The politics of “good governance” in Egypt:

Negotiating political participation in the SME policy-making process

Foreign donors’ insistence on “good governahae’the last fifteen years has translated in
their support to the political participation of smeconomic groups in the making of reforms
in the Middle East. This holds true for micro, shreaid medium enterprises (SMES). This
paper examines the effects of foreign donors’ “gogalvernance” discourse on the
participation of SME advocacy groups in the makofga “SME policy” (i.e. a set of
administrative, economic and regulatory reformd thien to facilitate the development of
SMESs) in Egypt. It analyzes the combined effectsoof the one hand, donors’ support to
SME advocacy groups and, on the other hand, thsistence on the design of participatory
mechanisms by the SME Development Unit, the Eggpgavernmental unit in charge of the
development of a SME policy from 1997 to 2008.

The aim of this paper is to evaluate the potembéd of foreign-supported SME advocacy
groups in promoting and participating in the makofgeconomic reforms in Egypt. More
broadly, it strives to enrich the debate on thditjps” of good governance and highlight the
political transformations in state-society relaidnduced by foreign donors’ involvement in
the Egyptian authoritarian regime.

SMEs in Egypt: A key economic development issue

One of the main structural constraints to induktrt@mpetitiveness and economic
development in Egypt relates to the weak capacitfieSMES. SMEs account for more than
90% of private sector companies and generate ardb%dof the country’s employment and
80% of its GDP. Their development is however hamgeby a series of economic,
administrative, legislative, and financial obstacléncluding a lack of access to finance,
heavy tax burden, cumbersome administrative praesdior registering and licensing, weak
business support services.

Acknowledging the need to implement economic, adstriative and regulatory reforms in
order to facilitate the development of SMEs, thgign government has taken a number of
steps in the last decade. The most salient inigatihas been the establishment of a SME
Development Unit in charge of the making of a general policy facim, small and medium
enterprises from 1997 to 2008. The SME Developrhamts main achievement has been the
publication of the 2004 “Enhancing Competitivenéss SMEs, General Framework and
Action Plan” document. A previous policy documerdasadrafted by the SME Development
Unit in 1997. The 2004 publication radically updht:d enriched it. It aimed to highlight the
main obstacles facing SME development and prohdeSIME development community with
an action plan with concrete reform measures tcaecd the competitiveness of SMEs.

Before and after the 2004 policy document, a nundfemdditional thematic reports were
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published by the SME Development Unit on a wideyawf topics: SME definition, export,
credit, leasing, finance.

Established in December 1997 by then Minister ajrieeny Youssef Boutros Ghali, the SME
Development Unit was a technical unit attachecheorhinister himself. The centrality of the
figure of Boutros Ghali as well as his personabilmement in and takeover of the Unit point
to the patrimonial nature of development politicsHgypt. The Unit, which never exceeded
ten people, has indeed been moving from one mynistanother, following Boutros Ghli
An ex-IMF official, Boutros Ghali is acquainted Western development institutions and
rationales. Described by consultants, state officend foreign donors as a charismatic,
visionary and powerful figure, he is known for begpacity to spot the “politically important”
issues, such as SME development, and secure fdteiging for development projects.

Foreign donors: intertwining SME policy-making and “good governance”

Foreign donors operating in Egypt have been agtivelolved in SME development in the
past two decades. In line with their support tonecoic liberalization and private sector
development, and with the view that SMEs are a &egnue for economic development,
poverty alleviation and employment, they have fuhdevast array of projects relating to
SME development. Traditionally, most of these prtgehave focused on service provision to
small and medium businesses. However, from the 1880s onwards, a partial shift has
operated from service-provision to reform polioyteign donors have increasingly supported
the making of economic, administrative and reguiateeforms and the development of
advocacy groups promoting reforms. Indeed, from02(@02008, the Canadian International
Development Agency (CIDA) and the International Blepment Research Center (IDRC)
have supported technically and financially the mgkiof a SME policy by the SME
Development Unit. This support to reform has bearaleled by an emphasis on “good
governance”, especially on the need to design alusive, participatory policy-process in
order for reforms to be efficient and fair. Othezvdlopment agencies and foundations,
including the Friedrich Ebert Stiftung (FES) ande tiCenter for International Private
Enterprise (CIPE) have claimed to provide supportnbn-governmental organizations
(NGOs) representing SMEs and advocating econordimjrastrative and regulatory reforms.
Foreign donors have thus provided the governmetit thie technical and financial capacity
to engineer a policy process and supported thralifjerent channels the participation of
SME representatives in the policy process.

Foreign donors’ emphasis on the participation ofESképresentatives in the making of
reforms faces two main constraints. First of dlicanflicts with the Egyptian government’s
traditional top-down and non participatory approachthe development of social and
economic policies. SMEs, much like other social andnomic groups, are usually excluded
from the making of economic reforinsSecond, it stands in sharp contrast with the aitipa

of SMEs. Indeed, in contrast to big busine¥séise advocacy capacities and political access
to the decision-makers of SMEs are extremely week.Tamer El Meehy argues, “the
institutional framework that is supposed to repneSMEs is no different from that governing
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other aspects of civil society in Egypt. M/SMEs feuffrom the absence of effective
representative and transparent institutions toessrt and promote their intere&ts"Most
SME associations are in fact service-providing N¥O&he number of SME associations
involved in advocacy is very small: only two massaciations operating at the national level
—a prerequisite to lobby the government- have bielemtified. The most active SME
advocacy association is a federation of NGOs, tedeFation of Economic Development
Associations (FEDA), which has benefited subst#iytieom foreign donors’ support. Much
less active is the Cooperative Society for SmalkiBesses (CSSB), a branch of the
Cooperative Productive Union, a corporatist ermityndustrial cooperatives operating under
the supervision of the Ministry of Local DevelopmeDespite their contrasted level of
activity and participation and their different neguthese two associations share common
features: the size of their membership and thaarfcial resources are limited compared to
traditional business associations.

Given these constraints, donors’ emphasis on govdrgance and the political participation
of SME stakeholders in the making of reforms by$iME Development Unit raises a number
of issues and questions. First, to what extentfoegign donors facilitate thpromotionby
SME representatives of reforms? In other wordswhat extent can donors increase their
advocacy capacities? Second, to what extent canirtisecase théevel of their participation

in the making of these reforms? Third, if and wHereign donors’ discourse on “good
governance” has an impabipw does the foreign-supported political participatedrSMES in
the policy processperat® It must be noted that this work does not focushencontent of
political participation but rather on its extenttas and venu&s With this in mind,
understanding how foreign donors can transformpiigical participation of SMEs in the
making of reforms amounts to examining 1) how lsitite actors and social actors’ political
activities and attitudes to political participatiare transformed by the involvement of foreign
donors (i.e. by the opportunities and challengesido donors introduce) and 2) how this
transformation affects their relation and the gehgrarticipatory framework. Political
participation being a key element of state-sociegiations, answering these questions
provides with a number of hints on the politicdeefs of foreign donors’ “good governance”
discourse and measures on state-society relatiaihg iEgyptian authoritarian regime.

The paper first examines the effects of foreignaten(especially FES’s and CIPE’s) support
to SME advocacy groups. It argues that foreign dohave the ability to enhance the ability
of SME advocacy groups to promote reform and ppdte in their making (section I).
However, their financial and technical support hasn monopolized by one unrepresentative
NGO, FEDA. Section Il examines why and how an urespntative NGO has managed to
monopolize foreign donors’ support and thus SMEresentation and participation in the
making of reforms. It introduces the conceptvil society entrepreneurshifp account for
this bias.

