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PROJECT PAPER

Agricultural Production and Credit Project
263-0202

SUMMARY AND RECOMMENDATIONS

A,

Project Title

Agricultural Production and Credit Project

Prosect Number

263-0202

Saurce of Funds

Economic Support Fund

Total Project Amount

AID - $123 million, GOE - LE 150 million

Proposed AID FY 86 Obligation : $35 Million
Proposed AID FY 87-92 Obligation : £88 Million

Proposcd GOE first year contribia-ion : LE 42 Million
Proposed additional GOE contribi.ions : LE 108 Million

Terms

To GOE: Entire amount as a grant

Grantee

Grant funds «will be made available to the implementing
agency, the Principal Bank for Develcopment and Agricultural
Credit (PBDAC), and to the Treasury of the Government of

Egypt.

Coordinating Agencies

USAID/Cairo, the Ministry of Agriculture and Fcod Security.

Impleienting Agencies

The Principal Bank for Development and Agricultural Credit,
and the Ministry of Agriculture and Food Security.
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I. Life of Project

Seven years: PACD September 30, 1993,

J. Project Goal

To increase agricultural investment, agricultural productivity,
and farm incomes in Egypt by supporting deregqulation of the
agriculture sector and introduction of.a market based incentive
system.

K. Project Purpose

To provide farmers with new technology, improved financial
services, and expanded access to input supply, so that they can
take advantage of higher returns to investinent in a deregulated
agricultural sector.

L. Environmental Scundness of Project

The activities of this project in regard to A.I.D.
environmental procedurss qualify for a negative determination
in caapliance with the requirements of 22 CFR 216 (Szction
216.3(b) cf Req. 16),

M. Proiect Summary

Historically, Egyptian farmers have bzen among the most
productive in the world. Previously, they not only fed Egypt,
but also provided surpluses for export. This becan to change
in the mid-1970's when annual growth in the agricultural sector
leveled off at only two to three percent. This slow growth,
accompanied by increased damestic consumption, resulted in
increasiny annual agricultural trade deficits wnich by 1985 had
reached $3 billion. The share of agriculture in real GDP
declined from 29 percent in 1974 to 17 percent in 1983 and
production had shifted fron crops in which Egypt has a
congparative advantage twward crops with a lower economic
return. In recent years, annual growth has been near zero.

The disappointing performance of the agriculture sector is
primarily due to a policy enviromment which does not provide
farmers with incentives for increasing economically productive
investments, 1In addition, the government system dictates the
area for key crops and availability of inputs. Farmgate and
retail prices on many inputs and cutputs are controlled and the
end use of a major number of agricultural products, including
the level of exports is mandated by the government.
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During the last decade, USAID and the GOE have sought technical
solutions to increase production. USAID/GOE projects have
developed technology that permits a 50 percent production
increase in cereals. The Small Farmer Production Project
(SFPP) has also shown that a combination of new technology and
credit can increase production and incomes of even small
farmers. Horticultural and livestock production, which
operates under less restrictive market conditions, has shown
that Egyptian farmers will respond aggressively to an incentive
based policy environment. However, government studies indicate
the bulk of agricultural investments flow into econoimically
unsound, but financially very profitable enterprises,
Recognition of the severity and esxtent of these policy effects
has convinced high level GOE officials that policy changes nust
now be made in tandem with technical progress and institutional
development to achieve significant increases in production.
USAID strategy-is to support the GCZ in their efforts to
analyze the potential impact of the policy reforms and minimize
the temporary hardships imposed by the snift to a more
market-responsive sector.,

While the GOE is developing its new agricultural structural
reforin program, the Agricultural Production and Credit Project
(AFCP) will begin to institutionalize systens daveloped uncer
SFPP to transfer new technology and make credit accessible to
small farmers and cntrepreneurs providing farm related
services. Funds ($23 million) will be used for technical
assistance, training, and commodities.

The bulk cof USAID project funds ($100 million) will be dollar
denominated performance payments to assist the GOE to imove
agriculture towards a free markel structure and will be
transferred in tranches based on implementation of planncd
changes. One indication of performance will be the GOE making
funds available to expand the capital base of the Principal
Bank for Development and Agricultural Credit (PBDAC). The
amount cf performance funds releused will Le determined by the
Bank's need for additional capital to meet the demand for
credit which is expected to result from policy reforms. VWith
this increased capital base, PBDAC can borrow LE from local
banks to further expand funds available for farmers and
businesses supporting agriculture.

Depending on actual demand for credit, deposit mobilization,
and cost of borrowed funds, the Bank should be able to more
than double the amount loaned. These funds will ensure that
srall farmers and entrepreneurs have financing available as
input subsidies are removed and opportunities created by policy
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reform. As the government decreases its role ag direct
importer, distributor and investor, PBDAC will expand its
clientele to help private campanies develop as suppliers of
inputs and services, This expanded credit activity and
technical assistance to mocernize banking activities in over
300 of the PBDAC's 750 village banks will reorient the Bank as
primarily a financial institution and allow it to diminish its
role in controlling input supply and marketing, fThis approach
will support expansion in agricultural production as policy
changes are implemented,

N. Summary Pindings

The Project Review Committee has reviewed all aspects of the
proposed Agricultural Production and Credit Project and finds
that it is financially, econcmically, teckrically, ang socially
sound, and consistent with both the development objectives of
the GOE and those of USAID/Cairo as set forth in USAID/Cairo's
FY 1986 CDSS. The Project Review Comnittec has further
determined that PBDAC is institutionallv capable of
administering the Project as discussed in the Project Paper,

0. Recomendations:

That USAID/Cairo approve a Grant for $123 million to Le funded
in increments over a seven vear period, begining with $35
million in FY 86 for the Agricultural Production and Credit
Froject (263-0202); and

That the PACD be established at September 30, 1993.

‘\\



II. BACKGROUND

Egypt was self-sufficient in agriculture for 5,000 years, and
its nonnal crop surpluses were the basis of the great dynasties
of antiquity. Early in the Twentieth Century, rapid population
‘growth entered the equation, placing steadily increasing
demands on the agriculture sector. The Green Revolution and
other technolcgical innovations have demonstrated that
agricultural productivity can be increased dramatically.
Egyptian farmers are known to be capable and productive when
given adequate incentives. And yet the Egyptian agriculture
sector 1s stagnant, with no real growth in recent years,

A. Problem Analyeis

The existing policy environment of controlled crop prices and
input distribution is inhibiting agricultural production in
Bgypt, resulting in a spiraling agricultural trade deficit.
This policy regimen is implemented by existing institutions for
agricultural credit, extension, and input distribution. The
GOE has recognized the severity of the problem and indicated
its intention Lo derequlate agricultural production, However,
financial rescurces and technical assistance are required to
make this difficult transition.

1. Seckor Impact of Current Policies

The Egyptian agriculture sector was producing a balance of
paynents surplus only 15 years ago. However, beginning in 1970
the GOE increasingly tightencd the requlation of agricultural
production in order to provids cheap fcod to the urban sector.
Crop prices were controlled and production quotas assignad, 1In
order to persuade farmers to produce at low crop prices, it
became necessary to provide credit and inputs such as
fertilizer at subsidized prices. The government increased its
control by becoming the sole distributor of these inputs. The
impact of these rsqulatory mechanisms on the agriculture sector
includes the following:

*  Production is controlled through centraliy planned land
use and cropping patterns, rationing of fertilizer,
chemicals, seed and machinery.

* Famm returns are influenced by regulating crop and input
prices, and by dumping subsidized foodstuffs on the market.
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Marketing is controlled by requiring farmers to sell
- certain crops to the Principal Bank for Development and
Agricultural Credit (PBDAC) or government cooperatives
often at below open market prices and by controlling -
éxports of certain crops.

Input distribution ig controlled through public sector
monopolies and restrictions on private sector rates of
return, including complicated regulations on trade,

Techhology diffusion is limjiteq by restricting farmers
making credit purchases to "packacas" of inputs which do
not efficiently meet thair needs.

Credit is restricted by requlating interest at rates
Unattractive to cammercial lerders, by high collateral
requirements, and by a limited portfolio of eligible
investments.

Controlled crop prices and the centrally requlated input and
precurement control system have resulted in a stagnating
agricultural @conomy. " Unreleased government statistics
indicate a deterioration of agricultural production in real
terms in the poriod 198C-1984. The problem has been nagnefied
by Egypt's population growth rate of 2.9 percent per year,
which requires cquivalent increases in agriculturel production
Just to keep Up in per capita terms, Rural-urban migration
further commounds the problen. The population of Cairo has
deubled since tha lare 1960's, and other Egyptian cities have
grown almost as rapidly, leading to spiraling demand for cheap
subsidized food. These factors have pushed Ffood
self-sufficiency (demestic production divided by damestic
consunption) into a steadily downward trend,

Maintaining subsidies in the centrally Fanaged farm input
SUpply system imposes a considerable strain on the GOE budget,
Direct government subsidies to agricultural credit rose from LE
40 nillion in 1981 to LE 62 million in 1985, Input cubsidies
soared from LR 100 million in 1978 to LE 240 million in 1983,
as allotmants of fertilizer and other inputs were increased,
Nevertheless, signifi-ant shortages in particular types of
fertilizer began to appear in late 1985, and agricultural
production declined.

2. Rural Requlatorvy Mechanisms

A variety of GOE and local government organizations are
involved in the implementation of agricultural policy. One of

DR
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the most important of these institutions is the Principal Bank
for Development and Agricultural Credit (PBDAC). Another is
the MOA's state cooperative system, often combined in rural s
offices with the National Extension Service (NES). In the.past
both PBDAC and the co-ops have been centrally involved in the
requlation of agriculture. However, it has been démonstrated
in pilot projects that PBDAC, with the assistance of extension
agents from the NES, can be reoriented to help increase
agricultural production,

a. PBDAC

The PBDAC is a holding company for 17 governorate banks which
implement GOE policies in credit, input distribution, and
marketing. Enconpassing 750 village banks throughout these
governorates, PRDAC exerts a very powerful influence on
Egyptian agricultural production. Loans are provided for the
credit purchase of PBDAC-suppliecd inputs, and cash loans are
restricted to spacified crops. <Credit and production inputs
are heavily subsidized, but limited availability gensrates
shortages and requires rationing.

The Bank is heavily dependent on GOE subsidies, which

conpensate for the difference between GOY mandated low interest’
rates for short term loans of 3.5 to 6.5 percent and the
maximun legal rate of 13 percent. In 1985, the gross margin on
lending was a negative .75 percent without the subsidy and a
positive 5.6 percent with a subsidy. Even with the subsidy,
interest rates of 13 parcent are insurficient to prevent some
erosion of Bank capital due to inflation,

The PBDAC's input distribution function is desianed for control
rather than active merchandising. Heavily subsidized inputs
such as fertilizer are rationed and provided at a fraction of
their real cost. Annual plans for input supply are determined
upon the Ministry cf Agriculture's technical recomnendations to
achieve national production quotas, while maintaining discrete
land use patterns. Actual input quantities are necotiated with
other ministries and are subject to the availability and levels
of funds for agricultural subsidies, foreign exchange, and
state ovned production. Even if the PBDAC wished to supply
additional inputs, it does not possess the necessary foreign
exchange. The Bank's monopoly on subsidized fertilizer and
many other inputs combined with numerous other government
regulations prevents the private sector fram respondlng to
farmer needs.
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b. National Extension Service

The MOA's state cooperative system, often combined in rural
offices with NES personnel, mirrors the policy environment.
Regulatory and agricultural management activities overshadow
efforts to transfer new technoloay. Extension agents have been
associated with implementing mandated cropping patterns, quotas
and regulaticns relating to agrarian reform laws, pest control,
input delivery, machinery scheduling, and data collection. In
March 1985, a Ministerial Decree specified extension's ,
educational functions, and though progress has been substantial
throughout the most productive regions, the increased emphasis
on providing technological information is reportedly incomplete
in sore outlying districts. (Sce Annex 8: Referenced
Documents. )

Most extension agents are untrained in appropriate farm
technologies and have little contact with researchers and
technical specialists. Furtherirore, current GOE priorities for
regulated crop production require only selected technological
packages., Without policy changes, extension workers face the
unenviable task of "selling" technologv for mandated, low
monetary return crops to farimers who are interested in high
cash return investments in vegetables, fruits, and livestock.

B. Agricultural Sector Policy Dialogue

The GOE has been considering policy reform and assessing
strategies for increasing agricultural production. AID has
concluded that policy reform and deregulation are of pivotal
importance, and there is considerable overlap in their
respective positions.

1. GOE Policy Reform Program

The GOE has indicated its intention to restructure the economy
and the policies which impact upon the agricultural sector, and
to medify the operating procedures of the state organizations
which implement those policies. The agricultural econcmy must
be transformed from one emphasizing central planning and
regulation into a system responsive to the econcmic signals
generated by a free market system. The agricultural reform
program presented to USAID and the IBRD by the GOE in June 1986
consists of nine measures:

Liberalize prices for all crops in threc years, except
cotton, sugar and rice;

Y

| Liberalize cotton, sugar and rice prices by 1998;



* Eliminate quota delivery (compulsory procurement at
fixed prices) for all crops except cotton, sugar and
rice by 1986 and on the remaining crops after 1995;

* Eliminate mandates on cropping patterns except for
rice, sugar and cotton by 1989. Price and opportunity
will determine farmers choice, which is likely to be
for high valued crops with export possibilities;

+ Limit state ownership of land to 4 -percent, used for
agricultural experiments and crop testing; all new
land will be sold to the private sector;

* Liberalize import prices so that subsidies are
eliminated;

* Eliminate input distribution monopolies of the public
sector and include the private sector;

* Encourage young pzople to operate small modern farms;

*  Pronote applied research through contracte with
research centers and institutions.

2. USAID Policy Orientation

USAID supports the GOE's reform strategy for agricultural
development in Eapt. USRID considars pricing policy, enplicit
controls over ag.licultural production and quota deliveries to
the GCE, and the lack of private sector involvement in
providing scrvices and inputs to farmers as major factors in
the disappointing performance of the sector. USAID also
believes agricultural policy reform must be implemented faster
than the GOE has propozed. A model policy reform program is
outlined in Annex 7E.

The following series of policy reform outputs reflect GOE/MOA
and USAID concerns and are based upon a long series of
descriptive studies and analyses undertaken by the GOE.

Because USAID/GOL policy analyses and discussions are
continuous, specific reform targets may change. The list below
reflects USAID's current orientation. Within a three year time
span, the GOE could implement, at a minimum, the following
policy reforms: '

Cotton procurement prices raised substantially to
induce farmers to plant more cotton area and to plant
earlier;
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* . Red meat prices reduced to induce farmers to plant
less area in long-season berseem and to eliminate
unéconomic feedlots;

* The marketing of maize, broadbeans, and all

above—quota rice privatized to assure efficient, fair

prices to the farmer;

* Input subsidies to fertilizer and farm credit
eliminated to encourage private sector competition;

* Private sector exports of oranges and other high-value

crops legalized and encouraged.

3. Policy Reform and the USAID Portfolio

USAID's policy orientation has brought ahout a decided shift
strategy toward support for policy dialogue with the GOE in

support of policy changes. All of AID's resources allocated t

the agricultural sector are used as forums for the policy
dialecgue. GOE policy changes can result in substantial
additional AID resources being committed to the agricuitural
sector.

USAID lias restructured its agricustural jroject pértfolio to
make larger commitments of resources pocsible. USAID's nast
agricultnral portfolio consisted of sevcral relatively small

projects focusing on improved agricultural technology, and 3

dissemination to farmers. USAID's future portfolio will be
concentrated on three subsector projects: the Mational
Agricultural Research Projdct, the Irrigation Manager.2nt
Systems Project, and this Agricultural Production and Credit

in

(7]

Project. The planned $200 million amendment to the Irrigation

Management -Svstans Project, the $130 million National
Agricultural Resecarch Project recently signed, and this $123

million project will provide substantial resources in support

of GOE offorts to reform the sector. These three areas of

program concentration have additional capacity to productively

use AID funds,

In addition to their use to support the policy dialogue, all

three are highly conplementary in the development of Egyptian

Agriculture. MNew technology is essential for farmers to

capitalize on improved irrigation systems. Credit is required
to put new technology to use and for irrigation investments at

the farm and mesga level which are the responsibility of
farmers. Improving the irrigation system to provide a more
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reliable supply of water to farmers will increase the
productivity of existing technology as well as the new
technology to be created.

In summary, USAID's strategy is to maintain strong support for
GOE policy reforms and at the same time provide funding for key
elements in their agricultural development strategy--the
creation and dissemination of new agricultural technology;
improvement of the River Nile irrigation distribution system;
and a farmer responsive agricultural credit system,

C. Small Farm Production Project

The APCP is in many respacts a follow-on project to the Small
Farmer Production Project (SFPP), a very successful pilot
effort to introduce rew credit systems in 74 of the Bank's 750
village banks (see PES, Annex 8). Since 1979 USAID has
invested over $45 million in SFPP, and agricultural production
has increased considerably in project areas. However, the SFEP
Was not designed to deal with policy reform. It skirted major
government policies, such as mendated cropping patterns and
centrally determined crop quotas, winninc farmer accentanca by
concentrating on crops providing high monetary returns, SPPP
did not improve thc input distribution or marketing systans,
either through the Bark or in the private sector. The project
strategy of creating strong village linkages between credit,
extension and research has not vet leen widely copied.
Modified credit systems have not been estaklished throughout
the PEDAC and the =fficiency and financial viability of the
Bank as a whole has not been strerngthenad., SFPP demonstrated
that improved credit and technology will increase agricultural
production., However, it is apparent that relaxation of
controls or crop prices and input distribution could generate
even greater increases. The ARCP is designed not: only to
expand the SFPP systems from 3 to 11 governorates, but also to
encourage deregulation of agricultural production.

D. Other Donors

Several multi-lateral donors, including the Vorld Bank, African
Development Bark, and the BEuropeen Economic Community, have
provided loans of $294 million to the MOA and PBDAC during the
past six years. These loans have financed fruit and vegetable
developrent, agro-industry develcpment, fish farming,
agricultural inputs and farm macninery. At this time, the
World Bank is considering financing the Second Agricultural
Development Project. This $139 million loan would support the
GOE's program to promote increased agricultural productivity
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through the introduction of farm technelogy packages,including
farm machinery services, in seven rice-growing governorates in
the Nile Delta. Similar to other donor-funded projects, this-
project would provide only minimal technical assistance to
PBDAC,

The APCP, while complementing other donors' efforts in the
agriculture sector, will be the first to link policy reform
with credit resources. Furthermore, the project will assist
one of the key organizations responsible for implermenting GOE
agriculture sector policy. Strengthening the management
capabilities of PRDAC will improve the implenentation efforts
in other Gevelopment proiects administored threanmh oonse
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IIT. PROJECT DESCRIPTION

A, Project Goal and Purpose

The goal of APCP is to increase agricultural investnment,
agricultural productivity, and farm incomes in Egypt. The
purpose of the project is to provide farmers with new
technology, improved financial services, and expanded access to
input supply, so they can take advantage of higher returns to
investrent in a dereculated agricultural sector.

B. Project Description:

APCP is designed to canprehensively address basic factors
presently inhibiting agricultural preduction in Egypt, It
supports policy reform by encouraging the GOE to expand
acricultural credit during the transition to derequlation, when
the removal of subsidies may cause scae input prices to rise,
increasing thie credit requirements of smal) farimers. APCP is
increrzntally funded, with annual obligations conditionzl on
GOE progress in policy reform and with dishursenents rade in
response ko GOZ capitalization of the Principal Bank for
Develoreent of Acricultural Credit (PBDAC). The projact also

(
provides technical assistance for PBDAC, small farmers, and naw

private sector inpat distribators. The policy reform conronent
interacts with the credit and technology elemcnts so that the

effects of all are creatly enhanced.

1, Policy Beforr

The GOE has proposed a policy reform program involving
liberalization of contiols on crop and import prices,
relaxation of crop production controls, and elimination of
public sector input distribution monopolies (see list, section
II.B.1.). USAID agre=s with this program, but feels that its
implementation could be accelerated. USAID considers these
reforms vital for achieving the prcject goal and PUrpRse.,

2. Annual Review and Incremental Funding

The total USAID agriculture sector funding which is conditional
on GOE policy reform is very substantial. APCP's $123 million
in AID funding is linked to the policy dialogue with the CCE,
along with $330 million in additional funds fran other
projects. The incremental obligation of these funds is
conditional on GOE progress toward agreed policy reform
targets, as well as the prior GOE capitalization of FBDAC.
Further inducement is provided by World Bank and IMF interest
in similar policy reforas.

z}jﬁ


http:refor.ns

- 14 -

A high level USAID/GOE committee will meet annually to develop
targets for agriculture sector policy reform for the coming
year and review program and policy reform progress during the
previous year. This annual review process has been used
successfully in the USAID water and wastewater sector portfolio
for the past three years. Funding for monitoring activities is
included in APCP's evaluation budget.

The basic content of a proposed GOE agricultural pclicy reform
program has been discussed and generally agreed between the GOE
and USAID, but' it remains to specify and refine these concepts
into agreed annual targets for policy reform. It is not
possible to specify anrual benchmarks for the life of the
project with any certainty. Analysis of potential reforms and
discussions between the MOA and USAID are cortinuous, so we
expect that the reform targets for each new year will be
spacificd in the context of changing conditions and the ongoing
policy analysis. This is a major function of the anmial
parfornance reviews,

As a basis for the first year diskursements USAID believes the
following Lenchmarks are appropricte. These are not fincl
targets, being subject to negotiation between FOA and USAID.
Howaver, they reoresent USAID's policy analysis to date, and
are indicative cf the level of reforms which, along with
capitalination of PRDAC, we Lelieve nust be made to reach LOP
policy targets.

Price Increcses for Key Crops
4

- Announcenent: in Decerber 1986 (b:fore planting
decisions) of a 50 percent increase in cotton prices for
1987 crop.

- Raise prices tc end users of cottonseed meal in October
1986 and cottonseed oil in October 1987 to reflect
c.i.f, import value, calculated at the free market
exchange rate,.

Elimination of Controls on MHeat Imports

- Eliminate government barriers to private sector imports
of red meat by abolition by Decerber 1986 of the
requirement for approval of inport licenses for red meat
by the GCE.

Elimination of GOE tlonopoly on Input Supply

- Pass naw laws permitting free private sector marketing,
import and inland transportation of all basic as well as
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compound fertilizers; abolish the requirement for import
licenses for fertilizer; all by Spring 1987.

Decrease Subsidies on Fertilizer

- Announce that during the 1986/87 crop year, prices for
nitrogen fertilizer will be raised by 50 percent.

The long term matrix of target benchmarks will be developad
from the proposed GOE policy reform program already listed in
section II.B.1. These reforms are considered vital for
attaining the project goal and purpose, and the project's
incremental funding is designed to facilitate their
inplementation. However, the specification and timing of the
reforms into agreed annual targets must be negotiated by USAID
and the GOE in their annual review meetings.

3. Expansion of PBDAC Capitalization

Capitalization of PEDAC is inadequate to meet the present
credit requirements of farmers. Loan disbursements must 5o
rationed due to limited capital funds, anl credit is available
only for cpecified inputs and crops. Der-gulation of the
agricultural economy is ewpected to increacs demand for

credit. Higher crop prices will motivate .vroars to expand the
sccpe and intensity of plantirg, Removil »& 3% subszidies on
credit, fertilizer, and mechinary will inorozse the cost of
agricultural production.

The APCP will expand rural credit by supperting increased GOR
capitalization of PBDAC of LE 135 million. Interest earncd on
loan activity will be retained by the Bank and added to the
capital fund annually. The project will provide $100 million
in performance payments to the GOE over the life of the
project, with incremental disbursements contingent on increases
in PEDAC caepitalization., This requirement is in odditicn to
those imposed by the policy ceform discussed above. The
disbursement process is described in greater detail in the
Financial Plan (section V.).

The increased capitalization is intended to provide a bese ter
redevelcpment of the PBDAC in order to improve its financial
viability. This will allow the Bank to borrow additional funds
from commercial banks and meet increased demand for credit as
investment opportunities are opened up by policy reform. Under
this project, the GOE and USAID will assess the capital
requirements of the Bank and begin a program for sufficient
retention of earnings to assure adequate long term
capitalization.

Nl
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Except in SFPP project areas, PBDAC currently charges between
3.5 and 6.5 percent interest on its short-term small farmer
loans and between 13 and 14 percent on business loans. The
loan funds made available to PBDAC by the GOE under this
project will be lent by the Bank at the highest legal rates:
aurrently 13 percent for short term loans and 16 percent for
business loans, with an additicnal 1 percent service charge on
both types of loan. Even these nigher rates are bharely
sufficient to keep inflation from eroding bank capital, but
they remove most of the subsidy from interest rates and put
loan activity on a more realistic comararcial basis, It was
demonstrated in SFPP that farmers will pay these rates when
adequate incentives are provided. USAID will nonitor PBDAC
lending to assure that interest rates are increased and that
funds are reaching proiect teneficiaries, small farmers, and
businesses supporting agriculture.

By the end of the project PBDAC should have expanded its
capitalization by at least LE 135 million. The additiopal
funds, along with higher interest rates and the retention of
earnings, will place the Bank on a firier financial basiz. It
will have expandad lending Ly farmers and private sector
businesses supmorting agriculture, facilitating the transition
to ceregulaticn and contributing to the project goal of hiaghker
production and income.

4. Improvement of Credit and Extensicn Sarvices

The PBDAC will be reoriented and improved to better serve small
farmers and associated village enterprises. The SFPP has
demonstrated that this can be accuuplished by the application
of technical assistance and training.

a. PBDAC Stafi

The project will expand and uparade the financial capabilities
Of PEDAC at its headquarters in Cairo, in district offices
located in each governorate, and in 350 village banks in 11 of
Egypt's 17 covernorates, To accomplish this the projiect will
provide a team of advisers to provide technical assistance to
PBDAC.  USAID and the Bank have identified financial
management and analysis, credit and investment, personnel
administration and training, and private enterprise expansion
as areas for assistance, Management information systems will
be developed to provide kertinent, timely information for
decision-making, with impcovement of the existing manual
procedures at th: village level, and computerized systens for
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each governorate., Developing the precise scope and content of
the program will be an early priority of the technical
assistance team, vorking in concert with PBDAC.

b, Village-Level Teams

The project will develop village-level outreach teams equipped
to provide both financial and technical services to farm
operators, These teams include a bank manager, a financial
analyst, and an extension agent from the NES. Similar teams
were developed under S¥PP, and the necessary inter-cgency
cooperation and coordination of training efforts was
satisfactorily arranged. PBDAC will train bank managers and
financial analysts in all aspects of farm enterprise, including
fornulation and analysis of farm budgets, estimation of net
worth, and financial analysis of agricultural investmznts. The
teams will be traincd and put in place as the PBDAC canpletes
it organizaticnal arrangements in each governorate.

The extension agents will be trained by the Ministry of
Agriculture. It was previously noted that the MOA has already
redefined the role of cxtension agents from crep requlation to
technical assistance. Ho-aver, these workers have weager
rhowledgs of appropriate technoleogy f£or farm producticn, and
require cenzidsrable training. © was daxnstrated in SFRP
that they can be redirected and trained to provide useful
technical suvport to farmers,

€. Technical Ansistance and Training

Technical assistance will b2 provided by the project under a
host country contrack. The projact budget inciudes 59.6
million and LE .72 million for this technical assistance. The
RFTP for a long term technical assistance team will be
developed early in the project by USAID and EBDAC with the
assistance of a mobilization team secured by USAID under MRE
(8-A) regulations. During tha dovelopment of this RFTP the
consultant will work with USAID and PBDAC Lo specify the exact
conposition of the technical assistance team and its detailed
work plan. At present the suggested composition of the
technical assistance team is as follows:

+ Team Leader (credit planning, management, and banking)
+ Credit Spzcialist

+ Quality Centrol and Loan Classification Specialist'
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* MIS/Accounting Specialist
* Finance, Planning, and Budgeting Specialist

* Business Lending Specialist

Marketing Systems Development Specialist
* Personnel/Training Specialist

Details on the suggasted.team and its technical qualifications
are contaired in section VI. It is anticipated that the team
will be in place by Jun2, 1988. It will remain for five years,
providing 360 parson montns of technical assistance. In
addition, the project provides for 45 months of short—term
technical assistance, which includes the pre-mobilization team
and specialized requirements of the technical assistance team.

The team will previde technical assistance directly to PBDAC
for the design and installation of management and financial
systems. Tt will participate in technical developmont of Bank
staff by direct advisory support and by contributing technical
curricula to PEDAC's training program,

The project budget includes $3.3 million and LE 4.06 million to
support training of PBDAC staff and village-level teams. The
PBDAC training program is adequate, with good management and an
experienced staff. It has training facilities at headguarters
and at many governorate and district offices. The Ministry of
Agriculture also has a capable training staff and adequate
facilities..,

Preliminary plans call for training up to 9,500 PBDAC
employees, but the final nunber of trainees and types of
training await the managerent and training needs assessment
whicn will be conducted early in the project by the
mobilizaticn team. lMany training packages have already been
developed by SFEP, and will be available where applicable to
APCP's finalized training needs. The technical assistance team
will assist in further development of training curricula, and
participate in the training of trainers. The najority of
training will involve short courses given in country. Overseas
training will be primarily short courses for middle

managament.  No long term overseas training is planned.

d. Required Ecquipment and Services

The design of a management information syslten for PBDAC is very
breliminary at this point. It is necessary to develop a final
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design of the MIS before equipment can be specified and
ordered, However, studies of PBDAC information requirements
and capabilities indicate the contours of a system involving .
conputerized information processing at the governorate and
headquarters level and a streamlined manuval system at the
village level. The project budget includes $4 milldion for the
acquisition and installation of 13 camputers at PBDAC
headquarters and the governorate offices. It is not feasible
to plan for computerization at the village level until manual
systems are improved and electric supply becomes more
reliable. However, the project budget includes funding for
several hundred calculators angd other necessary office
equipment and supplies for village banks.

The project requires mobility on the part of host county
project officials, since it covers 350 villages in 1)
governorates. .Both PADAC and MOA officials are required to
travel frequently between headquarters and governorate or
district offices, and district officials must cover the circuit
of their villages in order to supervise project implementation
and provide follcwup., The project provides 4 vehicles for each
of the 11 guvernorate bapks (2 for rRDAC, 2 for MOA), 6 for
PEDAC headguarcers, and two for LOA h2adquarters, for a total
f.52 vehicles. ‘the budget includes $300,000 for those
vehicles and $75,000 for spare parts. The budget also provides
dollar and LE funds for necessary services, which inciudss
refurbishing of space for conputer centers and classrocns,
maintenance for canputers, vehicles, and other comodities, as
well as funds for project monitoring and evaluation, No
consteuction is planned for this project.

5. Private Enterprise support

The project will foster the emergence of private sector inmut
distribution and service firms. The most important mechanism
for this is policy reform, which is central to this preject.
The GOE will eliminate its monopoly on the marketing of inpucs,
liberalize import cquotas on fertilizer, withdraw suhsidies on
inputs, and pass laws permitting free private sector marketing
of fertilizer and other inputs.  The PBDAC will voluntarily
phase down its subsidized input distribution function in order
to better focus its expartise on providing credit and technical
assistance to emerging input supply firms. The project
provides technical assistance for this new PBDAC role.

The technical assistance team will assist PBDAC to phase down
its input distribution system and assist new firms to perform
this vital function. The conposition of this team may be

changed after needs assessments are conpleted and operatiornal
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Plans are finalized, but at present it includes three Imembers
who will be involved in privatization efforts. The business
lending specialist will work with local business councils to
specify needed regulatory changes and identify opportunities
for new business activities. The macketing systems development
specialist will assist PBDAC input distribution facilities in
winding down, and support emerging private sector suppliers in
measuring demand, assessing feasibility, and esteblishing their
business. The personnel/training smecialist on the team will
help PBDAC. identify workers to be displaced from input supply
positions, designate new PBDAC staff or village-level team
positions, and arrange training. The team will monitor PEDAC
progress in phasing down its input distribution function.

Project activitiss with PBDAC will be complemented by the
existing Private Enterprise Credit Proiect, which works
primarily through cammercial banks. 'This project provides
borrowers with forsign currency for investments and working
capital requitements. The portfolio already includes a large
number of agribusiness clients, As controls are liberalized
and a free rarket environnernt is estzblished in the sector,
lending criteria under this project will Lo assessed Lo
facilitate and increase the flow of resources and services
available to the private sector serving agriculture,

6. End of Prciject status

The project outputs include agriculiural policy reform, the
expancion of rural credit, and strengthening of rural credit
institutions. Derequlaticn of the agriculture sector will
allow a market-driven economy whare farmers are free Lo repond
to price incentives, The availability of credit will allow
farmers te to deal with the higher costs of unsubsidized credit
and production inputs. By the end of the project the following
conditions will prevail:

* Farmers will have easier access to all inputs, including
credit, at market prices.

* Private dealecs will have increased their share of the
input supply operations, with PBDAC decreasing its
operations.

* Farmers will be using improved technologies disseminated
by village teams and private sector input supply firms.

. The number and share of loans to small farmers will have
increased.
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Farmers will be using greater quantities of inputs in
better combinations in response to market signals.

These conditions will allow farmers and subsidiary businesses
to respond to price incentives with a more diversified array of
inputs, contributing to the project goal of increasing
agricultural investment, agricultural productivity, and farm
incomes,
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IV. PROJECT ANALYSIS

The Agricultural Production and Credit Project is designed to
increase agricultural production through policy reform, the
provision of support for the expansion of credit, and technical
assistance to improve rural institutions. Extensive research
efforts were devoted to assessing the feasibility of the
project and the optimal design for achieving its objectives.

- The full reports of these analyses are presented in Annex 7.
The following analysis is intended to focus the relevant
findings of these studies on the feasibility of the proeject,
and summarize their basic conclusions.

A. Project Analysis

The policy rcforms which are a central component of APCP are
intended to increase agricultural preduction by relaxing the
pervasive controls which diminish farmers' incentives and
inhibit their access to inputs and technology. The project
uses incremental funding which is conditional on prograess in
policy reform to both provide incentive to the host government
-and ease the transition. This mechanism is described in detail
in sections IIT and YI. USAID has been involved in similar
incremental funding arrangements in its water and wastewater
portfelio over the past threz years, and has found it to be an
effective approachi to policy reform,

The project provides $100 million in performance payments in
response to prior GOE expansion: of rural credit. 1n concert
with policy reforms, this is expected to considerably increase
agricultural production. Economic analysis of the costs and
benefits of the project yield an estimated internal rate of
return of 39 percent in terms of value to the economy.
Financial returns to the farm loan activities are very
attractive. The Economic and Financial Analysis is surmarized
below and the full report is contained in Annex 7-B.

The project is designed to improve the financial capabilities
of PBDAC. The Administrative and Technical Analysis assessed
PBDAC in detail and concluded that it is the appropriate choice
for implementing the production credit element. Experience '
with SFPP demonstrates that PBDAC can absorb technical
assistance and training, successfully redirecting and improving
its services. The Administrative and Technical Analysis is
surmmarized below, and the full report is contained in Annex 7-A.

4
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The National Extension Service will provide extension workers
for the village level outreach teams, with the MOA providing
training facilities. The SFPP demonstrated that extension
workers can be trained to provide useful technical assistance
to farm operators. 7The training program is described in Annex
7-G. -

The Social Sourdness Analysis of the project concluded that its
benefits far outweigh its negqative consequences. The analysis
is summarized below, and the report appears in Annex 7-C. The
pProject has been declared exempt from any requirement for
environmental impact studies, since it does not include any
activities directly affzcting the environment.

The Foreign Assistance hct (FAA) Section 611(a) requires that
no agreement or grant involving an obligation of cver $100,000
of U.S. funds shall be made until financial and other plans
necessary to carry out such assistance and a reasonably firm
estirate of the cost to the U.S. of the assistance Liave becn
made. The financial plans recessary to carry cut the
assistance proposed in the above FY 1986 authorization, as well
as estinmates of Lthe cost Lo the U.S., have bzen prepared and
presentzd ur dascribed in this Agricultural Preduction apd
Credit Prejact Paper. USAID has reviewed thiese plans and found
them reasonable and accurate, and certifies that the
requirerents of FAA 611(a) have been met.  All specific
interventicns required for the Liaplemantation of the project
have been icentified and costed cut, and a phased plan
developed for incremental annual authorization within the
confines cf GOE progress in agricultural policy reform and
availakle AID resources.

B. Sumary of Econonic and Financial Analysis

The purpose of the economic and financial analysis is to
estimate the degree to which the project's benefits to the
Egyptian econcmy as a whole exceed the costs, and the degree to
which the financial (cash) benefits provide sufficient
investiment return to project participents. The dual nature of
this project (policy reform and farm credit) however, suggasts
a separate analysis for each element. Of the two, the policy
reform elemant presents the most difficulty in attempting to
estimate costs and benofits both with and without the project.,
Although economic models for the sector and ecoromy exist and
could theoretically be utilized to estimate potential gains and
losses nationwide, currently available data and technical
expertise are not sufficient to the task.

2
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Nevertheless, partial analyses by GOE, USAID and other donor
organizations provide a wealth of studies which indicate that
policy reforms are essential to induce. the gains in o
agricultural production required to meet Egypt's needs. -These
analyses provide a partial measure Of net benefit to the
agricultural sector if the policy reforms were t4 drive the
sector to an open, world market system immediately, to be
sustained for a ten year period (not a likely event, since the
magnitude of reforms will require several years to
accomplish). (Sze Annex 8). The project provides for the
acquisition of sufficient technical assistance to monitor and
evaluate the economic impact of the reforms. As pore reliable
and complete data sets and-elements of the economic model arc
generated and tested during the initial years of the project,
policy reforms can be more precisely tailored to acnieve the
desired outcane.

An analysis of the credit element is more straightforward, and
is based upon the methodoloyging develcped to measure the costs
and benefits of the Small rarmer Production Project, In terms
of value to the econony, the project has a high internal rate
of retum (239 rercent) and the financial returns to the farnm
loan activities range from 36 percent (machinery dealership) to
419 percent (maize production). The calculations for thesc
estiiates are shown in Annhex 7-B, Farm enterprise budgets for
a variety of crops were updated to reflect current 1986 prices
and technical recammendations. The loan mix was projected to
reflect actual srep experience and project geals for increased
lending to non-crop/non-livestock Purposes. Finally, current
shadow prices were used to calculate econcmic costs and
benefits,

C. Summary of Teclhnical an? Administrative Analveis

The primary GOZ institution responsible for project
administration is the Principal Bank for Agricultural
Development and Credit. This Bank has a strong record of
achievement, Its affiliate banks in each of EGypt's 17
agricultural governorates operate a total of 765 village barks
and 4,307 agencies and provide Egypt's 3 million farmers with
inputs and some credit. Unlike most agricultural credit
institutions, the PBDAC has achieved a very strong record of
loan collection since took over rural credit and input
distribution from the cooperatives in 1977. The purpose of the
project is to reorient the activities of the Bank towards an
expanded credit clientele and reduce its dependerce on
subsidies and input distribution. The Bank's strong record in
accomplishing its objectives and enthusiastic support of
project concepts make it an appropriate organization to
implement the Agricultural Production and Credit Project.,
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The Small Farmer Production project has been working with the
Bank since 1980. Through SFPP, improved loan evaluation and c
technology transfer systems have been implerented on a pilot -
basis in 74 village banks in 3 governorates. The project has
as of June 1986 extended more than LE 6 million in loans to
almost 46,000 small farmers and rural agricultural businesses.
The project has overcome the Bank's initial skepticism about
lending to small farmers as a result of very high loan
repayment rates. 1In 1984, the GOE made the decision to expand
SFPP to 8 additional governorates. To support this effort, the
1985 Midterm Evaluation team recommended changes in team
composition. Part of the team is now based at the DPRDAC
headquarters in Cairo and has been working closely with
headquarters staff in the areas of training, MIS/Accounting,
and business lending, credit and loan classification.

