policies (ibid.). Similarly, Baccini and Urpelainen (2014) found that country leaders use 

the leverage of international institutions to push for domestic reforms. International 

institutions, such as the IMF or the Bank, allow national political leaders to compensate or 

coerce domestic groups who are likely to lose from certain policies (Mattli & Plümper, 

2004; Vreeland, 2003). 

Cortell and Davis Jr (1996) discussed the domestic impact of international institutions on state 

behavior and policy choices. They noted that the actions of countries’ politicians allow 

international norms to have an impact on the policy options their counties pursue. They pointed 
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out that government officials and interest groups use international norms and rules to advance 

their interests domestically. Garcia-Duran, Casanova, and Eliasson (2019) explained the impact 

of international institutions on domestic policies as a form of authority transfer. When national 

executives join and comply with certain international treaties, they are in fact transferring their 

authority over a relevant domestic affair to international bodies. Such transfer of authority turns 

the external influence of international institutions into a domestic policy option.  

This thesis examines politics of survival as the major shaping factor of reform 

outcomes. As de Mesquita, Smith, Siverson, and Morrow (2005, p. 11) assert: “The 

politics behind survival in office is … the essence of politics”. This proposition builds 

on the work of de Mesquita et al. (2005); Geddes (1994); Whitfield and Therkildsen 

(2011) who argue that political leaders are primarily motivated by their desire to remain 

in power. In other words, political elites would only adopt the policies and reforms that 

support their incumbency and block others they perceive as a threat to the survival of 

their ruling regime.  

The political survival proposition was advanced by the research of Zimmermann 

(2017), in which she posits that the outcome of reforms funded by the U.S. bilateral aid 

to Egypt is shaped by the survival strategy of the political leadership, namely the 

redistribution strategy. As noted in pages 32-35, clientelism represents the mode of 

governance in Egypt (Kassem, 2004, p. 12). This redistribution strategy has always 

been the backbone of such clientelist way of governance.  

The redistribution strategy was adopted by the first state president Nasser right after 

ousting the king in July 1952. It started with the confiscation of farmlands from the 

feudal lords and redistributing them to small farmers. The redistribution of lands was 

called the Agrarian Reform and was the new regime’s main priority and the landmark of 

the transition from the monarchy to the republic Egypt (Springborg, 1979). This 

redistribution strategy was the main apparatus that gave the new regime the popularity 

and legitimacy amongst the masses. 

The benefits clients receive vary from one population segment to another. The low and 

middle classes have access to a wide range of state subsidized services and goods, 

including education, housing, transportation, nutrition, and employment in the state 
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bureaucracy or publicly sector industries. The rural poor received small farms as 

mentioned above. Extended big families secured access to prominent posts in the state 

institutions (ibid.). During the 1990s and due to the decline of rents the state used to 

sustain “broad networks of clientelism and patronage”, the ruling regime redesigned the 

state patronage by incorporating the powerful capital holders and industrialists (Adly, 

2011, p. 305). The parliamentary elections served that purpose by inducting 

businessmen in the parliamentary majority dominated by the ruling party (NDP). 

Joining the ranks of the NDP allowed the rich class and businessmen to have 

preferential access to cheap state lands, subsidized energy, credits from the state-owned 

banks, and enjoy the protection offered by the parliamentary immunity (ibid.). 

Several studies explored the relationship between foreign aid and political survival 

through investigating the impact of the former on the latter (Ahmed, 2012; Baldwin & 

Winters, 2020; Paragi, 2016). In this thesis, I do the opposite by studying the influence 

of political survival on the effectiveness of multilateral aid provided by the Bank to 

facilitate institutional reforms. Specifically, I examine how the redistribution strategy as 

a mode of political survival impacted the three Bank-funded sector reforms included in 

this study.  

For the project outcomes, I investigate how the interaction between the Bank’s technical 

approach and Egypt’s domestic politics shape the outcomes or the reform 

implementation modalities. I investigate whether reforms were implemented as signals 

or genuinely adopted as functions. This proposition tests the mimicry signaling theory 

of Andrews (2013), in which he argues that recipient countries implement reforms as 

signals to foreign aid organizations to either maintain the aid flows or obtain external 

legitimacy. This theory entails that developing countries might replicate advanced 

countries’ processes or best practices out of the assumption that good forms would buy 

them good performance (Andrews et al., 2017). In this process, governments focus on 

the form or how institutions would “look like” rather than the enhanced functionality 

(Andrews et al., 2013, p. 6). 

The four propositions are non-competing explanations that have been highlighted in the 

literature on foreign aid effectiveness. In fact, they complement and build on each other. 
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In this thesis, I combine these standalone explanations as variables in a single 

explanatory model that is capable of investigating why and how externally facilitated 

reforms might succeed or fail. 

4.2 Research Design  

While this research focuses on a single country, it can be described as a diverse-case 

study given that it includes three within-case studies, as per the classification of 

Seawright and Gerring (2008). They define diverse case method as two or more cases 

that show significant variance along the causal variables (X ) and the outcome (Y). In 

diverse case studies, a researcher may seek to confirm a causal mechanism at work 

when s/he focuses on a certain relationship between X and Y (ibid., p. 300). This 

conforms to the deductive reasoning approach I use in this research to test the theory of 

“political unguided intervention”. Van Evera (1997, p. 55) advises that case studies are 

“strong method of testing theories”, and they are best “if we want to test or infer 

explanatory hypotheses”.  

Using qualitative methods is well suited to the study of institutional reforms or capacity 

building, which are qualitative outcomes themselves (Riddell, 2009, p. 51). Moreover, 

Odell (2001) emphasizes that qualitative case studies are equally strong in generating 

theories, relative to statistical methodologies. Current literature on aid effectiveness is 

overly reliant on economic growth data (Rajan & Subramanian, 2007; Roodman, 2007), 

and does not go beyond quantitative data to explain the reasons for the mixed 

performance of foreign aid in individual countries (Quibria & Islam, 2015). Roodman 

(2007, p. 275) succinctly summarizes it: “cross-country growth empirics have yet to 

teach us much about whether and when aid works”. Therefore, a distinguished 

quantitative researcher in the Bank Stephen Knack (2001, p. 326) advised the use of the 

case-study approach to closely investigate high aid recipient countries with deteriorating 

and/or improving institutional quality. 

The merit of single-country studies lies in their ability to “provide contextual 

description … confirm and infirm theories” (Landman, 2008, p. 29). They can also 

reveal causal mechanisms that were left underspecified in large-number quantitative 
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studies or generate hypotheses that can be examined in other countries (ibid., p. 93, 

159). Process tracing is another function of single-country studies, where in-depth 

investigation allows underlying political processes to be traced (ibid., p. 90). Such 

functions serve the objective of this thesis, where I attempt to uncover the contributing 

factors to the mixed record of externally facilitated institutional reforms in the 

understudied case of Egypt. The research design is also in line with the earlier findings 

of Ivanova, Anayotos, and Mourmouras (2003), which confirmed that domestic political 

economy factors of aid recipient countries solely determine the success or failure of the 

IMF supported programs. Therefore, Quibria (2014, p. 83) concluded that: “an effective 

aid policy requires country- specific insights, which can be gleaned only from in-depth 

country studies”. 

The case-study approach has a number of merits in social science research. King, 

Keohane, and Verba (1994, p. 44) promote the case-study method as “essential for 

description and, therefore, fundamental to social science”. Yin (2012) too suggests case 

study as an effective method for explanatory research questions. He describes it as an 

ideal method that could help researchers “understand complex social phenomena” (Yin, 

2003, p. 3). Odell (2001, p. 169) counts five advantages of the qualitative case studies 

over statistical ones: “superior for generating valid theory, better documenting 

processes, stronger empirical grounding for a hypothesis, more information about that 

case, more understanding of the instance studied, with richer evidence and reasoning 

about process and context”. Another major advantage of the case study is that focusing 

on a single country allows for intensive examination of the available data, even if 

information resources are limited (Lijphart, 1971). 

Furthermore, Gerring (2004, p. 345) claims that “case studies often tackle subjects 

about which little is previously known”. Accordingly, the case study approach should 

serve this research well given the scant academic attention to date on aid-funded 

institutional reforms in Egypt. More importantly, the case-study approach suits this 

research given the diversity and exclusivity of variables affecting the effectiveness of 

foreign aid and institutional reforms in particular countries, such as political, social, and 

economic variables. As Riddell (2007, p. 225) emphasizes “the influence and impact of 

aid is predominantly dependent upon, and determined by, a range of country specific 
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variables”. Therefore, despite the fact that recipient countries might appear to share 

common characteristics, every country still has its unique story. Hence, this research 

tests the applicability of reasons provided for the failure of externally facilitated 

institutional reforms.  

Case studies also provide stronger confidence in the validity of hypotheses, where they 

offer clear explanation of how core variables are related (Odell, 2001). Case studies are 

also praised for the rich information they report, which enables a researcher to form 

descriptive inferences and comparisons (Gerring, 2004). However, it should be noted 

that descriptive inferences do not establish causality, unless many within-unit cases are 

added (p. 344). Description also allows for documentation of significant events, in-

depth analysis, hypothesis generation, and the construction of alternative interpretations 

(Odell, 2001).  

Despite the many advantages offered by case studies, they still suffer from a number of 

limitations. Van Evera (1997) highlights a weakness of case studies, which is “they are 

less able to identify a theory’s antecedent conditions”. Another serious limitation of 

case studies is their limited ability to confirm or disconfirm generalization (Lijphart, 

1971). In other words, case studies provide weaker basis for generalizability (Meyer, 

2001; Yin, 2013; Zainal, 2007). In seeking to provide in-depth analysis and 

understanding, single-country studies sacrifice generalizability to a wider context 

(Landman, 2008, p. 93). As Odell (2001, p. 171) notes, “a claim that the theory is valid 

in general cannot be considered established without having observed other cases”.  

Case studies are also criticized for the tendency of researchers to be biased in their 

interpretations of data (Zainal, 2007). However, Meyer (2001, p. 334) advises, to 

overcome “researchers’ and respondents’ biases”, one should include a number of units 

of analysis in a case study, a strategy I use in this thesis. Inclusion of several units of 

analysis also allows for testing the validity of data (Meyer, 2001). Comparing the 

findings across the units of analysis allows for a greater overall variation (Landman, 

2008, p. 32). Another advantage of the diverse case method is its enhanced 

representativeness (Seawright & Gerring, 2008). Accordingly, findings from the three 

units of analysis (within-cases) in this study can be generalizable in the context of Egypt 
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Unit of analysis 

Financial Development 

Unit of analysis

Secondary Education

Unit of analysis

Higher Education

but not to other countries given that the case study of Egypt is not representative of 

other countries.  

4.3 Selection of Units of Analysis  

The thesis takes a diverse case study approach (see Figure 4.2). The study is composed 

of three within-cases or units of analyses. Landman (2008, p. 18) defines units of 

analysis as “the objects on which the scholar collects data”. Given the nature of 

qualitative research, the number of selected units must be small enough to allow for in-

depth analysis and comparison (p. 20). Accordingly, I limited the number of included 

units of analysis to three World Bank projects.  

 

Figure 4.2: Research Design 

Divers case study: Egypt 
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This thesis undertakes theory-testing through process-tracing methodology. Since the 

interest is to trace the causal mechanism from the cause X to outcome Y, only cases 

where X and Y are present should be selected (Beach & Pedersen, 2019). The causes 

investigated in this thesis, X1 and X2, are the Bank’s intervention and country’s 

domestic politics, while Y is the reform outcome. To do that, I selected the units of 

analysis based on purposive sampling, a common practice in qualitative research 

(Palinkas et al., 2015). Sampling for cases in qualitative research “seeks information 

richness” (Meyer, 2001). According to Patton (2002b, p. 273) “the logic and power of 

purposeful sampling lies in selecting information-rich cases for study in depth”. This 

thesis uses Criterion sampling, which is one of the widely adopted purposeful sampling 

strategies (Palinkas et al., 2015). Criterion sampling involves selecting ‘all cases that 

meet some predetermined criterion of importance’ (Patton, 2002a, p. 238). Units of 

analysis that meet the sampling criteria provide detailed information for in-depth 

investigation and comprehensive understanding of the causal mechanisms at work.  

The selection of the units of analysis was based on three inclusion criteria: i) The 

development aid was provided, wholly or partially, by the Bank and incorporated a 

major institutional reform component. ii) Political reasons were cited among the reasons 

for the success or failure of reforms. iii) Mixed outcomes, where reforms either 

succeeded or failed to serve their purposes and showed varied levels of implementation, 

full or partial. Success of reforms would feature institutionalization11, implementation, 

and efficacy of reforms in addressing the problems they were meant to tackle. It also 

implies the achievement of policy outcomes and that the institutional constraint is 

addressed and no longer cited as an ongoing problem. Andrews et al. (2017, p. iv) 

 

11 Meyer, Boli, and Thomas (1987, p. 13) define institutionalization as processes by which ‘patterns 

achieve normative and cognitive fixity, and become taken for granted’. It is the “process by which 

institutions are produced and reproduced” (Phillips, Lawrence, & Hardy, 2004, p. 638). Goodman and 

Dean Jr (1981, p. 3) define an institutionalized act ‘as a behavior that is performed by two or more 

individuals, persists over time, and exists as a part of the daily functioning of the organization’.  
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define success in reforming public sector institutions by “solving pressing problems the 

society faces in ways that can be consolidated into organizations and institutions”.  

After examining a number of World Bank projects against the selection criteria 

(Appendix I), three units of analysis were selected. The three units provide variation as 

well as similarity. Palinkas et al. (2015) variation helps us identify causal mechanisms 

that cut across different sectors and institutional contexts on the one hand, whereas 

similarity allows for comparability among the units on the other hand. Variation 

emphasizes breadth of understanding, while commonality intends to achieve depth of 

understanding. Both characteristics, as the authors advise, are essential for attaining 

comprehensive understanding of the phenomenon of interest (ibid.). The three projects 

represent different sectors, which provide variation for comparison purposes and allows 

me to test the generalizability of potential explanations across diverse sectors or 

institutional contexts. 

First Unit of Analysis 

Secondary Education Enhancement Project – (SEEP) (1999 – 2012) 

This project sought to make secondary education more equitable and responsive to the 

needs of the labor market in Egypt. The institutional reform component included 

strengthening accountability mechanisms, introducing new incentive structures for 

better performance by teachers and school managers, developing new quality assurance 

mechanisms, and building the capacity of the education system management at the 

central, regional, and local levels to deliver quality education (The World Bank, 2013a). 

The project evaluation report (Egypt - Secondary Education Enhancement Project 

(English)) rated the overall outcome of the project as moderately unsatisfactory due to 

lack of commitment to reform, civic and political disruption, insufficient social analysis, 

as well as design weaknesses. 

Performance of reforms: Evidence from the literature  

A 2012 study on the secondary education system in Egypt found it to be totally 

dysfunctional, where the state has failed to eliminate corruption, abuse of students, and 

pervasive exam cheating (Sobhy, 2012). Most students have abandoned public 
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secondary schools as they became completely reliant on private tutoring in all subjects. 

Students are forced into private tutoring, due to a combination of factors: extreme low 

quality of education at the public schools, lack of teaching by poorly paid teachers, and 

absence of accountability. The study argues that the dysfunction of public secondary 

schooling in Egypt, have urged the public to respond by creating a parallel secondary 

education system that is based on private tutoring, a phenomenon the author describes 

as a “de-facto privatization”. 

Second Unit of Analysis 

Higher Education Enhancement Project (HEEP) (2002 – 2008) 

This project aimed at improving the quality and efficiency of the higher education 

system in Egypt through reform of legislation governing higher education for more 

autonomous and accountable universities, institutional restructuring, rationalizing 

funding allocation mechanisms, and establishment of independent quality assurance 

mechanisms and monitoring systems (The World Bank, 2011b). The IEG rated the 

project outcome as moderately satisfactory, and cited government commitment to 

reform, full ownership, political opposition, and issues in project design as reasons for 

the mixed outcome (The World Bank, 2011b). 

Performance of reforms: Evidence from the literature  

After seven years of externally facilitated reforms, Egypt remains one of the worst 

performers in terms of higher education and training competitiveness. According to the 

Global Competitiveness Index (GCI) for 2016-2017, Egypt is ranked 112 out of 140 on 

higher education and training, which is below the performance of peer economies, 

particularly in terms of quality (135th) (Schwab, 2016). Assaad et al. (2016) found that 

a poor incentive structure to be one of the reasons behind the poor quality of higher 

education. Moreover, they did not find the quality of private higher education 

institutions to be any better than the public ones. A Bank’s report concluded that 

reforms failed to address the poor incentives and lack of accountability in Egypt’s 

higher education (Galal, 2008).  
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Moreover, the higher education sector in Egypt remains heavily centralized and fully 

controlled by state authority, to the extent that presidents of universities are nominated 

by State presidents (Wilkens, 2011). A rigid bureaucracy, outdated public 

administration structure and extremely detailed legal framework leave the higher 

education system subject to excessive state intervention (Assaad et al., 2016). 

Considered as an extension to state authority (Wilkens, 2011), operational minutiae of 

higher education are micro-managed by central state agencies, including approval of 

new programmes, student admission and enrolments, and even curriculum design. 

These excessive regulatory controls stifle innovation in higher education institutions 

and fail them to respond to the constantly evolving demands by private sector 

employers. Thus, the unresponsive higher education institutions continue to supply 

graduates who lack basic skills demanded by the job market (OECD & World Bank, 

2010). The outcome is a glut of unemployable youth on the labor market (UNDP, 

2016a).  

Third Unit of Analysis 

The third unit comprises a series of three Bank projects in the financial development 

sector, which supported the Egyptian government in reforming the legal and 

institutional framework of the financial sector and enhancing access to finance for small 

and medium enterprises (SMEs). The IEG rated the outcome of the four projects as 

satisfactory, and credited the successful adoption of reforms to government’s strong 

ownership and solid commitment to the reform program (The World Bank, 2008b, 

2011a, 2013d, 2016).  

Project (1): Financial Sector Development Policy Loan (DPL I) (2006 – 2007) 

The main objective of the loan was to “build a more competitive financial sector, with a 

sound banking system and insurance industry able to provide modern and efficient 

financial services” (The World Bank, 2008b, p. 1). The operation was designed to 

support policy reforms in five areas: strengthening the regulatory framework in banking 

and insurance; institutional and financial restructuring of state-owned banks; reducing 

public control over banking sector institutions; restructuring state-owned insurance 
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companies; and, strengthening the fiduciary framework for public financial 

management and corporate financial reporting.  

Project (2): Financial Sector Development Policy Loan II (DPL II) (2008 -2009) 

The main objective of DPL II was to “build efficient and diversified financial sector, 

capable of contributing to Egypt ’s growth performance and providing access to a broad 

segment of Egypt ’s population” (The World Bank, 2011a, p. 1). In addition to 

continuing the efforts of the first DPL to restructuring the banking and insurance 

sectors, this project supported reforms in the governance of financial sector including 

reforming takeovers and public tender offers; revamp the regulatory framework for 

investment funds; introduction of international auditing and financial reporting 

standards; and strengthening the supervisory framework for capital markets.  

Project (3): Third Financial Sector Development Policy Loan (2010 – 2011) 

The project aimed at supporting the Egyptian government in “further developing an 

enabling environment for financial intermediation and financial access, and increase 

private participation in the provision of financial services” (The World Bank, 2013d, p. 

1). The project facilitated the following reforms: financial and operational restructuring 

of state-owned banks, reform of the non-bank financial sector to facilitate access to 

financial products and capital markets by under-served segments of the population, and 

strengthening the regulatory framework and institutional infrastructure of the non-bank 

financial sector.  

Performance of reforms: Evidence from literature  

The Bank rated the outcomes of the three projects as satisfactory. According to The 

World Bank (2010a), the financial sector reform program had a significant impact on 

the financial sector of Egypt. Specifically, “the banking sector moved from a state 

dominated to a stronger, more effective, private sector led system.” (p. 2). Evidence 

from the literature support the Bank’s positive evaluation. Poshakwale and Qian (2011) 

found that financial reforms in Egypt have significantly improved the efficiency and 

competitiveness of the banking sector. 
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4.4 Data Collection Methods 

I rely mostly on elite interviews and primary sources or archives, which are typical 

procedures of data collection in case studies (Meyer, 2001; Yin, 2013).  

4.4.1 In-depth Interviews 

My research is largely based on in-depth interviews with key informants from both 

Egypt’s public sector (the aid recipient), and from the Bank (the foreign aid 

organization). In-depth interviews are one of the frequently used methods in qualitative 

research (King & Horrocks, 2010) and comparative politics (Landman, 2008). The 

utility of in-depth interviews lies in their ability to “uncover a deeper level of 

information in order to capture meaning, process, and context” (p. 21). Andrews (2013, 

p. 194) notes that “interviews are commonly used to gather information about 

organizational and institutional change’12.  

King (1994, p. 15) describes the nature of qualitative interviews as “a low degree of 

structure imposed on the interviewer, a preponderance of open questions, a focus on 

specific situations and action sequences in the world of the interviewee rather than 

abstractions and general opinions.” Accordingly, this thesis uses semi-structured 

interviews to gather qualitative data and elicit information from key informants on: (1) 

decision making and political processes of specific reforms; (2) the perspective of key 

actors regarding the approaches, mechanisms, and outcomes of externally facilitated 

institutional reforms; (3) the theoretical, conceptual, and operational basis upon which 

foreign aid officers craft and implement institutional reform interventions; (4) potential 

explanations of the disappointing record of institutional change in Egypt. 

From the Egyptian side, I interviewed representatives from the implementing agencies 

in the government as well as involved interest groups, and civil society organizations. I 

interviewed key individuals from the Bank’s headquarter in Washington DC and its 

 

12 See also Andrews et al. (2010); Hennessey Jr (1998).  
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office in Egypt, such as task team leaders of the selected projects, former and present 

country directors and Vice Presidents of the Bank for the Middle East and North Africa. 

According to (Meyer, 2001), interviewing multiple people allows for checking the 

validity of data by contrasting informants’ responses against each other. It also enables 

me to resolve any discrepancies among respondents.  

I followed an open-ended interview model with participants from both the Egyptian side 

and the Bank. The interviews were semi-structured and revolved around key themes and 

open-ended questions. The questions were initially categorized based on the hypotheses 

I intended to test. In order to gain rapport and put participants at ease, I started with 

general questions about their professional backgrounds followed by more specific 

questions and the broaching of potentially sensitive topics (Leech, 2002, p. 666).  

The open-ended approach was selected over the close-ended questions for three 

considerations pointed out by Aberbach and Rockman (2002). First, the magnitude of 

prior research and knowledge about the topic of the study. Open-ended questions appear 

to be more favorable given the limited academic scholarship on the provision of aid to 

Egypt. The less we know about a certain subject, the more difficult it is to define the 

questions and answer options. Second, open-ended questions give respondents much 

flexibility to frame their answers, which is specifically important for elites and highly 

educated people as they “do not like being put in straightjacket of close-ended 

questions”. Such flexibility serves well the purpose of this study as it allows participants 

to reflect on their experiences. Finally, open-ended questions increase response validity, 

a crucial advantage for my exploratory and in-depth research (p. 674). 

The time duration for interviews varied significantly from one participant to another but 

ranged from 40 minutes to 90 minutes. The total time duration of all interviews is 

fifteen hours. The interviews were tape-recorded and fully transcribed. This practice has 

many advantages, such as maintaining the accuracy of data, allowing the interviewer to 

focus on asking the right questions and responding to the informant’s responses (Meyer, 

2001, p. 338). Ethical clearance for this research project was obtained from Griffith 

University Human Research Ethics on 14 July 2017. All participants were asked to sign 

a consent form either physically, or electronically for Skype interviews.  
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4.4.1.1 Sample Size 

According to (Meyer, 2001), interviewing multiple people allows for checking the 

validity of data by contrasting informants’ responses against each other. It also enables 

discrepancies to be noted and resolved by seeking clarification if needed. Thirty 

interview subjects were approached initially and 14 responded positively. This weak 

response rate could be attributed to the restrictive political situation in Egypt plus the 

fact that many of those who participated in the three projects either moved to other 

places or were promoted to political positions. My sample size is still in line with the 

average sample size for a qualitative study involving individual interviews. Baker, 

Edwards, and Doidge (2012) gathered the opinions of 14 distinguished qualitative 

methodologists on what number of interviews can be considered sufficient in qualitative 

research. The answers varied considerably. For example, Adler and Adler 

recommended interviewing between a dozen and 60.  

The initial sample of potential interviewees was compiled based on reviewing the 

projects’ reports. The snowballing mechanism was used to secure many interviews. 

Interviews were set-up in advance via email correspondence followed by a phone call. 

Eleven of the interviewees are from the three sectors of pre-university education, higher 

education, and the financial sector. The other three interviewees are Bank staff in 

general managerial and operations positions. The following sub-sections elaborate on 

the in-depth interviews I conducted with participants from both the Egyptian 

government and the Bank. Due to the fact that a few informants were part of several 

categories, I could not add a total row to avoid confusing the reader about the total 

number of interviewees. For example, some worked at both the government and the 

Bank. In addition, some interviewees were affiliated to both the government as well as 

the academia. 

Tabulation of Participants 

Table 4.2 and 4.3 provide an overview of participants based on their job affiliation and 

sector. 

Table 4.2: Outline of study participants and their representation in the study 
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Participant Affiliation Sectors Pseudonyms  

 

P1 Government Higher Education GP1 

P2 The Bank Secondary & High 

Education 

WP2 

P3 The Bank Managerial WP3 

P4 Government Secondary Education GP4 

P5 The Bank Micro-finance WP5 

P6 Government Secondary Education GP6 

P7 Government & The 

Bank 

Secondary & High 

Education 

GWP7 

P8 The Bank Micro-finance WP8 

P9 Government Secondary Education GP9 

P10 The Bank Managerial WP10 

P11 Government Higher Education GP11 

P12 The Bank Managerial WP12 

P13 Government  Finance GP13 

P14 Government Finance GP14 

P: represents participant in the study 

G: represents Government in the study 

W: represents the Bank in the study  

 

Table 4.3: Summary of Affiliation and Sectors 

The Bank 7 participants (P2, P3, P5, P7, P8, P10, 

P12) 

Government  8 participants (P1, P4, P6, P7, P9, P11, 

P13, P14) 
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Sectors 

Secondary Education 

 

Higher Education 

 

Financial Development 

 

7 participants (P2, P4, P6, P7, P9, P10, 

P12) 

7 participants (P1, P2, P3, P7, P10, P11, 

P12) 

5 participants (P5, P8, P10, P12, P13, 

P14) 

Total 14 

 

Interview participants - Egypt 

In Egypt, I interviewed representatives from the implementing agencies in the public 

sector. Interviewees were exclusively drawn from two categories: government 

departments and academia, as illustrated in Table 4.4. The group included two former 

ministers, two minister counselors, as well as the Egyptian directors of the studied 

project.  

Table 4.4: Overview of the Egyptian sample 

Sector / 

Classification 

Secondary 

Education 

Higher Education Financial 

Development 

Government  4 3 2 

Academic 2 2  

 

Interview participants – The Bank 

From the Bank, I interviewed key individuals such as task team leaders of the selected 

projects, a former country director and the Vice President of the World Bank for the 

Middle East and North Africa. Interviews were also conducted with in-country World 

Bank officers implementing aid projects and those in charge of designing them. Table 

4.5 below shows the breakdown of interviewees from the Bank by sector. I interviewed 

six World Bank personnel during my presence in Egypt. In Washington D.C., I 
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managed to interview three respondents from the institution, yet they had a high ranking 

as mentioned above. Two of the three interviewees were former officials in the 

Egyptian government.  

Table 4.5: Overview of the Bank’s sample 

Sector  No. of interviews 

Secondary Education 2 

Higher Education 2 

Financial Development 2 

Management/Operations 4 

 

Limitations and Challenges with Interviews 

My research plan was to conduct interviews with a number of representatives from the 

civil society organizations in Egypt; however, this has proven to be extremely difficult 

given the unprecedented crackdown on such entities by the military regime in Egypt. 

Likewise, my attempts to interview informants from the business community were not 

fruitful. I was asked by many if I have received security clearance to conduct such 

interviews. Moreover, because the selected projects were completed several years ago, 

many potential interviewees either moved to other organizations or were promoted to 

political positions and thus became unreachable. Finally, the unstable political 

atmosphere made it extremely difficult for me to secure any interview with politicians. 

Interview Analysis 

Weber (1990, p. 10) advised that best content analysis combines both qualitative and 

quantitative analysis. Aberbach and Rockman (2002, p. 675) suggest that a researcher 

should “build a coding system that maintains the richness of individual responses but is 

sufficiently structured that the interviews can be analyzed using quantitative 
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techniques”. To ensure consistency across the interviews the research therefore 

organized the extracted data from the interviews through a coding13 system.  

My coding system comprises two cycles of coding. The first cycle is an exploratory 

form of coding called Hypothesis Coding. Saldaña (2015, p. 147) defines this cycle as 

an “application of a researcher-generated, predetermined list of codes to qualitative data 

specifically to assess a researcher-generated hypothesis”. Thus, in this initial stage, I 

commence with a start list of theory-driven codes or “hunches of what might occur in 

the data before or after they have been initially analyzed” (p. 142). This method of 

coding suits the hypothesis testing nature of this research as it allows me to see if the 

data confirms my initial hunches. This cycle includes thematic analysis, which is simply 

“the search for themes” (p. 177). After reading through interview transcripts, categories 

begin to emerge from the data. Thus, themes are categories composed of codes that are 

“repeated in a patterned way and in multiple situations” (Vaismoradi, Jones, Turunen, 

& Snelgrove, 2016, p. 105).  

In the second cycle of coding, codes were reorganized, clustered, and the number of 

codes were reduced. Similar codes were grouped to see if there were patterns across 

interviews and responses. Not only the number of codes is condensed but themes also 

develop into major ones. In this cycle, I used Pattern Coding, which is defined as “a 

way of grouping those summaries into a smaller number of sets, themes, or constructs” 

(Miles, Huberman, Huberman, & Huberman, 1994, p. 69). It involves “the search for 

“rules, causes, and explanations in the data” (Saldaña, 2015, p. 215). The cycle’s main 

goal is to find relationships between codes (Gibson & Brown, 2009, p. 143). Thus, after 

themes emerge in the first coding cycle, they were grouped together in the second cycle 

of coding to uncover processes, causalities, and explanations (Rubin & Rubin, 2012, p. 

206). 

 

13 A code in qualitative inquiry is most often a word or short phrase that symbolically assigns a 

summative, salient, essence-capturing, and/or evocative attribute for a portion of language-based or visual 

data (Saldaña, 2015, p. 3). 



 
99 

4.4.2 Document Analysis 

My research also relies on text collection and analysis of the Bank’s documents 

including the Project appraisal document (PAD), the Implementation and Completion 

Report (ICR), and the review of the ICR which was conducted by the Independent 

Evaluation Group (IEG). Document analysis provides several advantages, including 

providing inputs to the interview guide and neutralization of biases of the interviews 

(Meyer, 2001). Bowen (2009, p. 31) describes document analysis as time-efficient, cost-

effective, stable and non-reactive. Documents are also advantageous in their 

availability, and broad coverage of exact events, names, and details (p. 31).  

Documents do not come without limitations, however. They might not be retrievable or 

provide sufficient details (Yin, 1994). Biased selectivity of what is being documented is 

another inherent disadvantage (p. 80). Nevertheless, none of these limitations could be 

found in the Bank documents for the following reasons: their very extensive 

documentation of all events and processes; public accessibility to all documents; and the 

final assessment of projects is done by an evaluation group independent of the Bank 

management. Yet limitations exist in so far as the Bank does not publish what the 

counterpart governments do not like, in order to maintain its connection and 

leverage (Banerjee, Deaton, Lustig, Rogoff, & Hsu, 2006). Furthermore, these reports 

do not capture the political processes which the proposed reforms have to 

go through. These limitations are addressed through interviews conducted with 

key stakeholders in Egypt. 

4.5 Fieldwork and Data Analysis 

Four types of data were collected: (i) primary data on the Bank’s practices, key 

stakeholders, institutional arrangements, and policy frameworks of relevant sectors; (ii) 

secondary data, such as in-country assessments of institutional structures of relevant 

governmental entities; (iii) views and perceptions of relevant actors through in-depth 

interviews with key informants from the Egyptian government and the Bank; and (iv) 

evidence from the literature. 
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Triangulation of data from different sources of evidence (secondary information, 

primary documents, key informant interviews, and literature) was conducted to confirm 

and cross-validate data. Findings derived from data analysis were triangulated with the 

relevant literature. This method assists the researcher to search for regularities in the 

data (O'Donoghue & Punch, 2003, p. 78). It also minimizes bias by serving “to clarify 

meaning by identifying different ways the phenomenon is being seen” (Stake, 1995, p. 

97). Collected data were examined using thematic analysis, which refers to “a careful 

reading and re-reading of the data in order to find recurrent themes across the data” 

(Daniel, 2010, p. 419). It helps researchers recognize patterns within the data (Fereday 

& Muir-Cochrane, 2006). 

4.6 Concluding Remarks 

This chapter has shed some light on the merits of the case-study research design to 

explain the success and failure of the foreign-aid facilitated institutional reforms. It 

discussed the research framework, methodology, and design. It presented the three units 

of analysis of this case study. It also provided evidence from the literature on the mixed 

effectiveness of the three the Bank’s interventions. The SEEP and HEEP reforms did 

not lead to better educational quality, whereas the financial sector reform had a strong 

impact on the functioning of the sector and the country’s economy at large. In the next 

chapter I present extensive background information on the three sectors included in this 

thesis.  
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Chapter 5: Background Information on the three 

Sectors and their Status Quo after The World Bank’s 

Interventions 

 

Introduction  

 

The purpose of this thesis is to examine three chosen sectors that were subject to 

institutional reforms facilitated by the Bank and produced different mixed performance. 

This chapter provides the context of the three sectors against which I am testing my 

explanatory model in this thesis. The chapter outlines the structure, challenges, and 

reform history of the three sectors of secondary education, higher education, and the 

financial sector. The purpose of this chapter is to describe the status of the sectors 

before and after the Bank-funded reforms. The background information provided here 

establishes the mixed effectiveness of foreign aid provided by the Bank in facilitating 

institutional reform. The two education reforms projects reveal that the Bank assistance 

had done little, if anything, to bring about good governance and better institutional 

quality. In contrast, the financial reform had a significant impact on the performance of 

the financial sector and the country’s economy at large. In the three chapters to follow, I 

explain the disparity in performance between the Bank’s interventions in the three 

sectors.  

5.1 Secondary Education Sector 

To study the Bank’s effectiveness in facilitating education reform under the SEEP 

operation, it is crucial to preview the status quo of the sector prior to and after reforms. I 

begin by describing the characteristics of Egypt’s education system in terms of its 

structure, the teaching workforce and governance issues. I then discuss the reforms 

undertaken by the Egyptian government in the education sector with a particular focus 

on the pre-university reforms that took place before and during the SEEP project. This 

preview should clarify the extent to which the government was committed to reforms. It 
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will demonstrate that the government’s willingness to reform the education sector is 

bound by its political survival.  

5.1.1 Key Concepts in Reform of Educational Governance 

Before reviewing educational governance in Egypt, it is important to start with 

explaining terms and concepts used frequently in this chapter and the next two chapters. 

