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The Egvptian Cooperative System

Private Vs. Public

The organizational structure of the cooperative system
is complex. The Ministry of Agriculture is the titular head
of the Government Cooperative System. Between the Ministry
0of Agriculture and some 5,000 local cooperatives lies a
multitude of diverse cooperative socleties, lines of authority,
supervisory agencies and cooperative unions. For the purposes
of this report, Government Cooperatives refer to those
cooperatives formed by the Ministry of Agriculture. The General
Manager oif the Local Government Cooperative is appointed by
the Minister of Agriculture and is subject to his authority.
The Cooperative Board of Directors exercises no authority over
the local General Manager.

The UCS, a marketing society, is a private sector
cooperative. Private sector cooperatives are chartered under
the cooperative law, but differ from government cooperatives in
one important respect--that is, they are managed by their
members, not by a government appointed manager.

Farmers can be and usually are members of both types of
cooperatives. The farmer is forced to patronize the government
cooperative in order to obtain inputs and to market his
controlled products. However, the farmer voluntarily joins a
private sector cooperative - he does so because of the potential
benefits he may desrive.



II. Recommendation and Brief Description

A. Reccmmendation

The Cffice of agricultural Development recommends that
USAID/Egyrt approve & grant in the amount of $ 5,000,000 to
assist the Government of Egypt through the United Cooperative
Seciety, a private organization under the jurisdiction of the
Ministry of Agriculture, to establish a marketing capability in
fruits and vegetables. It is recormended that the entire amount
$ 5,000,000 be authorized for obligation during the FY 1979.

B. Brief [Cescrintion

With the close of the 1952 revolution the cooperative
mechanisn was selected as the prime instrument to implement govern-
ment agricultural pelicy and to carry out many of the necessary
marketing functions in Egypt.

In spite of great amounts of resources devoted to cooperatives
the systern does not function to its fullest potential. The
Ministry of Agriculture has recognized the serious problems
inherent in the present system and has requested the assistance
of AID In acddressing the many constraints related to production
and marketing of fruits and vegetables. The pilot project de-
scribed in this paper was developed, in response to this request
by a three member feasibility study team, working periodically
over a span of one year with one AID employee. The Project was
develcrecd with the cooperation and approval of the Ministry of
Agriculture and with select farmers in the Governorates of Alex-
andria, Beheira, Ci.-rbia and Menufia.

AID and the IBRDlére principal donors to this Project. AID
will support (through a grant for technical assistance and train-
ing) the institutional development needs of the pilot cooperative
in order to upgracde the analytical skills and capabilities of co-
operative personnel, to enhance managenent control, to develop
information systems and procedures, to improve storage and
handling techniques, and to develop and implement the coopera-
tive's system of grades and standards. AID will also support
(through a GOE grant) the establishment of a revolving fund for
expanding production credit and increasing the production of
fruits and vegetables in the pilot area.

The IBRD or other financial institution will support (through
a direct loan to the UCS) the construction of needed physical
infrastructure, i.e., refrigerated storage facilities, ware-
houses, packing line machinery and equipment, refrigerated vans,
trucks and other miscellaneous commodities, see Annex XV for the
physical infrastructure plan.

l/ It 1s anticlpated that the IBRD will be a donor to this Project.
However, the UCS may seek other £funding if it so desires,
see covenants section and Annex XV.
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A key element of AID strategy is to support an extensive
training program both in-country and in the United States, and
to provicde technical assistance for training endeavors and the
develcpment of essential personnel skills,

This project will support several other AID financed projects.
Agriculture in general is dependent upon an efficient and effec-
tive marketing system. Without such a system, most production
oriented projects, i.e., Major Cereals, Rice, New Lands Develop-
ment, Agriculture Credit, Appropriate Technology, Mechanization,
etc. will have difficulty achieving their expressed goal. This
pileot project will cemonstrate to the sector an improved market-
ing system which can be replicated for all agricultural products.

Project Background and Detailed Description

A. Background

l. General

The Government of Egypt (GOE) has develope a very ex-
tensive cooperative system to facilitate implementation of
government policy. Most Egyptian cooperatives are designed
to assure the government a quota supply of major crops, to
enforce crop rotations, and to provide a means of collecting
payment for inputs, such as seeds and fertilizer, furnished

'in kind to ensure the desired production. There are some
5,000 village cooperatives in ~peration today.

In spite of the extensive cooperative system and the
great amount of rescurces devoted to cooperatives the system
does not functicn to its fullest potential--it suffers from
an array of problems and is of only limited effectiveness.
Thus, although the GOE has invested substantially in co-
operatives, the agricultural needs of the small farmer are
still not being met. This is particularly so with regards
to the marketing of farmers produce.

United States assistance to Egypt in the cooperative
field was initiated in 1976 when the GOE requested the
Cooperative League of the United HStates (CLUSA) to provide
technical assistance to the goverament cooperatives. This
request resulted in a Joint CLUSA-USAID proposal to study
the problems and determine the feasibility of a cooperative
project. Given the serious problems which the Egyptian agri-
cultural cooperatives had encountered in the past few' years'
it was felt that a project involving a function around which
farmer groups could be organized, in which they could have
maximum participation, and from which they could derive
greater benefits than the traditional farm production
activities, should be sought.
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A prefeasibility study carried out by CLUSA found that
apart m the traditional agricultural cocperatives there
exist several fruit and vegetable marketing "societies."”
The “n'ketlﬂg "societies" (cocperatives) enjoy a greater
degree oI autoncnmy than do the government cooperatives. On
this basis it was felt that a project uniting several of the
more viable (or potentially viable) fruit and vegetable
markcting cocperatives into a central cooperatlve structure
woulcd te the most approrcriate st*ategy 1/ arp plans to
suprort this strategy with a pilot project. This approach
should provide the institutional capability to more effec-
tively service the small farmer/producer member.

rn'0

r

O

There 1s additional merit in considering a fruit and
vegetable marketing system as a starting point for providing
U.S. assistance to Egyptian agricultural cooperatives. Annex
Table 1 shows there is a promising growth potential for horti-
cultural crops--areas planted in fruits and vegetables and
their output are displaying sharp upward trends. Finally, an
Interagency Task Force states, '"rationalization of marketing
services for fruits and vegetables is an urgent need. (The
type of serg}ce employed is less important than that a start
be made.).'

One problem with using acgricultural cooperatives as
instruments oI development in many developing countries is
that they are organized from the top down by presidential or
legislative fiat with prescribed by-laws and functional
limitations designed by government officials--~rathzar than.
being formed spontaneously by the farmers themselvas. The
usual reasons are that governments need a mechanism for dis-
tributing agricultural inputs on an equitable basis, to en-
courage agricultural production and to enforce agricultural
development policy. Justification for creating the coopera-
tives 1s that without government initiative the farmers might
not organize, development would take place more slowly, and
it would be more difficult to reach all of the farmers.

This is basically the case in Egypt, the agricultural
cooperatives are charged with the delivery of inputs and the
collection of loans. There is a degree of merit in this type
of governmental action--but it can create serious problems
which return to plague those agencies attempting to accelerate
agricultural and rural development throuch cooperatives or

1/

The project 1is designed to provide assistance to a central
cooperative structure--extension-type activities at the farm
level will not be carried out under the auspices of this project.
Assistance will be in the form of technical assistance, training
and credit.

"The U.S. Assistance Program for Egyptian Agriculture," February-.
1978, Interagency Task Force, Agricultural Survey Team.



similar self-help organizations. The farmer has a tendency
to view the ccoperative as an extension of government and not
as his cwn crsanizaticn intended to be a provider of services
and distributor of benefits. He has little motivation to be
an active participant unless he receives tangible benefits.
Again, the measure of securing governnent ¢ivil servants to
work in and manage the cooperatives only reinforces the
farmer's distrust of the cooperative system.

This pilot project has been designed to avoid these pit-
falls. Cccoperative leaders from the private cooperative sector
have actively participated in every development stepr. They
have participated in identifying the target production areas,
in selecting the major market outlets, in the development of a
market plan and the organizaticnal s*tructure of the United Co-
operative Society, (UCS)., This is, in a real sense, a small
farmer project. This approach has the approval of the con-
cerned officials in the Ministry of Agriculture and has been
viewed with favor by USAID/Egypt.

1/

2. Constraints=

The constraints to be addressed by this pilot project are
those that restrict production increases and marketing effi-
ciency and contribute to low farm prices for the producer
and low guality produce for the consumer. These constraints
have been identified as institutional, infrastructural, finan-
cial, ané policy making. The constraints are due to a combina-
tion of factors and zare basically a result cf: (1) excessive
governmental control and regulations, (2) insufficient physical
infrastructure investments in past years, (3) a shortage of
trained personnel, (4) ineffective operational planning and
long-term policy decisions, (5) inadequate fruit and vegetable
production credit, and (6) congested marketing areas, anti-
quated transportation methods ané general distribution
problems. The Project will address the constraints as an
overall systems problem, rather than on an individual compo-
nent basis. Each of the constraints are examined in greater
detail below.

a. Institutional: To date, no private Egyptian coopera-
tive has had experience in providing all the marketing
services necessary to carry out the complete marketing
function. There is an obvicus lack of market intelli-
gence throughcut the cooperative system. This combined
with a lack of market specialization, and higlily fragment-
ed system components has fostered an inefficient and in-
effective marketing system. The creation of a new central
Apex cooperative marketing organization is seen as a first
measure to overcome these constraints.

1/ See Annex IV for a detailed listing of constraints.
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b. Physica structure: The storage and handling

crults and vecetables, as well as
cblems in production, grading and

complex ancé vary from product to
preduce. t, the marketing constraints are clear;
capacity a facilities for collection and cooling,
packing and forwarding from producer toO consumer are
rimitive when not physicallv inadeguate, and grading
standarcés of produce, where they exist, are limited to
size except for the most obvious discarding at the source
and during distribution. These constraints create high
loss and waste situations which, in turn, reflect nega-
tively on both producer incomes ané consumer acceptance
and prices. The latter have a depressing effect on con-
sumer demand which, in turn, discourages greater produc-
tion and thus keeps many potential small producers out of
the market,

fd 0
'—l

Ftq.

QM Ofrn

tg ry ey

4
“~

hand*ln_ a

(]
<

13

[ BTN S () 1l =
ct

(LO

c. Financial: Serious financial constraints are evident
in tne procuction-marketing system. Adegquate credit is
unavaxlable to the fruit producer. There is no institu-
tional production credit available to the vegetable
producer, other than potato growers. Therefore, fruit
ard vegetable production is not reaching its full potential.
Not only are funds for production credit in short supply,
but funds for infrastructure improvements are almost non-
existent. An additional serious constraint is the manner
in which financial analyses, forward planning and finan-
cial management desisions are :endered.

d. Policy Makina/Administrative: Constraints in this

area (principdlly price support and ceiling prices) are
largely a reflection of the existing national framework,
and thus lie outside the parameters of this Project. How-
ever, the Mission is striving in every feasible manner to
encourage price reform. Other constraints existing in the
cooperative system include: (1) a lack of specialized
training, (2) a lack of definitive guidelines as to duties/
responsibilities of the Board of Directors and Management,
and (3) inconsistent and poor personnel management, and
producer-member/management relationships.

‘fhe not-so-invisible hand of government permeates the
Egyptian economy, and particularly so the agriculture
Ssector. Government cooperatives are used more to imple-
ment government policy than to meet the needs of individual
farmers. The role of the government cooperative Has eroded
the confidence of farmers in the cooperative system. This
in turn, has impeded the effectiveness of the private
sector marketing cooperatives.



B. Detailed Project Description

1/

l. Demonstration Effort=

This 1s a pilot project designed to demonstrate to
agricultural producers, specifically fruits and vegetable
producers, that an improved system for marketing agricultural
prcducts can be achieved through a concentrated development
effort. The development effort will focus primarily on the
constraints related only to marketing, i.e., from the farm-
gate to the retailer. The Project does, however, provide

funds for production credit at the farm level in
order to address the important financial/credit constraint
described earlier in this secticn. The project design does
not proviie for specific extension type activities related
to the credit component. Neither do planned UCS activities
enccmpass retailing of product. The Project, therefore,
includes all the marketing activities ranging from the
farmgate to retailer, plus production credit.

The GOE has indicated a desire and a willingness to turn
over the cooperative system and related marketing functions
to the private sector. This Project is a first endeavor to
accomplish this objecti¥9. The first step will be to assist
the 10,000 UCS members.~

2. Goal
The Project contributes to the overall national goal of
increasing small and medium size farmer's income while simul~-.

taneously rcducing costs of perishable crops to consumers.

a. Relation to GOE objectives

The pilot project supports the achievement of GOE's
objectives in the agricultural sector, especially, the
goals of increasing the production -and marketing of
horticultural crops through the private sector and de-
centralizing decision making to the local group. This
Project directly promotes the achievement of these goals
by providing technical assistance, training and credit
via a revolving fund.

b. Relation to AID objectives

The Project is supportive of AID's objectives in Egypt

1/ The Project 1s a pilot project inasmuch as it had been designed
to stimulate production increases and marketing improvements
through support of a new-type cooperative organization. The
Project will develop/transfer modern techniques which will foster
membership expansion in the pilot cooperative and/or be readily
transferred to other farmer organizations.

2/ The UCS is examined in detail in Annex VII.
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and in the agricultural sector as outlined in the CDSS.
The Project directlyvy addresses the need for greater net
income for operators and owners of small operations and
increased marketing services and a more intensive use of
labor in rural areas. Agricultural production will be
increased. The Project will operate in four governorates
with a farmer population over 200,000,

3. Purpose

A basic purpose of the Project is to increase the effi-
ciency and effectiveness of private agricultural marketing
cooperatives. Achievement of this purpose will enable the
private cooperatives to: (a) reduce losses of perishables
between producer and consumer, (b) improve quality of perish-
ables, (c) better meet the needs of individual farmer~-members,
i.e., expanded services and increased production loans,

(d) be more functionally flexible through product control,
(tlme/place utility), thereby providir.g needed leverage for
price improvement, {(e) increase capital resources and raise
salary levels, (f) acqulre adeguate physical facilities and
management expertise

A second purpose of this Project, to be achieved simul-
taneously, is to provide sufficient captial for production
credit to stimY}ate a fruit and vegetable production increase
of 30 percent. The production credit component will be used
to purchase agricultural inputs, primarily fertilizer. The 30
percent gain objective will first be realized in only the
pilot cooperative. However, it is anticipated that a reason-
able spread effect will occur, first in the project area, then
throughout the entire country.

Additionally, the Project has been designed to establish
in Egypt an institutional capability to provide managerment,
cooperative development, and marketing guidance to other co-
operatives and farmer organizations. Achievement of this
purpose allows the extension of techniques and knowledge
beyond the pilot cooperatives. It provides the opportunity
for the U.S. inputs to potentially affect a much larger
number of Egyptian cooperators.

Achieving the Project's purposes will have a direct
bearing on the broader agricultural sector goals of improving
small and medium size farmers' incomes and reducing the costs
of domestically produced fruits and vegetables while improving
diets for low income rural and urban populations. A more ef-
ficient cooperative marketing system with an expanded and
modernized network of procurement, storage and distribution
points will not only provide the necessary assurances to

1/ The basis for the 30 percent production increase is shown
in Annex VII.
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producers of an accessible marketing outlet “»r their
stimulating hicher output levels, but also eusure that
products will reach ccnsumers at fair prices with a mini-
mun of deterioration and spoilage. Additionally, this Pro-
ject offers an opportunity for private sector expansion, in-
creased export potential and encouragement to agri-business
firms.

4. Program Thrust

A major thrust of this pilot project is to upgrade and
change/modify the existing marketing system of the four fruit
and vegetable markf}ing societies that united to form the UCS
Apex organizaticn.=/ The UCS Apex organization is a grass-
roots up farmer organization. In thils case the farmers organ-
ized to form the four base cooperatives shown in footnote one.
The farmers themselves are providing the management, as they
elected the Board of Directors from within their membership.
In turn, these same farmers voted to form the UCS, and have
democratically elected the UCS Board of Directors, again from
withinp their membership.

Section IV D discusses the structure of the Apex group:;
Section V B shows an analysis of the UCS financial condition;
and Annex VII discusses operational background and proposed
marketing plan. Successful project implementation is wholly
dependent upon the effectiveness of the UCS organization.
Therefore, the Project will address the following operational
activities of the UCS.

a. Administrative/Menagement

UCS management, inexperienced in Apex, or centrally
managed cooperative operations, will be confronted with
a wide range of management problems/decisions. Thus,
this activity will focus on the need to provide policy
guidance and to develop appropriate action policies.

b. Financial Operations

The thrust of this activity will be to develop a
sound financial management system and to ensure effective
utilization of the AID financed revolving loan fund.

c. Grades and Standa:ds

This activity will focus on the need to train UCS

1/ The four cooperatives that united to form UGS are:
(1) Alexandria Marketing Society (2) Beheira Marketing Society
(3) Gharbia Marketing Society, and (4) Menufia Marketing Society.
See Annex V for locational map and marketing territorities.
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technicians in methods of classifying products and
measuring quality of fresh fruits and vegetables.

d. Marketing - Sales

The main thrust of this activity will be to train
UCS personnel in efficient methods of receiving, proces-
sing, storing and distribution of produce. Additionally,,
market analysis, sales policies, pricing techniques and
other related activities will receive close attention.

e. Transportation

This activity will address the problems of an anti-
quated, inefiicient, and costlv transportation system.
IBRD is to provide the physical infrastructure--AID will
provide technical assistance and training.

f. Faclility, Egquipment and Maintenance

An IBRD loan will finance the purchase and construction
of equipment and facilities. The thrust of the USAID effort
will be to train and assist the UCS personnel in plant and
equipment management and sound maintenance procedures.

g. Consumer Impact

The project design team has made two basic assumptions
relative to fruit and vegetable consumption, they are:
(1) That there is a substantial latent demand for high
quality fruit and vegetable produce, in Egypt, and,
(2) That the consumer preference for higher quality will
be evidenced through purchases.

