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Is it time to enter post-revolutionary Egypt?

Deals on the 
Nile

By Oliver Dempsey and Vivek Ramaswami

In late December 2010, a Tunisian street vendor set himself 
on fire in protest of police corruption and harassment. This 

act triggered a series of revolts across multiple North African 
countries in what became the “Arab Spring.” In Egypt, millions 
of citizens across a range of socio-economic backgrounds took 
to the streets, demanding “bread, freedom, and social justice.” 
Although President Hosni Mubarak eventually stepped down, 
the victory was fleeting, as a group of military personnel quickly 
filled the power vacuum. Although this young, dynamic, and 
educated country still faces many of the same pre-revolutionary 
problems, opportunities are available to foreign firms who fit the 
right criteria. If these businesses enter this risky market, they could 
stand to gain enormously.

Why Egypt? 

Although the revolution resulted in the ouster of President 
Mubarak, problems still linger a full year later. Without a major 
constitutional change, Egypt’s corruption and bureaucracy persist. 
A 2010 survey by the Al-Arham Centre for Political and Strategic 

Studies found that 47% of small to mid-size enterprises in Egypt 
need to pay bribes to the government. Currently, there are few 
existing large private sector companies in Egypt. In spite of these 
headwinds, opportunities lie in Egypt’s large, young, tech-savvy 
and educated population. 

Despite having one of the highest completion rates of post-secondary 
education in the Middle East and North Africa (MENA) (29% 
compared to other large MENA countries such as Iran and Turkey 
with only 11%), Egypt’s dynamic youth are highly underutilized. 
Unemployment amongst this group hovers around 25%, since the 
major private industries operating in Egypt primarily demand 
unskilled and physical labour.  While this environment provides 
plenty of entry opportunities for foreign firms, some industries 
are better suited than others. Entering Egypt now could provide a 
long-term foothold for growth in the region. 

Who Should Enter?

Potential entrants need to satisfy four main criteria:

1. Since the absence of any real governmental change leaves the 
potential for further violent uprisings, a large risk appetite is a 
precondition for any firm entering Egypt, regardless of industry 
or size. Companies with few opportunities in saturated Western 
markets may be more inclined to enter Egypt than well-
established, risk-averse firms experiencing satisfactory returns 
domestically. For companies with the capacity and resources 
to take a chance on a high-risk, high-return market, post-
revolutionary Egypt offers significant long-term advantages 
for first movers, including the opportunity to develop brand 
loyalty and strong supplier relationships.
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2. Businesses with low capital expenditure requirements will 
have lower risk exposure. In the case of upheaval, the firm must 
have the ability to completely cease operations and exit Egypt 
at a minimal cost. Both BP and Shell, two of the world’s largest 
oil companies, lost millions of dollars when their fixed assets 
fell idle during the revolution. Conversely, Sawari Ventures, a 
high-tech venture capital firm, and the companies it invests in 
survived almost completely unscathed.

3. Resource flexibility extends not only to physical assets, but 
to imported human capital as well. Suitable companies will be 
able to maintain a small, lean base of expatriates on the ground 
and retain larger groups of local labour. The French carmaker 
Peugeot has employed this strategy by transferring over 30 of 
its French managers to Tunisia to train the hundreds of locals 
working at its call centers. Under this organizational structure, 
Peugeot can smoothly align local offices with the overarching 
strategy, while simultaneously allowing foreign management to 
efficiently leave the country in case of emergency.

4. It is important to retain the support of the general public 
while avoiding government interaction, especially the military, 
to ensure autonomy from a corrupt and oppressive government. 
Firms with heavy exposure to the government, such as 
construction companies, could face more regulatory oversight 
and administrative pressure. Contracts in Egypt are often 
awarded through bribery and patronage, activities foreign firms 
cannot engage in. Small-scale, direct-to-consumer industries are 
better able to avoid these challenges.  

The Obvious Choice - Groupon

One example of an excellent candidate to enter the high-risk, high-
reward Egyptian market is the group-buy firm Groupon. Groupon 
sells pre-paid coupons to consumers online and then shares the 
revenue with retailers – usually 50% of the coupon. Thus, Groupon 
avoids capital investments in inventory, buildings, or expensive 
equipment. Armed with flexible human capital, Groupon’s 
employees can operate remotely from virtually anywhere in the 
world with only a small local sales force. After obtaining simple 
web licenses upon entry, Groupon can connect web-savvy 
consumers with businesses and host ad space.

Having already penetrated all 50 states and 10 provinces in North 
America, Groupon has saturated its Western markets and is looking 
abroad for growth. Egypt offers a significant opportunity. Its 
growing entrepreneurial market aligns well with Groupon’s value 
proposition – providing a platform for local businesses to acquire 
new customers through bulk discounting. As a consequence of the 
revolution, new businesses and entrepreneurial ventures emerge 
with reconstruction and recovery. With many young Egyptians 
looking to launch entrepreneurial ventures, Groupon delivers a 
unique and creative way to advertise their services and products 
to a large, tech-savvy consumer base. Furthermore, Egypt has 
already exhibited a penchant for group-buy websites. LivingSocial, 
Groupon’s largest global competitor, and local deal website Cobone 
are growing rapidly in Egypt. Cobone experienced estimated sales 

Contextualizing the Opportunity

Timeline of Egypt’s Awakening

January 14, 2011
President Zine El Abidine Ben Ali of Tunisia is ousted.

January 25, 2011
“Day of Rage” - inspired by events in Tunisia, protesters 
gather in Cairo and other major cities to protest 
similar conditions.

February 15, 2011
Mubarak resigns to end his 30-year rule and the 
Supreme Council of Armed Forces (SCAF) assumes 
national leadership; Egyptian constitution suspended.

