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Introduction 
 
"Social justice is the foundation of taxation and other public finance duties," reads the first 
paragraph of Article 26 of the new Egyptian constitution, which points rightly to the core of 
the taxation system in society. Thus, tax justice should be the context of the tax system's 
content and its goal. This required that justice, from the social perspective, should take 
precedence in various forms, setting the objectives conditions of its stipulation, as indicated 
rightfully by the Constitutional Court in a recent decision.1 The decision indicated that taxes 
are financial duties whose procurement is enforced on the state through its jurisdiction over 
its territories, in order to develop its resources. 
 
Taxes play several important roles. On one hand, it is one of the principal mechanisms to 
achieve social justice between the different social groups and segments. This entails that an 
individual bears his or her share of public burden based on their ability to pay, without 
upsetting the ultimate balance between individual and public interests. On the other hand, it 
expresses one of the most influential factors affecting the state's economic abilities and 
competitiveness, due to its wide-ranging impact on the performance of the various sectors of 
society. Tax policies and mechanisms do not merely impact the process of national 
investment, whether local or foreign, they also represent a fundamental factor in indicating 
the capacity of the state to manage economic activity and achieve the goals of economic 
and social development plans. The above is added to the need to provide enough financial 
resources to enable the state to perform its assigned duties and to the requirements of 
public spending. Tax justice cannot be discussed properly in isolation of the public spending 
that is being funded. 
 
Modern economic and financial scholarship agrees that an efficient tax system is that which 
allows the creation of a good environment for investment while ensuring the highest degree 
of tax justice possible. It should also provide enough resources for the state treasury to 
finance public spending (current and future investments) and fund social spending 
simultaneously, on the condition that this is achieved in a framework of coordination and 
harmony, where one objective does not overshadow the other. Therefore, efficient tax 
policies are those that allow the generation of more public funds, in line with the growth in 
nominal income, without frequent changes in tax rates or the introduction of new taxes. 
 
Economists, led by Adam Smith, believe that a good tax system should have several basic 
features, beginning with justice, meaning the fairness of tax burden imposed on all taxpayers 
according to the ability of the individual to pay. Here, there are two types of justice. The first 
is vertical justice, where payment of taxes is based on the ability of the individual, which 
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assumes that those whose payment capacity is different should pay different shares of taxes. 
The second is horizontal justice, which assumes that individuals with equal ability to pay 
should share equal tax burdens, meaning the equal treatment of people in similar economic 
situations. 
 
The tax system should also be efficient, which requires that allocation of resources are not to 
be disturbed, and should not have a negative impact on incentives for production, 
investment, savings, and production capacities. Therefore, the tax system should take into 
the account the time and place of imposing taxes. 
 
Furthermore, laws and regulations in effect should be fully transparent, clearly formulated, 
well defined, easily understood, and stable. 
 
Taxes should also be economical, with a low collection cost, commensurate with the 
proceeds derived from them. Finally, the tax system should have the element of certainty, 
whereby taxpayers are charged with what is actually owed. It should attempt to answer the 
question of how close are the actual tax bases to prospective tax bases and whether the 
taxpayer can fulfill obligations without long delays and at the appropriate time or not. 
 
Based on this, the study efficiency and justice in the Egyptian tax system requires an enquiry 
into the properties of the system, its different components, influential factors, and other 
issues related to the system. For these reasons and several others, this research will be 
divided into the following themes: 
 

● First: Social Justice and the Situation of the Poor in Egypt. 
● Second: Development of Public Revenues and the Features of the Egyptian Tax 

Structure. 
● Third: Towards a More Just Tax System in Egypt. 
● Conclusion. 
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First: Social Justice and the Situation of the Poor in Egypt 
 
It was no surprise that tax justice was one of the key demands of the 25 January Revolution 
in Egypt. It was a direct indication of the conditions that prevailed at the time as a result of 
policies promulgated in the previous periods, which were based on the theory of "trickle-
down economics," which has proven to be a complete failure. Therefore, various sectors of 
society were determined to adopt the slogan of justice. The majority of political parties 
established after the revolution contained the word "justice" in their titles, alongside other 
slogans like freedom, democracy, and so on.2 
 
Naturally, this demand had an impact on economic concepts and policies. Thus, theoretical 
attention turned to a completely different philosophy than the one that had prevailed in the 
past. It is based on the concept of comprehensive and inclusive development, which looks at 
growth and justice as two sides of the same coin, with social justice as the driving force for 
economic growth. This is based on the fact that appropriate policies for long-term economic 
growth are those that are linked to the improvement of the distribution of economic benefits 
to all sectors and segments of society. It also realizes that the sterile debate on the eventual 
contradiction between the objectives of rapid growth and the requirements of justice has 
been concluded. Modern history provides several indicators of the possibility of achieving 
these two objectives simultaneously. The question is not merely social; it is economic to 
begin with. 
 
Poverty is one of the most relevant current issues. The 2010/2011 income and expenditure 
survey by the Central Agency for Public Mobilization and Statistics (CAPMAS) indicates that 
the proportion of poor Egyptians increased from 16.7% in 1999/2000, to 19.6% in 2004/2005, 
to 21.6% in 2008/2009, and reached 25.2% in 2010/2011, meaning the number of poor has 
been steadily increasing year after year.3 
 
On the other hand, the proportion of those living in extreme poverty increased from 2.9%, to 
3.6%, to 6.1% respectively in the first three years above, then slightly decreased to 4.8% in 
2010/2011. 
 
Table 1. 
Evolution of Poverty Rates in Egypt 
 

 1999/2000 2004/2005 2008/2009 2010/2011 

Material Poverty 16.7% 19.6% 21.6% 25.2% 

Extreme Poverty 2.9 3.6 6.1 4.8 

Poverty Gap     

Source: CAPMAS, Income, Expenditure, and Consumption Survey 2010/2011 
 
Poverty is concentrated for the most part in Upper Egypt, where the figures indicated that 
51% of the population of rural Upper Egypt was poor [in 2010/2011] compared to 44% in 
2008/2009. The percentage goes down to 29% in urban Upper Egypt, compared to 21% in 
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2008/2009. In other words, more than half the population of rural Upper Egypt, with 25.6% of 
the population of the whole country is poor. The ratio of new poor in rural Upper Egypt was 
43.6%, in comparison to 10.6% of urban Upper Egypt. The Nile Delta region was also 
impacted, with 34% new poor individuals in the rural part, in comparison with 0.9% in urban 
Nile Delta regions, and 9.6% in metropolitan governorates.4 
 
These statistics indicate that 70.5% of the permanent poor live in rural Upper Egypt, 
compared to 17.8% in its urban areas. This means that Upper Egypt contains around 88.3% 
of the permanent poor, compared to 6.7% in rural Nile Delta, and 1.8% in the urban Delta 
regions. 
 
It is well known that poverty is a complex phenomenon that cannot be reduced to the 
dimension of income only. While income is one of the cornerstones of this phenomenon, it 
remains a partial indication of a more complex human life. Therefore, a more accurate 
diagnosis of poverty should focus on various other aspects, such as health, education, and 
economic activity. 
 
In this context, it should be noted that multi-dimensional poverty has increased to 10.5% in 
the country as a whole (around 8.5 million people in mid 2011). The rural areas of Lower 
Egypt has 32.8% of those, compared to 32.4% in rural Upper Egypt, added to 13.7% in 
border governorates, 10.8% in urban Lower Egypt, and 9.7% in urban Upper Egypt. 
 
It is also notable that the deprivation of poor families from the minimum required calories 
(malnutrition) contributes the highest percentage in multidimensional poverty, followed by 
denial of health care, and lack of sanitation, transportation, and communications. 
 
Based on criteria of material poverty and multidimensional poverty, around 4.6% of Egyptian 
families are considered poor. Those who are in material poverty but do not suffer 
multidimensional poverty are 20.5%. And the percentage of those living in multidimensional 
poverty but who are not considered materially poor is around 5.8%. 
 
The report "Poverty in Egypt" indicates that most of the poor in Egypt are either unemployed 
or working in agriculture, construction, and low-paying marginal activities. Most are also 
illiterate or with a low education level. This is in addition to new developments that led to the 
appearance of a new faction of the poor, which are the poor middle classes. Former 
economic policies led to an acute drop in the income of middle-tier families, creating a new 
segment of the poor.5 
 
What makes the matter serious is that poverty as a phenomenon tends to renew itself if not 
restrained. Poor children often remain poor when they grow up, unless there is an 
intervention to change the personal circumstances of the poor individual. Thus, the circle of 
poverty can persist in the next generations. However, reducing poverty should not be limited 
to providing a mechanism to help the poor overcome certain income or consumption limits. It 
should also entail a raising productivity on an ongoing basis and involving the poor in the 
development process. 
 
On the other hand, poverty in Egypt is considered to be shallow, meaning that most of the 
poor live just under below the poverty line. Therefore, the amounts required to cover their 
annual deficit to shake off their poverty are not large. Another large section of Egyptians, 
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however, lives right above the poverty line, the lower middle class, which is more susceptible 
to fluctuations in prices and incomes and more prone to slip into poverty when their income 
changes.6 
 
Such indicators point to the basic fact that poverty in Egypt has reached extreme levels and 
would need a precise and careful study to introduce the necessary mechanism for its 
eradication. It requires a comprehensive reform policy, which considers that economic policy 
should be in the service of individuals and of society. Raising growth rates alone is not 
enough to lift the poor and those with limited income from their current situation. The growth 
should be poor-friendly and capable of expanding their capacities, chances, and life choices. 
This entails working towards removing the causes of poverty and not merely its mitigation. 
 
This is the role of fiscal policy, especially public spending, in terms of its ability to allocate 
resources among various economic sectors and its direct impact on the overall use of 
resources and on aggregate demand. This is not to mention its impact on income policies 
through subsidies and social spending. All these issues are contingent on the extent of 
resources made possible by public revenues allowing the state to meet the overall objectives. 
This means that the social burden should be the responsibility of capable social segments, 
while reducing the impact on the poorer segments, through enhancing justice in the tax 
system and increasing its efficiency. 
 
Tax policies are unique in being one of the tools of financial policy that enable the state to 
achieve its economic and social policies aiming to raise the standards of living and well 
being for citizens. They are also an indication of financial resources available to the 
government to use in funding public services that the private sector usually does not agree 
to provide (public goods and those that the private sector does not provide in a politically 
acceptable manner).7 
 
The success of economic policies, in general, and financial policies, in particular, in 
achieving developmental goals depends on two key factors, resources available to society 
and the manner by which they are used. 
 
This is where the idea of setting the optimal size of public revenues to achieve the relevant 
objectives comes in. This depends on the nature of the prevailing economic and social 
situation and would allow society to determine how to spend limited resources with the 
greatest efficiency and effectiveness in areas where public intervention is required. 
 
Here, several questions are raised. First, what are the guiding principles and standards to be 
used in determining the magnitude and composition of public spending? And how should this 
spending be financed? Second, what are the effects resulting from the government's 
spending programs? What are the social segments that will benefit from the various 
components of such programs? How should the state spend its revenues? And, finally, how 
could public spending allocation be improved? 
 
These questions illustrate the extent to which public spending is linked to the question of 
financing and taxes. Therefore, a discussion of the role of tax policies in society requires the 
study of the manner in which resources are being used and their efficiency and effectiveness. 
This should occur particularly in light of the current situation of Egyptian public finances and 
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the continuing rise in the budget deficit, which rose from 6.9% in 2008/2009 to around 10.8% 
in 2011/2012, in addition to resorting to borrowing to finance the deficit, which led to a 
tremendous increase in public debt and, ultimately, its burdens. The situation resulted in the 
exacerbation of the problem of financing public expenses, which became a main headline 
when speaking about financial policies, but is unfortunately presented in an imprecise 
manner that repeats two fundamental fallacies. 
 
The first is speaking of the need to provide financial resources to spend on one single item in 
the expenditures, without the remaining items. It ignores one of the fundamental principles of 
public financing, "budget cohesion," which prohibits the allocation of one particular resource 
to a single expenditure. In other words, revenue from income taxes cannot be allocated just 
for subsidies, salaries, or military expenses, for example. All sovereign state resources 
should be placed in one pot and then allotted to the various general expenditures item. This 
should be based on the priorities set by society through its representatives in the People's 
Assembly and the Shura Council when approving the state budget, which has a serious 
impact on the political, social, and economic levels. This situation calls for demanding that all 
sectors of society should pay more attention and have a better focus during annual budget 
discussions by the legislature.8 
 
The reason for this is that despite constraints imposed by scarcity of financial resources on 
the state's developmental efforts, practical experience showed that the method of managing 
public funds is no less important in the impact on the efficiency and effectiveness of public 
spending. 
 
The second fallacy in this regard is related to claiming that spending on a particular item, 
such as subsidies or wages, takes away from other expenditures items, such as health, 
education, housing, and others. But this is a one-sided view that looks into a single aspect of 
the budget, expenditures, and does not consider the state's resources. However, the state 
budget has two sides, revenue and expenditures, which means that the correct way to view 
it is by looking at both sides. This raises the question of whether society has reached its 
maximum capacity of sovereign revenues, especially taxes, or if the current levels still have 
many shortcomings? Are financial decision-makers capable of acting in this regard? What 
are the social segments and groups that currently carry the tax burden? And what are the 
causes and factors leading to this? 
 
All these and other questions are necessary to judge the extent of justice and efficiency in 
the tax system. In other words, the study of the justice of any tax system cannot occur in 
isolation of the spending funded by this system. While this is at the core of the issue, 
unfortunately most studies on tax justice tend to disregard it. 
 
In this respect, we note that the state's public expenses, according to the final accounts, 
rose from 365.9 billion Egyptian Pounds (LE) (US$52.5 billion) in fiscal year 2009/2010, to 
LE401.9 billion ($57.6 billion) in 2010/2011, to LE470.9 billion ($67.5) in 2011/2012. 
Compared to the GDP (at current prices), it ranged from 30.3%, to 29.2%, to 30.5% in the 
same periods respectively. 
 
