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I. Introduction and Historical Context!

The Government of Egypt has been a major employer for female wage-workers since
the beginning of the 1960s, and with the implementation of the Economic Reform and
Structural Adjustment Program of 1991 several reforms needed to be introduced in
the country’s labor market including the need to reduce the yearly government
employment, so as to limit the wage bill in the total government expenditures. As a
result, alternative solutions for employing females were strengthened.

One of the main areas where females’ role was to be boosted was in micro and small
enterprises (MSE) both as self-employed or employers. Thus, the beginning of the
1990s witnessed the establishment of the Social Fund for Development (SFD), which
emphasized two issues: a) the importance of lending to female entrepreneurs whether
as owners of start-ups or of already established enterprises; b) lending to newly
established enterprises. Accordingly, 25% of all loans were to go to female
entrepreneurs and more than 60% of loans went to start-up MSEs.

The 1990s also witnessed the influx of international donations to NGOs and
Businessmen’s Associations operating in the finance of micro and small enterprises.
One of the conditions of providing finance to these NGOs was to allocate a relevant
part of finance (the percentage varied according to the different donor programs) to
female entrepreneurs.

However, despite the emphasis on female lending, and the increased actual lending to
them, surveys indicated that some of the females got the loans “on paper”, but the
males in the family were the main beneficiary of these.

There is no data on the performance of borrowers according to gender, though in
general, the repayment rates exceeded 97% in all cases. In addition, data from the
2011 MSE Survey indicate that only 3.7% of entrepreneurs took formal loans at the
start-up phase, and 8.7% borrowed loans to finance the working capital in the last
twelve months prior to the implementation of the survey.

After 10 years of the implementation of policies that targeted MSEs and emphasized
the importance of female support, the first nationally representative empirical survey
on MSE Survey 2003 was conducted and followed up with a subsequent Survey of
2004°. The main objectives were to evaluate the situation, role, dynamics, support
mechanisms, challenges and success determinants of the sector. Seven years later, a
third Survey 2011 was conducted to evaluate the progress in the sector and assess
whether the structural changes that took place since 2004 up until 2011 mattered or
not. It is should be stressed here that after the MSE Surveys of 2003 and 2004, the
results were presented to the different stakeholders. The widespread discussion of the
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results and their implications led to the issuing of the Micro and Small Establishments
Law Number 141 in 2005, and helped in stressing on the importance of simplifying
the procedures through the establishments of One-Stop-Shops, and re-iterated the
importance of changing the social insurance and medical insurance laws. The end of
2010 issued the first related social insurance law, though it was not put into action
after the uprising of January 2011. The related medical insurance law was in the
process of completion by the end of 2010.” As to the gender perspective, the policy
recommendations in 2003/2004 stressed the importance of strengthening the role of
female entrepreneurs, and in reality several efforts were fruitful in this respect, though
there is much still to be wished for.

Based on the results of MSE surveys we will attempt to draw a profile of women
entrepreneurs in Egypt, their characteristics, successes, challenges and limitations.

I1. The Main Characterizing Features of Women-Owned or Managed MSEs
1- Women’s Participation in MSEs

Results reveal that over a period of 9 years a significant shift occurred in the female
participation in the total community of entrepreneurs/managers compared to MSEs in
the 2003 Survey. The female owners/managers account for 10% of all
entrepreneurs/managers, which is relatively higher than the results in 2003, where
they accounted for only 6%. This improvement in the participation of female
entrepreneurs could be explained by the continuous hostile formal market conditions,
where the role of the government as female employer diminished gradually and the
private sector companies did not provide an encouraging refuge for female wage-
workers. As a consequence, some women, in their search to find a decent living opted
to establish their own enterprises.

