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INTRODUCTION
 

The structural and institutional conditions for the devel
opment of rural Egypt which were initiated with the
 
Agrarian Reform Law of 1952 accelerated progressively

with the establishment of the Organization for Recon
struction and Development of the Egyptian Village

(ORDEV) in 1973 and enactment of the Decentralization
 
Law (Public Law 52) in 1975.
 

The United States Agency for International Development
 
support for rural development includes a project ap
proved in May, 1978, to provide the equivalent of
 
$9,160,000 "to increase the autonomous revenues of Village
 
Councils throughout Egypt in order to help develop

financial viability and developmental capability of local
 
administrations."
 

The financial component of the AID-assisted project is
 
the initial $5,000,000 capitalization of a Local Develop
ment Fund (LDF). The technical assistance components of
 
the project include a team to assist ORDEV in the imple
mentation of the project over the first four years and
 
two consultants to assist ORDEV in carrying out periodic

evaluations of the project over an initial 30-month
 
period. (Their Statement of Work is included as an
 
attachment.)
 

The evaluation consultants arrived in Cairo during March,

1979, and remained into April to assist ORDEV in a prelim
inary evaluation of the conceptual framework and implemen-.
 
tation plans for the project.
 

Since project implementation in Egypt had not yet begun, it
 
was necessary to focus this first evaluation on past ORDEV
 
experience. Fortunately, ORDEV and its parent organiza
tion, the Ministry of Local Government, have had consider
able experience since 1972 in financing Village Council

"economic projects."
 

ORDEV personnel, both in Cairo and in the field, have co
operated in this evaluation. In addition, consultations
 
were held with Governors and other technical and adminis
trative officers and with private sector managers in two
 
Governorates. The Director General for Evaluation and
 
Follow-Up, Eng. Fawzi El Ahwal, has collaborated closely

and participated on a continuing basis throughout the
 
period of evaluation and report preparation. The ORDEV
 
General Director, Eng. Ahmad El Diffrawy, also collaborated
 
closely in the evaluation process and in the formulation
 
of proposed implementation design characteristics and
 



operating principles. The consultants were also able to

share the accumulated experience of the U.S. AID mission
 
staff, particularly that of Ann Fitzcharles, in the
 
process of assimilating background information and in
 
formulating recommendations.
 

The Report which follows applies the joint cumulative ex
perience of the consultants, interacting with those men
tioned above, to a problem vital to the future of Egypt 
the building of viable decentralized administrative sys
tems and productive economic activities in rural areas.
 



SUMMARY OF FINDINGS AND RECOMMENDATIONS
 

Evaluation Report No. 1 for the Development Decentraliza
tion I Project was prepared in close consultation with

ORDEV officials by two AID-financed consultants over a

period of one month, March 12 through April 10, 1979.
 

Central themes around which the report has 1en constructed and to which detail has been added in five
 
chapters are the following:
 

1. 	The purpose of the Project, including its Local
 
Development Fund, to improve the financial viability

and the developmental capability of local adminis
trations, must be viewed in the context of a number
 
of mutually reinforcing projects contributing to a

broad'program goal of generating productive rural
 
employnent.
 

2. 	The strategy for achieving the program goal as'

recommended by the ORDEV General Director, to
 
"develop new financial and technical mechanisms for
prbmoting small scale private sector opportunities

in Egyptian villages," should be applied as soon as
possible to the implementation of the Local Devel
opment Fund.
 

3. 	The Vlllaqe Councils can generate significant

autonomous revennes and approach financial viability

by promoting enterprises which generate funds for the
special account by indirect rather than direct means
 
- that is, through leasing, joint ventures, loans
 
and most importantly the tax revenues and fees
 
derived from the generation of private sector
 
economic growth.
 

Findings
 

1. 	ORDEV has had considerable experience in providing

grants to Village Councils for the direct ownership

and 	management of economic projects. L.E. 4.0 mil
lion has been invested in 712 projects through the

end of 1977, with an additional L.E. 2.2 million in
vested in 1978 and L.E. 2.6 million budgeted for
 
1979.
 

2. 	Analysis of these enterprises shows that in nearly
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all cases net returns are low or negative, capital
 
cost of employment generated generally is high, and
 
the value added per unit of investment is low.
 

3. 	The economic projects have not generated revenue for
 
the Village Council special accounts as was antici
pated, nor are they likely to do so in the future
 
if the project criteria remain unchanged, because of
 
the fundamental handicaps faced by government
 
officials, in all countries, in the management of
 
small commercial enterprises having to compete with
 
the private sector.
 

4. 	Village Councils, however, with enhanced skill, may

be able to operate other types of economic projects

and to stimulate the private economy.
 

Recommendations
 

1. 	The Development Decentralization I Project should be
 
integrated with other rural and Markaz town develop
ment-related projects to assure a coherent and com
prehensive focus on productive rural employment
 
generation.
 

2. 	The Local Development Fund of the DD-I project should
 
be viewed as a pilot activity initially aimed at
 
testing alternative systems and procedures for effec
tive joint efforts of the government and the private
 
sector at the local level in expanding the economic
 
base.
 

3. 	Recommendations which follow immediately (4, 5, 6, and
 
7) are pertinent to the internal decisions which can
 
be taken by the LDF Board and its Loan Committee with
out modifying in any way the purposes of the Project
 
as a whole.
 

4. 	At least one of the following criteria should be met
 
for the selection of Village Council economic projects
 
to be financed through LDF loans.
 

a. 	Joint Financing. Village Councils undertaking
 
economic projects under this category should be
 
expected to mobilize half of the funds fran the
 
private sector or from their own resources.
 

b. 	 Leasing. Village Councils should be encouraged
to purchase and/or construct machinery and struc
tures for lease with the lessee given the right
 
to purchase.
 



c. 	Project Loans. The LDF Board should allow
 
requesting Village Councils to re-lend funds
 
and to add on a service charge for especially

important projects, as, for example, an associa
tion requiring supplementary funds for land
 
reclamation.
 

d. 	New Technology. LDF loans should be used for
 
economic projects fully owned and managed by

Village Councils only when a technology new to
 
the area is being introduced.
 

5. 	The LDF Board should approve loans in excess of L.E.

15,000 for projects important to rural growth. The
 
Board also should re-examine the subsidized 6%
 
interest rate as soon as practical noting that the

planned rate will deplete rapidly the Local Develop
ment Fund, will make more difficult the acquiring of

funds for expansion and will encourage projects

which tend to waste scarce capital.
 

6. 	It is further recommended that the following criteria
 
for the selection of Village Council economic projects

to be financed through LDF loans be studied further
 
and consideration then given to their application.
 

a. Joint Financing and Management. The previous
 
Scriteria 
 on joint financing leave management as
 
a Village Council responsibility. It is to the

advantage of the Council to share management

responsibility as soon as qualified private

manager/investors are identified. 
In time pro
jects can be managed wholly by private sector
 
investors with the Council becoming a silent
 
partner.
 

b. 	Industrial Infrastructure. Certain Village

Councils with adequate electric power and trans
port may have a potential for becoming micro
industrial growth centers. 
 If so, the Council
 
could develop land adjacent to its headquarters

for private shops and factories and make it
 
available on lease.
 

c. 	Decentralization of the LDF. 
 The number of loans
 
anticipated will soon justify the establishment
 
by the Board of sub-committees at the Governorate

level to approve all but the largest loans.
 
Through decentralization Village Council repre
sentatives could become more involved in
 
decision-making.
 

7. 	ORDEV should consider how the LDF might develop in the
 
future. 
The 	LDF can facilitate a more developmental,
 



village-oriented policy by established financial insti
tutions or the LDF itself could evolve into a develop
ment finance corporation. In either case, it should
 
adhere to operating procedures as close as possible to
 
those of a development finance corporation.
 

