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CAIRO, EGYPT

October 21, 1985

MEMORANDUM TO  : See Distribution

FROM ¢ Shanti Conly, DPPE/PE¢y. 1/

SUBJECT : USAID/Egypt Comments oh Small Farmer
Production Project Evaluation

The recently conducted evaluation of the Small Farmer Production Project
(SFPP) documents the project's success in improving access to credit for small
farmers and in stimulating financially profitable farm enterprises. However,
the evaluation does not address several important issues, and it makes certain
recommenaations which in USAID's view are based on inadequate analysis and
findings. 1he PES action decisions reflect those major findings anc¢
recommendations which we feel are adequately justified in the report.

1. keplication: The SFPP is a pilot project to improve farmers' access to
credit, extension and inputs in order to increase agricultural production.

The pilot effort has included intensive technical assistance. The report's
Fecommendation regarding replication of the project is misleading, because it
is really referring to replicaticn of the improved credit delivery, extension
and input supply systems developed by the project, not the project as a whole.

Moreover, the annexes point out important qualifications to the team's
recommendations which are not reflected in the main body of the report. The
main report recommenas replication (p. 8), but Annex II also notes that "there
remain several important areas of operation where changes and irprovements
nust be made before the project has fully attained unqualified replicability”
(p. 91). Incomplete activities critical to replication include translation
and application of the Policy and Procedures Manual, and implemcntation of an
accounting system and loan classification and monitoring system, While many
of the individual procedures have been tested and proven, neither the manual
nor the accounting system has been introduced and tested in the field.
Completion of these systems should be given high priority by SFPP and ACDI, so
that they can be tested, proven and Lavised as necessary prior to the start-up
of the planned replication. '

2. Extension: The evaluation does not adequately discuss the changes in the
extension system introduced by the project, although it makes the point that
extension and input supply have been complementary to credit provision.
Changes in the role and structure of the extension service have played an
important part in the success of the project. The evaluation does not provide
us with any analysis of these changes, or with guidance on which aspects of
the project extension system could be replicated on a larger scale. The PLD
should identify successful elements of the improved extension system that can
be effectively replicated. :
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3. Input Distribution: A major project activity, construction of storage
facilities, was intended to improve the input delivery system. The report
does not discuss the issue of an improved input delivery system, but dismisses
the construction component as peripheral to project purpose. The report
further recommends the development of alternate input distribution systems
through allocation of credit for private sector input suppliers in a follow-on
project. However, it does not contribute to our understanding of what
opportunities currently exist for the private sector in input distribution.
USAID should analyze the potential for expanding the role of the private
sector in more depth during the design of the Agricultural Production Credit
Project.

4, Economic vs. Financial Viability: 80 per cent of loan funds have supported
livestock and poultry enterprises, activities for which feed subsidies have
Created major pricing and structural distortions. The economic analvsis
established thac these enterprises are financially profitable to individual
farmers, but it only superficially addresses their economic viability, i.e.,
how profitable would these enterprises be under shadow prices? (Price
distortions on livestock prices are considered on pp. 71 - 75, but the
discussion is vague and is focused only on livestock, althouch poultry was a
more important loan activity). This issue has important implications for the
feasibility of large-scale replication of the SFPP approach; the evaluation
does not provide us acequate guidance regarding continued support for
investments in livestock and poultry enterprises.

5. Loan Utilization: oOnly 19 per cent of loans have been for crop
production, compared with over 80 per cent for livestock and poultry
production. This is an important finding, yet the evaluation report discusses
only indirectly the reasons that crop-related loans are so low, even for
non-controlled crops such as tomatoes with very high returns.

6. Capitalization of Village Banks: The evaluaticn recommends trat a follow-on
Credit project supported by AID include "ample funds to provide the village
banks with basic equity capital structure - about L.E. one million rer bank"
(p. 11). The report further states that at best 60 per cent of loan needs
could be mobilized from savings and commercial bank borrowing, and that there
will be a neea for substantial inputs of funds to capitalize the village
banks. It suggests that USAID at least match the GOE commitment of L.E. 100
million for lending operations. (pp. 100-101).

The analysis in the report appears inadequate to determine the capital needs
of the project. Moreover, the report does rot adequately explore other
options for leveraging additi-nal funds from the banking system. Further work
1s needed during design of the PID and PP for the Agricultural Production
Credit Project to analyze agricultural credit demand, the alternatives to, and
lmplications of, major infusions of capital into the PBDAC system, and the
appropriate role for AID assistance. For example, the report recommends
several actions to promote increased savings deposits through marketing
efforts, but all of these seem marginal to the primary constraint: that
allowable interest rates on savings are only about half of the current
inflation rate of 20%.



7. Interest Rates: The report refers to the 14% interest rates charged to
farmers for loans under the project as "unsubsidized" rates. Yet the analysis
does not demonstrate that this is so. 1In fact, given inflation rates of 20%,
additional administrative costs associated with SFPP (part of the interest
income is used for salary incentives of bank and extension staff), and the
team's analysis of PBDAC's overall financial viability, it would seem that
even a 14% interest rate contains a substantial subsidy. A more careful
analysis of the costs involved is needed to draw conclusions on the
sustainability and recurrent cost implications to the GOE of a national
expansion.

8. FY 86 Obligation: The report recommends that AID provide approximately $10
million in acdaitional funding to SFPP. These funds are considered necessary
to continue SFPP lending and training activities in support of the plannec
replication. Overlap between SFPP and any larger-scale, successor credit
project is consicered by the evaluation to ke essential to an orderly transfer
of SFPP systems and know-how. It is not clear, however, how the team arrived
at a figure of $ 10 million.

No obligation is currently planned for SFPP in FY §6. USAID needs to
determine the need for additional funding for the project, and if additional
funds are found to be necessary, to plan for an FY 66 obligatiomn.
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FREFACE

The principal aobjective of the current evaluation has been to
determine the feasibility of national replication of the Small
Farmer Production Project (SFPP). The feasibility af widespread
replication was to be examined from several perspectives:

- the administrative and operational feasibility of the SFPF
credit system within the PBDAC structure.

- potential for mobilization of substantial capital frém
savings and commercial borrowing to support expansion of the
program.

- the economic viability of the project activities at the
farm level. and at the institutional level.

Separate contractual arrangements were made for three people to
be principally responsible for the evaluation:

= Glenn Browne, Credit Administration and Operations

- Janna Laudato, Training, Savings and Fraoject Impact on
Women

= Richard Newberg, Economics

Browne and Laudata started work in late February; however,
because of AID/W contracting delays, Newberg was not able to
start until the end of March, about the time Browne left. A farm
management study contract was to have provided the team with
additional economic data and analysis, but only a small part of
work planned was obtained and received too late to be used,
except superficially.

The report conforms to the 14 point AID project evaluation
summary gquidelines and is supplemented by annexes describing
findings and recommendations in more detail. While drafting of
annexes was assigned to individuals on the team, the conclusions
have been reviewed by and reflect the views of the team as a
whaole. The team’s principal conclusion is that it is both
economically and administratively feasible to replicate the
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project approach widely. Such expansion will require careful
plarning, full Principal BRank for Development of Agricultural
Credit (FBDAC) ard Ministry of Agriculture (MOA) support and a
major amount of financial resources provided as permanent capital
to implementing agency, the PEDAC.

At this point, it is somewhat risky to make a judgment as to
total resource requirements to carry out a complete national
scale program along the lines pioneered by SFFP, but it is ¢the
judagment of the team that the persanent capital structure
required will be between ¥S00 million and $1,000 million aver the
next 8 to 10 years.

Some change will also be needed on how the project is viewed. Up
to now it has been viewed as an experimental program and operates
in parallel with PBDAC’'s normal lending and input activities.
Future success will hinge on incorporation and full integration
of the project into PEDAC and MOA.
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I.

EXECUTIVE SUMMARY
A. Project Background

The Small Farmer Production Project was designed to provide
credit and technical assistance to small farmers to increase
agricultural productivity and farm incomes. The implementing
institution is the Principal Bank for Development and
Agricultural Credit (PBDAC) whose over 700 village banks make
inputs and agricultural credit available to all Egyptian
farmers.

Working through village banks, SFFF has improved lending pro-
cedures and evaluation so that all types of credit are
available to small farmers and agri-businesses at market
rates. One third of the interest may be used for incentives
for bank employees and extension workers and consulting fees
to subject matter specialists. New personnel evaluation
criteria have been introduced to base incentives on
performance. Thus the marginal costs of providing intensive
extension services and upgrading extaension workers’ skills
through collaboration with research institutions are
primarily borne by recipients themselves. SFFP’'s role has
been to organize, coordinate and supervise extensionist
per formance.

B. Principal Findings
1. Economics

Overall rates of return for the project cannot be determined
directly; however, evidence indicates that average farm level
rates of return were at least J1% on total costs. Returns for
some activities were much higher. Thus selection of
enterprises and practices on the basis of rates aof return
should permit a significant inecrease in average farm level
returns. Technical extension was a critical factor in some
cases and returns were very high relative to costs. Credit
was critical for other changes, especially for large,
indivisible investments such as cattle and machinery.
Froject delivery of inputs was also critical for certain
changes, especially use of additional chemicals and some
types of machinery.

SFFF's overall rate of return, excluding construction, is
estimated at over 207% based on a 3I1% farm rate of return on
all costs and 657 of ©project funds

used for lending. This is a very conservative estimate of the
rate of returns since available evidence indicates that farm
level marginal returns to proiect supported marginal costs
for crops tended to be much higher than average returns on
all costs -~ frequently 200% or more. Often extension was the
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only service provided farmers in a block. Additional credit

was not needed because costs were increased little or
reduced. In such cases, the returns were many times the cost

of extension services. In some such cases, of course, adoption of
production increasing technology may have only been possible because
credit was allocated to suppliers of inputs and services.

About 23%4 of project resources were allocated to the
construction of village bank facilities and input warehouses.
Data on return on these investments were not available since
construction is just getting underway. The evaluation team
does not consider them a critical part of SFPP. If these
costs were included, the overall rate of return would
probably be in the 15 - 20% range.

2., Credit

SFPP has made impressive gains in developing policies and
procedures so that credit can be made availahle to small
farmers. Even at relatively high interest rates, farmers are
willing to borrow to invest 1in profitable enterprises.
Repayment rates bhave remained high as a result of PBDAC's
strength and SFPF systems for loan evaluation and technical
support.

In the remaining two years, SFPF has several important credit
tasks to finish in the pilot area:

a. The SFPFP policy and procedures manual has been
completed, but has yet to be translated and put into
operation. This manual includes budgeting and the
farmer line of credit concept.

b. An improved accounting system must be field tested
and installed in project districts. Systematic
automation of some accounting activities is essential
for accurate record keeping and timely management
information.

C. A loan monitoring and classification system should be
developed to manage loan risk.

d. Establish a reveolving loan fund at village level and
consolidate system throughout SFPP districts.
Develop budgeting and planning procedures at village
bank level.

The decision in November 1984 by the Government of Egypt to
expand SFPP systems and policies into eight new governorates

presents a tremendous opportunity to replicate past
successes and boost farm productivity and rural incomes on a
national scale through economically sound policies. If

supported adequately, it will make needed inputs along with
technical assistance and credit widely available to small
farmers. Achievement of this goal will require substantially
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increzased involvement at the national level of #BDAC.
C. Froject Replicability

The feasibility of widespread replication of the project has
been eiamined from the following perspectives:

- the economic viability of the project activities at the
farm level and at the institutional level.

- the administrative and aoperational feasibility of the
SFPFP credit system within thke PBDAC structure.

- potential for mobilization of substantial capital from
savings and commercial borrowing to support expansion of
the program.

The construction element of the project (one fourth of total
funds) is just getting underway so it is not possible to make
judgments concerning its rates of return. This element should
. hat be included in a future expansion, except for
construction as financed from internally generated resources.

The remainder of the project shaws very favorable returns. At
the micro level, they vary from about 30% measured in terms
of average return on total investment in livestock (80% of
total loan funds) to 800%Z on extension inputs which achieved
important simple changes in farm practices. These "extended"
changes which often involved little or no increase in costs
but high returns generally resulted from use of herbicides,
improved seeds, a better Galance of fertilizer and/or
mechanical seeding.

An important aspect of the initial SFPP project was
identification of opportunities to shift from low wvalue to
high value crops (e.g. tomatoes, citrus, bananas). This
involved higher returns per LE invested than changes within
the existing crop pattern. These possibilities have not been
included in considering returns to widespread replication
since the feasibility of widespread shift to such high value
crops is limitad by market demand.

Widespread introduction of some high return technology
(mechanical planting and fertilizing equipment) now availatble
in limited quantities will raise returns above experience of
SFPF to date.

In the next project, some high cost overhead items such as
technical assistance will be a smaller percentage of the
total funds. Key features such as concentration on small
farmers, high repayment rates and economic interest rates,
and extension should be continued. Thus the internal rate of
return for the follow on project will be well above the
present phase. It should easily exceed I0%. An important
aspect of the program will be injection of sufficient equity



funds at the village bank level to permit village banks to
operate with a substantial degree of autonomy in mobilizing
savings and other financial resources and making lending
decisions based on careful esamination of the economic
viability of individual activities proposed for loans.

The analysis of credit operations and administration
indicates an adequate base in terms of trained personnel,
tested procedures and experience to permit a fairly rapid
expansion of the SFPP approach in the three project areas.
The expansion to eight new governorates in the nent year or
SO0 as proposed by the MOA will put more strain on the system
and may result in some sacrifice of quality and rates of
return. It might be better to concentrate another vyear or two
on expansion in intensity of coverage in the present three
governorates with start up in only one or two more in 19385-
86. This is not to say that a larger expansion is unfeasible
but that the more intensive approach involving the same
nuiber of new village banks would be less difficult.

The current enthusissm among PBDAC, governors and bank
chairmen presents a positive climate and opportunity to see
the policies embodied in SFPP expanded on a national scale
which may be 1lost if AID declines to provide broader
geographical support. This consideration should substantially
outweigh negative aspects of more rapid expansion. Intensive
support and liaison with FBDAC at the national level will be
necessary . to ensure that the PBDAC expansion gets off to a
good start. The two critical issues for a successful Egyptian
expansion are organization and training. The team view, which
has “found wide support, is that overlap between SFPP and a
larger scale credit project is essential to allow orderly
transition, and ensure that the 1lessons learned at
considerable cost are not lost. This will require not only
that the two projects function in a more co-ordinated manner,
but also that the current ACDI team continue in Egypt wuntil
the next credit project is functioning. The marginal cost for
A modest increase of technical assistance and related inputs
are mare than justified by the potential benefits in paving
the way for a large scale project.

Evidence indicates that at most the village banks will be
able to mobilize 25 - I0% of their resource needs from local
savings and perhaps 40% from commercial bank borrowings. The
rest should be equity capital to permit banks to operate in a
financially sound manner

D. Recommendations

1. That AID provide approximately #10 million of additional
funds to the current SFPP to permit it to proceed in an
orderly fashion in support of the GOE plans for replication
of the project in 1985 - 87.



2. That AID extend the ACDI contract through the current
PACD of July 19287. The contract row expires on July 31,
1985. Ten to eleven positions for 4 total of twenty to
twenty-two person years plus some short term input is
recommended. Details of proposed positions are provided in
the Input Section.

Z. SFPP should continue its current program, and support
GOE plams for eupansion with some changes in technical
assistance and major outputs. The work remaining to
accomplish these goals irclude:

a. Final testing, refinement and presentation to FERDAC
of the policy and procedures manual.

b. Development of training materials based on the policy
and procedures manual, technical assistance and funding
for FEDAC's training program for expansion.

c. Assistance in developing an overall management
development plan.

d. Completion of construction of bank and warehouse
facilities agreed to in the SFPF agreement. The only
further AID support for construction should be
modification of training facilities urgently needed
durirg the next four to five years. '

e. Testing and preparation for wide adoptian of Dr. El
Maazawy’'s accounting proposals or an alternative. Before
final adoption, these should be revieawed for
compatibility with the EDF system to be used.

f. Development aof a loan classification and monitoring
system as well as a simple method of risk analysis for
use in the village banks.

g. Collect data on village bank depositors and develop a
training program to assist village bank managers in
increasing deposits.

h. Increased liaison with PEDAC and support in planning
and organization for expansion of SFPP.

i. The SFPF project has outgrown its current staffing
pattern which basically reflects needs established when
the project was much smaller. The project director and
team leader need understudies in farm management and
credit to relieve them of daily operating
responsibilities.

j« Re-orientation of technical assistance to serve both
project and expansion areas.



k. Continued expansion of SFFP in the three project
goavernoi-rates with testing of new approaches and
techniques.

1. Identification and testing af high return practices
and investments. By directing financing to those
investments having the highest rates of return, the
project’'s overall rate of return should be greatly
increased.

m. Increased support to suppliers for development of
pianting machinery and other high return inputs
identified through work described above. Increased
production has created n=2eds for other farm services and
opportunities for food processing enterprises which
should be supported by the project.

n. Data on PEDAC should be collected and maintained at
SFFP for use in developing the follow-on project.

o. In the absence of adequate research information from
the ARC, SFFP should expand data collection and analysis
to determine rates of return at the farm level to
different production practices.

p. Develop “"packages" suitable for management by farm
women to offset decreased loans for livestock and
poultry.

If the extension of the project technical assistance
contract with ACDI is approved by May 31, 1985 and other
recommended inputs committed by June 1S5th, major progress
can be achieved on these recommendations during the next
two years.

Mission intent must be clarified so that project work can
continue and so that necessary qualified personnel can be
recruited and arrive in country this Summer or Fall. Given
the normal time for the new contractor selection and
posting, a decision not to renew the contract would result
in a hiatus of at least 18 months during which technical
assistance would not be provided. The project technically
might continue to exist, but project momentum would be lost
and the wmost talented GOE staff might leave the project.
The Small Farmer Production Project has consistently
receivad outstanding evaluations and merits AID’s continued
support.

4. A follow-on credit project supported by AID should
include the following:

a. Support of a well directed, motivated extension cadre
based on SFPF's successful experience.
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b. A specific allccation of credit funds to suppliers of
inputs and services which are essential to adoption of
many kinds of production increasing practices. The
evaluation indicates that in many cases financing cf a
pump or mower for a small farmer who then does custom
work for his neighbors or financing for & small repair
shop or inputs distributor is more impertant than
supplemental crop credit.

c. Ample funds to provide the Village Banks with basic
equity capital structure - about LE one million per bank.

d. A contract for TA similar to the current contract
with parsonnel centralized and designed more to support
the expansion in the FBEDAC structure.

e. A turn-key contract for software, hardware, and
training for a suitable EDP system.

f. Funds to assist in assessment of staff needs and
planning of a comprehensive staff development plan.

g. Adequate dollar support from AID to finance a § year
in country staff training program.

h. Funds to develop FBDAC marketing department to ensure
mobilization of local resources.

Il1. PROJECT BACKGROUND

The major problems this project addresses are low rates of
agricultural production, resulting in rapidly increasing import
dependence and a stagnating rural economy. One of the serious
broadly felt results of this situation is massive rural-urban
migration which in turn has led to large scale urban unemployment
and under-employment, and unsupportable demand for urban services
and cheap consumer goods. Since the 1970°'s these problems have
eristed and worsened. The underlying causes of this situation
include: '

- tight management of prices of outputs and inputs, in most
cases at levels a fraction of world econamic levels.

- a widespread system of controls and rationing of off-farm
supplied inputs including credit, agricultural chemicals,
seeds, commercially prepared feeds, mechanical equipment and
also control over land use and cropping patterns. These
controls are to allocate resource use in the absence of
appropriate economic prices.

Development and transfer of appropriate production increasing
technology to farmers has suffered from price distortions, and
preoccupation of the bank, government officials and extension
waorkers with design and enforcement of the many quotas and
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controls. Crop credit has been rationed on the basis of decreed
cropping patterns and uniform input quotas for each crop. Long
or term credit has been restricted to farmers with substantial
land based collateral and uniform formulas rather than
individual enterprise needs and opportunities. In this
environment, private investment in supply of key production
inputs and services and marketing of agricultural produce has
suffared both from un-economic control of prices and margins and
capital restrictions.

The GSFFP attacks these problems by providing both technical
assistance and credit to small farmers and agribusiness to
increase production and return per LE invested in agriculture and
rural enterprises and to facilitate procurement of inputs (seeds,
machinery and needed services).

A. Project History

SFFF was developed after a major MOA/USAID study on how to
remove constraints on agriculture to improve production. The
Small Farmer Froduction Project is carried out through the
Principal Bank for Development and Agricultural Credit
(FEDAC) , the GOE institution responsible for all
institutional farm credit and bank services, as well as
distribution of farm inputs, particularly fertilizer. Through
its network of 730 village barks and 4,300 agencies, the bank
Serves practically every Egyptian farmer with input and
seasonal credit.

The project agreement was signed on July 25, 1979. A host
country technical assistance contract was negotiated with

Agricultural Cooperative Development International (ACDI) and
signed August 20, 1980. The first advisors arrived in Septem-

ber 1980 and the project made its first loan in May 1981.

The project was evaluated by a joint PEDAC/ACDI team in 1983
and by an external USAID team in 1983. The major achievements
cited were:

1. Provision of credit at 10% interest and farming
advice to 12,490 farmers (8/83) and 100% collection
record.

2., Improved farm production and increased incomes.

3. Acceptance of higher interest rates by small farmers.

4. Successful demonstration of new systems for credit
delivery, accounting, loan processing and analysis.

J. Highly effective system of information dissemination
to Egyptian farmers.



6. Data collection on farm praoblems.

Ou the basis of these achievements and assessment aof work
still to be completed, the project was amended in 1984 to
witend the PACD until May 1987,

B. SFPP Pragram

The SFPP has succeeded in developing a system that effectively
delivers research results through extension agents and credit to
the farmer for greatar productivity and income. This combinatian
has resulted in higher rates of return than could be achieved by
a credit program alone.

This system provides both professional and monetary incentives
based on evaluation of individual performance, to motivate
recearchers, extension agents and bank officials to work together
on a continuing basis to deliver production increasing
technology to farmers.

Differernce between standard operating procedures and the project
policies and procedures are outlined below.
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MOA E:xtensiaon Workers SFFF

1. Enforce crop patterns 1. Exempted from MOA mandated
patterns.
2. Poorly trained % educated 2. On-going technical

training through
work with subject matter
specialists teams.

7. Inefficient work methods, Je Work with motorcycle
including pocr trans- transport with farmers
portation and worl with in blocks.

individual farmers.

i'l
J:-
°

4, Fooarly paid Receive incentives from
unmotivated VB based on performance.

EBDAC Village Banks

A. Inputs

1. Distribution of subsidized 1. Credit to purchase additional
inputs (fertilizer, seed, inputs at market
pesticides, etc.). Amounts prices.
limited. 2. Development of private

distributors or
procurement by project.

B. Lending Policies

1. Subsidized input credit 1. Cash available to
at I4 interest based on purchase supplemental
crop quota. unsubsidized inputs at

market interest rates.

2. 0Other locans made on the 2. Loans made on basis of
basis of collateral with financial analysis of
little financial analysis. the particular small
Most small farmers and farm or business
enterprises do not qualify. enterprise. Collateral

is relevant, but not
the central consideration.

C. Personnel
1. Standard pay and bonuses 1. PFPersonnel evaluation
for everyone. using performance
criteria as basis for
incentives.

2. Little training 2. In-service training on
continuing basis.

14



D.
1.

The

Bank Management
Profits return to
Principal ERank.

Minimal planning at
VB level.
Top down allocation
of funds.

Limited or no delegated
authority to VB managers.
Lengthy waiting period
for MT lending and non-
traditional loans.

Efficiency

High costs due to
multiple loans to each
farmer.

above chart indicates the number and range of AID/GOE policy

1. Profits from SFPP are
kept in VB for additional
lending, payment of
incentives and improvement
of facilities.

2. Budgeting and planning
activity carried on at VE
level. Line of credit
with FBDAC to tap
commercial markets.
Facilitates demand driven
lending.

3. Increased delegation of
authority to VB managers
% financial analysts.

Loan approval in 1 - 3
days.

4. Efficiency
Revolving line of credit

issues successfully addressed through this project.



IIT. EVALUATION AND METHODOLOGY

The evaluation involved several approaches to assemble
information upon which to appraise project results and potential
for widespread replication of similar activities. First, of
course, background reports from project conceptualization throuagh
most recent progress reports were assembled and reviewed. Results
of the several special studies and data collection activities
e.g. farm management survey, also were assembled and additional
data analysis carried out. The farm management contract
economists were requested to assemble some additional micro and
macro data, primarily for the economic analysis.

Much of the information came from interviews and frequent
discussions with Principal Bank, SFFP, and MOA administrative,
research, e:xtension and training staff, and with USAID staff and
personnel of other projects, who were very helpful in assembling
additiornal data. Several field trips were made to visit village
banks, cooperatives, private agri-businesses, farmers and farm
families to discuss activities, individual participation and
views of results.

Initial views on project results were compared with other
secondary data and studies to verify conclusions.

The methodology was not new or original, although the volume of
related reports and background materials greatly exceeded narmal
quantities and contacts with project and other personnel at
differant levels was greater than normal. The evaluators were
provided with office space in SFFP headquarters which greatly
facilitated opportunity for professional inter-change.

IV. EXTERNAL FACTORS
The GOE's general overall policy concentrates heavily on

augmenting the productive sectors - industry and agriculture.
Their policy has been to slowly remove impediments to growth such

as regulatory restrictions, reliance on central planning,
distortions of prices through unrealistic output price controls
and subsidization of interest rates and other costs. A major

goal of these policies is to increase agricultural production and
reduce Egypt’'s reliance an imported foodstuffs.

Agricultural consumption continues to grow much more rapidly than
production, spurred by 22.9% population growth rates and
artificially low consumer prices. Crop production in contrast
has hardly kept pace with populatian growth. Total agricultural
imports in 1981 were #4 billion and may reach $12 billion by the

end of the century if current trends continue. Cast of
agricultural subsidies has soared as quota allotments of
fertilizers and other inputs has increased. The cost to the

economy for fertiliczer in 1982/87 was approximately $200 million.
The GOE subsidies for agricultural credit increased fram LE 40
million in 1980/81 to LE 59.9 million in 1982/83, or S0%. SFPP's
goal of increasing small farmer productivity through lending at
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market rates to buy inputs at market prices continues to be very
relevant.

In November 1984, the increasing visibility and impact of GSFFP
led the GOE to announce plans for expansion into eight new
governorates. The FEDAC has been assigned the responsibility for
managing and directing the expansion; and a senior bank official
has been appointed to oversee operations. Meetings have begun
with governorate chairmen to introduce the project and planning
for the expansion.

The GOE's acceptance of the pilot project and thair willingness
to replicate it nationwide stems from the demonztrated ability
of the pilot project to test and implement the planned GOE
approaches. Through participation and support of the expansion
of the SFFF project, USAID has a major opportunity to continue to
assist in addressing these significant issues.

V. KEY ASSUMFTIONS

All assumptions remain valid. For a significant number, GOE/MOA
response has been much more positive than anticipated.

1. Supplies available to 1. Significant improvement
Bank at correct time made in timeliness and
in amounts needed. quantities though problem

not totally solved.

2. Transport to governorate 2. Problem no longer a common
shounas available. constraint.

3. Bank remains willing to Z. Experimentation and
experiment with approaches cooperation with SFFP
and cooperate with extension. have been very good.

The Bank and MOA now

want to expand SFPP
throughout PBDAC system,
apply project principles
of lending and financial
analysis to all loans except
those for greater inputs.
Banks receive data
necessary to complete
financial analysis for
supplemental crop and farm
enterprise loans from
extension workers.

4. High level policies 4. The stated policies clearly
continue to favor more favor more open distribution
open distribution of of inputs; however implemen-
inputs. tation of these policies

has lagged primarily because
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Farmers willing to S
participate even

though capital and

input costs are

higher than their

neighbors.

Assumptions for providing inputs:

1.

Bank and Extension 1.
continue to provide

personnel above normal

staffing levels.

MOA continues to 2.
support growth of
loanable funds.

there is no clearly competent
alternative to FRDAC
distribution. The system
has incorporated "more
private institutiomns, but
these are still only a small
part of the total. More
inputs are now available
than S years ago for
fertilizer, chemicals,

and machinery.

SFPFP provides
supplemental credit
and inputs at market
rates. 41,1463 loans
have been made as of
January 31, 198S.

Bank and Extension are
planning to expand
personnel to SFFP levels
throughout the FPBDAC
system as well as
increasing the number of
extensionists in each
village bank area.

MOA continues to

support growth of

loanable funds. Long term
stability of the Bank is
threatened by low capital-
ization and inadequate
reserves for loss as well as
the general use of long term
funds for medium and long
term lending.

Important Assumptions
Assumptions for achieving goal targets:
1. National price policies 1.

remain as are, or move
closer to free market.

Demonstration effect 2.
and governorate district
level changes provide
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Most crops have been
freed from price
control. Set prices
for wheat, mai:ze,
cotton and rice have
been increased.

The Bank has expedited
loan processing through
verification procedures



significant benefit to and in some governorates

farmers in non-project increased delegated

villages. authority to village bank
managers. SFFP extensionists
repart interest in crop pkgs
by other farmers % extension
agents. Independent seed
stores report demand
from non-SFRF co-aoperating
farmers for SFFPFP recommended

inputs.
Assumptions for achieving purposes:
1. EBank employees will remain 1. The personnel evaluation
motivated to be responsive system which is the basis
to small farmers needs. for incentive pay is a key

VII

motivating factor. The 13%
interest and the 1%
commissiaon is profitable to

PBDAC.
Bank remains principle 2. No private network exists
actor in input delivery comparable to PBDAC's
system in near term. distribution system;

however, the project has
encouraged start-up

of small input business
in villages through SFFF
loans. Caution must be used
in divesting PEDAC of its
fertilizer distribution
system to ensure that
farmers will continue to
have inputs readily and
conveniently available.

New technologies exist 3. SFPP coordination of

and new ores will be sub ject matter specialists
developed that can be and extensionists provide
applied by farmers. continuous training and

up—date of SFFF recommended
packages.

FROGRESS ON 1987 EVALUATION ON RECOMMENDAT IONS
1. Collection Of Economic Data

The project has begun to collect data an crop production.
These data are sufficient to show that co-operating farmers
had yields higher than national avaerages, but not to measure
the impact of different project components (e.g. credit,
information and physical supply aof inputs) or impacts of
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differant practices and technology in the packages. Analysisg
essential to project include:

a) Measurement of overall input of project items, benefits
and costs,

b) Measurement of impact of different project component
services.

c) Measurement of contribution of different technological
practices on production and farm income.

(This is discussed in detail in Annex I.)
Recommendation:

That methodology be developed and data collected which would
begin to measure inputs and contributions outlined in a, b,
and c above. To this end, it is recommended that a full time
economist be supplied for the next 18-24 months under SFPF to
assist SFFP and Agricultural Production Credit as it starts.
Short term assistance should be provided to assist and review
data collection methodology and analysis on an annual basis.

2. Input Supply and Distribution

The project has as one of its purposes to develop an improved
input supply system relieving PBDAC of some of its non-
banking responsibilities. The 1983 evaluation notes that
except for some minor input supply operation under SFFP, no
progress has been made on improved alternative supply
systems. This is generally true in 199S. The project has made
loans to 16 supply businesses for a total of LE J6,900. The
project has also purchased equipment and made some locans to
small scale machinery manufacturers in an effort to stimulate
these businesses at the governorate and village level.
Frobably of most importance; it has made loans for machinery,
much of which is used by the purchasing farmers to provide
custom services to neighbors (8% of the loans).

Recommendation:

In the next credit project, major efforts should be made in
developing private suppliers of production input services,
with reservation of some funds solely for such private
entrapreneurs.

5. The Farm Record Book has been modified several times in an
effort to make it more usaful for data collection.

4. The adoption of the accounting system proposed by Dr. El
Maazawy has finally been approved by PEDAC.



Recommendation:

This must be carefully tested in the project before
proceeding to implement it throughout FBDAC, it is
rzcommended that the accounting EDF specialist with banking
experience be included in the technical assistance team.

S. PBDAC has had impressive growth in current, term and
savings deposits since 1976 measured in current LE. However,
growth rate has slowed in recent years, measured in constant
terms. It now approximately equals the rate of inflation.
Thus undue optimism should be avoided about deposit growth.
Interest rates for term and savings deposits at an average of
about 104 are competitive with other banks, but not with
traditional "reservoirs of value” such as livestock for which
present values have increased relative to most other goods.
Estimated returns on farm livestock enterprises range from
22.9% to T8.8%.

6. The projezt has taken the initial steps in including all
banks in one district in each governorate in the project.
District and Vvillage bank staff as well as extension agents
have been trained in each governorate and training is
continuing to intr-oduce more advanced concepts to new and old
village banks.

7, 8. Efforts tu include women financial analysts and
extension agents in project staff have been frustrated by
dearth of qualified personnel in village bank areas.
Qualified women are available in Cairo, but are unwilling to
move to villages and to use motorcycles for transportation.
The project expects to work with large numbers of women as
the project is expanded to cover accountants. Concern that
extensionists and veterinarians would not be welcome in
village homes which house chicken batteries and other home
based enterprises has proved unfounded. Women officially
received 13% of all loans. How many more were for women with
a man as nominal recipient is not known.

9. The present evaluation team disagrees with thrust of
project in building additional PBDAC owned and operated
facilities for storage.

Other areas of progress are:
1. Folicies and Procedures Manual to standardize activities
throughout districts has been completed and is being
translated.
2. Training materials - The credit section of the manual has
been translated and is being used with case studies
recommended in 1983 for training.

3. Project has identified some sources of improved livestock



and is no longer making loans for traditional stock.

VII. INFUTS
Implementation Target (type & guantity)

1. Technical Assistance 1. Approximately 600 work manths.

2. Loan Funds 2. ¥ 22,132 million (AID)
% 14,830 million (GOE)

2. Tiraining 5. Construction, participant
training, in-country training
contract

4. Storage Facilities 4. New construction, land, handling

and Egquipment equipment, repairs (140 units)

S, Building Program S. Furniture and equipment for

38 bank buildings

4. GOE staff 6. 917 work years.

1. Technical Assistance
a. Technical Assistance Contractor

The 1initial principal inputs - U.S. supplied dollars and
Egyptian supplied LE were obligated expeditiously. In 1984,
the project was amended to provide an additional 325
million from AID and a LE 10 million loan from FPBDAC. The
inputs financed with these funds include a contract with
ACDI (Agricultural Cooperative Development International)
signed in August 1980. This contract provided for 600
person months of lang and short term technical assistance
and the direct support of participant training. The
contiractor’'s performance has been superior in all aspects
that can be appraised from this vantage point:

~ Timeliness: The long term team arrived in Egypt within
a month of the August 1980 contract approval.

- Responsiveness to Project Requirements: The personnel
fielded for both long and short assignments conformed to
requirements in terms of professional expertise. The
corncepts devel oped reflect established program
priorities.

- Qualifications of Personnel: We can not make judgments
about qualifications of team members no longar here, but
the current team is well-qualified and particularly
excel in sense of direction and purpose, dedication and
ability to perform harmoniously with Egyptian co-workers
and farmers.



b. Re-orientation of technical assistance team

Project success in working with GOE counterparts makes full
time governorate staff unnecessary. A re-orientation of the
technical assistance team is needed to complete project
work and pave the way for large scale credit project.

2. The major input to the project is funds for loans. These
have been made available as needed. Now however, with the
project extended two vyears, and plans af the GOE to
replicate the program widely, additional loan and training
funds will be needad before the next agricultural credit
project can be prepared, negotiated and signed, (about #10
million 1is needed for the first year to expand farm credit
and support agri-business). Funds were provided in the
1984 project extension for continuation of technical
assistance and training for the next two years. It is clear
that this input 1is urgently needed to maintain project
momentum and prepare the expansion, recently anmnounced by
the GOE, which AID plans to support under the new
agricultural credit program. An important deficiency 1in
input mobilization has been the lack of well designed,
scientifically based programs of economic data collection
and analysis for gquidance of technology choices and
establishment of project priorities.

3. Training programs are an important ir.oaut to the project.
These have been well planned and executed, and meet SFPP
needs to date.

4, S. The construction program is about 1 1/2 years behind
schedule due to land acquisition and performance problems
with contractors.

6. On the Egyptian side, the project has had extremely
strong and capable project direction and employed well
qualified, hard working and dedicated staff at both
headquarters and village levels. It has brought in capable
local scientists from universities and rasearch
organizations to assist in design of technical assistance
packages for farmers. A substantial part of the project
success can be attributed to the leadership provided by Mr.
Noor and Mr. Gollehon, the project leaders, and their close
working relationship.

