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Peter Smith 

The latest in the series of development profiles featured a lower middle-income/medium human 

development country that has been experiencing a period of political turmoil in recent years. 

I would imagine that this country was one of the more straightforward to identify in this series of 

country profiles. Indeed, if I had just asked you to name a country that was mainly desert with most of 

the population clustered around a major river flowing through the country, I suspect that many of you 

would have identified Egypt immediately — and you would have been correct. 

Egypt is the largest Arab country by population, and the second largest Arab economy. The country 

has a large population, which has been growing at almost 2% per annum during the 2000s. The key 

sectors in the economy are agriculture, tourism and remittances from Egyptians working abroad. 

Inequality 

Much of the commentary in the media concerning the revolution in Egypt has referred to inequality as 

being one of the main drivers of unrest in the country (for example, see: www.bbc.co.uk/news/world-

africa-13313370). However, this is somewhat at odds with the statistical evidence. According to the 

Human Development Report 2011 (http://hdr.undp.org/en/reports/global/hdr2011/), the Gini index for 

Egypt is 32.1 and the quintile income ratio is 4.6. These values do not suggest excessive inequality in 

the distribution of income. 

This perhaps helps to illustrate some of the limitations of data in capturing key aspects of a country. 

The political unrest in the country has reflected perceptions of inequality within the society, but with a 

focus on particular aspects of inequality, such as the privilege enjoyed by the ruling elite and inequality 

of opportunity for people within the society. 

One way in which we would expect inequality in a society to affect economic growth and human 

development is precisely through the sort of unrest and political instability that has been a feature of 

Egypt in recent years, which can be an obstacle to development generally. 

More broadly, there has been a longstanding debate about the relationship between inequality and 

economic growth. Some people argue that inequality is an inevitable consequence of economic 

growth because there will always be groups in society (in particular, the entrepreneurs and risk-takers) 

who are likely to benefit more from economic growth. Some have argued that because the rich have a 

higher propensity to save, some inequality is desirable — as it will allow higher investment to take 

place, thus facilitating growth. Others have argued that rather than allowing inequality to build up, it is 

important to devote resources to fulfilling basic needs, therefore raising workers’ productivity. This is 

one of those open questions with no firm or correct answer. 
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For further discussion of inequality, see the article by Chiara Binelli and Matthew Loveless on p. 12 of 

this issue of the magazine. 

Tourism and development 

For a country like Egypt, with a wealth of history and sights to attract tourists, there is enormous 

potential to promote development through tourism. The pyramids, the tombs of the pharaohs and the 

Sphinx all act as a magnet for tourists from around the world. Tourists who come to Egypt spend 

money not only on visiting such attractions but also in the catering and travel sectors, and can provide 

a flow of foreign currency that can be used to promote development. 

As a route to development, tourism has a lot going for it. It can help an economy to diversify away 

from a reliance on primary production, and has the great advantage that the income elasticity of 

demand for tourism is strongly positive. This means that as real incomes rise in the more-developed 

countries, so the demand for tourism will also rise. An expansion of tourism may require the upgrading 

of infrastructure — roads and communications, for example — and such improvements will also 

benefit domestic residents. 