March 3, 2011
Essam Sharaf replaces Ahmed Shafik as Prime Minister.

June 22, 2011
Egypt’s cabinet approves fiscal year 2011-2012 budget 
of $83 billion USD (a $24 billion deficit to boost 
spending on social programs). 

July 1, 2011
Protests resume because of the slow transitioning process. 
SCAF announces parliament elections in September, 
which were later delayed until November.

August 3, 2011
Mubarak and high-ranking officials are arrested on 
charges of corruption and complicity in the death 
of almost 900 protesters. Trials are ongoing.

November 28, 2011
Parliament elections held, Freedom and Justice Party 
wins 47% of seats in lower parliament.

Present
Presidential elections scheduled for June 2012.    

growth of 300% last year, while a record 4,587 Egyptian customers 
bought into a discount deal for Burger King on LivingSocial in 
March 2012. However, it is not just multinational corporations that 
are popular; local Egyptian hotels, restaurants, and even dental 
clinics offer deals on these websites. Building lasting relationships 
with growing Egyptian businesses will ensure sustainable 
operations well into the future.

Groupon’s safest entry strategy into Egypt is through acquisition, 
which would minimize the time and cost of entering into a risky 
market and provide an opportunity to retain customers. With 70% 
market share in the MENA region, Cobone is the obvious choice 
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for a target acquisition. Cobone claims monthly growth of up to 
50% and that its more than 500,000 users have saved $10 million 
over the past 10 months. With more than $1 billion in cash on its 
balance sheets, Groupon could potentially acquire Cobone for $30-
40 million and integrate itself as the dominant group-buy firm in 
the country.

Other Potential Entrants

Fast food is another sector that could successfully operate in 
post-revolution Egypt. Low inventory costs, arising from cheap, 
perishable ingredients, would limit losses if an exit were necessary; 
while capital expenditures would also be kept low through 
franchising. These factors, in combination with easier access to 
food and drink permits, resulted in 
the number of fast-food outlets in 
Egypt, including McDonalds and 
Burger King, significantly increasing 
in the past five years.

One firm with the potential to enter 
this market is Taco Bell. Managed by 
Fortune 500 Yum! Brands, Taco Bell 
offers a unique value proposition as 
a quick-serve provider of Western-
style food, attractive to the Egyptian 
middle class. Taco Bell’s “Value 
Picks” menu caters well to the price-
conscious middle class in Egypt, where no quick-serve Mexican 
restaurant currently exists. 

Has it Worked? – Intel

Other North American firms have already found success in 
post-revolutionary Egypt. Intel entered the scene in March 2011 
after acquiring Cairo’s SySDSoft, a mobile platform software 
specialist. Intel’s mobile communications business sells software 
to smartphone developers and other tablet devices at a low cost. 
As a software company, SySDSoft’s limited need for capital 
expenditures and fixed costs made it a much less risky acquisition 
than alternative industries. This has been central to Intel’s entrance 
strategy into the mobile market in Egypt. 

Given the well-educated local labour force, Intel retained over 
100 of SySDSoft’s computer scientists and electrical engineers. 

Dr. Christian Mucke, Vice President 
of Mobile Communications for Intel, 
found that Egypt’s young diverse 
talent pool makes the country an 
attractive market for Intel. Despite 
global pessimism, Intel now has 
the ability to enjoy larger sales and 
market share from engaging in a high-
risk market. 

Intel’s management made it clear 
that this acquisition is intended to 
show long-term commitment to the 
Egyptian people as part of its global 

strategy. Christian Mucke reiterated Intel’s commitment to Egypt 
by referring to it as a “strategic market.” This commitment began 
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Source: CIA World Factbook

All businesses must endure some 
level of adaptation when entering 
a new market. Firms cognizant of 
the constraints and competencies of 
their surroundings will be far more 
likely to achieve sustainable benefits 
in the long-term.
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Industry Alignment with Entry Criteria

Group Buy Market Growth in Egypt

Finding a Good Fit

Source: Cobone
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back in 2006 when Intel launched a Teach Essentials Online 
(TEO) program. Designed to integrate technology into school 
curricula, this pilot program trained hundreds of thousands of 
teachers and donated 8,000 computers to schools. A spinoff study 
materials website, skoool.com.eg, has received 114 million hits 
since inception. These corporate social responsibility programs 
have been immensely successful, painting a positive image for 
the company and helping Intel gain significant market share and 
increase its overall domestic sales.

Lessons Learned

Intel proves that certain businesses can succeed in Egypt and in 
post-revolutionary Arab countries more generally. With little need 
for capital expenditures or government contracts, highly flexible 
firms can take advantage of the young, tech-savvy consumer base 
and labour pool. The political, social, and economic atmosphere 
in Egypt suggests that a company operating in the technology 
or software space is best suited for market entry. Examples of 
successful tech firms in post-revolutionary Arab countries, such as 
Tunisia, are prevalent. 

Non-software related industries, such as fast-food companies, 
also stand to gain from this market. Although their entry may 
be best when these countries normalize, laying the groundwork 
now for future opportunities will prove lucrative. Corporate social 
responsibility programs, which have been successful when used to 
lay a foundation for further growth, should be considered by all 
market entrants. 

Groupon may appear to be the perfect fit, but even they must 
adapt their global strategy to fit this entirely new market. Despite 
having a firm satisfy the aforementioned criteria, all businesses 
must endure some level of adaptation when entering a new 
market. Firms cognizant of the constraints and competencies of 
their surroundings will be far more likely to achieve sustainable 
benefits in the long-term. Both the opportunities and benefits of 
entering post-revolutionary Arab countries can be enduring, and 
firms with the right capabilities can become part of the foundation 
of a new Egypt. Although the revolution itself may be near its end, 
the opportunities for businesses are just beginning.  
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