Recommendations:
1. Technical Assistance
a. AID should extend the ACDI contract through the
current PACD of July 1987. The contract now expires on

July 31, 198%.

b. Some of the existing technical assistance team which
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is currently based in the three project governorates
should be brought in to Cairo. Egyptian counterparts are

well trained and performing well. The technical
assistance team should be re—-oriented and expanded by 1
to 2 positions to serve the project work outstanding,

support the Bank's expansion program and pave the way
for a follow-on project.

Technical assistance should include:

(1.) Team Leader - Credit Administration Specialist
(657 SFFF, 257 Expansion and 10% contract administration)

(2.) Senior Level Farm Credit Planning and Operations
Specialist (S0% SFPF and S0O% Expansion); among other
tasks work with PBDAC in planning, and organizing staff
to serve expansion.

(3.} Accounting Specialist to assist in implementing the
El Maazawy or alternative accounting recommendations and
initiate work in a comprehensive EDP accounting and
information system (e.g. assist in preparation of
concepts and RFP for a turn—-key contract)

(4.) Loan Quality Control Specialist to assist in
development and implementation of a loan quality and
classification system. A simple method of analyzing risk
is needed for village bank use.

(3.) Farm Services Development Specialist to assist in
promotion and development of private agri-business to
support production objectives. (75% SFFPP, 25% Expansion)

(6, 7.) Two Farm Management Specialists,  possibly in
Cairo to assist in result analysis and development of
farm plans for all governorates. (75% SFPP, 28%
Expansion) Short term consultants will also be needed in
specialized areas, i.e. livestock.

(8.) Training Specialist to develop training materials
based on the policy and procedures manual and to assist
PBDAC in planning and implementing training in the
expansion.

(?.) Facilities Development and Merchandise Specialist
to assist in supervision of current construction
activities and improvement of both public and private
input distribution activities. This person should have a
principal responsibility resolving current construction
problems.

(10.) Training Management Specialist to assist in
development of a comprehensive staffing and personnel
development plan. Such a plan can only be prepared with
a great deal of input by PBDAC and SFFP top management.
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Considerable short term assistance will be needed ¢to
wor k with FBDAC. Additionally, the Center for
Agricultural Management Development can be used for
general management training.

(11,) Economist to assist in development of data
collection and analysis on returns to alternative
programs, activities, practices and off-farm and agri-
business investments. “his may be either an expatriate
or local person; however, provision must be made for a
one or two person team o assist in initial design of
methodology and twice yearly to participate in analysis
of results.

This is a total of 9@ to 11 full time people for a total
of approximately 20 person vyears, plus considerable
short term consulting time: All the positions would
serve the SFPP governaorates and the expansion.

The above major re-orientation requires advance planning
to recruit the appropriately qualified personnel and
allow for overlap with the existing personnel. Al though
these proposals have been discussed and accepted by bank
officials and Froject personnel, recruitment is
handicapped by delay in renewal of the technical
assistance contract. Unless action is taken very soon a
major loss in project momentum will result.

2. Loans Funds: It is recommended that AID provide
approximately ¥10 million additional funds to the current
SFPP to permit it to procmed in an orderly fashion in support
of the GOE plans for replication of the project in 1985-1987.

S. Training: Funds should be allocated by AID to initiate the
large in-country training program required by the PBDAC
expansion using materials developed by the project and based
on the SFPF Manual of Policies and Procedures. Additional
funds should be made available to develop an overall personnel
development plan with implementation funds available
following approval of a plan. Participant training should
play a secondary role and focus on management of PBDAC.

4. Storage and Bank Building Program: The project should
complete construction of bank and warehouse facilities agreed
to in the SFPP agreement. The only further AID support for
construction should be modification of training facilities
urgently needed during the next four to five years.

S. GOE Staff: The SFPF project has out grown its current
staffing pattern which basically reflects needs established
when the project was much smaller. The project director and
team leader need understudies in credit and farm management
to relieve them of daily operating responsibilities.
Implementation of the accounting and 1loan classification
program and extension recommendations will require additional
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GOE staff.

FEDAC expansion aof this project with SFFP support

will reqguire expansion of FRDAC training department staff.

VIII.

1. Improved Bank Management System
a) Management

b)

Improved Credit System

a)

b

€)

QUTPUTS

1.
information system
operating;

Staff more thoroughly trained

lending interest rates at
or near market rates:
savings rates at or near
market rates;

studies completed on means
to generate loan funds from
the capital market.

Farm Management Systems Developed 3.

a)l

b)

An

a wider variety of farm
enterprises being undertaken

in project area than elsewheres
advisory services being supplied
by bank or in cooperation with
extension services.

Improved Input and Storage 4,

Handling System operating in
Filot Districts

a)

b)

An
a)

b)

c)

incremental business oper-—
ating at or near market
prices;

costs of storage being
recovered from users.

analysis done with respect to:
comparisons of project area to
control area:;

comparisons to other credit
programs which lack provision of
extension or farm management
services;

recommendation for organization

Magnitude of outputs:

Complete system implemented
in 22 village banks and =

district banks.

Village level system imple-
mented in 11 village banks

162 cooperating farmer groups
(1,000 farmers) formed and
assisted by I8 farm management
teams.

140 storage facilities
upgraded, 50,000 mZ2/
new facilities constructed.



of national, cost effective,
extension and credit and input

systems.
4. An updated Training System 6. 1 training facility up-graded,
Operating 20 village bank officials
a) women receiving training trained, 300 village bank
for skilled jobs: employees trained.

b) better perscnnel records on
skills existing. Those needed
and plans toc meet requirements
in place.

Current Status

1. A management information system has been put in place for SFFP
which 1includes monthly information from each participating
village bank on numbers and amounts of loans made by term and
purpose, collections, and status of repayment. These reports are
all received in Cairo before the end of the folluwing month. The
information is received from all 38 banks in the project. This is
a vast improvement on the PBDAC system which is only now (April
1985) receiving approved reports on operations for the last year
(ending June 20, 1984). The staff of the 38 participating banks
have completed their first round of training in the accounting
and information systems used.

2. Uniform procedures are employed in all 38 participating banks .

a) Interest rates are 13% plus 1% service charge compared
with money cost to village banks of 10%. This lending rate is
about equal to commercial bank operations and compares
favorably with 3.5 to 8% on other credit from PBDAC.

b) Savings rates are basically equal to those in other
banking institutions ranging from % to 13% depending on
amount and term.

c) Means of generating loan funds has been informally studied
by the SFFP and the evaluation team but it has not been
subjected to a “"formal" contracted study.

S« a) In contrast with the output target of 4,000 coaoperating
farmers in 162 groups, there now are 28,000 farmers in 758
cooperating groups.

b) Farm enterprise guidelines on some enterprises have been
available from the start of the lending program. In March -
April 1985, the guidelines were substantially revised and
uodated and now caover all the major field crops plus citrus,
bananas, tomatoes, lentils, beans and laying hens. (a copy is
included as annex VII). The new guidance was issued to all
participating village banks and higher 1level agencies on
April 28, 198S.



4. The project initially planned construction of 140 storage
structures at the village level and I8 banking facilities. There
were substantial delays in obtaining sufficient funds for land
purchases and the activity is about 2 years behind schedule. The
total number of storage units has been reduced from 140 to 100.
Issues were raised in the 1983 evaluation over the location of
input storage facilities on agricultural land in villages and
failure of the project to find private investors to borrow money,
build facilities an:i lease them back to PBDAC. The present
evaluators have reservations about inclusion of any funds for a
general construction oprogram. Use of a small amount of the
building funds for rental of existing buildings and the
major part as an addition to the loan portfolio would have been
much better use of resources. Where the village bank was unable
to rent facilities it might have used the opportunity to contract
out the function to private individuals. In Egypt, given the
benign climate, tarpaulin covered platforms could satisfy many
seasonal storage requirements. The recommendation that the
project finance private investors to build and leasa to PEDAC in
the project seems an unrealistic, difficult and unfruitful way to
promote private enterprises. The idea of locating input
warehousas outside the agricultural area is inconsistent with the
farmer ‘s need to have input supply within a short distance of the
farm site.

a) Most incremental inputs under the project are sold at
market prices, about double the PBDAC quota prices.

b) Costs of storage is included in FEDAC's overall
calculations of costs which are basis for establishment of
GOE remuneration. SFPFP farmer prices are set with a view to
recovering costs; they are set at about double the quota
price. It 1is not clear what the arrangements will be for
recovering costs of facilities financed by AID.

S. The studies and analysis that have been completed provide
little information on the following areas identified for
specified attention:

a) Froject vs controi areas

b) SFFF programs compared with other programs that "lack
provision of extension or farm management services"

£) Recommendations for organization of national, cost
effective, extension and credit and input systems.

6. Not just 1| but a total of 10 training facilities are being up-=
graded - three are in the process of reconstruction; another S
are being equipped and 2 more will be equipped by the PACD. The
project has exceeded the training target of 50 bank officials; a
total of 38 village bank managers, and 36 district and other high
bank officials have been trained and 190 others trained mainly in



accounting and financial analysis. All project personnel receive
on-the-jab training and have close supervision during the first
several months aon the project.

Recommerdation:

1. The major recommendation with respect to outputs is that much
more effort be made on economic analysis of all aspects of the
project.

2. More study should be devoted to organizational and operational
issues.

L d

3. Particular attention is needed on means of stimulating more
private agri-business initiative in support of the project.

4. SFFF expansion should continue in SFPF governorates. in support
of MOA/FEDAC policy.

S. Farm management advisory services should be expanded from the
present two extensionists to as many as five depending on funds
available from SFPF interest. Services should include livestock
and dairy packages.

IX. FROJECT FURFOSE

1. By 1988, effective system 1. Conditions that will indicate
operating in 3 complete , purpose has been achieved:
districts ready to be End of Project status by 1988

applied on a larger basis.
a) system enables farmers to
increase yields and income by
10% by providing greater
access to inputs, encouraging
use of new technologies, and
increasing farmer service by
the bank and extension
service.

Current Status:

As of the time of the evaluation, (April 1985) the SFFF had been
expanded to the target of including all 22 village banks in 3
districts with full involvement of the respective district banks.
The project also has been extended to S other districts, with 16
village banks. One of the new districts has only two banks, both
now are in the project. Project activities are still concentrated
in the original three governorates. The project has gained the
experience and nucleus of trained staff to permit an accelerated
rate of expansion. Recently, the government formally announced
its intention of expanding the SFPP approach to eight new
governorates in 198%-86 and to 192 new village banks over the
next two to three years. AID is planning to provide support in
this expansion of the program.



Frior to the 1984 amendment the EOFS indicated that the project
would be expanded by 1985 to eight districts. The project has
concentrated on that objective and now has achieved a presence in
the eight districts, but it will be one to two years before all
these new banks will be functioning &t the desired levels of
efficiency. The new emphasis on 100% coverage in the three
initial districts will provide neaded experience at the district
levels where village bank supervision takes place. Until now the
SFFF  activities have operated parallel with regular FEBDAC
operations at the village bank level. This total district
approach will permit the gradual change over to the SFFP approach
in these three districts. The next AID agricultural credit
project will support expansion of the program to as many of the
planned 192 new village banks as feasible in 19385-84 and beyond
that possibly to &s many as 300 as rapidly as this becomes
faasible.

The project purpose has been amended. The original statement of

purpose was: "To develop in three governorates an improved FERDAC
credit and input system to provide small farmers with access to
agricul tural inputs, including seed, fertilizer, cash,

technological information and capital equipment."”

It would have been better to broaden and clarify the statement of
purpose rather than to narrow and obfuscate it., The project as
currently operated does, 1in fact, adhere closely to this earlier
statement of purpose. It should be made clear for this project
and the neut credit project that part of the purpose is to help
bring about a significantly altered and improved system for
distribution of production goods and services, one which will
involve a very substantially increased role for private
enterprise. The project has promoted ' and supported private
initiative in this area, especially in distribution of poultry
stack and support of machinery, and custom machinery operations;
however, FEDAC is still the primary channel for input
distribution. The project has been directly involved in some
supplemental input distribution. If the SFFF approach is to be
fully implemented in the three districts on a test basis and
experience gained applied to other areas,; then the project should
now substantially increase ite emphasis on and support of private
agri-business. How this can be done and how far and how fast it
can proceed is to be learned.

The PACD has been extended from July 1935 to July 1987. This
should be sufficient to achieve the end of project status,
including development of some alternatives and/or complementary
means far distributing production inputs and services.

The two major linkages between purpose and goal continues to be
appropriate. There are stable or improved price policies which
will continue, and a demonstration spill over from the project
will influence farmers outside the project area. A third implicit
link 1is that faced with the favorable conditions provided under
the purpose, farmers will opt to participate in use of production
increasing practices and increased income will result from use of
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these practices.

X. BOALS AND SUBGOALS

Froject Boals Objectively Verifiable Indicators
Increase productivity of 1. Cooperating farmers, initial
small farms leading to ? groups: 2S%

greater small farmer
income and employment.

2. Remaining cooperating farmers
in 38 villages: 20%

S. Cooperating farmers in 18
villages: 1S%

4. Other farmers in X8
villages: 10%

J. Farmers in remaining villages
of the 8 project districts: S%Z

The project lending rate is on target with respect to value of
loans made and ahead in terms of numbers of farmers served. As of
the January 31, 1985 loan funds advanced have been drawn almost
to =zero. The cumulative value of loans made was LE IT,B93,867
with 41,167 total loans. The pace of lending has accelerated
rapidly from 150 loans made per month in the first cemester
(11781 to 4/83) to 1,500 per month in the last full semester
(/84 to 10/84) and 2,500 per month on the S months from 11/84
through 1/85. Data are not available an the impacts of the
project on groups as indicated in the objectively verifiable
indicators. Available evidence indicates the following keyed to
the five groups.

1, 2, 3. The average number of farmers directly participating in
the project have exceeded project targets. Livestock loans
commonly involved introduction of a new farm enterprise,
hence before and after comparisons of the enterprise are not
possible. On average, returns on the livestock investments
have been about 3I0%. Introduction of a small 1livestock
enterprise (1-2 cows or 96 laying hens, etc.) on a 1-2 feddan
farm increased the net incaome flow by about one third
compared with income from traditional crops alone. Livestock
has accounted for 80% of the total value of loans.

The increase in production on enterprises that have been
financed generally came within a half year. Thus there is no
significant difference among the early and later participants
in increase in income, (ie groups 1, 2 and 3 from above).

4, S We do not have specific data on the amount of secondary or
demonstration affects, although field observations indicate a
considerable impact especially in a crop block situation.



Where a farmer has obtained credit for a mechanical
improvement, he generally has leased it to other farmers for
custom work. Thus S - 10% gains for other nearby farmers
appears likely in areas where the project has been working a
year or more.

The goal should be expanded to reflect the direct income ard
employment benefits which will come from expansion of private
enterprise involvement in provision of production inputs,
services, marketing and processing.

XI. BENEFICIARIES

The primary beneficiaries are the small, tenant and landless farm
families living in the project area, an estimated 182,000 farmers
in 3B village bank areas. Approximately 93% of all Egyptian
farmers have holdings of less than five feddans and find it very
difficult to satisfy FEDAC regquirements for collateral. Tenant
and landless farmers, two groups which could not have otherwise
received loans, respectively received 22% and 2% of all loans to
date. The total number of people benefiting directly is estimated
to be about 25,000 to 28,000 families with a total of about
160,000 family members. By making credit accessible to these
small farm families, the project cam contribute substantially to
improved development in Egypt.

SFFF farmers have benefited by crop yields that averaged more
than 30% above national averages. Increases in income have been
evern greater due to a shift from low-return traditional crops to
high-return crops.

Livestock enterprises accounted for over 80% of funds loaned.
Analysis of livestock enterprises indicates that these provided

high rates of return as well as increased meat, wmilk, and eggs
for family consumption. Livestock are generally tended by unpaid
household members, usually women and children, who might not

otherwise find employment in income generating activities. These
duties may relieve them of field work and as well as increase
their activities at the homestead. Farm equipment loans (13%) may
similarly relieve household members of hard field work ac well as
provide cash from custom hire service. Women were listed as the
borrowers on 137 of all lvans and are probably responsible for
the management of the majority of livestock enterprises, no
matter who was listed as the borrower. About 60% of the value of
dairy, laying batteries, rabbit hutches, and similar enterprises
were sold, thereby increasing funds directly available to women.
Dairy enterprises (12% of the value of loans, but a much higher
percentage of loans outstanding) may be particularly significant
since milk can be processed into butter and cheese and sold at
much higher prices.

To date the project has been unable to locate appropriately
educated women 1living in the rural project sites and the
qualified women from other areas would not relocate. This project
has not encountered serious difficulty in having male personnel
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work with women enterprise managers. The project is giving
special emphasis to training women to manage the new accounting
system.

The project has analyzed skills and areas of training required
for emplaoyees sent for participant training, but does not
maintain such records for all staff. This should b= done by
govarnorate level training specialists and assessed Jointly with
the project training specialist.

Agri-businesses received anly one percent of total loans, but
probably would not have qualified for regular FPBEDAC loans. #
Studies by The Rural Non-Farm Employment Froject suggest that
micro-industries such as machine shops and agricultural implement
manufacturers are limited in their ability to expand and moderize
because of limited funds. The combination of finamcial analysis
and funds provided under SFPF can provide important stimulation
to non—farm enterprises in the long run.

XII. UNFLANNED EFFECTS

The project anticipated changes in bank procedures and policies
as & result of the project, but changes have been much stronger
than anticipated. Bank management was originally very skeptical
about lending without heavy ccllateral, especially to landless
and tenant farmers. Management'’'s commitment to lending to this
clientele is very strong as demonstrated by the decision to
expand 3SFFF to- &1l village banks. Furthermore, they believe that
lending based on SFPP principles for all loans will greatly
enhance the bank’s role in developing agriculture. FProductivity
results achieved by pairing extension with credit and the support
for extension services through bank incentives is the major GOE

Justification of market interest rates; nevertheless, interest
rates have been criticized by the opposition and press. This
combination of wentension and credit, leading to increased

productivity, is central to progress in raising interest rates on
loans to cover real cost of operations and services.

The bank bas modifiad some lending practices, such as reducing
documentation needed for collateralized loans to expedite loan
processinig. In two project goverrorates, delegated lending
authority equals or almast equals the amount SFFPFE managers can
approve for loans. SFFF's intensive training program has changed
attitudes throughout the bank about the need and benefits of
training. Top management has been willing to participate in an
executive training session and afterwards more willing to examine
their own performance. This is a major breakthrough and paves the
way for more management development activities in the remaining
two years of SFPP and the proposed new agricultural credit
project.

* Davies, et al., Small Enterprises in Egypt: A study of two
governorates, Working Paper 14 (1984), pp. S51-58.



The bank management’'s views on management information systems and
accounting have progressed also. In 1979, Price-Waterhouse made a
major gbtudy of the BRank’s accounting system, but their
recommendations were rejected. The proposal coming cut of a study
by Dr. &1 Maazawy took two years to be approved, but now the bank
is very interested in modernizing their system and camputerizing
accounting in the headquarters and governarates, using the El
Maazawy study as a gquideline.

Farallel with SFPP progress, certain other changes have been
made. For example, SFPP incentives and bonuses are based on a
careful quantitative avaluation of personnel performance. Next
year FBDAC will switch to bonuses based on merit and performance.
The bank began a significantly higher level of mid-term lending
in the lake seventies and has continued to expand funds in this
area. Also they are now lending at interest rates equal to those
of SFFF where their regulations permit.

XIII. LESSONS LEARNED

1. Farmers will pay substantially higher prices for incremental
inputs than Lhose charged by PBDAC when credit is available and
the interest rate and investment profitable. With regard to
interest rates, it is particularly significant that farmers will
pay interest rates sufficiently above the cost of capital to
allow a several percentage point spread.

2. That a virtually 100% repayment rate can be achieved on loans
to small farmers where loans are for financially viable purposes
and the lending institution has reasonable means for penalizing
non-payment. Two methods may be employed. Farmers may be denied
access to inputs until they repay and borrowers may be required
to sign checks for the amount of loan and interest when loan is
made. These methods are uwsed by FPEDAC for other 1loans. The
project has benefited by the repayment discipline imposed by
PEDAC's near input monopoly.

The principal characteristics of this credit project which
distinguish it from many less successful or unsuccessful credit
projects is the high repayment rate. A small interest subsidy is
& bearable social costs for small farmers’ credit, but no credit
system can survive long when farmers find they can refuse to
repay with impunity. In the project we find both high repayment
and basically economic interest rates. Any new AID credit project
designer should find it worthwhile to examime how this has been
achieved.

XIV. SFECIAL COMMENTS

The announced policy of the GOE is to promote private enterprise;
a policy also supported by AID. PBDAC has a dual role in
development as a credit institution and since 1974, as the
principal (in some cases monopoly) distributor of inputs. The
FBDAC system has over 4,000 outlets, one for every 1,300 feddans.
While there have been shortages at times, the system does provide



convenient access for small farmers with little
Several vyears will be required for an alternative system to
evoive, In the meantime, private alternatives should be
supported but progress in agriculture will depend largely on
continuation of a basic supply service through FEDRAC. As &

taraet, however, eipansion in input requirement and new products
should go via private channels.

transport.
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ANNEX 1. ECONDOMIC ANALYSIS
A. Summary:

Data are not available to estimate the internal rate of return
for the overall project; however, project data and other studies
(discussed in detail later) indicate rates of return before
interest costs of at least 25%Z in the least profitable of
enterprise categories supported by the project. For the highest
return activities, the rate of return would be several times this
level -~ eg. grain drills. A high percentage (80%) of loans are
in the livestock area where farm level returns average about I1%.
Eicluding the construction, about 2/7 of the project funds are
being used or will be used for lending activities. Thus the
internal rate of return to the project probably is at least 20 %.
Return in the next credit project should be somewhat better with
averhead costs a smaller part of the total. Returns for
construction undertaken by the project (25% of the funds ) will
depend on methods of operations, margins allowed on inputs, and
other aspects. The construction is just getting underway and
adeguate infaormation is not yet available to estimate rates of
returns.

B. Current Agricultural Situation:

1. Becent Trends In Production and Consumption

Agricultural consumption is growing much more rapidly than
production, spurred by a 2.9% population growth rate; rapid
growth in per capita income and subsidized corsumer prices.

Per capita consumption of food has risen rapidly - whezat from 8¢
kg in 1960 to 170 kg in 1980 (now the highest in the world).
Consumption of animal products, fruits, vegetables, fats and
oils, food legumes and sugar also is rising rapidly. Crop
production in general is not keeping pace with population growth.
Thus, most of the increase in consumption must be imported.

Livestock production is growing slightly faster than crops and
slightly faster than population, but consumption is growing even
more rapidly and imports are growing. Since 1981 total import of
agricultural products have been running between $7 and #4 billion
per vyear.

A 1982 MDA, USAID, USDA report estimated that with the current
trend, imports would reach $12 billion by the end of the
century. Though grains account for the major part of imported
food, the 1list includes a wide variety of commodities. Imports
account for 100% of tobacco consumed (By policy, none is
produced), lentils, 90%; grain and vegetable oil, about S0%4y and
red meat and dairy products, about 33%.



Commodity

Wheat and Flour
Corn

Lerntils
Vegetable 0il
Tallow
Soymeal

EBeef

Chicken

Beef Liver
UHT Milk
Cheese

Butter

Tobaccoe

TABLE I - 1
1984 AGRICULTURAL IMPORTS

Total Import
000 M.T.)
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2. Use of Froduction Inputs

Some data on Egyptian agriculture provide insight into the
potential of Eagyptiam agriculture and the constraints to
accelerated growth.

The total arable area is limited to slightly over six million
feddan under cultivation. Irrigation water available from the
Aswan high dam tctals about S5,000 billion cubic meters or enough
to provide about 2.3 meters per year over the entire area
cropped. Thics is estimated to be at least S0% more than the
annual pan evapcration rate which approximates plant use rates
at the maximum growth stage, but most of the year plant demand is
much lower. Since substantial amounts of water are added by
drainage above the last barrage, the quantity of water available
to irrigate is much greater. Application greatly exceeds needs
leading to fertilizer leaching, water logging, salinity build up
and reduction in yield.

Nitrogen fertilizer application currently is about 115k / feddan/
year. Eucluding berseem and other legumes and assuming two
crops/year, it is about 80 kg (176 lbs) per feddan cropped. This
should be sufficient to obtain very high vyield but for several
reasons this response is not achieved. Principal factors are pcor
waterr maragement which restricts crop growth and leaches nitrogen
and other nutrient deficiencies - P, Ky Zn, Mn.

As a rule of thumb, one kg each of P205 and K20 are needed for
each 2 kg of N used, but actual N use is about 700,00C MT, P20S
about 150,000 and K20 about 15 - 20,000 MT. Adjusting for P use
on berseem, the ratio of N to P205 is about & to 1 and the ratio
of N to K20 is about SO to 1. Zinc deficiencies alsc are common.
Other problems with nitrogen fertilizer utilization include
improper placement and poor cultural practices which 1limit
nitrogen use by the crop.

Despite existing high nitrogen use rates, the SFPP staff and ARC
scientists recommend higher rates of use for maize. The guota is
120 kg, &and SFFP adds 33 kg of N per feddan for a maize crop of
about 1S5 ardab (80 bushels). This is almost twice the U.S.
application rate for a 150 bushel yield. Some scientists estimate
ovar S0Z of the nitirogen applied is wasted. Actually, at these
rates only about 20%4 of the nitrogen is used by the plant and
recovered in the grain and fodder. Good corn practices should
permit an uptake of 70%. Waste of T0 - 40% of the nitrogen at
warld market prices of about $£400/MT of N would mean an annual
waste at current rates of about $100 million per year. Yet Egypt
is moving to expand nitrogen production and use. Current targets
put consumption by the late 1990s at S0% over current rates.

The livestock population is high relative to production areas.

The 1982 MOA, AID, USDA study estimated an average of about one
animal wunit for e@ach feddan of cultivated land and, of course,
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there is virtually no pasture or range land.

Al though Egyptian crop vyields are high relative to most
developing countries, they are low considering the resource base
which includes irrigation coverage of essentially the entire crop
area with temperature and water adequate for 2 - = crops/year.
The crop area is almost free of weather hazards - storms, hail,
frast, high winds.

The 1982 MOA, USAID, USDA Study estimated long range potential
for a 200 per cent increase in crop praduction.* This 1is borne
out by yields in large numbers of on-farm demonstrations, mostly
in 196¢ - 82, which average 54 to 258% above national vyield
averages.

CROF INCREASE OF DEMONSTRATIONS
OVER AVERAGES
Rice S47
Wheat &S
Maize 125%
Sorghum &3%
Citrus 250%
Tomatoes 258%
Potatoes 163%

» Strategy for accelerated agricultural development
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Similar increases in livestock production are feasible especially
if Egypt continues to mechanize tillage and substitutes high meat
ard milk breeds for current breeds of buffalo, cattle and for
horses, donkeys and camels. General use of improved livestock
breeds would permit increased output of milk and meat with less
winter berseem, but summer green forage (e.g. hybrid forage
sarghum) would be needad to provide adequate year round quality
forage demanded by higher producing animals. A& reduction in
numbers to 2 - T million animal units could provide a major
increase in total production if modern breeds and systems were
substituted. Illustratively, 2 million cows at 6,000 kg each
would provide 12,000,000 MT of milk (6 times current output) and
probably 300 - 400,000 MT of meat, near the total current level.
Current low international prices on surplus dairy products make a
large scale shift of this Ltype uneconomic, but movement in this
direction should be made since there is no guarantee that low
dairy prices will prevail in the future. EEC is striving to bring
its eucess production under control. Modern livestock and
management systems should be introduced and tried omn small farms.

3. Recent Production Gains

The three major crops have made modest gains in

yvyield over the past § - & years with increases in
nitrogen fertilizer and efforts on other fronts. These crops are
maize: up from about 1.6 MT/feddan for 1978-79 to over 1.90
MT/feddan for 1982/8737; cotton: up from slightly under 8
kentarr/feddan to about 8.6 kentar (of 157.5 kg of seed cotton):
and wheat: from about 1.4 to 1.55 MT/feddan.

Despite these yield increases, production has declined for cotton
(a 100% quota crop) and rice (1.6 MT/feddan quota) while maize
has increased about 12%4 with a price above the world market
levels. Soybeans with attractive prices have doubleaed in
production because of increased area, not vyield. Under the
impetus of free prices, vyields in production of tomatoes and
potatoes also have risen rapidly since 1978, vyield up 15 -~ 20%
and production up about ZS%4. Onions have been beset by disrcase
praoblems and yields are low.
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TABLE T - 2

YIELD FPER FEDDAN
(Metric Tons)

Crop 1978 1979 1980 1981 1982 1983
Barley 1.16 1.14 1.12 1.13 1.12 1.09
Broad Beans 0.97 0.95 0.87 0.87 0.9 1.02
Chick Feas - - - 0. 64 0.64 Q.63
Cotton(metric kentar)# 7,38 8.09 8.320 8.47 8.465 8.3%8
Fenugreek - - - 0.73 0,78 0.746
Flanseed 0.32 0.50 0. 50 0.91 0.49 -
Garlic 7.86 7.97 8.15 7.94 B. 49 8.355
Hena - - - - 1.17 1.37
Lentils 0.44 0.41 0.43 0.43 0.48 0.49
Lupines - - - 0.72 0.7S 0,63
Maize (mili) - - - - 1,32 1.40
Maize (summer) 1.64 1.96 1,70 1.72 1.87 1.96
Winter Onions 7.646 6&.77 8.49 8.33 8.13 8.58
Peanuts 0.83 0.87 0.90 0.90 0.82 -
Fotatoes 6.08 7.17 7.26 7.350 7.74 -
Rice (nili) -— - - - 1.08 3.92
Rice (summer) 2.28 2.41 2.45 2.34 2.28 2.41
Sesame , 0.490 0.34 0.41 0.41 0.44 0.44
Sorghum (nili) - - — - 1.24 1.Z22
Sorghum (summer) 1.57 1.36 1.97 1.88 1.57 1.899
Soybeans 0.97 1.06 1.12 1.19 1.15 1.10
Sugarbeets - — — - - 12.78
Sugarcane 3F7.91 I5.35 34.14 35.08 3I4.42 --
Tomatoes 7.07 7.37 7.44 7.56 8.26 -
Wheat 1.40 1.33 1.36 1.39 1.591 1.55
Source: Agricultural Economics Office

MOA
Date: April 8, 19835

*entar =

157.5 kg of seed cotton



Crop

Rarley
Sroad Beans
Cotton (lint)
Garlic
Lentils
Maize
Onions
Peanuts
Potatoes
Rice

Sesame
Soybeans
Tamatoes
Wheat
Sugarcane

PRODUCTICN OF MAJOR CROPS
(000 MT except Cottom in Metric

1978

172
231
8,767

15

3,117

meey
223

26
772
2,351
9

79
2,197
1,933
8,246

TABLE I -

1979

122
236

9,672 10,574

9
2,938
174
27
1,019
2,911
12
106
2,421
1,856
8,790

a4

1980

107

215

-]

T,231
189

1,214
2,384

15

92
2,468
1,796
8,618

-
-t

1981

102
208
9,985
4
S,T08
99

26
1,198
2,236
146
130
2,454
1,938
8,80%

Kentar)

1982

121
260
9,217
6

5. 247
92

24
1,184
2,441
20
1&6
2,657
1,938
8,740

1983



C. Froject Activities:

1. Services Provided

The FEDAC has concentrated on distribution of production inputs
(fertilizer and other chemicals) and provision of financing until
harvest. Inputs are subsidized and made available based on quotas
for individual crops which often are far from optimal for
irndividual farms and fields.

Until 1979, very few PBDAC loans were made for purposes other
than seasonal inputs and those made were based on land as
collateral, not expected financial or economic returns on +he
planned investment. SFFP set out to change this in several
significant ways.

-Additional supplies of various production requirements were
made available at or near market prices, (eg. fertilizer with
little or no subsidy which means about double the subsidized
ratcel.

~Additional credit is provided at commercial interest rates
to finance additional production inputs and investments, (14%
compared with 3.5% and 7% previously).

~Loan appravals are based on enterprise returns not
collateral.

Under SFFP, farm management advisory services are provided to
farmers in planning and presenting their production plans to
obtain credit. Project technical staff visit farms at least 2 to
3 times per year to provide this technical service. Loan
approvals then are based on expected economic viabilitvy of the
planned enterprise and investment.

SFFF has financed a wide variety of loans including investments
on both crop and livestock production activities. It was
anticipated initially that a high percentage of the financing
would go for crop production purposes. But in the period +from
the start of the project in 1980 through December 1982, over 90%
of the credit went for livestock and only 2.3% for crop
production inputs. Most of the livestock credit went for broiler
production and local milk cows, and buffalo. Efforts to redress
this imbalance have resulted in about 18% of lending now going
for crops. PBDAC's normal business emphasized short term credit
for crops and provided little medium term or livestock credit
until 1980. Thus there was a large latent demand for medium term
credit and livestock credit when the project started. In addition
to credit and technical advice, the project assisted
participating farmers in arranging needed inputs. In part, this
latter service was provided by helping business provide the
service.

Questions have been raised at three levels with respect to the
economic soundness of the project.



1. Are all three of the project elements essential to
success of the project, ie. the provision of credit, the
arrangement for inputs and the provision of farm management
advisory service 7 By implication might PFPEDAC and SFPF
divest itself of non-banking functions and concentrate on
firancing farmers and agri-businesses?

2 Do the individual farm enterprises or increments to these

a

enterprises financed provide an acceptable rate of return 7

3. Is the SFPP approach econamically viable 7 What should
be priorities on further SFFF activities?

2. SEFE Funds and Fund Application
Total funds made available to SFFF under the agreement were U.S.

£ 4% million grant from AID, and LE 9.271 million grant <rom the
GOE. In addition, LE 10 million was authorized for SFFP

borrowing from FBDAC.
The grant in dollar equivalent was:
U.s. 47 million
GOE 11.2 million

Resources aire budgeted as follows:

Total 60,20 million
construction 16.195
NET 44,095

The construction of buildings is a fixed investment which
presumably is justified as an econoamic alternative to rental and
hence stands on its own. The primary concern in SFPF and any
follow-an credit project is rate of net return on money used for
purposes other than construction as shown below. Loan use is
shown in Table I-5.

Resources for non-construction use ¥44,. 050 M
Funds available for lending 28.397 M
Funds for support 15.985 M
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Funds for lending make up 64.5% of the total grant resources, net
of corstruction. The average rate of return on these as shown
later is estimated to exceed 3I1%. Thus the overall project rate
of return excaeds Z0%4 (0.645 x Z1%). Any follow on credit project
chould have a much higher average rate of return since technical
assistance, training in the U.S., internal overhead, and
commodities imported for tests and related costs are expected to
be a much smnaller part of the total.

Ectimated effects on yields and net returns for different
entarprises and investments are discussed in the following
sections. The impact of economic pricing is considered and some
suggestions are made for priorities on future SFPP activities.
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TABLE I-S

SUMMARY OF LENDING THROUGH JANUARY 1985
(Millions of LE)

Loans value Z of Value
Crops 17,641 2,266 &.7
Meat, Breeding Stock,
Dairy, Eggs and wark
animals 21,111 23,278 6B.7
(of which wark animals) (491) (391)
Farm Equipment 4,947 3,946 11.64
(of which livestochk) (1,774) (S74)
Land Improvement 774 1,589
(of which is livestock) (S597) (1,333 4.7
Agri-business 284 297 0.9
TOTAL

3%,894
All Crop Elements
Crop inputs 2,266 36.4
Work Animals 391 &.3
Equipment 3,372 34.1
Land Improvement 204 F.Z

&,233 18.4
All Livestock 27,764 80.7
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Z. Importance of Different SFFF Services

In 1980 pre-SFFP surveys were carried out in each district where
the project was to be undertaken to establish baseline data on

vields. Beginning in 1931/82, samples were selected in each
village bank area from a list of all farmers participating in any
of the SFPP activities. Results have been summarized by farm

enterprises by practices and implicit services received from some
sources. "Services Included":

SERVICES CODING
locked Crop (101)
Land Preparation Loans (102)
Input Loans (103)
Harvesting Loans (104)
Soil Analysis (105)
Mechanical Cultivation (106)
Land Preparation (107)
Improved Seeds (108)
Herbicides. (109
Insecticides & Fungicides (110)
New Techniques of Irrigation (111)
Foliar Fertilizing (112)
Mechanical Harvest (113)
Marketing Services (114)

While the data show practices which may reflect a service
provided, the data do not indicate the source of this service
(eg. SFFP, PBDAC, MOA extemsion or other).

Table I-6 shows a break down of practice and services by crops as
reported by farmers. In coding item 101-114 were combined into 8
groups for computer runs.
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TABLE I

EL SHARKIA
DISTRIBUTION OF AREA ACCORDING TO CROPS AND PROVIDED SERVICES
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Thus impacts of SFPF can not be determined directly from these
data. It may be possible to go back to SFPP individual farm
racords and determine exactly what service each farmer received,
but even this may not be adequate. The information gained may not
be worth the effort required. More insight may be provided from
reports such as the excellent report recently produced on Assiut
project operations by SFFP personnel.

