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FOREWORD 

In October 1979, the Administrator of the Agency for 
International Development initiated an Agency-wide ex-post 
evaluation system focusing on the impact of 4ID-funded projects. 
These impact evaluations are concentrated in particular sub- 
stantive areas as determined by A.I.D.'s most senior executives. 
The evaluations are to be performed largely by Agency personnel 
and result in a series of studies which, by virtue of their 
comparability in scope, will ensure cumulative findings of use 
to the Agency and the larger development conmunity. This study 
of the impact of A.I.D. PL 480 Title I: The Egyptian Case 
was conducted in January 1982 as part of this effort. A final 
evaluation report will summarize and analyze the results of all 
the studies in this sector, and relate them to program, policy 
and design requirements. 
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SUMMARY 

Background 

Food Aid has been a major component of U.S. foreign 
assistance to Egypt since 1955. Since 1960 the United States 
has shipped over $42.3 billion (18.9 million metric tons) worth 
of wheat to Egypt under all three PL 480 titles. Following a 
break in flows between 1967 and 1974, PL 480 shipments in- 
creased to a level of about 1.5 million tons by 1976 and have 
continued at about that level to the present. 

This evaluation focuses on the impact of PL 480 Title I 
assistance on Egyptian economic development, U.S. foreign pol- 
icy objectives, and U.S. trade and market development objec- 
tives. In addition, the evaluation examines the effectiveness 
of the Agency for International Development's (A.I.D.) manage- 
ment and use of PL 480, Title I resources as a development 
resource. 

The impact of U.S. PL 480 Title I assistance was assessed 
in the context of Government of Egypt (GOE) policies, the ob- 
jectives of U.S. law and policy, the historical evolution of 
the program, and Egypt's agricultural performance. 

Major Conclusions 

1. Domestic Production and Food Supply. The objectives 
of the Government of Egypt with respect to food and agriculture 
are to achieve food security through increased agricultural 
production, to keep basic food (bread) cheap and plentiful, to 
earn foreign exchange through cash crop exports (cotton), and 
to keep production costs and prices low. 

The Government of Egypt believes that the ready availabil- 
ity of cheap bread is a key factor in that country's stability 
and that an essential GOE responsibility is to ensure this 
availability. Supplies are assured through private "unencour- 
aged" local wheat production (1.5 million metric tons) and 
imports (6.5 million tons). Of these imports, PL 480 Title I 
accounted for 1.5 million tons in 1981, about 17.5 percent of 
total consumption. Flour and bread prices to consumers are 
fixed by the Government and subsidized by the GOE at a cost of 
$800 million per year. 

The Government's dual policies of ensuring a virtually 
limitless supply of wheat flour/bread and subsidizing consumer 
wheat flour/bread prices combine to reduce the economic incen- 
tive to farmers to produce wheat. To the ext:ent that PL 480 



reduces the cost to the GOE of imports in support of its wheat 
flour/bread policies, it contributes to the implementation of 
policies which act as disincentives to farmers. To determine 
whether PL 480 acts as a disincentive, one would have to know 
that in the absence of PL 480, imports would decrease and 
prices would rise. Most GOE officials outside the Ministry of 
Agriculture insist that if PL 480 were not available, imports 
would continue at similar levels, albeit at greater expense to 
Egyptian public sector resources. 

Because the program of PL 480 assistance was interrupted 
between 1967 and 1974, it is possible to examine the changes in 
price policy and supply response during a period without food 
assistance. The evidence shows that the GOE did increase pro- 
ducer prices and that farmers did respond by increasing both 
productivity and overall production of wheat during this 
period. When PL 480 was re-introduced in 1975, producer prices 
were allowed to decline relative to other crops and relative to 
world market prices. Production also leveled off. Egypt's 
wheat imports expanded significantly to the present level of 
6.5 million metric tons. Although PL 480 Title I accounts for 
about 23 percent of total imports, the GOE's ability to finance 
this high level depends on the availability of foreign exchange 
earnings, principally from oil exports, the Suez Canal, and 
remittances from Egyptians overseas. Since all of these 
sources are more or less flat or declining, the importance of 
PL 480 in helping offset the import bill may increase in the 
future. 

It is unclear whether Egypt enjoys a comparative advantage 
in wheat production. Certainly under the present price regime, 
domestically produced wheat may be assigned more value as fod- 
der for animals and in brick making than for human consumption. 
Farmers do appear to follow their own "food security" program, 
although very little domestic wheat is marketed. There is 
little disagreement that Egypt can increase productivity in 
wheat through application of existing improved technology. An 
experiment sponsored by the GOE and A.I.D. subsidized a sample 
of wheat farmers throughout Egypt to adopt new varieties and 
improved agronomic practices. Yield increases were in the 
order of 50 percent or higher. However, there is little eco- 
nomic incentive to adopt these practices. Egypt cannot meet 
its food security goal through self-sufficiency in wheat. 
Population pressure, improved incomes, and changing consumer 
preferences combine to increase demand for wheat and wheat 
flour. This pressure, combined with expanding claims on avail- 
able foreign exchange earnings, may more than anything else 
force the GOE to find ways to improve domestic wheat produc- 
t ion. 

An analysis was done of four options available to the 
GOE: (a) maintain the status quo; (b) maintain the consumer 



subsidy on wheat, while raising the producer price to interna- 
tional levels and increasing Government procurement levels; (c) 
remove the current subsidy, allowing prices to rise to interna- 
tional levels, but continuing PL 480 shipments; and (d) allow 
prices to rise and curtail PL 480. This analysis is not in- 
tended to assess the social and political impact of these op- 
tions. It also assumes that if PL 480 were curtailed, no other 
government would step in and provide similar support. Never- 
theless, it is useful to illustrate the budget and foreign ex- 
change costs and savings of the array of possibilities which 
the Government may consider. 

2. Distribution of Wheat. The Government wheat distribu- 
tion svstem via the Ministrv of S U D D ~ V  (MOS) works to provide - -  - . 
all paits of the country wi;h wheat and wheat products: Al- 
though differences do exist between supplies to urban and rural 
areas, these were not found to be serious. There is some evi- 
dence to suggest that wheat may be in excess in some areas, 
leading to a perception of wheat as a "free good." One of the 
effects of this Government system has been to strengthen con- 
siderably the MOS control over all elements of the food chain, 
from importation to final distribution. Since it is adminis- 
tratively easier to operate the system as "through-put" for 
imported grains, the team observed that it may be difficult to 
reorient procurement and distribution to a system that relies 
on increased local production. It is clear that this system 
has eliminated or severely reduced regionally centered private 
marketing and processing of wheat and wheat flour. 

3. Nutritional Impact of PL 480 Title I. It is difficult 
if not impossible to disaaareaate the effect of PL 480 wheat 
from the ;otal supply whiE6 tie Government makes available to 
Egyptian consumers. There are inferential data to show that 
increased per capita caloric intake has reached nearly 2,800 
calories per day. Because a high percentage of this is in the 
form of carbohydrates, there is some indication of increased 
obesity and diabetes. On the positive side, there is research 
evidence to indicate that the infant mortality rate fluctuates 
positively in relation to wheat supply. 

4. Impact on the Government of Egyptian Budget. As GOE 
expenditures have increased since 1975, the share o f  the budget 
supported by PL 480 Title I local sales proceeds has declined 
from 5.5 percent in 1976 to 2.4 percent in 1981. If all local 
sales proceeds were assigned to the two principal ministries 
for agriculture, the Ministry of Agriculture and the Ministry 
of Irrigation, the share would increase to about 40 percent of 
those budgets. Of course, locally generated proceeds are not 
allocated to specific accounts. 

A more obvious finding is that food aid, as with any form 
of foreign assistance, relieves foreign exchange constraints. 



5. Self -Help Agreements. The self-help sections of 
PL 480 aareements throush 1979 were written in aeneral and 
ambiguous terms, and th;s PL 480  did not have a-maximum impact 
on developments through these sections. Indeed, self-help 
agreements have been poorly monitored and do not reflect ef- 
forts beyond existing project agreements. Policy dialogue, 
however, showed some improvement beginning in 1979, as did the 
degree of Egyptian coordination and the specificity of agree- 
ments. Greater effort is needed to clarify the Mission's 
responsibility for management of the reporting process. 

6. Foreign Policy Objectives. U.S. food aid has helped 
ensure Eav~tian stabilitv. which in turn Dermitted the Mideast - & .  
peace process, a top U.S. foreign policy priority, to proceed. 
The Government of Egypt considers PL 480  to be a critical ele- 
ment in the U.S.-Egyptian relationship, and views the size of 
the annual allocation as a barometer of U.S. support. 

7. Market Development. PL 480  Title I has had mixed 
results as a market development tool in Egypt. Commercial 
purchasing decisions are based primarily on price and avail- 
ablity, not on Title I levels. 

Issues and Conclusions 

PL 480  Title I has been an important symbol of U.S. com- 
mitment to Egypt. It combines well with Egypt's past and 
present food policy which has worked to provide the Egyptian 
consumer with increasing amounts of cheap bread. The system of 
subsidies, however, has worked to the detriment of wheat pro- 
duction. So long as Egypt's foreign exchange position was 
improving, PL 4 8 0  Title I represented a declining portion of 
the overall food bill. This may change as foreign exchange 
earnings decline or level off. 

PL 480  poses four objectives: indigenous economic devel- 
opment, support of U.S. foreign policy aims, U.S. market 
development, and humanitarian assistance. In the best of situ- 
ations, these objectives are difficult to attain. In the 
Egyptian context, the foreign policy objective has been over- 
riding. Perhaps this is necessary. While efforts have been 
made to encourage commercial purchases of wheat, wheat flour, 
and other commodities, the evidence suggests that Egypt (like 
most countries) bases purchasing decisions primarily on price. 
However, the indirect impact of PL 480  was evidenced by the 
recent U.S. sale of one million tons of wheat flour to Egypt, 
which was facilitated by our long PL 4 8 0  presence there; the 
Egyptian were familiar with U.S. wheat, U.S. Government-related 
export procedures, U.S. shippers, and U.S. Department of Agri- 
culture officials. Finally, there appears to be growing 



recognition by the Egyptian Government of the fact that 
Egyptian food production has suffered from neglect and inappro- 
priate policies. The U.S. Government should continue to 
encourage any effort by the GOE to adjust its agricultural 
pricing policy. The record over time seems to indicate that 
although foreign policy dialogue was facilitated by PI, 480, 
there was little apparent interest in Washington, our A.I.D. 
Mission, or the Egyptian Government in specific economic devel- 
opment efforts related directly to our PL 480 program. Im- 
provement in this area is both possible and desirable to ensure 
that our largest Title I program is in full compliance with the 
letter and spirit of recently legislated amendments to PL 480 
(e.g., the Gilman-Solarz amendments), as well as to the devel- 
opment policy initiatives of the U.S. Government. 
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PREFACE 

This study is part of a series being conducted by the 
Agency for International Development on the impact of food aid 
programs. Beginning in the fall of 1981, the Administrator of 
A.I.D. requested that studies be undertaken on all aspects of 
food aid. As a result, a policy guidance paper was prepared by 
a special task force. Other studies were underway on the im- 
pact of Title I1 of PL 480, and annual evaluations of Title I11 
programs have been required by law. To complete this review of 
the impact and effectiveness of PL 480, Title I studies of 
selected programs at the country level were undertaken by the 
Office of Evaluation, Bureau for Program and Policy Coordina- 
tion (PPC/E) . 

Several concerns motivate this study. First, growing bud- 
getary pressure in the United States has prompted a reexamina- 
tion of the effectiveness of all foreign assistance programs. 
Second, there is a perception that programs to dispose of "sur- 
plus" U.S. grains may no longer be necessary, given rising 
worldwide commercial demand. Although this perception may be 
inaccurate in the near term, long-term fears about meeting 
world food requirements persist. Third, there is a growing 
apprehension that food aid may be counterproductive to devel- 
opment in a variety of ways, including disincentive effects on 
production, subsidization of urban cheap food policies by re- 
cipient governments, and the use of food aid by some govern- 
ments to reward favored groups in the society. 

These and other criticisms continue, together with budget- 
ary pressure, to mount a strong attack on policies favoring the 
continuation of food aid. A.I.D.'s objective is to assist 
development in lesser developed countries (LDC) while serving 
as an instrument of American foreign policy; A.I.D.'s concern 
is to find a way to balance those interests that see food aid 
as a valuable tool of foreign policy and those that see it as a 
hindrance to true development, i.e., to reduced dependency and 
more efficient and effective allocation of limited economic and 
financial resources in LDCs. A.I.D.'s primary effort has been 
to improve the development effectiveness of food aid. It is to 
this end that this and other studies in the series are di- 
rected. 

Even though there have been many criticisms of food aid, 
as pointed out above, several key arguments in favor of food 
aid have prevailed in recent debates. The State Department 
considers food aid to be an important foreign policy instru- 
ment. This view is reinforced in the United States by the 
coalition of agricultural and agroprocessing interests that 
favor food aid as a market development tool for export promo- 
tion, as well as a more direct way of disposing of surplus U.S. 
production. 



In the long run, the broad base of support for food aid 
will be eroded, not only in the United States but in the host 
countries as well, unless a way can be found to mitigate the 
alleged negative effects of the aid and to better integrate 
food aid as a positive factor in an overall development strat- 
egy. In the long run, a dynamic and increasingly productive 
Third World, in which the benefits of growth are shared by the 
population, will be a better market for U.S. goods and services 
than economies that are inefficient, inequitable, and highly 
dependent, given all the political fragility associated with 
such societies. The "real world," however, has always imposed 
severe constraints on translating long-term goals into near- 
term policies. 

Thus, the purpose of these studies is to assess the uses 
and impacts of food aid through the PL 480 Title I program with 
a view towards learning lessons from our past experience and 
finding ways to better integrate and rationalize the legitimate 
foreign policy, commercial, and development objectives inherent 
in the program. 

In FY 1982, the Office of Evaluation selected four coun- 
tries in which to begin this set of studies: Jamaica, Peru, 
Sri Lanka, and Egypt. Another program, the Bangladesh Title 
I11 program, was the last of the series to be evaluated in 
February 1983. These countries were selected for several 
reasons, including size of the program, length of time the 
program had been in operation, conversion to a Title 111 pro- 
gram, level of foreign policy interest, and geographical and 
sociocultural variation. 

The overall scope of work for the study had been developed 
by A.I.D. in collaboration with the U.S. Department of Agri- 
culture (USDA). Each team had the responsibility of developing 
the specific scope of its study to fit the context of its coun- 
try. To help delineate general issues, Hans Singer and Edward 
Clay, of the Institute for Development Studies of Sussex 
University, prepared an issues paper. 

An impact evaluation, as defined by A.I.D., primarily 
explores the effects of A.1.D.-supported projects on the 
intended and unintended beneficiaries. A PL 480 Title I evalu- 
ation provides a challenge in meeting this objective. 

Title I commodity imports do not constitute a project in 
usual A.I.D. parlance; there is no carefully crafted paper 
relating the project to a strategy and outlining in detail the 
nature of the implementation process. PL 480 is, rather, a 
program, and one that has often continued for many years in 
some countries. Furthermore, if one is to analyze the benefi- 
ciaries of Title I, then one must look to the society as a 
whole, both its government and its people. Its total economic 



performance, macroeconomic and microeconomic, must be assessed. 
Although the opportunities for analysis are many and varied, 
the job is both complex and of major magnitude. 

These requirements cannot be fulfilled within the context 
of the usual A.I.D. impact evaluation format and timing. Thus, 
in both breadth and length this report is different. The rea- 
sons lie in the nature of the PL 480 program as well as in the 
structure of food policy formulation and its political respon- 
siveness. The report's length also reflects the need to in- 
clude discussion of aspects of the economic structure of the 
nation in a manner that few other impact evaluations may re- 
quire. 

The evaluation team that conducted the Egyptian study con- 
sisted of four members: two from A.I.D., one from the U.S. 
Department of Agriculture, and one from the U.S. State Depart- 
ment. Three of the four team members have an economics or 
agricultural economics background, and one member is a politi- 
cal scientist. Nutrition, health, policy analysis, and techni- 
cal agriculture are other areas of expertise embodied in one or 
more members of the team. 

The opinions expressed in the report and the appendixes 
are those of the team as a whole and its individual members 
respectively, and these conclusions should not be considered in 
any manner to reflect the official views of the United States 
Embassy or the A.I.D. Mission in Cairo, or any other part of 
the U.S. Government. 

The team would like to thank the Government of Egypt for 
allowing so many of its busy officials to meet with us and for 
making available the data that existed on these complex issues. 
Our meetings with these officials and with respected leaders of 
the business, banking, and academic communities were frank and 
cordial, and often gave the team insight into aspects of food 
policy in a manner that could not be obtained elsewhere. The 
team has not listed these individuals in the report to protect 
their privacy and to indicate that the responsibility for the 
conclusions and errors rests with the team. 