As for the relative distribution of these expenditures, we note that amounts spent on 
subsidies, grants, and social benefits now takes up the lion's share, with 32% of the general 
public expenses in fiscal year 2011/2012. Interest payments come next at 22.2% and the 
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rate is substantially lower for investment, purchase of goods, and services. This means that 
increased spending on current expenses items such as wages and subsidies, led to the 
decline in spending on government investment, which dropped from 10.2% of total expenses 
in 2005/2006 to 7.6% in 2011/2012. Thus, the proportion of government investment to the 
GDP dropped from 3.4% in 2005/2006 to 2.3% in 2011/2012. (Please see Table 2). 
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Table 2: Structure of Public Expenditures (in millions LE) 
 

Item 
2001/ 
2002 

2002/ 
2003 

2003/ 
2004 

2004/ 
2005 

2005/ 
2006 

2006/ 
2007 

2007/ 
2008 

2008/ 
2009 

2009/ 
2010 

2010/ 
2011 

2011/ 
2012 

2012/ 
2013 

2013/ 
2014 

 
Actual 

  
        Budget Bill 

Wages and 
Compensations 

30515.7 
33816.1 37265.7 41545.9 46719.1 52152.8 62838.5 76147.3 85369.0 96271.1 122817.9 142627 172158.7 

Purchase of Goods 
and Services 

9032.2 
8404.0 9384.3 12978.4 14556.3 17027.5 18470.1 25071.8 28059.2 26148.2 26826.3 28764.7 30704.5 

Interest 21739.5 25847.8 30699.6 32779.8 36814.4 47699.8 50527.9 52810.1 72333.0 85076.8 104440.8 138612.1 182046.3 

Subsidies, Grants, 
and Benefits 

17744.0 
20566.4 24787.1 29706.2 68896.8 58442.4 92371.0 127033.4 102974.3 123124.6 150193.2 182837.7 205540.3 

Other Expenditures  16734.7 18434.4 21000.1 21325.8 19612.1 21208.2 23891.7 27007.2 28901.3 31364.4 30796.3 34324.9 38291.8 

Investments 19775.8 20250.9 22851.7 23274.6 21211.8 25498.5 34190.9 43430.0 48349.7 39881.0 35917.6 56618.4 63679.4 

Total Expenditures 1155419 127319.6 145987.9 161610.7 207810.5 222029.2 282290.1 351499.8 365986.5 401866.1 470992.1 583784.8 692421.0 

Expenditures to 
GDP % 

30.5% 
30.5% 30.1% 30% 33.6% 29.8% 31.5% 33.7% 30.3% 29.3% 30.5% 33.7% 33.4% 

Wages to GDP % 8.1% 8.1% 7.7% 7.7% 7.6% 7.0% 7.0% 7.3% 7.1% 7.0% 7.9%   

Purchase of Goods 
and Services to 
GDP 

2.4 
2.0 1.9 2.4 2.4 2.3 3.1 2.4 2.3 1.9 1.7   

Interests to GDP 5.7 6.2 6.3 6.6 6.0 6.4 5.6 5.1 6.0 6.2 6.8   

Subsidies, Grants, 
and Benefits to 
GDP 

4.7 
4.9 5.1 5.5 11.2 7.8 10.3 12.3 8.5 9.0 9.7   

Subsidies to GDP 1.6 1.7 2.1 2.6 8.8 7.2 9.4 9.0 7.8 8.1 8.7   

Other to GDP 4.4 4.4 4.3 4.0 3.2 2.8 2.7 2.6 2.4 2.3 2.0   

Investment to GDP 5.2 4.9 4.7 4.3 3.4 3.4 3.8 4.2 4.0 2.9 2.3   

 
It is no secret what this will entail in terms of rates of growth and increased economic 
contraction. Figures are indicating that the Egyptian economy is growing at extremely slow 
rates. The rate of growth compared to the GDP dropped from 5.1% in 2009/2010 to 1.8% in 
2010/2011, then to 2.2% in 2011/2012. This was primarily a result of the current political 
events, the continuing state of lawlessness, and lack of stability, which had an impact on the 
confidence of Egyptian and non-Egyptian investors and led to a clear decline in the 
investment rate, dropping to 16.7% in 2011/2012. 
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This leads to a decline in spending on goods and services required for the smooth running of 
government. This item was only allocated 5.7% of total public expenditure, around 1.7% of 
the GDP. These meager amounts led to the lack of many basic goods in vital areas such as 
the health sector, which suffers constant and severe shortages in basic supplies, such as 
syringes, medicines, stethoscopes, thermometers, and others. The same situation applies to 
the education sector and other basic sectors related to human development. 
 
This is not to mention the sharp decline in spending on maintenance, whose amount did not 
exceed LE3.2 billion ($460 million) or 0.7% of total general spending. This will lead to the 
inability to perform necessary maintenance of the state's administrative facilities, leading to 
rapid deterioration and erosion of state assets and an increase in accidents resulting from 
the shortage. 
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Second: Evolution of Public Revenues and Features of the Egyptian Tax Structure: 
 
Public revenues have a major role to play in covering public expenditures. Therefore, the 
analysis of public revenues requires a look into the mechanisms of public revenues in 
proportion to public spending. Here, the numbers indicate that the proportion of public 
revenues to the GDP are in actual decline, despite increasing public revenues of the state in 
absolute terms, which was from LE151.2 billion ($21.65 billion) in 2005/2006 to LE303.6 
billion ($43.47 billion) in 2011/2012, based on final accounts. However, its proportion to the 
GDP declined from 24.5% to 19.6% in the same period. (Table 3). 
 
Table 3: Structure of Public Revenues (Millions of Egyptian Pounds) 

 

Item 2001/ 
2002 

2002/ 
2003 

2003/ 
2004 

2004/ 
2005 

2005/ 
2006 

2006/ 
2007 

2007/ 
2008 

2008/ 
2009 

2009/ 
2010 

2010/ 
2011 

2011/ 
2012 

2012/ 
2013 

2013/ 
2014 

 Actual           Modified Draft 

Total Public 
Revenue 

78452.8 89347.8 102044.6 110863.7 151265.8 180214.6 221403.7 282504.5 268114.4 265286.4 303621.9 393475.8 497145.3 

Proportion of 
Revenue to GDP % 

20.7 21.4 21 20.6 24.5 24.2 24.7 27.1 22.2 19.3 19.6 22.7 24 

Taxes 50801.3 55708.5 67147.3 75759.1 97778.3 114325.8 137195 163221.8 170493.5 192072.3 207409.8 266905.4 356925 

% Taxes to GDP 13.4 13.3 13.8 14.1 15.8 15.3 15.3 15.7 14.1 14 13.4   

Grants 4276.5 3289.4 5053.2 2853.2 2379.2 3886.1 1462.6 7983.6 4332.8 2286.6 10103.7 9021.1 2357.6 

% Grants to GDP 1.1 0.8 1 0.5 0.4 0.5 0.2 0.8 0.4 0.2 0.7   

Other Income 23375 30349.9 29844.1 32251.4 51108.3 62002.7 82746.1 111299.1 93288.1 70927.5 86108.4 117549.3 137862.7 

% Other Income to 
GDP 

6.2 7.3 6.1 6 8.3 8.3 9.2 10.7 7.7 5.2 5.6   

 
However, this is a small percentage compared to the current economic and social situation. 
It is much lower than similar countries. The percentage reaches 26.4% in the lower tier of 
middle-income countries and 28.5% in the upper tier, with a global average of 28.7%. In 
high-income countries, it reaches 41.5% for OECD countries and 33.8% for non-OECD high-
income countries. (Please see Table 4). 
 
In general, this resulted in a decline in public revenues compared to public expenses from 
72.8% in 2005/2006 to 64.4% in 2011/2012. 
 
Public revenues consist of taxes, grants, and other income, with taxes taking up the bigger 
portion, rising from 64.6% of total revenues in 2005/2006 to 68.3% in 2011/2012. The 
proportion of other incomes dropped from 33.8% to 28/4% between 2005/2006 and 
2011/2012 respectively. Grants, on the other hand, increased from 1.5% of total public 
revenue to 3.3% in the same period. 
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On the other side, the proportion of taxes to the GDP dropped from 15.8% in 2005/2006 to 
13.4% in 2011/2012. Other revenues declined from 8.3% to 5.6% of GDP respectively and 
grants grew from 0.4% to 0.7% of GDP in the same period. 
 
This situation indicates a huge drop in the contribution of taxes to the national economy and 
the weakness of taxation power, which can be relegated to various reasons. The leading 
cause is the limited tax community, where several activities and sectors still exists outside 
the tax Egyptian tax system. The majority of this activity is located in the upper-income 
bracket and applies to the wealthy, due to their political and social standing that allows them 
to resist any tax reforms that would impact their revenues. The best example is the loud 
noise they constantly make at any discussion of imposing taxes on stock market 
transactions and resulting capital gains. Despite several attempts by successive 
governments in this regard, none were successful and the legislature still rejects such a 
measure, despite its importance from the standpoint of tax justice. 
 
Thus, more efforts must be exerted to expand the tax community to include all income and 
profit earners, save for what the legislature sees as detrimental to the national economy. The 
focus, however, is being put on increasing the tax burden on current taxpayers, in what 
seems like a punishment for those who are committed to paying taxes instead of attempting 
to reach other social segments that are not paying. 
 
1) Tax Effort in Egypt: 
 
The Egyptian tax structure has several characteristics, primarily the weakness of the tax 
effort, which is the share of actual collection to the GDP. The numbers here show a large 
decline in the share of tax revenues to the GDP, despite a relative increase in the absolute 
numbers, where tax revenues increased from LE97.8 billion ($14 billion) in 2005/2006 to 
LE207.4 billion ($29.7) in 2011/2012. However, its proportion of the GDP decreased from 
15.8% to 13.4% in the same period. The proportion of tax revenues to public expenses thus 
dropped from 47.1% in 2005/2006 to 44% in 2011/2012. In other words, tax revenues are 
covering less than half of state expenditures. 
 
It should be noted that the average rate is 20.5% globally and 35.4% for high-income 
countries in the OECD. It decreases to 20.7% in the upper tier of the middle-income bracket 
and to 18% for the lower tier of middle-income countries, to which Egypt belongs. 
 
Here, economists differentiate between the taxation potential and actual effort. The 
difference represents the ability of the state to impose new taxes without causing unwanted 
economic, social, or political repercussions. This is dependent on several basic elements, 
which are:9 

● State economic growth level. 
● Income distribution pattern in society. 
● Sectoral distribution of national product. 
● Productivity of public spending. 
● Administrative capacity of government agencies to collect taxes. 

 
Table 4: Revenue Mobilization in Developing Countries 2011 (Average) 
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Variable 
All 
Countries 
in Sample 

High 
Income - 
OECD 

High 
Income 

Low 
Income 
(47) 
 

Lower 
Tier of 
Middle 
Income 
(48) 

Upper 
Tier of 
Middle 
Income 
(41) 

Egypt 

Governme
nt 
Revenue 
as % of 
GDP 

28.7 41.5 33.8 18.4 26.4 28.5  

Governme
nt 
Revenue 
Excluding 
Grants, % 
of GDP 

27.8 41.4 33.7 15.2 25.6 27.9  

Governme
nt 
Taxes, % 
of GDP 

20.5 35.4 15.7 13 17.7 20.7  

Income 
Tax, % of 
GDP 

6.9 12.9 5.9 3.5 5 5.4  

Income 
Tax - 
Companie
s, % of 
GDP 

3 3.1 2.4 2.2 2.9 3.4  

Income 
Tax - 
Individuals
, % of 
GDP 

4.7 9.7 2.8 1.6 1.9 2.3  

Taxes of 
Goods and 
Services, 
% of GDP 

7.4 11.2 5.1 5 6.1 7.1  

VAT 
Revenues,
 % of GDP 

5.9 6.8 6.2 4.9 5 5.2  

Commerci
al 
Taxes, % 
of GDP 

3.6 0.6 2.7 3.7 4.9 4.6  

Average 
Corporate 
Tax 

33.5 33.8 28.9 39 33.5 33.3  

Average 
VAT, 2010 15.8 18 16.3 16.2 13.8 15.7  

Source: International Monetary Fund, Revenue Mobilization in Developing Countries, document for official use 
only, March 2011. 
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Therefore, the search for the taxation potential should be conducted according to current 
economic and social conditions, so that society can achieve more tax revenue without 
impacting the rate of economic growth or investment rates. In other words, tax rates should 
not be too high as to impact production incentives, savings, investment, and production 
capacity. They should not lead to the encouragement of tax evasion or impose expensive 
administrative costs, to avoid having a negative impact overall from the perspective of 
national economy. 
 
It should be mentioned that some of the more important elements influencing taxation 
capacity in Egypt are the following: 
 
1) Expanding the poor distribution of wealth. Income and expenditures accounts for 
2010/2011 indicate that the lowest 10% in terms of individual spending have a share of 
merely 3.5% of total spending in urban areas and 4.6% in rural areas. On the other hand, the 
highest 10% in terms of family spending have a share of 30% in urban areas and 21% in 
rural areas. The gap increases when looking at quintiles, where the lowest 20% only spend 
8.4% of the total, while for the highest 20%, the share is 20% in urban areas. For rural areas, 
the share of the lowest 20% is 10.7% compared to 34.4% for the highest 20%. On the 
national level, the 20% lowest spending families share 9.5% of total spending compared to 
39.2% by the highest 20%. (Please see Table 5). Therefore, the total consumption of the 
upper bracket is four times that of the lower fifth. 
 
Table 5 
Spending by Income Bracket as Percentage of Total Spending in 2010/2011 

 Urban Rural Egypt 

Lowest 10% of Individuals in Spending 3.54 4.63 4.10 

Lowest 20% of Individuals in Spending 4.82 6.10 5.46 

Lowest 30% of Individuals in Spending 5.65 6.96 6.31 

Lowest 40% of Individuals in Spending 6.39 7.79 7.09 

Lowest 50% of Individuals in Spending 7.15 8.60 7.88 

Lowest 60% of Individuals in Spending 8.10 9.40 8.75 

Lowest 70% of Individuals in Spending 9.31 10.41 9.86 

Lowest 80% of Individuals in Spending 11.08 11.71 11.39 

Lowest 90% of Individuals in Spending 14.27 14.71 14.49 

Lowest 100% of Individuals in Spending 29.68 20.70 25.19 

Source: Central Agency for Public Mobilization and Statistics, Income and Expenditure 2010/2011. 
 
Statistics also indicate that individuals whose yearly expenditures exceeds LE2,000 make up 
around 30% of the population of rural Upper Egypt, with a monthly average of LE170, which 
is the value of the extreme (abject) poverty line. This is compared to only 8% of Lower Egypt. 
Individuals spending between LE2,000 and LE3,000 are about 42% of the population of rural 
Upper Egypt. It drops to 18% for those spending between LE3,000 and LE4,000 and to 8.6% 
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for those spending between LE4,000 and LE5,000. Those spending more than LE6,000 are 
no more than 3.2% of the population of rural Upper Egypt. 
 
2) Expansion of the informal sector, currently absorbing more than 50% of the workforce, 
which is a quite dangerous issue and is an indicator of the incapacity of the public sector to 
absorb increasing in labor supply. The fragility of the job market is growing and the quality of 
production is on the decline in the public sector, in addition to the arbitrariness of many 
activities in the sector. 
 
The dangerous situation is a result of the informal sector absorbing the majority of private 
sector workers, estimated at 68%. In rural areas, the figure is as high as 82.3%, compared to 
42.8% in the cities. The growth of the informal sector is an indicator that it is no longer a 
backup for the formal sector. Rather, it is now a major actor in the markets. This is added to 
the difficulties in organizing the informal market in accordance with the needs of society. This 
is underscored by the fact that only 56% of workers have legal contracts, subscribers to 
social security are merely 42%, and only 33% have health insurance. 
 
3) The Egyptian tax system is also characterized by the high rates of tax evasion and tax 
avoidance. The second happens according to the law, while evasion is punishable by law 
and happens when not presenting the tax form in order to hide an activity. This is considered 
a crime against society that must be fought vigorously. Tax evasion has several causes, 
some related to the tax agency and others to the taxpayer. In terms of the tax authorities, the 
ambiguity and complexity of tax laws led to a pileup of delayed investigations and thus a 
delay in collection. This resulted in them being dropped due to the statute of limitations or 
the accumulation of such payments for those who are committed to paying taxes. 
 
The second set of factors leading to tax evasion and avoidance is relegated to the lack of 
awareness in society in general, whether due to the proliferation of value patterns among 
taxpayers who see that taxes are an unnecessary burden, seeing it as merely a levy by the 
state. This is in addition to the miniscule penalty incurred. This is added to the various and 
plenty tax exemptions provided to investors by the legislature, such as those set by some 
laws and remain despite leading to the loss of a sizeable chunk of the proceeds, which could 
have been directed towards various economic and social activities. 
 
On the other hand, tax administration suffers from various flaws, complexities, and lack of 
flexibility adding to the evasion rates, weakening the rates of collection, and increasing the 
size of tax arrears. 
 
The Egyptian tax structure's justice and progress can be discussed based on this starting 
point. 
 
The Egyptian tax structure is divided into a general tax on income and profit, taxes on goods 
and services, customs, property taxes, fees, and stamps. 
 
2) Direct and Indirect Taxes and Tax Justice: 
 
In terms of structure, taxes are divided into direct (levied on direct revenues and whose 
burden cannot be transferred, includes taxes on income, profit, and capital gains) and 
indirect (levied on the use of income and falls on the final consumer of the product or service, 
such as the sales tax, stamps, customs, and social security). 
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It should be noted that the discussion of both types of taxes (direct and indirect) in terms of 
transferring the burden to others, is not completely precise. There are several types of direct 
taxes whole burden could be transferred to others, especially taxes on free professions 
(doctors, lawyers, engineers, accountants, etc.). 
 
Despite the theoretical controversy over this issues and the fairness of direct and indirect 
taxes, the burden of indirect taxes falls on the lower and middle segments more than on the 
higher segments, since the former spend a greater proportion of their income on such goods 
than the higher segments. 
 
The question of the tax structure is often described in Egyptian society as significantly 
dominated by indirect taxes, making it less just. However, this is only half true. 
 