APCP will continue SFPP programs to increase small farmer
access to credit and ensure the financial viability of the
Bank, The project techniczl activities will expand SFPP
systans to 350 village banks in eleven governcrates. The
broject technical assistance team will work with PBDAC to
improve managemant - systems in the banking activities. Policy
reforin objectives will also be supported by expanding lending
to businesses supporting agriculture to increase private sector
participation in inpat distribution.

The Rank management has played a key role in develeping APCP
concepts and planning for their implementation. The Bank has
taken the lead in develeping the reiationship hetwecn the
Naticnal Extension Sarvice, the the Veterirarian S=rvice,
Agricultural Research Center and university research

personnel. The adainistrative requirements for the project,
particularly reporting on use of funds, are vell within its the
capacity. With technical assistance, the Bank plans to develop
acditional programs that will improve its managemenl capacity
and reduce costs asscciated with current and planncd programs.

The National Extension Service is already cocperating with
PBDAC. Toyether they have already bequi to implement SFPP
systems in the project governorates and have even requested
Bank cooperation in implementing thwir national program, The
Mational Exztension Service is coordinating with the Bank on
every administrative level to provide planned technology
transfer activities. The Director of the National Extension
Service is a membar of the PBDAC Steering Committee for SFPP
expansion and has been personally involved ‘in the governorate
wide expansion in Assuit. Some project training will be
carried out by the [OA Training Dapartment, Center for
Agricultural Management Development and other local
organizations,

N
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D. Summary of Social Soundness Analysis

The analysis examines the project's compatibility with the
sociocultural environment into which it will be introduced, the
social ccnsequences, benefit incidence and potential spread
effects. The initial estimates of social impact are positive.
The full social soundness analysis is found in Annex 7.

Where there is real and tangible movement on dismantling of
pricing policies and Crop controls, farmer receptivity to use
of new technolegical inputs will increase resulting in an
increased demand for credit. The flexibility brought about by
changas in P3DAC operations will enacle farmers to choose typas
and amounts of inputs and will add to farimer receptivity,
However, the policy reform agenda is incremental, and farmers
may initially be reluctant to change their production
technology. GOE implenenters LSt be prerared to continue
policy and administratcive referms, even if the initial series
does not result in an immediate prodiuction increase.

Even urder the reformed policy and alministrative structure,
project iznefits are not aarzneced Lo the poorest, Larger
farmers will have creater accers to credit, Lecause they are
better credit risks, To allow smalier farners access to
credit, the project will Introduce the SFPP mod:l in alrost
half of the villaca banks.

During the transition of inpat supply to the private sector,
farrers in reiote arcas with initially excessive inrgs
transaction costs will have to be prccected,  Additicnal

- fracturing of the extension service chould be minimized through
project implementation machanisms which help safequard the
integrity of the INES at least from the gqovernorate down to the
farm level,

The metamorphosis of the PBDAC into a more bank like
institution appears feasible but should be acconplished with a
reqard for previding alternative employment opportunities ang
training,

The potential spread effect for this project has been made
apparent by .the pilot SFPP cffort. Those elements which
contributed most to this effect must he identified and
incorpcrated into the new project, Information reqgarding tnhe
extent of private enterprise involvemrent in the agricultural
sector is not readily available and would be useful to project
staff in planning and m2asuring the impact of their private
sector initiatives, The increased availability of rural
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agricultural credit is expected to impact favorably upon women,
as will the improved efficiency of Bank operations (i.e. with
training, data processing, etc.).

E. Environmental Considerations

The purpose of this project is to assist the PBDAC to improve
financial services (institution building) while encouraging
derequlation of agricultural production and tracde through
policy reform. The project will provide US dollars to cushion
the effect of policy reforms as the GOE provides the required
additional loan capital to the PBDAC system. Additional US
dollar contrinutions will be provided for technical assistance,
training, evaluation and minor amounts of comodities
(vehicles, conputer and offic2 equipment). These do rob
include activities directly aifecting tne environiang;
therefore, an initial environmental examination is not required,
(exception 22 CFR 216.2 (c) (2) (1) (x)).
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V. FINANCIAL PLAN

The Agricultural Production and Credit Project will be jointly
financed by AID and GOE. AID will provide a grant ef $123
million, and the GOE will contribute LE 150 million over the
seven year project life. The project consists of two basic
elements. The capital component involves $100 million in USAID
performance payments and LE 135 million in GOE capitalization
of PBDAC. The funding arrangements and monitoring mechanisms
are discussed below. The institution building canponent
involves $23 millicn in USAID and LE 15 million in GOE
funding. This cor onent provides technical assistance,
training, and equipment over a 7 year period to strengthen the
institutional capacily of PBDAC. Cost estimates and financial
plans are presented in section C below.

A, " Funding Mechanisms

The GOE has developed a structural reform program which
includes the framework of a more detailed plan for the
agricultural sector identifying major policy changes to be
implemented cver the next three years. On an annual basis, the
GOE w.d USAID will discuss the up-coning year's progran and
review the implementation and impact of the previous steps.

The bulk of project funds (5100 millicn) will be dollar
dencainated performance payieats to support the GCR's pregram
to move agriculture towards a frece mavket structtre and will be
transferred in tranches bused upen implementation of aqgreed
upon changes. One indication of parfcrmance will be the GOE
m2king at a mininiun the equivalent local currency availabie to
capitalize the Principal Bank for Development and Agricultural
Credit (PBDAC). Conversely, the amcunt of funds released by
the GOE to capitalize the PBDAC will be determined by the
Bank's need for additional capital and loan funds to assurc a
sound lending proaram and financial viability.

It appzars that there will be enouch demand for small farm
loans to assure that funds provided by the increased GO=
capitalization of PBDAC will be loaned at the highest allowable

interest rates. A review of current SFPP experience indicates

no difficulty in lending funds at the highest allowable
interest rates for amounts no greater than $5,000 per loan., In
1985, 27,000 loans were made by the 38 SFEP village banks,
which represents an increase of 34 percent over 1984. More
than LE 19.5 million in loans was disbursed, at an average of
LE 800 per loan.

Extrapolating these tigures over the three vear policy
-performance period and assuming only 80 of the project's 350
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village banks are brought into the SFpp program (a very
conservative estimate), the credit funds required to meet the -
expanded demand for loans of less than $5,000 would exceed LE
300 million, which is far in excess of the LE 135 million made
available through the performance payment mechan%sm.

B. Monitoring Utilization of Egyptian Pounds Associated
with the Performance rayments

Under APCP, one of the criteria for performance payments
disburserents will b the provision of additional GOE owned
capital to FEDAC at least equivalent to the amount of
performance paymznts. This will be in the Form of retained
earnings or direct capitalization. Increased capitalization
will allow PBDAC to expand lending to the agricultural sector,
particularly =mall farmers and businesses supporting
agriculture, {Under APCP, the project will review pound lending
made at the interest rates specified in the Grant Agreement
(highest prevailing rates permitted by the central bank for
each type of lending activity) to asseces whether increased
funds are 2ing made available to auell farpers and husinasses
and if subsidized londing proyrams are decreasing. At a
rmininum, future perfommance disbursements will b2 conditional
Upon a matching increase in the amount of- funds »zing made
available to small farmers and businesses at theso.- nigher rates.

The project will develop and instail MIS/accountii g syst
PBRAC headquarters and 350 village hanks to clecoiTy and
monitor loan activities Ly type o1 borrower., a Suatlar loan
classification system was used by SFPP, but it was only applied
to project loans and thus brovided little informabion about
borrowers under the Bank's regular lending program. Under
APCP, CFPP lending and classification procedures will be
applied to the entire village bank portfolio, and MIs reports
will provide a much iore accurazte profile of the Bank's
clientele and lending activity to small farmers and rural
businesses,

Concise classification and monitoring ¢f loan activities will
help to keep project funds focused on small farmers and private
Sector agri-husinesses, and detect any diversion of nen-projec
subsidized Bank funds to large farmers. ©Under SI?P, the
project made a capital grant of almost $ 26.5 million which wag
used directly as loan funds. These were used in 1985 to make
over 50 thousand loans to small farmers and rural entreprenaurs
at non-subsidized interest rates of 10 o 14 Percent. However,
during the same period the lending at subsidized rates for
poultry and livestock project expanded dramatically. 1In
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1984/85 alone, LE 600 million was lent at an effective 8
percent interest rate to larger farmers. Under APCP, the
project will look at the amount of capital funds provided to
the Bank, the amount funds borrowed against that capital, and
the uses and interest rates charged for those loan funds.

Under APCP, AID will receive several additional types of
information on PRDAC's expansion of lending. Current pepac
reporting systems provide information on purposes of loans,
Lepayment rates, interest rate incoma and subsidies, and number
of borrowers by farmsizo. (See Tables attached to Annex 7-A,
Administrative and Technical Analysis.) Also available are
PBDAC credit limits Ly crop and by type of loan. This
information will provide a baseline for estimating current
ending to small farmers. In subsequent years, updated
information ¢an be used to evaluate change in amount and
interest rate charges on loans to small farmors,  For exanele,
if seasonal Crop loans expand by LE 300 million as fertilizer
subsidies are phased out anp? 93 percent of PEDIC's 2.95 million
borrowers are spall farmers, then an estimated 2.75 millian
farmers received LR 279 million. Data on interest income and
Subsidies can also be used to estimate average interost charged
for difterent types ¢f loans and docunent tread in interest
rates,

Early in the implementation process, these existing systems can
bhe mdified to provide better information to PEDAC management
as vell as AID. For example, a classification for Lbusiness
lending and interest -income can L2 added. Loan regulations on
collateral for otcher types of lending can bz reviewed to see if
the small farmers are eligible for these types of loars and
which typas of loans are mada at project interest rates,
Although PRpac keeps data cn loan volume by term and purpose,
the Bank does not: Keep inform:=tion by size of loan. Data frem
the PBDAC and governorate banks can be used to develop a
partial profile of leans by size and term. This information
will permit a better estimation of the number and Size of
farmers being served through PBDAC's mzdium term portfolion,
This information will be very useful to PBDAC management in
developing improved internal loan quality evaluation procedures
and provide AID with important baseline information on PPDAC's
clientele to assure AID that PBDAC is expanding lending at
closer to market interest rates and that funds are reaching
intended beneficiaries.

C. Cost Estimates and Financial Plan

Detailed budgets are included for project funds that will be
disbursed according to traditional reimbursement mechanisms.
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roduction & Credit

UsAID GGe Project Tolal
t { —4
| LE Totel | Equiv (D) @ i USAID + GDE I
! % % Equiv * I 1 = LEL1.35 ] $ Equiv 1
! ! LE s i 1
et O ! = i !
1. Technical Ascistance i (A (B (A)+(B) | {C) (D) 1 (A)+(B)+ (D) [}
{ 1 I !
Short Toern 1 700 - 700 - - 1 700 !
Leng T-: ) 7,200 - 7,2c0 - - | 7,200 1
Project Support i - 1,700 1,700 1 720 533 1 2,233 I
I i } I
Subtotal . I 7,900 1,700 %,600 750 533 1 10,13 [}
I ’ i 1 !
2. Training ! i ! I
———————————— ! 1 i !
Nen Leocal, Nen Pegree i j<{ote] - . 200 - - 1 800 [}
Lozal ! - 2,L00 2,500 | 4,060 3,007 | 5,507 1
it OO 1 | == [}
Subtotal ! aco 2,500 3,3GC0 i 4,050 3,007 1 &, 307 |
I i 1 I
J. Commoudities 1 i 1 !
—————————————— I ! ] !
Computer, Preparation I Z,000 1,0C0 4,C00 ) - - 1 4,000 1
Vihicles ! [2}ele] - 8CT | 1,700 1,257 | 2,059 I
Spare Parts A § 7S - 75 1 - - i 75 }
Office Equipment, Suppli! 1,196 125 1,325 1 626 612 | 1,937 i
== el | -1 !
Subtotal ! 5,055 1,125 6,2C0 | <,3248 1,871 8,071 I
i f I 1
4, Services ! i [ !
———————————— 1 1 ] [}
Maintenance ! - - - 1 &0 a4 | a4 |
Refurbishing i - - - 1 230 170 1 170 1
Repair } - - - 1 2,804 1,529 1 1,929 {
Incent ives I - - - 1 1,CCOo 741 1 741 1
Evaluation and Audit 1 700 <Q9 00 | 600 593 1,493 !
- ’ e | — - I 1
Subiotal ] 700 200 00 | 4,554 3,477 | 4,577 !
: H ! 1 !
Preject Subtotal ! 14,8465 5; 335 20,0600 1} 12,0¢¢C 8,889 i 23,889 !
I } [ '
Inflation 1 - - 1,000 =,Ca0 1,511 1} 2,511 [
Contingency H - - 2,000 | 1,200 asz | 2,889, i
+ { ——- —
Project Total I - - <I,0Ccn 15,250 11,2239 1 34,289 I
i i i 1
6. Capita’izaticn ! - - - I 123,000 100,000 1 100, 000 1
’ i . i ! A |
7. Policy Per fernance f - - 100,000 - - ! 200, 000 I
" Il } ]
8. Grand Total I - - 122,000 150,249 111,289 | 234,289 1
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Table 3. Projectec Expenditures., GOE Funds, (Lg 00C), by Year, for Agricultural Froduction
2nd Credit. Project (263-0202), Egypt, 15854

I Year 1 | fear 2 1 Year 3 |  Year 4 I Year 5 | Total I  Suggested
i 1 i 1 I I : 1. Funding"
i LE I LE ! LE I LE [ LE } LE 1 LE
| —— -] —— e i | ——— I t-- I
{ I i ) ] i }
Technical Assistance ] 144 } 154 | bR 2 144 | 144 | 720 i 720
Tr‘aining i 358 | 35S 479 | 935 | 1,933 1 4,070 i 4,060
: | I ) H ! 1 !
Cammodities i i | I i ! |
! ] | § | } !
Vehicles | 345 | 343 | 343 | 345 | 3535 1,725 } 1,700
Cffice Supplies H 272 i 112 i 112 1 165 | 165 | 828 | 8246
! ] } ' | { I I
Services ~ | ! i i ! ! {
! i i } | t . !
Maintenance i i2 1 20 21 12 12 1 &0 i &0
Refurbishing 1 120 | 6 1 SO i - i - I 230 I 230
Repair ] BS4 T=E0 ) 350 1 323 ¢ 5251 2,604 | 2,604
Incentives | 200 | 200 | 200 1 200 | 2CC | 1,000 I 1,000
Evaluaticn | 160 | 160 1} 1&C 150 | 160 | 800 1 BOO
I I 1 i } i [
Project Subtotal ! 2,475 | 1,728 1 1,882 1} 2,456 1 3,484 | 12,035 1 12, 000
| . | i i "1 - | . \ ]
Inflation 17% i K21 1 294 | 315 | L24 | S92 1 2,045 - ] 2,050
Centingency 10% 1 243 1 173 1 18s | 2Z0 ] 333 1 1,204 | 1,200.
t : ¢ s 3 + } "
Preject Total i T, 143 | 24195 | 2,3C2 1 3,170 | 4,425 | 15,284 i 15,250
I . ] I ! . | | I N .
Cummulative Total 1 - ! 5,338 1 7.550 1 1C,860 | 15,2849 1 15,284 I
} I i 1 } | 1 .
Capitalizaticn H 39,150 | 27.0C0 ! 27,000 27,0C0 | 14,850 | 135,000 I ~_ 135,000

LW
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These budgets were developed with information from the USAID
Controller's Office, SFPP project budgets and studies completed
under SFPP. USAID funds will be used to pay for performance
payments, technical assistance and project support, overseas
training and a portion of local tiraining costs, computers and
site preparation, vehicles and spare parts, office ‘equipment
and supplies, and evaluation. GOE funds will be used for
capitalization of the Bank, local technical assistance, a
portion of local training, vehicle maintenance, locally
purchased equipmeni: and supplies, renovation of training
facilities and village banks, and incentives. An inflation
factor of 17 percent for GOE funds and 5 percent for US dollar
funds was utilized. Anticipated appreciation of the dollar (12
percent) and allowance for US inflation (5 percent) offset the
stimated GOE inflakior rate. Local currency costs in the US
dollar budget which will be converted to local alrrency are
shown under training, technical assistance, canputers, and
office equipment: and supplies,

D. Recurrent Cost Analysis

Recurtent costs of the project are minimal. %he 5100 million
in perfomnance payments and LE 135 million in capitalization
are owned by the GOz, and g¢rnerate no costs so long as they are
vroperly invested. The §$23 million technical assistince and
Lrainine budget is heavily concentrated in non-racurring
elameris such as procurerant and installation of conpikers,
design of managament information systans, and intensive
training of staff. ‘The most important recurring costs will he
for continuous followp kraining, and mainterance of conputer
hardwarc and motor vehicles, These costs will e offset by the
increased efficiency of loan disbursement and recocd keeping.

No additional personnel are to be added to GOE cr local
government organizations by the project. Many new positions
will be created, particularly at the village baik level, but
personnel will ba recruited fiom those displaced b the PRDAC
cucting back its iaput distribution function. PRDAC nresently
pays incentive bonuses to its staff and village bank teams, hut
the anticipated financial burden is inconsequential in relation
to projected cost savings and new revenues retained. Loans
under this project will be placed at rakes considerably higher
than the present subsidized rates. Since the profits on loan
operations are to be retained by the PBDAC rather than
forwarded to the Treasury, the minor increases in operating
costs will be easily covered.
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VI. IMPLEMENTATION PLAN

On the policy level, the key project implementation process
will be part of the the Mission overall policy dialogue and
support to the GOE economic reform program. Disbursement of
dollars made under this project to support this policy process
are described below. On the technical side the project will be
implemented by the PBDAC. The Bank will cooperate with otherg,
i.e., the Mational Extension Service, private enterprises, and
the FOA to ensure that the project meets its objectives.
Implementation of the technical component is described in
section B bhelow. Within AID, the Agriculture Directorate will
have senior responsibility for project management,

A. Policy Reform Hanagement

As discussed in section I1IT and V, incremental disbursement
will be managed as part of the overall dialogue process. The
perfornance distursements made undar this project will support
that process., The annual review of policy reform and program
Performance will work as follows:

1. In Year 1, the MOA, USAID, and PBOAC will meet
prior to disoursement of performance funds and decide:

What steps will or have been taken which constitute
implemzntation of agricultural reform for puiposes of Year
1 fundirg, Spacific bench marks or targets will Le
identified. 1In addition, they will agree on how much
additional funding will be provided PBDAC to run its
higher interest rate programs and how these'funds will be
monitored and reported.

What policy benchmarks will trigger Year 2 funding., These
will be assessed at the end of Year 1.

2. After agreement is reached on agricultural reform
achievements above and GOE funds are made available to PBDAC,
USAID and GOE will sign a payment agreement and USAID to
transfer the dollars to the GOE as a parformance payment,

3. Throughout the year, regular consultations will
be held as part of the rolicy dialogue process with the }NCA,
PEDAC, the llinistry of Cabinet Affairs, the Ministxy'ofvSupply,
and others to assess progress in agricultural reform.

Technical assistance for evaluation of reforms are provided in
the project budget under evaluation,
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4. At the end Year 1, for the purpose of approving
Year 2 funding the MOA, USAID, and PBDAC will meet and assess
progress on mutually agreed benchmarks and review PBDAC reports:
on loans in support of the reform program (at higher interest
rates), estimate demand for capitalization in Year 2, and
specify benchmarks for Year 3 funding.

This then becomes an annual process,

B. Managzment of Technical Component

1. USAID Project Management Responsibilities

The Agricultural Credit and Economics Office (ACE) of the
Directorate for Agricultural Resources (AGR) is responsible for
project management. A UsD Agricultural Development or
Economic Officer (Backstop 10) will be assigned as Project
Officer and will be assigted by:

A Project Manager designated to oversee ang monitor the
PBDAC policy reforms associated with thé project.

A Project lanager desianuted to administer all procurement
matters requiring Mission clearance, for technical
ascistance, training, commodities, and services,

Additional Mission assistanco will b2 provided as needed by the
Offices and/cr Divisions of Project Support, Finance, Legal,
Contracting, Training and Programs (DPPE). A standing project
committee may be consulted tc provide additional implementation
guidaiice,

Implementation will be in accordance with Mission Orders and
all Handbook procedures. The Project Officer will be
responsible for presenting financial and progress reports for
review by the USAID Project Review and Executive C-umittees as
scheduled. '

Project evaluations will be implemented with AID direct
contracts. Small business and minority firms (8-A) will be
utilized to the maximum extent possible, Also, initial project
activities prior to awarding the project host country contract
may be awarded using section §-A contracting procedures.,

2. GOE Implementation Pesponsibilities

The agricultural credit element of the project will be
implemented by the PBDAC. The Chairman of the PBDAC will be
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the Project Director. Day to day activities will be managed hy
a GOE Project Manager who will report to the Chairmen and have
responsibility for coordination with the extersion service,
preparation of reports to PEDAC and AID, management of
administrative support, and leadership of the total project
team with the assistance of the contractor's Team Leader.

3. Contractor Responsibilities

All of the project activities not reserved for implementation
by NSAID or completed prior to arrival of the technical
assistance contractor's team will be implemented through a
single host country contract with a private firm, consor tium,
PVO or other crganization experienced in the development of
agricultural credit institutions.

The prime contractor's team will be composed of an eight person
core group as follows:

a. Team leader

This should be a senior person with extensive experience in
credit planning, managzment and banking operations. The Tean
Leader will provide technical knowledge and leadership tc the
project and team. He will manage the tewn members, working
with the appropriate PBDAC Managing Director and their staffs.

b. Personnel/Training Specialist

A managzr erparienced in running a large banking institution
will be needad to assist the Bank in assessing actual parsonnel
needs and developing personnel management plans. A strong
background in training is also required. Experience under
SFPP has shown that there are a number of lecal resources which
can be effectively used to develop training programs.

c. Credit Specialist

At the district and governorate levels, improved loan
evaluation and feasibility studies should lead to an
improvenent in repayment rates.

d. Quality Control and Loan Classification

Specialist

Simplified quality control systems have been developed under
SFPP, but the Bank will need to develop additional

a



& 38 -

sophistication as the loan portfolio expands. This function is
closely associated with auditing which also needs strengthenin~
and .reorganizaticn.

e. Management Information (MIS) and Accounting
Systems Specialist

This person should have the extensive technical expertise and
strong management background necessary to coordinate the
efforts of other team members, short term consultants and host
country nationals. Local canpiter technicians are available
and will be utlllzeo to initially manage computer oparations
and train Bank emplo;ees. Training in the fundamentals of
compiter science is also available locally.

f. Finance, Planning and Budgeting Specialist

This person will achﬂ 5 capital and finance management to
maximize funds usage, assist in fiscal planning for lending to
support the policy reform program, assessient of capitael needs,
and improved budgeting to provide benclmarks to monitor
oparating costs.

g. Business Lending Sgnc*allst

This specialist will nan the Bonk develop impreved methods of
loan appra::al evaluation of loan perforiance, and banking
services for businesses serving agriculture. This perzon will
also work with local business councils to ldentlly policy and
requlatory changes nceded to create an en\lronmen conducive to
private enterprise.

h. larketing Systems Davelorment Sprcialist

This person will work with the Bank and private companies or
associations to identify business and investment oprortunities
in distribution and marketing., Coordination with the research
and extension agents may make possible the introduction and
development of crops with export potential,

The team should have technical skills as well as bread
manageme:t experience in their areas. Nearly 20 parcent of the
technical assistance budget is allotted to hire local expsarts.
SFPP has successfully used local technical experts in training,
computer science, and accounting. Expanded utilization of
Egyptian consultants should broaden the impact of the core
technical assistance team, facilitate communication and hasten
design and implementation of programs. The team will be based
in the PBDAC headquarters in Cairo.

< N
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4. Background and Strateqy for Project Implementation

APCP is a follow-on project, and its implementation will be
greatly facilitated by the existing systems and experiences of
the predecessor SFPP, which has already developed viable
systems in 3 governorates. The precise manner of implementing
the project in its 11 governorates depends on arrival of the
technical assistance team and finalization of detailed plans,
Revertheless, the experiences of SFpp provide some broad
contcurs and directions for implementation of APCP,

a. Expansion of SFPP systens

SFPP now covers eighteen village banks in Sharkia and Kalubeya
and has recently expanded governorate-wide in Assuil. &Fpp
originally received little support at the PBDAC and BDAC
levels; in effect, the project team rather than Bank anployees
supervised village bank activities directly. 'The purpose of
the Assuil expansion is to develop follow-up syshtems within FMOA
and the PBDAC to use as a model for obher governorates.

Carefal evaluation will he needzd to assess this effort,
particularly in maintaining the quality of extension and credit
systens,

Under SFPP, the lechnical assistance contractor worked in three
governorates and increasincly with PBRDAC'S Cairo headquariers,
In November 1984, the GOE issued a decree authorizing expansion
of SFPP systems Lo an additional eight governorates. ‘he’
technical assistance team assiztod PEONC in ceveloping SUep
courses for these governorates. The introductory training
courses have baen used for over o vear, bul implementation has
been slowed by the ahzence of SEPP follow-up procedures for the
Bank's regqular supervisory structure. During the SFpP

. governorate-wide expansion in Assuit, the project developed
training courses for all levels of Bank personnel. Undar this
project, the GOE will continue to support expansion in all
eleven governcrates. First priority should te formation of a
team in PBDLC to supervise instituticnalization cf the SFPP
process in the governorates on a full time basis.

The Technical Assistance team will suppert this effort, kut
concentrate on development of additicnal, new programs. In
each governorate, a cone of top and middle level employees is
needed to supervise implementation at the district and viliage
bank level. This will greatly facilitate more rapid expsnsion
during the later stuges of the project. The decision to expand
governorate wide will depend on the degree of coordination
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achieved between the Bank and the MOA and required leadership
commitment to implementing’an intensive training program, te
changing established ways of operating, ‘to carrying out
aggressive follow-up and supervision,

There are 321 village banks in the eleven governorates included
in APCP activities. Although the purpose of SFPP was to
develop pilot systems, by the end of project SFPP will have
been extended to 74 village banks. The groundwork for project
activities in the eight additional governorates has been laid;
thus it appears feasible to extend the program to approximately
350 banks during the next five years,

buring the first 4 years of SFPP, technical assistance teanm
merbers trained village bank personnzl personally or during
informal training sessions. Under this project, technical
assistance team mambers will vork with Bank officials to
identify reeds and solutions and begin to develop training
programs ac an early stages. Graduate level cources for middle
and junicr level managers in management, financial analysis and
other areas will be used Lo give Bark personnel a better basis
for undzrstanding project activities.,

b. IS/Accounting Systems

The lanagement Tnfeormation System has two aspects: typ2s of
information necded by Lop management, and speed. In nmany cuses,
¢ven the manual systems that the Bank has are rot set up to
provids manager:at with the Lypes of information needed. 75 a
first step, a profile of managznent informacion nezds must be
developed and prioritics assigned. In those cases deanad
critically important, changes in the accounting system will
have to b2 designec even within the cunbarscne manual system,

In the longer run, the accounting sysihem will have to be
redesigned to facilitate use of computers to provida timely
information to management. An analysis of the Bank accounting
system hias been cempleted under a Canadian project prepazakory
to developing a conpiter proposal for the Bank; however, it did
not incluce recomnendations to improve and streamline Bang
operations, only a proposal for computerization of the existing
system. The job of redesigning the entire PBDAC accounting
system is obviously an enormous undertaking, a project in and
of itself. The Canadian threc perszon team needsd wmore than a
year just to document the existing system. Under APCP, a [ow
high priority areas will be targeted and short term teans
brought in to get a design conpleted.  Those teams will work
with the contracting MIS/Accounting speci-list to ensure
consistency and continuity.
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A number of proposals have been made on the subject of
compiterization at the Bank. Using this data, SFPP consultants
recommended that the best arrangement would be use of
governorate level minicomputer centers. The condition of
district and village banks combined with fluctuating power
sources and the expense of such a system makes complterization
below this level impractical. Streamlining the current system
at the village bank level and bypassing the district bank
manual system will be a considerable improvement and make
fecdback of analyzed data to the district and viilage level
banks.,

While the original SFPP project paper and amendment recognized
the inefficicncy of manual accounting systems, little pregress
was possible without the current broad, top management

support. The Bank has now hired its own MIS/Accounting
Spzcialist, to work with Lhe technical assistance ~ontrector to
implerent a pilot program in Kalubeya and PRDAC to procuns and
analyze SFFP lean accounting systems. Training has begun and
new accounting systems for loans developed. As soon as
harduare is received, testing can begin.

c, lManacsment Control

Improved, strengthencd nanagement ceontrol systems were a
priority acca identified by Dank managemant during the desi
process.  Principal areas targzted aze internal control and
supervision, budycting, auditing <nd financial analysis of Bank
performance. During its governorate wide cupansion in Assuit,
the SFPP hasc ben training Bank personnel in new methods of
control and follow-up to ensure that new methods of loan
evaiuation are used correctly. Project parsonnel have also
becun working with the Financial Analysis department of the
Bank. Thus the SFPP team has ouly recently lx2gun to address
broader issues cf Bank managoincint, but expects to nake
significant progress during the remaining year of the project.
Overlap between tile technical acsistance teams will be
extrencly important to provide continuity and avoid loss of
momentun,

d. Personnel Managorment and Training

Erri> has been working intensively to develop training courses
in project systems for all levels of Bank personnel. By the
end of the project, these courses should have baen well
developed and tested. Bank and project personnzl are now
working on a detailed training plan to achieve the APCP proioct
goal of expanzion to 350 village banks in 11 governorates.
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APCP's broader goals include development of an overall needs
assessment and training program for the entire bank. This is.a
formidable task since the Bank employs more than 35,000 people
in its Cairo headquarters, 17 governorates, and 6 branches.

The project is best addressed on a sector and governorate level
to incrementally meet the project objective. Bank management
began a process of goal assessment and organizational
develcpment as part of the APCP design prccess. The Bank would
like to continue this as soon as APCP funds are obligated.

This process could greatly facilitate continuing work under
SFPP and inplementation of the new project and should be
supported.,

e. Businesy Lending and Development

Since work in this area began in Spring 1985, a surpricing
amount of pregress has been made.  The Rank is considering
discontinuing its role as a machinery distributor. SFPP has
supported an evaluation of the Bank's relationship with
machinery distributcr and is prepared to assist the Bank's
clients in setting up their own machinery distribution systems
that would provide Qemonstrations and after sales services to
farmers. The Rank has requested proposals on inproving large
loan evaluation and quality control and is interested in
develeping better methods of working with Lusiness clients.

L. Linkages te fechnolony Transter

The SFPP model provided a viable and ef factive means for
linking technology transfer fran a broad range of sources,
including the National Extension Service, input suppliers and
village banks. The project will work through the regqular
supervisory structures of the N&S and other governmental
agencies to provide training and follow-up at the village
level. The i0A and PRDAC will cooperate to provica:

Village teams consisting of extension workers, financial
analysts, and other specialists {ren the Ministries of
Agriculture and Irrigation and the private sector to give
farmers tested technology;

Linkages to researchers, public and priv.'e, and village
bank teams to provide training and information;

4



- 43 -

*  Technology packages adapted for local conditions;

* Training to teams in appropriate methods of working -with
farmers and new technical skills;

* Performance based incentives

* A mechanism for local farmers to participate in
determining technolegical priorities,

In addition, the Bank will provide loans for the purchase of
motorcycles and an allowance to cover the monthly costs of
gasoline and maintenance. Incentive payments for Gog research
personnel will be available from GOE source project funds fram
that project.

The akove discussion highlights the continuity between SFPP ang
APCP, Careful assessment of the pregress made under SFPP will
b2 needed by the ApPCP techinical assistance team in order to
maintain momentum and overlap botween the two teanms should be
an important priority. USAID has a major opportunity to
acnieve the project goal of deregulating agriculture at the
level of the Bank if preoject managament aggrassively backs up
the technical assistance team and continues to discuss how
policy concerns can be operationalized in pupiC.

C. Inpleomentation Schedule

The following provides a preliminary action plan for the
initiation of activities leading to the accorplishiment of
objectives in the areas of:

*  Technolegy transfer and institutional development
*  Rural financial services
*  'Policy reform nanagement,

The plan gives major benchmarks for monitoring. The key
benchmarks and schedules will be further refined and expanded
for each of the broad activity areas outlined above. The
review and modifications of the Implementation Plan and
Schedule will occur three ronths after the long term Technical
Assistance contractor is in country, and yearly thereafter,

The operational plan provides for contracting a small (2-4
person) pre-project mobilization team and sufficient
administrative Support to initiate project activities and carry

g“
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out general studies and training in preparation for long term
technical assistance. The interest is in maintaining the
momentum and initiating necessary pre-project general _
activities i.e. developing scopes of work and organization and
training needs assessment of key areas.

Initial gensral project actions are listed below in tabular
form., A flow chart rortrayal of implementation benchmarks is
presented in Annex 7-H.

9/86

10/66 .

11/86

12/86

C1/87

6/87

Project Paper Approved

USAID Project Officer Assigned

Grant Agreement Signed

Project Diroctor and Suppert Staff Appointed
by GOE/IOA/FBDAC;

Initial BILs signed;
J

Initial Cp's satisfied;

- Preparation of PIO/T for Mobilization Zeam

(PEHT)

Selection of PPIiT to Assis: With Initia}
Project Zctivitics

Arrival of Pre-Project llobilization Team
Preparation of Policy Reform Honitoring Plan

Preparation of Go= Capital Fund Use Tracking
Plan

Assessnient of PBDAC Capital Structure R=qun
PBDAC/NES Extension Linkage Completed

Organizational and Training Needs Assessment
Bequn

Policy Reform Monitoring Plan Completed
First Policy Reforms Evaluated
Procurement Services Agent Contracted

Bridging TA Contracted



1/88

3/88

6/88

10/88
5/89
10/90
5/89
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Organizational "and Training Needs Assessment
Completed
RFTP Completed

Project Monitoring and Evaluation Plan
Campleted '

Vehicles Orcdered

RFP's Solicited for Project

Honitoring and Evaluation Contracted
Review of RFP's

Selecticn of Contractor

Preparation of Contract

TA Sclected

TA Contracted

Venicle Repair and Maintenance Contracts
Awarded

Receipt of Vehicles

Sacond Policy Reforms Evaluated

Team Leader Arrives

TA Team Arrives

Implementation Plan Finalized

Second Year Performance Objectives Finalized
Policy Reforms Evaluated

Policy Reforms Evaluated

Policy Reforms Evaluated

Project Evaluation Team Selected

Policy Reforms Evaluated
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'9/90 Project Evaluation Received (2 yr)
10/90 Policy Reforms Evaluated

5/91 Policy Reforms Evaluated

10/91 Policy Reforms Evaluated

5/92 Baseline Evaluation ~ Policy Impact
16/92  Project Evaluation (4 yrs)

5/93 Final Evaluation (6 1/2 yrs)

6/93 Project Audit

9/93 . Project Cloceout

D. Procurement Plan

Procurement of guods and services for the project will ke
divided into two stages., The first stage i1s a pre-project
mdobilization period during the initial 18-24 months following
approval of the project aareem:nt.’ The sccond stage consists
of the subsequent 40 month pariod prior to PACD on Sentember
3C, 1993.

The felloving section outlines the procuremzint requircinents for
each conponent of the project by responding to the follcving
guestions:

- What to prccure?

- How to procure?

- Justification for mode of procurement selected.
~ Who will procure?

= From vhom i1l the procurement be?

- When will the procurement take place?

= How much is th2 procurement value?

Each of these questions will be answered for each of the
project elements, sequentially, below.

1. Item: Technical Assistance/Pre-nroject
Mobilization Tean

Consists of 18-24 months technical assistance of a
pre-project robilization team (PPMT) to prepare:
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Background information to enable preparation
of Scopes of work for long term TA;

Assistance in preparing technical proprsals
(RFTP's) for above;

C. Review and evaluation procedures for above;

d. Orientation plan and actual orientation for
long-term TA;

e, An assessment of training needs, local and
non-local, and an implementation schedule for
sare; ‘

f. A comnodities procurement plan, list and
specifications for initial (2 years) projact
needs, U.S, and local shelf;

g. Above items (b & c¢) for short-term consultant

. technical assistance;

h, Above iteis (b & c) for local trainirg
contract;

i. Above item (f) for 52 project vehiclas,

tode:

a. AID Direct Contract, or

b. Host Country Contrect (HCC),

Justification:

a. Mission preference for 8-a minority firm;
procedure for contracting is more timaly to
ensure rapid project start-up; or

b. o 8-a firn may wish to contract for work
which would constrain their opportunity to bid
on larger TA contract, and
GOE may object to reasonablencss of fee;

Agent:

a. USAID/IS/CS; AGR/ACE will write PIO/T; or

9{
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b. PBDAC;

USAID will prepare SOW;

PBDAC will write tender;
- AID will review and approve and issue CBD:

- PBDAC will receive, review and select from
among most responsive offers;

~  PBDAC will negotiate anﬁ award contract;
- AID will review and approve ccntract;
- AID will issue direct L-Coms.

Source:

a. Small Business Association; or

b. Any U.S. or PL 43 firm.

Date: Months after PROMG:

a, Two nonths; or
b, 8ix months,
a. 45 person months or $7:40,000;

b. Same as above.

Item: Technical Assictance/Long-Term/Bridging

Consists of 12 menths technical assistance to
bridge gap between SFPP and APC long-term TA
arrival, to continue essential SFPP technical
assistance between 7/87 (SFPP PACD) and 7/88 (eda
for APC technical assistance).

Hode:

Host Country Contract (HCC);
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Justification:

Technical assistance for SFPP is currently
contracted through HCC mechanism with a US .
contractor. This SFPP contract would be amended
to extend selected current TA contracts essential
to smooth transition ‘to new project.

Agent:

4DAC (See Item l: Agent: lb, above, .but modified
for predominant capability).

Source:
Current SFPP contractor,

Date:

Three to four monthé.

Up to 120 person months or $1,600,000.

Item: Technical Assistance/Short Term/Consultants:

Consists of 45 person months over a 7 year pericd
to provide technical assistance for discrete tazks
identified by project lnanagement, e.g. MIS
work-up, or private sector expansion of input
supply, etc.

Mode:

dost Country Contract (HCC) with entity or
institute using a work-order or IQC type
arrangement to access experts in broad range of
specialties related to rural finance and credit
systems;

Justification:

PBDAC is experienced in HCC contracting procedures;
Agent:

PBDAC (See Item 1: Agent:lb, above);

AUEN
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‘ORULcCe:

Any U.S. supplier;
Date:

Four months;
Value:

$700,000.

