
,
(

Commy DE"{ELOP~!E.'IT S7RA'!EGY STAn:~T

ANNEX

AGRICULTURAL SECTOR ASSESS}~T

USAID MISSION TO ARAB RE?UBLIC OF EGYPT

JAi.'lUARY 1979

,
(

Commy DE"{ELOP~!E.'IT S7RA'!EGY STAn:~T

ANNEX

AGRICULTURAL SECTOR ASSESS}~T

USAID MISSION TO ARAB RE?UBLIC OF EGYPT

JAi.'lUARY 1979



""-'-
TABU OF CONTEN'!S

I. nITRODUCTION

A. Summary
B. Methodology· and Focus

II. BACKGROtrnD

A. Agriculture in the National Setting
B. Agroclimatic Background
C. The Rural Social Setting
D. Role of Government

1. Summary
2. Over311 Administration
3. Agricultural Research
4•. Agricultural E.,"(tension
S. Cooperatives
6. Agricultural .Credit
7. Agricultura~ Marketing
8. Agricultural Universities
9. Miscellaneous

E. The Five-Year Plan, 1978-1982

1. Introduction
2. The Agricultural Sector
3. Brief Evaluation of the Plan wich

Particular Focus on Agriculture

F. Other Donor Assistance

III .• ISSUES !~ AGaIcutTURAL DEVELOP~~T

A. Introduction
B. Decentralization of Decision-Making

•

1

1
2

3

3
4
6
7

7
8
8

10
10
12
13
14
13

15

15
16

18

19

21

21
21

1. The ~eed to Have a National Agency as
the Grantee 23

2. The Limit on Direct Involvement by a
Foreign Government in Egypt's Inte~al

~geMent 24
3. The ~phasis on Planning and Coordination 24

C. Equity Versus Growth: Strategies for Reaching
the Rural Poor 24

D. Private Versus Government 28

""-'-
TABU OF CONTEN'!S

I. nITRODUCTION

A. Summary
B. Methodology· and Focus

II. BACKGROtrnD

A. Agriculture in the National Setting
B. Agroclimatic Background
C. The Rural Social Setting
D. Role of Government

1. Summary
2. Over311 Administration
3. Agricultural Research
4•. Agricultural E.,"(tension
S. Cooperatives
6. Agricultural .Credit
7. Agricultura~ Marketing
8. Agricultural Universities
9. Miscellaneous

E. The Five-Year Plan, 1978-1982

1. Introduction
2. The Agricultural Sector
3. Brief Evaluation of the Plan wich

Particular Focus on Agriculture

F. Other Donor Assistance

III .• ISSUES !~ AGaIcutTURAL DEVELOP~~T

A. Introduction
B. Decentralization of Decision-Making

•

1

1
2

3

3
4
6
7

7
8
8

10
10
12
13
14
13

15

15
16

18

19

21

21
21

1. The ~eed to Have a National Agency as
the Grantee 23

2. The Limit on Direct Involvement by a
Foreign Government in Egypt's Inte~al

~geMent 24
3. The ~phasis on Planning and Coordination 24

C. Equity Versus Growth: Strategies for Reaching
the Rural Poor 24

D. Private Versus Government 28



.,
- ii -

E. Pricing Policies
F. Production ~lix

G. Mechanization and Employment
a. Old Versus New Lands
I. Invescment Lavels

IV. STRAn:GY OPTIONS

A. Introduction
B. Production Focus
C. Infrastructure and Institutional Option
D. Baneficia~1 Focus

V. PROPOSED ASSIST.\i.'lCE STR..o\TE:GY FOR THE EGYPTIA.'l
AGRICULTUR..u. SECTOR

A. Strategy Description and Rationale
a. Tactics
C. Ongoing or Proposed Projects
D. Funding and Implementation

. PaSte-
29
33
36
39
42

43

43
~5

46
47

48

48
53
58
64

.,
- ii -

E. Pricing Policies
F. Production ~lix

G. Mechanization and Employment
a. Old Versus New Lands
I. Invescment Lavels

IV. STRAn:GY OPTIONS

A. Introduction
B. Production Focus
C. Infrastructure and Institutional Option
D. Baneficia~1 Focus

V. PROPOSED ASSIST.\i.'lCE STR..o\TE:GY FOR THE EGYPTIA.'l
AGRICULTUR..u. SECTOR

A. Strategy Description and Rationale
a. Tactics
C. Ongoing or Proposed Projects
D. Funding and Implementation

. PaSte-
29
33
36
39
42

43

43
~5

46
47

48

48
53
58
64



-

. ,.
, .'

I. OORODUC'I'ION

A. Summary

Egyptian agriculcure is ac a critical juncture where che de-

cisions chat are ~3de in the near cerm will be of major signiiicance

for che future of agriculture in particular and of the economy in

general. Because of agriculture's importance as che largesc employer,

major e~ort earner and largest contributor co GOP (25% in 19i6), the

low (2%) growth races of the past 8 years must be raised or che sector

will ~oncL~ue to act as a drag on overall growth and severely lessen

che probability of achieving development cargets. Further, unless

better performance is ach1eved, a major proportion of che poorer popu-

lation elements of society who are located on-farm or in rural areas

will achieve only nominal participation in the benefits of groweh and

development .

The unsacisfaccory situacion of a low growth race, rising food

•imports and unexploited opportunities stems from a combination of

natural resource li2itations and Government policies which have reduced

production possibilities and incencives and discouraged needed private

invescment. The limiced amouncs of available land make ?er-unic yield

in~reases necessary alchough, in view of che already high-yield levels,
__---------..--,......-..-.....~ -:'I-.~.. _ .. -..._._ ~~.-- ......-..:-~~ _. 4.'

suc~ains will not be easily actaine~. ~dministered ?ricingl a~ed ac
'- ~

generat~g Government revenues and maintaining low food prices, combined

with inadequace mechanisms for providing necessa~l ser~ices have reduced

incentives to che farmer, as well as his abilicy to increase production

and have ~de returns so low that private investment has been dis-

couraged. On the other hand, Governmenc inves~enc p~ograms have been
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heavily directed toward land reclamation where payoffs have been.. -. ..~_ ......-...-.,

del..:ze~and-small.

To allow the sector to make the contribution to overall

economic development that judgment indicates is possible and realism

indicates is necessar;. our analysis concludes that changes are re-

quired in the three interrelated areas of p~icy, institutional

dev~m~nt and te~ogy development diffusion. With the proper

modi£icacions in these areas, a 4.0% growth rate is not unreasonable.

The USAID proposes to follow an employment-oriented growth

strategy in encouraging and supporting the changes necessarJ to

achieve the indicated growth rate. This recognizes that employment

and equity must be major concerns of the strategy. but identifies

production increases as the most feaSible method of generating

«mployment and equity. In carrying out the strategy. AID will

support efforts aimed at policy change, institutional improvement

and technology development. CurLent projects, a~ready operational
•

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

increasingly toward direct pro~tion efforts with an employment-
oriencati0t:1.

B. ~ethodology and Focus

In the preparation of this agricultural assessment major

reliance has been placed on existing studies and info~ation. par-

ticularly the GeE Five-Year Plan, World Bank studies and documents

previously prepared by or for AID. Original data have not been

generated or collected although new interpretations and conclusions

ha',e been drawn.
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The assessment assumes that the reader possesses a basic

knowledge of Egypcian agriculcure and, consequently, provides only

minimal background information. Anyone seeking greater depth andl

or basic information about a particular topic should consult the

various studies footnoted throughout the paper.

The focus of the assessmenc is on these elements which are

judged most ~ortant co AID agricultural assistance efforts. Thus,

che larger issue of rural development and che social infrastructure

~d employment questions inherenc therein are only briefly and tan

gentially mentioned. This leads to an unbalanced presencacion from

a rural sector perspective but one which is quite precisely targeted

and internally consistent irom an agriculcural view. We believe

chis is a reasonable approach and, given che strategy proposed, quite

compatible with the most likely rura~ sector development plans. The

issues section, che ~rogrQm options and che AID stracegy are the hearc

of the documenc and, consequencly, receive che ~osc actention.

II. BACKGROUND •

A. Agriculcure in the Nacional Setting

Agriculture is the largest sector in the Egy?cian economy

providing around 25% of the Gross Domestic Product (CDP) , supplying

over 50% of ex~orcs and employing abouc 40% of the labor force~.

Through the administered pricing system, which extracts an indirect

tax of 30%-40~ on major export and certain food crops, a~riculture

also provides resources to ocher sectors.

Growth in the value of sector production has been relacively

slow, leading to a decline in agriculture's share of GDP, averagi~g

about 3.0% per year during the 19605, and only Z% since 1970.

,

.' 3 -

The assessment assumes that the reader possesses a basic

knowledge of Egypcian agriculcure and, consequently, provides only

minimal background information. Anyone seeking greater depth andl

or basic information about a particular topic should consult the

various studies footnoted throughout the paper.

The focus of the assessmenc is on these elements which are

judged most ~ortant co AID agricultural assistance efforts. Thus,

che larger issue of rural development and che social infrastructure

~d employment questions inherenc therein are only briefly and tan

gentially mentioned. This leads to an unbalanced presencacion from

a rural sector perspective but one which is quite precisely targeted

and internally consistent irom an agriculcural view. We believe

chis is a reasonable approach and, given che strategy proposed, quite

compatible with the most likely rura~ sector development plans. The

issues section, che ~rogrQm options and che AID stracegy are the hearc

of the documenc and, consequencly, receive che ~osc actention.

II. BACKGROUND •

A. Agriculcure in the Nacional Setting

Agriculture is the largest sector in the Egy?cian economy

providing around 25% of the Gross Domestic Product (CDP) , supplying

over 50% of ex~orcs and employing abouc 40% of the labor force~.

Through the administered pricing system, which extracts an indirect

tax of 30%-40~ on major export and certain food crops, a~riculture

also provides resources to ocher sectors.

Growth in the value of sector production has been relacively

slow, leading to a decline in agriculture's share of GDP, averagi~g

about 3.0% per year during the 19605, and only Z% since 1970.

,



- 4 -

Imports of basic foods have been rising since production has noc

~ept pace ~ith population growch and higher demand.

Since the mid-1960s, agriculture's share of publi~ seccor

1nves~ent has been declining from around 25% co ab~ut 7: of the

tocal in 1975. Adjusted for inflation there has been a drop in

absolute accounts. Slightly higher levels are ?rojecced for the

19i8 to 1982 period of the Five-Year Plan. !he largest share of

investments (50%-60%) have been going to che reclamacion and

development of "new lands", although "old lands" are scheduled co

receive greacer a~tencion in the ne~ ?lan. Ne~ privace invescmenc

in che sector has been limiced due co low recurns and has been con-

centraced in very specifi~ areas, i.e., fruit production, where

prices have noc been controlled.

In the future. che seccor will· face very sizable demands.

The Incernacional Food Policy Research lnsticuce escimatas chac a 5%

production growth race will be needed co feed th~ growing population,

narTOw che deficit in rood supplies and provide 'raw :nacerials and e::-

pores. !he Five-Year Plan carget is 3.3%, well above recenc achieve-

~ent levels. In addicion. che sec cor will be expecced co absor~

additional quantities or labor and co concinue co provide Gove~menc

revenue.

B. 1/
AgroclilDatic Background-

Egypc has roughly 6.2 million feddans under irrigated culci-

vacion and ample wacer supplies for a larger area. Tocal annually

1/ Decails on che Egypcian agricultural sector are availabl~ from
several sources, so on17 a few highlights will be ?resenced here.
In particular, see H. A. El-Tobgy, Concam?orary Egy?cian Agri
cul:ure, Cairo, 19i6.

{).
~.
\

- 4 -

Imports of basic foods have been rising since production has noc

~ept pace ~ith population growch and higher demand.

Since the mid-1960s, agriculture's share of publi~ seccor

1nves~ent has been declining from around 25% co ab~ut 7: of the

tocal in 1975. Adjusted for inflation there has been a drop in

absolute accounts. Slightly higher levels are ?rojecced for the

19i8 to 1982 period of the Five-Year Plan. !he largest share of

investments (50%-60%) have been going to che reclamacion and

development of "new lands", although "old lands" are scheduled co

receive greacer a~tencion in the ne~ ?lan. Ne~ privace invescmenc

in che sector has been limiced due co low recurns and has been con-

centraced in very specifi~ areas, i.e., fruit production, where

prices have noc been controlled.