In reference to (1) above, the empirical data shows a
high level ccnsumption pattern for the average Egyptian
household. Thercfore, the project design team's assump-
tion that a substantial market potential for high quality
produce does exist seems valid--consumer purchases nearly
always reflect a preference for supcrior quality over in-
ferior quality, particularly, if th<z price is equal or
lower.

The project design team has projected a reduction in
loss/waste/spoilage of approximatelLy 25 percent, see
Annex VII. This reduction in loss will permit UCS to be
competitive at all levels of operation and will result
in higher quality product for the consumer at a lower than
present price (even with the added costs of modernized
facilities and equipment).

The improvement in quality and loss/waste redubt%on are im- -
portant project "goals," however, neither are included in the Economic

Analysis.

Project benefits as shown in the Economic Analysis are based

solely on projected fruit and vegetable production increases.

P
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h. Revolvinag Loan Fundl/

The pilot project will directly improve access to
inputs in the four governorates for small fruit and
vegetable growers through access to the AID loan fund.
The project design team has formulated a set of guide-
lines for the administration of this fund~--they are set
forth below:

(1)

Recommended Flow of Loan Funds

The vrevolving loan rfund, a grant from AID to the
UCS, will be for the exclusive use of, and adminis-
tration by, the UCS. It will pe used by the UCS
for the exclusive use of funding loan requests
received from the four cooperating members. The
main thrust of responsibility for loan disburse-
ment and collection falls on the individual
Cooperative Marketing Society, however, the over=
all responsibility for the administration of the
lending program will lie with the UCS. The four
participating cooperatives are presently lending
to small farmer members. Examination of the :
present loan documentation program for the four
"lending" cooperatives revealed an acceptable
program that will only need modification for the
purpose of standardization.

The following flow of loan funds is recommended:

(a) UCS allocates funds to the four participating
cooperatives.

(b) UCS advises the Cairo Bank to make the alloca-
tion available to the four Cairo Bank branches
serving the cooperatives.

(c) Co-ops invite loan applications from members.

(d) Co-ops select qualified borrowers in accordance
with their fund allncation.

(e) Co-op forwards bulk loan application to ucs
for approval or rev.sion.

(f) UCS authorized the Cairo Bahk to disburse loan
funds against invoices.

(g) As member/borrower sells produce to Co-op,

80% of all sales advances are credited to the
loza account until the loan is paid in full.

(i) Co-op deposits loan collections in the Cairo
Bank and adds 10% p.a.

(j) Cycle is completed and revolving fund is in-
creased by 5% on the first cycle, 10% on the
second~--compounding interest rate of 10.25%
per annum.

(k) Succeeding cycles are started with the exception
of step (b).

1/ See Cooperative Marketing Report - Small Farmer Credit Component,
by Fredrickson, for details regarding this fund.
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Note: 1. A budget for general administrative expenses will be
established in order to provide for recovery of administra-
tive costs through contributed capital and market operations.
2. A reserve for bad debts will be established.

(2) Criteria for Borrower Selection

The actual selection of borrowers will be the
responsibility of the loan or executive committees of
the participating cooperatives. It is recommended that
this committee be comprised of the officers of indi-
vidual cooperatives. The 3 - 4 man committees will be
representative of all the production areas within the
area of operation and must be familiar with the overall
goal of the Project as wzll as loan criteria for bor-
rower selection. The UCS will hold a 1 ~ 2 day course
for all loan committees to familiarize them with all
aspects of the operation of the revolving loan fund.

Presently, project participants have been instruct-
ed to contribute L.E. 4 in share capital to the Coopera-
tive for each feddan of vegetables to be cultivated and
L.E. 8 for each feddan of fruit. In the past 3 months,
Menufia and Gharbia have added L.E. 41,300 to their
capital structure by campaigning for strict adherance
to this reguirement.

It is suggested that the following criteria be used
for the implementation of the Project:

(a) Current UCS share capital contribution must
be paid in full.

(b) Borrower must have been a member of. the
participating cooperative for 1 year or his
loan must be guaranteed by a gqualified member.

(c) 241l previous loans must have been paid in full.

(d) Borrower must be known by the loan committee
to be honest, trustworthy and hard working.

Although this criteria may appear to be over simpli-
fied, all participating cooperatives have a lony history
of successful lending using similar standards. Only one
cooperative, Menufia, has experienced difficulty and
that was in 1977 when bad -potato seed resutled in a
30% default rate on L.E. 30,000 of cwn funds loaned.
They are presently in the process of collecting these
defaulted loans and have declared a moratorium on the
lending of additional funds uhtil all defaulters have
paid in full. '

It must be remembered that although the farmer is
obligated to market his produce through the Cooperative
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and apply 80% of narketing proceeds toward loan repay-
ment, these are basically character loans. The real
incentive to repay is peer pressure and the knowledge
that additioral loans will not be granted unless and
until all previous loans have been paid in full.

{(3) Recommended Loan Distribution

Statistical infcrmation and field research indicates
that the average size loan for all project loan recip-
ients will average L.E. 83.50 per feddan. The average
size operation will consist of 3 feddans so the average
loan recipient will receive L.E. 250.50 in production
credit per loan cycle or cropping season (see Annex
Table 2). The loans will turn over an average of two
times each year during the life of the pilot project.

Based on Annex Table 3 about 39% of the total
project area for the target crops listed in Table 2 is
planted to potatoces. At the present time, these potato
growers are receiving some credit from the Principal
Bank for Development and Agricultural Credit while the
growers of other vegetable crops are receiving virtually
no production credit. For this reason, the total amount
of production credit for potato growers will be limited
to 30% of the project loan funds. About forty percent
of the total production feddans in the project area are
planted to other vegetabhles but they will receive
approximately 60 percent of the loan funds. Since
fruit producers, on the average, farm larger areas and
have access to some production credit, loans to fruit
growers will be limited and will be a minor part of the
entire package. Approximately 10% of the available
funds will go to the fruit grower who, in turn, com-
prises about 6 percent of the target group of small
farmers.

2nnex Table 4 shows the suggested loan distribu-
tion by cooperative and commodity for the first cycle
of loans. Basically, this distribution is as follows:

Co-op Loan Funds % of Area % of Funds
Alexandria 351,750 9 16
Beheira 1,031,800 50 36
Gharbia 398,650 17 24
Menufia 562,650 24 24

Total 2,345,000 100 100
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(4) Loan Packages

All components of the suggested loan distribution
were apprcved by the four participatiag cooperatives
and the UCS Board of Directors. Several factors remain
constant in all the calculations, i.e., total funds,
total borrowers, average size loan ard average size
loan package per feddan. Again, field testing indi-
cates that the following loan packages are reasonable;
accurate and acceptable to the growers and Boards of
Directors:

Potato loans - L.E. 80.00 per feddan
Cther vegetables - 80.00 per feddan
Fruits - 150.00 per feddan

It is recommended that rather strict acherance to
Annex Table 4 be given the first cycle of loans. Minor
adjustments may be made during the following cycles pro-
vided the average 512e loan per feddan remains at
L.E. 84.00. .

Although the greatest impact on production will
likely be felt in those operations exceeding 5 feddans,
the small farmer (less than 5 feddans}) will be served
by restricting production funds to the larger farm
size operators through established UCS policy and
loan guidelines.

(5) Projected Revolving Production Loan Fund Increase

Annex Table 2 projects the increase of the revolving
production loan fund based on the assumptions that the
fund will turn completely over twice a year and that
the interest rate to be charged the farmer/borlower
will be calculated at 10% per annum.

As interest income becomes available to the Project
additional loan recipients will qualify for participa-
tion. Table 2 projects that there will be 17,586
borrowers using the revolving fund by 1986. This is
an increase of 8,272 from the start of the Project.
During the same period the number of feddans in the
marketing project area will increase by 24,816.

Present rates of interest being charged the
farmer vary from 0% - 6% although the real rate
probably exceeds 12% because of the buying commission
charged by the cooperatives. The real issue in point
is the fact that the project operating loan must return
10%. This will be accomplished by directing the parti-
cipating marketing cooperatives to adjust their buying
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commissions to return the 10%. In other words, the
co-op itself would pay the interest debt which in turn
would be charged to the farmer in the form of a buying
commission.

If the number of project recipients were to expand
at a faster rate, say 4,500 per year till 1985, Annex
Table 5 shows the amount of additional loan funds that
would be required for the marketing project. This
table assumes that the loan package size would remain
the same,

(6) Project Participants' Savings Plan

The provision of a small farmers' savings plan
will be an integral part of UCS's lending program.
The essential element in any such plan is total confi-
dence in the savings institution. Once this confidence
has heen gained over a period of 1 - 2 years, an effec-
tive plan will be implemented.

Annex Table 6 indicates the potential of such a
program if the loan recipients in the pilot project
were encouraged to save the modest sum of L.E. 12 per
annum, or L.E. 6 after the marketing of product from
each semi-annual loan turnover. The total amount of
additional funds to be used for operating loans would
be L.E. 527,239. One can only realize the full poten-
tial of a successful plan when you recognize the fact
that there are roughly an additional 200,000 farmers.in
the project area that will be receiving indirect benefits
from the Project.

Individual members will be issued savings passbooks
when an initial deposit of L.E. 1 or more is made. The
individual cooperative receiving these deposits will
make certain this sum is dcposited in a Society savings
account that is liquid. Any demand for withdrawal will
be met promptly. Interest paid on deposits should be
2% below the amount received by the cooperative so that
administrative costs for the operation of the program
can be paid from the benefits accruing to the Society.
To maintair. liquidity, it would be inadvisable for
the Society to lencé more than 50% of the deposits |
at any time and this should only be done after experience
is gained and a track record for savings is established.

5. Outputs

The outputs of this pilot project which will be produced
to achieve the project purpose are the following:
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a. Trained Egyvptian Personnell/

By the end of the Project, 6 long-term trainees and
42 short-term trainees will have been assigned to posi-
tions in the UCS organization. Long-term trainees will
undergo one year of intensive training in the U.S. and
will be assigned to the Project immediately upon completion
of their training. Aall long-term trainees will be in posi-
tion by the end of the Project. All short-term trainees
will be in their respective positions by the end of the
second project year.

b. Efficient Marketing System

This output will be achieved by the upgrading of a
select cadre of UCS management personnel, the construction
of 4 new processing facilities, the establishment of a
Cairo produce market office, the procurement of essential
commodities, and the establishment of a revolving loan
fund. New techniques of marketing/distribution will be
initiated. These activities will lead to an efficient and
effective marketing system.

c. Improved Administration-Oreration Capability

An improved administration-operation capability will
be achieved through a concentrated program of technical
assistance and training. Technical assistance to, and
training of, the newly formed Board of Directos and Manage-
ment of the Apex Organization (UCS) will insure that appro-
priate decisions are rendered in a timely manner.

This output will end with an on-gcing capability to
continue replication of the decision making process.

d. Improved Quality Control

As this Project is based on the supposition that fruit
and vegetable gquality plays an important role in the
determination of consumption and producer incomes the
need to develop higher quality produce is crucial. There-
fore, a major output of this Project will be the develop-
ment of a marketing system that entails improved quality
controls. Proven techniques for gquality control will be
initiated and carried out over the life of this Project.
These activities will lead to improved gquantity and quallty
of fruit and vegetables at the consumer level.

1/ See Annex VI for UCS tralnlng plan. 1In addition to the duties
listed for each position, all technical staff will have responsi-
bility for training of counterparts in their special areas of
expertise as well as assisting in_providing in-country training
programs. '



~16-~

e. Increased Funding Capability and Fruit ané Vegetable
Production

An important production credit program will be
established to provicde the UCS with funds for an expan-
sion in the production of fruits and vegetables by the
producer-merber. The implementation of this phase of the
Project will reguire 3 peison-months of technical assigs-
tance at the start of the project.

6. Inputs

The inputs required and deemed sufficient to produce the
outputs in the preceding section are described below.

('000 US §)
a. USAID ' Total $5,000
(1) Technical Assistance $ 1,237

The Project will provide 7 staff years
of long-term technical expertise, and
3 staff years of consultancies as described
in Annex VI. The staffing pattern is
as follows:

Marketing Advisor - 3 staff years
Sales Consultant - 2 staff years
Operations Specialist -~ 2 staff years

The job descriptions of the long-term tech-
nicians dre shown in Annex VI. Consultancies
will be provided in the following areas:
Grades and Standards, Maintenance and
Accounting and Finance.

(2) Training S 198

Training will provide for 72 person
months of long-term U.S. training for 6
participants in the fields of marketing and
business administration; 99 person months of
short-term training for 42 participants for
in-coutnry and U.S. training. The proposed
participant training schedule is shown in
Annex VI. These participants will be train-
ed in packing shed operations, refrigerated
storage techniques, truck scheduling and
maintenance, export market analysis, and
wholesale market inspection. Training will
also be provided by the contract technicians
in their areas of specialigation.
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The Project's training schedule has been
designed for cormpleticn at the end of the
second Project year.

(3) Revolvinag Loan Furd $ 3,350

The Project will provide for the exten-
sicn of $ 3,350,000 of credit to the approx-
imate small and medium sized Egyptian farmers
within the project areas. The Cairo Bank
will be the banking channel through which
production loans to the participating co-
overative sociecties are disbursed.

(4) Ewaluation $_ 49
(5) Inflation Allowance $ 146
(6) Contingency $ 20
b. UCS/GOEL/ Total $ 4,580
(1) Wages and Salaries 676
(2) Physical Assets 3,679
(3) Training 40
(4) Inflation Allowance 185
wi 1D
c. IBRD : Total S 9,635
(1) Construction 6,471
(2) Commodities 956
(3) Inflation Allowance 1,465
(4) Contingency - 743

7. Important Assumptions

Important assumptions related to the achieve-
ment of project objectives are indicated in the
Logical Framework Matrix, Annex II. Among the
external factors over which the UCS has little or
no control are: continued emphasis on fruit and
vegetable production, and trainees return to
positions in critical areas.

1/ The inputs described in this subsection refer to UCS inputs only.
Additionally, the GOE, through the Ministry of Agriculture, has
tentatively agreed to supply two vehicles for the U.S. advisors
and 3 refrigerated over-the-road vans. Back-up vehicles and
equipment support has been included in the IBRD loan in case
the GOE cannot provide the equipment.
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IV. Project Analysis

A. Economic Analysis

The economic analysis shows that the project is economically
profitable, giving an internal rate of return of over 16% with
a ten vear planning period. This estimate is based on cost and
benefit cstimates shown in Table IV-1l. The estimate is con-
servative in terms of benefits to the target group and the rate
of adi9tion of project technology by other farmers in the Project
area.= The calculation of the expected return is based primarily
cn an increase in the net farm income of the targyet group and
curing the latter part of the Project period to only 25 percent
of other farmers in the project governorates. Benefits were
calculated separately for each group. Because much of the proposed
project is institution building rather than directly productive,
indirect benefits of the Project as well as direct benefits will
be sigrnificant.

In the case of a marketing project of this nature, it is
clearly not feasible to conduct separate cost-benefit analyses
for each component. A cost-effectiveness analysis may be used
to estimate the value of the Project compared to the current status.
The Project will reduce the cost of marketing fruits. and vegetables
via systems efficiencies and other production services provided UCS
members. Thus, the Project activities will become more cost-
effective. Alternative approaches include focussing on specific
segments of the production and marketing system--such as assembly,
handling, warehousing, transportation, credit, selling, etc.

l. Benefit Stream

The overall project benefits are twofold, i.e., an
increase in net farm income to the producer member and other
fruit and vegetable farmers in the project area, and an
increase in supply and quality of horticulture crops for
consumers. The specific target group of this project is
that of small farmers located in the pilot project area.
These farmers are principally fruit and vegetable growers.
Some undertake joint production schemes, others farm inde-
pendently. According to census data over 50 percent are
tenants; farming land of others. BAll of them will benefit
from an improved marketing system, storage facilities and
increased working capital. A survey of producer members of
the United Cooperative Society shows that the average
producer-member cultivates less than 5 feddans of land--
over 50 percent of the producers farm less than 2 feddans,
see Annex Table 7. The data indicate that the UCS farmer-
member is representative of the total farm population, both
as to size and income.

1/ Other farmers in the Project area will adopt, unassisted, the
cooperative program as a result of demonstrated production credit
accessibility and higher net income potential.
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Table IV 1
Project Cost-Benefit Analysis
(S 7000
80 81 82 83 84 85 86 87 gg . 8% kI Total
costsd/
Project Total 10,230 . 5,566 1,597 169 169 169 169 169 169 ) 169 169 18, 74%
Benefitsl/
UCS members - 162 375 682 1,157 1,914 3,165 4,698 6,536 8,967 12,900 40,556
Other farmers - - - - a‘750 1,575 1,73¢ 1,905 2,100 2,300 2,500 12,860
Total - 162 375 682 1,907 3,489 4,895 6,603 8,636 11,267 15,400 53,416
Net Benefits -10,230 ~-5,404 ~1,222 513 1,738 3,320 4,726 6,434 8,467 11,098 15,231 34,671
Present Value
16% -10,230 -4,658 - 908 329 960 1,581 1,940 2,276 2,582 2,918 3,451 241
17% -10,230 ~ 893 320 927 1,514 1,842 2,143 2,411 2,701 3,168 - 716

~4,619

Net Present Value

16% :
17% :~716
IRR :

B/C ratio ‘
{undiscounted) :

2.8

1/ Excludes inflation
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Annex Tables 8 and 9 show that the present average
annual net farm income per feddan for small producers
(1 - 2 feddans) is about 90 - 100 dollars. The project
design team conservatively estimated that the fruit and
vegetable farmer cultivates an average 3 feddans of land.
Thus, the present total annual net farm income for the 10,000
UCS members 1s approximately $ 3.0 million. A 20 percent in-
crease in annual net income for UCS members would result in a
total net income increase of about $ 600,000. See Annex VII
for projected membership and.benefit flow for the UCS.