Section Il turns to the state, and examines ssittategies towards the foreign-induced
political participation of SME advocacy NGOs: itaemines how the SME Development Unit
has endogeneized CIDA and IDRC'’s requirement f@adicipatory process. It argues for
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FEDA's corporatization and examines how this nemmf@f corporatism affects the potential
of SMEs to promote economic reforms in Egypt.

I- Foreign donors and SME advocacy groups: doing ahundoing civil society activism

The survival of Egyptian advocacy grolipand their potential participation in policy
processes are extremely dependent on the suppéoteafin donors. As an official from a
donor agency puts it, “participation in policy pesses depends on your [the associations’]
agenda and on meeting the right donor who hasaime sagendd”. Donors indeed have the
financial and technical capacity of enhancing thpacities of associations and facilitating
their access to policy processes. This holds tnutheé case of SME advocacy groups. The
SME advocacy NGO that has benefited most from @orelonor support (i.e. FEDA) has
adopted specific advocacy strategies and has femech better in terms of visibility and
participation in the policy-making process thandtsporatist counterpart (i.e. CSSB) which
did not manage to secure support from foreign danor

Support to associations advocating for economigiagoor civic reforms is generally
provided by foundations or non-profit organizatiol$POs¥'. Two organizations have
played a key role in fostering the advocacy capes;iand subsequently the participation of
SME representatives in the making of SME policibe Friedrich Ebert Stiftung (FES), a
German foundation, and the Center for Internatidiralate Enterprise (CIPE), an American
NPO. Other foundations and organizations have la¢gsn involved to a lesser extent. FES
and CIPE’s approaches to advocacy, their discouases the activities they have been
supporting reflect the general trends in advocaoynption in Egypt".

Foreign donors are often involved at the very eatigges of the establishmeat the
development of NGOs. Donor-driven projects or NG&e commonplace in Egypt. In
FEDA's case, its history clearly reveals that itilcbnot have emerged without the support of
external actors, notably FES’s. From 1996 onwdfesS played a critical role in encouraging
the creation, throughout Egypt, of eleven econodagelopment NGOs in eleven different
governorates. These NGOs later gathered underntieelia of FEDA whose establishment
was also strongly supported by FES officials.

FES has provided the regional economic developmassciations and FEDA with different
kinds of services to “help them function as civiciety organizationd”. Functioning “as
civil society organizations” in the mind of foreiglonors operating in Egypt with advocacy
NGOs implies being able to raise issues of pubtiocern and discuss them with local or
national authorities. This in turn implies havirg torganizational capacities and the required
know-how to formulate concerns and demands antidareel them to the relevant authorities.
FES has thus provided the regional economic adsmtsaand, later, FEDA with this know-
how. It has, for example, provided FEDA with experteoncould help it produce quality
documents and argumentations. But more importamthgs provided the Federation with the
tools and resources to gain visibility and accedgymakers As a FES official puts it, “the
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government really reacts to two things: media cagerand involving sometimes a governor
[or any other state actor] in your activiti€s"This requires developing contacts with media
and politicians. FES has thus extensively funddd/iies (including meetings, workshops,
lunches) involving FEDA, media (both independent astate media), parliamentarians,
government officials and SFD officials. This hasypded FEDA, and its president, with a
network and visibility. As a FES official underlsat, the government is now “aware” that
FEDA “has the capacity to organize events, confegsnetc™. FES claims not to intervene
in the content of FEDA’s work and to restrict itsntribution to easing the organizational
aspects of their work, thus simply setting the stioy FEDA to act. Its influence is however
much more important. First of all, its discourses hgermeated that of FEDA as the
Federation’s publications indicdfé Second, without its support FEDA’s work would be
technically impossibi&'". CIPE has also developed projects aimed at enh@reEDA's
capacities. It has been working with the Federasioge 2004. CIPE organizes trainings on a
number of topics that tackle issues relating tooadey: the development of an agenda, the
prioritization of policies, the evaluation of pa#s, etc. It has also financed a number of
research projects developed by FEDA.

The comparison with CSSB (which is now completelgctive) hints at the fact that foreign
donors’ support is vital for advocacy associatiailiing to participate in the SME policy
processes. Indeed, the absence of foreign donnesidial and technical support hindered the
association’s participation in the SME policy pres@nd led to its slow death. CSSB is part
of the system of industrial cooperatives, the Coajpee Productive Union. CSSB’s president
did contact and meet foreign donors, but his attentgpget funds from them turned out to be
unsuccessful: foreign donors avoid channeling fundsorporatist organizatiofisdespite the
fact that CSSB’s claims and ambitions are clos&E®A'’s, and its modus operandi is in
many ways similar. CSSB’s inability to secure dahdmancial, technical and political
support is crucial to understand the decreasesqgbatticipation in the SME policy process,
from 2004 onwards. An illustration of the gap betweFEDA and CSSB’s capacity to
mobilize can be found in the contrasted level @irtiparticipation in the SME Development
Unit's policy committees: state officials underlitieat FEDA was present more often, and
was much more prepared, vocal and implicated duhiaggommittees’ sessidfis

This overview of FEDA'’s history and activities atite quick comparison with CSSB points
to foreign donors’ capacity to foster the promotlmnSME advocacy groups of reforms and
their participation to the SME policy process ahdréfore to contribute to an increase in the
promotion by private sector actors of reforms ahdstfacilitate their participation in the
making of reforms. However, their involvement hascal limitations: the participation they
foster is neither pluralist nor representative.

FEDA can’t be considered a representative of theES¥dctor in Egypt. Indeed, though it
claims to gather 32 000 businessmen, most of tiredigiduals are in fact clients of the
service-providing NGOs gathered under FEDA's umarélEDA'’s declared objectives are to
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“support the participation of its member associaioin discussing issues, laws and
regulations that regulate SMEs; ensure more ppadiicin in taking decisions pertinent of
SMEs in order to assume greater roles in economit smcial development; and enhance
dialogue between decision makers and SMEs repidserd to ensure adopting laws and
regulations to the advantages of the Egyptian SKME$iowever, the associations gathered
under FEDA'’s umbrella are more often than not ecadnodevelopment NGOs headed by
entrepreneurs that provide SMEs with a number pfices and participate in development
projects in their governorate. These associatioestas service-providing NGOs that have
come together at the national level and expanden #ttivities to advocacy. FEDA has a
double nature: it is an advocacy NGO that also ides/services.

Despite this lack of representativity, FEDA has agad to monopolize access to foreign
funding and, subsequently, political participatimnthe SME policy-making process. The
guestion that arises ishy and how foreign donors’ support to advocacy and particgrat
translates in the monopolization of their resouraed, subsequently, of SME representation
by an unrepresentative NGO. Introducing the conoépivil society entrepreneurshigllows

for a more thorough understanding of why and hovid&Eas succeeded in monopolizing
foreign donors’ support and access to the SME patiaking process. | argue that FEDA’s
president is aivil society entrepreneurafter having indentified the opportunities (suah
political participation) and benefits (social armbeomic capital) foreign donors can provide,
he has developetketworks of privileg8&" within the donors’ system that have allowed him to
secure a privileged access to these opportunitidsbanefits. In the development of these
networks of privilege, he has benefited from thecsiic patronage of one donor, FES.