Another problem in extracting data from these surveys 1is that
when the data were assembled (1982/87) lending for crops was very
small (2.3% of the total) plus 0.9%4 for draft animals and S.4%
for equipment. (9074 of the loan funds went for livestock). In
one governarate very little had been loanaed foi crop production
through 1982. Yet virtually 100% of the farmers interviewed
reported receiving services for one or more crops and in Kaluybia
almost 100% of the farmers reported services for many of the
crops  they reported arowing. Though there was no SFPF cotton
package & high percentage of farmers reported receiving cotton
services. The same was true for some other crops. Farmers were
reporting these services from any source, not just SFFP.#*

During the course of the project implemerntation, praject
administrators became concerned over the heavy broiler and
livestock bias: for broilers, because of concerns over market
saturation and ability of small operators to compete; and for

livestock, because of questions over economics of milk and
meat operations based on unimproved animals. As a result the
emphasis was shifted to more crop loans. Table I-5 shows the

cumulative lending through January 1985 by which time crop input
lcans had increased to about 7%, but still coveraed only a small
part of total crops of individual SFPP farmers. Most of the
inputs were still being provided by FBDAC's reqular program.

The G&FPF project was designed to provide <three complementary
functions -~ credit, advisory services and supply of intermediate
production goods because it was felt that PBDAC with its built in
rigidities could not meet credit and intermediate production
needs and MOA could not adequately supply the technical
information needs. The farm management survey data on those
crops which have received most attention do not directly answer
the question of relative importance of thase three functions, but
used with other data and field observations they help suggest
answerrs to this question.

The answer, in large measure, is a function of the particular
innavation or investment to be undertaken with project supportes
For larger items such as livestock, implements, and poultry
facilities, credit with very few exceptions was a necessary

* Computer runs should be made selectively to compare situations
with and without certain practices where there is a statistically
relevant grouping of with and without eg., between Z0% and 70%
in either group. This operation will provide some indications of
effects of each practice on yields. '
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condition. The rapid rate at which loans were made for local
cattle and buffalo, especially in the early stages, bears this
out. Almost half the loans through 1982 went for local livestock
faor which supplies and know how already existed in the farming

comnunity. About I5% went for broiler units where credit,
technical information and help in arrangement for supplies, (‘eg.
equipment, chicks, feeds) all were important. Crop input credit

(2.3% through 1982) probably was helpful, but technical know how
and supplies of special items were particularly important. For
some, the specialized input was the key ingredient. Crop
technical assistance appears toc have been particularly helpful in
shift to high value crops.

For crop equipment (10% of total as of January 19835) arrangements
for supplies and services have been particularly important in
success to date. As discussed in more detail in Section G:
Mechanization, machinery supplies tend to respond slowly to
demand. Machinery usually has not been stocked in local shops
and machinery dealer showrooms are rare. The principal
exceptions observed were water pumps. The project has been
involved both in some direct arrangements of equipment and
facilitating of private arrangements of larger investment items.
For these items arrangements were most critical with credit
second in importance. Opinions vary, but lean toward more support
of private initiative and less direct project supply of inputs,
etc. Field observations support the economics of this approach.
Widespread private initiative in production and distribution of
inputs, 1including equipment stimulated and supported by SFFP,
will require some technical assistance to local businessmen as
well as a substantial financing. Data presented later indicate
very high returns to some types of mechanization and attractive
returns to small farmer livestock enterprisas.

Under the project, there have been a few land development and
reclamation investments for which credit requirements are large.
For some of these, technical help is critically needed; in other

cases, help on arrangements for services required. Looking
ahead, SFFF will need to provide all three services albeit not
for every investment. SFFF and PBDAC should make increased

efforts to develop private suppliers of production inputs and
services and to cooperate with MDA in developing and utilizing
its capability for provision of technical guidarce to farmers.
The recent Assiut report provides information on how the project
in that governurate has combined the three project services.

D. Project Effects On Yields:

1. EEPE and Natiopal Yields

Major differences were found between SFPP and national vields for
different crops in 1982-87. The largest difference was for
tomatoes where SFPP farmer yields were 192% kigher and garlic
176% higher. Faor cotton where SFPP had no package, SFPP
participants had slightly lower yields possibly because they were



more sensitized to other opportunities.
were only 11 % (higher for SFFP).

higher for basic cereals - wheat, 26%; rice, 25%;

4467 beans, 72%;

Broad beans
Chickpeas
Cotton(Metric)
Garlic
Lentils

Maize (summer)
Maize (Nili)
Onions
Potatoes

Rice

Sorghum
Soybeans
Tomatoes
Wheat

and lentils, 737%.
TARBLE I - 7
PRODUCTION
COMFPARATIVE YIELDS PER FEDDAN, SFFP AND NATIONAL
(MT)
1982 1982 - 19872
MOA Average Actual SFPF
National Yields Yields
.99 1.63
.64 .77
8.5% 8.32
8.69 24
0.49 « 85
1.96 2.86
1.40 2.47
8.13 ?.00
7.74 10.66
2.41 J.01
1.59 2.19
1.10 1.33
8.26 24.16
1.51 1.90

Unweighted average % increase,

all crops except tomatoes.

54

Difference for
SFFF yields were significantly
summer maize,

onions



2. Current SFEF Farmer Yields and Base Year Yield
In order to measure project impact, a base vyear survey was
conducted in governorates where the project was to start. This
was to establish average yields per feddan before the project
began to operate. FHase vyear and 1984 crop season vyields and
changes from 1980 to 1984 are shown in table I-8.

Comparison of SFPP in 1984 with all yields on the base year

(199M show the large gains. The: data show particularly
impressive vyield increases for some vegetable crops (e.g.
tomatoes wup 188% in Kalyubia, 422%.in Assuit, and I2%4 in
Sharkia). Many field crops also showed outstanding increases
(maize, BOZ to 134%:; wheat, S2% to 113%; fava beans, 28% in
Assuit and 203% in Sharkia). These base year and current SFFF

yield comparisons should provide the more reliable measures of
praogress since the base data were obtained for areas where SFPF
is functioning. There may be some bias in that better farmers
are likely to take action to participate first. By 1984 some 20%
of the farmers were participating so most of this bias, if it
existed, should have disappeared.

. Yields of all SFEP Farms and SFPP Farms Without Services

Yield data from the 1782/83 craop year SFPP annual farm management
survey were compared to determine differences between farmers who
receive one or more of the SFPP services for a particular
enterprise and those who do not (though they participate in other
enterprises). These comparisons show substantial differences,
but much 1less than do the first two comparisons. The data
suggest that, having participated in SFFPF, the farmer becomes
innovative, and “applies improved technology to minor
enterprises. Much of the technology is transferable: better
irrigation, better seed bed preparation, better pest control and
perhaps use of P and K with N fertilizer.

L]
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YIELDE OF AL FARMERS IN SFPF SAMPLE AND VYIELDS OF FARMERS

WITHOUT ANY "SERVICE" 1982-87.

Crop Kaluybia Sharkia Assuit

without all without all without all
Wheat A 12.5 14.43 10,83 13.14 8.77 10.328
Maize A 15.2 17.78 15.99 18.93 15.10 16.26
Soybean T 1.31 1.60 * * 1.00 1.05
Cotton K 9.49 10,32 7.78 7.73 S5.67 6.92
G. Beans T J.33 26 * * * *
L. Clover T * * 24 25.2 * *
EBroad B. A * * 8.6&7 8.53 8.03 8.91
Rice T # * 2.93 J.01 * *
Tomato T * * 17.21 25,11 * *
Fasclia T * * 0.54 0.59 * *
Lentils A * * * * 13.32 15.61

A — arcab - a unit of volume measure about 1560 kg.
T - MT
k. - Kentar - volume measure for seed cotton of 157.5 Kg.

* Numbers in sample either without any service ar with any
services were too small to be meaningful. (Time did not allow
running statistical tests.)

4. Current SFFP and Governorate Yield Comparisons
Comparison of 1984 yields of SFFP ‘farmers in each governorate for
the same period are likely to show somewhat smaller difference
than between base year (1980) and 1984 for the village bank
areas, since some gains in yield have been made by farmers in
general since 1980. These data support the conclusion that GSFPF
participants achieve substantially higher vyields than other
farmers. The data suggest as a policy that significant changes
not be made in the approach and methods of SFEF as it is extended
to other governorates. However, a more scientific approach to
measurement of impacts of the various services provided will be
needed.

Review of the vyield effects of the individual practices and
services, as listed on the farm management print cut suggest that
the most significant commonly encountered factor affecting vyield
in Sharkia and Kalyubia was improved seed. There were wide
variations among farmers but GSFPP farmers in these two
governorates got about 2 ardabs more wheat and I ardabs more
maize with improved seed. For rice, the difference was 200 - 300
kg /paddy. In Assiut, seed associatad differences were generally
smaller. Information was not available on drill or planter use
with different types of seed. It is not clear specifically what



"improved" seed meant for different crops nor whether farmers
made significant changes in fertilizer applications with improved
seed.

E. Net Revenue:

1. Net Return During the 1982 Season

The SFPP project has assembled annual data on samples of
participating farmers. Each farmer working with the extension
worker made decisions on the types and levels of participation
and the practices followed for the particular enterprise. Thus
practices, types and levels of participation in SFFP varied
widely from farmer to farmer and crop to crop. Table I-9 shows
the rates of return by governorate and total for each crop grown
by SFPP participating farmers regardless of the farmer's actual
degree of participatiaon for the particular crop.

Returns vary widely from one crop to another and even from one
governorate to another.  The highest return per feddan and per
day of work are on products not subject to price control: citrus,
sunmer tomatoes, summer potatoes, summer onions, green beans,
garlic and grapes. The lowest returns per feddan and per work
day were on cotton and rice (controllaed price crops) and sorghum
grain, soybeans (a relatively new crop), and improved maize.

The highest net return per L.E. invested is for citrus with a
recurn of LE 5.3 for each LE spent. Next best is garlic. Poorest
were rice, sorghum, cotton and soybeans where returns were between
1.5 and 1.9. Had fertilizer and other inputs been priced at world
prices and no change made on product prices, many of these crops
would have shown returns of about LE 1 spent on inputs, labor and
power. At world prices of inputs, potatoes which are not control-
led would show returns of less than LE 1 for each LE 1 of variable
costs. Onions, also an important export, would barely pay variable
costs. At world market prices for products and inputs, cotton would
be one of the more profitable enterprises. Citrus and tomatoes would

still be best.

Since land is scarce and crop sweasons vary widely, one neads to
look at returns from the point of net revenue per feddan per
month. Results of such calculations are shown In Figure I-1.
Tomatoes turn out the best by far and soybeans the worst.



FIGURE I - 1|
QUALUBAYIA 1983 NET REVENUE PER FEDDAN

Source Farm Record Books

0 &00 1200 1800 2400
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Winter potato L oxxexxx {
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Pea b o Xxxxxx {
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Tomata H xxxxxxxxxxxxxxxxxxxxxxxxxxuxxx H
! }

! {

Return / Feddan / Month

(Data are only indicative ag SFPP did not have a package for all
these crops (i.e., cotton) and in some instances the number of
farmers surveyed was small. Also yields vary widely by governorate.)
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These return data are before land costs which are LE 50 -~
B0/feddan at official remts (7 x the land tax) or LE 100 - 200
/feddan at typical unofficial crop season rents. Opportunity cost
of family labor may be substantially less than stated, especially
for women and children. In these cases the farm enterprise
provides the opportunity toc use otherwise economically unemployed
labor and increase income flow above the net return shown in the
survey.

Technical assistance to farmers undér the project has been
heavily oriented to introduction of high value crops and crops
with high returns per month it occupies the field. Returns from
the project are substantially understated when only the increases
in yields and revenue for similar crops are considered.

A shift within SFFP participating farmers from wheat to garlic
would increase net revenue from about LE 257 to 697 per feddan
and for grapes to 1439. Intercropping of grapes with tomatoes is
being introduced - two high value crops. Of course, where farmers
shift out of cotton, exports probably will suffer.

Rates of return are very high on technical assistance to help
farmers shift from low to high value crops or to introduce a
practice such as use of herbicides which cuts costs and increases
yields. Illustratively, based on 1982/83 farm data, a shift from
potatoes to tomatoes would have reduced costs from LE 423 to
S54Z/feddan and increased revenue from 1336 to 2005 increasing net
revenue per feddan by LE 755 per feddan. A technical assistance
input of LE 20/feddan, which is a high estimate, would have given
a benefit/cost ratio I7:1 or return of about 3I700%.

The ability of the combined domestic or export markets to absorb
large increases on high value crops will become a limiting factor
if the project is expanded to cover the entire country. In
estimating potential future rates of return, potential benefits
should be based on potential increase in production by improving
crops, but retaining present cropping patterns and by improving
livestock and livestock production systems.



~

2. Foktential Returns to New Fackages

(i1
I

SFFF personnel were in the process of developing new packages for
each of the principal crops. This exercise included estimates of
costs of each input, total costs, total revenue and net revenues
for each crop. Estimated total and ret returns are shown on Table
I - 10. The evaluation team reviewed these packages with GSFFP
personnel, and considers the estimates of yields and net revenues
at  current prices to be realistic for different packages. A
passible exception is wheat, where evidence indicates
differences between hand and machine planting are substantially
greater
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TABLE I - 8

SFPP CROP YIELDS PER FEDOMN (1)
ASSIUT
cror miT 1980 1994 1 increase
SUMRER:
faize (Cosserical)Ardad 6.37 13,40 134,40
Mite (Seed) (2) Arded 10,00 17.00 70,00
Rice Ton
Sorghue (2)  Ardab .08 15.20 "u.az
Cotton Kentar 5,30 6.00 1321
Seysbean Ton 1.20
Tosato Ton .3 3.3 22.22
Cow Peas Ton .n
Seuash Ton
Cucusber Ton 2.2
Egg Plaat (3} Tom $.18 12.00 189.8
Swest Potatoes
Potatoes Ton
Onions (3M(1)  Toe 11.33 13.00
Peamts
NINTER:
Whaat Ardd 6.37 10,00 113,00
Fava beans Mrdab % 1.9 2%
Lentils (2) Ardab .5
Oick Pras Mrdab .5
Soeet Peas T
Petatees Toa 1.3
Onions Ton 14,60
Srlic Ton (X )

1) Untess othervise footneted a}l 1980 data

GCVERNORATE
SHARKTA
1980 1994 1 increase

10.30 10.40 80.30

10,99 22.00 101.93

.19 1.3 ¥.4

10.30 1.3 19.08

1.3 %10 21.33
1.4

3.00 25.40 432,00

.30 140 31O
3.70 1.8 202.0
Y16 6,30 105.70

9
1.9
19.10

.59

*Socio-Cconosle Servey® by Or, Gsssn A, El-Knoli end Or, Mehasad Mbas
{2) 1980 date 1s average 1979 prodaction froe “Feasibility Study of ae Agricultural Preject®, 4y M

Mdel Fatah Xhalifa, MOA, GDADA, RIFD.

KAYLUBIR
1980 1984 1 increase

10.78 19.33 P17
10.90 16,86 30,40
2.60

.5
1.0 .91 27.0%
1.9

8.3 20.30 (88,24

5,00 .50 10.00
3.00 4.42 114.00
10.32 12.0¢ 160.29
1.0

5.10 12.00 3.8

10.03 16,50 §4.51
015

0.0

2

3.0% 0.4

L0 .00 112.12

taken froe the SFPP Contracted Baseline Servey mti

(3) 1988 dats is (993 production (ros *Susmary of SFPP Fars Record Dooks Winter 02-83, Susewr 93°
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TABLE I - 9

SUNMARY FRON THE SFPP FARN RECORD DOOKS NINTER 02-83 SUWWER 83

Crop
CImus

{Fasolia)

TONATO SUMMER

CuCLmIER

POTATO SUMMER

TARO

POTATO SINTER

coTTON

VALADY
MIZE

L (]

Msuit
Kalubia
Shartia
Total
Ausuit
Kalubia
Sharkia
Tetal
Msuit
Kalubia
Sharkia
Total
Mseit
Kalubia

Total
Mnit
Kaludia
Sharkia

Total
Muit
Kalubia
Sharkia

Total
Muwit
Kalubia
Qarkla

Total
fssait
Kalubia
Shartfa

Total
Assuit
Kalubia
Nartia

Yotal
fsuit
Kalubia
artia

Total
Msuit
Kalubia
Sharkia

Tatal
Assuit
Kalubia
Sharkls

Total
Masuit
Kalubia
Nartia

Tetal
Msit
Kaludfa
Markia

Total

0 Fures Feddan Kirate tivity Revesue /Misal Eq. imputs Total Revenue

i
19

1
b )

.0
0
8.0
1.0

1.0
S..
2.0
0.0
3.0
.0
'
3.0
0
‘..
2.0
10.0
'
13.0

N0
3.0

3.0

17.0
102.0
2.0
10.0
192.0
10.0
a.0

3.0
a0
‘..
B0
8.0
n.o
in.o
133.0
.o

13
12

|
| ]

3
]
()
12

3

3
n
a
1"
1
n
1
14
12
n

12
12
18

Product-

.51
10.00
9.8¢
4.12
0.72
0.37
1.0
4.0
3.8
a1
l..n
3
77
s.sz
.33
-/ ]
13.20
12.00
10.32

12.20
1.2

26

626
20.00
24.00
10.03

4.31
692
'o.n
1.73
.32
1.05
1.8
1.33
1.0
1na
3.9
ne
0.0
16,26
inn
18.93
1.4

148
1000
13
W
304
310
43
1070
200
il
2008
”m
363
m
N3
™
1376
1680
133

1000
1000
762

/7

Labor

11
"
»
130
13
]

h
|
My
200
rAl)
v, |
1M
%
120
109
127
100
13

L)
e
108
108

110
in

143
i
24
mn
"

14
)

12
(31
e

”

"
0
L]
L)
]
“w
M)
]
3
13
1)
)]
)
3
n
bl
n
70
1)

a3a 8 & £ g 4

grrvuyeusesgryyys

n
b

238

"

n

1)
"
108

3
180
Y-\
P41]
u3
203
w2
Jo8
04
M
3
308
nY

m
704
"
Y
623

508
08
1"
184

3
1L
Ut
A}
2
32

e
m

254
()
r{

et

1302
)
1091
al
m
167
23
382
1836

1968.

1462
7
200
7
367
o

1or0 °

1002
n3

m
n
Jn
i
"3
"3
04
104

S33YU¥EPSas3EEED

Net Nat
Revenue Revenue
NRE Wan/bay /DD
3.4 n A |
61 n 3
4.3 » 3
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1.2 % -]
0.2 i S
1.0 9" S
f.1 L) 10
3.1 107 17
3.8 " 2
2.7 1] 17
1.9 [} ] 13
0.6 w 4
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1.2 " [ ]
0.1 3 |
2.2 40 i)
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0.3 [\ | 2
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0.6 ]| 3
0.6 N ]
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Crop
oNION SUVER

CLOVER SHORT

CLOVER LONS

CHILLINE

FORAGE SORGUM

LENTIL

ONION NINTER

Araa

Asnuit
Kalubia
Shariia
Total
Msuit
Kalubia
Sarkia
Total
Assuit
Kalubia
Sharkia
Total
Assuit
Kalubia
Shartia
Tatal
Assuit
Kalubia
Sharkia
Msauit
Kalubia
Sharkia
Total
Assuit
Kalubia
Sharkia
Total
it
Kalubia
Sharkia
Total
Masuit
Kalubia
Rarkia
Tetal
Assuit
Kalubia
Shartia
Total
Aasuit
Lajudia
Sharkia
Total
Assuit
Katubia
Sharkia
Total
Aswuit
falubia
Sarkia
Total
hasuit
Kalabia
Markis
Total
Assuit
Kalubia
Sharkia
Total

§ Faras Feddaa Kirate

"

14

1
13

14

4.0
.0
.0
1.0

4.0
3.0

16,2

|

] -
. O 4 4~

:“3-—:““—&

—8-

- '

1Y)

Product- Labor et  Ravesus o Revenus
tivity Reveaus /Misal Ey. Imputs Total Revanue /LE Raa/day /©
13.00 00 M » 19 by ] 11 1.8 L] 12
19.000 1201 19 13 W5 W7 T3 1.4 H 16
17.00 1051 17 a M % o33 1.7 9 1"
10.38 ] n 3 1| m a3 1.3 2% )
14.43 LY 7 n &0 i n 1.3 -] 1
1314 21 N ) L[ 138 269 1.7 1" 14
12,45 a2 n ] " 175 o 1.3 3 i1
R ) n ” | ] 203 m 1.3 1 ]
14,02 2 " 8 % 20 -7 1.9 s ] 14
$.33 b1} -1 % LM L)) 193 1.3 2 |
10.4¢ m 8l H 2 i e, ] 1.8 P | 10
16.46 184 i A b1 n L 1) 1.4 ' 10
12.3 28 a I} 1" " 139 .7 ] 17
.9 173 16 12 a2 ) 123 2.3 ' 14
12.93 185 3 13 b3 $? 123 2.0 | 1
3.1 606 1 n » 180 426 2.4 s 13
4.0 m 2 N n 13 3 2.4 a 12
-8 U3 N Fo ) H 12 r{} 2.0 /] |
.00 304 Y] ] L 12 1% 1.4 A )
.20 100 103 9 I 1] 766 2.4 n Vo)
15.40 11/ [} % | ] 74| m 2.1 » 16
24,00 304 82 Yy &% 12 176 1.4 i ]
o m (-] 4 n 180 204 1.2 2 10
.4 hr! H b\ b2 14 190 1.3 2 |
3.01 m 102 N b ! | il 143 s 1 )
3.01 b | 12 0 b7 | 26 163 0.8 b ]
.00 [ '} n % 10 m 11/ 1.9 » 3
24.00 L 3 ] % 10 m "2 3.9 h [ )
.00 200 " 1 w %] 1y 1.3 1" 1
0.00 2400 §Y N1 W " 1y 13 1 i
673 930 I n s m 133 03 - 3
4,73 430 W u n m 133 0.3 EL 3
15.41 b 4] o8 @ (1] as 147 0.7 o 4
15.41 343 i @ # 20 19 07 40 4
S.27 t ] 10t 2 128 y}] 300 1.2 b |
L. = 1 2 1 il 300 1.2 R |
3.14 - 1L} 3 I 73] m 1.4 u 12
.14 o n N m 3 M 1.4 2% 12
9.00 " M u 1y 303 19 0.6 ) 3
.00 m N u 1 303 1% 0.b 0 3

® Bowrces Data froa 1982/03 SFPP Fars wecord Rooks which included regort of 20 faraers por village baat, 9 basks

per gaverosate for & total of 340 farsers.

63




TABLE I-10
ESTIMATED NET RETURN IN LE/FEDDAN FOR SFPP CROP FPACKAGE

(After all Land and Interest Charges)

Total Per Month

Citrus 1329 111
Bananas 7568 631
Cotton 258 0
Tomatoes 2091 416
Berseem 255 42
Sweet Peas 339 85
Fava Beans 91 15
Lentils 440 a8
Seed Corn (open pollinated) 299 50
Hybrid Seed Corn 363 60
Market Corn (Stover=7% of value) 154 26
Wheat (straw=50% of crop value)

Machine sown 414 69

Hand planted 397 bé

These projecticns for future package reinforce the data on past
experience with respect to large gains from shift to high return
crops over traditional crops.

S. Effect of Differe

A study was carried out in Assiut on the cost and returrns of
specific practices on wheat. Groups included a) control, b) use
of foliar applied nutrients, c) use of herbicides for grass
control and d) all outside farmers.
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Neither Foliar Grass Cutside
Nutrients Herbicides Farmers

Yield - ardab 11.54 13.32 15.44 ?.41
Value of wheat 292 I20 71 226
Value of straw 250 230 23é 215
Total S473 350 606 441
Total cost (LE) 276.10% 250.87# 265. 10% 2857.10
Net Income 2566.30 299.00 341.00 183.40

* Some of the wheat in the SFFP may have been drilled since seed
costs were 25 to S0% of that outside SFPF.

These data suggest an almost doubling of net revenues under SFFP
with grass herbicide compared with other farmers. Since other
farm costs did not differ significantly, an extremely high rate
af return was realized. Even if extension agent costs are
included I - 4 days on one feddan, ( LE 15 - 20), the net return
on the incremental e:tension cost would be about 80O0% (160/20).

4. Returns on Lentils
Lentil production is of special concern as domestic praoduction
has been declining steadily and currently accounts for only about
104 of total comsumption. Most lentils are produced in upper
Egypt with Assuit accounting for S3% and Quena 43% in 1977.

A sample of farmers associated with SFPF was selected and
compared with farmers outside the project to evaluate alternative
technology for lentils. The total sample included 92 farmers
inside and 41 outside SFFP. Results show SFPF participating
farmers incurred LE 295.31 of costs per feddan compared with
263.9% for outside farmers (+ T1.38). The gross revenue of SFFP
farmers was LE S02.67 compared with LE 362.10 for non SFPP
farmers (+ LE 140.87). This gives a benefit/cost ratio of

140.57

------- = 4.5, Given that the crop requires six months or less,
31.38

the rate of profit on the increased investment was about 700% per
annum. *

Source:

* Economic evaluation of the lentils production in SFPP
Faculty of Agriculture - University of Assuit
1985-1984, pp. 1-18. '



The study attempted to evaluate the effects of individual
practices on outputs and income. Results indicated that the
highest net returns were achieved whare a combination of
practices was followed including a drill, inoculation with
nitrogen fixing bacteria and use of a grass herbicide. The most
important single factor appears to have been use of a drill which
cut cost of seeds in half and increased revenue. The next most
important factors appear to have been nitrogen bacteria and
nitrogen fixing legume inoculent.

The survey also attempted to identify the major problems of
farmers. Labor shortages were frequently mentioned, but one of
the most common problems was fertilizer shortage. Another was

spread of grass in lentil fields which can be controlled with
herbicides. *

Op.cit., pp 19-2B

TABLE I-11
Comparison between the net income per feddan for the lentil crop

of small farmers in the project and outside the project in 1984.

Net income ‘LE)

Inside the Qutside the The

Data Project Project Difference
Total farm i;;ome 502.6;_ 362.10 o 140.57
Total farm costs 295.31 263.93 51.38
Net farm income 207.36 98.17 109.19

(Includes the value of the family labor calculated on the basis
of the average wage of the hired worker in the different
agricultural practices.)
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s and Returns Under Traditionsl and EMCIF Demonstration

S. Cos

The following table shows costs and returns under EMCIF versus
traditional practices for four crops.

TABLE I - 12

CROP YIELD GROSS REVENUE COSTS NET REVENUE

MT MT LE/FD LE/FD ° LE/FD LE/FD LE/FD LE/FD

T D T D T D T D

Wheat 1.6%9 2.50 158 233
Wheat
(etraw) 10 12 200 240
TOTAL z38 477 209 267 149 210
Maize 1.92 3ZT.3X0 192 330

Stover (Frice Not FKnown)

TOTAL 192 330 168 230 24 100
Soybeani.0s 1.40 273 ses 77
Straw 4 4 20 20

TATAL 293 284 224 195 69 189

- e =R e em e Er @e Mm@ e an e SR GR B AR SE wr G e mn e e Ee Gh Ee Em e em e

TOTAL 464 657 185 208 279 449

On these packages the following rates of returns are obtained.

Marginal Marginal Ratio(MR/MC)
Cost Return
Wheat S8 119 2.05
Maize &3 138 2.21
Soybeans -29 91 *
Lentils 23 193 8.39

&7


http:Soybeanl.05

With costs lower in demonstrations, the soybean ratio of MR/MC is
theoretically infinite. The major change for soybeans was
substitution of inoculum for 90 kg of N and application of P20S
at 25 kg versus 10 kg. Somewhat better seed bed preparation and
better seesd were reported with no change in cost. The inoculum at
current world prices would cost #1 to 2, the 90 kg of nitrogen
$38 - 40 and the 13 kg of extra p205 about $6.00 for a net saving
on these items of about %40 per feddan. The increase of value in
soybeans is about F90 at economic prices. Thus the current return
largely to extension of better technology is $130/feddan. On
other crops net gains (MR/MC) at financial prices ranged from LE
61 per feddan for wheat to LE 170 for lentils.

6. Impact of Economic Crop Ericing of Major Crops
Shifting from current pricing to economic pricing of major crops
would have & major impact on rates of returns and relative rates
of returns for major crcps. Estimates of economic value of crops
and value net of variable costs are shown below.

Crop Assumption Gross Value Value Net of
LE/feddan Variable costs
LE/feddan
Cotton Current vield 1718 1178
Maize Yield of 3.0 MT oo 58
Current vield 4Q0 160
Wheat Yield of 2.0 MT 712 479
(with straw valued at 248)
Grain only 466 233
Rice fverage yield 523 246

(includes 3& LE for straw)

(Prepared by NAFF project committee and SFPP evaluators)

At economic pricing of outputs all of the abave crops have
improved rates of return since the ratio of financial to economic
prices currently is below one for all these major crops:

rice 0.67, cotton 0.40, maize 0.89, wheat (new price) 0.69.

Cotton would become highly competitive with all crops even citrus
and tomatces, at economic prices.

The major cost increase at economic prices would be for
fertilizer. Economic prices for inputs would not change net
revenue greatly for cotton, but it would have a major impact on
maize at current yields. Some of the vegetable crops also would
be considerably less attractive at economic prices for inputs.
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. Returns On Livestocl:

1. Returns to Large Animals

Data on returns from the = governorates on livestock enterprises,
including a mix of cattle, buffalo, sheep and other animals,
showed an attractive return. Net returns were generally in the
range of LE 100 to over LE 300 per animal unit when all inputs
including family labor and all outputs including consumed
products and salvage value or animals lost were included.
Increase in value of inventory at current prices accounts for a
substantial part of the increased returns.

(Data collected under the project have not been correctly
interpreted and it was not possible to obtain new computer runs.
Hand tabulations may differ slightly from compater runs when
carried out using correct procedures.)

Returns on total investment and amount of labor, inputs and other
variable costs averaged 16% for Sharkia and 24% for the other two
governorates. Returns based just on annual inventory value of
livestock an farms were 237 for Sharkia, I4% for Kalyubia and 79%
for Assuit. This would be more representative of returns on
investments since farmers had an income flow each month which
more than offsets monthly variable cost outlays. From the family
paint of view, results were better than this since mostly family
labor was employed (usually women and children) and valued at
market wage ratess. The opportunity cost of this labar was
probably near zero as women and children would not take off—-farm
empioyment. We have no way of knowing from the data the value of
forfeited leisure or whether livestock enterprise labor was
replaced by hired labor in the fields. These costs were probably

insignificant factors but should be examined as the program
proceeds. Clearly, animal enterprises increased family income
very substantially. Further, most animals provided milk for the

family diets, which otherwise would have contained little in the
way of animal products.

Graoss value of sales and home consumption including work and by-
products average close to LE S00 per animal unit which is a
significant contribution to total income for a family with one -
two feddans. Gross revenue per feddan is well below LE S00 for
many crops. Of course it is much higher for specialty crops =~
particularly fruits and vegetables, but then small farmers tend
to have some difficulty marketing high value crops and produce
more of traditional, 1low value crops - wheat, rice, and cotton.
The evidence suggests that livestock is economical and should be
kept as a part of the SFFP package but the large variations in
results suggest that more effort is needed to provide improved
livestock (better cows and buffalo) and improved management
paclages.
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Table I-13 Average returns
Governorates 1982/83 (all data
units and percentages).

FKaluybia

Animal units 411
Beginning Inventory 227,176

Ending Inventory 254,943
Net Imventory change +27,7867
Cast of Operation 104,014
Sales % home cons. 157,296
Change in Inventory 27,767

Total value of product 185,063

Total costs 104,014
Net Returns 81,049
Net per annual unit 197.2

to

Net addition to family income flow:

81,049
27,767

Net revenue
Less Inventory change

Subtotal S3,282
Family labor 25,476
Nat income flow 78,738

on pe&ak Inventory and costs *

on peak Inventory

23.6%

33.8%

livestock

Sharkia

S69

357,218

397,967
40,749
156,086
264,137
40,749
244,882
15¢,086
90,976
159.57

90,776
40,749

16.47%

22.9%

Family consumption as a percentage of total:

Far milk
For meat

44
0.9

7

2.6

SFPP Services Frovided (number of families)

Improved Animals
Animal Credit

Vet Services
Concentrates
Extension Service

0

S

11

0

9

12
-8
14
11

~™

ol

operatione by
are in LE except number of animal

Assuit

267
160,156
222,385

62,229
136,907
160,901

62,22

223,130
136,907
86,223

T
22T

41
18
12

27

* Calculated on the basis of net revenue divided by the sum of
peak inventory plus operating costs
** Net revenue divided by peak inventaory.

Source: SFPP farm management survey in 27 village banks in 3
governorates; approximately 5S40 families.



2. Estimated Returns on Poultry

Ega Production

The project has introduced a small scale egg producing operation
with 96 hens per unit. Capital requirement for equipment, layers
and feed are expected to average about LE 480 over the vyear. At
project rates of interest (13% interest plus 1% commission) ,
interest costs are LE 47. Net returns above interest costs are
estimated at an average of LE 254, without charging for family
labor. The net return above all costs except capital is &7% and
net above capital cost is S3%.

Froduction of Laying Hengs

The project introduced a basic 7,000 bird unit producing laying
hens of 140 days of age. Total capital requirements are about LE
61,300, Net income after labor and interest charges is estimated
at 10,027 or about 1&%. The net return before deducting costs of
interest on 79% of the total resources is estimated to be 28% per
annum.

Broiler Production

Broilers as an enterprise have been one of the largest early
recipients of SFPP credit. However, lending activity in this area
has been sharply curtailed recently because of concerns that the
broiler wmarket is becoming saturated and concern over the long
term competitiveness of large versus small scale broiler
enterprices.

A broiler operation with 5,000 chicks at current prices will have
a fixed investment of about LE 30,000 plus about LE 7,500 peak
requirement to finance variable costs. The return abcove interest
costs is estimated to be LE 6,900 per year at current prices of
LE 1.20/kg (about 44 US cents per 1b.). This would give & rate of
return on total investment of about 18%. 1f the farmer borrowed
75% at 14, his return on his own resources would be about S0%.
The labor cost are estimated at LE 2,400 per year. Much of this
might be supplied by the family. The broiler operation would thus
provide an opportunity ta capitalize on family labor that
otherwise might not be fully employed.

3. Financial vs Economic Price of Livestock Products

It is frequently stated that the high price of livestock products
in Egypt seriously distort resources allocations, especially that
it diverts land from traditional crops to berseem.

A 1977 survey of 175 farms throughout Egypt found that total
value of livestock (excluding poultry) production averaged about
LE 416 per farm and crops LE 599. For livestock value of output
was divided approximately as follows:
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Dairy products 8%

Fower 29%
Manure 14%
Sale of animals 19%

In recent years sales of meat animals have become more important.
In 1983 among SFFP farmers, inter—-farm sales and sales for
slaughter accounted for about IS5% of revenue: milk, S5%: and
labor and manure, 12%. Sales of animals for slaughter may now
account for IS% of value of livestock output since meat prices
have risen scmewhat in real terms.

Crslculations of total value of different crop and livestock
pr  .dcts and inputs have been made to estimate value added by
agriculture. These data show total value of crops to be LE 4,722
million and livestock LE 2,122 million. (LE 4,844 million total).
Livestock accounts for slightly over J0%Z of total agricul ture. Of
this, dairy products were LE 745 million, slaughter animals LE
692 million, and imputed value of animal labor and manure 11S
million. Clearly these estimates are quite judgmental. They
suggest animal labor and manure are valued at only about LE 30
per animal unit per year. Assuming about 300 hours of work per
animal/year, this is an imputed value of animal labor of only
about 10 pt/hour. (See "Fotential for On Farm Feed Production and
Utilization", Winrock June 1980, P. 148.)

The milk price in Egypt is near the world .market price as
reflected in prices farmers in other countries receive. Highly
subsidized export prices of cheese, butter and dried milk from
EEC bave virtually no relevance in this context unless we are
prepared to assume this will be a permanent feature and Egypt can
always buy in wunlimited quantities at these prices. This is
unlikely. The current Egyptian price of 30 - 35 pt/kg for cow
milk is close to the US farm price of about $12/cwt for grade A
milk.

Estimates of local slaughter livestock and beef prices compared
with world shadow pric=zs vary, but seem to be between 150 and
2007 depernding on how you view local vs imported beef. Even
assuming 2007 on I5% of total livestock contribution this would
put economic value of livestock enterprises at about 83% of the
financial price. However, this 1is partly offset by rapid
increase in mechanization with subsidized fuel (about 11% of the
economic price) and subsidized fertilizer which have reduced the
imputed value of power and manure. These outputs accounted for
437 of the value of livestock output in 1977. Considering these
distortions both directions, it is likely that overall livestock
is only slightly above world prices and large imports which were
advocated to drive meat prices down probably would not alter land
use very much.