In the future. che seccor will· face very sizable demands.

The Incernacional Food Policy Research lnsticuce escimatas chac a 5%

production growth race will be needed co feed th~ growing population,

narTOw che deficit in rood supplies and provide 'raw :nacerials and e::-

pores. !he Five-Year Plan carget is 3.3%, well above recenc achieve-

~ent levels. In addicion. che sec cor will be expecced co absor~

additional quantities or labor and co concinue co provide Gove~menc

revenue.

B. 1/
AgroclilDatic Background-

Egypc has roughly 6.2 million feddans under irrigated culci-

vacion and ample wacer supplies for a larger area. Tocal annually

1/ Decails on che Egypcian agricultural sector are availabl~ from
several sources, so on17 a few highlights will be ?resenced here.
In particular, see H. A. El-Tobgy, Concam?orary Egy?cian Agri
cul:ure, Cairo, 19i6.

{).
~.
\



- 5 -

cropped area ~ounts to almost 12 million feddans'because of year-

around production which permits double and triple-cropping. Holdings

are generally vet)· small ~i~h 95% of the farmers, holding over 57% of

the total area, having less than 5 faddans divided into several small

parcels. Soils are no~ally ver] produc~ive, although during the past

100 years increased availab~lity of water combined with unchanged age-

old irrigation practices has seriously increased the problems of

salinity and water-logging. Over 2 million feddans of additional

deser~ lands have been identified for development during the 1978-87

period ·if financing is available. However, these new lands will' not- --
be immediately very productive and their output will not keep ~ace---., . .._ .... ---
with population growth.---

Turning to land use, cerea1s--wheat, maize, rice, millet,

sorghum and minor cerea1s--occupy about 45% of the cropped. area,

cotton about 13%, clover about 25% and various other crops the re-

mainder. Crop rotations on a 2-3 year cycle are-fairly complex due

•
to multiple cropping. Yields' for most crops are high, even by

__ -=0-. ---.

developed-nation standards. Some changes in cropping patterns have
." .....

~een occurring as fa~e~s.have shifted to fruits, vegetables, clover

and other crops where ~rkets are available and returns are higher

than for ~re traditional crops.

High, but less than optimum, levels of most non-caron inputs

are employed in the production process. Fertilizers are allocated

by c~op, cotton haVing the highest priority, ~ith uniform prices

throughout the country. Usage is increasing rapidly, reaching an

average of 69.2 Kg of ~, 19,9 Kg of P and 0.36 Kg of K ~er feddan

in 1974/i5. ~gypt ex~ects to be self-sufficient in nitrogen and
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phosphorous fe~~ilizer production in the 19805 at·nutrient levels

of iSO,OOO tons of Nand 98,000 tons of P.

Certified se9d is produced and distributed for various crops.

Sufficient seed for the cotton area is produced annually with much

smaller amounts produced for the cereal c~ops (roughly enough to cover

one-third of the area each year. Pesticide use is widespread ~ith over

8 million feddans of crops treated annually. !he number of knapsacK

sprayers in use in 1974 was about 85,000.

The amount of mechanized eqUipment being employed is signifi-

cant and growing. Over 20,000 t~actors are currently in use with

~pproximately one-half of the primary tillage performed mechanically.

Increasing numbers of mechanical threshe~s and water pumps are also

being employed. Ownership is concentrated in the private sector, al-

though cooperat~ves and Government farms have considerable numbers.

c. The Rural Social Setting

Egypt'3 population is growing at about 2.3: annually with an

urban growth rate of roughly 3.0% and a rural rate of less than 2.0:.

The difference in rural/urban rates reflects the rural/urban migration

s;~~ng ·f~om t~e absolute shortag~ of employment opporcuoi:ies io the

rural areas, the limited range of mostly low-prestige jobs that are

available and the ru~al/urban disparity in the availability of ameoi-

ties. The effect of the migration has been to reduce· labor availability

in the rural areas--GOE data indicate an absolute drop in agricultural

employment bet~een 1972 and 1976.

As indicated, rural areas suffer from a relative and sometimes

absolute lack of amenities. A much lower pe~ceotage 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 i~ rural areas. The

percentage of the rural population without elect=ici~y in the home

ranges from 93.9% in Sohag Governorate to 4i.S: in Damietta. The

perce~tage of households without access to potable ~ater varies f~om

69.6% in Ismailia to 3.0% in Damietta. Thus, wi~hin :he general

disadvantaged position of rural households, great inequities also

exist among governorates.

Turning to incomes, not unexpectedly rural household incomes

are substantially lower than urban incomes--LE 375 versus LE 556.

Although the data are fragmentary it appears that in ~he rural areas

the lowest 40% of population account for only about 25~ of the total

income for the sector. Using a poverty level of 1£ 270 per rural

household, roughly 52% of the rural households or 11 million people

are below that amount, primarily ~he landless (10 million) and very

small fa~ers (1 million). On a governorate basis, wide disparities

also appear to exist. There does not, however, appear to have been

any nociceable deterioration over the pas~ t~o decades probablr

reflecting the GOE efforts in land reform, t~~ation ~~d employment.

D. Role of Governmenthl

1. Summary

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 serJices,

the GeE closely regulates the supply of inputs, enforces certain

•

1/ Based largely on Annex 3.1 of World Bank Report lSLS-EGT, Arab
Republic of ~gyuc. Econo~c ~~nagemenc in a ?eriod or TranSItion,
Vol~e II!, ~~y 3, 1978.
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production prac~ices and ~equi=es that f~~ed quantities of certain

ct~~s "?aSs throug~ bovernment channels. State far.ns a=e also

operated and wholly GOE-owned companies are engaged in land

develop~ent and export marketing.

2. Overall Administration

The overall administration of the sector is the re-

sponsibilicy of the Ministry of Agriculture (MOA) with close

connections on the input side with the MinistrJ of Irrigation

and with the ~!inistrJ of Land Reclamation. Other ~inistries

are involved "in the supply and disposal of inputs and outputs,

policy, and planning. For instances, the Ministry of Trade and

Supply is responsible for the trade of sectoral inputs and outputS

as well as the subsidy prog~am for basic foods. The ~linistry of

lndustry is involved in setting the procurement price for domesti-

cally processed produces and tne Ministry of· Planning is concerned

with sectoral inves~ent plans and economy-wide priorities. The
•

High Committee of Planning, which is composed of Hinisters from the

depar~ents concerned, is responsible for initiation of policy

changes as ~ell as coordinating the views of the various ministries

and allocating inputs and targets for out?ut.

3. Agricultural Research

Most agricultural research is carried out through a semi-autonomous

authority under the MOA, ~~e Agricultural Research Center, which

operates a central research station at Giza and 11 sub-stations

throughout the country. !a addition, research on selected topics

is conducted by the ~tinistry of Irrigation, the National Research

Center, and the universities. ?lant breeding, ?arcicularl: of cotton,
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has been a major focus with the fields of plant p~otection, agro

nomic relationships, animal production, and agricultural economics

also covered. Results have been very uneven. T~e development of

the Nadha rice variety increased yields 33% and the new cot~on

varieties were major successes, but ~he failure to adapt high

yiel~ing wheat varieties to local requirements led to their virtual

rejection by farmers. In the agricultural economics area, many of

the problems of pricing and anticipated farmer response illustrate a

~eak sec~oral data base at the farm level, with a consequent in

ability of economics research to ~ecast likely responses. The

fundamental problems with the research effort in general relate to

the basic concepts of a r~search system, what itS form and function

should be, what itS linkages to the farm and extension system should

be, how to tes~ its performance agains~ international standards, how

to equip the system properly, and what is an appropriate level of

staffing. For along t~e, many of the macro-eco~omic ~olicy goals,

such as the need to maintain ful~ employm~nt, have hampered the ~ro

vision of acceptable research support to agriculture. Research

res~ts are also lL~ited because of the many uncommi~d staff dmong

the over 3,000 degree holders and 15,000 support scaff that are

employed. Fur~hermore, local research stations are restricted in

adequately addressing ~ocal problems owing to a highly-centralized

administration, which controls details of research programs and

budgets. Because of a lack of promotion opportunities in local

institutions, the beSt workers end up in Cairo, and this further

dilutes local ?erformance.
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4. Agricult~ral E~tension

Agricultural extension is organized through the Depar~

ment of Agricultural Extension, and a High Advisory Council, with

participation by research institutes and agricultural universities.

Regional representation is through the Governorate Director of

Agricul:ure along with provincial supervisors and district agents.

Although the ex~ension services have been instr~mental 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 ~ork have decreased,

~hile urban-based staff have increased in numbers, re~ulting in weak

farmer linkages. At the farm level the system has been inadequate

until recently, with a ratio of one agent for' about t.500-2,OOO

farmers. !his directly contrasts with the concentration or extension

agents in Cairo, most of whom are without field experience. In

general, the extension service is overstaffed and under-equipped out a

more serious problem is the lack of staff motivation. :lany of them

do not have an agricultural background and lack a real commitment to

agriculture. Agricult~re enjoys a low status among the professions

and generally the poorer performers in the school examinations are

channeled into the field; again, the poorer performers among these tend

to be channeled into the extension service.

5. Cooperatives

The cooperative system in Egypt is parastatal and falls

under the Depar~ent of Cooperatives within the ~OA. There are four

national groupings: the General Society for Land Reclamation, the

General Society for Agrarian Reform, multi-purpose societies within
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the Ganeral Agricultural Cooperative Society, and.specialized soci-

eeies within the Cooperative Societies for Special Crops. As of

~lovembl!r 1975, there were 133 land reclamation societias, 654

agrarian rero~ societies and 4,200 ~ulti-purpose agricultural

cooperatives at the Village level. Independent lines or command

flow from the national society level through governorate levels to
,

joint cooperatives at district levels do~~ to village cooperatives.

The compla~ structure gives rise to overlapping functions, con-

flicting lines of authority and duplication of staff.

At the village level each cooperative is managed by an

~OA agricultural graduate, assisted by an accountant from the Agri-

cultural Bank and sundry o~her employees. Complementing this line

of au~hority 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 sayan policy matters or daily

management of the society. In the past, the enforced membership in.

'.'

Ea~ cooperatives theoretically provided a two-~ay delivery system of

goods and services as well as a communication ne~Jork. Aggregate

output ?lans for the sec:or, together ~ith the required ~nputs of

fer~ilizer, seeds, and credit, filtered through the cooperative system

to eventual farm level allocations. The cooperatives directly inter-

vened in production through the pooling of fragmented holdings, by

per:orming various cultural tasks such as plant protection for cotton

and by prOViding tractor services and stationary threshers at harvest.

All the cotton and various portions of other crops ~ere requisitioned

by the cooperatives acting as the G,vernment's agent. In general, the

COQ~a:atives perfo~ed i~portant :unctions ~ut were somewhat unrespon-

sive to farmer needs and their power was ofeen resented and evaded.
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For the future, the picture is unclear. A revision of

the cooperative law is under consideration. Hopefully, this will

clarify the role of the cooperatives vis-a-vis other organizations,

such as those within the credit system, and clarify how the coopera

tives fit between the farmers and the state. Reportedly, the

revision will make membership voluntary, encourage the consolidation

of cooperatives into a small number of viable units and make them

truly service organizations rather than an arm of Government.

6. Agricultural Credit

Agricultural credit is exclusively provided by Government

banks and agencies. Primary responsibility rests with the Principal

Bank for Development and ~ricultu~Credit (PBDAe), 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 scate-owned. The major functions of

the credit system are the provision of shor~and.medium-termloans to

farmers and cooperatives, ~rocurement and suppl' of agricultural

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

.60 .t~rough ens cooperatives. ~ow the credit banks can loan directly to

farmers. The loans are predomin~y snor:-ter.n, generally for crop

production. Ea~~ fa~er is entitled to credit for full crop production

costs, based on MOA staff calculations, according to a production plan

prepared by the village cooperative. All inputs are provided in-kind

with cash loans given only for machine~l service charges and hired

labor. No tangible security is obtained but the farmers undertake to

sell their output through designated marketing agencies. ~edium-ter.n

loans ~ke up about 1: of total credit and are used mostly for orchard
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estab!ishment, purchase of fa~ machinery, and ca~tle. In 1977,

the L~terest rate to farmers was 4% on short-term and 9% on long-

term loans. ~he on-lending rate is lower than the average borrowing

rate of the credit system by some 2%. Roughly 80% of loans made are

collected. From time to time the Government, through the MOA, inter-

venes to write off debts Eor farms of.certain categories and to

res~~edule debts of others.