The team had the privilege of traveling around a large 
part of the nation, meeting with a number of farmers, offici- 
als, and other people from a variety of occupations. All of 
these people gave graciously of their time. Special thanks is 
extended to the members of the International Food Policy Re- 
search Institute (IFPRI) Food Grain Research Project, who 
facilitated travel and team members' contacts with Egyptian 
officials in Alexandria, Asheut, and Cairo. Special thanks is 
also extended to Richard Fraenkel at USAID/Cairo, who acted as 
our primary contact and analytical critic in Egypt; Ray Fort, 
the Director of the agricultural office of the Mission: David 



Dunford ,  t h e  Embassy c o u n s e l o r  f o r  economic a f f a i r s ,  and h i s  
s t a f f  members Shaughn Donnel ly  and Bobbie Eason;  and Verle 
L a n i e r  , t h e  a g r i c u l t u r a l  c o u n s e l o r  a t  t h e  Embassy, who f a c i l i -  
t a t e d  t h e  p r o c e s s  o f  o b t a i n i n g  a p p o i n t m e n t s  and who rev iewed 
o u r  t h o u g h t s  a s  t h e y  emerged t h r o u g h o u t  o u r  s t a y .  We a l s o  want 
to  acknowledge M s .  Genay A l l i s o n  f o r  t y p i n g  o u r  many i n i t i a l  
t h o u g h t s ,  a n a l y s e s ,  and i d e a s  w h i l e  we were i n  C a i r o .  
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Agency for International Development 
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Ministry of Health 

MOI Ministry of Irrigation 

Pd Producers' price 
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PPC/E Office of Evaluation, Bureau for Program and Policy 
Coordination 

USAID United States Agency for International Development/ 
Overseas Mission 
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I. INTRODUCTION 

The Agricultural Trade Development and Assistance Act of 
1954, also known as Public Law 480 (PL 480), cites as its basic 
objectives the implementation of U.S. policy to 

-- Develop and expand U.S. agricultural export markets: 

-- Provide humanitarian assistance by combating hunger and 
malnutrition; 

-- Encourage economic development, with particular emphasis 
on those countries determined to improve their own agri- 
cultural production; and, 

-- Promofe the foreign policy of the United States. 
Each of these objectives has been a significant factor motiva- 
ting the U.S. Government to enter into agreements on an annual 
basis with the Government of Egypt (GOE) under Title I of PL 
480. 

The U.S. Department of Agriculture (USDA) has viewed this 
program as crucial to maintaining a continued presence as a 
large-scale supplier of wheat to Egypt. The PL 480 program 
facilitates this objective by making the commodities available 
on highly concessional terms which, for wheat in Egypt, approx- 
imate a 60-percent grant element. In the same vein, the Title 
I agreements with Egypt have each included the provision of 
wheat flour equal to about one-third of the total wheat allot- 
ments under Title I. 

The humanitarian objectives of the Act are probably served 
more directly through Title I1 activities, with their emphasis 
on targeted feeding of nutritionally vulnerable poor through 
food donations, rather than through Title I wheat, which is 
sold in the Egyptian marketplace. Nevertheless, the provision 
of about 30 percent of Egypt's wheat import needs under Title I 
has, by its very size, made basic food grains available to 
poorer elements of Egypt's population. 

A.I.D. has maintained a strong interest since the Title I 
program's re-initiation in 1974 in seeing that the program con- 
tributes to Egypt's economic development. This interest has 
been demonstrated primarily by the rural and agricultural 
development focus incorporated into the self-help section of 
the annually negotiated agreement. 

Finally, the program serves to advance the foreign policy 
objectives of the United States. Title I has been of particu- 
lar importance in demonstrating the closeness of the U.S.- 
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E g y p t i a n  r e l a t i o n s h i p  a t  a  time o f  g r e a t  s e n s i t i v i t y  i n  t h e  
Middle  East p e a c e  p r o c e s s .  

A .  T r e n d s  i n  E g y p t ' s  PL 480 T i t l e  I Program 

I n  many ways t h e  E g y p t i a n  PL 480 T i t l e  I program is 
un ique .  I t  is p a r t i c u l a r l y  v i s i b l e ,  g i v e n  i t s  s i z e  and t h e  
impor t ance  o f  Egyp t  to  American f o r e i g n  p o l i c y  i n t e r e s t s  i n  t h e  
Middle  E a s t .  The PL 480 program i n  Egypt  r e p r e s e n t s  a  major 
s h a r e  ( a b o u t  30 p e r c e n t )  o f  t h e  t o t a l  U.S. T i t l e  I food a i d  
program. I n  a d d i t i o n ,  t h e  program i n  Egypt  h a s  a  l o n g  h i s t o r y .  

Egyp t  began r e c e i v i n g  food  a i d  i n  t h e  form o f  wheat  i n  
1955,  a  y e a r  a f t e r  PL 480 was e n a c t e d .  Egypt  r e c e i v e d  s i g n i f i -  
c a n t  wheat  s h i p m e n t s  under  t h e  program i n  1956 and a g a i n  i n  
1959,  b e f o r e  and a f t e r  t h e  1959 Suez  Canal  c r i s i s .  S i n c e  1960,  
t h e  Un i t ed  S t a t e s  h a s  s h i p p e d  o v e r  $2.3 b i l l i o n  wor th  o f  wheat  
(18.9 m i l l i o n  metric t o n s )  to  Egypt  under  a l l  t h r e e  t i t l e s  o f  
PL 480 (Tab le  1). Fo l lowing  a b r e a k  i n  t h e s e  f l o w s  d u r i n g  t h e  
two E g y p t i a n - I s r a e l i  w a r s  between 1967 and 1974,  to ta l  PL 480 
s h i p m e n t s  i n c r e a s e d  to  a l e v e l  o f  a b o u t  1 . 5  m i l l i o n  m e t r i c  t o n s  
( M m t )  by 1976 and have  c o n t i n u e d  a t  a b o u t  t h a t  l e v e l  t o  t h e  
p r e s e n t .  

Whi le  T i t l e  I1 d o n a t i o n s  ( t o t a l l y  g r a n t )  have p l a y e d  a n  
i m p o r t a n t  role, a c c o u n t i n g  f o r  $ 2 1  m i l l i o n  i n  FY 1981,  most PL 
480 s h i p m e n t s  to Egyp t  have been i n  t h e  form o f  a  T i t l e  I con- 
c e s s i o n a l  sale o f  wheat  and wheat  f l o u r .  I n  a d d i t i o n ,  i n  t h e  
l a s t  s e v e r a l  y e a r s ,  a  modes t  T i t l e  I11 program wor th  $15  
m i l l i o n  h a s  been i n c o r p o r a t e d  i n t o  t h e  T i t l e  I a l l o t m e n t  i n  
Egypt .  Thus,  it is clear t h a t  T i t l e  I p r e d o m i n a t e s  i n  t h e  PL 
480 program. 

B. T o t a l  Wheat I m p o r t s  and C o n c e s s i o n a l  Food A s s i s t a n c e  

Over t h e  l a s t  5  y e a r s ,  Egyp t  h a s  r e c e i v e d  39 p e r c e n t  o f  
i ts wheat  imports from t h e  U n i t e d  S t a t e s ,  w i t h  PL 480 T i t l e  I 
a c c o u t i n g  f o r  between 59 p e r c e n t  (1981)  and 95  p e r c e n t  (1979)  
o f  t h e  U.S. s h a r e .  Al though Canada,  B u l g a r i a ,  Greece, Romania, 
and Turkey  have  a l so  s u p p l i e d  Egypt  w i t h  wheat  i n  v a r y i n g  
amounts ,  t h e  b u l k  o f  E g y p t ' s  r ema in ing  i m p o r t s  beyond t h o s e  
s u p p l i e d  by t h e  U n i t e d  S t a t e s  o r i g i n a t e  from F r a n c e  and Aus- 
t r a l i a .  Taken t o g e t h e r ,  t h e s e  two c o u n t r i e s  and t h e  U n i t e d  
S t a t e s  have  s u p p l i e d  more t h a n  95  p e r c e n t  o f  t o t a l  E g y p t i a n  
imports o v e r  t h e  l a s t  5  y e a r s .  
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Table 1. Egypt PL 480,  1960-1981 

PL 480 Wheat 
Year T i t l e  I  T i t l e  I1  Imports a s  % 

( $  m i l . )  ( 0 0 0 m t ) l  ( $  m i l . )  ( 0 0 0 m t ) l  o f  T o t a l  Imports 

T o t a l  

'mt = m e t r i c  ton 

Source:  U .S .  Department o f  A g r i c u l t u r e ,  Foreign A g r i c u l t u r a l  S e r v i c e ,  
Export C r e d i t s ,  v a r i o u s  y e a r s .  



While Egyptian imports of U.S. wheat have been substantial 
since 1976, the U.S. share of Egyptian imports declined stead- 
ily until last year (1981). This trend is primarily explained 
by a rather marked increase in imports from France, particularly 
of wheat flour. Whereas Egypt's total imports during the last 5 
years increased by roughly 6 percent per year, French exports 
to Egypt increased by more than 40 percent per year from 1977 
to 1980. In fact, France's share of the Egyptian wheat import 
market has exceeded that of the United States during 1980. 
However, a rather surprising reversal of this trend occurred in 
1981 with a commercial import of roughly 1 Mmt of U.S. wheat. 

Information currently available on the price and financial 
terms associated with French and Australian wheat sales indi- 
cates that these terms, for the most part, are considered to be 
commercial. France, under its Coface system, finances 80 per- 
cent of the transaction value for 2 years at an annual interest 
rate of 7.25 percent. Similarly, Australia also offers 2-year 
financing at slightly higher but still concessionary interest 
rates of 12 percent. In contrast, P 480 Title I has been 
provided on more concessional terms. ! 

Two countries are known to have long-term supply agree- 
ments with Egypt. A new 5-year agreement with Australia (Janu- 
ary 1982) guarantees the purchase and supply of 1 Mmt of wheat 
with the option that the parties can negotiate additional pur- 
chases. A 3-year supply arrangement with Canada (1981-1983) 
requires Canada to sup ly Egypt with a minimum of 250,000 mt of 
white wheat each year. 9 

11. SELF-HELP PROVISIONS IN PL 480 TITLE I AGREEMENTS WITH 
EGYPT 

A. Objectives of PL 480 Self-Help Provisions 

PL 480, Section 109, requires that prior to any agreement 
on commodity mix or levels, consideration be given to the 
extent to which the recipient country is undertaking measures 

l~erms include 40-year repayment, 10-year grace, initial 
payment equaling 5 percent of the total purchase price, and 2 
and 3 percent interest charges during the grace and repayment 
periods, respectively. 

'~iven more favorable prices for U.S. and Australian white 
wheat, Egypt imported only 216,000 mt from Canada during the 
first year of the agreement. 



t o  i n c r e a s e  a g r i c u l t u r a l  p r o d u c t i o n  and to  improve commodity 
s t o r a g e  and d i s t r i b u t i o n .  The agreement  must d e s c r i b e  t h e  
m e a s u r e s  a n d ,  under  a  new s e c t i o n ,  s a y  " i n  s p e c i f i c  and measur- 
a b l e  t e rms"  what s e l f - h e l p  measu res  t h e  c o u n t r y  u n d e r t a k e s  and 
how t h e  needy b e n e f i  . Although n o t  r e q u i r e d ,  a d d i t i o n a l i t y  
must a l s o  be  s o u g h t .  5 

The s e l f - h e l p  measu res  a r e  an i m p o r t a n t  l i n k  between t h e  
impor t  o f  food a i d  and t h e  a g r i c u l t u r a l  and r u r a l  development  
e f f o r t s  o f  t h e  r e c i p i e n t  governments .  Because  t h e  Egypt  p ro -  
gram is A . I . D . ' s  l a r g e s t  deve lopment  program ( a l b e i t  funded  
t h r o u g h  Economic S u p p o r t  Funds--ESF), a s  well a s  t h e  l a r g e s t  PL 
480 program, it is w o r t h w h i l e  examining t h e  s u b s t a n c e  and t h e  
m o n i t o r i n g  o f  t h e s e  ag reemen t s  i n  some d e t a i l .  

B. S u b s t a n c e  o f  S e l f - H e l p  Measures  S i n c e  1976 

I n  t h e  a g r e e m e n t s ,  s e l f - h e l p  a c t i v i t i e s  have  focused  p r i n -  
c i p a l l y  on problems o f  E g y p t i a n  a g r i c u l t u r a l  deve lopment ;  t h e  
o n l y  e x c e p t i o n  was an emphas is  on p o p u l a t i o n  and f a m i l y  p l a n -  
n ing  from 1977 th rough  1981  and on s o c i a l  s e r v i c e s  i n c l u d i n g  
h e a l t h  i n  1977 and 1978. 

Two c o n d i t i o n s  have a p p l i e d  c o n s i s t e n t l y  to  a l l  measures :  

1. P r o c e e d s  a c c r u i n g  to  t h e  i m p o r t i n g  c o u n t r y  from t h e  
sale o f  commodi t ies  f i n a n c e d  under t h i s  agreement  w i l l  be  used 
f o r  f i n a n c i n g  t h e  s e l f - h e l p  measu res  [emphas is  added]  set  f o r t h  
i n  t h e  agreement  and f o r  t h e  f o l l o w i n g  economic development  
s e c t o r s :  a g r i c u l t u r e ,  n u t r i t i o n ,  and r u r a l  deve lopment .  

2 .  I n  u s i n g  l o c a l  s a l e s  p r o c e e d s  f o r  t h e s e  p u r p o s e s ,  
emphas i s  w i l l  b e  p l a c e d  on d i r e c t l y  improving t h e  l e v e l s  of t h e  
poorest o f  t h e  r e c i p i e n t  c o u n t r y ' s  p e o p l e  and t h e i r  c a p a c i t y  t o  
p a r t i c i p a t e  i n  t h e  deve lopment  o f  t h e i r  c o u n t r y .  

S e l f - h e l p  measu res  show b o t h  c o n t i n u i t y  and change  o v e r  
t h e  5-year  p e r i o d .  A t o t a l  o f  1 5  s e p a r a t e  a c t i v i t i e s  have been 
w r i t t e n  i n t o  t h e  amendments o v e r  t h i s  p e r i o d .  The a c t i v i t i e s  
t h a t  have  p e r s i s t e d  t h r o u g h o u t  a l l  o r  most of  t h e  p e r i o d  a r e  
( a )  d a t a  c o l l e c t i o n  and a n a l y s i s  on a g r i c u l t u r a l  p r o d u c t i o n  and 
r e l a t e d  v a r i a b l e s ,  and ( b )  a g r i c u l t u r a l  r e s e a r c h  t h a t  s h i f t e d  
from a  t e c h n o l o g y - t r a n s f e r  f o c u s  i n  t h e  e a r l y  y e a r s  ( i n  t h e  
form o f  t e c h n i c a l  a s s i s t a n c e )  to  a n  i n c r e a s e d  emphas is  on 
c a p a c i t y - b u i l d i n g  ( v i a  t r a i n i n g  o f  E g y p t i a n s )  i n  l a t e r  y e a r s  o f  
t h e  program. The p e r i o d  1976 th rough  1979 showed a  s t r o n g  

3~~ 480, S e c t i o n  109 d .  



interest in (a) improving internal marketing, storage, and port 
facilities for foods, oils, and fruits and vegetables (1977); 
(b) strengthening family planning efforts by improving informa- 
tion, analyzing bottlenecks, and developing plans; (c) improv- 
ing land and water management, with special emphasis on 
irrigation and drainage; and (d) strengthening social service 
delivery (1977 and 1978) . 

The period 1979 through 1981 showed a shift towards im- 
provements in Egyptian macroeconomic policy for agriculture, 
with greater emphasis on analyses and studies of various as- 
pects of economic issues in agriculture. These included the 
following: (a) policy review and studies of agricultural pric- 
ing with a view towards changing existing price structure; (b) 
review and analysis of agricultural sector investments, parti- 
cularly with respect to land use; (c) comprehensive review of 
subsidization policies ; and (d) establishment of an agr icul- 
tural mechanization policy emphasizing equipment suitable for 
small farmers. 

Since 1979, there has also been a growing emphasis on the 
role of the private sector, with a specific requirement for the 
establishment of private agricultural cooperatives. 

Throughout the period there has been a trend toward in- 
creasing the specificity of the self-help agreements. Draft 
agreements prepared by A.I.D. indicate improved efforts to pin 
down specific dates for completion of plans and studies. While 
most of these dates did not survive to the final agreement, the 
record reflects a growing concern for timely implementation of 
the agreements. 

It is also apparent that the agreements are used to rein- 
force GOE-USAID (United States Agency for International 
Development/Overseas Mission) project agreements in other 
fields of rural development. For example, the Ministry of 
Agriculture (MOA) has taken an increasingly active role in 
formulating suggestions for inclusion in the agreements. As 
the MOA's own policy positions matured, in part as a function 
of a growing body of literature and research results on 
Egyptian agriculture financed by the U.S. Government, the self- 
help agreements have come to represent opportunities for the 
MOA to build its own case for policy reform. 