It is intended that the pilot marketing system serve as
a functional mocdel to aid the small farmer through the
marketing process. In the four governorates within which
project facilities are %o be located there are over 200,000
nonmember producers of horticultural crops. An increase in
net income of five percent for only 25 percent of the non-
member producers would be equal to $ 15 per operator or
$ 750,000 per year.

Benefits will also-accrue to consumers (mostly in urban
areas) from the increased supply and quality of fruit and
vegetables. The distribution of project benefits between
producers and consumers is related to the domestic income
and demand elasticity for fruits and vegetables. Providing
services to producers of horticultural crops will become
more cost-effective. The Project. will move agriculture in.
Egypt one step toward competitive production and marketing.

a. Lower Operating Costs

Production and marketing costs will be reduced as a
direct result of this Project. Lower costs will result
from increased volumes, modern and efficient facilities,
improved management expertise, and loss reduction.

b. Improved Services to UCS Members

The small farmer producer member will have access to
improved services, i.e., production lodns for input
purchases, an assured market outlet, more knowledgeable
management, modern facilities, et¢.

c. Increased Net Income for the Small Farmer

Project activities will increase the net income for
UCS members and other small farmers in the project area
by reducing the cost per unit of marketed product.

2. Benefit/Cost Analysis

Costs were defined to include the direct project costs
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of AID, UCS and the IBRD and the on-~going staff and
operating expenses of UCS.

It is expected that the Project will significantly re-
duce the costs to the UCS and the producer-member. These
cost reductions have not been incorporated into the benefit/
cost analysis. These cost savings, however, will enable the
UCS to provide greater producer-member services at the same
cost. In other words the UCS operations will become more
cost-effective (as described in a, b and c above).

Table IV-1 shows costs over the 10 year period to be
$ 18.7 million and benefits as $ 53.4 million. The resultant
benefit/cost ratio is 2.8.

B. Social Soundness

The project design takes into consideration the social con-
text in which it is staged and it is felt that cooperatives are
responsive’ to the needs of the small farmer and other partici-
pants in the rural society.

Cocperatives have played an important role in the Egyptian
society since 1952. Even though farmers are "forced" to belong
to the Gcvernment Cooperative system, and do not always approve
of the manner in which they operate, the exposure has brought
about a modicum of acceptance to the cooperative way of doing
business that would not have otherwise occurred. The "forced"
participation of farmers in cooperatives has developed an under-
standing of cooperatives, and has created a desire to form and
participate in those of their own choosing. The private coopera-
tive societies are rapidly increasing in membership and will con-
tinue to be an important institution in the rural areas.

The cooperative institution is one that fosters social inter-
action among its members and searches out leadership. The farmer
himself will have to become the "Board of Directors" and each
farmer will have a voice in the decisions of the cooperative.

The Project will, therefore, encourage leadership, greater self-
reliance, and social interaction.

Table IV-2 shows a projected breakout of benefits expected to
accrue to the UCS farmer-member. Nearly 55,000 small farmers will
have utilized loans totaling more than $ 20 million by 1984,

The revolving loan fund will increase nearly 50 percent and if
merbers save an additional L.E. 12 (as shown in Annex Table 5)
this fund alone will amount to approximately $ 754 thousand.
Improved quality and direct market savings should show a sub-
stantial return to members by 1984.



Table IV-2 UCS - Projected Benefits to Members, 1980-1984

Loans tol/ Loan Fund 2/ Members Producing3/ Direct Market
Patrons Gxowth Member Savings= Improved Quality~ Savings A/
(Number) (000 L.E.) (L.E.) {Number) (Percent)

1980 9,314 2.53 77,194 1,000 0

1981 . 9,778 2.79 166,905 2,200 3

1982 10,796 3.07 . 270,651 3,500 6

1983 11,902 3.39 ;390,134 4,900 9

1984 13,122 3.73 | 527,239 6,400 12

1/ Average loan calculated at L.E. 250. Nearly L.E. 14 million will be loaned to members
over the 5 year period, (based on nearly 55,000 members receiving a loan over the period).

2/ Saving L.E. 12 per year at 7 percent interest.
3/ Quality improvement could return as much as 10 percent over market price.

4/ As a result of improved marketing capabilities.

-z Z-



-23-

1. Beneficiaries

The Project is aimed at the poorer segment of society,
the small peasant fruit ond vegetable producer who has less
than 5 feddans of land. 71he target group that will most
directly benefit from project activities are the present
l0,000—projfcted 25,100 fruit and vegetable producer-members
of the UCS.Y/ These fruit and vegetable farmers and their
marketing cooperatives are located in the governorates of
Alexandria, Beheira, Gharbia and Menufia. 1In these four
governorates there are an additional 200,000 producers of
horticulitural crops that will receive indirect benefits
frem many of the project activities. The UCS will market
produce for nonmembers as well as members. The project
marketing system is intended to serve as a functional guide
to aid farmers in marketing their crops. Therefore, lower
operating costs and efficiencies should accrue from effi-
ciencies achieved throughout the production, processing and
marketing of horticultural crops.

On-farm benefits--will accrue from the project's
revolving fund which will provide more loanable funds for
improved production inputs to small producers. Inputs will
include improved varieties of seeds and information relating
to marketing of members' horticultural crops. The Project
will improve present services to small farmers and extend
several additional services to them. The small farmer will
also be provided with more employment opportunities both on
farm ané in marketing activities.

Consumers will be major beneficiaries of the proposed
project through an iacreased higher quality food supply.
All income groups are traditionally, relatively "high
consumers" of fruits and vegetables (see Figure 1). Thus,
both the rural and urban consumer will benefit.

2. Spread Effect

There are no known significant socio-cultural constraints
to the spread of project benefits. Geographical spread with-
in the next decade will be limited to irrigated land in Egypt
which is not required to produce quotas of specified crops
such as cotton, rice, wheat, etc. Irrigated areas in the
proximity of urban centers and ports have an advantage over
those further away. In general, irrigated areas tetween
Cairo and Alexandria are favored for fruit and vegetable
production. There are farm leaders in Egypt outside the
project area that are profit oriented and will be observing
project results relating to production of horticultural crops.

1/ See Annex VII for a further description of the target farmer
and his cooperative organization.



Figure 1 Estimated Consumption of Vegetables and Fruit per Capita
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The hicher the profit incentive the faster benefits will
spread to other Egyptian producers of fruit and vegetables.

3. Role of Women

Egyptian women currently play an active parc in financial
lnanagement and family decision-making. Women are also active
in field work, food processing, fruit and vegetable harvesting,
and marketing.

An increased number of women will work in cooperative
offices, major collection centers for fruit and vegetables,
and in the centers for the distributicn of production inputs
to UCS farm operators. Increased employment of women will
be required for the operation of the new production and
shiprent centers, the new fruit and vegetable plants, and
the inter-communication system. Many of these opportunities
will be a considerable improvement over current activities.
Women owners and operators of fruit and vegetable farms in
the Project will obtain benefits equally with others. Women
will also benefit as users and consumers of improved fruit
and vegetables.

The UC5 has approximately 11 women employees or 1l percent
of the tctal staff of 106 full time employees. Large numbers
of seasonal emplovees work during periods of harvesting,
processing and transporting of fruits and vegetables. Approxi-
mately 75 percent of these are women. The UCS will be encour-
aged to continue and expand upon hiring women and to allow
women to become bonafide cooperative members.

C. Technical Feasibility

Implementation of the pilot project presents few technical
difficulties. The technologies to be used have been proven in
prior experience in Eagypt and elsewhere. From a technical stand-
point the Project consists of three components designed to over-
come the marketing constraints delineated in Section III. The
Project will provide, (1) technical assistance and training,

(2) "seed capital" so that the pilot cooperative will have
adecuate capital to expand memberships and to increase the size
and number of production loans, and (3) the necessary basic
physical infrastructure for a pilot marketing activity.

1. Technical Assistance and Training

This component will be financed by AID under the grant
through a host country contract. The costs, kinds, amounts,
timing, and etc. for the technical assistance and training
have been identified by the project team and arc set forth in
the appropriate sections of this paper. This component
addresses the institutional development needs of the pilot
cooperative. The GOE and management in the cooperative



Dl

26—

recognize that augmentation of managerial competence at
various levels is a serious need and are anxious to imple-
ment this aspect of the Project. A major portion of the
training for personnel of the cooperative will be performed
in-country by the technical assistance advisors. However,
to allow for opportunities for key personnel to attend long
and short-term training courses, regional conferences and
technical meetings, and to study organizations and methods
at similar institutions, funds for participant training have
been provided.

2. Revolving Loan Fund

This component will help alleviate what has been identi-
fied as a major constraint on the ability of the cooperative
to meet members' needs and will encourage additional interest
by farmers in marketing through the cooperative and becoming
active cooperative members or reactivating membership. Im-
proved ‘management practices will be introduced to ensure
project success. The techniques to be introduced are standard
for cooperative marketing operations in more developed systems.
A credit specialist has been included in the project design
to develop the recommended procedures outlined in the economic
analysis. Increased availability of credit to the farmer will
enable the producer-member to adopt vield-increasing measures
to meet the income growth targets outlined in the economic
analysis.

3. Physical Infrastructure

The physical infrastructure component of the Project
consists of: (a) the construction of storage and handling
facilities for perishable commodities in the production and
consumption centers, and (b) the purchase of perishables
transport equipment. The design, equipping and location of
these physical facilities are aimed at substantially reducing
physical losses and storage and handling costs while providing

‘'small and medium size producers greater accessibility to the

market and ensuring that products flowing through the system
reach consumers at fair prices with a minimum bf deterioration
and spoilage. The.IBRD will finance this component of the
Project. The estimated costs for the physical infrastructure
component are shown in the financial section of this paper.

hAdministrative Feasibility

The Cooperative Marketing project will be primarily carried

out by the United Cooperative Society. The UCS is a newly
created Apex Cooperative Marketing Organization formed explicitly
to implement this Project. Figure 2 shows the organizational
structure of the UCS. The proposed marketing and operational
plan and by-laws of the UCS are shown in Annex VII. Other
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Egyptian institutions to be involved in project administration
will be Misr Bank, and the Ministry of Agriculture. The
heaviest responsibility will fall on the officials cf the UCS
and the cooperative boards of the four participating coopera-
tives of Alexandria, Beheira, Gharbia and Menufia.

Operationally the technical assistance to the Cooperatives
will be provided through the Office of the Undersecretary for
Cooperatives in the Ministry of Agriculture.l The Minister
of Agriculture shall appoint a gualified Egyptian Cooperative
Marketing Specialist as Director of UCS/MOA Affairs. In this
manner, the Project will develop an institutional capability to
extend such services beyond the initial pilot group and after
USAID financed personnel are phased out. Technical assistance
and training will be directed at upgrading the administrative
skills and capabilities of key UCS personnel, at enhancing manage=
ment control, and at developing information systems and procedures.
The four Ccoperativ: Organizations that united to form the UCS are
each, in their own right, established viable farmer marketing
cooperatives. They have a past history of marketing success as
attested to by their respective balance sheets shown in Annex VIII.

The administrative requirements for project implementation
are within the capacity of the UCS, MOA and participating co-ops.
The UCS is moving rapidly in increasing membership and the
financial soundness of *the society. Training of local managers
and *technical assistance (project activities) will support local
administrative activities and capabilities.

1. Existing Personnel Resources

The four cooperatives presently have in their employ
106 people. These individuals now carry out tasks represen-
tative of those planned within the Project. It is antici-
pated that existing qualified personnel will be assigned to
appropriate positions upon implementation of this Project.

2. Project Personnel Needs

Even though the four cooperatives have significant
numbers of trained people in their employ, there exists a
need for additional "specialized" employees and a need for
further training of a select group of management personnel.

3. Physical Facilities

The present inadequate facilities will be expanded with
IBRD funds to permit more efficient and effective marketing.

1/ CLUSA has submitted an operational program grant proposal to the
Mission for this project. If the CLUSA proposal is acceptable to
the Mission the USAID intends to contract with CLUSA, under its
Basic Order and Agreement to implement the Project.
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With the expansion will come a need for additional personnel
traired in the fields of plant management, grades and
standards, accounting, etc.

E. Environmental Concerns

No serious envirunmental impact is anticipated. The USAID
funded portion of the Project is for technical assistance,
training and credit. These funds are earmarked for increasing
the efficiency of activities already underway, i.e. producing,
processing, storing and transporting UCS members' production of
fruit and vegetables. an IBRD locan will finance minor construc-
tion and machinery purchases. Land use patterns will not be
changed sigrificantly. The percent of irrigated project area in
vegetables will increase by a few percentage points and less in-
tensive type crops will decline accordingly. Use of fertilizer
will be encouraged. Pesticide use will remain rather ccnstant
over the 10 year life of the Project. Improved physical infra-
structure will provide improved working conditions for current
emplovees. Project will provide some additional employment in the
project area. In total, however, impact on the environment is not
a concern in this Project. A negative determination of the Project
initial environmental examination was approved (see Annex XIII).
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V. Financial ?la» and Analvsis of UCS Financial Conditions

A. Source and ~pplication Funds

The project will be jointly financed by AID, IBRD and the
UCS/GCEZ. The total cost of the project is estimated at $ 19.2
millien. AID will provide a grant of §$ 5.0 million. The
IBPD will provide a loan of $ 9.6 million and the UCS/GOE
will contribute $ 4.3 ndllicn eguivalent in kind and cash,
or 242 of tctal project costs, or approximately 50% of AID -
UCS/GOE project costs, see Table V (2). Annex VIII shows the
projections of expenditures by fiscal year along with addi-
tional financial information.

The total AID input of $ 5.0 million will be provided in
FY 1979, subject to the availability of funds, in accord with
the proposed budget shown in Table V (1), and in block 11 of
the facesheet.

Table V (1,

AID Obligations by Fiscal Year

('000 US $)
Item FY 1979 Total
FX LC
AID Outputs:

Evaluation 40.3 9.0 49.3
Technical Ascistance 865.5 371.0 1,236.5
Training 8l.2 116.8 198.0
Revolving Fund - 3,350.0 ‘ 3,350.0
Subtotal 987.0 3,846.8 4,833.8

Inflation 94.9 51.5 146.4

Contingency 8.1 11.7 19.8
Total AID 1,090.0 3,910.0 5,000,0

AID funds will be utilized for all foreign exchange
requirements, which are estimated to be approximately
22 percent of the AID costs of the Project. Major components
of those costs will be procurement of technical contract
services along with participant training.

Approximately, 78 percent of the AID inputs to this
Project will be utilized for local currency funding.
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(2)

Summary Cost Estimate and Financial Plan

{*000 US §)

Cooperative Marketing Project 263-0095 17
AID GOE Comhbined IBRD =
Use FX LC Tataly (FX I.c Tota ) FX T.C Totaly { ¥X I.C Tota]
Technical Assistance 865.5 371.0 1,236.9 - - - 865.5 371.0 1,236.4 - - -
Training 81.2 116.8 1%8.0 - 40.0 40.4 A1.2 156.8 238.1% - - -
Revolving Loan Fund - 3,350.0 3,350.9 - - - - 3,350.0 3,13150.0 - -~ -
Wagas and Salaries - - - - 675.6 675.4 - 675.6 675.6 - - -
Physical Assets - - ~ - 3,678.8 3,678.4 - 3,678.8 3,678.4 - - -
Evaluation 40.3 9.0 49.41 - - - 40.3 §.0 49.3 lconst)»6,471.0 6,471.d
Commodities g - - = - bt - - - 956.0 - 956.4a
Subtotal 987.0 3,846.8 4,833.9 | _ 4 394.4 4,394.4 987.0 8,241.2 9,228.2 | 4s56.0 6,471.0 7,427.
Inflation 94.9 51.5 146.4 - 185.8 185.4 94.9 237.3 332, 4 95.6 1,369.6 1,465.2
Contingency 8.1 11.7 19.3 - - - 8.1 11.7 l9.ﬂ 95.6 647.1 742. 7%
Project Total 1'0?9'0 3,910.0 S’OOOfJ - 4,580.2 4,580.2 1,090.0 £,490.2 9,580.2i |1,147.2 B,487.7 9,634.9
e O i g ad

1/ IBRD estimates are

not included in the combined total. The

combined total of all three

institutions is § 19.2 million,

B (3
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This will support the revolving loan fund component and
miscellaneous in-country support costs of the contract tech-
nicians. By the time this Project begins full implementation

and

the local expenditures will be required, Egypt will be

leaving the status of an excess currency country. AID in
certain specified types of project has provided dollar fund-
ing to purchase Egyptian pounds. The type of projects in-
clude these that would have a significant impact on meeting
the needs of the poor majority or that would encourage the
Egvptian Government to undertake new policy initiatives
affecting the country's poor that is otherwise not initiate.
The Cooperative Marketing Project meets beth these criteria.
Justification for the use of dollar funds in association
with local currency expenses is provided in Annex XI.

Table V (3) shows the estimated costing of project

inputs/outputs.

Financial Viability of the Project

Under this grant, the grantee is the Government of Egypt

and not the United Cooperative Society. The following dis-
cussion focuses on the financial viability of the UCS.

ll

Financial Analysis of.UCS

a. Summar

An examination of the financial reporting systems of
the United Cooperative Society (UCS) member cooperatives
indicates an adedquate continuity of year-end accounting
information for the purpose of determining the financial
position of each base organization. However, in analyz-
ing the financial data frequent inconsistencies in the
treatment of accounts were discovered making comparative
financial analysis both complex and unreliable. Addition-
ally, operational activities are poorly reported resulting
in a total lack of a cost information base for managerial
decisions. The deficiencies in the current financial
management reporting systems society necessitates a revi=-
sion of the general accounting and the introduction of
cost accounting procedures and management control systems.
Those changes will upgrade the quality of the financial
information enabling management to identify and conduct
organizational problems at the base cooperative level.