8. 	The ORDEV Rural Development Center1 should be estab
lished immediately in interim facilities, and the
 
following actions given priority:
 

a. 	The staff with the assistance of consultants
 
should conduct a series of seminar-type training
 
courses leading to a basic syllabus for indus
trial administration.
 

b. 	The Center should reach a population of elected
 
and appointed officials plus existing and poten
tial private sector entrepreneurs by a variety
 
of courses, derived from the basic syllabus,
 
given at the Center, Governorate and Village
 
Councils.
 

c. 	The Center, in addition to training, should pro
vide supporting services including documentation,
 
recruitment of short-term Egyptian and foreign
 
consultants required by Village Councils or
 
ORDEV and undertake studies starting with an
 
evaluation of the long-term cost-effectiveness of
 
the Local Development Fund.
 

d. 	The Center staff should possess professional
 
skill in at least seven areas and have had sig
nificant experience in the day-to-day operation
 
of commercial enterprises similar to those to
 
be promoted by the Village Councils.
 

9. The Recommendations for the Center will require funds
 
for implementation above the amount in the ORDEV 1979
 
budget. AID should:
 

a. 	Relate the DD-I budget available for training to
 
the ORDEV expanded budget now under preparation
 
and provide the supplementary funds required
 
for the Rural Development Center, and
 

b. 	Agree to consider a new and separate project to
 
ensure the long-term growth of the Center.
 

10. The information system of the ORDEV Office for Evalua
* tion and Follow-Up should be expanded as follows:
 

a. 	Detailed information is required on the investments
 

1In 	previous documents referred to as the Academy.
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made 	in each economic project financed by the LDF
 
with 	respect to source, type and use.,
 

b. 	The internal rate of return should be calculated
 
periodically for each project.
 

c. 	Capital productivity as the ratio of value added
 
to fixed capital and the fixed capital per worker
 
ratio should be recorded.
 

d. 	Performance standards for various types of enter
prises should be prepared to allow a comparison

between Village Council assisted and private sec
tor projects.
 

,e. 	All of the above require the services of an accoun
tant experienced in the financial control systems

used in both the Egyptian Government and in Egyp
tian commercial enterprises.
 

11, 	 For future periodic evaluations by the AID-financed
 
team, it is recommended that two closely coordinated
 
teams be formed by pairing each of the present consul-,
 
tants with a senior ORDEV officer. The range of
 
problems given detailed attention could be widened
 
and the ORDEV staff could become more intimately
 
involved in the evaluation. The consultants further
 
recommend that their second visit be initiated during

the first half of November, 1979.
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I. APPROACH TO THE EVALUATION
 

The evaluation of DD-I can be facilitated by placing this
 
project firmly within the context of broader program goals
 
for rural development.
 

Program Goals and Project Purposes
 

DD-I should be viewed as one element of a more comprehen
sive set of projects (together making up a program) to
 
accelerate rural development. The desired result of rural
 
development then becomes meaningful in a development prog
ram context when a specific program goal is identified. In
 
the framework of Egyptian development planning and USAID
 
assistance approved and under consideration for rural
 
development, the specific program goal appears to be produc
tive rural employment generation and the improved rural in
comes resulting therefrom.
-' 

Some question exists as to the level of un- or under
employitent in rural Egypt. No question exists that about
 
two million rural families are landless rural workers with
 
incomes well below the poverty line. It is imperative,
 
therefore, that the institutional infrastructure and the
 
appropriate technology be marshalled for higher produc
tivity and the generation of increased employment and in
comes for this poorest group. Some of this increased em
ployment and income might come from direct crop production
 
but most will have to come from non-farm activities. Lack
 
of employment creation opportunities and capacity to expand
 
rapidly social services in metropolitan centers makes it
 
imperative that a major portion of needed work places be
 
found within rural areas. Social development in these
 
rural areas can follow economic development as incomes of
 
the poor majority are increasedw
 

The project purposes of DD-I are centered on the Village
 
Council.1 The stated purpose is "to strengthen financial
 
viability and development capability of selected Village
 

A council of 16 members is elected to represent a
 

population averaging 25,000 in a cluster of villages.
 
The elected council under a chairman shares authority with
 
an executive board under a chief drawn from an executive
 
unit composed of officials appointed by various..government
 
agencies. In this report "Village Council" will refer to
 
the entire group of elected and appointed officials. In
 
21 rural Governorates there are now 785 Villaqe Councils.
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Councils." This purpose contributes to achieving the pro-ject goal of reinforcing and strengthening decentralized'
 
local government.
 

Parallel with DD-I, USAID is assisting ORDEV in launching

the Basic Village Services (BVS) project. Investing
 
eightfold larger sums, the purpose of BVS is to improve

rural physical infrastructure - another approach toward
 
the program goal of increasing productive rural employment
 
and incomes. In part, the successful implementation of
 
the BVS project will depend upon more effective local ad
ministrations as does the DD-I project. These two new
 
projects represent a small portion of rural development
 
projects under way or under consideration by the Government
 
of Eg-.-zt. A number are being assisted by AID, the World
 
Bank and other bilateral and multilateral agencies. Many
 
will by-pass ORDEV and the Village Council - not recogniz
ing the potential for development administration which lies
 
at this local level.
 

In good part, the degree to which Village Councils can con
tribute to the program goal depends upon the success of
 
DD-I.
 

Evaluation Strategy
 

The Project Paper and other documents describe the original

approach proposed for achieving the project purposes. The
 
evaluation strategy, drawing on the ORDEV experience and
 
related experience of many other countries, has been one
 
of projecting alternative approaches over the next five
 
years. Various scenarios have been assumed based on the
 
alternative approaches and for each an end of project
 
status anticipated. It has been possible to identify al
ternative tactics so as to achieve with a minimum of
 
delay the project purpose and the program goal. Considera
tions found important in the refinement of the DD-I
 
strategy include:
 

- importance of designing economic activities which
 
conserve and maximize the contribution of scarce
 
entrepreneurial, managerial and administrative
 
skills at the Village Council level and which
 
mobilize private sector entrepreneurial capacities
 
in the villages.
 

- urgent need to increase simultaneously the skills
 
available at all levels, not only for ORDEV and
 
the Village Council, but also for government banks
 
and for the private sector at the local level.
 

Chapter II reviews and analyzes a sample of currpnt ORnR%
 



the considerations of this chapter provide the framework
 
for recommendations in Chapter III for future villaqe level
 
economic projects. Chapter IV addresses the important

problem of skill development and Chapter V complements the
 
first by providing draft suggestions on how to improve the
 
evaluation of economic projects.
 



II. VILLAGE COUNCIL PROJECTS AT PRESENT
 

In 1972 the Ministry of Local Government, as an experiment,
 
began providing grants to 17 Village Councils for economic
 
projects. These small-scale profit-oriented enterprises
 
were owned and managed by Village Councils. Soon after
 
1973, on the establishment of ORDEV, grants for economic
 
projects were expanded rapidly. By the end of 1977, about
 
400 out of 785 Village Councils had invested in 712 pro
jects using ORDEV grants totalling LE 4.0 million.1 ORDEV
 
grants on a smaller scale also were made for social pro
jects (training in particular) and for construction of
 
physical facilities.
 

The objective of the economic projects has been to provide
 
Village Councils with an additional source of income to
 
supplement their share of locally generated fees, tax
 
revenues and other funds. Such funds accrue in a Village
 
Council special account from which disbursements are made
 
as the Village Council sees fit for either economic or
 
social purposes.
 

The OROEV report for calendar year 1978 provides operating
 
information for the 712 economic projects. This report
 
has been translated and, in addition, more detailed infor
mation has been obtained from the files for a random
 
sample of 78 projects. (Not included are economic projects
 
initiated during 1978 which received ORDEV grants
 
totalling LE 2,200,000.)
 

Economic Projects: 1978 Operations
 

The tables that follow cover economic projects in 19
 
Governorates and in 9 industry groups for which two, agri
cultural mechanization and poultry production, received
 
74% of the ORDEV grants. ORDEV investments were distrib
uted over Village Councils in the 19 Governorates in accor
dance with the national plan.
 

