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AGRICULTIURAL SECTOR ASSESSMENT

I. INTRODUCTION
A. Summary

Egyptian agriculture is ac a critical juncture where the de-
cisions that are made in the near term will be of major significance
for che fucture of agriculture in particular and of the economy in
general. Because of agriculture's importance as the largesc employer,
major export earmer and largest comtributor to GDP (25% in 1976), the
low (2%) growth rates of the past 8 years musc be raised or the sector
will continue to act as a drag om overall growch and saverely lessan
the probabilicy of achieving development targets. ZFurther, unless
better performance is achieved, a major proportion of the poorer popu-
lation elements of society who are located on-farm or in rural areas
will achieve only nominal participacion in the benefics of growth and
development.

The unsatisfactory situacion of a low growch race, rising food
imports and unexploited opportunicies sceams Ero& a combination of

natural resource limitacioas and Government policies which have reduced

production possibilities and incentives and discouraged needed privace

investment. The limited amounts of available land make per-unit yield ’1V?'
—~———— — K
L)
increasas necessary although, in viaw of cthe already high-vield levels, A
S " 7 r_ e T B A s B ‘\A Q s
such gains will not be easily actained. !'Administerad pricing] aimed at
—— - N

generatiag Government revenues and maintaining low food prices, combined
with inaéequa:e mechanisms for providing necessary services have reduced
incentives to the farmer, as well as his ability to increase produccion
and have made returns so low that privace investment has been dis-

couraged. On the other hand, Goverament iavestment programs have been
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heavily directed toward land reclamation where payoffs have been

e 1.
d %Ezgg,and_smal

To allow the sactor to make the contribution to overall
economic development that judgmenc indicates is possible and realism
indicates is necessary, our analysis concludes that changes ars ra-

quired in cthe chree interrelated areas of policy, iastitutional

deve%ggggn: and Cegggglpgy development diffusion. With the proper
modifications in these areas, a 4.0%7 growth rate is not unrzasonable.
The USAID proposes to follow an employment-oriented growth
stracegy in encouraging and supporting the changes necessary to
achieve the indicatad growch rate. This rewgnizes that emplovment
and equity must be major concerns of the strategy, but idencifies
production increases as the most feasible method of generating
amployment and equity. 1In carrying out the strategy, AID will
support efforts aimed at policy change, insticutional improvement
and ctechnology development. Current projects, already operational

or proposed, will serve as the starting point from which co move

increasingly toward direct production efforts with an emplovment
— ——— m— —— e

oriantacion.
/.

8. Mechodology and Focus

In the preparation of this agriculctural assessment major
reliance has been placed on existing studies aad information, par-
ticularly the GOE Five-Year Plan, World Bank studies and documents
previously preparad by or for AID. Origimal daca have not been
generated or collected although new interpretations and conclusions

have bean drawm.
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The assessment assumes chat the reader possesses a basic
knowledge of Egyptian agriculture and, comnsequeatly, provides only
ninimal background infofmacion. Anyone sackiag greater depch and/
or basic information about a particular topic siiould consult the
various studies footnoted throughout the paper.

The focus of the assessmenz is on these zlements which are
judged most important to AID agricultural assistance afforts. Thus,
the larger issue of rural development and the social infrastructure
and employment questions inherant therein are only briefly and tan-
gentially mentioned. This leads to an unbalanced presentation from
a rural sector perspective but ome which is quite precisely targeted
and internally consistent from an agriculctural view., We believe
this is a reasonable approach and, given the strategy proposed, quite
compatible with the most likely rural sector development plans. The
issues section, che program options and the AID strategy ara the hearc
of the document and, consequently, receive the mosc attention,

II. BACKGROUND .

A. ég:icﬁlcure in the Nacional Setting

Agriculture is the largest sector in the Egyptian econcmy
providing around 25% of the Gross Domestic Product (GDP), supplying
over 507 of exports and employing about 40% of the labor forces.
Through the administered pricing system, which extracts an indirect
tax of 30%-307% on major export and certain food crops, agzriculture
also provides resources to other sectors.

Growth in the value of sector production has been relacively
slow, leading to a decline in agriculture's share of GDP, averaging

about 3.0%7 per year during che 1960s, and only 2% since 1970.
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Imports of basic foods nave been rising since production has not
Kapt pace with populacion growth and higher demand.

Since the mid-1960s, agriculcure's share of public sector
investment has been declining Efrom around 25Z to about 7% of the
tocal in 1975, Adjusted for inflacion there has been a drop in
absolute accounts. Slightly higher levels are projecred for the
1978 co 1982 period of the Five~Year Plan. The largesc share of
investmencs (507%-60%Z) have been going to the reclamacion and
development of '"mew lands", although "old lands" arzs scheduled to
raceive greatar attention in the new plan. Yew private invescment
in che sector has been limited due to low returns and has been con-
centrated in very specific areas, i.e., fruit production, where
prices have not been controlled.

In the future, the sector will. face very sizable demands.

The Incarnational Food Policy Research Institute estimatas thac a 5%
Toduction growth rate will be needed to feed the gzrowing population,
narrow the deficitc in food supplies and prgvide‘raw macerials and ex-
ports. The Five-Yaar Plan carget is 3.3%, well above recent achieve-
menc levels. In addiciom, the sector will be axpectad to absord
addicional quantities of labor and to continue to provide Govaramenc
revenue.

8. Agroclimacic Backg;oundLI

Egypt has roughly 6.2 million feddans under irrigaced culci-

vation and ample water supplies for a larger area. Total annually

1/ Details on the Egyptian agricultural sector are available from
several sources, so only a few highlights will be presentad ners.
In particular, see H. A. El-Tobgy, Contamporary Zzvotian Agri-
culzure, Cairo, 1973,

“«
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cropped area amounts to almost 12 million feddans’because of year-
around production which permits double and triple-cropping. Holdings
are generally very small wich 95% of the farmers, holding over 57% of
the tocal area, having less than 5 faddans divided into several small
parcels. Soils are normally very productive, although during the past
100 years increased availability of water combined with unchanged age-
old irrigation practices has seriously increased the problems of
salinicy and water-logging. Over 2 million feddans of additional
desert lands have been identified for development during the 1978-87
period if fiaancing is available. However, cthese new 13225_23££42°°

— ee o m—

be immediately very productive and their output will not keep pace

- —ae e

with population growtn.
JApntupineatt
Turning to land use, cereals--wheat, maize, rice, millec,
sorghum and minor cereals-—occupy about 457 of the cropped. area,
cotton about 13%, clover about 25% and various other crops the re-

maindar. Crop rotations on a 2-3 year cycle are:'fairly complex due

to multiple cropping. ields for most crops aré high, even by

o e SRR~ - S G ————

developed-nation standards. Some changes in cropping paccterns have

-

P

Deen occurring as farmecvs have shifted to fruits, vegecables, clover
and other crops where markets are available and returns are higher
than for more traditional crops. |

High, but less than optimum, levels of most non-farm inputs
are employed ia the production process. Fertilizers are allocated
by ecrop, cotton having the highest priority, with uniform prices
throughout the country. Usage is increasing rapidly, reaching an
average of 69.2 Kg of ¥, 19.9 Xz of P and 0.36 g of K per feddan

in 1974/75. Egypt expects to be self-sufficienc in nitrogen and
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shosphorous fertilizer production in the 1980s ac-.nutrieat levels
of 750,000 tons of N and 98,000 tons of P,

Certified seed is produced and discributad for various crops.
Sufficient seed for the cotton area is produced annually with much
smallar amounts produced for the cereal crops (roughly enough to cover
one-third of the area each year. Pesticide use is widespread with over
8 million feddans of crops treated annually. The number of knapsack
sprayers in use in 1974 was about 85,000.

The amount of mechanized aquipment being employed is signifi-
cant and growing. Over 20,000 tractors are currencly in use wich
approximately one-half of the primary tillage performed mechanically.
Increasing numbers of mechanical chreshers and water pumps are also
being employed. Owmership is concentrated in che private sector, al-
though cooperatives and Goverument farms have considerable numbers.

C. The Rural Social Secting

Zgypt's population is growing at abouc 2,3% annually with an
urban growth rata of roughly 3.0Z and a rural rate of less than 2.07.
The differen;e in rural/urban rates reflects the rural/urban migration
stamming from the absolute shortage of employment oppartunities in che
rurai areas, the limited range of mostly low-prastige jobs that are
available and che tural/urban disparity ia che availabilicy of ameni-
ties. The effect of the migration has been to reduce-labor availabilicy
in the rural areas--GOE daca indicate an absolute drop in agricultural
employment becween 1972 and 1976.

As indicated, rural areas suffer from a relative and sometimes

absolute lack of amenities. A much lower percentage of rural than

urban school-age children are found in school and parasitic diseases
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such as bilharzia and anklestoma remain endemic in rural areas. The
percentage of the rural population without elactzicity in the home
ranges from 93.9%7 in Sohag Governmorate to 47.3% in Damietta. The
percentage of households without access to potablea water varies from
69.6Z2 in Ismailia to 3.0% in Damiecta. Thus, wichin che general
disadvantaged position of rural households, great inequities also
exist among governorates.

Turning to incomes, not unexpectadly rural household inccmes
are substantially lower than urban incomes——LE 375 versus LE $56.
Alchough the data ars fragmentary it appears that in the rural areas
the lowest 40% of population account for only about 25Z of the total
income for the sector. Using a poverty level of LE 270 per rural
household, roughly 52% of the rural households or 11 million people
are below thac amount, primarily the landless (10 million) and very
small farmers (1 milliom). On a govermorate basis, wide disparicies
also appear to exist. There does not, however, dppear to have been
any noticeable deterioracion over the past two Jecades probably

reflacting che GOE eiforts in land reform, taxation and employment.

1/

D. Role of Governmenc=

1. Summatz

As suggested above, Government intervention and involve-
ment in the agricultural sector is widespread and extensive. In
addition to the control of various prices and the provision of services,

the GOE closaly regulates the supply of inputs, enforces certain

1/ Basad largelf on Annex 3.l of World Bank Report 1815-EGT, Arab
Republic of Zgvpc, EZconomic Management in a Period of Transic‘ou
Jolume III, May 8, 1978,
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production practices and requires that {ixed quanticies of certain
crdps pass through Goverdment chanmels. Sctate farms are also
operated and wholly GOE-owned companies are engaged in land
development and axport markecing.

2, Qverall Administration

The overall administration of the sector is the re-
sponsibilicy of the Miniscry of Agriculcure (MOA) with close
connections on the input side wich the Ministry of Irrigzation
and with the Ministry of Land Reclamation. Other ainistries
are involved in the supply and disposal of inputs and outputs,
policy, and planning. For inscances, the Ministry of Trade and
Supply is responsible for the trade of sectoral inputs and ouctputs
as well as the subsidy program for basic foods. The Miaistry of
Indusfry is involved in sacting the procuremenc price for domesci-
cally processed products and the Mianistry of Planning is concerned
with sectoral investment plans and economy-wide.ﬁrioricies. The
High Commictze of Planning, which is compoéed of Ministars from the
departments céncerned, is responsible for initiation of policy
changes as well as coordimacing the viaws of the various ministries

and allocating inputs and targets for outpuct.