The relevance of the concept of civil society goteaeurship seems to go beyond the case of
SME advocacy. Indeed, the emergence of civil sp@eatrepreneurs appears to be one of the
main effects of foreign donors’ support to the pgvation of advocacy groups in the making
of socio-economic reforms in Egyfit.

lI- Civil society entrepreneurship and the monopolkation of foreign donors’ support to
SME advocacy associations

Opportunities and benefits as incentives for thergence of “civil society entrepreneurs”

“Civil society entrepreneurs” can be defined as N@&@&ders who, much like business or
political entrepreneurs, identify an opportunitydaexploit it to gain economic, political or
social benefits. Understandinghy foreign involvement allows for some NGO leaders to
become “civil society entrepreneurs” therefore megpuhighlighting theopportunitiescreated
by foreign donors and tHeenefitscivil society entrepreneurs can extract from tkgl@tation

of these opportunities.

Foreign donors operating in Egypt need to facerandncile two contradictory trends. On the
one hand, their programs require the participatiboivil society organizations (here, SME
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advocacy NGOs). On the other hand, these orgaoimatire weak or inexistent. The issue of
the missing constituency for reform is a recurrene in authoritarian regim&¥. The
combination of the availability of foreign donor$unds and their need for a SME
constituency with the absence of this constitudray created a unique opportunity for FEDA
and its leader to enter and exploit the “nicheSME representatidf.

A series of benefits can be extracted from the @tailon of this niche of opportunity. The
example of FEDA's president illustrates the rapidréase in social capit&! resulting from
the collaboration with foreign donors. Indeed, tlgb his increased access to media,
parliamentarians and government officials, FEDA'esident has gained increased visibility
at thenational leveland reinforced his legitimacy as a SME represemgtaFEDA'’s president
has established regular relations with the medfa vefer to him as a representative of the
SME sector, recall his activities and quote himaimumber of articles, thus granting him
visibility and legitimacy*"". Moreover, his privileged access to Parliamentielvivas made
possible by FES- and the participation in parliatagan commissions have played in
reinforcing this legitimacy. By then gaining accdssgovernment structures through the
SMEPol, and personally participating in the polrogking process, he has become, in about 4
or 5 years, a recognized public figure, includinghie mind of government officials.

The “actual or potential resourc& linked to this increased visibility and legitimaeye
difficult to evaluate at the national level. Loogiat the evolution of FEDA'’s president at the
governorate levehllows for a better understanding of the effedtslanors’ support on a
NGO leader’s social capital. FEDA's president isnir Port Said. His position as a NGO
leader has benefited his social status in two diffeways. First of all, he has channeled an
important amount of donors’ funds to the local gapan, providing, for example, economic
opportunities to young people: a number of projéatsyouth entrepreneurship have allowed
for the establishment of micro and small entergrisecess to the Industrial Modernization
Center's subsidized industrial upgrading program atonumber of small and medium
entrepreneurs. The financial resources and visibgirovided by foreign donors have
participated in increasing his social status atgineernorate level and in transforming him in
a local public figure. This demonstrates, as aiforelonor argues, that “foreign funds are a
way up for notability for skillful NGO figures”. Asie ironically adds, “esteem for these
people grows with the amount of foreign mon&¥” This is not only true for the recipients of
foreign funds that are channeled through the NGDalso concerns the attitude of local
authorities. Indeed, in the last twenty years, llacghorities, whose resources are constrained,
have increasingly tended to rely on NGOs operatinghe governorate level with foreign
funds to provide some services to the populatioetti® associated to NGO projects has
become a classical strategy of local authoritiasthe case of FEDA'’s president, they have
also used his organizational and financial capexito organize meetings or workshops on
issues relating to SME development, regulationstages. This clearly participates in the
enhancement of his networks of social relationshapsthe governorate level and the
enhancement of his social capital.



The translation of social capital into economicitaps extremely difficult to evaluate and
will not be intended here. Suffice to note thaté¢hare potential direct economic benefits that
civil society entrepreneurs can gain through thglatation of the opportunities arising from
foreign donors’ involvement. Through FEDA's presitlease, different sources of economic
benefits can be identified. The most obvious relatethe grants provided by foreign donors
to FEDA®. More generally, foreign donors’ support goes hamdhand with travels,
conferences in four-star hotels, etc.

Highlighting the opportunities and benefits exteactby FEDA’'s president, and more
generally by civil society entrepreneurs, thus akydwhy civil society entrepreneurs come
into being. However, understanditngw civil society entrepreneurship is fostered reciire
examining the building of interpersonal relatioretvieeen foreign donors and civil society
figures. The building of a network of exclusive e@rgersonal relation with a number of
foreign donors has allowed FEDA'’s president to npmtize foreign funds and support, and,
subsequently, to obtain a privileged access td&SIME& policy process. It is in this sense that
these networks of interpersonal relations can fadifird of “networks of privilege™®.

The first step in the building of this network ofiylege has been the development of a
specific type of patron-client relation between #eS official and FEDA'’s president. The
nature of the relation between these two actord,th@ resources exchanged, indeed point to
the fact that FEDA has benefited from the patrorzEgedonor.

Characteristics of donors’ patronage

As Eisenstadt and Roniger illustrat&{t, patron-client relations can take a great varity
concrete form8*": in this case study, the relationship between FBD#esident and the
FES official can be considered just another vamatf patron-client relation.

FEDA's president and the FES official insist tHag\t have a close personnel relationship and
that they consider each other as “friends”. Fridimlss one of the “social institutions” that
formalizes trust and it is certainly one aspecthaf relationship between these two actors.
However, the asymmetry in their relation (or, ifet words the “discrepancies in status,
power and influencé®") and the resources made available by the FESialffic FEDA's
president point to the fact that their relatioraisariation of “lopsided friendship”. Lopsided
friendship indeed refers to a type of patron-cliatation that reconciles, on the one hand, the
affective and personalized character of the ratatind, on the other hand, its asymmetry.
Lopsided friendship might be based on less inetyudhan other types of patron-client
relations, but it remains asymmetrica.

The patronage of the FES official has allowed toe survival and the empowerment of
FEDA, allowing it to get exclusive access to theowaces provided by FES and to develop a
network of interpersonal relations with differentt@s of the donors’ system (and more
generally the SME policy community). In exchang&DA’s president has been promoting
the values and message of the donors’ foundatioanenic liberalization, “civil society
empowerment”, etc.)



Developing a “network of privilege” within the dorsd system

The elaboration of these “networks of privilege'thimn the donors’ system results from the
combination of relatively strong barriers to thdrgnn donors’ networks and the capacity of
one civil society entrepreneur to establish strand multiple ties with donors.

The entry of SME advocacy NGOs, and more geneddllyivil society organizations, in the
donors’ system and their access to donors’ suppa@tibject to a number of restrictions that
relate to the limitations of the Egyptian politicaistent™” and those of the donors’ system.
Regarding the latter, the combination of donorsklaf knowledge of the local environment,
their limited time and money resources, their imp@dde conception of civil society and the
excessive conditionality that goes hand in handl #ieir support converge to close the access
to the donors’ system and exclude a large numbeiviifsociety organizations from™t"".
This sets the stage for the concentration of fuorda limited number of these organizations.
As a consequence of their lack of knowledge ofltical environment and their limited time
and money resources, donors tend to support the $GOs over long periods of time.
Moreover, even when looking for “new” NGO partnetisey tend to rely on information
provided by other foreign donors. Indeed, information “recommendable” NGOs does
circulate within the donors’ systéfi™.

Donors’ lack of knowledge and understanding of ¢h@ society scene in Egypt is coupled
with a restrictive definition of what civil socieshould be and what the NGOs should look
like in order to get their support. A number ofastare therefore excluded from access to
donors’ funds because of their nature. In this cigdy, the most obvious case of exclusion
from donors’ support is that of CSSB.