However, there remains a problem with the relationship be- 
tween the agreements and the Ministry's ability to implement 
them. The "development" ministries in Egypt do not control the 
policy agenda and have only limited influence over revenue 
allocations not tied to specific projects. To the extent that 
the agreements involve actions within their control, ministries 
still may be limited in their ability to implement the agree- 
ments due to budgetary and personnel constraints. If self-help 



agreements compete with projects, it is likely the latter will 
prevail. This is no doubt why project initiatives have been so 
closely related to self-help agreements in the past. Without 
close coordination and support from other, more powerful ele- 
ments of the Government, it would be difficult: for the MOA or 
Ministry of Irrigation (MOI) to assume these responsibilities. 
As is noted elsewhere, the possibility of coordinated action 
has improved recently through the joint signatures, by the Min- 
istry of Agriculture and the Ministry of Supply and Economic 
Planning, on the minutes of the final memorandum of understand- 
ing between the U.S. and Egyptian Governments on PL 480. 

111. THE EGYPTIAN CONTEXT 

A. An Analysis of Egypt's Wheat Supply Since 1949 

In order to understand the role of PL 480 Title I, it is 
useful to review trends in Egypt's supply of wheat from 1949 to 
1981. Figure 1 provides a graphic presentation of the trends 
in Egypt's supply of wheat. 

Until 1955, there was no foreign food aid assistance, and 
in this early period, there was an increasing trend in domestic 
production from around 1.1 Mmt to as high as 1.7 Mmt, with the 
average annual domestic production being about 1.5 Mmt, which 
is a 40 percent increase over 6 years. During this period, im- 
ports fluctuated substantially. For example, in 1951, imported 
wheat constituted nearly 50 percent of the available supply, 
whereas in 1954 and 1955, the country had a small exportable 
surplus. To reduce this heavy reliance on imports during 1951, 
the GOE in 1952 markedly increased the producer price of wheat 
relative to the world market price and, perhaps more important, 
relative to the other major food and cash crops, e.g., cotton, 
maize, and rice (see Figures 2 and 3). The farmers responded 
by increasing both yields (by about 25 percent in 3 years) and 
the area under wheat cultivation (by about 10 percent in the 
same period) . 

With the advent of food aid in 1955 and particularly in 
1956, the GOE dropped the producer price of wheat relative to 
the world price and relative to the prices of maize, rice, and 
cotton. During the Suez crisis of 1957/1958, the GOE, to main- 
tain consumption levels, imported large quantities of wheat 
amounting to approximately 40 percent of total supplies during 
each year. At the same time, to try to stimulate local pro- 
duction, the Government increased producer wheat prices rela- 
tive to the world price and relative to the price of maize (not 
rice or cotton). Given the short time period and considerable 
international uncertainty, there was no discernible increase in 
domestic wheat yields or acreage (review Figures 1, 2, and 3). 



Figure 1. Trends in Egypt's Wheat Supply Since 1949 
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I n  1959,  food a i d  was renewed. Food a i d  a s s i s t a n c e  in -  
c r e a s e d  to  such  a n  e x t e n t  d u r i n g  t h e  p e r i o d  from 1959 to  1966 
t h a t  Egypt  d i d  n o t  have t o  commerc ia l ly  impor t  any wheat  f o r  3 
o f  t h e  8 y e a r s  (see F i g u r e  1). Only a f t e r  1964 was t h e  GOE 
f a c e d  w i t h  t h e  n e c e s s i t y  o f  s i g n i f i c a n t l y  i n c r e a s i n g  commerc ia l  
wheat  i m p o r t s .  A s  b o t h  t h e  a b s o l u t e  l e v e l  and t h e  p r o p o r t i o n  
o f  food  a i d  grew a f t e r  1960 ,  w i t h  PL 480 wheat  s h i p m e n t s  
c o n s t i t u t i n g  more t h a n  80 p e r c e n t  o f  a l l  food a i d  d u r i n g  t h e  
p e r i o d  (see F i g u r e  4 ) ,  t h e  d o m e s t i c  procurement  p r i c e  o f  wheat  
f e l l  d r a m a t i c a l l y  r e l a t i v e  to t h e  i n t e r n a t i o n a l  p r i c e ,  and t h e  
f a r m g a t e  p r i c e  of wheat  a lso d e c l i n e d  i n  compar ison  to t h a t  o f  
ma ize ,  r ice,  and c o t t o n  (see F i g u r e s  2 and 3 ) .  

A f t e r  1964,  t h e  p r i c e  o f  wheat  r e l a t i v e  to  c o t t o n  and 
maize  began to  i n c r e a s e  a g a i n  as  t h e  amount o f  commerc ia l ly  
p r o c u r e d  impor t ed  wheat  began to r i s e .  T h i s  change  i n  r e l a t i v e  
p r i c e s  became more marked a f t e r  t h e  1967 War and c o n t i n u e d  un- 
t i l  1974 ( r e f e r  to  F i g u r e s  1 and 3 ) .  

During t h e  1967-1974 p e r i o d ,  Egyp t  r e c e i v e d  v e r y  l i t t l e  
food  a i d  and t h e  U.S. PL 480 T i t l e  I program was c o m p l e t e l y  
h a l t e d .  The d o m e s t i c  p rocuremen t  p r i c e  f o r  wheat ,  r e l a t i v e  t o  
b o t h  t h e  i n t e r n a t i o n a l  price and t h e  p r i c e  o f  c o m p e t i t i v e  do- 
mestic crops, rose s i g n i f i c a n t l y  i n  1967 and remained h i g h .  
Domestic wheat  p r o d u c t i o n  g r a d u a l l y  i n c r e a s e d  from t h e  low 
l e v e l  o f  less t h a n  1 .4  M m t ,  to  which i t  had g r a d u a l l y  d e c l i n e d  
i n  1967,  to o v e r  2.0 M m t  i n  1975 ( a n  i n c r e a s e  o f  43 p e r c e n t ) .  
T h i s  i n c r e a s e d  o u t p u t  was a c h i e v e d  by y i e l d  i n c r e a s e s  o f  a b o u t  
35 p e r c e n t  and a c r e a g e  i n c r e a s e s  o f  between 8 and 10  p e r c e n t .  

B e f o r e  t h e  end o f  t h e  p e r i o d  o f  h o s t i l i t i e s  i n  1974 t h e  
d o m e s t i c  p rocuremen t  p r i c e  o f  wheat  d e c l i n e d  r e l a t i v e  to  t h e  
r a p i d  i n c r e a s e s  i n  i n t e r n a t i o n a l  wheat  p r i c e s  f u e l e d  by t h e  
f i r s t  round o f  OPEC o i l  price r i ses  i n  1973. I n  a d d i t i o n ,  t h e  
l e v e l  o f  U.S. PL 480  T i t l e  I wheat  began t o  b u i l d  r a p i d l y  i n  
1975,  so t h a t  by 1977 to ta l  wheat  food a i d  had r eached  a h i s -  
t o r i c a l l y  u n p r e c e d e n t e d  l e v e l  o f  o v e r  2.5 M m t ,  w i t h  t h e  U.S. 
s h a r e  b e i n g  more t h a n  8 5  p e r c e n t .  I t  is s i g n i f i c a n t  to n o t e  
t h a t  t h i s  i n c r e a s e d  food  a i d  o c c u r r e d  j u s t  a f t e r  t h e  food r i o t s  
i n  J a n u a r y  1977.  I n  a d d i t i o n ,  d o m e s t i c  wheat  p r o d u c t i o n  was 
s lumping  a g a i n  due  to  poor d o m e s t i c  p r i c e  i n c e n t i v e s ,  p a r t i c u -  
l a r l y  i n  compar ison  to  p r i c e s  r e c e i v e d  f o r  compet ing  commodi- 
t ies ,  such  as c o t t o n ,  ma ize ,  and r i c e  (see F i g u r e s  2 and 3 ) .  

After t h e  food r io t s  i n  1977 ,  t h e  p roduce r  p r i c e  o f  wheat  
was s u b s t a n t i a l l y  r a i s e d  compared to b o t h  t h e  p r i c e  of c o t t o n  
and t h e  i n t e r n a t i o n a l  p r i c e  o f  wheat .  Both  maize  and rice 
p r o d u c e r  prices were r a i s e d  i n  t h e  same y e a r ,  w i t h  t h e  e f f e c t  
t h a t  t h e  r e l a t i v e  p r i c e  o f  wheat  w i t h  r e s p e c t  to  r ice remained 
c o n s t a n t  b u t  f e l l  w i t h  r e s p e c t  to maize.  Domestic p r o d u c t i o n  
o f  wheat  h a s  i n c r e a s e d  s l i g h t l y  s i n c e  1977,  b u t  h a s  n o t  y e t  
a t t a i n e d  t h e  l e v e l  r eached  i n  1975.  



Figu re  4. U.S.  P ropo r t i on  of E g y p t ' s  T o t a l  Food Aid,  1960-1981 

Source  : Gran t  Scob i e ,  Government P o l i c y  and Food Imports  i n  D e v e l o p i n e  
C o u n t r i e s :  The Case of Wheat i n  Egypt,  (Washington, D.C.: IFPRI, 
September  1981 ) ; Joachim Von Braun, "Wirkunqen von Nahrunqsrn i t t l e  
h i l f e  i n  EmpfBngerlZndern--Vergleichende Untersuchungfur  Agypten und 
Bangladesch ,"  Q u a r t e r l y  J o u r n a l  of I n t e r n a t i o n a l  ~ g r i c u l t u r e ,  19, 4,  
(1980)  338-365. 



With rising export earnings from petroleum and tourism and 
increased remittances from Egyptian workers abroad, commercial 
wheat and flour imports have increased dramatically. Food aid 
in the form of wheat leveled off in 1979 at about 1.9 Mmt, with 
PL 480 wheat constituting about 80 percent. Incremental 
changes have occurred in prices, basically representing 
increasingly poor returns to domestic wheat production. With- 
out the strong demand for a return to wheat straw, wheat pro- 
duction would have declined even more. Furthermore, unless the 
Government actively procures more wheat at the price it has es- 
tablished, the return to wheat production will be increasingly 
dependent on straw demand. During the last several years the 
Government has procured only 10 to 15 percent of the crop. 

Applied agricultural research conducted in Egypt for over 
20 years has recently resulted in the development and testing 
of a higher yielding wheat variety that, in conjunction with 
changes in farming practices with respect to tilling, watering, 
and fertilizer application, has increased yields on farmers' 
fields by about 65 percent. However, without a substantial 
increase in the domestic procurement price of wheat or a signi- 
ficant increase in the price of straw, it would not be economi- 
cally rational for farmers to adopt the new seed and related 
practices given crop rotation practices and other factors con- 
straining their behavior. 

To summarize the findings of this section, the data show 
that when the GOE did not have food aid or when the Government 
was insecure, as in 1951, 1957, and again in 1977, the Govern- 
ment clearly implemented price policies to stimulate domestic 
wheat production. Given a 3- to 5-year production response 
period, domestic production clearly increased, as was the case 
in the early 1950s and between 1967 and 1975. The direct dis- 
incentive effect on domestic production of wheat resulting from 
wheat imports (including PL 480 Title I imports) in support of 
low domestic producer price policy is clear. 

The disincentive effect of PL 480 wheat imports is some- 
what less clear. On the one hand, all imports must share in 
the responsibility for the effect of those imports. On the 
other hand, GOE officials indicated that in the absence of PL 
480, the GOE would continue wheat imports at current levels, 
despite the greater financial strain entailed. Unlike the 
situation in the 1950s or between 1967 and 1975, Egypt now has 
more diverse sources of foreign exchange--worker remittances, 
Suez Canal revenues, oil export earnings, and tourism--which 
could help pay to fill the PL 480 void. Also, added reliance 
might be placed on Egypt's newly rich oil-producing neighbors, 
or those who might take satisfaction in the damaged U.S.- 
Egyptian relationship and the derailed peace process that might 
result from a halt in PL 480. 



B. The Political and Macroeconomic Reality Since 1974 

Despite the financial and political costs involved, Egypt 
entered the Middle East peace process and continued to play a 
key role in the effort that culminated in 1978 in the Camp 
David Accord. The economy had recovered from a devastating low 
point in 1973, helped by the dramatic increases in oil revenues 
and in worker remittances. A close relationship developed be- 
tween Egypt and the United States, reflecting the critical im- 
portance of each country to the other's international interests 
and objectives. However, a rift occurred between Egypt and its 
Arab neighbor states, which were newly rich with fast- 
accumulating oil revenues. The most recent political change 
was President Sadat's assassination (October 1981) and Hosni 
Mubarak's election as President. 

Egypt entered the peace process in 1974 with an economy 
suffering serious financial difficulty. Short-term debt owed 
to some 300 banks was approaching $1 billion. Continued high 
population growth (2.7 to 3 percent per year) in the face of 
finite arable land resources had led to increased food pres- 
sures, with local grain production meeting a relatively smaller 
portion of the country's total cereals requirements. Foreign 
exchange earnings have been insufficient to cover the growing 
food import needs and the country's large debt service. In 
1975, Egypt suffered an overall balance of payments deficit of 
almost $2 billion. Underemployment was a continuing problem 
and the Government has maintained a policy of being the em- 
ployer of last resort, particularly for college graduates. 

For at least 2 decades, the Government of Egypt has subsi- 
dized bread prices. Under Sadat, the Government continued to 
regard as one of its essential functions the provision of bread 
at low prices and in sufficient quantities to meet the needs of 
all Egyptians. The availability of bread as a virtual "free 
good" was equated with stability, and thus the Government 
implemented a policy of subsidizing consumer bread prices while 
importing large amounts of wheat flour via the Ministry of 
Supply to satisfy domestic demand at the subsidized price (see 
Section I11 below). As part of an effort to rationalize the 
agriculture sector, an attempt was made to increase the con- 
sumer price of flour and bread in January 1977. Rioting and 
bloodshed occurred, and the price rise was rescinded. The 
riots underscored to the Egyptian Government the need to pro- 
ceed with great caution in any adjustment of bread prices. 

The period 1974-1977 saw a revitalization of the Egyptian 
economy. The reopening of the Suez Canal produced revenues of 
$167 million in 1977, compared with none in 1974. Oil exports 
(excluding foreign oil company exports) increased from $187 
million in 1974 to $720 million in 1977. Likewise, worker 



remittances jumped from $189 million in 1974 to $897 million in 
1977. These gains were offset, however, by iincreased imports 
of machinery and transportation equipment; thus, the 1977 over- 
all current account deficit of $1.5 billion represented only a 
marginal improvement over 1974's $1.6 billion deficit. 

The economy had recovered significantly by 1977. However, 
the signing of the Camp David Accord in 1978 cut off further 
financial assistance to Egypt from the other Arab states. Nev- 
ertheless, the economy continued to improve through 1979, with 
workers' remittances jumping to more than $2.2 billion, oil ex- 
port earnings to almost $2 billion (reflecting the sharp 1979 
oil price increase), and Suez Canal revenues to almost $600 
million. 

The current economic outlook shows a leveling off of vir- 
tually all current sources of foreign exchange. Oil exports 
will remain steady at best, given the current world oil glut 
and in the absence of new major discoveries. Suez Canal reve- 
nues also parallel world oil demand and are thus expected to 
show no growth. Workers' remittances probablyy will flatten as 
the neighboring Arab states reach their labor absorption capac- 
ity. Tourism, valued at about $600 million in 1979, has actu- 
ally been declining since 1977. Thus, Egypt 'will have to 
redouble efforts to earn or attract the resources needed for 
continued economic development. (These data are summarized in 
Table 5.) 

C. An Analysis of Consumer Subsidies 

Egypt's system for subsidizing consumption of both energy 
and food is well documented and has been the subject of debate 
since the mid-1970s. In 1979 these two subsidies were esti- 
mated to have cost the Egyptian economy approximately $4 bil- 
lion, roughly one-third directed toward food ($1.4 billion) and 
the remainder to energy ($2.6 billion) (see below and Table 2). 
In the short run, removing such subsidies would be equivalent 
to reducing real incomes in Egypt by more than 20 percent. For 
the most part, the food subsidy is concentrated on two 
commodities--wheat and wheat flour (58 percent) and maize (20 
percent)--while the energy subsidy is directed toward consumers 
of gas oil (24.5 percent), kerosene (17.4 percent), fuel oil 
(13.6 percent), and gasoline (8 percent). At first glance, it 
would appear that the food subsidy has increased markedly since 
1976 when it represented less than 20 percent of total public 
expenditures. However, the startling increase between 1978 and 
the two more recent periods can for the most part be explained 
by the devaluation of the Egyptian pound and not by a signifi- 
cant expansion in the volume of food subsidized. Nevertheless, 
the predominance of this subsidy relative to total expenditures 
cannot be ignored. 