3. Agricultural Research

Most agricultural research is carried ouc through a semi-autonomous
authority under the MOA, che Agricultural Research Center, which
operatas a central research scation at Giza and 1l sub-stacions
throughout the country. Ia addition, research on selactad topics

is conductaed by the Miniszry of Irrigation, the National Research

Center, and the universicies., Plaat breeding, parcicularly of cottoa,

=
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has been a major focus wich the fields of plant p?ocection, agro-
nomic relationships, animal production, and agriculctural sconomics
also covered. Raesults have been very uneven. The development of
the ¥adha rice wvariety iacreased yields 33% and the new cotton
varieties were major successes, but the failure to adapt aigh-
yielding wheat varieties to local requirements led to their virtual
rejection by farmers. In the agriculcural economics area, many of
the problams of pricing and anticipated farmer response illuscrate a
weak sectoral data base at the farm level, with a coasequent in-
ability of aconomics research to farecast likely responses. The
fundamental problems with the researcn effort in general relate to
the basic concepts of a research system, what its form and function
should be, what its linkages to the farm and extension syscem should
be, now to test its performance against internacional standards, how
to equip the system properly, and what is an appropriate lavel of
staffiing. For along time, many of the macro-economic policy goals,
such as the need to maintain full employment, imve hampered the pro-
vision of acceptable ressarch support to agriculture. Research
results are also limited because of the many uncommited staff among
the over 3,000 degree holders and 15,000 support szaff that are
amployed. Furthermore, local research stations are restricted in
adequactely addressing local problems owing to a highly-centralized
adminiscration, which controls details of research programs and
budgets. Because of a lack of promotion opportunities in leccal
insticucions, the best workers end up in Cairo, and this further

dilutes local performance.
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4. Agriculcural Exteasion )

Agriculcural extension is organized through the Depart-
@ent of Agriculcural Extension, and a High Advisery Council, with
participation by rasearch instituces and agricultural universities,
Regional representacion is through the Govermorace Director of
Agriculture along with provincial supervisors and discrict agents.
Alchough the extension Services have been instrumental in the wide-
spread use of modern inputs, such as improved varieties and inorganic
fertilizers, in recent years extension work seems to have declined in
effectiveness. Budgetary allocations for the work have decreased,
while urban-based staff have increasad in numbers, resulting in weak
farmer linkages. At the farm level the system has been inadequate
until recently, with a ratio of one agent fecr- about 1,500-2,000
farmers. This directly contrasts with the concentration of extension
agents in Cairo, most of whom are without field experience. 1In
general, cthe extension service is overstaffed and under-equipped but 3
more serious problem is cthe lack of staff mocivacion. Many of them
do not have an agriculrural background and lack a real commitment to
agriculture. Agriculture enjoys a low scatus among the professions
and generally the poorer performers in the school examinations are
channeled into the field; again, che poorer performers among these tand
to be channeled ints the extension service.

5. Cooperatives

The cooperative system in Egypt is parastatzl and falls
under the Department of Cooperatives within the MOA. There are four
nacional groupings: the Ganeral Sociaty for Land Reclamacion, the

General Socilaty for Agrarian Reform, multi-purpose sociatias wichin
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the éeneral Agriculcural Cooperative Society, and specialized soci-
eties within che Cooperative Societies for Special Crops. As of
November 1975, there were 133 land reclamation societias, 634
agrarian reform societies and 4,260 aulti-purpose agricultural
cooperatives at the village level. Independent lines of command
flow from che national society level through govermorate levels to
joint cooperatives at district levels down to village cooperatives.
The complex structure gives rise to overlapping funccions, con-
flicting lines of auchority and duplication of staff.

At the village level each cooperative is managed by an
M0A agriculcural graduate, assistad by an accountant from che Agri-
cultural Bamk and sundry other employees. Complementing this line
of authority is an elected board, 80% of whose members must be small
farmers. Their contribution to effective decision-making is neces-
sarily weak because they have no say on policy matters or daily
management of the society. 1In the past, the enforced membership in
fara cooperatives theoretically provided a two-way delivery systam of
goods and services as well as a communication network. Aggregate
output plans for the sector, togecher with the requirad inputs of
fertilizer, seeds, and credit, filtered through the cooperative syscem
to eventual farm level allocations. The cooperatives directly iater-
vened in production through the pooling of fragmented holdings, by
performing various cultural tasks such as plant protection for cotton
and by providing tractor services and stationary threshers at harves:.
All the cotton and various portions of other crops were requisitiomed
by the cooperatives acting as the Government's agent. In general, :the
coqperatives periormed Important functions bHut were somewhat unrespen-

sive to farmer needs and their power was often resented and evaded.
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For the future, the picture is unclszay. A revision of
the cooperative law is under consideration. Hopefully, chis will
clarify che role of the cooperatives vis-a-vis other organizatioms,
such as those within the credit system, and clarify how the coopera-
tives fit between the farmers and the state. Reportedly, che
revis;on will make membership voluntary, encourage the consolidation
of cooperatives into a small number of viable units and make them

truly service organizations rather tham an arm of Government.

6. Agricultural Cradit

Agricultural credit is exclusively provided by Goverument
banks and agencies. Primary responsibility rests with the Principal
Bank for Development and Agricultural Credit (PBDAC), established in
1976 with a wide range of functions, responsibilities and privileges.
A smaller contribution to credit supplies is made by Egypt's four
commercial banks, which are also sctate-owned. The major functions of
tha credit system are the provision of short- and ,medium-term loans to
farmers and cooperatives, procurement and supply of agriculcural

inputs, and the markecing of crops. Previously, all farm credit had to

.20 through the cooperatives. Now the credit banks can loan directly to

farmers. The loans are predominaely shor:z-term, generally for crop
production. Zach farmer is encitled to credit for full cropproduction
costs, based on MOA scakf calculaticns, according to a production plan
prepared by the village cooperative. All inputs are provided in-kind
with cash loans given oanly for machinery sarvice charges and hired
labor. No tangible security is obtained but the farmers undertake to
sell cheir output through designated markaciang agencies. Medium-term

L

loans mzke up about 1% of toctal credit and are used mostly for orchard



- | IE=
establishment, purchase of farm machinery, and cagtle. In 1977,
the incerest rate to farmers was 42 on short-temm and 9% on long-
term loans. The on-lending rate is lower thaa the average borrowing
rate of the credit system by some 2%. Roughly 80% of loans made are
collected. From time to time the Governmenc, through the MOA, inter-
venes to write off debts for farms of certain categories and to
reschedule debts of éghers.

In general, the problem of the credit sysctem seems to be

that it is not allowed to function according to aormal commercial

—— vt o ——————

principles of banking. The Government has used, and probably will

T Lo

continue to use, the agriculcural banking system to achiave other

policy objectives than simply chat of allocation of capital.
Another potential source of problams is the credit syscem's handling
of non-credit activicies, such as the distribution of feed and
pesticides.

An independent audit of the P3DAC in.l977 carried out
in connection with the World Bank's lending to the sector concluded
that the syscém is, in effact, bankrupt. Accumulated losses totaled
LE 60 million as of Decemter 31, 1976, as agaianst just over LE 2
million in capital and reserves,

7. Agriculcural Marketing

The marketing of farm products is one of the major
spheres of influence of the Governmeant in the sector. Provision
of izputs and credit is tied to compulsory sales of output to
the PBDAC. Both the quanticies and the procurement prices are
set beforshand. The over-quota amounts can then be freely sold at

local market prices. Generally, the requisitica commodities are



- 14 =~
eicther urban foods, such as wheat, sasame, sugar,.broadbeans,
lentils and rice or export crops, such as cotton, rice, onions
and groundnuts. Most of the compulsory minimum delivery quotas
have. been enforced throughout ché 1960s and the early 1970s,
alchough some changes were introduced ia 1976 and 1977, allowing
@more freedom for disposal of the crops by che farmers. There are
considerable price differances for the same commodity in different
markets, These have ranged from 27% higher for wheat o 100%
nigher for rice in the free market over the Govermment prices. The
marketing and pricing svstem is, in effect, a transfar mechanism to
extract a certain surplus from che agricultural sector. From the
banks, the products generally pass to Governmeat processing,
exporting and retailing companies. The banks are the purchasing
agencies on behalf of the state and maintain storage on a regular
basis. ?Private processing organizations usually offer higher prices
than public companies although they are often pedalized by various

.

adminiscrative controls.

8. Agriculgural Universities

A major component of the sector as the supplier of craiamed
manpower to agriculture is the university network. Thers are 11 agri-
culcural colleges and 4 colleges of vetarinary medicines with over
6,000 PhD-holding faculty members. A wide-range of agricultural
training is provided to an enrollment of over 27,000. Annual output
of degree-holders is about 6,500, Under the GOE's employment policy
each of these graduatas is guaranteed a position in the Governmeat (if
other employment cannot be found). The lack of ocher opportunities is

the major reascn for the surplus of degree-holding manpower relative to
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support rescurces which plagues the governmental qrganizaticas in the
sector. It should be noted the agricultural universitiss ian Egypt have
a responsibiliry only for agricultural aducation and have no official
involvement in agriculcural development as is the case im the US Land-
Grant System.' “a '

9. Miscellaneous

Wichin the Ministries of Agriculture and Land Reclamation
there are many autonomous or sSemi-autonomous authoricies whose activi-
ties range from overseeing cooperative activities to directly producing
goods for consumption. As public sactor organizations, they compete
directly with che Ministries for funds and skilled manpower. As pro-
ducers they compete directly with GOE agencies and private individuals
for sales without having to stand che test of profitabilicy. The major
enterprisas affecting the seccor in this way are the General CQrganiza-
tions for Cotton, Land Raclamation and Poultry Production. The Cotton
Organization is the monopoly purchaser of the cotton crop and is
responsible for policy administration affeé:ing.cotcon. The Land
Reclamation Organization implemencs that program and retains control
over reclaimed lands. The Poultry Organizacion coustructs and operates
large-scale, capital-intensive broiler production units. The general
remarks concerning most of the other Government organizations and their
efficiency (or lack thereof) is also particularly relevantc to the state

enterprises.

E. The Five-Year Plan, 1978--1982

1. Introduction
The 1978-1982 development plan clearly arciculates problems

confronting the Egyptian economy and correctly, from an AID point of viaw,
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proposes to accelerate development in growth terms wich special
efforts to benefit the poorer groups in the socieéy. The target is
an economy-wide growth rate of 9%-10% to be accomplished through a
aumber of infrastructural changes and through substantially higher
overall and specific sector investment levels. The plan also seeks
to alter pricing and income policies and to correct the balance of
payments problem while improving decision-making at the national and
local level.

2. The Agricultural Sector

In the agricultural sector the plan calls for increased
investment in agriculture, irrigation and food securicy amounting to
LE 878.9 million or 8.6% of total plan investments and 22.87% of
economic sector investmenés. The broad objectives to be achieved by
these investment levels are steady, continuous development, expanded
productivicy, efficisnt use of raclaimed land, the improvement of all
agricultural lands, adequate production to meet the needs of the people
and changes in cropping patcerns to take advantage of export opportuni-
ties.. The valuve of agricultural production at constant prices is
targetad to grow by 3.38% annually.