Cata indicates beef imports were about tripled in 1984, going
from S4,000 MT to an estimated 163,000 MT (plus 25,000 MT of
beef liver) Frices do not appear to have been significantly
affected. It appears that the gquantity sold at subsidized
prices had little effect on price of local beef not subject to
subsidy and price control.

The principal distortions now are those resulting from a) subsidy

policy for qualifying larger livestock units (up to 734 feed

subsidy) which may support inefficient feed wusing livestock

praoduction and b) the purchase and sale of some local and

imported meat with high subsidies. (Imported beef is sold at LE
/ka and lacal at LE 2140/kg).



1992/82 Value of Agricultural Froduction

(in LE million)

Crops 4,722
Livestock 2,122 (includes poultry and fish)
Total 6,844

Livestoclk Brealkdown:

Dairy 745
Slaughter animals 692
Power and manure 115
Total 1,532

Farm Level Value per Head of Live Animals

The 1982 survey of SFFFP farmers included data on livestock
operations. Values. of livestock from these surveys are shown in
the Table I - 14. 0QOpening inventories were largely made up of
breeding stock - cows, buffalo cows and ewes. Furchases and sales
generally involved some young animals. In general the data show
prices that would be 1low per kg live weight compared with
livestock in similar growing areas, e.g. (deficit areas in US and
Europe, and North Africa).

Cows and buffalo in breeding herds in Egypt were only #400 -
S00/head; purchased animals typically £Z00 to S00, and value
of animals sold #2000 to 400 per head.

These data support the view that farm level livestock prices do
not create major distortions in resaurce allocations, though the
perceived and real role of livestock in the Egyptian farming
system may create distortions. These perceptions on small farms
where most of the livestock are found are not likely to change
quickly. Thus the project needs to proceed with current livestock
priaorities cf small farmers accepted as is.
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TAELE I-14

VALUE FER HEAD OF LIVESTOCK IN I GOVERNORATES

(in L.E.)
KALYUBIA SHARKIA ASSIUT
(cattle) (buffalo) (sheep)
Inventory S30 a8gs7 o1
Furchases 3469 383 None
Salecs 471 253 43
SHARK IA
Inventory value 467 776 &3
Purchases 470 495 63
Sales o594 384 1)
ASSIUT
Inventory value 662 626 79
Purchases 478 863 100
Sales 440 416 g9

Governor-ate ranged in average value/head

Cows Buffalo Sheep
Starting inventory 467-662 &26-857 o1-79
Purchaces 2469-678 38T-863 42-100
Sales 440-594 2T3-416 43-359
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G. Mechanization:

1.

Data are not availatle from SFFF on returns to possible
mechanization options, although some are supported under the
project; however, the AID supported mechanization project and
other data give some indications of possible returns.

Durirng the past 25 years, since tractors have been introduced,
substitution of mechanical power far animal and human power has
proceeded at a fairly rapid pace with apparently some
acceleration taking place in the mid 1970°s,

According to estimates prepared under the agricultural
mechanization project, about 90% of the farmers use tractar
tillage {or some or all of their land preparation while - pumps
have been substituted for the sakia in part or total by almost
60% of the farmers. From 1960 to 1984, Ministry of Agricul ture
data indicate that the labor share of total farm costs has
increased from 27 to 44%, while the draft animal share declined
from 2T to J%. Mechanization costs increased from O in 1960 to &%
in 1970 and 29% in 1984. As a percentage of total costs, these
increased from 44&% to 787% between 1960 and 1984. (Table I-1%)

Data on labor requirements for different functioms and incidence
of mechanization indicate very little carrelation exists between
these two factors (Table I-14). The data suggest either that
farmers have not considered labor requirements to be of prime
importance in mechanization choices or that development of
mechanical equipment (in design and praduction) have not been
particularly responsive to labor requirements.

Several factors appear responsible for the structural changes
which have taken place over the 20 years oand, particularly, the
acceleration in mechanizatioq which has occurred in the past 10
vyears.

- Relatively higher wages in urban areas and availability of
subsidized consumar goods and amenities have become mare
pronounced beginning in the 1970's,

- Labor opportunities in the Gulf area since the rapid petroleum
price increases began in 1973,
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Table I-15
Change in Relative Cost Shares of Human Labar, Animal Draft, and
Mechanical Energy in Egyptian Agricultural Production
(Fercent of Total Costs)

.-_._———————-————————————-——-.—————-————-——-————_-—.-u———————————-———-

Year Human Animal Machine Ratio Ratio Ratio
Labor Draft Energy AD/HL AD/ME ME/HL
(HL) (AD) (ME)
1940 22 2T 0 1.00 0 0
1970 >4 17 b6 . S0 2.832 0.18
1977 39 9 23 Q.26 0.39 O.bé
1972 36 10 22 D.2 0.4% 0.61
1282 e B8 27 0.24 0.20 0.71
1784 44 S 29 0.11 0.17 0.65

Source: Computed from Ministry of Agriculture Data

(Summarized by Sahrigi and Shepley)
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TAELE I-16
LAROR REGQUIREMENTS FOR MAJOR
FARMING OPERATIONS AND MECHANIZATION INCIDENCE

- O o T S s = T TS e St S U S T D G U > S S G T S Yt e -+ G S S D WS B e S -t D = P A ——

Operatian Labor Requirements Incidence of
without Machinery Mechanization
(per feddan) 1/ (% of sample)
Wheat planting S35 0.38 *
Wheat harvesting S8.87 1.8 »
Wheat threshing 19.43 5. 63
Wheat winnowing 12,16 62.5Z
Rice transplanting 43.19 4.68 «
Rice harvesting 65.04 0.46 %
Rice threshing 32.40 90.01
Rice winnowing 14,32 82.3%
Berseem harvesting 273.00 8.82 =
Cotton planting 1S5.00 0.00 %
Cotton pest control &67.74 58.31
Cotton harvesting I43,.76 1.22 »
Cotton stalk cutting 22.00 1.94 »
Maize harvesting 35.00 11.30 »
Broadbean harvesting 57.70 1.62 »

s S — —— - s ke > G — T G ——— ¢ — - - ——— — — ———e - o= ——

1/ Person-hour equivalents per feddan: 1 adult male—hour = 1
1 adult female-hour =
1 child~hour = 1/2

* High labor demand/low mechanization incidence.

Sources: Hopkins et al, 1982 and
The Egypt Agricultural Mechanization Project
Farm Management Survey 1981-1982.

= Major structural changes in price relationships brought about
by price management which has established combined machinery and
fuel cost at below world levels while animal products have risen
above world levels,

= Acceleration in construction in Egypt in recent years and

preference of many workers for off-farm work compared with farm
work.
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The Agricultural Mechanization Project has attempted to assemble
and analy:e data on costs and benefits of B8 different machinery
innovations. Results are summarized below:

2. Deutz - Fahn 980 Combine Harvester

R WD e et m Pt W e i o D S S o e s e

This innovation was chosen because it has high labor substitution
paotential. For rice, 115.5 hours of labor and 3 hours of drum
thresher substituted by 1.2 hours of labor and machine time. For

wheat, the total was reduced from 102 hours of labor and 3 of
drum thresher to 1.16 hours of machine time.

The innovation proved unacceptable for several reasons. Because
of the higher cutting level, straw valued at LE 26.83 per ‘feddan
was left ir the field (straw sells for about the same price/kg as
wheat.) OGrain harvest losses using mechanical methods proved to
be the same as for traditional methods (7.9% for rice and 12,3%
for wheat). The economic analysis showed essentially zero return
to capital at financial prices and typical size fields and highly
negative returns at economic price for both rice and wheat.
Farmers considered the combine eaeconomic only where they had
fields above £ feddan. (84S pp 27 - 32)

3. Agostini = Mower Binder

This' machine reduced labcr in cutting and tying from S5 to 2.4
hours. Farmers were split evenly over the desirability of the
machine. Those opposed cited high straw losses. Maintenance and
requirement for imported twine were other negative factors. The
aconomic &nalysis showed the marginal efficiency of capital to be
18.94Z at financial prices and 9.%1 at ecoromic prices under the
circumstances encountered. With a number of operating
improvements that may or may not prove feasible in practice,
econamic returns increased to 30% (Ibid. PP 32-38)

In contrast with the two innavations listed above, in 1982 the
farm management survey found 95% of farmers used threshers for
wheat and 90% for rice. Reasons for use included:

Quicker 89.5%
Cheaper ' 27.7%
Saves labor 69.2%
Increases yield 7.8%
Improves quality 20,.5%

Source: Ibid, p. 39
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The typical cdrum thresher used does not winnow and has been found
to result in 9.6¥% grain loss with 500 kg/hour grain cutput,

The IRRI thresher was introduced with some modifications and
produced 1,400 to 1,500 kg/hour throughput with 5% grain loss. It
incorporated the winnowing function which otherwise takes 16 to
19 hours and costs about LE 10/feddan.

Economic evaluation relative to hand method

Financial Economic
Present Drum Mec* 8 18
Modified IRRI Mec* 11.6 1S.7
B/C ratio,IRRI 1.27 1.44

(Grain losses were reduced to 4.46% with the modified IRRI)
* MEC Marginal Efficiency of capital

The new machine produced a very respectable benefit/cost ratio of
1,44 at economic prices (Ibid. pp. 33 - 43)

9. Brain Drill for Wheat

FHand se=zding requires very little time as presently carried out
(S hours). Thus the labor caost savings were not expected ta be
great from use of mechanical seeders. The justification then
hinged on increcase in yield. Results are shown below:

hand method mechanical planter
seed used 83.37 =0
grain (ardab) yield ?.9 12.8
Straw (MT) yvield 4.4 5.6

The grain yield increased by about S0% with the mechanical
planter.

Economic analysis shaowed the following:

Financial Price Economic Price
B/C Mec B/C Mac
2.97 1787% 2.77 128%

(Ibid. pp 42-9%5)
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4. Mechanical P

umps

Estimates of numbers of farmers using mechanically pawered water
lifting range from S3 to 70%. Reasons for these preferences are:

Saves time, effort and cost 70%
Cheaper (only) 207
Because of low water level 10%

An  important time saving element is that many farmers share an
animal powered sakia and much time is lost in carrying out
sharing arrangements. Pumps commonly are individually owned, but
also rented out. Output of a 5 HP pump was estimated at 113 cubic
meters/hour (about 1.1 cu secs) compared with 49 from a sakia.
The pumps proved to be more economical than animal power, given
the assumptions made on the opportunity cost of animal 1labor.
Based on survey data which suggested a cow on a sakia produced
0.8 liters less milk (a buffalo 1.0 liters less) per day, it was
assumed that the opportunity cost of labor in terms of milk was
about Sé piasters per hour. The price of milk used is above the
farm price and translation of daily milk reduction to hourly
reduction at a 1 to 1 ratio, which implies animals work only one
hour per day, probably exaggerates animal labor costs.

Over 90% of farmers use mechanically powered tillage for cotton
usually 2 passes with a chisel plow and one with a harrow
leveler. The study showed mechanical tillage produced .74 kentar
(157. kg/kentar) more seed cotton which was valued at LE 44 at
financial prices and LE 71 at economic prices. (The latest data
shows financial prices are only 40% of economic prices. Thus the
economic gain would be much greater than this.)

As an extension of the cotton tillage experiment, the project
tested different tillage depths -~ 1%, 22 and IO cm and found no
significant vyield difference. (Ibid. pp 67-73) Thus additional
energy and use of deep tillage toals can not be justified.

8. Cotton Stalk Cutter

=

Mecharnical methods of cotton stalk cutting were introduced using
a mower to substitute for hand cutting. Stalks are highly valued
as home baking fuel. Results showed significant loss of stalk
weight because of cutting above ground comparaed with below ground
by hand, using a short hoe. With current management the MEC was
407 and B/C ratio 1.42 at finmancial prices and negative at
etonomic price. With an improvement in the mower design, the
economic return became positive.

?. Priorities

The evidence is quite clear from past adoption that farmers are

very cost conscious in selection of mechanization. The first
concern appears to be impact on production and revenue.
Mechanization as a replacement of ladbor appears to ha.u had i O
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priority up to now. There is considerable aquestion whether the
mechanization choices offered farmers to date generally reflect
farmer preferences or economic prices.

Several priorities neglected should be given early on attention.

These include:

- Szeders and planters for all major crops similar to the wheat
seeder which will permit precision planting in both wide rows
(cotton, maize, food legumes, soybeans) and narrow rows (barley,
wheat, sorghum and forage crops) and a transplanter for rice.
These should be adapted to tractor, animal and human power.,

Attachments for grain drills and planters to permit precise
fertilizer banding at planting time and use of the same or
similar equipment for precision below ground side dressing of
nitrogen during the growing season.

Both these innovations should substantially increase vields while
requiring less nitrogen. Other priorities include:

- more and better sprayers for application of pesticides and
micrc nutrients

- suitable implements for the fairly large numbers of tractors
already in country

- production of the improved IRRI type thresher-winnower
discussed above

— better low lift, water pumps

= small tractors of 5 - 20 hp with suitable implements for a
variety of low power functions - precision planting and
fertilizer injection, threshing, water pumping; transport and
some tillage.

- backhoes used by custom operators for clearing and realigning
smaller irrigation water conveyance structures

- instrumentation for better measurment of water application and
soil moisture to reduce water and fertilizer wastage
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10. Manufacture of Eguipment

Egypt has one public and several private manufacturers of
mechanical equipment that could provide the basis for a
substantial expansion in private initiative in this area if
properly supported. As Sahrigi and Shepley note,"For all its
overall volume, even the manufacture of commonly used farm
implements is essentially a made—tajorder operation. Flants
typically are little more than bigger workshops: few have modern
equipment. Even the Behera Company -- the largest and the best
equipped plant -- uses an overhead belt-pulley system for
powering some individual machines, but has installed modern
production line equipment over the past several years.:

Egypt has neither a tradition of manufacturers moving ahead of
immediate demand to build a stock of implements for take-home
deli- 2ry to buyers nor significant market development. From lack
of information about perspective demand, inadequate capital, or
lack of experience which would build motivation for pressing
supplies upon the market, individual plants seem willing to let
the flow of cash-in-hand customers dictate the volume of their
production. With most implements made only after firm orders are
placed, there inevitably is delay in farmers getting any new or
replacement item they may need."
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Agricultural Implement Froducers, By Type of Implement

Chisel Plows

Behera Company of Alexandria (public sector company)
Tanta Motor Company at Alexandria

Fahim Raghab Company, North Cairo

El Mansoura Company

Small Village Workshops throughout the country

Drum Threshers

Behera Company

Tanta Motor Company

El Mansoura

E.T. Trade )
Numerous village workshops

Trailers

Behera Company

Tanta Motor Company

El Shiaty Company at Tanta

Sisman Company at Cairo

Sallam Works at Dar Es Sallam (near old Cairo)

El Nasr Automotive Company (NASCO) at Helwan

MICAR (Egypt Co. for Tools and Engineering) at Shubra,
North Cairo (a public sector enterprise)

Anwyler Company, km 20 on Ismailia Road

Helwan Diesel Company (Military Factory No. 909), at Helwan
Shubra Diesel Company at North Cairo

Tanta Motor Company

E.T. Trade in Cairo

Levelers

Behera Company
Tanta Motors
Numerous village worlkshops

Source: Sahrigi and Shepley
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FIGURE I - 2

FARM MECHANIZATION ADOPTION
IN SURVEY VILLAGES

Percent Of Farmerse
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11. Ecornomic Cost of Mectanication

SOME FINANCIAL AND ECONOMIC PRICES COMPUTED
BY SAHGIGI AND SHEFPLEY

(in LE?

Financial Economic
East Bloc Tractars 6,000 9,638
Combine 44,000 53,659
Dirill 4,01% 6,463
Mower/binder 3,750 6,036
Thresher /winnower 4,000 5,280
S HF water pump 950 1,82
Silage mawer w/o furrow sodder 1,550 2,495
Fuel (liter) .03 « 2474
0Il (kg) 763 763
Grease (kg) 27 1.27

R D D D 0 4t B e i - e S e % s U e G s S A et T U D S D S S T D S S " > Bt . S A T — — —— D o — Y — — - —— —— S%

Where power use is heavy, the choice is sharply biased by fuel
cost of 114 of the economic price.

H. DEVELOFMENT OF NEW LANDS

One of the alternatives that must be periodically appraised under
the new credit project is development of new lands.

To date development of new lands in Egypt has progressed at a
relatively slaow pace because many donors consider returns to be
potentially much higher in old lands. Available evidence tends to
support this conclusion, that returns are potentially much higher
on improvement in production efficiency and increase in vields in
old lands. A study conducted by Pacific Consultants in January
1980 concluded that returns might be negative to efforts to
colonize areas above the Nile. The reason generally given for
this negative return was the high cost of lifting water some 30
meters to upper levels abave the river valley. Yet in parts of
the U.S. well lifts are as much as S00 - 600 feet, (150 - 17%
meters.) In addition to the caost of the lift, the farmer must pay
the cost of construction of the well which imposes a major
capital investment.

The estimates of costs of lifting developed in the Pacific
Consultants study appear very high. They do not appear to reflect
possinole minimum costs achievable with highly efficient diesel
powered pumps operating in a well designed system. It should be
possible to reduce costs substantially from estimated cont of
over LE 40 per feddan. (1980 value of the LE)

The 1980 study also assumed an economic opportunity cost 0f water
of LE 41 per feddan for surface (basin) irrigation methods.
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If we assume instead a zero opportunity cost of water - otherwise
flowing out to sea, and pumping cost of $20, the net increases to
$46/feddan average for full project life and to $461 at full
production. Water is made available to farmers in other areas
fre2 of charge and evidence indicates wataer is used probably to
the point of significant negative marginal value product on many
farms. Future policy must be either to increase drainage with
increased water added to the Nile supply or water application
rates must be curbed. In the absence of one or the other or a
combination, Egyptian land productivity inevitably will decline.
Thus the logic suggests that for the near future (2 - I decades),
additional water has little alternative opportunity cost.

One impediment to use of Nile water on higher lands is
availability and application of highly efficient water management
systems once the water has been lifted.

Az the SFFP project is expanded into new areas, financing for
development of new lands should be considered as one of the
investment candidates.
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I. Fairm Management Data Collection:

The SFFF Froject assembles data annually on a sample of farmers
participating in the project. Data are collected on each crop and
livestock enterprise for each of the participating farm families.
This includes land, labor, mechanical and anrimal power, other
inputs and outputs sold, incorporated intoc other enterprises and
consumed by the farm families. It was hoped that the data would
permit disaggregation of contribution of varicus inputs and
services provided by SFPP. However, neither the original design
nor analysis lend themselves to this. Attempts have been made to
disagaregate data; the results are disappointing in terms of what
they are able to reveal.

In the next phase of the program a much better designed data
collection 1is needed to permit any disaggregation of impacts of
alternative services, but this may not be of key importance.
Future project success will hinge on having a timely and reliable
flow of data and analyses on the costs and returns of alternative
enterprise packages and enterprise combinations. Data will be
needed ocn  marginal value product and marginal costs of
alternative production factors and inputs.

Project staff need to know current and projected. returns to
different crop and livestock enterprises under different
technology and levels of management as a basis fcr establishment
of lending priorities. This will require carefully designed
samples and precise measurement of outputs with different levels
and combination of inputs.

Separation of impacts of services provided by SFFP, FEDAC, MOA
and others from existing data will reguire going back to detailed
SFFF loan records on each farmer to uetermine estactly what inputs
and services each received and correlating this with yields .and
net revenue. Practically, the size of current sample may be too
small to provide statistical significance among different
services for various crops.

It probably will be more useful to take the available data and
attempt to determine what the returns were to different
combinations of practices, without regard to source. Some
services or practices not included should be

identified and evaluated, if possible (e.g. mechanical planting
which has been shown from other data to have very high impacts on
costs and yields of some crops). Information also is neaded on
types and amounts of inputs used. Additional analysis on the
currently available data should emphasi:ze vield and revenue
comparisons for fieldes with and without particular practices.

In the future, the farm management surveys should be designed to
pProvide comparative data on returns both to SFFP services and to
specific practices. The sample will need to be scientifically
designed to permit statistical measurement of vyields and reaeturns
with and without specific services, use of specific practices and
for different levels of inputs.
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Where necessary, controlled enperiments (or farm trials) need to
be set up in collaboration with ARC to provide this information.

Controlled trials at farm levels to collect data for assessment
of impacts of different practices need to be simple. In some
cases it may be possible to use split plots in individual fields.
In other cases it may be possible only to compare field of
different farmers. Valuable information alsc may be obtained by
comparing vield on the same field in consecutive vyears when a
major change has been made in one practice and othars basically
held constant (e.g. when a drill has been introduced or NPK
fertilizer application ratio changed) .

With some ingenuity it should be possible to substartially
increase the amount of data at little cost. Insistence on aniform
crop packages in each area will complicate efforts to assemble
such data for project guidance.

Up to the present, proposals for assignment of a full time
agricultural economist on the prcject have been turned down. Such
input should be provided in the future with either a qualified
Egyptian employed or failing that a qualified expatriate. Another
alternativeis an Egyptian staff member with regularly scheduled
visits of one or two expatriates with the same economists
returning two to three times each year. Such short term input
would be desirable in any case.
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ANNEX II. CREDIT
A. Backaground And Current Status:

The timely and constructive extension of credit to the small
scale Egyptian farmer, coupled with farm management advice,
continues to be the hallmark of this project. Previous
evaluations have expressed broad general satisfaction with what
is deemed to be a successful merger of these two elements at the
farm level and the present evaluators have fournd no serious short
comings or other failings which would alter that view. Indeed,
continuing progress is apparernt and general improvement in the
credit delivery system can easily be determined through a number
of factors which will be discussed in later portions of this
report.

During the early months of 1983, two full scale evaluations were
carried out, the first an internal FEDAC/ACDI effort and the
second an external AID undertaking. At that time, project
activities were being implemented in eighteen village banks, siyx
each in the governorates of Assuit, Kalubayia and Sharkia, and it
was contemplated that the total would expand to twentvy seven
village banks by the termination date of the project in 1985. In
1983, cumulative loans had reached a total of LE 9,788,847 made
to some 4,785 farmers, and it was becoming apparent that U.S. and
GOE credit funds committed to the project would be insufficient
"to carry its lending activities given the accelerating demand by
small scale farmers. Subsequently, in August 1984, the project
life was extended to July 31, 1987. An additional $24 million was
obligated at tHat time bringing total AID grant funding for the
life of the project to %49 million. Of this total, $22,241,458e
(LE 18,375,%72) together with LE 33,385,472 committed by GOE
constitute the fund resources for credit activities. An active
and expanding credit operation continues in 27 village banks with
a final 11 banks coming on stream making a total of 38 banks now
within the program in the three pilot governorates. As an
example, on a cumulative basis, at January 31, 1988, project
records showed that 41,567 loans had been made for LE 3%7,893,847.
During 1984 alone, 18,490 loans were made for LE 17,211,671.,
almost as many as were made in the previous three years.

Credit quality as reflected by loan repayment data remains
exceptionally good, with SFPP records at January I1, 1985 showing
a loan collection ratio of 98.04 by number and 99.13 by amount of
total loans autstanding. The only small delinquency problem is in
the Kalubayia governorate and is concerned with a village bank
personnel prablem now in hand and with some incidence of poultry
disease in a heavily developed poultry area. Although not now
considered a problem, as the overall loan portfolio continues to
increase, attention will need to be given to evaluation and
classification of loans as to risk in order to retain a high
standard of quality.



As may be seen in the Loan Summary Report for January 31, 1985
shown as Table | in the Armnex, loan volume has grown steadily in
ail three pilot gavernarates. Table 2, the Loan Purpose Summary,
indicates & ogood diversity of loans with an increasing trend
taward medium term financing for farm equipment and other items
which tnhne farmer is now prepared and willing to use in order ta
increase his production and income. Long term lending programs
are at present the least developed part of the total project
credit package.

Table = shows the source and amount of U.S. and GOE funds
committed to this project as of January 31, 1983. It is
interesting to note that with a combined total of LE 16,599,360
released to date, loans have been made for more than double that
amount, this is made possible by revolving loan repayment into
new loan activities. An additional LE 16,984,112 of committed but
unreleased funds remain in the project to support its lending
activities through July 21, 1987, its present termination date
for AID support. It is understood by all parties that the
activities will continue after that based on continued revolving
of loan repaymants.

During its life, this project has developed and successfully
demonstrated a number of innovative techniques to increase credit
programs and improve the credit delivery system in the rural
village banks. These accomplishments have been exthaustively
documented in varicus evaluation reports and project papers, and
widespread publicity has been received both within Egypt and
abroad. Among the most interesting and progressive changes are
those which have tailored cradit programs to meet the farmers’
needs, a marked speed-up in the loan approval process,; increases
in loan approval authority at the village bank level, improved
accounting &nd record keeping capabilities, revolving line of
crecit farm loans, and most recently, establishment of a
revolving line of credit to the village banks from the
governorates. This latter is in keeping with an expressed goal of
ultimately establishing each of the nations village banks as a
distinct profit center carrying out its own budgeting, lending
and business activities. The project has clearly proven that that
farmers can and will pay for credit at unsubsidized rates of
interest when the advantages of participation in the credit
program are seen clearly. Interest rates in this project are now
at 13% plus 1% commission per annum and thera has been no
slacking in loan demand nor in repayment ratios despite existance
of lending programs in PBEDAC at rates as low as 3.85% per crop
seEason.

B. Project Tasks Remaining:

On balance, the Evaluators believe that the basic credit goals
which this pilot project set out to achieve have been largely
realized. VYet, there remain several important areas of operation
where changes and improvements must be made before the project
has fully attained unqualified replicability. These tasks include
achievement of a critical mass for improvement change in credit
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polisy, management, operations, and introduction of new systems
of 'loan classification and evaluation, record keeping and
éccounting and in develcping a capability to handle more medium
and long term credit programs.

In the 1987 evaluations, stress was placed on the pressing need
for the project to develop a uniform system within the three
governorates for extension of credit. Toward that end it was
recomnended that a policy and operations manual be developed for
use throughout the project area. A Village Bank Policy and
Procedure Manual has been prepared and is now in process of being
translated into Arabic for the guidance and use of all banks ir
the project. This manual, as it now exists, is considerably more
comprehensive than the one recommended in the 1983 evaluation,
covering not only credit, but all of the aspects of the entire
project operations. As quickly as possible, the entire manual
will become operational in the field. During the interim,
selected portions are being implemented on a case by case basis
though some review and amendment the manual will be needed
periodically, this ics a solid step forward in helping village
banks carry on their operations in a uniform, caonsistent, and
reliable fashion. ’

Frevious project evaluations have pointed out the need for an
improved accounting system throughout the village bank network.
Also apparent has been and remains the fact that more uniform
accounting practices and procedures must be put in place between
the Frincipsal Bank for Development and Agricultural Credit
(PBDAC), the governorate banks and their branches. Early in 1983
Dr. M. A. Salem El Maazawy, Accounting Consultant to the PBDAC
and GSFFP completed an in-depth study of village bank accounting
and savings procedures. As a result of that study, Dr. El Maarz awy
recommended a completely new but simple accounting system, the
p-oposed- system contains and utilizes as much as possible of the
present system. The El Maazawy proposal received early approval
by SFFF officials, but has only recently been aagreed to by PBDAC.
It is intended that a contract between SFPP and El Maazawy will
shortly make it possible to begin training work with village bank
accountants followed by system installation and testing in
selected project branch and village banks. The evaluators
considerr improved accounting methods among the mos:t essential
ingredients in developing a viable and responsive credit system
and encourage PBDAC and SFPFP officials to give this activity
their fullest measure of support.

With both short and medium term credit becoming generally
available to the farmer the project should begin to develop and
apprave alternatives for longer term lending. Of the more than
40,000  loans made in the project through January 1985, only
eight have been for a term longer than five years, all in the
governorate of Assuit. Loan purposes have been for irrigation and
land development, but there would appear to be some need for long
term loans in land reclamation and development, farm

mechanization and agricultural related business.
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C. Froject Direction and Administration:

SFFF is developing packages for some financing of banana
plantations in G(uena governorate through its facilities in
Assuit. For this it 1is planned to use up to LE 3 nmillion of
project credit funds with the understanding that reimbursement
will be made from rescurces supplied under a new AID Credit
project. Written concurrence by AID and PEDAC should be obtained
before mounting this program.

Substantial improvement since the last evaluation in availability
and accuracy of credit information, loan and savings data,
reports and other pertinent material. As a result much less time
was required in field checks. Village and governorate banks
and agri-business served by farms and farmers under the credit
project were in all three governorates. Credit appears to be
advanced, in an acceptable manner in each of these areas.

An important change in project operations results fram
installation of a small computer in the Cairo headquarters of the
SFPF. Several project activities have already been entered into
the computer with the credit component scheduled for an early
date. When this is accomplished, it will greatly enhance ability
to store and retrieve usual data and will provide management with
a useful tool in planning future praject direction. As a matter
Forward planning already occupies an important role in managing
this project. Within the past few months PEDAC and SFPF officials
in each of the three governorates have completed an intensive
study of goals and projections, not only for credit but for other
activity as well, that will see the project through to its
present termination of AID support in 1987. These work plans have
been agreed to and signed by competent governorate officials as
well as the project directors in Cairo.

During the first several years of operation, the project Co-Directors
were confronted with heavier than normal burdens of planning,
direction, and administration. Lack of essential supporting staff in
the Cairo office of SFPP compounded the problem and led to
recommerndations by previous evaluators that additional staff be
employed to remedy the situation. The problems of 1983 have been
moderated to a large extent through employment of two assistants who
between them provide secretarial and administrative helr including
office accounting and work with the computer.

D. Project Replicability:

The growing maturity of this project and its increasing
visibility and impact in the pilot governorates led the
Government of Egypt in November 1984, to announce an xpansion
into eight new governorates. The stated intention of this
extension is to replicate in detail the policies and procedures
develaped in the pilot project and to fund the activity with up
to LE 100 million of locan funds provided to the village banks
through PBDAC. The PBDAC has likewise been given the
responsibility of managing and directing the expansion, and a



senior official of the bank has been appointed to oversee the
operation.

The newly selected yovernorates are Giza, Eeni Seuf, Fayoum,
Menoufiya, Gharbiva, Kafr el Sheikh, Damiette and Dakahlia. A3 in
the pilot project early plans are to select three village banks
in each governorate and expand by the same number in successive
crop seasons (2 each year). Thus, during 1985, twenty four banks
will enter the program initially and expand to forty-eight by
year end. This exceeds by ten banks the number now operating in
the pilot area after five years of experience. The expansion in
1785, 1987, and 1988 will add forty-eight banks each year for an
anticipated total of one hundred ninety two banks on stream after
a four year period. It ig likely that if the project continues
its current levels of success, the remaining agricultural
governorates will apply pressure to be included in the program.
This large scale undertaking will severely strain the managerial
resources of the PEDAC and its affiliated banks, and unless the
program is well designed and managed could result in an
unsuccessful effort in many areas. The expansion will benefit to
a great extent by having tested, proven systems to follow in
implementation. AID is planning to support expansion of the
program under a new groject. During the coming two years of the
current project, it should continue to develop and test
methodology and provide guidance in the expansion. This will
significantly enhance the probability of continued success on a
larrger scale.

The expansion effort will require careful planning and wmuch
advance preparation and training prior to the actual beginning of
loan operations. Also, it is appropriate to determine how best to
support the FBEDAC effort through use of the skilled Egyptian and
American Specialists who tegether have achieved such success in

the pilot project.

The pilot project has bzen a joint Egyptian - U. 'S. effort with
direct project management responsibility staff. The SFPP hes
utilized the services of a number of American specialists
domiciled both in Cairo and in each of the three pilot
governorates. These specialists have cooperated closely and
assisted Egyptian specialists. Together they have been at the
leading edge of project development and have met and resolved
most of the problems one might likely expect to be encountered in
the expansion. American technical assistance has been provided on
a contractual basis through AID; the present contract has only
three monthe to run until its scheduled termination, July 31,
1983.

Several of the most critical activities of the project must be
tested, refined and proven prior to project termination July 31,
1987. This will require extension of the current contract
covering technical assistance for these activities through July
31, 1987 to coincide with the currently planned termination date
of AID support for this phase.
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E. Modification of Technical Assistance Team:

A moditied approach in utilization of expatriate staff is needed
to serve baoth expansion in the pilot and the new PBDAC
governcorates to be supported. Ore of the three axisting field
credit positions should be used to bring onto the contract team a
broadly experienced EDF (Electronic Data Frocessing) Aeccounting
and Management Information Specialist. The primary duty of this
person would be to wark in the design and implementation within
the pilot areas of the El Maazawy Village Bank Accounting System
and in the PBDAC to begin a study of how to identify needs and
define methods and approaches for transforming their present hand
accounting methods into a faster, and more accurate and
responsive coperations using available modern but simple and
suitable technology. Without such input, serious and long range
problems im this vital area of operations are likely. One of the
outputs of this input would be a long range plan, with time
phased inputs and outputs for adoption of the new and improved
system. It is eipected that specialized contractural assistance
will be rseded in designing hard and soft ware, procurement,
installation and training. Definitions of these needs and
preparation of an appropriate request for proposal would be one
of the important aoutputs of this technical expert.

The second credit position should be used to field a senior
level Credit Planning, Management and Operations Specialist to
work both in the pilot project and in planning the FBDAC
expansion. This individual would apply himself toward developing
and improving management skills at Cairo and governaorate levels
with & particular role of helping develop coordination between
the pilot and the expansion project.

The third position would be as a Credit Quality Specialist who
would also work in both pilot and expansion projects. This person
would bhelp develop a loan monitoring and loan classification
service to insure that ongoing lending operations are being
carried out in conformity with approved policies and procedures.
This person would also design «nd implement an appropriate
simple system whereby project loans could be evaluated as to the
risk factor and a reserve for losses program established to the
degree necessary.

The present Management Training Specialist position should be
maintained. However the time of this individual should gsplit
S0/50 current SFPF training and the PEDAC Training Department.
Given the tremendous amcunt of training needed at the village
bank level for the expansiaon, the second training . specialist
position should be established to help develop a senicr
management training and informational program at the Cairo and
governorate levels.

The present position of Commodity Storage and Transportation
Specialist should remain, but with some time (25%) devoted to
assisting the PBDAC Storage Department in evaluation of problems
and needs.



A new position of Farm Related Services Specialist should be
added to support the growing demand in rural areas for a broader
range of <cervices and supplies. This individual would be
concarned primarily with helping support private Farm related
business and farmer organizations in supplying production inputs
and services. Development of this area could lead to growing
marl:ets within the private sector and gradually diminishing
reliance on subsidized farm inputs.

Although not directly related to credit, the three governorate
Extension Farm Management Specialists have been crucially
imgortant in helping develop the packages of technology which
have made the wuse of credit more beneficial to the farmer.
Undoubtedly these positions should remain but thought could be
given to revising the general qualifications to call for highly
skilled Subject Matter Sgpecialists in Foultry, Crops and
Livestock.

Finally, the position cf Team Leader and Co-Director of the SFPP
should remain. Due to the relationship of this person to the on-
going pilot project and to his broad administrative

responsibilities under terms of the Technical Assistance
contract, most of his time will be devoted to the pilot
operation. We would hope, however, as the senior American

Specialist he would provide a full measure of support to PEDAC
through coordination of the pilot and expansion activities and
cooperation with the FBDAC official heading up the expansion
effort.

In order to obtain the most benefit possible from the change of
emphasis in make—-up of the Technical Assistance team, these
specialists should be domiciled in Cairo. Thus, ‘they would be
able to function in any of the eleven governorates requiring
attention including the PEDAC as well. SFFP office space should
be available for most of the staff but it is considered of
significant importance that PEDAC allot adequate space in its
headquarters building for up to five American specialistgs. Such
space should be conveniently located to the offices of the bank
official heading up the expansion except for one space which
should be near the FEDAC Director of Training.

F. Cooardination With FBDAC:

At the time the Minister of Agriculture made the decision
relative to expansion of SFPP through the FEBDAC, Mr. Fathalla
Refat Mohamed, Chairman of FBDAC was appointed Executive Manager
of the project with his counselor, Mr. Mohamed Kamel Nasser being
designated its Operating Manager. The Minister also designated
Mr. Mahmoud Noor, present Director of SFFF as a technical expert
for the expansion. Mr. Nasser is moving strongly to prepare PRDAC
and its affiliate banks for this large and nationally important
assignment and has announced his intention to fully wutilize
existing departments of the banks including planning, training,
financial, administrative and accotiting, among others. The
evaluators concur with this approach but believe very strongly
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that to make his leadership mast effective, the Operating Manager
must have a small but highly effective staff of Egyptian bank
specialists working under his direct supervision. Such a staff
would logically consist of two Senior Credit Supervisors
supported by four Field Credit Supervisors (each responsible for
two governorates) and at least one Credit Quality Review
Supervisgor. This compact headquarters group together with
necessary clerical and administrative personnel would provide the
apparatus through which management of the expansion would flow
and become the principal point of liaison with SFFP and the
Technical Assistance graoup.