Statistics indicate that the proportion of indirect taxes rose from 42.4% of total taxes in 
2000/2001 to 51% in 2005/2006 and reached 50% in 2011/2012. (Please see Table 6). 
 
This does not mean that the tax structure has become fairer than before. This is absolutely 
false for several reasons. The first is the amendments implemented by the finance ministry 
since 2004/2005 in its presentation of the budget to the state. It began showing subsidies for 
petroleum products in the expenditures section, in return for indicating the petroleum surplus, 
profit, and taxes in the general budget. This is a manner that led to the inflation of the 
revenues and expenditures columns without real cash flows between the petroleum authority 
and the treasury. The ministry of finance burdens the budget of the authority with the 
financial costs of subsidies related to petroleum products. At the end of the year, it sets the 
taxes, fees, and surpluses due from authority, assuming that received the amount of the 
surplus (contra accounts). Therefore, the relationship is transformed into the adjustment of 
books that do not entail real cash flows between the two sides.10 
 
Second, the income tax law No.91 of 2005, which reduced the tax on corporations to 20%, 
had exempted the petroleum authority, the central bank and the Suez Canal authority, where 
it remained at 40%, in addition to petroleum and gas mining and producing companies, 
where the tax remained at 40.55% (Article 49 of Law 91 above). This was before the last 
amendment, whereby taxes on financial companies became 25% and the above exemptions 
remained. 
 
For these reasons, the structural form of Egyptian taxes changed in relation to profits by 
financial companies. The share of the petroleum companies and foreign partner rose from 
18.1% in 2004/2005 to 60.7% in 2011/2012, while the contribution of other companies 
dropped from 43% to 18.2% in the same period. 
 
Table 6: Evolution of Tax Structure 

  2001/2000 2002/2001 2003/2002 2004/2003 2005/2004 2006/2005 2007/2006 2008/2007 2009/2008 2010/2009 2011/2010 2012/2011 

Direct Taxes 21356.3 20439.2 21627.1 28064.7 32605.1 49481.6 60322.7 69111 83017.2 85387.7 99044.9 104334 

...as % of Total Tax 42.43 40.23 38.82 41.80 43.04 50.61 52.76 50.37 50.86 50.08 51.57 50.30 

...as% of GDP 5.95 5.39 5.18 5.78 6.05 8.01 8.10 7.72 7.97 7.08 7.22 6.76 

                                                        
10

 Gebali, op. cit. 
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Indirect taxes 28974.8 30362.1 34081.4 39082.6 43154 48296.7 54003.1 68084.1 80204.6 85105.8 93027.4 103075.8 

...as % of Total Tax 57.57 59.77 61.18 58.20 56.96 49.39 47.24 49.63 49.14 49.92 48.43 49.70 

...as% of GDP 8.08 8.01 8.16 8.05 8.01 7.82 7.25 7.60 7.70 7.05 6.78 6.68 

Total Taxes 50331.1 50801.3 55708.5 67147.3 75759.1 97778.3 114325.8 137195 163221.8 170493.5 192072.3 207409.8 

GDP 358,700 378,900 417,500 485,300 538,500 617,700 744,800 895,500 1,042,200 1,206,600 1,371,100 1,542,300 

 
The contribution of these sectors in tax proceeds from corporations increased and is still the 
overwhelming proportion, despite falling from 79.6% in 2005/2006 to 66% in 2011/2012. 
Taxes from the petroleum authority are 49% of total proceeds of corporations in 2011/2012, 
compared to 19% in 2005/2006. 
 
Excluding taxes on the petroleum authority and foreign partners from the tax structure, direct 
taxes in 2011/2012 will be 40.5% compared to 39.8% in 2004/2005 and around 34.9% in 
2005/2006. 
 
Therefore, the division of taxes between direct and indirect does not necessarily reflect the 
reality of social justice in the structure. This will require going into the specific details of each 
type of tax in Egypt, to discover who pays taxes, which social segments carry the biggest 
burden, and the extent of social justice in the distribution of burdens. 
 
These issues will be discussed in light of the actual figures of the state's final accounts, 
meaning up to 2011/2012, being the latest year where final accounts were adopted. The 
paper will attempt to link taxes with social consumption patterns in the CAPMAS Income and 
Expenditure Survey 2011/2012 wherever possible. 
 
Following are the details of each: 
 
3) Evolution of the Egyptian Tax Structure: 
 
Egyptian tax policies underwent several fundamental changes over the last periods, whereby 
the Egyptian legislature began shifting towards a unified tax on the new income of natural 
persons whose sources can be identified in the following tax bases: 
 

● Salaries and wages. 
● Income from non-commercial activities (free professions, such as doctors, lawyers, 

engineers, artists, consultancies, etc.). 
● Income from commercial, industrial, or services activities. 
● Income from real estate wealth. 
● Income from movable capital (shares, bonds, and others). 

 
Law No.99 of 1949 was the first stage in adopting a unified tax on the income of natural 
persons. The second stage involved the issuing of Law No.157 of 1987, which included 
special provisions on scheduler taxes on natural persons, with the general income tax. Then 
Law No.187 of 1993 cancelled scheduler taxes issued according to Law No.14 of 1939, 
which remained in force. It also cancelled the general income tax. The law also set 
provisions for a unified tax on income of natural persons to be applied on the total income 
from all the different sources. It is applied in a progressive manner according to specified 
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brackets. It is not set according to the nature or source of income, but the total of taxable 
income, which makes it compatible with taxable capacity. In accordance with this tax, all 
revenues were aggregated  in the same tax base, whether from commercial or industrial 
activity, or income from non-commercial professions and real estate wealth.11 
 
The aforementioned law established special provisions for revenue from floating capital, 
wages, and the like, whether in terms of the rate of the tax, tax returns, or other. Thus, the 
goal of a unified tax was not reached completely. The removal of these two revenues faced 
some of the sharpest criticisms directed at the system. The argument was that the 
exemption of income from floating capital, salaries, and wages would reduce the ability of 
the tax system to achieve the anticipated goals and does not respect the principle of 
personal tax. 
 
Finally, Law No.91 of 2005 attempted to avoid the previous criticisms and adopted the 
system of a unified tax, putting all tax sources, such as salaries and similar and commercial 
and industrial activity, free professions, and real estate wealth in one base. These are all 
treated in the same manner in terms of taxation regulations and rates. However, it did not 
include revenue from floating capital among taxable income sources.12 
 
The law also unified the rates on the income of natural persons; Article 8 stipulated a rate of 
10% on the first bracket earning between LE5,000 and LE20,000; 15% on the bracket 
earning between LE20,000 and LE40,000; and 20% for the third bracket earning more than 
LE40,000. The article was amended to include a fourth bracket for those earning more than 
LE10 million, at a rate of 25%, based on Military Decree No.51 of 2011. 
 
These brackets were amended recently in a law issued in May 2013, to become the 
following: 
 

● First Bracket - Up to LE5,000 per year: Exempted. 
● Second Bracket - More than LE5,000 and up to LE30,000: 10%. 
● Third Bracket - More than LE30,000 and up to LE45,000: 15%. 
● Fourth Bracket - More than LE45,000 and up to LE250,000: 20%. 
● Fifth Bracket - More than LE250,000: 25%. 

 
Lawmakers also decided to unify the taxation of legal persons, whether corporations (joint 
stock, stock partnership, or limited liability companies) and personal companies (mutuals or 
limited partnerships) no matter what legal form they take. This was at a rate of 20% on net 
taxable profits. It exempted the petroleum authority, the Suez Canal authority, and the 
central bank, where it remained at 40% and for petroleum and gas mining and production 
companies at 40.55%. 
 
This bracket was amended through Military Law No.51 of 2011, which subjected the tax 
base of over LE10 million to a tax rate of 25%. 
 

                                                        
11

 Dr. Heba el-Baz, Al-Jawanib al-Tashriiya li Manthoumat al-Daraeb fi Masr (Legislative Aspects of 
the Tax System in Egypt), unpublished, Institute of National Planning. 
12

 Dr. Al-Sayyid Abdul-Mawla, "Baad al-Molahathat ala al-Malamih al-Asasiya li Mashrou Qanoun al-
Daraeb ala al-Dakhl (Some Basic Features of the Income Tax Law)," Law and Economy Magazine, 
Issue 71, 2003. 
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The tax was also amended to become 25% of net annual profits, while the rates of the 
petroleum authority, the Suez Canal authority, and the central bank remained at 40% and 
those for petroleum and gas mining and production companies at 40.55%. 
 
Table 7 indicates the evolution of tax rates on corporate profit and floating capital, since the 
establishment of the Egyptian tax system until today. 
 
Table 7 
Evolution of Taxes on Corporations 

Law Origin
al Tax Time Period Other Remarks   

   Item Rate Time 
Period 

 

No.14 of 
1939 7% 1938-1993 Additional 

Defense Tax 3.5% 7/56-6/62 
Additional 
taxes and 
fees 

 10% 1940  7% 7/62-12/65  

 12% 1941-1949  10.5% 1/66-12/77  

 14% 1950 National Security 
Tax 1.75% 1/67-6/68  

 16% 1951  8% 7/68-12/77  

 17% 1952-1977 Municipal 
Councils Tax 1.7% 7/56-12/77  

No.46 of 
1978 17% 1978-1980 Additional 

Defense Tax 8% 1/78-8/81  

   
National Security 

Tax 1.75% 1/67-6/68  

    8% 1/68-12/80  

   
Additional Jihad 

Tax 2.5% 1/78-12/80  

   
Fees for 

Municipal 
Councils 

1.7% 1/78-12/80  

No.157 
of 1981 32% 1981-1982 

Petroleum 
Mining and 
Production 
Companies 

40.55% 1981-1982 

Exempted 
from 
original 
tax. 

 40% 1983-1993 Industrial 
Companies 32% 1983-1993 

Exempted 
from 
original 
tax. 

   
Export 

Operations 
32%   
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Petroleum 
Mining and 
Production 
Companies 

40.55%   

   
Resource 

Development Fee 
2% for over 
LE18,000   

No.187 
of 1993 40% June 1994 - 

2005 
Industrial 

Companies 32% June 1994 - 
2005 

Exempted 
from 
original 
tax. 

   
Export 

Operations 32%   

 

  

Petroleum 
Mining and 
Production 
Companies 

40.55%   

   
Resource 

Development Fee 
2% for over 
LE18,000   

No.91 of 
2005 

20% 2005 - May 
2013 

Petroleum 
Mining and 
Production 
Companies 

 
Petroleum 

Authority, Suez 
Canal Authority, 

Central Bank 

40.55%  
 
40% 

2005 - 
Present  

No.?? of 
2013 

25%  

Petroleum 
Mining and 
Production 
Companies 

 
Petroleum 

Authority, Suez 
Canal Authority, 

Central Bank 

40.55%  
 
40% 

  

 
In this context, is clear that the Egyptian tax structure has evolved significantly since 
2005/2006, as can be seen in Tables 8 and 9, below. The structure seems to have the 
following basic features: 
 

1. There is an increased role for the sales tax in the tax structure. It proportion from the 
total rose from 28.1% in 2005/2006 to 34.9% in 2011/2012. This can be attributed to 
the expansion of the tax in the time period of the study, as will be indicated later. 

2. There is a constant reduction of revenues from customs taxes, despite the continuing 
increase in the value of imports to Egypt in the period under consideration. 

3. There is a major increase in taxes on property in the tax structure, which rose from 
1.2% to 6.3% between 2005/2006 and 2011/2012 respectively. This was due to the 
taxes on proceeds from bonds and treasury bills at a rate of 20%, without the 
deduction of any costs. This was hand-in-hand with the state treasury issuing more of 
those bonds to cover the continuing deficit in the general budget of the state and the 
constant rise of interest on such bonds. 
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4. The position of other taxes, which are basically taxes on floating amounts of revenue 
from bonds at the central bank and commercial banks and which are represented 
mainly through bonds from the central bank, the basic goods authority, and 
commercial banks. 

5. The contribution of stamp taxes fell from 4.7% of total taxes in 2000/2001, to 3.1% in 
2005/2006, and finally to 2.6% in 2011/2012. 

 
Table 8: Evolution of the Tax Structure (%) 

 2001/
2000 

2002/
2001 

2003/
2002 

2004/
2003 

2005/
2004 

2006/
2005 

2007/
2006 

2008/
2007 

2009/
2008 

2010/
2009 

2011/
2010 

2012/
2011 

1. 
Taxe
s on 
Inco
me 
and 
Profi
t 

40.90 38.73 37.41 40.63 41.67 49.36 51.20 48.88 49.17 44.94 46.65 43.99 

2. 
Real 
Estat
e 
Taxe
s 

1.54 1.50 1.41 1.17 1.36 1.24 1.56 1.50 1.69 5.14 4.92 6.31 

3. 
Taxe
s on 
Goo
ds 
and 
Servi
ces 

40.58 41.28 41.47 39.54 41.49 35.49 34.49 36.26 38.38 39.35 39.60 40.79 

4. 
Taxe
s on 
Exter
nal 
Trad
e  

14.76 14.36 14.78 13.75 10.22 9.87 9.07 10.22 8.63 8.62 7.21 7.13 

5. 
Othe
r 
Taxe
s 

2.23 4.13 4.93 4.91 5.25 4.03 3.67 3.15 2.12 1.94 1.61 1.78 

6. 
Total 

5033
1.1 

5080
1.3 

5570
8.5 

6714
7.3 

7575
9.1 

9777
8.3 

1143
25.8 

1371
95 

1632
21.8 

1704
93.5 

1920
72.3 

2074
09.8 



21 
 

 
Table 9: Evolution of the Tax Structure as % of GDP 

 2001/
2000 

2002/
2001 

2003/
2002 

2004/
2003 

2005/
2004 

2006/
2005 

2007/
2006 

2008/
2007 

2009/
2008 

2010/
2009 

2011/
2010 

2012/
2011 

1. 
Taxe
s on 
Inco
me 
and 
Profi
t 

5.74 5.19 4.99 5.62 5.86 7.81 7.86 7.49 7.70 6.35 6.53 5.92 

2. 
Real 
Estat
e 
Taxe
s 

0.22 0.20 0.19 0.16 0.19 0.20 0.24 0.23 0.27 0.73 0.69 0.85 

3. 
Taxe
s on 
Goo
ds 
and 
Servi
ces 

5.69 5.53 5.53 5.47 5.84 5.62 5.29 5.56 6.01 5.56 5.55 5.48 

4. 
Taxe
s on 
Exter
nal 
Trad
e  

2.07 1.93 1.97 1.90 1.44 1.56 1.39 1.57 1.35 1.22 1.01 0.96 

5. 
Othe
r 
Taxe
s 

0.31 0.55 0.66 0.68 0.74 0.64 0.56 0.48 0.33 0.27 0.23 0.24 

6. 
Total 

14.03 13.41 13.34 13.84 14.07 15.83 15.35 15.32 15.66 14.13 14.01 13.45 

GDP 358,7
00 

378,9
00 

417,5
00 

485,3
00 

538,5
00 

617,7
00 

744,8
00 

895,5
00 

1,042
,200 

1,206
,600 

1,371
,100 

1,542
,300 
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For further clarification, changes inside each type of taxes above will be studied in detail to 
identify who pays taxes in Egypt and who bears the biggest burden of each tax. 
 
1. General Tax on Incomes and Profit: 
 
As previously mentioned, tax on income, profits, and capital gains made up around 44% of 
total tax revenue and around 6% of GDP in 2011/2012. The collected amount rose from 
LE48.3 billion in 2005/2006 to LE91.2 billion in 2011/2012. In the 2013/2014 budget 
proposal, it is estimated at around LE158.2 billion compared to LE121.7 in the 2012/2013 
budget. (Table 10). 
 