All these barriers hinder the access of most c@diety organizations to foreign support and
facilitate the strengthening of the position of tN&Os who have entered foreign donors’
closed circle. Civil society entrepreneurship igsttabout having the ability 1) to enter this
closed circle and 2) to ensure the predominanaenefs position in this circle through the
building of relationships with different donors. BE's leader’'s has had this ability. The
patronage of a FES official has allowed him to efteeign donors’ world. On this basis, he
has then managed to build a network of relatiorik different donors.

By providing him with the tools, knowledge and apgiate vocabulary, the FES official has
facilitated the formatting of his client and hasated a product that fits donors’ requirement
in terms of discourse, organization and paperwlBBDA'’s leader has used these capacities to
apply for grants, with USAID for example with whit¢te worked on projects relating to the
development of technology and communication skilisSMEs.

As important as these capacities is the visibl&S has provided FEDA's president with.
FES has supported a large number of networkingitie§. Through his lobbying activities
for the 2004 SME Law for example, he has gottencamtact with a large number of
parliamentarians as well as with different mediawlave publicized his activities, presenting
him as the voice of SMEs in the framework of thekimg of this law. More importantly, this
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experience has allowed FEDA'’s leader to enter oselcontact with SFD officials and
bureaucrats from the SME Development Unit. It soaluring this period, that FEDA'’s leader
established contacts with other foreign donorshsscCIPE and ILO.

Thus, rather than fostering pluralist representatforeign donors have concentrated their
funds and support on one SME advocacy NGO. Thisaunation of funds on FEDA
partially results from the capacity of its presideéa develop a network of interpersonal
relations with foreign donors supporting SME adwycasiven that political participation to
policy process requires funds and visibility, FEBAhonopolization of donors’ funds and
support has allowed for its privileged access tbtipal participation in the SME policy-
making process.

Foreign donors’ involvement in the policy-makingopess has not been restricted to
supporting the promotion by SME stakeholders obmek. They have also been involved
directly with governmental actors. CIDA and IDRCvhandeed supported technically and
financially the development of a SME policy by tBME Development Unit, putting special

emphasis on the requirement to design a partiaipatod inclusive policy-making process.

Analyzing how this requirement has been endogenigethe SME Development Unit sheds
light on the peculiarities and limitations of therdign-supported participation of Egyptian
SME stakeholders in the making of reforms.

lll- State strategies towards the participation of SME stakeholders: from consultation to
political participation

CIDA and IDRC'’s “good governance” approach hasntyepermeated the discourse of state
bureaucrats: the documents published by the SMEeIDpment Unit refer to “stakeholders’
mapping and involvement”, and stress the needki® it#to account actors outside the realm
of governmental organizations, i.e. “advocacy oigaions”, “private sector organizations”,
etc. This recognition of the need to foster dialguth key external stakeholders and interest
groups is worth mentioning since it contrasts with traditional approach to policy making
of the Egyptian authoritarian regime. More impothgnthis discursive shift has been
accompanied by the development of participatorylhmaeisms at the level of policy practice.
This foreign-induced participation of SME stakelewkl has taken two main forms:

consultation and political participation.

Consultation of SME stakeholders: a top-down itiit&

The drafting of the “Enhancing Competitiveness $MEs General Framework and Action
Plan” provides the best example of the implemenatf the consultative approach: around
70 consultative sessions have been held since 2000ghout Egypt. Given the absence or
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the weakness of SME advocacy associations in mawgrgorates, service providing NGOs
working on the field in governorates or SME owneese consulted.

Consultation differs from political participation two crucial ways. A first key difference lies
in the extent of non-governmental stakeholders’ algs for inclusion. Consultation clearly
belongs to the realm of governmental top-down atiites: it is not set up by external, non-
governmental stakeholders and does not even resmmrad demand from these external
stakeholders. Rather, it is thought, designed aigdrozed by governmental stakeholders.
Beyond the satisfaction of donors’ demands, the \aam to facilitate the policy process. A
second key difference relates to the nature ofsthkeholders involved. Consultation was
broad and included a large number and variety akettolders: SME owners, service
providing NGOs, and advocacy associations. The afntonsultation was outreaching
directly to as many people as possible, even teetlveho could by no means be equated to
advocacy groups.

Consultation is thus a form of participation. Indeaon-governmental stakeholders —in this
case SME owners, associations providing serviceSMi&s and, to a lesser extent, SME
advocacy NGOs- are given the opportunity to take fmaworkshops or forums, share their
experience and voice their needs. It is not howewditical participation. Indeed, as Holger
Albrecht argues, “intent” is needed for participatto be political. As he puts it, “the political

nature of participation must be immediate. Ratl@ntadopt a “chaos theory” of political

participation, in which any word or action of ayate individual might, in a long chain of

reactions, have political implications, we needidentify whether the activist intended to

influence governmental decision-making”. During tbensultation process preceding the
drafting of the National Framework and Action Pthe individuals who participated did not

mobilize to influence the policy making process.e¥hwere mobilized by the SME

Development Unit staff and consultants.

State strategies towards foreign-induced politpgaticipation: corporatizing a SME advocacy
NGO

Conversely, the participation of FEDA —and to a miesser extent CSSB- in the policy
committees established in 2005 by the SME Developrimit provides a clear example of
political participation. Established after the labhimg of the General Strategy and Action
Plan, these policy committees aimed to develop iBpeeform measures to facilitate the
implementation of the Action Plan.

The political participation occurring in these pglicommittees has a number of features that
point to its corporatist natuf&”. Indeed, it can be argued that state actors henmratized
FEDA. In other words, the main response of stateeducrats to the foreign-induced
requirement for the political participation of adaey NGOs in the making of SME policies
has been FEDA'’s corporatization. A close look #® 8ME policy process indeed reveals that
though the bureaucrats of the SME Development hbwe allowed for political participation
to occur, the institutional set-up in which it hascurred indicate that it was neither pluralist
nor completely independent from the state. RatR&DA has been granted an official
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monopoly on SME representation and has been foynakegrated in state structures. The
corporatist arrangement that has emerged is, howeiginct from traditional corporatist
arrangements in Egypt in a number of ways. Itirst f all, highly dependent on foreign
donors’ involvement and relatively detached frora 8ME constituency. Second, it appears
to be somehow incomplete and more fragile thanrdtrens of corporatism.

Before turning to the quality and peculiaritieskEDA’s corporatization, it should be noted
that some scholars have been introducing the #®af corporatism in the study of state-
NGO relations. Indeed, though corporatism genenafgrs to representational associations
such as unions or syndicates, a few scholars hagenbusing it, since the beginning of the
2000s, when referring to “newer” forms of civil sety organizations, namely NGOs. The
work of these scholars generally addresses ThirdridVaewly democratized, semi-
authoritarian and authoritarian regimes. It suffeosvever from a serious flaw. The theories
of “corporatism” have indeed been applied to sh&O relations in a non-rigorous manner:
“corporatism” has often been misused or simply &spigo “control” or “co-optation”.
Howard Wiarda has referred to corporatism to dbsciine way Third World states deal with
NGOs. He recalls, for example, that some NGOs #@reountering newfound hostility or
increased host government suspicion, regulatiod,cantrols over their own activities. Some
NGOs [...] have been forced to curtail their actasti[...] others have been obliged to accept
increased scrutiny of their finances, foreign catiods, memberships, and internal
procedures —that is, a reassertion of corporafis@imilarly, in her analysis of civil society
in Egypt, Maha Abdelrahman argues that “the govemirhas used a policy mix of repression
and co-optation\corporatization towards NG®sThe phrasing of both excerpts reveals the
main limitation of Wiarda and Abdelrahman’s appioes: “corporatism” is used as an
analytically vague category. In both cases, cofaton is used as an approximate synonym
for cooptation or state control. In fact, thesehawd’ arguments are mainly built on a
compilation of the measures taken by the regimesdwict the freedom of NGOs and submit
them to state scrutiny and control. Some elememas Abdelrahman sets forth do have
corporatist traits. She underlines, for example tieed for NGOs to be “members of a
federation in a strictly hierarchical structufé” However, corporatism means more than
organizing units or controlling their finances.i$t indeed above all a system of interest
representation. Yet, first of all, Abdelrahman does discuss the existence and/or quality of
potential consultative mechanisms and, secondiedbes almost exclusively to service NGOs
which are not units of interest representation, they do not aim to represent a group and
channel its demands.