The following chart shows a plan for maximizing the efforts of
all principals involved in both pilot and expansion projects and
for obtaining the best possible benefits from coordination and
cooperation.
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Flans for expansion emphasize rapid undertaking of programs in 8
new governorates. This implies not only introducing new concepts
and training of personnel in these new village banks, but also
introduction of new concepts and training of personnel at various
stages above the village bank level. Without full utilization of
policies and procedures already proven under the project,
expansion can fall into serious difficulties that will tarnish
bath SFPF and FBDAC.

We are aware of the commitment on the part of PBDAC and others
to spread broadly the benefits of this program. Clearly the
decision to expand can result in a great broadening of service
into the rural areas with consequent beneficial impact on the
economic well being of the farmer and rural villager alike.

Within the targets for new village banks, expansion should not be
directed solely to new governorates. Experienced personnel in the
pilot governorates should be alert to the possibilities of
increasing the number of village banks in those areas through the
same methods now employed and by providing funding through
establishment of a revolving line of credit to the village banks
from the governorates. Such an approach could nationalize SFFF at
less cost and risk and help to develop an essential pool of
financial rescurces at the governorate level.

5. Credit Funds Required For Expansion:

It is not possible at this time to estimate with accuracy the
possible speed of sound PBDAC expansion nor the full need of
funds for the credit side of the operation. In considering the
possible credit demand in the expansion program at least three
sets of conditions different than those actually experienced in
the pilot project are likely to be eoncountered.

First -- lending activities were slow in developing due to the
necessity of designing programs, initial selection and training
of people and other activities before lending actually began. In
the expansion with already proven methodology and well crafted
technology packages, momentum in lending should develop more
rapidly thus requiring more funding at an earlier date.

Second =-- sharply increasing loan demand in some sectors caused
concern that & shortage of loan funds would develop, leading
project officials to impose a type of loan rationing both by type
and amount. The expansion is not likely ¢to experience this
condition to the same degree, at least not in the early stages.

Third =-- in the early stages of the pilot operation there was
some initial reluctance on the part of the farmer to participate
in SFFP and pay the required higher rates of interest. After
experiencing the beneficial results of the SFPP project, the
question became significantly less important to the farmer. It is
not anticipated that loan .interest rates will be a constraint in
the expansion.
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As stated earlier, 27 village banks have used LE 14,599,360 to
make loans totaling LE I7,893,867 over an approximate four vyear
period with most of the increase coming in the past two years.
Using only the same rate of growth as in the pilot project but
anticipating the same ratio of loan repayment, the PEDAC should
be able to loan through its 192 expansion banks as much as LE 241
million by using the 100 million proposed by the GOE as initial
capital. However, once FEDAC has set the expansion in motion it
will difficult to hold to the progression outlined above. Such
limitations would make it particularly difficult to fully
accommodate the increasing demand for capital in the medium and
long term areas. Thus, it will need to 1look closely for
additional fund resources.

The FBEPDAC’'s savings, current and term deposits have grown
impressively from LE 14,889,083 in 1976 to LE 478,713,337 in
1985/84. Two factors discourage over-reliance on deposits growth
to finance an expanded lcan program. First, inflation has risen
from 17% in 1976 to 17-20% in 1983/B4. Until now deposit growth
- has exceeded the rate of inflation, but the decreasing rate of
deposit growth suggest that this may reverse in the near future
as shown in Table .6.

A review of deposit growth rates in all governorates and in SFFP
participating village banks suggests that large yearly increasas
are impossible to sustain. In Damietta and Ismailia, which
achieved increases of 68% and 62% in 1981/82, the current value
of deposits have actually declined. Many of the banks included in
the project had very high savings and deposit growth rates (ie.
166% to 73%) when they joined the project, but those rates have
not continued. This indicates that savings campaigns may push up
deposits, but that these dramatic increases should not be used
for forecasting.

€avings plus borrowing from the Central Bank of Egypt can be
utilized by FPEDAC in the lending process and, of course, PBDAC
can become a heavier borrower in the short term markets -
especially in pericds of easy money. It is likely the Bank will
try to finance the expansion by short term borrowing in the
commercial market unless other methods are developed. This latter
course will make it vulnerable to sharp swings in the liquidity
ratics of its commercial bank lenders. The PBDAC Capital and
Reserve position has not grown at near the rate of its 1loan
activities. Its equity position will likely continue to diminish,
eroding the financial integrity of the institution unless
necessary measures are taken.

Considering only the 192 village banks estimated to be included
by 1988, and loans averaging LE 2.8 million per bank (the figure
used most frequently when assessing loan requirements in SFFP)
the total demand would be over LE S37 million requiring at least
LE 200 million of seed capital, LE 100 million over and above
that now planned for the expansion. In locking forward to the
possibility of a new AID follow-on project to further expand the
SFPP through FPBDAC in 192 village banks,AID should plan ta at
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least match the GOE LE 100 million commitment to be used in
lending operations. The intent would be to assist in the
capitalization of FBDAC for the overall benefit of Egypt's
farmers.

A nationwide replication of SFPF to the extent of developing
lgans to the extent of LE 2.8 million in each of 7S50 village
banks over a period of ten years implies the need for LE 2.1
billion or LE 210 million per year less the small amount already
drawn down in the pilot program. Even if as much as 60% could be
mobilized from savings and commercial bank borrowing, the
residual need would be LE 800 million.

The real input of funds over ten years would be about LE 100
million per vyear. If such funds were granted to FBDAC on a
matching basis then the demand on GOE and AID would work out to
something around LE SO million each per year.

This broad calculation covers funding only for the SFPP expansion
lending and does not include demands on FBDAC resources to meet
its regular ongoing credit activities which undoubtedly will
continue to grow. Nor does it include the cost of other factors,
such as administrative expense and support items required by the
expansion. At this early stage, it is difficult tc determine the
true magnitude of expense which will be involved in implementing
the expansion. Major training activities, added village bank
staff, incentive pay and necessary transport will require heavy
initial and continuing expenditures. It is estimated that only
individual village banks have been capitalized with grant funds
and are mobilizing 1local resources will be fully self
supporting.

The SFFF has arrived at & stage where it is worthy of
replication. If FBEDAC undertakes the decreed expansion in the
true spirit as a replication of the pilot project, and attains
the levels of funding required, it will have a high probability
of being successful.

H. FEDAC:

The modern history of agricultural financing in Egypt effectively
began in 1976 with the passage of Law 110 in which the functions
of cshort-term credit provision and supply of agricultural inputs
to Egyptian farmers passed from the trouble ridden cooperative
system to the Agricultural Bank. This bank was then reorganized
urider the Minister of Agriculture as the Principal Bank for
Development and Agricultural Credit (FPBDAC). Shortly thereafter,
the existing governorate and district banks were supplemented by
a network of village banks which now serve the farmers of the
country with increasing amounts of short, medium and longer term
credit and with provision of much of their agricultural input
neecs.
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The PEDAC hacs its head office in Cairo with four branches located
in Cairo, Alexandria, New Valley and El Areesh. According to the
Rank, nationwide credit and distribution activities are carried
on through 17 governorate banks, 150 branch banks, 750 village
banks and 4,304 agencies. The best current information indicates
there are 33,300 staff members in this system of which
approximately 2,700 work in the Principal Bank and its branches.

decause of its menifold operations on behalf of government, and
its own widespread involvement in diver'se agricultural financing
activities, the FEDAC 1is a very complex institution with a
complicated and unwieldy management structure.

The bank still functions with & hand accounting system and
inadequate management informaticn. As a result it is extremely
difficult to obtain current reliable data as to the basis for a
comnprehensive view of the overall PIDAC operations. With the
exception of a few odd bits of information, the data used in
this report is for the 1982/83 fiscal year ending June J0, 1983.
1982/84 data for the annual report are still being compiled and
may ba ready for review by the Board of Directors at their April

1985 meeting. Thus Bank is experiencing a delay of some ten
months befaore management has a full view of the operations for
the preceding fiscal vyear, this obviously, causes great

difficulty in accomplishing even adequate forward planning.

The FPBDAC alsoc appears to have problems with its internal
communications, and Even though there may be a fair measure of
information passing among some of the senior officers, formal
communications do not appear to be looked upon as being of major
importantarnce in the overall scheme of things. Among and within
departments tha understanding by staff members of what others
are doing, how particular operations related to octhers and to
the functions of the Bank as a whole often are not clear.

It is evident from our work in the Bank, and while on field
trips with senior officers of PBDAC, that there is a growing
awareness within management of the many problems it faces and a
willingness to cume to grips with them. A desire to streamline

and improve general operations also is clearly evident,
especially in accounting and management information systems.
Management is enthusiastic about providing a better, more

decentralized cvcredit service to its farmer clients and is moving
increasingly toward many of the lending concepts which have been
successfully tried in the Small Farmer Production FProject. On two
occasions, the Evaluators were able to attend indoctrination
sessions held by PEDAC for key peaple involved in the xpansion
of SFFF, and came away impressed with the obvious sincerity of
the BRank in undertaking this program and with its intention to
attain a full and successful replication of the pilot program.

In order to place the operations of PBDAC in focus it is
important not only to look at its growing credit activities but
also to its work in the distribution and sale of agricultural
inputs. For these purposes, we have developed a body of data
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using the most reliable sources available to us. That one will
find in this data some differences and/or distortions is
inevitable given the several sources from which it was gathered.

From the Summary of Loans GBranted by Term and Purpose, shown as
Table 7, it will be seen that PBDAC has been steadily increasing
its lending activities. From 1979 through June 30, 1983 total
lending had grown from LE 211 million to over LE &S50 million per
year, with informal indications that during 1983/84, lending was

over LE 700 million with continuing growth in sight.

Within the overall 1979/82 figures, short term 1loans had
increased from LE 1937 million to more than LE 481 million with
the most dramatic change coming from livestock and poultry which
increased over 139%.

Medium term loans moved sharply from LE 17.6 million in 1979 to
Le 168 million at June Z0, 1983. Again, the dramatic change was
in livestock and poultry which posted a gain in volume of Si15%
Interestingly, is a pattern.

Long term lending has also increased from LE 139 thousand to Le
584 thousand. :

Table B8 Number of Borrowers by Farm Size, indicates a fairly
stable pattern over several years and indicates particularly that
the Bank’'s operations are geared largely to subsidized lending
for purpaoses mandated by government. While the general pattern of
land holding is not expected to change materially, the volume cf
credit advanced to tenant farmers and to those farmers holding
five feddan or less in land will increaze sharply as the BRank

moves into the expansion of the SFPF approach.

According to Table 9 Income and Expense of the PBDAC and its

Subsidiary Governorate Banks, total income for the year ended
June 30, 1983 amounted to almost LE 226 million of which only LE
92 million or 23% represented earnings from purely credit
operations. An additional LE 22 million was derived from payments
by gnvernment to cover the difference in interest rates charged
to borrowers (subsidized) and the rates authorized for normal
lending, plus 1/2% for administrative overhead. Even with this
addition, however, Bank income from credit operations appear as a
whole come to but 3IZ% of total income. The remainder came from

margins of input distributions.

It is not possible from available data to break out the cost and
revenue to the Fank of its credit and banking activities, and

its other operations. Both credit and inputs are heavily
subsidized and PBDAC does turn back most of the substantial
net above aperating costs to the treasury. What would happen to

PBDAC economic viability if its non banking functions were
curtailed would depend on government discussions in margins on
remaining businesses and on staffing and other costs.



It might not be an economically viable institution if incorrect
decisions were made. As lending operations continue to expand,
and a reasonable spread between interest cost and income is
allowed, it should be possible for PEDAC to be economically
viable &s banking institutions.

Savings generated throughout the FEDAC system have been increased
in recent vyears but with a somewhat lower rate of growth in
1987%/84. The FEDAC believes that as it expands the SFFF
nationwide, farmers savings levels will reqgister sharp gains. The
Evaluators agree that such increases may well result, but over-
reliance on savings as a major source of loan funds cannot

realistically be guaranteed. Large scale expansion of credit
will reguire not only such resources as savings and use of the
Central Bank but, a far greater use of short—term borrowing from

Commercial EBanks. The equity position of the Bank is showing some
erosion at itz present level of lending and any large scale
increase in borrowing will further widen its debt to equity
ratic. Action to broaden the FERDAC capital and reserve position
should be considerad as a high priority item if it is to remain a
viable institution Hhaving ready access to Egypt‘’s commercial
financial resources.

FBDAC recognizes & need to modernize its operations and
approach to management and planning. At its last meeting, the
Evaluators understand, the Board of Directors took under
consideration a plan to substantially re-order the table of
organization so as to simplify operations and remove overlapping
areas. This new plan may be finalized within the neut month or
so. Strong support should be given any assistance requested in
its efforts to i1mprove bath its financial and operating
capability.

In their work with PEDAC, the evaluators spent considerable time
in gathering and analyzing data. Previous evaluation groups have
gone through the same process, but the amount of useful material
available was very limited. A comprehensive body of base data
should now be developed, computerized and maintained on a regular
manthly basis. This could best be done by developing standard
forms and assigning responsibility for data gathering to one
office or preferably, one person. Such data should include all
fipancial and credit operations including borrowings of the FEDAC
and, if possible, its non-banking business as well. All
ocperations of the pilot project for SFPP should also be tabulated
and maintained monthly. Not only wauld this bank of data be
useful to AID and PEDAC as a resource tool, but the Evaluators
were told it would be welcomed by the MOA as well. It would be an
invaluable asset to future evaluators of projects which might
flow through various chanmnels of the EBank. Ultimately, as PBDAC
improves its capabilities, this bank of data could be folded into
its management information system.
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I. Conclusians:

During the last week of February and the month of March, 1985, an
evaluation of the Credit Component and the Training Component of
the Small Farmer Producticn Project (SFPF) was conducted by a
team of two evaluators. Additionally, the team undertook to
determine the technical administrative and financial capability
of the Principal Bank for Development and Agricultural Credit
(FBDAC) to replicate and expand the SFFP on a national basis.

The team spent considerable time in the Cairo headquarters of
SFPF, FBDAC, and in Village PRank and Sovernorate offices of
FBDAC. Discussions were held with pertinent afficials as well as
senior officials of the Ministry of Agriculture (MOA). Periodic
progress repaorts were made to appropriate officers of
USAID/Cairo.

The evaluators are pleased with the continuing success of the
pilot SFPF in developing programs and demonstrating that
carefully combined packages of technology and credit will be
accepted by Egypt’s very small farmers with measurable pasitive
impact on their economic well being. We are also impressed that
the farmers can and will pay for credit at generally unsubsidized
rates of interest when he clearly sees it is in his <financial
interest to do so. Interest rates in SFFP are now at 13% + 1%
administrative cost per annum for all loans (up from an original
8% short term and 10% medium and long term rate) and there has
been no slackening in farmer loan demand nor in extraordinarily
high ratios of loan repayment.

The SFFP has developed and successfully demonstrated many
innavative techriques to improve the credit delivery system in
the rural village banks. Among the most interesting and
progressive changes are thaose which have tailored credit programs
to meet the farmers’ needs, decentralization and speed-up of the
loan approval process, revolving line of credit farm loans, and
most recently, establishment of revolving lines of credit to the
village banks from their governaorate bank. This is in keeping
with an expressed goal of ultimately establishing each of the
nations village banks as a distinct profit center carrying out
its own budgeting, lending and business activities. On balance,
the Evaluators believe that the basic credit goals of the pilot
project have been largely realized.

Internal operations of SFPP have improved markedly during the
past few years, and the Evaluators express general satisfaction
with the great majority of administrative and management
functions which they explored. @n increase in number and quality
of SFPF headquarters administrative staff and the use of a small
computer have been most beneficial to the project.

Of particular importance to the SFPF pilot praoject and to its
nationwide expansion are two major unfinished undertakings. SFFP
has recently completed preparation of a comprehensive Policy and
Procedure Manual covering all aspects of project operations. This
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“manual is now being translated into Arabic, following which it
will be introducad into the Village Barks as a primary management
and operations quide. Al so0, the El1 Maazawy village bank
accounting plan should soon be field tested in selected pilot
areas. Following the testing, the new system should be installed
in village banks as quickly as possible. Finally, before SFPPF
termination in July 1987, work should be undertaken to develop
procedures and criteria for making long term loans. To accomplish
these important final goals at SFPP, the Evaluators believe it
essential that the technical assistance contract with SFFP be
extended to July 31, 1987 to coincide with the project activity
completion date.

The present pilot project of SFPF has arrived at a stage where it
is worthy of replication. The growing maturity of this project
and its increasing visibility and impact in the pilot
governaorates led the Government of Egypt in November 1984 te
announce an expansion into eight rnew governorates. This means
that eleven of the seventeern agricultural governorates will soon
be using the SFFP approach to small farmer lending and that the
axpansion will become nationwide as quickly as it can be managed.

The stated intention cf the expansion program announced by GOE is
to replicate in detail the policies and procedurss develaped in
the pilot project and to fund the activity with up te LE 100
million of loan funds provided to village banks through FEDAC.
FEDAC has been given responsibility for managing and directing
the expansion effort.

FEDAC plans call for twenty—four village banks to enter the
program initially and expand to forty-eight banks by the end of
1986, This will exceed by ten banks the number now operating in
the pilot governorates after five vyears aof edperience.

If PBDAC is to be successful, careful planning and a great amount
of advance preparation and training must be carried out prior to
the actual beginning of loan operations. Also, the Evaluators
believe it is appropriate to determine how best to support the
FBDAC effort through use of the skilled Egyptian Specialists who
have worked to develop the pilot SFPP. During this important
transition period a new approcach of serving expansion both in the
pilot and PEDAC governoratzs must now have overwhelming priority
while also offering already trained counterparts an opportunity
to operate more actively. Accardingly, we offer a plan to adjust
and augment the composition of the U.S. Technical Assistance team
S0 as to provide a service more nearly related to the new
national character of the SFFP. Details of the plan will be found
on the chart shown on page 1S of the report.

The FBDAC, through whose facilities the expansion will take
place, is a large and complex institution which carries on
manifold operations on behalf of government as w2ll as for
itself. More than S0% of its income is derived from nan-banking
sources, vyet it is the only financing institution which reaches
completely down to the farm level. The bank finances most of its
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regul ar credit operaticns with shart term borrowings from
Commercial Barnlks, and with the rapid growth in the past few years
of these operations, the addition of the SFPF axpansion could
place an unduly heavy burden on its financial resources.

Thera 1is an inherent danger that the PEDAC may become ovar
axposed in mounting ever arowing credit programs and cause severe
arosion to its capital structure and equity position. This is
particularly true if it must use commercial bank borrowings to
cover mast of the cost of a large expansion in medium term
lending. Consideration should be given by both GOE and USAID to
the provision of grant funds to assist the Eank in covering the
demand for credit which is expccted to develop from expansion of
medium term  lending. Action to broaden the PBDAC capital and
r2zerve pesition should Le considered a high priority item if it
is to remain a viable institution having ready access tc Egypt's
commercial finarmcial resources.

PEBDAC’'s operations are handicapped by its comples marnagement
structure,by the cumbersome accounting system, and by the lack of

a madern management information system. This has made it
difficult to obtain timely and fully reliable and consistent
operating data. Bank officials recognize that these are

problems which tend to impede operations and are beginning to
move toward corrective actions. It would be profitable for FEDAC
to engage & small team of specialists to conduct an in-depth
study of the PBDAC banking and cradit functions, including an
analysis of non-banking cperations to establish that a data bank
bea maintainted on a regular basis in the affices of FBDAC and
USAID/Egypt.

Recammendations:

i. That the termination date for the Techrical Ascisztarnce
Contract with SFFF be extended so as to coincide with tarmination
of the project itself on July 3i, 1997.

2. That the composition of the Technical Assistance team be
adjusted and augmented as proposed in the Conclusions and in the
narrative of the evaluation report.
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Z. That SFFF and FGEDAC move strcongly to field test and impleament

the Village Eank Folicy and Frocedure Manual ard the El Maazawy
Villaye Bank accounting program.

SFFF/FEDAC-SFFP April 1985/Jdune 198S

4. That & Data Bank for gathering analysis and retention of PEDAC
and GFFF statistical and management data be established and
maintained on & regular basis.

Afcticn Time Frame

USAID/SFFF/FEDAC Immadiately

S.FEDAC with suppert of USAID/Egypt employ a highly experienced
agricultural banking specialist and an experienced statistical
and accounting specialist +c conduct an in-depth study of the
FEDAC with particular reference to its banking and credit
functions. If possible the study should include an analysis of
FEDAC non--banking operations.

Actian Iime Erame

FECAC/USAILID June/August 198%

6. That a new GOE/AID project be developed Lo further tha
national expansion of SFFF and ernhance the capabilities of FRBDAC
both financially and operationally through provision of grant
funding and technical assistance.
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LOAN SUuMMARY REPORT FOR SFPP - 27 VILLAGE BANKS

Deginning of Project to January 31, 1983

ITENM QUALUBAYIA SHARKIA
NO FARMERS SERVED 7,710 6,027
Tenant farmers 2,864 682
Landl ess 37 33
Female 1,393 99
NO DISBURSEMENTS 13,390 12,311
Loans made 14,331 10,370
Loans outstanding 7,489 3,419
VOL. DISBURSEMENTS 12,375,537 13,772,348
Loans closed(face amt.) 12,350%,401 14,176,042
Loans outstanding 3,644,201 4,387,376
REPAYMENT AMOUNT-P 8,731,938 9,184,953
REPAYMENT AMOUNT-~{ 437,128 422,932
DEL INQUENCY

Number ' 2330w 138
Amount 91,2689 12,219
% Loans outstanding No, » 03400 « 004
% Loans outstanding Aat. +02Tee 003

- To be confirmed by audit
** Qualubayia

delinquency by amount.

32,463 LE.
problems currently in Qualubayia.

110

has averaged less than one
for four years and in October 1984 had .007 del inquency
Personnel and sanagesen
stable village bank account for an increase
The balance of the increase is a

half of one

ABSIUT

10,496
1,832
312
921

16,076
16,454
8,495

7,745,962
7,825,126
4,557,549

3,188,429
543,138

32
7,683
« 006
002

TaraL

24,433
S,398
404
3,283

44,777
41,163
19,403

33,893,867
34,507,369
12,789,126

21,103,3%
1,425,218

320
111,170
- 016
« 009

percent delinquency
by nusber and
t problems in one normally
of 85 loans in the amount aof
result of poultry digease

« 008



SFPP MONTILY' LOAN: PURPOSE SUMMARY TABLE 2

Form 123
10/84 . DATE: MONTMLY —_—
GOVERNORATE: TOTAL ALL 3 GOVERNORATES BEGINNING OF PRQJECT TO Jan 31 . 1905
LOAN PURPOSE NO. OF NO. OF UNITS o |
“ATECORY DISPURSEMENTS FTNANCT.D DISBURSED
Fertilizer y o i1
Seeds and Plants ba 4
CROP Themicals RS LV 1
Other crop-related . ;
2.211 1.491 2,215 4593,
Sheep 1,159 5 7.0
MEAT Chickens for meat (unit) 985 1,17 .0
Chickens for eqgs (battery) , 596 315,705 05.9
AND Fecd, Supplies, Services 3,746 71.0
j-other — 4.0
FGGS “SU TOTAL 13 114 9,052
ivitelo, Baladli J.418 d.804 . 0 )
uffale, Imoroved 475 1.527 332 477,46
DREEDING, Cow, Baladi 256 436 227 280.,0
STOCK, Cow, impruved 239 350
DAIRY Goats, aladi 176 2.1584 152 29,0
' Gonts, Improved -3 43 a.110.0
AND Sheep, Baladi 2 655 5 s, ()
WORK Sheep, Improved 20 404 45, 671,0
| Camels —488 521 |
ANIMALS Drnkeys 1 ke 1.580.0
Pablsts £0 1.379 44,007.0
I'1geuns - 2.1410.0
Feud, Services, Supplies 27 ; !
Ot her 17 26 5280
> ”L 1% [
Tractor 180G 121 64, 7200
L Impiements a53 221
Iry 1gamt ion KE 1.188
FARM Sprayers 819 824
Cenerqators 259 298 70,078.0
EQUIPMENT | Trucks 63 IR 240, 505,0
Dairy Fgquipment 194 194 35,108.0
Poultry Faquipment 1.297 856 250,414, 0
Honey Dese Cells 284 7600 <82,810.4
Repairs 126 21 31,093,
Other 193 1. .96 0
4 Q47 R 46,057
Farm larcd 5 = 7,400, 0
Non-{.um land = = -
LAND Irrigatjon wWell kY] 36 62.114.0
AND Building for Animals 2% 24 3
- - Chickens 559 501 12159050
IMPROVE -~ - " Ppi 3 3 5.000.0
Other Buildings 1Z 1468 31.300.0
HENTS Repair /Renovat ion 109 15 .
J Cther 1mprovemernts 38
A 194 yo,u
Qustum (ywsrator ]
Prucussang D - J5,940.0
FARM- K Marketing 160 110,695.0
RELATED | Supply 6 Jb,900.0
WSINFSS ll °:. I'Illhvmr A : O el
OTHER —
A , y
1/4nmest Disburevd Loan Type No. of Loans Amount Disbursed
vhowa |a tve places _— -
st be the same RLOC 489 1,034,00
tutsle, It -v':: ——— 19 890 .756.9
loane made duriee SHORT 28, 365 290, 75¢.
loune previsuely MEDTUM 12, 401 , 12,426,506.9
reverted. LONG 8 42,550.0
TOTAL 41,262 33,893 ,AG7.R
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SFPP LIFE OF PRESENT PROJECT

AS OF JANUARY 31, 1985
SOURCE & AMOUNT

Nudget Year

USAID GoE TOTAL

US $ OF LE - LE LE LE

1980 275,000 (.7) 192,800 250,000 442,500
1981 830,000 (.7) 455.?00 300,000 953,000
19R2 1,900,000 (.83) 1,580,192 1,000,000 2,580,192
1983 4,007,000 (.83) 3,332,542 1,578,000 4,910,542
1984 3,409,438 (.83) 2,83%,3578 1,881,800 4,717,078
TOTAL 10,241,458 8,395,812 3,209,500 13,608,312
SUPPLEMENT CONTAINS:
19R% - Received 3,600,000 (.83) 2,994,048 -0 - 3,004,048
1985-Not Received 1,800,000 (.83) 1,497,024 $,000, 000 6,497,024
1986 " " 6,600,000 (.83) S.,489,088 $,000,000 10,489,088
1987 * " -0 - -0 = -0 - -0 =
TOTAL
SUPPLEMENT 12,000,000 9,980,160 10,000,000 19,980,160
TOTAL SFPP 22,241,458 18,375,972 18,209,500 33,588,472
Total funds received = 16,599,360 LF
Funds received from USAID = 13,841,438 USD of LE = 11,389,860 LE
Total funds issued to Governorates = 14,607,982 LE
Balance of funds in Cairo Accounts = 1,991.378 LE
Loans outstanding to borrowers = 12,789,128 LF

for lending = 1,818,856 LE

Balance of funds in Gov./V.B.

Funds available for lending divided by 38 Village Banks = 47,864.63 LK per V.B,

Loan portifolie size - average in each of 27 Village Banks = 473,671 LE per Vv.B
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SFPP LOAK DATA SUMMARY
FROM BEGINNING OF PROJECT TO JANUARY 31, 1885

TABLE 4

Time Period - Loans Loans Made Total Loan
€12 Month intervals H‘Hejet;ted Short Term Wedium Tern. Long Term Cumulative Repayment
“”"1 last one 3 months) No. Armount Xo. Amount No. Amount —Ko. Aamount
“vay . thru Oct. 81 18 2e8 | 234,561 <3 A7 10 1,200 IIT 26T, Zioo0
Nov. 81 thru Apr. 82 45 554 R76,332 377 526.469 3 11,750 934 1.256,551 431,223
May. 82 thru Oct. 82 28 1,333 [1.214,724] 1,915 2,034,863 1 1,400 3,249 3,251,087 937,006
Nov. 82 thru Apr. 83 50 2,143 [2,103,780] 1,584 1,430,088 0 «0- 3,727 3,534,768 2,213,961

Kay. 83 thru Oct. 83 28 4,680 | 2,096,487 1,816 1,736,363 1 8,200 6,497 4,741,030 3,010,686
Kov. 83 thru Apr. 84 88 6.475 | 4,863,924 2. 441 2,718,025 2 20,000 8,918] 7,601,949 4,154,578
Wey. 84 thru Oct. 84 NA 7.230 | 5,838,254 2 .935 2.841,063 -0- -0- 10,165] 8,679,317 5,347,324
Kov. 84 thru Jan. 85 NA 6,140 | 3,454 .469 1.202 1.311,090] .0- 0= 7.342% 4,605,559 4,988,688
Project Total 28,65‘ 21,424,81§ 12,30 12,‘28.504 8 42,550 (41,163133,803,867 21,105,356
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TABLE S

SFPP 1LNAN DATA SIMMARY
TOTAL LOANS - from beginning of nroject to January 31, 1985

Governorate SHORT TERM MEDIUM TERM LONG TERM AGTRECATE REPAYMENT
No. | Amount No. Amount No. Amount No. Amount (Principal)

. Sharkia 6041 | 9,433,542 A;? | 4,338,826 -0- -0- 10,778 | 13,772,368 9.184.903

Qualubayia 1,120 | 9,027,212 3202 | 3,348,325 —o- -0- 14,331 12,375,537 8,731,938

Assiut 11,880 | 2,964,057 4762 | 4,739,355 8 42,550 18,454 7,745,062 3,188.423

TOTAL 23.854 21,424,811 12,301 {12,426, 500 8 42,550 41,163] 33,893,967 | 21.105.356
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900
—~ 1976 16,889,083 16,889,063
3 1977 37:321:023 121 33,029,103 96% PRECAST
> 800 - 1978  s@.611.945 573 45,899,014 39%
g 1979  111,90s,81a 90% 77,361,711 68%
z 1980 197,432,993 76% 121,083,653 56%
700 {1981 304,676,383 54% 162,494,488 34%
& 1982 378,065,591 24% 172,322,296 6%
~ 1983 478,713,337 26% 186,506,716 8%
600 -| 1984 331,803, 183 176,676,494
1985 408,798,731 164,740,937
1986 685,794,278 154,646,610
E — 1987  762,789,82% 143,320,208
© ®» &00 -{1988 @©39,78S,37% 131,510,389
c 1
a E 2 Qurrent Pounds  Constant Pounds
- —s
g g Z 400
N
E a0
o
200
100
o | L) ] ] L L) ] LI L L

VYEAR:- 1976 1977 1978 1979 1980/198) 1982/ 1983/1984 /1985/1986/1987/ 1988/
81 82 B3 84 8% 86 a7 88 89

INFLATION RATE: 1% 13% 13% 13% 13" 1, 17 17% 20 20% 20% 20% 20%



TERM/PURPOSE

Short Term loans

Total

Crops

Livestock & Poultry
Digging Drainage Ditches
Fruits & Vegetables
Others

Medium Term Loans
Total

Farm Mechanfization
Livestock & Paultry
New Orchards
Apiaries

Others

long Term Loans

Land Reclsmation

TOTAL LOANS

Source: Statistical Department - PEDAC

&Lmzoflmm&nntedgkmnﬂm TABLE 7
1979 1980[81 1%1[82 1%2(83
1E Percent LE Percent LE Percent LE Percent
193,444,796 100.00 269,529,964 100.00 373,022,601 100.00 481,658,539 100.00
168,245,150 86.97 200,315,570 74.32 233,678,482 62.64 303,144,411 62.94
23,045,737 11.91 64,886,130 24.07 127,888,130 234.28 165,265,844 .31
687,557 0.38 469,875 0.17 500,000 0.13 675,418 0.14
390,984 0.20 505,016 0.19 940,000 0.26 550,462 0.11
1,075,368 0.58 3,353,373 1.25 10,017,989 2.68 12,022 407 2.50
17,599,306 10,00 81,013,698 100.00 138,303,616 100.00 168,049,462 100.00
8,.2‘90,194 47.11 30,696,101 3.73 32,107,475 23.22 42,156,098 25.09
5,338,539 30.33 42,181,505 46.35 73,647,382 53.2% 103,478,631 61.58
305,370 1.74 595,727 0.65 600,000 0.4 2,658,303 1.58
731,140 4.15 1,057,254 1.16 800,000 0.65 1,540,299 .82
2,934,063 16.67 16,483,111 18.11 31,048,759 22.44 18,215,123 10.84
139,979 100.00 325,031 100.00 620,543 100,00 584,04 100.00
211,184,091 360,868,693 511,046,760 650,292,035
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FARM S1ZE
(FEIIDAN)

One and less

More than 1 to 3
More than 3 to 5
M¥ore than 5 to 10
More than 10 to 15
More than 15 to 25
More than 25

Nurber of Borrowers by Farm Size

TABIE 8

1979/80 1980/81 1982/83
Borrowers  Percent Feddans Percent Borrowers Percent Feddans Percent Borrowers Percent Feddans Percent
1,424,670 49.18 915,642 16.90 1,450,388 49.16 942,936 17.50 1,466,314 48.04 30127 17.04
968,671 33.36 1,561,616 28.83 1,003,001 33.78 1,601,970 20.73 1,012,100 33.78 1,618,533 29.66
306,622 10.58 1,037,302 19.15 302,341 10.18 961,280 17.84 308,703 10.30 1,013,867 18.58
128,538 4:¢4 776,008 14.32 131,144 4.42 776,319 14.41 130,764 4.38 763,887 14.00
37,961 1.31 433,150 B.00 41,416 1.40 437,610 8.12 46,106 1.54 450,158 8.25
22,440 0.77 372,358 6.87 21,470 0.72 265,193 6.78 22,708 0.76 377,695 6.92-
10,415 0.38 321,488 5.3 10,158 0.34 302,785 5.62 9,704 0.3 303,564 5.5
2,897,517 100.00 5,417,564 100.00 2,996,399 100.00 5,457,831 100.00

2,968,918 100.00 5,388,102 100.00

Source: Statistical Depertment - PHDAC
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INCOME

Interest received
from borrowers

Fertilizers
Supply operations
Sesds and grains
Facirg materials
Feeds and oilcakes
Insecticides
Cooperative marketing
Crop protection

Spare parts far pest
control equipment

Banking operations
Subsidies

Sub Total
Salaries and wages

Water, electricity,
stationary

Transportation and
printing supplies

Interest and
finance charges

Depreciation
Provisions
Others

Sub Total

Table 9
CONSOLIDATED INCOME AND EXFENSE
OF THE FEDAC AND ITS SUEBSIDIARY GOVERNORATE BANKS

(LE 10G0)
1980 15€0/81  1981/82  1982/8%
(6 mos)

15.443 23. 062 32.483 S2.719
12,241 26.610 39. 621 42.447
4,014 11.501 173, 468 17.399
9473 2,108 2,536 2,613
.878 S. 607 7.062 6. 103
1.293 S.356 €.132 4,712
%, 714 14,648 15.576 14.374
. 158 1.318 1.657 1.472
.259 . 607 1.011 . 859

. 460 1.112 1.426 1.48%
2.816 10.10 z.938 22.271
-0- 40.014 S3.611 59.868
42.264  142.044  187.531  225.9a0
15.628 40.947 59.568 6b6.489
.327 .718 L9117 1.037
1.760 4.7734 6.524 6.907
7.256 26.945 46,765 60, 325
.471 1.147 .52 1.831
2.205 7.560 3. 094 3.736
. 904 1.386 1.257 .262
28.551  83.458  120.049  141.587
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Gircss operating prefit 13,717 =3. 604 &7.482 84,352

Other revenues (net
profit for 17 subsidiary

governcrate banks) 5.279 7.367 z.058 4,039
Net profit before tax  18.992 64,073 70.540 88.392
income tax S.923 21.22‘ 26.943 I2.846
Net profit after taxes 13.0&9 44,849 43.597  S55.545
Net profit after tanes 13.069 44,849 4%.3597 55.54¢4
Net revenues relating

to previous years 8.033 14,987 ?.404 9.0664
Surplus 21,102 59.836 S3.001  64.&612
Distribution of

Surplus 17.075 S56.826 21.866 26.874
Undistributed Surplus 4.027 3.010  31.135  37.778

- Due to change of financial year, 1980 covers only a period
of six months.

- Some changes in the cortents of several accounts have taken

place from the year 1981.