More specific targets of the plan are: (i) to increase
exports through priciﬁg, marketiang and other incentives; (ii) to in-
crease wheat production, to produce rice for local consumption and
export and to achieve self-sufficiency in legumes, peanuts, sesame,
sugar, vegetables and fruits; (iii) to produce quality seeds in the
necessary quanticies for various crops; (iv) to improve agricultural
research through regulations and comnsolidation of various research

bodies and cechnical inscituces; (v) to axpand mechanization, including

service facilicies and trained manpower, gradually to a target of one
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tractor for each 100 feddans, one irrigation sec for 2ach 30 feddans
and one threshing machine for each 75 feddans, thus releasing ani-
mals for meat and dairy preduction; (vi) to slow the migration of
agriculcural workers from the land which has caused agricultural wage
rates to lacrease rapidly and has resulted in a shortage of labor;
(vii) to expand che use of fertilizers, pesticides and fungicides;
(viii) to train administrative, training and organization cadres;
(ix) co offset land fragmentation by crop pooling and che formation
of cooperatives; (x) to expand credit amounts available and to enforce
collection procedures; (xi) to reduce storage losses; (xii) to utilize
Pricing policies to encourage crop production and shifts in acreages
devoted to particular crops; (xiii) to reduce irrigation water wastage;
(xiv) to improve drainage; (xv) to preserve and conserve existing l#nd;
(xvi) to optimally exploit previously reclaimed lands; (xvii) to reclaim
2.1 million feddans (during 1978-1987); (xviii) to substancially raise
poultry production to realize domestic self-sufficiency; (xix) to raise
meat and milk production; and (xx) to increase the fish catch from inland
fisheries, including new fish farms, and from offshore areas,.

Iopedimencs to the achiesvement of increases in production
and attainment of the indicated targets are identifiad as: (i) land
fragmencation; (ii) use of agriculcural land for forage crop production;
(iii) non-enforcement and non-implementation of agricultural laws; (iv)
loss of agricultural land to nou-agricultural uses; (v) removal of top
soil for brick-making; (vi) over-use of irrigation wacer; (vii) poor
drainage; (vii) the loss of agricultural manpower to urban areas; (ix)
the lack of an effective research policy and (x) a lack of new and

improved varieties.
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3. Brief Evaluation of the ?lan with Parsicular Focus on

Agriculture

The most striking feature of the plan is the low lavel of

invescment allocated to agriculture, the largest employer and the lar-
gest aconomic seczor:: If one looks more broadly at the rural sector,
which is to receive 26% of investment, the picture is somewhat more
posicive. However, our judgment is that the absorptive capacity of
the sector is adequate to handle additional investments and that a
higher percentage of plan investment funds should have been allocated
to agricul:ure.L/

Wichin the agricultural sections of the plan, the strongest
component is the discussion of the constraincs and issues facing the
sector, indicating an awar;ness by the GOE of the important issues.
Pricing pélicy, farmer response to prices and the use of prices to
d;rec: production are particularly well articulacad. The analysis
underlying cerctain other conclusions, e.g., the need for mechaniza-
tion, is less convincing, but still reflects comsiderable thoughc.

The major problems with the agricultural sections are the
lack of identified priorities and the absence of a coordinated, iace-
graced strategy which relates constraiats, targecs and investment
levels. From the investment budget allocations cercain priorities can
be surmized, but the lack of any data on recurrent budget expenditures
in the various areas makes any such conclusions only tentative. B3ased
on the investment budget, it appears that drainage and new land

reclamation are of the highest priorizy. 1In fact, invescments in aew

land reclamation and development will exceed the combined iavestment

1/ See the subsequent issues section for a furcher discussion of
investment levels.
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amounts for plant, animal and fish produccion and :scorage con-
struction. Since production from the new lands will be small, a
major strategy question is whether che investment split becween
vertical and norizontal =xpansion is appropriata to the attaioment
of the plan targets. An implicit assumption seems to be that, if
cercain policgy chaﬁges are made, the privata sector will respond
rapidly enough to achieve the desired growth levels. We doubt that
policy changes alone will be sufficienc.

An additional concern is che plan's lack of specificity
on how programs reach the farmer. The links between research and
extension and between extension and the farmer and how they may be
strengthened 1re not well-articulated. There is also an apparent
belief that the current system does an adequate job of providing
necessary ilnputs and credit despite strong indications of the de-
sirability for certain modifications., Overall, the unstaced expec-
tacions of the GOE must be that che small Earmer‘will be able to

B
overcome the built-in constraints of the system in order to achieve
the necessary growth in produstion.

F. Other Donor Assistance

Until recently, GOE assistance policy in agriculture had
sezemed to be to allow any and all donors to provide any type of
assistance in any geographic or functional area wnile consciously,
or because of poor informacion flow, keeping donors unaware of each
others interests or efforts. Consequently, Egyptian agriculcture te-
ceives a bewildering array of assistance from a wide variecy of donors,
wicth duplication in many areas. Hopefully, the establishment by the

MOA in August 1978 of an Agriculecural Assistance Coordinacing Committae,
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will remedy the hit and miss approach by providiag better guidance
to donors while also facilitating information flow to and among
donors.

Excluding the US, the largest domor to the sector in monactary
terms is the World Bank with projects in the development of agriculture
in two governorates, in drainage, in agro-industrial credit, in
fisheriss, in fruit and vegecable production, in processing of iruits
and vegetables, and in mechanization and with plans for a sizable
project in new lands development. Probably the second most significant
donor is the UNDP/FAOQ with involvement in dairying, veterinary medicine,
training of livestock persomnel, extension communications, horticulcture
and grain storage. Holland is providing assistance in poultry, estab-
lishment of dairying, vegécable seed production, agricultural extansion
training, vegetable marketing and veterinary training. Wesc Germany
is involved in assistance to new lands development, a mechanization
training cencer, a slaughter house, cold-store comscruccion, a fruit
and vegetable processing center, and livestock production. The
European Investment Bank of the EEC is providing resources for new lands
development and development of fish farms. Other donors include Canada,
forage production and rur#l electrificacion; Romaniaz, tractor maintsnance,
agro-industrial dsvelopment of new lands, and rural 2lectrificaciom; che
UK, aerial spraying and rural electrification; the International Tund
for Agricultural Development, land development, vegetable grading and
milk production; the African Development Bank, agriculcural development;
Norway, fisheries; World Food Program, farm rehabilitacion; International
Finance Corporation, sugar beet produccion; and Australia, cold-storage

capstruction.
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As is apparent, a large number of donors are involved in a
multicude of areas emphasizing the need to ensure that care is taxen

to avoid duplication and for becter coordimation of efforcs.

III. 1ISSUES IN AGRICULTURAL DEVELOPMENT

A. Iacroducticn

The complexity of Zgyptian agriculture and the availabilicy
of aumerous alternatives for future develooment, given the current
starting point, result in a multitude of issues confronting the
sector and requiring resolution. In the following, what are judged
to be the major issues ars discussed. Vot all the issues relate only
to agriculture; some are broader but placed in an agricultural secting
wnile other issues are quite specifically agricultural. For certain
issues conclusions are difficult to draw and, consequently, while a
posiction is taken in each case, a certain ambiguity may remain.
Nevertheless, in the aggregate the analysis and conclusions point
toward program alcernactives, consideracions and elements imporcant in

o

any development assistance strategy.

B. Decentralization of Decision-Making

The Goverament of Egypt, with a traditionm of centralized
Govermment strecching back to the Pharoahs, has recently begun to
decentralize authority to the govermorats and village levels. To dace,
decentralization has been pursued in somewhat different ways and at
different speeds in each of the rural sector's four dacision-making
components above the level of the family: village govermment, the
narties, the cooperatives, and the agricultural financial and marketing

insticutions (chis list excludes the mosque, which is a crictical cem-

nonent of rural society, but outside the scope of AID activities).
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The rural governmment structure as represegtad by the
Villaze Councils is increasingly being made :espon;ible for planning
and implementing village level activitiss, although still largely
dependent on the Cantral Government for funds. By comstrasc, the
EZxecutive Committee in each village, which is composad of repre-
sentatives of relevant Covermment ministrias, concinues to provide
a central, perhaps dominant, management role for the national
Government. The villages also -continue to look to the Caentral
Government to provide infrastructure and services, such as
aleccricicy.

The political parties remain highly-centralized, though
decentralizacion is in progress. Because membership in the leading
party is an important decerminant of leadership, centralization of
the Village Councils continues through the parties.

- The role of the.existing cooperatives has been reduced
substantially to that of providing machinery services and other

.

limited support for agriculture. Thesa coéperacives ars managed
by Central Goverament repraseatatives and, in the past, nad 3 large
role in ensuring farmer compliance with Government-decermined cropping
pacterns and input use. VNow, however, the cooperative sector is being
reorganized with the goal of establishing farmer-managaed ¢cooperatives.
The role of these new-style ccoperatives remains undetermined.

The remaining institucions in the agricultural economy are at
most partly decentralized. Provision of credit and macerial inputs
through che Agricultural Bank remains under close cencral control.

Izporzant aspects of the crop rotatiom, aspecially regarding cotton

and grains, are centrally-detaermined. The individual farmer is thus
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leit wich limited 'degrees of freedom" in planning his cropping
strategy. It remains to be seen whether che farmer will be given
greatar automomy than at present.

Thus, overall, rural goverument is moving in the direccion
of greater local autonomy, but without 2 clear indicatiom of how far
and how rapidly it will proceed. On both philosophiczl and ﬁractical
levels AID believes these efforts should be encouraged since local
participation increases the probability that development efforts will
reflect local priorities, will be dirsctad at real needs and will be
sustained. In Egypt, where central planning and control was all-
pervasive in the recent past and remains strongly entrenched even at
present, decentralizacion seems particularly necessary in order to
bring about dynamic change in the rural sector. While this need has
become more widely recognized in the Govermment, the supporters of
decentralization efforts will rtequire assistance and encouragement

if chey are to be successful, particularly sinc? inicial results
inevitably will be lass than dramatic. .

Clearly, AID should provide support to decentralization
efforts. However, in practice, there are difficulties due to the

following:

1. The ¥eed to Have a National Agency as the Grantee

AID policy requires that all grant and lsan agr=sements
be with some element of the national Government., Even where a
project is designed to promote decentralization, as in Development
Decentralization, activicies are to be carried ouc through a national

agency. In efiec:z, a certain centralization of decentralizztion may

agm—

be promoctad.



et oo

I

2. The Limit om Direct Iavolvement bv a Foreizn Government
in Egypt's Internal Managementc

AID is not able to dypass the national Government to deal
directly with local officials. To do so would be a serious violatcion
of protocol as well as a threat to close working relationships with
the GOE. Thus, decencralization assistance can only be as compre-
hensive as allowed by Central Governmenc officials.

3. The Emphasis on Planning and Coordination

We rscognize that there may be a conflict between pro-
moting decentralized decision-making and building a capacity for
coordinacion and planning at the national level. AID has a number
of project ;nd sub~project activities that promote the laccer. Thus,
the impact of the AID proéram has been to favor centralized activicies.

For the longer term, as AID seeks to move agricultural
programs closer to the farmer, decentralizatiom will undoubtzdly assume
greater imporctance. It would seem chat the possible difficulties
identified above can be resclved if the GOE so wishes. A geographic
focus for one or more project activities might be an effective mechod
of encouraging the decentralization process and moving activicies down
to a lower level,

C. tTauity Versus Growth: Strategies for Reaching the Rural Poor ‘

The existence of a trade-off between growth and equity in the
rural sector has increasingly been called into question in recent years.
This change in 2conomic thought lies at the base of AID's growing
2mphasis on small farmers as the largest agricultuyral sub-sectecr aad
generally the one with the greatest potential for production gains. 1In
the specific case of Zgypt, iz is fraquencly arzued thaz there is no

growth~equicy crade-off becausa there are, in effect, no largs farmers;
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all Egyptian agriculture is small-farmer agriculctur= and thus the
question does not arise. '

However, the poorest segment of Egypcian rural sociecty is
not the small farmer, but rather the landless laborer, who accounts
for roughly nalf of the rural population and a quarter of Egypt's
total population. A small-farmer orianted strategy would not
necessarily reach the majority of the landless, since farm families
holding less than 5 feddans provide 75%-95Z of their own labor
requirements. Can a strategy, production-~orisntad or otherwise, be
designed that would reach the landless?