While the overall net cash flow for the 712 economic
 
projects was negative for 1978, projects in eight gover
norates showed positive cash flows under the system of
 
accounting employed. Only two governorates, Gharbia and
 
the Fayoum, however, would have been able to pay the 6%
 

1LE 1.00 = $1.48.
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annual interest required by the LDF. Project income as a
 
whole in no governorate could have paid the LDF interest
and still have generated the 15% internal return suggested

in the DD-I Project Paper.
 

The Fayoum average rate of return of 11% on ORDEV grants

may be deceptive, since income was generated also by

private sector funds mobilized for a portion of the 24
 
economic projects in that governorate.
 

Of the 9 industry groups represented in the 712 projects,

5 groups produced a positive cash flow for 1978 and two
 
of the minor groups (agricultural processing and chicken
 
feed production) could have paid 6% interest. 
The net

cash flow for the group "agricultural processing" was dis
torted by an extremely high income for a single project

(possibly from the sale of an inventory accumulated during

previous years).
 

Project accounts are kept on a cash flow basis. 
Deprecia
tion is calculated generally at 10% for r-achinery and 5%
 
for structures, as established by law for tax purposes.

In most cases, depreciation is a bookkeeping entry only,

with no funds set aside in a reserve. No taxes or interest
 
are paid. There is no obligation to repay the ORDEV grant.

(The new ORDEV Local Development Fund will expect repay
ment of the principal within two to seven years.)
 

More detailed information on the rando. sample of economic
 
projects is presented in Table 3.
 

The 36 projects examined from the agricultural machinery

group employed about 1.5 workers per unit of machinery at

annual incomes averaging LE 200 per worker. The average

investment cost to ORDEV per worker was LE 4,230. 
 Currently

the fee charged by Village Councils for tractor plowing is
 
LE 4 per feddanI while private custom tractor operators

charge LE 5 to 6. 
A Village Council mower, also available
 
at LE 4 per feddan, was reported to replace labor which
 
would have cost LE 15 per feddan.
 

Similar comparative cost data from private sector poultry

projects are not available, but they appear to be

thriving and, from brief observations of a limited number,
 
are operating closer to full capacity than Village Council
 
poultry projects.
 

From Table 3 data it appears that the ORDEV grants through

1977 of LE 4.0 million generated direct employment for

about 1500 individuals. Excluding supplementary invest
ments by Village Councils and by private individuals (in

the Fayoum), the investment cost varied from the previously
 

1 1fdd = 
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reported LE 4,230 per worker for agricultural machinery to
 
LE 1,120 for handicrafts. The average was approximately

2,700 per worker ($3,860). This sum is reasonable as con
trasted to the estimate for large-scale industry in the
 
current Five Year Plan (LE 22,000 per worker before cor
recting downwards for price index changes) but is high

compared to, for example, the rural Philippines.
 

The value added tc fixed capital ratios (influenced less
 
by price index changes) are quite low for the sample of
 
economic projects, ranging from 0.7 for fish culture to
 
0.1 for agricultural machinery and poultry. (The ratios
 
are approximate since the "investment" includes operating

capital but excludes funds derived from the Village Coun
cils and the private sector.)
 

The current Five Year Plan, for full capacity, estimates
 
a value added to fixed capital ratio of 0.55 for all large
scale industry and 1.5 for the engineering and electrical
 
industries. In most countries with comparable per capita

incomes small-scale rural industry achieves value added to
 
fixed capital ratios in the range of 1.0 to 2.0.
 

Economic Projects: Some Conclusions
 

Economic projects to date as a group have not generated
 
revenue for the Village Council specialaccounts. The posi
tive net cash flcws have been derived from the depletion

of capital assets rather than from operating profits. No
 
industry group as a whole and very few individual projects

(less than one o-.t of twenty) are generating sufficient
 
income to pay the planned LDF interest rate of 6% and to
 
accumulate reserves necessary to replace capital equip
ment. A number of short and long-term factors conspire

to reduce profits and virtually exclude any real income
 
accruing to the Village Council special accounts. A brief
 
analysis of these factors follows.
 

The current rate cf increase in the price index challenges

the skill of the rost sophisticated private sector managers

in Cairo to make a profit. (The interest rate charged for

transfers among Cairo business firms has been reported to
 
be at an annual rate of 22%.)
 

Village Council projects have tended toward a replication

of enterprises already well established in the private
 
sector, e.g., tractors and poultry, where experienced and
 
entrepreneurial managers provide competition. This com
petition is like-- to continue. The AID-financed study,

Further Mechanization of Egyptian Agriculture, March 1,
 
1979, reports 20,O tractors already in private hands.
 
Recent tax law changes encourage the private poultry in
dustrv.
 



.The administrative system under which government officials
operate is not conducive to the operation of competitive

commercial enterprises. This is generally true in all
countries, including the industrialized, and is no reflec-.

tion whatsoever on the skill of Egyptian officials who
 
must make business decisions under severe handicaps. It
is possible, of course, to modify the fiscal management
and administrative systems at the Village Council level
to improve the performance of economic projects. 
The

result could be the equivalent of a village development

corporation. 
A number of national governments, however,
on transferring management of small commercial enterprises

from public bureaucracies to public development corpora
tions, have not been wholly satisfied with the result.
Poland, for example, on nationalizing its economy, decided
to leave small farms and small industry in the private sec
tor.
 

An example of the comparative efficiency of these enterprises with private sector activities is available for
 
custom tractor operation. A recently-completed farm

machinery survey sponsored by USAID shows that private

tractor owners who do custom work operate their tractors
about 900 hours per year. Based on revenues, Village

Councils appear to operate their tractors only about 300
 
hours per year.
 

The hahdicaps noted above would have resulted in a combined

loss to Village Councils during 1978 or at least LE
400,000 on the ORDEV investment of LE 4.0 million if
 reserves had been set aside to replace fixed capital and
 
to maintain the purchasing power of operating capital.

addition, ORDEV, by not charging interest, sustained a 

In
 

similar loss.
 

The handicaps described can be overcome in part and losses
reduced through the intensive development of a wide range
of managerial, administrative, motivational and technical

skills. 
 For many reasons a program of skill development

should be given a high priority as discussed in Chapter
IV. However, even intensive skill development will not
make it possible for Village Councils to generate signifi
cant revenue from direct ownership and operation of commercial enterprises competing with those in the private sec
tor. Here are some of the reasons:
 

1. It can be anticipated that private sector skills

also will increase and competition become more
 
intense.
 

2. A larger proportion of the government officials
 
who do acquire high level entrepreneurial/mana
gerial skills will leave government service to 
Join the Private sctor



3. 	Those able individuals who remain attached to
 
Village Councils might better be occupied in
 
stimulating the private sector than in managing
 
a micro-component of the rural economy.
 

From the above analysis it should not be concluded, how
ever, that Village Councils cannot operate certain types
 
of economic projects, cannot take action to stimulate
 
the economy and have no prospect of generating additional
 
autonomous revenues. The Councils, for example, with
 
further skill development, should be able to operate
 
income-prcducing public utilities of the type planned
 
under the 3asic Village Services project.
 

Some ways in which Village Councils may stimulate private
 
sector economic growth and participate in incomes thereby*
 
generated are described in the next chapter. 
 -. 