An important concept is the ‘national educational system’, which “includes all those 

institutions, actions, and processes that affect the educational status of its citizens in the 

short and long run” (Moore, 2015, p. 1). The second concept is education reform, which 

is built on three pillars, namely technical, political, and institutional. The technical 

dimension involves interventions to change particular activities, such as pedagogical 

methods and the use of technology. The political dimension represents the willingness 

of the political leadership to undertake or constrain change. The institutional dimension 

comprises capacity (knowledge and skills of personnel), policies, legal structures and 

frameworks that govern the educational entities and processes, and financial capacity or 

available funds (Schuh Moore, 2007, p. 4),  

5.1.2 The structure of the education system 

Egypt’s education system is the largest in the Middle East and North Africa region 

(MENA), where free education – including tertiary - is guaranteed by the constitution. 

Free pre-university education to all citizens was first introduced in 1950. After the 1952 

revolution, the new leaders sought to bring about social justice and inclusive 

development through education (Cupito & Langsten, 2011, p. 184). Hence, access to 

free education was extended to tertiary levels. In 1962, employment in the public sector 

was guaranteed for all technical secondary school and university graduates (Madkour, 

1979, p. 388). The 1971 constitution ratified the equity and equal opportunity principles 

stating that education is a basic right of every Egyptian (El Baradei & El Baradei, 2004, 

p. 13). 

Pre-tertiary education is made up of three stages: primary (elementary), preparatory 

(middle), and secondary schooling (high school). The last year of preparatory schooling 
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concludes with examinations to determine students’ secondary education route, which 

has two streams: general and vocational or technical. The general secondary schooling 

is a three-year academic track that students take to continue their higher education in 

universities. It is a very critical stage in students’ lives and careers, where their higher 

education options are solely based on their scores in the competitive secondary school 

final examinations. Vocational secondary schooling, on the other hand, ranges from 

three to five years. It aims at preparing students to become skilled labor or technicians 

in a specific profession or trade. Contrary to the general track, graduates of technical 

schools mainly enter the labor market while only a very small minority manage to 

further their education in higher technical institutes (Elbadawy, 2015, p. 6; OECD & 

World Bank, 2010, p. 60).  

In 2008, public expenditures on education14 as a percentage of the GDP and total 

government expenditures was 3.76 percent and 10.94 percent, respectively. In the 

budget years of 2014/15 and 2015/16, the share of the education sector was 11 percent. 

Whereas in the budget year of 2017/2018, according to the Ministry of Finance, 

education expenditures represented nine percent of the total government expenditures. 

This indicates that government expenditure on education fluctuates and tends to 

decrease from one year to another. According to the 2017/2018 statistics of Ministry of 

Education (MoE), pre-tertiary education15 comprises 21.4 million students, 490174 

classrooms, and 53587 schools (MOE, 2018). 

5.1.3 The institutional framework of the pre-tertiary education  

State control of the pre-university education makes it an overly centralized, command-

driven system (Loveluck, 2012b). This central control is rooted in the country’s modern 

history and political struggle. The military regime in Egypt has long used education to 

instill certain political beliefs and inculcate its legitimacy in the minds of new 

 

14 This is the most recent record in the data bank of the World Bank. There is no record on Egypt’s 

expenditures on education after 2008 in the data banks of both the World Bank and UNESCO. 

15 This includes elementary, middle, and secondary schooling. 
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generations. For the same reason, the regime made sure education is not used by its 

political rivals to gain popular support on the ground. For these state authorities, 

education is a matter of national security. However, not in the sense of securing the 

critical skills for the nation to prosper but rather to protect “a specific idea of what it 

means to be Egyptian” (Loveluck, 2012a, p. 5). In a 2003 interview, the Minister of 

Education Hussein Bahaeddin rationalized the state’s control of the education sector in 

the following way:  

Education falls under the direct supervision of the state so that it 

would ensure the minimum common level of enculturation and 

socialization ... [and] enhance national unity  and the cohesion of the 

social fabric. (Loveluck, 2012b, p. 7)  

Importantly, there have been many precedents in which the MoE used curricula to shape 

young generations’ consciousness and understanding for pure political motives. For 

example, after the fall of President Mubarak in 2011, the government announced plans 

for removing as much as twenty percent of curricula content which focuses on the 

achievements of the ousted President, his wife and ruling party (Al Masry Al Youm, 

2011). Such activities, however, did not end by the removal of Mubarak’s regime. In the 

same year, students found themselves faced with an obligatory question in the end of 

year exams. The question asked them to write a thank you piece to the Supreme Council 

of the Armed Forces for its heroic role in the January 25th revolution (Loveluck, 2012b, 

p. 8). This suggests that the state has a political interest in maintaining tight control over 

the education sector. 

The ministry of education has jurisdiction over all stages of pre-university education. It 

has a wide range of responsibilities, including developing, implementing, and 

monitoring the execution of education policies and legislation. The MoE not only 

controls the curriculum development, and supply of state-approved education materials, 

but it also formulates lesson plans and controls examinations. The ministry is also 

responsible for quality control and monitoring and evaluation of schools’ and teachers’ 

performance. Government inspectors attend classes to monitor and ensure adherence to 

the teaching process, leaving little to no freedom for teachers to innovate and structure 
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their own teaching plans (ibid., p. 8). Its roles also include the development of curricula 

and formulation of education systems in collaboration with three national centers: the 

National Centre for Education Research, the National Centre of Curricula Development, 

and the National Centre for Examinations and Educational Evaluation (NCEEE). As 

indicated above, the ministry also centrally manages the secondary school leaving exam 

(Thanaweya Amma), which determines students’ entrance options into the higher 

education. 

At the level of governorates, there are muddiriyas. The role of these entities include 

supervisory, organizational, and executive tasks, such as compiling annual analytical 

reports about the status of education and learning outcomes in their jurisdictions, 

supervising the maintenance of educational buildings, printing and distributing books, 

and providing technical support and teacher training programs. The muddiriyas are also 

responsible for developing end of semester exams for the primary and preparatory 

school levels according to the guidelines developed by the MoE and NCEEE. 

5.1.4 History of Education Reform in Egypt 

To study the case of education reform under the SEEP unit of analysis, it is crucial to 

review the history of reforms. Ginsburg, Megahed, Elmeski, and Tanaka (2010) studied 

the reform of Egypt’s education governance and management over the period between 

1981 and 2007. According to the authors, the political leadership recognized that the 

country’s education system was plagued with problems and was in crisis. Moreover, the 

government took many initiatives to reform the education sector and targeted many 

aspects including capacity, management, pedagogy, and curriculum. While reforms 

took different routes such as decentralization and community participation, they mainly 

focused on quantity rather than quality. Facing an influx of student population, the 

government had to expand the school construction program to increase the enrollment 

capacity on the account of education quality.  

In 1981, the parliament passed law 139 which promotes limited decentralization to 

governorates, stating that “governorates are responsible for implementing and 

monitoring the Ministry strategies” (UNESCO, 2006, p. 12). Ginsburg et al. (2010) 
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described the move as cautious procedure that maintained an extensive central authority 

for the MOE. It is worth mentioning that the government initiatives in the early 1980s 

coincided with publications of the Bank on reforming the education sector in third 

world countries, which promoted less government involvement and a larger role for the 

private sector (Berman, 1992, p. 69). Despite the passing of Law 260/1988 and 

306/1993, which opened the door for the private sector to invest pre-tertiary education, 

private schools were forced to follow the official curriculum developed by the MoE 

(Dixon, 2010, p. 42).  

In the late 1980s and early 1990s, the Egyptian government initiated a comprehensive 

reform strategy over a five-year plan from 1987 to 1992 (Ginsburg et al., 2010). This 

plan included the establishment of model schools with better pedagogical methods and 

increased parental participation. Three central agencies were also created during this 

plan to enhance the education process: the Educational Planning and Information 

Division, the Center for Curriculum and Instructional Materials Development, and the 

National Center for Educational Evaluation and Examinations.  

During 1990 and 1991, Egypt’s educational reforms were mainly shaped by 

international factors and local political challenges (ibid., p. 9). This includes the 1990 

‘World Conference on Education for All’ which called upon governments to share the 

education responsibilities with non-governmental organizations, private sector, and 

local communities. This period also witnessed the publication of two reports by the 

Bank. The first report focused on capacity building, reforming governance and policy 

planning at the central level. The second report advocated for more community 

participation as “community involvement is central to effective schools” (Levin & 

Lockheed, 1991, pp. 11-12). The State translated those international developments into 

attempts to decentralize the education sector. However, despite those attempts, 

centralization remained a fact (Ginsburg et al., 2010, p. 11) 

On the local level and through the end of the 1990s, the country witnessed multiple 

terrorist attacks and violent clashes with radical Islamist groups. During this time, the 

non-violent Muslim Brotherhood continued to provide community services, including 

education, to build its political base. Those security events had repercussions on the 
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local and international level alike. They were perceived not only as a threat to the 

incumbent regime but also to the geopolitical balance and the interests of the Western 

power in the MENA region. Motivated by the desire to stabilize peace and security in 

Egypt, international donors provided assistance to the Egyptian government to confront 

these security threats. They supported the government in initiating development 

projects especially in the south and the poor urban slums. This included investments in 

the education sector to challenge the ideologies of the Islamists and loosen their grip on 

people’s minds (Sayed, 2005, p. 75).  

Part of the international donors’ and state’s strategies to combat more radical elements 

was to win the support of the populace through promoting democratic principles. To 

make this effort risk free, the government preceded it by sacking teachers who had ties 

with Islamist groups. The government also encouraged civil society participation in the 

education sector. In 1999, the government established an NGO division inside the MoE 

and issued a new law to organize the civil society’s involvement in different sectors, 

including education (El Baradei & El Baradei, 2004, p. 16). However, the law stipulated 

that civil society organizations must refrain from participating in any political activity 

or support political parties in election campaigns with human or financial resources 

(Sayed, 2006, p. 137).   

In 1996, the government of Egypt collaborated with the Bank on a strategy to reform 

secondary education (Megahed, 2002). In 1999, such cooperation resulted into a 20-

year reform strategy known as the Secondary Education Reform Program (SERP). The 

main objective of this reform program was to enhance the quality and equity of the 

secondary education in Egypt. Components of SERP included: 1) balancing enrollments 

between general and technical schools from 35:65 to 50:50; 2) redesigning curriculum 

and assessment; 3) incorporation of new technologies and updating of teachers’ 

pedagogical methods in classrooms; 4) establishing efficient management structures at 

the national, regional, district, and school level to improve service delivery and promote 

local accountability. 

The SEEP was the first stage in implementing the 20-year reform strategy. It was a pilot 

project that aimed at converting 315 commercial schools to general secondary schools 
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and promoting local accountability through strengthening the role of parents’ councils 

and private sector’s involvement in the education process. The challenges of the SEEP 

initiatives post the Bank funded reforms will now be canvassed.  

5.1.5 Key issues and challenges in the pre-tertiary education sector 

According to the Global Competitiveness Report for 2017-2018, Egypt is amongst the 

ten worst nations in terms of the overall education quality, ranking 130th out of 137 

countries (Schwab, 2017, p. 111). The free education policy and guaranteed 

employment scheme16 has led to an enormous boost in student enrollments for many 

decades (Barsoum, 2004). Students aspired to obtain a secure job in the public sector 

which accounted for one third of the total employment (Shaban, Assaad, & Al-Qudsi, 

1995). However, the limited state resources compounded by a rapid population growth 

have left public schools unable to accommodate the increasing number of students and 

meet their education needs. Likewise, the number of secondary school graduates far 

exceeded the capacity of universities. In his PhD thesis, Madkour (1979, p. 42) reported 

that universities were only able to absorb 50 to 60 percent of the secondary school 

graduates.  

In the decades to follow, overcrowded universities continued to produce massive 

numbers of unskilled graduates. Unable to find jobs in an overstaffed civil service or in 

the still emerging but saturated private sector, university graduates choose to work as 

teachers despite the low wages and their lack of teaching qualifications (OECD, 2015b, 

p. 34). Thus, the education process at public schools entered into a vicious cycle of 

deterioration. According to Assaad and Barsoum (2009), the education sector turned 

into a certificate production machine rather than a skill provider: 

After over three decades of guaranteed public employment for 

secondary school and university graduates, the education system has 

become more focused on granting degrees and diplomas, rather than on 

 

16 This employment scheme was later phased out in the early 1990s. 
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training students for productive employment in a market economy. (p. 

7) 

5.1.5.1 Governance issues 

According to the OECD (2015b, p. 54) report “Schools for Skills”, Egypt is suffering 

from “fragmentation in the education policy, financing, and administration” despite the 

central control of the sector. For example, 17 ministries are involved in the 

administration of vocational training. Furthermore, there are no formal channels for 

employers to impact the education process and link its outcomes to the labor market 

requirements. Additionally, there are gaps, overlaps, and redundancies in the roles of 

the ministry, the governorates, and the school districts. For example, teacher 

supervision is undertaken at the three levels by the school principals. Yet this does not 

enhance teachers’ performance due to the absence of performance-based promotions. 

There is no incentive for teachers to do things differently.  

One of the persistent challenges facing Egypt’s education system is the rigid 

centralization of the sector (Hammad & Norris, 2009; Messeil, 2002; Nasser-Ghodsi, 

2006). The state over-controls the sector to the extent that the exact “same curriculum 

and textbooks” are centrally prescribed for every single school (Madkour, 1979, p. 44). 

Even private schools are expected to follow the curriculum of the MoE. According to 

Ginsburg et al. (2010): 

The education system in Egypt is highly centralized. Schools 

management lacks decision-making authority and adequate resources. 

Most important personnel and financial decisions are made by the 

Ministries of Local Administration and [of] Finance and not 

necessarily reflecting the Ministry of Education needs;” and 

“Community involvement in education is minimal and parents are often 

reluctant to participate in their children’s schools. (p. 26)  

Another major issue facing the education sector is the lack of efficiency, especially with 

public spending. One of the criteria used to measure efficiency of spending is the 

proportion of the investment and current expenditures to the total spending on 

education. Elaraby (2010, p. 18) reported that the proportion of the investment spending 
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represents only two percent of the total spending on education. Moreover, the wages 

component occupies 88 percent of the total spending on education. This, however, 

should not be taken to mean that teachers are well remunerated. Instead, it reflects the 

excessive numbers of the non-academic staff in the education sector. As indicated 

below the proportion of the administrative staff accounts for nearly one third of the total 

employees in the pre-university stages. 

5.1.5.2 Quality of the teaching workforce 

Teachers working in public schools are civil servants in the Egyptian government. By 

2002, teachers made up the largest body of civil servants, yet their salaries were the 

lowest (Dixon, 2010, p. 41). Recruitment of teachers is undertaken by the Central 

Agency for Organization and Administration. The central staffing process plus the 

socialist-based employment laws make dismissal of teachers almost impossible 

(Madkour, 1979). In 1994, the government removed job examinations required for 

teachers’ recruitment. In addition, with the opposition of the teachers’ syndicate to 

performance-based evaluation, promotions are no longer based on merit but rather on 

age and seniority. The absence of selection examinations and regular assessments has 

led to a sharp decline in teacher quality (OECD, 2015b, p. 49). The total number of 

teachers is 1023833, while the number of administrative staff come to a total of 495698 

(MOE, 2018). The average number of students per class in the public secondary schools 

is 37. Yet, student teacher ratio at the general secondary level is 12.2, which is 

comparable to many developed countries. The disparity between the student-teacher 

ratio and average class size could be explained by the abundance of teachers in 

administrative positions (OECD, 2015b, pp. 46-47).  

5.1.5.3 Private tutoring 

A recent study on the secondary education system in Egypt found it to be totally 

dysfunctional, where the state has failed to eliminate corruption, abuse of students, and 

pervasive exam cheating (Sobhy, 2012). Most students have abandoned public 

secondary schools and rely instead on private tutoring in all subjects. Latest figures 

suggest that 73 percent of secondary school students use private tutoring (Elbadawy, 

2015, p. 15). Students are forced into private tutoring, due to a combination of factors: 
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extreme low quality of education at the public schools, poorly paid teachers who rarely 

commit to classroom teaching, and absence of accountability. To offset the 

dysfunctional public schooling, both parents and teachers responded by creating an 

“informal education market” (Dixon, 2010, p. 41). This parallel education system is 

based on private tutoring, a phenomenon the author describes as a “de-facto 

privatization” (Sobhy, 2012, p. 47). 

Another major factor contributing to the spread of private tutoring is the nature of the 

secondary leaving examination, the Thanaweya Amma exam, which is the only 

determinant of university admission. What made these exams very competitive is the 

limited spaces in universities, especially after the 1984 government decree to limit 

university enrolments (Dixon, 2010, p. 43). These exams used to be held at the last year 

of the secondary level. Due to community unease and the financial and psychological 

stress these exams have created for a large segment of the population, the MoE decided 

to split the exams into the last two years of secondary education. Such a change, 

however, was counterproductive and perceived as a double burden. Students and their 

families considered it to be an “annual nightmare” (OECD & World Bank, 2010, p. 

147). These critical exams depend on rote memorization of a dense curriculum which 

does not test what students have learned or their cognitive skills.  

The problem of the exams is compounded by teachers being unmotivated to teach due 

to the below subsistence level salaries. To prepare for such exams, students resort to 

private tutors who are trying to find other sources of income to supplement their low 

salaries. The OECD and the Bank suggested that the nature of the secondary leaving 

exams, lack of teaching in the formal schools, and private tutoring have led to what they 

described as the “empty classroom syndrome” (OECD & World Bank, 2010, p. 146). 

Both students and teachers dedicate their time and effort to private tutoring (Ille, 2015), 

thereby, leaving the formal schooling unnecessary. 

5.1.5.4 Inequalities  

With the competitive nature of the university admission exam and prevalence of private 

tutoring, student background matters. Because households have to allocate a significant 

portion of their incomes to spend on private lessons (Assaad & El-Badawy, 2004), only 
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better off families can afford to pay for private tutors to give their children a 

competitive advantage (Salehi-Isfahani et al., 2014). This disadvantages poor families 

who cannot afford to pay for tutors or private schools (Ille, 2015). Therefore, Ersado 

(2012, p. xiii) concludes that: “The high and unequal levels of household expenditures 

in private tutoring do drive a significant share of achievement inequalities.” These 

educational inequalities feed in the country’s overall socio-economic inequalities. 

Elbadawy (2015, p. 16) suggests that financial capability might be the key determinant 

in whether students take private tutoring to offset the low quality of schooling. She 

found that poor students are less likely to resort to private tutoring despite the low 

quality in schools they attend. The fact that households have to spend significant 

amount of resources on their children’s education in public schools has led the UNDP to 

suggest that private tutoring defeats the claims of free education: “The prevalence of 

private tuition at all educational levels ... obviates the claim that public education in 

Egypt is free” (UNDP, 2010, p. 4).  

Inequality in education is not just financial but also geographical. Many families, 

especially in the rural areas, send their children to vocational schools out of fear of the 

financial burden they would have to carry in the general secondary schools. In addition, 

students who benefited from private schooling have much higher chances of obtaining 

good jobs (Loveluck, 2012a). Such a dysfunctional system contributes to educational 

inequities (Ersado & Gignoux, 2014) and inequality of opportunity amongst students. 

Elbadawy (2015) notes: 

The education system is perpetuating inequality rather than helping 

poor children and youth escape out of poverty. A vicious cycle is 

created where the rich get better education and therefore better labor 

market outcomes and future income. Since poorer students  are more 

likely to be tracked into vocational secondary education, the vocational 

track effectively serves as a vehicle for the exclusion of the socio -

economically disadvantaged from higher education. (p .19)  

Another problem with technical education is the fact that it leads to a dead-end, where 

graduates have no access to higher education and thus better job opportunities. Despite 
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the fact that vocational schools encompass 37 percent of the young adults in 2012 

(Elbadawy, 2015, p. 4), and the acute shortage in skilled workers, the government did 

not appear to pay enough attention to this large cohort. On the contrary, the government 

continued to provide more support to the general secondary and higher education 

students who normally come from better off families. This disparity has led the Bank to 

repeatedly urge Egypt to review those policies (Dixon, 2010, p. 41). In chapter six, I 

explain why the Bank supported Egypt in expanding access to general secondary 

schooling despite the conflict with its own recommendations to the country to limit 

access to higher education and invest more in vocational training.  

In interviews conducted by Loveluck (2012a), participants accused the government of 

bias towards the general secondary schooling. An interviewee depicted technical 

education as “little more than a certificate of eradication of illiteracy” (p. 10). Indeed, 

Krafft (2018) found the vocational secondary education in Egypt to have zero returns in 

comparison with those craftsmen who had no formal education altogether. This 

eventually exacerbates income gaps and inequality among segments of society (Assaad 

& El-Badawy, 2004). This is particularly true with the fact that general secondary 

graduates who join universities earn higher incomes than those who attend vocational 

schools (Krafft, 2018).  

To conclude, the above background information establishes the poor governance of the 

secondary education sector. The relevance of this information lies in the fact that the 

Bank did provide financial and technical assistance to reform this sector through the 

SEEP project. However, as presented here, the sector remains dysfunctional. This 

research explains the Bank’s ineffectiveness to bring about institutional reform. In 

chapter six, I discuss the Bank’s intervention and attempt to explain why it failed to 

facilitate reform to a sufficient degree in the secondary education sector.  

5.2 Higher Education Sector 

Egypt’s poor performance in education is exacerbated when students move to higher 

education. Many of the problems described already persist in the higher education 

sector. Similar to the secondary education sector, in this section I present a description 
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of Egypt’s higher education system in terms of its institutional structure, the teaching 

workforce, and governance issues. I also briefly discuss the reforms undertaken by the 

Egyptian government in the sector prior to the HEEP project. This information allows 

me to put the Bank’s involvement into perspective and uncover the domestic drivers 

behind the reform process. 

5.2.1 The structure of the higher education sector 

Egypt has the largest higher education system amongst the 21 Arab countries (El-

Araby, 2011). Tertiary education is divided into two tracks: university and upper-

intermediate institutes. The first offers different academic social and applied science 

programs whereas the later are colleges that mainly provide technical or professional 

degrees. According to data from the Ministry of Higher Education (MoHE), the total 

number of higher education institutions (HEI) is 238, which includes 26 public 

universities, 31 private universities, and 188 upper-intermediate institutes and 

academies (MoHE, 2018). The total number of faculty staff members was 125120 in all 

higher education institutes (CAPMAS, 2019).  

Enrollment in higher education (HE) has been increasing dramatically along with 

population growth. (Abdel Hamid, Saad, Gomma, Khalifa, & Gadallah, 2010). For 

example, between 1996 and 2000, the number of enrolled students increased by 28 

percent or 500,000 students (The World Bank, 2002a). Between 1996 and 2006, the 

number of enrollments increased by 115 percent (El-Araby, 2011, p. 17). Almost 80 

percent of those students were enrolled in public HEIs in 2011 (p. 11). In the academic 

year of 2018-2019, there were over three million students enrolled in public and private 

universities and the upper-intermediate Institutes.  

The average number of students per teacher in higher education varies significantly by 

the type of higher education institution. According to the Egyptian Central Agency for 

Public Mobilization and Statistics (CAPMAS), the average number of students per 

faculty member in public, private universities, and institutes is 23, 17, and 45 students, 

respectively (CAPMAS, 2019). The average student per teacher ratio is 24. This 24:1 

ratio has improved from the 32:1 of 2005 (Fahim & Sami, 2011, p. 51), thanks to the 
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increasing number of private universities and institutes. However, it remains higher than 

the average ratio across OECD countries of 15:1 students per teacher at the higher 

education levels.  

MOHE controls both public and private institutions. Three supreme councils fall under 

its umbrella that supervise public universities, private universities, and upper-

intermediate institutes. These entities are headed by the Minister and responsible for 

approval of new academic institutions and programs, and the admission criteria. Every 

year, the MOHE determines the total number of enrollments across public HEIs 

whereas the Supreme Council of Universities decides the number of students to be 

admitted to different institutes (Cupito & Langsten, 2011). 

5.2.2 Brief History of Tertiary Education Reform in Egypt 

The first attempt to reform higher education was in 1983, where the government tried to 

slow down the growth of university enrolments which was left uncontrolled throughout 

the 1970s and early 1980s (Shann, 1992). According to the The World Bank (2002a) 

review report on Egypt’s education sector, the Egyptian government initiated a 

comprehensive reform of higher education in the late 1990s. In 1997, the Minister of 

Higher Education formed a national commission for higher education reform. The 

commission included twenty members from the academic community, private sector, 

and the members of the parliament. Over one year, the committee conducted public 

hearings and expert consultations. In 2000, a national conference on higher education 

reform was held to initiate stakeholder dialogues. The conference resulted in the 

“Higher Education Reform Strategy 2000”. It is a long-term reform plan to be applied 

over a period of seventeen years between 2002 and 2019.  

According to Abdel Hamid et al. (2010), the plan addressed two major issues facing 

higher education, namely efficiency and quality. First, to enhance efficiency, the plan 

proposed introducing rationalized funding, and giving HEIs more autonomy in resource 

allocation. Second, to improve the quality and relevance of higher education through 

establishing quality assurance mechanisms, creating a competitive fund to incentivize 

better teaching, creating inter-university library system, and training of faculty and staff. 
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These goals were to be attained through the Higher Education Enhancement Project 

(HEEP), supported by the Bank. 

Over the last two decades, the Egyptian government has made some efforts to improve 

the quality, financing of higher education, and efficiency. This included the 

establishment of the National Authority for Quality Assurance and Accreditation in 

Education (NAQAAE) in 2006. It is an independent body under the prime minister that 

provides quality control for all higher education institutions. It evaluates and accredits 

both universities and individual schools. On the level of financial reform, public 

universities have introduced “an optional scheme that pays higher salaries to better-

performing staff” (El-Araby, 2011, p. 16). The government also allowed public 

universities to generate funds and initiate cost-sharing activities such as special 

programs (Habibi & El Hamidi, 2016). These are mainly university programs taught in 

foreign languages and for which universities charge higher tuition fees (Abdel Hamid et 

al., 2010).  

Increasing the role of the private sector in higher education was also emphasized as one 

of the main strategies to improve higher education outcomes (Assaad, Krafft, & Salehi-

Isfahani, 2014). In 1992, the government issued law 101 which encouraged more 

private sector investments in higher education. The law exempted the private sector 

investments in higher education from taxation until 2008 (Abdel Hamid et al., 2010, p. 

15). In 2016, the government approved a new strategy for education “Strategic Vision 

for Education to 2030”. In this strategy, the government aims at reforming the whole 

education system, increasing enrolment rates in tertiary education, and modernizing the 

notorious vocational education. In July 2018, the Egyptian parliament approved a US$ 

500 million loan from the Bank dedicated to support a new education reform project. 

Part of this loan will be used towards the building of eight technological universities 

which will provide technical and vocational programs in line with the needs of the job 

market.  
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5.2.3 Key issues and challenges in the tertiary education sector 

5.2.3.1 Governance issues 

The higher education sector in Egypt is heavily centralized and fully controlled by state 

authorities (Cupito & Langsten, 2011; Loveluck, 2012b). Lack of independence is one 

of the main challenges of the sector (Ahmed, 2015). Presidents of universities are 

nominated by the State President (Wilkens, 2011). A rigid bureaucracy, outdated public 

administration structure, and extremely detailed legal framework leave the higher 

education system subject to excessive state intervention (Assaad et al., 2016). 

Considered as an extension to state authority (Wilkens, 2011), the higher education 

sector is micro-managed by central state agencies . This includes approval of new 

programs, student admission and enrolments, and even curriculum design.  

An OECD report, ‘Reviews of National Policies for Education: Higher Education in 

Egypt 2010’, found the over-centralized control over universities as one of the biggest 

reform challenges (OECD & World Bank, 2010). Even the content of university 

textbooks is “determined and censored by the state” (Tyler E. Holmes, 2008, p. 178). 

Furthermore, university administrators have little discretion over the allocation of 

funding they receive from the Ministry of Finance (Richards, 1992). These excessive 

regulatory controls stifle innovation in higher education institutions and stop them from 

responding to the constantly evolving demands of private sector employers (ibid.). 

Thus, the unresponsive higher education institutions continue to supply graduates who 

lack basic skills demanded by the job market. The outcome is a glut of unemployable 

youth in the labor market (UNDP, 2016a).  

5.2.3.2 Relevance and quality of education 

Evidence suggest that Egypt’s higher education provides poor returns to students due to 

irrelevant curricula and poor quality of education that do not prepare students for the job 

market (Galal, 2008). This is reflected in the low level of employability for graduates 

(El-Araby, 2011). The higher educational sector is rated as one of the worst performers 

at the global level. According to the Global Competitiveness Index (GCI) for 2016-

2017, Egypt is ranked 112 out of 140 on higher education and training, which is below 

the performance of peer economies, particularly in terms of quality (135th) (Schwab, 



 
118 

2016). The Global Competitiveness Report of 2018 lists Egypt amongst the worst 

countries in the world in terms of the skillset of graduates, ranking 136th out of 140 

countries (Schwab, 2018, p. 205). Its poor quality is recognized in the academic 

literature as well as reports of international development organizations (El-Araby, 2011; 

El-Gerby, 2012; Fahim & Sami, 2011; Kamel, 2014; Loveluck, 2012b; OECD & World 

Bank, 2010; Richards, 1992).  

Low HE quality is the natural result of a combination of many factors, including 

absence of public accountability, outdated curricula, poor funding and a ballooning 

student population (Ahmed, 2010; Fahim & Sami, 2011; Richards, 1992; Shann, 1992). 

This legacy goes back to the State’s dual commitment to provide free higher education, 

and the public employment to university graduates which was later abolished in the 

1980s. The severe crowdedness in public HEIs has led the quality of higher education to 

decline drastically (Tyler E. Holmes, 2008). To put it in the words of Richards (1992): 

“The quantity of university students has long outstripped their quality” (p. 10). 

Furthermore, students became more focused on obtaining degrees rather the skills 

necessary for the job market (Kamel, 2014). Likewise, the overcrowded higher 

education institutions had no option but to transform into diploma mills (Shann, 1992).  

The mixture of the free access to higher education and the already phased out 

guaranteed employment scheme has ramifications that carried over to the current time. 

In September 2015, two protests took place in front of the Ministry of Higher 

Education. According to Habibi and El Hamidi (2016), the first protest was initiated by 

high school graduates and their families who were calling for an increase in admissions 

to public universities. The second was by a group of university graduates who set their 

graduation certificates on fire because they could not find jobs with their degrees, 

particularly in the public sector. This paradox reveals that the demand for higher 

education remains strong despite low levels of employability for university graduates 

(ibid., p. 3). Such strong demand can be explained by the possibility of better social 

status and the overall higher earnings for those graduates who manage to get 

employment.  
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Over-crowdedness is the mark of many programs in public HEIs (Shann, 1992), where 

the number of students in a 500 seat lecture hall can reach up to 1500 (Zenati, 2006). 

This creates an environment not conducive to an adequate educational process for both 

students and lecturers. The underfunded libraries and information resources lead to an 

over-reliance on the textbook as a mode of teaching (Tyler E. Holmes, 2008). Students 

are expected to memorize textbooks to pass exams. Laboratories in technical disciplines 

are also not equipped with the necessary equipment and technology due to lack of 

sufficient funding (Shann, 1992). This has a detrimental effect on graduates’ skillset and 

their preparedness for employment in the job market (Tyler E. Holmes, 2008).  

The poor remuneration structure for faculty members is also deemed to be one of the 

key reasons behind the poor quality of higher education (Assaad et al., 2016). To 

supplement their meagre salaries at public HEIs, faculty members have to engage in 

other paying activities (Shann, 1992). They often rely on selling lecture notes or 

teaching at private universities. This results in a prevalent absenteeism where lecturers 

can miss as much as one third of their classes throughout the academic year (Richards, 

1992). What makes the situation even worse is that thousands of public faculty 

members accept lucrative offers at universities in the Persian Gulf States. This drains 

Egypt’s higher education system of scholars and top performing academicians (Tyler E. 

Holmes, 2008).  

The combination of rote learning as a mode of instruction and low salaries of the 

teaching staff led to a similar pattern to that of the secondary schooling, namely the 

reliance on private tutoring. It is a widespread phenomenon in all academic disciplines 

including Arabic studies (Shann, 1992). Many students resort to private tutors, which is 

another challenge in higher education (Tyler E. Holmes, 2008). According to the Bank, 

households spend 0.6 of the GDP on tutoring at higher education (The World Bank, 

2002a).  

5.2.3.3 Financial challenges and inefficiency 

Free access to higher education was guaranteed by a 1963 law and ratified by the 1971 

constitution. Such free access combined with the guaranteed employment scheme, and 

growing population have led to explosive growth in student enrolments in public 



 
120 

universities (Richards, 1992). Between 1965 and 2008, public spending on higher 

education increased 400 times from EGP 25.8 million to EGP 10.1 billion (Abdel 

Hamid et al., 2010). As a percentage of Gross Domestic Product (GDP), spending on 

tertiary education has comprised one percent of GDP over the last decade. This 

percentage matches the corresponding average for the lower-middle-income (LMI) 

countries, to which group Egypt belongs (El-Araby, 2011). It is, however, less than the 

average percentage for OECD countries of 1.6 percent (OECD, 2018, p. 261). Spending 

on higher education has been fluctuating around three percent of the total government 

expenditures.  

There is a clear disparity between overall public spending on HE and spending per 

student. This disparity is caused by the government commitment to free public HE, 

however the student’s share of that funding is very little due to the huge student 

population. As illustrated in Figure 5.1, public spending on HE as a percentage of 

public spending on education has been revolving around 28 per cent, which is the 

highest amongst MENA countries. However, public spending per student in HE as a 

percentage of per capita GDP was 23.4 which is the lowest amongst MENA countries, 

and far below the average 55.7 percent for the LMI countries (El-Araby, 2011). 
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and urging public HEIs to generate funds to offset those cuts. By 1994/95, the 

government was contributing 85 percent of the operating costs of public HIEs. The 

remainder was covered by the modest tuition fees, new fee-paying programs, and 

consulting revenues of specialized centers affiliated to universities (Abdel Hamid et al., 

2010, p. 47).  

Equity and equality  

One of the main challenges facing the higher education sector in Egypt is the issue of 

unequal access to HI for certain groups and within particular geographical areas (Abdel 

Hamid et al., 2010, p. 63). On the spatial level, distribution of students is highly unequal 

amongst the country’s provinces. The vast majority of the student population is 

concentrated in four out of the twenty-seven governorates, namely: the capital Cairo, 

Port Said, Alexandria, and Giza. In 2007, 43 percent of the student population was 

concentrated in Great Cairo, which comprises three governorates Cairo, Giza, and 

Kaliobia. The remaining 57 percent of HE opportunities was shared between the 

twenty-four governorates. For example, the ten governorates of South Egypt had only 

16 percent of the HE enrollments (ibid., p. 64). This regional disparity indicates an 

urban bias in resource allocation (Richards, 1992, p. iv).  