2- Education Age and Marital Status of Women Entrepreneurs

The educational levels of both genders show that a gap still exists to the benefit of
male entrepreneurs, though it is narrowing over time, and the quality of female
entrepreneurs’ educational attainment is improving over time. The illiteracy rates are
now close to nil amongst the MSEs owners. The drastic improvement in the
educational attainment levels of the entrepreneurs between 2003 and 2011 is primarily
due to the increase in the numbers of years of schooling, and the entrance of better-
educated youth to the community of MSEs entrepreneurs since the government was
no longer employing them as much as before. This factor applies across genders.

3 Details on these laws are obtainable from the Social Fund for Development
www.goodgate.org/.../view/social-fund-for-development-Egypt



Table 1: The Entrepreneurs by Gender Male/Female) and Number of Years of
Education in 2011 and 2003

2011 2003
Years of Education M F Total M F Total
% % % % % %
Illiterate 0.0 0.0 0.0 21.2 43.3 24.0
1-6 125 | 14.5 12.6 18.4 14.9 17.9
7-9 9.0 | 11.7 9.2 10.5 7.3 10.1
10-12 42.1 | 41.6 42.1 30.8 26.5 30.2
13-16 334 | 257 32.7 18.8 7.6 17.4
17 or more 3.0 6.5 33 0.4 0.3 0.4
Total 100.0 { 100.0 | 100.0 100.0 100.0 100.0

Source: El Mahdi, A., calculated from the MSE 2003/2004 and 2011 data bases.

No significant age differentials were evident in the age structure of the entrepreneurs.
However, data indicated that the social status of female entrepreneurs included more
widowed, unmarried or divorcee women and less married women compared to their
male counterparts. This result could mean that unmarried women are compelled to
work to sustain the livelihood of the household, while married women are relatively
less likely to become entrepreneurs as they have the husband as the main bread-
winner. The overall data indicate that female entrepreneurs had less average number
of children (2 children) as opposed to male entrepreneurs (3 children).

Figure 1: Marital Status of Entrepreneurs in 2011
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Source: El Mahdi, A., calculated from the MSEs 2011 data base.

An explanation of this result is that females tend to seek work either when they are
forced to in order to provide for their family, or when they are more independent or
unmarried.

3- Sector Concentration of Women MSEs

As to the type of economic activities where female entrepreneurs are more
predominant the following graph shows that trade activities are prevailing:




Table 2: The Distribution of Entrepreneurs Owning MSEs According to
Economic Activity in 2011

Economic Activity Male-owned Female-owned
MSEs MSEs
% %
Trade 57.6 83.4
Services and maintenance 31.2 14.5
Manufacturing 11.2 2.1
Total 100.0 100.0

Source: El Mahdi, A., calculated from the MSEs 2011 database.

Whereas trade activities are dominant for all entrepreneurs, the case is more apparent
for female entrepreneurs. Furthermore, it is also clear that they do not engage in
industrial activities as much as male entrepreneurs. The relatively minimal
engagement in manufacturing could be due to the fact that these activities need prior
experience and training. Also, women tend to incline to more gender-specific
occupations such as needlework, sewing, etc. which are likely to be included under
the MSEs classified as trade activity.

4.-Size of Female-Owned MSEs

Notwithstanding the caution about sample size for women®, there are discernible
patterns that are worth highlighting:

No difference exists between men and women in terms of the concentration of
MSE:s for men in the 1-2 worker categories (around 70% of the total number
of enterprises), with no significant changes between the two years.

The percentage of female-owned enterprises in the 3-worker category doubled
between 2003-2011 while the increase in this category for male-owned
enterprises was only around 10 percent.

While the percent of enterprises in the 10-49-worker enterprise category was
2.6 times the corresponding percentage for women-owned enterprises in 2003,
the percent gap for this size category between men and women shrank in 2011
due to a larger representation of larger enterprises in the sample and a
reduction in the share of larger enterprises in the case of men.

In terms of the average number of workers for male- and female-owned
enterprises, a slight improvement happened between the two years of
comparison, again due to a simultaneous increase in average size for women
enterprises and a reduction in the average size for male-owned enterprises.
Overall, though the mean size of MSES in both years does not exceed the 2-
2.5 worker range.