Item: Technical Assistance/Long Term:

Consists of 360 person menths of long-term TA,
from month 21 thrcugh PACD (a 63 month period).
Scopes of work to be developed by USAID with
assistance frem the Pre-Project Mobilization Team
(see above, Item 1, and above, The Contract Team) ;

Mode:

Host Cohntry Contract;

Justification:

Same as above;

Agent:

PBDAC (See Item l:Agent: ib, above) ;
Source:

Any U.S. supplier;

‘Date:

Should arrive in-country no later than 2lst month
(i.e. 7/88);

Value:

$,400,000.
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5. Item:Technical Assistance/Project Support:

Consists of LE 1 million worth of project suppory
personnel funds for administrative assistants,’
bilingual secretaries, messengers, drivers, etc.
Mode:

Host Country Contract;

Justification:

Same as above;

Agent:
PBDAC (see Item l:Agent: lb, above);

Any U.S. or PL 43 supplier;
In two phéses:

a. TO support Pre-Project Mobilization Team
(PPMT) during initial 18-24 months;

b. To support long term TA team through PACD.
Value:
LE 1,000,000.

Ttem: Training/Non-Local/Non-Degrees:

The scope of this training input will be developad
by the PRMI (see Item la, above) ;

Mode:
a. AID Direct contract with Ba firm; or

b. Host Country Contract;

5%
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Justification:

a.

b,

Sourca:

value:
a.

b.

Mission preference for 8a firm; ensures
rapid project start-up and ability to .
access critical training in early stages;
or

No 8a firm may choose to bid on contract
or GOE may consider fee to be unreasonable;

USAID/1S/CS; and AGR/ACE will write PIQ/T
with assistance from HRDC/T; or

PBDAC; see Item l:Agernt: lb, above;

Snall Business Association; or

Any U.S. supplier.

lz'months; or

16 months.

$800,000;

bame.,

'Item:Trainina/Local:

An assessment of training needs will be conducted
by the PPMT (see above, Item la) during the first
12-18 months of the project. The scope of the
effort and RI'IP will be written by the team (based
upon their assessment) along with other related
procurement documents.,

Host Country Contract (HCC);
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Justification:

PEDAC has experience contracting by this mode and
will wish to closely monitor training;

Agent:

- PBDAC; see Item 1: Agent: 1b, above;

Source:
Any U.S. or PL 43 supplier;
Date:

12 months;

value:

$2,500,000

Item: Commodities/Conmiters:

Computer hardware, software and training for two
PBDAC sites and 11 governorate banks will he
procurad, including LE 1,000,000 worth of sike
preparation calculated at IE 100,000 par site.
The MIS computer system is estimated ¢. $200,000
each, a very preliminary estimate, bu. based (o}

some consultancy work.,

Mode:

- Host Country Contract; this will be a part of the

Technical Assistance Long Term Contract (see
above, Iten 4);

Justification:

The long term TA team should play a role in
selection of the system most appropriate to their
perception of the PRDAC's needs, and corresponding
to their own background and erxperience; the
equipment and software must be compatible with the
TA best assessment of the host country rural
conditions; also the PBDAC is an experienced HCC
contractor, ' '

(A
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Agent:

PBDAC through the Technical Assistance Long Term
Contractor using procedure described above (see -
‘Item 1lb), although the exact technical .
specifications may be prepared under a short term
TA consultants contract;

Source:

Any U.S. or PL 43 supplier;

Date:

18 to 24 months;

Value:

$4,000,000

ITtem:Cerodities/Office Equipment:

This procurement consists of several packages
based upon the reploccient of manual accounting
practices in the village, district and governorate
level barks within the PBDAC system; it is a
phased procurenent tied to cupiansion of the
project throushout the 11 governorates; initial
procurcnent specifications vill ke uwvrlob-d by
the pre-project tean (see Ttwan 1, above) in such a
way that subsequen!. purchases are simply
repetitive, The total procuremanlt consists of:

10 calculators valued at $250 edch and
additional office equipient or furnishings
(valued at LE 1500} for each of 350 village
banks;

15 calculators and office
equipment/furnishings (as above) for each of
44 district level banks;

5 financial calculators valued at $100 each
for every governorate level bank (11);

25 financial calculators for each of 8 offices
within the PBDAC headquarters;
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Other electronic equipment or essential office
furnishings which may become apparent during
the assessment and preparation of procurement
specifications;

Mode:

Host Country Contract (HCC)

Justification:

PBDAC is experienced in HCC procedures;
Acgent:

PEDAC will procure these items through a PSa;
gource:

Any U.S. or PL 43 supplier;

bate:

A phased procuremant corresponding to expansion of
project throughout 11 governorates; hcwever,
initial purchase within 18-24 months of Proag
approvai;

Value:

$1,325,000

Ttem:Commodities/Vehicles and Spare parts:

Project design calls for a total of 52 vehicles
distributed as follows: 6 for the PBDAC and 2 for
the MOA headguarters, and 4 for each of the 11
governorates where tie project will b implemented;

The four veliicles at the guvernorate level are to

be allocated egually (2 x 2) between the PBDAC and
MOA personnel. The vehicles cannot be sedans, but

'should be suitable for visiting villages and

farmers fields throughout the rural areas. Ten
percent of the vehicle purchase value will be
ordered in spare parts, to be stored, inventoried,
and distributed by the project administrative
staff.

%
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Mode:
AID Direct Contract through IQC with a PSa;

Justification:

The procedure has proven more effective and
efficient than alternative modes for procuring
vehicles for projects in this country;

Agent:

PEA contracted by USAID/IS/CS on PIO/T prepared by
AGR/ACE based on specifications prepared by
pre-project mobilization team (see Item la, above) ;
Source:

‘Any U.S. or PL 43 supplier;

Date:

18 to 24 months;

Valua:

$875,000,

Ttem:Services/Evaluation:
L

Mid-term and final evaluations based upon base
line data prepared during project start-up under
separate funding (PPP/E Social Studies Project);
Hode:

AID Direct Contreact;

Justification:

Miscion preference for 8a minority firm and
outside contractor for evaluation;

Agent:

USAID/IS/CS; the PIO/T will be prepared by AGR/ACE
with assistance frcon PPP/E;
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Source:

Small Business Association;

Date:

At approximately 27 and 80 months;
Value:
$350,000 for each evaluation;

Item:Services/audit:

An audit is required for each prcject.

Mode:

AID Direct contract;

Justification:

Mission preference;

Agent:

USAID/RIG; hased on PIO/T written by AGR/ACE with
assistance fran FM and IS/CS.

Source:
Open
Date:

At 80 months, or 3 months prior to termination of
project;

Value:

$200,000

E. Fethods of Imwlenentation and Financing

Funds provided by the Agricultural Production and Crecit
Project will be used for performance pavirants for

~ capitalization of PBDAC and for a Host Country Centract (HCC)
between a U.S consultant firm or institution and PBDAC. The

Ixl
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performance payment and monitoring mechanisms are described .in
section V of this project paper. The HCC will be paid through
use of a Mission-issued direct letter of commitment. PBDAC has’
demonstrated the capability to efficiently advertise, award,
and meonitor contracts and to adequately examine contractors'
invoices in the process of providing performance <certification.

F. Evaluation

Because this project is the "cornerstone™ of USAID agriculture
sector strategv, we propose a comprehensive evaluation plan
which includes detailed coverage of policy reform bhenchmarks.
The details of the plan, including the mzjor evaluation
questions and data collection methods, are vresented in Annex
7F. The evaluation budget includes funds for short-term T.A.
to help establish specific annual benchmacks and to determine
timing of cvaluation activities.

1. Evaluation Objectives

The project has dual objectives: supporting the COE in
reforming agriculiure sector policies, and improving credit,
extension and inpul supply services to farmers.

a. Policy reforn obiectjves

At first, evaluation will emphasize verifying implementation of
sector-wide reforins, Later, the focus will shift to emphasize
impact on national agricultural production and productivity,
Major questions may include:

*  Does the agricultural reform plan address thz key
constraints to increased production ?

+ Is implementation of reforms on schedule ?
* . What has been the reforms' impact on farmers' access to
inputs ?
- on farmgate crcp prices ?
-~ on aggregate production ?
* Which reforms have stimulated production most effectively ?

¢ What has been their impact on rural incomes ?
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b. Improved Farmer Services Objective

Evaluation will emphasize effectiveness of project inputs in ,
strengthening PBDAC financial systems and in improving farmers?
access to credit, inputs and technology, ‘
Major questions may include:

* Has PBDAC implemented improved lending systems as planned ?

* Has the project led to improved technology transfer
systems, and are they working effectively ?

*  What steps is PRDAC taking to diminish its role in input
distribution and to expand the private sector's role ?

* Have project activities strengthened PBDAC as a financial
institution ?

* How has its loan portfolio changed ?
* Does PBUAC provide improoad financial services and access
to credit for farmers ?
~ For small farrers ?
- For entreprencurs ?

* Has the project led to expandad private sector input
distributicn ang marketing ?

‘2. Data Collertinn
Data collaction ang analysis methods will incluce:
*  Review of GOE announcerents and decrees,
MOA national agricultural statistics,
PBDAC firancial and input supply records,
Project reports;
*  Site visits ard informal interviews, and;
*  Special studies and surveys.
The Management Information System which the project will help

PBDAC put into place will simplify the analyses of the Barnk's
financial and input statistics and loan portfolio,



*  Rapid reconnaissance surveys to verify how policy reforms
are being implemented and influencing farmers.

* A survey to develop a baseline set of farmer profiles.

* Baseline and follow-up studies to observe expansion of
private sector activities.

* Studies to assess various bank services in participating
villages,

3. Data Analysis and Review

There are three mechaniens for reviewing this informacion:

a. 0Ongoing Policy Dialcque

USAID's dialegue with the gom will provide a forum for
discussion of important findings identifiea by project studies,

b. Annual Performanse Reviews

During arnual performancoe reviews, USHIED and the GOR will
a585es8s progress on policy benchmarks and 2establish kenchmarks
for the next year,

C. Midterm and rinal Bvaluations

These evaluations will look primarily at project effectivenuss
in improving farmer services. They are tentatively plaaned for
mid 1988 and for 1991,

4. Imlementation

USAID, PBDAC, the MDA, and T contract staff will jointly chare
data collection responsibilities, as described in Annex 7F.
For surveys and special studies, AID will contrack directly

with a U.S. Ffirm, possibly under an 8-p set-aside, working with

an Egyptian social research firm. Mixed teams of AID and GORE
staff and consultant experts will conduct the mid-term and
final evaluations,

The evaluation budget incluces funds for these external
contracts, as well as for technical assistance to help the MOA
analyze the impact of planned policy reform m2asures.

o
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VII. CONDITIONS, COVEMANTS AND NEGOTIATING STATUS

A. Conditions Precedent to Initial Disbursement

Prior to the first disbursement under the Grant cr to the
issuance by AID of any commitment documents under the Project
Agreement, the Grantee shall, except as the Parties may
otherwise agree in writing, furnish to AID in satisfactory form
and substance:

1. a statement of the rames and titles of the persons
authorized to act ac the representatives of the
Grantee, together with a specimen signaturc of
each parson specified in such statement;

2. evidence of progress in the implementation by the
Grahtee of policy reforms in the agricultural
sector*; and

3. evidence that increased capitalization of PBDAC,
in an aimount at least equal to the Egyptian pound
equivalent of the first dishbursement by AID, has
taken place cr will take place simultaneously with
tne first disbursement;

4. evidence that a ronitering and reporting system
has becen established to verify utilizaticn of ‘the
PBDAC capitalization funds in accordance with the
objectives of the project,

Notwithstanding the foregoing, technical assistance, training
and commodities may be financed under the Grant prior to the
satisfaction of the above conditionz 2, 3, and 4.

*Note: . During the negotiation of the Grant Agreement, both
parties (AID and the GOE) concluded that the substance of these
two CPs relating to policy reform (see also B.l cn negt paga)
could more appropriately be includzd in the Agreement, not as a
CP per se, but as part of an expanded definition of the
Project, in Section 2.1, elaborated in a Project Implemantation
Letter,

3
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B. Conditions Precedent to Additional Performance

Disbursements

Prior to each

additional disbursement, or to the isshance by

AID of documentation pursuant to which any performance
disbursement will be made, the Grantee shall, except as

otherwise agr
substance sat

1.

€ed in writing, furnish to AID in form and
isfactory to AID:

evidence of continued progress in the
implementation by the Grantee of policy reforms in
the agricultural sector*; and

evidence that increased capitalization of FRDAC,
in an amount at least equal to the Egyptian pound
equivalent to such additional performance
disbursemant, has taken place or will take place
simultaneocusly with such pariormance disbursemsnt.,

B. Covcnants

The Prouject Agreerant contains, in addition to the standard
general covenants and the standard evaluation covenant,

covenanis in

l‘

subctance as follows:

The Grantee shall submit for AID approval prior to
inplerentation, issuance or execution, all plang,
specifications, bid documents, solicita“ions of
proprsais and similar Prosect contract documznts,
including all modifications to these docunents,

The Grantee will assess the capital requirements
of the Pank and begin a program for sufficient
retention of earnings to realize adequate
long-term capitalization to support PBDAC's
institutionzl and financial viability.

The Grantee shall make available, after the
termination of the Project, sufficient rescurces,
including the provision of funds, to support on a
continuing basis, the lending, training, salaries
and repair/maintenance activities which have been
supported by the Project. As part of its
preparation of its annual budget, the PBDAC and
MOA shall meet with AID and discuss how the
Project will provide for the operation and
maintenance of all Project-funded equiprent,

\
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The GOE shall consult with the Ministry of
Agriculture Commodity Procurement Committee to
develop prudent commodity procurement Planning and
to prevent unnecessary duplication of
commodities. At least four months prior to the
need for specific commodities, the GOE shall
furnish A.I.D. with a comnodity procurement plan
for such commodities. A commodity procurement
plan for vehicles shall provide the amcunc, type
and use of vehicles. The plan must certify that
adequate maintenance and repair facilities are
available and that the GOp has personnel to
properly operate, maintain, support and control
the vehicles, :

The Grantee shall, excapt as the Parties may
otherwise agree in writing, furnish to AID, in the
form -developed by AID and the roa Commodity
Procuremant Conmittee through earlier AID-funded
projects, propeis tender documentaticn in a timely
fashion,

T



} ’-"?;'4'.;‘}',.;‘:, UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

CAIRDY FrvDpT

ACTION MEMORANDUM TO THE DIRECTCR

FROM: AD/PPP, George Laudataq

SUBJECT: Project Authorization - Agricultural Production and
Credit 263-0202 :

BACKGROUND- - -On September 8, the Executive Committee reviewed the Project
Paper for the subject project and agreed to approve the paper
with certain revisions, These revisions are noted in the
Molldrem Decision Memorandum dated September 15, 1986 and are
.being incorporated into the Project Paper,

(See Tab a)

Other than those mentioned above, all issues have been
resolved and there are no further issues pending.

RECOMMENDATION: -That you. sign the attached Project'Authoriza'tion.

Approval ,%///é/ '

.Il//‘-

Disapproval - -

Date /,(éy( 27;/%’&

Clearance.:
~==arallCe.

AD/FM,&J. Miller M

AD/AGR,NW. Janssen ' L
S/LEG: K. O'Donnel] Noted. Legal issues were addressed by Acting SIA Williams

DR/PS, F. Miller during my absence on HL. ‘Cﬁlf\



PROJECT AUTHORIZATIOM

* Name of Country: Arab Republic Name of Project: Agricultural
of Egypt : Production and

Credit Project
Number of Project: 263-0202

l. Pursuant to Section 532 of the Foreign Assistance Act of 1961, as amended,
I hereby authorize the Agricultural Production and Credit Project for the Arab
Republic of Egypt (the "Cooperating Country") involving planned obligations of
not to exceed One Hundred Twenty-Three Million Dollars ($123,000,000) in grant
funds over a five (5) Year period from the date of authorization, subject to
the availability of funds in accordance with the AID OYB/allotment process to
help in Financing the foreign exchange and local currency costs for the
Project. The planned life of the Project is seven (7) years from the date of
initial obligation.

2. The Project will support the derequlation of the Egyptian agricultural
system by providing performance disbursements based upon the implementation of
policy changes in the agricultural sector. The performance disbursements also
will ke based on the need for additional capital for the Principal Bank for
Development and Agricultwural Credit ("PBDAC"). As a requirement for each
performance disbursement., the Grantee will increase the capitalization of the
PBDAC by at least an amount cf Egyptian pounds equivalent to the performance
disbursement. The Project will also finance technical assistance, training
and commodities to assist the PBDAC.

3. The Project Agreement which may be negotiated and executed by the
officer(s) to wham such authority is delegated in accordance with AID
Regulations and Delegations of Authority shall be subject to the following
essential terms and covenants and major conditions, together with such other
terms and conditions as ATD may deem appropriate.

4, Source and QOrigin of Commodities, Nationality of Services
A. Commodities financed by AID under the Project shall have their source
and origin in the Cooperating Cauntry or in the United States, except as
AID may otherwise agree in writing. Except for ocean shipping, the
supplier of commodities or services shall have the Cooperating Country
or the United States as their place of nationality, except as AID may
ctherwise agree in writing. :
B. Ocean and air shipping financed by AID under the Project shall,
except as AID may otherwise agree in writing, be financed only on flag
vessels and carriers of the United States,

5. Conditions Precedent
The Project Agreement shall contain conditions precedent in substance as
follows:

/
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Prior to the first disbursement under the Grant or to the issuance by AID of
documentation pursuant to which disbursement will be made, the Grantee will,
except as the Parties may otherwise agree in writing, furnish to AID in form

and substance satisfactory to AID:

A. A statement of the name of the person holding or acting in the
office of the Grantee as specified in the Grant Agreement and of any
additional Lepresentatives, together with a specimen signature of each
person specified in such statement; B

B. Evidence of progress in the implementation by the Grantee of policy
reforms in the agricultural sector; and

C. Evidence that increased capitalization of PBDAC, in an amount at
least equal to the Egyptian pound equivalent of the first disbursement
by A.I.D., has taken place or will take place simultaneously with the
first disbursement;-

D. Evidence that a monitoring and reporting system has been established
to verify utilization of the PBDAC capitalization funds in accordance
‘with the objectives of the Project,

Notwithstanding the foregoing, technical assistance, training, and commodities
may be financed under the Grant prior to the satisfaction of the above
paragraphs (B), (C) and (D).

6. Conditions Precedent to Additional Performance Disbursements

Prior to each additional performance disbursement, or to the issuance by
A.I.D. of documentation pursuant to which any additional performance
disbursement ‘will be made, the Grantee -shall, except as otherwise agreed in
writing, furnish to A.I.D., in form and substance satisfactory to A.I.D.

A. Evidence of continued progress in the implement:ation by the Grantee
of policy reforms in the agricultural sector; and

B. Evidence that increased capitalization of PBDAC, in an amount at
least equal to the Egyptian pound equivalent to such additional
performance disbursement, has taken place or will take place

simult aneously with such performance disbursement,

7 Covenants

The Project Agreement shall contain, in addition to the standard general
convenants and the standard evaluation Covenant, covenants in substance as
follows: '

A. The Grantee shall submit for AID-approval prior to implementation,
issuance or execution, all plans, specifications, bid documents,
solicitations of proposals and similar Project contract documents,
including all modifications to these documents.
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B. The Grantee will. assess the capital requirements of the Bank and
begin a program for sufficient retenticn of earnings to realize adequate
long-term capitalization to support PBDAC's institutional and financial
viability. '

C. The Grantee shall make available, after the termination of the
Project, sufficient resources, including the provision of funds, to
Support on a continuing basis, the lending, training, salaries and
repair/maintenance activities which have been supported by the Project.
As part of its preparation of its annual budget, the PBDAC and MOA shall
meet with AID and discuss how the Project will provide for the operation
and maintenance of all Project-funded equipment,

D. The GOE shall consult with the Ministry of Agriculture Commodity
Procurement Committee to develop prudent commedity procurement planning
and to prevent unnecessary duplication of commodities. At least four
months prior to the need for specific commodities, the GOE shall furnish

A.I.D. with a commodity procurement plan for such commodities. A
commodity procurerent plan for vehicles shall provide the amount, type
and use of vehicles. The plan must certify that adequat'e maintenanace
and repair facilities are available and that the GOE has personnel to
properly operate, maintain, support and control the vehicles.

'E. The Grantee shall, except as the Parties.may otherwise agree in

writing, furnish to AID, in the form developed by A.I.D. and the MOA
Commodity Procurement Committee through earlier AID-funded projects,
proper tender documentation in a timely fashion.

PR 7.
Lol )
3 A1) A% ’]/

Arthur Handly
Acting Directq

USAID/Egypt
1 >C &
ozt 27 SPXL
Date |/ /
Clearances:
AD/PPP:GLaudato(draft)
AD/AGR:WUanssen(draft)

FM:WMiller(draft)
LEG:MJWilliams:viv:9/16/86:PRAU0202:GA Y

B
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NARRATIVE SUMMARY
GOAL:

To increase agricultural
investment, agricultural
product1v1ty, and farm
incomes.

PURPOSE:

To provide farmers with
new technology, improved
financial services, and
expanded access to input
supply, so that they can
take advantage of higher

returns to investment in a

deregulated agricultural
sector.

Measures of Goal Achievement:

Ag. production major crops has
increased substantially.

Per hectare production has
increased.

Farm income has increased.

End of Project Status:

Farmers have easier access to all
inputs, including credit, at market
prices.

Private dealers have increased
their share of input supply
operations, with PBDAC decreasing
its operations accordingly

Farmers are using improved technoe-
logies disseminated by village
teams.

Number and share of loans to small
farmers and entreprenuers have
increased.

Farmers are u51ng greater quanti-
ties of inputs in better combina-
tions in response to market
signals.

Means of Verification:

MOA production statistics by Crop
and by government.,

Farmer surveys.

Means of Verification:

Farmer surveys
Analyses of production data

Field trips to rural markets,
Special studies to analyze trends

in PBDAC and private participation
in input distribution.

PBDAC loan records

Assumptions:

Policy changes are _
sufficient to provide
the incentives farmers
need to increase prod-
uction.,

Ag. inputs not affect-
ed through this proj-
ect (e.g. irrigation
water) are adequate to
allow for expanded
preoduction.

Assumptions:

Changes in PBDAC, along
with incremental ag.
reforms, are suffici-
ent to bring about
improved access to
credit.

Private dealers have
adequate incentives
and skills to expand
their rural operations,

Technologies provided
by village bank teams
and by private dealers
are appropriate, and
farmers accept them.

g,



OUTPUTS:

I.

1)

2)

3)

4)

5)

6)

7

8)

Outputs to strengthen
PBDAC

Improved systems in 350 vil.banks:

a) to simplify borrowing procedures
and reduce transaction time

') To improve efficiency banking
and credit operations.

Development of local
advisory groups in
in 350 village banks.

Training and fielding

of village teams of extension
workers, frinancial analysts and
other specialists to disseminate
new technologies to farmers

Implementation of new ban!: policies
to promote private business invol-
vement in input supply and to
phase down PBDAC's input distribu-
tion fuctions,

Overall shift in PBDAC from crop
loans.

Incfeased percent of Eotal
PBDAC lending at highest legal
rate, to increase the bank's
financial viability.

Trained bank staff in business
lending loan evaluation.

Increased PBDAC capititalization,
through either. increased retained

earnings or increased contribution
from Treasury.

S

N
——

Means of Verification:

Magntitude of Outputs:

Within 5 years:
Streamlined procedures
in 350 village banks.
350 local advisorv

‘ groups.

9,500 “team"

menbers trained.
teams fielded in 350
villages,

New policies developed
and instituted:

specific topics to be
determined by T.A. team.

Benchmarks to be
determined.

Bank staff trained

To be analyzed in ongoing
project monitoring and
during scheduled evaluat-
ions:

Technical assistance team
progress reports

Project records

Site visits to village
banks.

Internews with PBDAC and
TA staff.

Special study of sample of

PBDAC village banks
PBDAC input distribution

Site visits to interview

private input supply dealers.

Capitalization increased to
at least the levet of pianned
annual performance disbursements

Assumptions:

The inputs programmed are suff-
icient to bring about proposed
procedural changes,

PBDAC has the will to revise
drastically its mode of operat-
ion and to phase down input

supply.

The GOE will agree to a lower
% of highly subsized agricul-
tural loans,



OUTPUTS:

II. GOE Policy Reforms

1) Prices liberalized for

all crops except cott-
on, sugar, & rice by
1989. Liberalization
prices for cotton,
sugar and rice later

Delivery Quotas elim-
inated for all crops
exc. cotton, sugar &
rice by 1986. On rem-
aining crops after
1995,

Mandated cropping
patterns eliminated exc.
rice, sugar and cotton
by 1989.

State ownership of ag.
land limited to 4%.

Impbrt prices liberali-
zed by eliminating
subsidies.

Public sector imput
distribution monopolies
eliminated.

Applied research
strengthened.

(The above is a summarized

list of the key GOE agricu-

ltural reform nromnsale )

%y

Magnitude of Outputs:

1st year incremental reform targets

outlined in David Dodd's report
(See section III.B.2.)

Other years' targets to be agreed
upon at annual performance reviews,

Means of Verification:

Review & Anaylsis of GOE
progress on agreed-upon

reforms by PPP/E, AGR/A and MOA
staff, for annual disbursement
reviews,

Information Sources:

GOE annoucements & decrees
Field trips .
Interviews

Rapid reconnaissance surveys

Assumptions:

The GOE is serious
about its ag. reform
proposals.

USAID's total program,
along with proposed
resources of IBRD, res-
ult in sufficient infl-
uence to convice GOE

to accelerate its agri-
reform schedule,

Public support for
reforms will be adeg-
uate to allow the
program to be implem-
ented.

The GOE will do suffi-
cient analysis to
anticipate social pro-
blems that may result
from the reforms, and
will take actions to
reduce adverse social
consequences, .



INPUTS:

1) T.A. $9.6 million

LE 0.72 million

" 2) Training $3.3 million
oLE 4.06 mil,

3) Commodities $6.2 mil.

LE 2.5 mil.

4) Services $.8 million
LE 4.9 mil.

Implementation Target (TYDe &

Quantity)

Means of Verification:

1) 8 persons, 5 years, to PBDAC for: - Project progress reports

a) Expansion of SFPP model

b) PBDAC management improvement
.in finance, credit,
investment, MIS, accounting,
personnel private enterprise
expansion.

2) In-country training for 9,500

PBDAC and NES employees

Overseas, short-term training
for middle-management

Computers, vehicles, office

. equipment for village banks

Repair & maint. contracts
Evaluations, audits

T.A. for policy analysis

Extension agent incentive
payments (HC contri-

bution)

5) Performance Disbursemts. 5 & 6) Annual performance dis-

$100 million

6) PBDAC Capitalization
funds LE 135 million

bursement levels to be
determined based upon
annual performance
reviews will also det-
ermine adequacy of cap-
italization of PBDAC.

- Project records

- Site visits to be analy-
zed in ongoing project
monitoring and during
evaluations.

PBDAC capitalization:
tracking mechanism to
be developed by AGR/A
and £M4 offices

Assumptions

AID GOE can provide inputs in a
timely fashion

C.P.s are realistic and can be
accomplished by the GOE as
scheduled.

Implementation schedule is
realistic

GOE policies allow projected
T.A. and training to occur.



PP~263-0202:9/86 APPROVAL CABLE ANNEX 2

ES UNCLASSIFIED STATE 236271/01

ACTION: AID-3 INFO: DCM ECON/S

VICICCRO306 LOC: 29

PP RUEHEG 29 JUuL 86 0453
DE RUEHC #6271/01 2100026 v ‘CN: 50315

ZNR UUUUU ZZH CHRG: AID

P 2900222 JuL 86 . ‘ DIST: AID

FM SECSTATE WASHOC
TO AMEMBASSY CAIRO PRIORITY 1237
BT
UNCLAS SECTION 01 OF 02 STATE 236271

AIDAC

E.0. 124356: N/A
TAGS:  N/A
SUBJECT: AGRICULTURAL PRODUCTION CREDIT (NO. 263—0202)

1. SUMHMARY. ANPAC APPROVED SUBJECT PID ON JULY 15
SUBJECT T RESOLUTICON IN PP OF ISSUES DESCRIBED BEILOW
RELATING TO: TYI OF DISBURSEMENTS TO POLICY CHANGES;
INSTITUTIONAL STRENGTHE OF BANK; FINANCIAL VIABILITY OF
BANK; INTEREST RATE LEVELS; PRIVATIZATION. AHNPAC

) COHPLIMENTS MISSION ON UNUSUALLY READ AND CLEARLY

PRESENTED PID., MISSION REPRESENTATIVES JANSSEN BDTH
LAUDATOS COHTRIBUTED SUBSTANTIAL INPUT TO BOTH PRC AND
ANPAC MEETINGS, THUS SPEEDIMNG REVIEW PROGRESS.

‘2. FdLLOHING ISSUES WERE DISCUSSED AT ANPAC:
A. TYING OF DISBURSEMENTS TO POLICY CHANGES

AID/W REVIEW EMPHASIZED THAT THIS PROJECT WAS BEIING
UNDERTAA IN CONTEXT OF ONGOING DISCUSSIONS OF OVERALL
ECONOMIC POLICY DIALOGUE WHERE AGRICULTURAL POLICY
CHANGES FORM PART OF SEV PROGRAMS AND PROJECTS; HOWEVER,
THIS PROJECT WAS DESIGNED TT OPERATIONALIZE THAT
DIALOGUE WITHIN THE CONTEXT OF DAY=-TO-D) AID PROUECT
ACTIVITIES. THUS, UNLIKE OTHER, EARMARKED PROG AMOUNTS,
SUCH AS PL-480, THIS PROJECT'S DISBURSEMENTS WILIL LINKED
TO THE GOE'S UNDERTAKING AGREED UPON AGRICULTURAL PO).

ES UNCLASSIFIED STATE 236271/01
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"RHANGES AND IMPLEMENTING THEM WITHIN AN AGREED POLICY
FRAMEWORK. 1IN THE ABSENCE OF AGREED POLICY CANGES, AID
WOULD NOT DISBURSE DOLLARS. AMOUNT AND TIMING OF THE
ESTIMATED DOLS 100 MILLION DISBURSEMENTS WOULD BE LINKED
TO PBDAC'S NEED FOR SPECIAL LOAN FUNDS. THE ANPAC HAS
SEVERAL QUESTIONS REGARDING HOW DISBURSEMENTS WILL BE
TIED TO POLICY CHANGES AND FELT THIS ISSUE WILL REQUIRE
ADDITIONAL ANALYSIS BEFORE FINALIZATION PARTICULARLY IN
THE FOLLOWING AREAS:

(1) THE AGENDA FOR POLICY DIALOGUE AND CRITICAL
PERFORMANCE INDICATORS/BENCHMARKS SHOULD BE REFINED IN
THE PP, AND BALANCED BETWEEN MACRO-LEVEL AND SECTORAL
(I.E. BANK-LEVEL) ISSUES IDENTIFIED AS CRITICAL TO THE
PROJECT'S SUCCESS.

(2) BALANCING OF COMDITION PRECEDENT REQUIREMENT FOR
PLAN AND SCHEDULE OF POLICY CHANGES FOR A FIVE YEAR
PERIOD. 1IN THE DESIGN STAGE, USAID MAY FIND THE NEED TO
DEVELOP A PLAN WHICH IS FLEXIBLE, ESPECIALY IN LATER
YEARS. SOME POLICY CHANGES IN EARLY YEARS WILL AFFECT
THE NEED FOR AND DIRECTION OF LATER POLICY CHANGES. THE
TASK OF ASSESSING PRIORITIES AND IMPACTS OF SIGNIFICANT
AGRICULTURAL POLICY CHANGES WILL BECOME A CONTINUQUS,
TIME-CONSUMING EFFORT.

(3) MECHANICS OF ARRANGEMENT WILL REQUIRE CLOSE
COORDINATION HITH-GOE~INCLUDING,'FORnINSTANCE,- IR
ESTABLISHNENT OF SEPARATE ACCOUNTS FOR GOL -PBDAC FUND
TRANFERS AND NEED FOR CLEARLY DEFINED STARTING POINT FOR
MEASURING GOE ADDITIONS TO PBDAC LOAN FUND;

(4) RESOLUTION OF POTENTIAL PROBLEM WHEREBY PBDAC NEEDS
FOR SPECAIL LOAN FUND MIGHT INDICATE THE AHOUNT OF
DOLLAR DISBURSEMENTS, REGARDLESS OF THE NATURE OF GO€
POLICY CHANGES. AT WORST, THIS COULD RESULT IN EQUITY
OF, SAY, A LARGE DOLLAR DISBURSEMENT BASED ON NEEDS OF
PBDAC IN EXCHANGE FOR LIMITED POLICY REFORMNS.

(5) 6. LAUDATO MET WITH GC AFTER ANPAC MEETING TO
DISCUSS ANPAC APPROVED APPROACH, WHICH WILL MAKE
IRRELEVANT BALANCE OF PAYMENTS AND CASH TRANSFER
JUSTIFICATIONS AMD CHARACTERIZATIONS CONTAINED IN PID,
THE PROPOSED AMOUNT AND TIMING OF ESTIMATED DOLS 100
MILLYION DISBURSEMENTS WILL BE BASED ON PBDAC'S LOCAL
CURRENCY CREDIT NEEDS, ALTHOUGH DISBURSEMENTS WILL BE
CONDITIONED ON ESSEMTIAL SCHEDULED SECTOR REFORMS. CASH
TRANSFER CONCERN NOTED AT PAGE 21 OF THE PID WILL HOT
ARISE UNDER ANPAC~APPROVED APPROACH.. THIS APPROACH IS
CONSISTENT WITH AID POLICY AS OUTLINED IN STATE 246904
OATED AUGUST 30, 1983 ENTITLED PROGRAM SECTOR ASSISTANCE
GUIDANCE.

ES UNCLASSIFIED - STATE 236271701
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‘8. INSTITUTIONAL STRENGTHENING OF BANK

THE ANPAC WAS COGNIZANT OF THE BANK'S FUTURE NEED TO
SHIFT TO EXCLUSIVE RELIANCE ON ITS BANKING BUSINESS
(ASSUMING RELATED POLICY CHANGES), THE EFFECTIVENES OF
ITS RECENTLY APPOINTED CHAIRMAN, AND ITS DESIRE .FOR
TECHNICAL ASSISTANCE TO STRENGTHEN THE BANK. THE AMPAC
QUESTIONED WHETHER TARGET DATES COULD BE ESTABLISHED FOR
SHIFTING OUT OF THE INPUT/OUTPUT SUPPLY LINE OF ITS
BUSINESS, WHICH FURNISHES ABOUT ONE-HALF OF THE BARK'S
PROFITS. THE GOE AND PBDAC WILL SET THEIR OWN PACE -
WHILE AID ASSISTS IN APPROPRIATE WAYS; HOWEVER, WE
UNDERSTAND THE ISSUE WILL BE ON THE POLICY AGENDA FOR
DISCUSSION. THE PP SHOULD REFLECT THESE DISCUSSIONS.

C. FINANCIAL VIABILITY AND INTEREST

THE ANPAC UNDERSTOQOD THAT THE BANK IS PROFITABLE AND
RETURNS SOME FUNDS TO THE GOE TREASURY AFTER ALLCWANCE
FOR SUBSIDIES. THE ANPAC ALSO RECOGNIZED THAT THE MBANK
IS A RELIC OF OLD-FASHIOMED AGRICULTURAL CREDIT
INSTITUTIONS MARKED BY LOANS IN KIND NOT CASH, TIGHTLY
SUPERVISED CREDIT, AND RIGID STATE CONTROL OF FARMERS
INPUTS AND OQOUTPUTS. UNDER THESE CONDITIONS, THE AMPAC
APPRECIATED THE MISSION REPRESENTATIVES POSITION THIAT
THE PROJECT'S PRIMARY PRIORITY IS TO SUPPORT SIGNIFICANT
AGRICULTURAL POLICY CHANGES WITH A SECOND ORDER OF
PRORITY BEING THE MGVEMENT OF PBDAC TOWARDS MARKET
FORCES AND DIVESTITURE OF INPUT SUPPLY SEPVICES TO THE
PRIVATE SECTOR. THIS ISSUE AND THE HEIRARCHY OF
OBJECTIVES SHOULD BE ADEQUATELY DEFINED IN THE PP. 1IN
ADDITION, OTHER ITEMS RELATING TO FINANCIAL VIABILETY
WERE DISCUSSED:

(1) THE ANPAC FELT THAT THE PP SHOULD INCLUDE A
FINANCIAL ANALYSIS TO DETERMINE THE EXTENT OF POTEWMTIAL
DEZCAPITALIZATION OF GOF~-PBDAC FUNDS MATCHING AID PROJECT
DISBURSEMENTS AND TO EXAMINE STEPS TO MINIMIZE IT,
INCLUDING TECHNTICAL ASSISTANCE DURING PROJECT
IMPLEMENTATION LF THE GOE SO DESIRES. THIS
RECOMMENPATION RESULIED FROM THE ANPAC'S UNDERSTAMDING
THAT EGYPTIAN IMYEREST RATES MAY BE LESS THAN INFLATION
RATES, THEREBY RESULTING IN SOME DECAPITALIZATION.
OTHER FACTORS INCLUDE LOAN REPAYMENTS (ESTIMATIED AT 99
PERCENT) AND COSTS OF OPERATIONS/ADMINISTRATION.

ES UNCLASSIFIED STATE 236271/02
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f2) INTEREST RATES. THE ANPAC ACCEPTED FOR PREPARATION
OF THE PP. THE COMPREHENSIVE ANALYSIS OF AND APPROACH
TO THIS ISSUE AS PRESENTED IN PAGES IV-4 THROUGH EV-8 OF
THE COPNSULTANT'S REPORT QUOTE ANALYSIS OF THE CREDIT
AND INSTITUTIONAL ASPECTS OF THE AGRICULTURAL PROBUCTION
CREDIT PROJECT ENDQUOTE. -

(3) NEW COVENANT. THE ANPAC APPLAUDS THE PBDAC'S
EFFORTS TO REORIENT ITS OPERATIONS MORE CLOSELY TOQ
MARKET FORCES. THEREFORE, IT RECOMMENDS INCLUSIOM OF A
NEW AND BROADLY DEFINED COVENANT IN THE PROAG TO SUPPORT
INSTITUTIONAL AND FINANCIAL VIABILITY AND MOVEMENT
TOWARDS MARKET FORCES., AS ONE KIND OF INDICATOR, FOR
INSTANCE, THE GOE COULD PERMIT PBDAC TO RETAIN PROFITS,
THEREBY IMPROVING FINANCIAL VIABILITY INSTEAD OF
RETURNING THESE FUNDS TO THE TREASURY. THIS ISSUE
BECOMES ESPECIALLY POIGNANT INASMUCH AS DISBURSEMENT OF
AID FUNDS TRIGGERS THE RELEASE OF GOE FUNDS FOR PBDAC'S
SPECIAL LOAN ACCOUNT. OTHER APPROPRIATE INDICATORS WILL
BECOME APPARENT DURING PROJECT. DESIGHN.