There is a large body of evidence that Egypt’s higher education system reinforces 

existing socio-economic inequality (El-Araby, 2011). For example, only four percent of 

students from the poorest population quintile end up enrolling in HEIs. Thus, the 

government is in fact subsidizing HE to the able students while the poorer ones are left 

disadvantaged (Assaad, 2013; Cupito & Langsten, 2011). Moreover, only students who 

can afford private tutoring in secondary schools can obtain the required scores to join 

prestigious university programs (Richards, 1992, p. iv). In addition, the poor quality 

public HEIs offer low rate of returns for their graduates. Therefore, the better-off 

families send their children to high quality private institutes to guarantee them 

employment and higher incomes (El-Araby, 2011). As far as gender goes, data shows 

that poorer families tend to send their girls to two-year institutes or enroll them into 

social science programs in universities to avoid additional costs of applied science 

courses (Abdel Hamid et al., 2010, p. 64).  
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Unemployment amongst university graduates 

The low teaching quality in tertiary institutes manifests itself in the mismatch between 

graduates’ skills and the needs of the job market, a long-standing issue for Egypt’s 

higher education sector (Fahim & Sami, 2011; Shann, 1992). The relationship between 

higher education and the labor market has long been imbalanced, mainly due to the 

government employment scheme. Poor teaching quality coupled with over-reliance on 

university degrees have led to a glut of higher education graduates beyond the 

absorptive capacity the labor market (Ananth Pur & Moore, 2010; Cupito & Langsten, 

2011). Surprisingly, unemployment rates amongst university graduates are higher than 

non-graduates (Loveluck, 2012b). Almost one third of HE students fail to find jobs for a 

few years after graduation (Tyler E. Holmes, 2008, p. 180). Over the last few years, the 

overall level of unemployment for HE graduates exceeded 30 and 40 percent for 

females (Habibi & El Hamidi, 2016, p. 4). In fact, an increasing proportion of university 

graduates are accepting low-skilled jobs for lower wages (ibid.).  

Another indicator of higher education disengagement from trends in the marketplace is 

the lack of any links to the business or industrial communities (Richards, 1992). Public 

universities lack cooperation mechanism with private businesses in research and 

technology (Abdel Hamid et al., 2010, p. 100). They also lack career guiding services 

for students. Public HEIs do not offer such career services nor do they collect or share 

information regarding the job market developments and needs (Abdel Hamid et al., 

2010; Tyler E. Holmes, 2008). 

In summary, the above background information points to the poor performance of the 

higher education sector. This is despite the intervention by the Bank to reform the 

higher education sector and set it up to provide relevant and quality education. This 

research aims to explain the ineffectiveness of the World Bank’s higher education 

enhancement project in bringing about institutional reform. In chapter seven, I will 

examine in detail the Bank’s intervention in higher education and provide explanations 

for why it failed.  
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5.3 Financial Sector 

Economic Background 

After describing the two education sectors and the ineffective Bank’s operations to 

enhance their functioning, I now turn to the financial sector which had a differently 

effective intervention by the Bank. In this section, I begin with a brief summary on the 

status quo of the financial sector prior to the 2004 locally initiated reform program. I 

then present an overview on Egypt’s economic situation and a short review of the 

financial reform activities that were completed before launching the Bank’s three 

financial development projects which commenced in 2006. This information should 

demonstrate the effectiveness of the Bank’s involvement, the domestic drivers, and the 

extent to which Egypt was committed to reforms. 

5.3.1 Egypt’s Financial Sector Prior to Reforms  

Until the early 2000s, the country’s financial system was recognized in all the Bank’s 

Country Assistance Strategies (CASs) as a key constraint to economic growth. 

According to Arslan (2009b), the financial sector was characterized by heavy state 

ownership and “dominated by state commercial banks, with high operating costs, low 

interest margins, and poor portfolio quality” (p. 32). The economy lacked a “solid 

domestic institutional investor base” since the non-bank financial sector was very small 

and underdeveloped (IMF & World Bank, 2007). The overall legal framework 

governing the financial system was rigid. It did not allow for competition with the 

private sector and this resulted in inefficiency and poor access to financial services 

(Arslan, 2009b). 

5.3.1.1 A. The Banking Sector  

Prior to the 2004 reform program, the banking sector dominated Egypt’s financial 

system comprising almost 95 percent of the financial sector assets (The World Bank, 

2010c, p. 12). In the meantime, Egypt’s banking sector had been struggling to 

contribute to the country’s economic development. Until 2006, only 10 percent of 

Egyptians had a bank account (Kalhoefer & Salem, 2008, p. 5). This means that the 
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greatest amount of liquid assets was not trusted with banks, leaving the banking system 

under-capitalized to the extent that the state had to inject billions of pounds into banks 

in 2001 and 2003 (Srinivasan, 2005, p. 7).  

Before 2004, the sector comprised 57 banks that did not comply with international 

standards (The World Bank, 2010a). The sector was plagued with public sector 

ownership and its inefficient management practices. Private and joint venture banks 

were smaller than their public sector counterparts. The state fully owned the four largest 

commercial banks (Bank of Alexandria, National Bank of Egypt, Banque du Caire, and 

Banque Misr), which held over 55 percent of total deposits. Public sector banks were 

notorious for their inefficiency and poor performance. They suffered from overstaffing, 

poor risk management and asset quality, and low profitability. Bank credits to private 

sector accounted for 54 percent of the GDP compared to an OECD average of 110 

percent (Nasr, 2008, p. 25). Moreover, state deposits accounted for 58 percent of total 

deposits. State-owned banks focused its finance on public sector enterprises and 

government (The World Bank, 2010a). Accordingly, banks basically served as financers 

of public debt (Srinivasan, 2005, p. 5).  

Outdated regulations, inadequate loan assessment, and weak creditor rights made 

lending very risky and led to mismanagement of credit allocation. Non-bank financial 

institutions were excluded from access to information on creditworthiness held by the 

central bank (The World Bank, 2010c). Poor information infrastructure and risk 

management led to the accumulation of non-performing loans (NPLs). In addition, poor 

supervision of banking institutions and unreliable credit information systems had 

contributed to underestimation of the magnitude of NPLs, which turned out to be as 

much as 25 percent of the total loans in September 2004 (International Monetary Fund, 

2005, p. 12). Moreover, the banking system was unable to provide access to capital for 

small and medium enterprises, according to enterprise surveys (Arslan, 2009b, p. 32). 

5.3.1.2 B. Non-banking Financial Sector 

The non-bank financial sector includes all financial institutions that are not commercial 

banks. They are financial intermediaries complementing the role of banks through 

mobilizing savings, generating long-term financial resources, financing different 
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activities, but they do not work with the public (Vittas, 1999). They include contractual 

savings services and institutional investors such as insurance companies, pension and 

mutual funds, as well as venture capital firms, bond and mortgage markets. They also 

include capital and equity markets.  

Similar to the banking sector, there were also flaws in regulatory enforcement and the 

supervisory framework of the insurance industry (The World Bank, 2006b). The 

industry was loss-making due to the fact that premiums had remained unchanged for 

nearly twenty years whereas payouts increased (IMF & World Bank, 2007). The size of 

the sector was small in comparison to the size of Egypt’s economy. It comprised only 

10 companies and was dominated by four state-owned companies which controlled 

almost 90 percent of the market. In 2004, the assets of the insurance sector represented 

only three percent of GDP (The World Bank, 2010c, p. 13). Annual insurance premium 

payments did not exceed 1.1 percent. These rations are considerably much lower than 

those of middle-income countries. Additionally, only around one million Egyptians 

were utilizing insurance services, with estimated per capita spending as little as US$9 

(IMF & World Bank, 2007). This goes back to general mistrust of insurance companies, 

cultural factors, and outdated regulatory environment (Vittas, 1999).  

Before the 2004 financial sector reform, the legal framework regulating pensions was 

not updated for twenty years and had many gaps pertaining to funding, governance, and 

registration. Private pension funds that were founded voluntarily to supplement state 

resources of social security were very small and represented only three percent of GDP. 

Until the late 1990s, the entirety of these funds’ resources was invested in either bank 

deposits or government bonds. In other words, private pension funds had almost no 

contribution to the growth of private sector or the capital market (ibid., p. 17). 

Similarly, the legal structure of investment funds had many issues that hindered the 

sector growth. Assets of investment funds accounted for a meagre one percent of GDP, 

a very low ratio if compared with peer countries (IMF & World Bank, 2007, p. 6). 

Other viable economic instruments such as venture capital institutions were almost non-

existent. The mortgage sector was equally weak, saddled with the public sector control, 

and had outdated legal frameworks.  
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The role of the capital market as a source of finance was very marginal. Between 2001 

and 2004, the number of traded companies in the stock exchange was small (IMF & 

World Bank, 2007), and the equity market accounted for 30 to 35 percent of GDP, 

while the turnover ratio ranged between 14 to as low as 10 percent (IMF & World 

Bank, 2007; The World Bank, 2010c, p. 13). The capital market was also characterized 

by thin trading volume and insignificant turnover (The World Bank, 2006b). In 1996, 

trading activity represented only 3.4 percent of GDP (Vittas, 1999). Tradable 

government debt represented only 22 percent of total debt and 13 percent of GDP. Also, 

the average maturity of tradable securities was only 120 days.  

5.3.2 Financial Sector Reform 

The Bank’s support to the reform of Egypt’s financial sector began in 1991 with the 

Economic Reform and Structural Adjustment Program (ERSAP) (Abu-Bader & Abu-

Qarn, 2008; The World Bank, 2006b). This program sought to achieve macroeconomic 

stability and establish a market economy led by the private sector. The momentum of 

reform, however, languished towards the end of the 1990s (Srinivasan, 2005) and the 

economy slowed down between 2000 and 2003. Many indicators pointed to one fact, 

the country was heading into an economic crisis (Roll, 2010). The annual average of 

economic growth dropped over this period to three percent after reaching five percent 

during the late 1990s (Badreldin & Kalhoefer, 2009, p. 2). Public debt was higher than 

GDP; the value of imports was double that of exports, with the later representing only 

10 percent of GDP. The country relied heavily on three sources of national income: 

tourism, Suez Canal’s revenues, and remittances of workers in the Gulf states.  

The slowdown of economic growth was caused by a sharp decrease in investments 

especially in the private sector. The investment climate was not encouraging, pushing 

Egyptians to invest their savings overseas, and attracting very modest foreign 

investments. Unemployment was also on the rise and inflation rate doubled from 10 

percent in 2003 to 21.7 percent in 2004 (Srinivasan, 2005, pp. 3-4). Such economic 

deterioration fueled the drive to resume reforms. With the appointment of a reformist 

government in July 2004, a serious and comprehensive reform agenda was set to 
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undertake macroeconomic and structural reforms. As per the International Monetary 

Fund (2005): 

The new cabinet quickly established its credentials by implementing a 

number of economic reforms and announcing plans to restructure the 

financial sector and privatize most state enterprises. Since then, work 

has continued at a steady pace.  (p. 5) 

The 2004 domestic initiative for economic reform included a financial reform program 

that was endorsed by the State President in September of the same year (The World 

Bank, 2006b, 2010a). The financial reform program was divided into two phases. The 

first, which was completed between 2005 and 2008 focused on creating a more 

competitive financial market, an efficient banking system, and an environment 

conducive to the participation of the private sector. The second phase was completed 

between 2009 and 2012, with the aims of enhancing financial intermediation and 

expanding access to finance. It emphasized reforms within the non-bank financial 

services (The World Bank, 2010a).  

According to the International Monetary Fund (2005, p. 14), in July 2004 the new 

government announced a five-year financial sector reform plan which sought to 

strengthen the banking sector, reduce the heavy presence of the state, and increase 

private sector participation in the banking and nonbanking financial sector. It included 

the following components: a scheme to resolve the problem of NPLs with public and 

private sector enterprises; reform of nonbank financial sector especially the insurance 

companies; privatization of public small banks; divesting state ownership in joint 

venture banks; setting a deadline of June 2005 for banks to meet a minimum paid up 

capital of LE 500 million, and allowing small public banks and joint ventures to engage 

in mergers and acquisitions to consolidate the banking sector; and establishing a Bank 

Restructuring Unit (BRU) in the Central Bank of Egypt. 

By May 2005 and within one year, the reform program achieved the following: merger 

and/or sale of four joint venture banks, initiation of the privatization process of Bank of 

Alexandria - the fourth largest state-owned bank; establishing Arbitration Committees 

to oversee the resolution of nonperforming loans (NPLs); rescheduling of 26 percent of 
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the private sector’s, NPLs and setting a timeline of 18 months to restructure all NPLs in 

public banks; setting a plan to increase the participation of private sector in the 

insurance sector; and undertaking measures to strengthen mortgage and capital markets 

(ibid., p. 5).  

5.3.3 The World Bank’s Role in the Reform Process 

In 2006, Egypt received the first US$500 million tranche of the financial sector 

development policy loans from the Bank. (DPLs). By 2011, the Bank supported the 

financial sector reform program by US$1.5 billion over three DPLs. The Bank helped 

the Egyptian government to reform its financial institutions and build a more 

competitive and efficient financial sector. The three operations were deemed successful 

by the Bank and other international financial institutions. Poshakwale and Qian (2011) 

found that financial reforms in Egypt have significantly improved the efficiency and 

competitiveness of the banking sector. They also presented evidence on a strong 

positive relationship between the improved efficiency of the financial sector and short-

term economic growth.  

Between 2004 and 2008, the capital market grew notably, and market capitalization 

recorded a remarkable 60 percent of GDP. Non-performing loans (NPLs17) in the 

public banks dropped from 24 per cent in 2004 to 15 percent in 2008. The banking 

sector was consolidated, where the number of banks decreased from 62 in 2003 to 39 in 

2008. Moreover, foreign investment in the banking sector increased significantly, 

controlling 15 Egyptian banks in 2008 up from only five in 2004 (Roll, 2010, pp. 354-

355).  

Table 5.1: Financial Sector Indicators based on Global Competitiveness Index18 

 

17 NPLs are defined as those loans that are in default or on the verge of default (Henry, 1996, p. 39) 
18 Ranking scores are out of 125, 133, 134, 139, and 142 in 2006-2007, 2008-2009 and 2009-2010 

respectively. 
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Years 

Ease of 

access to 

loans 

Venture 

capital 

availability 

Soundness 

of banks 

Financing 

through 

equity 

market 

Financial 

market 

sophistication 

2006-2007 81 87 94 -- -- 

2008-2009 79 46 111 49 95 

2009-2010 44 34 86 22 85 

2010-2011 49 41 61 29 82 

2011-2012 74 41 102 30 92 

Sources: (Klaus, 2011; Porter & Schwab, 2008; Schwab, 2009; Schwab, Porter, & López-Claros, 

2006; Schwab & Sala-i-Martin, 2010) 

 

As illustrated in Table 5.1, Egypt managed to improve several dimensions of the 

financial sector between 2006 and 2010. Overall sophistication and development of the 

financial market was improved in terms of the availability of a wide range of financial 

services. Rankings of Egypt on the Global Competitive Index in terms of financial 

access, venture capital availability, and the equity market rose exponentially. While 

remaining a problematic factor to doing business in Egypt, access to finance enhanced 

significantly between 2006 and 2010 as shown in Figure 5.2. Such impressive 

achievements, however, were compromised by the dramatic events of the 2011 

revolution. For example, the private sector’s access to credit worsened due to crowding 

out from the financially stressed government plus the lack of interest to start 

investments in such uncertain conditions (The World Bank, 2012, p. 6). 

Figure 5.2: Improvement in Access to Finance between 2006 and 2010 
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Chapters six, seven, and eight cover the data analysis and discussion of the above units 

of analysis, respectively. Each chapter tests the four propositions stated in chapter four. 

The data collected present evidence to support or disprove those propositions or provide 

additional explanations.  
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Chapter 6: Secondary Education Enhancement Project 

 

Introduction  

This research seeks to explain why institutional reforms facilitated by the World Bank 

tend to produce mixed outcomes in Egypt. To answer this question and develop my 

argument, I developed an explanatory model composed of four propositions as 

illustrated in chapter four. The model argues that political survival of State incumbents 

is the major factor in the success or failure of reforms. The model also explains how the 

Bank adopts a technocratic approach that relies on best practices and overlooks the local 

context, and particularly the political dimensions of reform. The first unit of analysis I 

am testing my propositions against is the Secondary Education Enhancement Project19, 

which is the subject of this chapter. By examining SEEP, the chapter argues that the 

Bank failed in reforming the sector’s governance because it relied on best-practice 

based reforms that clashed with political survival considerations of the ruling regime.  

6.1 The World Bank and Education Reform  

Over the past century, the autonomy of nations and their control over their strategic 

options has increasingly become more intertwined with international practices and 

norms. Berman (1992) explains the impact of this fact on nations’ efforts to reform their 

education systems: 

Nation-states in the late twentieth century are part of an interdependent 

world system... [For instance,] a network of international and national 

aid agencies linked to and located in the industrialized [or richer] 

nations... [seek] to help... [less industrialized or poorer] nations 

reconceptualize, expand, and reform their educational systems.... the 

 

19 Project number: EGPE50484 
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presence of donor agencies introduces into national educational 

planning and implementation a complex interplay of forces over which 

local policymakers and administrative personnel cannot always 

exercise control and which frequently limit local options. (p. 58 –59) 

Thus, to make sense of the educational reform process, it is crucial to understand the 

role of international actors in shaping education policies of nation-states. McNeely 

(1995, p. 504) argues that international organizations are representatives of the 

international community, and thus, they “define and promote overall world-level 

principles and ideals that used to guide state policy behavior”. He goes on to suggest 

that education policy prescriptions tend to be consistent with those models established 

by international organizations. Similarly, Suárez (2007) emphasizes that quantitative 

studies confirm the influence of international organizations on the diffusion of many 

reforms. Thereby, he argues that “linkages to IGOs [intergovernmental organizations 

such as the World Bank] … matter, because these types of organizations are carriers of 

reforms” … [they] promote and diffuse new ideas in education” (p. 53).  

The Bank is the largest international agency providing loans to the world’s 75 poorest 

nations for development purposes. With an ultimate goal of reducing poverty, the Bank 

supports the delivery of basic social services such as clean water and sanitation, health, 

infrastructure, primary education, as well as institutional reforms (The World Bank, 

2018a, p. 3). In 1963, the Bank started to provide loans and grants to develop the 

education sector in third world countries. Since 1983, the Bank has been the largest 

international development organization that invests in education (Sayed, 2006, p. 2). 

Between 1963 and 2011, the Bank had a total disbursements of over US$69 billion 

distributed amongst more than 1500 projects (The World Bank, 2011c, p. 1). In 201820, 

the Bank’s investment portfolio dedicated for education projects around the world 

amounted to US$ 17 billion. The rationale of investing in education stems from its 

indispensable role in poverty alleviation (The World Bank, 2018b), and economic 

 

20 During the writing of this chapter, the Bank commenced a new education reform project at a total 

value of US$2 billion, including US$500 million loan.  
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development, which relies on the accumulation of physical capital (savings) and human 

capital (workforce) (Sayed, 2006, p. 13). 

6.2 Description of the Unit of Analysis 

The SEEP project started in 1999 and was completed in 2012. The 250-million-dollar 

project was co-financed by the Egyptian government and the Bank, with US$200 

million and US$50 million, respectively. The funding from the Bank was in the form of 

development credits from its subsidiary, the International Development Association 

(IDA). It represents the Bank’s concessional lending arm, providing loans to the poorest 

developing countries in the form of credits at low to no interest, and repayments are 

stretched over 25 to 40 years, including a 5- to 10-year grace period (World Bank 

Group, 2017).  

Project Rationale 

According to the project completion report (The World Bank, 2013b, p. 4), the overall 

objective of this project was to “establish the basis for an equitable education system, 

through quality and opportunity improvement and strengthening of management and 

accountability procedures”. The project attempted to increase the share of students 

enrolled in general secondary schools and giving them the opportunity to continue their 

higher education in universities. The project objectives were in line with the 

government’s priorities embodied in the Secondary Education Reform Program (SERP). 

This program aimed to improve the provision of general and technical education at the 

secondary level for the purpose of making secondary education more equitable and 

responsive to the job market.  

According to the Ministry of Manpower and Migration (MOMM), Egypt’s labor market 

welcomes approximately 715,000 new entrants each year. However, most of these 

young graduates lack the skills required by the job market. Thus, private sector 

employers complained about serious shortages of skilled labor and identified it as a 

major obstacle to doing business and expanding exports to new markets. The SEEP 

sought to address the mismatch between graduates’ skills and the needs of the 

employers. It intended to operationalize the first phases of the SERP program via a mix 
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of interventions at the national as well as school level. Through strengthening 

institutional capacity, the project sought to make secondary education more equitable 

and responsive to the job market.  

Moreover, the project sought to support the goals of the Bank's Country Assistance 

Strategy (CAS) of 1997 and 2006, which stressed the importance of enhancing quality 

of education and creating skilled labor for Egypt’s long-term economic development. 

The project aspired to encourage private sector led growth and increase the 

employability of graduates through the provision of higher quality education at both the 

general and technical secondary schools. Ultimately, the project was expected to have a 

positive impact on poverty alleviation through increasing job opportunities for the poor. 

The project appraisal document highlighted a number of sector issues and strategic 

choices. First, it recognized the unbalanced structure of the secondary schooling system, 

where the system is divided into two tracks: general and technical. The technical 

schools are further divided into four routes: industrial, commercial, tourism, and 

agricultural schools. The number of schools at the time of project preparation was 2,699 

public secondary schools, 1,507 of them were technical schools enrolling around 66 

percent of the secondary school students. Such lack of balance between general and 

technical schooling limited the access of students to the general schools, and thus, post-

secondary education. To address this issue, the government decided to increase the 

number of general schools by converting 315 commercial schools to general ones. With 

this conversion, a balance of 50 percent general to 50 percent technical school 

enrollments could be reached. The selection of the commercial schools was justified by 

the suitability of their facilities for the conversion.  

The second issue was the poor quality and irrelevance of education to the requirements 

of the job market. A significant portion of the technical schools’ curriculum was 

deemed obsolete. Also, a revision of the subjects taught at the general schools was 

needed. Teachers also required professional training because the pedagogical methods 

they were using were out of date. A strategy was formulated by the government under 

the SERP program to tackle this issue. This included the provision of new technologies 

combined with professional training and technical assistance to improve teachers’ 
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content knowledge, teaching methods and skills. The reform program also included the 

introduction of an improved curriculum to better suit the different needs of students.  

The third issue confronting the sector was the inadequacy of the national and local 

monitoring mechanisms of both schools and students. At the national level, this includes 

student examinations and assessments which are solely based on rote memorization 

rather than thinking skills. At the local level, there was a lack of effective quality 

assurance mechanisms to monitor school performance or detect failures. The project 

ruled out any attempt to change school examinations citing potential political and public 

opposition. However, the project aimed to improve local school management and their 

local accountability by supporting community and private sector involvement. Through 

school improvement grants, the project intended to activate the role of parent councils 

and to provide training for them to assume local responsibility. 

The fourth sector issue was the inefficiency in service delivery. The report attributed 

such inefficiency to the highly centralized structure of the education sector compounded 

by an overlapping of functions between agencies. Teachers’ low wages were also 

recognized as a disincentive to good performance. Changes to the civil service structure 

were considered beyond the scope of the project due to its long-term nature. However, 

under the reform program the government intended to address management efficiency 

through the introduction of new auditing procedures and personnel practices. The role 

of the project in this area stopped at providing technical assistance to study management 

practices and the development of personnel policies and job descriptions.  

Accordingly, the project comprised two major components. The first component - with 

a total budget of US$232.6million - focused on improving quality and opportunity 

through school conversion, curriculum redesign, provision of new technologies, and 

professional development of teachers. The second component – US$17.4 million - 

concentrated on strengthening institutional capacity. This included provision of training 

to parent councils to encourage community involvement and reinforce their role in 

ensuring local accountability of schools to service delivery. It also involved the 

provision of school grants, under supervision at the muddiriya (directorate) level, to 

incentivize school-based improvements. Moreover, this component comprised technical 
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assistance to revise management systems and develop new inspection procedures. 

Lastly, training was to be provided to school leaderships on school planning to ensure 

strong administration. 

The agency responsible for the overall execution of the project was the Ministry of 

Education (MoE), while the day-to-day implementation and monitoring was the 

responsibility of the Planning, Programming and Monitoring Unit (PPMU). This unit 

was established in 1996 to manage and coordinate the activities of the Government’s 

Education Enhancement Program (EEP)21 and other donor projects. The director of the 

unit reports directly to the Minister of Education. Supervision of project activities was a 

shared responsibility of both MoE and the Bank. 

Drivers of Change 

It is worth mentioning that the appraisal document, which was written in February 

1999, highlighted the lessons learned from past projects. Among other lessons, the 

document stated the need to ensure ownership by the client and close monitoring of 

performance by the Bank. Moreover, the document claimed that MoE showed political 

will22 and commitment to change. The Minister of Education also demonstrated a 

proactive approach to change which was evident in his briefings about secondary 

education reform in front of the parliament. His written approval and endorsement of 

the strategic framework was considered as evidence on existing political will to 

undertake reform. Furthermore, the document assumed the existence of public interest 

as indicated by the parliament discussions23. 

The document used many examples to prove the existence of local ownership by the 

 

21 Naming the program as enhancement rather than reform reflects the government’s lack of appreciation 

of problem severity and crisis recognition. 

22 It is worth noting that there was no mention of any sort of political endorsement from the State 

President or prime minister. 

23 This very fact sheds doubts on the validity of the political economy analysis conducted by the Bank 

prior to the project. Confusing parliament discussions with public interest is a very clear sign of the 

Bank’s negligence of the Egypt’s political structure and dynamics. Because a parliament that is not 

elected by people can never reflect the actual public sentiment. 
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ministry and the implementing agency. For example, the very fact that the project has 

been considered by the ministry was used as an indicator for local ownership. 

Moreover, there was active involvement by the Egyptian team in discussions with the 

Bank’s team regarding the design and wording of project activities. Additionally, 

several education agencies participated in the preparation for the project and were 

preparing for the implementation. Another example was the emergence of key ministry 

officials as leaders in the education sector. The document described those insiders as 

“reform champions” (The World Bank, 1999). 

Project outcomes 

The ICR (The World Bank, 2013a) rated the outcomes of the two project components as 

modest. It also rated the performance of the three agencies involved - the government, 

the Bank and the implementing agency - as unsatisfactory. Such a disappointing 

outcome begs the question of what went wrong given the promising beginning of the 

project in terms of matching the priorities of both the government and the Bank? How 

did the Bank’s claim regarding the presence of a number of drivers of change not 

translate to a more successful outcome? These are two of the puzzles driving this 

research.  

The project started in 1999 and was envisaged to be completed by 2006. However, due 

to government delays the project was extended four times to close six years later in 

2012. The final cost of the project was US$320.2 million, which is 28 percent higher 

than the initial estimation. This increase was in the school conversion component which 

ended up costing US$318.3 million, 79 percent higher than the envisaged cost. The 

actual cost of the institutional strengthening component, however, was US$1.9 million 

compared to US$17.4 million at the appraisal. The government contributed US$242, 

which is 21 percent higher than its planned share. The ICR does not explain the reasons 

for the higher amounts spent on the school conversion component nor the extremely 

lower spending on the institutional reform component.  

Despite the several closing-date extensions and thirteen years of implementation, only 

two out of the eighteen targets that sought to reform educational processes and school 

management were completed (ICR, 2013. p. 21). The IEG review states that “For most 
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of them, there was no record of progress or effort of any kind” (Egypt - Secondary 

Education Enhancement Project (English), p. 3). Even an aspect as significant as the 

introduction of the new curriculum was not achieved by the close date of the project. 

The ICR (The World Bank, 2013b) blamed the disruptions on resistance by private 

tutors who have vested interests in maintaining the outdated curriculum which suits 

their rote-memorization teaching methods (p. 31). It also blamed the political instability 

ensued by the 2011 popular uprising (p. 29).  

Conversion of schools from commercial to secondary was also suspended by the 

government during the 2003/2004 school year due to public resistance. Out of the 

targeted 315 commercial schools, two hundred and five were converted to general 

schools. This program was the biggest activity of component one, accounting for 

US$199 million out of a total budget of US$250 million. The remaining funds were 

moved to the upgrading of 593 existing general secondary schools. The ICR justified 

the suspension by incomplete social analysis of the conversion. The report attributed the 

resistance to the local communities to the conversion program to the absence of 

awareness and understanding of the rationale behind it. Despite the suspension of the 

school conversions, student enrollments in the general secondary schools reached the 

revised target of 40 percent in 2012. Yet, it was not clear if this could be attributed to 

the project given that the government built more schools and increased the number of 

student placements in the general schools and decreased those of the commercial ones. 

There was, however, a complete achievement of the other objectives related to 

upgrading school facilities and training. The ICR pointed to a study that found weak 

correlation between the upgraded facilities under the project and student achievement 

(The World Bank, 2013a, p. 29). The fact that most of the high school students choose 

humanities rather than science majors contributed to the under-utilization of the 

upgraded facilities, such as laboratories. On the professional development of teachers, 

tens of thousands of teachers received training on the use of new technologies and 

effective teaching methods. There was, however, no evaluation to confirm the 

usefulness of training courses. For the institutional strengthening component, the project 

provided computers for a number of educational institutions to raise their capacity. 
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While 70,000 school principals and deputies were trained on the use of technologies for 

school management purposes, there was no evaluation on the end result.  

In addition, 1,354 Ministry staff were trained on quality monitoring. The ICR claimed 

that such trainings formed the basis for establishing quality assurance units in each 

education directorate across Egypt (The World Bank, 2013a, p. 53). Yet, this was not 

accompanied by the planned activities of developing quality assurance mechanisms. 

Furthermore, 1000 local school boards of trustees sought to strengthen their capacities 

in monitoring education quality but there was no tracking to gauge if those boards were 

performing their duties. Accordingly, the IEG review (Egypt - Secondary Education 

Enhancement Project (English), p. 6) of the ICR could not find any evidence on 

improvements. In the last year of the project, a 2012 Stakeholders’ Workshop identified 

the problem of student absences due to their reliance on private tutoring. The 

persistence of this particular problem sheds doubts on the efficacy of the SEEP project 

as quality of education at the secondary schools continued to deteriorate and was 

deemed dysfunctional by both students and parents alike. 

Likewise, school improvement grants - US$1.65 million – were completely cancelled 

and reallocated to school upgrading because the government refused to disburse the 

money directly to schools. In 2006, a staff memorandum to Bank management 

explained the government’s request to drop school grants from the project due to 

difficulty in tracking funds and implementation “as illustrated by other donors’ pilots in 

the recent past.” (ibid., p. 9). In other words, the project failed to detect such difficulty 

during the design stage as well as to prepare the necessary institutional arrangements for 

the execution of this activity during implementation. The decision to cancel this activity 

took six years, which should have been enough to prepare the required legal and 

institutional setup. 

The ICR highlighted a number of challenges that led to such unsatisfactory outcomes. 

First of all, the appraisal team and sector management were overly ambitious about the 

expected educational change and the government’s ability to enact reforms. This, 

however, clashes with the fact that the project ruled out largescale reforms such as civil 

service reform, teachers’ pay structure, or student examination. Second, despite what 
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the PAD 1999 document claimed about the existence of local ownership and 

commitment to change, two of the main issues identified in the ICR were lack of full 

commitment to project objectives and diligence in implementation on the side of the 

government (ibid., p. 35).  

Third, there was a lack of flexibility in the project design to allow for employing 

alternative activities to achieve project objectives. Project design also lacked great 

details on the reform of quality assurance and management at the central level. Fourth, 

the Bank showed poor supervision and monitoring of project activities and 

performance, partly due to staffing discontinuities in the Bank. Fifth, there was 

insufficient social analysis and public outreach and thus failure to detect public 

resistance to certain project’s activities. Sixth, there were delays in appointing a full-

time project manager until 2006, and frequent changes to ministers of education. 

Finally, there was political instability during the last two years of the project.  

All the above explanations, however, do not fully explain the modest outcomes. This is 

particularly true given the existence of strong drivers of change during the preparation 

stage, such as political will, public interest, government commitment and ownership. I 

would also argue that many of the reasons mentioned could be described as symptoms 

of underlying causes. They fail to tell us what happened to those drivers of change, and 

why they were not sustained throughout the project. More importantly, these are the 

Bank’s conclusions, so they do not reflect the voice of project participants from the 

Egyptian side. Nor do they capture the disparities in political rhetoric and dynamics that 

hindered the achievement of project objectives.  

6.3 Discussion and Data Analysis 

With the chronology now established, the remainder of this chapter examines the 

project outcomes, utilizing interviews, transcripts and evidence from the literature in 

order to test the propositions of the explanatory model.  

Proposition (1): Insufficient Understanding of the Political Context 

P1: The Bank starts its intervention with a weak understanding of the local 

context  
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CP124: The Bank starts its intervention with a strong understanding of the local 

context 

This proposition addresses the Bank’s understanding of the local context. It suggests 

that the Bank failed to use project analysis to guide its intervention due to the exclusive 

focus on economic and technical considerations, while overlooking the political and 

social dimensions of reform. The avoidance of domestic politics was a common practice 

amongst foreign aid agencies until the early 2000s. The limitations of the technical 

approach were later recognized by the Bank and other donors in the 2000s. In 2005, the 

Bank’s independent evaluation branch issued an assessment report on the Bank’s 

operations over ten years. The report acknowledged that foreign aid has become 

increasingly political, where “the best technocratic designs can wither in infertile 

political soil” (The World Bank, 2005b, p. 22). Similarly, the DFID concluded that: 

“donors have become too ahistorical, apolitical, and technocratic in their approach to 

poverty reduction. This is one of the reasons they are not being effective” (Hendrie, 

2003). 

There is ample evidence from the data that supports this hypothesis. Numerous 

indicators from the interviews and project documents indicate that the Bank lacked a 

complete understanding of Egypt’s local context, and the political landscape in 

particular. The first evidence can be seen in the way the Bank starts its projects in 

Egypt. The Bank’s approach in ensuring the existence of political will stopped at 

obtaining the minister’s approval, rather than seeking any sort of endorsement or 

consulting with the ruling political party. The technocratic approach was a recurring 

theme amongst many interviewees. For instance, in interviews with the Vice President 

for the MENA region and the Bank education specialist in Cairo, WP12 and WP2, they 

asserted that the Bank only works with the heads of, and technical teams in the 

counterpart institutions: 

 

24 CP1: counter or alternate proposition 
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When I do projects, I only talk to the minister once or twice. Then I 

have to go and work with a technical team. Those people who will 

remain and this is how we develop a project. (interview, WP12 , 

November 10, 2017) 

In Ministry of Education: we worked with four ministers [a few 

names]. We are dealing with the second team, the technical staff. 

(interview, WP2, August 30, 2017)  

These answers reflect the technical approach the Bank employs, where it only engages 

with technocrats and does not involve politicians. If politicians were engaged early on, 

it would be realistic to expect reforms that are politically feasible to be introduced, 

lessening the possibility of political obstacles during implementation. The answers also 

highlight the insufficiency of analysis the Bank conducts prior to the projects. This lack 

of preparation aggravates the problems which include an incomplete understanding of 

the local context, the power balance, and the significant role of politics in the reform 

process. As established in chapter two, Egypt’s political structure can be described as 

neo-patrimonial, in which the head of the state is the principal political actor (Cook, 

2007, p. 63).  

A notable theme amongst all interviewees – from both the government and the Bank – 

which was supported by the project completion report is the attribution of the 

unsatisfactory project outcomes to the change of ministers during the project’s lifetime. 

All participants from the education sector unanimously pointed to this factor. The 

former project coordinator from the Egyptian government emphasized how the change 

of ministers affects the progress of the project: “Of course, everyone comes with a 

different point of view and that confuses you” (interview, GP9, September 25, 2017). 

Other interviewees concurred: 

Sometimes a change in ministers and the project was the baby of the 

old minister but the new minister is not very much into the project. 