Table 10: Taxes on Incomes, Profits, and Capital Gains (In billions of Egyptian Pounds) 

  

2001/20

00 

2002/20

01 

2003/20

02 

2004/200

3 

2005/20

04 

2006/20

05 

2007/20

06 

2008/20

07 

2009/200

8 

2010/200

9 

2011/20

10 

2012/20

11 

Tax on Income from 

Employment 2668.4 2840.7 3574.8 4337.7 5177.4 5415.8 6191.5 7351.2 9143.9 11400.9 13392.5 16009.8 

Tax on Non-Commercial 

Professions 109.6 61 99.8 127.4 138.9 167.8 225 295.9 390.3 313.6 313.8 317.4 

Commercial and 

Industrial Activity 2320.1 3239.9 2761.1 3279.8 3523.2 3595.1 3173.2 3779.2 4687.6 4570.1 5162.9 5262.6 

Real Estate Wealth 2 2.5 4.1 4.9 5.1 6.4 30.9 42.7 60 83.7 177.4 103.9 

Corporate Profit 15296.4 13085.3 14122.6 19119.5 22256.6 38887.4 48814.8 55563.3 65970.7 60214.7 70537.7 69549.6 

Petroleum Authority 4023.1 3562.4 2563.7 4771.5 4029.6 23619.7 25379.8 29268.4 34135.2 32180.8 34307.7 34075.2 

Suez Canal 3462.5 3406.1 4187.7 6514 7342.8 7321 9144.3 10268 10390.5 9442.7 10900 11800 

Central Bank 1409 840.6 514.2 316.7 212.3        

Other Companies 5800.6 4589.6 6181.3 6480.4 9588.4 7320.4 14136 15997.3 21415.9 18576.1 25320 23674.3 

Total Taxes on 

Incomes, Profits, and 

Capital Gains 20583 19675.6 20841.8 27279.5 31571.4 48268 58534.9 67058.7 80254.3 76617.6 89592.9 91245.2 

 
Table 11: Relative Structure of Taxes on Incomes, Profits, and Capital Gains 

 
2001/2

000 

200
2/20
01 

200
3/20
02 

200
4/20
03 

200
5/20
04 

200
6/20
05 

200
7/20
06 

200
8/20
07 

200
9/20
08 

201
0/20
09 

201
1/20
10 

201
2/20
11 

Tax on 

Income 
12.96 

14.4
4 

17.1
5 

15.9
0 

16.4
0 

11.2
2 

10.5
8 

10.9
6 

11.3
9 

14.8
8 

14.9
5 

17.5
5 
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from 

Employm

ent 

Tax on 

Non-

Commerci

al 

Professio

ns 

0.53 0.31 0.48 0.47 0.44 0.35 0.38 0.44 0.49 0.41 0.35 0.35 

Commerci

al and 

Industrial 

Activity 

11.27 
16.4

7 
13.2

5 
12.0

2 
11.1

6 
7.45 5.42 5.64 5.84 5.96 5.76 5.77 

Real 

Estate 

Wealth 

0.01 0.01 0.02 0.02 0.02 0.01 0.05 0.06 0.07 0.11 0.20 0.11 

Corporate 

Profit 
74.32 

66.5
1 

67.7
6 

70.0
9 

70.5
0 

80.5
7 

83.3
9 

82.8
6 

82.2
0 

78.5
9 

78.7
3 

76.2
2 

Petroleum 

Authority 
19.55 

18.1
1 

12.3
0 

17.4
9 

12.7
6 

48.9
3 

43.3
6 

43.6
5 

42.5
3 

42.0
0 

38.2
9 

37.3
4 

Suez 

Canal 
16.82 

17.3
1 

20.0
9 

23.8
8 

23.2
6 

15.1
7 

15.6
2 

15.3
1 

12.9
5 

12.3
2 

12.1
7 

12.9
3 

Central 

Bank 
6.85 4.27 2.47 1.16 0.67 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Other 

Companie

s 

28.18 
23.3

3 
29.6

6 
23.7

6 
30.3

7 
15.1

7 
24.1

5 
23.8

6 
26.6

9 
24.2

5 
28.2

6 
25.9

5 

Total 

Taxes on 

Incomes, 

Profits, 

100 100 100 100 100 100 100 100 100 100 100 100 
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and 

Capital 

Gains 

 
Most of these proceeds come from corporate profits, up to 76.2% of the total tax in 
2011/2011, compared to 80.6% in 2005/2006. And those came primarily from the petroleum 
authority and foreign partners (37.3%) and the Suez Canal (13%). However, it should be 
noted that tax revenue from other corporations rose from 15.2% in 2005/2006 to around 26% 
in 2011/2012 (as shown in Table 11). In other words, sovereign entities still play an 
important role in proceeds of the tax, despite the non-collection of taxes from the central 
bank in the period under consideration, due to its funding of the restructuring of the banking 
system in Egypt during that period. 
 
They are followed in significance by taxes on salaries and wages, which were 17.6% of the 
total. Taxes on non-commercial professions are still less than 0.5% and those commercial 
and industrial activity at 5.6%. 
 
A. Taxes on Wages and Similar Income: 
 
On the other side, revenues from taxes on income from employment (including taxes on 
wages and the like, in addition to stamps on wages) rose from LE5.4 billion in 2005/2006 to 
LE16 billion in 2011/2012. Accordingly, its proportion in the profits and incomes tax structure 
rose from 11.2% to 17.6% in the same period. 
 
This increase is due to Law No.91 of 2005, based on the principle of residency and source of 
income to set the taxable base. Article 3 of the law indicated the form of achieved income 
from a source in Egypt which falls under the tax on wages and similar income to be "income 
from services performed inside Egypt and the income paid by an employer resident in Egypt, 
even if the job was performed outside the country, and work performed by non-residents in a 
permanent establishment inside Egypt." 
 
Therefore, the income tax is levied on the income of a taxpayer working outside the country 
and receiving their income from an Egyptian coffer (whether public or private) or someone 
who works inside Egypt and receives the income from an Egyptian or Foreign coffer, taking 
into consideration the provisions of non-duplication in taxation. 
 
It should be noted here that the tax burden of salaries and wages is very different than the 
rates set in the brackets mentioned above. The reason is that the law exempted several 
types of incomes from this tax. There are incomes that are not taxed, such as pensions, end 
of service indemnity, and vacation compensations. There are those that are exempted by 
special laws, such as special allowances (whether added to the basic salary or not), social 
allowances, additional allowances, and remunerations exempted by special laws, etc. This is 
in addition to the share of workers of profits according to the laws and in-kind group benefits. 
 
The impact of appending special allowances to the variable salary and whether it should be 
taxed is a matter of contention and debate in Egypt. This is because it is added to the basic 
salary five years after its approval. Here it should be noted that several entities discount the 
effect of adding this allowance to the basic salary, while other do not do this procedure. 
Several ruling have been issued on the matter. For example, the appeals court in Cairo ruled 
that the tax authority does not have the right to calculate tax on income from work related to 
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special allowances added to the basic salary. This means that the tax authority needs to 
resolve this controversy and present the correct outlook for this matter, in order to achieve 
full equality among and between in the various government entities and among each other. 
 
In addition to the above is the personal exemption of the amount of LE7,000 per year, in 
addition to the subscription of workers in private insurance funds, life insurance premiums, 
health insurance premiums by the taxpayer to his benefit or that of his wife and minor 
children, and any other insurance premiums on pensions. However, this should not exceed 
15% of net revenue or LE3,000 or whichever is the biggest. This is in addition to the 
exemption for resident taxpayers making LE5,000 or less. 
 
All this made the tax burden on wage earners, or the great majority, at less than the 
announced rate, reaching an average of 17%. 
 
This tax was to the benefit of workers in the government and public sector over those in the 
private sector. The reason is that special allowances for public employees, making up to 
345% of the basic salary by the end of June 2013, are exempted from taxes, which is 
something that private sector workers do not benefit from. 
 
Therefore, the overwhelming proportion of the proceeds from this tax come from private 
sector workers, as will be indicated in Table 12. 
 
Table 12: Evolution of Proceeds from Tax on Salaries and Wages (in LE millions) 

 2004/2005 2005/2006 2006/2007 2007/2008 2008/2009 2009/2010 

Public 
Sector 

989.9 1043 1341.8 1676.8 2050.9 2425.0 

Private 
Sector 

3001.5 3162.7 4068.5 5084.3 6219.0 7353.3 

Total 3991.4 4205.7 5410.3 6761.1 8269.9 9778.3 

Note: The numbers in the table are different from those mentioned above, since they exclude the tax on salaries 
and wages. Other tables indicate the tax on wages including the salary stamp. 
 
On the other hand, the number of taxpayers for this tax is about 8.5 million taxpayers, with 
an average payment of LE1,882 in 2011/2012. 
 
This should not be understood to mean that such taxes entail more justice than others, for 
several reasons. The first is that it does not account for the taxation capacity of the taxpayer 
and the huge imbalance among those earning the same wages in taxation procedures. This 
is due to the fact that some amounts are exempted while others are not. 
 
According to the analysis of actual samples, it was noted that one individual working in the 
public sector received LE3,219 per month (LE38,625 yearly) paid the amount of LE2,937, at 
a rate of 7.6%. Another person received a monthly salary of LE5,748 (around LE68,980 per 
year) had paid LE7,295, at a rate of 11.7%. Another, whose salary is LE7,295 per month 
(LE87,536 per year) paid around LE10,407, at a rate of 11.9%. (See Table 13). 
 
Table 13: Actual Sample of Tax on Wages in the Government Sector (in LE) 

Monthly Income 3218 5748.3 6115 7294.7 8559 
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Yearly Income 38625 68980 73380 87536 102708 

Exemptions      

Special Allowances 2899 4343 3720 3887 5865 

Social Security 1248 1933 1282 1295 2013 

Other Deductions 780 816 7338 8818 11127 

Individual Exemption 4000 4000 4000 4000 4000 

Total Exemption 8927 11092 16340 18000 23005 

Net Annual Income 29698 57888 57040 69536 79703 

Amount Deducted      

Untaxed Bracket 5000 5000 5000 5000 5000 

Taxable Base 24698 52888 52040 64536 74703 

Taxes Due 2937 8078 7908 10407 12440 

Average Income Tax 7.6% 11.7% 10.8% 11.9% 12.% 

 
Likewise, a sample of three taxpayers in the private sector shows that the first received a 
monthly salary of LE3,000 and the second LE3,375 and a third LE3,764. The actual tax rate 
paid was 8.4%, 9.8%, and 9.4% respectively, meaning that the tax burden did not conform to 
income from wages and salaries (Table 14). 
 
Table 14: Actual Sample of Private Sector Salaries (in LE) 

Monthly Income 1223.8 1963.9 3000 3375 3763.7 

Yearly Income 14685 23567 36000 40500 45164 

Exemptions      

Special Allowances .. .. .. .. .. 

Social Security 619 1760 1920 .. 2833 

Other Deductions 4000 4000 4000 4000 4000 

Individual Exemption 4619 5760 5920 4000 6833 

Total Exemption 10066 17807 30080 36500 38331 

Net Annual Income      

Amount Deducted 5000 5000 5000 5000 5000 
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Untaxed Bracket 5066 12807 25080 31500 33331 

Taxable Base 507 1281 3012 3975 4250 

Taxes Due 3.5% 5.4% 8.4% 9.8% 9.4% 

 
The state recently took a positive step and increased the personal exemption of this type of 
tax from LE4,000 to LE7,000 per year as a minimum (Table 15). But this also requires work 
to be raised yearly in conformity with inflation rates. Such an exemption cannot remain fixes 
for years without taking prices and the real value of wages into consideration. 
 
Table 15: Evolution of Exemption of Family Burdens (in LE) 

Item 1981 
/1993 

1993 
/1997 

1998 
/2005 

2005 
/2013 

2013 

Single 720 1440 2000 4000 7000 

Married w/o 
dependents 

840 1680 2500 4000 7000 

Married with 
dependents 

960 1920 3000 4000 7000 

 
It should be noted here that the exemption was not just the result of the desire by successive 
governments to take into account the social dimension, which is required, but to the ease of 
collecting such taxes and the low cost of collection compared to other types of taxes. 
 
In this context, the latest amendment issued in May 2013 can be considered. The tax was 
amended in terms of brackets (as mentioned earlier), stipulating that it would be come into 
force in September 2013. However, there is no explanation for the delay in the procedure. 
 
On the other hand, despite some of the positive aspects of the amendment, principally the 
fixed tax of 10% on non-residents, since it denied the state of large proceeds, in addition to 
being biased towards non-resident high-income earners compared to residents, who would 
pay 20% compared to 10% for non-residents. Despite this, it was better to impose a fixed tax 
for those at the higher bracket at 25% (Table 16). 
 
What is more important is that the latest amendment will be doing grave injustice to the 
middle-class wage and salary earners. The bracket was lowered from LE10 million to LE250 
thousand per year, which is the basic income of most waged middle-class segments. Instead 
of the tax system widening its scope, it seems to be exerting more pressure on the middle-
class through added burden. This is further indication that the financial objectives supersede 
the social aims of the tax. 
 
Table 16: Tax Brackets According to Real Accounts 2011 

Bracket Tax Base in Millions Tax Rate until 
September 2013 New Tax Rate 

From LE1 to LE9000 1162.5 exempted exempted 

From LE9000 to under LE12000 387.5 10% exempted 
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From LE12000 to less than LE30000 8706.0 10% on LE20,000 
then 15% 10% 

From LE30,000 to less than LE45,000 15395.0 15% on LE40,000 
then 20% 15% 

From LE45,000 to less than LE60,000 5133.0 20% 20% 

From LE60,000 to less than LE100,000 36521.0 20% 20% 

From LE100,000 to less than LE500,000 5214.0 20% 
20% on 

LE250,000 
then 25% 

More than LE 500,000 1500 20% 25% 

Total 74020   

 
B. Tax on Free Professions: 
 
Taxes on free professions, levied on non-commercial professions such as law, medicine, 
engineering (including agricultural), journalism, authoring scientific or literary publications, 
accounting, auditing, expertise including expert appraisers, translation, religious reading and 
chants, painting, sculpture, singing, playing music, acting, directing, fashion shows, customs 
clearance, and others, according to ministerial decree No.531 of 2005. Despite the wide 
group, it still does not represent an important value. Its total proceeds rose from LE168 
million in 2005.2006 to LE317 million in 2011/2012, which is still less than 0.5% of the total. 
 
It should be noted that the proceeds from this tax was as high as LE390 million in 2008/2009, 
dropping to LE317 million in 2011/2012. Similarly, the average paid by individuals of this tax 
dropped from LE848 in 2008/2009 to LE586 in 2011/2012, as will be indicated in Table 17. 
 
Table 17: Average Paid by Free Professions 

 2008/2009 2009/2010 2010/2011 2011/2012 

Total Free Professions Proceeds (LE 
millions) 

390 313.6 313.8 317.4 

Number of Taxpayers (per thousand) 490 522 534 542 

Average Paid (LE) 848 601 588 586 

 
What is interesting is that the deficit in this type of taxes coincided with the expansion of the 
its tax community, when Law No.114 of 2008 overruled the exemption for private education 
facilities. This indicates a rise in tax evasion. 
 
It should be noted that Law 91 of 2005 expanded the expansions for this type of taxes to 
include the exemption of income from authoring religious, scientific, and cultural books and 
articles, in addition to the income of university, college, and other teachers received from 
publications targeted to students. Also exempted is the income of members of the union of 
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artists from the production of images, engravings, and sculpture and the members of 
professional unions three years into the practice of the profession. 
 
Therefore, it is clear that these types of taxes require more effort to rein in the tax community 
and set regulations to allow the collection of due taxes. This is because it contains segments 
with very high earnings. Even more strange is that the tax burden can be shifted without any 
real effort. This leads us to call for the regularization of this situation through cooperation 
between the tax authority and professional unions, such as stipulating that the renewal of 
membership is contingent on proof of payment of taxes and other procedures. 
 
C. Tax on Commercial and Industrial Activity: 
 
As for the tax on commercial and industrial activity, despite the increase from LE3,173.2 
million in 2005/2006 to LE5,262.6 million in 2011/2012, its proportion of the total revenue of 
this type dropped from 7.5% to 5.8% in the same period. 
 
On the other side, the average paid by individuals of this type of tax rose from LE810 in 
2008/2009 to LE938 in 2011/2012, as indicated in Table 18. 
 