In order to analyze the type of corporatism thaeegas from the corporatization of a foreign-
supported advocacy NGO such as FEDA attrsandprocessemvolved are identified and
examined. Tha&atureof this corporatism and if®litical implicationsare then discussed.

The above-mentioned literature linking corporatisnd civil society is based on the premise
that the regimes have to deal with both old and fews of associability, and thus that the
actorsinvolved in corporatist or semi-corporatist arrangents and those involved in NGOs
are different. This dichotomy between old and newnfs of associability must be rethought.
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Indeed, a glance at the actors involved in bothldkiof structures reveals that old and new
forms of associability frequently overlap. FEDA'@se is instructive: its most active members
indeed cumulate position in old and new types gbastions. FEDA'’s president is indeed
also the vice-president of the Cooperative Prodgactynion. He has been active in this
corporatist structure since the mid-1980s. Moreokeris a member of the Chamber for Civil
Industry of the Federation of Egyptian Industriegl).

It can be argued that the corporatist backgrounsioaie of the actors involved in advocacy
NGOs smoothes their interactions with governmefitiafs. Indeed, as FEDA’s president
puts it, “we know how to present thing%” In other words, these actors have some
knowledge on how state institutions work and whatesactors can expect and accept. This
hints at the fact that the background of FEDA'’s rhers, including its president’s, has
probably facilitated the corporatization of theiG".

The processof FEDA's corporatization began in 2005. PrevigusFEDA’s president
relations with the SME Development Unit were layggiformal. He was indeed in contact
with state bureaucrats from the SME Development (&s well as with other ministries and
agencies) through the networking activities thatohganized with FES’s support and the
workshops, conferences and seminars he was intedThis informal relation was
formalized from 2005 onwards: from then on, infolnamd formal relations have been
mutually reinforcing.

Some of the basic elements of the corporatizatioegss relate to the hierarchical structure
of the Federation and the control exerted by thtesiver its leadership. These elements echo
Abdelrahman’s above-mentioned argument and coveuraber of the characteristics of
“typical corporatist arrangements” identified byaBchi". State control is exerted through
the requirement for registration as well as throtigh control over the composition of the
board of the directors. Registration being mandaiorEgypt, FEDA was registered at the
Ministry of Social Affairs (MOSA) in 2001. In acadance with the law, it was initially
formed of eleven associations, each one from @reifit governorate. The first board of the
Federation included eleven elected members andniemmbers appointed by the Ministry of
Social Affairs (MOSA)"”. The MOSA also exerts control over the Federasidnhds: FEDA
—like all other NGOs- needs the MOSA’s approval obef receiving foreign funding.
Moreover, the Federation is organized in a ceziedliand hierarchical way. Three levels can
be identified: local, regional and national. 130 GG work at the local level. In each
governorate, these NGOs are grouped under a rdgssaciation, which itself is organically
related to the national Federation, FEDA. FEDA itebeadquarters in Cairo.

FEDA'’s organization and leadership structure thosgly with the legislation imposed on
federations of NGOs in Egypt. In this sense, tlyslation in vigor is responsible for part of
the corporatization process. However, this workuasgthat corporatization takes all its
meaning when the issue of the channeling of intexgzresentation is examined. Two key
elements need to be addressed to highlight theratgntof this issue: the monopoly of
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representation granted to FEDA and the formalimataf its participation through its
incorporation in intergovernmental SME policy corntees.

Officials from the SME Development Unit know FEDAresident personally. He is
perceived as a “good guy”, who “has the energy” 4ménts to do somethind*'. These
officials consider FEDA as “huge”, “well known”, &ry active®™" organization. The fact
that it is “nationwide™ is also regularly underscored. For all these nressthey consider it
is a “representative of SMESbr that it “represents the business pedplét’ should be
recalled at this point that though it claims toresent the SME community and it gathers
more than 130 associations working on SME developneEDA cannot be considered a
business association representing the whole Egy@#E community. Indeed, the SME
community comprises millions of individuals who,their vast majority, have never heard of
FEDA.

Despite this imperfect representativity, FEDA hasrgranted a formal monopoly over SME
representation by the SME Development Unit. This been made possible by the fact that,
as mentioned previously, there is no other SME ealep association active at the national
level. In that regard, the fact that foreign donloase exclusively supported the Federation is
one of the root causes for the granting of a molyopbrepresentation to the Federation. The
granting of this monopoly has been formalized m Brotocol of Cooperation signed between
the Ministry of Finance and FEDA in January 2605 his Protocol marks the official
recognition by the government of FEDA'’s role aspresentative of the SME community. It
was signed by FEDA's president and the head ofStkié& Development Unit and aimed to
organize the cooperation between the Federationtl@dMinistry “in the framework of
micro, small, medium enterprises’ development”.sTtdocument endows FEDA with a high
degree of legitimacy. After stating that NGOs péayimportant role in social development, it
recalls FEDA’s membership basis and its role in Stkelopment in Egypt.

As mentioned previously, CSSB also participatedtite development of SME policies.
However, its level of participation did not reacBPA’s. Moreover, officials from the SME
Development Unit consider it a “small organizatiptthuch smaller than FEDA®. They
underscore the fact that it was less efficient lamalvledgeable about SME issues than FEDA
and that its president usually “went with the flvin that it did not have specific demands
or questions. Moreover, CSSB was not as involvedFB®A in meetings and policy
committees. The reason why it was invited by theESMevelopment Unit on some occasions
is that it is related to the Productive Cooperatiireon, and as such cannot be ignored. The
fact that the SME Development Unit dealt with CS&mBIld point to a duopolization of SME
representation. However, CSSB’s weak participatemmd the approach of the SME
Development Unit officials to this organization hiight the fact that it was not considered as
representative —and did not aim to be considereiets.

More generally the granting of a monopoly of repreaation to FEDA raises the issue of the
exclusion of large sections of the SME communitlge Joroblem of the unbalance between
organized interest groups and the rest of the camitynis summed up clearly by Cawson who

14



argues that one of the risk of corporatism is “theganized interests will benefit at the
expense of the unorganized or that the interestaded in the process of policy negotiation
will benefit at the expense of those excludedrhis is clearly an issue in the SME policy-
making process.

The monopoly of representation granted to FEDAns key aspect of its corporatization. Its
incorporation in policy committees is a second &epect: it has allowed the channeling and
the institutionalization of its participation.

The Protocol of Cooperation between FEDA and theidtiy of Finance underlines, in its
first article, that the cooperation between the amtities includes debating the policies and
legislative proposals relating to regulatory, fiogg, organizational obstacles facing SMEs.
The sixth point of the second article includes pgheticipation of FEDA to policy committees
set up by the Ministry of Finance. The objectivéasenhance the Federation’s role in setting
forth the problems encountered by small and medamtmepreneurs. All in all, FEDA is
granted a key role in the representation of SM&®rests within governmental institutions.