Table 1
 

ORDEV Assisted Economic Projects by Governorate (Cumulative through 1977)1
 

Governorate No. of ORDEV In- Gross In- Gross Ex- Net Cash Flow LE 
Projects vestment LE come LE penses LE Plus or (Mirus) 

Ismailia 10 50,553 11,452 12,326 (874) 
Qalyubia 33 163,377 60,562 67,512 (6,950) 
Sharkia 65 346,061 87,302 97,409 (10,107) 
Dakhalia 68 335,789 80,000 86,228 (6,228) 
Damietta 22 131,794 -33,804 30,806 2,998 
Minufia '40 293,556 95,726 82,726 13,000 
Gharbia 52 274,800 119,710 99,567 20,143 
Kafr-al-Shaykh 50 258,257 97,116 90,096 7,020 
Beheira 87 392,721 155,545 136,675 18,870 -
Giza 24 130,743 21,830 26,793 (4,963) 
Fayoum -24 150,907 103,092 85,720 17,372 -
Beni Suef 40 239,146 83,294 80,969 2,325 
Minya 53 330,740 91,804 110,019 (18,215) 
Asyut 34 227,665 75,806 79,655 (3,849) 
Sohag 316 217,912 78,768 77,951 817 
Qena 37 212,610 83,568 100,216 (16,648)' 
Aswan 19 76,014 18,174 22,803 (4,629) 
Matruh 10 124,160 10,482 14,019 (3,537) 
New Valley 13 52,650. .14,622 20,949(6,327) 

717 4,009,455 1,322,657 1,322,439 (218)
1All data are from the records of the ORDEV Office of Evaluation and Follow-Up analyzed

and translated by a consultant, Mrs. Sophie Boulos.
 



Table 2
 

ORDEV Assisted Economic Projects by Industry Group (Cumulative through 1977)
 

Net Cash Flow LE
Projects No. of ORDEV In- Gross In- Gross Ex-

Projects vestment LE come LE penses LE Plus or (Minus)
 

Agricultural 343 2,260,015 408,527 434,160 (25,633)
 

Machinery
 

Poultry 92 689,269 467,630 465,447 2,183
 

Handicrafts 129 601,507 179,903 253,392 26,511
 

Bee Keeping 80 3081,939 56,400 67,896 :11,496)
 

Agricultural -9 34,040 28,952 17,270 11,682
 
.
Processing 


Silk Production 46 51,362 5,750 11,853 (6,103)
 
and Seedlings "
 

Fish Culture 3 9,921 2,073 -1,224 849 Cp
 

Cattle Feeding 8: 33,412 31,322 33,119 (1,797)
 

Chicken Food 221,000 41,419 38,168 3,251
 
Production .
 

Totals. .712 i1321-,976 (55-3)
*4,009,465 1,322,529 




Table 3
 
.,Economic Characteristics of Selected ORDEV 
 Assisted Projects for.Calendar. Year.19.7.8, 

Agricultural Machineryl Poultry2 Handicrafts3
 

Project: . Total Random Sample
Projet 
 " Total . Random Sample.:. .Total. Random Sample 

Number of
 
Projects 36'- 92 14. 129 ii
 
Investment LE- 2,262,015 228,200 .-698,269 119,535 601,517 
 41,800
 

Average Per Project for 1978
 
Investment LE " !6,590 6,340 7,490 
 8,540 4,663, 3,800
 
Gross Income ,1911 
 ,23E 5,083 '6,421 -2 7, 2,.-

Expenses
 
Total 1,266 "1,333. 5,059: 
 6,286 1,964- .2,20 1
 
Purchased 
 -- 454 "- 5,295

I154- .5,295 1,568 a 

Labor -: 309 - 443 _ 
A

695 
Depreciation 
 -- 570"  548 ..... 357
 

Net Cash Flow (75) (97) 24 135 
 206 (142)
 

Equivalent Full-
 3Time Workers -- 1.5 -2.--3.4 

Total Investment/ --" ..worker -- -i:- 4, 3;"l' "1,120 :  li f i-


Value Added/Total ' , - ,- '.1 . .
 
Investment .--. 0.14 ---- 0.12 '-.".. 0...2 

iAgricultural machinery: mainly tractors for custom plowing but also including mowers,
 
2 threshers, pumps, etc. 
Each set of machinery constitutes a "project."
 
3Poultry: mainly broilers but also chick and egg production.

Handicrafts: mainly carpentry, carpets and blanket weaving, etc.
 



Table 3, continued
 

Bee Keeping 
 Agricultural Silk-Production
Project: 
 Processingl
 
Total Random Sample,. Total Random Sample 
 Total Random Sample
 

Number of 80-1 9 246-

Projects -80. 12 9 2 46 

Investment LE 108,939 
- 50,628 34,040 6,250 51,362 1,000-


Average Per: Project for 1978'
 
Investment LE 3,8'60 -4,22 
 3,125 1,116 1,000-
Gross Income 
 . 705 708 3,217 619 1 3258 

Expenses
 

Total 
 849 846 1,919 873 258 178 
Purchased Inputs  - 221--
 " 414.33
 

Labor 
 --313 - .100
Depreciation: 
246 J00 

213- .: -, -45 

Net Cash Flow (144) -- (138) 1,298 (13) (01(254)(40
 

Equivalent Full
Time/Workc--rs -- 1.7:-
Total Investment/ - 2,482Worker, 4 8 , --- 2093..-- 2 , -' 2, 9 ;.. - ,000.! 0 ,6 : 

Value Added/Total 015 -
Investment rl mi0.15 -et0..4
 

~Agricultural processing -includes.olives- milk.,,etc.
 

1 



-- 

-- 

Table 3, continuec
 

Fish Culture Cattle Feeding' Chicken Feed

Project:"-

.Total Random Sample Total
. Random Sample Total Random Sample!::
 

Number of
 
Projects .3 1 8 1 
 2--

Investment LE 
 9,821 '727 33,412 6,500 21,000
 

Average Per.Project-for 1978
 

Investment LE 3,270 727,1 
 6,500 10,500 
Gross Income 283 251 3,915 2,566 --

-

20,710 --

Expenses
 
Total 408 540 '4,140 1,896 19,084 
Purchased Inputs - - nil - 38 '-3 

Labor 
 -- 540, -- 1,608 -


Depreciation --
 -- - -250 -- --

Net Cash Flow -(12 (289) (225) 670 1,626 
Equivalent Full-
Time Workers -- .0 --. .--

Total Investment -
Per Worker 240 765 
Value Added/Total 0 -- 0.29 -

0.74
Investment 


1Data on individual projects reviewed were not consistent.
 



III. CRITERIA FOR ECONOMIC PROJECTS TO BE FINANCED
 
UNDER THE LOCAL DEVELOPMENT FUND
 

The 	present ORDEV strategy for assisting Village Councils
 
in the establishment of economic projects has been out
lined by the General Director in a recently published docu
ment as follows:1
 

1. 	ORDEV supplies the capital and technical require
ments of village production activities and
 

2. 	provides support for local government decentrali
zation through the training of elected and ap
pointed officials at various levels.
 

The General Director then proceeds, in the same document,
 
to suggest a future strategy:
 

"The longer term and more important elements of the
 
strategy will probably center on the development

of new financial and technical mechanisms for
 
promoting small-scale, private sector, productive
 
..
investment opportunities in Egyptian villages as
 
well as developing a regional and local capacity

for the planning, design, implementation and eval
uationi of economic development projects at the
 
Village and Markaz level."
 

A New Stratey
 

The evaluation consultants endorse the statement on OJNDEV
 
future strategy and reconnend that the Local Development

Fund of the DD-I project becomes the means of transi .ming

the 	old into the new strategy.
 

The new strategy necessitates a new type of economic pro
ject, criteria for which must take into account the fol
lowing two implications of the new strategy.
 

The shift from Village Council ownership/management of
 
economic projects to Villago Council promotion of private

sector investment also shifts special account income from

direct to indirect revenues. Indirect revenues, which in
 
time can far exceed any profits from the present economic
 
projects, can be generated from a variety of joint
 

iEng. Ahmed El Diffrawy, Inteqral Rural Develonmont
 



ventures, leasing, loan participation and most importantly

from tax revenues and fees increased through a successful
 
stimulation of rural economic growth.
 