Source: PRDAC
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FEDAC
Memo I - Board of Directors
Financial Consultant Office

To: Board of Directors

RE: Authorization of FBDAC budget for fiscal year
7/1/82 to &/30/873

Article (18) of Law (117) 1976 for FBDAC stipulating the
preparation of the followine, & months prior to the end of the
figczl vear -

A) annual bank budget according to firnancial accounting methods,
including reserves and specific expenses

E) profit % loss account for previous fiscal year in accordance
with the rules used by commercial banking systems

The Chairman will present to the board the annual report of his
activities including the volume af these activities. The board
will also receive the control audit authorities accounting
raeport.

Therefore we present to the board the FEDAC anrd its branches
Balance Sheet accounts for fiscal 7/1/82 ta 6/30/87 including all
legal statements, profit % loss statement, annual bank activities
repart, and the report received from the central audit
authorities.

Wwe request authorizsation of the following:

1) PBDAC budget and final accounts for fiscal year fram 7/1/82 to
&/I0/8T.

2) FBDAC personnel bonuses according to authorization by the
Chairman, which have been taken into consideration in the final
accounts and the balance sheet accounts.

Z) FBDRAC personnel incentives from profits as was done for the
banks, but not to exceed LE 100,

4) Incentives report for Chairman and his board, guest at this
meeting, participating institutions, and requesting the Chairman
to determine value far each.

3) The board will attest its completion of business for fiscal
year from 7/1/82 to &/30/87%.

Date: 4/28/84 Chairman of the Board
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Report on
FBEDAC Budget and Activities results for

Fiscal year ending &/30/837

During 1982/8% the bank has achieved most of its objectives in
agriculture development in general, in accordance with the
national development plan for improving agriculture by us of
capitalistic methodology. This years major achievement was the
procurement and presentation of various financing and banking
methcods to participate in fulfillment of the agricultural
pclicies strategy and sustain its aims, in order to reach
proposed results. The achievements in the years that fcllowed Law
(L17) / 1976 concerning improving agricultural credit systems and
suoporting confidence inm it, changing it to a proper banking
system were in participation with the World Bank and %he Acency
for International Development. These achievements were the first
step in a consecutive set of steps leading to true coalescence
with the national agricultural plan which has even greater aims
and objectives of its own.

The major field of participation was in capitalistic development,
where efforts were not spared to provide saeds of high productive
vield for the major crops especially rice and corn, and their
needed inputs such as fertilizers and chemicals needed for
cultivation, maintenarnce and growth to maturity.

In agricultui~al mechanization the bank extended its efforts to
supply cash e&nd value finamcing for various agricultural

machines. This eitended even to total mechanical servicing for
all phases of cultivation. Financing services were extended to
co—operatives specializing in ag/mechanization by providing

complete mechanized units. This will all lead to impraoved
agricultural methods, and aid in the jump from hand lakor to
mechanized service especially after the noticeable decrease in
rural labor and its increasing costs.

In traditional production inputs the bank increased its
orovisiaons of feortilizers and foliar nutrients, improved s=ed for
vegetables and corn ard rice, nitrogen based phosphorus, and

potassium based fertilizers.

In support of the national effort to regain the rural villages
role of production, there began this year the preparation of a
plan for several villages in Upper and Lower Egypt to implement a
program for rural production, manufacturing, and investment of
village resocurces, with an organized financing plan to procure
pProduction requirements for livestock, poultry, <fish, etc. This
plan will need constant care and evaluation to achieve this
productive unit in order for it to become self-sufficient in
consumer products and have enough surplus for urban consumers.

The bank also achieved excellent results in internal and



international banting servicas during 1982/83. Other than
increasing the clientele savings accounts, in internal banking,
it also issued ag. develcpment bands to support its financial
status. The bank was careful in issuing ang covering the first
set of bonds and will continue to issue a second set in different
denominations to further increase clientele faith in the banking
sarvice, and to further the tie between the development bank and
the farmer clientele to insure natianal economic stability. As
for banking services on the international level, whether in
foreign currency or in procuremert of leniercies in faver of ag.

econcmy, the following was achieved -

a) Freparation of a correspordent network abrocad, with the help
of several banking specialists consultants who compiled a system
of funding procedures and documertations and training for it.
Some of this prucedure has been initiated through the network,
and 'we hope the bank will expand it to help in achieving ag.
developmernt objectives.

b) Eupansion in interrnational relations with either World Bank,
Commonwsalth, EFAD, etc. or with those countries providing
leanient aid to Egypt, all under and with the assistance of the
gavarnment institutions dealing in these matters for the benafit
of agricultural economy.

The different banmk activities, and financial results achieved
during this fiscal year are shown in the Balance Sheet and Final
Account Statements to ba giving an increase in the surplus which
supparts the bank resarves and increases the net values owing to
the' Ministry of Finance. The following is an analysis of these
activities during the gpast year and the final accounts for the
year ending &/30/837.

———— e emmRCaem memsmes S em e Ll ==l ——t . . e T e

The caoperation between the members of this agency; headed by
senior Ministerial Secretary Mr. Helay Riad, ard Mr. Mostafa El
Gindy, Vice-Director and the supervisory and audit personnel, and
the finance and accounting departments at the FEDAC and branches
iz to be commend=d.

The routine reports and the budget audit report were studied
carefully by the follaow-up team cf this agency;: gselected by the
FBDAC Board of Directors, and most of the attached remarks were
implemanted and taken 1into consideration especially those
effecting the final account results or the financial status of
the ©bank. Due to taking by tests remarks some amendments wara
made 1in the Balance Sheet and the Frofit % Loss Statement to
insure it beceming an accurate and correct picture of the bank's
financial state and to the final account results.

The financial department of FEDAC also studied the balance values
of the debtor and dues sections as in the reports of last vyears
audit and it became possible to reach positive results as shown
below - please note we have excluded balancing the debtor/due
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oudget due toc its being usually balanced after initiation of the
fiscal year books {far 19837/84.

Item 82/83 31/82 Reduction (LE)
dabtaor balance 10,865,553 97,495,970 46,627,417

due balance 44,0%1,7387 51,129,399 17,097,617

Other remarks that this agency found to he incorrect

administratively or incorrect credit form, were studied jointly
with the finance and credit department of FEDAC, after which this
agency explained its views and what csteps were taken towards
thase remar-ks, asz  shown in detail in the reply to the budget

- - de
raport.

Qur reply also contains the report of the finance department
results &s to their study of the remarks and steps taken in the
accounting procedures or the banks explaration of these remarks.

The branches are sparing no effort in the investment and banlkzing
sectors, over and above their normal duties, and its
responsibilities towards the governorate banks in acceptance of
subsidy crops, imported production inputs, and distribution of
production factors according to plan with accuracy. We must, no
doubt, re-arganize the structure and plan of these banks due to
.their growing responsibilities to ensure better administrative
and technical management through greater efficierncy and
effectiveness 1in participating irm development and in financing
its activities a&and 1in providing enough cash flow to fimance
Governorate banxs. After completion of a detailed study of the
activity column of the Branches, it was possible to pramote the
Banks of Cairo % Alexandria to the "General Frovincial Level" of
the FEDAC (ie. centrralizad management level) and pramotion of
their sub sections to "Managerial" levels where each became a
self-contained economical wnit ... El-arish % El-Wadi (New
Valley) were re-organized and promoted to FEDAC provincial
manager levels instead of contraol units, &and the sub sections of
these two branches were promoted to controller units. These
changes ware authorized by the Board of Directors at the 4/26/83
meeting.

The increased activity volume should no doubt be followed by an’
improved accounting system to make each branch a self-cantained
economic uwnit, with a separate budget and set of final accounts
through which we can define the results of each branch unit to
inter-compare with other similar units. This new accounting
system has been set up and will be initiated on July 1st. 1984
after the training sessions prepared for the banking and
accounting staff have been completed.



The following table covers the most

important activities of the
branches during fiscal 1982/8

Zy comparad to fiscal 1981/82.



After the comparative studv we can define a decrezase value of LE
5,7981,29€;: due to

a) decreased livestock investment of LE 4,023,891.

This dacrezase was mainly in Alexandris and New Valley, and due to
the cessation of expancion in sheep loans until a result survey
could be done for 19€1/82 loans especially in Marsa Matrouh. The
credit plan for these loans will be set on receipt of these
suIrvey results.

B) decrease in non specific investment by LE 4,995,976; due to
czasing to worl in ran perishable praduce.

The @ million LE decrease of the stated two types was almost hal+
replaced by the increase in poultry loan investment which was at
LE 921,392 and by mechanization which was at LE 2,122,277,

e e s e o e e o S

Due to the small size of the arable area covered by the branches,
seasonal credit is not a major factor effecting the final
accounts. Total loans were LE 1.97 million compared tao LE 1.&3
million. Mast were in Alexandria, LE 1.78 million compared to LE
1.72 million.

The branches were active in this area during 1982/8Z, as can be
seen fraom the savinags/deposits columns on 6/30/83 compared to
&/30/82. .

&/30/8% (thousand LE) 6/30/82 (thousand LE)

Current Term Savings Total Current Term Savings Total

Accts Dep. Accts. Accts. Dep. Accts.
FEDAC 15024 19861 2043 36957 44745 136352 1294 9672
Caira Er. 10069 1280Z 310 23382 11416 o323 362 173700
Alex. Br. 5282 17140 =383 193208 5306 2667 266 84Z9
New Valley 1717 299 04 2T20 622 281 197 1098
El Arish 1162 63 o3 1281 714 281 37 1033
TOTALS  3I38% 46165 3497 B335 63603 33304 " 5155 TT575Ls

By studying the value on the table we can see:
a) that total deposits and savings on &/I70/83 for FBDAC &

Branches were below those on &/I0/82 by LE 4.317 million, due to
the decreased deposit volume at FEDAC by LE 22.73% million which
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was caused by the decreased volume of current accounts, where as
term deposits and savings accounts increacsed.

b)Y the decrease in deposits values at PEDAC was balance by the
incrzases accompliched by all the Branches which is valued at &6%
or LE 18.418 million.

c) comparing the balance of each type we find that
- current account balance decreased by LE 29.4 million
- term deposits increased by LE 23.8 million
- savings accounts increased by Le 1.3 million

iD>

nalysis of Fipal Account Results

A. Current Activities
Total revenue was LE 31,950,685 compared to LE 9,772,455 - an

“rew E'/..'

increase of 45.4% over last years (1981/82) 33.S

B. The total revenue was LE 39,840,473 compared to LE 237,59&,206
- an increase of LE 16,244,247 or about 68.8%, where as the
1981/82 figures were less than those of 1980/81 by LE 3.45
million.

cC. Total expenditures were LE 22,278,107 compared to LE
18,268,440, an increase of Le T,949.647 or 21.7%.

If we compare total expenditures to total revenues we find that
eixpenditures were IS5.8% of revenues, where last years was 77.4%.
This leads us to believe that expenses ratio has decreased and
the revenues have increased due to better investment and
increasing activities volume. This can be seen in the newer
activities such as commercial banking and investment credit.

D. The fiscal year 1982/87 ended with a total net profit of LE
17,602,256 compared to LE 5,327,745, an increase aof LE 12,274,621
or ZI04L. Last years (1981/82) was less than 1980/81 by LE 237,%9&7

We therefore consider 1982/87 a record year in total net profit
values compared to previous values and years. But evan s0, we
encowrage achievement of this record value in the fiscal year
198%/84. This presumption is built upon the factors we have found
during follow-up procedures through March 198%/84.

—— et e e, LSS ST aREmn

This swplus is chiefly from two sources:

I. Net Activities Revenues LE 17,402,366 LE 5,327,745
II. Allotment quota from BDACSs LE 29,951,676 LE 28,807,097
LE 47,524,042 LE 34,134,842
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This surplus was utilized in:

1782/83 1981/82
commercisl profit tay LE 6,275,870 LE 2,500,000
general reserve LE 2,300,000 LE 4,500,000
Surplus quota for Natl treasury LE 37,778,457 LE 26,134,842
LE 47,554,043 LE 4,174,842

TS Ses SSrmemamwmaSenan SR ERLELED s s v o S S i

The surplus for FEDAC % Govn. BDACs at the end of fiscal vyear
1982/83 was LE 97,458,337 compared to LE 79,944,705 for 1981/82,
an increase of LE 17,513,628. or 22%. This was distributed in the
following manner:

1982/832 19e1/82

Commercial profit tax & duties 32,845,618 26,94%,330
Reserves to stabilize financial status 16,231,692 16,722,926
Naser banl quota 1,597,821 1,492,037
FPhysical training 261,708 280,818
Personnel - services % cash 8,742,742 8,398,140
National Treasury quota 37,778,452 26,124,842

Profits not distributed 2,402

LE 97,458,337 LE 79,944,705

We can thus see that the National Treasury gquota from the surplus
for fiscal B2/37% was LE 70,624,070 compared to LE 93,078,372 ie.
a total of tares and quotas. The FEDAC and Govn. BDACs are an
important revenue source for the National Treasury.,

Fersonnel must be rewarded for their record breaking results and
efforts. We therefore recommend a bonus value of nine months
salary for all PBDAC and Branches personnel, according to the
salaries of June 1983. In addition, to LE 325,000 - which was
their share in the profits, maximun portion of LE 100. There is
no doubt that this bonus will be a great incentive for greater
efficiency, effort and perserverence towards even greater
achievements in revenue and investment gains.


http:17,513,628.or

We hape this presentation is successful in showing the results of
our work at the end of fiscal year 1982/87, for the FBEoard of
Directurs authorization of the Budget and Finmal Accounts.

Chairmarn of the Board,

Fathalla Refat
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INCME 1962/83

EXPENSES 19682/83
OCogared to Corpared to
1861 /82 Item Partial Total 1961/82 Item Partial Total
Activity Income: Salaries:
11,756,140.598 Ag Credit 14,292,379.725 21,297,708.358 Balaries & Bomus 22,932,835.003
39,620,866.315 Fertilizer 42,447,021.569 20,380,250, 982 Bonuses 22,552,521, 222
2,546,299.869 Seed 2,612,895.821 9,630,722.504 Wages & Reimbursements 10,276,453.171
Insecticides/ 813,844,257 Value Incentives 858,006,557
15,575,613.401 Pesticides — 14,373,774.323 7,645, 841,733 Cash Ioventives 9,863 808,647
1,425,733.099 m?&’:;,mt 1,482,501.181 55,068,367 512 — 66,488,624.610
13,467,748.273 Subsidy Supplies 17,399,003.311 Ourrent Expenses:
5,132,299, 336 Feed 4,712,005, 881 913,310,549 Qustamer Goods 1,037,911.175
7,062,552_927 New Sacks 6,103,423.262 6,523,855,537 Customer Services 8,977,422 301
1,857,027.471 Co-op Marketing 1,471,554.617 T AT IS5 Nou Specific Stable 7.944,733.566
1,011,108.867 Crop Maintenance 855,039,073 Expenses:
13,937,595.884 Banking 22,271,909,180 217,099.117 Tax 13 ,575.670
20,727,563.806 Investment Credit 38,027,335.187 883,348,218 Rent 1,088,685.153
133,920,549, 946 166,052 843,130 40,022.503 Rent Differences 57,092,235 o
53,611,333.977 Substdizing w.m.m s 46,704 .952.787 Financing Interest 60,265,089,295 ™
! ) . e Investment Expense/ -
Other Income: 195,533, 468 Loan Interest 343,622,048
256,000,505 Boods 218,865,823 Interest oo Bomxds &
578,655.100 Owed Interest 876,663,348 €0,000.000 Shares 60,000.000
131,425,928 Owed Rent 191,560.654 1,527.,5087.708 Depreciation 1,830,874.543
40,022.503 Difference in Rent 57,992.238 74,032,387 Otber 15,417.229
15,089,008 Capitalistic Profit 0= 9,707 586 HE - 63,796,337.171
Other 3,394 ,768.663 Specific Stable Expenses:
10,886,768.587 From Previous Years 12,535,925.154 15,201.750 Donations 15,050.000
TI5. 55180 16,875,805.977 528.750 Grants 6,100.000
3,092,727.397 Other than depreciation 3,735,779.513
215.760 Real Estate Tax -0-
1,490,153.302 Previous Years Expenses 3,470,178.973
201,67 478584 242,616,980.332 26,617.5189 Other 1,843,338
4,626,444 478 7,228 ,951.822
121,734,565.052 Total Lisbjlities 145,458,647.165
Total Profit Before
Industrial Tax:
8,327,745.026 PHOAC & Branches 17,002,966.110
74,609,168, 506 Govn. EDAC 79,855,067.244
97,458,333.363

201,671,478.%63

242,816 ,900.832


mailto:242,916.9@0.832
http:58,006.47
http:5,327,745.02
http:21.297,706.3W
http:131,425.92
http:22.271.mg
http:4,712.005.81
http:11,756,140.5B

OONSCUINATED PROFIT/LOSS STATEMENT
FOR FEIDAC & GOV, HDAC

$/30/83
1981/82 * Item Partial Total ??a‘l,;sd © Item Partial Total
1,492,037.028 Nasr Bank Allocation 1,%7,521.610
79,936,913.532 Net Amount Inccme 97,458,334 .38 28 943,330.262 Industrial Tax 32,845,617.999
7,791.802 Previous Profits ~0- 2%0,817.678 Physical Training Allotment  281,707.943
BT IH 97,450,313.363 Reserve for
16,722 ,936.389 Pinancial Stability 16,231,691 .083
Personnel (Cash &
8,398,140.120 Services) 8,74, 341.010
28,134,842, 276 Gov. Share in Profits 37,778,452.5%8
2,401,388 Profits Mot Distributed
73,944,705.14 97,458,313, 383
- - 79,944,708.134 97,450,333,383
——
—_—
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6/30/83
CURRENT ACTIVITY INCIME CQURRENT EXPENDITURES
1981/82 *° Item Partial Total m to _Item __Partial _Total
13,193,418.83¢ Ag Credit 13,880,200.741 335,748,538 Seed -0-
17,127, 4017447 Fertilizer 18,249,341.538 581,478,549 Co-op Marketing 300,474.080
6,441,425.752 Subsidy Supply 9,783,388.961 -0- Crop Maintenance 8,852,599
-0- Seed 169,648.836 “ I 2T RS EE— 318,026.616
2,718,368.835 New Sacks 1,766,632.840
2,092,238 988 Feod 1,671,967.308 7,206,281.034 Activity Trade Results £,914,213.773
6,972,818.991 Insecticide 6,946,908.815 #0.123,508.100 81,232 200 301
-0- Co-op Marketing -0-
299,046.645 Spare Parts/Spray Equip. 584,509.902
6,906,928.320 Banking : 7,931,878.885 Final Account to
99,183.460 Crop Maintenance -0 6/30/83
12,274,668.847 Investment Credit 23,267,742, 467 Investment
191,784.638 Loan Interest 337,510.866
58,123,508 108 84,22,30.391 1,490,153.302 Previous Expenses 3,470,178.973
1,681,937,040 3,807,680,830
67,206,281.02¢ Activity Trade Results £,914,213.775
3,510,712.763 Different Income 4,700,704.968 Tiscal Profit before
10,886,768.587 Previcus Year Income 12,535,925.154 79,938,013.532 g‘:‘"&f‘g Stare 07,458,339, 363
15,000.098 Other Interest Debts 95,507.600 ——————
o DAfferent1al/meat 19 671,685 81,618,851.472 101,288,023, 202
BEIE B5T.AT2 101,208,023.202

—————————
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OONSCLIDATED BALANCE SHEET
FOR PHDAC & OOV, HDAC
6/30/83
LIABILITIES 1982/83 ASSETS 1982/83
Compared to Compared to
1961/82 Item Partial Total 1981/82 Item Partial Total
18640888000 Capital 18640888 000
Reserve: ’ Cash:
5925449.621 Legal fea, 8497001.813 184128.519 1n Punde 272653.418
s3717882.639 Govn. bond Res, 7826377549 1535811463 In Commercial Basks 1010817, 552 1282870.97M1
5358496388 Asset Inflat. Res. 7928048, 660 Debtors:
14944391634 General Res, 23461426483 90886051 . 350 Govn. Accounts 86654707 . 482
Company & Institution ’
11395114, 345 - Other fn:;m 12534008.017 80244862, 601 A 15.215
stry o
26134842.276 Surplus 37778482 528 183415848.270 Otbers 142039280 . 884 261223603 581
32964787 994 Specitic 34786140627 54469949,271 Crops & Subsidy Supplies 45057445527
Loans: Local Credit:
o 121 Bani 183824753.171 Seasoned Ag. Loans 189957114 .967
287565032, 680 Acoounts 260257482668 336154778.785 Investrent Loans 415702462978 005659577 .945
Natiooal Iovestwment in Storsge:
963606.100 Bank Loan 1052476.100 27779131743 Bank owned mise. 2ns187.112
Investment Expense
251477 491 Fpidiod 4802977 491 268112936.280 212820482880 Mdse, owned by otbers 188252127.527 210967314.639
Foreign Loans: 77547651.840 Authorization to buy exise, 74019516.404
£30 World Bank Financial lovestment:
4762198.750 Loan 8945027.342 5160985250 Shares/Participation  7141995.000
1703857.480 U.S.A, Loan 1503404, 567 Ministry of Finance
' 988 Agro Industry 4505904.358 Sccurtties 6837227 817 13979222817
1475457262 Loan 2450217.409 13025118.902 Project: under Implementation 12282650.551
i 1214823841 French Loan 881884.152 13780533.470
Lenjent Credit & 13501753.790 Stable Asmets 18274423961
151820099853 Authorized Docments 110204171.143
Owed to: 1204812346. 601 1249746626 376
Lo }4
| eo————— ——————
81128354, 228 Gove. accounts 61443145.443 143140546.643 Audit Administration 221510182098
Corpanies 6646458 140 $40096.12 $44287.36
232874560, 660 Others 249573101.097 317662704680
Current Accts. & Deposits:
150050365, 858 Co-op & Institutions  150465127.206
153350687, 483 Deposits & Savings 225813511.016
12586131 529 Penston bonus Accts, 14257298817 390535937039
1204812346, 601 1249746626378
-h-———_
143110546.613 Asdit Administration 221510182.016
© $40096.13 . $44287.%6
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ANNEX III. ANALYSIS OF DEFOSITS AND LOANS

1. FEDAC Deposits

Current accounts, term deposits and savings accounts are an
important source of funds for FEDAC as the bank does not have to
observe commercial banking requlations and can lend 100% of these
deposits. Funds available to the PEDAC from these accounts have
grown impressively from LE 16,889,047 in 1976 to LE 478,713,337
in 1983/84. Farticularly outstanding is the growth of savings
accounts from LE 114,212 in 1976 to LE 123,515,612 in 1983/84 as
shown in Table 1. All types of accounts have shown a dramatic
increase in the number of depositors. Savings accounts and term
deposits have shown a gradual increase in pouricds per account, but
current accounts have decreased in average value per account as
shown in Table 2.

Total value of these accounts has increased annually, but the
rate of increase has decreased from 121% between 1976 and 1977 to
26% between 1982/87 and 1987/84. Inflation has risen from 13%4 in
the late 70°'s to above 20% in 1984. Projections shown in Table 6,
Annex II suggest that the bank cannot depend on substantial
increasss of accounts to finance a real increase in credit funds
if current methods of increasing deposits and depositors are
used.

2. Interest Rates

FEDAC currently pays the maximum permitted by the Central BRank
forr all types of deposits as shown in Table 3. A contributing
factor to slowed deposit growth rate is. probably inflation.
Currently inflation is over 20% and will probably accelerate as
the govermment of Egypt attempts to reduce subsidies throughout
the economy. Thus all accounts earn a negative rate of return in
real terms. The World Bank estimated in 1975 that estimates of
the opportunity costs of capital are seldom less than 8% in real
terms, or approximately the level required to mobilize savings
effectively. s

Given the low rate of return from deposits, farm families may
Frefer productive investments such as livestock where returns are
approximately T4%. Efforts to increase deposits may have to focus
on individuals who are holding short-term money before making an
investment rather than lorng-term savers.

* World Bank, Agricultural Credit Sector Policy Paper, (May 1975,
New York). p. 10 :
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3. 3Javings Accounts

Fassbook savings accounts were introduced at the village level in
19748, All da2posits and savings accounts are exempted from taxes
regardlecs o7 the amounts deposited. Alcso they cannot be attached
ar seized for any reason, including non-payment of banmk loans or
debts, *+

During 1977-78, mass media campaigns advertised these accounts
stressing the security of deposits and’ interecst earned. Since
then, the bank has set general target for tha governorate banks
and village bank managers have tried to reach them through
personalized marketing efforts to bank clientele. The gradually
declining rate of increase in deposits suggests that the bank may
have tc undertake more focused efforts to maintain growth of
deposits.

4. SFFF Village Eank Deposits

For Village Bank level data, SFFF collected information from the
banks participating in the project covering 1981 - 1984. Analysis
of the dsata shows that performance of village banks in mobilizing
deposits varies tremendously. For example, the average deposit in
1981 was LE IC1, but the high was LE 1,110 and the low, LE 237. In
1984, the average had risen to LE 390, with a high of LE 1,733
and low of LE 84. Savings as a percentage of total furds loaned
rose from 24% in 1981 +o0 27% in 1984, haowever, savings was 47% of
total loams in Mosha and only 3% in Ibrehemia. The tremendous
dispersion of figures makes predictions using averages
exceedingly unreliable. Furthermore, correlation between fundg
loanad and deposits was very weak (Table 8), even when deposits
were correlated with funds loaned the previous vear. This
suggests that deposits do not rise "automatically" and that
specific marketing efforts will have to be undertakern to mobilize
lacal funds. Table & shows that in 198%7-19g24 approximately two
thirds of village banks showed a decline in the growth rate of
deposits and depositors. '

It is important for bank managers to concentrate on wealthier
indivicuals in their community. For example, Al Mansara has 2,243
depositors (79% of farmers) of LE 308,097 for an average account
size of LE 137. Al Moutia has only 88 depositors (10% of
farmers) but twice as much money, LE 672,501 and an average
account of LE 1,733, Thus to generate deposits, the target market
should first be larger accounts. These larger account holders may
well be influential village leaders and recruiting them as
depositors may serve as a positive example to other villagers.

The average deposit size in Asziut is LE &6T, while that in
Sharkia and Qualubayia is much lower at LE 277 and LE 180
respectively. According to Dr. Al Maazawey’'s "Village Bank
Accounting % Savings Study", the ratio of PEDAC banks to
caompetitive banking units is 3.4 in Assiut, 4.3 in Sharkia and

*¢ Attia, -Nagib, "Agriculture Credit in Egypt", (speech) p. 19
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2.7 in Bualubayia; however, the proximity of Sharkia and
Qualubayia to Cairo may mean FBDAC is competing with larger
metroponlitan banks for larger accounts.

. Strategy for Incr=zasing Deposits in Village Banks
These data suggest that a program to .dncrease savings and
denosits will be needad if village banks are to effectively
mobilize local resources.

Before a marketing strategy can be developed some basic
information must be ocbtained.

—— e s e e h e S —— e s S —s

current clientel, especially current account holders. This
would be a useful exercise for bank managers to focus their
attention on the characteristics of their clientel.
Depositors at banks may not even be farmers, but could bhe
tradesmen, employees, etc.

Survey should include information on si-e of account, sources
of income, approsiimate income, as well as why depositors
chose the village bank, problems ercountered as well as
additional servicas desired. A more detailed survey conducted
by interviewers should focus on larger depositors as well as
hclders of term deposits and current accounts since these

receive less interest.

_—— et et i e —— e o S S

The accounts of depositors should be analyzed to determine
cash flow and seascnal demands so that village bank
management can anticipate cash flows and demand. Discussions
with village bank managers revealed that village banks anly
keep on hand a relatively low fixed amount of cash. A better
system of cash to be kept on hand should be developed that
takes into consideration total deposits and seasonal demands.
Banking services must be convenient and depositors will be
discouraged if they cannot have immediate access to their
money.

c. Survey Fotential Depositors

Initially, surveys should concentrate on upper income groups
since a few hundred large accounts can deposit more than
thousands of small ones. The survey should obtairn information

on banking attitudes and practices as well as desired
services,

With the above information, a detailed marketing stratesgy can
be developed and a training program developed for account
marketing. An effective program may require that bank
managers market to a group or class with which they are
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unfamiliar and they will need information abcut target groups
and services desired by tnat group.

e. £djust Persomnrel Fgolicies

To motivate Bank Marnagers, realistic gemeral targets chould
be sat for &ll village banks and for each village bank based
cn the particular potential of the area. Achievement of
targets should be reflected in performance evaluations and
incentives or bonuses.

EFFF should begin the above during the next two years: however, a
fellow-on  project should assist FBEDAC in  developing marketing
capability so that it can continue to mobilize rural resources
effaectively. An Agricultural Credit project should set up a
marketing department to carry out surveys, identify markets,
develop services and train village bank managers with the
assistance of the training department.

Implementatiaon of this strategy will require technical assistance
as well as equipment. While the PBDAC has expanded aggressively
inteo activities that will earn additional commissions, their
monapoly on fertilizer distribution has givem them a large
captive clientzl; consequently, the bank has not done much in the
area of marketing. Setting up a marketing department will require
a major effart in personnel recruitment a&and training since
marketing in general is not very developed in Egypt and banking
staff are primarily accountants. Marketing research is a
specialized area requiring careful questionnaire design, trained
interviewsrs, and use of computers ta fully analyze research
results.

B. Loan

I

The FEDAC has done a remarlable job of providing institutional
agricultural credit to Egyptian farmers. SFFP participating
village banks report that an average of 94% of all farmers
receive some credit. (See Tables ? - 10) This figure is very
impressive compared to an average of 1S% for 3IZ countries cited
by tha World Bank.* The only country with comparable success in
reaching farmers was Taiwan. Of village banks repcrting both
number of loans and amount loaned, farmers recieved 1.3 crop
loans/borrower or client; the average crop loans ranged between
LE 33 and LE 79 between 1981 and 1984 reflecting the heavily
subsidized prices of fertilizer. Assuming one loan per client,
only &% of borrawers received other types of short term credit
and only % received medium term loans in 1984 as a result
lending based heavily on collateral. This is an improvement over
1981 when only 3% of borrowers received short term credit and
only 2/ received medium term credit. Increases in the number of
short and medium loans reflect the expanding funds available as
well as a liberalization in the documentation of collateral
reguired. Formerly, FBEDAC required:

* World Bank, op. cit, p. 71
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1) certificate of land ownership and its registration,
<) certificate to verify the owner had not sold the land, and
3) certificate of land dimensions.

Following submission of this documentation, 1loan processing tool
ore to three months. Currently, PBDAC only reguires a certificate
cf tLax payment and evidence of ownership. In two governorates
where G&GFFFP has been operating, village bank managers have
received increased delegated authority so that loan applications
take less time to process.

SFFF was designed tc provide a system of 1lcan evaluation and
dotumentaticon sc  that loans could be made +o small farmers
without land based collateral. In 1784 the ratio of clients to
leans is F:1 for short term crecit and 21:1 for medium term
credit. This comparzs with a ratio of 24:1 for short term credit
and 18:1 for medium term zredit for the bank's reguiar lending
portfolio.

EFPF has not only been able to extend cradit to small farmers,
but the high average repayment percentage rate (99%) agquals or
exceeds the bank’'s repayment record. This has kept costz
significantly lawar %than for most other small farmer lending
payments.  The 1975 World Bank Agricultural Cradit Sector policy
Faper figures indicated that in most programs delingquency rates
are frequently as high as 50% and aven these figures may be 1low
as rescheduled loans are not counted. However, bank assisted
projects have fared better with losses seldcm enceeding S% of
loans outstanding. In comparison SFPP personne! report that
serious arrearages are less than .1% and outright losses even
lower. SFFF has some areas where repayment record has been weak,
primarily in chicken batteries. Many battery loans were made when
the price of egas was about 10 piasters, but the price has since
dropped saeveral times to 5 piasters, below breakeven. Current egg
prices are about 7 piasters, a price at which a profit can be
made with gocd management.

FEDAC provides crop, short and medium term credit through village
banks., The banks averaga/borrower for short term loans has been
ricsing and for mcdium term loans declining. This is a consequence
of the Food Security lsan program which promoted sizable
investments in large cattle fattening and poultry operations. The
program impact can be seen in the 1981 medium tarm lending of the
bank and ir the subsequent rise in short term lending to finance
on-~going operatiens. The bank has not reducad lending as a
consequence of SFFF and SFPFP activities have #panded bani:
lending pregrams. The average SFPF lcan/borrower is appropristely
lower than comparable figures for FBDAC's regul ar lending program
as small farmers are less able to assume large, high risk
projects.
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2. Consolidation of Regular Bank and SFFF Lending

There is am urgent rezd to adopt uniform policies of lending for
all wvillage bank loars in SFPFP banks. SFPF has a specific
oroceduwrre to crisure repayment. This irncludes financial analysis
cf the proposed investment and total farm enterprise, on site
ingpections to verify use of loan funds, and use of predated
checks instead of collateral. In village banks, SFFF criteria for
making loans may spill over to regular bank lending. Without SFFP
procecures, risk to FBDAC's regular lending portfolio may rise
significantly. At one village bank, where a few lcans were
survayed SFFF loans appzared in  good order; bhowever, casual
gxamination of nRon-SFFP loans showed seversl made to small
farmers without normal bank or SFEP safeguarding procedures. For
example, & farmer who cwned 6 karats of land and a loing standing
lease on 13 karats had barrcwed LE S0Q for a baladi cow. The bank
menager said that he knew income from this farm was more than
adequate to ensure repaymznt and besides this farmer always
markaeted his crops through the bank so that if necessary the bank
could deduct the amount due. This is probably true, but this
farmer should at least have been required to deposit a predated
check. This use illustrates how over reliance on FPEDAC's role asg
marketing agent and input distributor may lead to problems as the
private secltor begins tc play a greater role.

In the follow-on agricultural credit project consideration must
be given to assuwre that small farmers have funds available. Loans
to large farmers entail less risk and supervision zosts so that

some mechanism inust be used to ensure small farmers receive &
proportionate shiare of funds.

Z. Village Bank Efficiency

SFRP experience indicates that village banks can bacome
considerably more efficient., As a rough indication, total 1lcan
volume in  SFFF participating banks has increased oy 108% and
number of loans by 24%. The figure of village bank employees
includes the agency employees who manage warehouses. A rough
estimate of agency emplovees can be obtained by subtracting the
number of agencies in 1984 from total banrk employees in both 1981
and 1984. Using these figures, the number of loans has increased
by 25% and volume by 141%. OF course, the number of agencies in a
village bank area may have increased and the number of emplovees
workimg primarily in the area of input distribution may be
greater. Accurate figures need to be obtained from SFPFP village
banks in order tc develop a model of autcnomous village bank
operations as well as assess village bank and SFFP cost of
landing.

4. Interest Rates
FEDAC has several types of subsidized loan programs. Ranging from
3.5% for crop loans on fertilizer to 8% and 1Y% administrative

charge for machinery loans. The difference between cost of money
and subsidized interest received is paid the bank by the
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government of Egypt at the end of the year. FBDAC can also make
other types o0f loans at interest rates up to 174 or more.
Currently, SFFF loans carry an interest rate of 13% interest and
1% administrative charge. (See Table 4)

Intarmation on the infaormal lending market is very limited, but
farmers in several governoratec reported to Nadim #* paying

interest rates between 25% and 7S5%. Other +armers reported
advance sales of crops to merchants; which probably contain am
implicit interest charge. These high interast rates from non-

institutional sources may be an important factor in ready
acceptance of the effective 14% interest charged under SFFF.

. Data

SFFF  banis were requested in November of 1934 to complete forms
toc provide datsa far this ztudy: however, the last forms were not
received until late March 1985 and many were incomplete or
contained erraors. This suggests that the project has a way to go
in developing reporting capability of village banks. '

1. Savings

a. The bank has enjoyed rapidly rising deposits; however,
continued grcowth of deposits in real terms will reguire a
marketing strategy and programs.

b. SFFF should begin to develop a program and strategy for
mobilization of rural resources {for use nationwide as
described in section & S.

<. Loans

&, The FEBDAC has an impressive record of serving and a high
repayment rate of 94% of all farmers with some credit; but
collateral requirements restrict farmer access to credit to
approximately 5% of farmers. Data provided are distorted by
the Food Security loan program which has been phased out.
Increased lending in these two types cf loans shows that
FEDAC 1is wusing SFFF funds to camplement their current
portfolio.

b. SFFF has shown PEDAC that lending to small farmers can be
done with high repayment percentages, enhancing overall
village bank efficiency.

a. SFPFP must work with SFPP participating banks to improve
reporting.