In general, the problem of the credit syst~ seemS to be

that it is not allowed to funct~9~..~c;cording to normal commercial-- ---_....---_.- - --- -- _. -. -
principles of banking. The Government has use~ and probably will

---~~----......---
continue to use, the agricultural banking system to achieve other

policy objectives than s~ly that of allocation of capital.

Another potential source of problems is the credit system's handling

of non-credit activities, such as the distribution of feed and

pesticides.

An independent audit of the PSDAC in 1977 carried out

in connection with the ~orld Bank's lending to the sector concluded

that the system is, in effect, bankrupt. Accumulated losses totaled

LE 60 million as of December 31, 1976, as against just over LE 2

million in capital and reserves.

7. Agricultural Xarketing

The marketing of farm products is one of the major

spheres of influence of the Government in the sector. Provision

of inputs and credit is tied to compulsory sales of out?ut to

the PSOAe. Both the quantities and the procurement prices are

set beforehand. The over-quota amounts can then be freely sold at

local market prices. Generally, the requisiricn commodities are
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either urban foods, such as wheat, sesame, sugar, ,broadbeans,

lentils and ric~ or export crops, such as cotton, rice, onions

and groundnuts. Hos: of the compulsory minimum delivery quotas

have. been eniorced throughout the. 1960s and the early 1970s,

although some changes were introduced ~ 1976 and 1977, allowing

more freedom for disposal of the crops by the farmers. There are

considerable price differences for the same commodity in different

markets. These have ranged from 27% higher for wheat co 100%

higher for rice in the free market· over the Gove~ent prices. The

marketing and pricing syStem is, in effect, a transfer mechanism to

extract a certain su:,?lus from the agricultural sector. From the

banks, the products generally pass to Government processing,

exporting and retailing companies. The banks are ~~e 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 ?enalized by various
•

adminiscrative controls.

8. Agricultural Uni.ersities

A major component of the sector as the supplier of tra~ned

manpower to agriculture is the university ne~ork. There are 11 agri-

cultural colleges and 4 colleges of veterinary 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 gradua:es is guaranteed a position in the Government (if
,

other employment cannoe be found). The lack of other opportunities is

the major reasen for the surplus of degree-holding manpower relative to
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support resources which plagues che governmental Qrganizat10ns in the

sector. It should be noted the agricultural universities in Egi~t have

a responsibil~ty only fo~ agricultural education and have no official

involvement in agricultural development as is the case in the US Land-

Grant System. '. I

•
9. Miscellaneous

Within the Ministries of Agriculture and Land Reclamation

there are many autonomous or semi-autonomous authorities whose activi-

ties range from overseeing cooperative activities to directly ~roducL~g

goods for consumption. As public sector organizations, they compete

directly with the Ministries for funds and skilled manpower. As pro-

ducers they compete directly vith GOE agencies and private individuals

for sales without haVing to stand the test of profitability. The major

ente~risas affecting the sector in this way are the General Crganiza-

tions for Cotton, Land Reclamation and Poultry Production. The Cotton

Organization is the monopoly purchaser of the cotton crop and is

responsible for policy administration affecting cotton. The Land

Reclamation Organization implementS that ?rogram and retains control

over reclaimed lands. The Poult~ Organization constructs and operates

large-scale, capital-intensive broiler production uni:s. The general

remarks concerning most of the other Government organizations and their

efficiency (or lack thereof) is also parcicularly relevan: to the state

enterprises.

E. The Five-Year Plan. 1978-1982

1. Introduction

The 1978-1982 development plan clearly articula~es problems

confronting the Egypcian economy and correctly. trom an AID point of vie~,
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proposes eo accelerate development in growth terms with special

effor~s to benefit the poorer groups in the society. The target is

an aconomy-wide growth rate of 9~-lO% to be accomplished through a

number of infrast~ctural 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

tn the agricultural sector the plan calls for increased

invesonent in agriculture, i:rigation and food security amounting to

1£ 878.9 million or 8.6% of total plan invesements and 22.8% of

economic sector invesonents. The broad objectives to be achieved by

these investment levels are steady. continuous development, expanded

prOductivity, efficient use of reclaimed land, the improvement of all

agricultural lands, adequate production to meet Fhe needs of the people

and changes in cropping patterns to take advancage of export opportuni

ties.' The value of agricultural production at constant prices is

targeted to grow by 3.5: annually.

More specific targets of the plan are: (i) to increase

exports through pricing, marketing 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 quantities for various crops; (iv) to improve agricultural

research through regulations and consolidation of various research

bodias and cechnical institutes: (v) to e~?and mechanization, including

service facilities and trained ~anpower, gradually to a tar6et of one
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tractor for ea~~ 100 feddans, one irrigation sec for each 30 reddens

and one threshing machine for each 75 feddans, chus releasing ani-

mals for meat and dairy production; (vi) to slow the migration of

agricultural workers from the land which has caused agriculcural wage

rates to ~crease rapidly and has resulted in a shortage of labor:

(vii) to expand the use of fertilizers, pesticides and fungicides:

(viii) to train administrative, training and organization cadres;

(ix) to offset land fragmentation by crop pooling and the 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 land;

(xvi) to optimally exploit previously reclaimed lands; (xvii) to reclaim

2.1 million feddans (during 1978-1987); (xviii) to substantially raise

poultry production to realize domestic self-suif~ciency; (x~() to raise

•meat. and mi~production; and (:~) co increase the fish catch from inland

fisheries, includL~g new fish faros, and from offshore areas.

~pediments to t~e achievement of inc~eases L, production

and attainment of the indicated targecs are identified as: (i) land

fragmentation; (ii) use of agricultural land for forage crop production:

(iii) non-enforcement and non-implementation of agricultural laws: (iv)

loss of agricultural land to non-agricultural uses; (v) removal of top

soil for brick-making; (vi) over-use of irrigation water; (vii) poor

drainage; (vii) the loss of agricultural manpower co urban areas: (ix)

the lack of an effective research policy and (x) a lack of ne~ and

improved varieties.
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3. arief E7aluation of the ?lan with Par.icular Focus on
Agriculture

!h~ most striking feature of the plan is ehe low level of

invescnent allocated to agriculture, the largest employer and the lar-

gest economic sector; If one looks more broadly at the rural sector,

which is to receive 26% of invescnent, the picture is somewhat more

positive. However. our judgment is that the absorptive capacity of

the sector is adequate to handle additional investments and that a

higher percentage of plan inves~ent funds should have been allocated

to agriculture.!!

Within the agricultural sections of the plan, the st=ongest

component is the discussion of the constraints and issues facing the

sector, indicating an awareness by the GOE of the important issues.

Pricing policy, farmer response to prices and the use of prices to

direct production are particularly well articulated. The analysis

underlying certain other conclusions, e.g., the need Ear mechaniza-

tion, is less convincing, but still reflects cOQsiderable thought.

The major problems with the agricultural sections are the

lack of identified priorities and the absence of a coordinated, inte-

grated strategy which relates constraints. targets and investment

levels. From the investment budget allocations certain priorities can

be surmized, but the lack of any data on recurrent budget expenditures

in the various areas makes any such conclusions only tentative. Based

on th~ invescnent budget, it appears that draL~age and new land

reclamation are of the highest ?r~ori:y. In fact, investments in new

land reclamation and development will exceed the combined L~vestment

~I See the subsequent issues section for a further d~scussion of
invesrment levels.
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amounts for plant, animal and fish produccion and -storage con-

struction. SL,ce production f~om ~he new lands w~ll be small, a

major strate~J question is whet~er the investment spli: bet~een

ver~ical and horizontal expansion is app~opriate to the attainmenc

of the plan targets. An 'implicit assumption seems to be that, if

certain 90licy changes are made, the private sector will respond

rapidly enough to achieve the desired growth levels. We doubt that

policy changes alone will be sufficient.

An additional concern is the plan's lack of specificiey

on how programs reach the farmer. The links between research and

extension and be~Neen extension and the farmer and how they may be

strengthened .re not well· articulated. There is also an apparent

belief that the current system does an adequate job of providing

necessary inputs and credit despite strong indications of the de-

sirability for certain modifications. Overall, the unstated expec-
.

tations of the GeE must be that the small ra~er will be able co
•

overcome the built-in constraints of the system in order to achieve

the necessary grow~h in production.

F. Other Donor Assistance

Until recently, GOE assistance ?olicy in agriculture had

seemed to be to allow any and all donors to provide any type of

assistance in any geographic or functional area while consciously,

or because of poor information flow, ~eeping donors unaware of each

Others interests or efforts. Consequently, Egyptian agriculture re-

ceives a bewildering array of assistance from a wide variecy of donors,

with duplication in many areas. Hopefully, the establishment by the

~roA in August 19;8 of an Agricultural Assistance Coordinating Committee,
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will remedy the ~t and miss approach by providing better guidance

to donors ~.hUe also facilitating infor.nation flow to and among

donors.

Excluding the US, the largest donor to the sector in monetary

terms is the World Bank ~ith projects in the development of agriculture

in ~~o governorates, in drainage, in agro-industrial credit, in

fisheries, in fruit and vegetable production. i~ processing of fruits

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!FAO with involvement in dairying, veterinar/ medicine,

training of livestock personnel, extension communications, horticulture

and grain stor~ge. Holland is providing assistance in poultry, estab

lishment of dairying, vegetable saed production. agricultural extension

training. vegetable marketLig and veterinary training. West Germany

is involved in assistance to new lands development. a mechanization

training center. a slaughter house, cold-store c~nstruction, a fruit

and vegetable processing center, and livestock ~roduction. rne

European Investment Bank of the EEC is providing resources Eor new lands

development and development of fish farms. Other donors include Canada,

forage production and rural electrification; Romania, tractor maintenance,

agro-industrial development of new lands, and rural electrification; the

UK, aerial spraying and rural electrification; the International :und

for Agricultural Development, land development, vegetable grading and

milk production; the African Development Bank, agricultural development;

Norway, fisheries; World Food Program, fa~ rehabilitation; International

Finance Corporation. sugar beet production; and Australia. cold-storage

_co.tl.struct::'on.
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As is apparent, a large number of donors ~re involved in a

multicude of areas emphasiz~~g the need to ensure that care is ea~en

to avoid duplication and for bet~er coordination of efforts.

III. ISSUES IN AGRICU!.1'UR.~ DEVELOP~!Di1'

A. Introduction

The complexity of Egyptian agriculeure and ehe availability

of numerous alte~atives for future development, given the cur~ent

starting point, result in a ~ultituda of issues confronting ehe

sector and requiring resolut'ion. In the following, what are judged

to be the major i~s~es are discussed. ~ot all the issues relata only

to agriculture; some are broader but placed in an agricultural setting

while other issues are qu~te specifically agricultural. For certain

issues conclusions are difficult to draw and, consequently, while a

position is taken in each case, a certain ambiguity may remain.

Mevertheless, in the aggregate the analysis and conclusions point

toward program alternatives, considerations and elements important in
•

any development assistance strategy.

B~ Decentralization of Decision-Making

The Gover~ent of Egypt, with a tradition of centralized

Government stretching back to the Pharoahs, has recently begun to

decentralize authority to the gove~orate and village levels. To date,

decentralization has been pursued in somewhat different ways and at

different speeds in each of the rural sector's four decision-making

components above the level of the family: Village government, the

parties, the cooperatives, and the agricultural financial and marketing

institutions (this list excludes the mosque, which is a critical com-

?onent of rural society, but outside the scope of AID activities) .
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The rural government structure as re?rese~ted by the

Villa~e Councils is inc~easingly being ~ade responsible for planning

and implementing village level activities, although still largely

dependent on tae Cant~al Government for funds. By constrast, the

Executive Committee in each village, which is composed of repre-

sentatives of relevant Government ministries, continues to provide

a central, perhaps dominant, management role for the national

C~vernment. The villages also'continue to look to the Central

Government to provide ~frastructure and services, such as

electricity.

The political parties remain highly-centralized, though

decentralization is in progress. Because membership in the leQding

party is an important determinant 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. These cooperatives are managed

by Central Government representatives and, in the past, had a large

role in ensuring farmer compliance with Governmenc-determined cropping

patterns and input use. Now, however, ~~e cooperative sector is being

reorganized with the goal of establishing farmer-managed cooperatives.