At the apex level UCS will benefit by beginning operations

with a fully functional financial reporting system and the

basis for forward planning of marketing ope.ations. Under

the Project UCS will provide the necessary technical assis-
tance .to bring about the changes in the existing reporting

system. -


http:tance.to

Table V (3)

d. Costing of Project Outputs/Inputs Egypt-Cooperative Marketing Project

FY 1980 - 1983
('000 U.5.9%)

PROJECT OUTPUTS*

Project Inputs Total 1 T2 3 4 5
. /

AID 4, 951L 480 1,150 321 156 2,844
Technical Assistance 1,237 371 371 248 120 127
Training : 198 59 59 40 20 20
Revolving loan fund 3,350 - 670 - - 2,680
Inflation 146 44 44 29 14 15
Contingency 20 6 6 4 2 2
GOE/UCS 4,580 1,192 1,653 824 444 467
Salaries & Wages 3,679 1,100 1,100 736 - 360 383
Training 40 12 12 8 4 4
Physical Assets 676 65 416 65 65 65
Inflation 185 15 125 15 15 15
IBRD : 9,635 960 4,830 1,925 960 960
Construction 6,471 650 3,250 1,271 650 650
Commodities 956 95 480 191 : 95 95
Inflation 1,465 145 740 290 145 145
Contingency 743 70 360 173 70 70

Total 19,166 2,632 7,633 3,070 . 1,560 4,271

Outputs are as follows:

1. Train cooperative marketing specialists

2. An efficient marketing system developed and in place

3. An effective cooperative administration unit in operation
'4. Improved quality control technology

5. Increased amount of loanable funds avallable in UCS system

-
{ s Evaluatioin Allswawce ok 4°\ oo el mc\w\gc&. (\uleu&ukk\ o costs Ztaf eg*d“ £.0 ”’)“’
- !
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b. General Condition of Financial Reports

The operating statements do not report sales or com-
missicns volumes in tons or other unit of measure to pro-
- vide a point of reference in assessing market operations.
Since only gross margins and general expenses are reported
results from operations by cost centers is impossible.

Balance sheets have acceptable current ratios, but
treatment of liability and capital accounts are not in
accordance with accepted accownting practice.

1. Additional to Financial Summary

A concept of financial planning, use of budgets and
cost accounting is totally absent in the UCS member
cooperatives. Marketing services for member farmers'
crops is only offered by one cooperative, Alexandria,
the other three cooperatives seldom participate in the
marketing function and act only as agents for crop
deliveries to wholesalers and exporters. These cooper-
atives receive a maximum commission of L.E. 1.5 for
potatoes and L.E. 2.0 for oranges per ton. Exporters,
in turn, are reported to clear a minimum of L.E. 30
per ton of potatoes. ’

c. Distribution of Net Margins

The UCS Project will promptly return to the member
cooperatives marketing margins after legal reserves and
the necessary working capital for the following fiscal
period. For full impact on the project the results of
the UCS marketing activity will be made available to all
cooperative farmer members indicating the margins obtained,
by product, and other pertinent marketing information.

d. Comparative Balance Sheets

Annex Table VIII (4) shows the comparative balance
sheets for the four UCS member cooperatives; Alexandria,
Beheira, Gharbia, and Menufia for the years 1977 and 1978
with a 1979 projection. In general terms, the current
ratio shown in Annex Table VIII (5) indicates a favorable
capacity of the cooperatives to pay short-term debts. In
the liquidity ratio (acid test) the cooperative's ability
to turn its assets into cash promptly to meet its lia-
bilities is equally favorable. The solvency and capital
turnover ratios noted will improve with the infusion of
project’'s and UCS member contributions and implementation
of the marketing plan (see Annex Table VIII (5) for other
financial ratios).
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Annex Table VIII (6) shows the consolidated balance
sheet for the four UCS member cooperatives with the re-
sultant financial ratios. It should be noted that the
equity capital estimates for 1979 are the highest for all
cooperatives since 1974. Annex Table VIII (7) shows UCS
profit and loss statement for 1977 and 1978 with 1979
projections.

2. Revolving Loan Fund

This pilot project addresses the need for an increased
line of credit so that the UCS will be in a pecsition to expand
its production credit program to its producer members. The
Project design team has set forth a workable, manageable,
viable and concise plan for the extension of $ 3,350,000 of
credit to the approximate 10,000/25,100 small and medium
sized farmers within the project area.

The revolving loan credit component is a grant by AID to
the GOE, who in turn, will grant the total sum to the UCS.
The mechanics of this fund is discussed in Section III.

The Project will start with the entire amount, $ 3,350,000
or L.E. 2,345,000, in the production credit revolving fund.
Therefore, the entire amount has been obligated in FY 1979 and
will be provided for use in FY 1980,

C. Pavyment of Funds and Audit

The specific procedures for payments under the Project will
be detailed in the Grant Agreement or in Project Implementation
Letters (PIL's). Payments will be made in accordance with U.S.
Government regulations and policies. Payment in dollars will
be either through direct letters of commitment or letters of com-
mitment to a U.S. bank. It is probable that payments for local
costs will be handled by an initial advance to the Grantee for
expenses anticipated for a period of three months. Accountability
would be every three months, and additional advances would be sub-
ject to the acceptability of such accountability by AID. The UCS
will develop a regular system and schedule to audit the financial
accounts established under the Project. This audit function will
be the sole responsibility of the UCS with such GOE audit assis-
tance as appropriate. In keeping with standard U.S.G. procedures,
AID reserves the right to audit U.S.G. financial goods and services.
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The pilot project will be implemented by the UCS in co-
oreration with the Ministry of Agriculture and the Cairo Bank.
A contractor, werking under a host country contract with the
UCS, will provide technical assistance and all other services,
once this contractor arrives. It is expected that full project
implementaticn will get underway early in FY 1980,

Project funds will flow to the contractor and to UCS through
the Cairo Earnk. There will be no commodity procurement with AID
funds, nor is there an AID funded construction component.

The USAID/Egvpt Assistant Director for Agricultural Develop-
ment or his designee, will have AID management responsibility.
Day-to-day monitoring will be by the appointed USAID project
officer. Arrangements for evaluation are covered in the

following section.

Key points in the implementation nlan are shown below--
a detailed implementation schedule is shown in Annex IX.

Implementation Plan

The following table shows the schedule for key implementa-
tion elements. See Annex IX for the detailed implementation

schedule.

Summrary of Annex IX Implementation Schedule

Implementation

Project Action Completion Date Month of Project Respconsibility
Project Management
Grant Agreement signed 8/79 0 AID/GOE
UCS Key Persconnel in place 8/79 0 GOE
CLUSA - GOE contract signed 9/79 1 CLUSA/GOE
CLUSA - USAID contract 9/79 1l CLUSA/USAID
MOA personnel in place 9/79 1 GOE
Team Arrives 10/79 2 Contractor
Implementation begins 11/79 3 Contractor/GOE
First Evaluation (external) 1/81 17 USAID )
Second Evaluation (external) 1/83 41 USAID
Team Departs 10/82 38 Contractor
Project Action
Revolving loan fund operation 1/80 5 Contractor/GOE
Initiate training program 4/80 8 Contractor/GOE
Establish Cairo Produce o

Market Office 6/80) 10 Contractor/GOE
Preparation of Operating

Manuals 12/80 16- Contractor/GOE
Training program complete 10/82 38 Contractor/GOE
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VII. Evaluation

The logical framework £or the Project, attachaed as Annex II,
outlines the criteria for measuring both the progress of the
Project in terms of achievement of outputs and the effectiveness
of the Project in terms of improving UCS's marketing policies and
procedures,

Continuous internal evaluations and three annuval evaluations are
scheduled to insure that project objectives and commitments are met.

A. Internal Evaluations

The internal "in-house" evaluations by the contractor and the
UCS staff are to insure that all project activities are being
directed toward the achievement of project outputs and purpose.
The form and scheduling of reviews will be left to the discretion
of project management. The intent of these evaluations is to
empha51 e the need to examine progress on a con’inuing basis to
insure project effectiveness.

B. Annual Evaluations

USAID/Egypt, through its project manager will annually examine
project progress with the contractor and the UCS staff. These
evaluations will be for the purpose of determining the fcllowing:

1. The projected volume of products, by product, compared to
products actually marketed by UCS.

2. Changes in UCS member-producers' real net farm income.
This will be accomplished by "tracking" a sample of members'
income changes from 1978 to project completicn.

3. As soon after Grant Authorization as practical, the
technical services contractor, in collaboration with UCS
will develop a sample survey to determine nonmember income
in the pilot project area so that member income can be com-
pared to nonmember income on an annual basis.

4. The effectiveness of the revolving fund as indicated by
number of loans granted, utlllzatlon of funds, loan repayment,
etc.

5. Changes in financial ratios from 1978 to project completion.
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VIII. Ccnditicns, Covenants and Negotiating Status

Tae conditicns precedent to disbursement ana the covenants
of the Grant Agreement will incorporate the substance of the following:

A. Conditicns Precedenti/

l. Conditions Precedent to Initial Disbursement

r to any disbursement or to the issuance by AID of
aticn pursuant to which disbursement will be made,
ee shall, except as the parties may agree otherwise
g, furnisn to AID in form and substance satisfactory

*a, A statement of the names and titles with specimen
signatures of the persons who will act as the
representatives of the Grantee;

*h. Evidence of establishment of the United
Cooperative Socilety;

*c. Evicdence of the election of the Boaru of Directors
of UCS and a functional statemen: of the Board:;

d. Such other documentation as AID may require.

2. Conditions Precedent to Disbursement for Technical Services

Prior to any disbursement or to the issuance by AID of
documentation pursuant to which disbursement will be made for
technical services, the Grantee shall, except as the parties
may agree otherwise in writing, furnish to AID in form and
substance satisfactory to AID:

*a, Evidence of an executed contract with a contractor
acceptable to AID for the technical advisory services
for the Project; :

b. Such other documentation as AID may require.

3. Conditions Precedent to Disbursement for Revolving
Loan Fund |

Prior tu any disbursement or to the issuance by AID of
documentation pursuant to which disbursement will be made for
revolving loan funds, the Grantee shall, in writing, furnish to
AID in form and substance satisfactory to AID:

1/ Those conditilons precedent and covenants which are marked with an
asterisk will be included in the P2AF, Part 2.
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*a, Grantee shall establish a cooperative Revolving
Loan Fund in the Cairo Bank for funds to be relent
exclusively to United Ccoperative Society;

*b., United Cooperative Society shall furnish a statement
as to the general lending policies of the fund, the terms
and ccnditions upon which subloans will be made;

*c. United Cooperative Society shall furnish a plan for
obtaining the participation of an increasing number of
lower inccme farmers in this portion of the Project:

d. Such other documentation as AID may regquire.

Covenants

Special Ccvenants

In addition to the standard covenants which will be included

in the Grant Agreement, USAID will include in the Grant Agreement
the standard Special Covenant as set forth in Handbook 3 with
regard to Project Evaluation,

Additionally, USAID will include the following Special

Covenants, in the Grant Agreement:

*1, Execution of the Project

The Grantee shall cause the Project to be carried out in
conformance with all the plans, specifications and with all
modifications the:rein approved by AID pursuant to the Agreement,
including the provision, on a timely basis, of necessary local
currency and in kind support as specified in the Agreement and
its Annexes.

*2, The Grantee shall submit for AID approval prior to imple-
mentation, issuance or execution, all plans, schedules,
contracts, and all modifications to these documents.

*3, The Grantee shall diligently seek to obtain on a timely
basis sufficient funds, from sources acceptable to AID, to
construct the facilities and purchase the commodities necessary
to effectively market the production of farmer-members of UCS.

*4, The Grantee agrees to exercise its best efforts to insti-
tute appropriate fertilizer distribution policies in the pilot
area in order to assist the Project in reaching the objective
of stimulating production of fruit and vegetables.

*5. Within 90 days of the arrival of the technical services
contractor in Egypt, the UCS and the contractor shall
establish a time-phased implementation plan for the conduct
of the Project activities.

No other Special Covenants are deemed necessary, as the
Conditions Precedent to Disbursement once satisfied, will
furnish all of the necessary assurances.
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Annex I (A)

Citrus Exportation

The legislative prohibition on providing export assistance
for crops injurious to U.S. products (namely citrus) will not
be violated in this project, see the following:

l. This pilot project is directed primarily toward
domestic market imprpvement.

2. Fruit growers in general will receive no more than
10 percent of the total production credit made
available under the loan/grant (citrus growers even less).

3. All technical assistance and training will be directed
toward crops other than citrus.

4. The physical infrastructure to be provided under the
IBRD loan will be for processing produce other than
citrus.

5. Pinally, projected citrus production vs. projected
domestic demand indicates Egypt will have difficulty
meeting domestic needs in short run.

The forgoing statements reflect the precautions which the
project design team took to insure that this project would not
fund any activity related to citrus production or marketing.

It is the Mission's belief that the effect of this project on
U.S. citrus will be non-existent. However, as an added safeguard
the Mission intends to monitor this aspect cv a continuing basis.



Project title and Number:

ANNEX I1

LOGICAL FRAMEWOUREK

Cooperative Marketing 263-0095

Narrative Sunmary

Objectively Verifiable Indicators

Means of
Verification

Total A.I.Q;_iuﬂglyﬂ<jm1,9501003
Irportant Assurption

Goal:

To raise small and medium
size farmer's income

by reducing costs of
perishable crops to
consumers.

Measures of Goal Achievements:
-Real Income to the Praoducer-member
will have increased,

-Quality and quantity of domestic
F & vV will have increased,

Farm income and price
data and quality
control data.

Kasurptions Tor Achievind
Geal Targetss
GNE will continue to
enphasize fruit and
vegetable production.

Project Purpose:

Increase the efficiency and
effectiveness of farmers'
agricultural marketing
cooperatives and expand
their outreach to small and
medium size farmers.
Production increase of 20%.

-UCS cooperative will be efficiently
operating in four project
governorates i.e. Alexandria,
Beheira, Gharbia and Menufia,

-UCS Menmbership increase,

-Reduced losses of F & V
between producer and consumer,

Time series information
stating the number of
participating members.
Volume of fruit and
vegetables handled.
Financial statement of
cooperatives and a
financial analysis,

Trained participants wil}
return ta posltions in
critical areas. GOE
maintains corwnitment
to project.

Qutputs:
I. Traln cooperative

marketing specialists.

2. An efficient marketing
system developed and
in place.

3. An effective cooperative
administrative unit
in operation.

4. Improved quality control
technology.

5. Increased amount of
loanable funds available
in UCS system,

Magnitude of Outputs:

-48 trained staff members,
~ 4 handling and, processing
facilities and Cairo market
in operation,
~facility and transportation
equipment in place
(see detailed description),
-trvained staff,

~grades and standards understood
and used for buying/selling,

-an estimated additional
loans made to producer-members,

UCS records
Project evaiuation
Professional judgement

Trainees assigned to
positions trained for,

GOF maintains commitment
to project, i.e., no

serious detrimental F ¢
price regulation change,

Inputs:
USAID:

Technical Assistance
Marketing Advisor
Sales Consultant
Operations technician
Consultants

Training
Long-term
Short-term

IBRD
Construction
Commodities

See detailed budget.

USAID Records
UCS Records
IBRD Records

AID, IBRD and UCS
provide goods and
services on time
a3 required,




£601:2  ANNEX III

ARAB REPUDLIC OF EGYPT

BEST AVAILABLE COPY

MINISTRY OF AGPRICULTURE

Vice \INISTER'S OFFICE

Coiro, June 17, 1979

iiry Doneld S, 2Erowm
azency for Intermationzl Develognient ACTIAN + f/ 7’.7 5

- v b = CTIOX e} ! - p
American Zabassy '~ / Q<4 )

Ceiro, Zrypt “TTION Taxzn gm0 &

Dear I’r., Browm:

The Goverauernt of thie Arab Rerublic of Zopt ie desirous
ing @ dition~7 stens to improve cooperative marieting in Zrpu,
snecifically providing assisionce to the United Cooperstive Society.

based unon the findinss of CLUSA and the recormendztions
of <the joint 4I5-30C feasibility study tecn, it haos been decided to
move anead on a coonerative morleting prosran vo improve tiie nerieting
of fruits and vesetabvles, e would hope to accozplisn this by upsrad-
ing the facilities and personnel such that coonerative marizeins func-
tions can be periormed more elliciently and eifectively,
P

We hereby request AID assistence in our efforts to impve
the marleting system for fruits and vezetiables,

lizjor elenenis of the proposed AID assistance will be
( ) develonment of menagement exvertise, (b) creation of a revolving
loan fund for increased production of fruits and vesetables and (c)
providing technical and advanced training for personnel involved in the
project,

Subject to the favorable consideration of this request we
would lilke to initiate this project as soon as possible.




Annex 1V

Major Constraints to Production and Marketing Fruits and Vegetables

The Project will focus on two problem areas, they are,
(1) production and (2) marketing. The production constraint will
be addressed by the AID credit component. The credit fund will
provide the UCS producer-member with sufficient funds to purchase
the needed production inputs, primarily fertilizer. This approach
is designed to alleviate the constraint that exists at the farm
level.

As fruit and vegetable production increases an increasing
pressure will be placed upon the primitive marketing system, thus
exacerbating an already serious situation.

The major fruit and vegetable marketing constraints are
summarized below:

1. There is no pre-cooling to remove field heat prior to
shipment. The practice of cutting leafy vegetables and melons
in the heat of the day and allowing them to stand in the field
or along the roadside until picked up for shipment to market
is a basic cause of existing heavy losses.

2. Failure to select and pack by grades and standards prior

to shipment makes it difficult to relate market news to
shipping or buying decisions. Each sack or crate must be in-
spected to determiane its average value--an operation that takes
time, causes damage and makes it difficult to relate to otheér
sales transactions for price comparison purposes.

3. PFailure to select for quality and grade at the producer
level is price depressing to the producer--since the sharp
discounts made for field-run produce reduces the farm prices
received. Unsaleable products reaching the market incur
unnecessary transportation and handling costs which then must
be borne by the saleable products.

4. Containers presently in use not only fail to adequately
protect the product in shipment, but often actually damage
the produce. Inadequate packing methods add to the losses.