Six alternative strategies in this regard can be identified:
(1) further land reform, (ii) promotion of higher laber intensity in
the old lands; (iii) expaﬂéion of new lands, (iv) rural industriali-
zation, (v) rural public works, and (vi) "welfare"-type income
transfers. & sevench alternmacive provides a sort of null hypothesis:
do nothing and allow out-migracion to remove the ,problem from the
rural areas. . :

(i) Further land reform would not substantially alleviate
tha plight of the landless. If all holdings over 350 faddans were
divi4gd among the landless, each family would receive .4 feddans.
Alcernatively, 160,000 families could be provided with S~-faddan
farms, leaving 1,840,000 still landless and worse off than before,
due to the drop in demand for off-farm labor.

(1i) Greacer iatensicy in old lands agriculture, in parti-
cular a shift co higher-value crops (gemerally fruics and vegetables)
and away frem low-labor using grzians, would increase rural emplovament

opportunities and thus matarially assist the landless laborers.
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Changes that promote this shift indirectly, rangizg from better
markat channels and higher grain yialds to reducsed fodder needs
due to mechanization, also aid the landless. However, the con-
siderable scope for old lands intensification, nevertheless, is
still insufficient o employ all of the landless.

(1ii) Expansion of new lands, though a dramacic and visible
approach to combining growth with equity, is simply too costly to
provide a major contribution to solving the landless problem. A
conservative aestimate suggests that it would cost LE 10-20 billion
to reclaim sufficient land to give each landless family 5 feddans.

£ all lands to be reclaimed in the current five-year plan were
parceled out in five-faddan units, only 400,000 families out of the
total cwo milliou could receive land. This would be a significant
contribuczion, but clearly it would not solve the problenm.

(iv) Rural industrizlization (larze or small-scale) offers a
somewhat less expensive approach than new lands'éevelopmenc. The
current cost of a single new job in urban indus:ry, LE 2,200, is well
Yelow the cost of LE 5,000-10,000 to provide 5 feddans of new land
per family. In rural areas, and with a stronger emphasis on labor-~
intensive techniques, it should be possible to lower chis cost
substantially. Jobs for all of the landless (assuming for the sake
of argu@en: that all need a job outside of agriculture and that 2
million;jobs could be created, compared to the increass in off-farm
employment sf 1.5 million in the 1966-76 period) would thus cost

'

LE 4,4 billion. Rural industrializztion is thus a2 mora promising

alsarnacive than new lands devalopmenct.
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(v) Rwral public works ranging from social iafrascructural
investment such as public sanicacion to productive iavescments such
as canal cleaning and road building, have a place in a program to
achiave growth with equity and reach the tural poor. However, as a
source of substantizl employment opportunicies, public works are
only a stop-gap solution. TFor the longer-cerm other, less costly,
solutions will be anecessary.

(vi) A production-oriented program emphasizing employment
will aoc reach all of the rural poor. It would take several years
to mount an effective program to benefit even a fraction of the 10
million landless. Even over the long-term, groups of unidentified
size will remain beyond the rsach of growth-oriasnted programs, ao
matcar how carefully designed. These iaclude che alderly, the
chroaically ill and the disabled. A welfare approach offers the
ouly alternative for reaching chese jpeople.

Should a welfare program thea be part og‘an overall rural
development stracagy? Or should iz be inclhded in the naticnal fealch
and nucricion-Strategy or handled separztely? To daca, AID's agzri-
cultural stratagy hes implicitly assumed cthat welfare aspects would
be handled apart from activities in this sector. While this appears
opera;ionally cla2zr-cut, move attentiom needs to be directed to
¢oordinating production-orienced activicies with programs chac
directly improve rurzl wellare,

To conclude, it appears that growch with equicy, chraugh the
combinacion of 2lements frcm the various altarnatives, shculd be the
zarget. Jone of the slternatives shculd be dismissed out of hand zs

2ach zan it inTo an 2mploymenc strategy.
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D. Privace Varsus Government

The balance between pudblic and privata activity in che rural
sector, which had been skewed to the public side during the YNasser
period, has moved gradually but consistantly back towards the ceater
under Sadat. Large public enterprises continue (with only moderate
improvements in efficiancy), bSut new initiatives to 2ncourage the
private sector have been undertaken.

In the rural areas outside of agriculture excaptions to
the private sector handling of all aconomic functions ara the
following: (i) Government provision of a wide range of social
services; (ii) Government-subsidized food sales of several basic
commodicies (as they are in the urban areas); and (iii) Government
conscruction and maintenance of infrastructure. In general most

—_—

of the activities listed are functions of Government even where

———— =

Government accivity is reduced to the minimum. Only in some areas,

such as hezlth care, does Government activity dppear to intarfere
R
with the developmenc of the private sector.

In agriculture, Government incervention is much more per-
vasive. There, Goverament enterprises and, more importantly, ex-
tansive regulation of privats activity have constrained sector
growth. Large Government entarprises, particularly mechanized
farms in the new lands and poultry and livestock operations, have
absorbed a substantial portion of the limited resources available
Sor investment in agriculture. Cverall, these ventures have been
less than an unqualified success and have thus constitucad a draia
on resourcas for the rural arza. COther Government efforts in
agricultural processing, such as the necwork of sugar aills, have

heen notably morz successriul.
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On the input side, the Covernment controls the discribution
and even the application of important agricul:u;al inputs. Ferti-
lizer, which is sold legally only through the zgricul:tural banks, is
the most prominent example, but improved seeds, pesticides and
livestock feed supplements are also marketad through the Goverament.

By far the most significant Government incervention is in
the area of controls on prices and acreage. This activity has such
a2 large impact on agriculture that it is discussad separately in
the followiag section.

The identification of the approprizts role for Govermment
in cural development has wide~ranging implications for GOE policy
and activity in the sector. It is not, however, an area where US
policy is directly invoi;ed. To date, AID has encouraged a
greater role for the private sector in its discussions with the

GOE. Private activities are emphasized to the greatest degree

possible in production activities. However, AID's policy leverage

is limiced by the shared knowledge that aid ltvels ara largely

s

inflexible. Where strong cultural values and GOE policy prescribe
——T T

Government contrel of an accivity, AID must accept the GOE decision

V3]
"

or forfeit the opporcunity to contribute in this arsa, at least over
et I omEs e e v - - TS S m——

the short range. Rural credit institutions are an example of an

araa where a greatar role for the private sector is unlikely to
emerge in the near future, Dialogue among the GCE, AID and other
donors is a2 continuing process, and AID's influence is continually
brought to bear to encourage the DE to move further ia the direction
of raliance on private sector develcpment.

-

L.
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ticiag 2oliciss

Prices in the food and agriculzural sectors of the Egypcian

gconomy arz seriously distortad away fzom free markac prices Sy 2

v A
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complex system of controls, Government purchases, subsidies and
Black markats, to the extent that it is aot pos;ible to detzarmine
what free market prices will be. Wnile the zvowed goals of prica
controls ars a fair return to the farmer and affordable food sup-
plias for che urban poor, ia practice the systam discorts farmer
decision-making and subsidizes the middle and upper classes, as
well as the poor. Although this aspect is rarely discussed by
the Government, the system also taxes agriculture in favor of the
urban sectors and particularly the national treasury.

Subsidization or price controls affect =he price of all
major inputs, with tha exception of labor. Fertilizer, pest
control, tractor services, and fodder receive direct subsidies,
while Govermment credit ;ﬁd land rents are subject to price
controls. Irrigation water is provided to the farm free of direct
charge. In addition to these basic subsidias, the agriculcural
sector also derives some benefi: from regular Government services
provided through the Ministries of Irrigation and Agriculcurz and
other sector investments.

Controlled prices for outputs affect only selectad major
crops, of which cotton and certain major food crops (rice, wheat,
broad beans, and onion) are the most important. Controlled prices

\-N\____,_ .
affect only the predetermined portion of the crop tha: is sold to

- - ——— e T e _ L ~ e -

the Government (lOOh for coc:on, 1ess for che other crops). Outpuc

———— et P e
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is further taxed by apoly.nv the qigher-valued exchange ratzs to

L —

agricultural transactioms.

- -~ -

-

While estimacas of the net effect of Government iacar-

ventisn in the agriculzural price svscem differ substantially,
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thera is gzeneral agresmenc that on dalance thers is a aat traasier
out of agriculture. The World 3ank estimates he value of this
flow at LE 32 million in 1978 (2% of gross production value),
axclusive of che LI 135 milliom land tax. Iancluding the land tax
and axcluding the value of Cantral Government invesiment and
operations, the transfer out amountad to roughly LE 130 aillion
(10% of gross sector product). Other astimates places the implicic
net tax Surden as high 2s 30% in 1975.

The effect of the prevailing system of discoartad prices is
to skew Soth the cropping pactterm and the mix of resources appliad
to produce it. 3Secween 1930 and the present, the ar=a planced to
cocton and wheat has been ;educed by nearly 700,000 feddans in
favor of crops that are more profitable to the farmer, including
vege£§bles, fruics and, in particular, long-season clover.

The impac: om input use"is more difficul; to determine. The
rapid pace of mechanization in the face of an o¥erall labor surplus
suggests, however, chat che subsidization of capizal chrough cTedic

[
.

znd exchange rate policiss has distorted the farmer's choice of 2

[

czpital/labor =mix. The zerc price Zor water deliverad =o the famm
gace is also veflected im a nationwide pactara of over-irrigation,
leading increasingly to drainage and salinizacion problezs.

To date, AID's policy has been one of copposiczion to agri-

culzural price controls and sudsidies as a policy tool. The imple-

Yoning" with GOE countezpar:s. 3y and large, cthis is ineffeccive

since GCOE agrisulzuzsl leadersaip aloead

of moving away from prize csacrels., Their aczions ars csastTtained !
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scrong pressuras from within the Government and from the public

(witness the January 1977 riots) as well as by the facc chat out-
puc purchases and much of the ianput supply market are handlad by
the Ministry of Supply, rather than the Ministry of Agriculture.

One possible role for AID in assisting the GOE co aake

—— o s

P ]

the transition to a freer prlce structure COBSISC; af iacreasing
-/________-_-_,...——‘ T TN T P A T

visibls pressure on :he GOE to provide a "scapegoat' for unpopular

- e o

B et

policy changes. The obvious price of such a policy is its negative

- — et e — e s
T ———— ——

izmpact on the US ﬁmage in Egypt.

A second possible role is to assist the GOE in znalyzing
the economy-wide ramifications of a ctransition to freer prices
and to assiscthe GOE in alleviating possiblz negative impacts of
such changes on certain éroups as well as the 2conomy in general.

This would seem to be a feasible role although the costs
might ulcimacely prove to be unacceptably high. MNevertheless, the
US should clearly embark on the first phase of analysis to provide
the information on which to make a judgment rééarding the second
or funding phase.