The role of these new-style cooperatives remains undetermined.

The remaining institutions in the agricultural economy are at

most partly decentralized. Provision of credit and macerial inputs

through the Agricultural Bank remains under close central control.

I=?or~ant aspec~s of the crop rotation, especially =egarding cotton

and grains, are centrally-dete~ined. The individual fa~er is thus

-
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left :.rith l:..u:ad "degrees of f-ceedoc l1 in planning his cropping

strategy. It rema~s to be seen whether the farmer will be given

greater autono~y than at present.

'!hus, overall,. rural govertUllent is moving in the direction

of greater local autonomy, but without a clear indication of how far

and how rapidly it will proceed. On both philosophical and practical

levels AID believes these efforts should be encouraged since local

participation increases the probability that development efforts will

reflect local priorities, will be directed at real needs and will be

sustained. In E~Jpt, where central planning and control was all-

pervasive in the recent past and remains st-congly entrenched even at

prese~t, decent't'alization see~s particularly necessary in order to

bring about dynamic change in the rural sector. While this need has

beco~e more widely recognized in the GovertUllent, the supporters of

decentralization efforts will require assistance and encouragement

if they are to be successful, particularly since initial results
•

inevitably will be. less than dramatic.

Clearly, AID should provide support to decentralization

efforts. However, in practice, there are difficulties due to the

following:

1. !he Need to Have a National Agency as the Grantee

AID policy requires that all grant and l~an agree~ents

be wit~ so~e element of the national Government. Even where a

project is designed to promote decentralization, as in Development

Decentralization, activities are to be carried out through a nntional

.~gen~7. I~ effec:, a certain centralization of decenc=alization may-
be promoted.
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2. The Limit on Direct Involvement bv a ?oreign Government
t '

AID is not able to bypass the national Government to deal

directly ~ith local officials. To do so ~ould be a serious violation

of protocol as well as a threat to close working relationships with

the GOE. Thus, decentralization assistance can only be as compre-

hensive as allowed by Central Government officials.

3. The Emphasis on Planning and Coordination

We recognize that there may be a conflict bet~een pro-

~oting decentralized decision-making and building a capacity for

coordination and planning at the national level. AID has a number

of project and sub-project activities t~t promote the latter. Thus,

the impact of the AID program has been to favor centralized actiVities.

For the longer term, as AID seeks to move agricultural

programs closer to the farmer, decentralization will undoubtedly assume

greater importance. It ~ould seem that the poss~ble difficulties

identified above ca~ be resolved if the GaE so wishes. A geographic

focus for one or more project activities might be an effective meehod

of encouraging the decentralization process and moving activities dow~

to a lower level.

C. Equity Versus Growth: Strategies for ~eaching 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 economic thought lies at the base of AID's grow~~g

empbasis on small farmers as the largest agricultural sub-sectcr and

generally the one with the greatest potencial fqr production gains. In

the specii~c case 0: ~gype. i: is frequently argued chat t~ere is no

growth-equity trade-off because :here are, in effect, no larg~ fa~ers:
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all Egyptian agriculture- is small-farmer agricultur~ and thus the

question does not arise.

However, the poorest segment of Egyptian rural society is

not the small farmer, but rather the landless laborer. ~ho accounts

for roughly half of the rural population and a quarter of Egypt's

total population. A small-farmer oriented strategy ~ould not

necessarily reach the ~ajority of the landless, since fa~ families

holding less than 5 feddans provide 757.-95% of their own labor

requirements. Can a strategy, production-oriented or other-~se. be

designed that would reach the landless?

SL~ alternative strategies in this regard can be identified:

(i) further land reform. (ii) promotion of higher labor intensity in

the old lands; (iii) expansion of new lands, (iv) rural industriali

zation, . (v) rural public works, and (vi) "-..relfare"-type income

transfers. A seventh alternative provides a sor~ of null hypothesis:

do nothing and allow out-migration to remove the,problem from the

rural areas. •

(i) Further land reform ~ould not substantially alleviate

:he.?light of t~e lar-dless. If all holdings over 50 fecdans ~ere

divid~d among the landless, each family would receive .4 feddans.

Alternatively, 160,000 famil~es could be provided with S-feddan

farms, leaVing 1.840,000 still landless and worse off than before,

due to the drop in demand for off-farm labor.

(ii) Greater ~tensity in old lands agriculture, in parti

cular a shift to higher-value crops (generally fruits and vegetables)

and away from low-labor using graL,s, would increase rural employment

opportunities and thus materially assist the landless laborers.
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Changes that promote this shift indirectly, rangi:g from better

market channels and higher grain yields to reduced fodder needs

due to mechanization, also aid the landless. However, the con-

siderable scope fo~ old lands intensification, nevertheless, is

still insufficient :0 employ all of the landless.

(iii) Expansion of new lands, though a dramatic and visible

approach to combL~ing growth with equity, is simply too costly to

provide a majo~ contribution to solving the landless problem. A

conservative estimate suggests chat it would cost LE 10-20 billion

to reclaim sufficient land to give each landless family 5 feddans.

If all lands to be reclaimed in the current five-year plan were

parceled out in five-feddan units, only 400,000 families out of the

total cwo million could receive land. This would be a significant

contr~bution, but clearly it would not solve the problem.

(iv) Rural industrialization (large or small-scale) offers a

somewhat less expensive approach than new lands development. The
•

current cost of a single new job in urban industry, LE 2,200, is well

~elow 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 this cost

substantially. Jobs for all of the landless (assuming for the sake

of argument that all need a job outside of agriculture and that 2

million'jobs could be created, compared to the increase L~ off-fa~

employment of 1.5 million in the 1966-76 period) would thus cost

LE 4.4 billion. Rural industrialization is thus a ~ore promisL~g

alternative than new lands development.
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(v) Rural puolic ~or~ ranging from social inf=ast~ctural

invesc:ent such as ?u~lic sanitation :0 ~roduct~ve L~vest~entS such

as canal clean~g and road building, have a place in a program to

achiave gro~ with equi:y and reach t~e rural poor. However, as a

source of substantial e=ployment opportunities, public ~orks are

only a seop-gap solution. ror the longer-te~ other, less costly,

solutions ~ill be ~ecessary.

(vi) A production-oriented program emphasizing employment

w~ll not rea~~ all of the ~ral poor. It ~ould take several years

to mount an effective ~rogram to benefit even a fraction of the 10

million landless. Even over the long-term, groups of unicentified

size ~ill reca~ beyond the reach of gro~th-oriented programs, no

matter how carefully designed. These ~clude the elderly, the

chronically ill and the disabled. A ~elfare approach offers the

only alternative for reaching these ?eople.

Should a welfare program then be part of an overall rural
•

development strate~J? Or should i: be included in the national health

and nutrition st~ategy or handled separately? to daca, A!D's agri-

c~tural strategy has ~plicitly assumed chat ~eliare aspects ~o~ld

be handled apart f~om activities in this sector. ~bile this appears

operationally clear-cut, ~ore attention needs to be directed to

coordinating production-oriented activities ~ith programs that

to conclude, it appears that growth .ith e~uity, through :he

comoination of elements Er:m the various alternatives, should be the

:ar~et. ~one c: :he alte~atives should ~e dismisse~ oue of hand as
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D. P~ivate Versus Gov~rnmen:

The balance. bec-..ree.n public and p~ivate act:ivitj· in the rural

sect:or, which had been skewed to the public side during the ~asser

period, has moved gradually but consistently back towards the cencer

under Sadat. Lar;e public enterprises continue (with only moderate

~provements in efficiency), ~ut new initiatives to encourage the

private sect:o~ have been undertaken.

In the rural areas outside or agriculture exceptions to

the private sector h~ndling or all economic functions are the

following: (i) Govemeent provision of a wide range of social

$ervicesj (ii) Government-subsidized food sales of several basic

commodities (as they are. in the urban areas)j and (iii) Government

construction and maintenance of infrastructure. In general most

of the activities listed ._~F~ ._f~nct.:i.2ns .~f Government even where

Government activity ~_:~d~~~~. to the minimum. Only in some areas,

such as health care, does Government activity ~ppear to interfere
•

with the development of the private sector.

In agriculture, Government intervention is much ~ore per-

vasive. !here, Gcve~ment encer?rises a~d, more i~portantly, ex-

tensive regulation of privata activity have const~a~ned sector

growth. Large Government ente~rises, ?a~ticularly mechanized

fa~ in the new lands and poultrl and livestock operations, have

absorbed a substantial portion of the limited resources available

:or invesonent in agriculture. Overall, these ventures have been

less than an unqualified success and have thus constitutec a drai~

on ~esources Eo~ the ~ral area. Other Gove~ent ~fforts i~

agricultural processing, such as the neC"~or~ of sugar mills, have

jeen notably ~ore successf~.

, ,
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On the input side, ~e Gove~ent controls the distribution

and even the application of important agricul:ural i~puts. Ferti-

li:er, ~hi~~ is sold legally only :hrough :he agricultural banks, is

tha most prominent exacple, but ~proved seeds, pesticides and

livestock feed supplecents are also marketed through the Government.

By far the :ilost significant Government intervention is in

the area of controls on prices and acreage. !his activity has such

a large impact on agriculture that it is discussed separately in

the follow~g section.

!he id~~tification of the appropriate role for Goverr~ent

in '~~ral development has wide-ranging implications for GOE policy

and activity L~ the sector. It is not, however, an area where US

policy is directly involved. 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, AfD's policy leverage
•

is limited by the shared knowledge that aid l~vels are largely

in~~~~}~,. wnere strong cultural values and GOE policy prescribe

Government control of a~ activity, AID must accept the GOE decision

or forfeit the opport'.1::Lity to contribute in this area, at least over
......- ... -~------- ._....-.-----

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

area where a greater role for the private sector is unlikely to

emerge in ~~e near future. Dialogue among the GOE, AID and other

donors is a continuing process, and AID's influence is continually

brought to bear to encourage the 00£ to move further i~ ~he direct~on

or reliance on private sector developm~~t.

P~ices L~ ~~e food and agricultural sectors of t~e E~J~tian
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ccmpl~~ system of co~trolst Government purchases, subsidies and

black Qarkets, to the ~~tant that it is not possible to dete~ine

what free market prices will be. ~nile the avowed goals of price

controls are a fair reeurn to the farmer and affordable food sup-

?lies for the urban poor, ia practice the system distorts fa~er

decision-making and subsidi:es :he middle and upper classes, as

well as the poor. Although this aspect is rarely discussed by

the Goverr~ent, the system also taAes agriculture L~ favor of the

urban sectors and par~icularly the national treasury.

Subsidization or price controls affect the price of all

major inputs, ~th the exception of labor. fertilizer, pest

control, tractor services, and fodder receive direct scbsidies,

while Government credit and land rents are subject to price

controls. Irrigation water is provided to the farm free oft direct

charge. In addition to these basic subsidies, the agricultural

sector also derives some benefit from regular Government se~,ices

provided through. the }tinistries of Irrigation and Agriculture and

other sector invest~ents.

Controlled prices for outputs affect only selected major

crops, of which cotton and certain major food crops (rice, ~heat,

broad beans, and onion) are the :nost important. Controlled prices
--.._--

affect only the predetermined portion of the crop that is sold to---- ...__._._--- . --_ ..

the Government (100: for cotton, less for the other crops). Output

is further t~~ed by applying the higher-valued ~(change rate to-------- ------_._- -~.

agricultural transactions •
.. -. -

wbile estimates of :he net effect of Gove~ent inter-

vention in the agricul:~=al price system differ substantially,
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there is general agree~ent t~at on balance chers is a net :ransfer

out of agriculture. The ~;orld 3ank estimates chs value of cn:.s

flow at LZ 32 million ~ 1976 (2: of gross ?roduct~on value),

exclusi~e of the L! 15 million land tax. lncluding che land tax

and excludL~g the value of Cent=al Gwvernmenc L~vest~ent and

operations, the transfer out amounted to roughly LE 150 million

(10% of gross sector product). Other estimates place the ~plicic

net tax ~urden as high as 30% in 1975.

!he effect of the prevailing system of dist~r~ed prices is

to ske~ ,oth the cropping ?attern and the mL~ of resources applied

to produce it. Set~een 1950 and the present, the area planted to

cotton and wheat has been reduced by nearly 700,000 feddans in

favor of crops that are more profitable to the farner, including

vegetables, f~~its and, in particular, long-season clover.,.