(interview, WP8, September 23, 2017)  

 I envisage this project as incomplete one. Because every new minist er 

comes with a plan to erase what his predecessor has done. The ministry 
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chair [office] has a poor memory. (interview, GP6, September 18, 

2017) 

We might start a project with a ministry and have an agreement with a 

minister, then the government gets changed and the new minister does 

not agree to the project. This happens quiet often. So it’s mainly 

individuals or institutions, and the individuals are running the 

institutions. (interview, WP12, November 10, 2017)  

Lack of commitment can be due to change of ministers. When there is 

change of ministers, change of policy leaders, and there is lack of 

ownership of old design of the project, then there is no commitment 

because the new minister wasn’t involved in the project design. 

(interview, WP2, August 30, 2017)  

These quotations emphasize the importance of receiving the support from the political 

leadership. However, not only the change of ministers affects the government’s 

commitment to the reform but also the Bank’s dominant approach to the designing of 

the project is also a major factor. One of the participants from the Bank described how 

the low level of government’s engagement in the designing process affects its 

commitment during the implementation phase. 

There are many reasons why this could happen. Sometimes, the project 

was originally prepared with no enough engagement from the ministry. 

And eventually they found a project in front of them that they did not 

really own it at the preparation stage . (interview, WP8, September 23, 

2017) 

Other interviewees from both the government and the Bank suggested that reform only 

takes place when it is backed by the State President: 

The current minister has received authorization from the President. 

The previous ministers did not have such authorization. They were 

even reluctant to accept the position in the first place. They had shaky 

hands. (interview, GP4, September 14, 2017)  
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In a response to a question about the lack of action from the ministry of education to 

pave the way for the project activities and remove the institutional impediments, a 

current consultant to the minister and former Bank officer disclosed that: 

Even the ministry cannot do anything. It depends on the minister’s 

relationship with the prime minister, and the prime minister’s 

relationship with the President. Everything can only be done by orders 

from the very top. (interview, GWP7, September 19, 2017) 

Despite that the academic literature – as established in chapter two - acknowledges the 

undisputed dominance of the country’s presidency over local politics and state 

functions, there was not any engagement of the Bank’s senior levels with the President 

nor did it seek the endorsement of his political party. All strategic interactions between 

the Bank and the government were lacking such vital political component from the very 

start.  

Another aspect that reflects the Bank’s weak familiarity with the local context is the 

inability to identify and map interest groups in the education sector. For example, when 

I asked the Bank’s education specialist in Cairo’s office if s/he could name any of the 

interest groups, s/he replied: 

We don’t have enough info about the interest groups in the education 

sector … We don’t know and this is why in the new project, we are 

going to do stakeholder analysis and we are going to do citizen 

engagement, to know who stands to lose and who stands to win and 

how we are going to explain to those who think they are going to lose 

that there are other ways to learn. I’m recognizing this as a challenge 

because we haven’t done the analysis yet. (interview, WP2, August 30, 

2017) 

Another theme amongst the interviewees from the Bank is that the Bank tries to support 

the incumbent government through assisting its investment portfolio. Two participants 

from the Bank on the country and regional levels asserted the fact that the Bank 

supports the government policies. The Bank’s education specialist stated that clearly: 

“We are supporting the government program” (interview, WP2, August 30, 2017). In 
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another interview with the Vice President of the Bank for MENA countries, WP12, he 

confirmed that the Bank does not use conditionality to enforce reforms. But rather it 

only supports government projects and investments in public services: 

Our general approach in Egypt: we ask the government what can we 

help you, but we don’t agree to everything they [ask]. They have lots 

of projects. We finance one to one and half billion a year. We pick the 

projects we will finance, not all of their investment program. So we 

choose the projects we are going to finance and also help developing 

those projects. (interview, WP12, November 10, 2017)  

These two statements accord with further evidence from the literature on education 

reform. In an interview by Ginsburg et al. (2010, p. 16), a former senior employee at the 

Bank in Cairo stated that “… the World Bank projects are more focused on what the 

Government would like to see …”. Accordingly, it could be understood that if the broad 

objectives of the country’s investment program are in line with the partnership 

agreement and the Bank’s goals, there is a high likelihood that the Bank would provide 

its assistance. This broad approval to development projects could result in less attention 

to the sector peculiarities, and thus, failing to know in advance if certain reforms are 

applicable and/or effective.  

It is indicative here that the Bank supported a government policy that was based on a 

path dependent approach. In other words, the objective to expand capacities of 

secondary schools to enroll more students was trying to fix a symptom of a wrong 

government policy that was already abolished in the 1980s. The 1962 policy that 

guaranteed public jobs for the university graduates had led to a massive increase in 

student enrollments which outpaced the system capacity. From that time, government 

spending in the education sector was on the quantity dimensions rather than quality (El 

Beblawi, 2008, p. 28). This is indicative in the Global Competitiveness Reports. The 

latest report of 2017-2018 shows that Egypt ranked 84th on the Secondary education 

enrollment rate gross of 86.1 percent. On the other hand, Egypt’s rank on the quality of 

the secondary education system is 130th amongst 137 countries (Schwab, 2017, p. 111). 

This large gap reveals the existing disparity between investing in quantity over quality.  
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Moreover, the problem of low absorptive capacity of general secondary schools was in 

part due to a wrong policy that marginalized technical education. Thus, the policy to 

augment the capacity of general schools at the expense of technical schools would 

compound the unemployment problem and hinder a private sector led economy, which 

was already suffering from significant shortage in skilled labor. It is a problem that has 

been long recognized by the Egyptian government. In 1967, a Ministerial Committee 

for Manpower evaluated the country’s education policy and stated that: "the expansion 

of education in Egypt has been carried out in a quantitative direction without paying due 

attention to the qualitative needs which are required for social and economic 

development" (Madkour, 1979, p. 42). A policy that had caused a significant shortage in 

skilled workers: 

The shortage of semi-skilled workers was estimated at 434,000 in 1970 

and 500,000 in 1975, and is expected to rise to some 656,000 in 1980. 

The shortage of skilled workers was estimated at 139,000 in 1970, 

267,000 in 1975, and is expected to rise to some 759,000 in 1980. The 

shortage of technicians was estimated at 213,000 in 1970, 263,000 in 

1975, and is expected to rise to about 373,000 in 1980. ( ibid., p. 42) 

Madkour went on to emphasize that such shortage is attributed to the fact that the vast 

majority of students favor general secondary schools over the technical track. The 

general secondary track is seen as more prestigious as it leads to admission into 

universities opposite to the technical track which is considered as a dead end. He 

presented the following data from 1974 to support his argument:  

48 per cent of students were enrolled in general secondary schools. Of 

the 52 per cent of students enrolled in technical schools, 14.1 per cent 

were in industrial schools, 5.9 per cent in agricultural schools and 32 

per cent in commercial schools. ( ibid., p. 42) 

The negligence of the vocational training continued for decades until skilled technicians 

became a scarce asset (Richards, 1992). Indeed, the share of young adults enrolled in 

technical schools fell to 40 percent (OECD, 2015b, p. 52), or even 37 percent according 

to Elbadawy (2015). On the other hand, the proportion of students enrolled in the 
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general track increased from 30 percent to 43 percent between 1999 and 2012 (Egypt - 

Secondary Education Enhancement Project (English)).  

More importantly, in its update reports on the country’s economic growth, the Bank 

itself urged Egypt to alter its bias towards higher education (Dixon, 2010, p. 41). In a 

development policy review, the Bank acknowledged the social stigma associated with 

the deteriorated technical secondary schools and that graduates of technical schools lack 

marketable skills (The World Bank, 2008a, p. 54). Another working paper partially 

funded by the Bank highlighted the “consensus that Egypt’s education system failed to 

match the growing needs of an emerging industrial society” (El Beblawi, 2008, p. 29). 

Even during project implementation, the Bank issued a review of the education sector in 

Egypt. The review highlighted a huge disparity in returns between the academic and 

technical secondary tracks. While the rate of return to the academic graduates was at 

6.25 per cent, the rate of return for the technical graduates was zero or even negative. 

Likewise, unemployment rate amongst the technical graduates was much higher than 

their peers in the general or academic track (The World Bank, 2002a, p. 29).  

Furthermore, the MoE itself acknowledged that the training quality in the technical 

schools “is of questionable quality and many students do not appear to learn the trades 

for which they are being trained” (MOE, 2003). Therefore, it is of no surprise to find 

that returns to technical secondary schools continued to diminish significantly between 

1988 to 2006 to hit a negative level of minus three percent in 2009 (Krafft, 2018). The 

SEEP project was, thus, a part of the constant marginalization of the technical 

education. The continuous deterioration of technical schooling has led the government 

to emphasize the importance of reforming technical education. In November 2018, the 

government decided to change the name of the Ministry of Education to the Ministry of 

Education and Technical Education.   

It is worth mentioning that commercial schools only teach students basic administrative 

skills. Enrollment in these schools serve social functions more than education purposes. 

Females in the rural areas join commercial schools for an easy diploma that help them 
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get married25. Plus, the skills taught at the general secondary schools are meant to 

prepare students to continue their education in universities rather than to join the labor 

market. Moreover, a large body of research has proven that unemployment is highest 

amongst university level graduates (Assaad, 2007; Assaad & Barsoum, 2009; Ghafar, 

2016; Krafft & Assaad, 2015). Despite that, the government continued to expand the 

general secondary school track. Between 1998 and 2012, the number of university 

graduates almost doubled from 13 to 23 percent in 2012 (Elbadawy, 2015). 

Surprisingly, one of the participants, who is a current government consultant and former 

Bank officer, concurred with this conclusion. He criticized the way education policies 

had been formulated: 

Actually, the initial goal was to convert commercial schools into 

industrial ones, and lower the share of the general secondary school 

student to mitigate the pressure on universities. The goal was not to 

create technical cadre to upheld the country on the industrial level.   It 

was some sort of clowning around. They don’t look five meters ahead. 

(interview, GWP7, September 19, 2017) 

This statement accords with what Richards (1992) reported about the government’s 

policy to reduce the number of university students in the 1990s. Another participant, 

who was one of the SEEP project directors from the government agreed with the above 

statement and implied that the project was established on an incorrect foundation. She 

confirmed that there was a problem with the available universities and thereby questions 

the very objective of the project in terms of increasing the share of the general 

secondary schooling: “Every Egyptian house has a problem with the secondary 

education. But in fact, the problem is the lack of universities” (interview, GP9, 

September 25, 2017). 

Ironically, the very goal of increasing the share of general secondary students 

contradicted the Bank’s recommendation to the government of Egypt during the 

 

25 Men in rural areas are more inclined to marry women who are literate, so any low level of 

education would be sufficient for this purpose. 
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lifetime of the project. It appeared that the Bank was in fact advising the government to 

limit enrollments in higher education to twenty percent. A 2002 appraisal report of 

another higher education project stated that the Bank refrained itself from financing any 

activities that would expand access to higher education (The World Bank, 2002c, p. 7).  

Accordingly, the right policy should have been to invest in improving the quality of 

technical schooling. Indeed, a genuine reform effort could have substantially increased 

the current below zero returns for graduates of the technical schools. This could have 

been achieved by converting the ineffective commercial schools into specialized 

industrial rather than general schools. According to the Global Competitiveness Report 

for 2006-2007, Egypt ranked 57 on tertiary enrollment and 79th amongst 125 countries 

on the local availability of specialized training services (Schwab et al., 2006, p. 211). 

This indicates that investing in technical education was an area in more need of reform 

and investment than the secondary education that prepares students for joining higher 

education institutes. By 2018, Egypt scored very low on workforce training, making it 

the third worst country in the world. After consistent negligence, technical education 

continued to deteriorate until Egypt’s ranking on the quality of vocational training 

indicator dropped to 135th out of 137 countries with a score of 2.8 out of 7 (Schwab, 

2017, p. 111). The Global Competitiveness Report of 2018 shows similar ratings, where 

Egypt ranks 136th out of 140 countries with 3 out of 7 on the same indicator (Schwab, 

2018, p. 205).  

Another example of the Bank’s support for the government policy without proper 

understanding of the context was manifested in the school conversion component. I 

asked the first SEEP director how and by who the public resistance to this component 

was expressed. She revealed that: 

It was the local councils. It was a surprise for me. Because  I thought 

people wanted to send their children to Thanwia Amma [general 

secondary schools]. All my academic work for ten years I used to 

understand that those people will be full of joy when they see their 

children in the Thanawia Amma. (interview, GP6, September 18, 2017) 
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Eventually, the Bank realized that such intervention was based on assumptions rather 

than strong evidence. This again emphasizes the argument that project analyses were 

either insufficient or not utilized in guiding the Bank’s intervention. This is repeatedly 

stated in the Bank’s own completion report (The World Bank, 2013a): 

The PAD presents a weak rationale for supporting the reform program 

target of 50% technical enrollment and 50% general enrollment in 

secondary education. That rationale is based largely on assertions and 

assumptions, rather than on evidence. (p. 19)  

This sheds doubt on the feasibility of these analyses in the first place. If the Bank is 

only going to support the country’s existing policies, what is the feasibility of 

conducting those analyses then, other than for pure bureaucratic reasons. It could also 

be gleaned from the aforementioned answer of the Bank’s Vice President (WP12) that 

the Bank has an annual investment package for the country, and thus, there is an urge to 

disseminate the money without conditions. Moreover, a number of informants reported 

that Bank project evaluation teams pushed for the dissemination of project funds. In an 

interview with the Egyptian project coordinator during the first few years of the project, 

s/he repeatedly highlighted the issue of disbursement of project funds that: 

The other thing that they made a comment about was that you are not 

disbursing. And the project director was frugal. It was a loan, not for 

anybody to come get some money. (interview, GP9, September 25, 

2017) 

When asked about the role of the Bank agents and the reasoning behind the suspension 

of the school grant program, s/he answered: 

Following up and evaluation, but most importantly have you disbursed 

or not? That what made a component satisfactory or unsatisfactory … 

As I said, the problem was that the Bank wanted you to disburse and 

the project director was worried about the money because it was a loan 

and afraid of corruption. (interview, GP9) 
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This insight about the Bank’s focus on aid disbursement as an output measure is 

supported by many observers (Edgren, 1996; Mosley, Harrigan, & Toye, 1995). Dollar 

and Pritchett (1998, p. 6) described the tendency of international development 

organizations to focus on aid disbursement as an "approval and disbursement culture". 

They affirmed that such “disbursement-driven dynamics” have led the staff of these 

development agencies to be “approval-focused rather than result-focused” (ibid., p. 13). 

Thereby, the urge to disburse the funds could contribute to the acceleration of the 

preparation phase and thus inability to understand the local context and the dynamics of 

certain sectors. It could also lead to the selection and design of project activities without 

paying attention to necessary details or the peculiarity of the context.  

Therefore, it might have been more effective use of aid to invest in other dimensions of 

education reform. For instance, upgrading the technical schools and training its teachers 

is an area of dire need of support. Such an investment would have had a much bigger 

impact in terms of improving the skills of the technical school graduates, and thus, 

helping an economy suffering from shortage of skilled labors. Equally important, this 

investment should have reduced the inequality between the graduates of the general and 

technical secondary schools. Many international organizations recommend the 

rehabilitation of the vocational education in Egypt. For example, the OECD and World 

Bank (2010, p. 202) suggested that Egypt needs to dedicate more resources to uplift the 

low status and quality of technical education: 

It will be important for Egypt to reinvigorate rather than continue to 

neglect technical and vocational education, to raise its status and 

quality, and to provide incentives for greater numbers of students to 

participate. (p. 202) 

The last example from the project documents that indicates the insufficiency of the 

analysis upon which the project was designed is the fact that the appraisal failed to 

recognize the state’s determination to control the education sector. For example, there is 

no mention of the local political struggle between the regime and the opposition. In 

particular, there is no mention of how the ruling regime seeks to maintain total capture 

of the state, including the central control over the education sector. Likewise, there is no 



 
154 

mention of the dominance of the security apparatus over the education institutions and 

how that constitutes a threat for any reforms of democratic nature such as 

decentralization or the promotion of community participation in the education process.  

It is worth noting that the appraisal document included separate assessments for the 

economic, financial, technical, social, and even environmental aspects. Yet, it did not 

include a stand-alone analysis of the political threats to project goals. In a document of 

ninety-seven pages, the word ‘political’ is only mentioned nine times. Three of them are 

used in the context of confirming the existence of political will towards change, 

whereas in the context of potential risks to project goals, the word is only mentioned 

once in an abstract form. The rest are mentioned briefly the reasoning for not 

considering alternative activities, which included political sensitivity considerations.  

When a Bank’s education specialist was asked about the role of the Bank officers in 

Egypt’s education sector, the answer was entirely focused on the technical dimension:  

We have delivered technical pieces. we had several sessions with the 

ministry to identify strategic interventions. So we do provide a mix of 

technical support and capacity building, knowledge, opportunities for 

the ministry to participate in workshops, conferences, or trainings. 

Technical assistance, we have provided certain analytical pieces, such 

as Systematic Approach for better Education Results Report. We did 

workforce development, teachers, and student assessment over the past 

few years. (interview, WP2, August 30, 2017)  

Furthermore, many statements in the ICR (The World Bank, 2013a) point to the 

conclusion that the appraisal of the SEEP project was of little value to project design 

and implementation. The PAD document which justifies project activities was heavily 

based on technical and financial analysis. The ICR frequently affirms that project 

design and components lacked thorough preparation and analysis. This was evident in 

the “failure to detect the constraints that led to suspension of school conversion and 

school grants” (p. 19). The report sums up these issues as follows: 

There were several deficiencies in project preparation and design, 

some of which could have been detected at the time of preparation 
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while others became apparent in the course of implementation. These 

include: inconsistent and inaccurate presentation of the project 

development objective, weak rationale for the school conversion 

component, incomplete social analysis and public awareness outreach, 

incomplete preparation of the school grant activity, and lack of a 

baseline for evaluation of development outcomes. (p. 12)  

Finally, a number of interviewees agreed that the project goals and activities were vague 

which led to difficulties in implementation. When I asked the Egyptian project director 

in the second phase of the project about the institutional reform component, he 

decisively replied: “First of all, the project was not clear nor the activities. What is 

strengthening institutional capacity supposed to mean?!” (interview, GP4, September 

14, 2017).  

To sum it up, the answers of five out of the five research participants from the education 

sector supported the proposition that the Bank start its intervention without sufficient 

understanding of the local context. Evidence from the project documents also support 

the proposition. The lack of understanding of the local context was manifested in many 

themes, including: no political analysis or involvement of politicians; working with 

technocrats and technical staff only; and inability to identify interest groups. Other 

potential reasons highlighted include supporting government policies and programs 

without due policy analysis; and stressing the need to disburse allocated funds. 

This evidence conforms with a body of evidence in the literature on foreign aid 

ineffectiveness. In his book about the limitations of institutional reforms facilitated by 

international development organizations, Andrews (2013, p. 56) emphasizes that 

“external reformers commonly overlook context”. He goes on to add that “Contextual 

factors are seldom defined, detailed, or deciphered.” (p. 58). Chief among those factors 

is political conditions. Wild et al. (2015, p. 27) argue that “Understanding the political 

environment is necessary to grasp what might be politically feasible.” 

Proposition (2): Isomorphic Mimicry  

P2: The Bank promotes universal best practice-based reforms 
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CP2: The Bank facilitates locally tailored reforms 

This proposition suggests that the Bank introduces best practices that are in fact the 

prevailing systems in the advanced western nations. The language adopted by the Bank 

reports reveals the best practice approach. In its report - Learning for All – the The 

World Bank (2011c) acknowledges clearly its use of the best practices approach in 

helping countries enhance the management of their education systems. For instance, the 

Bank uses a systematic approach26 to evaluate countries’ education systems to guide its 

policy recommendations for effective reforms.  

 The approach assesses a country’s institutional capacity and policies 

related to specific dimensions of its education system; diagnoses its 

strengths and weaknesses against global standards, best practices … (p. 

61) 

The World Bank Group will continue to help countries improve their 

education management and information systems (EMIS) as a tool for 

management and planning. The World Bank Group wil l identify best 

practices for country EMIS, produce best practice guidelines, and 

develop appropriate training modules for users. (p. 97)  

The use of the best practice approach by the Bank has been criticized in the education 

literature. The key problem with this approach is that it works against “the 

contextualization that has been emphasized as being necessary in most studies of 

education outcomes” (Riddell & Niño-Zarazúa, 2016, p. 31). In a critique of the World 

Bank’s 2020 Education Strategy, Samoff (2012) disapproves the Bank’s deployment of 

the best practice approach in improving the education sector: 

The World Bank seeks to improve education by identifying and 

replicating global education best practices. In practice, h owever, 

education and at its core the learning process are fundamentally local, 

interactive, contextually contingent, negotiated, and continually 

 

26 The Systems Approach for Better Education Results (SABER) 
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changing. That search for near-universal truths and decontextualized 

recommendations reinforces the inclination to retain unchanged, rather 

than look inside, the education black box. (p. 119)  

As stated in the project description, one of the major project activities designed to 

strengthen institutional capacity at the school level through increasing community 

participation and the involvement of private sector. It also involved the promotion of 

local responsibility through the activation of the role of school councils. Grants were to 

be disbursed to single schools for the purpose of training parents on school 

administration. These activities are basically what the literature refers to as the school-

based management (SBM) model. SBM is the decentralization of authority and decision 

making to the school level (Caldwell, 2005). 

This is not to suggest that recommending and funding activities that encourage 

community participation is wrong. However, it is a practice that does not seem to fit the 

local context and clashes with existing political and institutional barriers. Hammad 

(2013) studied the decentralization of education, and particularly the attempted adoption 

of School-Based Management (SBM) in Egypt. He argued that the failure of 

implementing this education model can be attributed to its mismatch with existing 

organizational conditions, weak local management capacities, and the prevailing 

cultural norms such as nepotism.  

This goes back to the fact that SBM emerged in the English-speaking world to 

“decentralize and democratize educational policymaking” (Malen & Ogawa, 1988, p. 

251). This raises questions about its fitment to the Egyptian context, where the state 

strives to maintain a tight grip on the education process. Indeed, the Bank’s report - 

Making Schools Work – acknowledges that the well-known cases of SBM cases started 

in the democratic high-income western nations. It was first introduced in Australia in 

1966, followed by the United States, Great Britain, and New Zealand in 1988 (Bruns, 

Filmer, & Patrinos, 2011, pp. 99-102). Similarly, Patrinos, Barrera-Osorio, and Fasih 

(2009, p. 104) found that countries that lack well-established democracies only 

managed to experiment with limited forms of SBM. This proves that such reform was 

missing an enabling context and the required content, democratic framework in this 
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case. 

In an interview with an Egyptian staff member working on the education projects at the 

Bank office in Egypt, s/he confirmed the fact that the best practice approach guides the 

Bank’s recommendations to the Egyptian officials: 

Sometimes the recommendations we make are in consultation, 

sometimes people may disagree to. But they are evidence based, and 

they are based on international good practice. And we always say the 

caveat: it’s not a silver bullet. This needs to be adapted to the local 

context. (interview, WP2, August 30, 2017) 

This statement acknowledges the importance of adapting to the local situation. It also 

reveals the skewed dynamic of the consultation process between the Bank and the 

counterpart institution in Egypt. It is worth noting here the reform sequence this Bank 

agent reveals. It indicates that the Bank’s approach is to promote a practice first on the 

assumption that the government will be able to adapt it to the local context. This finding 

comes in line with Andrews (2013) conclusion that external reformers operate on “the 

assumption is that superior externally sourced solutions will eventually prevail if local 

leaders allow them to” (p. 57).  

To put it differently, the Bank starts by proposing a best practice then calls upon the 

counterpart government to ensure its adaptation to the country’s context. Whereas the 

SEEP implementation reveals that those reform processes are bound to fail. A clear 

example here is the school grant program which was cancelled due to lack of pre-

requisite institutional arrangements. Thus, a realistic approach would have started with 

an assessment of the local context followed by customizing reforms to fit such 

environment.  

I interviewed another Bank staff member who has been working in the Bank’s office in 

Egypt for slightly over a year. This participant started many of the answers with a 

reminder that s/he lacks a holistic understanding of Egypt’s context. Despite that fact, 

when s/he was asked about the reforms of the education sector in Egypt, s/he pointed to 

the problem of centralization, suggesting that decentralization is the solution. When 
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asked about the Bank’s interventions in the education sector, s/he answered:  

On education, my proposition is linked to the difference of 

performance between centralized and decentralized education systems. 

That’s my hypothesis. The more centralized the system for such a large 

population, the less easy it is to perform. And the  Egyptian education 

system is very centralized. (interview, WP10, September 28, 2017)  

This was the experience of the SEEP project coordinator when asked whether the Bank 

agents consulted the local stakeholders or dictated certain project activities: 

 Yes, and it did require leverage from the project director and the two 

directors were able to stop them and say no for some activities … and 

communicating to them that you do not know what our capacities are, 

our circumstances and culture. For example, the lack  of awareness led 

people to resist. (interview, GP9, September 25, 2017)  

It is obvious from this answer that the Egyptian team found the Bank agents to lack 

understanding of the local context. What is worth noting here is the fact that the lack of 

knowledge of the local context did not stop the Bank agents, such as informant WP10, 

from proposing reforms which the Egyptian team found to be inconsistent. Another 

interviewee expanded on this theme by describing how one project activity was 

designed with total disregard to salient constraints. I asked the Egyptian project director 

about the school grant component which was superseded. He answered: 

Basically because schools lacked the qualified staff to manage that 

money. So the money was going to end up being spent for purposes 

other than what it was allocated for. And for that reason, all schools 

refrain themselves from any money management tasks and ask the 

Idara (school district) to undertake them. Because you need at least an 

accountant and procurement unit in the school and that does not exist. 

(interview, GP4, September 14, 2017)  
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Another former Bank officer pointed to additional institutional barriers that contributed 

to the failure of this component. He reveals the missing content in terms of the 

legislative arrangements upon which the money could be spent by schools: 

That component failed because of the ugly financial procedures due to 

which everybody will end up in prison. We visited the schools, and 

every superintendent would tell you on what basis can I buy these 

things. Do you want me to buy a stove and end up in prison?! 

(interview, GWP7, September 19, 2017) 

These answers imply a link between the lack of understanding of the institutional 

setting and the adoption of the best practices. In other words, despite the fact that the 

Bank had failed to realize the prevailing barriers, that did not stop it from proposing an 

activity based on a best practice approach. Had the Bank been fully aware of the 

existing constraints to certain practices, it would have only been realistic to expect 

policy reforms more consistent with such conditions.  

Another example of the Bank’s promotion of best practices which mismatch the local 

context is the community participation component. The Bank supported an endeavor to 

strengthen the role of local communities through school councils. This is despite the 

fact that any effort of this sort is undermined by the regime given its fear that activity of 

this nature would provide an avenue for the opposition groups to influence the 

education process. This observation was captured by one participant in an interview 

with the Loveluck (2012a):  

The Mubarak-era government had restricted efforts by teachers to 

organize into professional unions, and, despite talking about 

decentralization and the involvement of civil society, had not been 

willing to allow NGOs and other service providers an equal place at 

the table. Rather, the state security apparatus had penetrated the 

ministry right down to the level of individual schools – something 

rarely taken into consideration in policy advice from international 

organizations. (p. 6) 
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One interviewee elaborated about the promotion of community participation as a project 

activity, the stated that: 

People do not have the willingness to participate. No one has the time 

or availability to monitor schools. The same with businessmen . No 

business owner would leave his business to attend a meeting at a 

school. (interview, GP4, September 14, 2017)  

This note about the absent participation of the civil society comes in line with a large 

body of literature on the erosion of the civic culture amongst the Egyptian population. 

According to Sayed (2006):  

Egyptians have been passive actors in the nation’s political life and 

their lives (education, career selection, economic activities, and social 

mobility) have been controlled by a paternalistic and authoritarian 

state whose head of state has often described himself as the father of 

the nation. (p. 127–128) 

Further evidence on the use of best practices by the Bank come from the project 

completion report. The ICR (The World Bank, 2013a) states that the new curriculum 

was developed in line with universal best practices:  

The new common core curriculum framework which was developed 

under the project was reviewed and found consistent with the 

Government’s objectives and with international best prac tice. (p .24) 

The obvious reference to the best practices above confirms the centrality of such 

approach to the Bank’s education projects. The problem with the best practice approach 

is most manifested when ignoring the context in which these reforms succeeded. Gillies 

(2010) and Samoff, Dembélé, and Sebatane (2011) argue that before development 

agencies attempt to replicate certain reforms as best practices, they must seek to 

understand the context in which they succeeded. In summary, the answers of four out of 

five interviewees lend support to the proposition that the Bank employed the best 

practice approach. The Bank’s project reports also indicate the same fact. Accordingly, 
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data from interviews and documents support the original proposition and reject the 

alternative hypothesis.  

Proposition (3): Political Survival  

P3: Political survival is the key determinant for whether reforms executed 

CP3: Public interest is the key determinant for whether reforms executed 

This proposition suggests that the Egyptian government undertakes or blocks reforms 

based on the perceived impact on the political survival of the ruling regime. In other 

words, the government only moves forward with those reforms that benefit the survival 

of the regime while blocking other reforms that threaten the regime survival. Part of the 

political survival proposition entails that those regimes that are concerned about their 

survival would ideally look for short-term achievements to support their legitimacy. 

This is compounded by the fact that both donors and incumbent governments are 

generally driven by the desire to see demonstrable results in the short-term (Niño-

Zarazúa, 2016, p. 7). For this reason, institutional reforms of the education sector are 

not ideal because of their long-term nature. An interviewee from the Bank attested to 

this fact: 

But I cannot say people [ the government] did not want to reform 

education. Like any government, they are always faced with trade -offs. 

Any government usually focuses on the immediate term and sometimes 

they give less priority to the medium term. (interview, WP8, 

September 23, 2017) 

There is a substantial body of literature emphasizing that security concerns are the 

actual motives as well as inhibitors of reforms in the education sector. Indeed, 

according to Dixon (2010), the 1990s sector reform were triggered by the rising 

Islamism and the threats it constituted to the regime survival. And thus, the state 

focused on re-designing the curriculum, moving of Islamist teachers to administrative 

jobs (Sayed, 2006, p. 35). He inferred that “state's security concern becomes one over 

its very legitimacy before the public” (p. 47). Similarly, Hammad (2013) emphasizes 
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that security reasons have been amongst the key reasons for the government’s 

reluctance to decentralize the education sector. Hence, reforms are put on hold unless 

the regime perceives education to constitute a potential threat for its survival. In this 

case, the regime considers education reform as a matter of national security. However, 

the nature of these reforms are not the typical strategies that bring about better 

education process and outcomes, instead they are disguised security measures.  

Many interviews’ answers pointed to the significance of political survival 

considerations in project outcomes. One participant implicitly noted how the survival 

strategy of the former and current political regimes shaped the reform of the education 

sector: 

During Mubarak regime, we were talking about education as a national 

security matter. But now, they are moving towards privatization, 

whoever wants education has to pay for it. (interview, GP6, September 

18, 2017) 

The survival strategy of the former regime was a combination of resource distribution 

or subsidized public services (Zimmermann, 2017) and security measures. On the other 

hand, the current regime heavily relies on the security apparatus and oppressive use of 

force. Such strategy allowed for abandoning the distribution strategy, and the embracing 

of neo-liberal market policies.  

Likewise, Ginsburg et al. (2010) stress that national security pretexts have been 

frequently used by the state to justify its reluctance towards decentralization in general 

and community participation in the education process in particular. They state that: 

Undoubtedly, one of several factors contributing to the Egyptian 

government’s cautionary approach to decentralization and community 

participation during this [the late 1980s and earl y 1990s] period was its 

continuing conflict and competition with some radical Islamist groups. 

(p. 7) 

In 2008 interviews with U.S. AID staff members who worked in Egypt during the 

1990s, “decentralization in many of the policies couldn’t happen without touching that 
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issue”, referring to the struggle by the political Islamists against the regime (p. 14). 

Another Egyptian interviewee from U.S. AID explicitly described the state’s position 

on decentralization as follows: 

 There was always this orientation to never empower the community 

and never empower parents... And he [the Minister of Education] 

would say, ‘How can I make sure that the board of trustees doesn’t get 

hijacked by the [radical Islamists]?’... He was always saying that ‘I am 

the one who fought terrorism. I am the one who fought the [violent and 

non-violent radical Islamist]. I stuck my neck out . (p. 14) 

Indeed, a prominent government official who worked for many decades with both the 

Bank and the U.S. AID pointed out to the same fact about how the national security 

considerations was in the center of his priorities: 

The Minister of Education hated the Islamists very much … and Minia 

governorate got out of his control. They also threatened him in Fayum 

governorate as well. He was resisting that. But he failed in some places 

of course. (interview, GWP7, September 19, 2017) 

Security concerns are not only limited to decentralization and community participation. 

They in fact apply to curriculum content and development as well. In an interview with 

an employee in the ministry of education who was responsible for the SEEP in its last 

few years, I asked him about the reason the new curriculum was not adopted despite 

that it was successfully developed by the project. He answered:  

I was told by the director of the project that the curriculum was not 

adopted due to instructions received from the State Security Agency. 

The curriculum was developed and completed but why it stopped, they 

said it is a political decision or an authoritative decision27. (interview, 

GP4, September 14, 2017) 

 

27 The State Security Agency is a powerful subsidiary of the Ministry of Interior. This entity is the main 

arm used by the regime for central surveillance of all institutions. It has been involved for decades in the 

suppression of political parties and human rights violations including torture. 
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Similarly, one of the ICR’s findings concluded that Egypt’s political struggle was 

expected to be a threat to the implementation of the new curriculum (The World Bank, 

2013a, p. 31). I followed up with a question about the private tutors and the resistance 

they showed to the new curriculum, as claimed by the ICR (ibid., p. 31). He replied: 

“Mind all of that. They have to justify it. They will not say a political decision.” The 

development of a curriculum without adoption for political reasons resembles reforms 

that were left as forms due to political survival considerations. When he was asked to 

describe the political will during the project, he affirmatively stated:  

None. It was not there. The education process was not in his head 28 at 

all. They would tell you we got a loan and will spend it on school 

upgrading. It did not make any difference whether there were  any 

results. Nobody asks about the outcomes of the education process, 

what results, the objective was accomplished or not. Nobody asks 

about any of that. (interview, GP4)  

Moreover, reform of the education sector involves overhauling the country’s 

bureaucracy which comprises the civil servants, an important base of constituents for 

the regime. Therefore, in its report on education in Egypt, Loveluck (2012a, p. 5) 

explained the absence of political will: “effective reforms have been elusive, perhaps 

because of a lack of political will in the face of the daunting and long-term nature of the 

challenge.” Two interviewees from the Bank concurred with this view:  

A big part of the problems in education projects is related to 

legislative issues or jurisdiction issues that are beyond the education 

sector. Cadre of teachers is beyond education, funding, salaries, 

absenteeism. It’s civil administration. We have a policy dialogue with 

ministers. And this is what the minister is saying as well. We are not in 

disconnect. (interview, WP2, September 17, 2017)  

The teachers’ absenteeism in Egypt. If a teacher is absent, what can the 

superintendent do, not much! He is a government employee and over 

 

28 He meant the State President, Mubarak at that time. 
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the years, government employment for people have become a social 

safety net, basically. So it’s not easy to get rid of. (interview, W P8, 

September 23, 2017) 

To put it in the words of another Bank employee in the Egypt office: “The military 

regimes only know concrete as a form of development” (interview, WP3, September 6, 

2017). Infrastructure projects such as roads and bridges, or even school construction 

tend to have an immediate impact on people’s lives, whereas reforms in the education 

governance and processes have a longer-term impact. The regime’s political survival 

tends to deal with the here and now – so longer-term benefits of reforms often get 

pushed to one side. So the political survival strategy was not the distribution strategy 

per se as hypothesized by Zimmermann (2017), but it was the short-term gains. The 

distribution strategy was in fact the means to achieve those fast to obtain changes in 

people’s lives. This finding conforms with what Ryan (2001, p. 26) concluded that 

“stability and government survival in Egypt have been achieved more through short 

term survival strategies than through success in long term development planning.”  