A related issue is whather it i{s appropriace for AID tco use
its admittedly limited 'bargaining chips" in this area or whether
they should be used to prass for other policy changes, such as an
increasad emphasis on old lands racher than new lands. This
decision rests on the relative importance of price changes vis-a-vis
other pelicy change and che ability of AID to influence change in
each area. There is litcle argument against the view that the dis-
torted price systam has restricted agricultural growth by fostering
a misallocation of resources. Without price controls, farmers'

profit would be higher, bDecause of higher ouzpuc, lower cost, or both.
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The potencial gain has not been estimated reliably to date, but
several studies now underway will provide better informzcion on
this point. AID's ability to bring about change in this solicy
area is not clear, however. Theres is no assurance, furtchermore,
that removing price controls in onme crop or iaput would nova the

whole systam closer to the free-price situation than it is aow.

Cousequencl £ appears desirable that ATD not conceatracs
S eaiisiny

exclusively on price changes ot make any assistance condicional

_ SO
on changes in the area, Qa:her pressure Lor price reforam should

..-—«—. L

be part of the overall package of policy cnange, par:icula
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until better information is available.
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r. Production Mix

At the farm level, the current rotation is the resultant
of several conflicting forces. The farmer attempts to provide
food for his animals, ensure at least a portiom of his family's
food requirements, comply with govermamental reqdiremencs and,

.
witd any remaining land, genarate cash income. With a typical
farm size of two-three feddans, maximization of such a complex
objective function is no easy task. The farmer must selact an
optimal cropping pactarn in the face of limited availabilities of
important inputs, including labor, and tight agronomic rascrictions.
Certain crops, such as shorc-season berseem, occupy a nlace in the
roca;ion for wnich no attractive altermative has been identifiad.
Morsover, farmers have not fully adjusted to the new opporcunicies
creatad by the High Dam.

at the aational level, the GOE's objectives generall
-

parallel those of the iadividual farmer: provide foed security,
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meet foreign axchange needs, and generatzs a surplus for investzent
in agricul:ure and other sectors. Wich the severas limitations on
land, all of chese objesccives cannot be mez. 1In particular, food
seli-sufficiency in grains appears to be an unreasonable goal.
Further intensification, increasing the acraage in aigh-value

crops, offers a more productive alcernative for best utilizing
Egypt's near-ideal year-around growing conditions. The basic choice
2ay be stated as oue between import substitution (increased grain
production) and axport-led growth (increased fruit ﬁnd Qegecable
production and greater focus on axport markets). The choice in each
agriculrtural sub-~sector may be summarized as follows:

Grains: Egypt's comparative advantage clearly doés not lie
in grains, which presently occupy some 457 of the land but require
ralacively low inpucs per unit area and yield a correspondingly low
total value. However, considerable scope remains for producing
more zrzin on the same or even a reduced area, éhrough increasing

; .
yields. Maize yields, in particular, may be raised bv as much as
30% over currenﬁ levels. Wheat and other grains, which at present
place the heaviest burden on foreign exchange, have a lower but
still sigaificant capacity for further gains. Yield incrazses in
the farmer's staple food crops are, in fact, likely to be a pre-
requisite for increasing the output of non-grain crops, unless
another neans can be found of ensuring the farmer's own "food
securicy”.

Fruits and Vegetables: =Zgypt's capacity o produca frui

TClLs,

now grown on atcut 10X of the cropped area,is virsualiy unlimi

-—td
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(2%

2

der capacicy to markat these products, thus assuring the farmer's
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income is at present, however, severely limitad, Zgypt gsnerally
deats its own negeds for fruits and vegetzbles, dut it has slipped
from self-sufficiency in the production of beans and lantils, a
staple of the natiomal diet, with imports climbing from $1.4
million in 1971 to $129.6 milliom in 1976. 1Increased income and
population may be expected to lead to rapidly rising demand in
this araza over the next decade. Both to meet theses nessds and to
earn foreign exchange, the production of fruits and vegetables
needs to be emcouraged. Room remains for varietal improvement and
other agronomic changes, but the greatest gains will probably come
from bectar marketing éystems capable of supporting an increased
acreage. .

Cotton and Sugar Cane: The principal factor restricting

cotton production 1s the low price to the farmer. A higher output

could dafinitely be cbtained simply by raising the price closer to

the true market value. Aside from the po:an:ie.l‘. drain on cthe GCE
Treasury, increased cotton production posés some danger of a drop in
price since Egypt is the principal producer of high-quality, long-
staple cotton. At present, cotton appears to be a profitable crop

for Zgypc, despite its long growing season, but a substancial expansion
of output beyond the present 13%-15% of the total area seems unwarranted.
Sugar cane, which is grown in areas where alternative crops are not
availastle, also seems to be an appropriate choice.

Livestock and Fodder: Fodder crops, primarily berseem clover,

occupy at lesast a quarter of Egypt's land. Fodder supports che farmer's
work animals, but it is also a valuable cash crop, 2ither scld dirsctly
for animals kept ia or near ches cities or used o produce meat and

-ailk cn che farz. Land presently used for fodder could hecome mors
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productive if the fodder raguirsment were reduced :Qrough aechaniza-
tion or if che fodder itseli wers mada more productive by Zavotiag
it to meat and milk production rather than feed for draft animals.
Inports of meat products have increased tenfold in five vears,
leading to a high GOE priority on increasing meat production. Given
the land-incensity of meat production, however, it does not appear
to be an appropriata use of HZgynt's scarce land resources.

The central issue in selscting a production mix is whether
Egypt should aim for food "self-sufficiency" or a self-supporcting
agriculture. The GOE's presénc goal of selfi-sufficiency in all crops
except wheat can more easily be justified on political or national
security grounds than on eco;omic ones. A strategy of 'self-support”,
i.e., a policy of increasing agricultural exports to cover the cost of
agricultural imports, would be more conducive to maximizing growth and
incomes in the rural sector. AID, in its discussiqns with che Govern-
zent, will coatinue to encourage adoption of this’more reasonable

approach to selacting a crop rotation pattarm.

G. Mechanizatcion and Emplovment

Mechanization is viawed by top Egyptian officials as a prizary
means of modarnizing agriculture and increasing production. Experience
elsewhere raises serious fears that it may instead increase rural un-
emxployment and push more peasants into urban arszas that ares not ready to
absorb them. The two issues of mechanization and employment ara thus
claarly linked.

Emplovmant: Despite comsiderable study of Egypcian agriculcure,
including several studies supported by AID, the critical guestion of che

level of rural unemplovment and under-employment remains an issue. The

il
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bara figures—~four million agriculcural families onm six millicn
feddans--suggest a2 high degree of unemployment. 'Many sources,
nowever, including the farmers themselves, cige 2 severzs labor
shortage. Officials in Upper Egypt cits the labor shortage as a
prime cause of falling sugar cane vields. Evidence is strong chat
wage tates are climbing rdpidly, at least during peak neriods,
doubling or even tripling over the last cwo-yéar peried. Prior
to 1974, the agricultural wage bill was fairly stable and the
real wage bill ragiscerad a decline in the 197C1975 period.
Various efforts to determine a labor balance have pro-
duced differing results, due in part to unclear definitions of
the work-day and the role of women. All of the astimatas, how-
ever, support the view that unemployment is considerably above. the
official figure of 1% im 1972. Labor availabilicy (adulc male
only) is roughly 1,200 million man-days annually, compared to a
total annual requirement of 720 million man-equivalzsnt days
according to one racent astimate, implying a 40% under-employment
rata., Estimates based on the wage bill and the daily wage suggest
a 60% underexployment rate among wage laborers. Over the year, un-
emplovment varies, dut an IL0 estimate suggests a 28% unemplovment
rate at the peak saason for adult males, with rate as high as 37%
during off-peak periods.éj Tae same author finds the shortage of
femala arnd child labor to be far more coanstraining than the supoly
of adulc male labor, although other studies do tot necessarily

>

suppor: this ccnclusion.

1/ Manpower and Emplcvment ia Arab Countries: Scme Cricical Issues,

Incernational Laber OZficae, Genava, 1976.
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all of the studies have aethodological problems, incliudiag
the failure to address illness and off-farm empléymen:. Scwaver,
the avidanca clearly suppor=zs the thesis that Zgypt is a labor-
surplus country with a large and growing unemployment problam.

faced with this realicy, what solutions can we identify?
As argued abowe, land raform, rural industrialization and new lands
expassion will not solve tha problam, though each can make a con-
tribucion. Intensification of the cropping cycle cannot bring full
employment either. If every faddan in the old lands were criple~
cropped with vegetables, 107 of the mals }abo; force would ramain
unemployed. - This lavel of intensity, furthermore, is clearly un-
tealistic. A more attzinable zoal of transferring pérhapé one-hals
of the grain acreage to v;gecables would create a demand for an
additional 272 million man-days of labor, the equivalent of 900,000
jobs. 1In addition, provided markets could be found and developed,
intensificacion would spread labor demand more §ven1y over the year.
Thus, expansion of fruit and vegetablas production dessrves strong
consideration in zny strategy for agricultural develcopment, together
with mezsurss to achieve increased grain yialds which are a
preraquisite 2o large~scale intensification.

Mechanization: The emplovment issue i{s iatimataly linked

with che choice of techmology for agriculcturs and, particularly, with
mechanization. The abuve estimate of labor demand and unemployment
are pradizated on the currenc level of =echanization. If, a2s che rural
labor force continues to grow, 3joos are eliminated through mechaniza-
tion, the political and social stability of the rural sector will be

seriously thresacened. The issue may Ye restatad as two issues: (i)

What is the price of zmachanization in tarms of jobs eliminacad?; and

193
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(ii) Is mechanization worth the price, f.e., will it permit production
increases or reductions in cotzal cost that justify it despita the ex-
pected job less, if any?

The answers to these questions depend on the type of mechaniza-
tion envisaged and, equally importantly, the way it is carried out.

On one extireme, world experience indicates that tractors displace labor
without necassarily producing increasad output. Whether this would be
the outcome in Egypt is still under study. At the other extreame, small,
hand-operatad equipment cam have 3 gignificant impact on vields in an
intensive agriculctural system, while displacing relatively litctle labor.
Specific types of mechanization suited to Egypt's unusual conditions,
such as mechanization of on-farm watar lifting, may reduce costs wnile
displacing primarily the labor of farm-family children. The impact of
this type of change in labor demand is clearly different from that of

a reduction in demand ‘for temporary adult workers.

The policy implications of these issues for AID cannot be
divorced from the dynamics of change occurring at present in the agri-
culcural sactor. In particular, the rapid pace with which mechanization,
and specifically tractorizacion, is already proceeding suggssts that some
of chesa quescions are, in effect, moot. The issue is not whather to
mechanize, but how to mechanize, how to rastructure the existiag imnsgi-
tutions to maximize the aconomic benefits, while holding employment

losses and concentration of iacome to acceptable levels,

H. 0ld Versus New Lands

Analyses of the relative teturm to prospective investments in
tha old and new lands consisteatly conclude that the old lands provide
a nighar potential raturn than further new lands developmenz at this

tima. This conclusion, which is generally based cn professional
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judgment racher than hard cost comparisons, rests on the potencial
for furcther increases ia yislds as well as crop velue per faddan
(not necessarily the same, given shifts in cropping patteras) in
old lands agriculzure.