The ~pac~ on input use is more difficul; to deter.nine. The

rapid pace of mechanizacion in the face of.an o~erall labor surplus

suggests. however, that the subsidization of capi:al :hr~ugh cred:':

~d excnan~e r~te ?ol:'cies has distorted the far=er's choice of a

capital/labor o:.x. The zero price :or ~ater delivered :~ the far=

gate is also reflected in a nation~ide pat:e~ of over-irrigation,

leading ~creasingly to drainage and salinization ?roble~s.

To date, ArD's policy has been one of opposi:ion to agri-

cul:aral price controls and suosidies as a ?olicy tool. The L~?le-

meu:ation of this ?olicy, nowe'ler, has been lui:ed :::l :tild "jaw-

boni:l~" o..;:':h GaE counte::?ar:s. 3y and large, :his· is ineffec cive
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strong p~essures from ~i:hin che Government and from the public

(~i~ess ~~e Januar/ 1977 riocs) as ~ell as by che fact that out-

put pur~~ases and muc~ of the ~put supply market are handled by

the Ministry of Supply, rather than the Ministry of Ag=iculture.

One possible role for AID in assisting the GOE to :%lake--------_.....,. -_.---
che transition to a freer price structure consists of increasing---------- . __.....__._---~ .._.--..- .-_ ..
visible pressure on the GOt to provide a "scapegoac" for unpopular-_. ----- .- _- . .- - - " --
policy changes. The obvious p:::e of_s,:::!:.!,,"p_o~_~.S'_.iS ics.negat~'1e

i:l1pa~t: on the US image in Egypt.--------------_._.
A second possible role is Co assist: the GOE in analyzing

che economy-wide ramifications of a cransicion to freer ?rices

and co assist r:he GOE in alleviating possible negative impacts of

such changes on certain groups as well as the economy in general.

This vould seem to be a feasible role alchough the costs

might ultimately prove to be unacceptably high. Nevertheless, che

US should clearly embark on che first phase of ~nalysis to provide
•

the info~tion on which to make a judgment regar~ing the second

or fundL~g phase.

A 'related issue is ~hecher it is appropriate for AID to use

its admittedly li:ni::ed 'toargaining chips" in this area or whether

they should be used to press for other policy changes, such as an

increased emphasis on old lands rather chan nev lands. Tais

decision rests on the relative importance of price changes vis-a-vis

other policy change and t~e ability of AID to influence change in

each area. There is little argument against the view tha t the dis-

Corted price systam has restricted agricultural growth by fostering

a ~isallocation of resources. Without price controls, fa~ers'

profi:: ~ould be hig~e~, because of higher oucpuc, lower COSC, or boch.

--



- 33 -

The potential gain has not been estimated reliab~y to date, but

several stucies now unde~~ay ~ill provide better info~ation on

this point. AID's ability to bring about c.~ange in chis ?olicy

area is not clear, however. !here is no assurance, furthermore,

that removing price controls in one crop or input ~ould ~ove the

whole system closer to che f=ee-price situation than it is now.

C:o:t1:s;..:e~q;:u;;::e_n:.:t::l::.<y_,_i.f';::,_ ..;:a.t?.:::p.::e:.:a::r~s:...:d::e:s:.l.:· =:.:a:.b.:l.:e:...::t;;.h::a::.:t_A..:.I!?~--=n,;:o.::t ....c:.':o~n,:.:c=en.t =at ="'-
exclusively on price changes or make any assistance conditional
--------------_..._-""'.<..__.__....----.......-........._--...........--

on changes in the area. Rather, pressure for pr~ce refo~ should__..;._-_..._~--""'---t- ....- ~ ..- ~"~"'.-a-..~ ~:,_~ .• _"".::.,.~...._ ..-. - .~ -r.... . .... .

be part of the overall package of policy change, par~icularly
• __J __-_-~"""~~ ~.-~--.~.--.-:~~-.';o--':.~'.-,-:

until better information is available.

F. Production Xi~

At the farm level, the current rotation is the resultant

of several conflicting forces. !he farmer attempts to provide

food for his animals, ensure at least a portion of h~s family's
.

food requirements, comply with governmental requirecents ~nd,

•
with. any remaining land, generate cash income. With a typical

farm size of ~No-three feddans, m~~imi%ation of such a comple~

objective function is no easy task. The farmer must select an

opt~ cropping pattern L~ the face of limited availabilities of

~por:ant inputs, including labor, and tight agronomic reStrictions.

Certain crops, such as short-season oerseem, occupy a place in the

rotacion for which no attractive al:arnative has oeen identified.

Moreover, far.ners have not fully adjusted to the new opportunities

c:eatad jy t~e High Dam.

At the ~ational level, the GOE's objectives senerally

parallel :hose of the L~dividual fa~er: ?rovide foed securi~y,
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~eec foreign exchange needs, and genera~a a sUr?lus for invesc:ent

in agricul:ure and other sec:ors. ~ith the severe l~i:ations on

land, all of these objectives cannot be met. In particular, food

self-sufficiency in grains appears to be an unreasonable goal.

Fur~her ~tensifica:ion, increasing the acreage in high-value

crops, offers a more productive alternative for best utilizing

Egypt's near-ideal year-around growing conditions. !he basic choice

may be stated as oue be~Jeen import substitution (increased grain

production) and export-led growt~ (L,creased fr~ic and vegetable

procuccion and greater focus on L~ort markets). !he choice in each

agricultural sub-sector may be summarized as follows:

Grains: Egypt's comparative advantage clearly does not lie

in grains, which presently occupy some 45% of the land but require

relatively low inputs per unit area and yield a correspondingly low

cotal value. However, considerable scope remains fo~ producing
.

more grain on the same or even a reduced area, through increasing
•

yieLis·. ~i:e yields, in particular-, may be raised by as ~uch as

50% over current levels. ~~eat and other grains, which at ~resent

place che heaviest burden on foreign exchange, have a lower but

still signific~~t capacity for further gains. Yield increases in

the fa~er's staple food crops are, in fact, likely to be a p~e-

requisite for increasing the output of non-grain crops, unless

another ::leans can be found of ensuri..,g the faaer's o·..-n "food

security" .

Fruits and Ve~etaoles: ~gypc's capacity to produce f~~its,

now ~=o~u on ebout 10: of the cropped area,is vir:ually unl~ited.

aer capacicy to market these ?roduccs, thus assuri~g the :a~,er's
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income is at present, ho~ever, severely limited. Zgypt generally

aeets its o~~ needs for f:uits and vegetables, but it has slipped

fro~ self-sufficiency in the production of beans and lentils, a

staple of the national diet, with imports climbing from $1.4

million in 1971 to $129.6 million in 19;6. Increased income and

population ~y be L~ected to lead to rapidly rising demand in

this area over ~~e nL~t decade. Both to ~eet these needs and to

earn foreign ~~change, the production of fruits and vegetables

needs to be encouraged. Room remains for varietal improvement and

other agronomic changes, but the greatest gains will probably come

from better marketing systems capable of supporting an increased

acreage.

Cotton and Su~ar Cane: The principal factor restricting

~otton production is the low price to the farmer. A higher output

could definitely be obtaL~ed simply by raising the price closer to

ehe tr~e ~rket value. Aside from ~e potential drain on the GO!
•

Treasury, increased cotton production poses some danger of a crop in

price since Egypt is the principal producer of high-quality, long-

staple cott~n. At ?resent, cotton appears to be a profitable cr~p

for ~gy?t, despite its long growL.g season, but a substantial expansion

of output beyond the present 13%-15% of the total area seems unwarranted.

Sugar cane, ~hich is grow~ in areas where alternative crops are not

available, al30 seems to be an appropriate choice.

Livestock and Fodder: Fodder crops, primarily berseem clover,

occupy at lease a quarter of Egypt's land. Fodder supports the farmer's

work ac~als, but i: is also a valuable cash crop,

for anicals kept i~ or near the cities or used to ~roduce ~eat and

. ~ilk on t~e :ar.:. Land presently used Eor fodde: could ~ec~me =ore
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productive if the fodder raquiren:ent ~.ere reduced ~hrough mechaniza

tion or if the fodder itself ~ere ~de oore productive by ~evoting

it to ~eat and milk production rather ~,an feed for draft animals.

Lnpor~s of oeat products have increased tenfold in five years.

le3ding to a high CaE priori~1 on L~creasing meat production. Given

the land-iccensicy of meat production. however. it does not appear

to be an appropriate use of E61Pt's scarce land resources.

The central issue in selecting a production :n1.."< is ~vhether

Egypt"should au Eor food llself-sufficiency" or a self-supporting

agriculture. The CaE's present goal of self-sufficiency in all crops

except ~heat can more easily be justified on political or national

security grounds than on economic ones. A. strategy of "self-support".

i.e •• a policy of increasing agricultural exports to cover the cost of

agric~lt~ral ~ports, would be more conducive to max~izing gro~th and

incomes in the rural sector. AID, in its discuss1qns with the Cove~

ment, will continue to encourage adoption of this·more reasonable

approach to selecting a crop rotation ?attern.

C. '~1echanization and E:nolo'nnent

~ech~ization is viewed by top E~rptian officials as a prizary

means of mode~izing agriculture and increasing production. ~~erience

else~here raises serious fears that it may instead increase ~~ral un

emploYQent and push more peasants into urban areas that are not ready to

absorb them. rne ~~o issues of mechanization and employment are ehus

clearly linked.

~olo~ent: Despice consideraole study 0: Egy?ti~~ agriculture I

includL~g several studies supported by A~. the critical ques:ion of the

level of ~~r~l un~?lo~ent and under-employ:nent ~emaL~s an issue. ~ie

-:oc-.. •

-
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bare figures-four tllillion agricultural families on si:c 01111ion

feddans--suggesc a high deg=ee of unemployment. '~any sources,

however, ~cluding the fa~ers thecselves, cite a se~ere labor

shortage. Officials ~ Upper Egypt cite the labor shortage as a

pr~e cause of falling sugar cane yields. Evidence is strong that

wage rates are climbing rapidly, at least during peak periods,
,

doubling or even tripling over the last ~Jo-year period. Prior

to 1914, t~e agricultural wage bill was fairly stable and the

real wage bill registered a decline in the 191~915 period.

Various effor~s 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 estimates, how-

ever, support the view that unemployment is considerably above· the

official figure of 1: in 1912. Labor availability (adult male

only) is roughly 1,200 million man-days annually, compared to a

total annual ~equirement of 720 million ~an-equivalent days

according to one ~ecent estimate, implying a 4Q% under-employ:ent

=ate. Estimates based on the ~age bill and the daily wage suggest

a 60~ ~~d~=e:?lo~ent ~ate among wage laborers. Over ~he year, un-

emplo~ent varies, out an !LO estimate suggests a 28% unemplo~ent

rate at the peak season for adult males, with rate as high as 817

during off-peak periods.1f r..e same author finds the shortage of

female acd child labor to be far more constraining than the supply

of adult tllale labor, although other studies do not necessarily

suppor~ chis conclusion.

1/ Manoower and Emolcvment in Arab Count~ies: Some C~i~~C~l Issues,
·L..ternational La~cr Otfica, Gene'la, 1.976.
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All of the studies have ~echodological proble~, ~cluding

the failure to address illness and off-farm emplo~rment. So~ever,

che evidence clearly suppor:s the chesis thac Egypt is a labor

surplus country wieh a large and growing unemployment problem.

faced with t~is realicy, what solutions can we identify?

As argued abO\eo land rafonl, rural industrialization and ne'-t lands

expa~sion will not solve the problem, though each can ~ke a con

tribution. Intensification of ~~e cropping cycle cannot bring full

employment either. If ever, faddan in the old lands were triple

cropped wi~~ vegetables, 10% of the mal~ labo~ force would remain

unemployed•. !his level of intensity, furthe~ore, is clearly un

realistic. A ~ore attainable goal of transfa=ring perhaps one-hal:

of the grain acreage to vegetables o,,;ould create a d'eomd for an

additiona~ 272 million man-days of labor, the equivalent of 900,000

jobs. !n addition, provided markets could be found and developed,

intensification would spread labor d~d more evenl~ over the year.

Thus, expansion of fr~it and vegetable pr9duction deser/es strong

consideration in any stracegy for agricultural development, toget~er

with.~easu=es to a~~ieve ~c=eased g=a~. yieles which a=e a

prerequisite to large-seale intensiiication.