T a b l e  2.  E g y p t i a n  Government E x p e n d i t u r e s  on 
Consumer S u b s i d i e s ,  1976-1981/1982 

C a t e g o r y  

T o t a l  P u b l i c  
E x p e n d i t u r e s  
on Consumer 
S u b s i d i e s  1 , 6 7 0  1 , 6 2 8  2,012 2 ,375  2 ,912  3 ,999  

Food S u b s i d i e s  322 3  13  450 880 1 ,108  1 , 4 7 3  

Food S u b s i d i e s  
as a  % o f  
T o t a l  Consumer 
S u b s i d i e s  19 .2  1 9 . 2  22.4 3 7 . 1  38.0 36.8 

S o u r c e s :  Alderman e t  a l . ,  1981;  M i n i s t r y  of  F i n a n c e .  

Fo l lowing  t h e  food r i o t s  o f  1977 ,  2 y e a r s  p a s s e d  b e f o r e  
t h e  E g y p t i a n  Government began a  s e r i o u s  r e c o n s i d e r a t i o n  o f  food  
s u b s i d i e s .  I n  1979 ,  i t  e s t a b l i s h e d  an i n t e r m i n i s t e r i a l  commit- 
tee t h a t  made s e v e r a l  r e f o r m  recommendat ions ,  some o f  which 
were a d o p t e d  and c o n c e n t r a t e d  on r e d u c i n g  t h e  !heat s u b s i d y .  
The d e t a i l s  o f  t h e s e  r e f o r m s  a r e  l i s t e d  below. 

I n  F e b r u a r y  1980 ,  t h e  Government implemented t h e  f o l l o w i n g  
r e f o r m s :  (a )  r a t i o n  books were r e i s s u e d  w i t h  s l i g h t  r e d u c t i o n s  
i n  e l i g i b i l i t y ,  t h e r e b y  removing 300,000 o f  a  t o t a l  o f  7 ,804,614 
f a m i l i e s  f rom t h e  r o l l s ;  ( b )  t h e  i m p l i c i t  p r i c e  o f  b r e a d  was 
r a i s e d  by chang ing  t h e  e x t r a c t i o n  r a t e  from 87 .5  t o  9 3  p e r c e n t  
on t h e  h a l f - p i a s t e r  b r e a d  l o a f ;  (c)  a new l o a f  was i n t r o d u c e d  
a t  1 p i a s t e r  (87.5 p e r c e n t  e x t r a c t i o n )  which was 25 p e r c e n t  
l a r g e r ;  and ( d )  t h e  f l o u r  p r i c e  o f  72 p e r c e n t  e x t r a c t i o n  q u a l -  
i t y  f l o u r  to  b a k e r s  was set  a t  12  p i a s t e r s  p e r  k i l o .  I n  J u l y  
1980 ,  o t h e r  r e f o r m s  were implemented.  These  i n c l u d e d  ( a )  t h e  
p h a s i n g  o u t  o f  c o a r s e  b a l a d y  b r e a d  (93  p e r c e n t  e x t r a c t i o n ) ;  ( b )  
r e d u c i n g  t h e  l o a f  s i z e  o f  h i g h e r  q u a l i t y  b r e a d s  (72  p e r c e n t  
e x t r a c t i o n ) ;  and i n c r e a s i n g  t h e  b a k e r s '  marg in  o n  b a l a d y  b r e a d  

4 ~ o u r c e :  Alderman e t  a l . ,  E g y p t ' s  Food S u b s i d y  and R a t i o n i n g  
System: A D e s c r i p t i o n ,  August  1 5 ,  1981. 



by lowering the price of flour (82 percent extraction) from hE 
6.28 per bag to hE 5 per bag. Finally, late in 1980 the Govern- 
ment increased the price of sugar. 

The public reacted in predicatable ways to these actions. 
Various adversely affected groups engaged in work stoppages and 
warning strikes. The Government, wary of any negative reac- 
tions, rescinded the announced sugar price increase, and has 
since been reluctant to pursue any further actions. 

The reluctance of the Government to remove or reduce the 
wheat subsidy is not centered so much on the likely effects on 
consumption levels as on the perceived hardship of the neces- 
sary price adjustment and the resulting wage demands by labor 
and Government workers. Removing the wheat subsidy would be 
equivalent to reducing real incomes by 4 percent, average con- 
sumption by 2.2 kg per capita per year, and total consumption 
of wheat by 90,000 Mmt or 1.5 percent of 1981 imports. While 
it is true that the relative effect on the poor would be 
greater, it is doubtful that given current consumption levels, 
any significant nutritional deprivation would occur. As al- 
ready mentioned, the problem centers mainly on the magnitude of 
the price adjustment (about 20 percent) t at would be required 
to reach this lower level of consumption. 5 

D. Egypt's Food Requirements 

It is widely accepted that Egypt cannot produce enough 
food to feed its people, given its land constraint. Although 
there is some room for improvement, Egyptian yields are com- 
mendable, when compared with those achieved in other countries. 
In fact, even if Egypt were to obtain the highest yields on 
record internationally for irrigated wheat, maize, and rice, it 
would still remain a net importer of cereals (Tables 3 and 4). 

Egypt currently imports roughly 75 percent of its total 
consumption of wheat and wheat flour. Traditionally an export- 
er of rice, Egypt is faced with the prospect a£ becoming an 
importer unless domestic prices are increased or rice yields 
are improved in the near future. Moreover, to meet growing 

5 ~ h e  wheat subsidy in 1979 was estimated at hE 580 million 
($805 million) which is equivalent to $19.63 per capita ($805 
million/41 million) or 4 percent of average per capita incomes 
($19.63/$460). Given per capita wheat consumption of 185 kg a 
year and assuming an income elasticity of demand of 0.3, this 
is equivalent to 2.2 kg per capita. The price elasticity used 
was .15 (Source: Alderman, et al., 1981). 



Table 3. International Comparison of Yields 
for Wheat, Rice, and Maize 

Area 

- - - - -  

Wheat Maize Rice 
(mt 1 ha) (mt 1 ha) (mt 1 ha) 

Egypt 

United States 

World Average 

World ~ecord' 

'prance, Austria, and Japan, respectively. 

Source: USDA, Agricultural Statistics, 1980 (Washington, 
D.C.: U.S. Government Printing Office, 1980). 

Table 4. Forecast of Egyptian Import Requirements of 
Wheat, Coarse Grains, and Rice, 1978/1980 and 1985 

Crop 1978/1980 1985 

Wheat 

Consumption 7,228 10,488 
Production 1,862 1,627 
Imports 5,366 8,861 

( %  of consumption) (74) (85) 

Coarse Grains 

Consumption 
Production 
Imports 

(% of consumption) 

Rice 

Consumption 
Production 
Exports 

Source: U.S. Department of Agriculture, Foreign Agricultural 
Service, Agricultural Situation, Selected Issues. 



demand for livestock and poultry products, imports of feed- 
grains, particularly maize, have increased dramatically in 
recent years, and now account for over half of total consump- 
tion. Concurrent with this growth in imports of feedgrains has 
been a rather significant increase in imports of red meat and 
frozen poultry. 

Two underlying and often cited reasons for Egypt's rapid 
increase in food consumption are growth in population (2.7 per- 
cent per year) and income (8.2 percent per year) . However, 
just as important has been the Egyptian Government's efforts to 
spread income growth equitably across the population through a 
rather elaborate system of controlled prices. These Government 
subsidies on wheat consumption levels have an important effect. 
According to best estimates, per capita wheat consumption in 
Egypt has grown more than 6.4 percent per year since 1975. 
While population and income growth explains some of this con- 
sumption increase, a residual amount of growth (2.3 percent) 
can be attributed only to a steady decline totaling approx- 
imately 14 percent in the real price of wheat as a result of 
the subsidy system (assuming a price elasticity of demand of 
.15) . 
E. Food Import Financing Capacity 

While a brief review of Egypt's balance of payments situa- 
tion was incorporated in Section 1II.B above, it is useful to 
pursue this analysis a bit further, to ascertain Egypt's abil- 
ity to finance an increasing food import bill. Because Egypt 
cannot expect to meet domestic food needs through local produc- 
tion, its ability to finance the required imports from its 
external accounts should be examined (see Table 5). This ca- 
pacity is in turn dependent on several factors: (a) current 
foreign exchange reserves; (b) the level of Egypt's nonfood 
imports; (c) anticipated merchandise export earnings from cot- 
ton and its byproducts and from petroleum; (d) expected service 
revenues from worker remittances, Suez Canal dues, and tourism; 
(el private and public capital inflows; and (£1 debt service 
payments coming due on earlier borrowings. 

Egypt's foreign exchange reserve position has improved 
steadily for the last several years despite a recurrent deficit 
on its merchandise trade account. In part, this growth in re- 
serves has been due to receipts from Egypt's services accounts, 
specifically receipts from the Suez Canal, worker's remit- 
tances, and tourism. However, another important factor has 
been the continual inflows of both public and private capital. 
(In other words, Egypt has been able to borrow to finance its 
trade deficit.) In fact, since 1976 when Egypt's debt service 
totaled $665 million, payments have increased by roughly 30 



Table 5. Egypt's External Account Balance, 1977-1980/1981 
($U.S. million) 

I tem 

Trade Balance 

Exports, fob 
Petroleum 
Cotton 

Imports, cif 
Food 
Other 

Service Balance 

Receipts 
Suez 
Workers 
Tour ism 
Other 

Payments 

Current Account 1 
Balance 

Net ~ransfers' 

Public 
Multilateral ( 8 )  
Bilateral ( % )  

Private 

Debt service1 

Public ( 8 )  

Private ( 8 )  

l~nformation taken from International Bank for Reconstruction 
and Development, World Debt Tables. 

Sources: 1977-1979, International Monetary Fund, Arab Republic 
of Egypt--Recent Economic Developments, January 23, 
1981; 1977/1980-1980/1981, U.S. Embassy, Economic Sec- 
tion, Egypt ~conomic   rend Report (~ai;o: February 
1982). 



percent per year. Current estimates for 1981 indicate payments 
of more than $1.9 billion, of which roughly half is due to pri- 
vate creditors. At issue is whether or not this pattern can 
continue. 

In examining Egypt's merchandise imports, four elements 
stand out: (1) the rate at which these imports have increased 
over the last 5 years, and more important, during the last 
year; (2) the share (25 percent) devoted to food imports; (3) 
wheat and wheat flour's share of this total, which is roughly a 
third; and (4) the extent to which the food import share of 
total imports has remained relatively constant. Thus, although 
food imports comprise a significant portion of Egypt's total 
merchandise imports, this proportion has not been increasing 
relative to other imports. 

F. Food and Agricultural Policy 

1. Objectives 

Egyptian food and agricultural policy has two sets of ob- 
jectives, those pertaining to (a) consumer requirements and (b) 
producer incentives and response. In an administered economy 
such as Egypt's, normal market forces do not operate in the 
food market. Rather, since 1964, the Government of Egypt has 
attempted to provide subsidized basic foodstuffs to the masses. 

Although the Government also seeks to improve domestic ag- 
ricultural production, its traditional mechanism has not been 
price incentives, but administrative mechanisms and regulatory 
policy. In effect, the Government establishes prices, provides 
subsidies, and regulates amounts produced and supplied based on 
considerations of equity and political stability. Food secu- 
rity is the goal. When production falls short of what the 
Government determines is necessary to meet requirements, the 
Government historically has turned to imports to meet these 
requirements. If imports are not available or the Government 
lacks foreign exchange or access to concessionary food, pro- 
ducer prices are changed. Thus, from the consumption perspec- 
tive, the GOE's primary concern is to keep bread and other 
basics plentiful and cheap. 

On the production side, Government has tended to order its 
priorities around crops that produce foreign exchange--tradi- 
tionally cotton and rice, and more recently citrus and vege- 
tables as well. Production increases in cereal grains, for 
example, have not received a very high priority in the past 
except in periods of emergency, as was delineated above (see 
Section 1II.A). Thus, through a combination of regulated 



prices and water supply, mandatory crop rotations, and Govern- 
ment procurement systems that favor some crops over others, the 
Government has attempted to control production to meet national 
objectives. 

To summarize, the GOE's objectives with respect to food 
and agriculture are (a) to keep basic food (bread) cheap and 
plentiful; (b) to earn foreign exchange through cash crop ex- 
ports (cotton) ; and (c) to keep production costs and prices 
low. 

2. Decision-Making Structure 

The instruments for attaining these objectives are the 
various ministries that manage and implement the command econ- 
omy. The Ministry of Supply, especially its General Authority 
for Supply Commodities, is responsible for keeping food cheap 
and plentiful. This Ministry, charged with the important poli- 
tical task of keeping commodities flowing to the public, has an 
enormous and complex job, along with a commensurate status in 
the decision-making process. 

Because food and agriculture play an important part in the 
overall economy, and because 70 percent of industrial produc- 
tion is in public hands, the Ministry of Economy has a major 
role in setting relative prices. Basic food and energy prices 
to urban industry and workers are kept low; bread, in fact, may 
be seen as an almost free good. Raising consumer prices for 
these items would put pressure on salaries in the urban indus- 
trial and service sectors. Raising producer procurement prices 
without removing subsidies would also put pressure on the bud- 
get and on resources available for further industrial invest- 
ment. These price relationships are of obvious importance in 
the overall management of the economy and, therefore, so is the 
Ministry of Economy. 

The Ministry of Agriculture is responsible for research, 
extension, agricultural statistics, and production. In a com- 
mand economy, the MOA is one of the management units used to 
improve farming technology. In one respect, the MOA has a much 
more active role in Egyptian agriculture than its U.S. counter- 
part. However, in the past, the regulatory management role has 
been more important than the information generation and dissem- 
ination role familiar to U.S. observers. Most analysts 
conclude that although Egypt has a number of well-qualified 
agricultural scientists, support research seriously atrophied 
in the late 1960s and early 1970s. Similarly, analysts often 
comment that it is difficult for Egypt's extension service to 
perform both regulatory and crop management functions while 
also extending new information to farmers. 



Given the basic objectives outlined above, .it is not sur- 
prising that MOA is the least powerful actor in the proGess. 
So long as the overall strategy is to keep basic consumer 
prices low through subsidies, while new investment is concen- 
trated in industrial and urban infrastructure, agriculture is 
unlikely to be the recipient of major new sources of investment 
other than that supplied through donor assistance. 

3. Aqricultural Policy Issues 

Under President Mubarak, Dr. Yussaf Wally, the Minister 
for Agriculture in Egypt, has focused attention on the follow- 
ing issues: 

1. Comparative Advantage. What should be the role of 
Egyptian agriculture? What crops should be grown for 
export and-what crops for domestic c(3nsumption? 

Land. The issues center on the quantity and quality 2 .  - 
of Egypt's limited "oldn land, and the acceleration of 
investment for developing "new" land (reclaimed from 
the desert). With respect to old land, major projects 
are underway to improve drainage, but the quantity of 
good agricultural land going to urban development is 
alarming. Land values are high and increasing, more 
as a function of urban pressure than rising produc- 
tivity of agriculture. 

3. Production. Egyptian yields compare favorably with 
those of other countries, but there is considerable 
potential for improvement. The Minister believes that 
technology is immediately available for improved 
yields, but production incentives are not consistent 
with these possibilities. In the unregulated sectors 
of the agricultural economy, i-e., meat and vegeta- 
bles, farmer production response has been positive. 

4. Labor. Whether labor is short or plentiful, the gen- 
eral perception is that Egyptian agriculture must 
mechanize if increased production and comparative 
advantage are to be realized. Mechanization on an 
appropriate scale for Egyptian conditi-ons, it is 
argued, would reduce constraints on the intensity of 
land use for food crops, much of which now goes for 
fodder to feed draft animals, and vastly improve har- 
vesting time, now hampered by seasonal labor con- 
straints. 

5 .  Inputs. Although Egyptian consumption of improved 
inputs is increasing, most observers agree that 



consumption of improved seeds, fertilizer, machinery, 
and other inputs is still relatively weak. With the 
possible exception of irrigation drainage, agricul- 
tural investment could increase significantly and 
would result in higher yields and greater production 
if investment incentives were made available. 

Much of the MOA's position may be summed up by the follow- 
ing argument. Egyptian agriculture has been heavily taxed to 
finance a strategy of industrialization. Although agriculture 
procurement prices have risen, they are still well below world 
market prices. Where prices have been allowed to rise, there 
has been a supply response. 

On the basis of demonstration plots organized by joint 
GOE-A.I.D. projects, the MOA is convinced that technology is 
available which can immediately expand output if the GOE were 
willing to consider a more positive policy toward agriculture 
investments and procurement prices. It is argued that a true 
food security policy would reduce dependence on foreign im- 
ports, although most people recognize that Egypt will never 
become self-sufficient. Improvements in MOA research, exten- 
sion, and other aspects of Egypt's agriculture will permit 
Egypt to marginally increase current levels of production, but 
there will be no "take off" unless there is a significant shift 
in current Government price procurement policies. 

