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Commentary 2: The Limits of State-Led Development and the Rise of “Crony Capitalism” 

 When protests erupted in Egypt in 2008, many of the calls for reform stemmed from the 

people’s economic grievances, such as high unemployment levels and crowded housing 

conditions. When the elections finally ushered in Mohammed Morsi and the Muslim 

Brotherhood, there was hope that conditions would improve. As of today however, Egypt is still 

rife with political and economic instability and Egyptians have yet to see a significant shift in 

economic policies from the Mubarak era. This occurrence is in line with several transitional 

regimes in the Middle East, whose policies have remained largely the same even after the 

overthrow of authoritarian regimes in the wake of the Arab Spring (Heydemann 4). Due to 

several explanations for this that are discussed below, I believe that it is unlikely that the 

economic policies of Egypt will undergo a dramatic shift anytime soon. 

 For decades, Egyptian regimes have struggled to balance the transition to economic 

liberalization and the pressure to alleviate the economic burdens of the Egyptian people. This 

goes back to Anwar Sadat’s al-infitah policies, which attempted to shift Egypt into a democratic, 

capitalistic economy. This was a direct contradiction to the policies of the previous Egyptian 

president, Gamal Abdul Nasser, who sought to appease his constituency by providing them free 

education and guaranteed employment at the expense of the Egyptian economy. Although Sadat 

tried to open up the Egyptian economy, al-infitah failed to drastically transform the economy. In 

Egypt on the Brink, Tarek Osman says that the fault in al-infitah was that it was overambitious. 

While I agree with this to some extent, I believe the real fault with Sadat’s policies is that al-

infitah did not go far enough in its attempted transformation. Although al-infitah resulted in the 

rise of the private sector and a decline of the public sector, the state remained the country’s 



largest economic employer (Osman). Furthermore, al-infitah contributed to the rise of crony 

capitalism, instead of empowering the lower and middle classes. Sadat’s policies used economic 

opportunities to build the regime’s own power base and in turn, rewarded its own allies (Osman). 

This created an alliance between power and money, without planting the seed of loyalty to 

democratic and capitalistic values. In addition, as Osman states, Sadat’s policies failed to 

recognize complexities of Egypt’s socio-economic conditions, and ignored the limitations of 

Egypt’s administration system and the power of the military. It lifted restrictions on importing, 

exporting and travel, but didn’t overhaul the foundations of the economy.  

 Mubarak didn’t make significant changes to the economy either, but instead focused on 

structural adjustments. Combined with the demographic boom of the 2000s, inequality was more 

apparent than ever, despite economic growth (Center for Economic and Social Rights). Fast 

forward to the 2008 protests and it is easy to see why Egyptian governments have been reluctant 

to cut social spending, despite the toll such programs take on the Egyptian economy. 

 Past regimes have put future regimes in a tough spot. In Egypt’s current political and 

economic climate, I believe Egyptian governments will have an extremely challenging time 

trying to fix Egypt’s economy while still satisfying the Egyptian public. In the interest of regime 

survival, Egyptian governments will have a hard time making dramatic changes to salvage the 

economy. To tackle this, I believe future Egyptian regimes should concentrate on taking small 

steps that will help fix the economy and benefit the people with the most need. Egyptian 

governments in the future should crack down on the elites and implement taxes that are more 

proportional to income. In addition, Egyptian citizens should pressure the regime to make 

military budgets more transparent, so that spending can be made more efficient. Such changes 

will hopefully, usher Egypt into a more stable economic climate. 