E. PRIVATIZATION

ANPAC DISCUSSED WHETHER AID SHOULD SUPPORT 'AND
STRENGTHEN PBDAC, A GOVERNMENT AGENCY. ALTHOUGH THE
BANK IS GOVERNMENT OWMNED, IT WILL BECOME MORE RESPONSIVE
TO MARKET FORCES, A THRUST REINFORCED BY THE ENTIRE
PROJECT WITH ITS EMPHASIS ON AGRICULTURAL POLICY .
REFORM. THE ANPAC DECIDED THAT COM BALANCE THE PROJECT
SHOULD BE SUPPORTED BECAUSE THE PROJECT WORKS WITH THE
PBDAC TO HELP RELIEVE SUBSIDIES AND CONTROLS AND TO
ENCOURAGE SUNSTANTIAL PRIVATE SECTOR EXPANSION AS POLICY
CHANGES ARE OBTAINED. ALSO, THE PBDAC IS THE ONLY BANK
LENDING TO SHMALL FARMERS IN ANY MEANINGFUL WAY AND
PRIVATIZATION AT THIS TIME WOULD BE COMPLEX AND
EXPENSIVE AND WOULD HAVE A HIGH CHANCE OF CAUSING MAJOR
DISRUPTION OR FAILURE., THE MISSION HAS NOT PRECLUDED
EVENTUAL PRIVATIZATION OF THE INSTITUTION PER SE BUT
CONSIDERS ITS FIRST PRIORITY THE RELIEF OF CONTROLS,
INCLUDING THE BANK'S DROPPING ITS AGRICULTURAL
INPUT/OUTPUT SUPPLY LINE OF BUSINESS, IN THIS
POLICY-ORIENTED PROJECT. AS THE BANK GETS OUT OF THE
SUPPLY BUSINESS, THE PRIVATE SECTOR IS IS EXPECTED TO
PICK THIS UP. CONSEQUENTLY, THE ANPAC RECOMMENDED THAT
THE MISSION ADDRESS THIS ISSUE IN THE PP.

ES UNCLASSIFIED STATE 236271/02
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€. ANPAC BRIEFLY REVIEWED TWO DISCUSSION POINTS
CONCERNING EXTENSION SERVICE AND EVALUATION. IN REGARD
TO EXTENSION SERVICE, THE ANPAC DECIDED THAT THE MISSION
SHOULD CLARIFY IN THE PP THE ROLE AND ANY AID SUPPORT
FOR THE EXTENSION SERVICE BEARING IN MIND THE LIMITATION
ON SUCH SUPPORT UNTIL AFTER THE SERVICE'S REGULATORY
ROLE IS DROPPED. IN REGARD TO EVALUATION, ANE/DP/E
OFFERED TO ASSIST IN IDENTIFYING CANDIDATES TO DESIGN
THE DATA COLLECTION, MONITORING, AND EVALUATION PLAN IF
DESIRED. )

D. ,PID WAS APPROVED SUBJECT TO RESOLUTION OF THE ABOVE
ISSUES. USAID HAS BEEN REDELEGATED AUTHORITY TO APPROVE
PROJECT PAPER AND AUTHORIZE PROJECT. SHULTZ

BT
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5C (2) PROJECT CHECKLIST

Listed below are statutory criteria
applicable to projects. This section
is divided into two parts, Part A.
includes criteria applicable to all
projects. Part B. applies to projects
funded from specific sources only:
B.l. applies to all projects funded
~with Development Ascistance loans, anc
B.3. applies to projects funded from
ESF.

CROSS REFERENCES: IS COUNTRY CHECK-
LIST UP TO DATE?
HAS STANDARD ITEM
CHECKLIST BEEN RE-
VIEWED FOR THIS
PROJECT?

A.  ENERAL CRITERIA FOR PROJECT

FY 1986 Continuing Resclution

Sec. 524; FAA Sec. 634A.

Describe how authorizing and
appropriations coamittees of
Senate and House have been or
will be nctified concerning
the project.

2. FAA Sec. 611 (a) (1). Prior
to obligation in excess of
$500,000, will there be (a)
engineering, financial or
other plans necessary to
carry out the assistance and
(b) a reasonably firm esti-
mate of the cost to the U.S.
of the assistance?

3. FAA Sec. 611 (a) (2). If
further legislative accion is
required within recipient
country, what is basis for
reasonable expectation that
such action will be completed
in time to permit orderly
accomplishment of the purpose
of the assistance?

ANNEX 3

Agricultural Production
and Credit
. Project No. 263~0202

-The Congressional Committees will

be notified in accordance with tho
Agency's congressional notificatior
procedures.

(a) Yes.

gb) Yes.

The People's Assembly should ratify
the Grant Agreement in a timely
manner, In the past, the Assembly
has ratified all grant agreements
in time to permit orderly
accomplishment of the project.
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FAA Sec. 611 (b); FY 1986
Continuing Resolution Sec.
501, 1If for water or water-
related land resource con-
struck, has project met
principles, standards, and
procedures established pur-
sant to the Water Resources
Planning Act (42 U.S.C. 1962,
et seq.)? (See AID Handbook
3 for new guidelines,)

FAA Sec. 611 (e). If project

is capital assistance (e.q.,
construction), and all U.S.
assistance for it will exceed
$1 million, has Mission
Director certified

the country's capability
effectively to maintain and
utilize the project?

 FAA Sec. 209. Is project

susceptible to execution as
part of regional or multi-
lateral project? 1If so, why
is project not so executed?
Information and conclusion
whether assistance will
encourage regional develop-
ment programs.

FAA Sec., 601 (a). Information

and conclusions whether pro-
jects will encourage efforts
of the country to:

(a) increase the flow of
international trade; (b) fos-
ter private initiative and
campetition; and (c) encourage
development and use of co-
operatives, and credit unions,
and savings and loan associa-
tions; (d) discourage mono-
polistic practices; (e) im-
prove technical efficiency

of industry, agriculture and
cammerce; and (£) strengthen
free labor unions.

(a)) No.

(a)
(b))

()

(a.)

D)

()

Yes.
Yes.

No, not directly.

Yes.
Yes,

No.
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11.

12.

FAA Sec. 601 (b). Information
and conclusions on how pro-
ject will encourage U.S.
private trade and investment
abroad and encourage private
U.S. participation in foreign
assistance programs

including use of private
(trade channels and the ser-
vices of U.S. private enter-
prises).

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

1986 Continuing Resclution Sec.

S07. Describe steps taken

to assure that, to the maximum
extent possible, the country
is contributing local cur-
rencies to meet the cost of
contractual and other
currencies owned by the U.S.
are utilized in lieu of ’
dollars.

FAA Sec, 612 (d). Does the
U.S. own excess foreign
currency of the country and,
if so, what arrangements have
been made for its release?

FAA Sec. 601 (e). Will the
project utilize competitive
selection procedures for the
awarding of contracts, except
where applicable procurement
rules allow otherwise?

FY 1986 Continuing Resolution
Sec. 522, If assistance is
for the production of any
cammodity for export, is the
commodity likely to be in
surplus on world markets at
the time the resulting pro-
ductive capacity becomes
operative, and is such
assistance likely to cause
substantial injury to U.S.
producers. of the same, similar
or competing commodity?

The project will foster the use
of private trade channels.

Egmpt is not an excess cutrrency
cauntry.

Bo substantial injury to U.S.
prroducers is foreseen.
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14.

15.

16.

FAA 118 (c) and (d). Does

the project comply with the
environmental procedures set
forth in AID Regulation 16.
Does the project or program
take into consideration the
problem of the destruction
of tropical forests?

FAA 12] (d). If a Sahel

project, has a determination
been made that the host
government has an adequate
system for accounting for and
controlling receipt and ex-
penditure of project funds
(dollars or local currency
generated therefrom)?

FY 1986 Continuing Resolution

Sec. 533. Is disbursement of

assistance conditioned solely
on the basis of the policies
of any multilateral
institution.

ISDCA of 1985 Sec. 310, For

development assistance
projects, how much of the
funds will be available only
for activities of economically
and socially disadvantaged
enterprises, historically
black colleges and univer-
sities, and private and
voluntary organizations

which are controlled by in-
dividuals who are black
Americans, Hispanic Americans,
or Native Americans, or who
are economically or socially
disadvantaged (including
women) 2

Yes.

N.A.

N.A.



Economic Support Fund Projéct

Criteria

a. FAA Sec, 531 (a). Will this
assistance promote economic
and political stability? To
the maximum extent feasible,
is this assistance consistent
with the policy directions,
purposes, and programs of
part I of the FAA?

b. FAA Sec. 531 (c). Will
assistance under this chapter
be used for military, or
paramilitary activities?

"c, ISDCA of 1985 Sec. 207. Will

ESF funds be used to finance
the construction of, or the
operation or maintenance of,
or the supplying of fuel for,
a nuclear facility? 1If so,
has the President certified
that such country is a party
to the Treaty con the Non-Pro-
liferation of Nuclear Weapons
or the Treaty for the Pro-
hibition of Nuclear Weapons
in Latin America (the "Treaty
of Tlatelolco"), cooperates
fully with the IAEA, and pur-
sues nonproliferation
policies consistent with
those of the United States?

d. FAA Sec.609. If commodities
are to be granted so that
sale proreeds will accrue to
the recipient country, have
Special Account (counterpart)
arrangements been made?

Yes,

No.

No.

N.A.



STANDARD ITEM CHECKLIST

Listed below are the statutory items
which normally will be covered
routinely in those provisions of an
assistance agreement dealing with its
-implementation, or covered in the
agreement by imposing limits on
certain uses of funds.

These items are arranged under the
general headings of (A) Procurement,
(B) Construction, and (C) Other
Restrictions.

A. Procurement

1. FAA Sec. 602. Are there
arrangerents to permit U.S.
small business to participate
equitably in the furnishing
of commodities and services
financed?.

2. FAA Sec. 604 (a). Wwill all

procurement be from the U.S.

except as otherwise dzter-

mined by the President or
under delegation from him?

3. FAA Sec., 604 (d). 1If the
cooperating country discri-
minates against marine
insurance companies
authorized to do business in
the U.S., will comodities
be insured in the United
States against marine risk
with such a company?

4, FAA Sec. 604 (e); ISDCA of
1980 Sec. 705 (a), 1If off-
shore procurement of agricul-
tural commodity or product is
to be financed, is there
provision against such pro-
curement when the domestic
price of such commodity is
less than parity? (Exception
where commodity financed
could not reasonably be pro-
cured in U.S.)

Yes,

Yex,

R.A.

(J\ U
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FAA Sec, 604 (g). Will con-

struction or engineering
services be procured from
firms of countries which re-
ceive direct economic
assistance under the FAA and
are otherwise eligible under
Code 941, but which have
attained a competitive capa-
bility in international
markets in one of these
areas? Do these countries
permit United States firms to
compete for construction or
engineering services financed
from assistance of these
countries?

FAA Sec. 603, 1Is the

shipping excluded from com-
pliance with requirement in
section 901 (b) of the
Merchant Marine Act of 1936,
as amended, that at least 50
per centum of the gross ton-
nage of conmodities (ccmputed
separately for dry bulk
carriers, dry cargo liners,
and tankers) financed shall
be transported on privately
owned U.S. flag cammercial
vessels to the extent such
vessels are available at fair
and reasonable rates?

FAA Sec. 621. If technical

assistance is financed, will
such assistance be furnished
by private enterprise on a
contract basis to the fullest
extent practicable? 1If the
facilities of other Federal
agencies will be utilized,
are they particularly suit-
able, not competitive with
private enterprise, and made
available withou: undue
interference with domestic
programs?

B.A.

The project will comply with 50/50
sti;pping requirements.
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8. International Air Transporta-

tion Fair Competitive
Practices Act, 1974. If air
transportation of persons or
property is financed on grant
basis, will the U.S. carriers
be used to the extent such
service is available?

" 9. FY 1986 Continuing Resolution

Sec. 504, 1If the U.S.
Government is a party to a
contract for procurement,
‘does the contract contain a
provision authorizing ter-
mination of such contract for
the convenience of the United
States?

Construction

1. FAA Sec. 601 (d). If capital
(e.g., construction) project,
will the U.S. engineering
and professional services be
used?

2. FAA Sec. %10 (c). If
contracts for construction
are to be financed, will they
be let on a competitive basis
to maximum extsznt practical?

3. FAA Sec. 620 (k). If for
construction of productive
enterprise, will aggregate
value of assistance to be
furnished by the U.S. nct
exceed $100 million (except

Lomos cmeamca el L ao o el

Yes,

Yes.

N.A.

u.A.

NR.A.

g\ vV



C. Other Restrictions

1

FAA Sec. 122 (b). 1If
development loan, is interest
rate at least 2% per annum

.during grace period and at

least 3% per annum there-
after?

FAA Sec. 301 (d). If fund is

established solely by U.S.
contributions and administer-
ed by an international or-
ganization, does Camptroller
General have audit rigits?

FAA Sec. 620 (h). Do

arrangem~nts exist to insure
that United States foreign
aid is not used in a manner
which, contrary to the best
interests of the United
States, promctes or assists
the foreign aid projects or
activities of the Conmunist-
bloc countries?

Will arrangements preclude .
use of financing:

a, FAA Sec. 104 (f); FY 1986

Continuing Resolution
Sec. 526. (1) To pay for
performance of abortions
as a method of family
planning or to motivate
or coerce persons to
practice abortions;

(2) to pay for per-
formance of involuntary
sterilization as method
of family planning, or

to coerce or provide
financial incentive to
any person to undergo
sterilization; (3) to pay
for any biomedical re-
search which relates, in
whole or part, to methods
or the performance of
abortions or involuntary

: N.A.

N.A.

Yes.

(1) Yes.

(2) Yes.

(3) Yes.
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sterilizations as a means
of family planning;

(4) to lobby for
abortion?

FAA Sec, 488, To reim-

burse persons, in the
form of cash payments,
whose illicit drug crops

-are eradicated?

FAA Sec. 620 (g). To

compensate owners for
expropriated nationalized

property?
FAA Sec., 660, To provide

training or advice or
provice any financial
support for police,
prisons, or cther law
enforcement forces, ex-
cept for narcotics pro
grams?

FAA Sec. 662, For CIA

activikties?

FAA Sec. 636 (i). For

purchase, sale, long-term
lease, exchange or
guarantee of the sale of
of motor vehicles manu-
factured outside U.S.,
unless a waiver is ob-
tained?

FY 1986 Continuing

Resolution, Sec. 503.

To pay pensions,
annuities, retirement
pay, or adjusted service
compensation for military
personnel?

FY 1986 Continuing

Resolution, Sec. 505,

To pay U.N. assessments,
arrearages or dues?

(4)  Yes.

_ Yes.

Yes.

Yes.,

Yess,

Yes,

Yess,

Yes.
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FY 1986 Continuing

Resolution, Sec. 506, T

carry out provisions of
FAA section 209 (d4)
(Transfer of FAA funds
to multilateral organiza-
tions for lending)?

FY 1986 Continuing

Resolution, Sec. 510.

To finance the export of
nuclear equipment, fuel,
or technology?

FY 1986 Continuing

Resolution, Sec. 511.

For the purpose of
aiding the efforts of the
government: of such
country to repress the
legitimate rights of the
population of such coun-
try contrary to the
Universal Declaration of
Human Rights?

FY 1986 Continuing

Resolution, Sec. 516.

To be usad for publicity
or propaganda purposes
within U.S. not
authorized by Congress?

Yes,

Yes,

The project will not reptess
human rights.

Yes,

(‘)‘\ ]
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A
DD
Mr. Frank Kimball L
Director *CTION YO ﬁéé D1~
USAID / C
/ ACYION mfsuléé(«) pATE / ‘3/ 7
Dear Mr. Kimball: A T

—

The Principal Bank for Development amd Agricultural
Credit (PBDAC) is presently in the process of a nation--
wide expansion of the successful aspects of the Small
Farmer Production Project (SFPP). SEPP has demonstrated
that profitable investment opportunities do exist for small
farmers, which they will readily take advantage of if cre-
dit and technical assistance are available. A nationwide
expansion of the project will require funds for training,
technical assistance, commodities and loam fund capital.

PBDAC and the MOA, in coordination with U.s. specia-
lists, have been working to design an agricultural produc-
tion and credit Project to assist in the expansion and to
increase the institutional capacity of the PBDAC and gover-
norate and village banks in order to increase and upgrade
Services to farmers. The pProject will also assist the -
Government of Egypt to make needed reforms in the agricul-
tural sector in such areas as the private sector in the
marketing of inputs, procurenment and price controls for most
€rops, and subsidies for agricultural inputs., The broject
is planned rfor a period of 5 years and would require fund-
ing of u.s. $,120 million and an Egyptian centribution of
approximately L.E. 120 million. UJD

’
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This project has the potential to substantially raise
production and the incomes of small farmer. “Given the ur-
gent need td ~increase agricultural productivity, it is im-
prtant that we receive AID assistance to “inance the pro-
posed project activities.

]
vy

Sincerely wours,

A At Sl -

Ahmad Abdel Salam Zaki
Administrator.

A\



Annex 5

611 (a) Determination

The project requires a total of $9,600,000 for technical ;
assistance. Long term technical assistance to the PBDAC by resident
advisors will provide 360 person months, estimated at a cost of
$180,000 per year per person which includes salaries, benefits,
allowances and overhead. Short term technical assistance to the
bank will require 45 person months of consultants. The average
monthly cost of short term technical assistance is estimated at
$15,000. . Technical assistance for the policy reform effort is
expected to require no less than 70 person months and local project
support is assured through project funding of at least 15 staff
positions each year, including the critical first year of project
start up.

Overseas, non-local training will be short term anrd will complement
local training, for both PBDAC and MOA participants. At least 80
trainees can be funded at $10,000 during the lifé of project, or a
larger number of participants for shorter, less costly training
sessions.

Local training costs are based upon an initial assessment compiled
by SFPP staff based upon actual costs and required levels of effort
to achieve the project goal (i.e. 350 village banks into system plus
vertical training within PBDAC). The local training costs are
shared with the GOE, wherein the grant will provide for 100 percent
of year 1, 75 percent of Years 2 and 3, 50 percent of year 4 and the
remainder in year 5, for a total of $2,500,000.

Equipment and supplies includes computer hardware, software,
training and site preparation (purchased as a package) for the PBDAC
and 1l Project Governorate Banks, for a total of $3,000,000 with
$1,000,000 local expenditure for site preparatory, and for similar
expenditures in the MOA policy analysis office. Four vehicles are
provided for each of the 11 Governorate Banks (two for Bank, 2 for
MOA), six for the PBDAC and two for the policy office, for a total
of 52 vehicles at $15,000 a piece. Spare parts for same is
estimated at approximately 10% value of vehicles.

Office equipment needs and estimated costs were based upon SFPP
experience and the projected level of project effort, requiring
mechanizaticn of many current record keeping functions. Thus the
estimate includes calculators, adding machines, supplies, etc. at a
total costs of $1,325,000.

The project includes a performance payment of $100,000,000, the
mechanism for which is described in the implementation section of
the Project Paper (above).
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R ~ -
W ﬁ,ﬂf ; UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT
AR,

CAIRO, EGYPT

MEMORANDUM

TO: AD/PPP
FROM:

SUBJ:

September 1, 1986 .

Kenneth Wiegand, AGR/ACE/OD(A) {413

Project 263-0202 - Agriculture Production and Credit
Project Document: Project Paper

1. The attached project paper has been prepared by AGR/ACFE
for review by the Executive Committee.

Project Committee and Officers named below have reviewed the
document and agree with the format, analysis amd presentation.

2. There are concerns related to the funding mechansims
(See below)* which need discussion or resolutien.

.3. Project Committee: . _

AGR/ACE: S.Haynes
AGR/ACE:K.Wiegand
AGR/A:MGheith
PPP/E:P.Crowe -
FM:H.Jamshed
LEG:M.Williams
I1S:E.Baker

IS: J.Dzierwa
DR:D.Tinsler
HRDC: F.Naguib

‘Date of Committee Meeting (8/28/86)

1

Mission Environmental Officer J. Starnes&<<”’

Associate Director

TN

Date

Clearance

N

(V. g

\ ].IT'."\;J

s y A
* k K k(% % **{j7***
F;ﬁgyié ?Zé/fé

(Paper was circulated and
written comments edited into
new paper)

e /8

_9/3/3¢
/7

W. Jansse%¢§7

4. An Executive Committee meeting could /be scheduled for

4/?/-3(. :

Y date

* The policy performance funding mechanism must be revised and

approved by FM and LEG.
* Refused to approve.

Concern was also expressed by IS.



ANNEX 7 a

ADMINISTRATIVE AND TECHNICAL ANALYSIS
AGRICULTURAL PRODUCTION AND CREDIT PROJECT

Introduction'

This analysis of' the administrative capability of the
Principal Bank for Agricultural Development is based on J. J.
Deschamps report "Analysis of the Credit and Institutional °
Aspects of the Agricultural Production Credit Project", the
1985 SFPP Midterm Evaluation, the Bank's report on their design
committees' work, other Bank pProvided data, as ‘well as
conversations with Bank personnel during the design process.

I. History and Overview

The Principal Bank for Development of Agricultural Credit
(PBDAC) was created in 1977 as the successor to the Egyptian
Organization for Agricultural and Cooperative Credit. This
reorganization was necessitated by the failure of the
cooperative societies to ¢ollect loans outstanding.

- Accumulated losses from 1963 till 1976 were LE 63.9 million.
At that time, the main bank audited the cooperatives, but did
not have the management authority over them. To correct this
problem, the PBDAC took direct control of rural credit ang
fertilizer distribution services. Many ccoperative employees
joined the Bank to staff the village banks and agencies.

Since 1977, the collection rate on seasonal loans has

—“risen from 79% in-197¢ to"nearly "99% 'in"1984 despite a 300% "
expansion in crop credit. Another area of rapid expansion has
been investment loans which expanded from LE 12 million in 197§
to LE 385 million in 1984. The Bank also provided additional
rural financial services by adding time and savings accounts
which increased from almost LE 17 million in 1976 to LE 478
million in 1984,

Input distribution has been .an important function of the
Bank since its beginning in 1931 and is.specifically mentioned
in current Bank by-laws. The Bank's distribution activities
were previously carried on in competition with the private
sector. 1In 1962 a severe infestation threatened the cotton
crop leading to a shortage of pesticides, price gouging, and
adulteration of available quantities lead the government to
take control of distribution through the cooperative system,
Since the early 1970's, the Bank's monopoly on basic, highly
subsidized locally produced fertilizers.and the exchange rate
differential on imports has practically eliminated private
sector competition in distribution of this important input..

As a result of these combined activities, the Bank has
become very profitable. Profits in.1984 were LE 106 million.
Net of interest rate subsidies, the Bank returned LE 60.55 to
the Treasury in 1984,
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The PBDAC is the primary agricultural lender in Egypt. 1In
1984 over 70 percent of all agricultural lending is made by the
Bank; the other 30 percent was made by commercial banks
participating in the Food Security Loan program. The Bank's
system of 765 village banks and 4,308 agencies brings credit .
and supplies inputs to practically all of Egypt's 3 million
farmers. .

II. USAID's Involvement with PBDAC: The Small Farmer
Production Project

Begun in 1980, the goal of Small Farmer Production Project
vas very similar to that for the Agricultural Production and
Credit Project: to increase small farmers' income by
increasing access to three essential elements -~ credit,
physical inputs, and modern technology. The project was to
address the "full range of PBDAC problems", but focus directly
on the village banks, its farm supply outlets and the levels of
control immediately above the village - district and
governorate banks.

During project implementation it became clear that the
Bank's top management was very skeptical of the feasibility of
lending to small farmers. Efforts of the PBDAC Managing
Director to work directly with the PBDAC made little progress.

Frustrated, the project team went around the hicrarchy directly

~to -the village banks.- At-that-time, -a new MOA project director
with a strong background in agricultural economics joined SFPP
and effectively built the extension component of the project.
Technical Assistance teams comprised of a credit and a farm
management specialist were based in each of the project's three
governorates: Sharkia, Assuit and Kalubeya. These teams
worked directly with a small follow-up team at the governorate
bank and extension agents and bank personnel in villages. As
the project progressed, GOE and Bank management were very
impressed by the increase in farmer incomes and productivity as
well as the high loan repayment rates achieved. .

In 1985, the project was extended two years and the GOE
announced plans to expand the project to 8 additional
governorates.! To support this commitment, the 1985 Midterm
Evaluation Team recomicended changing the technical assistance
team composition and basing it in Cairo. The project now has
part of the team working in the PBDAC headquarters in Cairo.
The team's primary focus continues to be development and
testing of new systems in the three original governorates and
assisting GOE project expansion. With top management interest,
the team now has the opportunity to work on "broader problems"
in accounting, loan evaluation, financial analysis and business
lending. Thus the follow-on project has the opportunity and
broad support necessary to expand and institutionalize SFPP
systems, as well as work directly with PBDAC management to
improve critical management operations. :

1 These governorates are Giza, Fayoum, Beni Suef, Damietta,
Dakhalia, Garbeya, Kafr el Shiek, and Menoufia.




III. Other Donor Support

Several multi-lateral donors, including the World Bank,
African Development Bank, and the European Economic Community,
have provided loans of $294 million to PBDAC during the last
six years. These loans have financed fruit and vegetable n
development, agroindustries, fish farminy, agricultural input
storage facilities, and farm machinery. The majority of these
projects have not provided long term technical assistance to
PBDAC. ~
) SFPP's focus on the lower echelon of the PBDAC system was
intended to complement the PBDAC-World Bank Agricultural Credit
Project. This project provided 66 work months of technical
assistance to assist the PBDAC in evaluating and improving term
lending, organization, policies and operations. Although the
the Philippine technical assistance team (SGV)} prepared a
number of reports for top management as specified by their
scope of work, their recommendations were not widely utilized.
The most broadly implemented program was improved evaluation
for farm machinery loans in Schag and Menufia.

Agreement between PBDAC and the World Bank has been
reached on the Second Agricultural Development Project which
will expand agricultural machinery stations teo seven rice
. growing governorates in the Nile Delta. PBDAC will receive
approximately $114 million dollars to finance private sector
machinery importers. Unlike the previous proj=ct, only minimal
- technical assistance Lo PBDAC is planncd. :

The Canadian foreign assistance program (CETA) has
financed development of a proposal for computerization;
however, the owner of the technical assistance firm said that
his scope of work was Lo present a proposal for computerization
down to the village bank level and would not imclude
recommendations on improving the management and accounting
systems. Due to the conditions at the village and district
banks, the cost of such a system, the lack of experienced Bank
personnel in computer science and management, and the neced for
streamlining accounting practices, it .is unclear how practical
this report will be. CETA does not plan a follow on project to
implement proposals developed. The team has succeeded in
documenting the entire PBDAC accounting system and this will
provide a good basis for redesign and streamliming of
accounting systems requested by Bank management during the APCP
design process. . : : :

Thus APCP complements the other donor reseources. By
strengthening Bank management systems, this project will
indirectly improve utilization of other donor resources.



IV. Organization

The PBDAC is wholly owned by the GOE, but enjoys some
financial and administrative autonomy. 1Its Board of Directors
includes representatives from the Ministries of Agriculture, -
Finance, Economy, Supply, Local Government and Planning as ‘well
as from the Central Bank, the State Council, and Central
Agricultural Cooperative Union. Also represented are three
agricultural experts nominated by the Minister of Agriculture,
eight heads of governorate banks, and PBDAC's two Deputy
Chairmen. :

The Board is responsible for setting the Bank's general as
well as lending policies; however, actual autonomy is limited
by the fact that the above key GOE ministries control the Board
and the Minister of Agriculture aproints the PBDAC Chairman.
Thus the Bank reflects and implements GOE policies in input
supply, marketing and agricultural credit.

As shown in the organizational chart, the Chairman of the
Board is assisted by two Deputy Chairmen: one for finance,
administration and credit; the other for trading, production,
storage and branches,

The PBDAC is essentially a holdirg company for 17 Banks
for Development and Agricultural Credit (BDACs) which are
independent legal bodies, financially accountable, individually
capitalized and producing separate financial statements. Their
‘organizational structure parallels that of the PBDAC. Like. the
PBDAC, their autonomy is limited and in effect they run their
day-to-day operations within guidelines issued by PEDAC.

V. Management

The PBDAC management strength is demonstrated by the
progress made since 1977 in improving repayment rates and
overall profitability. Technical consultanlts from the us,
Thailand, and Bangladesh contributing to the APCP design
process have been consistently impressed by the Bank's
achievements and the quality of top management. .

The PBDAC system effectively reaches all agricultural
areas in 17 governorates through 765 village banks and 4307
agencies. Practically every village has an agency where
farmers chtain inputs and credit. This extensive system puts
bank- personnel close enough to the farmer to provide effective
loan follow-up and collection, a fregquent cause of failure of
other agricultural credit institutions.2 Despite its wholly
owned GOE status, the Bank has resisted write-off and
rescheduling of loans and maintained an active collection
policy. Thus Bank profitability and loan repayment rates stand

G e et e A G0 . e Em s = - w® am e e

2 g.p. Padmanabhan, "Why Farmers Default on Loans", Ceres, The
FAO Review No. 109 (January - February 1986): 28.
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in sharp contrast to credit systems in other countries serving
small farmers where loan defaults range from 50 to 90 percent
of amount due,3 .

The primary weakness of the PBDAC system is a reflection
of its strength. The major part of profits from the Bank are
returned to the Treasury in the form of -taxes and dividends for
investment in other sectors. Thus PBDAC isg part of a very
effective system of indirect taxation that has resulted ‘in
stagnating agricultural production in Egypt. The.PBDAC system
has relied on its monopoly on subsidized inputs and marketing
activities to bring farmers to the Bank and collect loans, and
neglected improving the quality of its services. The Bank has
consistently managed for short term profits and neglected
training, investment in assets, and even purchase of supplies
needed for efficient, quality operations. Examples are
numerous. Currently, the PBDAC headquarters treaining budget isg
only LE 40,000. Bank facilities are often dilapidated.
Fertilizers lie in the sun, unprotected from damaging
ultraviolet radiation by even simple tarpulians. Village bank
personnel buy their own pencils and shortages of appropriate
forms are frequent. With its parochial emphasis on profits,
PBDAC has not provided the quality services needed for dynamic
agricultural production. These are the underlying issues that
APCP will address at both the macro-economic and bank level.,

PBDAC has a new Chairman with the broad management
experience and in-depth knowledge of problems in the o
agricultural sector to appreciate the need for change at the-
Bank. The PBDAC management utilized the APCP dezign process to
assess their goals and strategies and brought in their own
management devclopment specialist to facilitate this process.
In addition, the Bank wmanagement organized committces to
identify arezas the project facilitate Bank develovment and
expand services and utilized SFP? specialists as well as their
own technical consultants. Their final report "Project for
Agricultural Production and Credit" included positive _
suggestions for implementation of policy goals and project
purposes. Their ideas are referred to throughout this analysis.

VI. Activities

A. Overview

PBDAC and its affiliates are credit and service
organizations for farmers, providing seasonal and investment
credit, subsidized inputs and performing crop marking services
for the Ministry of Supply. The relative importance of Bank
activities is shown below:
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SOURCE OF REVENUE GROSS REVENUE NET PROFIT
1981 1984 1981 1984
Credit & Banking 52% 64% 53% 56%
Input Distribution 39% 29% 38% 37% ;
Marketing 9% 7% 93 7% .

The importance of credit as a source of revenue and percent of
profits has been growing; however, credit revenues are closely
related to input distribution. More than 27 percent of banking
revenue came from in-kind, highly subsidized seasonal credit;

together, crop and fertilizer distribution accomnted for almost

42 percent of total revenues. All farmers qualify for seasonal.

credit, but only larger farmers generally qualify for
investment loans which have strict collateral requirements.

B. Summary of Lending Activity and Policies

Between 1979 and 1985, the PBDAC system has dramatically
increased lending from LE 211 million to LE 1,129 million.
Although crop credit more than doubled during this period to LE
362 million, the largest expansion was in short and medium term
credit for livestock angd poultry activities. Inp 1979, this
.type of loan accounted for only 13 percent of the total
'portfolio; in 1985, almost 54 percent. Medium term loans
-increased from a mere LE 18 million in 1979 to Lr 329 million
in 1985. When one considers the Bank's collateral and lending
policies, it is clear that the major part of this credit
expansion benefitted larger farmers. Thus the meed for
* expansion of SFpp systems that permit small and landless
farmers to access credit is more urgent now than when the
project was begun in 1980. (For more detailed Lreakdown of
lending activities, see Table - Summary of Lowns by Term and
Purpose.)



a. Seasonal Loans.

All farmers are éligible for short term seasonal loans
which normally carry interest rates of 3.5 - 4 percent. Until
recently the amount of credit was extremely modest, primarily
for in-kind inputs based on preset formulae according to the
crop and acreage. Terms depend on the type of crop and vary
from 3 to 12 months. Thus the average farmer wifh several
Crops per year may receive a number of small Separate loans.
These procedures increase Bank administrative costs as well as
transaction cost to the farm r.

Under SFPP, supplemental crop loans were introduced so
that farmers could buy products and use technigues recommended
by research. Loan analysis utilized basic credit factors as
wvell as and farm budgets in assessing the farmers' ability to
repay. A revolving line of credit concept was developed to
provide farmers easy access to credit when needed and reduce
costs associated with small, frequent loans. This system has
been tested in Kalubeya, primarily for poultry loans; however,
further testing and wider application of this approach will be
made under APCP.

As a result of SFPP, the Bank has reassessed seasonal
credit needs and surveyed different governorates to estimate
actual production costs. This has lead to an increase in
" Credit limits for cash crop loans, in many cases more than =
doubling funds available to farmers with which to meet
producticn requirements. These additional crop loans will be
made at the same interest rates as SFPp (i.e., 13 percent plus
1l percent service charge) . ‘

b. Inveqtmcnt Loans.

The Bank also provides medium and long term loans for farm
improvements or for agribusiness ventures. Strict collaterai:
requirements (land, buildings, and imported eguipment' are
still required for these loans. Borrowers generally provide at
least 30-35% of the cost of the project; loans are generally
limited to 80 percent of the value of land or two-thirds the
value of buildings and machinery. At the village bank level,
these loans are based on simple formulas; at the governorate
and PBDAC level, feasibility studies made by consultants to the
borrower are also required.

As a result few small farmers or small scale businesses
can qualify for these loans. Expansion of SFPP type loan
evaluation procedures will thus make a major change in the
Bank's procedures and make credit more availahle to smaller
borrowers. SFPP loan evaluation techniques hawve resulted in
medium term loan repayments rates (98 - 97 percent ), than the
Bank has achieved in its investment loan portfolio (91 percent
in 1985). This success has been a major facter in obtaining
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broad management support for the project and has lead the Bank
to ask the SFPP technical assistance team to make
recommendations for loan analysis for large and complex
projects.

Begun in October 1980, the Food Security Program provided
financing for meat and other protein related projects at e
subsidized interest rates and was responsible for the dramatic
expansion of poultry and livestock loans. As a result lending
for these projects reached LE 604 million, 54 percent of the
total portfolio in 1985. 1In 1986, the decision to phase out
feed subsidies was made. This coupled with a foreign exchange
shortage and a decline in available feed has had a serious
impact on poultry and livestock enterprises. Recent Bank
repayment rates are not available to judge what effect this has
had on the quality of their portfolio. Under SFPP, 80 percent
of loans went to livestock enterprises; however, loan repayment
rates have fallen in only one governorate.

The Food Security Program for 1987 has beem reduced to LE
50 million and loans for livestock eliminated inm realization of
their uneconomic return. '

C. Distribution and Marketing.

These activities accounted for one third of Bank revenues
in 1985, down from 42 percent in 1981. Thus the relative
importance of these activities to be Bank has been decreasing.
--The Bank's statements differ from-those of tradiing ST
organizations as the Bank earns comnissions on guantities sold
or handled for the Ministry of Supply. The current conmmission:
range from 45 percent for Spare parts to LE .50 per ardeb for
seeds. Commissions on fertilizers, pesticides .and jute bags
are all near 16 percent. 1In addition, the Bank reccives a
financial fee for pesticides stcred more than ome year and
seeds held more than 4 months.

The input anag marketing functions of the Bank are clcsely
related to credit operations. On the one hand, sales of
fertilizer and other inputs are reflected in loans. Farmers go
directly to agencies to receive inputs which are debited as
loans. The requirement that only farmers in gaod standing with
the Bank can receive subsidized fertilizer is a power ful
incentive to repay. The Rank's marketing activities also
provide an orportunity for collection. The PBDRC management
realizes the importance of strengthening. loan monitoring
functions as it expands cash loans, particularly for Crops not
marketed through the Bank. As these functions are improved,
the importance of input distribution and marketing functions as
a guarantee of loan repayment should decline.

Persistent questions have been raised about the
willingness and capacity of the Bank to get out of input
Supply. The question presents both practical Problems as well
as fundamental questions. Approximately 10,000 ©of the Bank's
personnel are directly involved in input distrilvution. These
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employees cannot be fired and may not have the skills required
for banking activities. Banking functions are already
overstaffed. Information is lacking about the extent of the
small private input distribution system and the rate at which
hit could expand. a major GOE concern is that farmers not be,
left without any locally available input supplies. L
The Bank has suggested spinning off input'di;tribution

PBDAC believes cessation of above quota sales coupled with a
decrease in subsidies to fertilizer, elimination of GOE
fertilizer imports and unrestricted importation would allow
development of private sector competitors. Thus the Bank is
willing to consider relinquishing its role in distribution, but
Presupposes a continuing major role for the GOE in input
distribution at this point,

‘'VII. Operational Systems.,

The operational and management control Systems of PBDAC
can best be described as basic. During the ApCP design process
Bank management identified the following areas for improvement
to ensure future financigl viability.

A. Planning and Budgeting

A yearly budget is pPrepared by PBDAC and the BDACs; e
however, estimates of lending are based on analysis of national
plans and costs, on staendard percentage increases arove the
bPrevicus year's actual costs. Therefore budgeted costs do not
reflect actual requirements.

This system seriously limits use of budgets and forecasts
as a planning and Management tool. Village banks that have
rapidly expanded loan volume in poultry and livestock may be
unable to meet targets and may end up merely "pushing" loansg.
Budgeteq lending does not reflect actual demand for credit at
the village level; particularly, if credi- wvere made more
accessible to small farmers through SFPP loan evaluation
methods. On the cost side, budgets may not reflect actual
funds needed to repair and maintain banks. In an effort to
meet targeted profits, discretionary expenditures such as
purchases of supplies, training, and renovations may nct be
made. Thus Bank profitability may be attained by running down
assets, physical and human. Proper budgeting entails not only

s

.cost control, but also monitoring expenditures to see that the
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B. Management Information Systems

The management information System of the PBDAC is 3 major .
area of weakness. Manual accounting systems arge slow and
inefficient, Compilation ang checking of data c©onsumes most
employees time; analysis and feedback of data &own the system’
is infrequent. The current system's limitatiops are also
reflected in the fact that balance and income statements are
brepared only once a year. .

In 1986, SFpp designed a streamlined accoenting system for

and district loan portfolio under the new project. Modest, but
expandable computar facilities are being installed at PBDAC
and the Kalubeya governorate bank. Training of Personnel has
already begun angd testing shouigd begin soon after the hardware
is received and installed. This basic systen coupled with a
system for Processing deposit data will brovide the basis of an
improved accounting system in the governorates.

APCP will also examine selected dareas (i.e., finance,
auditing, etc.) at the Principal Bank to identify management
information needs, design improved systems, and computerize
them where feasible.