The critical criterion for salecting an investment stratagy
is that of maximizing total raturns which usually requires maximi-
zing the productivicy of the scarcest resources. In Egyptian
agriculture this generally means applying relatively plenciful labor
and water to limited land and capital. Since yields of major crops
are already quize high by world standards, it can be argued that
real sector growth gains will only come from either a shift in the
cropping pattern to higher-value crops, or from investments in the
development of "new" lands. While there is some validity in chis
argument, it should also be recognized that even relatively small
percentage increazses in per-unit production from existing lands can
be significant. For example, a 5% increase in average maize yislds
would enable farmers to producs the same quantity as at present
whild releasing almost 50,000 feddans for bcher‘purposas.

Sincé yialds have noc yet rzached the genetic maximum for
most crops, further increases in yiald can be realized. Thers is
also considerable potential for increasing the markatable surplus
by reducing post-harvest and storage losses and other related
measures., Furthermore, over time it is excremely logical for Egypc
to move toward crops of greatar value that maximize use of abundant
resousces--fruits and vegetables are the obvious crops to utilize
more laber, the year-around growing sa2asons, and abundant water.
Veverzheless, such shifis on the production side require a multitude
of concommitant changes in the inpur-supply and marketing syscems as

well., Conmsequently, drzmatic and rapid changes in cropping pactarns



are probably impossible and certainly ill-advisad. Rather, a

gradual movament digzatsd by markat forcas and ths

A

avelopment of

[FR

nacassary infrascructure seems appropriaca.

Ca the question of zew lands, the basi:z quastion is ome of
regurn on iavestment. AL the zoment the evidence is that vertical
expansicn Srom existing lands provides a greater raturn chan hori-
zontzl axpansion of naw lands. Given currenc reclamacion casts and

Topping intensicies, for exampla, it would cost LE 50-100 =illion to
raclain the land saved by the 5% maize yield increasea suggestad above.

.

Neverchelass, at some point iz the fucture these relative racas of re-
tura will change as productivilty approaches biolegical lizmits om old
lands or as velative land development costs decline. Therefore, in
ancticipation. of such possible snifts and in recognition of the need
to increasa absoluts production, cerzain new lands development eifforts
are warrantad as models for awpansion and sources of information om
problems and faasible methods for new lands development.
k

To datz, AID has empnasized efforts to.increase old lands
productivity despitz the potancial for long-ranga gains and pelicical
visibilisy from sew lands iavestments. Thus, there has been an ia-
eseasing zul? bSerween the emphasis of the AID-supportad program zad ih
GOE's statad priorizias. whila AID's old lands program zay well provide
a dasizzbls countar-balanca to cver-empnasis 3y cthe GOE cn new lands,
GOE incarast iz AID iavolvement ia land reclamatisn remains strong.
In zesponse to the GOE's prioricies and with 2 long-runm view, it seaxs

aopropriace for AID co undartake new lands activities chat are cava-
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I. Investment Lavels

3v any <riterion, agriculture receives a disproporcionataly
low share of public iavestment. Only 7% of GCE investment in 1975
was directed to agriculture, which produces 25% of GDP and provides
nearly one-half che employmenc. The Five-Year Plan would increase
this amount only slightly, co 8.6%.

Wichin agriculture, the pattern is also one of a dispropor-
tionate lack of emphasis on the sub-sectors rasponsible for most of
the production, i.2., the o;d lands field and vegetable crops. New
lands and livestock project will absorb most of the investment in
irrigation and drainage.

The absolute le;el of investment in agriculture, which
reached LE 42 million and 99 million in 1975 and 1976, respectively,
will increase to an annual average of LE 176 million over the Five-
Year Plan period. This level of public investment represents only
6% of total sector product, compared to a ZOZ‘invas:ment rate in che
aconomy as.a whole. TFurthermore, orivate investment in agriculcure,
according to official figures, has been minimal. Information om
iavestmeat in rural development aside from agriculture is unavailable.

Plannad AID activities would substancially increase the level
of investment in agriculcure. AID invescment proposad for FY 1980 in
agriculture itself (aot including rural development, infrastructure
such as grain storage, or agriculture-related industry such as PYC
pipe manufacture) totals $110 million (LE 77 million). This raises
the question of absorptive capacity, that is, whether the fgyptian
economy and the Zgyptian Covernmeﬁ: wwill be able zo ucilize this

lavel of assistance eifectively.
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There is little doubt that the rural economy as a whola
can absorb dore iavestment rssources productively. Rurzl infra-
structure and rural industzy boch are in need of large investzents
beyond those foreseen by the Plan.

The absorptive capacity of the implementing agencies,
particularly the GOE bureaucracies, however, 1is somewhat more
open to quastion. Egypt does rot suffer from a lack of trained
manpower (if anything, it would seem at times chat chere is a
surplus of individuals with formal training). However, the
organization of this manpower into efficient organizatioms and
the astablishment of imcentive systems to promota change and
innovation have lagged benind the growth of needs to be sexrved.
For chis reason, many o0f'AID's programs need to be oriented
toward building up the insticutions active in the rural areas
in order to transform them into a more effective comnduit for

’

reaching the rural poor. If chis can be accomplished, absorp-
l

tion of the proposed investments will not pose a problem,

IV, STRATEGY OPTIONS

A, Introduction

In cartain respectcs foraulating an assistance scracegy
for the Egyptian agriculczural sector seems ralatively straight-
forward. The limited land resources, the small average size
of land holdings, a growing populatiom, a rapidly increasing
food deficit, and the continued economic importance of the
agricultural sactor as an employer, export earner and supplier
of raw materials as well as food strongly gzoint to a scrategy
emphasizing growth. Also, without a higher agriculzural zrowth
rate than teceatly achisved, overall development targets are ot

likely to be met.
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However, there are serious questions whether curreat GOE
nolicies such as commodity pricing to generate Gévernmenc revenuss
or maincain low urban food orices, mandatory public sactor employ-
ment of éollege graduates, subsidies on major food items and low
levels of investment in the sector will allow a very high level of
agricﬁlcural growch. Thers is also uncertainty regarding the capa-
bility of the existing institutional structure to meet the needs of
a2 dynamic sector. Further, the existance of large numbers of land-
less laborers, sizable-differences in incomes and levels of living
among groups in the sector and variations in the incidence of costs
and benefits among activities, also indicate that equity considera-
tions cannot be disregarded.

Finally, the acti;icies of other donors, the capability of
the sector, or sub-sectors within the sector, to absorb resources
affectively and GOE priorities and plans must be considered. Thus,
in spita of apparent simplicity, any rational assistance stracagy
for the Egyptian rural sector will need to ansyer a range of
questions and include elements dealing with a variety of constraints.

In lighc of the factors and situation mentioned above, we arz
oroposing o follow an employment-orientad growth stracegy. In basic
terms this strategy, detailed in the following sectiom of tals paper,
sesks to accelarats agricultural sector growth via, and as a2 means
of, optimal labor utilization. The action elements will address policy
questions, institutional weaknesses and technology requirements within
a framework of equity considerations and sfficient rasource usa. Tae

startiag point will be the currenc core of projects from which a

second generation of activities will be developed.
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In arriving at this complex strategy a number of rela-
tively simpler options werz considerad and rejeéced a2s inadesquata.
Nevertheless, we believe a brief discussion of the most reasonable
of these stratagies is useful, including perceived positive and
negative features, in order to clarify the choice finally nade.

B. Production Focus

The first, more narrow, option cousidered was a produc-
tion strategy. As indicated above, Egypt has opporsunities and
needs to increases agriculcural output. The US has proven
expertise in achieving nigh production levels. AID could tap
this expertise and directly assist in increasiag production,
either geographically through integrated arsa development programs
that would include soci;l services, small-scale induscries, etc.,
or on a crop basis through comprehensive programs esncompassing
research, extension, creditc, input supply, marketing, etc. The
major advantages for AID for such a strategy would be the quanci-
fication of affects in production terms, the bffsecting of claims
that AID is having little visible effect in the agricultural sector,
the opportunity to concentrats resourcas ia order to have a signifi-
cant impact and a probaﬁilicy that "new directions” could be clesely
followed through a focus on well-identified target populatioms.
Projects on a geographic basis could also strangthen GOE
decentralization efforts.

But while the option has advantages it is based on certain
assumptions and contains several possible disadvantages. The
stratagy assumes that comstraintcs are solvable on a crop or area

basis. or many problems this may be trues but larger problems,

e.g., natiocnal pricing and administrative policias, are also
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important and can only be treatad at a larger level. It also
assumes the existence of sufficient and accura:; data on which
to formulate detailad plzns. Experisnce indicatas this is not
the casa and that a rather lengthy data collaction phase would
probably be necessary. There are the implicit assumptions that
required national infrastructure is in place and working or that
it is not needed. Again, chere is evidence to the concrary
implying a need for addicional types of assistance. Finally,
the alta2raative assumes a distribucion of benefits that may got
occur wicth an smphasis only on production.

There are also problems of cost, if implemencing the
stratagy means existing projects would need to be abandoned or
substantially modified, ;nd of the time raquired to plan complex
production efforts. Finally, such an option might require an
immediately unattainable degree of GOE rescructuring since many
functions that would be iavolved are currently not administered

.

on a geographic or a commodity basis.

*

C. Infrascructure and Iascitutional Option

At almost the ocher excreme from a diract production
focus would be a paysical and institutionmal infrastructure
strategy. The rationale for such an opcion would be that a
basic infrastructurs aust be in place to allow agricultural
growth to occur. If the support structure does not provide the
farmer with necessary information, off-farm iaputs, marksting
channels and ocher sarvices, production gains cannot de expected.
In Zgypt, despite larze aumbers of organizacions and persomnnel
ané considerable physical infrastructure, it is clear that the

rural populacion is ofcen oot well suppliad with needed services.
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The insticutional and physical infrastructurs has serious
paysical, organization and operational gaps.

Activities co ameliorace these problems are a prere-
quisite to sustained develoémenc and hold the promise of
significant long-run returns. Until these éroblems are solved,
or at least reduced in magnitude, the more producticn~-orientcad
or other development efforts may be difficult to successfully
implement.

A significantc problem for a purely infrastructure
approach is that of demonscraciné the effect of improvements on
the rural poor or small farmers. The beneficiary populaction will
largely be members of the infrastructure systam with only secondary
benefics for the rural populations. There is also am assumption
that the physical presence of inscitutions and infrastruccture is a
necessary and adequate condition for development and production
growth. Obviously, this is not always the casé since existing
infrascructure is not working in all ins.canc.e.s. Finally, the
insti:u:ioﬁal problems may be of such a magnitude and persistance
that meaningful changes over a wide front in che available time
frame are not possible.

\ Advantages of an infrastructure option are its tangibilicy,
AID experieace with institucional development and GOE inceresc.
Also, rather large sums could probably be expended with lictle
difficulcy.

D. Beneficiary Focus

A third alternacive strategy for zgricultural development

would be a beneficiary focus or sctarting from the target population
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. and working up to projects rather than vice versa. Obviously, all
AID projects are concarned wich who the beneficlaries ara, but there
remains a ceadency to emphasize activities racher than the Incidence
of benefits. Thus, projects may exacerbate inequicies to a greatar
extent than necessary, or fail to reach expected beneficiaries,
recognizing that in most projects it is difficult to ensure that
all benefits accrue to the particular target group.