* Asaad Nadim, "The: Role of the Village Bank in the FRural
Community", April 1979, Cairoc: Al Azhar University p. 19
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b. OFFF should implement the strategy proposed for improving
the capacity of village bank managers to mobilize local
resources.,

c. The follow-on Agricultural Credit Froject should include

as & component development of marketing capability in  the
central institution to provide direction to village banks.
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TABLE 1

THE CURRENT ACCOUNTS, DEPOSITS, SAVINGS AND NUMBER OF DEPOSITORS
DURING THE PERIOD FROM 1976 - 1984

SAVINGS

YEARS CURRENT ACCOUNTS DEPOSITS TOTAL

No. or No. of : No. of No. of

Depositors Balanuce Depositors Balance Denositors Balance Depositors Balance
1976 4,500 16,534,851 30 240,000 3,200 114,212 7,730 16,889,063
1977 9,529 33,108,697 223 2,350,878 51,122 1,795,448 60,874 37,321,023
1978 22,442 47,713,496 1,333 4,836,137 95,750 6,062,312 119,531 58,611,945
1979 34,622 81,824,870 4,236 14,842,029 227,183 15,238,615 266,041 111,905,514
80/81 52,847 134,636,137 8,980 32,763,332 365,138 30,033,505 426,965 197,432,993
81/82 40,956 182,967,230 49,982 67,397,602 439,101 54,331,753 530,039 304,696,585
82/83 102,084 169,390,378 43,054 119,824,365 505,486 88,850,848 650,624 378,065,591
83/84 144,850 178,062,414 57,895 177,499,311 554,601 123,151,612 757,346 478,713,337
12/84 156,944 195,680,779 63,639 194,726,864 588,212 133,889,388 808,795 524,297,031
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National Current, Term and Savings Deposits

Table 2
Average size

of

YEAR CURRENT % TERM % SAVINGS TOTAL %
ACCOUNTS Change DEPOSITS Change  ACCOUNTS Change  DEPOSIT Change
AVERAGE

1976 3,674 8,000 36 2,185

1977 3,481 5% 10,542 32% 35 2%, 613 7%
1978 2,126 39%, 3,628 66% 63 80% 490 20%
1979 2,363 11% 3,504 3% 87 6% 421 14%
1980/81 2,548 8% 3,648 4% 82 229, 462 10%
1981/82 4,467 75% 1,348 63% 124 51% 575 24%
1982/83 1,659 63% 2,783 106% 176 429 581 1%
1983 /84 1,229 26% 3,066 10% 222 26% 632 9%
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Table 3
Structure of Interest Rates

1/1 1/3 17/6 1/1 7/3 1980 1/1 1/8 1/7 1/2
1975 1976 1977 1978 1979 1979 April; June 1981 1981 1982 1985
% % % % % % = | % % % % %
Central Bank
Discount rate 5.0 6.0 7.0 8.0 9.0 9.0 10.0 11.0 12.0 12.0 13.0
Commercial Banks
Time & Savings
Deposits Rate
7 days - = = - - 4.0 4.5 4.5 5.0 5.0 5.0 5.0
15 days 2.0 2.0 2.0 2.5| 3.0 4.0 5.0 5.0 5.5 5.5 6.0 6.0 6.0 6.0
One month 2.5 2.5] 3.0 3.0|] 4.0 4.5 5.5 8.5 6.0 6.5 7.5 7.5 7.5 7.5
3 months 3.0 3.0] 4.0 4.0] 5.0 5.5 6.0 6.0 7.0 7.5 8.5 8.5 8.5 8.5
6 months 3.5 3.5] 4.5 4.5] 5.5 8.0 8.5 6.5 7.5 8.0 9.0 9.5° 9.5 9.5
One year 4.0 4.0]1 5.0 5.0 6.0 6.5 7.0 7.0 8.0 9.0 9.5 10.0 11.0 11.0
Two years 4.0 4.0} 5.0 5.0 6.0 7.0 7.5 7.5 8.5 9.5 10.5 10.5 12.0 12.0
3 years 4.0 4.0 5.0 5.0 6.0 7.0 8.0 8.0, 9.0 10.0 11.0 11.0 12.5 12.5
5 years 4.Q 4,01 5.0 5.0 6.0 7.0 8.5 B.q 9.5 10.5 11.5 11.5 13.0 13.0
Savings 4.0 4.0 5.0 5.0 6.0 6.0 7.0 8.0 8.5 8.5 10.0 10.0
Lending Rates
Industrial & MINI| 6.0 7.0 8.0 9.0 10.0 10.0 11.0 12.0 13.0 13.0 - 3.5
Agricultural '
Sector MAXI| 7.0 8.0 9.0 11.0 12.0 12,0 13.0 14.0 15.0 15.0 15.0 13.0
Service MINI}| 6.0 7.0 8.0 9.0 10.0 10.0 11.0 12.0 13.0 13.0 13.0 13.0
Sector MAXI1{ 7.0 8.0 9.0 11.0 12.0 12.0 13.0 14.0 15.0 15.0 15.0 15.0
Business MINI| 6.0 7.0 8.0 9.0 10.0 10.0 11.0 12.0 13.0 13.0 16.0 17.0
Sector MAXI| 7.0 L.0 9.0 11.0 12.0 12.0 13.0 14.0 15.0 15.0 - -

Deposit interest rates before 1977 were subjected to taxes. Since 1977, interest on deposits has been exempted.
Current accounts earn no interest,
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LOAN CHARGES
AS OF

Table 4

MADE BY PBDAC SYSTEM
FEBRUARY 1985

Winter loans

Summer loans given before June 30th

Summer loans given after June 30th

Pest Control (summer)

Sugar cane (contracted) til June 30th

Sugar cane (contracted) after June 30th
Sugar cane (non-contracted) til June 30th
Sugar cane (non-contracted) after June 30th
Citrus, bananas, Nili potatoes

Subsidized Development Loans

1. Fopd Security loans after approving by food security committee 7

2. Fatening loans in accordance with the plan

3. Machinery loanS——-eeeee o _________

Investment Loans
1. Agricultural and Industrigal--—-—-—-— 14%
2. Service sector-——————mee______ 15%

CREDIT CHARGES DUE DATE PAST DUE BEGINS PENALTY A MONTH
1
35 Mms a nound Dec. 31st Jan. 1st E
40 Mms a pound Dec. 31st Jan. 1st 1
25 Mms a nound Dec. 31st Jan. 1st Z
40 Mms a pound Dec. 31st Jan. 1st §
55 Mms a pound May 31st June 1st «a
40 Mms a pound May 3i1st June 1st :
55 Mms a pound Mar. 31st April 1st g
40 Mms a pound Mar. 31st April 1st 5
40 Mms a pound Mar. 31st April 1st i
1
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VILLAGE BANKS

Entaring 1901
Abe Tieg
Abaoud

Al Noutiaa
Aslougi

Kafr Ayoub
lorehinia
Sandshour
Tersa

Kaha

Entering 1982
Al Hasae

Mosha

Al Nekila
Bardeen

Shobra el Nakla
Mobasher
Sheblanga

Aghar

Entering 1983
Al Maasara
Rifa

Bowina
lankalon
Hehia
Balashen

Kaftr el Arbain
Kair el Bazar
Beltan

Ikiad Degua

19814

? Depositors LE Deposils

187
3to

88
o
353

1,207
1,89
1,031

1,197

430
1,012

830
14
24
1,133
b} ]|
312

2
1,100
1,234

150,468
220,000
97,851
189,408
62,445

156,433
130,578
50,193

43,912
134,29
48,840

11,203

140,008
178,407

78,000
135, 104

3,013
143,337
110,444
23,291

33,450

128, 564
184,087

1982

0 Deposilors

31
1
200
843
48y

1,300
2,23
1,409

12
Jue

1,44
1,610
"o
"2
1,53

1,25
1%
n

1,59%
562
397

750
1,683
1,2

Table 5

LE Deposits

28,947
235, 150
186,550
338,262
126,924

185,901
184,867
133,391

111,29
223,006

92,207
209,321
139,301
204,940
229,193
172,251

190,000
208,916
30,583
118,289
168,153
37,110

13,440
143,508
103,544

f9e3
0 Degositors

897
700
288
1,133
3]

1,521
2,03
1,221

1,933
1,764
318
%0
1,675

1,79

13 Deposits

37,438
400,473
28,574
72,471
135,707

192,820
254,410
157,463

192,190
333,052
166,129
381,443
179,008
304, 749
254,920
229,433

270,000
75,840

84,388
211,903
234,63
133,404

85, 443
184,466
293,334

1984
¥ Depositors

1,690
00
388

1,210
955

1,680
2,471
1,320

WY
672

2,18
1,9%

433
1,100
1,914

2,203
us
o

2,45
750
843

1,250
1,993
2,50

LE Depasits

150,997
313, 308
472,501
M7,583
173,932

304,780
109,592
180,453

258,051
812,744
219,758
"y, 219
234,835
418,997
323,047
357,307

308,093
330, 264
229,568
204,071
324, 903
168, 733

109, 701
263,207
390,043

149



VILLASE BANKS

Entering 1991
Abu Ting
Aaoud

Al Nouliaa
Aslougi

Kalr Ayoud
Ibrehiaia
Sondahour
Terna

Kaka

Entering 1982
Al Hanas

Hosha

Al Nekila
Bordasn

Shobrs 8} Makla
Mobasher
Sheblanga

Aghar

Entering 19983
Al Maasara
Rifa

Dowina
lankaion
Hehia
Dalashon
Kafr o} Arbain
Kafr ol Gazar
Baltan

Ikisd Degwa

Table 6

% CHANGE IN DEPOSITS AND VALUES

1 CHANGE IN DEPOSITORS
19911902 19021983 1993-1904

m 31 m

F{} n m

n’n 1} 351

801 m n

”1 11 n

in 4ot i01

n n n

n n n

Average 481 an an

Nnisua m i1 n

Maxisus [}/ H ™ i

n 01 m 91

W1 n (V1]

b+ (T4

nt [:}4 131

m Fh

N 1} 1

11 n L}

Average 381 201 L))

Ninious e} n 1

Naxisua in m 451

Average A1} 11 al
less (1)

n @1 81

b+ 161 m

amn m (1)

m a an

(14 201 1

an a1 -4l

11} 27} Fa)4

£V 101 n

01 2 ()

Average A1} an m

Ninisue 01 101 -4l

Maxisus L} m 1Y}

150

1 CHANGE 1IN DEPOSITS
1981-1982 1982-1903 19831904

431 30 11}

1 m b}

m 401 1521

{11} 401 =51

1032 F3) 121

n 3 -}

(3} n (1}

1661 0 18

Aversge n n 124
Ninisua 161 811 81
Naxisus 168 s01 1521
121 nt i}

451 m ([}4

n sox 21

[ ) 101

m m b}

1} m

(1) 1 amn

-3 m L))

Average S0t V2 2 [}
Ninisus =31 1" 101
Maxisus 121 I L))
14 4 1)

i b1} mn

111} im aan

-191 m -

S01 (1} n

mn 291 %1

1281 1314 mn

13t an [}

-431 [ 21

Average [ }] m L 1H
Niniaus 431 13 -1

Naxieun "3 an an



VILLAGE DANKS

Eatering 1981
A Ting
Abnoud

Al Moutiaa
Aslougi

Kafr Ayoub
Ibrehinia
Sandahour
Tersa

Xaha

Entering 1902
Al Hansn

Nosha

Al Nekila
Bordesn

Shobra ol Makla
Nobasher
Shedlanga
Aghae

Entaring 1903
M Maasara
Rila

Dowina
lankaloa
Hehia
Dalashon

Kale ol Ardain
Kaie ol Gazar
Daltaa

lkiad Degua

Table 7
AVERAGE VALUE OF DEPOSIT/DEPOSITOR

VILLASE BANK AVERAGE OEPOSIT
1981 1982 1983 1984

O Y Y
SLoM Mmoo
LUue e w4,
w0 w1 30
moome a2

123 133 127 !
) ) 104 133
L) 16 1 136

Averags 3%0 12? W7 111}
Ninisua 9 ] 104 136
Naxisua 1,110 M “w 1,1

n ™ 108 433
3 m 83% 13

13 197 1]
100 ) 101 e
470 n s
20 ki F) 43 m
17 113 137 197

Average m b ] 3 R
Ninisus 100 ” f01 118
Nazisua m ™ LIS s

n 131 131 17
L,o4 1,03 a3 1,00

12 " 110 ]
208 2% b)) 4313
8l LM 2 310

n 101 ] "
114 % 1 133
149 8 197 1%

Average 12 119 1 2y

Ninisua a N 1) n
Maxinue H. 9% 7 33
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M
.

Depos
Thousands)

Total
(

SFPP Vvillage Bank Deposits/Total Loans

Table 8

1984

700

800 -

300 -~

300 -

200 -

100 -

0 +o—y—

Deposils Total Loaas

190,97
515,300
472,%1
250,881
812,701
0,093
330, 26
21,5
219,758
17,53
173,952
43,378
9,219
234,493
1,50
204,071
140,153
3,207
324, %03
304,700
9,592
100,433
323,047
397,30
109, 701

1,997,258
1,900, 151

03,010
1,100,29%
1,300,820

",

09,708

444,501
3,432,402
1,38, 200
2,144,020
2,403,303
1,922,708

"3, 02
1,739,841
1,204,007
1,503,249
1,453,938
1,086,330
1,130,043
1,261,431
3,353,461

",
2,319,010

2 2.4
(Milllone)

Total Loans
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Vil

l.
2.
3.
LR

0.

1.

10.
i1.
.
13.
",
13.
16.
1.
n.
19.
20.
2.
2.
23
u.
a3,
o
21.

101
1
vl
Vi
ve
AVE
1

LAGE BAMK

Aslougi
fordein
lenkalon
Hehia

Kair Ayod
Shobea ol Makla
Dalashon
Nobasher
Ibrehenia
Sandahor
Sheblanga
Kafe o] Acdain
Kafr of Gazar
Tersa

Kaha

fghor

Baltan

Ikiad Dagua
e Tieg

Al Mowtiaa
Minoh

Al MHasas
Mosha

Al Maasara
Refa

bowina

Al Nekhila

AL
CHANGE
AVERAGE
LILIL T
NALIMUA
RAGE /BORROMER
THaNGE

IFECDANS SFARMERS AVERAGE

4,073
8,899
3,208
9,173
0,854
6,540
4,75
3,718
0,013
4,561
b,421
1,807
4,49
4,089
6,257
1,039
6,002
3,883
Y, 793
6,568
10,304
4,200
7,199
3,580
6,361
6,721
5,050

170,389
6,310

1,007
10,308

6,418
7,15
1,47
8,14
6,204
5,058
4N
2,600
1,11
4,920
3,406
1,887
3,781
4,13
3,501
5,218
0,100
6,22
3,030
3,118
§,540
2,350
2,3%
2,052
3,100
2,219

130,001
4,008

1,897
0,14

FARNEA

§of

3,595
§,933
4,30
7,49
9,844
4,28
3,820
2,511
b, 160
3,745
9,606
1,087
5,600
(W31
3,52
4,045
9,100
5,100
5,030
3,118
6,540
2,350
2,350
2,852
3,33
3,100
2,219

120,939
LN

1,897
) 100

Table 9
SFPP PARTICIPATING VILLAGE BANK DATA

1 FARMERS CROP LOANS;
FEDDANSDORRONERS BORROVING

0391
2.8
7.Mm
.51
90.422
L LI ] )]
7.3
9%.301
.00t
.51
100.001
100.001
7.211
100.00%
7n.42
17.51
100,002
0.
100,001
100.001
100,001
100.001
100.001
100.001
100. 001
100.001
100.001

nin
[ 73
100. 001

§ Loans
3,800

7,200
10,637
10,028

1,24

s

3,013
3,000

3.532
3,48
3,880
7,000

2,100

3,100

93,923

3,923
1,400
10,637

11
LE

193,107

145,793
218,809
297,300
207,006
150,40

9,033
149,404

159,451
93,404
143, 18
121,29
104,55

348,012
204,993
304,372

124,800

3,088,212

180,310
83,404
38,012
1

0 Loans

5,933
14,198
7,300
10,09
10,720
", 40
6,719
1,703

3,100
3,400

3,510
3,20
3,14
3,M3
7,5

3,95
1,520
2,30

3,100

12,90 4,090,715 14,922 4

20.21
3,03
1,520

14,193

m
L&

20,00
0,410
103,035
8,441
302, 339
1,470
170,480
11,78

108,748
190,084

160,549
62,604
180, 7%
123,908
154,078

524,533
231,784
372,335

133,231

2.4
213,689
42,404
826,535
%

.21

0 Loans

6,108
14,32
7,450
11,306
11,150
9,408
6,020
1,711

3,010
3,800

5,580
3,23
3,47
4,020
8,003

L0
4,049
1,000

1,321

119
LE

201,3%0
302,134
171,073
243,280
307,243
23,903
191,733
139,578

120,835
191,020

162,743
199, 384
134, 149
154,407
173,%1

135,758
200,393
423,153

174,038

0 Loang

6,300
13,081
8,200
11,480
1,21
10,397
5,83
1,743

3,72}
3,606

5,600
3,40
3,45
4,200+
5,100

8,500
1,800
2,540

190
LE

1,40
3,429
189,112
322,2%
397,012
264,338
219,134
152,580

137,608
193,716

185,454
157,107
173,62
156,782
179,013

348,720
25,7%
451,531

V207,168 110,780 4,437,403

.1t
224,308
119,578
435,753

n

.3

1]
§,252
1,748

15,081

L
204,084
137,508
451,531

"

.2
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VILLAGE BANK

1. MAslougi

2. Dordein

3. lenkalon

§. Hehia

3. Kalr Ayod

6. Shobra ol Makla
1. Balashom

8. Hobasher

9. Ibrehesia

10. Sandahor

11, Sheblanga

12. Kafr ol Arbain
13. Kafr ol Bazar
14, Tersa

13, Kaha

16. Mhor

17. Beltan’

18. 1kiad Degwa
19. Ra Jieg

20. Al Moutiaa
<1. Monoh

2. Al Mamaa
23. Mo

248, Al Maasara
23. Rela

28, Dowina

27. Al Nekhila

101AL

1 CHANNE
AVERAGE /BORRIWER
VD AVERAGE

T CHANGE
Ve NININUN
Ve MALIHUM

TOTAL

LESS PORTFOLID(S) WITH
AVERAGE(S) ) LE 10,000
PER LOAN

QTOE/BORRONER

SHORT TERM LOANS:

198t

§ Loans LE Average

25 114,860 4,59

70 101,615 1,303
1 2,605 600
32 40,880 1,278
n 32,223
19 52,800 3,493

150 428,101 2,834
0 297,438 3,718

2 125,514 238
" 192
18 189,087 10,048
105 114,110 1,087
5 298,500 4,59

200 228,886 1,148
" 79,288 79
5 28,20 A7

2,510 2,319,504

923
157 104,972 2,39

B %20 1M
90 428,101 10,478

2,514 2,319,544

am (108,045
2,0 2,131,478

Table 9, p. 2

1962

§ Loans LE Average

A3 94,45 4,20
W9 M35 2,629
11 447,030 4,033
9 5,110 B8O
a3 a0 1,09
27 8,000 2,519
2l 18,400 4,885
A5 814,101 10,091

133 395,2% 3,847
124 2,285,129 18,428

St 127,82 2%
1,01 138,04 1%
0 493,080 12,00
135 39,480 2,313
B 400,700 4,302

120 M1 1,08
M3 108,815 1,023
n o B0 33

3,142 7,633,047

H A H ann
2,400

173 24,080 4,39

a1

21 5,820 136

1,019 2,285,128 18,428

3,42 7,433,407

(120) (2,285,128)

"s) (814,101

(40)  (483,888)

2,933 4,050,330
1,301

1983

§ Loans LE Average

MO 1,393,400 3,399
180 3%2,70¢ 3,293
123 45,750 3,574
80 110,750 1,384
85 M W
0 182,200 2,797
3 109,000 3,114
9 108,400 1,106

182 174,761 1,01
22 2,904,773 13,985

S 128,480 243
1,100 123,933 108
3 363,934 10,704
NS 157,850 1,30
2 83,415 2,931

L, 13%,250 1,701
6 §%20 1,133
n 31,330 408

3,600 7,741,360

1 L
2,14
200 430,07 2,98
17.11 L4t
6 5,920 103

1,180 2,964,773 13,983

3,880 7,741,350
1212) (2,984,773
(30) 143,930
3,44 4,412,888

1,288

1904
§ Loans LE

433 1,809,077
200 1,006,750
130 183,900
158 317,600
133 158,210
142 392,700
32 163,450
130 239,400
170 204,321
30 2,293,601
395 130,500
1,214 111,013
40 420,333
110 182,520

e ) 433,300
110 133,200
1 1020
107 221,827
4,38 1,339,028
nwn 20.42
2,138

FL ) 318,833
nmn 20.81
14 11,020
1,214 2,293,501

4,38 9,339,026
(40) (420,335
4,328 8,918,491

Average

3,994
3,034
3,093
2,3%

1,190
2,145
3,532
1,995

1,215
5%

219

"
10,508
1,560
2,621

1,1
m
2,071

2,%2

9
10,508

2,041
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VILLAGE DANK

[ ]

1. Asloug]

2. Dordein
¢ 3. lenkilon

4. Nehia

S. Kalr Ayod

b. Shobra el Nakla
7. Balashos

8. Robasher

9. lbrehesia

10. Sandahor

11, Sheblanga
12. Kair 1 Ardain
13. Kair o] Bazer
14, Terna

15, Kaha

16. Aghor

17. beitan

18, Ikied Degma
19. A Tiey

20. Al foul Laa
al. Abnod

22. Al Haama
23. Mosha

4. Al Maasara
25. Refa

26. Dowina

27. Al Nekhila

TOTAL

VD AVERABE
1 CHANGE
vl KIninm
LLE I
AVERAGE /DORROWER

T0IM

LESS PORTFOLIOIS) WITH
AVERABE(S) ) 19,000

AVEYS% MorroweR

BEDIUM YERM LDANS:
1981
§ Loans LE Average

b 55,300 9,20

] 4,700 4,700
12 48,49 4,042
310,90 3,033
1 8,629 4
12 3,216 2,i83

130 %,922 453
140 12,752 80

80,38 1,759
123 19,18 1,41
231,300,000 34,522
0 1% 2,319
307 1,216,300 3,962

30 85,800 2,895
0 B4
% 19,35 1,40

21 230,340 1,188

1,646 4,488,084

Vo 24,000 4,114

! 1,70 0
B9 1,300,000 5,522
2,121

1,606 4,408,004
(23) 11,300,000)
1,623 3,188,084

1,94

Table 9, p. 3

1982
§ Loans LE Average

12 132,89 11,078
0 82,5% 4,25
1,025 4,2%
12,110 3,004
15,553 3,111
27,675 5,535
35,491 2,535
38,366 4,795

S~ PTG

1 3,428 3
/20,9 40

518 915,95 1,585
M a2 1,188
0 420,880 10,522
5 1,052 2,54
L 1,481,509 4,021

% 250,170 5,003
55 M52 Al
B 0,002 2,3

379 348,123 ”m

2,408 4,294,708

127 226,041 3,882

%31 4.3
\ 12,1 4
578 1,451,500 11,075
1,78

2,408 4,294,788
12)  1132,897)
(40)  (420,864)
2,3% 3,741,027
1,588

1983
LE  Averagt

-
-
-
=»
]

22,700 4,54
19,623 4,904

1,4% 1,450
18,000  §,00
2,147 2,883
31,305 3,47
36,885 2,4%
26,640 5,660

RO W — >

17,885 175
42,033 *

€8

885,348 1,481

56,635 3N
17 5,785 3,800
3,38 2,075
86,971 4

i —
-~ -

60 233,73 3,8%
8w 1,020
nooama 2,9%

LY R TS O L TR 1Y
3,126 2,232,232

12 2,4 2,810

110} SR )
1 LisO o
8 58S, 340 5,400
1,030

2,126 2,232,2%2

1,050

1994
§ Loans LE Average

8 189,487 23,711

3 22,93 7,81
1 7,600 7,400
21 1,110 1,958
1 18,725 1,170
9 39,145 2,080
) 90 990

109 g, 069 442
00 80,34 g5g

850 1,259,554 1,93
3 107,252 vy
2 U 3,3
15 19,177 1,21
120 93,800 782

00 741,471 1,85
20 197,3% 43
135 271,mp 2,013

1,100 400,081 344

3,313 3,5%,585

B 189,007 3,30

58,71 b1.11
Iz, 3
1 7,600 23,714
1,086

3,313 3,359,585
B)  (189,887)
3,33 3,408,878

1,082
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VILLAGE BANK TOTAL LOANS:
1901
§ Loans LE

J. Aslougi 3,031 363,287
&, Bordein
3. lenkaloa 1,211 232,108
4. Hehia 10,720 30,992
3. Kaie Aych 10,063 349,080
6. Shobra o] Nakia 9,322 249,470
J. Dalashoa 8311 U5,7%
0. Mobasher
9. lbrehnaia
10. Sandahor 3,33 303,03
11, Sheblanga 3,240 71,193
12. Xafr 0] Mrbain
13. Kafe of Gazar 6,473 1,145,313
14 Tersa 4,007 374,080
13. Kaha 3,321 1,831,238
16, Aghor 4,043 34,300
17, Bellan 8,212 1,619,4%)
18 Ikiad Dagua
1%, Adw Ting
20. Al Moutiaa
21, Amab 3,830 503,74
22. Al Hisaa 1,3 Joa, 707
23, Rasha 2,181 329,145
24 M Nusara
23, Refa
2b. Dowing 3,31 N,
21, Al Nekhila
TOTAL 99,083 9,872,860

1 CHANGE
VD AVERAGE 3,770 580,758
VB NININUN 1,938 23,73
VD NAXINUN 10,720 1,831,238
AVERAGE /B0RRONER 104

1 CHANGE

Table 9,
1982
) Loans LE  Loans
6,138 1,295,641 4,523
4,3 187,321 14,908
1,303 647,93 2,304
11,002 363,925 11,389
10,748 Jo4,98% 11,2
9,300 397,153 9,413
(Y9} 1} 312,311 6,078
1,798 4,200,831
3, 44 3,47 3,014
3,97 2,4%,12  b,002
6,399 1,204,118 4,702
4,513 8,420 4,33
3,824 1,085,508 3,527
4,099 3,400 4,153
9,400 2,007,007 9,324
6,120 e, 010 4,000
1,843 432,941 1,689
2,45 W20 2,52
3,4 99,33¢ 3,507

20.8¢ 4,92 LN
$,233 845,471 4,339
1,738 HLIN 1L,689

14,370 2,49, 062 14,%3
119

M.

156

p. 4
1993
¢k 0 Loans
1,812,480 4,241
14,437 13,206
619,273 8,158
3,004 11,839
393,807 11,425
439,410 10,3533
337,600 7,034
34,610 1,8%
34T 4,000
3,197,826 b,30
LATS,STL 4,848
5,0 4,73
53,08 3,527
349,13 4,325
897,347 3,470
029,74 6110
333,373 2,054
W3 2,782
37,24 4,200

STX R
149,514 4,887
254,610 1,89%

3,197,826 15,216
1)
-12.82

1984
LE

2,240,281
1,408,379
975,993
707,436
597,132
§95,763
10,931
412,800

392,378
2,547,601

1,375,708
378,972
11,19
335,399
928,113

1,205,591
434,160
944,928

383, 186

118,440 13,907,950 120,746 14,200,739 124,476 17,573,194

a.u
924,903
356,559

2,541,501
i3
1.8t



Table 10
SFPP VILLAGE BANK LENDING

VILLAGE BANK SFPP SHORT TERM LDANS: SFPP MEDIUM TERM LOANS:
1981 1982 1983 1984 1991 1982 1183 1, []
§ Loans LE § Loans LE § Loans LE ¢ Loans LE floans LE 8 Loans LE § Loans LE § Loany L&

1. Aslougi (1] 135,930 289 738,51 270 621,837 B3 1,204,090 10 24,330 " 10,800 16 3,10 158 149,041
2. Bordein 210 84,850 328 183,332 470 142,700 130 173,480 220 6,293 W 237,34
3. Imkalon 123 112,712 384,434 % N3 In 179,392
4. Hehia (1) 10,173 s13 425,210 ' 127 120,199 g 12,29
3. Kafr Ayoh b} 10,010 8o 31,882 130 19,70 288 239,311 19 25937 113 87,7132 148 73,1713 %2 429,347
6. Shobra el Nakla L} 7m,%8 322 400,830 419 876,543 1) 83,700  g08 133,300 204 330,400
7. Balashon 7] 199,3% 248 431,013 Y] 8,641 33 Ine,on
0. Nobasher 13 9,200 18 62,18 112 209,412 4] 94,230 107 9,030 22 323,470
Y. lbrehesia 13 23,193 3? 13,222 107 1,312 2 344,508 17 9,%0 1 109,950 108 99,930 3% 298,923
10. Sandahor ] 37,338 289 219,201 309 432,802 329 345,190 3 13,250 113 200,97 119 100,33 199 149,952
11, Sheblanga 15 107,070 0% 349,299 S48 713, 180 19 147,421 1] 88,177 121 90,440
12, Xafr el Ardain 300 17,533 850 238,237 470 222,383 13 103,423 100 169, 02¢ 132 188,714
13. Kafr el Bazar 24 23,25 3 479,390 123 160,431 1% 134,321
14, Tersa 13 2,50 1%7 99,743 418 397,388 43S 613,133 T 4,750 201 133,851 215 173,088 1% 138,948
15. Xaha ] 16,211 149 132,380 1,088 337,847 512 374,942 1 11, ° 43,0% 02 32,080 (] 93,208
16. Aghor L[] 20,748 300 303,080 493 399,228 1 185,562 300 182,693 218 134,007
17. deltan 2 212,758 303 357,876 73 62,033 13 97,280
18. Ikiad Degua 280 216,197 &0 624,128 103 114,394 )] 02,348
19. Ave Tieg L] 17,860 105 23,58 2w 70,204 356 213,189 3 B,200 132 120, 100 L1 95,900 187 130,374
20, Al Moutiaa 7 37,933 388 170,894 449 223,682 88y 283,398 153 174,382 3 41,851 121 94,050
21. Abnod 80 30,294 3 27,013 318 45,037 3529 10,247 9 %M 308,062 2w 321,318 %k 71,419
22. Al Haman 7 3,850 202 27,831 %08 48,348 (]} aM2,29% w1 197,723 193 182,8%0
23. Mosha 19 1,13 31,09 a3 114,823 8% 13,100 8 39,113 13 40,343
24, Al Maasara 1o 35,493 788 643,050 "2 21,370 I i77,%%9
25, Refa 81t 33,834 430 124,231 280 192,11y 1w 122,923
28. Dowina 17% 1,398 400 62,718 an 8,85 232 221,604
27. M Nexhila 17 1,230 208 3,200 I3 40,453 % 29,13 () 43,340 (1 ] 33,1%7 ! ] 3,24
ToTAL 4% 411,306 2,590 2,361,929 9,373 3,795,314 13,480 11,359,408 173 231,710 2,502 2,078,893 4,106 3,629,453 $,431 3,480,499

1 CHANGE 443,01 474,31 281.91 143.71 3.1 100.81 138,21 1064.71 44,13 3.5 311 30.481
VB AVERAGE S 43,700 14 131,218 3@ 213,187 W 420,128 1 [0 1) 149,927 132 130,020 200 202,443
v NINIMm 15 10,010 7 1,30 (* ] 1,31 172 48,348 3 410 " 43,09% n 3,10 n 31,24
Ve NATIMM 73 133,938 340 935,581 1,088 821,837 88y |,244,0%0 9 8,73 ) 306,082 442 21,370 Sk 671,419
AVERAGE /BORRDWER L] 712 o 862 1,5 1,079 L[] ”

T CHAMBE .02 -2.n 0.1 -17.31 -18.0 .
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VILLAGE AN

l. Aslougi

2. Bordein

3. lenkalon

4. Hehla

3. Kalr Ayoh

4. Shobra ol Nakla
1. Balashon

0. Nobasher

9. Itrehmeia

10. Sandahor

11. Sheblanga

12. Kair o] Arbain
13. Kaltr-el Gazar
14, Tersa

1S. xaha

18. Aghor

17. keltan

18, Ikiad Degwa
19. Abu Tieg

20. Al Rouliaa
21. Rbaok

22. Al Himae

23. Mosha

24, Al Maisara
25. Rela

2b. Dowina

27. Al Nekhila

T0TAL
L CHANGE
VB AVERAGE
Ve NININUN
VB NAXINUA
AVERAGE /RORROVER
" CHAMGE

§ Loans

LE

3,700

3,700

3,700
3,700
3,700
1,850

Table 10, p. 2

SFPP LONG TERM LOANS:
191

1982 1983 1984

Dloans LE 0 Lloans LE 0 loans LE O Loans

n

1
1 10,000 ”
2 4,400 "

2 20,000

2

SFPP TOTAL LOANS:

1981
LE

38,947

13,253
70,508

47,499
27,999

42,880
57,933
120,979

29,150

f Loans

in
340

193
131

14
139
382
2
n

338
19
256

riy)
34
434
356
183

1A

2 4,400 1 10,000 220,000 433 445,716 5,004

0.01 18.92 -50.01 127,31 100.01 100.01
2 4,400 110,000 220,000 30
2 4,400 110,000 220,000 0

2 4,400 110,000 220,000 111
2,200 10,000 10,000
19.91 354.51 0.01

84,672
21,999
160,488

1,018

102,21

283
"
35

1962

LE § Loans
1,007,381 318
460,530 548
19

191

19,39 215
157,008 427
159

103,430  2s8
183,112 293
428,148 420
34,891 N0
200,978 7150
I

233,59% 830
173,476 1,150
207,310  BOO
Jo3

383

143,623 N
30,20 10
337,418 813
276,143 329
84,215 320
812

"

Ww

%,570 224
4,754,022 13,480
833.11 164.41
20,112 &9
34,233 199
1,007,361 1,150

23
-8.41

1983
LE

£33, 427
49,827
172,517
231,383
152,935
354,130
29,03
156,598
211,242
593,19
415,479
421,681
129,490
570,474
409,727
187,753
154,811
330,791
175, 104
21,543
36,375
225,554
91,812
475,883
28,173
297, 254
87,404

§ Loans

768
(7))
s02
984
420
823
889
"
184
8
)
822
3
m
597
mn
s
893
3
1,010
1,093
898
[}
921
m
(37
M

1984
LE

1,392,151
1,000, 124
763,845
748,479
589, 124
1,221,023
243,875
332,902
843,531
496, 152
803,820
11,079
4,111
754,081
470,230
535,239
655, 138
708,474
408, 165
377,435
141,887
211,25
155,368
841,020
27,15
284,522
91,700

9,394,967 19,044 17,043,909
97.61 1.3

347,982
87,404
653,427
1

-25.31

703
"l
1,095

104
831,330
91,704
1,392,151
895

28.41
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ESTIMATE OF EMPLOYEE EFFICITNCY TABLE 11

VILLAGE BANX TOTAL LOANS (SFPP + REGULAR)
Dank Esployees less DAgencies
1981 1984 1904 1981 1984
# Loans Reount # Esployees # Loans  Asount § Esployees 0 Agencies
1. Aslougi - 3,903 343,738 3 1,370 3,480,341 2l | 13 13
2. Bordein
3. lenkaloa 1,21 232, 108 20 8,077 1,540,449 a3 10 1 13
4. Hehia 10,720 309,992 3 13,332 1,133,853 by 1 20 | ]
S. Kalr Ayod 10,121 383,027 29 11,893 136,70 23 ] 2l 17
&, Shobra el Nakla 9,322 218,470 1Y 10,970 1,952,308 10 3 14 13
1. Balashoa 6,311 213,73 18 1,280 892,784 1 4 " 13
8. Mobasher
Y. lbrehenia
10. Sandahor 3,3 833,854 23 4,320 938,348 a3 7 14 1h
11. Sheblanga 3200 471,193 1y 5,894 3,202,801 2 ] 13 13
12. Xafr ol Arbain
13, Kafr o) Bazar 8,413 4,008,313 i | 1,402 2,235,2%8 2 ] H | 16
14, Tersa 4,899 421,348 18 3,313 71,109 1? S 13 "
13. Xaha 3,333 1,899,297 20 ‘0,039 1,088,133 19 ] 13 ]
18. Aghor 4,003 34,338 18 ,l,!ll 133,71 1? 7 1l 12
17, Bellan 5,212 1,819,050 N 5,3 1,485, 21 \j 13 12
10. Ikiad Degwa
19. Abu Tieg
20, M Moaliaa
21. Abnod 3,94 w7 P 6,63 1,315,838 % 3 H | 2l
2. Al Hamaa 1,33L 50,747 13 2,330 182,329 13 2 13 13
a3, Mosha 2,101 1.3 1] 3,220 1,059,751 17 ] 12 13
2. Ml Maasara
23. Rela
28, Dowina A1} 374,980 17 §,800 448,102 n 3.00 1 14,00
2. Al Nekhlla '
T0TAL 0,494 10,358,400 7 117,39 23,780,128 )] 103 P{Y] 29
V9 AVERAGE 3, 07,200 Q2 §,%06 1,399,084 2l b.18 15.41 14.43
VB NININUR 1,338 213,738 L 2,559 482,520 13 1l 12
VB MATINUN 10,720 1,839,237 3l 12,332 3,484,301 by | .4 H |
AVERAGE /ENPLOYEE bl] ] 28,719 332 67,187
1 CHANGE 3.8 138.11
AVERAGE/ENPLOYEE
LESS AGENCIES 37 39,328 15.41 m 3,319 14.45

1 CHANGE a.n 141,81
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ANNEX IV. TRAINING

The training component of the SFFP is expected to meet the
specific training needs of the project Yparticipant and in-
country training) as well as assisting the central training unit
cf FEDAC.