Despite the fact that a country’s economic growth and competitiveness in the global 

market depends on the skills of its workforce (Elbadawy, 2015), the time horizon of 

reforms remains a decisive factor. This partially explains why the regime undertook 

economic related reforms such as the financial reforms and was not committed to 

education reforms which would have had a significant, but longer term impact on the 

country’s economy. The difference here is two political considerations: the time horizon 

and the scale of reforms. The financial reforms could be, and were, achieved in a short 

timeframe. Moreover, the financial sector is a concentrated one and does not require a 

wide scale reform that takes on the whole bureaucracy. On the other hand, the education 

sector is a large one and extends across the country. More importantly, reforms and 

investments have to be sustained for decades for a country to see a positive outcome.  

To summarize the findings from the data, three out of five interviewees from the 

education sector gave answers that support the proposition that political survival is the 

key determinant whether reforms are adopted. This is complemented by evidence from 

both Bank’s documents and the literature on Egypt’s political economy.  
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Proposition (4): Reforms as Signals 

P4: The government applies reforms as signals29  

CP4: The government applies reforms as functions 

This proposition suggests that when the Bank employs the best practices approach, the 

Egyptian government tends to respond by producing mere signals rather than genuine 

reforms. This happens when the government adopts the best practice solutions that are 

not politically feasible nor context compatible due to lacking the required content in 

terms of capacity, resource allocation, and most importantly, enabling political 

environment. In this case, the outcomes tend to be confined in the government’s 

rhetoric or paper decrees (forms or appearances) rather than concrete actions that 

improve functionality and performance of institutions. This can be attributed to the 

mismatch between the best practices and the political context as well as the absence of 

the prerequisite institutional arrangements. The dynamic of this process is in fact a 

conflict between external and internal pursuits. Whereas the first represents the 

country’s desire to integrate into the international community by following its norms, 

the later embodies the struggle for domestic political legitimacy and the regime’s 

pursuit of political survival and control. 

Andrews (2013) affirms that most of the best practice reforms fail in developing 

countries due to lacking the required content. Moreover, because these countries are 

influenced by the international community and its representative organizations, they 

pursue “the externally defined best practices to gain external legitimacy” (p. 168). In an 

interview with a Bank staff member in Egypt about the extent to which Egyptians 

depend on the technical advice of the Bank agents, s/he answered: 

I think there is a heavy dependence on technical and institutional 

advice. So for example we are currently preparing an education 

project, so once this education project  gets up and running, the Bank 

 

29 Andrews et al. (2013) describe signals as imported solutions that improve the appearances of 

institutions rather than their functionality. They are usually implemented as such to maintain flows of 

foreign aid or to gain external legitimacy. 
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provides technical advice to the ministry, the ministry manages the 

money, they will take the loan to deliver on the project. Once you have 

established that relationship, I think there is a quiet heavy reliance. 

(interview, WP10, September 28, 2017) 

Such heavy dependence by the government indicates that the Bank is willing to 

undertake jobs that should only be completed by the recipient country. In particular, the 

search for technical solutions to the local problems should be completed by local 

reformers to ensure fitment to the domestic context. For example, the ICR (The World 

Bank, 2013a) notes the Bank’s interventions to hire consultants to develop the new 

curriculum framework and evaluate the effectiveness of teacher training, which was the 

responsibility of the implementing agency. The report asserts that such effort failed to 

compensate for the agency’s lack of educational commitment. Indeed, the new 

curriculum framework was not adopted despite being approved by the ministry.  

This suggests that a proactive role of the Bank negatively impacts the local ownership 

of reforms. Eventually, the local reformers find themselves having to approve a a piece 

of work they believe is compatible with international standards. However, they fail to 

adopt it because they did not own it nor ensure its compatibility with the local context. 

Hence, the outcome is an approval without adoption, or signal rather than function. 

Accordingly, I argue that best practice-based solutions are likely to be adopted as 

signals when they are drafted by outsiders rather than locals. This proactive role by the 

Bank might, in fact, suppress the learning and adapting processes by the local policy 

makers. 

According to the ICR, one of the output indicators on the decentralization was that “315 

project schools prepare action plans for school improvement with participation of 

parents’ councils.” (The World Bank, 2013a, p. 42). However, nothing was 

accomplished by the end of the project. I asked one of the project directors why the 

school councils were deemed ‘not accomplished’ by the ICR, he affirmed that “the 

parent councils were formulated, but on paper. Ink on paper” (interview, GP4, 

September 14, 2017). The disparity between the ICR’s findings and the interviewee’s 



 
169 

statement resembles the signaling theory, in which reforms are implemented as forms 

rather than functions.  

Three out of five interviewees in the education sector indicated the existence of signals. 

When I asked the education specialist from the Bank, how do you ensure that the 

government is committed to a certain project, s/he stated that: 

We ask for a strategy to ensure that this is something rooted in the 

government program … This is not a political pour la forme or paper. 

It’s a technical commitment … In our projects, you will always find a 

reference to some sort of a document, it can be one page, a policy 

statement, a vision, or a strategy. But some sort of a technical 

foundation, for a bigger picture, moving in a certain direction for a 

longer time. We are supporting the government program. (interview, 

WP2, September 17, 2017) 

Several insights can be driven from this quotation. First of all, the Bank’s strategy 

seems to rule out the possibility of political rhetoric and emphasizes the sole 

concentration on technical dimensions of reform. Second, the proof on government 

commitment comes down to requiring a government document to support a favorable 

Bank’s decision to fund a project. However, one cannot envisage a technical strategy to 

reform any sector to be established by one-page document. Finally, and most 

importantly, this statement implies that if the Bank accepts such weak forms as a basis 

for government commitment, it is likely for the Bank to accept the implementation of 

reforms as forms, and thus, signals. This analysis is particularly true with a testimony 

from the two Egyptian SEEP directors: “Look, it is just pages they [ministers of 

education] sign. But plan, there was no plan” (interview, GP4, September 14, 2017). 

Likewise, GP6 underscored the same paradox: “the plans to reform the education sector 

are just talk” (interview, GP6, September 18, 2017). 

To sum it up, the answers of three out of five interviewees lend support to the 

proposition that the government implemented reforms as signals. The Bank’s project 

completion report (The World Bank, 2013a) also upholds that reforms were 

implemented as forms more than functions. For example, the new curriculum 
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framework that was approved but not adopted. Further evidence is the establishment of 

school boards in all project schools without devolving any school management 

responsibilities to them. The report confirmed the lack of evidence on the involvement 

of these boards in monitoring schools’ education processes (ibid., p. 23). Hence, data 

from interviews and documents support the theoretical proposition and reject the 

alternative hypothesis. The reasoning behind the adoption of reforms as signals also 

appears to be in line with what the literature suggests.  

In his research on the disparity between political rhetoric and reality of decentralization 

reforms in the pre-university education sector, Hammad (2013, p. 34) argues that “the 

Egyptian version of SBM reflects rhetoric more than reality”. While the government 

announces plans and policies to decentralize the education sector, other institutional 

arrangements are being established to impose centralized surveillance on the sector for 

security purposes. This disparity embodies the meaning of the signal theory as political 

rhetoric represents signals while actual reforms represent reality.  

The same pattern appears with the state’s initiative to promote community participation 

in the education process. In 1993 and 1994, the government invited representatives of 

the civil society to participate in MOE conferences on education reforms. Sayed (2006) 

described these invitations as: “The state encourage[d] participation only on the 

ceremonial level,... a form of ‘confined participation’ that invites stakeholders to confer 

over the issues without granting them an effective voice” (p. 150). Ginsburg et al. 

(2010, p. 12) conclude that these invitations were nothing but a centralized form of 

involvement.  

Such government initiatives were in the wake of an international direction towards more 

community participation in education (Levin & Lockheed, 1991). Cochran (1986, p. 78) 

stated that the regime of President Mubarak envisaged foreign assistance as the only 

tool to achieve significant reform in the education sector. Thus, one could assume that 

attracting foreign aid was a motive that required sending signals to the international 

development community. Indeed, Dixon (2010, p. 41) mentioned that right after Egypt 

declared the 1990s as the education decade, a funded reform package was received from 

both the Bank and the U.S. AID.  
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Moreover, based on evidence from the data, political feasibility appears to play the 

shaping factor of the implemented reforms. This conforms with the conclusion of 

Andrews et al. (2013): 

… development interventions … create incentives fo r developing 

country organizations to adopt ‘best practices’ in laws, policies and 

organizational practices which look impressive (because they … have 

been endorsed by international experts) but are unlikely to fit into 

particular developing country contexts. (p. 234) 

Accordingly, I argue that despite the receipt of the Bank’s financial aid and technical 

assistance, if best practice-based solutions clash with the survival considerations of the 

incumbent regime, they are very likely to end up not implemented altogether or 

executed as signals (appearances). Therefore, even with the country’s desire to integrate 

into the international community, the domestic political context appears to be the 

determinant factor.  

6.4 Concluding Remarks 

This chapter tests my explanatory model against one of the three units of analysis within 

the case study of Egypt, the Bank’s intervention to facilitate the secondary education 

reform. Evidence from this unit of analysis supports my explanatory model. The Bank 

did not pay enough attention to the local political context given the lack of political 

analysis in the preparation stage. The unit of analysis revealed that the Bank uses a 

technocratic approach that relies on universal best practices which risks overlooking the 

political dimension of reform in aid recipient countries such as Egypt. It found that 

political survival of State incumbents was the key factor in the failure of institutional 

reforms under the Bank-assisted reforms. Finally, reforms were implemented as signals 

due to the mismatch between the best practice-based reforms and the prevailing 

contextual conditions, especially those related to political survival of State incumbents. 

The clash of reforms, such as the school-based management, with political survival of 

the State regime led the technocrats to implement reforms as forms without functions.  
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Chapter 7: Higher Education Enhancement Project 

 

Introduction 

 

To support this thesis’s argument, this chapter tests the explanatory model against the 

second unit of analysis, which is the Higher Education Enhancement Project (HEEP)30. 

As noted in chapter four, this explanatory model seeks to understand the mixed 

effectiveness of foreign aid – provided by the World Bank – in facilitating institutional 

reforms based on a combination of four arguments, each represented by a proposition. 

The four propositions cover the whole project cycle from preparation and planning, 

implementation, through to the impact evaluation stage. The propositions are that the 

Bank’s lack of attention to the domestic context of the country; the Bank employs a 

technocratic approach based on the best practices regardless of the context; that the 

political survival of the ruling regime is the main factor in the success or failure of 

reforms; and that signals to the Bank are the motivation behind the acceptance of best-

practice-based reforms. It is argued that the Bank needs to be more cognizant that 

signals do not imply actions and are agreed upon in order to maintain aid flow or to 

obtain legitimacy.  

The previous chapter shows that my explanatory model explains why the foreign 

assistance provided by the Bank was not successful in reforming the secondary 

education sector. This chapter seeks to investigate whether the model can be used for a 

different if not closely aligned sector of higher education. The HEEP project included 

many reform components but I only focus on the institutional component that required 

 

30 Project number: P056236  
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legislative reform. The focus is on three major reforms that were included in new 

legislation: the first aimed to provide higher education institutes (HEIs) with more 

institutional autonomy over staffing and student enrollments. The second sought to 

bring better financial management through establishing a performance-based salary 

structure, and the introduction of a rationalized funding formula based on a per student 

cost. The third was to establish a quality assurance agency responsible for creating 

performance standards and accreditation of HEIs. Before embarking on the unit of 

analysis at hand, I provide a short account of the higher education sector in Egypt in 

terms of the challenges it is facing. I then turn to the Bank’s approach and the strategies 

it employs to support higher education in the developing world.  

Brief background  

As described in chapter six, Egypt’s higher education sector is the largest in the MENA 

region. It is a sector that is plagued with many problems and challenges. For instance, 

universities are subject to tight centralized control that stifles innovation and restricts 

adaptation to the evolving needs of the job market. The system is also characterized 

with over-crowdedness where the over-sized student population makes learning a 

difficult endeavor. Private tutors have replaced traditional on-campus teaching in many 

instances. In a nutshell, the sector suffers from lack of funds, outdated curricula and a 

deficient accountability regime. The result of these problems is a glut of unskilled 

graduates with low levels of employability in the job market.  

7.1 The World Bank and Higher Education 

In its report, Constructing Knowledge Societies, the Bank articulated the significance of 

higher education to its efforts to reduce poverty and promote economic development 

around the world The World Bank (2002b). The report states that: 

Tertiary education exercises a direct influence on national 

productivity, which largely determines living standards and a country’s 

ability to compete in the global economy … Tertiary education 

institutions support knowledge-driven economic growth strategies and 

poverty reduction… (p. xx) 
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The Bank’s independent evaluation group (IEG) completed an assessment of the Bank 

interventions in higher education from 2003 to 2016 (The World Bank, 2017a). In its 

report, the IEG advises that the Bank’s motive to support developing countries’ higher 

education stems from the sector’s contributions to the Bank’s twin goals of “eliminating 

extreme poverty and promoting shared prosperity” around the world (ibid., p. ix). The 

contributions of higher education to a country’s economic growth come in many forms 

such as knowledge sharing, higher productivity of skilled labor, and ability to adopt 

technology and innovate (Altbach, 2013; Bloom, Canning, Chan, & Luca, 2014; The 

World Bank, 2002b; Wilkens, 2011). There is also evidence that higher education 

contributes to the promotion of inclusion through producing employable graduates with 

higher individual incomes than those with lower levels of education (Montenegro & 

Patrinos, 2014). Thus, access to tertiary education has the potential to decrease 

inequality and poverty. Accordingly, the IEG emphasizes that “higher education lies at 

the nexus of growth, jobs, and competitiveness and has the potential to serve as a 

catalyst for economic transformation.” (The World Bank, 2017a, p. 1).  

The Bank defines its support to the higher education sector in developing countries as 

follows: 

… efforts to improve the teaching and research capacity of degree-

granting educational institutions that support students beyond the 

secondary school level, specifically colleges, universities, graduate 

schools, and professional schools. ( ibid., p. 5) 

The Bank started providing support to higher education activities in 1963. Ever since, 

financial assistance to higher education have been steadily growing recording US$12 

billion over the last decade alone (ibid., p .23). The Bank’s lending and support 

strategies to the sector have transformed over the years. During the 1960s, the Bank 

focused its assistance on the physical investments in construction and equipment (p. 

21). In the 1970s and 1980s, the Bank diverted its attention to soft investments such as 

training and skills development. Through the late 1990s and early 2000s, the Bank 

began to emphasize institutional reform efforts including better financial planning, 

capacity building, and quality assurance schemes (Altbach, Reisberg, & Rumbley, 

2009). While the Bank does not have a definite support strategy towards higher 
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education, its general approach is “facilitating policy dialogue and knowledge sharing”. 

The Bank underscores four areas of support in its interventions: “(i) greater access and 

equity, (ii) skills and employability, (iii) improved relevance and quality, and (iv) 

governance and institutional reform” (The World Bank, 2017a, p. 22). 

The vast majority of the Bank’s operations in the sector includes a governance or 

institutional reform component. The most common forms of such interventions are 

support establishing quality assurance mechanisms, the promotion of greater university 

autonomy, or introduction of management information systems for more effective 

monitoring. Quality assurance systems include the creation or reform of accreditation 

agencies. Promotion of institutional autonomy involves changing the role of the state 

from direct management to performance monitoring of higher education institutes. It 

also includes strengthening the financial sustainability by allowing universities to 

diversify their income resources from student tuition fees or through partnerships with 

private sector (ibid., p. 32-38).  

7.2 Description of Unit of Analysis 

The objective of the HEEP project was to improve the quality and efficiency of the 

higher education system in Egypt. It attempted to reform the legislation governing 

higher education for more autonomous and accountable universities through: 

institutional restructuring, rationalizing funding allocation mechanisms, and 

establishing independent quality assurance agency and monitoring mechanisms (The 

World Bank, 2011b). The project aimed at helping the government of Egypt enhancing 

the higher education sector to ensure that graduates have the skills required for a 

“private sector-led, export-driven economy, competitive in a global market” (The World 

Bank, 2002c, p. 3).  

The project started in 2002 and was completed in 2008. The 60-million-dollar project 

was co-financed by the Bank, the Egyptian government and, the British Department for 

International Development, with US$50 million, US$9.5 million, US$ 0.25 million, 

respectively. The funding from the Bank was in the form of a loan from the 

International Bank for Reconstruction and Development (IBRD), the largest subsidiary 

of the World Bank Group. The project consisted of three major components: Reform of 
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system-wide governance, management and efficiency (US$33.13 million); Improving 

the quality and relevance of university education (US$9.37 million); and Improving 

quality and relevance of the MTI System (US$17.00 million).  

Institutional Reform under HEEP 

The project was designed to create the conditions conducive to a quality and efficient 

higher education system. It comprised three components designed to reform Egypt’s 

higher education sector in terms of governance, efficiency, and quality. The first 

component aimed at enhancing efficiency through the restructure of governance and 

management functions by: (i) Reforming legislation governing higher education to 

allow greater autonomy to universities over their operations and budgetary resources in 

particular. This included establishing a performance-based salary scheme to improve 

employment and remuneration conditions of the academic staff. (ii) Rationalizing 

funding allocation mechanisms to allow for efficiency in resource allocation based on 

per student cost. (iii) Provide technical assistance for establishing an independent 

national quality assurance agency, responsible for creating performance standards, 

benchmarking system, and an accreditation system for both all HEIs. (iv) Improve 

capacity of the sector through training courses on management and finance practices. 

(v) Establishing a Higher Education Enhancement Project Fund to fund competitive 

proposals submitted by higher education institutions to enhance teaching quality and the 

learning environment.  

The second component funds new learning technologies, equipment, and human 

resource development, while the third focused on enhancing quality and relevance of 

education at mid-level technical institutes. This included extensive overhaul and 

restructure of the system, curricula and teaching practices. It also attempted to 

strengthen academic administration of technical colleges through creating a more 

autonomous management structure to better manage operations, including enrollments, 

staffing and spending. My analysis focuses on the components and activities that sought 

to bring about institutional and legislative reform. In particular, it examines granting 

HEIs more autonomy, fixing the pay structure, and the rationalized funding formula.  

Drivers of Change 
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According to the project appraisal document (The World Bank, 2002c), the domestic 

need for reforming the higher education sector was very obvious. There was support 

from the Ministry of Higher Education (MOHE) who championed the reform process. 

In February 2000, the government held a National Conference on Higher Education 

Reform which resulted in a declaration to reform the higher education system. This 

declaration had endorsement from the State President and the Prime Minister, which 

was regarded by the Bank as an indicator on the existence of political will for change 

(ibid., p. 3).  

Project outcomes 

The project evaluation report rated the project outcome as moderately satisfactory. The 

report cited positive and negative factors that led to mixed outcomes. The positive 

factors included government commitment to reform, and full ownership whereas the 

negative factors included political opposition in the parliament and issues in project 

design (The World Bank, 2011b). While the project failed to achieve a comprehensive 

reform of the higher education sector, especially on the institutional and financial levels, 

it succeeded in establishing an independent quality assurance agency and monitoring 

mechanisms conducive to quality education. These reform efforts, however, have 

yielded very limited improvements to the quality of higher education (Cupito & 

Langsten, 2011). After seven years of the project completion, Egypt remained one of 

the worst performers in terms of higher education quality and training competitiveness. 

A Bank’s report on education reform concluded that reforms failed to address the poor 

incentives and lack of accountability in Egypt’s higher education (Galal, 2008). This 

chapter examines why certain institutional reforms were blocked, and why those 

implemented were not effective in enhancing the quality of higher education. 

7.3 Discussion and Data Analysis 

I test my propositions by drawing upon evidence from interview data, government and 

Bank documents, as well as the academic literature. Four of those interviewed came 

from the higher education sector. The two participants from the Egyptian government 

are well placed to comment – as one was the Minister of Higher Education, while the 
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other was an advisor31 to the Minister and served as the director of the HEEP project. 

The other two interviewees are education specialists from the Bank. One of them is a 

former Bank staff who worked on both the SEEP and the HEEP and is currently serving 

as an advisor to the minister of international development. The other remains at the 

Bank and contributed to many projects in the education sector.  

I also use relevant responses from five other interviewees. Three come from managers 

at the Bank whose work closely aligned with the education sector and understands the 

Bank’s approach. The other two participants were the former directors of the SEEP 

project but who hold faculty positions in the higher education sector. As with chapter 

six, my document analysis primarily focuses on three project documents: the PAD, the 

ICR, the review of the ICR which was conducted by the IEG, plus any relevant 

governmental document.  

Proposition (1): Insufficient Understanding of the Political Context 

P1: The Bank starts its intervention with a weak understanding of the local 

context  

CP1: The Bank starts its intervention with a strong understanding of the local 

context 

Similar to the SEEP project, the HEEP paid little attention to the political dimension of 

reform. This does not contradict the fact that the Bank required political commitment 

towards the project and the endorsement by the State leadership was a sufficient proof. I 

argue that such political endorsement was for the principle of reforming the higher 

education sector but not the specifics. Evidence on that is the lack of any sort of 

political analysis during the project preparation stage. Similar to the SEEP, the appraisal 

document covered several analyses including financial, social, and environmental, yet it 

did not include a stand-alone political analysis. Moreover, the word ‘political’ was used 

in the HEEP’s appraisal document almost the same number of times to that of the 

SEEP’s. Moreover, the word is used in an abstract form to either note the existence of 

political will or warns that the lack of it would be a potential threat to the project, which 

 

31 It is worth noting that this advisor worked with two ministers. 
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is a standard practice in almost all appraisal documents. For instance, the HEEP’s 

appraisal noted the endorsement of the reform strategy by the State President as a proof 

of political will. The project analysis also mentioned the direct involvement of the 

parliament and the business community in the reform process. It referred to the 

committee formulated by the minister to create a reform strategy, which included 

members from the parliament and industrialists. However, the document lacked any 

analysis of previous reform initiatives, how they fared and why change has been 

politically challenging.  

The weak understanding of the local context, especially the political considerations, was 

manifested during the project implementation. The chief example of that is the 

opposition of the parliament to the proposed legislative reform that aimed at granting 

universities more institutional autonomy in administering their operations and finances. 

According to the ICR (The World Bank, 2009): “the opposition to legislative reforms 

for more autonomy and criteria-based resource allocation was underestimated … as 

experienced during implementation.” (p. 6). The report stated that such opposition came 

from the education committees of the two legislative bodies, the Shoura Council and the 

Parliament.” (p. 11). The Bank’s report yet did not provide any explanation why such 

reforms were not politically feasible.  

Hence, the lack of understanding of the local context and particularly the role of politics 

in institutional reform presented itself as a major obstacle during project 

implementation. This could be explained by the fact that Bank’s analysis lacked any 

information on the exact position of those parliament members involved nor the ruling 

political party. This also reveals that the Bank relied on unsubstantiated assumption that 

the mere dialogue with parliamentarians was an indicator on the political consensus 

over the reform process.  

It is worth mentioning here that the Bank’s preliminary analysis did not offer any 

insights on the political structure of the country. Equally important, the appraisal 

document lacks any mention of the position of the ruling party towards the higher 

education reforms in the project appraisal. It is also notable that the Bank overlooked 

the politics of the higher education sector and policies. Because actors differ from one 
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sector to another, Stein, Tommasi, Echebarría, Lora, and Payne (2005) emphasize that 

“each policy has its own politics.” Thus, an analysis of the sector’s political dynamics 

could have assisted the Bank in understanding the power balance and the vested 

interests of different political actors in the status quo. This could identify the underlying 

drivers of political will, as well as the potential incentives and blockages of reform. In 

other words, the value of political analysis lies in its ability to add realism to the 

assessment of political commitment (de Gramont, 2014, p. 7). 

The project documents provide strong evidence that the Bank did not pay enough 

attention to the role of politics in the institutional reform of the higher education sector. 

For example, the analysis did not take into account how the state strives to impose tight 

control over all sorts of institutions and the impact of that on the universities’ pursuit to 

gain autonomy. Likewise, the analysis lacked any coverage of the free education policy 

and why the state is committed to maintain such policy, and how that could affect the 

proposal for a rationalized funding formula. Therefore, it was not surprising to see the 

completion report acknowledging that such kind of reform should have received 

“substantial preparatory work” (The World Bank, 2009, p. 18), which was clearly 

missing in the project appraisal.  

It is also implausible to imagine that a foreign aid organization such as the Bank with 

such considerable experience in development activities in Egypt and other developing 

countries would simply reduce the existence of political will to a signature by the State 

President. Political will to undertake reforms is far bigger than that. To put it in the 

words of de Gramont (2014): “Political will cannot be reduced to either personal agency 

or external incentives alone; it is instead shaped by a combination of leadership threat 

perceptions, political security, and elite ideas” (p. 4). 

I argue that stating the existence of political will in project appraisals is a bureaucratic 

requirement rather than a genuine interest on the side of the Bank to understand the 

domestic politics or to uncover the political incentives or deadlocks. This requirement 

could be attained by any minor expression of political commitment such as a letter from 

the minister. Additionally, political will might indeed exist, but it can be weak or strong. 

Such elaboration does not exist in the Bank’s analysis.  
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Proposition (2): Isomorphic Mimicry  

P2: The Bank promotes universal best practice-based reforms 

CP2: The Bank facilitates locally tailored reforms 

When I asked the former advisor to the minister of higher education about the role of 

Bank and how it contributed to the reform process, he explained that:  

They helped us sending a mission to different countries. For example, 

we went to France, England, and we visited the higher education 

council, England quality assurance agency, we went to Australia and 

New Zealand, we visited the minister of education there. The TAFE 

system in Australia. We learned about all of that and wrote reports. 

Based on these reports, we determined the process. So it was mainly by 

us, with an external help, to be fair. (interview, GP1, August 29, 2017)  

What is highlighted in the above quotation is that the Bank chose to send those missions 

to advanced Western nations. This supports the argument in chapter four which 

advocates the establishment of the Bank as an organization that disseminates the norms 

of the West. Those Western nations share similar contexts, values, and democratic 

policy making institutions, which are different from the autocratic political 

environments in many developing countries. The Bank selected the countries that are 

not just Western but those who employ what could be described as best practices. Those 

missions could have been sent to other emerging countries who have similar history and 

recent success stories with reforming their higher education sectors. However, this was 

not the case. It is also very crucial to pay attention here to the sequence of events. In 

particular, the fact that the Bank funded a mission from the Ministry to visit the top 

performing institutions in the world before writing the project plan. So even if we 

assume that the reform plan was solely drafted by the Egyptian team, it was still based 

on, and driven by, the best practices they have witnessed in the advanced Western 

countries they visited. The whole reform plan was thus guided and driven by the Bank’s 

best practice approach. 
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The former advisor went on to say that: “They [the Bank] sent us Samih Mikhail, he is 

basically an Egyptian32. He was a consultant and he knows all the systems all over the 

world. So he came and said this and that and he helped develop the plan.” This 

quotation reiterates a theme in the interviews about who writes the reform plan. I was 

told by one of the Bank managers in Cairo’s office that ownership is linked to the 

holder of the pen: “If the holder of the pen33 is a government official is typically 

stronger ownership, than if the holder of the pen is a consultant or the Bank” (interview, 

WP10, September 28, 2017). Hence, I argue that the local ownership of reforms was 

distorted by the Bank because they were co-drafted by an outside consultant.  

I asked the project director from the Egyptian government about the role of best 

practices in the Bank’s intervention. The answers of this participant regarding the best 

practice approach seemed contradictory. In the beginning, he responded positively and 

confirmed the existence of the best practice approach. However, he maintained that 

those best practices were only used as guidelines and indicators on the performance of 

the Egyptian higher education system.  

Of course, when you travel outside, you expose yourself to the 

international best practices … We wanted to develop our system 

according to international laws – in terms of key performance 

indicators, quality assurance bodies, and all of that have laws that you 

have to comply with. And this is what we tried to adopt.  Because we 

wanted to put ourselves on the international scale and assess ourselves 

where we do stand. (interview, GP1) 

This statement offers several valuable insights. It confirms that international 

development organizations base their evaluations of the reform progress against 

international best practice (Andrews, 2015). It also shows how some local reform agents 

 

32 He turned out to be a Canadian professor with Egyptian roots and has been living in Canada since 

1965. So it is hard to imagine that he had any knowledge of the local context given that he lived most of 

his adult life overseas.  

33
 Interesting phrase. The holder of the pen in this project and the one earlier was the Bank. 
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mimic the practices of the advanced Western nations rather than craft systems that fit 

their local conditions. A strong trajectory in the literature characterizes foreign aid 

approach as solution-driven rather than problem-driven (Andrews, 2013; Andrews, 

2013a; Andrews et al., 2013). The solutions are based on what international 

organizations label as best practices. These practices are presented as fundamental 

prerequisites for these countries to achieve good governance. They also come with the 

illusion that they offer an immediate remedy for institutional problems.  

In such solution-focused approaches, detailed reforms are laid out from the outset and 

solutions are proposed in advance (Andrews, 2015). Andrews (2013a) suggests that 

promoting those “one-best-way models” raises questions on whether international 

development agencies are “frustrating domestic processes of finding and fitting 

government structures to local contexts.” (p. 23). In other words, when change is driven 

by a problem rather than a solution, the reform process tends to be gradual. Incremental 

changes which can adjust to local realities have a better chance at being adopted. 

The project director then went on to note that those Western practices were adapted to 

fit the local context.  

We brought two experts from the UK quality assurance agency to work 

with us here… They came and did so much work.  They developed our 

quality assurance manual, locally but with their help. We developed it 

from scratch. It was Egyptianized. It was customized to the local 

context without compromising the international law. There is a saying 

always told that the Bank always try to impose its agenda on countries. 

This is not true. (interview, GP1)  

This statement contains a great deal of contradiction regarding the identity of who 

designed the quality assurance manual and how it was developed from scratch yet 

Egyptianized in the same time. First, his emphasis about the significant amount of work 

done by the British experts indicates that they led the development and adaptation 

processes and the dependence of the Egyptian team on the British. Second, to customize 

a quality assurance system to fit the local context, it implies that we started with 

something which is the British practice those two experts brought. It is also unclear how 
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it was customized to fit the local context despite the resistance it faced by a big part of 

the academic community.  

When asked a direct question whether the Bank adopts “the one size fits all” approach? 

he completely negates it: 

Absolutely not. This is a fallacy. Because the Bank works through the 

country itself and the country dictates its agenda. He [the Bank] s hows 

you the best practices and you travel outside and see them. Then you 

come to apply them on the local context. Some work some do not. And 

it’s your call to select. (interview, GP1)  

This quotation and the one earlier show us the actual dynamics under which the reform 

plan was designed with the Bank’s assistance. Understandably, the Bank did not impose 

its approach, but its intervention was led by outsiders and shaped by the external best 

practice models. Indeed, the government might have the upper hand in dictating its 

agenda as he claims but this very agenda is in fact bound by those best practices. The 

country’s discretion is to choose between those practices rather than to come up with its 

own local reform plan. The quotation also emphasizes what I highlighted earlier on how 

the Bank distorts the country’s ownership of reforms and discourages the local search 

for politically accepted solutions.  

This theme is reiterated in the project appraisal document (The World Bank, 2002c) 

with a clear statement of the Bank’s best practice approach. It implies an admission on 

how the Bank ties the identification of the reform plan to the Western benchmarks or 

best practices outside the country.  

The Bank was able to provide extensive information on "good practice" 

experiences in other parts of the world and identify and attract 

international experts who could work collaboratively with local 

specialists in defining the reform agenda. (p. 20)  

The quotations of the project director is refuted by an IEG evaluation of the Bank’s 

interventions in higher education, which found that the Bank’s support to be “fairly 

homogenous in nature” (The World Bank, 2017a, p. xii). The report criticizes the 
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Bank’s approach in relying on readily packaged set of reforms based on the best 

practices from top Western higher education institutions:  

The design of systemwide reforms appears to be based on limited 

evidence … many World Bank interventions default to the following 

standard set of interventions: promoting autonomy, creating or 

strengthening quality assurance mechanisms, and financing 

interventions through grants. Although the World Bank supports both 

first-tier institutions and lower-tier institutions, it uses an approach 

typically justified by reference to similar practices in top -tier 

universities in the United States or the United Kingdom but without 

sufficiently discussing whether the particular setting warrants such an 

extrapolation. (ibid., p.34) 

The tendency of the Bank to promote those homogenous set of reforms regardless of the 

context could be explained by what one of the Bank’s managers in Cairo told me about 

the way a reform strategy is prescribed for a country. This interviewee revealed to me - 

as stated earlier - that national ownership is stronger when reforms are written by the 

locals. In other words, when locals come up with their own ideas and proposals for the 

reform process. Because they are most likely aware of the local context and what 

constitutes as challenges to the reform process. However, the common practice is that 

those who write are Bank consultants. I followed with a question to clarify why the 

Bank does not ensure the government is the holder of the pen. The interviewee 

answered by providing a factual example on how they go about business: 

Even today, I have every incentive to use every opportunity that is 

given to me to move Egypt forward in terms of development. If the 

only opportunity is for me to write it, I’m gonna write it. So it is very 

difficult for me to go back and say you write it. So if the government 

says I want you to write me a strategy “how to do financial inclusion”. 

The bank has a hard time saying no … Because you think that would be 

better than not. (interview, WP10, September 28, 2017)  
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Therefore, it would not be unrealistic to assume that those consultants who write the 

reforms lack proper knowledge of the local context. Accordingly, they are very likely to 

recommend what their own organization has defined as best practice solutions rather 

than reforms specific to the country’s conditions. We can also infer from this quotation 

that the Bank’s good intention to support a country’s reform process is not enough. In 

fact, it can cause harm by allowing the government to be dependent on the Bank instead 

of letting it learn and gain the required confidence to articulate and enact reforms on its 

own.  

In summary, evidence from interviews and Bank reports support the proposition that the 

Bank promotes universal best practice-based solutions rather than locally tailored 

reforms. The adaptation of those best practices to the local context was led by outsiders 

rather than the Egyptian team. Moreover, the nature of these solution-based reforms 

lacks the incremental element necessary for successful execution. This could explain 

why reforms to improve quality faced resistance by the academic community, and thus 

had limited effectiveness in improving the quality of higher education.  

Proposition (3): Political Survival  

P3: Political survival is the key determinant for whether reforms executed 

CP3: Public interest is the key determinant for whether reforms executed 

Two of the main institutional reforms attempted under the project were related to 

autonomous governance and financial management. The first aimed at fixing the pay 

structure of the academic staff. The second one attempted to give universities autonomy 

to manage their budgetary resources and introduce a rationalized funding formula based 

on cost per student. The two reforms faced significant opposition in the parliament and 

have not been passed. One example which showed how the regime’s political survival 

considerations impacted the reform outcome was the aim to give universities more 

autonomy. The legislative reform aimed at granting universities autonomy over their 

operations such as enrollments, staffing, and allocation of financial resources. However, 

reforms received political opposition inside the parliament and did not pass. According 

to the ICR (The World Bank, 2009), “the government drafted and has pushed for the 
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legislative reform related to universities autonomy and funding. However, this is a 

politically sensitive issue, and the reform is still facing some resistance” (p. 17). 