The necessary first step in this optiom would be to pre-
cisely identify the target populacion. Given AID concerns and
directives, this would be landless laborers, smaller farmers and
the rural poor. However, identifyving and isolacing thesa groups
to the extent that they can be workad with could not be easily
accomplished. For the iandless laborers it is doubctful if any
agricultural development programs can railse their level of living,
as a group, to that enjoyed by landed farmers.

- Obvious advantages of this alcternative are the adherence
to “"mew direction’ mandate , the promotion of 'social equity and
.

the direct . impact ou people. Problems could arise in plaaning

and implementing development programs of any sizable magnictude,

in focusing GOE efforts in this direction and in heving a

measurable impact within the given time frame. A geographic focus

would almost certainly be required from an adminiscracive and

monicoring perspective.

V. PROPOSED ASSISTANCE STRATEGY FOR THE EGYPTIAN AGRICULTURAL
SECTOR

A. Scrategy Descripcioa and Ratjionale

Based on our analysis of the issues, of what is desirable

and faasible in the agricultural sector, and the judgment chac &
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E broad approach 1s necessary, we propose to follow an employment-
oriented growth stracegy. More precisely, we will pursue a strategy
that supports the optimum wtilizacion of labor in the acceleracion
of growth of the value of agricultural sector production. Under-
lying the strategy are the two basic tanets of more efficieacly
using available rasources, particularly labor, for agriculcural and
off-farm rural growth and of seeking to improve the equicty position
of currently disadvancaged rural groups.

The strategy does not aim at making Egypt seli-sufficient
in food production nor does it necessarily seek to reduce the food
deficit. The emphasis is on eificient -use of resources which,
given Egypt's geographic location and resource endowment, probably
means a gradual shift cé higher-value crops produced with additional
quancities of labor. Over time, if relative prices so indicace,
Egypt may import a growing quantity of foodstuffs but wich the
expectation that this would be offset by largersales abroad of
traditional or aew axport crops. UYevertheless, given the vagarilas
of inrermational food markets and an Egyptian’ desire to grow a
certain minimal quantity of basic foodstuiffs, incrzasing the pro-
ductivicy of land unics under food crops ia order for the same or
higher production levels to be achieved from fewer feddans with
land released for other purposes will be a stracegy componenc. &
key element in =making the gradual ctramsition to higher-value crops
will be the availability of necessary infrastructuyre.

The racionale for this stracegy follows from the almost
classicial development situacion encoun:ered-in Egype. The
limired laad ané czpiral rescurces, low sector growth rates, the

pool of unemploved or undersmployed labor and the imprebadbilicy
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that the urban sector will be able to provide employment opporcuni-
ties for both rural and urban sector increases in the labor force
indicate a need for growth in the rural sector if rural sactor re-
sidents are to attain higher living standards. Agriculcure, as the
major employer, producer of raw materials and consumer of off-farm
inputs, must be a driving force behind rural secctor as well as
nacional growth. However, since Egyptian agriculture, aven under
the most optimistic assumptioms regarding labor use, cannot pro-
ductively absord available labor except at certain periods, there
is also a need to stimulate off-farm rural employment, probably
starting with agriculcural product markecing and processing and
manufacture of off-farm inpucs for usa in agricultural production
activicies. :

Fortunataly, what appears reasonable and feasible for the
agricultural sector in terms of resource-use efficiency, appropriate
production mix and target growth levels, also seems desirable from
the social equity prospective. As indicated in che issues sectiom,

i .
there is not necessarily a trade off between growth and equity. In
Egypt, agricultural growth can come from the small land-holdings
owned by small farmers, and necessarily must, since nearly all farms
are small. Wichout g}owth, we beliave there is litecle likalihood
of an increase in employment or equity in agriculture due to the
small holdings and low existing income levels. With growth, we
believe opportunitcies will exist.

A final consideration from an equity pecspective is the
potential of the proposed strategy to positively affect significaat

numbers of people. Production increases in food crops per se amay

have only limited impact on rural and urban consumers becaus2 of

cor— - p— -t — e s er. — -————
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the extensive food subsidy programs already in operation,

utilizing domestic and imported food supplies. People are not
severely mal- or undernourished. Producers, however, who are
able to grow additiomal czops on land released from food produc-
tion or to market additional quanticies of food will benefic.
Since virtually all farm operators in Egypt are aliready beyond
subsistence production, this means a notantial direct effact on
upwards of ten @illion farm-family members. For landless laborers
the major direct impact will be through higner incomes from addi-
tional employment opportunicies. A reasonable target is 13% of
the landless laborers, im the coming five-year period, benefitting
from additional employment and obtaining higher incomes. of
course, in additiom to the above direct effects there should be
aumerous multiplier and secondary effects as addicional money from
increased production flows through the rural areas.

Three potential and inrerrelated barriers to the feasi-
bility of additiomal 1abor use are the avai;ggilicy of laobor to
perform certain operations during the optimal time period, the
price of labor and the CGOE's willingness Co allow prices to reflect
real scarcity and returm situacions. On the first issue, there is
limited evidance that ac peak seasonal demand periods a labor
shortage exists (at least ac the price offered). But for most
of the year, labor supplies appear Co exceed demand. The obvious
solution is to apply iabor-extending techniques at peak periods
while trying to even out and increase overall labort utilizacion.
Very selective application of additional energy and shifts to mote
labor-intensive &rops OTr Crops having different seasonal labor

requiremencs are indicated. Alcering production practices and



raising the production of more traditional crops might also have a
posicive effect on employment, e.g., additional® weeding mighc be a
factor or additional labor mighc.be required for harvest or post-
‘harvesc handliag of a larger €rop.

Closely related to labor supplias and the increased ucili-
zation of labor is the cost relative to productivicy. While che
marginal productivity of labor appears to be positive, it is less
clear as to the extent that marginal output exceeds marginal costs.
Some data seem to show that the rising wage ratas have seriously
reduced labor use. This would indicate a need to increase labor
productivity if labor wage rates are to be réised and if labor is
to be a cosc-effeccive production input. It is also unlikely that
technological improvements alone can provide the growth judged de-
sirable in the sector (rougnly 4% annually). Productivity must be
raised. Under free factor market conditions it could be expected
that part of anf additional productivity would be returned to labor
in the form of higher wages. In sum, chere are production, employ-
ment and equity reasons to seek greater labor®productivicy.

On the third potential barrier, that of Government price con-
trols, subsidies and allocations of certain inputs to certain crops
distort relacive returns and may encourage the substitucion of
certain inpucs for labor. While there are obviously broad considera-
tions in the removal of comcrols, and there is no guarantse that com-
plete removal would provide optimum socizl-welfare benefiis, a selective,

- 1f not complete, removal of these concrols, which as indiczated earlier,
exérac: a surplus from agriculcure, should be considered. Wichouc modi-
ficacions or removal, it is clear that encouraging the use of addictional

labor faces additional constraint.
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B. Tactics

But what does the strategy mean for US ;ssiscance? What
is required to generate growth in production, in labor producti-
vity, in output per unic of scarce resources and in employmenc?
On a general lavel we believe implementing the stracegy requires
simultanegus efforts on agricultural technology, agricultural
policy and institutional development. The advances or level of
effort in each area do not need to be exactly parallel but to
achieve significant effects a certain degrze of syunchromnization
is necessary, i.e., technology requires a suitable policy frame-
work for ;dopcion just as sound policies need tachnology to

produce results,

.

We believe the strategy also indicates :h;: AID cannot
and should not attempt co address all technmology, policy and
institutional problems and all constraints at all levels. The
taccic must be to focus on selected problem areas and on relisving
important agricultural constraints in those a;éas. The tactic must
also acknowledge that not all comstraints to growth are immediately
amenabla to solution, many are too large to address without better
information or can only be addrassed sequentially, etc. Thereforse,
a selective, phased approach over time wich shifts in relative
emphasis is indicated. More specifically, certain pre-conditioms
wust exist before much growth or employment can be expected.
Necessary iafrastructure must be in place and operating, information
and technology must be available, the policy enviromment must be
favorable. Consequently, our short-term tactics will largely

concenctrate on escablishing the basa for follow-on activities which
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will be more narrowly and precisely directed at gemerating growth
and emplovment. That is anot to say that cu:ren; activities will
not directly impact on growth and employment, but the degree will
be less than can be expected in subsequenc activities to de
started four-five years from now. Buc even at that point, atten-
tion will scill need to be given to policy, technology and infra-
structure to ensure that the environment continues to be suitable
for the growth/employment stratagy.

In terms of the functional areas described in the AID

agriculcural Policy Paper of June 1978, our tactics presently

concentrate on planning and policy analysis and development and

1/

diffusion of new technology.=' However, each of the other areas

is also addressed ei:haf by smaller elements in current projects

or will be in proposed projects. As we move to new activicties

we expect to put increasing emphasis on asset distributiom and

access and on the broad araa of marketing, storage, rural indusctry

and credit as the GOE develops capacity to hﬁpéle the other areas.
Turning to agricultural policy, the first of the necessary

bases in our scrategy, we propose multiple efforts carried out in

a sequential manner. The firsc thrustc will be ongoing direct talks

and discussions with kay Government officials on critical policy

—

issues. The ?L+80 sel&-help _measures plus our overall asszs:ance
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program will serve as springboards for these d15cussxons. However,
cpmpppreie st -
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since we do not have firm answers oa precisely what the changes in

1/ The five functional areas are: (1) Asset Distribucion and
Access, (2) Planning and Policy Analysis, (3) Davelopment azd
Diffusion of New Technology, (4) Rural Iafrastructure, and (3)
Marketing and Storage, Iaput Supply, Rural Induscry and Cradit.
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policy should be in many areas nor are we in a position to iasisc
on changes, we will first seek co have certain policies reviewed
by the GOE, and necessary studies conducted to zllow adequate
assessments and formulations of policies more supportive of pro-
duction growth and employment. We will be prepared to provide

funding for the studies. The first policy area we propose for

examination is input an@ output pricing followed by that of GOE

investment levels in the sacter. Subsequen:ly, over che next two

e -

years, we will seek to tocus attencion on credit policy, mechanl-
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zation polzcy, llVEStOCk productlon policy and export crop pelicy.
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Bayond these areas, we are reluctant at this time to idencify addi-
tional specific policy areas for discussion since world markats and
conditions will be very important factors, but we will seek a con-
tinuing dialogue on major policy problems at appropriace

Government levels.

The second thrust of our planned strategy to influence

policy is through the a351scance projects chac are undertakan.

L]

2" oo—

Nearly all ongoing or planned projects will generate information
of potential value in decision-making on policy is;ues. Some
projects will seak to develop information directly focused on
particular issues while other projects will provide informacion
less directly relevant to policy formulatioan. Nevertheless,
since ongoing and proposed projects cover a wide-range of
imporcan: arezs, the opportunity will exist for continuous
engagement in policy discussions with key individuals from
concerned ministries. While many of these policy questious may

be project-specific and narrowly-focused, we believe they will

. L 4
often provide an entree for large issuyes. d&s we starc to
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avaluate projects addicional opportunities to discuss and
influence policy will arise and will be utilizea.

It is apparent that influencing agriculcural policy
will not be easy, and that rapid dramazic results cannot be
axpected. In almost every instance, there are myriad factors
to be considered, extending well beyond :the agriculcural sector,
before a decision is reached.’ Our hope, however, is that move=-
ment toward policies providing greacer production incentives to
private farmers, and which relax Govermment interventioan ia the
sector, will be apparent within the next three years. We also
expect, in areas such as mechanization and livestock whera no
clearly articuiaced policy now exists, that more clear-cut
objectives will be set éorward within five years.