IV. IMPACT OF THE PL 480 TITLE I PROGRAM ON EGYPT 

A. The Egyptian Political Perception 

Since U.S. food aid to Egypt under Title I of PL 480 began 
in 1954, the program has been viewed in Egypt as a symbol of 
U.S. support. The Government of Egypt derives several benefits 
from this program that are considered crucial to the Govern- 
ment's performance. These benefits include (a) the Govern- 
ment's continued ability to provide bread to the masses, (b) 
foreign exchange savings, (c) supply assurance in times of 
world wheat scarcity, and (d) budgetary support provided by the 
sale of the PL 480 wheat and wheat flour on the local market. 
The Egyptian view of PL 480 as a bellwether of U.S.-Egyptian 
relations is supported by the local recollection of changes in 
PL 480 levels paralleling shifts in the bilateral relationship. 
This was, of course, most obvious when Title I to Egypt ceased 
in 1967. 

Under President Sadat, bread was viewed by the people and 
Government as a fundamental right and responsibility, respec- 
tively. Thus, the export of Title I wheat and wheat flour to 



Egypt was accorded special significance, since it implied U.S. 
concern to fulfill a basic Egyptian responsibility. 

The importance of U.S. Title I wheat shipments to Egypt 
was underscored by the difficulties Egypt ex~erienced in ob- 
taining wheat in 1973-1974, a period when serious financial 
difficulties coincided with a worldwide wheat scarcity and high 
prices (wheat was quoted at up to $250 per ton compared with 
$80-$100 per ton the previous year). According to Egyptian 
Government officials charged with procuring 1 million tons of 
imported wheat at that time, the USSR rejected an Egyptian re- 
quest, Canada did not have sufficient wheat, American suppliers 
were unable to reach agreement on price or terms, and Australia 
eventually supplied the wheat on 18-month, 18-percent credit 
terms. Since they had difficulty in procuring the needed 
wheat, Egyptian officials considered it particularly important 
not only to obtain assurances of wheat supply via Title I, but 
also to obtain it on concessional terms. Further, unlike other 
bilateral and multilateral assistance programs, PL 480 benefits 
are realized during the year in which an agreement is signed. 
This is because all U.S. outlays occur in the same year that 
funds are authorized. The result, as Egyptian leaders view it, 
is a program marked by the absence of a "pipelinew or any 
blockages therein. In light of PL 480's historical importance 
in Egypt and the fact that the program was abruptly terminated 
in 1967, it is not surprising that the Government of Egypt has 
viewed Title I as a critical element in the development of 
U.S.-Egyptian relations. 

B. Effect on the Agricultural Sector 

PL 480 Title I has affected the agricu1t:ural sector in at 
least two ways. The program has supported GOE policies regard- 
ing producer prices and consumer subsidies which have had a 
direct negative impact on domestic wheat production in Egypt. 
In Section 1II.A above, an historical analysis of the changing 
availability of food aid (mainly PL 480 Title I) is shown to be 
a major factor in the Government of Egypt's determination of 
domestic wheat-procurement price policy and thus, in the longer 
run, domestic production. During the two periods when food aid 
was plentiful, i.e., 1955-1966 and 1975-present, the wheat pro- 
curement price generally did not support wheat production. Not 
only was it generally set below the international price, but 
the price was also allowed to fall relative to the prices of 
other crops of interest to the Government. As a consequence, 
the domestic production of wheat during both periods of sub- 
stantial food aid remained stable or declined slightly. 

In contrast to the two periods of substantial food aid, 
there were two periods when U.S. food assistance was nonexis- 
tent or negligible, i.e., prior to 1955 and during 1967-1974. 



During t h o s e  two p e r i o d s ,  d o m e s t i c  wheat p rocuremen t  p r i c e s  
o f t e n  were  close t o  o r  above i n t e r n a t i o n a l  p r i c e s ,  t h e  r e l a t i v e  
p r i c e  of  wheat  i n  r e l a t i o n  t o  o t h e r  p r imary  a g r i c u l t u r a l  commod- 
i t i e s  was h i g h ,  and d o m e s t i c  wheat  o u t p u t  g r a d u a l l y  i n c r e a s e d  
a f t e r  a  2- t o  3-year l a g  b e c a u s e  o f  i n c r e a s e d  y i e l d s  a n d ,  t o  a 
lesser e x t e n t ,  i n c r e a s e d  l a n d  under  wheat  c u l t i v a t i o n .  

I t  is i m p o r t a n t  to  n o t e  t h a t  d u r i n g  b o t h  p e r i o d s  when food 
a i d  was p l e n t i f u l ,  e v e n t s  prompted t h e  Government t o  r a i s e  do- 
mestic wheat  procurement  p r i c e s  i n  an  e f f o r t  to  s e e k  s h o r t - r u n  
d o m e s t i c  s u p p l y  r e s p o n s e s .  I n  t h e  e a r l i e r  p e r i o d ,  t h e  s t i m u l u s  
was t h e  1957 Suez  C a n a l  c r i s i s ,  and i n  t h e  l a t e r  p e r i o d ,  t h e  
food r io ts  o f  1977 prompted t h e  a c t i o n .  I n  b o t h  c a s e s ,  t h e  
d o m e s t i c  s u p p l y  r e s p o n s e  was n e g l i g i b l e ,  which i n d i c a t e s  t h a t  
p r i c e  c h a n g e s  have  o n l y  a l o n g e r  r u n  e f f e c t  on  d e c i s i o n s  t a k e n  
by f a r m e r s ,  p a r t i c u l a r l y  g i v e n  c r o p  r o t a t i o n  r e q u i r e m e n t s .  

B e s i d e s  d i r e c t l y  a f f e c t i n g  d o m e s t i c  wheat  p r o d u c t i o n  as 
o u t l i n e d  above ,  t h e  PL 480 T i t l e  I program h a s  c o n t r i b u t e d  to  
o t h e r  changes  i n  a g r i c u l t u r e .  These  o t h e r  changes  are primar- 
i l y  c a u s e d  by i n t e r c o n n e c t i o n s  e x i s t i n g  i n  t h e  E g y p t i a n  f a rming  
sys tem.  Cropping p a t t e r n s  a r e  d e t e r m i n e d  i n  p a r t  by t h e  Gov- 
e rnmen t  v i a  c o t t o n  p r o d u c t i o n  t a r g e t s .  Fa rmers  a l s o  make  a  
c o n s i d e r a b l e  number o f  d e c i s i o n s  a b o u t  how to  a l l o c a t e  t h e i r  
l a b o r  time to  c r o p s  and o t h e r  a c t i v i t i e s ,  and t h e  e x t e n t  to  
which f e r t i l i z e r s  and w a t e r  w i l l  be  a p p l i e d  a c c o r d i n g  to  e x t e n -  
s i o n  s p e c i f i c a t i o n s .  F u r t h e r m o r e ,  t h e  t i m i n g  o f  crop p l a n t i n g ,  
t e n d i n g ,  and h a r v e s t i n g  is a d e c i s i o n  made by f a r m e r s ,  who con-  
s i d e r  t h e  r e l a t i v e  r e t u r n  o f  each  d e c i s i o n .  

I n  t h e  f i r s t  i n s t a n c e ,  a  s i g n i f i c a n t  r e s e a r c h  program was 
i n i t i a t e d  t h r o u g h  PL 480 r e s o u r c e s  to  d e v e l o p  a  set o f  new 
t e c h n o l o g y  p a c k a g e s  f o r  wheat ,  r ice,  ma ize ,  and o t h e r  g r a i n s .  
Work w i t h  wheat  h a s  p r o g r e s s e d  t o  t h e  p o i n t  where a new pack-  
a g e ,  i n c l u d i n g  new s e e d  and t h e  a p p r o p r i a t e  a p p l i c a t i o n  o f  
f e r t i l i z e r ,  w a t e r ,  and m e c h a n i z a t i o n ,  c a n  i n c r e a s e  s m a l l  
f a r m e r s '  y i e l d s  by more t h a n  50 p e r c e n t .  A g r i c u l t u r a l  t e c h n i -  
c i a n s  a r e  conv inced  t h a t  s i m i l a r  p r o d u c t i v i t y  i n c r e a s e s  a r e  
f e a s i b l e  w i t h i n  1 to 2 y e a r s  w i t h  o t h e r  c r o p s  as well .  How- 
e v e r ,  f a r m e r s  have  l i t t l e  i f  any  i n c e n t i v e  to  p roduce  such  
commodi t i e s ,  g i v e n  t h e  e x i s t i n g  a g r i c u l t u r a l  e x t e n s i o n  s y s t e m  
and o t h e r  weaknesses  i n  t h e  c a p a b i l i t y  o f  t h e  GOE to  implement 
r a p i d  changes  i n  t h e  p r e s e n t  a g r i c u l t u r a l  p r i c e  p o l i c y  ( p a r -  
t i c u l a r l y  w i t h  r e s p e c t  to  wheat and r i c e ) ,  which h a s  k e p t  
d o m e s t i c  prices well  below i n t e r n a t i o n a l  p r i c e s  (see F i g u r e  2 ) .  

I f  one  a n a l y z e s  t h e  c r o p  o p t i o n s  a v a i l a b l e  to t h e  t y p i c a l  
small f a r m e r ,  t h e  i m p o r t a n c e  o f  price p o l i c y  becomes immediate- 
l y  o b v i o u s  i f  t e c h n o l o g y  a c c e p t a n c e  and p r o d u c t i o n  c h o i c e s  a r e  
to  be  a l t e r e d .  (See  Appendix G for a more in -dep th  s t a t e m e n t . )  
T a b l e  6 p r e s e n t s  t h e  s a l i e n t  f e a t u r e s  o f  t h e s e  o p t i o n s .  



T a b l e  6 .  E g y p t i a n  Farm Management O p t i o n s ,  1979 

P r i n c i p a l  Crop 
Crop G r o s s  Margin 

Season  C r o s s  p e r  Pe r sonday  
(bE) ~ a r g i n l  (bE/fed . /day)  

Wheat 

No S t r a w  ( f a r m g a t e  p r i c e s )  

With S t r a w  

I n t e r n a t i o n a l  P r i c e s  
( w i t h  s t r a w )  

N e w  Technology (50% y i e l d  
i n c r e a s e  i n  f a r m g a t e  
p r i c e s ,  w i t h  s t r a w )  

N e w  Technology and I n t e r -  
n a t i o n a l  P r i c e s  ( w i t h  s t r a w )  

Long Berseem 

S h o r t  Berseem 

C o t t o n  ( f a r m g a t e  p r i c e s )  

Rice ( f a r m g a t e  p r i c e s )  

Maize ( f a r m g a t e  p r i c e s )  

Winter  

Win te r  

Win te r  

Win te r  

Winter  

Winter  

Win te r  

Summer 

Summer 

Summer 

' ~ r o s s  margin  = r evenue  minus cost of p r o d u c t i o n .  

Source :  Cuddihy, World Bank, 1980 ,  and Appendix G ,  T a b l e  G-1 .  

Given  f a r m e r s '  c o n s t r a i n t s  on l a n d  and l a b o r ,  and g i v e n  a  
f a r m e r ' s  o p t i o n  o f  d e t e r m i n i n g  e v e r y  2 or 3 y e a r s  which c r o p  
r o t a t i o n  to  c h o o s e  (which d e f i n e s  t h e  a r e a  p l a n t e d  i n  c o t t o n ) ,  
f a r m e r s  p r e f e r  to p l a n t  t h e  c r o p s  t h a t  b r i n g  them t h e  l a r g e s t  
r e t u r n s .  Dur ing  t h e  w i n t e r ,  t h e  f a rmer  h a s  a c h o i c e  between 
growing berseem ( c l o v e r )  or wheat  ( e x c l u d i n g  many v e g e t a b l e  
o p t i o n s  o f  local i m p o r t a n c e ) .  F u r t h e r ,  f a r m e r s  can  choose  how 
l o n g  to  wait t o  p l a n t  and h a r v e s t  t h e  w i n t e r  c r o p s ,  depend ing  



on the relative returns of summer crops and the time required 
to obtain these returns (growing seasons for each crop are of 
variable lengths). Farmers also have the option of determining 
how much of their or other household members' time to allocate 
to each activity pertinent to each crop planted. The time 
intensity applied to key agricultural activities has a major 
impact on yields, and is the principal source of a short-run 
output response. 

Thus, given the options presented in Table 6, it is not 
surprising to find that increasingly little wheat is being pro- 
duced in areas of Egypt where berseem is a viable alternative 
(especially when it is possible to purchase wheat and wheat 
products in every small town and village throughout the coun- 
try). Given farmgate prices prevailing during the 1979-1982 
period, without the additional return obtained from wheat straw 
(a return greater than that obtained from the wheat itself), 
the farmers were losing money by growing wheat. Even with the 
additional return from straw, the berseem returns were substan- 
tially higher. Only if the domestic price of wheat were raised 
significantly, e.g., to that approximating the international 
price (an increase of about 2.5-fold) , could gross margins and 
returns to labor begin to be competitive with either short or 
long berseem. 

Of equal importance, the data presented in Table 7 show 
that without a substantial price increase, the increased output 
which is possible using a new technology package will not lead 
to significant improvements in the returns to farmers, because 
production costs also increase and the return to berseem is 
still greater. Therefore, even if wheat output could be in- 
creased by the adoption of the new technology, the high berseem 
returns would still dominate farmer decision-making behavior. 

To summarize, the PL 480 Title I program in wheat has 
contributed to price policies that have supported significant 
winter-crop choice distortions (farmers plant berseem rather 
than wheat) and have led to the anomalous situation in which, 
although new technologies are now possible through PL 480 Title 
I funding, the price incentives necessary to spread the new 
innovation are lacking. 

C. Government Budget Impact 

Section 106(b) (1) of PL 480 Title I stipulates that Title 
I agreements must include provisions to assure that proceeds 
from the sale of commodities be used for the economic develop- 
ment purposes agreed upon in the sales agreement. Although 
host countries are allowed to use the local currencies gener- 
ated by the sale of wheat to carry out self-help agreements, 



T a b l e  7. T r e n d s  i n  PL 480 L o c a l l y  G e n e r a t e d  Revenues  i n  Egypt  i n  Comparison With T o t a l  
Government  E x p e n d i t u r e s  and T o t a l  E x p e n d i t u r e s  of t h e  M i n i s t r i e s  o f  A g r i c u l t u r e  and  I r r i g a t i o n ,  

I n c l u d i n g  R e l a t e d  P u b l i c  S e r v i c e  I n s t i t u t i o n s  and  Economic A u t h o r i t i e s ,  1975-1981. 

- - . - 
T o t a l  Combined PL 480 Revenue as PL 480 Revenue as 

T o t a l  C e n t r a l  F x p e n d i t u r ~  P e r c e n t a q e  o f  P e r c e n t a q e  o f  
PL 480 Govt. Fxpendi t u r e  MOI and MOA, T o t a l  C e n t r a l  T o t a l  MOI and 

Revenues  ( R e c u r r e n t  and C a p i t a l )  ( R e c u r r e n t  and  C a p i t a l )  Govt .  E x p e n d i t u r e  MOA E x p e n d i t u r e  
Year (bE  m i l l )  ( b f  m i l l )  ( b E  m i l l )  ( l ) t ( 2 )  ( l I t ( 3 )  

S o u r c e :  GOE Budqets ,  Annual  E s t i m a t e s .  



t h e r e  is no p r o v i s i o n  f o r  p l a c i n g  t h e  c u r r e n c i e s  i n  a  s p  c i a 1  
a c c o u n t .  T h i s  is l e f t  t o  t h e  d i s c r e t i o n  o f  t h e  m i s s i o n .  % 

I n  Egyp t ,  t h e  r e v e n u e s  g e n e r a t e d  by t h e  s a l e  o f  PL 480 
commodi t ies  p r i o r  to  t h e  1967 c u t o f f  i n  a s s i s t a n c e  were used  t o  
d i r e c t l y  f i n a n c e  development  a c t i v i t i e s .  The f i r s t  s e l f - h e l p  
report a f t e r  t h e  r enewa l  o f  PL 480 i n  1975 makes s p e c i f i c  r e f -  
e r e n c e  to  "32 PL 480 Resea rch  P r o j e c t s "  funded i n  t h a t  e a r l i e r  
p e r i o d  a t  a  cost o f  hE 1 .8  m i l l i o n .  I t  a l s o  n o t e d  t h a t  PL 480 
c o n t r i b u t e d  bE 1 .55  m i l l i o n  to t h e  i n v e s t m e n t  budge t  o f  t h e  MOA 
i n  1975 and 1976. S u b s e q u e n t  s e l f - h e l p  r e p o r t s  d o  n o t  p r o v i d e  
s i m i l a r  i n f o r m a t i o n  on t h e  s p e c i f i c  u s e  o f  r e c y c l e d  c u r r e n c i e s ,  
so it is u n c l e a r  how such  r e v e n u e s  are u s e d .  It is o n l y  known 
t h a t  t h e y  g o  to t h e  E g y p t i a n  t r e a s u r y  and a r e  a l l o c a t e d ,  a s  are 
a l l  o t h e r  r e v e n u e s ,  t h r o u g h  t h e  a n n u a l  budge t  p r o c e s s .  S i n c e  
t h e  c u r r e n t  PL 480 program r e p r e s e n t s  a  d o l l a r  l o a n  ( repayment  
is i n  d o l l a r s )  a t  a  h i g h l y  c o n c e s s i o n a r y  r a t e ,  t h e  E g y p t i a n  
v iew is t h a t  t h e  l o c a l  r e v e n u e s  g e n e r a t e d  by PL 480 sales are 
E g y p t ' s  to  be  a l l o c a t e d  a s  i t  sees f i t .  