The formalization of FEDA'’s role takes a numberather forms. The third point of the
second article of the Protocol also adds, for exatpat FEDA’s members will be given the
opportunity to participate in the training, confeces and workshops organized by the
Ministry of Finance. The eighth and last point bk tProtocol also underlines that some
FEDA members will be invited to join the Egyptiaeleégations in international meetings and
events. FEDA has for example participated in a ysttmlr to Canada with the SME
Development Unit and other governmental agenciE®A-is thus incorporated not only in
the policy committees but also in a very divergeo$governmental initiatives and structures.

Apart from its incorporation in policy committeesdaother governmental initiatives, another
central aspect of FEDA's relationship to the SME/&epment Unit is its role as a channel of
communication between the Unit and SMEs on somé&yassues. The Protocol indeed
contains the requirement for FEDA to organize videoferences every two months to
foment discussions on governmental decisions aadptbblems encountered by small and
medium entrepreneurs.

Examining the corporatization process thus provigdesvith additional information on the
quality of political participation in the SME pojianaking process: it is institutionalized and
monopolized. Channels of participation have inddseen established by the SME
Development Unit, which has provided FEDA with geesclusive access to political
participation. In this framework, the extent of F&B influence is hard to evaluate. However,
evaluating its exact influence is somehow of seaondmportance: what is important is that
officials from the SME Development Unit turned t&[PA, included it and listened to its
opinion. FEDA'’s president indeed expressed satisiacconcerning the policy committees
and officials from the SME Development Unit consete its presence was important for
them.
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The corporatist arrangement between FEDA and tie $ias a number of specific features
and limitations that differentiates it from traditial corporatist arrangements and that. These
features and limitations relate to the processooparatization itself as well as to the role of
foreign donors. They seem to have specific politmansequences for the participation of
SMEs in the making of reforms.

Though different steps have been taken to cormerattEDA, its corporatization is
incomplete. This is, first of all, partly due to BE’s nature: it indeed remains a federation of
NGOs. As such, membership in the Federation cameotcompulsory as in traditional
corporatist structures. The fact is that its mersiigr remains limited, especially when
compared to the size of the Egyptian SME commurttgcond, FEDA’s corporatization
depended heavily on one agency, i.e. the SME Dpusdot Unit. The closing of this Unit
inevitably halted the corporatization process. Tiimited sustainability of the corporatization
endeavor is thus a clear limitation in the transiation of FEDA into a corporatist
organization. However, FEDA remains available faeaorporatization by other ministerial
agencies who would engage in SME policy. Finaly arrangement between FEDA and the
SME Development Unit is not as constraining as rotieeporatist arrangements. For example,
the Protocol does not include any kind of resiicsi on FEDA's activities, and the Unit does
not exert any kind of control on these activitiEEDA indeed has developed in parallel to its
work in policy committees and its activities withet Ministry of Finance a range of other
activities and SME development projects which aggetbped and implemented with other
actors —essentially donors but also the SFD. Thisldc certainly not be the case for a
traditional corporatist group.

Thus, if FEDA has managed to monopolize representaind participation and to get quasi-
exclusive access to the policy process, its cotat#gon is incomplete and its privileged
position is not as secured as that of other cot{gbrgroups. The incomplete character of
FEDA's corporatization and its relative lack ofdmality therefore hint at the weakness of this
corporatist arrangement compared to more traditiomgoratist arrangements and thus at the
potentially weak durability of this formalized pibdial participation.

Another key difference between traditional corpstatarrangement in Egypt and the
corporatist arrangement involving FEDA is the cahtrole played by foreign donors.

Corporatist arrangements typically involve state ancial actors. However, our case study
indicates that a third type of actors, foreign dsnanight get involved in the building of

corporatist arrangements (at least indirectly) asesult of the development of programs
supporting the political participation of advocagyoups in Egypt. Understanding the
peculiarities of FEDA’s corporatization thus re@sirshedding light on the role of foreign
donors in fostering corporatist arrangements batwdee state and foreign-supported
advocacy NGOs.

The previous paragraphs put emphasis on the sgatdgveloped by the state to corporatize
FEDA. In this sense, it is possible to considet thés corporatism has some traits of state
corporatism. However, many features distinguisfratn state corporatism. Indeed, FEDA
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was not created by the state nor was its developswgiported by the state. Moreover, its
recognition by the state was, to a certain extgmgnted as a matter of political necessity”
According to Schmitter, when this political neces# imposed from “below™* corporatism
may be qualified as societal. In our case, it mighargued that state recognition was granted
as a matter of political necessity (a clear diffiees with state corporatism); however, it was
imposed fromoutsiderather than fronbelow (a clear difference with societal corporatism).
Indeed, FEDA does not rely on a powerful broad-tasenstituency which would have
imposed their recognition by the government ongtreernment. Rather, external actors have
created this political necessity. Indeed, it isftireign donors who have fostered the necessity

for the state to recognize advocacy NGOs and ditmwheir participation.

This clearly raises the issue of its lack of acc¢ahiity towards SMEs which it claims to
represent and the question of the legitimacy op#xicipation. In fact, it seems that external
support instead of enhancing the quality of FEDAEpresentativity has been a substitute to
bottom-up support and to FEDA'’s limited outreacHhl these elements cast doubts on the
quality of its participation: FEDA is supposed t&present the interests of the whole SME
community but is probably not aware of the needalldhe sectors of the SME community.

A general conclusion that can be drawn from thiskwse that: though donors have allowed
for political participation to occur by both empaweg a SME advocacy NGO and pushing
the state to develop participatory mechanisms,réig form of participation has a number of
limitations.

Some of these limitations relate to the way dondisancial and technical support is
distributed to advocacy NGOs. Indeed, as FEDA'svgla demonstrates, donors can play a
key role in the emergence and empowerment of adyogeoups and can thus facilitate the
development of actors promoting economic reformet, Ythe numerous weaknesses of the
donors’ system can also lead to the monopolizatiotionors’ fund and support by a limited
number of civil society entrepreneurs. FEDA is aecan point, but donors agree to say that
civil society entrepreneurship is widely spreadd-ancouraged by foreign donors’ practices.
The dependency of FEDA, and more generally of aglepdNGOs promoting reforms, on
foreign funds point to their vulnerability. As ftihe concentration of foreign support on one
advocacy NGO, it clearly raises the issue of repridivity and threatens to empower certain
reform sectors and interests over others.

Another set of limitations relate to the endogetiira of donors’ “good governance”
approach by governmental actors in the frameworkthef SME policy-making process.
Indeed, donors have triggered the design of agpaatory and inclusive policy- process. Yet,
political participation has occurred in a corpatasetting. In other words, foreign donors
have introduced a political change in that theyehalowed for the participation in the SME
policy-making process of an advocacy NGO. Howevee, renegotiation of state-society
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relations resulting from this political change teeen managed by the state through channels
that closely resemble traditional corporatist clesiof interest representation and has not led
to pluralist SME representation. Moreover, the ipgration of SME stakeholders has a
number of limitations that relate to the corporatiian process itself as well as to the role of
foreign donors. As demonstrated FEDA’s corporaitirathas been incomplete and suffers
from a number of weaknesses. The main politicalsequnence of these weaknesses is the
fragility of the corporatist arrangement and thhe fragility of the institutionalization of
FEDA’s political participation. Moreover, FEDA’s guoratization results from donors’
pressure: FEDA does not rely on a broad-based SMEtituency; rather it gets its legitimacy
out of foreign donors’ support. It is not, therefpaccountable to SMEs nor does it represent
all the sectors of the SME community.