* The sample for women-owned enterprises was 615 enterprises in 2003 and 300 enterprises in 2011.



Table 3: The Distribution of MSEs According to Size and Gender of Owner in
2011

Size of enterprise | Male-owned Female-owned Total
(# of workers) MSEs (%) MSEs (%) (%)

2011 2003 2011 2003 2011 2003
1 383 40.3 47.7 58.4 39.3 42.6
2 32.2 34.9 31.7 29.8 32.2 343
3 16.2 14.6 10.3 5.2 15.6 13.4
4 7.5 4.5 8.7 3.9 7.6 4.4
5t09 4.3 3.0 1.0 1.8 3.9 2.9
10 to 49 1.5 2.6 0.7 1.0 1.4 2.4
Mean 2.12 2.33 1.85 1.73 2.09 2.26

Source: El Mahdi, A., calculated from the MSEs2003/2004 and 2011 databases.

II1. Economic Performance of Female-Headed MSEs:

1. Capital Invested:

The one striking development is the average size of the invested capital of the female-
owned MSE, which more than doubled in real terms between the two comparative
years. The same could not be said about the male-owned enterprises, whose average
sized declined compared to 2003.

2- Capital Intensity and Labor productivity

The previous information was used to calculate the capital/labor (C/L) and the
output/labor (O/L) ratios in MSEs (in 2003 and 2011 using the constant prices of
2000) and the differentials according to several criteria as is presented in the
following table:

Table 4: Enterprises by Gender of Entrepreneur & Real Value of Invested
Capital (in real prices, base year 2000=100)

Value of invested | Male Female Total

Capital in LE 2011 2003 2011 2003 2011 2003
<1000 16.8 14.2 25.6 32.8 17.6 16.5
1000 to <5000 31.9 36.6 40.4 32.8 32.7 36.2
5000 to <20000 27.4 28.4 14.7 22.2 26.2 27.6
20000 or more 23.9 20.8 19.3 12.2 234 19.7
Total Number 2594 4342 285 616 2879 4958
Mean 37048 43960 27654 12828 36119 40093

Source: EI Mahdi, A., calculated from the MSEs2003/2004 and 2011 databases.
Several points could be drawn from Table 4:
First, both the C/L and O/L ratios have shown significant change in 2011 compared

with 2003 results. The two ratios grew at an average annual rate of 4.4 % and 4.2%
respectively.




Second, results also indicate that size matters. The increase in size of the economic
unit, whether in terms of number of workers or in terms of capital is associated with
significantly higher C/L and O/L ratios.

Third, male-owned, formal, urban-located and trade enterprises have significantly
higher C/L and O/L ratios as opposed to female-owned, informal, rural-located and
industrial/service enterprises.

Fourth, on all categories of comparison the MSEs seem to have fared better in terms
of C/L and O/L ratios in 2011, which is an indicator of improvement in the
environment surrounding the MSEs and also concurs with the development of the
educational attainment levels of the entrepreneurs/ managers.

Fifth, any intervention in this respect should target the areas of weakness such as the
female-owned enterprises, and the micro enterprises (less than 5 workers) and rural-
located MSEs. In addition, boosting the small enterprises through technical assistance,
providing finance, offering better work places, and opening up opportunities for
transactions with the larger enterprises and the public sector and government
purchases would act as enabling factors.