I n  t h e  a b s e n c e  o f  a  s p e c i a l  a c c o u n t  f o r  PL 480 p r o c e e d s  i n  
Egyp t ,  t h i s  s t u d y  h a s  i n v e s t i g a t e d  two q u e s t i o n s .  F i r s t ,  what 
is t h e  v a l u e ,  i n  E g y p t i a n  pounds ,  o f  r e c y c l e d  p r o c e e d s  each  
y e a r  s i n c e  t h e  program was r e i n s t i t u t e d  i n  1975? Second,  what  
c h a n g e s  have  o c c u r r e d  i n  t h e  i n v e s t m e n t  and r e c u r r e n t  b u d g e t s  
o f  t h e  M i n i s t r y  o f  A g r i c u l t u r e ,  M i n i s t r y  o f  I r r i g a t i o n ,  and 
M i n i s t r y  o f  H e a l t h  ( r e s p o n s i b l e  f o r  f a m i l y  p l a n n i n g ) ,  i n c l u d i n g  
c h a n g e s  i n  t h e  p e r c e n t a g e  s h a r e  o f  t h e  budge t  f o r  t h o s e  m i n i s -  
t r i e s  most a f f e c t e d  by s e l f - h e l p  ag reemen t s?  Al though f u n d s  
a r e  f u n g i b l e ,  o u r  h y p o t h e s i s  is  t h a t  t h e  b u d g e t s  f o r  r e l e v a n t  
Government m i n i s t r i e s  s h o u l d  r e f l e  t t h e  s e l f - h e l p  e f f o r t s  
i n d i c a t e d  by t h e  PL 480 agreement .  'i 

S i n c e  1975 ,  t h e  PL 480 program h a s  p r o v i d e d  t h e  c e n t r a l  
Government w i t h  s i g n i f i c a n t  local r e v e n u e s  from t h e  s a l e  o f  t h e  
commodi t ies .  The t r e n d s  i n  t h e s e  r e v e n u e s  a r e  p r e s e n t e d  i n  
T a b l e  7  i n  compar ison  w i t h  t o t a l  c e n t r a l  Government e x p e n d i t u r e  
t r e n d s  and e x p e n d i t u r e s  by t h e  two p r i n c i p a l  m i n i s t r i e s  t h r o u g h  
which PL 480 s e l f - h e l p  a c t i v i t i e s  have  been  programmed. 

'see Agency f o r  I n t e r n a t i o n a l  Development ,  Bureau f o r  Program 
and P o l i c y  C o o r i n d a t i o n ,  "Food f o r  P e a c e  Program,"  u n d a t e d  
p a p e r .  

7 ~ h e  team c o n s i d e r s  t h i s  a n a l y s i s  t e n t a t i v e  b e c a u s e  t h e  
E g y p t i a n  b u d g e t  is c o m p l i c a t e d  and n o t  amenable  to  comparab le  
a n a l y s i s  o v e r  time. A more comprehens ive  a n a l y s i s  is n e c e s s a r y  
to o b t a i n  a complete u n d e r s t a n d i n g  o f  t h e  a l l o c a t i o n  p a t t e r n .  
(See  Appendix I ,  F i g u r e s  1-1 to 1-4 f o r  more d e t a i l  o n  t h e  
E g y p t i a n  Government budge t . )  



The d a t a  p r e s e n t e d  i n  T a b l e  7 show s e v e r a l  i m p o r t a n t  
t r e n d s .  F i r s t ,  r e v e n u e s  from t h e  PL 480 program i n c r e a s e d  
n e a r l y  e i g h t f o l d  from 1975 to  1981. Even t h e  r a p i d  i n c r e a s e  i n  
Government e x p e n d i t u r e s  ( o v e r  f i v e f o l d  i n  t h e  same p e r i o d )  h a s  
n o t  been a s  h i g h .  

More s i g n i f i c a n t l y ,  PL 480 l o c a l  r e v e n u e s  have r e p r e s e n t e d  
n e a r l y  40 p e r c e n t  o f  t o t a l  a g r i c u l t u r a l  and i r r i g a t i o n  expendi -  
t u r e s  from a l l  gove rnmenta l  i n s t i t u t i o n s  s i n c e  1976. Because  
t h e s e  two sectors c o n s t i t u t e  t h e  p r i n c i p a l  f o c u s  of a c t i v i t y  i n  
t h e  s e l f - h e l p  a g r e e m e n t s ,  t h i s  i n c r e a s e d  e x p e n d i t u r e  p a t t e r n ,  
which m i r r o r s  t h e  growth  i n  PL 480 r e v e n u e s ,  i s  s i g n i f i c a n t .  
However, it is i m p o r t a n t  to  n o t e  t h a t  t h e  p r o p o r t i o n  o f  t o t a l  
Government e x p e n d i t u r e s  i n  a g r i c u l t u r e  and i r r i g a t i o n  h a s  
s t e a d i l y  d e c l i n e d  s i n c e  1975 from around 1 5  p e r c e n t  to  6 p e r -  
c e n t  i n  1 9 8 1  (see Appendix I ,  F i g u r e s  1-2 and 1-3 f o r  d e t a i l s ) .  

S e v e r a l  o f  t h e  PL 480 s e l f - h e l p  ag reemen t s  focused  on i n -  
c r e a s i n g  h e a l t h  and f ami ly -p lann ing  a c t i v i t i e s .  An a n a l y s i s  o f  
t h e  r e c u r r e n t  and c a p i t a l  b u d g e t s  o f  t h e  c e n t r a l  Government 
from 1975 to  1981  shows t h a t  w h i l e  t o t a l  r e c u r r e n t  and c a p i t a l  
e x p e n d i t u r e  on h e a l t h  and f ami ly -p lann ing  s e r v i c e s  h a s  in -  
c r e a s e d ,  t h e  p r o p o r t i o n  o f  to ta l  Government e x p e n d i t u r e s  t h a t  
it r e p r e s e n t s  h a s  d e c l i n e d .  S i n c e  1977,  b o t h  r e c u r r e n t  and 
c a p i t a l  e x p e n d i t u r e s  have  f l u c t u a t e d  a t  around 2 p e r c e n t  of t h e  
t o t a l ,  w i t h  r e c u r r e n t  e x p e n d i t u r e s  showing a s t e a d y  d e c l i n e  to  
less t h a n  1.5 p e r c e n t  i n  1981.  (See Appendix I f o r  t a b l e s  and 
f i g u r e s  t h a t  p r o v i d e  t h e  d e t a i l e d  i n f o r m a t i o n  u n d e r l y i n g  t h e s e  
comments. ) 

I n  c o n c l u s i o n ,  t h e  b a s i c  h y p o t h e s i s  t h a t  local r e v e n u e s  
g e n e r a t e d  by t h e  s a l e  o f  PL 480 wheat  would b e  r e f l e c t e d  i n  t h e  
b u d g e t s  o f  m i n i s t r i e s  cha rged  w i t h  implementing s e l f - h e l p  ac- 
t i v i t i e s  c a n n o t  b e  conf i rmed .  Based on t h e  a v a i l a b l e  e v i d e n c e ,  
a l l o c a t i o n s  to  a g r i c u l t u r e ,  i r r i g a t i o n ,  and h e a l t h  o v e r  t h i s  
period show a s u b s t a n t i a l  d e c l i n e  i n  t h e  p e r c e n t a g e  share of 
t h e  r e c u r r e n t  budge t  and a s h a r p  d e c l i n e  from 1974 t h r o u g h  
1977, fo l lowed  by a s l i g h t  i n c r e a s e  i n  c a p i t a l  e x p e n d i t u r e s  i n  
1981. The effects o f  PL 480 r e v e n u e s  are d i f f i c u l t  to  d i s e n -  
t a n g l e  from t h e  e f f e c t s  o f  A.1.D.-funded p r o j e c t s .  S i n c e  most 
o f  t h e  p r o j e c t s  c o n t a i n  p r o v i s i o n s  f o r  d o l l a r  p u r c h a s e s  o f  
local c u r r e n c y ,  a s  w e l l  as o f  d i r e c t  f o r e i g n  exchange ,  it is 
l i k e l y  t h a t  a  good d e a l  o f  t h e  MOA/MOI budge t  is l i n k e d  c l o s e l y  
to donor p r o j e c t s .  

D. E q u i t y  o f  Wheat D i s t r i b u t i o n  i n  Egypt  

Egypt  h a s  embarked on  a n  a m b i t i o u s  program o f  s u b s i d i z i n g  
food to t h e  consumer.  Many o f  t h e  s t a p l e  items i n  t h e  E g y p t i a n  
d i e t  are s u b s i d i z e d .  Wheat and r e l a t e d  p r o d u c t s  such  as b a l a d y  



and shami bread are the most heavily subsidized. The food sub- 
sidy program has grown dramatically, particularly since 1974, 
to constitute approximately 30 percent of central Government 
expenditures and between 5 and 8 percent of GDP. Thus, a cen- 
tral thrust of Egypt's food policy has been to widely distrib- 
ute staple food commodities, particularly wheat and bread, at 
low prices to the consumer. 

Given that the GOE subsidizes the consumption of wheat via 
its food subsidy system, to what extent is wheat consumption 
equitably distributed? This question can be addressed in sev- 
eral ways. First, a Lorenz curve analysis of the 1980-1981 
governorate-specific distribution of wheat by the General Au- 
thority for Supply Commodities (GASC) of the Ministry of Supply 
shows a highly equitable distribution pattern. (See Figure 1-5 
in Appendix I.) While the distribution is not totally equit- 
able, it shows that the most disadvantaged 40 percent of the 
population receives 30 percent of the wheat, which is equiva- 
lent to 1,350 calories per capita per day from wheat--a level 
considerably above the World Food Programme's standard for food 
security. Further, the most advantaged 10 percent of the popu- 
lation receives only 15 percent of the wheat. Such a distribu- 
tion is very equitable in comparison to most similar analyses 
of income distribution; the lowest 40 percent of the populace 
typically receives less than 10-12 percent of the income, and 
the top 10 percent often receives more than 40 percent of the 
income. Finally, the data underlying the Lorenz curve analysis 
suggest that the Upper Egyptian (South) governorates and 
Alexandria genera1l.y have larger-than-proportionate per capita 
shares of wheat, with Cairo and Giza right at the mean per 
capita levels. 

There is evidence from 1979-1980, however, that shows that 
there are considerable differences in wheat. distribution among 
various groups in the population. For that period, the data 
show urban dwellers generally consuming more than rural dwel- 
lers on a per capita basis. Second, in both rural and urban 
areas, the lowest expenditure group is consuming more wheat 
than the more affluent. Bread is primarily consumed in urban 
areas, whereas wheat flour predominates among the poor in the 
rural areas. (See Table 1-4 in Appendix I for the details of 
this analysis.) 

The above analysis tends to support the proposition that 
the Government monitors local production before distributing 
the imported wheat and wheat flour. A statistical analysis 
conducted by Von Braun (1982) further confirms that finding. 
In addition, his analysis provides supporting evidence that 
other factors may be considered in the regional distribution of 
wheat. These other factors include the percentage of the popu- 
lation residing in urban areas (positive association), the 
average wage rate (negative association), and the proportion of 



t h e  work f o r c e  employed by t h e  Government ( p o s i t i v e  a s s o c i a -  
t i o n )  . 

I n  summary, t h e  Government wheat d i s t r i b u t i o n  s y s t e m  v i a  
t h e  MOS works to  p r o v i d e  a l l  p a r t s  o f  t h e  c o u n t r y  w i t h  a  wheat  
s u p p l y  t h a t  is now s i g n i f i c a n t l y  above t h e  World Food P ro -  
gramme's minimum food s e c u r i t y  s t a n d a r d .  To have  deve loped  
such  a s y s t e m  r e p r e s e n t s  a n  i m p o r t a n t  c o n t r i b u t i o n  to  t h e  
a t t a i n m e n t  o f  e q u i t a b l e  deve lopment .  

E. E f f e c t  on D i e t a r y  P a t t e r n s  and H e a l t h  and N u t r i t i o n  S t a t u s  

1. D i e t a r y  P a t t e r n s  

Some a u t h o r s  have  p o s t u l a t e d  t h a t  PL 480 h a s  a n  a d v e r s e  
e f f e c t  on d i e t a r y  p a t t e r n s  by s u b s t i t u t i n g  impor ted  f o r  l o c a l  
food  and by chang ing  consumpt ion  p a t t e r n s  toward t h e  commodity 
be ing  s u b s i d i z e d .  I n  Egyp t ,  wheat and r e l a t e d  p r o d u c t s  a r e  
s u b s i d i z e d ,  i n  p a r t  t h rough  PL 480 T i t l e  I. :In t h i s  s e c t i o n ,  
e v i d e n c e  f o r  s h i f t s  i n  d i e t a r y  p a t t e r n s  a r e  rev iewed.  I n  t h e  
n e x t  s e c t i o n ,  t h e  a d v e r s i t y  o f  t h i s  s h i f t  is a n a l y z e d  i n  terms 
o f  e f f e c t s  on h e a l t h  and n u t r i t i o n a l  s t a t u s .  

Between 1970 and 1979,  c e r e a l  p r i c e s  i n  Egyp t - -heav i ly  
domina ted  by wheat and wheat  p r o d u c t s - - f e l l  by 20 t o  50 p e r c e n t  
r e l a t i v e  to  a l l  f o o d s  and a l l  consumer items i n  b o t h  r u r a l  and 
u rban  a r e a s  (see Appendix I ,  T a b l e  1-5 f o r  d e t a i l s ) .  Assuming 
t h a t  c e r e a l s  a r e  normal  g o o d s ,  and t h a t  E g y p t i a n  consumers  
r e spond  to p r i c e  s h i f t s  a s  d e s c r i b e d ,  t h e  consumers  p r o b a b l y  
w i l l . c o n s u m e  more o f  t h e  r e l a t i v e l y  c h e a p e r  f o o d ,  i . e . ,  wheat 
and r e l a t e d  items. 

L i m i t e d  i n f e r e n t i a l  da ta  s u p p o r t  such  a consumpt ion  s h i f t .  
The d a t a  p r e s e n t e d  i n  T a b l e  8  show t h a t  a n  i n c r e a s i n g  p r o p o r -  
t i o n  o f  calories i n  r u r a l  and u rban  E g y p t i a n  d i e t s  is consumed 
i n  t h e  form o f  wheat  and r e l a t e d  items, p a r t i c u l a r l y  a f t e r  1965 
when t h e  r e l a t i v e  price c h a n g e s  began to m a n i f e s t  t h e m s e l v e s .  
I t  would be  u s e f u l  to c o n d u c t  a  s i m i l a r  a n a l y ~ i s ~ a f t e r  t h e  
c o m p l e t i o n  o f  t h e  1981-1982 househo ld  consumpt ion  s u r v e y ,  p a r -  
t i c u l a r l y  g i v e n  t h e  i n c r e a s i n g  d r o p  i n  t h e  r e l a t i v e  p r i c e  of 
wheat  i n  r e c e n t  y e a r s .  

2. H e a l t h  and N u t r i t i o n  S t a t u s  

While it is d i f f i c u l t  i n  Egyp t  to  d e t e r m i n e  e m p i r i c a l l y  a n  
unambiguous r e l a t i o n s h i p  between t h e  PL 480 T i t l e  I program and 



Table 8. Trends i n  Food Composition of Egyptian D i e t ,  1958/1959 t o  1974/1975 

Year 

-- 

Rural Urban 

1964/ 1974/ 1958/ 1964/ 1974/ 
1965 1975 1959 1965 1975 

Tota l  Calor ies  per  
Capita  per  Day From 
Wheat, Wheat Flour, 
Bread, and Noodles 

To ta l  Calor ies  per  
Capita  per  Day, 
A l l  Items 

Percentage of Calor ies  31.0 
From Wheat Items 

Source: Table 4.5, page 125 i n  Alderman, and Department of Health, Education, and 
Welfare/Food and Agr icul ture  Organization, Food Composition Table fo r  Use 
l n  Africa,  (Bethesda, Md.: D H m ,  National  Center f o r  Chronic Disease Con- 
t r o l ,  1963) 



human w e l f a r e ,  a s  measured by improvements i n  h e a l t h  and n u t r i -  
t i o n  s t a t u s  and c o r r e s p o n d i n g  changes  i n  demographic  v a r i a b l e s ,  
a number of  u s e f u l  p o i n t s  c a n  be made. 