5. Little or no refrigeration facilities are available to-
the small farmer, small middle men, or retailers.

6. Distribution is effected primarily through utilization

of animal drawn carts. This results in slow product movement
undesirable temperature fluctuations, inefficient size lots,
damaged product due to rough handling, and perhaps most
serious of all, contaminated produce.



7. Excessive losses at the retail level. The uneven quality
causes consumers to0 "pick over" the produce, damaging it,
Facilities are not adequate for handling highly perishable
products ancé even at the retail level there is a lack of
adeguate cold holding storage and produce-handling expertise

8. Lack of up-to~date, sanitary, cleaning, processing and
packing facilities.

9. Producer delivery of field-run, uncured ané immature
products, affecting both the appearance and keeping guality.

10. Most produce meves through two or more wholesale hands
on the way <o the retailer. Because of the heavy losses due
to improper handling ané storage the retail price can be
2 to 3 times the price paid the prcducer. Data in Table
show that the lowest marginal increase from farmgate to
retailer is 23 percent for potatoes and the highest is 266
percent for artichokes and 250 percent for pears.
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Annex VI

Egypt - Cooperative Marketing Project

TRAINING PROGRAM

- Fiscal Years -

1980 1981

1982

Classification

iAcademic - U.S.:

Marketing
(3 participants)

Business Administration
(3 participants)

Technical - In-Country:

Packing Shed Operations
(12 participants)

Refrigerated Storage
{ 6 participants)

Truck Scheduling
& Maintenance
( 6 participants)

Special - U.S.:

Export Market
(12 participants)

Wholesale Markets
Inspection _
( 6 participants)

(Total participants - 48)

M/M

Quarters Quarters

Quarters

36

36

24

24

15

2 3

18

——

— o o = o — ]

R o it 1

— —— o i

171

30 60 24 15 24 12

+




Annex VI Egypt — COOPERATIVE MARKETING PROJECT
Schedule of Technical Assistance
) - Fiscal Years -
1980 198 1 198 2
Quarters Quarters Quarters
Classification M/M] 1 2 3 4 1 2 3 4 1 2 3 4
Long-Term:
Marketing Advisor 36| ~————d-—m— e e e e
Sales Consultant 24 ————emme e e e A
Operations Specialist 24 | 1 1 fe--- ———— e SRS RS R P F—
Short-Term:
Grades & Standards
Technician 12 e el LS
Maintenance Specialist 2 [ R AR SR PR BEatat bty bty
Accounting &
Financial Advisor 12| ————————g ]
Total 1201 -6 6 12 12 12 12 15 15 9 9 6 6




Annex VI Project Jot Descriptions

for the Technical Advisors

Marketing Advisor - To provide the leadership for the

institutional development technicians and to initiate
the implementation plan.

Accounting and Finance Specialist - To design and develop

the financial reporting system for the UCS.

Sales Consultant - Develop the sales strategy for the

domestic and export markets.
Operations Technician - To develop proper techniques for
handling crops before and after harvesting.

Grades and Standards Specialist - For the deve.opment of

grades and standards classifications and maintenance of
quality controls of horticultural crops.

Maintenance Technician - For the design of preventive

maintenance schedules for all machinery and eguipment

and maintenance manuals.

Summary of work plans for the technical team follows:

l-

Marketing Advisor - 3 years

Team Leader for the Developmenﬁ and implemeptaﬁion phase

of the project. The advisor shall have a broad experience

in cocperative marketing of agricultural crops. His scope

of work will include the following activities:

a. Assist the cooperatives and the UCS in the preparation
of a marketing strategy to channel horticultural crops

into domestic and export markets.



Guide the UCS Board of Directors in defining the duties
and responsibilities of the Board in the formulation of
general andé marketing policies; the selection and com-
pensation of managerial personnel; the delegation of
operational authority; and the evaluation of results.
Assist the cooperatives and the UCS in the documentation
of duties and responsibilities of the managerial staff

for the effective execution of policies established by

the Board of Directors.

Coordinate the activities of the technical assistance
team with the Board of Directors and.the Cooperative
Management Staff. Assist in the selection of counterparts
for the T.A. team.

In_addition to the day-to-day joint'activitie;, prepare
and present to the Board of Directors and key managerial
staff a monthly.progress report of the accomplishments and

problems of implementing the project.

Sales Consultant - 2 years

.The Sales Consultant shall have experience in the operations

of a viable sales organization with special emphasis in

export markets for horticultural crops; His ﬁrincipal re-=

sponsibilities shall include the ﬁollowing:

a,.

Assist the UCS in the organization of a Sales Department
that will effectively distribute members' production into

the commercial channels at optimum returns to the farmer.



b. Seek out new markets, domestic and foreign, for
cooperative produce.

c. Assist the UCS in the penetration of the existing export
markets comprising the Eastern and Western European
countries, as well as the Arab countries with top quality
horticultural products.

d. Guide management in ;he negotiations and contractual
arrangements for foreign sales.

Operations Technician - 2 years

.The Operations Technician shall have experience in the utilization
of production inputs, fertilizefs, hybrid seeds and planting’
patterns. He shall be familiar with post-harvest care and
processing of fresh fruits and vegetables. -Principal dﬁties of
the technician follow :

a. Assist farmers and managemént in the proper utilization of
new hybrid seeds _for méximum yvields and quality of horti-
cultural crops. |

b. Advise farmers on optimum harvest time to assure best
maturity demands of consumer markets.

c. Assist the processing center management in the organization
of the field harvest, t;ansportation, and processing of
hortiqultural crops.

d. Train processing center personnel in the proper utilization
of receiving, cleaning/washing, packaging, pre-~cooling and

cold storage equipment and facilities.



Short-term Consultants Country M/M
Various 36

Purpose: To provide additional expertise in the fields of:

a. Grades & Standards - To assure a uniform quality of

horticultural crops for domestic and export markets
according to the specifications of each distribution
channel.

b. Maintenance - To provide a preventative schedule for

the upkeep of machinery, equipment, and property to
insure peak performance and long life of fixed assets.

c. Accounting & Finance - For the establishment of a

uniform accounting system and to expedite financial
and operational information for timely administrative

decisions.



ANNEX VII

The United Cooperative Society;JUCS)é/

The Members and Bocard of Directors of the four base
cooperatives voted to unite and form a central cooperative
marketing society to market members' produce, i.e., fruits and

vegetables. This action resulted in the legal formation of the

UCS. The following information has been presented to give the
reader a more complete picture of the UCS.

l. Organization and Operation

UCS was organized in 1978 under the Egyptian statute

governing cooperatives. The Board of Directors consists of
12 members. Number of members entitled to vote total
approximately 10,000, all of which are producers of fruits
and vegetables. Each member is the holder of one fully paid
share of common stock valued at L.E.!5. UCS's personnel
consists of 106 full-time employees - total annual salaries
for these emplovees during 1978 was L.E. 42,660 plus other
benefits, see table VII (2). Average salary per employee
per year was L.E. 402--this figures to be L.E. 34 per month.
Other benefits amounted to L.E. 75,518, or L.E. 712 per year
per emplovee, or L.E. 60 per emplovee per month. Total
compensation per month per full time employee was L.E. 94.

Total labor costs to UCS during 1978 was L.E. 118,178,

The assets and estimated market value of those assets
to UCS are shown in the following table:

Table VII (1) UCS Asse*s and Market Value (L.E.)

Assets - Alexandria |Beheira |Gharbia | Menufia
Tand area 7061 M°| none | 3 feds. 7250 M

value L.E. 1,114,859 none Q0,000 700,00Q1,904,85¢9
Building & Cold Stores| 222,000 rione [235,000 go,000
Equipment none. 6,000 6,000 25,000
Inventory 4,132 62,120 11,000 16,488
Total Value 1,340,991 68,120 |342,000 ) 821,4882,572,59¢

1/ The material presented in this section is based on reports
prepared by the project design team. Data shown for UCS
Represents base cooperatives combined information.



Table VII (2)

Personnel, utilization, compensation and other benefits

for UCS for 1978

Alexandria Beheira Gharbia Menufia Total
Administration 4 6 4 3 17
Accounts 11 8 5 6 31
Marketing 12 4 3 7 26
Clerk 2 1 2 1 6
Others 10 5 6 5 26

Total 39 25 20 22 106

Annual Salaries LE 14,550 9,864 7,896 10,350 42,660
Supplement to Equivalent 30% of the 40% of the 25% of the
the salaries two months salaries salaries salaries

salary L.E. 2,960 L.E. 3,160 L.E. 2,590 11,135

per annum'

L.E.2,425
Rewards (irregular)|{L.E. 718 1,688 2,012 1,113 5,531
Estimated
by the Board
Annual Bonus 35% of the 10% of the 10% of the 10% of the

net profit net profit net profit net profit

for the for all the| for all the | for all the

Sales employees employees employees

Managers =

32,227

5% for the

rest 2,880

Total :

LE 35,107 L.E.8,039 L.E. 3,158 L.E. 1,981 48,285
Other Benefits
1. Social Insurance 3,110 11,604 2,181 2,867 9,762
2. Health Insurance 518 none none 281 799




The following is a summarization of the present contractual
arrangements the Zour base cooperatives have with producers.

a. Beheira, Gharbia and Menufia Cooperatives contract with
farmers who receive potato seeds. Farmers agree to sell
their crop to the cooperatives during a specified period.
The prices are fixed weekly by the Hich Committee for
potatoes which is of representatives of cooperatives,
exporters, Ministries of Agriculture, Supply, and

Foreign Trade. 1In the same time these 3 cooperatives

make contracts wiith exporters; governmental companies or
private exporters, to provide them with certain quantities
during March and April.

b. Alexandria Cooperative offers seasonal production loans
to its members and contracts with them to provide their
fruit and vegetable production to be sold in the wholesale
market of production which belongs to the cooperative. The
only condition is that the value of the farmer's production
provided to the cooperative must be at least twice the loan
offered to him.

c. Beheira cooperative contracts orange producers to deliver
their production to Wadi Company, a governmental company,
through Beheira cooperative. Wadi company determines the
prices. '

Annex table 2 shows 1977 production costs, yields, farm income,
and marketing margin data for selected horticultural crops.
Estimated marketing margins per ton for prlmary buyer/wholesaler
ranges from L.E. 1.5 per hundred units of artichokes to L.E. 100
per ton for pears. For both items the marketing margin is a
100 percent increase.

Estimated marketing margins per ton fpr retailer ranges
from L.E. 1 for artichokes to L.E. 50 for pears. The percentage
increase is 33.3 percent for artichokes and 25 percent for pears.
The lowest marginal increase from farmgate to retailer is 23
percent for potatos and the highest is 266 percent for artichokes
and 250 percent for pears. The margins calculated in Annex table 2
are representative of the¢ industry.

2. Products Handled and Services Offered

The following products were handled by the four base
cooperatives during 1978.



Menufia

Vegetables Potatoes, Tomatoes, French beans,
Carrots, Cucumbers, Peas, Bellpepper,
Squash, Cabbage, Cauliflower,
Watermelcns, Blackeye beans, Eggplant

Fruits Oranges, Grapes, Pears, Plums, Bananas

Gharbia

Vegetables Pcotatoes, Bellpeppe:,.Tomatogs,
French beans, Carrots, Peas, Cucumbers

Fruits Citrus, Pears

Beheira

Vegetables Potatoes, Tomatoes, French beans,
Artichqke, Soybeans, Blackeye beans,
Watermelons

Fruits Citrus, Date palm, Pears, Guava, Grapes

Alexandria

Vegetables Tomatoes, Potatoes, Sguash, Cabbage,
Eggplant, Cauliflower, French beans

Fruits ) Figs, Grapes, Guava, Olives, Citrus,

Pears

The services pro?ided by the farm base cooperatives
during 1978 were as follows:

a. Input supplies - Vegetable seeds, insecticides, sacks
miscellaneous equipment and other supplies. The four
cooperatives finances producers cost of seed and
insecticides until crop is harvested.

b. Processing, storage, etc. - Storage is supplied
for vegetable seed including potatoes limited storage
for potatoes and some other vegetables until sold.
Some processing facilities are provided for vegetables
and fruit. :

c. Product sales - UCS will determine conformance to
standards and grades, operation of collection stations,
transportation from collection station to processing
centers anéd to both domestic and export markets.



Table VII(3) shows plantings and production of selected _
horticultural crops for the project area for 1977. Production of
these crops is guite substantial indicating that the UCS will have
an adequate supply source.

The UCS will concentrate its resources on crops that offer the
best potential in both marketing and production terms.
Horticultural crops selected are:

Potatoes Carrots
Tomatoes Peas
Cucumbers Artichokes
French Beans Oranges
Bell Peppers Pears

By specializing in a limited number of crops for which UCA has
a genuine comparative advantage it will have a competitive edge at
times when markets are over-supplied and prices low. Likewise,
UCS will be better prepared to cope with climatic and biological
problems by having the specialized resources and skills available
to combat them. Additionally, specialized facilities designed for-
particular crops are more technically efficient and economically
effective than equipment designed for multi-crop use. Lastly, in
Ecypt, dealers specialize in certain crops and operate in a fairly
“large agricultural area using local buyers, while cooperatives
handle all local produce. Thus, a dealer for a given product in
a certain area can gain marketing control of that product, to which
the cooperatives do not have access.

Table VII(4) prcjects UCS sales from 1980 through 1984 for the
horticultural crops that will be marketed. Projections are also
given for farmgate costs of sales, gross margins to be generated
and gross margin as a percent of sales.

Table VII(5) shows the projected yield increases that will
result from project activities. The project design team has cal-
culated that there will be an across the board increase of 30
percent. An integral part of production increase is reduction in
waste and spoilage. The project has been designed to reduce waste/
spoilage by approximately 25 percent, (this is felt to be a very
conservative estimate). :

Table VII(6) shows present membership and projections through
1990. UCS membership for May 1979 was 8,700. The UCS has, since
May, been conducting a very intensive membership of approximately
15 percent or 1,300 new members. Thus, the project should start
(FY 1980) with a minimum 10,000 members. The project design team
calculates that over 25,000 small fruit and vegetable farmers will
hold membership in UCS by 1990.
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Table VII(4)

UCS PROJECTED MARKETINGS (Sales)

1980 - 1984
. 1980 1981 1982 1983 1984
Description Tons Amount Tons Amount Tons AmqQunt Tons Amount TOons Amount
Sales
Potatoes 20,262 1,519,650 25,131 1,935,087 30,785 2,432,015 37,335 2,986,800 44,904 3,592,320
Vegeﬁables 65,346 3,219,597 81,050 4,317,533 99,286 5,686,109 120,409 7,495,460 144,819 9,014,982
Fruit 6,042 525,320 7,899 755,144 9,180 941,868 11,146 1,203,768 13,390 1,446,120

Total Sales 91,650 5,274,567 114,080 7,007,764 139,251 9,059,992 ° 169,890 11,686,028 203,113 14,053,422
Farmgate
Cost of Sales
Potatoes 1,479,109 },834,557 2,247,333 2,725,454 3,277,977
Vegetzbles 2,958,218 3,669,115 4,494,666 5,450,907 6,555,955
Fruit . 493,036 611,519 749,111 908,484 1,092,659

Total Farmgate ’ .

Cost of Sales 4,930,363 6,115,191 7,491,110 9,084,845 10,926,591
Gross Margin ' 344,204 892,573 r,Sea,aaz 2,601,183 3,126,831
Gross Margin as a .

Percent of Sales 6.53 12.74 17.31 22,25 22.25



Table VII(5) -~ Egypt, Total Plantincs, Production and Yields for Selected Vegetable Crops

for Base Governorates, 1977,

with Projected Yield Increases for UCS members, 1980-84

1977 -- Total Plantings, Production

& Yield - Base Governorates 1980 1981 1982 1983 1964 Percentage

Product Incrcase

Feddans Tons vielal/ vieldl/ Yieldl/ vie1al/ vie1al/ vielal/ 1977-1984
Potatoes . . 102,253 661,667 6.47 7.12 7.44 7.76 8.09 8.41 29.9
Tomatoes 68,931 501,399 7.27 8.00 ° 8.36 8.72 9.09 9.45 3.0
Cucumbers 11,108 ' 71,002 6.39 7.03 7.35 7.67 7.99 8.31 . 3o.0
French Beans 10,475 37,924 3.62 3.98 4.16 4.34 4.53 4.70 29.8
Bell Peppers - 6,104 - 35,508 5.82 6.40 6.69 6.088 7.28 7.57 30.0
Carrots 2,929 20 .255 ©6.92 7.61 7.95 8.30 8.65 9.00 "30.0
Peas : 3,340 6,657 1.99 2.119 2.29 2.39 2.49 2.59 30.0
Artichokes 990 ' 34,650* . . * i * 38.85* 30.0
Oranges 50,176 319,421 6.37 - — - - - -
Pears ) . 4,195 25,971 6.14 . - - - T - 8.05 31.1

1/ Yield in tons per feddan.
* Units = 1 unit = 35,000 artichokes.

Note:The 30 percent projected yield increases will result from utilization
of the credit fund, technical assistance and training. For further
Information regarding plantings, production, and yield analysis see -
feasibility study report by Herman G. Obregon, 6/79.

The projected yield increases will be used as an evaluation measure.



Table VII(6)

Number of Members
Cumulative Increase - %

Marketings = Tons
Cumulative Increase - %

. Marketing Sales

Cumulative Increase - $

Gross Margins From Sales

Gross Margin - % of Sales

ucs Projeéted Membership & Marketings

1980 - 1984

1980 1981 1982 1983 1984
9,778 10,796 11,902 13,122 14,468

- 10 © 22 24 48
91,650 114,080 139,281 168,890 203,113

- 24 52 84 122
5,274,567 7,007,764 9,059,992 11,686,028 14,053,422

- 33 72 122 166
344,204 892,573 1,568,882 2,601,183 3,126,831
6.53 12.74 ©17.31 22.25 22.25




Annex VIII

Explanatory Notes

Cost Estimates

Egvpt Cooperative Marketing Project

FY 1978 - 1983

l. Estimates: Prepared May - June 1979 by USAID/Egypt and
Project Design Consulting Teamn.