All in all, this analysis points to the capacity foreign donors to foster the promotion of
reform by SME stakeholders and their participatiothe policy-making of reforms. It does
cast doubts, however, on the quality and sustdihabf this foreign-induced participation.

The conclusions of this work constitute hypothebkas would need to be tested more broadly.
Indeed, some elements point to the fact that thighthtontain a broader explanatory value
and that they might be useful to understand otlaseg of donors’ involvement in reform
processes in Egypt. Further research would alsondeded to evaluate whether these
conclusions could apply to other Middle EasternTaird World authoritarian regimes in
which foreign donors support reforms. This furthresearch could allow for a better
understanding of the nature of these regimes aadotiitical changes occurring in them.
They might also have useful practical implicatidos international development agencies,
NGOs and foundations involved directly or indirgcth the support to the making of
economic and political reform.

' According to the World Bank, “good governance fit@mized by predictable, open and enlightenedcyeli
making, a bureaucracy imbued with a professiof@shacting in furtherance of the public good, thle of law,

transparent processes, and a strong civil sociatiicpating in public affairs. Poor governance (be other
hand) is characterized by arbitrary policy makingaccountable bureaucracies, unenforced or unggstl |
systems, the abuse of executive power, a civiletpeinengaged in public life, and widespread cdionp. See

World Bank,Governance: The World Bank’s Experient894

" Micro, small and medium enterprises are genedgfjned according to two criteria: the number ofrkess
and the enterprise’s fixed assets. The Ministrifafeign Trade classifies SMEs in the following widicro: 1-

4 workers; Small: 5-14 workers; Medium: 15-49 waegke The 2004 Law for the Development of Small and
Micro Enterprises (Law 141/2004) states that: “bgraall enterprise shall be meant every companyota s
proprietorship [...] in which the in-paid capital dh@ot be less than 50 000 pounds exceed and sbaéxceed
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1 000 000 pounds and in which the number of empsyshall not exceed fifty”, whereas a micro enisgxs
“in-paid capital shall be less than fifty thousgmlinds”. The enterprises comprising between 1 twértkers
are the object of this paper.

I Other governmental and semi-governmental agenic®® been involved, to a lesser extent, in SME
development policy. This has allowed for concurrpoticy initiatives to emerge and has complicathad t
development and implementation of reforms. The cgtitipn between ministries is further enhanced vy t
struggle for donors’ resources. The SME Developnédmit's main competitor has been the Social Fund fo
Development (SFD) who was given by Law 141/2004¢m as the SME Law) a mandate over micro and small
enterprises.

¥ The Unit, which never exceeded ten people, has beming from one ministry to another, following Boms
Ghali. It was thus established under the Ministfyegonomy, then moved successively to the Minigify
Economy and Foreign Trade, the Ministry of Forelgade and Industry and in 2004 to the Ministry ofdnce.
These changes did not have much effect on the dJitictioning: its core team did not change.

¥ Alissa, Sufyan,The Political Economy of Reform in Egypt: Undersiiag the Role of InstitutionsBeirut,
Washington, Carnegie Papers, Carnegie Endowmentnternational Peace, Octobre 2007; Yousfi, Héla,
Humphrey, JohnThe Investment Climate in Egypt: Institutions otafenships as Conditions for Sustainable
Reform? Working Paper n°66, Agence Francaise de Développerene 2008

v See Sfakianakis, John, “The Whales of the Nilendeks, Businessmen, and Bureaucrats During theoEra
Privatization in Egypt” and Wurzel, Ulrich G., “Raitns of Resistance and Fiscal Policy Reform ingEgy the
1990s”, in Heydemann, Steven, edetworks of Privilege in the Middle East, The Roditof Economic Reform
Revisited Palgrave Press, 2004

Vi E| Meehy, TamerGuidelines for the Development of an M/SME Policgnfrework in EgyptSubmitted to the
Ministry of Foreign Trade, May 2002, p. 18

Vil Most are local NGOs, working at the city or gowarate-level, and rely on foreign aid. The servitiesy
provide to SMEs range from capacity-building, tragy commercial services, financial counselinghtecal
counseling, organization of exhibitions, literacsograms, loans, etc. These service NGOs generadlgive
support from foreign donors in the framework ofjlar projects focusing on support to micro, smatl emedium
businesses such as USAID’s small business suppojtcgp. The vast majority of foreign funding goes t
service-providing NGOs.

X political participation is defined by HuntingtomcaNelson as an “activity by private citizens desig to
influence governmental decision-making”. See Hugtbn Samuel, Nelson, JoaNp Easy Choice : Political
Participation in Developing CountriesCambridge, London University Press, 1977. Thisknadopts Holger
Albrecht’'s view that political participation “exstin every political system” and that “the concegit
participation is not only applicable in the autiarian states of the Middle East and North Afriagt bBlso
critical to a comprehensive understanding of staigety relationships in this region”. See AlbredHblger,
“The Nature of Political Participation” in Lust-OkaEllen, Zerhouni, Saloudolitical Participation in the
Middle EastLynne Rienner Publishers, 2008, p. 15

* “Advocacy groups” refers to civil society orgartibms involved in the promotion of reform in health
education, human rights, environmental issues,athdr socio-economic issues. Business associasiocts as
the Egyptian Business Association (EBA), the Alek@n Business Association (ABA), the Egyptian Junio
Business Association (EJBA), etc. are not consitl@vocacy groups in this paper: their resourcesamsess
to policy-makers makes them an extremely privilegemip. Though some of these business associatopi/e
grants from foreign donors, their survival does depend on foreign funding. EJBA for example reesia
number of grants every year, including a grant fiOMRE to elaborate a national business agendaxésutive
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director however underlines that only 10 to 15%ttedir activities are funded by foreign donors. taiew,
Cairo, March 2009.

X' Interview, Cairo, March 2009

X Bilateral and multilateral agencies tend to worikhvthe government, as is the case of CIDA and IDRE
Sheila Carapico underlined’it these NPOs and foundations very often serve aé&bage agencies” between
European and American governments and Arab part@asapico argues that “quite a range of fundind an
implementing agencies supported democratizatiofept® in the Arab world since the early ninetiehey
include established bilateral and multilateral depment agencies [which were addressed above]jajzed
democracy foundations, and non-profit advocacy ps8tl. See Carapico, Sheila, “Foreign Aid for Promoting
Democracy in the Arab World"Middle East Journal vol. 56, n°3, Summer 2002, p.381. Though these
“democracy brokers” initially focused on groups kiog on political reforms, they have gradually hieaed
the scope of their activities and “increasinglyae®NGOs whose advocacy work aims at social and@nan
issues rather than specifically political oisSee Carothers Thomas, Ottaway, Marina, (€aijding Virtue,
Civil Society Aid and Democracy PromotidoWashington D.C., Carnegie Endowment for InternatidPeace,
2000, p. 12

Xl See Carapico, op.cit., and Carothers, Thomas, 86lhg a strategy”, in Carothers, Thomas, Ottawagriiv,
ed., Uncharted Journey, Promoting Democracy in the Midd@ast, Washington, Carnegie Endowment for
International Peace, 2005

XV Interview, Cairo, March 2009
* Interview, Cairo, March 2009
i Interview, Cairo, March 2009

i See for example Thabet, Fouaktjvocacy, Networking and Civil Society OrganizasioRractical Cases
Friedrich Ebert Stiftung, Federation of Economio/Blepment Associations, November 2004 (in Arabic)

I This is openly acknowledged by FEDA's presiderd hoard members.