Mechani:ation: The employment l.5sue is i..t1ma:a1y lizlked

with the choice of te~~nology for agriculture and, particularly, with

mechanization. The abuve estimate of labor demand and unemployment

are ~d:~~ted on the current level of ~echani%ation. !f, as the rural

labor fo:'ce contir.~es to gro'''', joes are elimi.'lated through mechaniza

tion, the political and social stability of the r~ral sector will be

seriously t~rea:ened. !he issue ~a'l je res:acad as c~o issues: (i)

wbat is the price of ~achanization in ta~~ of jobs eliminacad?; and
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(ii) Is ~echani%ation worth the price, i.e., will it pe~it production

increases or reductions in total cost that jus~iiy it despite the ex-

pected job loss, if any?

!he answers to these questions depend on the type of mecnani:a-

tion envisaged and, equally importantly, the ~ay it is carried out.

On one extreme, ~orld experience indicates that t~actors d~splace labor

without necessarily producing increased output. wbecher this ~ould be

the outcome in Egypt is still under study. At the other extreme, small,

hand-operaced equipment can have a significant i:!1pact on yields in an

inte~sive agricultural system, ~hile displacing relatively little labor.

Specific types of mechan1%ation suited to Egypt's unusual conditions,

such as mechanization of on-farm ~ater lifting, may reduce costs while

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 worker s.

The policy implications of these issues for AID cannot be

divorced from the dynamics of change occurring ~t present in the agri-

cultural sector. In particular, the rapid pace with which mechanization,

and s?ecilically tractorization, is already proceeding suggests that some

of these questions are, in effect, moot. The issue is not whether to

mechanize, but how to me~~anize, how to restructure the ~'isting insti-

tutions to Q~~imize the economic benefits, while holding employment

losses and concentration of income to acceptable levels.

a. Old Versus ~ew Lands

Analyses of the relative return to prospective invest~ents in

the old and new lands consistently conclude that the old lands prOVide

a hi~her potential return than further new lands deve:op~en: at this

tiwa. :his conclusion, which is generally based on ?rofessional
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judgment rather than hard cost comparisons, reses on the potential

for fu.:her increases L. yields as ~ell as crop value per fedean

(not ne~essarily ~~e same, given shifts ~ cropping patterns) in

old lands agriculture.

!he critical criterion for selecting an investment strategy

is ~at of ~~imizing total returns which usually requires maximi-

zing the productivi:y of the scarcest resources. In Egyptian

agriculture this generally means applying relatively plentiful labor

and ~ater to limited land and capital. Since yields of major crops

are already qui:e high by ~orld standards, it can be argued that

real sector gro~th gains will only come from either a shift in the

cropping pattern to higher-value crops, or from investments in the

development of "ne~" lands. wnile there is some validity in this

argument, it should also be recognized that even relatively small

percentage increases in per-unit production from ~~isting lands can

be significant. For example, a 5% increase in average maize yields

would enable farmers to produce the same quantity as at present
•

~hUe" releasing al!!lOS C 50,000 feddans for ocher purposes.

Since yields have not yet reached the genetic maximum for

most crops, fur~~er increases in yield can be realized. ~.ere is

also considerable potential for L.creasing the ~arketable surplus

by reducing post-harvest and storage losses and ocher related

measures. Furthe~ore, over time ic is extremely logical for Egypt

to ~ve co~ard crops 0: greater value Chat ~ximize use of abundanc

resources--f~i:s and vegecables are the obvious crops co ucilize

more labor, the year-around g=Oy~.g seasons, and abundant ~ater.

Never:hele~s, such shif:s on :he ?roduc:ion side require a oulcitude

of concommitant changes L. che input-supply and QarkecL~g systems as
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are probably ~possible ana certa~7 ill-aavised. aather, a

necessa~ inf=ast=uct~re se~s appropriate.

0;1 tbe queif:::cn 0: ::e~ lands, the oasi: ques::'on is one of

re~u:n on i:l'le5aent. At e:e ~ment ehe evi":er.ce is :hat vertical

~~ansicn :rom ex~t~g lands provides a greater return than hori

:Q~ta1. c."Qansion of nerN' lanas. Ci'fen C-:.lrrent reclamation COStS and

cropping ~tensities, for ~~ple, it ~oul~ cost LE 50-100 ~illion to

recJ.ai:l t."1e la:1d saved by the 5% uize yield :.nc=ease suggeStea above.

~evertheless, at soae po~c ~ ene future chese relati~e rates cf re-

turn ~ill chanse as productivity approaches biological l~i:s on ol~

lana~ or as ~elacive land development cOSts decl~~e. Therefore,~,

anticipation. of su~~ possible shifts ana in recognicion of the need

to increase absolute production, cer:a~, ne~ lands development efforts

are ~ar=anted as :odels for ~ansion ana sources of inio~-ation on

probl~ and feasible cethods for new lands development.

To date, A!D has emphasi:ec efforts to.L,crease old lands

produc:~rity despite the potential for long-range saL~ and pclicical

'l:'si.bi1.i:-/ :roo :le~ lands l.:lvestments. Thus, :hers has been an i:l

c=e~g 5~1.: ~e~~een :he ~9hasis 0: the ArD-suppor:ed program ~C :ha

COE's statad prior~:ies. ~nile ArDis old lands prograc :ay ~a_l ?r~vide

a dasi=able counter-balance to ever-emphasis oy :~e COE en ne~ lands,

COE in:eras~ 1: A!D ~volvemenc in land reclamati~n ramai~s strong.

In response to t~e COE's ?riori~ies and .i:~ a long-~~ v~a~, i~ see:s

a?9~o9riate Eor AID to ~~dar~ake ne~ lands ac:~vi:ies that are care-
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!. Invest:ent Levels

3:, ·any ~r-iterion, agriculture receives a disproportionataly

low share of public i~vestment. Only 7% of GOE invescwent in 1975

was directed to agriculture, which produces 25~ of GOP and provides

nearly one-half the employment. The Five-Year Plan would increase

f thls amount only slightly, to 8.6%.

Within agriculture, the pattern is also one of a dispropor

tionate lack of emphasis on the sub-sectors responsible for most of

the production, i.e., the old lands field and ve~etable crops. New

lands and livestock project will absorb most of the investment in

irrigation and drainage.

The absolute level of investment in agriculture, which

reached LE 42 million and 99 million in 1975 and 1976, respectively,

'Jill 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, ~ompared to a 20~ invest~ent rate in the

economy as.a Whole. Furthermore, private investment in agriculture,

according to official figures, has been minimal. Information on

invest~eot in rural development aside from agricult~re is unavailable.

Planned AID activities would substantially increase the level

of invesonent in agriculture. AID investment proposed for FY 1980 io

agriculture itself (not including rural development, infrastructure

such as grain storage, or agriculture-related ir.dustry such as PVC

pipe manufacture) totals Sl10 million (LZ 77 million). this r~ises

the question of absorptive capacity, that is, whethe= the 2gY?t~ar.

economy and the Egyptian Governmen: will be ab_e to utilize this

level of assistance effectively.
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!here is little doubt that the rural economy as a ~hole

can absorb ::lore i."'1vest::.ent resources proct.lc:iv-e17. Rura.l inf=a-

structure and ~~al i:dust~l both are in need of large invest=~~ts

beyond those foreseen by the Plan.

!he absorptive capacity of the implementing agencies,

par~icularly the Got bureaucracies, however, is some~hat more

o~en to question. Egy~t does not suffer from a lac~ or trained

manpo~er (if anything, it would seem at times that there is a

su~lus of i.~dividuals with formal training). Ho~eve:', the

organization of this man~ower into efficient organizations and

the establishment of i::tce."1tive systems to promote change and

innovat10nhave lagged behind the gro~th of needs to oe served.

For this reason, many of' ArD's programs need to be oriented

toward building u~ the institutions active in the rural areas

in order to transform them into a more effective conduit for

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

tion of the proposed invesonents will not oose a problem.. .
tv. STRATEGY OPTIONS

A. Int=oduction

In certain respects fo~ulacing an assistance strategy

for the Egyptian agricult~ral sector seems relatively scraight-

:o~ard. L~e limited land resources, the small average size

of land holdings, a growing population, a rapidly increasing.

food deficit, and the continued economic iQPortance of the

agri~~ltural sector as an employer, export earner and supplier

of raw materials as ~ell as food strongly ?oint to a strategy

emphasi~in; grout~. Also, ~ithout a highe:' agricul:ural growth

rate t~an =ecently a~~ieved, overall development tar6ets are ~ot

lL~ely to be ~et.
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tIawever, there are serious ques-cions tJhether cur-rent GOE

policies such as comcodi:y p-ricing to generate Government revenues

or maL~tain low urban food ~rices. mandato~1 public sector employ-

:ent of college graduates, subsidies on major food items and low

levels of invest::l1enl: in the sector r.rUl allow a very high level of

agricultural grow'Ch. !here is also uncert:aL.ty regarding the capa-

oility of the eXisting institutional structure to meet the needs of

a dynamic sector. Furt:he-r, the existence of large numbers of land-

less laborers, sizable· diiferences in incomes and levels of l~vi.'lg

among groups in the sector and variations in the incidence of costs

and ~enefits among activities, also indicate that equity considera-

tions cannot be disregarded.

Finally, the activities of other donors, the capability of

thi! sector', or sub-sectors within the sector, to absorb resources

effectively and GOE priorities and plans must be considered. Thus,

~ spita of apparent simplicity, any rational assistance strategy

for the, E:gyptun rural. sector will need to aUS"ler a range of

questions and include elements dealing with a variety of constraints.

In light of the factors and situation mentioned above, we era

proposing to follow an emplo~ent-orientad growth st-rategy. In basic

te~ this strategy, detailed in the follow~g section of this paper,

seeks to accelerate agricultural sector gro~h via, end as a means

of, Opt~al labor utilization. The action elements will acdress polic1

questions, institutional wea~.esses and technology requirements wi:hL'l

a framework of equity consi~erations and efficient resource use. ~ie

starting poL'l: will be the cur-rent core of projects from which a

second generation or activities will be developed.
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In arriving at this comple." strategy a number of rela-

tively s i:lplar options '..era considered and rej ec ted as ir..adaquate.

~evertheless, ~e believe a brief discussion of the most reasonable

of these strategies is useful, including perceived positive and

negative features~ ~ order to clarify t~e choice finally ~ade.

B. Production Focus

!he first~ more narrow, option considered ~as a produc-

tion strategy. As ~dicated above, Egypt has oppor~unities and

needs to increase ag:icult~ral output. !he US has proven

~ertise in achieVing high production levels. AID could tap

this ~~ertise and directly assist in increasi~g production,

either geographically through integrated area development programs

that ~ould include social services, small-scale L.dustries, etc.,

or on a crop basis through comprehensive programs encompassing

research, extension, credit, input supply, marketing, etc. The

majo~ advantages for AID for such a strategy ~?uld be the quanti

fication of effects in production terms, the bffsecting of claims

that AID is. haVing little visible effect in the ag~icult'.1ral sector,

t~e opportunity to concen:=ate ~eSQurces ~ order to have a signi=i-

cant impact and a probability that "new directions" could be closely

foll~..ed through a focus on ~ell-identified target ?opulations.

Projects on a geographic basis could also strengthen GOE

decentralization efforts.

But ~hlle the option has advantages it is based on certain

assumptions and contains several possible disadvantages. The

strategy assumes that constraL~ts are solvable on a crop or area

~asis. :or ~.y probl~ ~~is may be true but larger problems,

e.g., ~ational pricing and ad~inistrative ?olicies, are also

•
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~po~anc and can only be treated at a larger level. It also

assumes the exiscence of sufficienc and accurate data on which

-:0 formulate detailed ?lans. Experience indicates this is not

the case and that a ~ather lengthy data collection phase ~ould

probably be necessary. There are the implicit assumptions that

required national infrastructure is in place and working or that

it is not needed. Again, there is evidence to the contrary

implying a need for additional types of assistance. Finally,

the alte~acive assumes a distribution of benefits that may not

occur with an emphasis only on produccion.

