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IDSC Policy Perspective

A non-periodic publication issued by Cabinet’s Information and 
Decision Support Center (IDSC). It covers the most prominent 
topics in the scene from all aspects to present a comprehensive 
vision regarding such topics relying on experts’ perspectives.

 The opinions expressed in this publication are those of the authors
and do not necessarily reflect the official policy or perspective of IDSC



IDSC’s Commentary
Stemming from the vital role of medium, small, and micro enterprises 
(MSMEs) in promoting economic growth in various countries around the 
globe, the Egyptian Government has paid a great interest in promoting and 
developing such sector. Worthy to mention, MSMEs are considered a main 
driver for the Egyptian economy, especially in light of the job opportunities 
they provide for a large segment of youth and their active role in achieving 
the Sustainable Development Goals (SDGs). 
Since the Egyptian Government believes in the central role played by MSMEs 
in promoting the Egyptian economy and pushing development forward in 
several fields, the sector has been a top priority for the Egyptian Government. 
In fact, this was crystal clear upon launching the National MSMEs and 
Entrepreneurship Development Strategy in early 2018. It aimed at improving 
the legislative and organizational environment, reducing administrative 
burdens, and coming up with several financial and non-financial incentives 
to encourage formalizing the informal sector. Moreover, the Central Bank 
of Egypt (CBE) – according to the directives of President Abdel Fattah El-
Sisi regarding numerous initiatives promoting the sector- has adopted an 
initiative of allocating EGP 200 billion at low interests for small and medium 
enterprises. It also launched NilePreneurs initiative in partnership with the 
Nile University; it targets presenting business development services for small 
and medium enterprises during their various phases.
Despite the significant challenges small and medium enterprises have 
faced during the COVID-19 pandemic, their growing reliance on social 
media platforms (Facebook, Twitter, and WhatsApp) in marketing their 
products has been a real opportunity for overcoming the catastrophic 
repercussions of the pandemic. This was evident in light of the social 
distancing restrictions imposed by the pandemic and customers’ growing 
dependence on digital marketing on social media platforms. It became the 
perfect means to reach current and potential customers. Moreover, social 
media has played a prominent role in promoting MSMEs’ international 
competitiveness, as it knows no geographic borders and allows access to 
foreign service suppliers and customers. It also helped market for brands.      
That being said, this issue of IDSC Policy Perspective series sheds lights 
on the role of social media platforms in reducing the impacts of COVID-19 
on the activity of small and medium enterprises. This can be done through 
studying the importance of MSMEs in promoting the Egyptian economy and 
effectiveness of social media platforms in developing MSMEs’ activities. 
Furthermore, the best practices for promoting MSMEs’ existence on 
the internet should be discussed, and some local and foreign obstacles 
facing them upon using social media platforms has to be determined. 
Recommendations ensuring maximizing the benefit of technological 
advancement in raising the efficiency of MSMEs sector have to be presented.
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Executive Summary

Although small firms have been facing existential challenges because of 
the COVID-19 pandemic. The effective use of social media platforms has 
proven to be a suitable and practical solution to support their performance. 
The adequate support from various key players in the ecosystem will also 
enhance their performance.

Currently, having and maintaining an online operation is not a luxury but 
a necessity to sustain the continuity of the operations of micro, small, and 
medium enterprises (MSMEs) during the COVID-19 pandemic. Research 
suggests that it can even lead to a higher performance after the pandemic. 
Businesses in Egypt and other developing countries face some obstacles 
in using social media in the most effective way. Some of them are internal, 
as they are related to MSMEs and entrepreneurs (e.g., 
training and infrastructure); others are 
external, as they stem from the outside 
environment (e.g., poor internet 
infrastructure or lack of customers’ 
trust in conducting business online). 
This policy perspective will clarify 
what MSMEs and other players 
in the ecosystem can do with their 
current resources to ensure their 
survival and improve performance.