A. Farticipant Training:
The project has had an active participant training program since

mid—-1982 when the contract with ACDI was amended and funds
authorized for this purpose. FBetween the Fall of 1982 and 1984,

51 groups (1146 peaple) have gona tc the U.S. on month lang
observation tours. Froject personnel included were farm
maragemant (exxtension specialists and reszarch analysts) ,

project accountants, training specialists, financial analysts,
and village bank managers. FParticipants came from .all levelz of
the FBDAC (Governorate, District, and Village Banks) as well as
the central PEDAC training unit. Seven veterinarians were alsc
sent on a specialized course.

The project dropped the English proficiency requirement when it
became apparent that even the best staff could not maintain their
performance and study English intensively at the same time. The
need for translakeors has beer met by sending a mix of English
speaking participants and tramslators. In some araas, ACDI has
also found American-Egyptian agricultural experts who covered
specific topics.

The SFFF local arnd ACDI Washington orientations prepare
participants for the U.S. and reading of the evaluation filesg
indicete that the participants have hdd only typical tourist
difficulties. This is a remarkable feat considering most of the

participants ccme from rural areas and have never traveled.

The ACDI training specialist and Washington staff have done a
good Jjob of preparing information on each participant and his
particular training needs and forwarding this information ta &ll
major stops. By utilizing its member organizations, ACDI is able
to tailar training courses to participants nzeds and to show how
farm credit banks and extension services really work in the U.S.
Judging from a review of evaluations im the files, participants
learned a lot from their trips.

Farticipants were sent to three particularly interesting training
courses in 1987 and 1984: a U.S. VIP trip, an Arthur D. Little
course on Strategic Flanning for Management in Agribusiness, and
an Entrepreneurship Develcpment warkshop in India. The Arthur D.
Little courses was attended by three upper level managers at the
FBDAC. The course was designed to impraove forecasting in the
agribusiness area as well as planning and enecution of new
projects. This type of course should prove useful in broadening
the perspective aof Frincipal Bank managers.
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The Entrepreneurship Development workshop hosted by the Center
Entrecreneurship Development, Ahmedabad, India was sponsored by
AID and fits particulariv well the needs of viliage bank
managers. Courses such as this should increase the skill and
confidence of village bank managers and help them to increass the
variety of rural enterprises. Evaluators were shown areas where
increased production has created a demand for agribusiness
services and processirg. Village bank managers who had
participated in this course were giving SFFP 1loans to small
businessmen to help them start up or expand. This is the logical
pirivate enterprise growth area for an agricultural country.

The proposed increased involvement of SFFP with the FEDAC should
be reflected in participant trraining of VIFs and mid-level
maragers 1n areas most aftfected by SFPP activities (accounting,
planning and budageting, personnel, financial analysis, and
auditing:. Sendirg mid-level managers to short substantive
cowrses could play an important role in upgrading managerial
skills at the bank:; however, exceptional care needs to be taken
in selection of candidates and evaluation. Farticipants should be
selected only on the basis of merit. The Evaluators noted that
participants in the Arthur D. Little course did not file an
evalustion. 1In addition, the project needs to make arrangements
tc receive an evaluation of the participants, even if grades are

not given. Mid-level managers should clearly understanrd that an
assessmant will be made of their performance and that this will
be forwarded to their superiors. Evaluations will also enable

SFPF to af aise the suitability of the coursez and prevent pgorly
performing participants from being sent more than once.

B. Farm Management Skills Development Courses:

Farm management course scheduling has been taken over by the
Project Diractor and his staff. Difficulties in scheduling
subject matter specialists made coordination with the training
department awkward. Subject matter specialists teams are
assembled for each SFFF package and hald an annual review of
technological improvements for current extensionists and thaose
joining the project. Thereafter, skills sessions tend to be
conduct2d at the fisld site where actual problems can be
discussed.

SFFF  now hac illustrated boaoklets on banana production, tomato
nurseries, and peas. They have produced video films on bananas,
tomatoes, and poultry batteries; ard are planning others. These
films can be used to train extensionists and arrangements have
been made to show these programs on TV in agricultural areas.
This is impressive and develgpment of materials on SFRF packages
cught to be continued.

The Froject Director and his staff depend heavily on subject
mattar training and personal ertample to demonstrate the role of
the extencionist. This combined with close follow-up, facilitated
by the extension workers farm record book and the VB incentive
payments has proven to be a very effective system; however, as
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thz2 number of extencion workeres expands under SFPP and in the new
cgvohtian program, more farmal training will be neaded. The
oroiect director and his staff shcould werk with the SFPP training
specialist to devel oo and assemble materials to train
erternsionictis on their role. Training of extensioniste should be
carriad out by the project and the MOA, rather than FEDAC.

C. Eta+sf Pevelopment:

The 1787 Evaluation team recommended that policies and procedures
9e incorporated in a manual. This manual was completed in January
198% and has been submitted to FEDAC. The SFRP has translated the
credit portion and is using it to train village bank and district
personnel &dded to the project this year. Case studies have also
beern daveloped o use in studying the various tvpes of loans and
the problems they present.

Convers:ztion with the FEDAC credit specialist in Sharkia and the
American Farm Credit Specialist in Qualubayia revealed that each
had developed additional materials for teaching village Gbank
managers and €inancial analysts. While the manual represents an
important step in standardizing SFPF procedures, the management
training specialists need to assemble these materials so they can
oe shared,

The projected large scale erxpansion of the project presents the
SFFF  training department with the important task of assembling
and paclaging the SFFF training program for use by the FEDAC
training deparitment. The completed manual should be translated as
socn as possible and visuals, lesson plans and & teaching guide,
as well as a workbook for trainees with calculator and interest
ratez calculation problems, eramples of forms with detailed
explanations and case studies and supplementary materials should
be compilad. Without such material provided by SFFP, the PEDAC
wil! Afind it practically impossible to replicate the SFFF
successes.

The SFFF training specialist must consult witth the governorate
staff to assemble materials and a program far training district
bank staff. The manual corncentrates on the work of the village
bank staff and the roles and reasponsibilities of the governorate
staff have not beern spelled out. An assessment of the training
requirements and development of appropriate materials has yet ta
be done. Appropriate materials also need to be developed for
gavernorate level staff who will be supervising district and
village bank staff and will need basic information as well as
indepth understanding of project concepts and goals.

Training materials carnnot substitute for one-to-one training and
the project must make available their experienced persacnnel to
assist in training and follow-up in the expansion. The GSFFP
project should identify their outstanding banks so that the
project can send village bank managers and financial analysts to
work at these banks for one to two weeks as appropriate.
Experienced persornel will be extremely important in training
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additicnal governorate staff as well as new village banrk
managers, financial analysts, and extensionists. Staff should be
inc-eased in the governorates currently working with the project
S0 that staff can be released to help FEBDAC without losing
momentum in the project areas.

In 1984, the SFFF trainming sp=cialist developed a brochure on the
project. While this is useful, the GOE commitment to expand the
proiect nationwide has created a critical "informatior gap".
Froisct and PBDAC staff agree that most people have now heard of
the project, but that only a small percerntage have any detailed
infaormation. This situation also exists in the governorate and
district banks where SFFPF haszs been workina. The evaluators
attended two sessions led Ly FEDAC top management in which it was
clear that implementation cf SFFP prifncipals and procedurces were
viawzd oanly as a stepping store to change of FBDAC from an inout

distritulor arnd lender by prescription to a barmk. These sessions
ware effoctive in generating enthusiasm and commitment and a
principal topic in discussion was a request for in-depth

information and materials. If these materials are not developed
by personnel assorciated with the project, it is highly likely
that lack of depth and inaccuracies will make dissemination of
project corncepts and replication of the project’'s success
impassible. USAID's goal is not merely a successful project and
while development of this type of material is not spelled out in
the prcject paper, it is a prerequisite for achievement of the
project pwolicy goals.

The project training specialist working with the staff and FBDAC
training department should develop an introduction and mini-
series on project components to educate bank and MOA emplcoyees
about SFPFP gqosls, successes, and departures from traditional
poclicies and systems. .

Finally, the compilation of the manual took two years. In
developmenrt of these training and informational materials,
timeliress is of the utmost importance.

D. FBDAC Staf+f Development:

A group of senior officials from FEDAC participated in a seminar
helid &t the Center for Agrricul tural Development and Pirepared by
the PMaragement Development Consultants of Westinghouse Electric
Corporation. The five day course was intended to focus on SFPF
expansion using various marnagement techniques. The participants
enthusiastically praised the course as helpful to general
management assesment, but the Evaluatars note that little work
was achieved relative to SFFP. First, the participants didn-‘t
have sufficient knowledge about SFPF to work on planning and the
senior officials from the Bank and MOA most familiar with the
project and responsible for its implementatin did not attend full
time. Second, the time which was supposed to have been devoted to
SFFF planning (& to 8 P.m.) was preempted for discussions with
AID, SFFP  and PEDAC officials. Consequently, the in-depth
Plarning relative to SFFF did not take place. In-country courses
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for management development of fer advantages such as lawer cost
and the possibility to emphasize particular areas of need. Future
sessions should not try to combine too m&ny objectives at one
time. For practical planning to suceed, participants must have
sufficient knowledge and bte led by the officials responcible for
expansion implementation.

E. Management Development Flan:

The FBDAC should develop a comprehensive management training plan
which should include an assessment of management needs, and
pProposals to meet them through in-country and participant
training, especially for senior officers. The goal of the plan
should be to strengthen management as well as providing skills
and staff develcnment courses appropriate for junior staff. The
Training Departmznt is interested in developing such a plan but
lacks resources in terms of staff, funds and expertise required.
Under the existing project, additional furds should be allocated
so that such a plan can be developed. Expertise and technical
assistance can be supplied either through a second management
development training specialist or through a contract with the
Center for Agricultural Management Development or both.

F. FEDAC Training Department:

The Management Training Specialists duties include assisting
PRDAC's training department. Both in 1987 and 1984, twao day
training sessions were held with governorate training
specialists. A training policy has been developed and adopted by
the EBanlk.

In the 198T evaluation, the evaluators noted the cordial
cooperation between the SFFP training specialist and the FEDAC
staff. This has been maintained despite a change in the head of
the Training Department.

The current training manager has improved the department’s
efficiency by introducing detailed job descriptions, monthly
performance reports and evaluations and getting the printing
press running. They currently run short courses on topics such as
feasibility studies. The equipment donated by SFFF is properly
stored in & clean room and used with some sophistication. For
example, in a recent two week course, instructors were video
taped and the play back uszd to critigue their performance.
Several of the training staf+f including the manager have gone on
participant training courses. The facilities for training are
quite limited, but bank plans for remodeling are complete. As the
contract has not yet been bid, it will be some time before: the
department has adequate facilities. Even after remodeling, the
PBDAC's facilities will still he quite limited in space. All in
all, this department is in fairly good shape.

The training department faces a major challenge in training staff

for the Egyptian expansion of SFFP, but it’s capacity to perform
is hampered by poor interbank communications and lack of
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information. For example, they have not yet been told who they
will have to train for what pPositions. Eager to get started ihe
department held a two week course to t=2ach candidates from each
new governorate to be trainers, but these people may not even be
participating in the SFPF.

The marnager also lacks knowledge about SFPF. The department has
not vet received the manual which is the basis of credit training
and they have not visited the governorates to learn about SFFF,
obsarve SFFP training sessions and familiarize themselves with
the materials available. The department should send the team who
will be working on the SFFP to sze what is going on and should
utilize the =skills of the SFFF training specialist when
developing their plans.

The Training Department currently gives short term training
courses on separate topics and they are not giperienced in the
type of long term training required for SFFP. The SFFF approeach
is a racdical departure for the traditianal system of
collateralized loarn and Prascription lending currently practiced
by the bank. Rapid expanszion into uncollateralized lending could
result in financial disaster for the bank and small farmers
unlzss the svstem is properly put in place and persannel
adequately trained. Currently, the FBDAC is crganizing for
expansion and holding introductory meetings and in fact beginning
to male loans gspecially medium term loans; however, very little
training and no farmal training has taken place.

Training Department plans are still in the outline stage and are
far from being ready to implement and there appears to be little
coordination between the expansion staff and +the Training
Department. This is potantially a very serious situaticn.

The Training Department with the SFPF training specialist need to
organize training alaong slightly different 1lines for the
expansion and follow-on project. In the early vyears of the
proiect, governorate staff training was handled on a one—-to-one
basis by Egyptian counterparts assisted by American specialists.
Now that SFFF  systems have been develaped such intense
collaboration is not needed, but appropriate materials and
training courses need to be developed for this level staff who
will need baczic information about the project as well ag indepth
understanding of project goals and concepts.

Governorate &nd district staff will have to be trained
practically simultaneocusly with Village Bank personnel and will
not have the indepth knowledge of SFFP to train others. Training
should be centralized so that course material and content will be
standardized. SFFF policies and procedures are specific and not
amenable to casual improvement and impravisation by partially
traired staff. Many policies such as credit and persornel are
radically different from the standard Eank procedures and
necessitate change of attitudes as well as mastery of procedures,.
Because of the s0phistication of SFPP campared to the typical
formula locans made by the bank, effective training will require
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arn  initial session followed by additional sessions to reinforce
initial learning and introduce new concepts. Thorough training is
abvsolutely essential to the expansion and success of the USAID
follow-on praoject. Poor performance as a result of inadequately
training staff would have broad repercussions on  the bank’'s
willingness to introduce innovative pragrams and relationships
with AID. USAID through SFFF should provide sufficient funds to
rent adequate residential training facilities and prepare
adeguate training aids, and train teaching staff. The training
department should be strengthened and' expanded so that it can
sarve the long term needs of the banlk.

Informational materials about SFFPP should be utilized to
introduce SFFF to bank persconnel so that in the future staff will
&t least be familiar with the concepts and approach of SFFF.

G. Conclusions:

1. A comprehensive management training plan should be devel oped
for FEDAC through the Training Department with funds and
expertise provided through SFPP. The plan should include an
assessment of management needs and prropgse a program of in-
country and participant training to address them.

2. One SFFP training specialist should spend S04 of his time with
the FBDAC training department to plan and implement the Eank
expansion. Training is a critical componant of a successful
effort. The FEDAC training department has not had giperience with
long term training programs, and have not received or studied
the substantive content, materials, and methods used in - the
project’s training program. Expansion to all village banks will
take at least 10 years and training should be set uwp properly
from the beginning. .
3. Based on the the SFFF manual, training materials must be
assembled and developed for use in the SFPEF expansiaon. This
should include ' course outline, visual aids, workbooks, case
studies, and lesson plans. This will have tc be updated as new
topics such as the revolving loan fund, budgeting, and 1locan
classification are developed by the project.

4. Informational materials about SFFF project principals, systems
and project successes as well as an in-depth series on certain
aspects such as the new accounting system, arnd the role of the
financial analyst, should be develaped. Audio visual
presentations as well as printed materials should be used in
familiarizing bank staff with the project.

2. The focus of participant training should shift to the
headquarters bank and ought to include at least one VIP tour to
familiarize Managers with modern farm banking.

The Entirepreneurial Development Workshop appears very relevant in

training village bank managers to develop entrepreneurial talent
as increased agricultural production creates opportunities. ‘
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The =uccessful shaort U.S. participant training course far SFFP
should be continued and consideratior given by AID arnd GOE
officials to participant trairming for the bank personnel with the

expancsion.

6. The present project budget provided only the minimal training
required by & project in the pracess of winding down. The
replication of SFFF will require increase in the training budget.

Such support should nct be delivered until the next phase of AID
support is signed.

H. Recommendations:

l. A comprehensive personnel study and staff develcpment plan
shauld be prepgared by FEDAC. Establish a se~ond maragement
treining position to focus on management development through
participant and local training.

2. The GSFFP training specialist should work at least half Hhis
time with the PBDAC training department to help plan and
implement the training program for SFPF expansion.

Z. A complete "package" of training materials based on the SFPF
manual  should be developed and tested for use in the expansion
praogram.

4. Informational materials about the project concepts and systems
and a mini-series on particular areas such as accounting should
be created and used to introduce banik personnel to project
principles and methods.

S. Participant training should focus on:

- a VIP tour

Entrepreneurship Identification courses

Short substantive courses for mic¢ and upper level management

- continuation of the successful short U.S. participant

training course for VB and governorate personnel
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ANNEX V. IMFACT ON WOMEN

In the Fall of 1987, Howard-Merriam and Saleh surveved 1B0O women
farmers with SFFF lcans and a control group of 180, The results
of this survey confirm the project’'s success in increasing farm
woman's incomes. Cooperating women constitute 24 of thase
2arning LE 100 or morz per month. Although the difference in the
propartion of the women managing some family income was not
significant, 27% cf SFFF women mansged LE 150 or more per month
as compared to 4% of the control group. The majcr part of this
income (73%) 1is derived from project promoted activities in
livestoeck and paouliry. 0Of women expressing satisfaction with
their incomes (4&%), S7% were cooperating women. Of cooperating
wamen surveyad, 47% had savings as compared to T0Y% of the control
group. The general satisfaction of womzn with the project is
indicated by the desire of cooperating women (S8%) for additional
projects. Cooperating women (98%) were satisfied with project
extension  and veterinary services, as compared to only 70 - 8&%
of non~cooperating women.

A. Anzlysis of Data
The Howard-Merriam and Saleh analysis of the data is incomplete
in several aspects. Analysis was made on a governorate level only
so that slight differences between the SFFF and control group in
age and marital status appearad more important than when data was
aggregated. Aggregate cdata do not show significant differencies
in the major demographic characteristics.

Data were analyzed ueing percenrntage calculations of governorate
aggregate data so that significant differences ir the control and
SFFF samples may be disguiced. For example, significantly greater
SFPP  families ocwnad land, particularly in the T - S feddan
category. SFFF family income was significantly greater, but using
agaregste data it iz impossible to say whether this was due to
increased production or to livestock and poultry projects.

Disaggregation of data and regression analysis should be able to
clarify these relationships. The survey represents a tremendous
amount of work and guestions asked covered a tremendous range of
information and could produce a gold mine of information with
more exhaustive analysis, particularly on rural incames, standard
of living and women’'s involvement in agricul ture.

H. Survey Eecommendations

The major recommendation focused on the need to improve contxcts
between project personnel and farm women as the major way to
increase participation and increase productivity and included:

{. Publicity
2. Employment of women financial analysts to reach women

farmers
3. Provision of more veterinarian assistance to women
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4, Further statistical analysis of rzasons for not wishing to
engage in projects

S. Cultural training.

i. Fublicity. The project has not undertaken publicity
particularly aimed at women, but 13% of all loans have been made
directly to women. The primary saource of information about the
piroject was relatives for cooperating wamen and friends for non-
cocoperating women., Other sources were extencsion agents,
veterinarians, and bank officials. 0f the non-SFPP women
surveyed, only 2% had not heard of the project.

Thg major types of projects deszired were livestock and poultry,
and the project has decreased lending in these aress for several
reascns. For livestock, the volume of loans threstened to deplete
funds available and the project was intended to promote a variety
of enterprises and provide supplemental crop credit. Also earlier
economic @analysis suggested that livestock might be uneconomic
for the country as a whole, although financial rates of returns
were high. Thus the proiect decicded primarily to fund loans far
improved breeds which are in somewhat short supply. Finally, the
highest economic rates of return are achieved when impraoved
technology is provided with credit and SFPP does not currently
have a livestock package. For poultry, there is concern that the
markat may be reaching saturation level, especially for eggs. The
price of eggs has declined from a high of 10 piasters to around 7
piasters. High concentrations of poultry entarprises have
increased incidences of disease. This is the one loan area wherea
delinguency has been a problem. As a result of these problems,
SFFF is also decreasing the number and value of loans in poultry.

Thus publicity could have sacerbated problems and raised
expectations which funds could not meet.

2. Employment of women financial analysts to reach women farmers.

Employment of women financial analysts has proved very difficult
since appropriately trained women often cannot be found in
villages and are urwilling to relocate. While financial analvysts
require less mobility than extension agents, they too use
motorcycles which are not appropriate for use by women in rural
Egypt. However, transportation policy is being adjusted so that
the project can reimburse an employee for use of a personal car.

While promotion of women to the position of financial analyst 1is
certsainly desirable, gender does not appear to be a major
consideration to farm women. Rural women werea more cancerned
with good service and access to information, rather than the
gender of the extension agent. 0Ff those expressing a preference,
7% preferred a woman, but 40% said they preferred a man or that
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it didn’'t matter. This suggests that gender is not a serious
obstacle to adeguate extercion to women managed enterprises.

Finally, availability of women financial analysts appears not to
be a critical factor for women tc benefit from SFFF. Even though
a loan may be im a woman's name, she may not go herself to the
bank. A male relative may takes her stamp to the bank. In view of
the high illiteracy rate (B0O¥%) and familiarity of male family
members with the bank (crop loans for fertilizer), it is not
surprising that men often take out loans which women manage. The
study found that younger, more educated women tended to ga
directly to the bank. It would be interesting to know if
continuing participation in the project and increased familiarity
with the bank would make women more apt to take out loans

themselves.

Rural Egyptian society is very conservative and a tremendous
effort waould be needed to place women financial analysts in even
& small percentsge of viilage banks and the impact on women and
women's inccomes limited.

<» Provision of more and appropriate veterinarian assistance to
wamen.

The project has worked hard to provide veterinarian assistance in
the area of poultry; however, very few veterinarians in Egypt are
poultry cpecialists and thus have had to be trained in this area.

4. Statistical analysis of women not wanting projects. Projects
were desired by 643 of the Z60 women surveyed. For a village bank
with 5,000 farmers, this would imply that 3,200 women would like
projects. With an average size loan of LE 971 for livestock or
poultry battery, this would require LE 3.1 million per bank. SFPF
funds are not available for lending on this scale sven if markets
for substantially increased production existed.

S. Cultural training program. While there may be many under-
employed agents, retraining in areas such as home econamics
appears outside the scope of the project.

D. Eroject Activities and Women

SFRF provides three services under the project: credit,
extension/veterinarian to intorm loan recipients about
technologiaes for their crop or enterprise and assistance in
obtaining inputs as necessary. Survey data indicate that SFFF
women’'s income comes from poultry and livestock enterprises which
comgrised 24.7% of loan funds. Thus women may benefit
substantially from loans to men which women manage.



1. Foultry

About T0Y of total loan furds has Jone for poultry projects: 45%
for meat and 6% for small laying batteries. The laying batteries
are agenerally locsated in a spare room in the household and
managed by women who sell the €9gs out of the home to neighbors.
Chicken for meat opsrations are gernerally much larger and require
& larger investment in buildings and birds. Women participate but
generally do not manage theso enterprises.

The project has done the following to assist start-up and assure
goecd management of egg batteries by the following:

&. Locate fabricators of cages,

S. Ericure  supply of improved layers and chicks and assisted
providers of these birds with funds and veterinary
Services.

c. Frovide veterinarian and extension agent to assure quality
diszase-fres birds are sold to Dbattery operators and
follow-up to ensure proper vaccination, etc.

d. Encourage local suppliers of seeds to alsec stock vaccines
and chicken feed.

e. 32t up an insurance fund to reduce risk +o individual
aperatiars. Laying hens produced by project breeders can
o6& sold with adequate margins at substantially less cost
than the martet price, so the project added arother S0
piasters per bird to start an insurance fund.

These services substantially reduce the risk and improve
entearprise management for a better rate of return. The project
has analysed larger operations and found that smaller enterprises
have lower costs because of lower capital costs and because
anticipated savings due to good menagement and efficiencies of
large scale operations often do not materialize. Veterinarian and
extension services alsa provide continued training to the female
man&ager so  that she is better able to operate efficiently and
reduce disoase.

The msjority of poultry brojects have been in Qualubayia and
Sharkia governorates. Assiut wamen and project locan volume
suggests that poultry is relatively undeveloped in Assiut. The
project should increase poultry projects in this area using
package developed irn these two governorates. However, estimation
of demand needs to be made to avoid over expansion.

<. Livestock

Froject loans for dairy animals has accounted for 11.5% af total
loan funds and aother animals (goats, sheep, rabbits and pigeons),
7.2%. However, credit available for this type of loan has been
rationed by the project as mentioned earlier. Survey data showed
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wamern  have the primary responsibility for management of  farm
animals as 700X of feeding and L% of milking was dore by women.

Despite the large number and value of loans for livestock, there
is no extension/veterinarian program or improved technological
packages. For traditional animals - "baladi® breeds, high rates
of return suggest that substantial know-how exists at the faram
levely however, farm maragement euperts have noted that improved
breeds have not produced ac well as eipected and that increased
milk production could be achieved with ‘even simple measures such
as  freguent watering of animals. Dther problems are more
complicated such as the limited food supply during the summer.
Thue & livestock "package" could substantially increase rates of
return, but require extenzion/veherinarian services as well as
introduction of hiah yield fodder crops.

The project personnal have said that livestock extension is more
difficult to manage because each household has only ocne or two
animals, but are considering village or neighborhood maetings on
a weakly basis. Eecause of the importart role of women in caring
and managing these animals, it is critical to have meatings at
times and locations suitable for them. Women should be surveyed,
even informally, so that an apprapriate time can be chosen.

The project has made videc films on some packages and plans to
show' Lth=m on national TV. The SFPF Women In Development survay
showed that 72% of 760 women surveyed had a TV in the home 50
that this is & goud medium to reach farm women with tachnical
information. The prevalence of livestock projects suggests that
this would be a topic af interest to many rural women and care
should be taken that any program or series is aired when women
can watch. A TV series on SFPF livestock packages could spread
benefits to women far beycnd the project area.

S. Other Enterprises

While the project has a great number of crop packages, SFPP has
only poultry packages in the area of enterprises managed by
wonen.

Newberg's analysis of livestock and poultry enterpriszss confirmed
thst thesz can have a significant impact on rural household
incomes as well as provide a steady positive monthly cash  flow.
Household enterprises uss labor of women and children who wauld
not secl off-farm emoloyment. Further, S8% of women with SFPF
enterprises said that they desired additional projects if they
were available. The small farmer who has diversified sources af
income, i.e. crops, a cow and a laying battery is more
financially secure. Decline in loans for poultry and livestock
wWill restrict women’'s access to enterprises, unless off-zset by
funds and packages in other areas.

The project has made loans for a variety of projects, including

rabbits, pigeons, and beekeaping: however, project persaonnel ara
really unsure the extent af involvement of wamen in these
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projects. The project extension agents and veterinarians should
survey  existing enterprises +o determine which projects are
prima-ily managed and Lhe produce sald by women. These projects
should be analysed by the farm management specialists and the
project economist ta determine:

- financial and economic rates of return

- capital costs

—~ sSpace requirement

~- local demand and market absorption Capacity

- possible improvements in exisitng practices to increase the
rates of return

Arn ideal women s project is household based, involves small units
of produce which she can martet herself, is efficient in space
required, and has better than average rate of return. Household
enterprises surveyed in the Rui~al Non-Farm Employment procject
uniformly had low rates of return per family hour (LE 0.10), *» A
household based entarprise typically requires 1less capital
investmert in land and buildings and is small enough so that the
waman  can  manade it entirely on her own. This allows the male
farmer to concenrtrate on field work. From the point of view of
the project, the demand for goads produced must be substantial
erough that the enterprise can be replicated widely without
saturating the market and so that extension services can be cast
effectively supplied. Time required is alse a factor and should
not exceed S hours a day and preferably take only 1 ta I hours
per day.

Froijects need not Necessarily be limited to raising animals, but
could include farm related enterprises.

(1) Household dairy. Surveys done by the Rural Non~Farm
Employment project showed that household dairy operations to
produce butter and cheese are the largest type of household
or micra enterprise (S8% of enterprises located) and 92% were
managed by women. The returns to labor were quite 1laow (LE
0.08), but the number of family members involved means that
the total contribution to family income coculd be significant
to low income groups with limited employment opportunities.

* Stephen Davies, et. al.,Small Enterprises in Egypt: A Study of

Iwo Governorates, Working Faper 16, FRural Non-Farm Employment

Project. (Cairo: 1984), pPp. &61-48

&
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"Modern" dairy operations in comparison had a return of LE
1.38 per hour.* These operations collect milk from nearby
households and make full cream cheese with the help of only
one or two hired helpers and sell groceries in governorate
capitals or wholesalers in Cairo. While capital costs are
negligible for household dairy operations, ‘“modern“ dairy
operations often involve a substantial investment and land
&nd buildings but a low caoital cost of LE E72, A%

The Rural Non-Farm Employment Froject survey found that diary
operations were one of the few household and micro
enterprises where demand was not considered a problem and
where technology (i.e., creanm separators) was available that
would increase the rate af return and decrease labor
regquirad. *#% GFFF as in fact made & number of dairy
aquipment loans particularly in the village of Mobasher in
Assiut governorate. The project could study these enterprises
to see if this activity can_be improved and an improved
technological package provided to SFFF women. A package . in
this area would complement nicely a livestcck package.

(Z) Rabbits. This enterprise was mentioned by a number of
women surveyed and may represent an opportunity for an SFPP
package since the price of rabbits is currently greater than
chickens, and rahbits are slightly less disease prone in
small nrumbers.

The project need not necessarily develop all packages
promoted by the project. A variety of household enterprises
are being developed by other organizations (ie. Catholic
Relief Services) and eventually may be replicable and useful
tq SFFF as it expands.
E. Women's Farticipation in Agriculture
Further analysis of SFPP data should provide mcre informatiomn on
the impact of SFFPF on women's activities. For example, it may be
Passible that as women undertake household based entaerprisas they
are less involved in field work. SFFF packages generally include
herbicides which reduce time needed for weeding.

A survey by the Egyptian Major Cereals Froject #*+%x found that
SO%L  or more of women participate in fertilizing, crop weeding,
harve=zting, sacking, storage and marketing.

* Ibid, p. 64

** Ibid, pp. 78 % 914

*%% Ibid, p. 70

¥¥x% Istak, Dr. VYeldez, et al. Role of Women in Agriculturse.
Cairo, May 1984,
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Frroject activities have focused primarily on increasing
production; however, these gains carnnot be realized as income
unless harvest and post harvest losses cail be minimized. Post
harvest losses for vegetable crops made 2t the farm level
averaged T.20 for potatoes, 10.8% for tomatces, and 4.5% for
grapes. Survey results showed that damaged goods sold for at
least one third less, Other studies have shown very high harvest
losses and that damage could be significantly reduced through
morre careful handling and packing. This area should be of
considerable importance to SFFF families since much of the real
increase in farm incomes has resulted from switching farmers from
traditioral to cash crops. If the project enters this area,
success will depend on effecztive externsion to women farmers.

l. The critical factors affecting project benefits to women are:
1. Funds available for projects women can manage.

2. Availability of inputs (chicken fzed, improved breeds of
cows and buffalo, etec.)

Z. Extension and veterirarian services.

4. Improved technolagy to increase rate of return and reduce
risk.

2. The decreasing amount of funds available in livestock and
poultry will adversely affect women unless other packages are
developzd taking into consideration their specific needs.
Additional household projects should Le developed by SFFF and
should meet the following criteria:

1. Houzehold bassd

2. Limited space required
Z. Time required 1 - S hours per day
4., Bmall units of produce which the woman can market herself
S. Better than average return to labor

6. Appropriately suppliad extension and veterinary services

7. Available inputs.



- s b e o e e Tt e e D e

1. Develcp packages for enterprises managed by women, ie.
livestock, rabbits, etc. Publicize packar3s using mass media.

2. Analyze impact of dairy equipment loans in Mobasher and
develop a "package" tao spread this technology.

5. Spread poultry batteries to Assiut and other areas. Estimate
demand to avoid over saturation of market.

4. Analyze survey data in gr=aater depth.
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AMNNEX VI. SCORPEZ OF WOFk

1. Farm Credit
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The farm credit specialist wili review the new credit and
bank management system developed under the pilot project and
as=ess, with a systems perspective, whether and how the
system would be replicated naticn-wide. He/she will review
project wark plans, reports, accounting audits and other
material. He/she will carry out amr evaluation of the capital
structure of the FEDAC and three Governorate Banks in which
SFFF operates, to ascertain the present soundness of capital
structure ard then determine the following:

a) To what extent can the Bank system, without weakening
its capital structure, obtain capital for lending on its
own?

b)Y Are such funds available, from what sources, on what

terms and rates?

c) What capital feor loan funds should be provided by UEAID
on grant and/oi- loan basis for replicating the project in
new areas of Egypt?

d) The project has restricted and/or excluded several 1loan
purposes in thz past in order to assure availability of
adequate l1loan funds for priority purposes (i.e., soundest
investments wich highest returns, which to date have been
improved livestock, additive leocans for field and vegetable
crops, as well as high-value crops). What purposes should
be stressed or restricted in replication?

e} After evaluation of the credit aspects of the SFPP and
the above evaluation of the Bank system, determine and
recamnmend any necessary structure, management systems,
training and personnel needs, and operational procedures
which should be impiemented or changed in order to provide
improved service to Egyptian agricul ture.

2. Farm Production Micro-Economist

Farm recaord data collected cver the Winter 81783 and Summer
83 cropping seasons in the pilot area have recently undergone
data processing and tabulation and summarization. Costs and
returns, labor requiréments, area and other data have already
been tabulated, summarized and Processed for some 20 crops
and 3500 farmers. The Farm Production Micro~-Economist will
examine this data in close collaboration with the project
directors, Egyptian agricultural economists working with the
project, and the computer center. 1f necessary, in the course
of analysis he will direct the computer center to carry out
new analyseg of the data.



Using the farm record data, as well as additional project
data made available by SFFP personnel and from field visits
to project areas, the farm production micro-economist will
ascertain, to the best extent possible, the degree to which
the following elements provided under the project are
critical for improving farm incomes and productivity:
increased cradit availability: farm advisory services: and
input availability. Specifically, he/she will examine effect
on farm income of farmers inside the pilot area (in
comparison to a control group) of the following services and
loan activities provided under the project: block farming,
land preparation loans: input loans; harvesting loans: soil
analysis; mechanical cultivation; land preparation; improved
sezds; herbicides; insecticides and fungicides; new
irrigation techniques: foliar fertilizing; mechanical
harvesting; and marketing services. He/she will be guided in
the above analysis and review of project informatian by the
following questions: a) What farm income/productivity
improvements appear to be dependent wupon provision of
financial capital, i.e., which enterprises are more capital-
dependent than others? b) Which appear to be a function of
merely ensuring that the various physical inputs are
svailable to farmers? c¢) Which appear to be dependent upon
availability and quality of entension assistance? d) What is
relationship between rate of adoption of different
production-and-income-increasing practices and provision of
credit, advisory services and inputs?

Emphasis in the above analysis should be placed upon input
provision for crops under the SFFF program. After the review
of farm record and other project data, the production
economist should pay particular attention to how inputs are
gotten to the farmer who participates in the project, and
estimate by crop enterprise the approiimate amount, price,
and provenance of inputs purchased by farmers with credit
provided under the SFPF program, in relation to inputs which
are purchased with credit through the traditional FEDAC
program. Relationship of input prices to local market, asg
well as subsidized levels, should also be examined. He/she
should ten assess, to best extent possible, areas where
private sector input provision has been successful and where
it could be strengthened under the project. Past and
potential role of the project in encouwraging private sector
marketing of outputs shouid also be examined.

i e e s > e - — ke it e e e s Gt ot i et e e e e e e SE S e —— s

1. Savings Study - evaluate PEDAC, BDAC and Village PRank
savings inside pilot project area, and compare to the
savings data in non-project area. Data will be derived from
the project, village oanks, governorate banks and PBDAC.
Analysis will be carried cut on the SFFPF computer with
assistance of SFFPF staff.
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2. Loans Study - evaluate PBEDAC, BDAC and Village Eank
loans inside pilot project area, and compare to the loan
data in non-project area. Data will be derived from the
project, village banks, governorate banks and FBDAC >
Analysis will be carried out on the SFPF computer with
assistance of SFFP staff.

S. Review SFPF Women in Development studies, present
activities related to women's participation in SFPP, and
document any ocbservations appropriate for the EFFP
evaluation, and those which could he helpful for the NAPP
or Credit II programs.

The consultant will assist other primary evaluators in the
following:

a). Provide assistance in all aspects of the evaluation
of the Credit Component aof the project and in analyses
of Bank or Froject data with guidance of Credit

Specialist,

b.) Provide assistance to micro-economist in analyses of
pertinent data and review, discuss and participate in
the writing and compilation of the evaluation.
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