Table 5: Estimated Monthly Output/Labor & Capital/Labor Ratios in MSEs
According to Various Criteria (in real prices, base year 2000=100)**

Variable Classification Mean O/L Mean C/L
2011 2003 2011 2003
Area Urban 1737 1622 14929 12928
Rural 758 500 6304 5390
Region Metropolitan 1583 1484 14264 11967
Lower Egypt 1764 1280 17713 10844
Upper Egypt 1480 574 9419 5536
Gender Male-owned 1680 1274 13889 10459
Female-owned 911 647 11187 7285
Number of | 1 worker 1517 699 12166 8475
workers 2 to 4 workers 1537 884 13478 8070
5 to 9 workers 3035 1430 27417 49061
10 to 49 workers | 2300 16444 21280 35169
Value of | <1000 588 229 409 399
Invested 1000 to <5000 990 460 1800 1635
Capital 5000 to <20000 1672 837 6349 6473
20000 or more 3279 3857 48199 38640
Formality | Informal 1322 599 9814 7654
Formal 2810 2616 28760 15796
Economic | Manufacturing 1577 2383 11003 7326
activity Trade 1983 1096 17359 11560
Services 883 571 7041 7327
Total 1602 1196 13622 10065

Source: El Mahdi, A., calculated from the MSEs2003/2004 and 2011 databases.

**Whereas the O/L ratios are monthly, because we asked the entrepreneurs about their monthly VA
during the last 3 months prior to the application of the questionnaire form. As to the C/L ratio it is
based on the present value of the invested capital divided by the number of workers employed at time
of responding to the questionnaire.




3- Growth Performance between 2010 and 2011

One purpose of the survey was to try and figure out the determinant factors of growth
and how each one of them contributes to the average growth rate of the enterprise. In
this research we included three main variables that were considered as growth
indicators. These are: the value of invested capital, the space of the enterprise and the
number of workers. We derive the growth index based on the average growth rate in
the values of the three combined variables at the present time (November 2011)
compared to the previous year (November 2010).
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where

f,; = the value of factor i at the interview time
fyi = the value of the factor i one year ago

Since the growth index is derived by using the information derived from three growth
indicative variables, namely the number of workers, the space of the establishment in
terms of square meters, and the value of invested capital, it was important to
determine the contribution of each variable to the total growth rate between the two
years. Table 6 shows the MSEs distributed according to the growth rates of each of
the three growth variables.

Table 6: MSEs Distributed According to the Growth Rate of Three Growth
Variables (% of MSEs) in 2011

Growth rate % N of worker Space Capital
<0 8.2 0.2 18.2
0 86.5 99.3 59.9
>0 53 0.5 21.9
Total # MSEs 2765 2767 2651
Mean G.R. 0.6 2.5 7.2

Source: El Mahdi, A., calculated from the MSEs 2011 database.

Figure 2: MSEs Distributed According to Growth Rate and Gender of Owner
(% of MSEs)
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Source: El Mahdi, A., calculated from the MSEs 2011 databases.



4- Geographical Distribution of MSEs

The MSEs Survey 2011 indicates that the majority of MSEs are concentrated in urban
areas such as the metropolitan cities, and urban lower and upper Egypt. The female-
owned enterprises have similar pattern of distribution. However, it is noteworthy that
male-owned MSEs are relatively more concentrated in Upper Egypt (34%) as
opposed to Lower Egypt (27.6%), despite the fact that population is more heavily
concentrated in the latter. Female-owned MSEs, on the other-hand are more
concentrated in Lower-Egypt (37.7%) as opposed to Upper-Egypt (18.5%); a pattern
that is consistent with the higher share of Lower-Egypt in population compared to

Upper Egypt.

Fig.3 The Distribution of MSEs According to Gender of Owner and Location.
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The concentration of male-owned MSEs in Upper-Egypt could be partially explained
by the relative availability of finance by the donor community to NGOs operating in
Upper Egypt such as the It is expected that such Assuit Businessmen Association,
CEOSS and numerous other NGOs operating there. A similar trend is gradually
taking place where female-owned MSEs are concerned. Data in 2010 on micro and
small finance by the main donors to the major NGOs in Egypt indicated that female
borrowers ranged between 45%-100%. The total foreign lending to 8 NGOs was
around US$ 56.4 million in the same year.

!