2. Conversion Rate: U.S. $1 = L.E. .70

3. AID Fiscal Year: October to September following year.

4. Technical Assistance:

‘a. U.S. Technicians:

Estimates are based on recent Mission experience. The
estimates include salaries, fringe benefits, post differeﬁtial,
travel to and from post for technicians and dependents, U.S.
storage, HEE and car shipment, R & R, educational allowance,
Marine inéurénce, and institutional overhead of 30 percent.

b. ZEcgvptian Project Personnel:

Based on GOE salaries shown in Annex VII.

5. Participants:

a. Long-term Training, U.S.: Calculated at $ 13,200 per year;

based on current costs.

b. Short-term Training, out of country: Calculated at $ 14,400

per vear; based on current costs.

c. In Country Trainihg: Calculated at $00 per month.

6. Construction/Commodities: Based on consulting team estimates.

IBRD will provide detailed estimates as this is an IBRD component.



Note: 1Inflation (Percent)
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I0 2T 33 496

Annex table VIII-1 Expenditure Schedule, USAID*

Egypt Cooperative Marketing Project

FY 1980 ~ 1983
(000 U.S. %)

FY 80 FYy 81 FY 82 FY 83 Total
Total $3,890.6  $ 737.3 $372.1 §__- . $_5.000.0
E. Tzachnical Assistance 372.2 © 612.5 372.1 ' - 1,356.8
1. Cooperative Marketing
Technician 123.0 123.0 123.0 - 369.0
2. Cooperative Sales
Technician 61.5 123.0 61.5 - 246.0
3. Cooperative Operations
Technician - 123.0 123.0 - 246.0
4. Consultants 187.7 187.8 - - 375.5
5. Inflation Allowance - 55.7 64.6 - 120.3
B. Training 0 168.4 ' 75.5 ' - - 243.9
1. Marketing 39.6 39.6 - - 79.2
2. Technical 72.0 - - - 72.0
3. Specialized 28.8 18.0 - - 46.8
4. Inflation Allowance 14.0 12.1 - - 26.1
5. Contingency 14.0 5.8 - - 19.8
C. Revolving Loan Fund ~ 3,350.0 = = L= - '3,350.0
D. Evaluation 49.3 ___49.3

*prepared May 1979, by USAID/Egypt and contract design team.
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Annex table VIII-2 = Expenditure Schedule, UCS/GOE

Egypt Cooperative Marketing Project

FY 1980 - 1983
(000 U.S. )

FY 80 FY 81 FY 82 FY 83 Total

Total $ 3,884.6 § 224.4 $ 224.6 $ 246.6 $ 4,580.2

A. Wage & Salary Costsl/ 185.8 _204.4 224.6 246.6 861.4
l. Annual Salaries 61.0 61.0 61.0 61.0 244.0
2. Supplement to Salaries 15.9 15.9 15.9 15.9 63.6
3. Rewards/Incentives 7.9 7.9 7.9 7.9 31.6
4. Annual Bonus 69.0 69.0 _ 69.30 69.0 276.0
5. Fringe Benefits . 15.1 - 15.1 -15.1 15.1 60.4
6. Inflation Allowance 16.9 35.5 55.7 77.7 185.8
B. Physical Assetsl/ -'3,678;3 : - - - 3,678.8
C. Training 20.ﬁ 20.0 ) - - . 40.0

1/ See Annex Vil for detailed breakdown.
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US &« GOE 80 81 82 83
10 21 33 96
Annex table VIII-3 Expenditure Schedule, IBRD

Egypt Cooperative Marketing Project

FY 1980 - 1983
- ('000 U.S. 9)

FY 80 FY 81 FY 82 FY 83 Total
Total $_1,602.8  $.6,239.3  $_1,601.6  $__ - $_9,634.9
A. Construction " 646.8 - 6,239.3 1,601.6 - 8,487.7
1. Alexandria _— 3,369.0 - - 3,369.0
2. Beheira - 1,324.0 - - 1,324.0
3. Gharbia - - -560.0 - ' 560.0
4, Menufia - - '560.0 - 560.0
5. Cairo - 70.0 - - 70.0
6. A & E Services 588.0 - - - 588.0
7. Inflation Allowance - 1,000.0 3€. .6 - 1,369.6
8. Contingency 58.8 476.5 112.0 - 647.1
B. Commoditi=s 1,147.2 ' - | .— - 1,147.2
1. Commodities 956.0 - - - 956.0
2. Inflation Allowance 95.6 - - - 95.6

3. Contingency » .95.6 - - - 95.6
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Annex IX

Egypt — COOPERATIVE MARKETING pkOJECT

Schedule of Project Activities

- Fiscal Years -

NO.

Activity Description

Action

1579

1980

1981

Ouarters

Quarters

Quarters

1982
Quarters

Starting point - project -
paper prepared and approved
by AID/Egypt

Grant agreement signed

Complete ccnditions:

precedent

-~ Governmental and
legal constraints

- UCS Organizational
structure

— Schedule of technical
assistance

- Training program

Recruit Technical
Assistance team (RFP) -
Host Countract signed

. Determine and obtain

necessary UCS personnel,
adequate office machinery
and equipment and temporary
office space. Provide
staff transportation

AID/Egypt

AID/E - GOE

GOE
ucs

Contractor-ucCs
Contractor-ucCs

AID - UCS

ucs

3

11213

i1

2

3

1

2

3

—— ] e




Annex IX

Egypt - COOPERATIVE MAPKETING PROJECT

Schedule of Project Activitie:

-~ Fiscal Years -

No.

Activity Description

Action

1979

Quarters

1980

198

1

198

2

Qu

arters

Quarters

Quarters

Complete recruitment and
selection of National
counterparts for T.A. team
and select training program
candidates

Initiate fielding of

T.

A. team

Marketing advisor
Financial consultant
Sales consultant
Operations specialist
Grades and standards
technician
Maintenance specialist

Initiate training program

Export market
investigation
Packing and shed
operations
Refrigerated storage
operations

Truck scheduling

and maintenance
Academic-Marketing & B.A.
Wholesale markets
inspection

Initiate loan program

ucs

Contractor-ucs

Contractor-ucs

3

1

2] 3

1

2

3: 4

1

2

3

|

= —

-~

-

e

-y




Annex IX

Egypt - COOPERATIVE MARKETING PROJECT

Schedule of Project Activities

- Fiscal Years -

No.

Activity Description

Action

1979

KQuarters

198

0

1981

Quarters

Quarters

1982

Quarters

le.

11

12.

13.

14.

15.

le.

C
]

C

Establish Cairo produce
market office

Complete selection of
building sites and acquire
land titles

Contract architectural and
engineering services

Complete design and speci-
fications of packing sheds
and fruit and potato lines

ontract construction
ervices .

omplete construction of

packing sheds, and fruit

a

p

—

nd potato lines

repare operating manuals
Accounting and
financial procedures’
Grades and Standards
handbook

Packing shed opera’ions
Maintenance schedule
Sales proéocedures

ucs

UCS - IBRD

UCS - IBRD

uUcs

IBRD

ucs IBRD

ucs IBRD

UCS-Contractor

3

1

2

3

1

2

3

1

2

3

r——.——

7

—]




Annex IX

Egypt ~ COCPERATIVE MARKETING PROJECT

Schedule of Project Activities

- Fiscal Years -

No,

Activity Description

Action

1979

1980

Quarters

Quarters

198

1

198

2

Quarters

Quarters

17.

18.

19.

20.

21'

22.

Complete design and speci-
fications of Alexandria
shipment center and UCS
Headquarters oifice

Contract construction
services

Complete construction of
Alexandria and Suez port
shipment center

Determine and complete
transportation fleet

requirements and speci-
fications of equipment

Complete procurement of
transportation fleet
and equipment

Determine and complete
intercommunication system
design and specifications

ucs

ucs

ucs

ucs

ucs

Ucs

IBRD

IBRD

IBRD

IBRD

IBRD

IBRD

3

1

2

3

1

2

3

1

2

3

——— g




Annex IX

Egypt - COOPERATIVE MARKETING PROJECT

Schedule of Project Activities

- Fiscal Years -

N‘o‘

Activity Description

Action

1979

1980

Quarters

Quarters

1981

19872

Quarters

Quarters

23.

24,

25.

26.

27'

Contract procurement and -
installation of inter-
communication system

Prepare and submit to AID
a quarterly progress report
of project implementation

Conduct yearly exterual
evaluation of project and
submit recommendations for
improving implementation
performance activities

Incorporate into following
year work plan all recom-
mendations of previous
year's evaluation

Final evaluation and
end of project report

UCS - IBRD

Ucs

UCS - GOE
AID
UCS - AID

UCS - GOE
AID

3

1

2

3

1

2

3

41 1

2

3

-——




ANNEX X

$C(2) - PRUJECT CHECKLIST

Lrced Saliow aze astatutory .riteria spplicable generally to proiects
wirl, FAA funds and prnject criterla applicable =, individua? fund
aovrces: Development Assistarce with a subcasiegory for cisteria
applicable only to loans); and Economic Support Fund.

CRCSS PFEFERENCES: IS COUNTRY CHECKLIST UP T0 DATE?

HAS STANDARD ITEM CHECKLIST BEE REVIEWED
FGR THIS PRLJECT?

A. GENERAL CRITERIA FOR PRCJECT

l. FY 76 App. Act Unnumbered; FAA (a) Congressional notification
Scc. ©33(b); Sec. 634A. will be submitted following
(a) Describe how Committees on Mission approval,
Appropriations of Senate and House (b) Yes

have been or will be nctified
concerning the project; (b) is
assiagtance within (Operational
Year Budget) country or interna-
ticnal oryanization allocation
reported to Congress (or not more
than Sl million over cthat figure)?

2. FAA Sec, 611(a) (1). Prior to (a) Yes. Firm financial plans
opiigaticn in excess of §$10C,000, have been developed as a
will there be (a) englaeering, part of the project paper
financial, and other plans neces=~ (b) Yes :

sary to cacry out the assistance
and (b) & reasonably firm egstimate
of the cost to the U.S. of the
essistance? ' ’

3. FAA Sec. 611(e) (2). 1If further
legislacive action is required
within recipient country, what ie None- required
basis for reasonable expectation
that suca action will be completed
in time to permit orderly
accomplishment of purpoae of the
assistance?

4, TFAA Sec. 711(b); FY 79 App. Act
Sec. 101. 1If for water or water- Not applicable
related land resource gonstructien,
has project met the standards and
criteria as per the Principles and
Standards for Planning Water and
Related Land Resocurces dated
October 25, 19737




FAA Srnc, 611(e). 1If project is

capital essistance (e.g., con-
struction), and all U.S.
sdsigcani+ for 1t will exceed §1
million, has Mission Director
certificd and Regilonal Assistanc
Adlominiscrator tax=en into consider-
atiocn the countr:'s capability
effectively te waintain and
utilize the project?

TAA Sec. 209. 1Is project

suscuptibvle of execution as par:

of regionel or wmulrilateral
preject? If so, why 1is project
not so cxXecuted? Information and
conclusion whether assistance
vill encourage regional develcp-
ment programs.

FAA Scc. 601(a). Information

and conclusions whether project
will encourage efrorts of the
country to: (a) increase the

flow of internaticnal trade;

(b) foszer private initiative

and competition; (c¢) encourage
development and use of cooperatlves,
credit unions, and savings and loan
associations; (d) discourage
monopelistic practices; (e) impcove
technical efficiency of industry,
agriculture and commerce; and

(f£) strengthen free labor unions.

FAA Sec. 601(b). Information and

conclusion on how project will
encourage U.S. private trade and
Investment abroad and encourage
private U,S. participation in
foreign assistance programs
(including use of private trade
channels and the services of U.S.
private enterprise).

FAA Sec. 612(b); Sec..636(h).

Degcribe steps taken to assure that,
to the maximum extant possible, the
country is contributing local
currencies to meet the, cost of
contractual and other services, and
foreign currencies owned by che U.S.
are utilized to meet the cost of
contractual and other services.

Yes

The project is not susceptable
to execution as a regional or
multilateral project.
Assistance is not expected to
encourage regional development
programs although there may be
minor regional benefits.

The project will (&) increase
trade by promoting agricultural
production, (b) foster private
initiative in handling of inputs,
(c) strengthen integration of
cooperatives and other credit
institutions, (d) support growth
of a free market for inputs, and
(e} increase the technical ef-
ficiency of agriculture and the
government sector serving it.
Labor unions will not be
affected.

A large portion of services and
commodities will have their
source and origin in the U.S.

A large portion of services and
commodities will be procured
from U.S. private enterprise.

The Grant Agreement will
so provide.



B.

10.

11.

PAA Sec. 612(d). Does cthe U.S. own

exccss fcreign currency of the
counzry and, if sc, what arrangue-
gents have becen made for {its
release?

FAA Sec. 601(e). Wwill the project

utilize compertitive selection
procedures for the awarding of con-
tracts, cxcept where applicable
procurecent rules 2llow otherwise?

FY 79 Apon. Act Sec. 608, If

assistance {s for the production
f agé,;gmmodi:y for export, 1is che

QL2
/Iu | faSgtes

INEIY “td be in surplus on world
markets at the time the resulting

productive capacity becomes operative,

and is such assistance likely to

cause substantial injury to U.S.

producers of the same, similar or
comperting commedity?

FUNDING CRITERIA FOR PROJECT

1.

Development Assistance Project Criteria

281la.

a. FAA Sec. 102(b); 111; 113;

(a) effeczively involve the poor in
developmeut, by extending access to
econcmy at local level, incréasing
labor-intensive production and the
use of appropriate technology,
spreading investment out from cities
to small towns and rural areas, and
insuring wide participation of the
poor in the benefits of development
on a sustained basis, using the
appropriate U.S. institutions; (b)

help develop cocoperatives, especially

by technical assistance, to assist
rural and uzuan poor to help them-

selves toward betcer life, and other-

wise encourage democratic private
and local governmental institutions;

(c) support the self-help efforts of
developing countries; (d).promote the

participation of women in the
national economies of developing

Extent to which activity will

Yes, but see Annex XI for a
request for a determination
under Section 612(b) that U.S.
dollars may be used to procure
local cur-ency for this project
notwithstanding the avail-
ability of excess local
currency.

Yes

No.

Not applicable



ceuntries and the improvement of
vomen's scatus; and (e) utilize
and 2ncourage reglonal cooperation
by develnpinyg countries?

b. FAA Sec. 103, 1034, 104, 105
106, 107. 1Is asslstance being nade
available: (include only
applicable paregraph which corre-
sponds to source of funds used. If
more than one fund source {s uscd
for prcject, include relevant
paragraph for each fund source).

(1) (1C3) for agriculture, rural
development or nutrition; 1f so,
extant to which activity is
specifically designed to increace
productivity and income of rural
poor; (103A) if for agricultural
research, 13 full account taken of
needs of small farmers;

(2) (104) for population planning
under sec. 104(b) or health under
sec., 104(c); 1if so, extent to
which activity emphusizes low~ccst;
incteygrated delivery systems for
health, nutricion and family
planning for the pocrest people,
with particular atten:tion to the
needs cof merthers and young child-
ren, using paramedical end
auxiliary medical personnel,
clinics and nhealth posts, commer-
cial distribucrion systems and
other modes of community research.

(3) (105) for education, public
administration, or human resources
development; 1if so, extent to which
activity screngthens nonformal
education, makes formal aducation
more relevanc, especially for rural
families and urban poor, or
strengthens management capability
of institutions enabling the

poor to participate in development;

(4) (106} for technical assistance,
energy, research, reconstruction,
and selected development problems;
if so, extent activity is:


http:low-c.st

({) ctechnical cooperation and
development, egpecilally with U.S.
private and voluntary, or
regional and international dev-
elopoment, crgenizations;

(11) to help alleviate enargy
problems;

(111) research into, and evalu-
ation of, economic development
processes and techniques;

(4iv) reconstructicn after natural
or manmade disaster;

(v) for speclal development
problem, a~d to enable proper
utilizaticn of earlier U.S. infra-
structure, etc., assistance;

(vi) Ffor pvoprams of urban
development, especially small labor-
intensive enterprises, marketing
svgtems, and financial or other
institutions to help urban poor
participate in econom!~ and social
development.

c. (107) is appropriate effort
placed on use of appropriate technology?

d.. FAA Sec. 110(a). Will the
recipient country provide at least
257 of the costs of the program,
project, or activity with respect
to which the assistance 18 to be
furnished (or has the latter cost-
sharing requirement been waived for
a "relatively least-developed"
country)?

e. FAA Sec. 110(b). Will grant
capital assistance be disbursed for
project over more than 3 years? If
8o, has justification sgatisfactory
to Congress been made, and efforts
for other financing, or is the
recipient country "relatively least.
developed"?

f. FAA Sec. 2B1(b). Describe
extent to which program recognizes
the particular needs, desires, and



(8]

capacities of the people of {he
country; utilizes the country 4
intellectual resourcas to
ancourage instirutional deveiovp-
ment; and supports civil edveatica
and <training in skills rage’ved
for effective particiyetlioan In
governmental and policizal
srocessesg egsential ti self-
government,

g. TFAA Sec. 122(b). Does the
activity give reasonable promise
of contributing to the develop-
ment of economic resources, Or
to the increase of productive
capacicies and self-sustaining
economic growth?

Development Assistance Project
Criteria (Loans Only)

a. FAA Sec., 122(b). Information
and conclusion on capacity of the
country to repay the loan,
including reasonableness of
repayment prospects.

b, FAA Sec. 620(d) . 'If assist-

ance 18 for any productive enterprise

Not applicable

which will compete in the U.S. with U.S,

enterprise, 1is there an agreement
by the recipient country to prevent
export to the U.S. of more than 207
of the enterprise's annual pro-

duction during the life of the loan?

Project Criceris .".lely for Economic

Support FU'E

a. FAA Se:. 531(a). Will this
aggsistance support and promote
economic ¢r political stability?
To the extent possible, does it
reflect the policy directions of
section 1027

b. FAA Sec. 533. Will agsistance
under this chapter be used for
military, or paramilitary
activitiesn?

