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Investment, trickle-down effect and political changes in Egypt
Ahmed Kamaly
Abstract

Despite of the apparent improvement in the macroeconomic fundamentals
in Egypt prior to the 25th of January Revolution; this progress was not
reflected in the life of the average Egyptian citizen, as lingering problems
of unemployment, shattered public services, and more pervasively
deterioration in the level of equality and social justice continued to plague
the Egyptian society. Taking this further, this paper examines the link
between the increases in the level of investment and hence growth and the
unfair distribution of growth benefits which may in turn have contributed
in the eruption of the revolution. After examining the trend of investment,
its geographic and sectoral distribution, foreign direct investment and
the link between investment from one side and employment , poverty
and reduction from another other side, the paper has distilled a number
of factors which may explain how the upbeat trend in investment and
economic growth were not felt by a large majority of Egyptians. First, the
period which characterized by apparent improvement in investment and
growth levels was quite short and came after a period where growth and
especially investment suffered from major setbacks. Second, the emergence
of a visible tradeoff between public and private investment constrained the
positive effect of higher private investment and deepened the feeling of
social injustice as a result of feeble public investment in human capital and
infrastructure. Third, the unfair geographical distribution of investment
as well as the inadequate sectoral distribution has deepened the feeling
of inequality and exclusive growth. Fourth, the mismatch between
labor qualifications and labor market needs has created major structural
imbalances in the Egyptian labor market which again added to the feeling
of inequality and exclusivity of growth benefits.
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