Table 18: Average Paid on Commercial and Industrial Tax 

 2008/2009 2009/2010 2010/2011 2011/2012 

Total Revenue from Commercial and 
Industrial Activity (LE millions) 

4687.6 4570.1 5162.9 5262.6 

Number of Taxpayers (per thousand) 5784 5050 5321 5611 

Average Paid by Individual (LE) 810 905 970 938 

 
However, this type of taxes suffers from several problems: 
 

1. Non-conformity between the proceeds of taxes and the incomes and profits earned 
by these entities, on one hand, and the imbalance in the tax burden falling on some 
of them, on the other. According to a survey of taxes paid by corporations based on 
2008 tax returns filed in 2009, the tax burden on companies with the highest figures 
in terms of business are less than those with lower business figures (see Table 19). 
This applies for individual companies too (see Table 20). 

2. The tax system still suffers from the non-widening of the tax community and the 
many exemptions included in Law 91 of 2005. This is in Articles 31 and 50 of the law, 
whose more important stipulations exempt proceeds of natural persons from bonds 
and all types of financial instruments listed on the Egyptian stock market issued by 
the state or financial companies, in addition to stock dividends on the shares of joint 
stock and stock partnership companies and dividends on shares and investment 
instruments issued by investment funds. This is in addition to the output of dealings 
by natural persons related to their investment in securities listed in the Egyptian stock 
market. 

 
Table 19: Corporation Brackets According to 2008 Tax Returns Filed in 2009 
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Volume of Business in LE Millions No. of Companies Business Volume Taxable Profit Taxes Paid Ratio of Paid to Profit 

Less than 2 13434 3847.96 1667.46 163.98 9.8% 

From 2 to less than 5 2039 6663.72 894.72 109.65 12.2 

From 5 to less than 10 1451 10438.99 1780.42 119.39 6.7 

From 10 to less than 25 1595 25708.29 3582.22 328.03 9.2 

From 25 to less than 50 917 32577.38 6391.56 441.09 6.9 

From 50 to less than 100 686 48802.77 9407.22 556.82 5.9 

From 100 to less than 150 304 37272.53 6047.81 385.17 6.4 

From 150 to less than 200 176 30911.54 3843.40 285.66 7.4 

From 200 to less than 500 393 123085.17 23094.01 1948.29 8.4 

From 500 to less than 1000 167 115118.76 16831.51 825.66 4.9 

More than 1000 142 525245.37 66908.00 3785.55 5.7 

 
Table 20: Brackets of Personal Companies based to 2008 Tax Returns filed in 2009 (in 
LE millions) 

Volume of Business in LE Millions No. of Companies Business Volume Taxable Profit Taxes Paid Ratio of Paid to Profit 

Less than 2 209547 16501.25 1234.75 351.62 28.4 

From 2 to less than 5 4120 13142.23 766.32 81.45 10.6 

From 5 to less than 10 1987 14036.30 806.72 79.67 9.9 

From 10 to less than 25 1603 25079.96 1464.19 118.33 8.1 

From 25 to less than 50 555 19253.00 1065.88 74.58 6.9 

From 50 to less than 100 252 17876.37 903.64 80.51 8.9 

From 100 to less than 150 104 12575.04 586.68 36.54 6.2 

From 150 to less than 200 44 7659.37 390.01 13.85 3.6 

From 200 to less than 500 57 16948.61 1070.83 33.14 3.1 

From 500 to less than 1000 21 14240.95 368.89 34.71 9.4 

More than 1000 13 27385.16 294.75 10.10 3.5 

 
This is done under the pretext of maintaining the stability of the financial market. However, 
this is not very true for several reasons. The first is that foreign contributors pay their share 
of dividends abroad and do not pay anything to Egypt. In the event it is paid in Egypt, it will 
be deducted from the contributor's tax base in their country. On the other hand, this type of 
taxes is applied in several countries in the developed and developing world, for example. 
(See Table 21). 
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Table 21: Taxes on Dividends in Selected Countries 

Country Tax Rate on Dividends 

USA Progressive up to 30% 

Canada 25% 

Hungary 25% 

France 25% 

Germany 25% 

Russia 15% 

Turkey 15% 

Belgium 10% - 20% 

Bulgaria 5% 

Lebanon 10% 

Morocco 10% 

Saudi Arabia 5% 

 
2) General Sales Tax: 
 
The general sales tax is a type of indirect taxes borne by the consumer. It is similar to the 
customs tax, but differs in terms of technical organization, tax base, and exemptions. The 
sales tax was imposed by Law No.11 of 1991, which was put into force beginning 3/5/1991. 
It replaced consumption taxes, which had been in place since the times of Khedive Tawfiq 
(April 1888), when he ordered the collection of additional taxes on the value of imports in 
Alexandria's customs. This was followed by another decree by Khedive Abbas Hilmi on 
13/4/1901 to collect fees on cotton goods produced in Egypt, then the special decree 
imposing a tax on tobacco, issued in January 1914. This was followed by several laws, such 
as TV licenses and the jihad tax, imposed by Law No.119 of 1973. Then came the tax on 
consumption Law No.133 of 1981, which originally included 54 products, later raised to 
124.13 

                                                        
13

 Sales Tax Authority, Taxes on Consumption. 
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Finally came the current sales tax law, which levied a tax on locally produced and imported 
goods and services, except by special decree. The Legislature based the sales tax law on a 
value tax rate, where a general rate for taxes was set on the value of all local and imported 
industrial products. The general rate is 10% of the value of the commodity and applies on all 
cases not exempted by the law. 
 
In addition to the above, several rates are imposed on some goods and services. They are: 
 

● 5% on all food products and goods with a social nature. 
● 20% on some durable goods. 
● 40% on luxury goods. 

 
Presidential Decree No.180 of 1991 was amended by Presidential Decree 295 of 1993, 
enforced since ?2/7/1993, whereby the rates of 20% and 30% were unified to become 25%. 
 
In this context, the legislator kept a limited number of goods under the consumer tax bracket 
without any increase. They are the goods in Table 1 of the law, to which new goods were 
added and some categories amended by Presidential Decrees 180 of 1991, 77 of 1992, 295 
of 1993, 65 of 1995, and 305 of 1996. 
 
A tax was also levied on services in Table 2 annexes to the law at a rate of 5% and 10% of 
the value of the unit of collection. New services were added and some categories amended 
by Presidential Decrees 77 of 1992, 295 of 1993, and 39 of 1994. All of the preceding 
Presidential Decrees were repealed and replaced by Law No.2 of 1997. 
 
The tax remained less general than what the name implies, since it remained limited to the 
production process, without including distribution until mid-2001, when the government 
announced the implementation of the second and third phases of this tax. However, services 
are still subjected to this tax in an arbitrary manner and limited to services in Table 2 of the 
law, in addition to services appended by Presidential Decrees. The legislation of 2002 tried 
to solve part of the problem, when it clarified the concept of operations on behalf of others. 
But this was the only instance. 
 
On the other hand, Law 11 of 1991 identified those assigned to collect and supply the tax in 
all its stages. In the first stage, it was limited to the designation of the industrial product, the 
service provider, the importer, and producer of the taxed goods when the sales reach the 
limit set by the law, which is LE54,000. In the second and third stages, applied since 2001 
(Law No.17 of 2001), wholesale and retail merchants who sell taxable goods were required 
to pay taxes, in case the limit of registration is reached, which is LE150,000. 
 
It should be mentioned that such taxes are widely applied around the world. Many countries 
started to apply the Value Added Tax (VAT), rising from 30 countries in 1980 to around 140 
in 2009.14 However, the justice of this type of tax is controversial. Some believe it impacts 
poorer classes compared to the wealthy, since they have to earmark a bigger proportion of 
their income on particular goods. Other believe that what the rich spend in absolute numbers 
is much higher that what the poor. Therefore, the distributional income will be equal. 
 

                                                        
14

 IMF, "Mobilization of Resources in Developing Countries," memo to the Executive Board, March 
2011. 
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Answering the question needs a comprehensive study of this tax to look into the exempted 
goods and those subjected to the tax, in addition to the social segments that do the 
consumption. 
 
Based on this, the structure of the sales tax and the types of goods subjected to the tax will 
be scrutinized, in addition to identifying the social segments that consume most of those 
good by looking into the various spending patterns based on the results of the Income and 
Expenditure Survey 2010/2011. 
 
According to final state accounts, proceeds from this tax rose from LE16.8 billion in 
2001/2002 to LE27.5 billion in 2005/2006, reaching LE72.4 in 2011/2012. However, its 
proportion to the GDP remained almost constant, rising slightly from 4.4% in 2001/2002 to 
4.5% in 2005/2006 and 4.7% in 2011/2012. Its proportion of total taxes rose from 28.1% in 
2005/2006 to 34.9% in 2011/2012. (See Table 22). 
 
This rise comes as a result of increasing taxes on Table 1 local goods, whose proceeds rose 
from LE6,431.1 million in 2005/2006 to LE25,985 million in 2011/2012. Therefore, it became 
more important relative to the sales tax structure, rising from 23.4% in 2005/2006 to 35/9% 
in 2011/2012. (Table 23). 
 
This increase is due to the growth in the construction sector following the revolution on 25 
January 2011, which had an impact on several goods and local industries, in addition to the 
rise in the cost of this sector's basic goods, such as steel and cement, not to mention the 
increase in the tax rate of some of the goods in the table. 
 
The ratio of the sales tax on services dropped from 20% to 12.6% in the same period. The 
reason for the increase is law No.114 of 2008, which raised the tax rate on petroleum 
products and tobacco and cigarettes. The proceeds from the first item rose from LE1,604.8 
million to LE9,120.1 between 2005/2006 and 2011/2012 respectively. Similarly, the proceeds 
from tobacco and cigarette sales rose from LE4,175 to LE15,949.8 million in the same 
period. This was mainly following the Legislative Decree No.49 of 2011, which raised the tax 
category by 10% of the local sales price of tobacco and cigarettes. (See Table 24). 
 
Table 22: Sales Tax (in LE millions) 

Item 2001/ 
2002 

2002/ 
2003 

2003/ 
2004 

2004/ 
2005 

2005/ 
2006 

2006/ 
2007 

2007/ 
2008 

2008/ 
2009 

2009/ 
2010 

2010/ 
2011 

2011/ 
2012 

 Actual           

General 
Sales 
Tax 

8150.1 9435 12125 13804.5 15482 18035.6 25447.9 27604.5 30711.5 31872.6 37173.7 

Of 
which 

on 
Local 
Goods 

3330.1 3861.1 4776.4 5256.9 5550 6185.8 8927.2 9541.5 11734.7 12923 155663 

On 
Importe

d 
Goods 

4820 5574 7348.6 8547.6 9932 11849.8 16520.7 18063 18976.8 18949.6 21607.4 
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Sales of 
Service

s 
4284.5 3370.3 3653 4920.6 5487.8 6057.1 7058 8803.7 9152.1 9390.8 9140.8 

Table 1 
Goods - 

Local 
4266.6 5428 5139.6 5922.3 6431.1 6413.8 7163.5 14451.1 15562 23121 25985 

Table 1 
Goods - 
Importe

d 

71.4 68.6 84.4 80.1 56.1 65 27.3 22.8 50.3 55 70.8 

Total 
Sales 
Tax 

16772.6 18301.9 21002 24427.5 27457 30513 39696.7 50882.1 55475.9 64439.4 72370.3 

 
Table 23: Sales Tax on Services (in LE millions) 

 
2001/ 
2002 

2002/ 
2003 

2003/ 
2004 

2004/ 
2005 

2005/ 
2006 

2006/ 
2007 

2007/ 
2008 

2008/ 
2009 

2009/ 
2010 

2010/ 
2011 

2011/ 
2012 

2012/ 
2013 

2013/ 
2014 

 Actual Actual Actual 
Actual Actual Actual Actual Actual Actual Actual Actual Amen

ded 
Propo

sed 

Hotels 
and 

Touris
tic 

Resta
urants 

228.7 277.5 499.6 1126.3 1390.9 1471.1 1908.3 2210.5 2171.9 2081.6 1739.6 2143 3182 

Operat
ions 
for 

Others 
Servic

es 

3172.1 2032.5 1728.5 1555.4 1802.2 1791.1 2120.6 2582.3 2935.7 3019.9 3110.4 4606.7 4205.0 

Local 
and 

Intern
ational 
Teleco

m 
Servic

es 

661.6 835.7 1139.3 1910.5 2030.3 2587.4 2743.3 3684.1 3699.7 3881.8 3928.1 5245 7413 

Other 
Servic

es 
221.1 224.6 285.6 328.4 264.4 207.5 285.8 326.8 344.8 407.5 326.7 518 5959 

Total 
Tax on 
Servic

es 

4284.5 3370.3 3653 4920.6 5487.8 6057.1 7058 8803.7 9152.1 9390.8 9140.8 12512.
7 20759 

 
Table 24: Sales Tax (Most Important Table 1 Goods - Local) (in LE millions) 

 2001/ 2002/ 2003/ 2004/ 2005/ 2006/ 2007/ 2008/ 2009/ 2010/ 2011/ 2012/ 2013/ 
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2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

 Actual Actual Actual 
Actual Actual Actual Actual Actual Actual Actual Actual Amen

ded 
Propo

sed 

Sugar 93 88.1 111.4 113.6 142.9 118.5 129.3 125.6 193.9 112.9 63 123 71 

Beer 130.7 127.6 165.5 170.1 142.6 153 188.1 226.8 241.2 221 239 263 1528 

Tobac
co and 
Cigare

ttes 

2905 3543 3241.4 3985.4 4175 3823.5 4930.7 6688.6 6997.4 14105.
2 

15949.
8 18886 32087 

Petrol
eum 

Produ
cts 

456 852.3 754.8 817.6 1640.8 1959.4 1487.2 6990.6 7563.3 8093.2 9120.1 7270 8911 

Alcoh
ol 45.7 81.5 83.2 90.4 91.6 73 109.8 105 194 96.7 183 237 485 

Medici
nes 118.6 130.2 150.6 167.5 197.4 254.1 286.1 286.5 295.1 471.8 402.4 509 454 

Veget
arian 
Cooki

ng 
Oils 

8.1 5.5 5.1 9.6 6.8 12.3 17.2 12.9 17 18.4 23.8 20 27 

Soda 
Water 448 526.7 555.7 509.9 8.1 0.4 0.9 0.4 0.2     

Total 
Table 

1 
Goods 
- Local 

4266.6 5428 5139.6 5922.3 6431.1 6413.8 7163.5 14451.
1 15562 23121 25985 27311 43567 

 
Here, the Income and Expenditures Survey indicates that expenditures on cigarettes and 
alcohol is 3.1% of the expenditures of the 20% least spending, compared to 2.1% of the 20% 
most who spend the most. In other words, the majority of this tax came from lower segments 
and not the upper segment. 
 
As for proceeds from sales taxes on medicines, they rose from LE197.4 in 2005/2006 to 
LE402.4 in 2011/2012. Here the Income and Expenditures Survey indicates that spending 
on health care services rose from 4.2% of the total expenses of the 20% least spending 
segment in 2008/2009 to 6.5% in 2010/2011. Similarly, expenses on this item by the 20% 
most spending rose from 8.3% to 11.8% in the same period (Table 25). However, it should 
be noted that the greater proportion of spending of the highest segment tends towards 
spending on hospitalization, which takes up 19.1% of total expenditures by this segment on 
health care. This percentage drops to 10% for the lowest spending segment. In the opposite 
direction, spending on medications rose from 54.9% of expenses of the 20% least spending 
segment on health care in 2008/2009 to 58.9% in 2010/2011. This is compared to an 
increase from 54.3% to 57.7% in the same period for the 20% highest spending segment. 
This indicates that the burden of spending on medicines falls on the lowest segment, which 
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leads to the conclusion that the major burden of the tax increase on these goods fell on the 
lowest segments in society. 
 
On the other side, following the evolution of the proceeds from taxes on sales of services, 
shows a change in the relative weight of each of the services in the proceeds of this kind. 
The proportion of taxes from hotel and touristic restaurant services dropped from 25.4% from 
the total of this tax in 2005/2006 to 19% in 2011/2012, compared to an increase in the share 
of proceeds from local and international telecom services, which rose from 37% to almost 
43% in the same period. 
 