The 	shift at the same time can reduce the level of complex

skills required of officials by drawing on skills avail
able or to be acquired in the private sector. Figure 1
 
indicates how the present skill gap can be narrowed by

simultaneously reducing the skills required while in
creasing the skills available.
 

In joining government and non-government efforts, it is 
important to assign responsibility for those things in 
which each has a comparative advantage. For example,
government can bring a concentrated level of organized
financial and technical resources to bear on identifying,
analyzing and designing innovative enterprises for realiz
ing rural productive opportunities. Government can bear 
investment risks in innovative undertakings that cannot be 
borne by the rural private sector. It can provide
training resources not available locally. It can catalyze
local action and mobilize local resources. It can identi
fy and/or facilitate linkages in the market structure
 
from local to higher levels that may be difficult or im
possible for the rural private sector to accomplish.
 

By contrast, the private sector can better respond to
 
entrepreneurial incentives, once identified and demon
strated to be economically viable. It can mobilize in
vestment capital to supplement public capital. Given ac
cess to technological and managerial know-how, private

sector owners and managers can achieve ankd sustain a level
 
of economic efficiency and profitability in enterprise

operation that cannot be expected from publicly operated

enterprises. This is because their level of income
 
depends on productive efficiency.
 

The 	transformation of the old into the new strategy con
verts the Local Development Fund from a mechanism simply

to provide subsidized credit to Village Councils into an
 
embryo development finance corporation.
 

The problem of transferring the old into the new strategy

is one of timing, nr': of ultimate objectives. ORDEV would
 
experience problems were it abruptly to modify the cri
teria for LDF loans after the original criteria have beeA
 
accepted. For example, ORDEV would prefer:
 

1. 	Investing LDF loans through Village Councils
 
which have not previously received ORDEV grants

for economic projects,
 

2. 	Holding the local contribution in each project
 
to no more than 25%, and
 



x 
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Figure 1. Eliminating the Skill Gap
 

The skills required by Village

Council officials in 1978 to
 
manage economic projects were
 
higher than will be reauired
 
at the end of the Five Year
 
Plan in 1982 when private
 
sector participation in projects
 
will have been promoted.
 

X 

HX 

The skills available to Village
 
Council officials will be in
creased dramatically during the
 
same period thus closing the
 
gap.
 

19781982,
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3. 	For the present, the interest rate might be
 
held at 6%.
 

Village Councils not able to mobilize half the investment
 
to qualify for LDF loans under the first category could
 
proceed to consider loans under the other three categories.
 

Criteria for Immediate Application
 

Criteria have been suggested in the Project Paper and
 
other documents for the economic projects being initiated
 
under the LDF. They include: profitability to permit a
 
6% interest and a 15% internal rate of return; credit
worthiness of applicant; etc. These are excellent and can
 
be detailed to the degree found necessary by ORDEV and its
 
technical assistance team.
 

Further criteria for economic projects are recommended by

the 	evaluation consultants to speed the transformation
 
from the old to the new strategy. They should be con
sidered by the LDF Board and its Loan Committee.
 

All 	projects financed by the LDF should fall into one or
 
more of the following four categories.
 

'Joint'Financing 

The 	LDF should insist that projects undertaken by Village
 
Councils undr this category mobilize no less than half of
 
the 	total c_ ital requirements from private or Village
 
Council sources. Joint financial participation reduces
 
the 	load on the LDF, gives villagers a sense of participa
tion, prepares them for a later more active role, and by

mobilizing surplus funds for productive enterprises re
duces inflationary pressures.
 

It is desirable that each project plan allow for later
 
joint management including arrangements for appropriate

training for private sector managers. The plan might in
clude also provision for the eventual sale of ownership

and transfer of full management control to the private
 
sector.
 

The Fayoum Governorate experiment in joint financing ap
pears to have been successful. Having received 3.9% of all
 
ORDEV economic project grants, the Fayoum generated 21% of
 
all net cash flows.
 

Leasing 

A large number of economic projects of the type now
 
receiving ORDEV grants could be leased by Village Coun
cils to private groups or individuals. These include
 
tractors, pumps,' shop equipment, sewing machines and even
 



poultry production and bee keeping facilities. The
 
management responsibility of the Village Councils would be
 
reduced and their potential revenue increased. The ad
ministrative simplicity of leasing makes practical the
 
introduction of low cost equipment. In such cases a
 
lease/purchase agreement is preferred.
 

Structures considered important to the economy and which
 
could be leased at a profit, e.g., shops for merchants
 
and sheds for artisans, could be built by the Village Coun
cil with LDF financing.
 

Lease/purchase agreements have the advantage of built-in
 
evaluation. The first missed payment indicates a problem.
 
If repeated, the equipment would have to be repossessed.
 

Loans
 

For economically important projects, Village Councils
 
should be empowered to serve as the intermediary between
 
the LDF and a borrower. An association may require sup
plementary funds for land reclamation or a group of small
 
producers may need a processing plant. At present, com
mercial or development loans from existing financial in

-" 	 stitutions appear most difficult to secure at the village
 
level. For such loans the day-by-day management problems
 
of the Village Council are reduced but the project evalu
ation problems are increased. In these cases, LDF should
 
use its influence to secure at least partial financing
 
from village or commercial banks.
 

The Village Council would guarantee loan repayment and
 
interest to the LDF, but in turn would add on a loan fee
 
to pay for its services.
 

New Technology
 

Both agriculture andindustry in rural Egypt require inno
vative, but appropriate, technology to speed productivity,
 
employment and income increases. In this regard, Village
 
Councils should be leaders rather than followers and with
 
LDF participation can become so. The LDF should give
 
priority to requests by Village Councils to acquire
 
technology which is new to the area, which appears to be
 
economically profitable and which is likely to spread
 
widely in the private sector once demonstrated to bu
 
viable.
 

Lda Size 'and lnterest Rates 

ORDEV grants made up to and including 1977.were uniform in
 
size, averaging LE 5,600 each. LDF loans under the cri
teria suggested above will vary widely in size. Many of
 
them will require LE 100 or less. A number may exceed
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Experience can test the hypothesis that larger loans could
 
provide economies of scale, generate linkages and integra
tion of activities, reduce the number of qualified entre
preneurs/managers required and, in general, speed up rural
 
development.
 

Even with certain loans exceeding LE 15,000 each, the
 
average loan size could decrease and the number increase
 
if lease/purchase loans become popular.
 

The LDF interest rate when established at 6% appeared high
compared to the ORDEV grants with zero interest. However,
 
a 6% which includes a grace period and service charges

cannot maintain the value of the original capital fund.
 
A justification exists for the LDF Board to examine its
 
interest rate policy as soon as is practical.
 

Criteria for Future Studies
 

The evaluation consultants suggestifurther criteria for
economic projects - butwith the caveat :that further study 

is essential. 

Jdint Financing and Management 

Previously it has been suggested that joint financing with
 
the private sector and the Village Council be obligatory

for applications to the LDF for projects falling under the
 
first category. Later, with further experience joint

management could also be made obligatory. As soon as
 
private entrepreneurs can be located or trained as managers

they can assume management responsibility for economic pro
jects. Reducing Village Council responsibility for each
 
project allows participation in many additional projects.

The Village Councils can become the silent partners with
 
private individuals and groups.
 

Village Councils can look to Markaz towns and Governorate
 
capitals for entrepreneur/manager partners. A few large

companies may be enticed into joint venture branches with

village partners. Availability of LDF capital, if used
 
wisely by Village Councils, can be a powerful inducement

for the attraction of additional capital and skilled in
dividuals.
 

'IniustrialInfrastructure
 

ORDEV may want to study the practicability of inducing

private sector growth on land adjacent to Village Council
 
headquarters. Where electric power is available, highways

have been surfaced and if the Governorate city is not too
 
distant, there may be a potential for small-scale factories
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and shops. The trade-off lies between moving people to the
 
city or moving employment opportunities to the village.

The former strategy dominates in most countries, but there
 
are exceptions, including China, Japan, Puerto Rico and
 
Austria.
 