The ICR went further to explicitly state that such reform was aborted by the regime 

when it did not serve its interests. However, the report failed to explain the regime’s 

interest in maintaining its control over universities: “Key legislative measures to allow 

more autonomy to universities and reform funding mechanisms have been blocked over 

the life of the project by stakeholders who did not see their interest in the reform” (p. 

18). Many interviews confirmed the critical point that most of the state reactions to the 

proposed reforms were politically charged. When I asked the Egyptian project director 

about HEEP’s goal to give autonomy to universities which failed due to political 

reasons, he explained:  

Look, one of the things we failed to achieve was the legislative reform 

which was the first project amongst the 25 projects. Why, because it is 

one hundred percent political and it is based on government response 

and all of that. We exerted so much effort in this direction but the 

political will was not there. It is the political will. So you talk big but 

when you are faced with reality ... the political will was indeed not 

there. So we indeed failed in the legislative reform . (interview, GP1, 

August 29, 2017) 

This quotation reflects the patrimonial nature of the Egyptian state where all authorities 

are concentrated in the person of the political leadership. It also distinguishes between 

political rhetoric and actions. For example, the reform plan of the higher education 

sector was endorsed by the State President. But when it came to the first hurdle – 

getting the legislation passed, such political will was missing. Equally important, 

autocratic regimes might indeed have the desire to change and reform, however, their 

willingness is bound by their political survival instincts and what they perceive as 

threats to their rule (de Mesquita et al., 2005, p. 940).  

I followed with a question enquiring about how the lack of political will was 

manifested. The interviewee answered: 
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For example, when we tried to get approval from the parliament on 

certain things, it took forever. Another example, the quality assurance 

agency – we started working on it in 2003 and it took until 2006 to get 

established. Three years to get approval from the parliament 34. It was a 

nightmare. (interview, GP1) 

The fact that reform was initially endorsed by the President and was subsequently 

obstructed by the parliament also demonstrates the political maneuvering by the regime 

to block certain reforms. In other words, the political rhetoric serves to create the image 

of the reformer. Behind this façade, the regime uses the parliament to block reforms that 

might compromise its rule. It is worth noting here that the parliament is dominated by 

members of the ruling party and plays a subordinate role to the executive arm in the 

state structure (Mikawy & Handoussa, 2002). Thus, the parliament’s reluctance to 

approve the creation of a quality assurance agency reflects the actual political will of the 

regime. This indicates that a genuine political will to improve higher education was not 

strong even with a technical reform that did not seem to represent any political threats 

to the ruling regime.  

One of the participants was an education specialist at the Bank in Cairo office and 

currently working as an advisor to one of the ministers. When I asked this participant 

about the project component aimed at bringing more autonomy to universities, he 

answered: 

The minister was the main player. He would accept over 90 per cent of 

the reform proposals. One of the things, however, that we failed to 

push for was ending the control of the Ministry over the upper-middle 

institutes. (interview, GWP7, September 19, 2017) 

This quotation reveals that despite the minister’s commitment to reform, the decision to 

lift the state control over HEIs was a political rather than a technical decision. The 

 

34 This approval was for establishing quality assurance agency not the law to give universities more 

autonomy which the ruling party opposed and refused to pass to the parliament.  
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interviewee elaborated on this theme to make a recurring declaration from other 

participants: 

This is the failed half. We failed in this part. When we used to tell 

them the tuition fees should be increased. They would say we cannot. 

It is a  decision that  belongs to the sovereign authorities “Karar 

Siadi”35. We failed to set them free, except for the special programmes 

for which they can charge the student thousands of pounds. We failed 

to tell them to increase the tuition fees in general. They said it i s 

political. It requires a decree from the State President. (interview, 

GWP7) 

The interviewee explained that the law of universities starts with an emphasis on their 

autonomy. However, this refers to academic autonomy, not institutional or financial 36. 

He continued by offering an interesting example about how the state seeks to strengthen 

its grip on all sorts of organizations, including universities: 

You know El-Ahly football club37, and I am a big fan of it. This club 

was fought fiercely because he pleaded to the international Olympic 

committee to urge the government to end its control over communal 

organizations including sports clubs … Long story short, the state does 

not want to lose control over anything including sports clubs. So do 

you expect the state to give autonomy to the public universities?! 

(interview, GWP7) 

The quotation makes a clear statement that the state’s position on reform was nothing 

but political. It depicts the corporatist nature of the state, where all organizations must 

remain under its control and surveillance. This theme also echoes with the literature on 

authoritarian regimes and patrimonial states. As Migdal (1988, p. 214) explains that 

 

35 The subconscious meaning that comes to the minds of Egyptians when they hear this term is that it is a 

decision by the intelligence agency or security apparatus of the state.  

36 Indeed, the first clause of the 49 legislation of 1972, which regulates organization and work of 

universities, starts with emphasizing the state’s guarantee for the autonomy of universities.  

37 The most popular football club in Egypt. 
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“the powers of appointment and removal from office in state leaders’ hands have 

proved an important tool in preventing state agencies … from becoming threatening 

conglomerates of power”. Migdal (1994, p. 40) continues to reveal the intention of the 

state for not allowing the elites to gain autonomy: “the patrimonial state performed its 

task of elite control and shuffling so that elites were constrained by their lack of 

autonomy, and their dependence on the state for office, awards, and status”. 

I asked the former minister of higher education about the gap between the political 

rhetoric and implementation. There was a realization of the need for change by the 

ruling regime at that time and the reform plan was endorsed by the political leadership, 

but this was not fully translated into action on the ground. He responded positively and 

confirmed that “It was the view of the ruling party38. Look, it was a priority in speeches 

and talks but not on the ground”. He also insisted that the law to reform the higher 

education sector was never introduced to the parliament because the ruling party did not 

approve it39. I asked the same question to the head of the implementing agency. He 

explained that the reform would have increased the already heavy financial burden of 

higher education.  

Part of this law is the salary structure, for which the government did 

not want any change. And with any change, the budget would have 

tripled minimum. So no way. No way it was going to see light. So we 

said, how about we even do the remuneration not as a part of the law 

but leave it based on the decisions of the Higher Council for 

Universities, so that the law can pass. And these are the main 

problems. The implications of legislative reform cost money. The 

government is not able to provide this money and thus they are unable 

to make decisions (interview, GP1, August 29, 2017)  

 

38 The National Democratic Party 
39 This is contrary to what the Bank claimed that draft laws to bring comprehensive reform was resisted in 

the parliament. 
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The participant followed this by elucidating when the political will stops in the way of 

reform. He also explained how the political will in the Egyptian context is tied with 

financial considerations:  

When does the political will get involved? ... as long as you are away 

from it, very beautiful do whatever you want. But when you try to ask 

for money etc., here comes the problem. And any reform requires  

money. Don’t you ask for quality? For example, our capacity here at 

the school of engineering is 600, they give us 3000 students. How are 

you going to teach them or ask for quality?! This is where the political 

will lies. (interview, GP1) 

This theme was repeated in the answers of other interviewees. The former minister 

concurred with this view and emphasized that budget allocations are the manifestation 

of the political will on the ground: 

At the end of the day, the political will is reflected in the state  budget  . 

For example, in a certain year, the budgetary allocation to the 

sewerage system was 50 billion Egyptian pounds whereas the 

allocation to higher education was nine billion and we wanted to 

increase it to eleven but were not successful. The political will exists 

but it should be reflected on the ground. The ground for us is money . 

(interview, GP11, October 12, 2017)  

Accordingly, the reform is always welcomed as long as it is does not overburden state 

resources and does not clash with the political interests of the incumbent regime. The 

state has long been committed to provide free higher education which was part of the 

trade-off deal for the population to forfeit their political rights. The military regime 

provides free higher education for one particular purpose which is to gain popular 

support not because it appreciates the role of education in development. Therefore, any 

demands for better quality would not be honored because the state wants to maintain the 

current status quo, and that is already costing a lot of resources. This quotation also 

indicates that the endorsement of the reform agenda by the State President should not be 
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confused with political will. Accordingly, such endorsement could be regarded as part 

of the political rhetoric that falls shorts when it comes to implementation.  

This interpretation is supported by a repeated theme in the data regarding the policy of 

free higher education. The responses of both the project director and the minister 

explain why the state opposes increasing the tuition fees. The former expressed his 

frustration with the protected status of free education: “Unfortunately, because it’s 

constitutional right.” (interview, GP1, August 29, 2017). The minister also noted the 

political sensitivity of the issue:  

The state did not want to continue with us in the reform. This was part 

of the reform process. The state said no you are insane. Because if we 

do that, we would destroy the system and people would revolt . 

(interview, GP11, October 12, 2017)  

In other words, the state is only keeping such commitment because it has been part of 

the regime’s legitimacy and the overall political stability. The former minister continued 

to comment on the pursuit to improve accountability through instituting a better 

incentive structure: 

We made a scheme to increase the salaries of the academic staff. In 

return, they would have to come four times a week. In other words, we 

tried to tie the increment to performance. The bad thing was that the 

government abandoned us at a certain point. (interview, GP11) 

To highlight the difficulty surrounding reform, the Minister himself spoke about the 

government as a separate entity that he was not part of. Later during the interview, it 

became clear to me why he phrased it this way. When I asked him who decided the 

budget allocations, suggesting that it was the cabinet. He brought into picture one actor 

that was never covered in the project appraisal, which is the ruling party, the National 

Democratic Party (NDP).   

It differs from one government to another. During our days, there 

would be an estimated budget supported by the ruling party and finally 
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decided upon by the Ministers of Finance and Planning together with 

the Prime Minister. (interview, GP11) 

It is worth noting here the powerful policies committee inside the NDP. Many accounts 

described the committee as the Think Tank for the government, or in fact, a shadow 

government. The committee comprised many powerful members, including the minister 

of finance. Likewise, both parliaments were dominated by members from the NDP. 

Accordingly, it would be realistic to assume that the state budget was formerly proposed 

and decided upon by the NDP. This confirms that the technical approach towards 

reforms is a flawed one. Technocrats might show strong commitment to reform, but the 

political dimension of reform remains the most important factor. The former minister 

then recalled a relevant interaction with the prime minister: 

My agreement with the Prime Minister when he put me in charge was 

that … I told him now I will come and work, are you going to support 

me or not? He told me like what? I told him I need to change the law 

and the system. Changing the system has a cost. Are you going to give 

me the cost or when it becomes serious you will tell me no? He told me 

if we agree it is a done deal. We agreed indeed but when it was the 

moment of truth, he told me we cannot go on. Let’s postpone it a little 

… You know what, ever since  the draft law to reform higher education 

has been setting in the drawer. (interview, GP11) 

This quotation confirms that allocation of resources is the key evidence on the existence 

of political will. It also enforces a recurring pattern amongst the interviewees, where 

commitment from technocrats in political positions does not necessarily mean the 

existence of political will in an autocratic system like Egypt’s. Technocrats’ pursuit for 

change is an insufficient driver if not supported by the political leadership of the state. 

This finding was made in a Bank report (The World Bank, 2002b) that evaluated the 

Bank’s efforts to reform tertiary education in developing countries: 

The Bank worked under the assumption that to introduce change 

successfully, it was sufficient to design a technically sound reform 

program and reach agreement with top government officials. When it 
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came to actual implementation, however, political reality often proved 

stronger than the technocratic vision. … The Bank has been less 

successful in supporting the implementation of politically sensitive 

reforms such as moving from negotiated budgets to formula funding, 

reducing subsidies, and introducing tuition fees. (p.  103-106) 

This excerpt recognizes the role of politics in the reform of the higher education sector. 

Such acknowledgement however did not trigger any change in the Bank’s approach 

towards such politically charged reforms. Despite the fact that the Bank came to this 

realization before the inception of the HEEP, its technical approach to reform remained 

the norm throughout the project’s seven-year implementation period. Foreign aid 

organizations lean towards technocratic approaches despite the mounting evidence on 

the need for context specific reforms. Brown (2009, p. 7) attributes this paradox to what 

he describes as the “comfort zone” of the technocratic interventions. The author 

contends that international development practitioners rely on hope that by only 

tweaking existing programmes to different contexts, good results can be obtained. 

The former minister continued to elaborate why the political will to reform higher 

education did not exist. 

The reform of higher education could have been completed in 2009 if 

the government approved the reforms including the financial part. But 

they said no, fixing the higher education and its pay structure is not a 

priority. We have elections. The priorities are the sewage 

infrastructure and food subsidies, etc … Political priority [he 

emphasized]. That was the biggest mistake that happened, and we did 

not complete the reform because of that . (interview, GP11)  

This statement embodies the exact approach of the ruling regime towards its political 

survival, which is the redistribution strategy (Blaydes, 2010; Zimmermann, 2017). In 

this strategy, the regime relied on subsidizing all public services and basic goods to the 

population in exchange for their political support. Subsidized food supplies in particular 

have been a key component of the social contract between the state and the population 

(Singerman & Hoodfar, 1996). Maintaining food subsidies have been a key pillar to the 
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regime legitimacy and political stability (Gutner, 2002). This indicates that prioritizing 

one sector over another can only be attributed to political survival considerations of the 

ruling regime.  

Another part of the distribution strategy is the provision of state employment to the 

middle-class to secure their support (Richter, 2007). Blaydes (2010, p. 81) describes 

those state employees and their dependents as “an important political constituency in 

the country and the constituency that is perhaps the most susceptible to economic 

manipulation”. It is important to note how the regime raises the wages of public sector 

employees, including that of faculty members. This large segment of the society is not 

only influenced by the stable jobs the regime provides but also by the way they get 

salary increases. The author describes the financial tool by which the regime 

manipulates this large group to secure their support. This tool is the bonuses given by 

the regime to the public sector employees on annual basis and in certain occasions 

including the time of elections, sometimes they become part of the base salary (ibid., p. 

82). They are usually announced by the President himself in speeches during annual 

national or religious celebrations. These bonuses along with other salary increases are 

designed to make the public sector employees beholden to the control of the regime. 

Blaydes (2010) describes these outlays and their influence on public sector employees 

at all levels: 

They are actually payments for abstention or as disincentives to 

support opposition candidates. Public sector employees … feel less 

dissatisfied with their financial status when they receive these benefits. 

They are also reminded that, as bureaucrats or public sector workers, 

their livelihoods are tied to the state and that the security of their jobs 

may be in question under a different form of government.  (p. 84) 

This dynamic enforces the patron-client relationship, where everything the patron 

provides to the client is intended as a favor rather than a right guaranteed by law. In 

return, such favors necessitate political allegiance from the client. In this sense, it is not 

surprising for the regime to time those pay rises or bonuses right before the 

parliamentary and presidential elections. In this sitting, salary rises are difficult to 
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achieve by a new law. In fact, issuing a law might distort this informal arrangement that 

has been maintained by the regime for decades.  

The former minister gave another example from the health sector. He highlighted an 

informal agreement between the government and the doctors working for the ministry 

of health. In this arrangement, the doctors are expected to show up a day or two per 

week in exchange for a stable job with low salary plus a retirement pension. Thus, it is a 

bargain deal, in which lecturers and doctors have accepted secure employment with no 

accountability on performance in exchange for their political support. This is another 

aspect the Bank was unable to recognize about the local context, specifically the 

informal rules that govern Egypt’s institutions.  

Lack of awareness of these informal rules leads to underestimation of the impediments 

to the reform process. This is because functioning of institutions as well as their reform 

is affected by informal rules. Andrews (2013) explains the significance of informal 

rules to the makeup of official institutions and their change: 

Although informal, they are key to political and economic power 

relationships … Informal mechanisms often determine the influence 

that formal dimensions enjoy and the avenues that exist for change . (p. 

76-77) 

He goes on to advise that the problem with informal rules is the fact that they are 

“implicit and seldom visible” for the international organizations to see (ibid., p. 76). 

Therefore, I can argue that the inability of the Bank to map such informal rules coupled 

with its focus on technical reforms have contributed to the failure to facilitate some 

reforms. The interviewee proceeded to reveal that the salaries of the faculty members 

were increased a few years after ousting the regime leadership in the 2011 popular 

uprising. However, such pay increases did not translate into a tangible difference in 

performance by the academic staff. He explained this paradox as follows: 

The system is not ready for discipline. It is happy like that. People are 

happy. Whoever wants to come, comes ... whoever wants to travel for 

an overseas job offer, travels ... you teach , you don’t, nobody holds 

you accountable. (interview, GP11) 
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Indeed, a Bank report on education in Egypt attests that the attention paid to reforming 

accountability of educators and educational entities has been insignificant (Galal, 2008). 

I argue that the inaction of the state in this regard goes back to the fact that the state 

considers the higher education sector as an extension of the public sector. The later has 

long been used by the regime to create a political base and sustain the political structure 

of the state. It is also used as a source of secure employment and social security benefits 

to the more educated middle-class in exchange for their political acquiescence. This 

patron-client relationship embodies the neo-patrimonial character of the state. In this 

relationship, the regime relied on a wide range of rent resources, which are then 

distributed amongst different segments of the population to secure the regime’s 

domestic legitimacy. Accordingly, the whole system embodies the redistribution policy 

as a survival strategy. A further participant elaborated on this theme and added that: 

I always say that the job security we enjoy leads to relaxation in work 

and performance. Because no one can fire him, so he is liking the 

status quo. He comes and throws the two words he knows to the 

students and that’s it. Second, they [faculty members] don ’t want to be 

controlled. You are imposing a system. Due to the lack of a system to 

manage and assess, you have to create one. (interview, GP1, August 

29, 2017) 

Thus, maintaining the status quo serves two purposes and one end for the regime. First, 

by using the free education policy, the regime appears as a strong advocate of inclusive 

policies and gain popular support from the student population and their families. 

Second, by providing a stable work environment for the academic community in return 

for their political support. Pleasing the two sides of the equation would mean no 

political mobilization on campuses which have long been the starting point for popular 

uprisings against the ruling regime. Therefore, I can conclude that the failure of reform 

is either a direct outcome of the regime’s survival strategy or the ramifications of it.  

For this particular reason, we can understand why the state is not keen on enacting laws 

and regulations to enforce accountability. The state that opposes reforming the pay 

structure is the same state that does not seek to hold the academic community 
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accountable for their performance. Because one thing leads to another. If the state 

demands higher performance, punctuality, and research from the academic community, 

they in turn will demand higher salaries, more funding, and autonomy. This would 

mean the higher education sector does not serve its political purpose any more. This 

interpretation is very evident by the fact that even when the academic community 

managed to get the pay raise they were demanding, the state did not ask for better 

performance in return. In other words, the state does not want performance to be the 

criterion for faculty members to maintain their jobs. Rather, their political allegiance 

and maintaining the status quo keep them in their jobs.   

Contrary to the ineffective institutional reforms which were mainly driven by best 

practice solutions, one of the interviewees mentioned a partially successful reform of 

the selection process of university presidents. I asked the former advisor to the minister, 

who is also a professor in Cairo university, about how politics interfere in the 

governance of universities. He answered by giving an example of the appointment of 

universities’ presidents which has long been a decision of the state authority.  

The appointment of universities’ presidents had gone through many 

stages and we made recommendations that it has to stay away from the 

government, should not be appointed by the president. This system has 

changed now. A representative committee from the university opens 

the door for anyone to apply and present his vision for university 

development. Based on that, the committee selects three. The state then 

selects one of those three. Before that it was highly politicized. The 

position of the university president was a political position, hundred 

percent. (interview, GP1) 

While reforming the selection process of university presidents was not part of the HEEP 

project it, there are valuable insights we can extract from this example. First of all, this 

semi-successful reform embodies the “muddling through” process which was coined by 

Lindblom (1959) and was later defined by McCay (2002, p. 368) as “a go- slow, 

incremental approach to problem solving.” Andrews (2015) describes the difference 
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when change is problem-driven rather than pre-determined with the best practice 

solutions: 

… the reform content emerges through a process of experimentation 

and trial and error; with multiple agents playing different leadership 

roles; producing a mixed-form hybrid that is fitted to the peculiar 

context. (p. 197) 

Thus, the nature of this approach implies “incrementalism or gradualism” given the 

multitude of the many bits and pieces of the reform process (Andrews et al., 2013, p. 

238). The reform outcome might not be perfect but it has a higher chance to succeed 

because it is “politically acceptable and within the resources of government.” as Rose 

(2003, p. 20) suggests.  

In addition, this locally initiated reform indicates that the political compromise 

was a significant part of the reform process. The state may have allowed the 

academic community to choose its representatives but only to a certain degree. 

The final choice remained a decision of the political leadership. When I asked 

the interviewee about whether the political interests of the regime played a 

factor in the approval or the rejection of reforms, he had a definite answer and 

gave an example of the nomination of university presidents: 

Yes, absolutely and this is why there is compromise. It is not entirely 

left to the board of the university but you have to nominate three 

persons and the government selects. The nomination is presented to the 

prime minister and he presents to the State President and here comes 

the political dimension. But the nominee has to fulfil fi rst the 

requirements set by the academic community. So it is decided by the 

academic community rather than imposed for political reasons. But this 

compromise is acceptable, because you have already qualified three. 

The selection of one of them because he has unknown agenda to the 

committee is another story. (interview, GP1)  

This statement offers two further insights about the significance of political dimensions 

to reforms. First, it shows how the political survival of the regime had the final call 
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about whether certain reforms should be adopted or blocked. In other words, the state 

does not want a university president who carries the opposition ideology to challenge 

the ruling regime through his position. Therefore, the regime only agreed to move 

forward with this reform component when it was reassured that its political interests 

would not be threatened. Second, it shows how politically informed reforms have a 

higher chance of success. 

Local reform agents showed awareness of the political constraints and were able to 

maneuver and accept what Rodrik (2008) calls the "second best institution”. By 

appreciating the local context, the academic community managed to get what they 

desired without compromising the regime’s interests. Despite using the best practice of 

the Western institutions, understanding and respecting the prevailing context allowed 

the reform initiative to go through. Had the reform agents attempted to impose the best 

practices they have seen in Western countries they visited without regard to the political 

context, the final outcome would have been different. As Rodrik suggests “best-practice 

institutions are, almost by definition, non-contextual and do not take into account these 

complications” (ibid., p. 104). Most likely the whole reform would have been blocked 

and turned into a failure.  

The participant revealed how the external influence by international organizations falls 

short in the face of domestic politics. He was asked whether the reform was triggered 

locally or through the external pressure from the Bank. He answered: 

Also, it was our request – in order to exert a pressure on the state, you 

have to pinpoint the critical things, so much to be done. We helped 

them to be more critical. Because we all  know here that unless you 

identify that there are really needs - urgent needs – no one is going to 

move. So this was one of the messages that we communicated. And I 

think they indicated those needs in the OECD book accordingly.  

(interview, GP1, August 29,  2017)   

The statement indicates local politics are much more powerful that many other factors 

conducive to reform. The existence of what they call champions of change, the local 

awareness of existing problems combined with external pressure are not strong enough 
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drivers to bring about reform if they clash with political interests of the incumbent 

regime.  

In summary, data from interviews and documents supports the proposition that the 

outcomes of externally facilitated reforms are shaped by the political survival of the 

incumbent regime rather than the public interest. This evidence accords with the 

conclusion of Zimmermann (2017) that Egypt has not benefited from foreign aid due to 

embracing the redistribution strategy for political survival. This finding is also enforced 

by a more general trend in the literature that all development activities by international 

organizations are in fact political and affect the political context (Carothers & De 

Gramont, 2013; Edelmann, 2009; Landell-Mills et al., 2007; Warrener, 2004, p. 21; 

Yanguas & Bukenya, 2016).  

Proposition (4): Reforms as Signals  

P4: The government applies reforms as signals or forms 

CP4: The government applies reforms as functions 

This unit of analysis provides a strong case on how the mismatch between the best 

practice models and political survival considerations could result in reforms as mere 

appearances rather than change on the ground. An example is the new law that stopped 

as a draft but failed to pass in the parliament. Further example was given by a professor 

in a public university. She expressed her frustration with the quality assurance 

monitoring procedures: 

Those people who follow up with us on quality assurance in the 

university frustrate me. They would tell you look: you have to follow 

this way. They would tell you go right and after a while they would 

come back and tell you no go left. (interview, GP9, September 25, 

2017) 

This excerpt reflects how the specific quality assurance procedures which were crafted 

through imitating the best practice models in the United Kingdom were applied without 

much thought. It also reveals that those who implemented them were very focused on 
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the form rather than the function. In other words, they were fixated upon getting the 

form right based on what they saw in the advanced Western institutions.  

One of the key problems with the one-best-way models promoted by the foreign aid 

agencies is that they are advertised as an immediate fix to the problems they are 

addressing. As Lindblom (1959, p. 85) suggested “Non-incremental policy proposals 

are therefore typically not only politically irrelevant but also unpredictable in their 

consequences.” The political will, shaped by the survival strategy of the incumbent 

regime, plays a great role in the nature of reform outcomes even when facilitated with 

foreign aid. Because the state did not have a genuine interest in quality higher 

education, reforms ended up as a form rather than a function. A clear example here is 

the NAQAAE, the quality assurance agency which was established by a presidential 

decree in 2006. Thirteen years since its creation, the quality of higher education has not 

improved. In fact, it continued to deteriorate. 

This paradox led me to seek further clarification, to this he suggested that “Some people 

take it serious whereas others consider it just paperwork” (interview, GP11, October 12, 

2017). The minister did not give exact information on the proportion of faculty 

members who takes the quality work seriously and those who just complete the 

paperwork. I also do not believe there would be any information of such kind available. 

Yet, the very fact that the quality of higher education did not stop deteriorating despite 

the establishment of a quality agency indicates that the vast majority of the academic 

community considers the quality work as just paperwork. Another interviewee 

reinforced this interpretation by describing the resistance by the academic community 

towards the introduction of quality assurance scheme: “That took seven years of 

resistance from the academic community towards the quality assurance mechanism” 

(interview, GP1, August 29, 2017).  

Andrews (2013); Andrews et al. (2013) suggest that the production of reforms as signals 

or forms is usually fueled by either the desire to maintain the flow of foreign aid or to 

gain external legitimacy. The production of reforms as signals in this sub-case seems to 

be a result of the second factor. Local reform agents attempted to obtain international 

legitimacy by adhering to the British best practices to achieve quality assurance. This 
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was indicated in the response “we wanted to develop our system according to 

international laws” (GP1). The way this participant described the best practices as 

“international laws” is telling. It indicates that those practices are viewed not just as the 

one best way but rather as the only way of doing things. All institutions are therefore 

expected to abide by those laws to be legitimate on the international level.  

Adopting reforms that did not necessarily clash with political considerations such as 

quality assurance mechanisms but still lacked a genuine political will may have led to 

reforms being produced as signals. This could be the case when the government 

commitment to fund the higher education sector intends to sustain the free education 

legacy of the long ruling regime. Hence, the government would only provide the funds 

that are necessary to create the form but not enough to obtain the functionality. The 

form here is the “state commitment to free education” whereas functionality is an 

effective, quality driven higher education. The desire to maintain foreign aid does not 

appear to be the driver to implement reforms as signals. I asked the former minister of 

higher education about the motive to seek the Bank’s support. He negated financial 

need as the motive: “I don’t think it was because of lack of funding. The evidence on 

that was the fact that the government declined an offer from the Bank to finance the 

second phase of the reform” (interview, GP11, October 12, 2017). 

7.4 Concluding Remarks 

This unit of analysis showed similar, if not identical, findings to those of the previous 

unit (see Figure 7.1). The “politically unguided intervention” model developed in this 

thesis was able to explain the mixed effectiveness of the Bank’s intervention to 

facilitate institutional reform of Egypt’s higher education sector. Domestic politics were 

ignored as evident in the lack of attention to the political context during the project 

preparation stage. The weak understanding of the politics governing the sector was 

vivid during project implementation. The Bank’s reliance on the best practice-based 

reforms was manifest in its funding of learning trips to higher education institutions in 

four advanced Western nations and the mimicry of the British systems. Politics were 

strongly emphasized as the reason why major institutional reforms were blocked. 

Political survival of the State regime was proved to be the essence of these politics. 
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The findings of this sub-case support the view that “foreign aid is only as good as the 

ability of a developing country to use it effectively” (Birdsall et al., 2005, p. 143). That 

ability exists when recipient countries establish good institutional environments 

(Bräutigam, 2000). Apparently, the government of Egypt had access to the World 

Bank’s funds and its technical expertise. However, the neopatrimonial state structure 

and political system had the upper hand in determining the course of action and the 

outcomes of reform. Institutional reform externally facilitated by the Bank fell short in 

the face of the unhelpful political interests of the incumbent regime.  

The explanatory model was able to uncover the underlying factors that allowed the 

implementation of certain reforms and blocked others. The existence of government 

commitment and ownership were cited by the Bank as causes for the success of reforms 

(The World Bank, 2009). This analysis interrogated such claim and explanation. It 

proved that the Bank’s intervention was ineffective for the most part. It also revealed 

that government commitment was frustrated by the State regime’s politics of survival. 

As this analysis has shown the government commitment alone was not enough to pass 

legislation that would have given universities more institutional autonomy: 

Despite the MOHE commitment to the reform, the several drafts 

prepared faced resistance in the Parliament. Meanwhile, the MOHE 

passed a reform to link academic staff pay to performance . (p. vii) 

This sub-case offers a deeper understanding of why governments might lose ownership 

in a reform process. Specifically, it reveals that that country’s ownership of reforms 

could be undermined when reforms rely on mimicry of best practice-based solutions 

that is led by external agents of the Bank. 

Finally, this study opens the door for a future area of research on the dynamics of 

knowledge sharing and decision making inside the Bank. I have provided evidence from 

a 2002 Bank report on the Bank’s interventions in higher education. The report 

acknowledged the promotion of homogenous reforms without investigating whether 

particular contexts accept such kinds of reforms. Lastly, in terms of the contradictions 

in the Bank’s interventions, a clear example was that the Bank made a decision not to 

fund any activity that would expand access to higher education. Yet, the Bank funded 
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the SEEP project knowing that increasing the number of secondary school students will 

inevitably raise enrollments at higher education institutions (The World Bank, 2002c, p. 

40). This suggests a lack of effective communication within the Bank regarding its 

sectoral policies in an individual country which risks reducing the overall effectiveness 

and consistence of its interventions. 

In conclusion, this unit of analysis together with the earlier one support my propositions 

and explanatory model. Perhaps this is not surprising considering how closely related 

the two sectors. Therefore, the following chapter will examine a completely different 

sector to gauge if the explanatory model still holds. The financial sector reform, in the 

next chapter, serves this purpose.  

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
208 

 

Chapter 8: Financial Sector Development Policy Loans 

 

Introduction  

 
In the previous two chapters, I tested the explanatory model against two ineffective 

Bank interventions, SEEP and HEEP. Both cases have shown that political survival was 

the key factor in the failure of reforms. They were largely ineffective because they 

relied on best-practice-based reforms which either clashed with political survival of the 

ruling regime or their adaptation to the local context was led by outsiders rather than 

local reform agents. To further test the validity of this thesis’s argument and 

explanatory model, I now test them against an intervention in the financial sector which 

was deemed effective by the Bank, IMF and other financial (IMF & World Bank, 

2007).  

The aim is to uncover the dynamics that led to the success of this Bank-funded 

intervention. As noted in the background chapter (see page 125). the financial sector 

reforms led to many improvements in the quality and the size of the banking and non-

banking financial institutions. This resulted in higher economic growth rates in the 

years that followed the financial reforms.  

This examination comprises a series of three Bank projects in the area of financial 

development. As discussed in chapter five, the three projects sought to support Egypt’s 

financial sector reform program and enable it to become more efficient, inclusive, and 

private sector led. All three projects involved comprehensive institutional restructuring 

of both banking and non-banking financial institutions. Similar to the earlier two cases, 

the analysis of this case reveals that the Bank lacked strong understanding of the 

political context at the sectoral level. Contrary to the two education reform 

interventions, these best practice-based reforms were aligned with political survival 
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motives of State incumbents. For example, there was a fear of an imminent financial 

crisis due to pervasive problems with the financial sector which would have had 

detrimental impact on the political stability of the country. The role of political elites, 

including the President’s son and his supporting interest groups were also a strong 

driver of reforms. Finally, financial sector reform presents evidence that successful 

adoption of international best practices can occur provided that adaptation to the local 

context is undertaken by locals decisionmakers rather than by external advisers.  

Institutional Reform of Financial Sector 

Institutional reform lays down the necessary infrastructure for a well-functioning 

financial system. It has been core to the reform of developing countries’ financial 

sectors. Delis (2012) noted that well-functioning institutions are prerequisites for the 

success of financial development. Likewise, Naceur and Omran (2011) presented 

evidence on the positive relationship between improvements in regulatory and 

institutional factors and the performance of banks. Institutional reforms of financial 

sector include several measures such as access to information, adequate credit 

assessment, and accounting regulations. It also comprises the development of equity 

markets, which allows businesses to obtain financing from sources other than bank 

credit. Consequently, this allows for the liberalization of interest rates and minimizes 

the vulnerability of firms to interest rate hikes (Villanueva & Mirakhor, 1990, p. 529). 

Financial reforms also require governments to withdraw from credit allocation and 

focus on building a market environment that is more conducive to competition amongst 

financial institutions and ensuring more secure operations with private sector enterprises 

(Caprio & Summers, 1993).  

8.1 World Bank and Financial Reform 

There is an extensive body of literature suggesting a positive correlation between the 

development of financial sectors and the pace of economic growth (Abu-Bader & Abu-

Qarn, 2005; Bolbol, Fatheldin, & Omran, 2005; Demirgüç-Kunt & Maksimovic, 1998; 

Durusu-Ciftci, Ispir, & Yetkiner, 2017; Jayaratne & Strahan, 1996; King & Levine, 

1993; Rajan & Zingales, 2003). Different levels of development and quality in financial 
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systems affect the rate of saving and availability of financing for investments and thus 

growth rate (Bekaert, Harvey, & Lundblad, 2005; Pagano, 1993). Financial 

development also affects productivity through financing high-yielding projects and 

businesses (Fernandez & Galetovic, 1994; Jayaratne & Strahan, 1996). While 

strengthening a country’s financial sector is not a panacea to other problematic areas of 

an economy, poorly functioning financial systems can have a detrimental impact on the 

economy, especially on the availability of credit (Gelb & Honohan, 1991, p. 91).  

Financial sector reform is closely related to the mission of the Bank, which is to help 

developing countries achieve higher economic growth rates in a bid to reduce poverty 

(Gelb & Honohan, 1991; Holzmann, 2000; The World Bank, 2006b). The Bank started 

providing financial sector adjustment loans in the late 1980s to help developing 

countries address problems with their financial policies and systems (Gelb & Honohan, 

1991). The driver for reform sprang from prevalent dysfunctional financial sectors in 

most of the developing countries. Such problems were manifested in the bankruptcy of 

banks, especially public ones. Insolvency of public banks resulted from poor risk 

management and lack of effective supervision. State ownership allowed governments to 

direct lending to uncreditworthy borrowers such as public enterprises without sufficient 

due diligence in regards how the funds would be used. This was endemic in Egypt 

(Springborg, 2018, p. 17). Maintaining confidence in the system required the state to 

indemnify depositors by recapitalizing banks which meant draining the government 

budget. Banks’ insolvency also meant that creditworthy clients would not have access 

to the needed capital to finance promising investment projects. The result was 

disastrous as private sector growth stagnated, output declined, and the economy slowed. 