This is due to two reasons. The first being the increase in the number of touristic restaurants 
that avoid taxes through their registration in the local ministry and not the ministry of tourism, 
therefore avoiding a sales tax. The second is the increase in the tax on telecom services. It 
should be noted that spending on telecom services represents a significant proportion of 
spending by the lowest segment, especially with the spread of mobile phones. Meanwhile, 
the Income and Expenditures Survey indicates that spending on mobile communications 
takes up 75% of spending on communications for the lowest 20%, compared to 58% for the 
highest spending segment. The opposite is true in terms of spending on information services 
and the Internet, which takes a significant share of spending by the highest segments 
compared to the lowest segment. Therefore, addition taxes on mobile phones will be carried 
primarily by the lowest quintile, at a higher rate than the highest quintile. 
 
Current Problems Facing the Sales Tax: 
 

1. According to the sales tax law, all local and industrial goods were taxes, except those 
exempted by a special provision. Therefore, capital equipment and machinery, 
needed by factories and installations to be able to produce, were also taxes. Since 
this tax cannot be deducted from the tax levied on the sales made by the taxpayer, 
due to the inability to verify it sale, this raised the cost of production, thus the prices 
of goods, and impeded development projects. The Sales Tax Authority attempted to 
fix the situation by issuing a decree to treat these goods in the following manner: 

a. 0.5% at customs clearance. 
b. 3 years grace period. 
c. The remainder is paid in installments over 7 years. 

 
Therefore, the real burden of this tax is around 4.2% and not 10%. Despite this, the 
tax needs to be re-evaluated, especially since the legislature exempted production 
facilities in free zones and cities from taxes levied on goods required for the 
production process. 
 
Added to the above, this tax is vague and complicated by some of the text of the law, 
which leads to a misunderstanding by many of the obligated of its nature and 
provisions. The misunderstanding also extends to some experts in taxation and leads 
to an unclear vision for the application of taxes on some goods and services. 
 

2. This is in addition to the discrepancy of the registration level (exemption limit) 
between the obligated in the first phase of the tax, LE54,000 and the second and 
third stages (at LE150,000), which complicated the system and adds to 
administrative burdens. 
 

3. This is not to mention the lack of justice in such tax. Comparing between those 
registered in the authority and those unregistered, the system seems to allow the 
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second group a relative privilege in sales, allowing it leverage in competition on the 
same product, which entirely violates the principle of competitive markets. 

 
Table 25: Percentage of Yearly Family Expenditures on the Major Spending Groups 

 
Less than 

20% 

From 20% to 
Less than 

40% 

From 40% to 
less than 

60% 

From 60% to 
less than 

80% 

From 80% to 
100% 

Total 
Country 

Food and 
Beverage 

45.1 41.7 39.4 37.8 28.1 35.4 

Alcohol and 
Tobacco 

3.8 3.8 3.7 3.2 2.1 3.0 

Clothes and 
Textiles 

6.9 6.6 6.3 6.3 5.3 6.0 

Housing and 
Related 

19.9 20.0 19.4 19.3 19.1 19.4 

Furniture 
and home 
supplies 

3.6 3.6 3.7 3.9 4.5 4.1 

Health and 
care 

services 
6.5 7.1 8.5 9.1 11.8 9.6 

Moving and 
Transportati

on 
3.2 3.9 4.4 4.6 9.3 6.2 

Communicati
ons 

2.0 2.3 2.7 3.0 3.1 2.8 

Culture and 
Entertainme

nt 
1.0 1.2 1.4 1.6 3.4 2.3 

Education 1.) 2.5 3.1 3.6 3.6 3.2 

Hotels and 
Restaurants 

4.2 3.9 3.7 3.5 2.9 3.4 

Various 
Goods and 
Services 

3.4 3.2 3.2 3.2 3.2 3.2 

3) Customs Tax: 
 
Customs policy is known to be one of the tools of financial policies aiming to achieve 
economic and social goals in a country, through the optimal use of customs duty categories 
to fit the economic conditions and social development and be commensurate with living 
conditions in the country, in addition to the improvement of the investment environment and 
clearing the investment atmosphere to become more attractive, thus invigorating the national 
economic cycle, increasing job opportunities, and absorbing a big segment of the 
unemployed. 
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On the other hand, customs policy is vital for the protection of Egyptian consumers and 
ensuring their access to quality goods at reasonable prices, side by side with the 
encouragement of local Egyptian production to be able to produce internationally competitive 
goods. All these matters are ultimately to the benefit of Egyptian citizens and help to calm 
down the prices, increase exports, and open up new spheres of investment. This is in 
addition to the help it provides local production, by reducing the burden on citizens. 
Therefore, deciding the soundness of customs policy depends on its ability to achieve the 
stated developmental goals of society at a particular moment. 
 
From this perspective, the structure of customs duties and the categories of customs tax can 
be judged. Here, it seems that successive governments introduced several major 
amendments to the structure of customs duties, especially in 2004, 2007, 2009, and 2013. 
These amendments aimed to: 
 

a. Reduce the maximum limit of the customs tax to create the required balance 
between activating international movement in trade, on one hand, and ensuring the 
required amount of fair competitive protection for local industry, on the other. This 
aims to invigorate the production process, on one hand, and open up new fields for 
the export of Egyptian products, on the other. These reductions entailed the 
decrease of the upper limit of the duty from 160% to 40%, with the exception of some 
commodities that contradict religious values or health and economic principles, such 
as alcohol, tobacco, and cars of more than 1,500 cm3. 

b. Reduce the expected overall average of customs tariffs to become 5.13%. 
(As will be shown in Table 26) 

c. Reduce the number of tariff categories from 27 customs categories to only 6, in the 
aim of simplifying the customs tax structure, achieving more transparency, reducing 
conflicts arising from the presence of a multitude of categories, and to avoid cases of 
personal discretion in identifying the due tariff by some customs officers. 

 
Table 26: Customs Tariff 

Customs Tariff 2004  Customs Tariff 2007  

Customs Type Percentage Customs Type Percentage 

exempted 5% exempted 9 % 

2 % 22% 2% 24% 

5 % 24.6 % 5% 28.4 % 

12 % 21% 10 % 19 % 

22 % 9.6 20 % 5 % 

32 % 11 30 % 14 % 

40 % 6.2 40 % 0.2 % 

more than 40% 0.4 more than 40% 0.4 % 

 
Similarly, the executive regulations of the customs law compiled around 5,000 decisions and 
executive instructions in one document to remove all aspects of discrepancy and vagueness 
and deal with several common problems. 
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In the opposite direction, the customs tariff announced on 21/3/2013 raised the rates 
significantly. The rate of some types of fish increased from 5% to 20%, on some other goods, 
it rose between 30% and 40%. On some food items, such as figs, dates, pistachios, and 
pineapple, the rate increased from 5% to 10% for some goods and 10% to 20% for others. 
 
There was also an attempt to treat some of the distortions in the current structure by 
reducing taxes or exempting some productions requirements, until the discrepancy between 
the tariff on final products and that on raw materials is removed. 
 
Here, it should be noted that taxes on international trade rose from LE7,428.7 million in 
200/2001 to LE9,653.6 million in 2005/2006 to LE14,787.9 million in 2011/2012. 
 
Looking into the justice of the customs tariff based on the study of the structure of customs 
proceeds on various products, in addition to an attempt to look at consumption patterns 
according to the various segments, the statistics show that most of the proceeds are 
basically from customs on passenger vehicles, which reaches 43% of the total value of 
proceeds from this commodity. This is followed by durable goods, whore ratio is 16.3% and 
semi-durable goods at 10.6% of their value. (Table 27). 
 
It should be noted that customs proceeds declined in comparison with overall proceeds from 
6.7% in 2005/2006 to 4.1% in 2011/2012. This was for several reasons, including: 
 
1) Continuous reduction of customs tariffs: 
 
Here, the data indicates that the proportion of revenue from customs to total proceeds from 
merchandise dropped from 17.6% in 2003/2004 to 9.9% in 2004/2005, then to 6.5% in 
2005/2006 due to the tariffs announced in 2004. 
 
Similarly, the proportion of customs revenues dropped in relation to total merchandise 
proceeds from 6.1% in 2007/2008 to 5.7% in 2008/2009, due to the tariff announced in 2007. 
It also dropped from 6.1% in 2009/2010 to 4.2% in 2011/2012 due to the 2009 tariffs. (Table 
28). 
 
Table 27: Taxes on International Trade 

 

Item 2001/ 
2002 

2002/ 
2003 

2003/ 
2004 

2004/ 
2005 

2005/ 
2006 

2006/ 
2007 

2007/ 
2008 

2008/ 
2009 

2009/ 
2010 

2010/ 
2011 

2011/ 
2012 

2012/ 
2013 

2013/ 
2014 

 Actual   
        Amen

ded 
Propo

sed 

Taxes 
on 

Import 
7213.3 8160.6 9141.1 7663.7 9553.6 

10232.
5 

13361.
2 

13495.
6 

13732.
9 

13454.
7 

14395.
5 20300 21104 

Of 
which 
Custo

ms 
Duties 

on 
Value 

6888.3 7846 8796 7284.9 9177.8 9813.8 12956.
2 13064 13242.

3 
12996.

7 
13955.

2 19710 20535 
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...on 
Tobac
co and 
Cigare

ttes 

325 314.6 345.1 378.8 375.8 418.7 405 431.6 490.6 458 440.3 590 569 

...on 
Other 
Intern
ational 
Trade 

82.6 71.8 92.7 80.7 99.9 137.1 659 595.1 969.5 403.2 392.4 459 332 

Total 
Taxes 

on 
Intern
ational 
Trade 

7295.9 8232.4 9233.8 7744.4 9653.5 10369.
6 

14020.
3 

14090.
7 

14702.
4 

13857.
9 

14787.
9 

20758.
8 21546 

Value 
of 

Import
ed 

Merch
andise 

63274 66382 69137 85488 14315
0 

18740
2 

22910
7 

24770
4 

23893
0 

32702
6 

36288
9   

 
Table 28 

Custo
ms 

Reven
ue 

as % 
of 

Import
s 

2002/
2001 

2003/
2002 

2004/
2003 

2005/
2004 

2006/
2005 

2007/
2006 

2008/
2007 

2009/
2008 

2010/
2009 

2011/
2010 

2012/
2011 

Raw 
Indust
rial 
Foods
tuffs 

2.66 2.52 2.28 1.95 1.76 1.16 0.03 0.03 0.03 0.08 0.08 

Raw 
Foods
tuffs 
for 

Consu
mptio

n 

7.50 7.47 6.20 2.83 2.56 1.85 1.08 2.20 1.66 0.47 1.13 

Manuf
acture

d 
Foods
tuffs 
for 

Indust
ry 

6.69 4.72 4.26 2.99 2.79 2.11 1.61 1.35 0.63 0.33 0.09 

Manuf 10.80 11.45 11.53 7.43 6.63 3.37 3.21 4.07 4.50 7.12 2.19 
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acture
d 

Foods
tuffs 
for 

Consu
mptio

n 

Raw 
Indust

rial 
Suppli

es 

10.51 8.29 8.71 5.72 3.15 2.63 1.27 1.03 1.20 0.60 0.46 

Manuf
acture

d 
Indust

rial 
Suppli

es 

15.01 15.80 13.77 5.51 4.71 8.34 3.28 3.80 3.01 2.17 1.95 

Raw 
Fuel 
and 

Oiled 

4.66 2.84 1.32 5.63 3.47 0.83 1.19 0.03 1.77 4.20 0.00 

Manuf
acture
d and 
Other 
Fuel 

8.39 8.66 8.73 5.27 5.00 5.05 5.08 0.99 12.73 5.52 6.63 

Indust
rial 

Good
s 

Excep
t 

Trans
portati

on 
Equip
ment 

12.31 11.78 11.37 4.94 4.27 4.61 3.69 2.54 3.36 2.12 2.84 

Spare 
Parts 
and 

Parts 
of 

Indust
rial 

Good
s 

15.99 16.73 15.83 5.98 4.19 4.24 3.97 3.82 4.11 2.97 3.16 

Passe
nger 

Vehicl
es 

71.32 65.42 70.34 49.59 42.75 40.19 42.40 38.67 42.24 31.53 42.74 

Other 22.02 20.14 21.59 13.00 15.29 17.00 17.62 17.10 13.68 9.34 11.27 
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Vehicl
es 

Spare 
Parts 
and 

Parts 
of 

Trans
portati

on 
Vehicl

es 

28.81 28.02 27.92 11.79 8.40 7.40 6.76 8.31 6.63 4.65 5.43 

Durab
le 

Consu
mer 

Good
s 

26.09 27.04 21.77 16.92 16.12 15.09 13.82 4.24 8.22 16.08 16.30 

Semi-
durabl

e 
Consu

mer 
Good

s 

16.63 23.51 23.48 17.20 14.51 14.31 15.96 19.16 16.60 15.69 10.62 

Nond
urable 
Consu

mer 
Good

s 

9.52 9.89 11.40 7.30 7.72 8.95 6.25 5.84 5.59 4.64 2.13 

Other 
Good

s 
           

Total 14.77 15.92 17.63 9.85 6.46 5.52 6.12 5.69 6.13 4.24 4.07 

 
2) Customs exemption policies, whether applied by Law No.186 of 1986 or special 
exemptions included in trade agreements signed by the Egyptian government, whether 
collective or bilateral, such as COMESA and the Arab agreement. Successive governments 
extended this policy, which had a negative impact on the proceeds, not to mention the 
damage caused to some local manufacturing, due to imbalances in the market and the loss 
of conditions of free competition (See Table 29). 
 
On the other hand, Law 186 of 1986 extended the exemption policy, whether in relation to 
entities awarded customs exemptions or the authority of some entities to allow exemption for 
some goods. Multiple sides receive this exemption for no reason, with the exception of the 
Ministry of Defense and Military Production for arming purposes or the National Security 
Commission. But why would items be imported by the Presidency for official use and set by 
the secretary of the presidency, according to Article 1 of the Law? More important, 
paragraph 5 of Article 3 opened the doors wide to such exemptions by stipulating the 
exemption of items through the decision of the president on the proposal of the finance 
minister. 
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This is not to mention some other activities, such the purchase of machines, equipment, and 
transportation vehicles for construction and development project, in addition to passenger 
vehicles and touristic busses. This creates a wide field for evasion; the best proof is the 
luxury cars roaming the country under tourist licenses and used for other purposes. 
 
Table 29: Evolution of Customs Exemptions (in LE millions) 

Year Value of Exempted Imports Due Fees 

1994/1995 5666 2808 

1995/1996 7474 3241 

1996/1997 6101 2945 

1997/1998 9104 3460 

1998/1999 11621 3876 

1999/2000 9123 3221 

2000/2001 8066 2765 

2001/2002 6496 2384 

2002/2003 8694 3592 

 
It should also be noted that the majority of these exemptions are due to trade agreements. 
As for exemptions by sector, most of them seem to go to the petroleum sector, then the 
construction sector and land reclamation, in addition to free markets and tourism. 
 
3) Added to the above is the increase in the smuggling of goods into Egypt in various 
manners and means through the exploitation of the system, such as the temporary release, 
free zones especially private free zones, and others. 
 
This is in light of the failure of the authority to initiate legal procedures to recover due 
customs taxes and fees on some of cars, which were released temporarily for the purpose of 
re-export, guaranteed by some embassies, ministries, authorities, or expired international 
licenses from car clubs, all of which have been not re-exported according to the law. 
 
Moreover, exempted or low-tax vehicles are being used for purposes other than those 
assigned and operated fraudulently before the end of the restriction on customs clearance. 
 
Then there are the delays in implementing public auction procedures for confiscated and 
abandoned goods, which leads to the overflow of warehouses with several types of 
merchandise and the possibility of damage and becoming old, thus reducing its sales value. 
In several documented instances, sequestered vehicles were sold at prices that are less 
than the due taxes and customs, with the failure of the authority of reimbursing the difference 
from the guarantor clubs. 
 