F i r s t ,  a n a t i o n a l  n u t r i t i o n  s u r v e y  was conduc ted  i n  1978. 
A summary o f  t h e  f i n d i n g s  is p r e s e n t e d  i n  T a b l e  9 .  These  d a t a  
show t h a t  1 to  5 p e r c e n t  o f  p r e s c h o o l  c h i l d r e n  a r e  s e v e r e l y  
m a l n o u r i s h e d ,  depending  on t h e  measure  o f  n u t r i t i o n a l  s t a t u s  
u s e d ,  and  t h a t  modera t e  m a l n u t r i t i o n  also e x i s t s .  The we igh t -  
f o r - h e i g h t  measure  also shows t h a t  more t h a n  3 p e r c e n t  o f  t h e  
c h i l d r e n  are o v e r w e i g h t  (20+ p e r c e n t )  . When comparing n u t r  i- 
t i o n a l  s t a t u s  a c r o s s  g e o g r a p h i c a l  r e g i o n s ,  t h e  d a t a  show a 50- 
p e r c e n t  r ange  o f  v a r i a n c e  above and below t h e  a v e r a g e  f i g u r e s  
p r e s e n t e d  above.  The most f a v o r a b l e  n u t r i t i o n  s t a t u s  was found 
i n  A l e x a n d r i a ,  small c i t i e s ,  and l a r g e  v i l l a g e s .  The most un- 
f a v o r a b l e  measu res  were l o c a t e d  i n  r u r a l  a r e a s ,  e s p e c i a l l y  i n  
t h e  s o u t h .  

T a b l e  9. N u t r i t i o n a l  S t a t u s  o f  E g y p t i a n  P r e s c h o o l  
C h i l d r e n ,  1978 
( P e r c e n t a g e s )  

N u t r i t i o n a l  S t a t u s  
Undernour i shed  

Measure S e v e r e  Moderate  Normal Overweight  

Weight  f o r  H e i g h t  0.6 1 .7  94.7 3.1 

H e i g h t  f o r  Age 4.5 16.7 78.9 N A 

Weight  for Age 0.8 8.0 91.2 NA 

Source  

S 

MOH, Arab R e p u b l i c  of Egyp t ,  N u t r i t i o n  S t a t u s  S u r v e y ,  
1978,  pp. 24,  27, and 30. 

n c e  1978,  wheat  consumpt ion  h a s  i n c r e a s e d  from a b o u t  157 i 
kg p e r  capita p e r  y e a r  to n e a i l y  200 kg p e r  c a p i t a  p e r  y e a r ,  a n  
i n c r e a s e  o f  n e a r l y  24 p e r c e n t .  The d i s t r i b u t i o n  s y s t e m  d e v e l -  
oped f o r  impor t ed  wheat  h a s  been  improved to t h e  p o i n t  t h a t  it 
p e r m e a t e s  even  t h e  most remote  areas o f  t h e  c o u n t r y ,  i n c l u d i n g  
t h e  r u r a l  s o u t h .  The Lorenz c u r v e  a n a l y s i s  (Appendix I ,  F i g u r e  
1-5) conduc ted  on 1980-1981 d a t a  p o i n t e d  out t h a t  t h e  lowest 
per capita d i s t r i b u t i o n  to a g o v e r n o r a t e  is a b o u t  65 p e r c e n t  o f  
t h e  a v e r a g e  per c a p i t a  l e v e l ,  e . g . ,  a b o u t  130 kg per c a p i t a  p e r  



y e a r ,  or n e a r l y  1 ,200  c a l o r i e s  p e r  c a p i t a  p e r  day .  F u r t h e r ,  
t h e  g o v e r n o r a t e s  which were i d e n t i f i e d  a s  hav ing  t h e  p o o r e s t  
n u t r i t i o n a l  s t a t u s  l e v e l s  i n  1978,  i . e . ,  t h e  g o v e r n o r a t e s  i n  
t h e  r u r a l  s o u t h ,  were r e c e i v i n g  t h e  l a r g e s t  wheat  d i s t r i b u t i o n s  
i n  1980-1981 o f  a b o u t  240 kg p e r  p e r s o n  p e r  y e a r ,  or n e a r l y  
2,200 c a l o r i e s  p e r  c a p i t a  p e r  day .  

F i n a l l y ,  r e a l  p e r  c a p i t a  income growth  i n  Egypt--approxi-  
m a t e l y  25 p e r c e n t - - h a s  o c c u r r e d  o v e r  t h e  l a s t  3  y e a r s .  Given 
a n  income e l a s t i c i t y  o f  demand f o r  food  o f  a b o u t  0 .3  (Von 
Braun,  1 9 8 0 ) ,  t o t a l  food consumpt ion  p r o b a b l y  h a s  i n c r e a s e d  by 
an a d d i t i o n a l  8  t o  10 p e r c e n t  or a b o u t  200 c a l o r i e s  per c a p i t a  
p e r  day  to  n e a r l y  2 ,800 c a l o r i e s  per c a p i t a  p e r  day i n  r u r a l  
areas and 2,700 i n  u rban  a r e a s .  S i n c e  p a r a s i t i c  d i s e a s e s  i n  
t h e  p o p u l a t i o n  g e n e r a l l y  have  n o t  i n c r e a s e d  i n  r e c e n t  y e a r s  
( a c c o r d i n g  to  D r .  A 1  Buck, T r o p i c a l  D i s e a s e  E x p e r t ,  A . I . D . ) ,  it 
is r e a s o n a b l e  to  c o n c l u d e  t h a t  t h e  n u t r i t i o n a l  s t a t u s  h a s  i m -  
p r o v e d ,  p e r h a p s  w i t h  an i n c r e a s i n g  p r o p o r t i o n  o f  t h e  p o p u l a t i o n  
b e i n g  o v e r w e i g h t .  

P e r h a p s  o f  g r e a t e r  i n t e r e s t  to  E g y p t ,  g i v e n  t h e  change  i n  
d i e t  toward  a g r e a t e r  i n g e s t i o n  o f  wheat  c a r b o h y d r a t e s  i n  a 
h i g h l y  r e f i n e d  form and t h e  i n c r e a s e d  p e r  c a p i t a  c a l o r i c  i n -  
t a k e s ,  is t h e  i n c r e a s i n g  i n c i d e n c e  o f  d i a b e t e s  (and  p o s s i b l y  
o t h e r  c h r o n i c  d i s e a s e s  a s  we l l ) .  Accord ing  to Dr. Buck, t h e  
MOH is q u i t e  conce rned  and w a n t s  to  i n i t i a t e  a  d i a b e t e s  s c r e e n -  
i n g  program f o r  c h i l d r e n  pr ior  to  t h e i r  e n t e r i n g  s c h o o l .  

Only i n f e r e n t i a l  i n f o r m a t i o n  is a v a i l a b l e  w i t h  r e s p e c t  to  
c h a n g e s  i n  a g g r e g a t e  h e a l t h  s t a t u s  i n d i c a t o r s  i n  r e l a t i o n  to 
c h a n g e s  i n  wheat  consumpt ion  and PI, 480 a v a i l a b i l i t y .  The most 
commonly used  h e a l t h  s t a t u s  measure f o r  d e v e l o p i n g  c o u n t r i e s  is 
t h e  i n f a n t  m o r t a l i t y  r a t e  ( I M R ) .  While  t h e r e  a r e  d a t a  d i f f i -  
c u l t i e s  a s s o c i a t e d  w i t h  E g y p t i a n  e s t i m a t e s  of t h e  IMR, t h e  d a t a  
p r e s e n t e d  i n  a p a p e r  by Rashad (Hoda Rashad,  Augus t  1981)  t e n d  
to  show t h a t  o v e r  t h e  l a s t  35 y e a r s  when t h e r e  was a d i s r u p t i o n  
i n  t h e  s u p p l y  o f  wheat f o r  any r e a s o n ,  e . g . ,  war or s i g n i f i c a n t  
r e d u c t i o n  i n  i m p o r t s ,  t h e  IMR i n c r e a s e d  i n  t h e  s u b s e q u e n t  y e a r .  

F. The Macroeconomic Impac t s  o f  PL 480 T i t l e  I 

S i n c e  1975,  Egypt  h a s  r e c e i v e d  s i g n i f i c a n t  economic a s -  
s i s t a n c e  from t h e  U n i t e d  S t a t e s  t h r o u g h  PL 480 T i t l e  I .  I n  
1981,  t h i s  a s s i s t a n c e  amounted to  $275 m i l l i o n .  Given t h e  
f i n a n c i a l  terms a s s o c i a t e d  w i t h  t h i s  $275 m i l l i o n  t r a n s f e r ,  t h e  
p r o v i s i o n  o f  t h e  1 .5  M m t  h a s  been  r o u g h l y  e q u i v a l e n t  to  g i v i n g  
t h e  E g y p t i a n s  $158 m i l l i o n  i n  g r a n t  a s s i s t a n c e .  One i s s u e  is 
whether  or n o t  t h e  economic b e n e f i t s  o f  t h i s  t r a n s f e r  t o  t h e  
E g y p t i a n  Government outweigh  i ts  economic c o s t s ,  even  s e t t i n g  
a s i d e  t h e  c r i t i c a l  q u e s t i o n  o f  t h e  r e l a t i o n s h i p  be tween e a s i l y  



available bread, PL 480 Title I assistance, and domestic poli- 
tical stability. A more tractable question is to what extent 
Egyptian policy initiatives, particularly those fostering agri- 
cultural development, might offset any negative effects of PL 
480, and secondarily, whether or not it would be in Egypt's 
interest to receive the same level of balance-of-payments sup- 
port but in a different form. The following analysis reviews 
four policy options for their impact on domestic wheat produc- 
tion, consumption, and imports. The foreigg exchange implica- 
tions of each option are discussed as well. 

As discussed above, Egypt has engaged in a major consumer 
price subsidization program focused on food and energy items. 
In 1979 alone, the total subsidy bill for food and energy cost 
the Egyptian Government approximately $4 billion. Of this 
total, the food subsidy was estimated to cost $1.4 billion, 
more than half of which was accounted for by the wheat subsidy 
For these reasons, Egypt is once again reassessing its food 
policy toward wheat. 

There are essentially four options available to the 
Egyptian Government: (a) to maintain the status quo; (b) to 
maintain the consumer subsidy on wheat, while raising the pro- 
ducer price to international levels and incre.ss ing Government 
procurement levels; (c) to depart from current policy and re- 
move the consumer subsidy, allowing domestic prices to rise to 
international levels, but with the Government continuing to ac- 
cept PL 480 shipments to save foreign exchang'e; and (d) to 
follow the third option, except that the Government would no 
longer accept PL 480 shipments. 

Six economic impacts are considered in the subsequent 
analysis of these policy options. These effects are summarized 
in Table 10 below, and include the effect of PL 480 Title I on 
domestic wheat consumption; domestic wheat production; wheat 
imports; foreign exchange; production of other commodities such 
as cotton, maize, and rice, valued at international prices; and 
procurement costs borne by the Government to handle the addi- 
tional domestic production. The analytical procedures employed 
in this analysis are based primarily on a system of equations 
which provided mean-poi t estimates of direct and cross-price 
elasticities of supply .8 Further, an estimate of the price 
elasticity of demand of 0.15 for wheat was used, following 
analysis employed by Alderman, et al. (1981). No account was 
taken of the other crop choice decisions that could be made by 

 or a more complete 
9~uddihy, 1980; Hadi 
1980. 

treatment of this analysis see Appendix H. 

Esfahani and Sarris, 1981; and Van Braun, 



Table 10. Benefits and Costs Associated With Four 
Different Policy Options Facing Egypt, 1981 

(in millions of U.S.$) 

Policy Options 

Status 
I tem QUO 2 3 4 

I. Consumption (Mmt) 

11. Production (Mmt) 

III. Imports 

IV. 

v. 

VI . 

A. PL 480 

(Wt) 
($mil.)' 

B. Other 

(Wt) 
($mi1.)2 

Foreign E change 
Savings 3 

Gain on Complementary 
Crops (feedgrains 
and rice) 

Loss on Competing 
Crops (cotton) 

VII. Treasury Outlays 
Procurement Costs 

'1n terms of the 60% "grant element" of the 1982 PL 480 loan. 
2 ~ n  international prices. 
3~igures in this row are derived by adding 1II.A and 1II.B of 
the Status Quo column and comparing it with the figure obtained 
in each of the other three policy option columns when 1II.A and 
1II.B are added together. 

Sources: U.S. Department of Agriculture, Foreign Agricultural 
Service, Agricultural Situation, various issues; 
Appendix G, Table G-3, p. G-11. 



farmers, particularly with respect to the livestock industry 
and vegetable production. Further, the analysis fails to con- 
sider the impact on wages and economic growth of removing the 
consumer subsidy, and how changes in wheat price policy would 
affect economic choices in the milling and baking industries. 

Table 10 summarizes the economic impact of the four policy 
options. For example, if Egypt were to decide to raise the 
domestic producer price of wheat, it would have to procure a 
larger proportion of the domestic production, thereby increas- 
ing outlays by the treasury (option 2, row VII) by $145 mil- 
lion. In contrast, if the consumer subsidy is removed, this 
outlay disappears (options 3 and 4) and domestic consumption 
would decline (row I), as would the amount of total imports 
required to balance a lower level of consumption with a higher 
level of production. (Compare total supply figures shown in 
rows 11, III.A, and 1II.B.) 

Assuming PL 480 shipments were to continue, the value of 
the imported wheat would decline by $140 million (row III.B, 
option 1 less option 3). The effect of removing the $158 mil- 
lion transfer of PL 480 Title I wheat is to increase the total 
cost of the 4.4 Mmt imported under options 3 and 4 by nearly 
$77 million (row III.A, option 3 plus row III.B, option 3 less 
option 4). 

The domestic production effects are summarized in rows 5 
and 6. If Egypt were to raise producer prices to international 
levels, wheat, maize, and rice production would increase by 23 
percent, 38 percent, and 37, percent, respectively (See Appen- 
dix Table G-3.). However, these increases would come at the 
expense of domestic cottonseed and lint production, which would 
decline by roughly 48 percent. On balance, the value of the 
increase in wheat ($65 million, the difference between option 2 
and option 1, row III.B), maize ($138 million), and rice ($361 
milion, row 5) would more than compensate for the loss in reve- 
nues due to reduced cotton production ($170 million, row 6). 

If the Egyptian Government were to continue to receive PL 
480 Title I wheat and maintain its consuygr subsidy on wheat, 
it would still save roughly $391 million in foreign exchange 
if it were to raise producer wheat prices to international 
levels. Although the Government would undoubtedly have to 
procure more of the domestic crop in order to support this 

'O~his figure was derived by adding the foreign exchange 
savings due to reduced wheat imports to the revenues from the 
increase from complementary crops (row 5 ) ,  and then subtracting 
the loss on competing crops (row 6). 



price, the additional procurement costs ($145 million)ll in- 
volved would not exceed the net increase in the value of pro- 
duction due to increased wheat, rice, and corn production and a 
reduction in cotton production. Moreover, if the Government 
were to remove the consumer subsidy while maintaining its 
imports of PL 480 (option 3), the foreign exchange savings 
would be larger ($488 million) primarily because of a reduction 
in total imports. However, if PL 480 wheat shipments were 
curtailed and the $158 million transfer foregone (option 4) , 
the benefit to the Egyptian economy would be roughly equivalent 
to that resulting if the consumer subsidy were maintained while 
the Government increased domestic producer prices in line with 
international wheat prices (option 2; compare the net figure of 
rows IV, V, and VI) . 

Finally, in terms of the effectiveness of PL 480 Title I 
as a resource transfer, Egypt would be just as well off from a 
foreign exchange standpoint if, once it removed the consumer 
subsidy on wheat, it were to receive a monetary allocation of 
$96 million instead of a PL 480 transfer with a market value of 
$275 million and a grant equivalent value of $158 million. The 
figure of $96 million is obtained by comparing the foreign 
exchange savings difference between options 3 and 4 (row IV). 
However, this gain in foreign exchange savings would be counter 
balanced by a loss in consumer surplus (welfare) of about $435 
million due to higher consumer prices. 