C. Finance Management

In general, PRBDAC borrows from commercial kanks and other

-- Sources for additional funds-beyond‘what'is available locally

to governorate banks from depoesits. As APCP will provide
Capital to PLDAC andg a large increase in lending is projected
over the life of the Project, capital and finanze Nanagecment at
PBDAC and the governorate bank level should be examined when
the capital needs of the bank are ass ssed durimg
implementation.

D. Loan Monitoring ang Lvaluation, Intermal Centrel ang
Audit Functionsg

During the apcp design Process, Bank managawment identified
these arecas as 3 Priority for the next project. ‘Work in these
interrelated areas will strengthen internal control of credit
Operations with Qualitative review to ensure that bank staff
are using the ney Systems correctly and identify training
needs. Improved monitoring and evaluation of the loan
portfolio will permit improved analysis of bad debts and
adequate reserves to preotect financial viability as
agricultural reforms are implemented.

E. Personnel

Personnel management management is an important area to
be addressed if the Bank and apcp are to achieve Project
Purposes. PBDAC has some 34,000 employees, many ©f whom were
added during the 1977 reorganization. Data provided on the
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governorate banks showed that around 10 percent had university
degrees, the majority had secondary education, and a quarter
were illiterate. A quarter of employees with secondary or
higher education had studied agriculture. Thus there are
personnel available, but better systems of evaluation are
needed to identify promising and talented.people who could ;
benefit from further training and development, Retraining of"
accounting and clerical personnel for related jobs will be
needed as accounting systems are improved, and review and
auditing functions strengthen. Currently bank staff have
fairly high morale. Maintairing and building this esprit
during a period of rapid change will be a formidable challenge.
_ The Bank has been more successful than many GOE
organizations in attracting and keeping qualified personnel.
Bank employees receive substantial incentives depending on
their personal evaluations and local bank performance. As a
result most employees receive incentives of 9 to 14 months
salary. The Bank is not obligated to take recenk university
gracuates, but in practice take some. Rather than waiting for
graduates to be assigned, they recruit the most capable, hire
them on a temporary basis, and request their assignment to
bank. The SFPP technical assistance tean has fowund that once
management nhas committed itself to a program, staff are
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‘ VIII. Financial Condition and Profitability

A. Overall performance

The PBDAC is overall very profitable. Pretax income has
increased from almost LE €0 million in 1980 to LE 113 million. -
in 1985; however, this profitability was achieved as a result
of GOE transfers to cover subsidized loans and high commissions
on rnost trading and marketing functions. Last year's pretax
return on assets was 7.4 percent and return on equity, a
substantial 104.9 percent. This high return on equity is, of
course, a consequence of the Bank's low capitalization. This
profitability results in a net return to the GOE Treasury (LE
60.55 million in 1984).

B. Profitability of Activities

PBDAC data on revenues and expenses for each bank activity
suggest that credit and banling operations are only profitable
because of interest rate subsidies. 1In 1985, the spread on
agricultural loans before subsidies was a negative .88
percent. On term loans, the spread was better: 4.38 percent.
The recent improvement of the spread on both types of loans
reflects a general trend avay from subsidized interest rates,
The gross margin on lenling including subsidies was a
profitable 5.6 percent. Ratios for trading activities and
revenue/cost data provided by the Bank guggest that trading
activities are even more profitable. Conversations and
observation of Rank officials suggest this data overstates
credit costs and understates trading costs as mary credit
personnel spend substantial amounts of time on input
distribution.

C. Need for Capitalization

" The design consultant's analysis of the Bank's financial
condition concluded that PBDAC is highly leveraged using short
term commercial borrowings. During the last three years, the
Bank has steadily increased total reserves and capital from
almost LE 62 million to LE 117 million, 90 percent; however,
leverage ratios for the last five years ranged from 11.98 to
18.55, well above the normal 8 for this type of institution.
The Bank's ability to meet current obligaticns (liquidity) is
very tight and probably below the critical ratio of 1. Thus it
appears that PBDAC's ability to expand lending further is very
limited without increased capitalization. :



D. Interest Rates

The current Bank management has g3 strong commitment to
rationalize interest rates and move towards market rates ag’
much as permitted by current Central Bank regulations.
Although the Bank is reinbursed for the difference between
subsidized rates and the maximum for agricultural lending (13
percent), these subsidies Lepresent a substantial cost to the
government,

Seasonal lending is currently the most subsidized area.

* The goal of these subsidies is to decrease the impact of low
output prices paid to farmers on major crops, Particularly
cotton; however, recently many c¢rop prices have been raised .,
Bank management realizes the berefit to farmers on short term
Seasonal loans is nominal (for example, LE 3.55 on a LE 75 six
month crop loan), but the aggregate cost to the government is
high (LE 62 million in 1985). As the Pricimg policies are
adjusted, the Bank pPlans to reduce subsidies to scasonal crop
loans. Supplemental crop loans to mcre adeguately cover
farmers' actual producticn costs will be macde at the near
market rates utilized by SFpPp, .

APCP projects a substantial expansion In lending to
Jusinesses supporting agriculture as the GOE decreases its role
1§ a direct investor, distributor, and merchiant. This will
1lso facilitate rapid expansion of the Private. sector as - - ..
bportunitiesare created during the Dolicy refornm process,
‘hese loans will be made at the Prevailing rate for that type
£ loan.

Despite projected Progress in this area, these interest
ates are still below USAID estimations of inflation (17%). An
nalysis showing the Projected devaluation of capital is
ttached as fequested in the PID review, (Sec Tables _ to )

——
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Annex 7-B

Economic Analysis _1/

Summary--Based upon actual SFPP farm records, the following
analysis demonstrates that farmers taking out loans under the project
have realized substantial increases in farm income. In terms of the
value to the economy as a whole, the project has a relatively high
economic rate of return (39%), due primarily to the relatively large
number of loans to farmers for investments which bave low capital
requirements but high returns.

A, Farm-Level Analysis

The SFPP program has assisted farmers in developing profitable
financial enterprises on their farms. Unit activity budgets (budgets
which apply to some particular investment activity) were prepared for
a range of farm activities for which loans have been provided under
the SFPP program. These budgets (Tables 7B.2-78.11) were prevared in
order to: (1) give an indication of the financial incentives for
farmers to participate in the program; and (2) estimate the aggregate
economic returns of the project (see next section}). Primary data for
these tables are based upon actual performance by farmers as reccrded
in the SFPP farm record bocks,

Internal rates of return (IRR) after financing were computed for
T “eath budget and presented in Table"7B.12:" "The IRK represents the '
earning power of the LE invested in cach activity. The economic IRRS
before financing were also computed in Table 7B.12, using "shadow"
prices for inputs and outputs (excluding loan receipts and debt
service, which are treatcd as transfer paymrents),

Data--The activity budgets in Tables 72.2-7%.11 represent a
common type of loan by activity area (crops, broilers, pullets, farm
equipment and other). 1In actuality, the range of small farm non-crop
activities financed under the project has been more diverse,
including: cattle, sheep, pigeon and rabbit feeding; sheep and goat
breeding; beekeeping; and purchase of diesel pumps, back-pack
sprayers, generators, roto-tillers, and other small farm eqguipment.,

_1/ The analysis in this section follows the method and format
described in J. Price Gittinger, Economic Analysis of Agricultural
Projects, John Hopkins University Press, 2nd edition, 1952, and except
for the indicated modifications, is identical to the analysis
conducted for the SFPP Amendment in 1984,
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The ®other" category refers to construction of farm buildings,
often a second-story addition to a broiler or pullet building or
construction of a barn to house ruminant livestock.

Farm financial budgets presented in Tables 7B.2-7B.11 for vheat,
lentils and broadbeans (winter season crops) and maize and tomatoes
(summer season crops) represent only a portion of actual lean
activities for crops. Additional loans are provided for: chickpeas,
peas, onion, cabbage, cucumbers, potatoes and garlic: "block" farming
(consolidation of fields) for wheat, berseem, beams and other
vegetables; production of wheat and maize see; and, more recently,
high-value fruit crops. Many of the technological "packages™ for
which.-crop loans are provided in the SFPP program (such as the wheat,
maize, tomato and lentil packages) were developed under AID-funded
extension/demonstration projects, such as Major Cereals Improvement
and Agricultural Development Systems., Crop loan mize ranges from LR
50 to 500 and is estimated to average LE 150 under this amendment,
compared to an average of LE 70 offered by the PEDAC under its
traditional program. "With" and "without" situations (which include
labor costs) were presented in the crop budgets te capture the changes
in net income from the adoption of new packages, due in part to
availability of credit.

The budgets for broilers, pullets (young hens supplied to other
layer operations, including family egg batteries), represent impertant
small farmer enterprises_l/. Machinery dealers represent. a
‘potentially lucrative investment opportunity if pclicy reforms are
effectively implemented.

Results of Economic Analvsis--For crop loans, broilers, pullers
small machinery and farm equipment, both financial and economic rates
of return are quite high (Table 7B.12). (Financial prices for inputs
and outputs of the activities are converted to their shadow
equivalents according to the adjustment factors listed in Table 7B.12)

1/ The labor utilized in these activities is essentially family
labor, primarily women. It was not possible to es*imate a wage rate
for this labor. There is, however, evidence which suggests that its
opportunity cost is very low, in spite of increasiing rural wage
rates., (See: B. Hansen and S. Radwan, Employmant Doportunities and
Equity in a Changing Economv: Egypt in the 1580s, ILO, Geneva, 1982,
Pp. 6, 42-43 and 103). This would imply that the labor involved in
the new activity does not seriously compete with aither farm
activities., .

&
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The "other" category refers to construction of farm buildings,
often a second-story addition to a broiler or pullet building or
construction of a barn to house ruminant livestock.

Farm financial budgets presented in Tables 78.2-7B.11 for wheat,
lentils and broadbeans (winter season crops) and maize and tomatoes
(summer season crops) represent only a portion of actual loan ,
activities for crops. Additional loans are provided for: chickpeas,
peas, onion, cabbage, cucumbers, potatoes and garlic; "block™ farming
(consolidation of fields) for wheat, berseem, beans and other
vegetables; precduction of wheat and maize see; and, more recently,
high~value fruit crops. #any of the technological "packages" for
which crop loans are provided in the SFPP program (such as the wheat,
maize, tomato and lentil packages) were developed under AID-funded
extension/demonstration projects, such as Major Cereals Improvement
and Agricultural Development Systenms. Crop loan size ranges from LE
50 to 500 and is estimated to average LE 150 under this amendment,
compared to an average of LE 70 offered by the PBDAC under its
traditional program. °"With" and "without® situations (which include
labor costs) were presented in the crop budgets tc capture the changes
in net income from the adoption of new packages, due in part to
availability of credit,

The budgets for broilers, pullets (young hens supplied to other
layer operations, including family egg batteries), represent important
small farmer enterprises 1/, Machinery dealers recresent a
“potentially lucrativeé  investment opportunity if policy reforms are -
effectively implemented.

Results of Economic Analvsis--For crop loans, broilers, pullers
small machinery and farm equipment, both financial and econcmic rates
of return are quite high (Table 7B.12). (Financial prices for inputs
and outputs of the activities are converted to their shadow -
equivalents according to the adjustment factors listed in Table 7B.13).

_1/ The labor utilized in these activities is essentially family
labor, primarily women. It was not possible to estimate a wage rate
for this labor. There is, however, evidence which suggests that its
opportunity cost is very low, in spite of increasing rural wage
rates. (See: B, Hansen and S. Radwan, Employment Jpportunities and
Equity in a Changing Economy: Egypt in the 1980s, .LO, Geneva, 1982,
Pp. 6, 42-43 and 108). This would imply that the labor involved in
the new activity does not seriously compete with other farm
activities. :
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Financial rates of return for broilers are high, due to the
effects of GOE agricultural pricing policies., Feed and other
subsidies to broiler and livestock producers, and limitations on
‘imports and marketing of meat and poultry by the private sector,
appear to constitute a policy effort on the part of the GOE to .~
increase domestic production by providing producer subsidies, '

For broilers and pullets, the low economic rates-of return found
here are consistent with a study _l funded under the AID Agricultural
Development Systems Project., This study estimated that, given current
technical performance, Egypt loses its comparative advantage in
poultry meat production below a farm size of 250,000 broilers per
year, Smaller producers who average 25,000/year, such as those under
the project, have hiah financial rates of return to capital when
inputs (chicks and feed) are priced at subsidized levels, but low to
negative returns when inputs are priced at shadow, or international,
levels. Profit margins of these small producers are just about egual
to the extra amount they would have to pay were chicks and feed sold
to them at unsubsidized prices. However, ecconomic retuins for broiler
producers under the project are likely to be higher than small
producers elsewhere in the country, because veteripary assistance
(normally available only to larger farmers) is made available to them
at cost, In view of thec evidence of poor economic returns to broiler
production, efforts will continue to be made to reduce the volume of
project loan funds allocated to broiler 1loans.

3. Project Analysis
The aggregate cconomic analysis of the preposed project is
limited to the examination of the relationszhip between the AID and GOE
investment in the PEDAC credit program and policy reforms to the

farmer bhenefit stream made possible by this investment,

Individual farm costs and benefits before financing vere
converted to ecanonic values (Table 7B.13). Total economic costs and
benefits by activity weie then aggregated according to an assumed loan
mix by dividing loanable funds by the size of loan for each activity.
Loans are given to farmers over a five year period, which creates a
stream of farm costs and benefits ending year 14.

1/ I. Soliman and A. Ibrahim, The Productive Efficiency of the

Broiler Industry in Eaypt, ADS Economic Working Paper No., 122, Harch,
1981 .
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In terms of valué to the economy as a whole, the project-ha: a
high average economic rate of return. The econamic IRR is 39 percent
(Table 7B.14) even when is charged entirely as a cost of -lending. fThe
high return is due primarily to the relatively large number of loans
to farmers for investments in crops, and small farm equipment which
have low capital requirements but high returns, The project IRR is
thus very semsitive to variations in total farmer benefits and costs,
but less sensitive to increases in project costs (administrative, etc.)
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Assumptions Crops Broilers Pullets Equip Ocalers Othor Total
Losan Mix C(ycer 1) 0.40 0.14 0.1 ©.10 0.16 , 0.06 1.00
Loan Mix Cyocar 2) 0.42 0.08 0.08 a.18 0.18 . 0.08 1.00
Loan Mix Cyoar 3) ; 0.45 0.05 0.05 oa.19 0.20 0.06 1.00
Loan NMix C(ycar 4) © 0.43 0.04 0.04 a.20 0.20 0.07 1.00
Loan Hix (yoar S) 0.45 0.04 ' 0.04 8,20 0.20 Q.07 1.0
Loanable Funds Factor Cyear 1) 1.50 1.00 1.00 1.00 1.00 1.00
Loanable Funds Factor Cyocar 2) 1.60 1.00 1.00 E.OO0 1.00 1.00
Loanabloe Funds Factor Cycar 3) 1.70 1.00 1.00 Y. 00 1.00 1.00
Loanable Funda Factor Cycar 4) 1.70 1.00 1.00 £.00 1.00 1.00
Losnable Funds Factor Cyoar %) 1.70 1.00 1.00 .00 1.00 1.00 4
Repayment Factor 1.00 1.00 1.00 a.33 0.14 0.25
Loan Size (LE) 150 3,0co 6,000 1,150 103, coo 10,000
<1/87 = 12/87) T
Old Money (Year 1) = - - = = = -
Heu money Cyocor 1) 10,800,000 3,700,000 3,780,000 2,700.000 4,320,000 1,620,000 27,000,000
Qld + Now money Cyocer 1) 10,800,000 3,700,000 3,700,000 2,700.00C 4,320,000 1,620,000 27,000, 00C
Capilkal Fund Cyoar 1) 10,800,000 3, 780,000 3,700,000 2,700.000 4,370,000 1,620,000 27,000, 04"
Loanable Fund Cysar 1) 16,200,000 3,700,000 3,780,000 2,700,100 4. 320,300 1,620,000 32,100,000
Nuwber of Loens 108, 000 252 210 ‘w318 12 162 111,014
Husbor of Farmeora 72,000 252 210 2,348 42 162 75,014
€1/80 = 12/08) Sy
0ld money Cynar 2) 10,200,000 3,700,000 3,700,000 89L.000 617,143 <405,000 20,273,143
Neu money Cyocar 2) 11,340,000 2,180,000 2,160,000 4, 800, M20 4, 860, NOO 1,620,0.a 227,000,000
Old + Nou money Cyoar 2) 22,140,000 5,940, 000 5,940,000 S, ?SL.000 5,972,143 2,025,000 47,273, 143
Capital Fund Lycar 2) 19,854,720 3,701,651 3,701,851 0,507,366 0,509,166 2,03%,3r 47,273, 113
l.oanabile Fund Cyoar 2) 31,762,552 3,701,051 3,781,051 4,507,.166 8,509,166 2,836,289 S9, 185,975
Runber of Loans 211,784 252 210 . 399 63 26 220,011
NHuebor of Farnmors 132, 365 252 210 T 399 63 201 10,553
€1/689 - 12/09)
Dld money Cyear 3) 19,054,720 3,?01,85) 3,701,05] 3,697,025 1,032,778 1,114,097 34,081,203
Nou money Cysar ) 12,150,000 1,350,000 1,350,000 5,120,200 3,400,000 1,620,100 27,000,060
Old ¢+ Nou noney (yoar 3) 32,004,720 5,131,851 S,1231,.C051 0,023,025 7,23, 700 2,724,097 61,064,203
Copital Fund Cyoar 3) 27,470,927 2,112,571 2,442,571 12,212,685 12,212,057 4,274,500 51,084, 202
Loanable Fumd Cyonr 3) 16,714,176 2,442,5?7) 2,442,521 12,212,057 12,212,057 4,274,500 BO, 299, 5ih2
Nunber of Loans 311,128 163 136 10L620 119 427 322,042
Nunbor of Farmars 183,193 163 136 10u .20 119 ar 124,657
€1/90 - 12/90) 3
Old money Cyvar 3) 27,470,927 2,492,571 2,442,571 7,720,207 3,5¢r,132 2,102.7°2 135,053, 1491
Hou money Cyoar 4) 12,150,000 1,000,000 1,020,000 S,400.0%0 S, 420, 000 1,820,000 27,0C00,0Ca
Old + Neu monuy Cyoar <4) 39,620,922 3,522,5M) 3,522,571 12,123,267 8,907,132 4,002,722 72,043,419
Capital Fund Cuyonr 4) 2,784,071 2,914,140 2,914,110 14,570.%98 14,570, 600 5,099,744 72,053,491
Loanable Fund (ysar 4 55,732,921 2,914,140 2,914,110 14,570.5493 14,570, 690 5,09%,711 85,002,341
NHumber of Loons Erd Ik 194 162 12,Lv0 141 510 05, 23
Numbor of Farmors 212,560 194 162 12,670 141 510 232,228
€1/31 - 12/91)
Old manoy Cycar 4) 32,784,071 2,914,190 2,914,140 11,A96.59 5,650,960 3,457,650 S9,375,5¢6
Neuw monoy Cyoar 5) 12,150,000 1,000,C00 1,080,000 5. 400.T00 5,400,000 1,090,000 27,000, C00
Old + Meu monwy Cyear 5) 41,931,071 3,994,140 3,994, 10 17,016,593 11,0S0, 960 5,347,558 86,275, S66
.Copital Fund (ysar S5) 38,069,005 3,455,023 3, <55, 023 17,275,013 17,275,113 6,046,290 86,375, 5.6
Loanable Fund Cycar S) 66,077,308 3,455,023 3,455,023 17,275,313 17,295,113 6,046,250 113,503, 870
Humber of Loans 410,515 230 192 15,1022 160 €05 456, 732
Kumber of Farmors 259,127 230 192 15,022 168 605 275, 343
Total Loans 1,443, 280 1,092 10 <9059 552 1,900 1,495, 060
Total Farmers 865,243 1,092 910 48, @<s9 552 1,908 917,845

Number of Neu Farmers for Crop = Number of Loanz divided by Loanable Funds Factor Casinco Former takes
out 2nd loan) uith a0z =Zame Farmeors taking out loan= in subsecquent years. '

Humber of Farmorz for Broilora end Pullets = Loanable Funds divided by loamm size multipliod'by 5
=ince Farmers takc out 5 bLreilor and 3 pullot loans pur year. Hunber of Fariors

Loking out Farn Equipmont, Ucaler, ®"Other* loans equal to nunber of loans. 2

& 3 rezpectively
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Table 2 - Financial Analysis: Wheat, 1985, Project 263-202, Egypt

Item Without With
Project "Project

1. Receipts:

Grain -Quota (1646.7 LE/MT) - 0.26 mt - 0.7 mt

-Free Market (180 LE/MT) 1.32 mt 2.3 mt

Straw: VYield/fd 2.5 mt J.0 mt

. Price/mt 107.8 LE 107.8 LE
Gross value of Production (LE) . 550.5 77%9.0

2. Expenses (LE):

Tillage 24,5 27.0
Seed/planting 17.5 7.0
Irrigation 29.7 48.5
Weed Control S.0 11.5
Pest Control 0.1 22.5
Fertilization 44,7 1.0
Harvest 132.4 7.0
Total (LE) 253.7 204,95
"3 Farm Net Berefif{ (LEY bafore T inancing 296. 6 S574.5
4. Financing
£248.9
Loan Receipls (Short Lerm) - 100.0
Interest rate - 13. Q0%
Debt Service )
Short term interest . - 6.50
Short term principal - . 10Q. 0
Net financing - (6.5)
Net benefits after financing 296. 6 068.0
- Incremental . - 271.4

—— —— * o — . e e e

Source: Central Administration for Agricultural Economics, Ministry.
of Agriculture and Sma;l Farmer- Productiocn Project.
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Table 3 - Financial Analysis: Maize, 1985, Project 263-202, Egypt

Item ' Hithout With
” Praject Project

1. Receipts:

Grain - Quota (178.57 LE/MT) 0.2 mt 0.2 mt
- Free Market (250 LE/MT) 1.9 mt 2.6 mt
Straw: VYield/fd 1.8 mt 2.5 mt.
Price/mt 12.0 LE 12.0 LE
Bross value of Production (LE) 529.8 715.7
2. Expenses (LE):
Tillage J2.0 25.0
Seed/planting 15.5 40.0
Irrigation 7.2 66.5
Weed Control 37.9 7.4
Pest Control 0.8 41.5
Fertilization SHL.3 69.2
Harvest 9.6 30.0
Total (LE. @544 _279.6
3. Farm Net Eenefit (LE) before financing £85.4 A36. 2
4. Financing
Loan Receipts (Short term) .- 140.0Q
Interest rate - 1Z.007%
Debt Service '
Short term interest - 9.1
Short term principal - 140.0
Nel financing - (?.1)
Net benefits after finencing £85-4 427.1
Incremental 141.6
Rate of Return to Farm Resounces'Engaged 419.939%

T e e et et e e et e e e e ittt e e e s e e o o e

Source: Cenitral Administration for ARgricultural Economics, Ministry
of Agriculture and Small Farmer Prod anc SFFP data.
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- Table 4 ~ Financial Analysig: Tomatoes, 1985; Project 263-202, Eqypt

Item Hithout . With
- Project Project

1. Receipts:

Yield/id ' <0.0 5.0
Price/mt 11376 LE 113.46 LE

Bross financial value of production 2,271.8 LE 2,839.8 LE

2; Expenses (LE):

Tillage 42,1 S50.0
- Seed/planting 8.4 147.0
Irrigation 84,9 109.0

Weed Control =7.4 . -
Pest Control £1.9 13%.3
Fertilization 127.9 217.5
Harvest 163.5 145.0
Total (LE) 76, 1 BO7.8
S. Farm Wet Benefii (LE) before financing 1,6R5.7 2,032.0

4. Financing

Loan Receipls (Short term) - S00.0
Interest rate - 13.00%
Debt Service
Short term interest - 32.5
Short term principal - S300.0
Net financing - (32.9)
Net benefitis after financing 1,8%5.7 1,999.5
Incremental - 303.8
Rate ol Return to Farm Resources Engaged 214.99%

O e e v G S o Gt e st e — -—

Source: Central Administration for Agricultural Economics, Ministry
of Agriculture and Small Farmer Production Project.



Table § - Financial Analysis: Broad Beans,

Annex 7-B

1988, Project 263-202, Egypt

Item

of Agriculture and Small Farmer Pradies $mn Dan:oed

Witthout With
Praject Project
i. Receipts:
Brain - Quota ( 277 LE/MT) 0.43 mt 0.40Q
.~ Free Market ( 318.06 LE/MT ) - 0a63 mt.’ 1.40
Straw: VYield/fd 1.5 mt 1.75
Price/mt - 56.88 LE S6.88
Gross value of Production (LE) %05.03 655, 62
2. Expenses (LE):
Tillage S1.94 39,00
Seed/planting 34,66 26.50
Irrigation 20,63 7.50
Weed Control 23.00 17.50
Pest Control 2.03 A7.Q09
Fertilization 17.82 45, X3
Harvest 80,97 DX, 0O
Total (LE) 11.05 265.83
_3._Farm Net. Benelil_(LE) before.financing.. - . 193.98 -389. 79
4. Financing
Loan Receipts (Shori term) - 100, 00
Interest rate - 13.00%
Debtl EService
Short term interest - . S0
Short term principal - 100.00
Net financing - (6.5
Net benefiis after financing 193.98 383.2%9
Incremental - 189. 352
Rate of Return to Farm Resources Engaged 403,94
§BGFEE?"“EEE€pa1 AEBIEYEIFZtion for Agricﬁltural Economics, Ministiry

mt.
mt.

mt
LE



Annex 7-B

Table § - Financial Analysis: Lentils, 1985, Froject 263-202, Egypt

Item Without With
Project Project

1. Receipts:

Crop - Quota ( 718.5 LE) ‘0.16 mt 0.16 m

- Free Market ¢ 731,13 LE) 0.52 mt Q.96 m

Straw: Yield/rd 1.02 mt 1.25 m

L Price/mt 80 LE 80 L
Gross value of Production (LE) 576.35 916.84

2. Expenses (LE):

Tillage 26. 60 38,00
Seed/planting S4.67 48. 00
Irrigation 18,09 20, Q0

Vieed Control ' 26.75 20,00

FPest Contirol - 18. 00
Fertilization 20,70 £5.93
Harvest R2. 13 77.00
Total (LE) - 838.94 . .913.93

3. Farm Net Eenefit (LE) before financing 337.41 602.91

4. Financing

Loan Receipts (Short term) - 150. 00
Interest rate - 13.GC0%
Debt Service
Short term interest - 9.75
Short term principal - 150. 00
Net flimancing - (2.8
Net benefits after financing 337.41 o973, 16
Incremental - 255.76
Rate of Return to Farm Resources Engaged 401.81%

—.-—...—...._—.-—.......__-._._._._.....—._._...._-—__._

Source: Central Rdministration for Agricultust al., 'Economic Analysig
of Agriculture and Small Farmer Production Project.



Table 7 - Financial Analysis: Soall Machinery Dealer, Project 263-202, Eqypl, 1984

{ 2 3 4 ] b 7
A. Costs
Investaent 180,000 - “ - - - -
Salary k payroll expenses 36,800 36,800 35,600 35,800 36,800 35,800 3¢,800
Teansportation & Delivery Expenses 7,200 7,200 7,200 7,200 7,200 7,200 7,200
Insurance 2,300 2,300 2,300 2,00 2,300 2,200 2,300
Rent 1,200 7,200 7,200 7,200 7,200 7,200 7,200
Deprecialfon 11,000 11,000 11,000 11,000 if,0%0 11,000 11,000
Uilities 7,200 7,200 7,200 7,260 7,200 7,200 7,200
Tolzl 231,700 71,700 71,700 71,700 11,700 74,700 71,700
B, Berelils
Sale of Traclors & Hachinery 30,000 33,000 3¢, 300 39,930 43,923 13,115 3,17
Sale of Other Machinery 35,000 42,500 47,190 51,529 57,100 £2,B10 49,09]
Sale of Parls 36,000 39,600 43,580 47,914 3,703 52,578 63,714
Tolal 105,000 115,500 §27,05 139,753 153,731 161,417 149,453
Rel benefits before financing (146,700) 43,800 55,350 {8,635 92,031 89,71 §7,788
C. Financing
Loan Receipis
Short lera 65,009 - - - - - -
Fediun tera 38,000 - - ~ - - -
Debl Service
Shorl Lera inlerest 8,450 0 0 LY 0 0 0
Shorl Lere principal 65,000 0 0 0 ¢ 0
Mediua term interest 4,940 4,23 3,50 2,823 2.'17 LAl 106
Mediva Lern principal 429 5,48 5,49 5,4 0429 S 5,409

Nel Financing

Het Benefils After Financing
/17 LE 65,000 for 12 zonths al I3) annual interest.
121 LE 38,000 for 7 years al 131 annual interest,

Sources SFPP farn sanagesent dala,

19,081 19,8830 (8,557) (8,25) (7,548) (5,E40) (b, 134)

(127,519) 34,137 46,393 59,504 14,485 82,877 51,654

Annex 7-8
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Table 8 - Financial Anzlysis: Pullets, Project 263-202, Eqypt, 1984

{ 2
R, Costs
Investaent /1/ 25,400 - - - - - - - - -
Equipaent 194 - U 2L A R S (T S - 13
Chicks {3 cycles of 3,000 ea, X LE 0,7) 6,300 4,300 4,300 6,300 8,300 4,300 ¢,300 8,300 6,300 4,30
Teausportation costs for birds & feed 300 300 300 300 300 300 300 300 300 360
Feed, (sarkel prices) /2/ 9,620 9,620 9,820 9,820 9,620 9,620 9,620 9,620 9,620 9,620
Chick cartons 0 90 90 90 90 9 9 90 90 90
Veterinarian services 1,900 1,500 1,500 1,900 1,300 1,500 1,500 L300 1,500 1,500
Litler (strax bedding) 120 120 120 120 120 120 120 120 120 12%
Waler, fuel; electricity 460 460 140 440 %) {50 440 440 40 480
haintenance 240 240 i 240 2 240 240 240 240 250
Salaries /3/ 2,200 2,200 2,200 2,200 2,200 2,200 2,200 2,200 2,200 2,200
Other ¢osts (clesning eaterials, elc,) 300 300 300 300 300 300 300 360 300 300
Insurance 100 100 100 100 100 100 160 100 100 160
Tetal . 48,829 21,230 21,230 23,424 23,230 21,230 23,424 2h23 21,233 21,541
B. Benelits
Hens {7,430 X LE 3.9) 26,630 26,830 26,930 26,B80 76,280 26,630 28,690 25,630 26,80 24,835
Pultets (340 X LE-2,5) 900 7 9007 900 900 wop O, §00. .. 900, 300 _.300
Marure 198 643 X LE 5.0) 490 130 450 {90 430 90 490 450 30 {70
Kesidual value of investreat - - - - - - - - - 12,00
Tole) Benelits 28,210 28,270 23,210 28,270 3,210 23,210 28,270 23,210 28,270 40,970
Fel benefils before financing (20,554) 7,040 7,040 4,e84 7,040 7,080 4,285 7,040 7,080 19,629
C. Financing
Loan Receipls /4/ 18,000 - - - - - - - - -
Debl Service
Shord ters interest 2,340 - - - -~ - - - - -
Shorl tere principal 18,000 - - - - - - - - -
Kel financing 2,3400 - - - - - - - - -
kel benefils afies financing (22,694) 7,040 7,040 4,86 2,040 7,040 4,84 1,060 7,040 19,006

/11 Concrele slructures valuzg at LE 25,400,

121 17,53 KT slerter & LE 210/KT and 30,15 ¥T pullet & LE } 6547,
131 Includes (5% social security and 101 incentives,

/41 LE 8,600 every 112 days al 13 annual inlerest,

Source: SFPP Fara flanagezent Data,

"\



Table 9- Financial Analysis: Brniler;, Project 263-202, Eqypt, 1985

Annex 7-B

| 2 3 { b b 7 8 ) 10
f. Costs
Investeent /1/ 2,400 - . - -, - - - - N
Equipeent 4,190 - - 4190 - 4,150 - - 1,392
Chicks {five cycles of 5,000 ea, X LE ,90) 22,500 22,500 22,500 22,500 2,500 02,500 22,300 22,500 22,500 22,500
Transportation foe chicks & feed ' 70 470 470 70 .. 470 §70 470 470 470 70
Chick carlons 250 250 20 250 250 250 250 250 250 230
Feed (narket prices) /2/ 15,100 15,160 15,100 15,100 1,100 15,100 15,100 15,100 15,100 15,100
Veterinarian services 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,230
Litler (straw bedding) 350 350 AN 1) 350 350 3300 350 330 150
Kaler, fuel; electricity 400 400 00 400 400 400 400 §00 400 500
Kainlenance 400 400 400 400 100 400 400 400 409 7400
Salaries /3/ 2,200 2,200 2,200 2,200 2,200 2,200 3,200 2,200 2,206 2,20
Other cosls Icieaning eaterials, ete,) 300 Y00 300 300 100 309 300 360 300 300
Insurance 100 100 100 10 100 100 100 100 100 100
Tolal 69,910 43,320 43,320 47,500 438,320 43,320 47,510 43,320 43,320 44,717
K. Benefils
Broilers (23,765 birds X l 3 kg4 fea, , )
“ILE L8O k) o o e o~ g g 35,610 55,410 35,810 5,419 55,610 55,410 35,410 55,610 59,410
Kanure {23 ntd X LE 5.0) - P4 125 135 125 125 125 125 135 125 125
Residual value of invesieent - - - - - - - - = 1,00
Tolal Benefits 5,133 35,735 55,733 55,133 &E,235 55,735 35,735 JJ,735 99,7135 64,335
Ket benclits tefore financing (0751 12,415 12,405 8,203 12,415 12,415 8,225 12,415 12,415 22,212
C. Finencing
Loan Receipls /4/ . 15,000 - - - - - - - - -
Debt Service
Short Lern inlerest 13% 950 - - - - - - - - -
Short tern principal ) 13,000 - - - - - - - - -
el financing {1,550) - - - - - - - -
Net benefils afler financing (16,123 12 012415 8,225 12,415 12,415 8,225 12,415 12,415

/1] Concrete structures valued af LE 2,400,

121 25 AT slarter 8 LE 300/MT and 40 MT finish @ LE 190/M7
/31 Includes 151 social security and 101 incentives,

/A7 LE 3,000 every 50 days,

Source: SFPP Fara Managesent Dala,

22,218
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Table 10 - Financial Analysis: Fara Equipment (LE}, Project 263-202, Eqypt, 1984

1 ] 3 4 3
A. Costs
Investaent ¢ 3,800 - - - -
Spare parts 380 380 380 380 380
Hainlenance 170 170 §70 170. 120 ©
Lubricants 20 20 20 20 20
fuel 95 55 35 5% 9
Labge: 110 110 110 110 119
Total [T &S - B S =
B, Benefits
Rheal Harvest (140 [ X LE j2) 12/ 1,680 1,680 1,680 1,880 1,489
Cotton stalk nowing (120 { X LE 9) L,Ovo 1,080 1,030 1,080 1,080
Total 2,780 2,740 ' T80 2,760 2,760
Net benefils befora [inancing (L7150 2,025 2,025 2,025 2,023
C. Financing
Loan Receipls e e
Kediva {era /1/ §,150 - . - -
Debl Service
fediva {ere interest 150 100 50 - -
Kediva tera principal ' 383 383 383 - -
Kel fiaancing . 818 (483) (433} - -

Ret benefit after fincncing {,158) 1,582 1,892 2,005 2,025

NI L 1,100 fee Ahree years al 138 interest,

121 The cost of Lraditional aethod of harvesling is LE 41.70.

t fgeclini Mower-Binder, tracior sounted PIO pcuered sowing and binding sachine,

Source: SFPP farn managesent data; S. Shepley and 1. Wissa, Agricullural
Rechanizat.on Cosi Hodel, AID Agricultural Yechanizaticn Project, 1983,

\’L}’



~Table $1 - Financial Analysis: Other {LE); Project 263-202, Eqypt, 1984

Annex 7-B

Rel financing
Kel benafits after financing

117 Sztong (loor d3ition Lo broiler house, Concrele slruct

5,200 3,475 (3,150) 2,829)

(11,5750 §,540

120 LE 10,000 for 4 years a0 133 annua) inlerest,

5,263

5,400 12,855 12,415

ures valved al LE 20,006

- 2 3 { HY ) 7 8 9 10
R. Costs
Investaent /1/ 25,000 - - - - - - - - -
Equipeent 3,190 - - 4,190 - - 4,190 - - {,397
Operaling costs (same as broilers) 43,320 43,320 43,320 43,30 43,320 43,320 43,320 43,320 43,320 43,320
Total 73,510 43,320 43,320 47,510 43,320 43,320 47,510 43,320 43,320 44,717
B. Benefits
lsaee as brojlers) 55,735 55,735 55,735 55,735 55,735 55,735 93,735 85,735 55,735 44,935
Residual value of favasiaenl - - - - - - - - - 10,030
Total V5,135 55,735 85,735 5,19 85,735 95,735 V5,13 85,735 05,715 78,935
Nel Renefils defore financing z,178) 12,005 12,415 8,225 12,415 12,415 8,225 12,415 12,415 32,218
C, Finanzing
Loan Receipls
fediua Tern /2/ 10,000 - . - - - - - - -
Dedl Service o
T Kediuwm lers inlérest 300 9157 TTese T Tms - - - - - -
Nidiva lere principal 2,500 2,500 2,500 2,50 - - - - - -

5,203 12,415 12,415 32,218

\

<)/\
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Technology Transfer - Institution Building

Key Activities:

l. CWTRACTING CF
SHORT TERM PRE-PRCIECT
MUBILIZATION TERM.
{8-A C(NTRACT) )

Id
-Develop Scope of Work
(USAID/AGR)

-50le Source
Procurement/Contracting

-Mobilizaticn

2. MOBILIZATION TEAM:
TASK CRDER A

PFFPARATI(! SCCPES CF
WOKK FCK LG TERM
TECH. RESIST TENA

(@) GCE Feview/Approval;
PI(/T Issuance

(b) RFTP prepared;
CBD Notice

{c}) Review/Evaluation of
Proposals Technical
Assist Team Selection

{a) Mobilization and Arrive

3. MOBILIZATIMN TEMM:
TAHSK ORDEK B

CRGMIIZATIN AND
TEAIN ING ASSESGMENT

9/86 11/86

Time Schedule

1/87

6/87

1/88

6/90 1/91 6/91

(Z}--—-CP's satisfied, funds available for TA and training

H/. Xsuuy
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Technology Transfer - Institution Building (cont.)

Key Activities cont.:

4. M(BILIZATIQY TEAM:
TASK GRDER C

GENEFRAL TRAINING

AlD STAFFING:
SHORT TERM GJT

(ILIUSTRATIVE)

(1) MIS

(2) Financial Services

Expansion Pilot Effort

1 Governorate

(3) Managemant

(4) Marketing

(5) Supply

(6) Extension

5. REVIEW MID_
ORIRNTATION OV
PRE-PRCGIBCT

MCBILTZATION TEMM
ACTIVITIES

i

'I:ime Schedule

9/86 11/86 1/87 6/87 1/88

6/88

1/89

6/89

1/90 6/90 1/91 6/91

@ Mobilization Team in place and operational.

(® Long Term TA Team Arrival

!
l
!

x
I
|

I
|
|
l
!
!
|
I
I
|
|

‘—— Mobilization team phase out



Technology Transfer - Institution Euilding (cont.)