Added to that is the current legal situation, which has been surpassed by developments and 
recent events to a large degree. The customs policy is regulated by three basic laws. They 
are Customs Law No.66 of 1963 and its various amendments until Law 95 of 2005, in 
addition to the Law of Customs Exemptions Regulation, and the customs tariff laws, and 
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some interventions by several other laws and many trade agreement. There is a forest of 
laws and regulations in the process, which create many obstacles for any attempts to 
organize it. 
 
Therefore, a new law was urgently needed, stemming from the simple desire of following 
developments and changes occurring in the international and regional trade environment, 
especially with the establishment of the World Trade Organization since 1995, which 
became the third pillar of international economy, along with the IMF and the World Bank. 
The WTO was the official launching pad of the Uruguay round and it maintains a pluralistic 
system of trade dispute settlement, in a more comprehensive manner than its predecessor, 
the General Agreement on Trade and Tariffs (GATT). With the creation of this organization, 
the world entered in a new phase where the trade map of the entire world was redrawn. This 
phase became very different than the one in the context of the Bretton Woods Regime, with 
the emergence of a new trade regime that differs in content, mechanisms, and institutions 
from the old regime. 
 
These changes led to radical transformations in the global system as a whole and resulted in 
important shifts in the global strategic balance, creating new economic challenges. In this 
context, the concept of globalization appeared, indicating that the space of production and 
marketing were extended into the world market and created more conviction of the harmony 
of consumer needs under the influence of new technologies, the media, and the 
standardization of production. Accordingly, globalization does not merely open up national 
economies, it tends to integrate them into a common market, which is the global market. It is 
not limited to commercial transaction, but extends primarily to financial transactions and 
production mechanisms. This is in addition to trade transactions where consumer tastes and 
habits are hardly similar, where companies in some markets worked to change the tastes of 
consumers, despite the diversity of customs and their relation with national culture. This led 
to the production process becoming trans-national, either through the geographic 
decentralization of production to benefit from privileges accorded in some countries such as 
tax exemptions or cheap labor costs, or through the granting of production patents to break 
into closed national markets. 
 
Other changes included transformations in the relative importance of the factors of 
production, meaning a move away from products and operations with a high concentration of 
unskilled labor or raw materials and energy and into products and operation, which are 
knowledge intensive. Therefore, competition shifted from the field of creating new products, 
as in the last two centuries, into the ability to enter into new technological operations. Which 
means that what used to be considered crucial, such as the invention of new products, is not 
secondary, due to the revolution in manufacturing engineering. And what used to be 
secondary, such as the creation of new technologies and reaching perfection, has become 
primary in the new system. The situation changed drastically as new players and new 
technologies appeared, in addition to rules that attempt to create a different economic form. 
 
It should be noted here that the international trade system was starting to collapse. It began 
with the elimination of the traditional distinction between internal and external trade policies 
of a particular country. Government had to discuss their internal policies with the their trade 
partners and the line between border procedures, such as customs and such, and internal 
measures, such as subsidies, became blurred. 
 
In addition, there is the widening trend towards trade blocs, whose most important is the EU 
and the NAFTA agreement between the US, Canada, and Mexico. Other important blocs 
include the Organization for Economic Cooperation in Southeast Asia (ASEAN) and the free 
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market zone of the Andean Community of Nations in South America. This led to increased 
fear that this trend will limit the freedom of trade and encourage protectionism. 
 
Due to all of the above, it is imperative to begin thinking of a new and comprehensive 
customs act, which aims to integrate all the laws regulating customs policy in one law that 
organizes the operation in its entirety, increases the possibility of transparency, and 
facilitates commercial operations, in order to guarantee that consumers can access quality 
goods at reasonable prices, which is the ultimate goal of any economic policy aiming to 
serve society. 
 
4) Property Taxes: 
 
Property taxes are some of the oldest revenue resources in Egypt, dating back to May 1883. 
Currently enforced property tax laws are: agricultural land tax law, developed property tax 
law, and the tax on entertainment facilities. The authority also collects for other entities, such 
as irrigation, insurance, and agricultural professions. 
 
However, proceeds from this tax are nowhere near the property wealth in society, where 
statistics indicate that Egypt had 11.5 million residential buildings in 2006, with 27.8 million 
residential units, including 17.4 million apartments, 4.4 million single-unit structures, and 1.2 
floors or partial floors (See Table 30). The following should be noted: 
 

● 92% of property ownership in urban areas and 87% in rural areas are unregistered 
and unofficial. 

● 20.8% of residential units are empty and unexploited, with the knowledge of tenants 
or owners. 

● 7.7% are closed units. 
 
Table 30: Number of Units according to Use and Type 

According to 
Type 

  According to Use   

Type # in millions % Use # in millions % 

Whole Building 4.4 15.8 Residence 16.5 59.5 

One or two 
Floors 

1.2 4.2 Work 2.9 10.6 

Apartment 17.4 62.6 Residence and 
Work 

0.073 0.3 

Independent 
Room 

0.8 2.9 Public Housing 0.021 0.1 

Shop 3.6 13 Closed 2.1 7.7 

Garage 0.082 0.3 Empty 5.8 20.8 

Other 0.3 1.1 Other 0.316  

Source: CAPMAS, Population Census Results 2006 
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Here, the Income and Expenditures Survey indicates that 72% of families live in apartments, 
17.8% in rural houses, 5.4% in one or more rooms, 1.6% in independent rooms, and 0.1% in 
primitive dwellings (shack or tent). (See Table 31). 
 
Table 31: Percentage Distribution of Households According to Type of Tenure and 
Residence 

 Urban Rural Total 

Owned Residence 39.2 76.9 60 

Rent - Old Law 26 2.0 12.8 

Rent - New Law 9.0 2.5 5.4 

Ownership Lease 13.2 0.5 6.2 

Grant 11.5 17.9 15 

Other 1.1 0.2 0.6 

Total 100 100 100 

 
The reasons for the miniscule proceeds are due to several factors. They are: 
 
Legislative interference through the issuing of Law 103 of 2012, which ruled to continue 
working with the last general estimate of rent value for developed property used for the 
calculation of tax (1991/2000) until the end of June 2013. In addition to the continuing 
enforcement of Law 154 of 2002, which stipulates continuing to use the latest general 
estimate for the rent value for developed property used for tax calculation until the end of 
December 2010. This is in addition to the continuity of Law 23 of 1998, which extended the 
use of this estimate until the end of 2004, which also coincided with the issuing of Law 4 of 
1996 on the freeing of the rent relationship between property owners and tenant. According 
to Law 56 of 1954 of property taxes, the rate should have been amended beginning January 
2000. 
 
In practice, however, the property tax, which was tied in 1990, is still the same, based on the 
price of the rent value of 1990, despite the rise in the rent value between owner and tenant. 
It is worth mentioning that the law regulating the relationship between owner and tenant in 
buildings, No.136 of 1981, had exempted buildings constructed after 1980 from the property 
tax, except luxury, commercial, and office buildings, while it was imposed on property 
developed before that date. 
 
In general, according to Article 12 of Law 56 of 1954 and its amendments, the tax rate was 
set in the following manner: 
 

● 8% if the rent of one room is LE3. 
● 12% if the rent of one room ranges between LE3 and LE5. 
● 16% if between LE5 and LE8. 
● 24% if between LE8 and LE10. 
● 32% if more than LE10. 

 
Several amendments were added to the law, such as Law 129 of 1961, which set the tax on 
the first segment (LE3) at 10%, reaching 40% in the segment where rent is more than LE10. 
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Then came Law 169 of 1961, which exempted housing where the average yearly rent does 
not exceed LE3 and law 37 of 1966, which lowered the rents registered in the estimate 
books for some properties by 20% beginning in 1966 and until the enforcement of the 
general estimate. 
 
There are some laws that intersect with the property tax law, such as Law 49 of 1977 
concerning the rental and sales of places and regulating the relationship between tenant and 
owner, in addition to law 136 of 1981, on the rental of some places, and other related laws. 
 
The property tax remained to be levied on property developed inside the city cordons 
indicated in the table annexed to the law. It also exempted some property from taxes in the 
following manner: 

● Housing constructed or occupied for the first time after 18/8/1969, where the average 
monthly rent for one room is less than LE5. 

● Housing constructed or occupied for the first time after 18/8/1969, where the average 
monthly rent for one room is less than LE8. 

● Non-luxury buildings rented for residential purposes, which were constructed or 
whose construction started in 9/9/1977. 

 
Thus, taxes varied from one property to another and even in the same property. They were 
not imposed except on property indicated in the law and nothing else, therefore exempting 
many newly constructed property, especially in new housing complexes and coastal areas, 
despite the high income of its tenants compared to other areas, something that completely 
violates the principle of tax justice. 
 
All those imbalances and other problems brought about a new law on property taxes to 
remedy the situation, based on the basic premise of subjecting all real estate around the 
country to the tax, including the new cities and northern coast, except those exempted by the 
law such as educational institutions, hospitals, charitable facilities, and so on. 
 
The rate was reduced into one bracket, 10%, after the elimination of the 30% on residential 
quarters and 35% on non-residential quarters, compared to the expenses paid by the 
obligated, in return to the expenses incurred by the obligated. It also decided to update the 
tax base (rent value) within a reasonable period and increase the penalty for evasion. Law 
103 of 2013 stipulated that the proceeds of property taxes and other amounts should go to 
the state treasury, where 25% of the total is earmarked to the governorates and 25% to the 
development of slums. 
 
Here, several issues were posed that require clarification, in the following manner: 
 
First: Private residence: Many demands appeared calling for the exemption of private 
homes from the tax, arguing the right of individuals to housing. While this right cannot be 
denied and seems to be compassionate on the surface, in essence, it will lead to great 
injustice. The first reason is that while many live in apartments with extremely limited value, 
others live in palaces. Can the two situations be treated equally under the pretext of right to 
private housing? Equality in this case is pure injustice. The second reason is that such a 
regulation will encourage tax evasion, where owners of multiple properties can easily 
register them in other names, such as the spouse or children, leading to more injustice. 
 
Based on the above, it seems that the new law did well in putting a limit to exemption at a 
rental value of LE24,000 per year and only one unit per owner. Therefore, property whose 
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market value is less than LE2 million will be included within this segment, which applies to 
the great majority of property. 
 
Second: Property taxes, as is well known, are the primary source of income for localities in 
most of the countries that impose it. It is based on a philosophy of use related to the benefit 
of the residents of these areas, whereby citizens can see the direct benefit and need. The 
new law attempted to copy this premise by allocating 25% of property tax proceeds to 
remain within the boundaries of each governorate, but at no less than what was allocated in 
2006/2007. It also allowed the increase of this share through a decision by the prime 
minister. 
 
This question is vital for the development of poor and deprived districts. By setting this 
percentage as a minimum, it will allow the transfer of funds from rich governorates, like 
Marsa Matrouh, which covers most of the north coast villages (Marina and others), to poorer 
districts. Therefore, demands that the governorate should receive the full amount of these 
proceeds will have a negative impact on development plans for poor governorates who do 
not have wealth-generating property, such as Upper Egypt. 
 
Third: Law 103 of 2013 also did well by deciding that the quintile revaluation should not 
raise the tax to more than 30% of the due tax in the previous quintile assessment for 
property exploited for residential purposes. It set the percentage at 45% for  non-residential 
property development, to reduce the burden on the taxpayers and ensure that the tax will not 
exceed the limit. According to Law 196 of 2008, it was possible for the tax to be higher than 
these proportions, owing to the fact that re-valuation was based on the rent value. 
 
Fourth: Law 103 of 2013 redefined those obliged with paying the tax to include the property 
right owner, benefactor, or exploiter, even without a deed. The definition in the previous law 
was limited to the owner and those with an inherent right to use or exploit, restricted to 
owners of deeds without any alternative. However, the great majority of real estate is not 
deeded. 
 
Despite the above, improving the law's application will require the analysis of the following 
key issues: 
 
First: This type of taxes is usually levied on the rent value of the property. Additionally, 
Egypt's real estate market suffers from many distortions due to the multiplicity of rent 
systems. There is an old system being used for property developed before 1996. Law 4 of 
1996 governs property built after that date and set the value of rent according to supply and 
demand. For the first category, the burden falls on the owner directly and with a very low 
rental value, which might not suit the location and kind of property. In the second category, 
the burden falls mainly on the tenant, due to the ability of the owner to shift the tax to new 
leaseholders who are mainly from middle class segments in society. 
 
Second: The law considered the tenant to be jointly obliged with paying the tax without 
identifying the required mechanisms. This created insurmountable problems in the current 
circumstances in society. 
 
Despite these reservations, the law is key to achieving social justice. 
 
5) Stamp Tax: 
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Egyptian society has been familiar with the stamp tax since the times of the Roman Empire. 
However, Law 44 of 1939 was the first to consolidate stamp regulations in Egypt, whereby a 
stamp fee was exacted on some transactions, amounts spent by the governments, and 
consumption of things like electricity. The law remained in force up to the issuing of Law 224 
of 1951. In 1980, Law 111 decided to include the stamp as a tax and not a fee, with its own 
regulations, collection procedures, and tax base determinants. 
 
Several laws followed to regulate those taxes, however, only amending it and did not remove 
it completely. For example, Law 224 of 1989 doubled the stamp tax beginning on 12/8/1989. 
Law 2 of 1993 raised the specific stamp tax by 50% starting 15/1/1993. Law 11 of 1995 
cancelled the stamp tax levied on the ownership and circulation of securities. 
 
In 2006, Law 143 produced fundamental changes in Law 111 of 1980. It repealed Article 28, 
based on Article 2 of the same law. This meant the removal of the stamp tax on many tax 
bases, such as educational diplomas and certificates issued by chambers of commerce and 
commercial and industrial establishments and facilities, in addition to records of companies, 
receipts, vouchers, commercial papers, and so on. 
 
Additionally, the law introduced new provisions to end existing court disputes, through 
Articles 3 and 4. 
 
Law 143 of 2006 also amended some of the key items: 
 

● It lowered the proportional stamp tax levied on premiums related to life insurance, 
illness and injury insurance, and related civil liability and on mandatory insurance 
installments from 3% to 1% for all types. 

● It lowered the tax rate on sea, land, river, and air transportation insurance premiums 
to 10%, with a minimum of LE1, instead of 15% at a minimum of 10 piasters. 

● It lowered the tax rate on all other insurance premiums and returns, including war 
insurance, to 10% at a minimum of LE1, instead of 20%. 

● It cancelled the special provision for a proportional stamp tax of 4% on declared 
capital set in contractual agreements for life or a for limited duration. 

● The amendment through Law 143 of 2006 unified the tax on credit facilities, loans, 
and advances by reducing the tax to become 2 per 1000. The bank is required to pay 
0.5 per 1000 on the balance at the end of each quarter, whereby the burden falls 
jointly on the bank and the client (Article 57). 
However, this was amended to a total of 1 per 1000 by Law 9 of 2013. 

● Article 60 of the above law reduced the tax on advertising from 36% to 15% and 
cancelled the specific tax on other types of advertising. 
The Article was amended by Law 9 of 2013, mentioned above, to become 20% of the 
advertising rate and cost. 

 
Final figures of the state general budget indicate that the stamp tax increased from 
LE2,500.7 million in 2001/2002 to LE2,980.5 million in 2005/2006, rising to LE5,465.2 million 
in 2011/2012. However, its proportion of the tax structure dropped from 4.6% to 3.1% to 
2.6% in the three aforementioned fiscal years respectively. Similarly its ratio to GDP dropped 
from 0.65% to 0.48% to 0.35 in the same manner. (Table 32). 
 
The overwhelming proportion of this stamp tax is collected from bank transactions and 
similar procedures, whose share of the total stamp tax proceeds rose from 7.3% in 
2005/2006 to 24.6% in 2011/2012. The second main source of this tax is from the stamp on 
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gas, electricity, and butane gas consumption, which made up 23.4% of the total in 
2011/2012. 
 