Social Media and MSMEs’ Performance
Egyptian MSMEs can enhance their performance despite the 
challenges imposed by COVID-19

Prof. Hadia Fakhreldin, Prof. Ahmed Ayman, and Prof. Rania Miniesy
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Background

On an average, 43% of internet users 
have reported spending more time 
online because of lockdowns and 
social distancing policies imposed 
by governments because of the 
COVID-19 pandemic. Facebook, 
YouTube, Instagram, and WhatsApp 
are the most popular applications/
websites used (GlobalWebIndex, 2020a). 
Social media is not only regarded as a 
means of communication, but also people now use social media for news, 
educational purposes, and business. GlobalWebIndex (GWI) has reported 
an increase in the percentage of people who have discovered a new brand 
or product either through an advertisement on a social media website 
or through a recommendation or comment by a friend on social media 
(GlobalWebIndex, 2020b). This means that despite its various challenges, the 
lockdown is a real potential for MSMEs in Egypt to intensify their activities 
in the Egyptian market and across the borders through the effective use of 
social media.

During the COVID-19 pandemic, MSMEs cannot afford to ignore the 
potential business opportunities that social media platforms provide (McCann 
& Barlow, 2015). First, social media should become a strategic priority for 
most businesses, including MSMEs, to conduct their business activities 
and e-commerce operations (Ghandour, 2018). Second, they should use 
it to develop a competitive advantage based on its intensive and effective 
use, as it is an essential source of innovation and success in today’s market 
(Hoti, 2015). Third, they can use social media to overcome the challenges 
imposed by the pandemic, including social distancing protocols, lockdowns, 
quarantines, and the general decline in the tendency to leave the comfort of 
one’s home.
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MSMEs Ecosystem in Egypt

MSMEs are very important in developing countries, as they are the main 
source of employment and economic development (Fakhreldin, 2017). 
Therefore, governments of developing countries are giving significant 
support to strengthening and developing this sector (Alam & Alam, 2019). In 
Egypt, the ecosystem is full of potential. As of 2019, despite MSMEs are 
constituting almost 95% of the industrial sector in Egypt, they provided 
approximately 7% of the tax revenues for the government and accounting 
for 75% of the total labor force. (Oxford Business Group, 2019).

This policy perspective is based on the results of an academic research 
conducted by Fakhreldin, Ayman, and Miniesy (2020). It examines the 
online presence and activities of more than 350 formal MSMEs in a wide 
range of industries/business sectors operating in greater Cairo. The policy 
perspective demonstrates the findings of the research, highlighting the 
best practices and key insights that have supported the MSMEs to achieve 
an online presence and enhance their performance. It also presents the 
internal and external obstacles faced by businesses in Egypt and other 
developing countries in effectively using social media.
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In August 2020, Egyptian elec-
tronic payment company, Faw-

ry, became the country’s first 
unicorn, which is the MSME slang 

for a firm that has a market capital-
ization of 1 billion USD. It is worth 

highlighting that Fawry operates in a 
sector that has been on the upswing 
since the emergence of the pandemic, 

which was also evidenced by the 
increase in its stock price since 

March of the same year, having 
had their initial public offer-

ing in August 2019.  
 (Paracha, 2020)

Furthermore, the Central Bank of Egypt (CBE) has been an advocate 
of the important role of MSMEs in achieving a booming economy. Since 
2004, several reforms and initiatives have been implemented to mitigate a 
plethora of obstacles MSMEs face (El-Said, Al-Said, & Zaki, 2014). The most 
notable of which is an initiative launched in 2016. It requires banks in Egypt 
to direct 20% of their loan portfolio to MSMEs (Mounir, 2020). This is a strong 
indication that the country’s leadership acknowledges both the role and 
potential of MSMEs.