Key Activities cont.:

6. TEAM CRG/ANIZATI(N AND

DECLOYMEN T

7. DEFPARATION OF LONG

TERM IMPLEMEN TATI(N

PLAN MD SCHETULE

a.

Technology Transfer &

Institutional Develogment — — — — — L. __ __

Rural Financial Services

Policy Feform Management

Time Schedule

9/86 11/86 1/87 6/87 1/88 6/88

1/89 6/8% 1/90 6/90 1/91 6/91

@ Long Term TA Team Arrival

Activities and Schedules to be
Developed



A

Rural Financial Services

9/86 11/86

Time Schedule

1/87

6/87

1/88

6,88 1/89 6/89 1/90

6/90 1/81 6/91

Key Activities:

1

2.

E.Valuatio’n of srrp
Expansiorn Program.

" Assessment of Credit

Needs.

Acssessment of Inst.
Dev. & Training
requirements.

Felated Policy Feform
Assessment

TA and Training
Plan formulated.

Financial Services
Policy R=form Mecasures
instituteqd.

Long Term TA 7eam Arrival

—x

—~———————-Activities and schedules to be developed.

~———Continuing



Policy Reform Management

Time Schedule

9,86 11,86 1/87 6/87 1/88 6/88 1/89 6/8% 1/90 6/90 1/91 6/91

key Activities: @ Long term TA Team Arrival

1. Policy Dialogue/Studies =~ — —e— w — — =~ — — — — Continuinge — — —— - o _

2. Peview/Anal’ysis of
Key Feform Areas and
Agreem=nt on Scheaduls

for implenentation - - —-— —— — ~— —— —-X Long term plan and schedule to be developed'

3. Monitoring Plan and
Performance Agreement

Developed b — e e o ——— v
4. Performance Evaluation @ @ @
5. Performance Payment 3 py X
Evaluation:

Evaluation of Overall

Program of TA, Financial

Sarvices and Policy

E=forms. X
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Table 12 - Financial and Economic Returns (Crops per
Feddan), Froject 263-202, “qypt, 19854

Crop Incremental . Imcremental
Net Financisl Met Economic
Return Return
Wheat . NA 1/ NA 1/
Maize 419.98% 320. 12%
Tomatoes 214,997 151.80%
Eroad Beans 408.94% I28.51%
Lentils 401.81% 435.12%
Broilers 2.36% B.21%
Pullets 26.92% 3.35%
Equipment 136. 127 B1.75%
Machinery Dealer 36,177 33.20%
Other 78.27% 9.09%

1/ Incremental cost is negative.
Rate of return is the incremental benefit divigled by
the incremental cost.
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"Table 13 - Conversion Factors, Project 263-202, Egypt, 1936

Item Conversion ! Item Cornversion
Factors Factors
Wheat 1.82 Baby Chicks /&4/ 1.14
Maize 1.22 Laver/pullet feed /77 1.13
Broad beans 1.29 tarter/finish feed /7/ 1.15
Lentils 1.15 Foultry Meat sav/ 0.97
Tillage /1/ 1.30 Transportation 1.60
Seeding/planting /27 1.35% Electricity,/fuel /9/ 4.00
Weed Control /3/ .53 Lubricants/fuel /9/ 4.00
Past Control /4/ 1.8z Machinery 1.60
Fertilization /5/ 1.8= -

!
.. l
Unless oiher wise indicated, all data has been based upon: IBRD, Repori No.

4135-E6GY, 1983.

/1/ Based upon S0% machinery: .5
/2/ Based upon 75% zeen materials
/37 EBased upon 5C7 chemicals: .5

/4/ Zased usocn 75% chemicals: .2 t
/5/ Eased upon 797 ehemicalsi JE2E = (TR w2,
/6/ Source: Under secreitariat for Auriculiural Economica, MOA

/7/ Based upon SS5% maize cortent for layer/pullet and 70% for starter/finish

/3/ Source: ADS5: Eccnomics Working Faper No. 122, 19232
/9/ USAID/DFFE/ECOM estimate.



Assurptions ' Crops  Broilers  Pullels Equip Deallers Other Total
Loan Mix f{year 1) - 0,40 0,14 0. 14 0.10 8.16 0.06 .
Loan Mix (year 2) N " 0.08 0.08 0.18 ~  o.18 0.05 o
Loan Nix fyaar 3} 0.45 0.05 0,05 0.19 ®.20 0.08 1,
Loan Mix fyear 4) 0,435 0.04 0.04 0.0 8.2 0.07. .
Loan Kix (year 5) 0.45 0,04 0.04 0.20 0.20 0.07 1,00
Loanable Funds Factor (year 1) 1,50 1.00 1,00 1.00 1,00 1,00
Loanable Funds Factor (year 2) 1,40 1.00 1,00 1,00 1.00 1,00
Loanable Funds Factor !year 3) 1,70 1,00 1,00 1.00 1,00 1,00
Loznable Funds Factor lyear 4) 1,70 1.00 1.00 1.00 1.00 1,00
Loanable Funds ractor (year §) 1.70 {.00 $.00 1.00 1,00 1.00
Repayaenl Factos l )| 1 0,33 0. 14 0.25
Loan Size (LE) 150 3,000 6,000 1,130 103, 000 10,000
Individuzl Faro Benefils

Year | N 94,087 28,39 2,789 10E., 000 54,067

Year 2 0 54,067 28,394 2,76 F1S, 500 54,047
Year 3 0 94,087 28,374 2,760 127,650 54,067
Tear |4 ¢ 54,087 8,395 2,750 123,155 54,087
Year 5 0 54,067 23,394 2,78 193,731 54,087
Year & 0 54,067 8,375 0 18,417 34,087
Year 7 0 54,087 8,37 0 167, 4% 84,087
Year 8 0 54,087 22,39 0 0 54,067
Tear 9 0 S04 23,334 0 0 54,087
Year 10 0 £5,267 41,096 b 0 15,267

Individual Fara Cosis )
Year | 117 76,807 v, s 4,760 5,700 80,407
Year 2 0 50,217 4,523 960 T 00 0,217
Year 3 0 50,27 4,33 $49 TI00 t0, 20
Year 4 0 54,407 N1 580 ML, 700 54,407
Year § 0 50,217 24,523 740 7,00 50,217
Year & 0 50,217 24,923 0 T, 750 50,217
Year 7 0 94,407 2,117 0 T, 190 54,407
Year 8 0 50,217 24,523 0 0 50,217
fear 9 0 50,217 24,923 0 0 0,07
Year 10 0 91,614 29,654 0 0 ol 614

Tolal Cepital (year 1) 27,000,000

Total Cepital (year 2) 27,000,000

Tolal Capital (year 3} 27,00¢, 000

Total Cepital tyear 4) 27,000,000

Total Cepital (year S) 27,000,040

Loan six=percentage voluze of capital funds leni in 2ach enterprise calegory.

Loanable funds factor=nucher of lises a loan is nade in cne year.

Repaysent faclor=percentage of loan repayed by January st of the following year,

014 Koriey=capital fund of previous year suliplied by repayrenl factor :

New goney=Annual addilion of nen loan funds to projecty toaputed by aultiplying alluml new coney factor by lotal capital fund,

Capital fund=new maney + old ecney,

Loanable funds=capital fund sultiplied by loanable funds faclor,

Kusber of loans=loznable funds diviced by loan size lexcept for poulley = pullels lmsas, which are multiplied by § and 3,
respectively, before dividing inlo loansble funds, since farcers take oul 5. breiler snd 3 pullets loans per year),

Tolal fara benelils=individual fara benefils eulliplied by nuaber of loans, e -

Tolal fare cosls= individuz} {aro costs tulliplied by nuaber of loans.



fable 14 {continued)

Rnnex 7-B

Year | Crops  Broilers  Pullets Equip Dealers Other
0ld aoney fyear 1)
Kew soney (year 1) 10,800,000 3,789,000 3,780,000 2,700,000 4,320,000 1,620,000
014 + Kew noney (year 1) 10,800,000 3,780,000 3,730,000 2,700,000 8,320,000 1,620,090
Capital Fund (year 1) 10,800,000 3,780,000 3,780,000 2,700,000 4,320,000 1,520,000
Losnable Fund fyear 1) 16,200,000 3,780,000 3,730,000 2,700,000 4,320,000 1,620,000
Nusber of Loans 108,000 252 210 2,348 - 162
Total Fare Benefils
Year 1 - 40,241,548 13,624,333 5,563,150 8,480,000 4,493,233 8,759,824
Year 2 0 13,624,833 5,953,160 6,480,000 4,044,212 8,758,821
Year 3 0 13,524,833 5,953, 140 6,460,000 5,328,499 e,753,521
Year 4 0 13,624,833 5,953,160 6,430,000 5,881,549 8,753,621
Year 5 0 13,624,833 5,983,160 6,480,000 8,447,725 8,758,82]
Yoar & 0 13,824,633 5,983,160 0 8,770,112 8,733,821
Year 7 0 13,424,833 5,953,140 0 7,108,618 8,759,621
Year 8 0 13,624,833 5,983,140 0 0 8,753,821
Year § 0 13,524,633 5,963,140 0 0 8,753,62¢
Year 10 0 16,447,233 8,830,140 0 0 12,193,221
Tola) Fara Costs
Your | 10,813,813 19,385, 384 11,008, 185 075,852 16,554,703 13,085,334
Year 2 0 12,654,634 5,233,745 2,833,913 3,007,223 8,135,154
Year 3 0 12,454,434 5,213,744 , 235,513 3,007,203 3,135,154
Year 4 ¢ 13,710,554 5,854,485 2,253,813 2,007,223 6,812,334
——-Year 5 -0 12,654,636 5,233,746 2,253,913 3,007,223 5,135,154
Year'p 0 12,654,654 5,233,745 0 3,007,223 8,135,154
Year 7 0 13,710,584 5,854,434 0 3,007,223 8,813,914
Year § 0 12,634,824 5,233,745 0 0 8,135,154
Year 9 0 12,654,454 5,213,74¢ 0 0 B,135,i%¢
Year JO 0 13,006,728 5,357,25 0 0 8,36!,4¢8
Year 2 Crops  Broilers Pullels Equip  Realer Other
016 roney lyear 2) 10,800,000 3,789,000 3,760,000 £91,000 17,133 405,000
Rew aoney lyesr ?2) 1,340,000 2,1£0,000 2,140,000 5,680,000 4,250,000 1,520,000
01d + Kow raney f(year 2) 22,140,000 5,940,000 5,940,000 5,751,000 4,477,143 2,025,000
Cepital Fund {year 2) 19,894,720 3,781,251 3,721,651 8,009,166 B,507, 184 2,236,25%
. Leanable Fund (year 2) 31,767,552 3,781,851 3,781,851 8,509,186 31509 166 2,634,359
Rucber of Loans 211,784 252 210 1,358 83 284
" Total Faen Benefits
Year | 78,912,086 13,631,506 I, 955,081 20,421,938 &,574,392 15,335,445
Year 2 0 13,631,505 5,965,081 20,421,598 §,541,631 15,335,445
Year 3 013,831,505 5,968,081 20,421,558 19,49, 015 15,335,443
Year 4 0 13,631,595 5,558,081 20,621,598 11,245,616 15,335,445
Year 5 - 0 13,631,306 5,984,051 20,421,998 12,700,173 15,335, 445
Year 4 0 13,631,506 5,956,051 0 13,335,187 15,335,445
Year 7 0 13,631,506 5,964,081 0 14,001,945 15,335,445
Year 8 0 13,631,505 5,564,081 0 0 15,335,445
Year § 0 13,831,506 5,986,051 0 0 15,335,445
Year {0 0 16,435,289 8,434,387 0 0 21,348,583

21,000,000

, 21,000,000

27,900,000
32,400,000
11,014

19,472,245
39,671,086
10,155,513
40,403,333
41,214,540
35,118,528
35,455,432
28,346,314

)

---------

---------

20,273,143
27,000,060
47,273,143
£,273, 143
59, 185,975

220,011

182,941,497
84,850,561
65,851, (44
65,500,645
63,055,207

43,262,218.
18,93¢,977

34,933,031

34,933,031

45.438.344

|



Table 14 {continued)

Total Fars Costs

Annex 7§

Year | 24,746,948 19,364,844 11,033,853 35,220,547 219,793,757 22,806,550 133,984,534
Year 2 0 12,540,882 §,236,309 7,103,364 5,923,371 14,243,492 45,147,358
Year 3 0 12,660,882 §,234,309 7,103,304 5,923,371 14,243,492 45,147,358
Year 4 0 13,717,219 5,697,215 7,103,304 5,923,371 15,431,939 47,873,148
Year 5 0 12,660,662 5,236,309 7,103,304 8,923,371 14,243,492 45,167,353
Year & 0 12,680,882 5,234,309 0 5,923,371 14,243,492 - 35,064,055
Year 7 0 13,717,219 5,497,275 ¢ 5,923,371 15,431,939 490,749,8¢5
Year 8 0 12,660,882 5,236,309 0 T 0 14,243,492 32,140,484
Year 9 0 12,660,832 5,235,309 0 0 14,243,492 32,140,584
Year 10 0 13,013,099 5,389,895 0 0 14,639,738 33,042,729
Yaar 3 Crops  Broilers  Pullels Equip  I[Dealer ther Tolal
0ld zoney I[year 3) 19,854,720 3,781,851 3,731,551 3,639,025 14,832,738 1,114,097 34,064,283
Kes noney (year 3) 12,130,000 1,350,6¢0 1,350,000 10,000 3,400,000 1,620,000 27,000,089
014 + Hex nosey tyear 3) 32,004,720 5,131,851 5,131,851 6,623,025 7,232,133 2,734,097 61,044,233
Capital Fund (year 3) 27,478,921 2,442,571 2,342,571 12,212,857 12,212,857 4,274,500 61,084,233
Loanadble Furd (ycar 3) 46,114,176 2,442,511 2,442,571 12,212,657 18,212,657 4,274,500 £9,299,302
Nusber of Lons 311,428 163 136 10,420 118 a2l 302,892
Tolal Fara Denelils ' .
Year | 118,040,170 8,804,135 3,853,272 07,310,855 2%,%44,427 23,110,851 210,383,730
Year 2 0 8,604,134 3,852,252 3,310,558 &, 500,570 23, 1ie, 850 73,560, 704
Year 3 0 8,804,134 3,853,292 29,110,855 Sy, 5TE 23,110,850 73,380,704
~-Yeae 4 -~ 0 8,804,134 3,853,292 29,319,585 &,201,371 23,110,851 73,520, 7¢4
Year § 0 8,804,134 3,853,252 23,310,656 5,501,571 23,110,350 73,550,704 -
Year & 0 8,604,134 3,853,292 0 &,301,571 23,110,851 40 249,643
Year 7 0 8,604,134 3,553,272 0 &,501,571 23,110,550 44,289,543
Year 8 0 8,204,134 3,833,292 0 0 23,119,850 I5,71¢8,217
Year § 0 8,804,134 3,853,292 0 0 23,110,851 35,783,0M7
Year 10 0 10,827,920 5,576,482 0 0 32,172,191 43,217,313
Tctal Fara Cosls
Year | 36,390,381 12,507,105 7,128,419 30,330,605 23,634,427 34,343,970 17v,733,908
Year 2 0 6,177,240 3,331,957 10,155,050 By 501,871 21,465,286 54,721,104
Yeat 3 0 8,177,240 3,331,537 10,195,080 &, 001,971 21,485,28 St 1
Year 4 0 8,859,532 3,679,879 19,195,080 &,301,571 23,255,271 54,492,133
Year § 0 8,177,240 3,381,557 10,145,080 B, 500,070 21,485,255 51,721,104
Year & 0 8,177,240 3,331,957 ¢ BS01,571 21,465,258 41,526,024
Year 7 0 8,859,532 3,479,679 0 &301,571 23,256,211 44,287,053
Year 8 0 8,177,240 3,381,557 0 0 21,865,256 13,024,453
Year § 0 8,177,240 3,381,957 0 0 21,465,256 33,024,453
Year 10 0 8,404,725 3,481,153 0 0 22,062,403 33,948,281
Year § Crops  Broilers  Pullets Euip  D:aler Other Tolal
0ld noney (year 3) 27,478,921 2,442,571 2,442,571 1,729,247 5911432 2,162,722 45,853,471
New aoney lyear 4) 12,150,000 1,080,000 ,080,000 5,400,000 %;400,000 1,890,000 27,000,000
01d + New aaney (year 4) 39,628,927 3,522,571 3,522,571 13,129,287 &,;977,432 4,072,722 12,653,491
Capital Fund fyear 4) 32,784,071 2,914,140 2,914, 140 14,370,698 " 14,7570,498 5,099,744 12,653,491
Loanable Fund {year 4) 59,732,321 2,914,140 2,914,140 14,570,693 | 1£010,698 5,079,744 95,802,341
HNueoer of Loans 371,553 194 162 12,670 144 510 385,231
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Table 14 (conlinued)

Total Fara.Benefils
Year |
Year 2
Year 3
Year 4
Year 5
Year &
Year 7
Year B
Year 9
Year 10

Total Fare Costs
Year |
Year 2
Year 3
Yeer 4
Year §
Year &
Year 7

NYear B

Year §
Year 10

e e e s a e " m - -

01d roney fyear 4)

New taney (year 5)

D1d ¢ New money (yesr §)
Capilel Fund (year 5)
Loanzble Fund (year 5)
Kunber of Lozns

Tolal Fara 2enefils
Year |

Year 2

Year 3

Year 4

Year §

Year &

Year 7
. Year B

Year §

Year 10

Total Fars Costs
Year |
Year 2
Year 3
Year 4

«Year 5

Year &
Year 7
Yoar 8
Year §

138,443, 148 10,503,880
010,503, 880

¢ 0 10,503,880

0 10,503,880

0 10,503,880

0 10,503,280

0 10,503, 280

0 10,503,880

0 10,503,530

0 12,679,771

e
b
-
B
—
wn
-
-y
-0
-
-

4,597,217 34,99, 676
4,597,217 34,949,876
4,597,217 34,99, 876
4,597,217 34,949, 676
4,597,217 34,969, 676

18,853,624 27,572,684
16,338,987 27,572, 484
13,972,685 27,512, 684
19,770,174 27,572, 481

20,747,191 27,572, 684

22,834,551 27,572,584
23,976,219 21,572, 684
0 27,572, 684
0 27,572,684
0 38,364, 142

35,406,250 41,005,515
10,142,504 25,609,335
10,142,904 25,609,365
10,142,904 21,785, 179
10,142,504 25,409,335
10,142,904 25,609, 365
10,142,904 27,746,179

0 25,609, 364

0 25,609,305

0 26,521,821

- SRSEmmeEa e ma e s m s aeman s maeean o

BESEaEErES s s

32,784,071
12,150,600
44,934,071
38,889,005 3,455,023
66,077,308 3,455,023

440,515 230

2,914, 140
7,030,000
3,994, 140

453,467

51 L74,276 17,491,328
0 11,566,725
0 11,J55 725
0 12,531,828
0 11,546,725
0 11;56,725
0 12,531,628
0 11,565,725
0 11,566,725

4,597,217 0
4,537,217 0
4,597,217 0
4,597,217 0
6,633,305 0
8,502,261 40,310,020
4,034,555 !-,163 365
4,034,865 12,163,365
4,390,087 12, 143,345
4,034,885 12,163,345
4,014,855 0
4,390,037 0
4,034,865 0
4,014,655 0
4,153,212 0
- Pullels Equin

2,914,180 11, E46,598
Iy 0“0 0t 5,400 009
3,974,140 17,045,598
3,455,023 17,215,113
3,455,023 17,275,113

192 15,022

5,450,490 41,440,272
5,450,430 41,4£0,272 ¢
5,450,450 41,480,272
5,450,430 41,460,272
5,450,430 41,460,272
5,450, 450 0
5,450,450 0
5,450,430 0
5,450,490 0
7,583,201 0

10,080,335 71,503,547
5,783,785 14,420,954
4,783,785 14,420,964
5,204,915 14,420, 964
4,783,785 14,420, 954

4,183,785 0
5,204,915 o
4,783,786

4,783,786 ' 0

Dealer Gther
£658,950 3,452,45
<y 400,000 1,650,000

58;053,960 5,347,453
12,275,013 4,084,299
17,205,113 6,048,250

168 405

E,610,552 32,650, 351
2,371,408 32,490, 351
‘,Lrna 748 32,690,351
23,339, £45 32,650,351
25,783,610 32,690, 35
27,072,790 32,450,354
‘atw 430 32,690,351
0 32,690,351

0 32,490,351

0 45,508, 485

42,215,010 48,816,401

12,025,491 30,362, 653
12,025,491 30,362, 653
12,025,491 32,556,048
125025, 491 30,362, 653
12,025,491 30, 362 653
12,025,491 32,876,048

omwwss

0 30 35:.,0.:3

Annex 7-9

230,940,229
93,982, 444
95,614,342

97,413,431

99,390, 643

65,508,332
8,450,060
42,673,781
42,673,781
57,717,218

203,761,801
61,708,497
81,708,437
65,012,503
81,206,437
49,543, 132
52,643, 142
19,400,228
39,400,213
40,502,413

---------

---------

59,375, 545
21,000, (90
B, 375, kb
B, 375, 545
113,523,870,

456,732

273,804,217
11,426, 183
113,343,349
115,494,224
117,838, 150
77,667,033
19,020,738
50,594,309
£0, 594,307
68,424,504

241,581,298
73,159,619
13,159, 619
17,079,246
73,159,619
58,738,455 -
62,653,282
16,713, 163
48,713,143
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Fable 14 {conlinued)

Annex 7-8

APC IRR
Year Aid Training Eoe Cosputers  Other Total Bross Tata) Net
Tech Support | Rid Fara Project Fare |
Assist, Cosis Costs Costs Benefits
1 2,262,600 715,153 19,938,939 1,012,500 (35,422,190 77,761,987 437,113,319 79,472,245 (57,441,134)
2 2,262,600 764,775 18,989,519 1,350,000 32,624,112 165,251,254  '221;242,251 182,612,873 (33,429,468)
3 2,262,600 890,325 19,147,253 1,350,000 32,908,199 247,240,387 303,799,384 316,018,104 12,216,739
4 2,262,600 1,118,450 19,985,768 1,012,500 32,614,373 334,130,383 391,302,074 411,040,359 19,758,285
. 2,262,600 867,008 21,220,460 337,500 32,206,941 434,168, 753 491,061,330 549,542,549 53,461,220
b 0 0 9 0 0 263,555,415  .263,558,424 383,795,367 120,233,543
7 0 0 0 0 0 259,183,493 259,183,493 368,081,333 103,697,840
8 0 0 0 0 0 247,105,216 247,105,216 336,435,513 59,331,257
9 0 0 0 0 0 225,164,072 225,164,072 290,8%,216  £5,732, 144
10 0 0 0 0 0 203,508,385 203,508,385 252,239,081 43,780,495
1 0 0 0 0 0 158,125,893 143,125,693 203,501,061 35,775,363
12 0 0 0 0 0 120,061,873 120,081,873 141,845,863 21,583,750
13 0 0 0 0 0 82,215,576 87,215,576 103,311,526 21,055,550
14 0 0 0 0 0 48,019,920 45,019,520 68,429,504 20,205,523
TOTAL 11,313,000 4,353,750 99,261,952 3,082,500 165,975,816 2,820,451,844 118,433,942 3,624,040,352 525,821,450
IRR 39,301
NPV of Benefits al 51 1,980,129,973
- KPV of Cosls al 151 1,440,153,263
bifference 139,976,719
B/C Ralio .09
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Social Soundness Analysis

I. " Introduction

This analysis discusses the compatibility of the project with the s
sociocultural environment into which it will be introduced; the likely social
consequences and benefit incidence; and its potential spread effects, .

'The analysis was prepared principally from secondary source materials, namely,
the Bremer, beschamps, and Edwards pre-PID design reports, the Adams study of
rural life in an Egvptian village, and interviews with SFPP znd USAID project
personnel,

II. Socio-cultural compatibility

Past government agricultural policies have resulted in a socio-cultural
environment which limits farmer receptivity to adaption of mew technologies
which would increase agricultural production and reinforces. attitudes of many
governinent officials that farmers are unable to make the correct production
decisions., By supporting the government in implementing agricultural policy
reforms, this project intends to change the environment so ithat increased
agricultural procduction and increased rural incomes can ba achieved, However,
this changed environment will not occur overnight. The policy changes will ke
implemented in a phased fashion. Therefore a major increase in farmer
receptivity and participation in raising farm productivity may not be apparent
in the initial phases of project implementation., It will Am very important
for MOA~and PBDAC personnel to understand that these changes will be gradual, -
and to be willing to continue policy and administrative ref'orms, even in the
absence of imacdiate farmer tesponse to the initial changes.,

A, Farmer receptivit{® to invest in new technolo ies
/

~
In absence of a more-favorable pricing policy environment, farmer receptivity
to invest in new technological inputs will not be very higl. However, when
there is real and tangible mvement on dismantling of pricimg policies and
Crop controls, and farmers gain confidence that these changes will be
permanent, farmer receptivity to new technological inputs ¢an be expected to
increase, resulting in a demand for additional credit,

In addition to disincantives resulting from agricultural policies, there are
two other important constraints to increasing and expanding farmer
participation in increased production, These are pre-determined inputs and
availability only of supervised, in-kind credit. 1In order to break out of the
cycle of low productivity, the farmer needs to have more flexibility in the
decision-making process of what he will grow. He needs access to cash credit
to buy alternative and better products, and to buy larger amcunts of inputs.
He also needs access to an expanded input supply system,

One of the objectives of the project is to begin to institu=ionalize systems
developed under the Small Farmer Production Project (SFPP) ‘to make credit
accessible to small farmers and rural entrepreneurs providing farm-related
services and products, The Edwards Report points out several characteristsics
of the SFPP that would not be desirable to replicate in a mew credit.
intervention, which are virtually synonvmous with the existing constraints
just mentioned, Under the SFPP: ‘
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1, Farmers were required to take an entire package--no more and no less—
' in order to ob%ain credit (though in practice this was not strongly
enforced). :

2. Virtually the entire loan was made in-kind, not in cash.

3. The project itself provided all inputs--which were not available
through any other source. - .

The Edwards report also set forth redirections needed by PBDAC, including:
1. Movement towards less supervision of credit.

2, More flexibility in recommended practices. One of the findings of
the SFPP evaluation (which has also held true elsewhere) was that
farmers are more likely to accept parts of a technalogy package
at a time, rather than the entire package all at once.

3. Increased credit in cash rather than in-kind,

The project intends to incorporate all of these changes, which shoulgd
greatly irprove the chances of achieving farmer receptivity to technology
adaptation to increase production.

B. Government attitudizs towards farmer decisicn-making:

There are apparently lingering attitudes among many ccntral government
officials, including some from PBDAC, that left to themseives, farmers will
not make the correct production decisions. A primary thrust of this project
15 to change institutional behuvior, attitudes, and ways of doing bhusiness
with farmers in order to increase their agricultural productivity. It will be
important for project success Lo effect a change in attitudes among MOA and
PEDAC personnel who mistrust farmers' ability to make appropriate production
decisions. The experience of SFPP has demonstrated to PBDAC that even the
poorest farmers who lack collateral will act responsibly in utilizing credit
and repaying their loans if given the opportunity, However, more salesmanship
is needed., The training provided in the project will be an importent factor
in eliminating this distrust of farmers.

IT. Social Consequences and Beneficiary Incidence
A. Impact on the small farmer.

The economic analysis has made some projections as to the emormous benefits to
Egypt's farmers that can be expected if the project is implemented
successfully. These farmers are the primary direct beneficiaries of the
project's policy interventions and related expansion of credit availability.

Freeing up the agricultural pricing structure and provision of credit alone do
not guarantee, however, that the project benefits will reach the poorest
farmers. Medium and large farmers have greater access to credit and inputs
than small farmers, because they are able to provide collateral for their
loans and are considered by the PBDAC to be better credit risks. In order ‘to
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ensure that credit is available to the smaller farmers, the project will
expand the SFPP window, which guarantees access to formal cwedit to farmers
who are unable to provide collateral, from the approximately 50 village banks
included in the original SFPP to 300 village banks. ' ol

Since the project intends to rely on the private sector for input supply and
marketing, the question also arises as to how availability af research and
extension services can be assured, especially to that groupr of poor farmers
which traditionally has had the least access, It is envisi@ned that in the
early stages of the project, technology packages will be delivered as they
were under the SFPP, by village extension agents associated with the village
‘banks, Under SFPP, however, this resylted in a fractioning ‘of portions of the
extension service from the national extension service. The project will try
to reduce the fractioning impact by raising the supervisiom .of extension
agents to tne district or governorate level, rather than at. the village bank
level,

.
As implementation progresses and activity of private sector input supply
dealers increases, these entrepreneurs will be expected to take on much of the
input marketing and distribution responsibility. It may be, however, that '
private dealers will be unwilling to market products in the more remote areas,
because of the high costs of doing so. Consequently, farmers in these arecas
may lack access to inputs. Project managers should ke alert to this
possibility, and should be willing to make project revisions as needsd to
ensure that these groups ace reached, . . e e e e L .. ——————

B. Impact on PBDAC

Clearly the project will result in more modern, streamlinedi, and efficient
banking operations for PBDAC, and increased skill levels of its employees,

" However, the changes called for in this project will also aiffect the authority
structure of the bank. It may affect internal staff levels;, relationships to
private sector companies, and many other aspects of the way the bank does
business., The bottom line is the eventual jnetarorphosis of 'the PBDAC into a
mote bank-like institution as its non-bank functions move fmto the private
sector, '

It is important for the project to identify mutually-agreedt-upon incremental
changes to serve as benchmarks of brogress towards a more private sector
orientation, and specific details of what the changes will ive and how they
will be implemented. Although PBDAC is not the only institwtion involved in
the change process, the institutional focus is on the bank. Project
management should understand the limits of the bank's discrietionary power and
authority and the range of authority delegated to the bank by its principal
Ministry administrators. Otherwise, there is a risk that implementation may
get bogged dovn in confusicn of conflicting authority channedls. It may be
useful for the T.A. contractor, as an initial implementatiom action, to
undertake an organizational analysis of the PBDAC, to ensur=m that the actions
the project requires of it are realistic and achievable,

An cqually important institutional issue’is the fate of the: PBDAC employees
who are currently involved in the input supply and procuremsnt activities. It

is not realistic to suppose that PBDAC will be able to eliminate these
functions without great internal stress, unless the affected employees can be
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moved to other positions in the Bank or offered equally attmactive erployment
in the private sector or other government agencies. It will be necessary
early on in project life to examine who in PBDAC will be affiected by the
proposed changes, and how a smooth transition can be implemented.

C. Impact on the Private Sector

The Bremer report projects a very positive and favorable climate for private
sector intervention in agricultural input supply, distribution-and marketing.,
Bremer notes, however, that there remain widespread beliefs, particularly
among central government officials, that private suppliers will not perform
acceptably. To change these beliefs, it will be necessary to demonstrate that

1. Private suppliers operating in a competitive enviromment will not
gouge the farmers;

2. A competitive market will do at least as good a job as PRDAC in
getting the right inputs to the farmer on time and in good condition.

If this project demonstrates these two points, it will go a dong way in
changing traditional attitudes of fear towards private secte:r freedom.

Aside from the Bremer report, there has been done no indeptih analysis of the
rural private sector's ability to obtain credit needed to expand its input
supply and marketing operations, or its ability to obtain access to the fall

. fange of inputs needed to acdopt HYV technologies. During project

implementation, project managers should determine if private supplicrs' credit
and technology nceds are being met threugh existing channels, or if there is a
need to initiate new activities to yrovide them--through thic or other '
projects,

. D. Impact on Vomen

The project will affect women at two levels: those employed within the PBDAC
system, and those engaged in incomc-generating activities fin agriculture. For
those employed within PEDAC, the irpact may be felt primarily in areas of
improved skills training and overall improvements in vorking conditians due to
the introduction of mechanized accounting systems. For those engaged in
income-generating activities in agriculture, the impact will be felt, for
example, in the improved delivery of inputs and extension services. In the
long term, the impact will be felt in the introduction of more flexibility :in
decision-making concerning inputs and recommended uses.

Approximately 8.5 percent of the total PRDAC staff cf 34,000 are womsn. A
large number of these women work in village banks where they tend to occupy
lower status jobs such as clerical positions. Ameng their responsibilities is
maintenance of several thousand acccunts entirely by hand. Under the
institutional strengthening component of this project, help is to be provided
in addressing the weaknesses of the management information system., This may
lead to the upgradirg of skills and positions of women empioyed in certain
clerical positions, .
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Documentation from the SFPP evaluations indicate that many women who derive
income from raising of livestock and poultry benefited from active
participation in the SFPP credit program. Though decontrol of maize prices
during the life of the ACPC will certainly affect the viability of ;
medium-scale livestock operations, the small-scale operations involving farm
women have not relied on subsidized feed heavily and are not expected to be
adversely affected by this change,
Gaps in the data base of SFPP point out the need to put a more systematized
and structured information gathering system into the APCP, to obtain more
sensitive information on how women are affected by the project,

ITI. Spread effects

If implerented successfully, this project has the potential of having creater
spread effects than any other project USAID has undertaken., If changes in
pricing and control policies lead to revitalization of agricultural
production, the governmrent may be nore willing to consider pricing policy
changes in other cectors. Private sector activity in rural arcas can be
expacted to erxpand arcatly, not just because of the direct demands of farmers
for inputs and technology, but also because increased rural incemes will lzad
to demand for a whole new range cf services and products. The steady
migration of population from rural to urban areas should decline if the rural
areas can suddenly offer betbtor erployment and incone opportunities than they
_have in the past,
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Environmental Analysis

As indicated in the PID, an initial environhental examination
(IEE) is not required (exception 22 CFR 216.2 (i) (é) (i)) and no
serious environmental affect is foreseen. The $25 m. designated
for project activities will be used in the areaxof
institution-building and improving the PBDAC finamcial services

capabilities.

The project is expected to have a small but positive impact on
the rural environment. Land use patterns will nolt be altered as
part of this activity. 1Improving storage facilities will reswo't

in reducing health hazards to the farming community.

iIn compliance with USAID/MOA policy towards implementing a
comprehensive agricultural program rather than sepatate project
activities, the use of fertilizers and pesticides will be guided

by the technology developed under the NARP.

The NARP environmental concerns recognizes the importance of an
integrated pest management and crop protection system that would
substantially contribute to productivity increase and farmers'

profitability under a free market environment.



Project Paper 263-0202 Policy Envircrment Annex 7E

USAID/EGYPT PRIVATIZATIN PLAN
ANNEX L TO FY'88 ABS® -

A. BACKGROMND QI STATE INVOLVEMENT I THE ECONOMY OP EGYPT

. The genesis of Egypt's current ecoriomic structure was the
philosophical shift in development policy accompanying the officers' coup
d'etat in 1952, This change in government ended the post-colonial policies
of laissez-faire and introduced the principle of direct state leadership
and managemant of economic growth and distribution. Throughout the Nasser
period (1952 to 1970), the Goverrnment of Egypt (G0:2) established its almost
total dominance cf the cconomy through monopoly control of principal
agricultural activities (input supply and procurement of major crops),
nationalizaticn of existing industries and massive public swctor investment
In new industries, infrastructure and services. In additiom, the
government. intreduced a system of subsidies and price controls on most
connodities and many non-essuntial caisaoditices, .

. A significant political coalition suppocted these GO acticns. It
‘included the military; individuals and groudps wWho vore conmitted
ideologically to socialisn; proponents cf state capitalism as an
alternative to private roropelies and oligopolies; those wha balieved that
private enterprice vas incapable of organizing, financing amd managing
large scale industry; uneinpleyed and underenmployed workers who erpoected
Jobs from the public sector Investment program; and urban middle and Jower
income groups who sought subsidies and price Stability. The principal
“doners either did not object to the GOE's public sector strategy (the Arab
states) or were very supportive (eastern bloc countries)., ‘There were fuow
voices domestically or internationally who seriously auestimned the GOS's
program of state management of the econcmy . -

The first meaningful modification of the lasserist policies was the
*Open Door" concept of President Sadat, announced in 1974, This policy,
and the now farious Law 43 through which it was inplemented, sought to
attract foreign investmont into joint ventures with Egyptiains to augment
the stretched rescurces of the GOZ. Law 43 was to complemamt public
investment, not replace it. Firms incorporated under Law 43 were crnpased
to receive a number of incentives (tax holidays, initial dulty exemplions,
currency repatriation rights, etc.) and were supposed to opizrate as private
enterprises subject to world market conditions. Since the public sector
continued to operate and expand its vast subsidized industrial holdings and
services, investment under Lav 43 was primarily attractive in those
interested in exporting and those seeking to serve aspacts «f the domestic
narkel not captured by the public sector. 1In 1978, legislaltion similar to
Law 43 was passed for one hundred bercent Egyptian owned fimms (Law 159).

W
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Throughout the late 70's and early 80's, investments under Laws 43
and 159 have occurred, but their cumulative effect still represents a
relatively small portion of economic production and services. While the
laws themselves are attractive to investors, the. economic and bureaucratic .
climate in Egypt was (and remains) a significantly countervailing
disincentive, There were too few areas of the domestic market which
permitted an attractive return on privat sector investment bedause of the
doninance of the public sector and the structure of subsidies and price
controls. For investors interested in exporting, the procedures associated
with importing, exporting and foreign exchange transactions were
complicated and costly. Also, very high land prices have mad2 som»
investments not feasible. Finally, there was no assurance that a
profitable Law 43 or 159 firm would not attract direct competition from
future public sector investment. The lack of rcal investment opportunities
has resulted in large holdings of foreign exchange by Egyptians abroad.

One consequence of this environmant was to encourage private
investors to seek the participation of the public sector in joint ventures
organized under Laws 43 and 159, 1n this way, private investors sought to
co-opt tne public sector and eliminate the potential for direct
competition. Furthernoce, the‘privato investors felt that their public
sector partners were valuable (perhaps essential) in helping the new firm
deal with the awescme conplications of the political and burcaucratic
environment of Egyrt., For examnple, all large Law 42 banks are 51 porcent
-Or more owned by the public sector. The only “private sector” Law 43 "
cerant company is 90 percent owned by the pablic sector. Law 43 firms with
substantial public ownership produce shoes, serds, clay bricks, egys and
milk, Lo mention a few.

The partial opaning of the ccenomy undar Laws 43 and 159 and the
sizable [lows of foreign exchangs from oil exparts, vorker remittances,
Sucz Canal revenues and donors perinitted the GOZ to sustain its public
sector activities throughcut the 1970's. HMoney losing industries were
peruitted to continue operating because they employed thousands of .
workers. The GOE also continued its finsnce of consurption subsidies for
equity objectives and to maintain price stability. This occurrad despite.
the rise in consurption [rom population growth and an increasing inability
of domestic agriculture aid manufacturing to meet domestic denznd,

Small scale enterprises, including those in the informal economy,
were also adversely affected by the GOE developmant strategy. The large,
subsidized public firms which produced vast quantities of cheap, low
quality consumer goods seriously reduced the markets of small enterprises
and constrained their potential to expand. The GOS also subsidized imports
of items which its factories did not produce, consequently further
narrowing the market for small enterprises. The almost total public sector
control of raw materials and processed inputs {urther impaived the activity
of small enterj.rises, The availability of innuts was unceliable, because
small enterprises were the residual market for these goods only after the
input demands of the large public sector firms had been net, 7The quality



of publicly supplied inputs was inadequate for the needs of small
enterprises who catered to specialty markets not served by the large public
firms. 1In comparison to the public sector and the relatiwely larger Law 43
and Law 159 firms, small enterprises have been kept at a distinct
.disadvantage in obtaining credit, importing raw materials and acquiring
technology. Even the fundamental need for physical space to set up or
expand operations has been hurt by rent control and zoning laws which have
wildly distorted the real estate market throughout the country. Finally,
few entrepreneurs in Egypt have forgotten the nationalizatiod of the
1960's. Consequently, there has been a real reluctance ariong small
enterprises to expand for fear of renewed nationalizaticns or intense GOZ
control through the application of the myriad of regulatery laws which are
arbitrarily applied to informal private sectcr firms whose size makes them
noticeable to the bureaucracy.