Table 32: Main Stamp Items 

 
2001/ 
2002 

2002/ 
2003 

2003/ 
2004 

2004/ 
2005 

2005/ 
2006 

2006/ 
2007 

2007/ 
2008 

2008/ 
2009 

2009/ 
2010 

2010/ 
2011 

2011/ 
2012 

2012/ 
2013 

2013/ 
2014 

 Actual   
        Amen

ded 
Propo

sed 

Stamp
s on 

Forms 
and 

Posta
ge 

185.30 191.70 151.20 160.40 158.20 137.30 63.80 81.10 74.40 101.50 103.50 110.0 140.0 

Stamp 
on 

Insura
nce 

234.60 199.80 262.30 481.30 474.80 273.90 282.70 293.00 337.60 353.90 383.20 558.0 517.0 

Stamp 
on 

Bettin
g and 
Lotteri

es 

45.20 9.00 15.60 19.90 250.60 4.50 5.90 49.90 66.60 206.60 229.20 368 310 

Stamp 
on 

Gas 
and 

Electri
city 

Contra
cts 

164.50 205.10 229.70 306.00 50.20 149.00 173.60 354.10 448.80 766.80 330.90 978.9 1170 

Stamp 
on 

Gas, 
Electri
city, 
and 

Butan
e 

Consu
mptio

n 

250.40 251.40 248.60 230.30 710.20 243.80 1066.5
0 768.50 1154.2

0 644.20 1277.3
0 1886.8 1878 

Stamp 
on 

Advert
ising 

31.8 32.1 29.5 27.7 29.4 122.9 387.9 510.3 446.7 484.2 393.8 727 532 

Stamp
s on 

Contra
cts 
and 

65.7 56.3 45.4 63.9 70.7 33.4 117.5 28 48.5 34.2 333.1 44 450 
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the 
Like 

Stamp
s on 
Bank 
Trans
action
s and 

the 
Like 

280.1 227.3 250.8 202.3 217.3 339.3 464.8 1119.2 1066.7 1309.7 1345.2 1804 1719 

Miscel
laneou

s 
Stamp

s 

689.2 725.1 847.1 736.2 500.7 1634.8 1533.3 1779.1 1296.3 1072.5 1036.8 1981 1859 

Total 
Stamp 

Tax 
2500.7 2270.4 2375.7 2631.8 2980.5 3244.6 4302.9 5165.2 5061.5 5064.8 5465.2 8568 8608 

 
It should be noted that Law 104 of 2012 tried to amend some of the fees on licenses and 
permits. However, amendments introduced in the Shura Council removed the article. It was 
amended in a completely unfair manner, removing Article 89 that stipulated a minute raise 
on some activities and areas, as illustrated in Table 33. 
 
Table 33: Comparison Between Law 111 of 1980 and Law 104 of 2012 

Article 89 Law 111 of 1980 Law 104 of 2012 

Permits (by kind) 150 milliemes per permit 90 piasters per permit 

Licenses (by kind) 500 milliemes per license 3 Pounds per license 

Except 

Mining and Quarrying Licenses 
 

10 Pounds per year 
 

1000 pounds per year 

Entertainment spots and clubs, 

including cinemas and theaters 

5 pounds per year 1000 pounds per year 

Brick Factory License 5 pounds per year 1000 pounds per year 

Construction License 5 pounds 30 pounds 

Cargo Vehicle License, Up to 5 tons 2 pounds per year 12 pounds per year 

Cargo Vehicle License, From 5 tons up 

to 15 tons 
2.5 pounds per year 15 pounds per year 

Cargo Vehicle License, Over 15 tons 3 pounds per year 18 pounds per year 

General store license 2 pounds per year 12 pounds per year 

Butcher Shop or Industrial Workshop 3 pounds per year 100 pounds per year 
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Passenger vehicle license, up to 4 

cylinders 
2 pounds per year 6 pounds per year 

Passenger vehicle license, more than 4 

cylinders 

2 pounds per year 12 pounds per year 

Import or transportation of arms and 

ammunition license 
1 pound 6 pounds 

 
Yet it is not clear why the Shura Council rejected this article of the law in its latest 
amendments, since the increases are nothing compared to the profits of mining, quarrying, 
entertainment clubs, and brick factories. It is also a miniscule amount compared to the rise in 
the cost of these commodities. 
 
6) Resource Development Fee: 
 
There is a notable difference between taxes and fees. Taxes should be paid even if the 
benefit was not had, while fees are paid for a direct benefit from a commodity of service. 
 
Law 147 of 1984 stipulated a fee for the development of the state's financial resources 
imposed on passports, foreigners' residency and related, applications for Egyptian 
nationality, in addition to exit fees, firearm, employment, and car licenses and permits. 
 
Law No.5 of 1986 appended other items such as purchases from duty free markets, sales by 
auction, tickets for travel abroad, celebrations, and entertainment services held in hotels and 
tourist facilities. 
 
This was followed by several amendments, mainly Law 114 of 2008 that added several fees, 
such as on motor vehicle licenses, exploitation of quarries, and others. 
 
Development fees are also included in some types of taxes, such as the development fee on 
vehicles, new locally produced cars, and imported cars, all in the property tax. The 
development fee on tickets for international travel issued in Egypt in the local currency 
appears in taxes on personal services. 
 
The remaining types of fees appear in the budget within the resource development fees, 
whose proceeds rose from LE1,018 in 2005/2006 to LE1,316 in 2011/2012. 
 
The majority are collected through fees upon exiting the country, around LE571.5 million in 
2011/2012, and on quarrying, LE489.9 million, followed by the development fee on 
passports, LE116.6 million. 
 
Yet, most of these proceeds do not correspond with the revenue of such endeavors. The 
main example is quarrying fees applied by Law 114 of 2008, which added two new items 
(Nos. 18 and 19) related to the operation of transportation vehicles and quarrying fees. The 
amount of LE27 was imposed on each ton of shale used in cement factories at an average 
of 1/3 tons per ton of cement. However, this item is always on the decline, as will be shown 
in Table 34 below. 
 
Table 34: Evolution of the Development Fee on Quarrying (in LE millions) 
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2008/2009 2009/2010 2010/2011 2011/2012 

871.8 622.2 540.0 489.9 

 
This is despite the constant rise in production and the price of cement in the local markets, 
which points to a major imbalance in this system. This goes back to the current law on 
mineral wealth, which is totally incompatible with developments in the use of this natural 
resource in the country's economy. 
 
Various governments attempted to introduce new amendments to this law, since 2001. 
However, more than often, they failed in the backrooms of the legislature. 
 
The amendments of Law 114 of 2008, on the other hand, led to a positive impact on the fees, 
as illustrated in Table 35. 
 
Table 35: Evolution of Proceeds of Development Fees on Cars (in LE millions) 

2007/2008 2008/2009 2009/2010 2010/2011 2011/2012 

114.5 751.2 882.1 977.1 1115.7 

 
7) Tax Arrears 
 
In the introduction, this study indicated that certainty is one of the important criteria of tax 
justice, which impacts whether people will pay their due taxes, even in the current situation. 
This requires the study of tax arrears and its distribution by sector and type. 
 
It should be noted that tax arrears, according to the definition of the tax authorities is the 
balance of taxes due to the authority from those obliged to pay it and which has not been 
collected at a particular date. Therefore, it is binding by the tax statement, in case the 
taxpayer obliges, and by preparation of statements or non-appeal, or due to court decisions. 
 
Here, the final accounts indicate an increase in the amount of arrears to the government that 
had not been collected, rising from LE41 billion at the end of June 2002 to 96 billion at the 
end of June 2007, then to 154.9 billion at the end of June 2012. The public sector, public 
investment sector, and public entities owe LE 24 billion, compared to LE39.6 billion by the 
private sector, for a total of 62.6% of the overall sum (which includes LE21.5 billion in 
commercial and industrial profit taxes, LE10.4 billion on corporations, and LE12 billion from 
income taxes). (Table 36) 
 
Table 36: Balance of Arrears for Major Revenue Sources for the Administration (in LE 
millions) 

End of June Taxes Customs Sales Finance 
Ministry 

Judiciary 
and Courts 

Real 
Estate Total 

2001 20861 2538 1180 8507 1872 414 49539 

2002 24664 2761 1371 9524 2161 721 41952 
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2003 28158 2953 1003 9871 2721 589 41952 

2004 38471 3815 1277 12832 3301 601 61628 

2005 44403 3583 1233 15486 4482 603 75267 

2006 59128 4694 1023 18254 4869 506 90273 

2007 59559 5200 1613 19533 6266 579 95535 

2008 52900 5200 2300  6300 600  

2009 46400 5400 1600  7800 600  

2010 57093 5660 1874 30995 7960 629 106707 

2011 63499 6716 2003 45851 8550 638 129822 

2012 63368 6770 2677 64714 13650 669 154597 

 
As for tax arrears based on the type of tax, Table 37 indicates that most come from 
commercial and industrial activity proceeds, which was LE21.5 billion in 2012, followed by 
corporate profit at LE17.5 billion. 
 
Table 37: Tax Arrears according to Type of Tax 

Balance at End of June  2011 2012 

Floating Capital 397.2 488.9 

Corporate Profits 19468 17542.1 

Commercial and Industrial Activity Revenue 20384.4 21458.6 

Non-Commercial Professions Revenue 670.9 764.0 

General Tax on Income 13.9 12.1 

Wages, Salaries, and related 1142.0 1608.2 

Stamps 4585.8 4852.8 

Demurrage 16206.7 16018.4 

Other 629.3 621.8 

Total 63498.2 63366.9 

Source: Ministry of Finance, Closing Balance of the State Administration for Fiscal Year 2011/2012. 
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It should be noted that unpaid taxes in the public business sector are due in principle to 
disagreements between the tax authority and holding companies who believe that taxes 
cannot be calculated on the products of privatization or the sales of companies, since the 
balance would have partially gone to the state treasury and the other party used to 
restructure and reform other companies or fund early pensions for its workers, which are all 
economic considerations that aims to achieve the country's developmental objectives. This 
is not to mention the difficulty in collecting such funds. 
 
At the opposite side, the authority believes that profit from the sales of any capital asset 
should fall under the tax on corporate profits. Therefore, these taxes should be paid before 
anything else. 
 
This situation also applies on press organizations, whose late taxes are around LE10 billion. 
 
All these issues need the intervention of the legislature to remedy the situation and clarify 
the real situation of state finances. It seems, however, that based on that division, the 
proportion of taxes that cannot be collected has been on the rise year after year, reaching 
LE26,995 million by end of June 2012 or 42.6%. 
 
There is also a continuous increase in collected arrears in the past few years, notably for 
corporations, commercial and industrial profit, and free professions, raising from LE6,333 
million in 2007/2008 to LE10,232 in 2011/2012. (Table 38). 
 
Table 38: Proceeds According to Closing Balance (Corporations, Commercial and 
Industrial Profits, and Non-Commercial Professions), by Source. 

In LE millions 2005/2006 2006/2007 2007/2008 2008/2009 2009/2010 2010/2011 2011/2012 

Proceeds from Tax Statements 4449 9914 11470 13100 13350 14513 15364 

Proceeds from discounts and collections under the tax 
accounts 

2448 3383 3880 3631 3873 4000 4001 

Proceeds from demurrage and audit differences 3155 5736 6333 10856 7045 12352 10232 
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Third: Towards a More Just and Efficient Tax System: 
 
The magnitude of the structural imbalance of the Egyptian tax system was illustrated above. 
This points to several issues: 
 

1. There is a weakness of the tax base, where the figures indicate that public revenues 
to GDP were constantly on the decline, from 24.5% to 19.6%, in the period of this 
study. This led to the decline in the proportion of coverage by public revenue of 
public expenditures, from 72.8% in 2005/2006 to 64.4% in 2011/2012. 

2. There is an increase in the role played by the sales tax in the tax structure, whose 
share rose from 28.1% in 2005/2006 to 34.9% in 2011/2012. This is mainly due to 
the expansion of this tax in the period under study, which will be detailed later. 

3. There is a constant decline in customs tax proceeds despite the steady increase in 
the value of Egyptian imports in the period. 

4. There is a major increase in property taxes, whose share of the tax structure rose 
from 1.2% to 6.3% between 2005/2006 and 2011/2012. This is due to imposing a tax 
on returns from Egyptian treasury bonds and bills, based on Law 114 of 2008, which 
imposed a 20% tax on treasury bills and bonds, without deducting any costs. This 
was in parallel with the increased issuing of these bills by the state to cover the 
continuing deficit in the state public budget and rising interests on such bills. 

5. The position of other taxes became secondary, mainly the tax on floating amounts 
calculated from returns on bonds held by the central bank and commercial banks, 
such as central bank bills, or those from the General Authority for Supply 
Commodities or commercial banks. 

6. The role of the stamp tax declined from 4.7% of total taxes in 2000/2001 to 3.1% in 
2005/2006 to 2.6% in 2011/2012. 

7. The tax burden between different types of taxes suffered an imbalance. The average 
paid by individuals in taxes on wages and salaries was around LE1,882 in 2011/2012, 
while the average tax from free professions did not exceed LE586 in the same year 
and the average tax paid by the individual on commercial and industrial profit was 
LE938 in 2011/2012. 

8. A tax balance occurred between those earning one type of income, especially in 
relation to the tax on wages and salaries and the like. 

 
This situation and the imbalances need to be treated and the current tax system should be 
reformed, in the following manner: 
 

● Reforming the current structure of the current tax on wages and salaries and working 
to solve the problem of special allowances added to the basic salary. 

● Seriously considering the elimination of tax evasion by non-commercial professions, 
through collaboration between professional unions and the tax authority. 

● Quick introduction of the VAT to replace the current sales tax system. 
● Reconsidering the law of customs exemptions as well as the customs law. 
● Quick introduction of the law on mineral wealth. 
● Taking into account the tax capacity of the taxpayer, in addition to the capacity of 

society described by the literature. This means the ability to bear the various types of 
taxes and fees and others, in light of incomes and standard of living in society. This is 
an issue that should be seriously considered by society. This entails the demand for 
a quick establishment of the Higher Council of Taxes mentioned in the Income Tax 
Law and charged with such measures and standards. Articles 139 to 146 of the 
income tax law No.91 of 2005 mandated the council with several key tasks, such as 
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studying laws and regulations related to all types of taxes and suggesting 
amendments in collaboration with the government and responsible authorities. It 
would also review and comment on draft bills and regulations proposed by the 
government related to all types of taxes, before being sent to parliament. 

 
In this context, a comparison between progressive and proportional taxes can be made, 
which is an issue of great controversy in society. It should be noted that the current tax 
system used both at the same time. It is progressive in terms of taxes on individuals, natural 
persons, and uses the aforementioned model of segments. As for companies of all kinds, 
they fall under a lump rate, now 25%. Therefore, constant demands for the progressive tax 
entail subjecting companies to it also. 
 
Supporters of the progressive tax believe it entails more justice between the taxpayers, since 
it achieves vertical justice for those who benefit the most from state resources and capacities, 
compared to other taxpayers. They also consider that the marginal utility of money for high-
income earners becomes less, compared to lower earning segments. 
 
On the other side, detractors of progressive taxation believe that it has a negative impact on 
savings, since it takes from the higher earning segments that have a lower tendency for 
consumption and thus more savings. It also takes out a part of the income that could be 
reinvested in the activity and thus push the wheel of progress further. 
 
From the standpoint of taxation, a progressive tax on companies could lead to several 
problems, including tax evasion through the parceling of investment to remain in the lower 
brackets. It also adds to the complexities of tax administration and collection costs. 
 
From the standpoint of tax justice, it could also be less fair for joint stock companies because 
it would be imposed on the net profits, and thus the shareholders would incur the same tax 
without discrimination. It would also force the shareholder into a higher tax burden than 
those with individual activity. 
 
For the above reasons and others, the international trend is to apply a progressive tax on 
personal income and proportional tax on companies, taking into consideration that it is 
imposed on all activities, without exception except if necessary, leading to the expansion of 
the tax community. 
 
This leads to a demand to consider the taxation of dividends whether in the stock market or 
free zone companies. This would be in conformity with treaties on tax duplication, signed 
between Egypt and several countries. 
 
In this context, small projects could also benefit from differential taxation, by reducing the tax 
while ensuring its proper implementation through the strict definition of these establishments 
or, at least, by reducing its tax base. 
 