!here are also problems of cost, if implementing the

strategy means existing projects would need to be abandoned or

substantially modified, and of the time ~equired to plan complex

production efforts. Finally, such an option might require an

immediately unattainable degree of GCE restructuring since many

functions that would be involved are currently not administered

on a geographic or a commodity basis. •

---.......... ..- ...•.
~~ 0;
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C. Infrastructure and Institutional Option

At a~ost the other extreme from a direct production

focus would be a physical and institutional in:rast~cture

strategy. The rationale for such an OPtion would be that a

basic infrastructure must be in place to allow agricultural

growth to occur. If the support structure does not provide the

farmer with necessary information, off-far.n inputs, marketing

channels and other ser~ices, production gaL.s cannot be expected.

~ ~gypt, despite large ~umbers of organizations and personnel

and c~nsiderable physical infrastruc:ure, it is clear that the

rural population is often not well supplied with needed services.
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The institutional and physical infrastructure has serious

physical, organization and operational gaps.

Activities co ameliorate these problems are a prere-

quisite CQ sustained development and hold the promise of

significant long-run returns. Until these problems are solved,

or at least reduced in magnieude, the more production-oriented

or other development efforts may be difficult to successfully

imple:lent.

A significant problem for a purely infrastructure

approach is that of demonstrating the effect of ~provements on

the rural poor or small farmers. The beneficiary population will

largely be members of the infrastructure system with only secondary

benefits for the rural populations. There is also an assumption

that the physical presence of institutions and infrastructure is a

necessary and adequate condition for development and production

growth. Obviously, this is not always the case since existing

infrastructure is not working in all ins~ances. Finally, the

institutional problems may be of such a magnitUde and persiscence

that mea~~gful chan;es over a ~ide front in the available time

frame are not possible.

Advantages of an infrastructure option are its tangibility,

AID experience with institutional development and GOE interest.

Also, rather large sums could probably be ~~ended with little

ellff icul ty.

D. Beneficia~J Focus

A third alternative strategy :or agric~ltural developmeat

would be a beneficiary focus or start~~g from the target ~opulation
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and working up to projects rather than vice versa. Obviously, all

AID projects are concerned with who the beneficiaries are, but there

remains a tendency to emphasize activities rather than the incidence

of benefits. Thus, projects may exacerbate inequities to a greater

extent than necessary, or fail to reach expected beneficiaries,

recogniZing that in mose projects it is difficult to ensure that

all benefits accrue to the particular target group:

The necessary first step in this option would be to pre-

cisely identify the target ?opulation. Given AID concerns and

directives, this ~ould be landless laborers, smaller farmers and

the rural poor. However, identifying and isolating these groups

to the extent that they can be worked with could not be easily

accomplished. For the landless laborers it is doubtful if any

agricultural development programs can raise their level of living,

as a group, to that enjoyed by landed farmers.

Obvious advantages of this alternative are the adherence

to "ne'" direction" mandate , the promotion of 'social equity and
•

the direct.impact on people. Problems could arise in planning

and implementing development programs of any sizable magnitude,

in focusing GOE efforts in this direction and in having a

measurable impact within the given time frame. A geographic focus

would almost certainly be required from an administrative and

monitoring perspective.

v. PROPOSED ASSISTANCE STRATEGY FOR THE EGYPTIAN AGRICULTUR.-\L
SECTOR

A. Strategy Description and Rationale

Based on our analysis of the issues, of what is desi~able

and feasible in the agricultural sector, and the judgment chat a
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broad approach is necessary, we propose to follow an employmen~-

oriented growth strategy. More precisely, we will ~ursue a strategy

that supports the optimum utilization of labor in the acceleration

of growth of the value of agricultural sector production. Under-

lying the strategy are the two basic tenets of more efficiently

using available resources, parti~ularly labor, Eor agricultural and

off-farm rural growth and of seeking to ~?rove the equity position

of currently disadvantaged rural groups.

The strategy does not aim at making Egypt self-su:ficient

in food production nor does it necessarily seek to reduce the food

deficit. The emphasis 1s on effici~nt 'use of resources which,

given Egypt's geographic location and resource endow~ent, probably

means a gradual shift to higher-value crops produced With additional

quantities of labor. Over time, if relative prices so indicate,

Egypt may impor~ a growing quantity of foodstuffs but with the

expectation that this would be offset by larger sales abroad of

traditional or new export crops. Nevertheless. given the vagaries

of international food markets and an Egyptian-desire to grow a

certain minimal quantity of basic foodstuffs, increasing the pro-

ductivity of land units under food crops in order for the same or

higher production levels to be achieved from f~wer feddans with

land released for other purposes will be a strategy component. A

key element in ~king the gradual transition to higher-value crops

will be the availability of necessary infrastruc~ure.

The rationale for this strategy follows from the almost

classicial development situation encountered in Egypt. The
1

l~i:ed land and capital resources, low sector growth rates, the

pool of unemployed or underemployed labor and the ~prooabillty
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tnae the urban sector will be able to provide employmene opporeuni-

ties for both rural and urban sector increases in the labor force

indicate a need for growth in the rural sector if rural sac tor re-

sidents are to attain higher living standards. Agriculture, as the

maj~r employer, producer of raw maeerials and consumer of off-farm

inputs, must be a driving force behind rural sector as ~ell as

national growth. However, since Egyptian agriculture, even under

the most optimistic assumptions regarding labor use, cannot pro-

ductively absorb available labor e~cept at certain periods, there

is also a need to stimulate off-farm rural employment, probably

stareing wich agricultural product- marketing and processing and

manufacture of off-farm inputs for use in agriculearal production

activities.

Fortunately, what appears reasonable and feasible for the

agriculeural sector in terms of resource-use efficiency, appropriate

production mix and target growth levels, also seems desirable from

the social equity prospective. As indicated th" the issues section,
•

there is not necessarily a trade off between growth and equity. In

Egypt, agricultural growth can come from the small land-holdings

"owT.ed by £all farmers, and necessarily muse, since nearly all far:ns

are small. ~ithout growth, we believe there is little likelihood

of an increase in employment or equity in agriculcure due to the

small holdings and low existing income levels. With growth, we

believe opportunities will exist.

A final consideration from an equity perspective is the

potential of the proposed strategy to positively affect significant

numbers of people. Production increases in food crops per ~ lIIay

have only ~1mited ~pac: on rural and urban consumers because of
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the extensive food subsidy programs already in operation,

utilizing domestic and imported food supplies. People are not

severely mal- or ·~~dernou~~shed. Producers, however, ~ho are

able co grow additional crops on land released from food produc-

tion or to market additional quantities of food will benefit.

Since vir~ually all farm operators in Egypt are already beyond

subsistence production, this ~eans a potential direct effect on

upwards of ten ~illion farm-family ~embers. For landless laborers

the major direct impact will be through higher incomes from addi-

tional employment oppor~ities. A reasonable target is 15% of

the landless laborers, in the coming five-year period, benefitting

from additional employment and obtaining higher inco~es. Of

course, in addicion co the above direct effects there should be

numerous multiplier and secondary effects as additional money from

increased production flows through the rural areas.

Three pocential and ~terrelaced barriers to the Eeasi-

bility of additional labor use are che avail~bility of labor eo

perform certain operations during che opcimal time period, the

price of labor and the GOE's Willingness to allow prices co ~eflect

real scarcity and return situations. On the first issue, there is

limited evidence that at peak seasonal demand periods a labor

shortage exists (at least at the price offered). But for most

of the year, labor supplies appear to exceed demand. The obvious

solution is to apply labor-exeending techniques at peak periods

while trjing to even out and increase overall labor utilization.

Very selective application of additional energy and shifts to more

labor-intensive crops or crops having different seasonal labor

requirements are indicated. .\leering production practices and



raising the production of ~ore traditional crops might also have a

positive effect on em~loyment, e.g., additiona~weeding might be a

factor or additional labor might be required Eor harvest or posc-

'harvest' 'handling 'of a larger crop.

Closely related to labor supplies and the increased utili-

zation of labor is the cost relative to productivity. While the

marginal productivity of labor appears to be positive, it is less

clear as to the extent that margL~al output exceeds marginal costs.

Some data seem to show that the rising wage rates have seriously

reduced labor use. This ~ould indicate a need to increase labor

productivity if labor wage rates are to be raised and if labor is

to be a cose-effective productiyn input. It is also unlikely that

technological improvements alone can provide the growth judged de-

sirable in the sector (roughly 4% annually). Productivity must be

raised. Onder free factor market conditions it could be expected

that part: of any additional productivity would be returned to' labor

in the form of higher wages. In sum, there ar~ production, employ-

ment and equity reasons to seek greater labor· productivity.

On the third potential barrier, that of Government price con-

trols, subsidies and allocations of certain inputs co cereain crops

distort relative returns and may encourage the substitution of

cereain inputS for labor. ~nile there are obViously broad considera-

tions in the removal of controls, and there is no guarantee chat com-

plete removal would provide optimum social-welfare benefits, a selective,

if not complete, removal of these cont=ols, which as ind~:ated earlier,

extract a surplus from agriculture, should be considered. ~ithout rnodi-

fications or removal, it is clear that encouraging the use of additional

labor :aces additional constraint.
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B. Tactics

But what does the strategy mean for US assistance? wbat

is required to generate g~owth in produc:ion, in labor product1-

vity, in output per unit of scarce resources and in employment?

On a gene~al level we believe implementing the strategy requires

simultaneous effor~s 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 cer~ain degree of synchronization

is necessary, i.e., technology requires a suitable policy frame-
,

work for adoption just as sound policies need technology to

produce results.

We believe the strategy also indicates that AID cannot

and should not attempt to address all technology, policy and

institutional problems and all constraints at all levels. The

taceic must be to focus on seleceed problem areas and on relieving

important agricultural constraints in those areas. The tactic musc
•

also acknowledge chat not all constraints co g~owth are immediacely

amenable to solution, many are coo large to address ~ithout better

information or can only be addressed sequentially, ecce Therefore,

a selective, phased approach over tice with shifes in relative

emphasis is indicated. ~ore specifically, certain pre-conditions

muSc exist before much growth or employmene can be expected.

Necessary infrastructure must be in place and operating, info~ac10n

and technology must be available, the policy environment must be

favorable. Consequently, our shore-term tactics will largely

concentrate on establishing the base for follow-on activities which
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will be more narrowly and precisely directed at generat~g gro~h

and ~mployment. Thac is not to say that current activities will

not directly impact on growth-and employment, but the degree ~ill

be less than can be expected in subsequent activities to be

started four-five years from now. But even at that point, atten-

tion will still need to be given to policy, technology and infra-

structure to ensure that the environment continues to be suitable

for the growth/employment strategy.

In terms of the functional areas described in the AID

Agricultural Policy Paper of June 1978, our tactics presently

concentrate on planning and policy analysis and development and

diffusion of new technology.~1 However, each of the other areas

is also addressed either by smaller elements in current proj~cts

or will be in proposed projects. As ~e move to new activities

we expect to put. increasing emphasis on ~sset distribution and

access and on the bro~d area of marketing, storage, rural industry

and credit as the GOE develops capacity to ha~dle the other areas.

Turning to agricultural policy, the first of the necessary

bases in our strategy, we propose multiple efforts carried out L~

a sequential manner. The first ~hrust ~ill be ongoing direct talks

and discussions with key Government of:icials on critical ?olicy-issues. The PL480 self-help measures plus our overall assistance
...-----.•- .. .~~_.. c......",.~ -" --_••- -v--. ~- ..--_-..........~ :..... -:;.--

program will serve as springboards for these discussions. However,_------------$,..... .. ~...- .. --=- ... - .."4 ..... ;
since we do not have firm answers on precisely what the changes in

~/ The five functional areas are: (1) Asset Distribution and
Access, (2) Planning and Policy Analysis, (3) Development and
Diffusion of ~e~ Technology, (4) Rural Infrastructure, and (5)
Marketing and Storage, Input Supply, ~ural Industry and Credit.
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policy should be in many areas nor are we in a position to insist

on changes, ~e will first seek co have certain policies reviewed

by the GOE, and necessary s~udies conducted to allow adequate

assessments and formulations of policies more supportive of pro-

duction growth and employment. We 'Mill be prepared to prOVide

funding for the studies. The first pol~cy area we propose for

examination is input and output pricing followed by that of GeE-- ..._~.-....., ~.. .- - .. ..--...----

invesonent levels in the sector. Subsequently, over the next cwo-----------...,..__..._-_-.... ~-~"",---._ ..':'... -.. .- - ..

years, we will seek t2... !:,~~~~ention on credit policy, mechani-
-~ ... -..- ..... -- ... ~ - -

~tion policy, livestock production policy and export crop policy,---- ..' --_.-.- - .. -......... _.. .. ...__ .. - ...~ -- ':._--...-.._ .. ~ .. - ..-- ..
Beyond these areas, we are reluctant at this time to identify addi-

tiona! specific ?olicy areas for discussion since world markets and

conditions will be very'important factors, but we will seek a con-

tinuing dialogue on major policy problems at appropriate

Government levels.