Careful study is required of the potential and inducements
 
necessary for more rapid industrial growth at the Village

Council, Markaz and Governorate levels.
 

DDfcert-alIzed LDF Decision Makiny
 

The growing number of LDF loans, especially of small size,
 
will within a short time make it desirable for.the LDF
 
Board to establish loan sub-committees in Governorates.
 
Village Council representatives could then become more
 
actively involved in loan decisions and assume more respon
sibility for preserving the value of the capital fund.
 

Insti'tutional.Evolution of the LDF
 

The LDF, with good management, could evolve in a number of
 
directions. Its activities, for example, could facili
tate a more developmental policy toard village credit by

the Principal Bank for Development and Agricultural Credit,

the Nassr Social Bank or the commercial banks.
 

On the'other hand the LDF could evolve into a development

finance corporation. ORDEV may want to consider an even
tual configuration of regional development finance insti
tutions in which Governorate, Markaz and Village Councils
 
participate in the management. Such an institutional
 
evolution would be consistent with the General Director's
 
suggested future strategy calling for "new financial
 
mechanisms" and the DD-I Project Paper statement that "the
 
LDF can evolve into a financial institution of several
 
potential dimenSions."1
 

................................
 

-The evaluation consultants note that the LDF initial
 
capitalization allows only a small pilot operation placing

LE 4,500.of outside capital, on the average, at the disposal

Of each Vil-lage Counc5 Any significant change in produc
tirive rural employment ill require at least LE 100 million
 

http:4,500.of


IV. SKILL DEVELOPMENT AND THE 
ORDEV RURAL DEVELOPMENT CENTER 

ORDEV's major contribution to date to rural development has

been through grants to Village Councils. In the future, as
 
the Village Councils, with ORDEV assistance, learn how to
 
mobilize funds from a variety of sources, skill development
 
will replace finance in importance. Toward this objective

the present ad hoc seminars and training tours abroad can
 
be developed into a long-term, intensive program reaching

all levels, imparting a variety of skills and reinforcing
 
new skills with supporting services.
 

The skill spectrum of special interest to ORDEV and essen
tial for the generation of productive rural employment in
cludes:
 

- entrepreneurial
 
- administrative
 
- managerial
 
- technical
 

The Egyptian rural society, to modernize rapidly, must ac
quire and retain (before they migrate to a city) additional
 
risk-taking, innovative entrepreneurs in both the private

and public sectors. The Village Council officials,
 
elected and appointed, can best exploit their growing fin
ancial autonomy by acquiring appropriate administrative
 
skills. Many also, along with private sector entrepreneurs,

will require management skills. These skill needs are com
mon to all Village Council economic activities. In addi
tion, technical skills, specific to each activity, are re
quired ranging from tractor repair to potable water system
 
design.
 

In Chapter III, economic projects designed to be skill
 
saving were recommended. This chapter suggests skill en
hancement. As soon as the skills available approach the
 
skills required, the Village Councils will be ready to ex
pand rapidly the promotion of rural development.
 

Population To Be Reached
 

To support the "administrative revolution" and "effective 
decentralization" called for in the Five Year Plan, as
 
well as to promote LDF-financed economic projects, ORDEV
 
must reach directly and indirectly a large population in
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the public and private sectors.
 

The ORDEV staff includes the officials in Cairo, about 50;
 
officers at the Governorate and Markaz levels, about 260;
 
plus the projected staff of the Rural Development Center,
 
about 10.
 

ORDEV must also reach 785 Village Councils, each with an
 
elected chairman, 16 council members, an appointed execu
tive staff including the Chief Executive, plus the staff
 
of a branch bank.
 

Experience in development of the private sector in rural
 
areas of other countries indicates the need, as a very

crude estimate, for locating and assisting one entrepren
eur/manager for each one thousand in the population. Such
 
a number of aggressive and motivated individuals could
 
carry out the rural modernization process in Egypt. Thus
 
in each region served by a Village Council, about 25 such
 
individuals should be identified and assisted. A portion
 
of these should be provided training during the next few
 
years.
 

As an order of magnitude estimate ORDEV should plan a skill
 
development program initially for the following:
 

ORDEV. Senior officials in Cairo, at the
 
Governorate and Markaz levels and in the
 
Rural Development Center. 200
 

Elected Members of the Councils. The chair
man anL. key members of the Village Councils
 
plus a small number of elected leaders res
ponsible for rural economic development
 
from the Governorate and Markaz Councils. 15,000
 

Appointed Officials. The Village Council
 
Executive Board and senior members of the
 
unit including the Village Bank and other
 
services, plus a small number of appointed
 
officials from the Markaz and Governorate. 6,000
 

Private Sector. Existing and potential
 
entrepreneur/manager/investors in rural
 
enterprises who in the future will spear
head the drive for non-farm rural employ
ment. 8,000
 

Before discuising how to reach a population of this size,
 
there is need to examine the content of the skills to be
 
imparted.
 



X a~ci6 yllabus 

Of the four skill areas mentioned previously, ORDEV should
 
assume responsibility for the first three. Technical
 
training needs are too diverse to be the responsibility of
 
any one organization. However, officers trained by ORDEV
 
would know how to identify the technical requirements of

projects and how to recruit technically qualified in
dividuals. In many cases the officers being given broader
 
skills will already be technically qualified.
 

At the heart of skill content is the ability to plan, to
 
administer and to manage rural development at the macro
 
and micro levels. The economic planner in the Governorate
 
and the private manager of a rural industrial enterprise

have more in common with respect to skill needs than is
 
generally recognized. Both need to know, for example,

something about market forces and financial management.
 

In the past, the U.S. tradition has been to separate the
 
disciplines of public administration and industrial manage
ment. Within the past decade, this separation has been
 
found artificial and "industrial administration" training

has been widely introduced.
 

A wealth of material is available in Egypt and in many

othei 'countries for the training of rural development ad
ministrator/managers. Most can be made available to
 
ORDEV at negligible cost. Furthermore, the subject matter
 
content of a basic syllabus has been suggested in the
 
Project Paper of January 23, 1978, through a list of 57
 
technical assistance and training needs of ORDEV. No pur
pose is served by commenting on this list, since only ex
perience in Egypt can determine which portions are approp
riate to the needs of rural development. Suggestions are
 
made only to supplement the list and to suggest how the
 
basic syllabus can be used.
 

Practicing New Skills
 

ORDEV should be conducting both long and short training
 
courses at the Center. The longer courses, of about
 
three months, should include a period of practice. The
 
participants should work in private and public sector
 
projects testing out the subject matter learned during the
 
first weeks of the training period. The final period back
 
in the seminar room would consolidate and organize what
 
has been learned in practice.
 

The periods in practical work would allow the preparation
 
of case studies.
 



Entrepreneurship 

It was not recognized until 1900 that the skills of mana
gers and administrators could be improved through training.
 
Now it is generally conceded that entrepreneurial skills
 
can be enhanced as well. Rural Egypt, to accelerate
 
development, requires large numbers of innovative, risk
taking administrator/managers in the public and private
 
sectors. Experience in a number of countries is that in
dividuals with a potential for entrepreneurship can be
 
identified and those with a latent ability can become
 
better entrepreneurs.
 

Training Techniques
 

Skill acquisition is accelerated by participation in the
 
training process, that is, by seminar discussions rather
 
than merely listening to lectures. This technique
 
necessitates small groups, in the range of 20 to 30, and
 
highly qualified instructors.
 

Training Course Flexibility
 

Through experience in giving courses and by drawing on
 
Egyptian and international experience, the Center staff
 
can, within a period of about one year, develop the basic
 
syllabus. Then with little additional effort material can
 
be sel~cted for courses, short or long, given at the Center
 
or in the field. Specialized courses, e.g., to adminis
trators, to managers or to high or low level officials,
 
can easily be designed.
 