The Impact of Using Social Media on MSMEs’ Performance

The likeability of social media in developing countries (Singh & Srivastava, 
2019) is not widely researched nor has the relationship between social 
media and MSMEs’ performance been confirmed (Denyer, Parry, & Flowers, 
2011). However, the research base of this policy per-spective supports the 
limited previous findings advocating that using 
social media has an overall positive impact 
on SMEs’ performance (Tajvidi & 
Karami, 2017; Cervellon & Galipienzo, 
2015; Crittendena, Crittendenb, & 
Ajjanc, 2019). Researchers 
also agree that there is a 
positive effect of investing 
in information technology 
on higher firm performance 
(Mithas, et al., 2011; Malthouse, 
et al., 2013).

The logic behind this result is 
that MSMEs perceive social 
media as a useful tool for 
reaching existing and potential 
customers as well as maintaining 
sustainable, long-term relationships with them. 
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Particularly, Facebook is quite effective in achieving high performance for 
MSMEs. Furthermore, the more friends and/or followers are on the Facebook 
page of the MSME, the stronger the impact of the Facebook page usage on 
the performance of the firm, which supports previous literature (e.g., Lam, 
et al., 2016; Tajvidi & Karami, 2017). However, the number of years since the 
formalization of the MSME affects this relationship negatively.

Furthermore, the use of social media has a significant direct effect on 
MSMEs’ intention to conduct international business. This can be attributed 
to the fact that social media reach knows no geographical borders; a firm 
operating in Egypt will not only be able to reach raw material suppliers in 
another country easily but also have access to foreign customers. This 
relation was anticipated in research conducted in developed countries only 
(Xu & Meyer, 2012; Bianchi & Wickramasekera, 2016).

More insights on the matter were obtained through face-to-face in-depth 
interviews with entrepreneurs. The interviewees confirmed that most MSMEs 
use Facebook as the main social media platform to improve their performance; 
other online tools, such as Instagram and WhatsApp, or ecommerce 
websites are also used to complement it. The participants suggested that the 
e-commerce website would most probably not be found or visited if not for the 
links on the firm’s Facebook page. The longer the presence on Facebook is, 
the higher the impact on the performance of the MSME gets.

Another key point that can be of great importance to manufacturing firms 
is that Instagram is the ideal tool to supplement Facebook presence, as it 
is the most appropriate venue for showing products. Taking advantage of 
the tools provided by Instagram, such as filters, stories, and tags (Garrido-
Moreno & Lockett, 2016), is effective in maintaining and developing brand 
performance and customer engagement.

It was also highlighted that using social media replaces the need to open 
new brick-and-mortar branches in other areas. Customers place their orders 
from any location and have their requested products delivered to their 
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doors. Thus, business models that rely heavily on social media are more 
cost-effective and offer a variety of communication alternatives through 
Facebook, Instagram, or WhatsApp. During the lockdown and pandemic 
period, when customers practiced social distancing, social media was the 
ideal communication method to place purchasing orders and have them 
delivered to their homes.

How Do MSMEs in Egypt Use social Media to Enhance their 
Performance?

Regardless of the usefulness of social media, firms will not be willing to 
invest time, money, and effort in its use unless they also perceive that it 
is easy to use, and the available infrastructure is supporting its effective 
usage. MSMEs use the most common social media platforms due to their 
ease of use, extensive wide reach (Roy, Maxwell, & Carson, 2014), and cost-
effective solutions (Jones, Borgman, & Ulusoy, 2015).

Figure (1) presents the percentages of the participants who reported using a certain 
social media platform. Facebook is the undisputed leader, followed by WhatsApp and 
Instagram. Mobile applications are the least used online tool, with less than 2% of the 
participants using them.

Source: findings of survey conducted in Fakhreldin, Ayman, & Miniesy (2020)
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Figure (2) demonstrates the motive for using social media. Most MSMEs reported 
using it to show the images, basic information, and description of the product as 
well as how customers can reach the MSME and order products and/or services. 
Almost half of the entrepreneurs in the sample said they announce their prices 
and promotions through social media handles. About 9% and 1% reported using 
their online tools for customer orders and e-commerce, respectively. However, 
customers do not feel safe ordering online and inputting their credit card information 
on websites. This hurdle was somehow overcome by many businesses that offer 
cash payments upon delivery, but this obstacle also reveals a problem that needs 
government intervention.