A further complication with the financial sectors in developing countries is the 

negligence of nonbank financial institutions, such as joint ventures, insurance 

companies, and the stock market. Non-bank financial institutions have an important role 

in complementing banks’ contribution to economic development such as providing 

capital to long-term industrial investments. This is particularly true in areas where the 

Bank’s performance is questioned. (Gelb & Honohan, 1991, p. 79). The Bank has 

focused on developing capital markets capable of providing investors with access to 

financial resources because it perceives capital markets as being better suited to finance 
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risky investments that offer higher returns to investors. Effective capital markets require 

sound regulatory and institutional framework to protect individual investors from fraud 

and conflicts of interest. This entails ensuring transparency and proper disclosure of 

their financial position (ibid., p. 79-80).  

As Gelb and Honohan (1991) note, typical reforms of financial sectors involve 

institutional reform and policy changes to strengthen prudential rules and supervision of 

financial institutions, minimizing government control over credit, and expanding private 

sector participation. The Bank’s adjustment loans to strengthen financial sectors 

comprise three components: First, restoring solvency to financial systems through 

strengthening accounting and auditing capabilities, requiring struggling banks to 

introduce new management, provisioning rules, and portfolio classification. It also 

requires banks to clean up their bad loans, while forcing worse functioning banks to 

either recapitalize, liquidate, or consolidate through mergers with other banks. In 

addition, reforms aim at improving bank supervision to guard against returning to bad 

lending policies, and thus, a recurrence of insolvency (ibid., p. 81). Second, freeing up 

the financial system involves lifting interest rate controls on deposits, liberalizing 

foreign exchange control, and reduction of taxes on the financial sector (ibid., p. 84-85). 

Third, building capital markets involves: (i) establishing a sound legislative framework, 

(ii) reforming taxation, (iii) technical assistance to establish the required set of 

institutions and intermediaries, and (iv) designing a system to provide liquidity for the 

capital market to operate (ibid., p. 85).  

The Development Policy Loan Instrument 

The financial sector development loans which is the focus of this chapter are funded 

through the Development Policy Loan (DPL). The World Bank (2013c) defines this 

funding instrument as: 

…policy-based financing, which the Bank  provides in the form of loans 

or grants to help a borrower address actual or anticipated development 

financing requirements … [it] aims to help a borrower achieve 

sustainable reductions in poverty through a program of policy and 

institutional actions that promote growth and enhance the well -being 
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and increase the incomes of poor people … They typically support a 

program of policy and institutional actions …  (p. 1) 

Policy-based lending by the Bank started in 1980 with the introduction of structural 

adjustment programs (Thomas, Chhibber, & Dailami, 1991). In the context of financial 

sector reform, policy-based loans finance major fiscal costs incurred in the reform 

process such as missing tax revenues from liberalization of financial systems. It also 

looks after the fiscal cost of bailing out and restructuring insolvent financial institutions 

(Gelb & Honohan, 1991, p. 92). 

This form of loan comes with a set of conditions on the recipient country, and they must 

be completed for the loan funds to be disbursed. According to Mosley et al. (1995, p. 

65), conditionality is “a side condition designed to ensure the execution of a contract”. 

The Bank uses these conditions to induce economic policy changes in the aid recipient 

country. Specifically, conditionality exerts pressure on the borrower to remove 

damaging state interventions, or what the authors describe as “fundamental policy-

induced obstacles to economic growth” (ibid., p. 67). The borrowing country has to 

exhibit satisfactory implementation of support programs, the associated conditions, and 

adhere to “an adequate macroeconomic policy framework” for the Bank to make the 

funds available to the recipient country (The World Bank, 2013c, p. 3). In other words, 

international financial institutions link the provision of foreign aid to the 

implementation of policy reforms conducive to economic development (Koeberle, 

2003). In the case of Egypt, this meant the government was required to undertake 

certain policy and institutional reforms prior to distribution of funds.  

8.2 Financial Sector Development Policy Loan 

According to the Bank program document, Egypt had a strong commitment to 

economic reform and to building an efficient, market-based financial system. Such 

commitment was manifested in the appointment of a reformist government in 2004 and 

the endorsement of its reform agenda by the State President (The World Bank, 2007b). 

The Bank perceived this step as an “unequivocal signal to investors and the donors’ that 

Egypt is seriously committed to move towards a private-led economy.” (The World 
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Bank, 2010b, p. 4). The government was also motivated by the threat from the 

deterioration of the banking system which was evident in the accumulation of the non-

performing loans. The third DPL was triggered by a government’s desire to consolidate 

previous reforms, especially after the 2008 international financial crisis (The World 

Bank, 2012).  

As per a financial sector assessment jointly completed by the IMF and the Bank, 

Egypt’s Financial Sector Reform Program (FSRP) had economic and developmental 

objectives. On the economic growth side, the project aimed at creating an enabling 

environment that encouraged investment by, and participation of, the private sector in a 

better regulated financial system. It also sought to increase output and reduce deficit 

through creating a more resilient, efficient, and diversified financial sector. On the level 

of national development, the project was to contribute to growing personal wealth 

through expanding public access to modern and more competitive financial services 

(IMF & World Bank, 2007).  

The reform program had two phases: the first was completed between 2004 and 2008, 

and the second was completed between 2009 and 2012. The beneficiaries of the 

financial reform project were the banking sector and the non-bank financial sector. The 

first was represented by the Central Bank while the other was represented by the 

Ministry of Investment as it fell under its umbrella. The Bank supported the country’s 

financial reform program by a series of three Financial Sector Development Policy 

Loans as follows: 

Project (1): Financial Sector Development Policy Loan (DPL I) (2006 – 

2007) 

The main objective of this loan was to support the first phase of FSRP via building “a 

more competitive financial sector, with a sound banking system and insurance industry 

able to provide modern and efficient financial services” (The World Bank, 2008b, p. 1). 

The operation was designed to support policy reforms in five areas: strengthening the 

regulatory framework in banking and insurance; institutional and financial restructuring 

of state-owned banks; reducing public control over banking sector institutions; 

restructuring state-owned insurance companies; and, strengthening the fiduciary 
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framework for public financial management. This project was effective in June 2006 

and was completed at the end of June 2007. Compared to the reforms in the education 

sector this was a very speedy process. The budget of this Bank’s loan was a one-tranche 

of US$500 million. The loan was disbursed upon the completion of certain conditions. 

According to the loan agreement (The World Bank, 2006b), in addition to maintaining a 

sound macro-economic framework, the Egyptian government had to fulfill the twelve 

prior actions. These actions focused on institutional restructuring and capacity building 

of both the banking and non-banking sectors.  

This project led to a significant improvement in the functioning of the financial sector. 

The successful reform was evident in the country’s economy in terms of “accelerating 

economic growth, increasing private investment and employment, and improved market 

confidence” (The World Bank, 2008b, p. 2). For the banking sector, a detailed program 

for strengthening the legal, regulatory and supervisory framework of banks was 

adopted; two state-owned commercial banks were restructured; NPLs were reduced by 

an outstanding 60 percent; 94 percent of the state-owned bank ownership in joint 

venture banks was divested; the fourth largest state-owned bank - Bank of Alexandria 

was privatized; through mergers and acquisitions, banking consolidation reduced the 

number of banks from 57 in 2004 to 40 in 2007; restructuring of the insurance sector 

was also progressing and a new law was passed in May 2008; and public financial 

management was strengthened through better controls over revenues and spending 

(ibid., p. 3). The capital market was reinvigorated as evidenced by the growth of equity 

market capitalization from 40 to 90 percent of GDP and the increased turnover ratio 

from 20 to 50 percent over the period between 2004 and 2007 (The World Bank, 2007a, 

p. 23). Participation of the retail domestic and foreign investors in the stock market was 

expanded significantly (IMF & World Bank, 2007).  

Project (2): Financial Sector Development Policy Loan II (DPL II) 

(2009) 

This operation started in March 2009 and was completed by the end of that year. The 

budget of this DPL loan was a one-tranche of US$500 million plus an equivalent loan 

from the AFDB. The U.S. AID and European Central Bank also contributed with 
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technical assistance. The DPL II continued the efforts of the first project to reform the 

banking and insurance sectors. This project supported reforms in the governance of 

financial sector including reforming takeovers and public tender offers; revamping the 

regulatory framework for investment funds; introducing international auditing and 

financial reporting standards; and strengthening the supervisory framework for capital 

markets. Similar to the first DPL, the loan was disbursed upon the fulfilment of a list of 

fifteen conditions. According to the implementation report (The World Bank, 2010b), 

those conditions were mutually designed by the Egyptian government and the Bank 

(ibid.). The Bank rated the project’s outcome as satisfactory (The World Bank, 2010b). 

The report claims that the successful reform of the financial sector had led to higher rate 

of economic growth from 5.1 percent during 2004-06 to 6.3 percent during 2006-09.  

Project (3): Third Financial Sector Development Policy Loan III (DPL 

III) (2010 – 2011) 

The project started in April 2010 and concluded in December 2011. Similar to the two 

previous Development Policy Loans, the budget of this loan was US$500 million. 

Foreign aid in the form of technical assistance was also provided by other institutions 

such as the IMF, the EU, U.S. AID, and AFDB. DPL III continued to deepen financial 

sector reforms. It also focused on enhancing financial access and intermediation and 

increasing the role of private sector in the provision of financial services (The World 

Bank, 2012). The operation attempted to facilitate reforms in several policy areas 

through a number of conditions  

Despite minor shortcomings due to disruptions from the 2011 popular uprising, the 

project accomplished most of the planned reforms and contributed to the financial 

stability of the country during the political turmoil (The World Bank, 2013d). The 

project’s overall outcome was deemed satisfactory by the Bank. As for restructuring 

public banks to improve their profitability and efficiency, all non-performing loans of 

the state-owned enterprises (SOEs) were resolved. Supervisory capabilities of the 

Central Bank were improved, and all Egyptian banks became compliant with safer 

banking practices. Reform of the non-bank financial sector showed mixed performance. 

For example, the number of mutual and investment funds grew but at a diminishing 
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rate. Private sector participation in the pension funds showed limited progress. 

Furthermore, the political unrest delayed the issuance of laws organizing microfinance 

and private pension funds (ibid.).  

The overall outcome of the three DPLs 

According to The World Bank (2010a), the reform program had a significant impact on 

the financial sector of Egypt. Specifically, “the banking sector moved from a state 

dominated to a stronger, more effective, private sector led system.” (p. 2). For example, 

almost all of state-owned banks’ shares were divested into joint venture banks; the 

banking sector was consolidated; financial and institutional restructuring of all 

remaining public banks, including the resolution of all NPLs held by public sector 

enterprises. On the non-banking level, the insurance sector was restructured through 

reduction of state ownership and reform of its regulatory framework; capital markets 

expanded and were reinforced with an effective supervisory structure; a new mortgage 

finance system was developed to strengthen the housing market and reform of private 

pensions was initiated. Finally, a strategy was developed to expand access to finance 

and achieve a more inclusive financial system through allowing Non-Bank Financial 

Intermediaries to provide micro-lending to SMEs (The World Bank, 2012).  

Building on evidence presented in chapter five, the tangible outcomes of the three 

projects tell us that the Bank’s assistance was effective in facilitating institutional 

reform of the financial sector. The former minister of investment noted that the success 

of reforms in the financial sector is measured by the sector’s strength in the face of 

economic crises. He said that: 

There is a rule that the financial sector can be full of problems, only 

when it’s faced with shocks these problems come to the surface … 

What told us it was successful is the fact that the financial sector was 

exposed to strong shocks and tests from 2004 until yesterday. It is 

being hit for 15 years with painful crises, such as the tourism crisis, 

the 2008 global financial crisis, etc. That’s the measure for successful 

reforms. (interview, GP14, August 8, 2018)  
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A similar declaration was made earlier by Sahar Nasr, the Bank’s Task Team Leader of 

these three interventions as reported by Asia News Monitor (2010): 

Egypt was able to weather the recent global financial crisis due to the 

Central Bank of Egypt and the Ministry of Investment successful 

implementation of the comprehensive Financial Sector Reform 

Program that led to the improvement of the performance of the 

financial sector and the strengthening of the sector's regulatory and 

supervisory authorities, as well as the financial institutional 

infrastructure. 

Evidence from the literature supports these statements. Jreisat and Hassan (2016, p. 28) 

found that economic crises had no statistically negative impact on the productivity of 

Egyptian banks. The outcomes of the three projects also tell us that reforms were 

genuinely adopted. The Bank attributed the success of these reform projects to 

substantial prior analytical work, strong government’s ownership and commitment to 

reforms, extensive consultation with stakeholders on the design of the reform program, 

and outstanding coordination among participating foreign aid organizations (The World 

Bank, 2008b, 2010b; 2012, p. 7). These explanations of projects’ success by the Bank 

do not tell us why the government showed such strong commitment and ownership in 

the first place. This thesis explains the successful outcome of these projects by 

identifying its root causes using a process tracing model. The following section 

examines the factors that led to the success of these reforms as opposed to the two 

previous cases. 

8.3 Discussion and Data Analysis 

Proposition (1): Insufficient Understanding of the Local Political 

Context 

P1: The Bank starts its intervention with a weak understanding of the political context  

CP1: The Bank starts its intervention with a strong understanding of the political 

context 
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Analysis of the Bank documents confirms the absence of a thorough political analysis 

of the local political context in Egypt. For example, the DPL I’s appraisal report lacked 

any sort of political economy analysis. A 115-page program document mentions the 

word “political” three times only, none of which referred to the Egyptian context. The 

DPL II’s report mentions the word seven times, mainly in general terms to establish the 

moderate political risk due to the government’s determination in undertaking reforms. 

Similarly, in the Bank’s program document of DPL III the word ‘political’ is only 

raised eight times. Only two of the eight times are country specific. They were also 

mentioned in the context of proving the government commitment or to preview the 

potential risk of government change after upcoming elections.  

The lack of a political economy analysis in the preparation stage was a theme reiterated 

by interviewees. One participant from the Bank responded to questions about the 

analytic work undertaken before the project was designed, and particularly about 

whether that included political economy analysis. He decisively answered: “No, not 

necessarily. It only lays out the macro-economic context. Most of the analysis was on 

the development dimension of reforms.” (interview, GP 13, December 5 2017). 

Accordingly, financial reform projects, like reforms of the two education sectors, lacked 

political analysis. Another participant from the Bank claimed that the nature of the 

political analysis completed by the Bank is usually broad and does not capture the 

political and power structure at a sectoral level: 

Whichever political economy analysis done by the Bank is usually 

broad. A political analysis on Egypt covers the role of the army, the 

government, political parties, the parliament, etc. But when you do a 

certain project, you need a much lower level political economy than 

what we are talking about here. And there isn’t really a systematic 

process of doing this to every project (interview, WP8, September 23, 

2017) 

This statement supports the critique of the efforts made by foreign aid organizations to 

integrate political economy analyses in their work in developing countries. A report by 
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the Bank itself confirms the difficulty of understanding the stakeholders’ incentives in a 

specific policy area (Fritz et al., 2014). It alludes to an information failure when it 

comes to the links between political drivers and certain sectors, and as a consequence, 

reform projects.  

The traditional approach has been to assemble such information 

informally as part of the tacit understanding of various agency sta ff 

members. Whereas such knowledge is very important, it is too 

unsystematic to be relied on as the only source of analysis for 

incentives and interests. Moreover, tacit knowledge accumulated by 

individual staff members tends to remain disconnected. ( ibid. p. 11) 

Moreover, knowledge of domestic politics is not translated into strategies for effective 

interventions. Some critics highlight the limited use and efficacy of political economy 

analyses in the Bank’s projects. For example, Yanguas and Hulme (2015) found that 

“the principles of political analysis are far from institutionalized in actual aid 

operations” of the Bank. Further evidence on the lack of adequate contextual analysis is 

presented in a joint review of the financial sector assessments conducted by the IMF 

and the Bank (International Monetary Fund & World Bank, 2003, p. 47). The 

interviewee gave an example on the crucial information about domestic politics that is 

not covered by the current political economy analyses employed by the Bank. 

For instance, in some ministries you could find a very powerful first 

secretary who runs the whole ministry. In other ministries, the minister 

is the one doing everything. These matters are not easy to uncover 

from a systematic political economy analysis.  

One factor, however, appears to make up for the absence of thorough political analysis. 

The fact that the reform program was completely prepared before the involvement of 

the Bank. The former minister of investment who was the mastermind behind the 

reform of the non-banking sector stated: 

So the advantage here in the financial sector is that in 2004 we knew 

what the problems were and the legal framework that supports the 
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reform process was there even before we went to the international 

institutions to ask them what to do. (interview, GP14, August 8, 2018) 

A similar statement was made by another financial specialist who participated in the 

reform program: “This reform program was not seen by the Bank, nor the IMF, nor the 

EU or the American institutions until it was fully completed (interview, GP13, 

December 5 2017). I asked the former minister if secrecy in preparation was needed to 

ensure success He answers: “Yes, because local ownership is one of the disruptive 

factors if missing.” (interview, GP14, August 8, 2018). In other words, the fact that 

local policymakers did not involve the Bank in planning of reforms was a crucial 

success factor.  

The former minister went on to add that “But it is not heroic to do it locally if you are 

lacking the qualified people.” He made an exception to the entirety of the reform 

program, namely the insurance and mortgage sectors which the country had no 

expertise on. He elaborated: “We took many ideas from the outside world, such as 

developing the insurance sector and the mortgage market. We knew nothing about 

them.” He went on to describe the form of Bank support in these two sectors and how it 

did not affect the country’s ownership of reforms. When I asked him about the extent to 

which the government relied on the Bank expertise, he answered:  

It was limited. Look at our original program and the Bank documents. I 

challenge you to find that they even did a fine-tuning, except for the 

insurance sector and the mortgage market. to be honest. They had a 

bigger role but in the banking and capital market, they had no role. 

Even with these two sectors, the proposal came from us but the 

technical assistance required from them needed to be bigger (interview, 

GP14, August 8, 2018) 

Another participant offered a similar answer about the completion of the reform 

program in its entirety before cooperating with the Bank. 

Why do you go to an international organization? Either for money or 

technical assistance. We did not want technical assistance from them 

because the reform program was already there, except in a particular 
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field, which is to train the staff and cadre especially in the insurance 

sector, mortgage finance, and other new areas. (interview, GP13, 

December 5 2017) 

These answers accord with evidence from the literature. Adly (2009, p. 17) described 

the action plan for the financial reforms as “internally designed and approved with the 

role of external actors confined to bouncing as consultants.” I followed up with a 

question to the former minister to confirm whether the country’s ownership stemmed 

from the fact that the reforms were tailored by the government. He responded 

positively:   

Yes. You negotiate something you did it yourself and persuade them of 

your viewpoint. In our program, we presented our proposal and h ow 

much it was going to cost. If you [the Bank] can’t offer it, I’ll look for 

others. We had back up plans if they didn’t lend us. (interview, GP14, 

August 8, 2018) 

These quotations echo what was emphasized by a Bank officer on the correlation 

between local ownership and who writes the reforms: “If the holder of the pen is a 

government official, it is typically stronger ownership than if the holder of the pen is a 

consultant or the World Bank.” (interview, WP10, September 28, 2017) 

The second contributing factor was the close connection of both sides of the 

intervention to the highest levels of the political leadership. From the Egyptian side, 

there was the Governor of the Central Bank – Farouk El-Okda - and the Minister of 

Investment - Mahmoud Mohieldin, and from the Bank’s side there was the Task Team 

Leader – Sahar Nasr. I asked one of the Bank’s participants if such connection to the 

political leadership contributed to the success of the reforms. He answered:  

No doubt. This applies to both sides: Mohield in from the Egyptian side 

and Nasr from the Bank. Not all ministers have the same power. Also, 

when you have a Bank’s team leader who is well aware of the political 

economy and knows who has the upper hand and who makes the 

decision. This understanding of the political economy is extremely 
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important. More importantly, if you have access to the decision 

makers. (interview, WP8, September 23, 2017)  

Another interviewee concurred that it is important for the Bank task team leader (TTL) 

“to know who you should talk to when you get stuck” (interview, GP 13, December 5 

2017). A third participant who had a prominent position in the Bank’s Cairo office went 

farther to describe the close connection between Nasr and the first lady as follows: 

“Was Sahar Nasr one of Suzan’s girlfriends? Yes, she was.” (interview, WP3, 

September 6, 2017). It was a fact that the first lady was powerful and involved in certain 

sectors and the appointment of many officials. Accordingly, I can argue that having a 

Bank’s project director that was well-connected to the government and the regime 

might have compensated for the lack of political analysis in the preparation stage. To 

conclude, evidence from interviews and the Bank documents support the explanation 

that the Bank started its intervention with a weak understanding of the political context.  

Proposition (2): Isomorphic Mimicry  

P2: The Bank promotes universal best practice-based reforms 

CP2: The Bank facilitates locally tailored reforms 

The financial sector reform represents another case of isomorphic mimicry, but in this 

instance, it was accepted by the government and had effective impact. The reference to 

the adoption of best practices and international standards is notable in the Bank 

documents. For example, the evaluation of the banking sector was plotted against what 

is generally regarded to be international best practice. (The World Bank, 2010a, p. 1). In 

the program document of DPL (I), there are references to the international standards and 

best practices to which banking supervision, capital markets, auditing and accounting 

procedures should be benchmarked. For instance, the document states that: “The 

government is also committed to completing and implementing the new legal 

framework applicable to capital markets and to taking the steps necessary to comply 

with the international best practices by IOSCO.” (The World Bank, 2006a, p. 94). In the 

program document of DPL (II), there are numerous references to the international best 

practices (The World Bank, 2008d). Likewise, program document of DPL (III) makes 

multiple references to the international best practices. According to the document, the 
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reform program’s activities “aim at putting Egypt in line with the best practices 

regarding regulation and supervision in banking” (The World Bank, 2010c, p. 19). 

There is a strong reference to the reliance of both the government and the Bank on the 

international best practices in their technical support. This is stated in the completion 

report of the DPL III (The World Bank, 2012): 

The reforms that the Egyptian authorities have undertaken over the 

past years were based on solid analytical work that has been conducted 

jointly by the IMF-World Bank … which was complemented by 

technical support and advisory services … based on international best 

practice. (p. 12) 

Furthermore, the completion report of DPL III frequently referred to best practices as 

the measurement indicators and expected outcomes for both the intermediate and long-

term. It is worth emphasizing here that local policymakers partially designed the reform 

program according to the recommendations of two Financial Sector Assessment 

Program (FSAP) completed by the IMF and the Bank in 2002 and 2007 (International 

Monetary Fund, 2007). Benchmarks and recommendations made under these FSAPs are 

primarily based on international best practices, as per a report by the International 

Monetary Fund and World Bank (2003). The former minister of investment also 

revealed that they learned from other countries’ successful experiences: “The idea of 

unifying the financial supervision. It was an idea I adopted and was inspired by 

Australia’s experience after they did Wallis report, which was after a financial crisis in 

Australia” (GP14). In other words, even though the local reform team utilized the 

recommendations of Bank and IMF, the reform agenda was decided and defined locally 

rather than by the Bank. So, while reforms relied on international best practices, they 

were largely led by locals who actively searched and learnt from several countries’ 

experiences. Moreover, the fact that recommendations of 2002 FSAP predated the first 

project by four years, allowed the reform team the time to adapt them to the local 

context on their own.  

The former minister defended the utility of the international best practices in the 

financial sector reform: 
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The ‘no one size fits all’ is a controversial issue raised by good people 

[alluding to their inexperience]. It’s good to respect peculiarities of 

sectors and countries but that should not prevent people from 

benefitting from the experience of one another. (GP14)  

When I asked the interviewee if reforms were customized, based on international best 

practice, he negated the customization term and elaborated on the ownership of the 

reform program: “It was not customization as if you were patching someone’s torn shirt. 

It was tailored based on existing problems at that time. And based on what we can solve 

locally.” He then indicated that the reform program was a mix of learning from other 

countries and locally inspired solutions, giving the following example:  

The 32 billion pounds in NPLs. Who paid them? It was the SOEs. How 

did they pay them? Not in cash but in lands. No one told us that idea. I 

did it based on a previous experience with the crisis of the public 

company of Arab Contractors. When this company was completing 

state projects in the 1990s and the state couldn’t not pay its dues. So, I 

sat with them and told them the state can pay part in cash and part in 

lands. So, I recalled this idea since I had success with it in 1999. We 

were inspired by both internal and external experiences.  

This quotation resonates with the “Problem-Driven Iterative Adaptation” (PDIA) 

approach suggested in the writings of Andrews et al. (2013). The authors assert that 

when reforms are driven by locally identified problems rather than solutions, they 

empower “a local process of finding solutions” (p. 12). Even though financial sector 

development resembles a model of pre-determined reforms which is criticized by the 

authors for stifling innovation, reforms appear to have been completed in an atmosphere 

of a looming crisis which is conducive for genuine commitment. Another participant 

offered a slightly different view on the role of the best practices yet emphasized the role 

of local ownership as the driving force behind reforms. 

Even the best practice you can counterfeit. That one size fits all 

approach does not work. If something worked in another country, it 

doesn’t necessarily mean it would work in my country. If I t ake it 
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blindly, it won’t work. But we knew how they worked there and looked 

how we could make them work within our boundaries and produce 

results. We studied countries’ experiences, but we had a pre -

determined vision. They [the Bank] came and saw it. They pushed for 

certain reforms and we pushed for others . (interview, GP13, December 

5, 2017) 

This statement indicates the active role of the local team in designing then defending the 

reform agenda before the Bank. It also proves that the 2004 reform program which was 

completed before the government started its consultations with the Bank included a 

domestic drive to adopt the international best practices in the financial sector. A report 

jointly prepared by the Bank and the IMF point to this fact: "Bank supervision is 

undergoing a reform process that aims at bringing supervision in Egypt up to 

international best practices by end 2008, in line with the program launched in 2004." 

(IMF & World Bank, 2007). This leads me to posit that such best practices were 

successfully adopted, because local reformers were able to learn from countries’ 

experiences and modify them to suit Egypt. This confirms the conclusion of Krause 

(2013) that “looking to good performers as models to imitate is just fine, as long as 

governments learn how to adapt on their own” (p. 3).  

In summary, evidence from Bank documents support the proposition that the Bank 

employed a technical approach to reform that was based on mimicking international 

best-practices. Interviews also indicate that the government was also inspired by the 

external experiences. If reforms relied on best practices like the reforms of two 

education sectors, why did they fare better. I argue that best practices were successfully 

adopted by the local institutions due to two reasons. The first is that local 

decisionmakers were able to learn from other countries’ experiences. and make changes 

independently rather than rely on external advisers. Reforms also took place in an 

environment that allowed decision makers to own reforms by looking internally and 

externally for viable solutions, something that would not have been done by outsiders. 

Second, and more importantly, those best practices can be described as “politically 

supportable and practically implementable” (Andrews et al., 2013, p. 2). They are 

reform actions that did not pose any political threat to the State incumbents., I will 
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establish in the next section that financial sector development was the domain used by a 

potential successor of the State President to establish his credentials as a legitimate 

reformer and statesman.  

Proposition (3): Political Survival   

P3: Political survival is the key determinant for whether reforms executed 

CP3: Public interest is the key determinant for whether reforms executed 

Financial Crisis and Political Will 

One of the themes repeated across the interviews was that the fear of a financial crisis 

was the main driver behind reforms. One of the participants from the Egyptian 

government responded to a question on the drivers of reforms: “So to answer your 

simple question, it was the crisis that triggered these reforms and it preceded 2004” 

(interview, GP 13, December 5 2017). Another interviewee also emphasized that: 

These reforms started with a crisis, like any other reforms. The crises 

in 1997-98, such as the crisis of the emerging markets, or Luxor crisis, 

or the sudden drop in oil prices, as well as the problem of the real -

estate bubble. The financial sector experienced a lot of crises due to 

several problems, which were revealed in the time of economic shock.   

(interview, GP14, August 8, 2018)  

This theme conforms with the broader literature on the political economy of reforms. 

Branson and Hanna (2000, p. 9) underline that “Policy formation is driven primarily by 

domestic political economy issues and often induced by crises”. It is also consistent 

with the literature on financial development, where economic crises have been cited as a 

major trigger of financial sector reform. For example, banking crises (Bekaert et al., 

2005), and balance-of-payments crises push governments to embark on reforms (Abiad 

& Mody, 2005, p. 84). Furthermore, the performance of the financial sector is 

particularly critical to the health of the overall economy and the functions of the state. 

An interviewee from the Bank pointed to this fact: 
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If you have a financial sector with high NPLs and a bank on the brink 

of bankruptcy, this is a big immediate focus you have to have. You 

have to focus on financial sector reform because if it doesn’t happen it 

will have severe consequences on many sectors . (interview, WP8, 

September 23, 2017) 

More importantly, a financial crisis would have threatened the survival of the ruling 

regime, whose survival depended on the distribution of resources among its supporters. 

As de Mesquita et al. (2005, p. 26) stress, “political survival is put at risk whenever 

leaders lack the resources to maintain the support of essential backers”.  

A Bank report too emphasizes the peculiarity of the financial sector: “Financial sector 

reform was fundamental to reform in other sectors and hence to growth and poverty 

reduction.” (The World Bank, 2008b, p. 2). Gelb and Honohan (1991, p. 91) describe 

the seriousness of dysfunction in a financial sector: “when things go seriously wrong in 

the financial system, such as hyperinflation or widespread bank failures, the impact on 

the economy can be sudden, dramatic, and long-lived.” Crises are indeed one of the 

factors that shapes and drives political will. I asked one of the interviewees from the 

Egyptian government if the political will was shaped by the fear of potential crisis? He 

decisively answered:  

It was not a fear of crisis. The crisis was already there. There is no 

more than when you ask about the percentage of NPLs and you don’t 

get an answer. It is a disaster. It is a calamity for someone setting on 

the board of the central bank. (interview, GP14, August 8, 2018)  

He went on to emphasize both the urgency and seriousness of reforms: “It was only the 

government and the central bank who pushed for reforms. The motivation was not 

market based but policy and regulatory based. Because the alternative was the collapse 

of the financial sector.” The interviewee continued to shed light on the unrelenting 

commitment of the political leadership towards the health of the financial sector, five 

years into the reform program. 

The commitment was from the government and the central bank and we 

presented it to the political leadership and told them if you don’t do 
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that, the financial sector will collapse. There was no joking about it. 

During the fall of Lehmann brothers, I was here in the US. They [the 

state presidency] called and asked me to come back to Egypt to tell 

them if our financial sector would withstand the crisis.  (interview, 

GP14) 

These quotations accord with evidence from the literature on the political economy of 

Egypt’s financial reforms. Roll (2010, p. 354) asserts that “Egypt was moving towards 

national insolvency and the political leadership was forced to react”. de Gramont (2014) 

describes how crises are powerful drivers of political commitment: “sustained political 

commitment tends to arise in response to issues that are not only serious but also pose a 

direct security, financial, or political threat to power holders” (p. 8).  

The President’s Son  

The manifestation of the political will towards reforming the financial sector 

commenced with appointing a reformist government in 2004. Inside the Cabinet, there 

was a powerful group of three ministers described as “the ministerial troika” 

(Srinivasan, 2005, p. 2). One of them was Mr. Mohieddin who was responsible for 

reforming the non-banking financial institutions in the reform program. Outside the 

cabinet, the Governor of the Central Bank, Mr. El-Okda, was responsible for the 

banking system. This leads us to talk about the strong political connections of these two 

officials in charge of the financial sector reform program.  

Inside the ruling party, there was an influential figure who headed the Policy 

Secretariat. Gamal Mubarak, was the powerful son of the President and his potential 

successor at the time (Fayed, 2010). In an interview with the World Investment News, 

Gamal stated his involvement in financial reforms since the late 1990s (WINNE, 1999). 

A substantial body of evidence attest to role of Gamal Mubarak in the financial reform 

process. According to Diwan, Keefer, and Schiffbauer (2014, p. 3), “In the early 2000s, 

President Hosni Mubarak’s son, Gamal, working closely with a group of economic 

experts and ambitious businessmen, shifted the country’s policies towards accelerated 

privatization and financial sector and trade reforms.” Roll (2010, p. 365) described the 

close connection of Mr. Mohieldin as “one of Gamal Mubarak’s closest confidants … 
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[who] acted as a connecting link between private sector, ruling party and government … 

he prepared and oversaw the second phase of financial sector reforms.”  

I asked two interviewees from the Bank about the success factors behind the financial 

reforms. One participant stated that: “I’d attribute it to a strong minister, directly 

connected to the President” (interview, WP3, September 6, 2017). In other words, the 

power of a certain minister is related to his close ties to the State President. The other 

participant offered a more detailed answer: “It comes back to the power of ministers and 

who can get their projects completed. In theory, the government has to endorse certain 

projects but in implementation there are ministers who are more powerful than others” 

(interview, WP8, September 23, 2017). The participant continued to elaborate on 

Minister Mohieldin’s close connection to the political leadership: “He was active and 

well-connected, so he was able to mobilize resources to his sector” (WP8). He then shed 

light on the selection of strong technocrats in the economic ministries, namely the 

Ministry of Finance, the Ministry of Trade, and the Ministry of Investment.  

But at the end of the day, there are trade-offs. I can remember very 

well that in 2006, Egypt had a large pipeline of projects. So there had 

to be something to give away. But what I can say is that the orientation 

of that specific government was on the economy and they were less 

inclined to look at the social sectors per se. It was one of the strongest 

governments in Egypt with many very competent ministers in the 

economic sector at large. And you couldn’t see similarly powerful 

counterparts in the social sector. You couldn’t see them in the 

education or the health sector. (WP8) 

While the financial sector reform was indeed a major priority of that government, if we 

go back to the careful selection of those competent40 technocrats, we will find the 

political origins behind the reform program. Similar to minister Mohieldin, the Central 

Bank Governor Mr El-Okda had high level political connections. Between 1989 and 

 

40 In 2010, the President of the Bank appointed Mohieldin as a managing director and praised him of 

being ‘a tireless reformer’ (Roccu, 2013, p. 2). 
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2002, El-Okda was working for the Bank of New York. During his service there, he met 

with Gamal Mubarak, who was a branch manager for the Bank of America in London. 

El-Okda reportedly supported Gamal to further his career in the banking field. Later, in 

January 2003, Gamal recommended to his father, the State President, to hire El-Okda as 

the head of the National Bank of Egypt. In December of the same year, El-Okda was 

appointed as the Governor of the Central Bank. El-Okda returned the favour by 

appointing Gamal on the board of directors of the Arab African International Bank 

(Daqahlia, n.d.). It is clear then that appointing those in charge of the financial reform 

program was intensely political. Connections to those in charge matter. Both El-Okda 

and Mohieldin were competent, but their appointment also relied on their close 

connections to the political elite.  

The influence of Gamal Mubarak was more obvious in the second phase of reforms. 

While the first phase of the reform program focused on avoiding a crisis in the financial 

sector, the second phase aimed at deepening the reforms and modernizing the sector. 

Roll (2010) depicts the role of Gamal in the second phase of reforms: “Gamal Mubarak. 

Husni Mubarak’s second eldest son became the driving force behind the second phase 

of financial sector reforms – which made its political importance more than obvious.” 

El-Agami (2011, p. 31) went farther to claim that the overall financial reform program 

was meant to enhance Gamal’s profile and add this achievement to his portfolio when 

he runs for President.  