This assistance will support
economic stability by
promoting a sound rural
econcmy and encouraging
greater participation by
small farmers in cooperative
business enterprises.



Liasted below are
provizions of an
in the agrecment

5C(3) = STANDARD ITEM CHECKLIST

statutory items which normally will be covered routinely in those
asslstance agreement dealing with its implementation, or covered
by imposing limits on certain uses of funds.

These {tems are arranged urder the general headings of (A) Procurement,

(B) Conszruccica,

A. Procurement

1.

6.

FAA Sec. 602Z. Are there arrange-

ments to permit U.S. small
business to participate equitably
in the furnishing of gocds aad
gervices financed?

FAL Sec. 604(a). Will all

cozmodity procurement financed bLe
from the U.S. except as other-
wise determined by the President
or unde. “clegation from him?

FAA Sec. 634(d). If the

cooperaring country discrininaces
against U.S. marine insurance
companies, will agreement

require that marine insurance be
placed in the U.S. on commodities
financed?

FAA Sec. 604(e). 1If oftshore

procurement of agricultural
commedity or product is to be
financed, 18 there provision
against such procurement when
the domestic price of such
commodity 1s less chan parity?

FAA Sec. 608(a). Will u.,S.

Government excess perscnal
property be utilized wherever
practicable in lieu of the
procurement of new items?

FAA Sec. 603. (a) Compliance

with requirement in seation 901(b)

of the Merchant Marine Act of 1936,

as amended, that at least 50 per
centum of the gross tonnage of

and (C) Ocnher Restrictions.

Goods and services to the
extent possible will be pro-
cured through competitive
procedures--will allow U.S3.
emall business to participate.

Yes

Egypt dces not discriminate
against U.S. marine insurance.
companies,

No such procurement is planned.

Yes

Not applicable



commodizies (computed geparately
for dry bulk carrierz, dry zirgo
iners, and tankers) financed

shall be zransported on

privately ocwmned U.S.-Ilag com

mercial vessels tc the extent

that such veggels are available at
fair and reasonable rates.

7. FAA Sez. 621, 1If technical asgist-
ance is financed, will such
agsistance be furnished to the Yes
fullest extent practicable as goods
and prefessional and other
gervices from private enterprise
on & contract basis? 1If the
facilicies of other Federal
agencies will be utilized, are
they particularly sui:table, not
competitive with private enterprise,
and made available without undue:
interference with domesgtic
programsg?

8. 1International Air Transport.
Fair "ompetitive Practices Act,
1874, If air transportation of Yes
versong or property is financed on
grant basis, will provision be
made that U.S.-flag carriers will
be utilized to the extent such
gervic.y {s available?

9. FY 79 App. Act Sec. 105. Does
the contract for procurement contain
a provision auinorizing the term- It will so provide
ination of such contract for the
convenience of the United States?

B. Construction

1. FAA Sec. 601(d). 1If a capital
(e.g., construction) project, are
engineering and professional
cervices of U.S. firms and their Yes
affiliates te be used to the
maximua extrf consistent with the
national interest?

2. FAA Sec. 611(c). If contracts for
construction are to be financed, Yes
will they be let on a competi-
tive basis to maximum extent
practicable?
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FAA Sec. 520/x). If for comstruction
of productive enterprise, will
aggregate value o °ysistance to

be furntshed by the U.S. not exceed
$100 million?

Other Restrictions

1.

FAA Sec. 122(e). If development
loan, {s interest rate at least
2% per annum during grace period
and at least 3% per annum there-

after?

FAA Sec. 3C1(d). If fund i3’
cszatlished golely by U.S.
contributions and administered
by an international organization,
does Comptroller General have
audit rights?

FAA Sec. 620(h), Do arrangements
preclude promoting or assisting
the foreign aid projectsr or
activicies of Communist-bloc
countries, contrary to the best
interests of the U.S.?

FAA Sec. 63%7!), 1Is financiang not

permitted to be used, without
waiver, for purchase, long-term
lease, or exchange of motor
vehicle manufactured outside the
U.S., or guaranty of such
transaction?

Will arrangementa preclude use of
financing:

a. TFAA Sec. 104(f). To pay for
performance of abortions or to
motivate or coerce persons to
practice abortions, to pay for
performance of involuntary .
sterllization, or to coerce or
provide financial incentive to

any persor to undergo sterilization?

b. FAA Sec. 620(g). To
compensate owners for exproprtated
nationalized property?

NOot

Not

Yes

Yes

Yes

Yes

applicable

applicable

applicable



—lom

¢. FAA Sec. 660. To finance
policu training or other law
exfercezant adcietance, exielpt
for Larcolics rogramm’

d. FAA Sec. 662. For Cla
activiziasg?

e. FY 79 by, Aot Sec. 104,
Ty ] AL, 2R
Beealdl) privroialt

€, »
.y 447

£, Ft 79 fuu. Act Sec. 106,
To pay L.N., assessments?

g. Y 79 App. Act Sec. 107,

To carry out provisions of

FAA secticns 209(d) and 251(h)?
(Transfer of FAA funds to multi-
lazeral organizations for lending.)

h. Y 79 App. Act Scc. 112,

To finance cthe export of nuclear
equipment, fuel, or technology
or to train foreign nations in
nuclear fields?

i. FY 79 App. Act Sec. 601.
To be used for publicity or
propeganda purposes within U.S.
not authorized by Congress?

Yes

Yes

Yes

Yes

Yes

Yes



INNEX XI Egypt: Cooperative
Marketing Project
263=-0095

Recormmendaticns tc Purchase Ecvptian Pounds
with U.S. Dollars

Over the life of the Project $ 3,901,000 will be used tJ
support local currency expenditures *hat the Egyptian Govarnment
will make for specific items in support of this project. Dollar
funds will be used in assoclation with GOE disbursement of
Egyptian pounds Zor Zunding the rewvclving loan fund, the costs
of the travel, pver diem, and shiprent cf household effects of

ravel of Egvptian participents, rental cf office space, and
procurement of secretarial and interpreting services and related
miscellaneous ccsts, The Mission will purchase Egyptian pounds
with U.S. dollars provided by the Project. The Egyptian pounds
will in turn be macde available to the various apprcpriate
Egyptian entity(s) responsible for project implcmentation for
disbursement in accordance with the agreements reached between
USAID and the GOE in the Project Agreement. :

One reason for using dollar funds in conjunction with
Egyptien pound costs is that this represents an additional real
resource to the Egyptian economy and provides an inceative for
the Egyvptian Government to implement new initiatives-that other-
wise it might not be able to undertake. The Mission considered
the use of granting excess U.S.-owned local currency for these
Egyptian pouné costs; however, the use of existing U.S.-owned
local currency would add no additional real resources to the
economy. Given the GOE's need to restrict the growth in the
money supplv to correspond to the growth in real resource in
the economy, the inflationary impact of using U.S.-owned local
currency would have to be offset by reduced GOE disbursements of
other preograms. Maintaining this fiscal balance is also required
under the terms of the current IMP Standby Agreement with Eqypt--
which the U.S. and other donors have strongly supported.

Consequently, if U.S.-owned local currency were used, it
is doubtful that the various Egyptian entities could enter into
agreements since they would have to sustain budgetary cutbacks
in other areas. Even if the various Egyptian entities were to
obtain budgetary funds to provide it< full portion of project
costs, it is doubtful that it could commit them to this project
unless the added fillin of dollar funéing for local currency
costs were assured. Given the above considerations and the fact
that the Cocperative Marketing Project is fully consistent with the
Congressional Mandate of the Foreign Assistance Act to undertake
activities designed to improve the economic position and quality
of life of the poor majority, we have concluded Project's costs
should be dollar funded. -



ANNEX XII

Draft cf Proiect Description to be used

as Annex to the Project Grant Agreement

The Cooperative Marketing Project is designed to improve
the marketing svstem for £fruits and vegetables through:
(1) strengthening the pilot cooperatives' technical and adminis-
trative capacity for developing and executing sound marketing
policies and programs aimed at encouraging the production of
gualizy Zfruits and vegetables a% minimum cost to consumers;
(2) the provicion of "seed capital"” so that +the pilot co-
operative will have adeguate cacital to expand memberships
and to0 increase the size ard number of production loans; and
(3) providing basic physical infrastructure for a pilot co-
operative marketing activity.

The project contributed to the overall national goal of
increasing small and medium size farmer's incomes while simul-
taneously reducing costs of perishable crops to consumers.

The thrust of the project will be directed toward improving
capabilities in administration/management, financial operations,
grades and standards, marketing and sales, transportation,
credit, and facility-egquipment maintenance.

Administrative/Management

UCS managerent, inexperienced in Apex, or centrally managed
cooperative cperations, will be confronted with a wide range of
management problems/decisions. Thus, this activity will focus
on the need to provide policy guidance and to develop appro-
priate action policies

Financial Operations

The thrust of this activity will be to develop a sound
financial management system and to ensure effectlve utilization
of the AID financed revolv1ng loan fund.

Grades and Standards - Key, TA & Training

This activity will focus on the need to train UCS technicians
in mcthods of classifying products and meastring quality of
fresh fruits and vegetables.

Marketing - Sales

The main thrust of this activity will be to train UCS
personnel in efficlent methods of receiving, processing, storing
and distribution of produce. Additionally, market analysis,
sales policies, pricing techniques and other related activities
will receive close atteuntion.



Transportation

This activity will address the problems of an antiquated,
inefficient, and costly transporation system.

Revclving Loan rund

The pilot project will directly improve access to
inputs in the four governorates for small fruit and vegetable
growers through access to the AID loan fund. The project
design team has formulated a set cf guidelines for the
administration of this fund--they are set forth below:

Technical Services

The project will be implemented by the United Cooperative
Society under direction of the Minister of Agriculture.
Technical assistance and training program inputs will be
provided under a contract between a Project Contractor and
the Government of Egypt. - A Project Technical Manager will
be provided by the Project Contractor to assist and co-
ordinate all activities of the Project in Egypt for the
duration of the contract.

Commodities and Project Procurement

Procurement for the Project shall be by means of contracts
entered into by the UCS, firanced by IBRD. The Project Con-.
tractor shall assist the UCS in procurement as requested by
the UCS. ’

Evaluation

A comprehensive evalnation and —eview of the Project's
accomplishments will be conducted annually throughout the
life of the Project, to determine the effectiveness and utility
of completed activities. The evaluations will also serve as a
basis for determining the focus of future cooperative marketing
programs.



BEST AVAILABLE CGPY

Annex XIII ' USAID/CAIRO, EGYPT

THRESHOLD DECISION

BASED ON INITIAL ENVIRONMENTAL EXAMINATION

Project Location: Egypt

Project Title: Coopera‘““ive Marketing 263-0095
Funding (Fiscal Year and Amount): 1979-81 $4,905,000
IEE Prepared Byv: Gene Miller Date: Dec 15, 1978

Environmental Action Recommended: A negative determination

is recommended

ission Decision:

(Approval/Disapproval of Environmental Act109 Recommended

in the IEE)

Approved:

Disarproved:

L {
Date: )b/gézeé/

Clearances: _
,L(Environmental Coordinator ; :>_\& M. Date: 3}!2\ ‘7&

Legal: /i;;>?7§§223-- Date: [?/2>/2ff

. C I
TA: .. as~. ..Date: |7 /=1 /¢

P

.




Annex XIII INITIAL ENVIRONMENT EXAMINATION

NARRATIVE DISCUSSION

Proiject Locaticn: Egypt

Project Title: Cooperative Marketing 263-~0095

{Fiscal Year and Amount): 1979-81 54,905,000

IEE Prepared By: Gene Miller Date: Dec. 15, 1978

Action Recommended: A negative determina¥®ion is recommended.

Discussion of Major Environmental Relationships of Project
Relevant to Attached Impact Identification and Evaluation
Form:

This is5 a joirnt IBRD/AID project.i/. The project will assist
the cooperative marketing structure through the provision

of techniczl assistance and loan funds, the construction

0of collection and handling centers for fruits and vegetables
serving five governorates and the improvement of Alexandria
porv storage facilities.

The project will have a limited environmental impact, which
is expected to be positive on balance. The project will
generate slight increases in air pollution from truck
traZfic, and in air and water pollution from the operation
of the collecticn and handling centers. The centralization
0of prccessing activities may also place some strain on
local garbage disposal systems. Cons%truccion will generate
minor noise and dust pcllution, which will be tempcrary .and
highly localized. On the posiiive side, the reduction in
spoilage will generally result in an improvement of the
quality of the market environment, reducing health hazards
to workers and consumers.

_1/ IBRD to fund the physical infrastructure component;
AID will fund TA, training and funds for production
credit.



Annex XIII

IMPACT IDENTIFICATION AND EVALUATION FORM

Impact Areas and Sub-areas

A.

LAND USE

1.

Impact Identification
and Evaluation

Changing the charactor of the land through:

a. Increasing the population

b. Extracting natural resources

¢. Land clearing

d. Changing soil character
Altering natural defenses
Foreclosing important uses
Jeopafdizing man or his works

Other factors:

WATER QUALITY (Harbor Waters):

Physical state of water

Chemical and biologictl states

Ecological balance

Other factors:

No environmental impact
Little environmental impact
Moderate environmental impact
High environmental {impact
Unknown environmental impact

N

N

N

N
N
—_—
—_—
SIS . S
—_—
—_—nN
—N



Annex

XIII

IMPACT IDENTIFICATION AND EVALUATION FORM

cl

ATMOSPHERIC

1. Alr additives
2. Alr pollution
3. Noise pollution

4. Other factors:

NATURAL RESQURCES

1. Diversion altered use of water
2, Iireversible, inefficlent commitments

3. Other factors:

CULTURAL
1. Altering physical symbols

2. Dilution of cultural traditions

3. Other factors:

SOCIOECONOMIC

1. Changes in economic/employment patterns
2. Changes in population
3. Changes in cultural patterns

4, Other factors:

Page 4
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Annax XIII
AW ACT IDENTITICATION AND EVALUATION PORM

G. HEALTH
l. Changing a natural environment
2. Eliminating an ecosystem element
3. Other factors:
H. GENERAL
1. International impacts
2. Controversial impacts
3. Other factors:
I. OTHER POSSIBLE IMPACTS (not listed above) .
;o
& Cln
’,L;/fﬁt’,ot.( /7]’4" .
Prepared by: Cane Miller Date:
Project Location: Egypt

Project Title: Cooperative Marketing

Page §

1

11Nl

December 15,
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ANNEX X1V

Project Authorization

and Request for Allotment of Funds

Name of Country: Arab Republic
cf Eqvpt
rarr— e

Name of Project:

Cooperative Marketing

Number of Project: 263-0095

Pursuant to Part II, Chapter 4, Section 532 of the Foreign
Assistance Act of 1961, as amended, I hereby authorize a Grant
toc the arab Republic of Egypt (the "Cooperating Country") of not
to exceed four million nine hundred fifitv-one thousand United
States Dollars ($ 4,951,000) to assist in financing the foreign
exchange and local currency costs of goods and services reqnlred
for the Project as described in the following paragraph:

Descripticn of the Project:

The Cooperative Marketing Project will assist Egypt to
develor a more efficient and effective marketing system and to
meet the goal of incrzasing small and medium size farmer's income
while simultaneously reducing costs of perishable crops to
consumers. The Project will upgrade and modify the existing
system of a select group of marketing cooperatives and involve
activities addressing the key constraints of administration,
financial, grades and standards, credit, physical infrastructure
and maintenance. Major elements of the Project will include
(1) strengthening the pilot cooperatives' technical and adminis-
trative capacity for édeveloping and executing sound marketing
policies and programs aimed at encouraging the production of
guality fruits and vegetables at minimum cost to consumers; and
(2) providing "seed capital” in the form of a revolving loan
fund so that the pilot cooperative will have adegquate capital
to expand memberships and to increase the size and number of
production loans.

Based upon the justification set forth in Annex XI of the’
Project Paper, I hereby determine, in accordance with Section
612(b) of the Act, that the expenditure of United States Dollars
for the procurement of goods and services in Egypt is required to
fulfill the purposes of this Project; the purposes of this Project
cannot be met effectively through the expenditure of U.S.-owned
currencies for such procurement; and the administrative official
approving local cost vouchers may use this determination as the
basis for his certification as required by Section 612(b)
of the Act.



I hereby authorize the initiation of negotiation and execution
of the Prorect Agreement in accoréance with AID regulations and
Delegaticns of Authority subject to the follewing terms, together
with such cther terms and conditions as AID may deem approrriate:

A. Source and Oricin of Goods and Services

Goeods and services, except for ocean shipping, shall have
their source and origin in the Cooperating Country or the
United Stzates, except as AID may otherwise agree in writing.
Ocean shipring shall be procured in the United States.

B. Condizions Precedent o Initial Disbursement

1. Prior to any disbursement, or the issuance of any
commitment documents under the Project Agreement, Grantee
shall, except as AID may otherwise agree in writing, furnish
in Zorm and substance satisfactory to AID:

a. A statement of the names and titles with specimen
signatures of the persons who will act as the
representatives of the Grantee;

b. Evidence of establishment cf the United Cocperative
Society;

¢. Evidence of the election of the Board of Directors
of UCS and a functional statement of the Board;

C. Conditions Precedent to Disbursement for Technical Services

l. Prior to any disbursement or to the issuance by AID

of documentation pursuant to which disbursement will be made

for technical services, the Grantee shall, except as the parties
may agree otherwise in writing, furnish to AID in form and
substance satisfactory to AID:

a.  Evidence of an executed contract with a contractor
acceptable to AID for the technical advisory services
for the Project; .

D. Conditions Precedent to Disbursement for Revolving Loan Fund

Prior to any disbursement or to the issuance by AID of
documentation pursuant to which disbursement will be made for
revolving loan funds, .the Grantee shall, in writing, furnish to
AID in form ané substance satisfactory to AID: ‘

a. Grantee shall establish a cooperative Revolvihg
Loan Fund in the Cairo Bank for funds to relent
exclusively to United Cooperative Society;



the

Urited Cocperative Sociexv shall furnish a
atemenrt as to the general lending policies of the
inéd, the =zerms ané conditions uporn which subloans
111 be made;
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ati ve Society shall furnish a plan for
~ici p_t*on of an increasing number of
mers in this rortion cf the Project.
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Covenants .