The first serious attempt to adjust the econony and reduce the
rising subsidy burden on the government treasury camz in 1977. Prices of a
number of important items, including bread, were suddenly raised to reduce
the subsidy bill, However, the ycars of subsidy and price stability had
bacome too ingrained in popular expectations, and large scale uprisings
quickly forced a reversal of the adjustment program,

As Egypl has moved into the mid 1980's, the cost of the inefficient
public sector, subsidies and price controls has ceriously depleted the
country's rescurces. Public sector production, subsidies and vrice
controls have also seriously irpzded investment and growth, makinag the
overall econory overwhelmingly dependant on debt and denor financod
imports,  Today, the codntry's financial difficulties have boe coaponded
by the dacline in oil prices, workers! remittances, and tourism and the
leveling off of Suez Caial reverves and donor assistance. There is an
increased level of delate within the country on the nezed for reforms, and a
nunber of noteworthy events have occurred, Electricity, telephone svivice,
gasoline, breed and cother prices have been raised, althouwszh net
sufficiently to cover production costs. In addition, changes to sp2ad up
the investment approval process have been introduced. .Bubt the changes thus
far have boen very slight, as the cautious government is extremely
. sensitive to the potential for criticism from the opposition and popilar
uprisings in the streets, 1There is a ganuine fear that the real dich<iomy
in th: socicty bztween the very poor and the middle class and rich will be
exacerbated by a rise in tho price cf essential goods,

B CQUBNMT GOZ VIERS MID THE ERVTRCUSRIT POR FIIVATIZATION

The new Prime Minister and Cabinet appointed in September 1985
reflect a substantial connilinent to rethink the policies which preveiled in
the past. The Prime Hinister and a few key ministers are trained
economists vho espoused economic changes prior to their appaintinznt.  Since
September, considerable discussion has occurred within the governwment on
the need and moans for restructuring the economy to eliminate inefficiency
and promote qrouth. The governinent has presonted to the people its desire
for economic reform, but its recent actions have not yet constituted
significant initiatives.
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There are two important problems impeding the introduction of a bold
reform program. First, the GOE is sensitive to the great potential for a
serious and widespread negative reaction against economic reform. In ‘
particular, it'is nervous about reforms which reduce or eliminate subsidies °
that have kept prices of essential goods stable. Second, the public '
sector's network of ownership of enterprises and control of ‘markets is an
integrated system., It essentially conforms to a very complicated and
fairly rigid input-output matrix heavily dependent on imports. It is not
immediately apparent to the government which elerents of the system are
most airenable to change without intreducing an uncontrollakle chain
reaction. The industrial and service base of the private sector is not
sufficiently vell developed to dampen potentially devastdting periods of
eccnomic disequilibrium which would result if the government "reformed" the
wrong elements first. In addition, there is a real fear that most of the

important reforins will produce an uncontrollable inflation in the short run.

The principal reform themes pronounced by the govermaznt are as

follows:

-

There must. b2 a substantial irprovoirent in the efficioncy of the
public sector. ' :

Subsidies should be provided as monctary paymants to poople, not
as fixed prices on commodities, The tiransfer pxyieanks
eventually. should b2 fozused cn the puor, :

The private sector should be an important partner in future
investimant,

The corswrption of luxuries should be curtailerd vith the savings
invested in preductive assets that save or earn. {foreiun exchange.

The desert lands and the new' cities are a substantial resource
which should bz-used by the private sector for induslhrial
expansion.

These themas are consistent with an intent to contimue in the
imx=diate future the goverment's ownarship of industrial Firms and service
activities because the political coalition which originally supported
puablic ownership and control remaing essentially intect. Fany Bgvptians
still don't trust the private sector to deliver the goods and services Lo
the economy. thile the reform themes are broad-enoigh to permit elemants
of ‘the government to consider privatization in limited areas, public
discussion of privatization is extremely restricted. The following
summarizes the situation by catsgory of privatization,

1. Divestiturg~gf state cuned industrios:

The GO5's announced policy has been and remains that it will not
sell any public sector corporations owned by the national governent,
Furthermore, it will not close any of these public cowpanies regardless of
their economic viability., The very large companies are ingrained -in public



opinion as national treasures, symbolic of Egypt's independence and
capacity to start up and operate world-class operations. ({This view is
held regardless of the viability of the firms.) GOE and popular opinion
holds that to sell these firms is to sell the family jewels. Popular
opinion also associates private ownership more with exploitation than with
productivity. Furthermore, most of the public firms employ a substantial
labor force which is satisfied with the benefits of public employment and
fearful of their future in the private sector., The employee problem is
especially acute for those firms which were established ouitside of the
Cairo/dlexandria metropolitan areas because there may be no alternative
 brivate sector employment nzarby. '

The economic difficulties of the country, particularly with respect
to foreign exchangz, have left the GOE with little or no ability to expand
and modernize public firms. Consequently, there is increazmed GOZ interest
and willingness to structure new public sector investment wnder Law 43 as a
joint venture with private investors. ot oily does a Law 43 firm elicit
needed private capital; it also estab) ishes private sector erployment and
pricing practices from the start of the nev investient.  In this wvay, the
government can aveid its own restrictive laws. The GO2's intense desire
for new investment: for exports and emoloyment generation, crapled with its
increasing inability to be the prircipal financier, has resulted in Law 43
and 159 firins in which the GOZ has taken a minority cgquity position and
left the managemant to the private sector shareliolders. Even 1) cases -in

which the GOZ owns a majority interest, it has tried to allow the firms to .
act like private firms in terms of employinant policies, price flexibility
and the climination of subsidized inputs., HNotable exceptions, however,
remain, :

Some memders of the government hLave informally stated that the
government 1s willing to sell its shares in Law 43 and 159 [irms to private
individuals. However, such action has not occurred. In fact, when Chase
Manhattan Bank made a recent bid to acquire an dadditional two pzreent of
the shares of its joint venture bank with the CGOE, the GOZ insisted on
retaining its 51 percent own2rship. The efficiency and profitability of
these partly government-owned Law 43 and 159 firms mitigates against their
further divestment, The governmznt belicves its equity js secure., MHore
importantly, the distributed profits of these firms are a valiuable source
of revenue for the guvernmant's treasury. Finally, as an owner, the
governmant has a unique opportunity to know the firm's actual accounts so
that tax levies and macrozcononic pricing policies (or exceptions to these
policies) can be applied as ncessary. It is interesting to note that in °
1983 the governmont passed a law that parinits the sale of publicly owned
shares in Law 43 firms. However, gquidance to implement this law has not
yet been made available.

The governnent appears to be more willing to consider divestment of
companies owned by sub-national units such as Governorates. These
relatively smaller companies wvere developed by the local govermments to be
a source of revenue since local govermments were unable to expand tax
collection. However, the managemeit capability of local covernment has
been weak, and these firms are now an important drain on local resources,
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The government's Capital Markets Authority (CMi) has taken on the
task of analyzing the conditions of these local government companies and
developing a plan for their divestment. Furthermore, the Prime Minister
issued a decree in late June 1986 establising a high level committee to
consider this issue among other local government topics. The CiA believes
that these firms are small enough to be absorbed by the local private
sector. Also, the CMA believes that a divestiture at the local government
level would not attract national attention and the associated criticism
from those who insist on public ownership. Given the potential popular
reaction to a divestiture, even for a small firm owned by a local
governient, the CMA has been extremely reluctant to discuss its activity on
this issue and is cautious about formilating any request for external
assistance. Officials from the CtA, however, did attend the recent AID
sponsored Privatization Conference, and they have expressed an interest in
holding a follow-up workshop in Cairo to focus specifically on Egyptian
problems. Non-Egyptian experts are erxpected to be invited.

2. Contracting out managoinant and services:

The GOB has recently shown an interest in contracting with the
private sacter for sarvices which it traditionally provided, The Hinistry
of Tourism has recently contracted with a private firm to clean the besaches
at Alexandzia. The Cairo Governorate has stated a desire Lo contract for

-~ trash collection and street cleaning rather than expand its municipal
sanitation crew., The Gevernorate has signed several small street cleaning
contracts for selected areas of the city as a pilet efforc. VFor the
collection of household trash, the Cairo Guvernorate has agreed to license
private fioes to collect trash on a fee-for-service bhasis.

There is considerable scope for further contracting of public

“ 4 services, particularly in the naintenance of water and sever cystons and

"l roads, Local governmenks are willing to discuss this course of acticn, but
currently their budget constraints limit their abilitics to provide the
expacted level of services through contracts with private firms. (The
current public provision of these services, whiie inaduequate, allows local
government to claim that they are fulfilling Lheir obligations.) Shoutd
the collertion of fees and to:es improve so that there are sufficient
revenues Lo finance the level of maintenance required, these governments
will likely begin to use private sector contractors,

It shculd bz noted that the government is willing to obtain Dgyptian
and some expatriate technical assistance and consulting services for its
large public sector firms. However, it is not prepared to contractL oulb the
full management of these firms Lo the private sector, The one exception to
this is in the tourist industry, where contracts with recoygnized hoteliers
such as Sheraton and Oberoi have been executed in order to link these
government-owned facilities to the worldwide system of their hotels.
Whilethare is no intcrest by the government to sell ils tourist facilities,
the Hinistry of Tourism is very anxious to see the private sector carry out
a large percentage of the future investments in this sector,

oV



3. The special problem of agriculture:

The problem of privatization in the agriculture sector is at least
as difficult and challenging for the GOZ as privatization of industries., -
Like industry, agriculture is an integrated system of input monopoly and
controlled cutput. Cropping patterns are mandated. Many agricultural
products must be sold to the government at below market prices for inputs
to public sector agro-industries or for resale through publicly controlled
markets. The extensive and intense government involvement in agriculture
has been and remains primarily aimed at supporting low urban food prices
and controlling the countryside. As with public industries, however, the
" governmant is. becoming Increasingly aware of the imperative for major
reform. The most important recent event was the issuance of Decrees 120
and 121 in January 1956 which transferrod to the private sector the
responsibility for importing a wide variety of agricultural coamodities.
However, implementation of these decrces has been hampared by the larger
government effort to restrict imports., Private sector umerters have beoen
required to obtain import permits from government "Import Rationalization
Carmittees”, which seck te keep the LE/$ exchange rate stable by preventing
the import of "unnecessary® imports. ' )

The most significant effort Lo implement a reform within the cantest
of these conflicting governmont policies involives the pricing and
importation of corn. When the cermination of the govecment import |
monopoly on corn was first annoinced in January, the contrelled prics uvas
LE 63 per ten. The world vrice was LE 240 per ton. Private seckher
importers who bought dollars te meet the 150,000 ton renthly irpert
requiremant quickly pushed the LG/ exciange rate up by tem percont.  The
Import Rationalization Comnitlce prosotly respondad by impading the
lssuance of import licenses to private sector corn importers, By June, the
poultry producers wore in a state of panic as ramaining government corn
supplies were depleted and the private sector had not chtained parimission
to import. The governmznt then decided with the apparent support of the
large poultry producers to establish a transiticnal program whicn will
gradually raise the price of corn from LB 63 per ton to the nmarkel price.
On June 23, the government announced a naw controlled price of L8 120 por
ton and stated that it weuld continue to import until the private sector
was able tc take over. While there are conflicting reports about the
timing and size of the next price change, the governmant has stated its
comnitment to complote this privatization in the first half of cy 87. The
government also has permitted the market price of poultry ard eygs to
reflect this import price increase except in government own=d rotail
stores., In this case, the Hinistry of Supoly, which cparates these stores,
is required to finance the stbsidy., USAVID has been informad by the senior
government officials involved in these cvents that, despite the initial
problems, the freeins up of corn was intentionally chosen first because it
is relatively less sensitive politically than other key imports such as
vheat, : .
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C. URAID'S PRIVATIZATIN STRATEGY

USRAID's privatization strategy is a developing aspect of our larger
interest in assisting Eqypt's private sector, Currently our private sector
portfolio is aimed at improving the climate for private enterprise growth, -
and facilitating specific productive private .enterprise investments. As
yet, the Mission has not developed a specific project to support the -
.divestment of public sector companies. However, this issue, particularly
the termination of certain Gog monopolies, is a principal theme in the
overall Mission policy dialogue. The level and intensity of our policy
dialogue with the GOE has increased considerably over the past year. It
Will®continue to intensify in the immediate future as the economic
distortions brought on by current GOE policies exacerbate the Government's
public finance problems and erode the country's growth prospects.

Within our current portfolio, there are resources available to
provide to the GOZ initial technical assistance on divestment should such
assistance be requested, Wo are also in the design stag? of three projects
(Kima rertilizer, Agricultural Production Credit ang Cost Recovery Systems
for Health) which will explicitly seek to privatize activities which today
acte largely in the public sector., As we parsue our policy dialogue and
privatization initiatives, wo expect more opportunities will ehierg:? for
project and program resources to be focussed specifically for divestment.

~

Our specific privatization strategy will encompass the following
main theines, : :

1. Support changes in nacroeconomic policy which move the Egyptian
econony toward a market basis.

2. Terminate the government monopoly in selected agricultural
inputs and productrn.

3. Support full or substantial divestment of selected public
enterprises,

4. Assist the government in its desire to divest firms ouned by
local government units.

5. Assist in privatizing, or at Jeast contracting out Lo tho
private sector, selected "public services" such as trash
collection and curative health services.

The detailed eclements of these themezs and the target dates for their
achievemant are described below. It should be noted, however, that this
description is limited to the specific tepic of divestnent. It does not
discuss all of our Support to the private sector, much of vhich is not
explicitly linked to reduction of public sector involvemant. Should UsaID
succeed in improving the policy invironment for the private sector, we
expact that our-private sector program would gradually shift from its



present portfolio emphasis of private enterprise credit to more explicit
assistance for divestiture., If the GOE seriously implem=nts a reform
program along the lines of its public statements, the need for concessional
assistance to the private sector will be eliminated.

1. Support changes in macroeconomic policy that move the Egyptian ecdncmy
toward a market basis. .

a. Short run objectives:

(1) Institute a system of fair tariffs which replaces the Import
Rationalization Committees, These tariffs should tay the imports of public
and private sector firms at the same rate. In addition, ‘the e¢xchange rate
used to value the imports should be at least the bank inczntive rate-
(approximately ¢ = LE 1.35). The.target date for achievement of this
cbjective is fourth quarter FY 86. This objective has been a key point in
the Mission's overall policy dialogue throughout Fy 86.

(2) Pestructure the multiple exchange rate systremn toward a
single, market determined rate. Tnis cbjective will be achieved in :
rhases, The first phase, targeted for conpletion in Fy 87, will reduce the
numder of exchange rates to two —— the bank incentive rati2, now at
81 = LE 1.35, and the "own" or market exchang2 rate now att $1 = LB 1,86,

In addition, the "own" exchange rate will be given greater legal status and
‘Lo oparated- through the ceimmercial banking system, The target daze for the
single excahnge rate is Fy 88.

b. Lony run objectives:

In the long tcrm, we will concentrate on the fiscal, monetary,
balance of pavients and delbt Rnanagamenl. targets specificar in our Action
Plan. We will also seck ovement in the price of essential comnodit ies
‘such that they eventually reflect the market conditions ok . supply and
demand. Initial attentjon during the period covereg by ewr next CD5S will
focus on the prices of energy, money (interest), and agricultural inputs
and products.

2. Terminate the qovernment monopoly in selected.aqricuﬁmural inpits and

product:i;,

a. Short run ohjectives:

(1) Assist the govermment to divest jts inport monopolv on
corn. The target date'for achievemant Of this objective is Juna 1947,
This objective will be met by assisting the government irm financirg its
transitional program to privatize the ilportation and markieting of corn.
Up to $40 million in Fy 86 governmont CIP funds will be used Lo assist the
Principal Bank for Dovelopment of Agricultural Coopzrativess (PBDAC) in
order to partially meet impor. needs as the private sector initiates its
import activity, UsSAID anticipates that when the real market price is
reached by June 1987, Egyptian farmers will Lespond by increasing domestic
production of corn., It is pessible that over a threo to fiive year periog, !
local corn produrtion could be increased sufficiently to meplcre irports, \5?7
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(2) Assist the government to decontrol the prediction and
marketing of rice. This objective is targeted for late €Y 87. Like corn;
rice is less sensitive politically than wheat, cotton and sugar. OQur. ~
support for freeing up rice will be a part of the overall policy dialogue
and a specified cbjective in the Agricultural Production Tredit project,

(3) Establish a legal free market in nitrogen fertilizer. This
objective will be achieved in several phases. The first jphase is to obtain
GOE consent to allowing the domestic fertilizer factories to sell ten
percent of their product to private buyers on a cash and: -carry basis, The
- Price of this fertilizer would be determined by the market, Following
this, the GOE would expand the share of fertilizer markeited through the
private sector., fThe target for permitting the first tem percent to flow
through the free morket is FY 87. This objective is ona wof the main points
of the overall policy dialoyue and essential conditions within the
Agricultural Production Credit project and the Kima Fertilizer project.

b. Long run obijnctives:

If corn, rice and at Jeast ten percent of the mitrogen
fertilizer are successfully shifted from the pablic sector monopoly to the
private sector, our leng run goals will be to Shift more «commdities to the

private sector. The principal cannodities will ba Wheat, cotton, sugar and .

the remaining public sector fertilizer sales., 1In additiam, we vill press

for the removal of controlled cropping patterns and permission forr private

banks to branch inte rural credit activities, This long: run objective will
be an undarlining policy theme in the Agricultural Producticn Credit
project, The projuct will help the GOE dismantle its Mooy now
implervented through the Principal Bank for Developient of Agricultural
Cooperatives {(P3DNC). '

3. Support full or substantial divestinent of selected pablic enterprises.

a. Short run objectives:

(1) USAID will continue to support the substamtial shift of
automobile production from the public sector to the private sector. This
brocess started with the one hundred percent privately owmed GHS truck
plant in October 1985, 1t has continued with the GoOB apgrroval of the
General Misr Car Co. (GMCC). This large undertaking and the privake sector
feeder industries associated with it represent one of the most significant
divestments of functions thus far carried out by the government, On the
policy level, USAID has been a constant supporter of this privatization
activity. On a financial level, we plan to use the PIE Fund to facilitate
this significant investmant, PIE Fund resources will be made available to
the principal company--GHcCC--as well as many of the new joint venture
feeder companies. :




(2) As a condition for support of the rehabilitation of the Kima
fertilizer plant, URAID is seeking expanded private ownership of this
facility. Currently the firm is structured as a joint stock company, but,
only four percent of the shares are privately held. 1In supporting this,
project, URAID is seeking a significant expansion of the private equity.

We have discussed with the government several possible options in this
regard including the possibility of transferring equity t-o Kima's employees
under an Employee Stock Ownership Program (ESOP). The target for this
objective is late Fry 87.

b. Long run obiectives.

USAID will continue to seek privatization opportumities as the GOE
attitude towards this concept bacomes more accepting.

4. Assist the governrent in its desire to divest firms owned by local
government units,

a. Short run objectives:

In the short run, our expectations are limited to imoroving our
dialogue with the GOZ on this issue. There are considerabio technical
provlems related to the valuation of assets and the form of divestment
which limit the likelihood of spacific divestments occuring within the

. next twelve months, liviever, wa will ssek to provide som2 types of
advisory assistance to this effort through our Capital markets project and
our Local Development II projeck.

b. [ong run objectives:

During the planning period covered by our upoming CDSS, USy1D plans
to develop a program vhich will assist the €02 in restrecturing the
financial condition of these governorate firms so that &hey can Le
purchased Ly the private sector. 'The design of this effort depends on the
Success of our dialogue with the gogp on the divestment of governcrate
firms, and the GOZ must seek a project role for AID.

5. Assist in privatizing, or contractina out_to the private sector, public
services. '

a. Short run objectives:

(1) Supporl. the development of a privale sector solid waste
managament system for Cairo, financed entirely by fees knt scrvices ang
resale of recyclable materials, Our primary effort will be to medarnize
the oparation of the traditional collectors of housechold trash -- the
Zabaleen -- by facilitating their financing of motor vehricles for trash
collection, The target date for starting this activity is December 1986,
Funds for this activity will be obtained from existing resources in our
local governient projects or from reflows of our private .sector credit
activity, -

V7
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(2) Reduce the level of the government's provision of curatiye;

health services by expanding the availability of private medical
facilities., This activity is the subject of a new project to be obligated
in FY 87. The project will specifically stimulate the establishment of
private health centers outside of Cairo. The government's health
facilities would then be able to reduce the provision of curative services
and expand preventive care services.

b, Long run objectives:

In the long run, we will encourage the local government units to
contract with the private sector for oparation and maintenance of water and

Sever systems, road cepair ang other comminity services.




- Objective for end of period: Raise procurement priée s}

Project Paper 263-0202 " Model Policy Reform Measures

1. Raise cotton procurement price Substantially to induce farmers to

£ cotton by BO percent in real terms by 1989 in order to eliminate
about one half of the current “cotton tax”. (Procurement prices would rise from about 354
now —— after no increase in the 198§ procurement prices - to about 63% of the economic
‘farmgate value, based on current world prices.)

Implementing measures: -- Rajse Procurement prices for cotton by 50 percent for 1987 crop (announce December 1986, before

before bPlanting decisions), by 40 percent in 1988, and by 40 percent in 1989, Budyetary cost --
about LE 450 million in 1987/88 for procurement of the 1987 crop.

—= Move cotton exchange rate from LE .7C to LE 1.35 per dollar effective with fall 1987 crop and
unify (at 1.35 rate) the export and domestic saleg Price for each grade of cotton lint (announce
before 1987/88 budget). - Budgetary revenue inceases beginning 1987/88 —- Lp 300 million from
increased LE value of export sales; LE 375 million from increased value of domestic sales. Use
part of the increasegd revenue from this exchangs rate reform to finance end-user subsidies for -

3 cotton textiles or operating losses of the least efficient spinning or textile mills,

-- Raise prices of cottonseed meal (Octcber 198
reflect cif import value, calculated a% the
million in 1986/87 from higher cottonseed ca

6) and cottonseed’ oil (October 1987) to end ‘users to
free market exchange rate, Budgetary gain -- LE 110
ke prices (up from LE 42 to at least LE 235 per ton).

2. Reduce red meat Prices to induce farmers to plant less area in long-season beseem and to eliminate the uneconomic
feedlots, _ 5

Objective for end of period: Free private sactor imports of red meat {n order to bring local prices of red nmeat

(about 200% 2f world price Currently) closer kg international levels, and to induge
3 u . 80fe dontractiof of the very uneconomlc red meak indusctry in Egypt. Note: Beef
imports were restricted to 141,000 in 1985, down from 236,000 tons in 1984,

Implementing measures: - == Eliminate government barriers to private secter imporcs of

requirement for approval of import licenses for red meat by
comnittea (September 195¢).

red meat by abolition of the
the impocrt rationalization

.

== Eliminate all current subsidies for yellow majze and other animal feed products --
cotton seedcake, wheat bran, rice bran (to be completed by July 1988). Budgetary.

savings -- 1985/87: LE 175 million (maize), LE 110 million (cottonseed cake); 1987/83:
LE 175 million (maize). .

.

‘V_q.
o
l.‘
j
:
.

.

.
VO

4

TIUCD)TL XSUUW ., .

|
[
(11
o h

)

2020~

€92, 7aded 3930

Ad




i
: I 2 B - =
3. Privatize the marketing of maize, broadbeans, and all above-ouota rice to assure efficient, fair prices to the farmer. -

Objective for end of period: Government would nc longer recuire compulsory procurement (except for a reduced quota of

rice), and the private cector would be frece to import, export, process and conduct local trade _3_._ At
- in these three commodities. Any GASC procuremen: of local broadbeans and above-quota R
B! ) rice would be obtained by competitive tenders. _ R

fﬁplementiné measures: ~— PBDAC will cease procurement of maize (1987) and GASC will reduce i{ts imports according to a pre- i'.u_é i
Lt announced schedule (e.g., announce GASC voiume for first half of 1987 by October 1986). o oY

: . -- MCA and KOS will announce elimination of mairze procurement and reduction and simplification of . :j:‘“
. - the quota celivery requirement for rice {before the spring 1987 Planting season). shes TSt

e — Government will pass new legislation permitting the private séctor to tréde, mill, and market : ik
: : above-quota rice ir Egypt and (at free market exchange rate) for export (spring 1987). - o rts ST T

== MOS will eliminate compulsory procurement for broadbeans, permit free private trade, and, as a

- temporary measure, offer voluntary procurement for 1988 (2nnounce before fall 1987 Planting %
seascn). 5 2

" 4. Eliminate input subsidies to fertilizer and farm credit and eéncourage orivate sector competition.

v
.-“ -
Objective for end of periog: Fertilizer and credit subsidies for agriculture will be eliminated and the private sector fer- TN '
tilizer distributors will compete on an equal footing with PEDAC's operations. - S e

Implementing measures: -- Raise PBDAC price of subsidized fertilizer by equal annual amounts over three years so that fer- ST =
= : tilizer subsidies will be eliminated in the 1988/89 crop year. For 1986/87 crop year, prices for _ ° LhaNa AT
nitrogen fertilizer would be raised by 50%, Phosphate by 100% (announce October 1986)-. Budgetary .. :

savings -- LE 130 million in 1986/87, additional LE 130 million savings each in 1987/88 and 1988/89 ..

== Pass new liws permitting free private sector marketing, inland transportation and imports of all =
basic as well as comgound fertilizers; abolish the tequirement for import licenses for fertilizer ° K :
. : {October 1986), i : 2 s ST

=— Digcontinue all subsidized mediuh-te:ﬁ food security loans (October 1987). \ 3 & =3

== Raise rates on all PBDAC crop loans from 3.5 to 7 percent in oéEober 1987, to 10 percent in October :
1988, and to the maximum racte permitted by the Central Bank in 1989. s ‘?j'

T Tmiew meee Dy meewiie vs
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5. Legaliie and encoufage private sector eyports of oranges and other high-value crops. -

obje{cive for end of period: Private sector will be free to engage in Procurement, inland tranaportation, and export
- z of oranges, onions, garlic, potatoes, and groundnuts without any requirement for

licensing or approval by the government companies and Cooperatives that currently
monopolies over these exports,

. implementiug measures: .== Pass new laws (ang rescind cooperative marketing decree) to permit private sector

Procurement, inlangd transportation, and exporcs of oranges, onions, potatoes, garlic, and
g:oundnuts,(spring 1987).

=— Eliminate al} government compulsory celivery requirements for groundnuts (1987 summer crop)
and onions (1982 SPring crop).

i
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Project Paper 263-0202 _ Annex J-F

TIIUSTRATIVE EVAIUATION PLAN

Given the importance of this project as the ®eornerstone”
Of USAID agriculture sector strateqy, it is appropriate to
Incorporate a fairly ccuprehensive evaluation plan. It is  ~
important to point oul, however, that at the Eime of

' writing, a detailed schedule of policy reforms had not yet

7 been completed by the GOE and the USAID Missiom., This is,
therefore, only a preliminary attempt to idenkify
appropriate evaluation approaches. Once the yoreject
design and a specific plan and timetable for policy reform
have been finalized, the Evaluation Plan should bc revised
to incorporate clear, objective banchmarks for policy
reform objectives, and to provide more specific quidance
regirding the scope and Liming of evaiuation activitios.

A. Scope and Frameworl:

The project can he viewed as having two separale but
complenzntary objectives, i.e. the reform-of
agriculture sector policine and i inprovenenk of
credit, exteusion aud inmt sUpnly servicss Lo
faciers, the evaluiiion plan veflects Lhie hifusrated
approaci, end focuses on Lo difforent "levois! - Eho
project;

{(

1. Policy Reformg:

dba emphasie will initiziiy he on veriiying
inplemnlalion of sector-wide policy cefor & and
asgessiy thair effiectivenzas in creating Lhe
nacessary pirecanditions fon coticullbiio sector
geudth, Over the Jong: torm, evaliabion shotiid
asgess the ampact of (ize pefonis ob dabtion)
agricultural predictic:, and productivity.,

2, Uechnicad protisch palizitien:
Ohe focus will b2 on the effiectivenass of 1EOHEEG
inpuksin stiengthening P finmncial systeus
and in dproving Carmana' access Lo credit, inputs
and techinlogy,

B. Iata Collecltion

Bvaluaktion of this canplex and iipontant project will
require collection of data firom a variety of soulces.
The followiny sumnary of data colleghion approeaches is
based oh a compieliensive frameworh for evaluation,
including botl implementation and impact leve] -
quest:ions and appropriate inethodolcogical app;oiches,
elaborated in Anuax 7-G, altached. i
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1. GOE Announcements, Decrees etc.:

2.

Formal decrees, laws, announcements, etc, in the
official press and government gazette will be an
important source of monitoring implementation of
the policy reform plan agreed on by the GOE and
USAID. These will provide substantiation of GOE
canpliance with the agreed on policy reform
agenda. USAID will monitor and analyze GOE
announcements regarding the implementaition of
these. reforms on an onzoing basis.

PBDAC Data:

Data collecled and anzlyzed on an ongwoing basis
theough PUDAC manacamznt information systens
(H1S), will be used to asgens trends 9n PROAC!'s
overall) loan portfolio and financial wialbdlity,
VFEbDAC, with assistance from Uhe projact Lechnical
assisirnce contractor, will intreduce an Smproved
loan classifjicaticn and informalion gyctem early
in the project. "hin systom will ba C25ign G
keeping project informztion nocds in aind, Naka
coimpiled Ly MRNAC shoald includs the e, Lype,
size and purpese of Imins, repmymint rateg,

“categorivs of “loan reuipicnts, elc.

Malysis ol BERLC loan -ata will provide feechach
on the extenl te whizh the project iz ennanding
Iendiag Lo sinll Loarmors and privibe sector iupal:
suppliers, PRDAC will also eskablich indicators
ond enlluel Qata to wrasure gualilosive
improvencnts in the Jending systons and enleision
services intrcduced in vil'rgo hasks. Figallv,
PEDAC inpub distribulicn statistics wild (RGN R
an indication of FRLZC's declining vole as liajor
irput svpplier.

Projcet None - dn /Rty

Aalysis off project records vill, primseity proviad.,
information to assess implementalion proyress, for
exanple, the evtent to vhich equipment 1 ocurcnent
and training activiting are proceeding snioothly
and improved lending and extonsion systoms have
been dmplencnted in village bants. 711 majou
prrtics to the implemzntation of the project -
PLEAC, the TA contractor and US\D staff - will
parform this kind of analysis and identify
implementation bottlenszhs as a port of routine
project ronitcring.

\!m g
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4. site visits and Informal Interviews:

These will be an {mportant part of ongoing
monitoring of both policy reforms and project
activities. '

At the policy level, in the course of regular
field trips, USATD staff should informally
interview local government officials, MOA and
PRDAC staff, farmers, and input suppliers in rural
areas, and visit loc.l markets, to acsess how
effectively reforms are being implamenced.
Information chtained through these informal visits
and interviews will he an immortant aeans of
initial verification of actual implementation of
reforms,

At the projoclk Jevel, gite visitz and informal
intervicevws with rRpAC, viliogs bank and TA
personnzl will provids fezdbocl on PEDAC's

utilic: tion of technical assistonce, souaodity
assistance and training, and on the irplomentatici
ofl improved lean procudires and evbeonsion
approasnes in villogs: hanks,  PBLAC ond USAMD
project managawant shoald both obtain this Lypz of
inforwal feedback on an cnguing bacis.

5. Special ralustions.
Opecial stivdies and supveys will bo pactfendarly
importaat Lo ascossing the inpact of policy
reforms on form g and on cxpanding the pelo of
the privale seclor in dngab diclpibubden/irchating,

'Tha specific lict of spoeial studios/ourveys
should be detevnip:d ¢rice the detailed desian of
the project has boon compl tel and the rolicy
reforn acanda agrecd vpon. e cer, hand on
curren: under: Lending of the proje i dzeinn, a
list of sw:'» studies ot tha "policy level™ uvould
includa the following:

a, huring the comrse of the project, rapid
reconpaissance surveys vill he uled SFlenibl:
to verify that policy refon.: announsed at tie
national level are implamented and reaching
farmers. Thece would copplement informal site
visits and interviews, providing more
systematic feedback on whether veforms are
actually relaxing current constra‘nts on.
farwers, and on shorl run effects on prican of
agricultural inputs and outputs.



Timing of these studies will dettermined based
on the implenentation of actuad reforms and
the Mission's information necds regarding
implementation of these reforms. Therefore, a
flexible approach is essential. g

A survey at the beginning of tire rroject will
develop a baseline set of "farmer “profiles”,
documenting current access to credit, inputs
and extension services, and maﬁor constraints
to increasing production. ‘The purpose of
these profiles would be Lo impmove
understanding of factors influmncing farmers®
decisions and behavior. This will provide thoe
basclinz for feliow-up strveys ito identify tho
effects of roeforms on farrorg! €1ccess Lo
various inputs and sarvices, and on farmers!
production and marketing decisions.

A Laseline ciudy will be comlusted cf the
private sectes's role in incut dietribucion,
and Lo the ortopk feasilile, of the current
magnittude of its involvemsnt im Lhis ased,
Towards the end of the proiect, a follew-up
study sheeld exanins pregiess in privatizing
ivpat supply,

Paceline and feliou-up studico/onpveys wil)
also be contiched ip thay arces sorvee Ly
villags bauks vimre Seproved finaneial ana
extension sorvices and pilol aetivitios to
brivatize 1 ub supply are Lo e ot cdueed,
These studies vill i luods: "

(0) & baselin: wnd fellow-up chudy Lo
analyr thr loan proseszs in a cate of
village Lar'is cid i asgees i ovenoniss
in that pro.oess reculbimg Irom dnrr e
lending systens introdued under Ehe

project. "hese studiss would eyamine

changes in the Jamn review process,
proceaszipg time, collatemal
requirc.. kg, trinsactiom costs,
accaunting, Jean mnitorimg sys'oms and
conlyols, ete. The busel ino ctudy
should document any significant chango:
betwe:n SFLP end new pradfiect areas,

W



(2) a baseline and follow-up survey of a sample of
"farmers to assess the extent to which improved
financial systems introduced in willage banks
have increased access to credit and
responsiveness to farmers' credit needs; and
to assess the effectiveness of project _
extension interventions in improving diffusion
of technology to farmers and in iacreasing
production and yields.

(3) a study to assess tha effeclhiveness of any
pilot activities to privatize invut supply,
and spzcifically, to evaluate Uheir effects on_
input availability, utilization and pricing.

(4) an evaluatior of the goveriorare wida .
expanszicn of the SFPR program in Ass: 't to
develop follow-up systems within fhe 10N Ana
PBDAC for use a5 a model in olhar
governoraltoes,  Yarkiewlar cttenticn shonld be
paid te the maintenance of quality in the
extension and credil svslems,

. 1A Fakionl sgricnlboral Statistics:
Tracking chanyes in preichion troends i Yikeldy Lo
be a long-term ef (ort cutonding boyond the *
Lime~frame of the tiwdiale project., Howaver, iF
micjor pelicy refovs e introduced relakively
carly in ihe projzct, jt should b2 possible to
meacuie al least shont-Lerm supply respons 3 Lo
these policy chancss vithin o relativnly short
Cime-framz (onz or Lvo croppint toasaes), e
shoilid, lLowever, hegp inomind thal oth: o, cxtornal
factors: - for example, prices in intorncticonsi
cammodity mackels - are likely U have an
important ebfect on Geaistic abilunttu;al
product ion,

Ratic.nl agricultuvol statistics conpiled errually
by the 10a will be anclyzed by najor crop,
aovernoralae, farm holding size, ete, o aszcees
changes in agricultural production/productivity
trends. Baseline cata on recenl trends shewld bz
copiled and anaiyzed abt the boginnitey of i
project. Data should e conpiled annually
thereafter, and arnlysi: should focus on
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identifying supply responses to specific policy
changes. ' Analysis of nakional-level data will be
carried out by the MOA; ongoing efforts assisted

by USAID through ihe Data Collection awnd Analysis
project (263-0142) may also prove an Important
source of macro-level agricullural data. USAID
will also monitor sectoral trends, with assistance
from external ccnsultants as appropriale. '

Similar data will be analyzed for specific
districts in which improved project fimancial ans)
extension services and pilot input priwatization
efforts have been introduced, to assess the impact
of these interventions, Analysis of datta for
specific projact arcas should be condwcted by the
PBDAC in conjunction with the MOA and (he project
technical assistance contractor.

C. Data Znalysis and Review

Theie will be several wachaniems for reviewing cond
utilizing information collcalead through tive alove
approaches:

1. Cngoing Policy Dialogue:

USAID is engaged in o high-level, conti i neg
dialogue with the GOR, A and DiBDAC wegarding
agricnitoral policy refemms,  USATH willl, as a
part of ite ongoing dislegue with the (U, discves
mporlant Findings identilicd i the cobrse of
these studies regavding Lhr implemznlation,
clfects andl impacts of rveforis, an w1 as
solutions te probleis idontified thiough theso
studies,

2. Aol Perform ace Povicws:
USAIR and high-level 10n and PRDAC officialz, end
representaiive: of othar key Tniubries iprolved
it inplemontadion of palicy reforms (e.q. Finance
and supply), will hold annuol reviess Lo nzasure
progress against. established porfoinamse criterin
in the policy @rena.

As each yoar's reform agenda is agreed cn, USLLL
and the COE vill develop specific, objective
cril~ria or "benchmarks® Lo measure its ,
implemantation. (USAID will obtain techinjcal
assistance from AID/AY stalf with prior expericine
in establishing similar policy reform imonitoring
plans in the first year of the project..) The
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annual reviews will provide a joint GOB/U”AID
forum to determine to what extent each year's
criteria and benchmarks have been met, and whether
disbursement of the next tranche of funds

justified by the preceding year's performance.
These reviews could also provide a forum for

agrecing on a reform agenda for the following year.-

}, Mid-term and final evaluations:

If project implementation proceeds in 3
satisfactory manner, an early mid-term evaluation
should be conducted in 1988.  An end-of-project
evaluation should be planned for 1991. ‘'he
primary purpose of these evaluations will be to
assess progress towards project-level objectives,
i.e., sLLeng*hoang PBHAC finxncial systans and
1mprov:wg credit, exlenszion and inpal subply
services Lo farmers. These cvaluaticns will draw
heavily on engoing I'RLAC data collection and
analysis and sprcial evaluation studices, A major
ciphasis of Lhewe evaluntions will bhe Lha gnatity
ard utilization of techmical assistance services,
Ideally, these evalualicns weuld be comducted by a
"mixed® team including AL and GOR purisomnsl and
external censultants,

nplementalion Arvasngemenks

Cortain monitering cnd ovaluation activities will Le
peformad by USAHLD, DBDAC, 10N and T4 conlract staff in
the cource of vontine project implemsnlation, without
special errangemznts or funding. Vor exanple, the
Lachnical assistonce contractor and PEDAC will hove
responsibility for reviewing and Lrvaroving PODAL dzba
collection and monitoring Jyﬂtem‘ cad for nodifying
these systems as neerssary Lo provids feedbac! on
achievanent cf "proiccl-levoel® OuJP”L‘VCQ. [raever,
the following activiti-~s will require spacial fuiding
and iy lemonbalbion arvanconients,

gurveys and spacial studies relating to both Ypolicy”
anrd "project” level activities will be concducted under
an AID direcht contrazct with an U.5. firm. 4%his fium
shionld have expartise in agricultural econtnics and
rural fiumnce, end expsricnce-in designing and:
managing rescarch activities in develwping countries,
using a broad ranuye of methodolegical approaches.