It is also worth noting the number of projects supported by the Bank in the financial 

sector in comparison with other sectors. As we can see in the three cases included in 

this study, the government had a single Bank funded project in both the secondary and 

the higher education sectors. The government borrowed US$50 million for the higher 

education enhancement project and almost US$54 million for the secondary education 

project. On the other hand, three Bank funded projects in the financial sector cost the 

government US$ 1.5 billion in loans. This was in addition to another US$500 million 

from the African Development Bank and US$1.2 billion budget support from the U.S. 

AID.  
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This highlights the special attention and significance of the sector to the political actors. 

One of the prominent Bank personnel questioned the drive of the Egyptian government 

to borrow exceptionally large loans for a single sector: “I think the financial reform 

agenda was reasonably honest, but how to explain that the Bank would do four of 

these41? All with very large amounts over the period of the years. That’s the question” 

(interview, WP3, September 6, 2017). This observation reinforces the extraordinary 

political importance of the financial sector to the state elites. This view is supported by 

the statement of the minister of higher education when he explained how the political 

will is manifested: “At the end of the day, the political will is reflected in the state 

budget… it should be reflected on the ground. The ground for us is money” (interview, 

GP11, October 12, 2017). 

Politically embedded Cronyism as a Way of Survival  

Another theme that was reiterated amongst the interviewees was the role of interest 

groups in the reform process. I asked one of the interviewees if there was a role for 

interest groups in the reform program.  

Of course. For example, in the stock market, you have the financial 

brokerage companies, the publicly listed companies, and forex 

companies. We were consulting all of them. The financial brokerage 

firms pushed for reforms when they knew that we were going to deepen 

and enlarge the capital market. (interview, GP13, December 5 2017)  

The supportive role played by certain interest groups was highlighted by one 

participant: 

Absolutely, and I would be naïve if I say no. There were some 

sophisticated members from the bank union, currency exchange, and 

 

41 There is a fourth project that focused on Enhancing Access to Finance for SMEs. The project was also 

deemed successful by the Bank. 
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investment communities. They saw that it was good for the business on 

the long-term, so they supported it . (interview, GP14, August 8, 2018) 

Rajan and Zingales (2003) wrote about the significant role of interest groups in 

enforcing financial reforms. They emphasized that “interest group politics [is] an 

important factor in financial development across countries”. The authors continued to 

describe the circumstances that are favorable for implementation of good policies:  

It is easier for a small group representing private  interests, such as 

large incumbent industrialists and financiers to influence the 

implementation of friendly policies ... When these private interests are 

aligned with the national interests, good policy can also be 

implemented quickly. (p. 38)                          

Interestingly, this is exactly the same political environment in which the reforms took 

place. In the financial reform program, national interests in strengthening the financial 

sector coincided with the interests of the business elite. Financial liberalization opens 

the door for the private sector to participate and invest in a sector that had been state-

dominated. Also, a market based financial sector means more credit is available for the 

private sector enterprises to borrow and grow.  

Gamal Mubarak surrounded himself by elite businessmen and industrialists. The 

political survival of his father, the President, relied upon the support of the army and the 

redistribution of resources. However, Gamal did not have an army background like his 

father and all State Presidents before him. Therefore, he needed the support of another 

powerful group, which for him was the ultra-rich business community. Roll (2010, p. 

367) described the relationship between the two: “their close connection to the 

President’s son Gamal Mubarak indicates that they could be a driving force for regime 

maintenance when it comes to the question of succession.” The author continued to 

depict the benefits Gamal got from associating himself with the entrepreneurial elites.  

Gamal Mubarak needed the support of the business elite to realize his 

political ambitions. Members of the top entrepreneurial elite helped 

him to raise his public profile,  and accompanied his ascent within the 

ruling National Democratic Party (NDP), which saw him in 2002 attain 
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the head of the influential Policy Secretariat … financial sector 

reforms allowed Gamal Mubarak to strengthen his personal ties  to the 

strategically important financial sector. ( ibid., p. 365) 

To gain the support and loyalty of the industrialists, Gamal had to cater for their 

interests. For them, the main benefit was acquiring privileged access to capital that 

allows them to grow their businesses and exploit market opportunities. Despite the 

success in changing the regulatory framework and expanding inclusive access to 

financing, access to loans from public banks remained mostly exclusive to businesses 

with political connections. Roll (2010) claims that the “design and sequencing” of 

financial reforms mainly benefitted a handful of politically connected businessmen (p. 

349). He infers that “Financial reforms were for the benefit first and foremost of 

members of the entrepreneurial elite and therefore for those with close connections to 

the political regime” (p. 367). Chekir and Diwan (2014) and Diwan and Schiffbauer 

(2018) made the same conclusion about the preferential borrowing benefits politically 

connected firms have received from both public and private banks after the financial 

reforms. Their political connection to the State incumbents provided an implicit safety 

guarantee for banks against the risk of failure. Adly (2009) hypothesized that the 

uneven distribution of property rights by State incumbents, including privileged access 

of powerful private actors to public banks’ credits, is in fact a tactic of regime survival.   

The revival of the stock market too allowed politically connected firms to raise more 

funds, in addition to the capital they secured from banks, and expand their businesses. 

(Chekir & Diwan, 2014). For those enterprises that could not obtain the needed credit 

from banks after tightening borrowing, the stock market was the way to go especially 

with tax incentives for those companies that go public (ibid., p. 188). Roll (2010, p. 

365) concludes that “financial reforms since 2003 must be seen as a common project 

between members of the top entrepreneurial elite and the President’s son.”  

The reforms might represent a partial departure from the old survival strategy of 

distribution which included state employment to the middle class to a new era of private 

sector-led economy. As the old guards were preparing to hand over state leadership to 

the new successor, the survival strategy had to change as well. Hence, the financial 
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sector reforms should be viewed as a shift from the military legacy – popular, subsidies, 

state-owned enterprises and public employment, to the rule of elites and businessmen. 

Roll (2010) came to the same conclusion: 

Design and implementation of financial sector reforms mirror the shift 

of the regime’s power base: the old patrimonial -administrative state 

system of Nasser and Sadat loses more and more ground in favor of a 

new system which is characterized by a symbiosis between money and 

power. (p. 367) 

A Bank’s report also offers evidence on the significant role of domestic politics in the 

financial sector reforms (The World Bank, 2006b). The report highlights that changing 

the government in 2003 “did not appear to weaken the country commitment to reform 

the financial sector” (p. 3). The report then adds the actual reasons why reforms were 

stalled: 

While phase two of the [1991] program did not extend beyond the 

establishment of a legal framework for bank privatization, as the sale 

of joint-venture or state-owned commercial banks were thought by the 

government to be premature given concerns for lack of public support. 

(p. 1) 

These quotations provide two insights. The first quotation implicitly confirms that when 

there was genuine political will with a clear vision, a change of technocrats did not 

affect the progress of reforms, opposite to the reasoning of the Bank for the failure of 

education reforms. To put it differently, politics has the upper hand over the 

technocratic barriers. The second indicates that there was a shift in domestic politics and 

the survival strategy in particular. Because Mubarak’s regime relied on the legacy of 

public employment in state-owned enterprises, including financial institutions, 

privatization was not ideal because it meant that workers would lose their jobs. When 

Gamal relied on a different political survival strategy, embodied in the support of the 

powerful industrialists, the state was able to move forward with unpopular reforms.  

It can be inferred from the two quotations that indeed when reforms clash with politics, 

they end up as forms without adoption. However, when reforms aligned with the 
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political survival strategy, the technical barriers such as changing technocrats did not 

appear to stop reforms. In other words, reforms are more likely to be adopted when they 

are “technically sound and politically feasible” as advocated by Unsworth (2015, p. 54). 

Thus, the financial reform program was the instrument used by Gamal Mubarak to 

establish himself as a worthy successor of his father. Financial sector reforms served 

two political purposes. The first was to tackle a financial threat to the survival of the 

incumbent regime. The second was to promote Gamal as the new state leader. As de 

Gramont (2014) puts it perfectly: “Political commitment does not arise from either 

threats or political security alone but rather from a dynamic tension between the two” 

(p. 10). In other words, the financial sector crisis represented not only a threat to the 

survival of the incumbent regime but also an opportunity to secure political power for a 

new leadership.  

Self-enrichment  

Since the ousting of the former President in 2011, several corruption cases have been 

brought forward against his two sons. Amongst the many corruption allegations they are 

facing is the famous stock market manipulation case. In this case, Gamal and his brother 

Alaa Mubarak are accused of illegally enriching themselves by facilitating the selling of 

Al-Watany Bank of Egypt to a Kuwaiti based bank (Reuters, 2018). According to a 

report by The New York Times, Gamal had also ties to the largest investment fund in 

Egypt - EFG-Hermes, which played a big role in “Egypt’s privatization program, in 

which state companies were sold to politically connected businessmen” (MacFarquhar, 

Rohde, & Roston, 2011). In addition, the two brothers were also “indicted for 

destroying the country's banking system through manipulating the stock exchange”, 

according to the state news outlet (Egypt Today, 2019). Expectedly, all these charges 

are denied by Gamal and his brother, however, they add to a large body of evidence on 

Gamal’s involvement in the financial services and interest in the financial sector.  

To sum it up, evidence from interviews, documents, and literature supports the 

explanation that politics - and political survival in particular – was the main driver 

behind the financial sector reforms. Reforms were simultaneously motivated by 

political threats and aspirations. The threats were embedded in the mounting budget 
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deficit, deteriorating economic situation, and a looming collapse of the financial sector. 

On the other hand, political aspirations were those of the Mubarak’s son who was 

looking to succeed his father as the next State President and the financial sector reform 

was the instrument to serve his political ambition. 

Proposition (4): Reforms as Signals 

P4: The government applies reforms as signals or forms 

CP4: The government applies reforms as functions 

One theme that emerged during interviews established the authenticity of reforms. 

There was a consensus amongst the interviewees that the reforms were unlikely to be 

implemented as forms but rather as genuine change to tackle the imminent financial 

crisis. The former minister of investment completely negated the likelihood that reforms 

were implemented as signals in the case of the financial sector reform. He stated: 

It exists. There are people who do artificial reforms. It’s all -over the 

world. It was not the case in what we did  in the financial sector 

though. It was a crisis you either manage it or not. There are certain 

kinds of reforms that you do not get to play this game with, financial 

sector reform is one of them. Because you are playing with fire . 

(interview, GP14, August 8, 2018) 

Another Bank senior officer, who was quoted earlier, agreed that “the financial reform 

agenda was reasonably honest” (interview, WP3, September 6, 2017). Evidence from 

the interviews also established that reforms were not intended to maintain the flow of 

foreign aid. Despite the fact that the Bank’s budget support was disbursed upon the 

fulfilment of certain conditions, foreign aid was meant to pay for the cost of reform. 

One participant strongly stated that “There was a willingness to complete the reform 

program with or without the Bank” (interview, GP13, December 5 2017). I asked 

another interviewee if the motive to resort to the Bank was indeed to cover the cost of 

reforms? He answered similarly: 

Of course, because when we made an estimate for the cost of financial 

reform, we had a gap. Who would fund that for you? But the major 
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funding was from the state budget and from the outcome of selling 

state-owned enterprises, including the selling of the Bank of 

Alexandria. (interview, GP14, August 8, 2018) 

This raises the issue of conditionality and whether it had an impact on the execution of 

reforms. The effectiveness of conditionality is a debatable issue and lacks conclusive 

evidence (Gelb & Honohan, 1991; Koeberle, 2003; Mosley et al., 1995). An 

interviewee from the BAN Bank advised that “The mode of financing has a big impact 

on whether or not a particular reform happens.” (interview, WP8, September 23, 2017). 

However, a number of interviewees advocated that there was a genuine commitment to 

implement the reforms regardless of the conditionality in the loans. Two interviewees 

from the Egyptian government maintained that the conditions were in fact self-imposed. 

The minister of investment stated that it was not because of the conditionalities attached 

to the loans: 

The conditionality was self-imposed. No conditions were imposed on 

us by the Bank, except for what we put from the very beginning in the 

reform program and even before we go to those entities. We knew that 

this is what we were going to do. (interview, GP14) 

The other financial expert also negated the role of conditions and explained how the 

country owned the reform program through a deliberate process of defining the 

problems and articulating the reforms before engaging the Bank. 

But it’s not conditionality imposed on us. It was self -imposed. We 

committed ourselves because it was our reform program … We had the  

vision and brought the Bank to finance the cost of reform and to 

benefit from its expertise. And this does not shame you, as long as you 

know what is required and commit yourself to it before binding with a 

donor or waiting for a donor to impose it on you . You are committed to 

it anyways. The whole program and policy matrix were approved 

before involving the World Bank. (interview, GP13, December 5 

2017). 
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These answers were supported by a Bank staff member in Egypt. He started with 

confirming the tendencies of some governments to fake reforms to obtain financial 

support from the Bank. He then moved to explain why it is difficult for governments to 

do that in the case of development policy loans that involves budget support.  

Some governments have reform programs and looking for support 

while other governments would just put the reform on paper to get the 

financing without coherent endorsement of that reform. The three 

financial reform projects are budget support, so they usually get much 

more attention from the government. The reform is very important to 

implement to get the money. That’s why they take more time and they 

are more cautious in putting together this matrix to make sure they can 

implement it. This level of scrutiny does not happen in the other 

projects. (interview, WP8, September 23, 2017)  

Another former financial officer from the government agreed with this view and 

compared the development policy loans to other financial instruments that lack 

conditions. 

It’s difficult in the budget support operations. Institutions are very 

clear and serious about these reforms. One plus one equals two. If you 

raise the price of gas, you will get the money. But in the investment 

operations there is no enough scrutiny and reforms are not necessarily 

advanced.  (interview, GP13, December 5 2017) 

A Bank senior employee gave a different perspective on the government position 

towards aid conditionalities. He emphasized that Egyptian officials opposed any attempt 

by the Bank to attach conditions to loans.  

As a general principal, Egyptians would not accept any policy 

conditionality in their loans, and this was the case with the financial 

sector reforms series as well. It meant that there were discussio ns 

between the Bank and the government about what needed to be done. 

The government would do it and then the Bank would take the project 

to the board for approval and disbursement. So, it reverses the logic of 
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it. It means that since the government doesn’t  want conditionality, but 

they are willing to do certain things, they do them then they are 

rewarded with a loan. (interview, WP3, September 6, 2017)  

We can conclude from this statement that the government was genuinely committed to 

implement the reforms rather than merely issuing regulations to fulfil the conditions for 

the loans to be disbursed. The interviewee went on to elaborate on the position of the 

Minister of International Cooperation on conditionality imposed by the Bank on the 

Egyptian government.  

She is also a militant patriot in the sense that anything that smells like 

the Bank giving advice to the Egyptian government. So, anything that 

she would consider was a condition to the loan was out of the question.  

(interview, WP3) 

The interviewee gave an example from the energy sector to highlight the weak leverage 

of the Bank in enforcing its conditionality: 

Despite the fact that the country’s partnership strategy no doubt says 

that the electricity sector is extremely important, but in the next 

paragraph it says but the demand is too high because of subsidies and 

this has to be fixed otherwise the Bank will withdraw from lending to 

the electricity sector. Except that three years later, the situation has 

not changed, and the Bank lends again.  (interview, WP3) 

In explaining the Bank’s hesitation to enforce its conditionality, the interviewee stated:  

Out of the World Bank model, lending to middle -income countries 

subsidizes the grant program to poor countries. So, the Bank feels 

some pressure to lend say two billion a year to Egypt because it’s part 

of the reflows that finance other grants to countries like Yemen. 

(interview, WP3) 

These statements do not only indicate the weak leverage of the Bank in middle income 

countries but also attest to the government’s genuine orientation to adopt the reforms 

rather than to just fulfil the Bank conditions for the sake of disbursing funds. However, 
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the conditionality model embedded in these policy loans might have strengthened the 

country’s commitment to reforms that pre-existed the Bank interventions. Devarajan, 

Dollar, and Holmgren (2002) studied the effectiveness of foreign aid provided by the 

IMF and the Bank in 10 African countries. They found that foreign aid can be effective 

in bringing about change when conditionality reinforces already existing country 

ownership. Moreover, the authors found that conditionality does not work when it is not 

met with a “serious movement for change” (p. 24) nor when it clashes with “powerful 

vested interests’ that oppose reforms (p. 26). In the latter case, domestic politics usually 

win (Killick, 1997). 

A Bank study came to a similar conclusion that conditionality is unlikely to be effective 

when the “country’s commitment or implementation capacity is weak” (The World 

Bank, 2001, p. xv). Likewise, Killick (1997, p. 483); Koeberle, Silarszky, and Verheyen 

(2005, p. 78); Wood and Lockwood (1999, p. 21) concluded that conditional financial 

support is not a substitute for country ownership, weak domestic institutions or political 

will. They argued that hard core conditionality fails to induce change because 

borrowing countries do not own the reforms that they would not undertake themselves 

except for those conditions. Killick (1997) suggests that the conditionality model that 

has a better chance to succeed is the one based on a policy dialogue between the 

international financial institution and the recipient government. This was the case in 

these financial sector development loans. The program document of the first DPL states 

that: “World Bank involvement in support of Egypt’s financial sector reform program 

would build upon the policy dialogue the World Bank has conducted with the 

authorities over the recent years” (The World Bank, 2006a, p. 14). 

8.4 Concluding Remarks 

As illustrated in Figure 8.1, the Bank started its intervention without due analysis of the 

local political context. Moreover, the reform program was largely based on the 

recommendations of international financial organizations and other successful 

countries’ experiences. However, because those technical solutions were aligned with 

the political survival of the State incumbents, reforms ended up genuinely adopted. 

Accordingly, I argue that political survival acts as the pivot point which decides the 
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“Although the character of reform is more that of crisis management than of long-term 

development, the task must be accomplished with a view to the longer run if problems 

are not to recur.” Furthermore, the fact that the country borrowed one and half billion 

dollars for the financial sector implies a strong political will to develop the whole sector 

beyond crisis management.  

In the next chapter, I draw the results of the data analysis together to support the overall 

argument that political survival is the key determinant for the success or failure of 

reforms facilitated by the World Bank. I compare the findings across the three units of 

analysis: secondary education sector, higher education sector, and financial sector 

reforms and conclude the thesis.  
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Chapter 9: Conclusion: Implications for the World 

Bank’s Future Interventions in Institutional Reforms 

 

This thesis began with the premise that institutional reforms externally facilitated by 

multilateral development organizations in Egypt have not been covered by previous 

research. Thus, my research sought to address such a significant gap in the literature on 

foreign aid. This thesis offers an explanation as to why the World Bank’s funded 

institutional reforms show different outcomes in Egypt. It does so by highlighting the 

dynamics between the Bank’s approach and domestic politics in three reform 

interventions. The thesis argues that political survival of State incumbents explains the 

success and failure of institutional reforms facilitated by the World Bank. The results 

presented throughout this thesis strongly support my argument that political survival is 

the answer to the varied effectiveness of reforms funded by the Bank.  

The thesis presents an explanatory model premised on the idea that political survival of 

the ruling regime, and the Bank’s awareness of it, is the key shaping factor of the 

outcomes of reforms. The model demonstrates how the interaction between the Bank’s 

technical approach and local politics shape the outcomes of institutional reforms 

pursued by the Bank in Egypt. The model draws upon four propositions from the 

literature on foreign aid effectiveness. The first and second propositions describe the 

Bank’s technical and apolitical approach towards institutional reforms in developing 

countries. They suggest that the Bank lacks sufficient understanding of the local 

political context and employs the isomorphic mimicry approach to reforms. The thesis 

demonstrates that the Bank does not pay enough attention to a country’s context. It also 

shows that the Bank’s default approach is to promote universal best practice-based 

reforms that are not necessarily aligned with domestic politics.  
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The third and fourth propositions address the government’s response to the Bank’s 

technocratic approach. The thesis argues that technical reforms succeed or fail based on 

the extent to which they are aligned with the political survival strategy of the State 

regime. Those reforms that are aligned with the political survival imperatives of State 

incumbents are more likely to be genuinely adopted, while those that clash with them 

tend to be implemented as mere signals or superficial forms. The four propositions are 

non-competing explanations that have been highlighted in the literature on foreign aid 

effectiveness. They build a logic model that traces the causal mechanism between the 

Bank’s approach and country’s domestic politics, and the outcomes of reforms.  

This conclusion summarizes the major findings of the case study, explores their 

ramifications, and suggests areas for further research. The three units of analysis of this 

case study provide strong evidence that support the capability of my model in 

explaining the mixed performance of the Bank-funded reforms. They confirm that the 

Bank does not do enough research to understand the politics of every sector. The case 

study emphasizes the view that the Bank’s approach to institutional reforms is too 

technocratic and underestimates politics and power struggles in the reform process.  

The study also highlights the Bank’s lack of attention to informal rules that govern 

institutions. This finding is in line with the conclusion of Andrews (2013); Hyden 

(2008), who suggested that inattention to informal norms can undermine aid 

effectiveness. These informal rules constitute an obstacle for those seeking to change 

the status quo. For example, the informal rules in the two education sectors are part of 

the social contract between the middle class and the political regime. Long ago, the 

middle class, represented in the two sectors by teachers and academic staff, had 

forfeited their political rights in exchange for state employment. The unspoken informal 

rules entail that with modest performance, academics get secure jobs in exchange for 

their silence and civic laziness. The political and financial cost to reverse such status 

quo is hefty, something the regime sought to avoid. 

The three within-cases prove that the Bank tends to promote best-practices based 

reforms regardless of their fitment to the local political context. This is evident by the 

lack of any sort of political economy analysis during the preparation phase of the three 
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projects. The case study proves that political survival is a major determinant of success 

or failure of the Bank’s interventions in institutional reforms. The financial sector 

reform shows that isomorphic mimicry could work if best-practice-based reforms are 

aligned with the political survival of the ruling elites and adapted by domestic reformers 

rather than by outsiders. On the other hand, reforms of the two education sectors reveal 

that reforms are likely to be blocked or partially implemented as signals when best 

practices are not aligned with political survival of the ruling regime. Evidence from the 

two cases suggests that signals are produced when policy makers adopt best practices to 

gain external legitimacy to the local institutions as in the case of the higher education. 

The findings of this study contribute to research efforts focused on improving the 

effectiveness of foreign aid in strengthening Egypt’s institutional capacity. What does 

this mean in terms of the likely success or failure of the Bank-sponsored reforms in 

Egypt? In examining the three units across the four propositions it becomes clear that all 

projects started on an equal footing as the Bank lacked sufficient understanding of the 

political context and promoted the adoption of best practice-based reforms. However, 

the outcomes of the three interventions were different. The secondary and higher 

education reforms did not lead to better institutional performance or education quality, 

but the financial sector reform was effective. Therefore, this research investigated the 

factors that made the difference in the outcome of the three interventions. 

The structure of the financial sector reforms demonstrated it was complex and 

comprised a wide range of components that covered almost all dimensions of the 

financial sector. This complexity reflects a high degree of ambition from the Egyptian 

government to undertake a comprehensive reform program of its financial system and 

the economy at large (The World Bank, 2013d). Such ambition, however, was cited by 

the Bank as one of the explanations for the unsatisfactory outcomes of both the SEEP 

and HEEP operations. If ambition or over-ambition is indicative of the likelihood of 

failure, the financial development projects should have failed. Since this was not the 

case, there has to be a different explanation for the mixed performance of the Bank’s 

interventions in the three sectors. 
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One factor that partially explains the disparity between the projects’ outcomes is the 

people that lead them. As Seidler (2017, p. 111) asserts, “If we want to understand why 

institutional reforms failed or succeeded, we need to understand who the main actors 

were and what they did.” In the financial sector, the reform program was completely 

articulated by locals before the involvement of the Bank. In other words, the fact that 

local policymakers did not involve the Bank in planning of reforms was more 

conducive for them to own the reforms. On the other hand, the designs of the secondary 

and higher education projects were mainly formulated by the Bank’s consultants. 

Krause (2013, p. 3) defines this approach as an “institutional ventriloquism” rather than 

isomorphic mimicry. This happens “when best-practice reforms are articulated, planned 

and implemented … via externally funded advisers.” (p. 3). He argues that the danger of 

this approach lies in the fact that it suppresses the country’s ownership of reforms and 

ability to change on its own. More importantly, he warns that this approach leads to 

reforms being implemented as forms or signals rather than functions, as we saw above.  

The financial sector reforms have also shown that best practice-based solutions can be 

successfully adopted under two conditions. The first is that local policy makers are able 

to learn from countries’ experiences and change on their own rather than by external 

advisors. Such capability of domestic reformers to adapt the best practices to their local 

context is a critical aspect to the success of isomorphic mimicry. Thus, locals should be 

encouraged to look internally and externally for viable solutions. Second, and more 

importantly, those best practices must be politically supportable. Evidence from the 

financial sector reforms prove that best practices are valid solutions if they serve the 

political survival of the State elites and adapted to the local context.  

This refutes the generalization of Andrews et al. (2017, p. 31) that “isomorphic mimicry 

is a key technique of successful failure”. As Guinn and Straussman (2018) suggest, 

mimicry can in fact help developing countries with their reform process. Likewise, 

Schnell (2015) found that local policymakers can learn from the experiences of other 

countries and invoke international best practices to push for certain policies. Therefore, 

Krause (2013, p. 3) advises that “The development policy community should not 

completely dismiss the importance of countries learning from one another and imitating 

success”.  
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The three units of analysis indicate that political survival was the major factor in the 

success and failure of reforms. The case study confirms that externally promoted 

reforms are bound by the political survival of Egypt’s ruling regime. This supports the 

argument of many researchers that reforms are not apolitical. Adoption of reforms was 

dependent on the extent to which they are aligned with political survival of the ruling 

regime. Institutional reforms of the two education sectors clashed with the political 

survival considerations of the state regime and eventually failed. One might be tempted 

to argue that the workforce education is deeply tied to economic growth and thus 

reforming education serves the interests of State elites. This thesis, however, shows that 

the politics of survival is key to understanding the likely uptake of reforms.  

The results of this case study tell us that the Egyptian government prioritizes the 

immediate term goals that serve their political survival and gives less priority to the 

medium-term development goals. Indeed, the financial sector is more concentrated, and 

its reform can be achieved in a shorter time span than the education sector. This echoes 

what Ryan (2001) concluded about the means to secure political survival in Egypt. He 

observed that it has been “achieved more through short term survival strategies than 

through success in long term development planning” (p. 26). 

Furthermore, because the financial sector affects businesses and people’s livelihoods, 

the regime is compelled to improve it. Otherwise, the frustration of unemployed people 

can be a troubling source of instability for the State regime. Moreover, reforms that 

bring investments and create jobs serve the direct interests of the ruling elites. On the 

other hand, fixing the higher education, in terms of giving universities institutional 

autonomy, comes with additional risks to the regime. Campuses have long been the 

mobilizers of popular uprisings throughout Egypt’s modern history. Hence, when the 

authoritarian regime is faced with two options -one that provides economic benefits 

without political cost and another that comes with both - choosing the former and 

blocking the latter should not be surprising.  

Finally, it can be inferred from the three within-cases of this study that when technical 

reforms clash with political survival, they end up being implemented as signals or mere 

appearances. Whereas when reforms are aligned with political survival, they have a 
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better chance to be genuinely adopted as functions. In other words, reforms are more 

likely to be adopted when they are technically sound and politically supportable as 

advocated by Andrews et al. (2013, p. 2); Unsworth (2015, p. 54). 

9.1 How these findings can help the World Bank improve its 

approach to institutional reforms? 

The findings of this case study offer several implications for the approach of the World 

Bank in aiding institutional reforms in the developing world. The Bank’s project reports 

often cite the existence or lack of government commitment and ownership as factors 

behind failure of reforms. However, these evaluation reports fail to tell us what shapes 

these factors. In fact, the results of this study explain how the Bank itself may suppress 

these change drivers when it takes an overly active role trying to help governments of 

developing countries. As my results suggest, country ownership of reforms is attained 

when locals take responsibility of articulating the reform agendas and activities. The 

opposite takes place when the Bank staff assume a proactive role and write project 

plans. Accordingly, the Bank staff should refrain from doing recipient governments’ 

jobs on their behalf and allow them to rely on themselves so they can build the 

confidence necessary to craft and enact reforms.  

The Bank’s reports also attribute the failure of its operations to factors such as lack of 

political will without explaining what leads to its absence, especially that political will 

is a pre-requisite for all projects of the Bank (Warrener, 2004). This is, indeed, the case 

in both the SEEP and HEEP interventions. This thesis reveals that the Bank bases its 

initial assessment of political commitments on unreliable indicators such as political 

rhetoric. One major lesson that we can draw from the results suggests the Bank to focus 

on things that matter to gauge the existence of political will towards institutional 

reforms, namely allocation of resources.  

International development agencies have long ago come to the realization that working 

with domestic politics in developing countries is inevitable. Such recognition of the role 

of politics in development has led foreign aid providers to employ political economy 

analyses (PEA) to uncover politics of resistance, identify risks of failure, and better 
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guide their interventions to improve aid effectiveness (Hughes & Hutchison, 2012; 

Unsworth, 2009). However, many argue that the introduction of PEA has not changed 

the Bank’s approach towards reforms that are inherently political. Indeed, this case 

study reveal that the Bank failed to utilize the PEA in preparing for the three 

interventions. 

The results of this study confirm the difficulty of working with politics. This is due to 

the fact that working politically practically means taking sides (Hughes & Hutchison, 

2012) and the Bank is not well positioned to do so. The Bank simply lacks a leverage 

over the governments of middle-income countries, such as Egypt. This is because the 

Bank uses the interest from loans to middle income countries to fund the interest free 

grants to the least developed countries. Hence, this thesis agrees that working with 

politics is a challenging task for development organizations (Hughes & Hutchison, 

2012; Rocha Menocal, 2014). This could explain why the use of PEA by foreign aid 

agencies remains at the rhetorical level. As Unsworth (2009, p. 884) claims, ”the default 

position is still technocratic”.  

Many researchers have proposed different approaches for foreign aid providers to 

incorporate politics in their aid interventions. Those approaches are, however, mainly 

based on democratic values such as public participation and strong civil society. For 

example, Hout (2015) advised foreign aid organizations to actively look for reformers 

in civil society organizations and empower those groups. Similarly, Unsworth (2009) 

advises that external development organizations should support societal groups to 

mobilize interests and channel demands on the governments. These proposals might 

work in more democratic nations. However, for autocratic countries this would be 

ineffective and rather counterproductive. It would provoke authoritarian regimes to stop 

necessary aid inflows because they would perceive it as a threat that would weaken their 

power grab. Such intervention will be twisted by the regime and portrayed to the public 

as an attack on the state sovereignty. Evidence from the case study also indicate that 

these forms of interventions by external organizations are not welcomed but rather 

restricted by the Egyptian government. Indeed, many reports acknowledge the 
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crackdown by the Egyptian authorities on civil society organizations and confiscation of 

the foreign aid funds they receive.  

Evidence from the case study highlights the importance of working with those 

politically connected to the country leadership. Therefore, a better approach would be 

for the Bank to search for reformers among the State incumbents and support their pro-

development reforms. In the meantime, since autocratic regimes are solely concerned 

about their political survival, the Bank should engage them in dialogues that highlight 

the benefits of reform to the long-term stability of their countries, and how blocking 

certain reforms could undermine political order. The reform of education and granting 

educational institutions more autonomy is an example. Research has proven that those 

education systems that enjoy flexibility are more prepared to promote economic 

competitiveness (Sahlberg, 2006). The Bank could demonstrate the correlation between 

these reforms and their positive impact on maintaining stability and good order.  

But how an organization like the World Bank can get involved into politics when its 

legal mandate prevents it to take a political position? The answer to that is the fact that 

foreign aid in itself is a form of political support and endorsement as emphasized by 

many. Best (2012) notes that the Bank’s operations to facilitate governance and 

institutional reforms forced it to be involved in countries’ internal affairs and highly 

political issues such as the rule of law, judicial reform, and corruption control. She adds 

that: 

… although the World Bank could not be involved in partisan matters, 

or favour one kind of political system over another, as long as staff 

could show a direct link between political order and economic 

development, they could pursue policy in this area. (p. 9)  

Thus, the role of the Bank is to highlight the link between pro-development reforms and 

their potential economic benefits and the long-term impact on the country’s stability. 

This suggestion is in line with an actual motive of foreign aid organizations, which is 

supporting loyal leaderships in recipient countries (McLean & Whang, 2016). It is 

particularly true in the case of countries in the MENA region, where development 

assistance aims to maintain stability by promoting legitimacy of ruling regimes. Paragi 



 
251 

(2016) emphasizes that foreign aid flows are critical for the survival of Arab regimes 

such as Egypt’s.  

As we have seen from the two education sectors, reforms of a democratic nature such as 

more autonomous universities and School-Based Management systems were not 

implemented because of their political cost. They posed a threat to the State regime in 

terms of allowing the Islamists to penetrate the education system and promote their anti-

state ideas (Ginsburg et al., 2010). Thus, instead of promoting the Western models to 

development that originated in, and are more suitable for democratic contexts, the Bank 

may consider successful experiences of similar autocratic contexts to Egypt such as the 

East Asian. Most of these countries relied on an authoritarian trajectory to development, 

what Ohno (2013) calls “authoritarian developmentalism”. This model is composed of 

the following components: powerful leader, development as supreme goal, elite 

technocrats who articulate and implement policies, and “political legitimacy derived 

from successful development” (p. 47). This does not mean the Bank should promote 

authoritarianism and dictatorship. But as Ohno (2013) recommends “developing 

countries should be able to choose from a broad spectrum of political regimes instead of 

between full democracy and no democracy” (p. 60). This is not a suggestion for 

countries to accept and embrace certain East Asian models in their entirety but rather 

“selectively and with modifications” (p. 38).  

The thesis contributes to the methods of analyzing foreign aid effectiveness in the area 

of institutional reform. The explanatory model I present in this thesis have proved to be 

a valid instrument in investigating the varied effectiveness of the Bank-funded reforms 

in Egypt. The model provides researchers with a process tracing methodology to see 

how the dynamics between the Bank’s approach and domestic political context shape 

the outcomes of the Bank projects. Thus, the model is well suited to researchers seeking 

to explain the impact of foreign aid activities on institutional reforms in developing 

countries. It also helps researchers in knowing if isomorphic mimicry would work and 

under what conditions it is likely to fail. 

The utility of the presented model lies in its ability to reveal the underlying drivers that 

enable or block reforms. The model uncovers the root causes for the mixed performance 
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of externally supported reforms. The model could also be utilized by political economy 

analysts in foreign aid organizations to better guide aid interventions. Looking at 

interventions through the lens of political survival, which is the essence of politics as 

we proved, should allow them to see how reforms would fare. It allows development 

practitioners to see how the activities under aid project stages shape their impact and 

outcomes.  

In conclusion, this thesis informs us about the central role of politics of survival to 

institutional reforms funded by the Bank in Egypt. The findings of this study add to the 

knowledge and research on the World Bank’s interventions in development. They 

contribute to the efforts of both the research and development communities in 

improving the effectiveness of foreign aid in promoting economic development and 

alleviating poverty in third world countries. Further research could seek to add other 

variables to the model to improve its accuracy. Future research should also seek to test 

the explanatory model of this thesis against different foreign aid organizations and 

recipient countries. Expanding to other countries and foreign aid providers will no 

doubt provide a richer understanding of the phenomenon.  
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