The ntunber of individuals to be reached will require on
site training at the Village Council and Governorate
 
levels conducted by individuals trained at the Center as
 
well as the Center staff. During its second year of oper
ation the Center could train about 200 at its headquarters

and larger numbers in the field.
 

Supporting Services
 

Qualified and experienced individuals comprising the
 
Center staff can support the ORDEV program with activities
 
in addition to training. A number of activities will,
 
evolve of which the following are examples.
 

Documentation 

The Center staff can draw on Egyptian and international
 
experience through the selective collection of documents
 
and can incorporate relevant findings into training
 
courses for immediate application. The Industrial
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Development Center for Arab States, for example, maintain, 
a documentation center in Cairo.
 

A limited number of documents should be published. The 
basic syllabus, when perfected, could be distributed 
widely to encourage the application of industrial adminis
tration training. 

Many documents are available in Egypt which could reach a

larger population through ORDEV. 
In time, new material
 
could be written for publication. Very soon the Center,

from the accumulated documents and the experience of its
staff, could supply answers, without further study, to
 
many of the questions arising in Village Councils.
 

ConsUl:ancy
 

The Center staff would be qualified to serve as consultants
 
to Village Councils and, time permitting, could assist in

the solution of intractable problems. Furthermore, the

staff could provide additional channels for the recruitment
 
of short-term consultants to assist the Center, ORDEV and
 
the Village Councils.
 

It is important that the-Center budget allow for the short
term recruitment of Egyptian and foreign consultants.
 
Priority needs include the writing and testing of the
 
basic syllabus and the introduction of technologies new
 
to Egypt.
 

Of special relevance is a decision by the Government to participate in a United Nations-financed program to bring

back to Egypt, as short-term volunteer consultants, ex
patriates now working abroad. 
The AID Office of Science

and Technology is planning a similar program.
 

Studies
 

The Center design should provide for a limited number of
studies of a practical nature which could immediately in
fluence the development strategies of Village Councils.
 

Priority should be given to the evaluation of the long
terin cost effectiveness of the Local Development Fund
 
,.givingspecial attention to how the LDF should expand and'.
 
evolve.1
 

Of special importance are studies evaluating the approp
riateness to rural Egypt of the technologies being

financed by the LDF. Too often technologies are imported
 

The ORDEV Office of Evaluation and Follow-Up should
 
continue its important task of evaluating the short-term
 
p~ff~k~fty-At~mc2 r%-F 4bhm T-ThN 



,*'without assessment. They may be appropriat. to their
 
1


.points of origin but not to their point of use.


The Village Councils require advice, best provided by the
 
Center, on new viable industries. Present economic pro
jects have concentrated on agricultural inputs, e.g.,
 
tractors, and less on agricultural product processing or
 
on consumer goods manufacture. All have a high potential
 
for expansion but a priority should be given to the manu
facture of goods required by the rural population, e.g.,
 
construction materials, sinple agricultural equipment,
 
weaving of cotton textiles, apparel, shoes, etc.
 

The above suggestions on studies which might be undertaken
 
by the Center supplement the plan of the ORDEV General
 
Director. All studies can gain from the advice of the
 
ORDEV Economic Development Committee and from cooperation
 
with other Egyptian institutions.
 

Orgraniz~tion of Rural Development Center
 

The ORDEV Rural Development Center can be opened formally
 
once the director has assembled a staff and/or short-term
 
consultants. An existing institutional facility could
 
become the interim home of the Center until permanent
 
headgiiarters in Sakkara have been completed.
 

Experimental training courses should be given, each for
 
a progressively longer period, to perfect the basic
 
syllabus. The staff also could give peripatetic courses
 
in the Governorates.
 

Staff De,",lopment
 

Additional staff should be selected and given training
 
abroad. Selection should be based on their potential
 
value to the Center, with the understanding that they have
 
or can be assisted in acquiring an adequate knowledge of a
 
foreign language. At least one staff member candidate
 
should be sent for training to each of the best known of
 
the international centers for small-scale industry and
 
rural development training. In order of their establish
ment, they are:
 

1. 	Research' Institute for Management Science
 
Delft University
 
Mijnbouwplein 11
 

............Delft, The Netherlands
 
., . o. . . . . . . . . . . 1. . . . . .. . . . . . . . °
 

iThe appropriate technology concept has been given pri
ority attention by AID since 1975. Projects are being fi
nanced in many countries and grants being given th3 new
 
private sector corporation Appropriate Technology Inter
national.
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2. 	Siet Institute
 
Yousefgudo, Hyderabad 500045
 
Andhra Pradesh, India
 

3. 	Institute for Small Scale Industries
 
University of the Philippines
 
Quezon City, Philippines
 

4. 	Industrial Development Division
 
Engineering Experiment Station
 
University of Georgia
 
Atlanta, Georgia 30332
 
USA
 

!All except the last offer regularly scheduled international
courses in English for approximately three months each.
 

The rural industry structure which might develop in Egypt,

that is, shops and factories widely dispersed in rural
 
areas, can best be observed in:
 

1. 	China
 

2. 	Japan, and
 

3. 	Puerto Rico.
 

The APb may be able to arrange training in Japan and the
 
USAID in Puerto Rico.
 

A number of countries employ technologies in rural areas

which are financed through a variety of mechanisms. ORDEV
and Village Council senior staff sent to such countries

should be empowered to make preliminary arrangements for
the 	transfer of any technology found appropriate, including

a short-term consultant and the transfer of the operating

experience of the more successful rural finance institu
tions. 
The 	following suggested countries, in alphabetical

order, are illustrative rather than inclusive:
 

China
 
India
 
Mexico
 
Pakistan
 
Philippines

Republic of Korea
 
Yugoslavia
 

Staff development would be accelerated if:
 

1. 	Priority were shifted from academic to practical 
.. .trainingdesigned especially for rural development.
 

iAsian Productivity Organization, 4-14 Akasaka 8
chome, Minato-ku, Tokyo 107, Japan.
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2., 	Staff members who have not had many years exper
ience as managers of camercial enterprises were
 
given in-plant training in Egypt for periods
 
of 3-6 months where they could participate in
 
decision-maklng, and
 

3. 	Tours abroad were to be focused on priority
 
problem areas or practical actions to be taken.
 

The above guidelines apply also to other ORDEV and Village
 
Council s,-ior officers.
 

The AID-financed technical assistance team members are ex
pected to devote about 30% of their time to ORDEV training.
 
It is suggested that one member of the long-term team,
 
preferably the specialist in production and marketing, be
 
attached to the Center to assist staff development. In
 
addition, one short-term consultant should be recruited
 
to introduce training in entrepreneurial development, and
 
others should be considered as needs are identified.
 

Staff Skills
 

Determination of the professional skills of the staff re
quires further study. A tentative list follows:
 

Production management
 
Financial management
 
Marketing
 
Personnel management
 
Entrepreneurship development
 
Development economics
 
Documentation
 

It is imperative that the individuals working in the first
 
four of the above professional areas have or are given ex
perience in the operation of commercial enterprises as
 
noted above. Without such experience, they will tend to
 
provide theory to individuals who need practical training.
 

Center Budget
 

Skill development is so important to the future ORDEV
 
program that the expansion of training should be more rapid

than the present ORDEV budget restraints will allow. The
 
1979 training budget must be increased to finance:
 

- expansion of the staff,
 
- recruitment of short-term Egyptian and foreign
 

consultants,
 
- lease of adequate interim facilities,
 
- purchase of equipment, documents and supplies,
 
- maintenance of an increased number of participants 

and 
- travel of the ntaff.
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In addition, funds adequate to complete the constrution
 
of the permanent facilities must be obtained.
 

AID would be justified in providing immediately any sup
plementary funds required for the Center beyond those in
 
the DD-I project or ORDEV budgets.
 

The Development Decentralization I and the Basic Village
 
Services projects, as well as a program to generate pro
ductive employment, depend upon skill improvement at the
 
Village Council level, which in turn depends upon the es
tablishment of an effective Center.
 