This cutract will be a “"set-aside" for an "8-A"
(Small Business act) or minority-cwned firm.

\\(';. P
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The U.S. evaluation contractor will need to work
closely with a local research firm experiemced in
managing and implementing field data collecition
efforts. The evaluation contract will prowice for a
subcontract or joint venture arrangement with an.
appropriate local research institution. Evaluation of
proposals from interested 8-A/minority firms should
include an assessment of the local institutions with
which these firms plan to collaborate. .

The evaluation contractor will have respori®ibility for
performing special studies and surveys relating to
improvement of PBDAC financial services.
Collaboration between the TA and evaluation
contractors will be necessary for the succossful
execution of these studies.

Finally, the evalnaticn contract ehould hawe
sufficient, built-in Clexibilily Lo meck changing
informat:ion needs over the life of the projoct, (K
"work-order" type approach is cne posaible way Lo
provide both flexibility anl continnity.,)

he mid-term and final cvaluations vill be eonducted
by AID and G5 parconnel and extoereal consm?bants.,
Theen evaluation teams will cone ise approminately
theee Lo foar pereons, iacluding cxporkise fn roral
finance and agricultural credit, agricultumral
technology trensfer, and poivatizalicn, Fands will be
required for external consblLents pavticipal.ing in
these vualuations, whoso @ ovices will be procured
ULOHQ)Af&ﬂ'[P“,ozlnvaJnﬂ sepvices canirocls,
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ILIUOSTRATIVE EVAUJATION FRAMEWORK AND QUE STIONS

POLICY REFORMS

Policy Implementation Questions

Has a detailed plan for agricultural
reform been completed? Does it
address the key constraints

to increasing agricultural production?

Have appropriate organizational
arrangements been established for
implementing and monitoring reforms?

Is implementation of the reform plan
on schedule? Is the G(E adequately
meeting criteria established for
disbursements?

Is implementation of reforms effective

in freeing farmers from production and
marketing controls? what evidence is

there of progress in the following areag*?

(a) dzcontrol of agrieultueal iaput prizes
(b) diversification of input supply sources
(c) removal of input supply quotas
(d) provision of unsupervised, cash credit
(e) deregulation of cropping patterns
and quotas
(£) decontrol of farmgate prices
(g) removal of restrictions on
crop marketing
(h) removal of restrictions on
input imports
(i) removal of restrictions on
" exports of agricultural products

Means- of Measurement

Review and Analysis
of G&E agricultural policy
reform packase.

Analysis of insti-
tutional structures

and procedural
arrancenents for reforms.

Analysis of GCE announcements,
decrees, prices etc. related
to implemsntation of reform
plan.

Field trips to verify
implementation of reforms

at the governorate and local
ievel, baced on interviews of
lccal governmeznt and MOA/PBDAC
efficials, input dealers, and
farners.

Papid reconnaissance-type
surveys to assess how
farmers and private sector
input dealers are affected
by implementation of
reforms.

Annex 7-F
Page 1 of 6

Who and When

USAID PPP/LE &
AGR/A staff.
Prior to first
disbursement of
credit funds.

USAID PPP/E &
AGR/A staff.

Early in the

project.

MOA, USAID PPP/E
and AGR/A staff.
Annual Performance
Reviews.

MOA, USAID/PPP/E
and AGR/A staff.
After specific
reforms introduced,
Annual Performance
Reviews,

Evaluation
contractor.

To be
determined,
based on final
reform agenda.

This listing should be modified to reflect the final list of reforms incorporated in the
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B.

Policy Impact Questions

4. What has been the impact of policy

reforms on farmers' access to inruts?
To what extent have reforms contributed
to an expanded private sector role in
input distribution? Is the GOE
facilitating this role? Yow have

input imports and prices bsen

affected by policy changes?

How have policy reforms affected
farmgate prices for major crops?
How are prices established?

To what extent do prices provide
adequate incentives to increase
production?

Eave policy reforms contributed to
an increase in aggregate agricultural
production? How has production

Bf the varieus majar CEOBS baehn
affected by these reforms? Waich
reforms appear to have been mest
effective/ineffective in stimulating
production? are there any
significant regional variations in
the impact of reforms on production?

‘eans of VMeasurement

Fatmér surveys to

assess sources, prices and
level of access to inputs,
and, . periedic special studies
to analyze trends in PEDAC
and private sector participa-
ticn'in input distributicn;

analysis of balance of trade
data on inmut imports
and trends in input prices.

Field trips to rural markets
to document and to analyze
farm pricing trends;

FMOA price data; farmer
Surveys to assess adequacy
of price incentives.

price reforms.

analvsis of MOA data to
388Ss production trends by
major <rop and by governorate,
as well as suppiy E2EponEa
to specific reforms.
Cost benefit analysis
for oroduction of major
crops following policy reforms.

© resulting changes in production patterns

reflect the comparative advantage in
Egyptian agriculture?

P. 20f 6
Who at.d When

Baseline survey/
study at beginning
of project. One or
two studies later
in the project
after implementatior
of reforms.

USAID/PPP/E and
AGR/ACE staff,
after reforms to.
deregulate input
supply. ’

MOA and USAID staff;
evaluation
contractor. After
implementation of
specific marketing
reforms.

N

MOA and USAID staff,

Additional
consultants as
necessary. Existing

MOA data as baseline.
Annual analyses after
implementation of
reforms,
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Policy Impact Questions (Contd.)

4. How have agricultural roductivity and

yields been affected by policy changes?
What variations, if any, are there in
changes in productivity by recion and
size of farm holding? What are the rajor
factors explaining these variations?

5. What has been the impact of agricultural

policy reforms on rural incomes? To what
extent have changes in incomes varied

by regicn, by size of land holding or

by employment category? What are the
major reasons for these variations?

6. What are the remaining constraints to

increasing agricultural production? How
can these best be addressed?

II. PROJECT INTERVENTIONS

A. Project Implementation Questions

" 1, Is the GOE providing losal eurfency

funds for the expansion of agricultural
credit, equivalent to USAID

cash disbursements? 2re these

funds being provided in a timsly

and adequate manner? If not, why not?
Is demand for loans keeping up with
expansion of the supply of credit?

2. Is TA in place? Is Ta expertise

appropriate? Have GOE counterparts
been icentified? 1Is TA being utilized
SO it is able to impact on P2pacC's
overall operations? How can TA
effectiveness be improved?

Means of Measurement

Analysis of MOX data on
prcduction and yields by
major crop/governorate and
farm size. Farmer surveys
to supplement MOA data as
n2eded.

Farmer Surveys; secondary
analyses of survey data

Secondary analysis
of fammer survey and
production data.

BBOAC finanelsl reesrds,
Interviews with P3DAC
cfficials. Analysis of
P2DAC loan deta.

Project records.
Interviews with P3DAC
and TA wersonnel. - -

p. 3 0of 6

Who and When

MOA and USAID

staff. Additional
consultants as T
appropriate. Existing
data as baseline,
Annual analyses of

MOA data.

Evaluation contréctor;
baseline and i
end-of-project. ‘

USAID and evaluation
contrator; towards
ends of project.

PBE&DAC and AGR/ACE,
after USAID
disbursements.
Mid-project
evaluation team,

PBDAC and AGR/ACE,
Early in project.
Mid-project
evaluation team.
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3.

Project Igglementation Questions (Contd. )
t on Schedule?

Is cormodi ty brecuremen
Is the technology Procured (perticularly
in the case of computer equipment )
aoprepriate to Project Cbjectives and to
availability of operations/maintenance
bersonnel? "are installation plans
adequate? are adequate numbers/typeg
Of personne) being trained inp eQuipment

utilizaticn?

Are training activities op Schedule?
Are appropriate Numbers, levels
and types of PBDAC stars being traineg?

the training appropriate to Project
Objectives? Are trainees able to arply
the skills acquired on completion of
training?

and financially viable?
Procedures, Processing time, collateral
requirements, transaction costg

How extensively has the Project

implemented improvegd tecnnology

teams beepn eStablisheqd jip the targeteq
number of Village banks? Are they
functioning effectively?

Does the aopreach adopteq by

bank extension teams Provige
adequate flexibility to farmers to
adapt technological Packages to

their cwn needs?

" Meaps of Measurement
———=x Heasurement

Project records, Informal
Site vigits ang interviews
with Papac and TA

Project fecordgs;
informaj interviews
with Ta pPersonnel,

PEpac trainers ang
trainees; training
observation; follow-up
study of trainees,

Project ang Pspac
Records, Site Visits,
Cbservation andg
informal interviews.
Special study of
Sample of Ppac
village banks,

Project records,
Site Visits ang
informal interviews.

P. 4 of 6

Who ang When
——="¢ When

PBDAC ang AGR/ACE
early in bProject,
Mid-project
evaluation team,

PBDAC ang AGR/ACE
staff, early in pro--
Jject. Mid-project
€valuation team,

Evaluation
contractor; towards
end of broject,

PBDAC ang AGR/ACE .
staff, Ongoing, Mig-
project evaluation,

Evaluation
contractor, Aftar
Nev leap systeaipg
are implementeg

PBDAC, Ta and

AGR/ACE staff,

ongoing, Mid—project
“Tmatjon team,



Project Implementation Questions (Contd?)

+
Means of Measurement

YWhat steps are being taken

by PBDAC to diminish its role
in input distribution? To
facilitate the expansion of the
private sector in this area?

Is EBDAC providing credit to
private cector cealers?

Project Impact Questions

To what extent has the project
contributed to the cevelopment of
PEDAC as a financial institution?
Have project inputs been effectively
utiiized to strengthen the viability
of PBDAC financial operations?

Has the overall PBDAC loan portfolio
changed as a result of the project?

What has been the trend in the number,

type, and duration of loans? In the
creops and activities for which credit

is used? 1Is credit provided in cash or

kind? Supervised or unsupervised?

]
P2PAC inout distribution
and loan records.

Site visits and
informal interviews with
private sectcr dealers.

Analysis of PBDAC
annual financial
reports. Interviews
with key PBDAC
cofficials.

nalysis of
PBDAC loan
data from MIS
systen.

p. S of 6

Who and wWhen

AGR/ACE staff.
Annual analyses
of PBDAC data.

Mid-Project and-final
evaluation-teams.

PBDAC and AGR/ACE
staff, annually.
Mid term and final
evaluation teams,
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Project Impact Questions (Contd.)

To what extent has the project served to

improve firancial services and access
to credit for farmers? Has
the numbar and share of loans to

small farmers and rural entrepreneurs

increased as a result of the project?
If so, what aspects of the project
have contributed the most to
expanding access to credit?

To what extent have project
activities contributaad to the
expansion of private sector

input distribution and marketing?

Is there any evidance of increased
private sector activity in this area?
If so, how has this affected the
availability and price of inputs

to farmers?

How effective has the project been
in diffusing new technologies to
farmers? How extensively have
improved extension systems have
project technology transfer
activities contributeg to
increased production/productivity?

AGR

Means of Measurement

!
Analysis of pBpAC
loan data:
farmer surveys:;
secondary analysis
of survey data,

Analysis of PBDAC

input distribution records;
special studies of *
private dealers; farmer
surveys,

Project oA Records;
Farmer surveys in
project areas.

P. 6 of 6

¥ho and when

PBDAC and AGR/ACE -
staff, annually;
Evaluation contractor;
baseline and eng of
project; mid-term

and final evaluation
teams,

PBPAC and AGR/ACE,
annually. Baseline and
end-of project studies
and surveys by
evaluation contractor,

AGR/ACE and
PBDAC, annually, -
Evaluation
Contractor,
baseline ang

and of project,
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APCP TRAINING

Training under APCP will be administered by the PBDAC
Training Department, which may ‘also contract with private firms
(i.e., IBM), educational centers (American University of L
Cairo), or managment training centers (CAMD). The Project will
contract with the MOA Training Department for training of
extension agents, veterinarians, and MOA district -and
governorate supervisors to ensure that courses developed are
accessible to MOA departments not participating directly in the
project. This approach will allow broad access: to other

organizations working in the training field as well as building

‘additional expertise in course development and management.,
1. PBDAC Training
a. The Need for Training at PBDAC.

The PBDAC system includes 34,000 employees, Many have
been working at the Bank for 20 years or more, but most were
added when the bank tocok over the cooperative-rumn input
distributicn system ten years ago., ost departments appear to
be overstuffed and/or underutilized, wWhile many are
underemployed, others garry a full lcad and keep Lhc
organization functicning, Laborious manual accounting systems
occupy many employees, At the village bank level, managers
spend a lot of time checking employees' work. 1In sone cases, a
single document will go to the manager for his signature ten
times., To increase bank efficiency at the village bank level,
SFFP has developed and testegd systems of loan analysis and
approval, loan classification and guality contrel, and
accounting procedures., As the brogram cxpands in the project
area, extcnsive Lraining will be neceded to institutionalize and
integrate these systems in the village banks. Additional
training will be needed for governorate and district bank
personnel vwho supervise village banks to ensure proper

_implementation of procedures and techniques.

APCP will also work in new arecas i.e., perzonnel
management as well as at different levels, i.e, modernizing and
computerizing accounting in the governorates and Cairo. As
more efficient procedures are introduced, employees will nced
to be trained in new systems and retrained to work in other
areas. While new work will be created at the headquarters,
governorate and district levels, most new positions will be
created at the village bank, e.qg., financial analysts, The
Personnel, Planring and Training Departments will closely
coordinate their efforts to train and reassign personnel,
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SFPP has demonstrated the limitations of systems
development and one-to-one training without a program to
educate Bank personnel in modern banking systems and methods of
financial analysis., For the long range development of PBDAC,
bank officers will need introduction to modern management .~
methods and employees will need additional education to !

- complement practical training. This should increase the
effectiveness of the technical assistance team and complement
on the job training,

b.+ The PBDAC Training Department.

The Training Department at PBDAC is quite active in
developing courses held in Cairo and governorate banks, as well
as sending trainees to courses held by other organizations, in
Egypt and overseas. 1n addition, the Training Department hosts
. short programs for'overseas visitors, i.e. Yemen and precgrams
for Egyptian university students. For the current 85/86 fiscal
year, their budget for centrally funded programs is LE 39,000:
LE 24,000 for training, teaching, and exam supervision and LE
15,000 for out-of-country training. 1In addition, each
governorate has its own training budget. puring the first half
of the fiscal year 85/86, the Training Department held courses
for 114 employees and 28 visiting non-Egyptians and conducted
courses jointly with the governorates for 205 people, In
addition, eight governorates had training programs for a total
of 1,629 persons, Another 103 employees were sent to courses
outside the Bank given by GOE management training organizations
withoutl charge, :

- The current department manager took over in Spring of
1984, At that time the department was barely functioning,
Employees spent most of their time drinking tea, shopping in
nearby downtown Cairo or even dressmaking. As part of a major
reorganization, he introduced job descriptions, monthly
evaluations, a training plan, and annual evalutation of
training and needs, Training rooms exist in 10 governorates
and the bank has 3 training centers. In most governorates, the
Bank can also use facilities belonging to other organizations.
SFPP provided funds a training room and equipment in PBDAC and
three governorates. ™ The Department has taken care of equipment
provided and used it extensively,

The new Bank Chairman strongly supports training and has
presented his views to the Governorate Bank chairmen on several
occasions. The Training Department makes its ‘annual training
plan after meetings with senior governorate level officials;
however, governorate chairmen vary widely in their commitment
to training., The department manager repotts that a few
governorate chairmen view training as a waste of time and
rarely spend funds budgeted. The number of governorates giving
training courses has steadily increased since 1584, but work
remains to be done in getting serious commitment to training in
all governorates associated with APCP.

W\
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Courses offered address a wide range of Bank needs from
orientation for new employees and village bank mamagers to pest
control for storage workers, but an overall needs assessment
both in terms of bank strategy and employee needs has not been
developed. Current courses related to banking and management
provide a general introduction to basic concepts, but do not
form a coherent core curriculum needed for staff development.
For example, standard procedures such as internal rate of
return (IRR) are covered with case studies in an afternoon.
APCP training can build on these introductory courses to
develop in-depth knowledge related to work requirements and new
systems. Under APCP, an organizational and management
assessment of all levels of the PBDAC system should be made and
programs designed to meet training needs.

The Training Department, SFPP and other contractors have
had a number of difficulties ensuring that appropriate and
capable candidates are selected for training. The PBDAC
Department relies on branches, governorates and departments for
selection of candidates, although they review recommendations.
This review process has uncovered a number of problems. For
example, English language applicants included emplwyees who
wanted to help their children with school work, but had no need
for English in their jobs. Aware that supervisors often send
~underutilized personnel rather than the most capable, the

training department sometimes carefully screens nominces., But
in the case of their codrse for trainers, there was no
assurance that the trainers would be released from their.
reqular jobs vhen needed. SFPP has made a serious effort to
get and train capable people for their financial analyst
positions, but found that governorate adiministrators were very
reluctant to release these people to work full time for the
project, These examples illustrate the difficulty of selecting
capable candidates who will be in a position to usie what they
have .lcarned.

A thorough management and needs assesment of the PBDAC
system should overcome a number of these probiems. 1If
management is seriously involved, they will become familiar
with the process, communicate their needs to the training
department more effectively and be more critical im their
evaluation of training ePffectiveness, 1If training were viewed
as really useful for improving the efficiency and skills of
employees, supervisors would be more willing to release "key
personnel”, Having worked closely with training and project
staff in developing training programs, managers wo:uld also be
better able to choose appropriate personnél,

Training under APCP must utilize practical courses to
develop management and technical skills as well as broader MBA
type courses to create a core of well trained, knowledgeable
professional employees. HMiddle management trairing should be
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concentrated on "key people", rather than the shotgun approach
currently used. Courses should focus on those middle and
junior managers who have demonstrated ability and will be
moving up to positions of leadership in years to come.

The project will assist the Training Department in
development of their own personnel through additional training
both in Egypt and overseas. Long term training i< not required
as a number of organizations specialized in traiming already
exist; however, the Training Department staff needs further
training in order to work productively with theswe
organizations. Although the Training Department has adopted
some new techniques, courses designed by the department often
rely on lectures. Training in APCP systems will require Bank
officials to learn new systems and the underlying rational and
to demonstrate their ability to analyze loan applications and
follow the correct procedures before returning tw their banks,
Thus the traditional lecture/test system will be inadequate and
a variety of teaching techniques must be used. “Thus some
short-term training overscas may be appropriate for Training
Department personnel. Technical assistance will be provided to
the Department to assist with development of an overall
training plan and provide additional expertise in cource
management and development.

- -C,- Concepts. for APCP Training

(1) Top Management, The purpose of this training should

be to: :
a. improve management skills,
b.. provide an overview of modern management systems
and suf{ficient knowledge to work productively with
the rechnical assistance team and migd-level
professionals who have received in-depth training.
c. introduce new techniques and how they can
improve bank efficiency.

Management training can be held both in country and
in the U.S., depending upon language capability. A
number of top managers have already participated general
management training at the USAID/MOA Cent=r for
Agricultural Management Development at the Barrages and
in a VIP observation tour of Agricultural Cocperative
Development International (ACDI) US member banks.
Training courses will utilize both local training
resources and overseas training where necessary or
appropriate, Examples of appropriate overseas training
include Harvard's program for international managers,
World Bank courses, short courses with the Asian
Management Institute (the Philippines),. and participant
training courses that focus on the relationship of farm
credit banks and agribusinesses. '

-,
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(2) 'Middle Management. The purpose is to develop a core
of professional managers with both expertise in systems’
developed under SFPP and APCP and in-depth knowledge
about the theory behind these systems. U.S. long term
training does not appear necessary since term training
can be carried out in Egypt using the faculties of local
universities on a part-time basis. Junior managers
should be encouraged to get their MBAs. 1In addition,
middle management will need thorough training in SFPP and
newly developed APCP systems. U.S training might be
appropriate for very promising middle managers. '

(3) Other employees (Accountants, Financial Analysts,
etc.) These people will need phased training depending
on their specialties. Some easily identifiable areas are
new loan processing procedures, accounting systems,
information management systems, and computer software
training. At the village bank level, joint training will
be needed with extension agents and other members of the
village bank team to ensure coordination and cooperation
to make the project a sucess.

" Training in SFPP systems will proceed fairly rapidly as
SFPP personnel, USAID and the PBDAC work out how these should
be integraced into the PBDAC system. If these can be
incorporated in training plans currently being developed,

“training tourses for governorate, district, and village bank
staff can be used without extensive modification. PBDAC and
SFPP have already b:gun training for the expansion of SFPP by
PBDAC. Further testing and modification will be carried our
during the next year as additional village banks are added in
the PBDAC program and as SFPP expands governorate wide in
Assuit., By June 1987, a number of training courses will be
'ready to go'. ’

The management and training needs assessment can be
developed concurrently. 1In the course of training personnel to
use SFPP systems at the governorate, district and village bank
level, project and training department personnel can assess
additional training needs of these line employees., Other
members of the technical assistance tean working in specialized
areas, i.e, business loag analysis will work with management
and training to develop programs for particular departments.,
Development of effective programs for several departments of
the Bank should "sell" this type of program to managers,

N
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2. MOA Training.
a. Relationship between Extension and Project Purpose

Increase in agr1cultural production is the major purpose
of the project. Changes in the policy enviroment are expected
to correct serious distortions in the economy and motivate both
farmers and businessmen to invest in agriculture. In addition,
farmers will need new technology to incredse production to take
full advantage of the policy changes. New technology creates a
need for credit for investments such as land leveling,
irftigation equipment and farm machinery. Increased productlon
" can also create opportunities in processing and marketing.
Technical packages to increase production exist, but weaknesses
in the extension systein have slowed dissemination. Thus
improved extension services play an important role in achieving
project goals and creating a demand for credit.

b. Need for Training of MOA Personnel,

The primary group to be trained under APCP are extension
workers and their supervisors who are critical for transfer of
new technology to achieve hlghec profuction at the farm level,
The need for. Lralnlng of extension workers has been a key
recommendation in various reports starting with Recommendations

for a Agricultural Extension Program in Eqypt (J)981), follovwed
by Stralcgics for Accclerating Agricultural bevelopment (1982)
and most recently Increasing Egyplian Agricultural Producticn
through Strengthened Resecarch and Extension Programs (1984},

The extension service in Egypt has traditionally not
played a purely educational role. Its primary function has
been to provide non-exteansion services such as pest control,
data collection, input delivery and machinery scheduling. 1In
addition, requlatory functions regarding cropping paltterns,
guotas, and agrarian reform laws have taken a major part of
employees' time. In March 1985, a Ministerial Decree separated
the regulatory and .educational functions. Becaus e of
decentralization at the governorate level, this pecree has not
been uniformly implemented and some governorate level extension
services continue to perform multiple functions,

As a result of this mixed role, most extension agents are
technically out-of-date and nsed to relying on laws and
regulations in dealing with farmers. SFPP has been successful
in training extension workers to communicate effectively with
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farmers and to utilize technical crop packages provided by
Subject Matter Specialists (SHS). Extension workers become
familiar with new crop budgets, increased production, and
improved rates of return to use in selling the package to )
farmers. In addition, extension workers are taught appropriate
methods to encourage farmers to form block farms in order to
use new technologies with maximum efficiency and the least’
cost. The training program for extension workers includes an
orientation in methods as well as introduction to the crop
package. To develop extension agents technical skills and
provide feedback to the SHS, weekly or biweekly meetings are
held to discuss problems encountered in the fiel@. This
approach combines for continuous improvement of ex‘ension
workers' technical skills. Veterinarians have also been
similarly trained in work methods as well as specialized areas,
particularly poultry,

This program complements that of village bank officals
who learn basics of cash flow analysis and new credit criteria
necessary for lending to small farmers, Working with
information provided by extension workers about the new crop
packages and expected increased income, village bank offijcials
can better respond to the credijt needs of farmers. Some
training will also be carried out so that village bank,
extension workers, the veterinarian and other relevant officals
can work effectively.together as a team. It is important to
note that extension agents do not participate in the loan
application procedure o: the collection process.

SFPP has worked with different levels of the MOA in each
goveruorate. Under APCP, the project will work with both
governorate and district level staff to ensure local folleow-up
and management, This will necessitate training for personnel
at those levels.,

c. The MOA Training Deparktment

The MOA Training Department is well equipped and has a
well trained staff as a result of the World Bank Third
Edcuation project., There are training centers in o
governorates and classgoom facilities in all governorates, 1In
addition, the central office has classrooms, an area for
teaching equipment maintenance and repair, a language
laboratory and library. Many staff members have received
training aboard, principally in the US, Hungary and England.
They are familiar with current techniques and are experienced
in training trainers. *



-8-

The MOA is the second largest GOE Ministry with 130,000
employees. The training department works with individual
departments to develop training plans within its budget. 1In
addition, departments with additional Ffunds available may
contract for special courses,

d. MOA Training under APCP

The purpose of training will assist in the development of
a purely educational extension service within the MOA,
particularly at the governorate, district and local levels.

(1) Top and Middle Management. The purpose of training
at this level will be to
-educate management aboul a more appropriate role
for extension agents and the necessary support
systems, ie. subject matter specialists, follow-up
personnel,.
-inform managment about APCP program.
~improve management and supervisory skills as
necessary, '

{2) Extension agents and Veterinarians.

The purpose ‘of training will be to provide extension
vworkers with
-new methods for working with farm:rs,
~-technical information about new farming
techniques,
~training in use of crop budgeting and farm
plans,

(3) Subject Matter Specialists
The purpose of this training will be to

~ increase the number of subject matter
specialists using GOE technical experts,
-increase the areas of expertise covered by
SHS's,
R Y
Subject matter specialists will improve their
ability to

- train extension workers in technical crop

packages and approprialte extension methods,

- utilize feedback from extension workers to

modify and develop technical packages for local
conditions, ‘ )

- work with mass media personnel to develop
educational programs for use by extension

workers and in national mass media. :

W



APCPy  ILLUSTRATIVE TRAININS PLAN

Year 2

)

Year | Year 3 : Year 4 Year § Talal  Tetal Cost/ Teta) Sugyesind c
Trainees b Trainees Days/  Loslf 4 Traineas Days/  Cast/ 4 Trainess Bays/ Cost/ 8 Traieees Days/  Costs ) Trainees Days/  [ostf 1 § Bays Bay Cast Funding .
Kew  Old Year Year  New  DId Yaur Tear  Hew 014 Yrgr Year  Kew 014 Year Year  Kaw 014 Year Yaar Traicers {}] .
§ Cosl
Cverseas:
Business Chservation Tour 10 15 43,009 10 13 43,600 20 300 4300 130,600
Tep Zanagesent (1) 3 30 37,30 3 5 37,550 3 50 37,52 3 5 - 37,500 3 30 31,500 13 753 9250 187,309
Riddle Manageaent (2) 10 45 53,000 10 15 2,080 19 H §2,000 10 [} 90,000 10 45 0,000 30 2,350 1200 $150,000
. - B — ——————— . e s e e ~
§ Szhtola} $172,200 $172, 200 127,500 $127,%¢0 $127,350 65 3,300 1127,5% 125,000
|
LE Cast
)
PBIAC: s *
Top Manageseat () 43 12 24,300 43 12 24,300 43 12 28,00 45 12 28,300 45 12 24,300 43 2,400 45 LE 103,050
Riddle Managraent (2) z - !
Eeneral Developsent 013 12 15,520 180 &5 12 39,500 130 189 12 75800 1% us 12 117,600 173 450 12 139,400 803 20,400 20 LE 408,0%
RPCP Systees Training 015 12 15,800 100 35 12 39,600 130 s 32 5,608 175 35 12 117,620 115 430 12 139,500 855 20,460 20 LE 408,000
REA Type Courses 30 [ 43,600 106 95 95,290 123 95 4,000 1% 9% 14,0600 150 % 144,000 800 57,500 10 LE | 74,300
2 hr e 2 A—— P h———— 2 N— 2h
Subletal 11,209 | ] 295,30 375,200 463,200 1,930 9,i5
Viilage Banks/Year 5n 39 122 » m % In 5 297 n
Village Fank (3) |
Yillage 2ank Ranagers 0 1 12 29,230 N 12 n 11,322 30 172 12 33,282 715 ™2 12 71,280 15 291 (H 11,280 m
Finaneral Analysts L0 n 12 £,¢ W0 M 12 161,230 Jo & 12 23,330 1 m 12 303,250 300 1,272 12 71,280 1,312
fAcceunlants 16 N2 12 41,220 160 112 12 £3,580 HI - HR 12 81,230 103 Iz 12 135,220 130 S22 [F 141,200 2
s . s ——— . e . ' ——— T — . — T — e s
3028 12 152,640 430 ek g7 7,30 49,18 17 JN,E00 525 5,58 12 501,840 525 2,0Mm 12 821,800 2,414 W00 29 LE 1,932,2¢9
LE Subtotal 253,340 467,30 §93,310 103, 3¢0 115,349 4,511 197,050 LE 3,433,269
KAl
Top Managesent (4) L1} 3 13,210 4 [} 15,23 47 [ i3 a7 b 13,20 47 [} 13,250 0 20 s 8,129
Bicle Managessnt (5) 122184 s AN 122 Mg 8,300 2 M s xu 12,220 172 st g 165,230 172 594 b 4 11,320 6h SIS asan
Exteasios azents (8) 500720 4 24 337,82 3¢ L& 2 437,820 39 1,720 <17,360  736.2,229 b 24 796,360 1% 2,970 s 2 m.m\ 3,720 204,400 15 10 3,114,600
Vetertnaraan 07 50 S0 &2 23,350 30 A 8,538 30 36 st 8,50 75 75 4 n £2,7% 13 15 s 42,130 312 14,400 1510 171,000
455,35 352,35 12 742,350 78 999,400 1,215,500 4,907 341,280 LE 4,010,289
Tetal § Trainees & Cays 1,498 553,720
Tatal LE Cest 717,899 1,085,450 1,437,590 1,904,942 2,330,340 LE 7,443,420 7,445,000
# LE1 = 31,35 1530, 422 735,450 11,054,555 $1,411,057 $1,728, 622 . $3,313,480 93,515,000
1
Total Cost 1n 3 $724,122 551,500 81,152,458 1,528,587 11,834,122 6,201,167 84,240,000
Inilaticn Adjustaeaty
Total 8 $172,%00 $172,%00 127,56 1127,%00 127,500 s $727,500  #725,000
with 51 Iaflation §121,125 $131,125 $333,87% 121,975 133,873 9763,013  4745,000 4
Total LE Cost 717,593 1,362,850 1,837,490 1,504,929 2,330,940 LE 7,443,420 *
vith 171 Iaflation 837,897 1,235,257 1,622,597 2,223,760 2,721,200 LE 8,708,857 L3
RE Q=313 421,955 322,533 31,245,953 $1,452,948 32,020, 148 95,150,990 94,420,000 i
I
I:
Biseejle Nane: PSCAZITL, File Mawer Teaining, Cater C472:/88 i
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APCP: ILLUSTRATIVE TRAININS PLAN

.

Biseelte Name: PBIACIIL, File Naser Teainirg, Cates 04/2:1/85

Yor 1 Year 2 Year 3 Tear 4 Year 3 Talal  Tolal Cost/ Tota) Sugpested. .
Trainees § Tralnees Days/  Cast/ 4 Trainrees Days/  Cost/ ¥ Trainees Days/ Cestl @ Traizees Days/  Cest! B Tralnees Days/  Cast/ i § hys Day Cost Funding o
Kex  DId Yrar Year  New Ol Year Year Hew 014 Ymar Year  Xew O Tear Tear  New DI Yrar Tear  Trainees w -1
1
1 Cost i
i
Dverseas: '
Business Cbservation Tour 10 13 43,029 10 13 13,600 2 300 4300 190,00 i
Top Haaageaenl (1) 3 50 37,520 3 50 37,50 3 50 nsee 3 50 37,560 3 30 37,500 13 759 8250 187,500 i
Niddle Manageaent (2) 10 45 50,95 10 [H 50,000 10 45 90,500 10 LM 50,600 19 45 90,000 0 2,28 0200 150,000
$ Schlotal $172,500 $172,500 127,500 $127,50 $127,500 15 3,300 072,5% 725,000 |
LE Cast
PRDAC 7
Top Manageseal (1) 43 12 24,300 3 12 2,300 43 12 00 1§ 12 24,200 48 12 24,300 43 2,400 U3 LE 102,050
Rigele. Managesenl [2) 3 -
Eeneral Developaent 5015 12 E20 100 48 12 3,600 130 13 12 CI5,800 1S WS 12 M350 195 490 12 159, 400 §83 20,100 20 LE 400,000
APLP Systess Training 13 2 15,800 100 45 12 39,400 130 3 12 15,00 S NS 12 17,600 173 410 12 159, 600 BB 20,860 20 LE 408,000
R3A Type Courses 5 9 48,000  1c0 9% 6,200 2 9 124,000 150 9 144,000 150 % 144,000 400 57,800 10 LE 524,000
2 bt f—————e 2 h——-- 2 h—— 2h 2h
Sublotal 79,330 175,200 215,200 179,209 483,200 1,930 98,100
Viilage Banks/Year 07N 3 12 172 13 2 15 M m
Village Bant (3) -
Villige Zank Managers o2 5,230 % 22 12 11,220 50 12 12 3328 73 w2 n 1,28 15 M 12 19,280 m
Financial Analysts 0 12 1 87,2580 I I 1 181,330 300 472 .12 3,330 00 2 12 35,80 306 L2 12 m2e0 1,512
Acccuntants 100 122 12 4,290 100 172 12 5,08 100 2 12 B1,530 150 M2 12 25,230 130 32 12 11,280 (7]
50215 12 159,640 A0 g8 12 67,380 453 1,118 12 375,640 529 5,08 12 201,240 525 2,091 12 827,880 2,414 %A, 000 20 LE 1,%33,2%0
LE Sublotal 262,340 467,340 695,240 103,340 1,115,300 4,591 197,440 LE 3,433,200
KCAz
Top Eanagesrat (1) 49 b 13,270 4y ) 13,330 41 [} 13,230 &9 [} 13,20 & 1 13,230 N 2M0 45 5,18
Hiedle Panagessat 15) 12218 b8 15,300 122 e n 8,300 122 A A 0,220 (2 W 8 @I 12 S b3 199,320 LTI A2 e TR N T :
Extensioa agents (8) 00720 b2 331,500 560 1,220 6 24 157,260 =5 1,70 & S17,i00  7302,220 534 782,300 7133 2,970 & 60,300 3,720 M40 18 10 3,114,000 i
Veterjoartan (7] 50 S0 & 24 22,330 30 08 23,539 R L R 1 23,20 1315 b 42,730 15 75 & 42,750 31,400 1310 171,000 i
3 454,350 254,359 73 742,30 78 997,400 1,215,800 4,907 381,2t0 LE 4,010,2%9
Total # Traiaves & Days 7,498 5%3,7%0
Total LE Cast 17,40 1,083, £50 1,437,850 1,904,940 2,330,940 LE 7,443,820 7,405,000
R LEl 2 §1.35 1531,522 789,400 $1,054,535 11,411,087 $1,728,622 S 13,313,847 13,515,000
Total Cost 1a § $704,122 1381,980 11,122,458 §1,538,%87 $1,0854,122 84,241,187 94,240,000
Inflation Adjustarnty = gt
Total 1 1172,500 $172,580 . $127,500 1127,%00 127,500 A5 §727,300  8725,000
uith 51 Inflatien 818,125 $131,125 - 213,875 133,813 1133, 875 L0 4745,000
Tetal LE Cost 717,590 1,437,850 1,904,940 2,330,910 LE 7,403,450
with 171 Inllatiza 3,877 1,882,297 2,228,750 2,21, %0 LE 0,708,007
BLE 1 = 91,15 521,953 1,245,599 11,620,943 12,020, 148 96,450,990 44,450,000




= APCP;  ILLUSTRATIVE TAAINING PLAN ' : : 5

Tatal Inflatiea Adjusied Cost in § 1893,123 11,104,723 11,379,873 11,784,823 12,154,023 97,210,143 97,215,000

(1) Bank Top Manageaent training would tclude beth local and overseas aanagesenl seainarcs, particlpaal trafaing and Intrcductica Lo APCP sysieas,
Fuads provides are sufficienl for a aix of seainacs and short tera participant Lraining Lrins.
Local course are for 2 sanagers for 17 governorales plus F3JAC mamagers.

[2) Bank Aiddle Manzgeneal courses are for proaising candidates to develop both specilic areas of expertise as wrll as geners] sanaeraral capability,
Local courses will be Bolh in specific systess develoled during 4°CP and in N2A level courses ia specific areas,
This graup will iaclude Village Raak Managers and mid-leve! sanizers in Branch Ranis, BDACS, and the PEIAL.

130 Village Bark personnel included will be Fanagers, Financial Asalysis (573ank), and Accountaats (2/bant),

Material covered will be systess eveloped for the Village 2ank uader APCP.
Traning Buagel alloss funds for addilienal traintag (12 days/ynar) for Villege Bark exployees adnitted Lhe previcus yuars,

(4) F0A Top !}naqellnt training incfzces sanagenesl Lraining, 7lanning sesinars, elc.
This group inclades KES, research 1mstilulions anc tcp gavernerate exlersion/agrizulture seclor positicas,
Based ca 11 governoralas (4 pecale mach) ples 5 (PBTAC, NE3, ARC)

[+

-

HOA aidcle sanaganent training 15 for district and gavernorale eid-level stafl,
Based 11 Governarates (2 va) ard Listricl lavel (2 Follox-u3 per VE)
Based on b full days per year plus 18 malf days, total: 13

= 18) Extension ageats. Bazed on end of projecl status of an average of 10 per VB, 1/4C0 fe¢dans,

-7 This would ailow then I €ay/100 lecdans with and extra day for piper mork, triining, elc.

1) Veterinaraans. Based on 1 per Village Bank

t4) Cosls include: -
la) Overseas: Tuition, per diea, and Lransportalion,
1b) Local fescepl BA tyse courses): Trainers, Mate=1a) Preaaration, Raterials, Foad & Saacks, Per Diex } Tramsoortation Allowance
le) MBR type ccueses were calculaled for 2 sesesters at LE 503 vach with LE 165 for beoks aad saierials.
(d} ACA training for aiddle sinagesecl, exlension ageals, 423 veterinacians is based on & Cays ¥ LE 15/cay aad 48 hall days B LE 10 ea,
Traininy coursss fer KOA a1d4le ddnageaecl, crlensicn ageats, uad velerinarians will be concucted 1a the governcrales.,
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