Table 7 : The Share of Females to Total Borrowers According to Selected NGOs in
31/12/ 2010

" #8198 7 (! Y+ MR 2 (*3
454! 667!
4584 9::7!
4;54! 9::7!
401<g=6">,! 9::7!
20A;;! BC7!
D547?D! 6E7!
@;0D! FE7!
#o# E67!
#>->*(! 9::7!
C(&=".>,=8-H.,! 137!
K4D@! 167!
;547?D! BE7!

Source: Cross Market Analysis/ Mix Market Report , http://reports.mixmarket.org/crossmarket#



5- Informality

The status of formality/informality is based on the degree of compliance with legal
procedures: the license, the registration, the tax card and keeping regular accounts. If
all four criteria are available, the MSE is considered formal. Otherwise the MSE
would be considered informal. The graphs indicate several points: a) the level of
informality is rather high in Egypt; b) it is higher in the case of female-owned MSEs;
and extremely higher in rural areas as opposed to urban areas; and it is rather higher
in Upper Egypt than the rest of the country. The high prevalence of informality could
be due to several factors such as the complexity and cost of the formality procedures
to establish a firm, the inability to predict its ability to survive in the market, the fact
that nearly all people are working informally, and the lack of enforceability of law.

Fig.4 Informality of MSEs According to Gender
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Source: El Mahdi, A., calculated from the MSEs 2011 database.

Fig.5 Distribution of MSEs According to Formality/Informality and Location
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Source: El Mahdi, A., calculated from the MSEs 2011 database.

IV. Overall Assessment and Challenges Facing Female Entrepreneurship:

The female entrepreneurs, as mentioned earlier, constituted 10% of all MSEs
entrepreneurs in the sample. Responses to the various questions on females’ role as
entrepreneurs and the different obstacles she encounters and her points of strength
came as follows:
* Only 15.5 % of entrepreneurs/managers stated that they knew female entrepreneurs
and 70% of them thought that they faced difficulties in the market.
e The most serious difficulties women encountered were in managing the business,
hiring workers, setting up the business, marketing, getting financial services, and
harassment or competition by others in the market.

n



* Social barriers to work in the market were relatively less than in 2003, as 57% of
women did not need to take permission from the household members to work (38% in
2003). However, certain communities such as rural and urban Upper Egypt are more
conservative than other communities in Egypt, such as in metropolitan cities. The
husband, followed by the father, is the key persons who grant permission to work
when needed.

Thus, more females are present in the MSEs community as entrepreneurs, and 78% of
them feel empowered by their role (as opposed to 70% in 2003). This is a positive
trend that needs to be capitalized on at the national level. Current attention to
empowerment of women and socio-economic development in Upper Egypt can be an
opportunity to strengthen this trend, especially where female participation in the labor
market is limited.

V. Conclusion and Policy Recommendations

The last twenty years witnessed a steady, though slow, growth in the participation of
females in the community of MSEs entrepreneurs. The government, the SFD, donor
programs in micro and small finance, and NGOs played different roles in supporting
this trend. However, despite these efforts, the outreach capacity of the different
stakeholders to micro and small entrepreneurs, whether to males or females, is quite
modest in terms of lending or providing technical and administrative support.

However, female entrepreneurs are still at a disadvantage. The lack of specialized
training, modest educational background of many, the social hindrances, the difficulty
in accessing finance, the relative higher degree of informality are some of the
challenges that have to be dealt with in the coming months and years, if women are to
play a more vigorous role in the economic life (and indeed, these obstacles are shared
by men). In addition, female-owned enterprises are still relatively smaller in terms of
invested capital or number of workers. They are also primarily concentrated in trade
activities, and a very limited numbers of their MSEs are operating in services, and to a
lesser extent in manufacturing. One of the main explanations to this pattern of
concentration is the fact that trade activities are relatively easier to pursue, while
service and manufacturing activities require prior training, skills and hands on
experience.