Source: findings of survey conducted in Fakhreldin, Ayman, & Miniesy (2020)

Barriers to Effective Usage of Social Media

Source: findings of survey conducted in Fakhreldin, Ayman, & Miniesy (2020)
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As shown in Figure (3), a significant portion of the sample reported that 
their biggest obstacle/drawback is that customers will steal their ideas and 
products when they are displayed online. To overcome this challenge, it 
is recommended that the Government should broadcast and highlight the 
work of the Egyptian Patent Office (EPO). This is not to claim that EPO will 
eliminate all violations, whether copyright violations or stealing designs, but 
spreading the awareness of the EPO will help decrease the problem.

Another issue that requires government support is online piracy. The digital 
transformation initiative for SMEs was launched in July 2020 (Daily news 
Egypt, 2020); this reflects the Government’s support of digital transformation. 
However, more efforts needs to be made to ensure the protection and 
storage of digital information on local servers or in the cloud. Thus, online 
protection software should be available and affordable to MSMEs to ensure 
their inclusion in the desired digital transformation.

Lastly, several obstacles will need the intervention of the private sector. 
Many MSMEs reported that time wasted on unrewarding customers and 
fake users as well as time spent creating online content are some of their 
biggest challenges. However, many entities offer online solutions and/
or training programs both offline and online to mentor MSMEs on how to 
deal effectively with such problems. These e-learning courses are easily 
accessible and would save valuable time and money for MSMEs.
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Recommendations

MSMEs in their online operation need more support. This will be accomplished 
through the following means:

• High security of online operations 
and systems 

• Adequate and up-to-date 
public internet and e-banking 
infrastructure 

• Subsidies in the cost of the 
internet service for MSMEs 

• Empowerment of the EPO 
and spreading awareness to small 
businesses about its role 

• Making online protection software more accessible 
to MSMEs.

Enterprises in the private sector have a share in this responsibility. They 
are service providers and have a societal obligation to assist MSMEs in 
understanding and developing the social media operation they can undertake.

The private sector can provide comprehensive training to MSMEs’ managers 
and show them how social media tools can effectively support them. (At 
the moment, Google has been the frontrunner in this race, with Facebook 
catching up). This can be conducted through relevant agencies such the 
General Authority for Investment and Free Zones (GAFI), the Federation of 
Egyptian Chambers of Commerce, the Micro, Small, and Medium Enterprise 
Development Agency (MSMEDA), and the Federation of Egyptian Industries 
(FEI) as well as related initiatives, such as “Fekretak Sherketak”, which 
operates under the umbrella of GAFI.

Source: https://www.facebook.com/business/ads
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Source: https://learndigital.withgoogle.com/digitalgarage

Entrepreneurs and MSME owners should pay a special attention to the use 
of social media. They must be well trained and highly familiar with every 
online tool. They must pursue an ambitious and comprehensive plan to use 
social media tools and platforms effectively. They might have to push their 
limited resources further to conduct and attend comprehensive training 
programs to support this change. They will have to endure monetary, 
physical, and human costs to achieve that. Both the Government and 
private sector have a societal role to support this move effectively.

Conclusion

The COVID-19 pandemic has forced MSMEs worldwide to reassess where 
they should allocate their scarce resources, which the case of MSMEs in 
Egypt, with a relatively young start-up ecosystem, is not different. This policy 
perspective presents research findings and concrete recommendations 
advocating social media use by MSMEs to maintain and enhance their 
operation and performance. The future of online tools accessibility and 
usage in Egypt looks promising. However, much can be done to develop 
the scale, scope, and functionality of the internet system and enhance the 
contributions of all players in the Egyptian MSME ecosystem.
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