X Erom the 1980s till the mid-1990s, foreign dondicssupport a number of projects aiming to empowsons
and cooperatives. This was for example the cadeE& and CIPE. Indeed, in 1986 FES started a progmam
Egypt with the Cooperative Productive Union whidmed at empowering this organization. Similarly PEI
started its activities in Egypt in 1996 with a grdrom USAID to revitalize the Federation of Egyti
Industries. The program was soon abandoned.

* Interviews, Cairo, March and April 2009

4 http://www.fedamisr.net/about2.asp?id=1

i As explained below, this expression is borrowetnfdohn Sfakianakis’s work.
i Interviews with foreign donors, Cairo, April 2009

WV Marina Ottaway, for example, stresses the existeifithis missing constituency for democratic refon the
Middle East, including in Egypt. See Ottaway, MarifiThe Missing Constituency for Democratic Refornm’
Carothers, Ottaway, 2005, op. cit.. In the caseégyfptian SMEs, see El Meehy, op. cit.

¥ This seems to be also true for NGO leaders engageeform processes in other areas in Egypt (healt
education, environment, etc.).
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¥ Social capital in Bourdieu’s definition amounts‘tbe aggregate of the actual or potential resaiskich
are linked to possession of a durable network ofemor less institutionalized relationships of miuitua
acquaintance and recognition”. See Bourdieu, Piéfitee forms of capital”, in Richardson, John, ddiandbook
of Theory and Research for the Sociology of Edanallew York, Greenwood, 1986

il See for example Wafd Daily Newspaper, Fayoum- Adsdor Egypt: How Can We Overcome Poverty?,
January 4, 2004, Le Progrés Egyptien, Lundi 30 2085, Efforts du gouvernement égyptien pour legpet
micro projets, Daily News, Egypt, SME owners complaf “poor” services, December 21, 2006, Al Ahram
Weekly, The building blocks, 28 sept-4 oct 2008,Adram Weekly, Putting the books in order, 30 March
April 2006

il Bourdieu, op. cit.
XX |nterview, Cairo, April 2009

** Though foreign donors insist on transparency amermal governance, it is not clear how FEDA's, amd
general NGOs', budgets are audited and where atlfwgo. More generally, economic gains are diffi¢al
evaluate precisely mainly because of the lackasfaparency of the civil society and developmeniase

X This expression is borrowed from John Sfakianakisork. It was elaborated to describe the close
interpersonal relationships developed by privattéaseactors with state bureaucrats during the ecinoeforms
and the privatization of the 1990s in order to se@ccess to rents. See Sfakianakis, John, “Thde#/lod the
Nile: Networks, Businessmen, and Bureaucrats Duthey Era of Privatization in Egypt”, in Heydemann,
Steven, ed.Networks of Privilege in the Middle East: The Hofitof Economic Reform Revisitddew York,
Palgrave Press, 2004

il Eisenstadt, Roniger, op.cit. See Chapter 7, “\arian patron-client relations”.

il patron client relations can differ in their orgaational features. They can be collective or irdlial-based,
short-term or long-term, ongoing or instable, infiat or institutionalized. The resources exchangal also
vary. A patron can provide political or economisaearces; a client can provide loyalty, supporteyetc. The
degree of coerciveness used by the patron andi#i’s level of dependency also vary.

V| emarchand, René, Legg, Keith, “Political Clieisel and Development, A Preliminary Analysis”, in
Provizer, Norman, edAnalyzing the Third World, Essays from Comparafaditics, Transaction Publishers,
1978, p. 123

¥ |opsided friendship in Egypt is a common phenomer@ne of its most famous illustration is the still
especially the political shillal. The relationshietween FEDA's president and the FES official shaseme
characteristics with Springborg’s “political shilaFirst of all, it is a long-term, durable relatiship that
extends over two decades. Second, it is lopsideel:neember (i.e. the FES official) exerts greatéuénce and
status than the other. Financial and technicaluress are indeed concentrated on one of the tvaysacthird,
as the patron of a political shilla would, the F&fficial uses the resources at his disposal thadlient whose
survival depends on him. In exchange, FEDA'’s pesigharticipates in the accomplishment of FES'&ctije
in Egypt, i.e. the development of civil society adacy, and thus legitimizes its existence. Fouheir relation
between the two actors belongs to the realm ofctcalliances. Indeed, though friendship has dsyed and
strengthened their relation, the use of patronagestrumental: it is oriented towards the expt@taof a niche
of opportunities.

1 Maha Abdelrahman provides useful and accuraterrimdtion on the restrictions imposed to civil sogiet
organizations in Egypt. See Abdelrahman, Maigil Society Exposed: The Politics of NGOs in Egigpndon,
Tauris Academic Studies, 2004,
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»xvi Eor more information on the limitations of donossipport to NGOs see for example Schlumbergere@liv
“Dancing with Wolves : Dilemmas of Democracy Promntin Authoritarian Contexts”, in Jung, Dietrichd.,
Democratization and Developme2006

il | the case of SMEs in Egypt, the existence ofMESsub-donor might have facilitated the flow of
information on FEDA

XX gchmitter's seminal definition of corporatism pides a good starting point. He defines corporatisnta
system of interest representation in which the tuent units are organized into a limited numbgsiagular,
compulsory, noncompetitive, hierarchically ordermud functionally differentiated categories, recagdi or
licensed (if not created) by the state and graateeliberate representational monopoly within thespective
categories in exchange for observing certain ctsa their selection of leaders and articulatibrdemands
and supports”. The prime purpose of corporatisiragements is to link the “associationally organizedrests
of civil society with the decisional structurestbé state®*™.

X Wiarda, HowardCivil Society, The American Model and Third WorleMBlopmet Boulder, Westview Press,
2003, p. 6

X Abdelrahman, op. cit., p. 120
X' Abdelrahman, op. cit., p. 130
il | nterview, March 2009

XV More generally, the fact is that, in Egypt, mamva@cacy NGO figures have been involved in or digect
working with the government or the public admirasion. This indicates the weak autonomy of theseraand
might be considered a condition facilitating thepmyatization of their NGOs.

XV Eight characteristics of a “typical corporatistaamgement in Egypt” can be identified in his woldeed, a
typical corporatist arrangement 1) “is created Wstuge”; 2) “is endowed with a formal monopoly of
representation for all who work in its field of jsaiction”; 3) “its membership is compulsory” [..fimot in law,
providing the group with a guaranteed income tlatsupplemented by government subsidies”; 4) its
“organizational structure is almost always hierarahi; 5) its “local units are tied to functionahd regional
branches which are centralized under a nationaledenation with headquarters in the capital cit§y;“the
confederation, in turn, is linked with a parennisiry that supervises its finances and activitiesisults with its
leaders on public policy and delegates quasi-gawental powers of economic regulation and profesdion
discipline”, 7) its “association leaders are geltgraelected through a combination of appointmend a
elections”; 8) “many confederation councils alsowédapecial seats reserved for ministry appointeaking
them more like “mixed commissions” than elected roaf directors®. This list illustrates Schmitter’s
definition. It provides with more concrete elemeiatgvaluate the degree of FEDA’s corporatization.

M These appointed board members included one SK&ahfione MOSA official, on official from the Mistry
of Industry, one official from the Central Bank aamgburnalist from Al Ahram Economy.

M Interview, Cairo, April 2009

Vil Interview, Cairo, March 2009
0% nterview, Cairo, March 2009
' Interview, Cairo, March 2009

" Interview, Cairo, April 2009
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i http://www.fedamisr.net/files/pdf/11.pdf

" Interview, Cairo, March 2009

™ Interview, Cairo, April 2009

v Cawson, AlanCorporatism and Political TheonyOxford, Basil Blackwell, 1986
M Schmitter, op. cit., p. 104

i 1bid., p. 104
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