In the second basic area, that of developing or adapting
new agricultural technology, where we believe the problems are
somewnat simpler and more directly amenable to US influence, our
almost exclusive thrust will be via specific projects. We are
alfgady, or shortly will be, providing assistance in a large
number of importzat agricultural constraint areas. Adapcad
technology for izmediace use by farmers is an 2xpected outpuc of
several projacts. The project designs genesrally raflect expert
judgmenc that the assistance inputs can be expected tc produce
the tachnological advances. While the level of advances cannot
be precisely predicted for specific crops, we ars confident thac
the projects, once underway, will result in measurabie and sig-
nificant changes within a five-year period. As indicaced above,

ia land-short Zgypt, 2ven small changes in per-unit yislds czn
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release sizable acreages for other crops or uses. The focus of
our afforts is on technology development for CQ; major crops in-
cluding the astablishmenc of links with incernacional research
centers in order to maintain a flow of tachnology in the post-
project period. With the existing availabilicy of Egyptian
scientists and of reasonably successful research programs, inputs
in these areas can be expectad to provide significant returms.

After two to three years, once currently planned activi-
ties are underway, AID may also wish to comnsider research assis-
tance for certain ﬁon—major food crops, =.g., vegetablas or fruicts
for domestic consumpticn and export. 3ut for the moment, the
opportunities and returns seem likely to be highest from the
major crops.

The third area of concern, infrascructure, cousists of
both insticutional and physical elements and is and will be a
major compcnent of all efforts currencly underway or planned.
The main emphasis will be on inscitutional elements such as
operating procedures, trained staff, a sét of organizational
objectives, atc., but new or renovated physical struccures will
be needed in certain instances. rortunataly, Egypt has a core
of personnel and facilitias on which to build. The task is that
of revitalizing and adapting the sysctem to meet the needs of
small farmers. For each organizatiom, the exact problems and
the complexity differ, but, gemerally, improved eificiency and
betrer links within the bureaucracy and becween the bureaucracy

'

and farmers are needad. Specific problems are chose of poor
infcrracion flow to and Zrem the farmers, lcw salaries, an excess

of personnel and a lack cf planning. We cannot affect salaries
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and staff numbers except through policy discussions, but infor-
mation £low and planning can and will be addressed. The method
‘proposad is a vartical crop approach which includes attention to
both resaarch and extension and the escablishment of iastitutional
links between resaarch and extension., The lack of this particular
linkage has been identified in the past as a severe problem and a
constraint te information flows. As indicated, we propose to help
overcome cthat problem, inizially on a crop basis where we feel it
is more manageable, and perhaps in the long-term (four to five
years) on a mora aggfegate or horizontal level. We will also seek
to ensure close coordination between differenc crop projects, in
areas such as extension, to lay the groundwork for possible lacter
horizontal efforts dealing with more general research and extension
problems. By cthe end of the five-year period we believe chat
significant experience will have been gained and the necessary
rudimencs of an effective orzanizational structure will be in

place to permic refinement and axpansion via'gollow-on activicies.

Similarly, several activities w{ll deal with cthe inscitu-

tionalization of daca collection and daca-based planning capabilicy.
We will seek to increase overall MOA capabilities in these areas as
well as che ability of specific MOA and ocher Miniscry divisioms o
collec: and ucilize sub-sector data. Without this sorely lacking
capabilicy, improved information flow means little. Within chree

years we expect to see major improvements in this area, enabling
much better policy and proj2ct planning.

C. Ongoing or Proposed Projects

3efore examining the particular projects to be used as the

primary vehicles Zor implementing the stracagy, previous general
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comments on phasing need to be reiterated and expanded. The
current group of projects might be viswed as a basic core of
activities escablishing a2 minimum set of necessary condicions.
From this core we will move in the direction of specific growth
and production activities which emphasize amployment and equicy.

However, changes in project type will not be immediataly apparent.

Two yvears from now, the agricultural program will look largely as

—pm e o  — e .
——— o — =2

_EE.ESE§~quay’ except that the current plans should be reflscted
in identified projects under preliminary design which will more
directly affect employment through production efforcs and which
will build on the inicial years of experience in a number of
areas. Wichin two years we do expect that certain policy issues
will have been resolved, resulting in a more positive policy
environment. We also expect the Ministries of Agriculture, Land
Reclamation and Irrigation to increasingly evidence a capability
to plan for the future. The Ministry of Agriculture's Commictctee
for Foreign Assistance 1is alread} aware of the nesd to better

.
coordinate assistance and of the need to-provide a better overall
framework into which to fic assisctance. Five years from now, we
axpect to find ourselves able to serve more as a finaancing organi-
zation with the Tgyptians assuming more of the planning and
implemencation responsibility. But we will want to recain adequate
flexibilicy to ssize on targets of opportunicy that may arise
wichin our general scratagy, i.e., agro-indusctry projeccs, incro-
duction of a particular new crop, ete., and which still require
policy, tachnology or infrastructure assistance in a production

congtaxe.
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Comparing the strategy and cactics with ongoing USAID-
supparted activities reveals a good deal of conmsistency with no
need of major modification. The projects in Rice Rasearch and
Training and Major Careals seek to develop, for extension to
far;ers the variatcies and technology necessary for production
increases. Similarly, the Water Use and Management project,
through a research and development effort, addresses the question
vical to production of how to use irrigation water efficienctly
on the farm. Management systems developed by the project could
and should affect the production of almost all crops. Small
Farmer Production is focused on developiag a syscem whersby small
farmers can obtain che ;nputs they need to raise production of
all crops grown. Aquaculture Development and Poultry Improvement
have boch production and research components with an important
concern in amassing the data necessary to plan an expansioa of
small farmer production capabilicies for fish,.eggs and poul:iry.
Agricultural Development Systems proposes to use ressarch-
generated data on selacted topics as a basis for pilot programs
to develop Miniscry skills in policy-related research and as an
input into the decision and policy-making process. Possible
production and employment affects will be major critaria ia
decernining which resesarch to undertake. The Agricultural Mechani-
zation projact will focus on efficient resource use, research and
produccion while maintaining a concerm for minimizing any labor
displacement in attaining production gains. Small-Scale Agri-

cultural Activizias sesks to introduce and adapt appropriate

technology items that will positively influence oroduction,
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markacing or processing practices. Cooperativg Marketing aims
to devaelop a replicable model that will provide more lucrative
and axpanded markating opportunities for small cooperative pro-
ducers of fruits and vegetablas, chus stimulacing production.
Finally, Agricultural Management Development seeks to provide
GOE personnel with management training that will enable chem co
more affectively carry out cheir adminiscracive functions. All
the projects contain institutional development elements.

For che immediates future the stratagy is to concinue
axiscing projects which, the evidence indicacas, are correctly
targetad, promise significant direct returns, and will serve as
a base for follow-on activities. In additiom, and still with a
direct or a facilitacing productioa with employment focus, we
propose to develop a ¥ew lands project. This project will seek
to develop a new lands area while maximizing the aumber of viablé
settlement units, to raise an existing reclaimed area to a pro-
fitable level, to provide services to a‘chiri area and, in
achieving these objectives, to serve as a demonstration of what
is-possible with thza use of effective methods.

Further im the future several other areas will be con-
sidered for assistance with decisions based on other donor acti-
vicies, Government actions, resulcs of 2arlier projects and
potential significance. The first of these arsas is in the
livestock sub-sector. To date, we have been reluctant to become
involved because of uncertainty over Govermment policy, other
donor activities and uncertaincy over the role that livestock

production should play ia this land-short country. As a



- 82 =
labor-intensive undertaking livestock productio? may have
possible beneficial employment effects. However, unless forage
production has a role in the cropping cycle that cannot be ade-
quately filled by other crops, it may be more resource-efficient
to produce other food or export crops. As Government policy is
clarified, and we expect the mechanization study to add to the
clarification process, we will be in a better position to reach
a declsion about possible areas of livestock involvement,

A second area of probable assiscance is cilseeds. Egypt
is currently importing significant quantities of vegetabie oils.
Acreage under soybeans in particular 1is- increasing rapidly.
There may be a future nggd for assistance in research, production
or processing of soybeans or other oilseed crops. An cilseeds
team now in the field should provide much of the information con
which to base a decision.

It is also probable that in the future we will develop
one or more production activities based om :hé research results
and experience flowing from current projects, Whether this will
be on a geographic basis, utilizing an integrated approach, or on
a commodity basis across the country remains to be determined.
The critical difference from current projects will be the almost
exclusive focus on production and employment. These projects
will seek to keep costs per beneficiary low, not utilize unrep-
licable amounts of skilled manpower and may be directed at cnly
a particular segment of the population. As indicated, these

projects will build on the experience gained from existing projects.
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Finally, it may be that opportunities and requirements
will flow from the analyses to be provided from'the Agricultural
Development Systems project. These as yet canmot be specifically
identified, but we will wish to retain a fair degree of flexi-
bility to meet new requirements. In particular, we will be
interested in projects which hold the possibilicy of policy
"influence.

Not included in the above discussion are three other
concerns which may be elements of individual projects buc which

we feel also merit special councera and atteation. The first of

these is appropriate or adaptive technology. While a small
project is being developed specifically in this area, AID incenc
is to emphasize approptiz:e technology in all projects. Addi-
tional funding for the manufacture of appropriate tachnology
items may be an attractive possibility.

The second special concern is agribusiness. AID believes
US investors are uniquely equipped in cer:ain.;reas to contribute
to Egyptian developmenc, particularly in food processing, produc-
tion for export and export marketing. Land reclamacion and
development may be an additional raquirement. AID will saek to
facilitate and encourage US private sector investments in agri-
business through feasibility studies and financial assistance.

The final special concern is women in development. Women

in che rural sector play such a multitude of roles it is necessary

i

to evaluate the effects of change on a case-by-case basis. Never-

theless, within che existing socio-cultural coastraincs AID will

seek to maximize the involvement of wecmen in the development
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process and make additiomal eiforts where necessary to ensure
their active involvement. This may require special projects
focused entirely on women.

D. Funding and Implementatioa

While exact funding levels necessary to implement the
strategy cannot be identifisd due to the uncertaincies over other
donor activities, progress in existing projects, etec., a probable
range can be. We believe an input of $30-$50 million annually in
the agricultural sector is the minimum necessary to have a measur-
able impact, is well wichin the absorbtive capacity of Egypt and
is wichin éhe managemeat capability of the projectad US staff., Lless
than these levels will reduce any possible policy leverage, be
insignificanc relative to the size of the problems and not fulfill
US commitments.

. To implement the indicated package of 10-15 projects to-
taling $30+ million annually, the Mission proposes to rely, to the
maximum extent possible, omn host country cont=acts. Wnile the
Mission will cousequently have relatively lictle direct cechnical
responsibilicy for oroject implementation, it will be absolutely
gssentizl to retain technical expertise via dirscc-hira staf? ia
order to provide technical guidance to the projects as well as the
necessary administrative monitoring. A staif of 11-12 wigh exper-
tise in agricultural engineering, irrigation, agromomy, livestock,
agricultural credic, marketing, agricultural economics and agri-
business is indicated which might require an increase of only one

or two positions beyond the current staff lavel,