USAID will include the follewing Special Covenants, in
Grant Agreement:

1. Execution of the Project

The Grantee shall cause the Project to be carried out in
conformance with all the plans, specifications and with all
the modifications therein approved by AID pursuant to the
Agreement, including the provision, on a timely basis, of
necessary local currency ané in kind support as specified
in the Acgreement and its Annexes.

2. The CGrentee shall submit for AID approval prior to
implementation, issuance or execution, all plans, schedules,
contracts, and all modifications to these documents.

*3., The Grantee shall diligently seek to obtain, on a timely
basis, suificient funds, from sources acceptable to AID, to
construct the facilities and purchase the commodities -
necessary tc efiectively market the production of farmer-
members oI United Cocperative Society.

4. The Grantee agrees to exercise its best efforts to
institute apprepriate fertilizer distribution policies in
the pilot area in order to assist the Project in reaching
the objective of stimulating production of fruit and
vegetables.

5. Within 90 days of the arrival of the technical services
contractor in Egypt, the UCS and the contractor shall
establish a time-phased implementation plan for the

conduct of the Project activities.



ANVEX XV

IBRD roan for Phvsical Infrastructure

The prcoject design team has, from project inception,
viewed the ccoperative marketing project as a systems program,
one that weould acccmplish most by addressing the entire array
cf constraints. The project design team continues to support
this view, and designed the Project accordingly--incorporating
all the necessary ccmpenents to effect an cptimum marketing
crocgram. The IBRD has expressed an interest to participate in
this Project by funding the physical infrastructure component
and have agreed to do so through an existing loan fund with
Zank Misr. However, Section VIII indicates that the UCS will
nave the copticrn <0 seek funding from a source different than
zhe IBRD. In the unlikely event that IBPD/Bank Misr might
chocse not o fund the physical infrastructure component or
ctherwise fail to reach agreement with the UCS, it is £felt that
znis possibility is remote, but should it occur, the UCS would
be able to locate alternative funding without difficulty. 1In
any case, the project design team felt that the mcst important
near-<erm alements oI the Project, the technical assistance
training and credit components, i.e., the 2lanned AID inputs
should be undertaken immediately with suitable language
incorzorazed in the agreement concerning UCS responsibility
in cbtaining financing for the capital compcnents.

With the above in mind the project design team has
developed the Project as presented in this paper. Generalized
plans Zcr construction and commodities considered appropriate
to preoject recuirement have been developed Zor inclusion in
this ZJocument. Final plans and specifications will be developed
separately by the funding institution in cooperation with UCES.

Shewn below are the proposed construction-commodities planned
or the project under the IBRD loan.

th

Phvsical Infrastructure - Summary

Alexandria and Suez

A. DPort Shipment Center - Alexandria
l. Land
2. 5000 tgns refrigerated storage
3. 2000 m_ dry warehouse
4, 500 m*® offices

B. Port Shipment Center - Suez
l. Land
2. 500 tgQns refrigerated storage

3. 1000 m* dry warehouse and office

C. Packing Line - Fruit
1. Land
2., Fruit gacking lii = 25 tons an hour
3. 8000 m¢ building/warehouse/office
4., Truck scale
5. 2 Fork-lifts




D. P?Produc+icn Center - Vegetables
1. landg
2. Packing shed
3. Packing line - machinery & equipment
4. Pre-cocling unit
5. 300 togs refrigerated storage
6. 2000 m“ dry storage & cffice
Beheira
A. Production Center - Potatoes
1. Land
2. Potato.packing line 15 tons an hour
3. 4000 m“ buildings/warehouse/office
4. Truck scale

B. Production Center - Fruits and Vegetables
see "C" above

Gharbia

A, Production Center - Fruits and Vegetables
see "C" above

Menufia

A. Production Center - Fruits and Vegetables
see "C" above

Cairo

A, Offices in Produce Market

Inter-Communication Svstem

A. Radio system connecting Alexandrla w1th production centers,
trucks and Cairo office

Transportation Fleet

6 - refrigerated vans

3 - truck tractors :
10 - 5-ton platform trucks
10 - pickup trucks - 3/4 ton



Amnex XV

Patasc Packing Plant
It is considered essential that a potato facility be pro-

vided for <he markecing system in light of the concentration of
commercial poctato production in the selected areas for project
lnpltme“. «ion. Additionally, the direct marketing of potatoes
in the dcmestic and export markets will benefit the farmer-
producer with increased returns. A 200 ton per day potato packing
facility shall be built for the grading and packing of potatoes
for local demends and foreign commercial channels.

Vehicles

One of the principal constraints to extending the shelf-life
of field fresh produce and the subsequent reduction of spoilage
losses is the almost complete lack of adequate transportation to
consumer markets. Existing transport consists of animal-drawn
open carxts that expose highly perishable horticultural crops to
the hot sun for protracted periods of time.

v Eh

The marketing system will provide the following vehicles:

1, 10 - 5 ton stake trucks to expedite transport of produce
from f£ield to the packing sheds.

2, 10 - pickup trucks for use in the transport of small
lots of produce and supplies.

3. 6 - 20 ton refrigerated vans to haul refrigerated
economic loads of produce from packing sheds to
wholesale markets and to port shipment centers.

4, 3 - truck tractors for the refrigerated vans.

Cairo Office

The efficient movement of horticultural crops between the main
consumer markets, Alexandria and Cairo, and other distribution
centers will recquire additionally to the main offices in Alexandria,
a coordinating office in Cairo. For this purpose office space shall
be leased in the Cairo wholesale produce market and, if necessary,
stall facilities for the marketing function.

Inter-Communication Syctem

The dispatching and control of horticultural commodities through
the distributing channels will necessitate a communication system
linking packing plants, marketing offices and vehicles for cptimum
utilization of facilities and maximizat.on of market opportunities.



Procducticn Centers. Receiving and packing plants located
in the center o:r tne Jdesignated production areas and with accessi-
bility ¢to all-weather roads. The necessary ecuipment for the
packing lines to adequately clean, size, select, and pack produce
cf predetermined gualities will form the nucleus of the physical
installat:ion. Pre-cooling equipment, utilizing water or refriger-
ation, will be an essential component for domestic and export
shipments. Lastly, a small refrigerated warehouse shall be pro-
vided fcr storage of pre-cooled products awaiting shipment to
market or staging poin:s. Sufficient warehousing space for crates,
packing materials and incoming field products will be provided.

bort Shioment Center. The immediate thrust 0f the UCS is to

broaden the procuction base of its member cooperatives to command
significant volumes of horticultural crops for the domestic market.
UCS will be provided an institutional capacitv through project
implementation to estaklish and maintain a strong position in the
foocd distribution channels in the country. Once in command of a
strong domestic market UCS will develop export market opportunities
fcr horticultural produce.

2lexancria is the principal port for the shipment of
horticultural crops to European markets. Additionally, it is
the second largest market center, after Cairo, in Egypt. The
marketing project will provide facilities for staging (assembly of
economic loads) of selected and packaged fresh vegetables and fruit
frem UCS packing sheds for subseguent shipment to domestic and
export markets. Facilities will additionally include the main
offices cf (CS, warehousing space for supplies and reworklng of
shipments, and a cold storage plant.

As an alternative to building a cold storage facility, UCS
will study the possibilities of leasing refrigerated space. Misr
Cold Centers and Storage Company, a subsidiary of Bank Misr will
complete a 10,000 ton colé storage complex in Alexandria by
November, 1979 and has offered UCS space for horticultural crops.
In the event of a cost advantage to UCS through leasing loan re-
guirements and oblications to the cooperative organlzatlon will
be significantly lower.

Export copportunities to the Arab countries have been largely
ignored by Egypt. To stimulate and develop exports as well as
local consumption of vegetables and fruit a facility consisting of
an office, refrigerated storage and warehouse will be provided by
the project in Suez.

Fresh Fruit Plant Facility. To assure a more equitable return
for the production orf high guality fruit, the producer must parti-
cipate directly in the domestic and export markets. A plant with
a capacity of 25 tons per hour shall be built in a central loca-
tion of the designated producticn areas for the receiving, clean-
ing, waxing and packing of fresh fruit for domestic and foreign
markets. Effective use of the facility will be for a period of
eight months.
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BEST aVAlL esLE Copy

Cooperative Marketing Project 263-0095

Annex
Table 1 - EGYPT: Area in Vegetables and production

of Selected Vegetable Crops, 1975 -~ 1978

and Selected Time Period, 1950 - 1974

Area in 1/ Production of /
Year Vegetables= Selected Vegetable Crops—
1,000 feddans 1,000 metric tons
1950 - 54 259 -
1955 - 59 395 -
1960 - 64 547 -
1965 - 69 668 -
1970 - 74 761 -
1975 885 4,096
1976 918 4,321
1977 914 4,432
1978 939 4,741
19793/ 979 -

1/ Garlic and onions not included.
2/ Broad beans, lentils, potatoes, sweet potatoes, onions,
peanuts, cabbage, and tomatoes.

3/ Projected
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Table 4 SUGGESTED LOAN DISTRIBUTION -- 18t CYCLE
(o P t [y Other Average
o~-0 otato i [ *

P Vegetables ) Fruits |} Amount Feddans Berrowers
Alexandria 105,525 30 211,050 60 35,175 10 351,750 15 2,706 902
Beheira 309,540 + 30 619,080 60 103,180 10 1,031,800 44 7,915 2,645
Gharbia 119,595 30 239,190 €n 39,865 10 398,650 17 3,066 1,022
Menufia 168,840 30 337,680 60 S6,280 10 562,800 24 4,329 1,443
Total 763,500 30 1,407,000 60 234,500 10 2,345,000 100 18,036 6,012

Potato growers: L.E. 187.60 per feddan times 3 feddans per grower = 1,250 growers

Other vegetables: L.E. 105 per feddan times, 3 fqddans per grower =

.Frult growers: L.E. 262.30 per feddan times 3 feddans per grower =

4,466 grovers

__298 growers

TOTAIL 6,014 growers
1 [
LE 2,345,000 6,012 growers
Potato Growers 30 T
Other Vegetabld 60 74
Growers
Fruit Growers 10 5
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Annex Table 5 -Additional Loan Runds Required at
an <ncreased Growth Rate

Number of Total Funds Funds Available Additional
Project Required Compounded Funds Required
Borrowers at LE 390 9% P.A Loaned at
per Borrower Cost
1980 6,013 2,345,070 2,345,070 -
1980% 6,013 2,345,070 2,560,799 215,729
1981 10,500 4,095,000 2,676,035 1,418,965
1981% 10,500 4,095,000 2,796,457 1,298,543
1982 15,000 5,850,000 2,922,298 2,927,702
1982% 15,000 5,850,000 3,053,801 2,796,199
1383 19,500 7,605,060 3,191,222 4,413,778
1983k 19,500 7,605,000 3,334,827 4,270,173
1934 24,000 9,360,000 3,484,894 5,875,106'
1984 24,000 9,360,000 3,641,714 5,718,286




Annex Table 6

UCS Participants Savings Plan

Savings by Year, Compounded

- Amount at 7% P,A

Y'EAR Savers Saved at =
LE 12 PA 1980 1981 1982 1983 1984

1980 6,012 72,144 77,194 82,598 88,380 94,567 101,187
1981 6,566 78,792 84,307 90,208 96,523 103,280
1982 7,170 86,040 .92,063 98,507 105,402
1983 7,830 93,960 100,537 4107;575
1984 8,551 | 102,612 ' 109,795

Annual Savings 77,194 166,905 270,651 390,134 527,239




Table 7

IN FRUITS AND VEGETARLES IN THE GilARZIA GOVERNORATE

TOTAL LAND AND FARM CULTIVATED

pistrict

Tanta

Kafr El1 Zayat
El-Mahalla El~Kobra
Zefta

Samannoud

El-Santa

Bassyoun

Koutour

Total

Fruits Vegetables

Lverage Average

Number of  Farm in Mumber of Farm in

Feddans Farms Feddans Feddans Farxrms Feddans
- 3547 1585 2.24 2621 1500 1.75
3178 782 4.06 2080 2800 0.74
2143 697 3.07 4227 4000° 1.05
4274 1875 2.8 13599 1300 1.07
3020 1850 1.63 2768 2500 1.10
i695 1244 1.36 1980 1500 1.32
844 672 1.25 2287 2000 1.14
717 435 1.65 975 750 1.30
19,418 9,140 2,12 . 18,337 16,350 1.12
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Table 7

FARMS AND LAND CULTIVATLED IW

TWO DISTRICTS OF MENUFIA GOVERIIORATE

Ashmoun District

El.Shohada District

Number of Number of
Land Cultivated Farms ‘Feddans % Farms Feddans %
Less than 1 feddan 17,179 14,670 23 11,429 7,192 23
1,1 to 5 feddans 19,894 35,505 56 8,918 16,700 52
5.1 to 10 feddans 981 5,197 8 545 2,811 9
10.1 to 20 feddans 363 4,112 7 229 1,973 6
20.1 and over 153 3,920 6 178 3,167 10
Total 38,570 63,404 100% 21,299 31,843 100%
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Table 7

FARMER-MEMBERS OF THE
ALEXANDRIA MAPKETIHNG COOPLPATIVE
CULTIVATING VEGLTARILS D FRUITS

DistriclLs

. Alexandria ng? El-Dawvar Sub. Total

Land Cultivated Vegs. Fruits Vegs.  Frults Vegs. Fruits Total %
Less than 2 feddans 24 25 62 89 86 114 200 26
2.1 to 5 feddans 83 18 131 87 214 105 319 42
5.1 to 10 feddans 38 S 64 48 102 53 155 21
10.1 to 20 feddans 13 4 28 24 41 28 69 9
21.1 and over 2 0 7 9 9 9 18 2
Total Members 181 371 - 552 761 100%
Total Members = Both Districts 552

Members Cultiwvating Both Crops 209
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= Cross margins and related data -

Annex'Table 8 —-

1977 - Production Costs, Yields, Farm lncomc, and Marketing Marging Data

Selected Horticultural Crops

For

French
Line # Description Potatoes Tomatoes Beans Carrots Cucumbers Peas Artichokes
Farm Costs & Income -
Per Feddan
1. Production Costs LE 300 ©210 100 80 90 80 250
2. Land Rental 50 40 40 40 40 40 50
3. - Total Production (Costs 350 250 140 120 130 120 300
4. Yield - Tons 7 8 3.5 10 5 3 35,000 *
5. Farmgate Price 73 40 60 20 50 80 1.5 **
6. Gross Farm Income (4x5) 511 320 210. 200 250 240 525
7. Less Prod. Costs (3) 350 250 140 120 130 120 300
8. Net Farm Incomz 161 70 70 80 120 120 225
Estimated Harketing
Hargins - Per Ton
9. Primary Buyer/Wholesaler:
10. tuy {5) LE 73 . 40 60 20 50 80 1.5 **
11. ‘Sell . 80 50 90 35 80 1190 3.0 **
12, Gross Margin 07 10 30 15 3 39 1.5 **
12 A. Percentage Marpin 10 2 . v Y
13. Retailer% & 5 50 75 60 38 100
14. Buy (11) 80 50 90 35 80 110 3.0 **
15. Sell 90 60 100 40 100 120 4.0 **
16.  Gross Margin .10 10 10 05 20 10 1.0 **
17. Percentage Margin =132 50 11 14 25 9 13
* Units

*% per Hundred Units

“ g
Bell

Peppers Oranges Pecars Guava
100 300 500 120
50 100 100 100
150 400 600 200
5 7 9 8
60 80 100 50
300 560 500 400
150 400 €20 200
150 1¢0 330 289
60 80 169 50
90 100 220 c0
3 0 = :. 0 ) 1_—_}-!& ﬁ:"—'g
50 25 100 80
90 100 200 39
100 120 259 1)
10 20 50 10
11 20 25 11

g @Tqel Xsuuy



ANNEX Table 9

Egypt (Giza): Farm Area, Gross Income, Farm Expenses, Net Farm Income,

Income per Feddan for selected producers,

and Average
({In Egyptian Pounds) 1977

and 1978.
1977 1/ 1978 2 /
Total Gross Cash Net Ave., Tcotal Gross Cash Net Ave.
Pr'oducer | Area Income 3/ | Expenses| Farm Income | Area Income 3/|Expensesq Farm Income
Feddan | paid Income| per Feddans T lpaid Income| per
feddan feddan
% 1.67 932 1270 -338 ~-202.4 b/ b/ b/ b/ b/

B 2.75 1267 1081 186 67.6 2.75 929 472 457 166.2
B 1.38 587 415 172 124.6 1.38 691 281 410 297.1
D 1.88 433 767 -334 -177.7 b/ b/ _b/ b/ b/

E 10.88 2977 1533 1444 132.7{ 12,75 989 472 519 40.5
F 0.46 74 56 18 39.1 0.4¢6 90 59 31 67.4
- G a/ a/ a/ _a/ _a/ 2.54 1342 388 954 376.6
H “a/ “a/ “a/ _a/ —a/ 6.13 |2320 861 1459 238
I _a/ _a/ _a/ _a/ _a/ 25.83 7913 8984 -“1071 -41.5
Total 19.02 6270 5122 1148 60.4 | 51.84 14,274 411,517 2,757 53.2 5/ .

4/ ' -

. . >

Source: Preliminary data: Ewup Economics Group g

’ o

/- Agricultural year-October 1, 1976 through September 30, 1977 “

2/ October 1, 1977 through June 30, 1978 -3

3/ Includes home consumption, crops, livestock, off-farm work. %

4/ ‘Average Net Income per feddan in US. dollars for 1977 was § 86.37 |
5/ Average net Income per feddan in US. dollars thru 9 months for 1978 was $§ 76.08

_a/ No data for 1977 e

b/ No data-for 1978