Policy recommendations derived from the previous analysis could be summarized as
follows:
1. Incentives are needed to induce more women to go into business on their

own since research elsewhere suggests that two thirds of all secondary
schools graduates go directly to the labor market on graduation. (The
participation rate among women entrepreneurs in 2011 Survey remains
low at 10%, despite improvements over a decade).

2. Most of the female-owned enterprises pursue trade activities while they
play a very minor role in services or manufacturing activities. While
women may lack the skills for certain occupations, gender-based
occupational stereotypes are exacerbated at the secondary technical school
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level and a revised curriculum could reverse the trend for females,
especially where services are concerned.

Strengthening of the presence of women entrepreneurs in the different
regions requires more in-depth field work that focuses specifically on
women entrepreneurship in particular regions (Upper Egypt in general,
and, rural areas in general etc.). In addition, particular categories of MSEs
(example the predominant trade category and local handicrafts) should be
more-targeted by especially-designed policy tools that help improve the
quality of products and services and open wider markets for MSEs.
Widening the scope of formality is a necessary condition for increasing
contractual relationships of MSEs with other private sector parties, the
public sector, government and export markets. Relaxing or easing the
formality entry and exit procedures and reducing them to one or two
simple steps and the adoption of simple tax rules to accommodate the
needs of micro and small entrepreneurs is a must for helping them operate
formally. An overwhelming majority of women entrepreneurs (86%)
operate informally.

More emphasis is needed in developing traditional craft skills such as
spinning and weaving, jewelry, glassware, pottery production, hand-made
textiles, food products, etc. This could open-up entrepreneurial horizons
for illiterate or semiliterate women in Egypt that are within their talents.
(About 12% of women in the 2011 Survey had less than 8 years of
schooling, and these are those most likely to lead traditional crafts at the
grassroots levels, if provided with training to upgrade their managerial
skills.)

Establishing new specialized cluster communities in underprivileged
locations offering opportunities for female entrepreneurs to benefit from
shared facilities and experience.

. Access to finance should target the areas of weakness such as the female-
owned enterprises, and the micro enterprises (less than 5 workers) and
rural-located MSEs, all of which tend to cluster round the lower figure.
NGOs and financial institutions that adopt a development agenda as well
as do micro and small finance should be strengthened to play a more
vigorous role in lending and providing different packages of financial
services. Any intervention in this respect

Secondary schools curricula should be revised drastically to provide
female (as well as male) students with basic and decent market-required
and technical skills, whether at technical school or academic stream levels.
(Women entrepreneur’s profile indicates that one quarter at least has had
secondary school education, but that with an increase in educational level
beyond secondary level, the figure falls sharply to less than 7%.
Entrepreneurial skill training should start at an earlier stage in the
education process as foundation courses for later application. (The bulk of
female entrepreneurs have between 10-16 years of education indicating
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that an entrepreneurial education during these years can prepare/encourage
them to start an SME.)

10. Post-graduation and adult education and skill formation programs for
graduates are necessary particularly to upgrade management and
accountancy skills.  (About 76% of ever married women (married,
widowed, divorced) seek own work later in life.)

11. More emphasis on conditional lending that is linked with illiteracy
eradication is conducive to integrating more females into the productive
labor force and community.

References
El Mahdi, A. and M. Metwali, (2013), Assessment of the Performance of Micro

and Small Enterprises in Egypt, CEFRS, SFD and African Development Bank
Group, Cairo.

El Mahdi, A., (2012), “Improving Opportunities of the Micro and Small
Enterprises in Egypt”, Report prepared for Brookings Institute, Washington.
El-Mahdi, A. et al,, 2005 , MSEs Potentials and Success Determinants in Egypt
2003-2004 (Special Reference to Gender Differentials), FEMISE report, RR0418,
ERF, Cairo.

El-Mahdi, A. and others, 2006, "Role of Women in Economic Life: Research on
Situation Analysis of Women in Egypt", British Council, Cairo.

12