To achieve and maintain the vitality of the Center, it
 
will require flexibility in its personnel policy, in the
 
recruitment of consultants and in arranging cooperative
 
study projects with other organizations.
 

The USAID mission should consider immediately a new and
 
additional project to ensure the long-term growth of the
 
Center.
 



V. EVALUATION PROCEDURES
 

Evaluation starts with the original design of the activity

later to be evaluated. Specific targets can be set as is
 
being done in the applications sent by Village Councils for
 
ORDEV grants. Also it is possible to design projects

which reduce the need for later formal evaluation. An at
tempt made in Chapter III in this direction is summarized
 
as follows:
 

1. Economic projects which save public sector skills
 
will result in better administered projects and
 
fewer problems.
 

2. Skill enhancement, including skill in evaluation,
 
for all those involved in the planning and ad
ministration of economic projects will further
 
reduce the number of problem projects.
 

3. 	Furthermore, projects with private sector par
ticipation, which tend to be self-evaluating,
 
will reduce the work load of evaluators.
 

Evaluation is an important tool for ORDEV administrators
 
allowing them to judge the results of decisions taken.
 
This use of evaluation procedures can be strengthened

through the Center and can supplement the activities of
 
the 	Office of Evaluation and Follow-Up.
 

Nevertheless, for years to come the Office of Evaluation,

and Follow-Up will continue to be crucial to the effective
 
operation of ORDEV.
 

Supplementary Procedures
 

The 	Office for Evaluation and Follow-Up should consider
 
supplementing its present information-gathering system
 
with the following:
 

Investment
 

The "investment" item it ORDEV reports appears to include
 
only the ORDEV grant. More detailed records might be
 
maintaincd of investment by source and by type for each
 
economic project.
 

Economic projects will derive funds (or contributions in
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the form of land or structures) from:
 

- the Village Council, 
-private investors, and the
 
- Local Development Fund. 

The investment by the Village Council will be in the form
 
of:
 

- equity (as at present),
 
- loan or a
 
- lease/purchase agreement,
 

The investment will be used to provide:
 

- operating capital, or
 
- fixed capital.
 

This last distinction is especially important. In some
 
cases the amounts shown as depreciation may be used as
 
operating capital rather than being set aside as a reserve.
 
Knowing the true value of the operating capital (adjusted

by the inventory plus the accounts payable and receivable
 
at the beginning and end of the year) permits an analysis

of the health of the economic project.
 

Financial Return
 

At present ORDEV records the annual gross income in com
parison to a target income for the economic project when
 
operating at full capacity. While this measurement might

be retained, it should be supplemented with a measure of

the internal rate of return. 
The 15% return recommended
 
in the Project Paper of January 15, 1978, is considered
 
reasonable.
 

Capital Productivity
 

The technologies selected for present economic projects
 
are operating at very low capital productivities, that is,

the ratio of the value added to the value of the fixed
 
capital. The estimates made in Chapter II reveal ratios
 
generally less than 0.20. The reason for this low pro
ductivity may lie in the inefficient management of the
 
technology. 
However, it is possible that an inappropriate

technology was selected in the first instance, for example,

tractors of higher horse power than is required.
 

The capital to worker ratio as estimated in Chapter II is
 
high. It will not be possible to improve the income of a
 
significant portion of the rural population if the ratios
 
found for the present economic projects are to prevail.
 

These two ratios, value added to fixed capital and fixed
 
capital per worker, should be examined periodical-lv for
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selected projects, but not introduced into the evaluation
 
system for all projects at present.
 

The detailing of the information needs, of which only the
 

outline has been sketched above, requires an accountant
 

familiar with the accounting practices of both..the Egyp

tian Government and of business.
 

Performac6 Standards 

The measurements now being made or suggested for economic
 
projects would be more valuable if it were possible to
 

compare them with similar measurements for projects
 
operating efficiently. For example, a crude comparison
 
was made in Chapter III between the hours of operation
 
per month achieved by Village Council tractors and by
 
tractors in private hands.
 

To establish performance standards for purp..ses of compar
ison, it is desirable to carry out a limited number of
 

case studies of both Village Council-operated enterprises
 
and equivalent size and type of enterprises now operating
 

This could be done for a number of
in the private sector. 

the major types of enterprises for which ORDEV has been
 
providing capital - e.g., broilers, eggs, bee keeping,
 
cattle feeding, custom tractor operation, handicrafts,
 
etc.
 

A questionnaire would need to be developed and interviews
 
Some data
of enterprise owners and managers carried out. 


would be available from books and records, but most prob
ably would need to be obtained from recall information.
 
Confidentiality of such information should be assured.
 

To collect such information on a continuing basis in the
 
future, LDF should establish appropriate simplified small
 
enterprise record-keeping systems that would be required
 
of all participating enterprises. Additionally, ORDEV
 
and Village Councils could offer a record analysis and
 
counselling service to private entrepreneurs in exchange
 
for using this data for analytical purposes (also applying
 
strict rules of confidentiality).
 

In the case of applications to the LDF for innovative
 
enterprises for which performance standards are not yet
 
available, best estimates would have to be used for
 
feasibility analysis purposes.
 

Performance standards will be important for use by on

going enterprises to know how their performance compares
 
with that of other like or similar enterprises. If found
 
less efficient, such standards will serve as performance
 



goals. In addition, Village Councils and the LDF will
 
need performance standards for monitoring and evaluation'
 
purposes as well as for xeports to the LDF Board of
 
Directors and to the U.S. AID.
 

Future Work of the-EVaJ~ti CoysUltwits 

Evaluation Report No. 1 has been prepared in accordance
 
with a Statement of Work which requests that the consul
tants serve as "a two-member team" and also that ORDEV
 
officers "will be expected toparticipate actively in the
 
preparation of all evaluations."
 

The experience during the first visit of the team leads
 
the evaluation consultants to a joint recommendation that
 
the 	needs of ORDEV for the evaluation of the program of
 
the 	Local Development Fund of the DD-I project can best
 
be met if two closely related teams of two members each
 
are 	formed.
 

It is further recommended that:
 

1. A senior ORDEV official with Dr. Mann form one
 
team which gives particular attention to the
 
economic project design problems illustrated
 
by Figure 1, and
 

2. 	A second senior ORDEV official with Dr. Stepanek

form another team which gives particular atten
tion to the skill development problem also il
lustrated by Figure 1.
 

The 	teams would be expected to examine any problems if
 
so requested by ORDEV.
 

The 	advantages are obvious:
 

1. 	Examination in depth of a wider range of' problems, 
and 

2. 	 More active participation of the -ORDEV staffiin 
the evaluation process. 

The consultants suggest that the second eValuationvisit 
be initiated during the first half of November; 1979.1 
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ATTACHMENT:
 

STATEMENT OF WORK OF THE EVALUATION CONSULTANTS
 

The contracts of the two evaluation consultants include
 
identical statements of work as follows.
 

a. Design evaluation methodology particular to each 
periodic evaluation. 

b. Collect or ensure that appropriate data and in
formation are developed. 

c. Develop such data and information systems and 
evaluation manuals which will serve the long
term purposes of DD-I and serve as the basis 
for promoting and installing a greater awareness 
of and capability to;apply evaluation methodology 
for rural development activities in Egypt. 

d. Perform the requested evaluation for the particu
lar project purpose or purposes, and engage the 
Egyptian counterparts in actively working on the 
evaluation. 

e. Identify and develop plans and working relation
ships for Egyptian institutions and approaches 
for increasing the formal training of evaluation 
methodology in the Egyptian educational system. 

f. Advise the Technical Project Manager and Egyp
tian Manager on changes or additions to the pro
ject purpose and how these might be accomplished. 

g. Advise ORDEV and the ORDEV Academy on curriculum 
development for LDF and other ORDEV programs in 
the area of evaluation theory and methodology. 