The second thrust of our planned strategy to influence.
policy is through the assistance projects that are undertaken •

.....--_......._--_..- .- . ....,.-...-... ------ ......-.-.-.--

Nearly.alL ongoing or' planned projects will generate information

of potential value in decision-making on policy issues. Some

projects will seek to develop information directly focused on

particular issues while other projects will provide information

less directly relevant to policy for.nulation. Nevertheless,

since ongoing and proposed projects cover a Wide-range of

important areas, the opportunity will exist for continuous

engagement in policy discussions with key individuals from

concerned ministries. While many of these policy questions may

be project-specific and narrowly-rocused, we believe they w1__

often provide an entre~ for large issues, As we start to
'"
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evaluate p~ojects additional oppo~tunities to discuss and

influence policy will a~ise and will be ucilized.

It is apparent that influencing ag=icultural policy

will not be easy. and that rapid d~amatic results cannot be

~~ected. In almost every instance, there are my~iad factors

to be considered, extending ~ell beyond the agricultural secto~.

before a decision is reached.· Our hope, ho~ever, is that move-

mant toward policies providing greater p~oduct1on incentives to

p~ivate fa~ers, and which relax Government intervention in the

sector, will be apparent within the next th~ee years. We also

expect, in areas such as mechanization and livestock where no

clearly' articulated policy now exists, that more clear-cut

objectives will be set forward within five years.

In the second basic area, that of developing or adapting

new agricultural technology, where we believe the problems are

somewhat simple~ and mo~e directly amenable to US influence, our

almost exclusive thrust will be via spe~ific ~rojects. We are

""already, or shortly ~ill be, providing assistance in a large

number of impor~a~t agricultural constraint areas. Adapted

technology for i:mediate use by farmers is an ~xpecced output of

several projects. The project designs generally reflect expert

jud~ent that the assistance inputs can be ex~ected to produce

the technological advances. While the level of advances cannot

be precisely ?redicted Eor specific crops, we are confident that

the projects, once under~ay, will result in measurable and si8-

nificant changes wit~in a five-year period. As L~dicated above,

in land-short Egypt, even small changes in per-unit yields can
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release sizable acreages for other crops or uses. The focus of

our efforts is on technology development for the major crops in-

eluding the establishment of links with in~ernacional research

centers in order to maintain a flow of technology in the post-

project period. With the existing availability of Egyptian

scientists and of reasonably successful research programs, inputS

in these areas can be expected to provide significnnt returns.

Alter ~~o to three years, once currently planned activi-

ties are under~ay, AID may also wish to consider research assis-

tance for certain non-major food crops, e.g., vegetables or fruits

for domestic consumption and export. 3ut for che moment, the

opportunities and returns seem l~<ely to be highest from the

major crops.

The third area of concern, infrastructure, consists of

both institutional and physical ele~ents and is and will be a

major component of all efforts cur~ently unde~Jay or planned.

The main emphasis will be on institutional erements such as

operating procedures, trained staff, a set of organizational

objectives, etc., but new or renovated physical structures will

be needed in certain L~stances. Fortunately, Egypt has a core

of personnel and facilities on which to build. The task is t~at

of revitalizing and adapting the syst~ co meet the needs of

small farmers. For each organization, the exact problems and

the compl~~ity differ, but, generally, improved efficiency and

better lL~ks within the bureaucracy and be~Neen the bureaucracy
•

and farmers are needed. Specific ?roolems are chose of poor

ir.:o~.acion flow co and :rom the farmers, low salaries, an e~cess

of personnel and a lack of plannL~g. We cannot affect salaries
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and staff numbers ~~cept through policy discussions, but infor

mation flow and planning can and ~ill be addressed. The method

·proposed is a ver:ical crop ap?roach ~hich includes attention to

both research and extension and the establishment of ins~itutional

links becween research and extension. !he lack of this par~icular

linkage has been identified in the ?as~ as a severe problem and a

constraint to information flows. As indicated, we propose to help

overcome that problem, initially on a crop basis ~here we feel it

is more manageable, and perhaps in the long-term (four to five

years) on a more aggregate or horizontal level. We ~ill also seek

to ensure close coordination between different crop projects, in

areas such as extension, to lay the groundwork for possible later

horizon~al efforts dealing with more general research and extension

problems. By the end of the five-year period we believe that

significant experience ~ill have been gained and the necessary

rudiments of an effective organizational structure ~ill be in

place to permit refinement and expansion via.follow-on activitieS.

Similarly, several activities will deal ~ith the institu-

tionalization 0: data collection and data-based planning capability.

We will seek to increase overall MOA capabilities in these areas as

well as the ability of specific MOA and other Ministry divisions to

collect and utilize sub-sector data. Without this sorely lacking

capability, ~proved information flow means little. Within three

years we expect to see major improvements in this area, enabling

much better ?olicy and project ?lanning.

c. On20ing or ?roposed Projects

Before examining t~e particular projects to be used as the

primary vehicles :jr implementing the strategy, previous general
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comments on phasing need to be reiteraced and axpanded. The

current group of projects ~ighc be viewed as a oasic core of

activities establishing a minimum sec of necessary conditions.

From chis core ~e will move in che direccion of specific growth

and production activities ~hich emphasize employment and equity.

However, changes in project cype will not be immediately apparent.

Tyo years from now, c_he ..~gri~ul cu~al_l'_r~~ram tJill look largely as___ ~_4.. - ... ."- -.--
ic do~_cqday, excepc chat the current plans should be reflecced

in identified projects under preliminar; design which will ~ore

directly affect employment through production efforts and which

will build on che inicial years of experience in a number of

areas. Wichin c~o years we do expect Chat certain policy issues

will have been resolved,' resulting in a more posicive policy

environment. We also expect che Ministries of Agriculcure, Land

Reclamation and Irrigation Co increasingly evidence a capabilicy

to plan for che fucure. The Ministry of Agriculture's Commiccee

for Foreign Assistance is already aware of che n~ co betcer
•

coordinate assistance and of the need to-provide a better overall

framework inco which Co fit assistance. Five years from notJ, we

expec: to find ourselves able co serve more as a financing organi-

zacion with the Egy?tians assuming more of che planning and

implemencacion responsibilicy. But we will wanc to retain adequace

flexibilicy to seize on cargets of opportunicy thac may arise

wichin our general st~acegYt i.e., agro-indus:~ projects, intro-

duction of a par~icular ney crop, etc., and which still require

policy, technology or infrascructure assistance in a production

concext.
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Comparing the strategy and tactics with ongoing USAID-

suppor~ed activities reveals a good deal of consistency with no

need of major modification. The ?rojects in Rice Research and

Training and Major Careals seek to develop, for extension to

farmers the varieties and technology necessary for production

increases. Similarly, the Water Use and Management project,

through a research and development effort, addresses the question

vital to production of how to use irrigation water efficienctly

on the fa~. Management systems developed by the project could

and should affect the production of almost all crops. Small

Farmer P~oduction is focused on developing a system whereby small

farmers can obtain the inputs they need to raise production of

all crops grown. Aquaculture Development and Poultry Improvement

have both production and research components with an important

concern in amassing the data necessary to plan an expansion of

swall farmer production capabilities fo~ fish,.eggs and poultry .

•Agricultural Development Systems proposes to use research-

generated data on selected topics as a basis for pilot programs

to develop Ministry skills in policy-related research and as an

input into the decision and policy-making process. Possible

production and employment effects will be major criteria in

dete~.ing which research to undertake. The Agricultural Mechani-

zacion project will focus on efficient resource use, resea=ch and

production while maintaining a concern for minimizing any labor

displacement in attaining production gains. Small-Scale Agri-

cultural Activities seeks to introduce and adapt appropriate

technology items ~ha: will positively influence production,
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marketing or processing praceices. Cooperativ~ Marketing aims

to develop a replicable model that will provide more lucrative

and e~?anded marketing 0990rtunities for small cooperative pro-

ducers of fruits and vegetables, thus stimulating production.

Finally, Agricultural Management Development seeks to provide

GOE personnel with management training that will enable them to

more effectively car~y out their administrative functions. All

the projects contain institutional development elements.

For the ~ediate future the strategy is to continue

existing projects which, the evidence indicates, are correctly

targeted, promise significant direct returns, and will se~le as

a base for follow-on activities. In addition, and still with a

direct or a facilitating production with employment focus, we

propose to develop a ~w Lands project. This project will seek

to develop a new lands area while ~~imizing the number of viable

settlement units, to raise an existing reclaiced area to a pro-

•
fitable level, to provide services to a third area and, in

achieVing these objectives, to serve as a demonstration of what

is~possible ~i:h th= us~ of effective methods.

Further in the future several other areas will be con-

side red for assistance with decisions based on other donor acti-

vities, Government actions, resultS of earlier projects and

potential significance. The first of these areas is in the

livestock sub-sector. To date. we have been reluctant to become

involved because of uncertainty over Gvverr~ent policy, other

donor activities and uncertainty over the role that livestock

production should play in this land-short country. As a
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labor-intensive undertaking livestock production 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 decision about possible areas of livestock involvement.

A second area of probable assistance is oilseeds. Egypt

is currently importing significant quantities of vegetable oils.

Acreage under soybeans in particular is· increasing rapidly.

There may be a future need for assistance in research. production

or processing of soybeans or other oilseed crops. An oilseeds

team now in the field should provide much of th~ information on

which to base a decision.

It is also probable that in the future ~e will develop

•
one or more production activities based on the 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 ~rom existing projects.
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Finally, i~ may be that opportunities and requirements

~ill flow from the analyses to be p~vided from the Agricultural

Development Systems ?~~ject. These as yet cannot be specifically

identified, but we will wish to retain a fair degree of flexi-

bility to meet new ~equirements. In parcicular, we will be

interested in projects which hold the possibility of policy

'influence.

Not included in the above discussion a~e three other

concerns whi~~ may be elements of individual projects but 'Nhich

we feel also merit special concern and attention. rne first of

these is appropriate or adaptive technology. While a small

project is being developed specifically in this area, AID intent

is to emphasize appropriate technology in all projects. Addi-

tional funding for the manuiacture of appropriate technology

items may be an attractive possibility.

The second special concern is agribusiness. AID believes

US L~vestors are uniquely equipped in certa~~ areas to contribute
•

to Egypti~ development, particularly in ·food processing, produc-

tion fo~ expor~ and expo~t marketing. Land reclamation and

development may be an add~tional requirement. AID will seek to

facilitate and encourage US private secto~ inves~ents in agri-

business through feasibility studies and financial assistance.

The final special concern is women in development. Women

in the rural sector play such a multitude of roles ic is necessar]

to evaluate the effects of change on a case-oy-case basis. ~ever-

theless, within the existing socia-cultural constraints AID ~ill

seek to max~i%e t~e involve~ent of women in the development

. ;~-



/.

.... .
- 64 -

process and M3ke additional efforts ~here necessary to ensure
•

their active involvement. This may require special projects

focused entirely on ~omen.

D. Funding and Implementation

While exact funding levels necessar-J to implement ~he

strategy cannot be identified due to the uncertainties over other

donor activities, progress in existL~g projects, etc., 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 ~ell within the absorbtive capacity of Egypt and

is ~ithin the management capability of the projected US staff. Less

than these levels ~ill reduce any possible policy leverage, be

insignificant relative to the size of the problems and not fulfill

US commitments.

To implement the L~dicated package of 10-13 projects to-

taling $30+ million annually, the Mission prop~ses to rely, to the

maximum extent possib le, on hos t country cont-:'ac t5. \~-nile the

Mission witl consequently have relatively little direct technical

responsibility for project ~plementation, it will be absolutely

essential to retain technical ex?ertise via direct-hire staff ~

order to provide technical guidance to the projects as well as the

necessary administrative monitoring. A staff of 11-12 ~ith e:~er-

t15e in agricultural engineering, irrigation, agronomy, livestock,

agricultural credit, marketing, agricultural economics and agri-

business is indicated which might require an L'crease of only one

or ~NO positions beyond the current scaff level.

~.-