V. BENEFIT OF PL 480 TITLE I TO THE UNITED STATES 

A .  U.S. Foreign Policy Objectives 

Lasting peace in the Middle East has been a top U.S. for- 
eign policy priority for the past 30 years. The period follow- 
ing the 1973 Yom Kippur War witnessed real progress toward this 
major U.S. objective. The participation of the Government of 
Egypt has been essential to the success of this effort. Such 
participation, a bold venture in any event, would have been far 
more difficult in the absence of domestic tranquility. The 
Government of Egypt under President Sadat considered the provi- 
sion of inexpensive bread to all Egyptians to be a critical 
element in the country's continued tranquility. With wheat 
self-sufficiency not possible given the country's limited 
arable land area, Egypt's inexpensive bread policy had to be 

 h his estimate does not include any administrative costs that 
would be incurred. It is derived by multiplying the new pro- 
duction level of 2.2 Mmt by the price change of $66 per mt. 



s u p p o r t e d  by l a r g e - s c a l e  i m p o r t s .  U.S. e x p o r t s  of  wheat and 
f l o u r  under  PL 480 T i t l e  I l e s s e n e d  t h e  p r e s s u r e  on t h e  
E g y p t i a n  Government t o  o b t a i n  f o r e i g n  exchange  f o r  t h e s e  wheat 
p u r c h a s e s  from o t h e r  s o u r c e s .  From a n o t h e r  p e r s p e c t i v e ,  U.S. 
food  a i d  h e l p e d  t h e  Government o f  Egypt  implement its p o l i c y  o f  
f r e e l y  a v a i l a b l e  b r e a d  f o r  t h e  masses, t h u s  h e l p i n g  e n s u r e  t h e  
d o m e s t i c  s t a b i l i t y  r e q u i r e d  to  i n i t i a t e  and c o n t i n u e  t h e  h i s -  
t o r  ic p e a c e  p r o c e s s .  

B. Market  Development Impact  

One o f  t h e  f o u r  major l e g i s l a t i v e  o b j e c t i v e s  of  PL 480 a i d  
is to  d e v e l o p  and expand m a r k e t s  f o r  U.S. a g r i c u l t u r a l  p r o d u c t s .  
Under ly ing  t h i s  o b j e c t i v e  is t h e  l e g i s l a t i v e  i n t e n t  t h a t  conces -  
s i o n a l  s a l e s  s h o u l d  l e a d  t o  an i n c r e a s e  i n  U.S. a g r i c u l t u r a l  
e x p o r t s  o v e r  and above t h o s e  l e v e l s  t h a t  would be p u r c h a s e d  
t h r o u g h  " n o r m a l '  commerc ia l  c h a n n e l s  a t  c u r r e n t  marke t  p r i c e s .  
I n  t h e  s h o r t  r u n ,  i t  is g e n e r a l l y  assumed t h a t  t h e  f i n a n c i a l  
t e r m s  under PL 480 h e l p  to  i n c r e a s e  t h e  U.S. s h a r e  o f  t h e  coun- 
t r y ' s  i m p o r t  marke t .  Given t h e  f o r e i g n  exchange  s a v i n g s  which 
r e s u l t ,  i t  is a l s o  assumed t h a t  t h e  c o u n t r y  w i l l  b e  a b l e  to  
f i n a n c e  an i n c r e a s e d  l e v e l  o f  i m p o r t s .  I n  s u p p o r t  o f  t h i s  
a s s u m p t i o n ,  e m p i r i c a l  s t u d i e s  i n  o t h e r  c o u n t r i e s  i n d i c a t e  t h a t  
a 1 m i l l i o n  metric t o n  i n c r e a s e  i n  food a i d  l e a d s  t o  1 . 6  m i l -  
l i o n  m e t r i c  t o n  i n c r e a s e s  i n  t h e  c o u n t r i e s '  o v e r a l l  i m p o r t s .  

The long- run  impact  o f  PL 480 food a i d  is more problem- 
m a t i c .  One s c h o o l  o f  t h o u g h t  is  t h a t  by s p e e d i n g  up f o r e i g n  
exchange and d o m e s t i c  r e s o u r c e s  PL 480 s t i m u l a t e s  economic 
g rowth .  T h i s  growth  i n  t u r n  l e a d s  to h i g h e r  l e v e l s  o f  consump- 
t i o n  and i n c r e a s e d  l e v e l s  o f  i m p o r t s .  Here t h e  e v i d e n c e  is  n o t  
q u i t e  a s  c l e a r  c u t .  

A s  a n  i n i t i a l  s t a r t i n g  p o i n t ,  t h e  f i r s t  a s p e c t  checked  is 
whether  o r  n o t  PL 480 is d i s p l a c i n g  commercial  marke t  pu r -  
c h a s e s .  From a t e c h n i c a l  s t a n d p o i n t ,  t h i s  c r i t e r i o n  h a s  been  
t r a n s l a t e d  to  mean t h a t  commercial p u r c h a s e s  o f  t h e  commodity 
made a v a i l a b l e  under  PL 480 s h o u l d  n o t ,  i n  any one y e a r ,  f a l l  
below a 5-year  moving a v e r a g e  o f  t o t a l  commerc ia l  p u r c h a s e s .  
T h i s  5-year  a v e r a g e  is g e n e r a l l y  r e f e r r e d  to  a s  a u s u a l  marke t -  
i ng  r e q u i r e m e n t  (UMR) . According  t o  FA0 p r i n c i p l e s ,  t h e  common 
p r a c t i c e  h a s  been to  view t h e  UMR w i t h  r e g a r d  to a l l  i m p o r t s ,  
whether  t h e y  a r e  from t h e  Un i t ed  S t a t e s ,  Canada, t h e  European 
Economic Community (EEC), A u s t r a l i a  or some o t h e r  donor .  A 
q u i c k  r ev iew o f  E g y p t i a n  wheat imports s i n c e  1973/1974 (Appen- 
d i x  I ,  T a b l e  1-6) c l e a r l y  d e m o n s t r a t e s  t h a t  Egypt  h a s  met i t s  
UMR, i . e . ,  c o n c e s s i o n a l  ( g r a n t )  wheat  s a l e s  have  n o t  l e d  to  a n  
o v e r a l l  d e c l i n e  i n  E g y p t ' s  commercial p u r c h a s e s  o f  wheat .  



The obvious problem with this criterion (UMR) from a U.S. 
market development perspective is that Egypt's total commercial 
purchases of wheat could be increasing while its purchases from 
the United States are declining. This has in fact been the 
case. As can be seen in Table 11, between 1978 and 1979, Egypt 
reduced its commercial wheat purchases from the United States. 
Similarly, for four consecutive years (1976-1980) the U.S. 
share of Egyptian wheat imports declined from 41 to 32 percent. 

On the surface this trend would seem to indicate that PL 
480 Title I concessional sales have not been an effective mar- 
ket development tool in promoting U.S. wheat exports. This 
conclusion is, however, slightly premature in light of recent 
experience. As can be seen in Table 11, U.S. commercial wheat 
sales to Egypt doubled between 1980 and 1981. This increase in 
U.S. sales effectively displaced French wheat sales. In retro- 
spect, 1981 was a year in which there was active consideration 
of a reduction in Egypt's program level. This fact may have 
played a more significant role in explaining Egypt's commercial 
purchases during 1981 than can be inferred from available data. 

Although the relationship between PL 480 and U.S. commer- 
cial purchases cannot be accurately measured, its importance in 
sustaining the level of U.S. wheat flour exports to Egypt can- 
not be overstated. All U.S. wheat flour exports to Egypt occur 
under PL 480. Moreover, as can be seen in Table 12, these ex- 
ports account for nearly half of all U.S. wheat flour exports 
worldwide. 

C. Major Conclusions, 1975 to the Present 

The team used as an initial frame of reference the objec- 
tives of the law. Thus, we were concerned with foreign policy, 
Egyptian development, and U.S.-Egyptian trade development. In 
addition, we examined impacts and issues not directly specified 
in the legislation. The study attempts to present a balanced 
perspective, weighing the complex and sometimes con£ licting 
U.S. objectives, as well as the Egyptian perspective and in- 
terests. 

1. Major Findings and Conclusions--General Economic Effects 

1. How effective is the Egyptian distribution system for 
wheat and wheat flour? Wheat and wheat flour are effectively 
distributed throughout the country. The Egyptian Government's 
objective of maintaining 3 month supplies in all governorates 
appears to have been achieved. While constraints may continue 



Table 11. U.S. Shipments of Wheat and Wheat Products to 
Egypt, 1977-1981 

U.S. Share 
( %  of Total 

PL 480 Title I Commercial Total Egyptian 
Wheat Flour Wheat U.S. Wheat 

Year (000mt) (000mt) (000mt) (000mt) Imports) 

Source: U.S. Department of Agriculture, Foreign Agricultural 
Service. 

Table 12. U.S. Wheat Flour Exports, 1979/1980 and 1980/1981 

(Grain Equiv.) 1 
1979/1980 1980/1981 
(000 mt) (000 mt) 

Egypt 
Other 

Commercial 

Total 
- -- 

l~arketing year. 

Source: U.S. Department of Agriculture, Forei.gn Agricultural 
Service. 



to exist in storage, milling, and baking, it appears that the 
Government's overall goal of filling the basic wheat and bread 
requirements of the population is being met.. Continued Govern- 
ment investment in milling and bakeries, al-ong with improved 
port facilities, will further improve the effectiveness of this 
Government system. 

2. Is there a disincentive effect to local production of 
cereals, especially wheat? The general answer is that current 
GOE policy results in disincentives to the domestic production 
of wheat .- The team concluded that historically, an association 
has existed between wheat imports and declining or stagnant 
domestic production of wheat. Before 1967, food aid comprised 
nearly 100 percent of wheat imports and in 1982 it constituted 
25 percent. The Government's dual policies are (a) keeping 
bread cheap and plentiful through a subsidy system and (b) 
maintaining artificially low producer policies to reduce econo- 
mic incentives to farmers to produce wheat. 

3. Does it make sense to produce wheat in Egypt? Under 
current conditions, most studies conclude that Egypt does not 
have a comparative advantage in wheat production. However, a 
review of these studies shows that certain crucial aspects of 
the farming system are unaccounted for in these analyses. 

4. If there are disincentives, why do farmers grow wheat? 
Several answers appear from the data and from interviews. 
First, farmers place a high value on wheat straw for fodder and 
brick-making. Second, farmers who own land still pursue a 
"micro" food security strategy--preferring to grow their own 
supplies. Third, quality and taste preferences seem to be in 
favor of locally produced or freshly milled wheat. 

5. Is the technology available to increase production? 
Egyptian yields have been high historically. However, recent 
research and field demonstrations bv the EMCIP (Maior Cereals) 
project indicate major opportunities for yield incieases in the 
order of 50 percent or more through the use of existing vari- 
eties and improved practices. It is unlikely, however, that 
farmers will adopt these practices on a wide scale unless there 
are substantial shifts in procurement prices and Government 
procurement practices. 

6. Does the GOE buy domestic wheat? Very little. Over 
the last 3 to 4 years, Government procurement appears to have 
been no more than 10 to 15 percent-of the domestic crop. In 
some governorates, where wheat is of less importance, little or 
no wheat is purchased. Although Government prices for wheat 
have increased, it has not actively tried to procure large 
quantities in recent years. In addition, with increasing im- 
ports, the "disincentive" effect has been attenuated. 



7. What effect has this had on the private sector and 
free market development? The Government's supply system has 
virtuallv eliminated the oraanized ~rivate sector. As a former 
wheat me;chant exclaimed, "?he c in is try of Supply has killed 
the Souk." Even in privately owned mills and retail outlets, 
Government supply regulations and price settings keep profits 
very low. The result may be to waste or underuse existing 
private sector capacity, as well as severely to constrain 
future private sector expansion in this area. 

2. Effects on Nutrition and Diet 

A wide range of Egyptians have benefited from the cheap 
and plentiful bread policy. Total calories consumed have in- 
creased dramatically--to a point where total caloric intake is 
over 3,000 per capita per annum, of which wheat represents 
about 60 percent. While there is minor urban and income bias, 
in wheat distribution, the average Egyptian receives enough 
bread. Indeed, current nutrition surveys and health experts 
point to a growing problem of obesity and diabetes in Egypt. 

3. Development Impact 

A.I.D. Policy requires that concessionary food aid conform 
to, be consistent with, and promote development. What has been 
the impact in Egypt? 

The answer to this question is difficult, If one believes 
that a stable political environment is a precondition to any 
development, then the U.S. food aid contribution to Egypt's 
food subsidy program can be said to be positive. Thus, the PL 
480 system has freed up GOE resources that can be applied to- 
ward its priorities. The subsidy system is well institution- 
alized in Egypt. (It is almost viewed as a constitutional 
right.) Any changes in the system will be resisted and, unless 
carefully handled, may disturb the domestic stability of the 
Government. The food riots of 1977 are strongly imbedded in 
the memory of most Egyptians. 

Because of the complexity of the Egyptian economy, which 
has evolved in an environment strongly influenced by political 
requirements, current economic problems in Egypt are not neces- 
sarily amenable to free market solutions. It is easy to 
demonstrate distortions in resource allocation, waste and inef- 
ficiency, and disincentives to production, all as a result of 
Egyptian economic policy. Therefore, findings and conclusions 
are presented with a great deal of caution and respect for what 
is not understood. 



1. Has s e l f - h e l p  been a n  e f f e c t i v e  way to  l i n k  food  a i d  
w i t h  deve lopment  e f f o r t ?  For  p a s t  e f f o r t s  t h r o u g h  1979 ,  t h e  
answer is ~ r o b a b l v  no. S e l f - h e l ~  a g r e e m e n t s  have  been  w r i t t e n  < 

i n  g e n e r a l h a n d  amkiguous t e r m s ,  and s u b s e q u e n t  r e p o r t s  by t h e  
MOA, t h e  p r i n c i p a l  m i n i s t r y  i n v o l v e d ,  have  been  e q u a l l y  c u r -  
s o r y .  USAID h a s  t e n d e d  to  view PL 480 a s  a  USDA program and 
h a s  p a i d  r e l a t i v e l y  l i t t l e  a t t e n t i o n  to  it. I n  t u r n ,  USDA h a s  
been c o n c e r n e d  w i t h  i t s  r e s p o n s i b i l i t i e s  f o r  l o g i s t i c s ,  com- 
p l i a n c e  r e p o r t i n g ,  and marke t  deve lopment .  For  t h e  most p a r t ,  
s e l f - h e l p  ag reemen t s  and r e v i e w s  have  t ended  to be  r e f l e c t i o n s  
o f  p r e s e n t  or p l a n n e d  p r o j e c t s  funded by A . I . D .  o r  o t h e r  
d o n o r s .  Budget  and program r e v i e w s  i n d i c a t e  t h a t  it would be  
d i f f i c u l t  t o  s a y  t h a t  PL 480 h a s  "promoted" deve lopment  t h r o u g h  
s e l f - h e l p  or t h a t  i t  g e n e r a t e d  " a d d i t i o n a l "  e f f o r t ,  wha teve r  
t h e  p o s i t i v e  e f f e c t s  on  b o t h  A . I .D .  and t h e  GOE A g r i c u l t u r a l  
Development program. Another  e x p e c t e d  b e n e f i t  from PL 480 is 
improvement i n  t h e  p r o c e s s  of p o l i c y  d i a l o g u e .  The s e l f - h e l p  
ag reemen t  p r o c e s s  and t h e  s u b s e q u e n t  r ev iew p r o v i d e  one more 
o p p o r t u n i t y  t o  d i s c u s s  p o l i c y  i s s u e s  w i t h  t h e  Government. T h i s  
is no d o u b t  t r u e ,  and U.S. Government o f f i c i a l s  p e r c e i v e  it to  
be  so. 

2 .  H a s  t h e r e  been improvement? Y e s .  S i n c e  1979,  some 
improvement h a s  o c c u r r e d  i n  t h e  l e v e l  o f  t h e  d i a l o q u e ,  i n  E ~ v P -  - -  - 
t i a n  c o o r d i n a t i o n ,  and i n  t h e  s p e c i f i c i t y  o f  ag reemen t s .  More 
n e e d s  t o  b e  done t o  c l a r i f y  M i s s i o n  r e s p o n s i b i l i t y  f o r  manage- 
ment o f  t h e  r e p o r t i n g  p r o c e s s .  

3. Are PL 480 l o c a l  r e v e n u e s  used  f o r  deve lopment?  N o  
s p e c i a l  a c c o u n t  e x i s t s .  Revenues a r e  a l l o c a t e d  by t h e  budge t  
p r o c e s s .  T h e r e  is no e v i d e n c e  o f  " t a r g e t i n g "  f u n d s  ( e x c e p t  i n  
T i t l e  111, Basic  V i l l a g e  Services--BVS).  

4. I f  PL 480 is n o t  b e i n g  used  a s  a  deve lopment  r e s o u r c e  
d i r e c t l y ,  what  a r e  t h e  r e a s o n s ?  S e v e r a l  r e a s o n s  were sug-  
g e s t e d .  F i r s t ,  PL 480 operates on  a  y e a r - t o - y e a r  a l l o c a t i o n  
and is n o t  e a s i l y  programmed. Second ,  USAID h a s  had enough to  
do  w i t h  t h e  rest  o f  t h e  program. A M i s s i o n  w i t h  a  s m a l l  d e v e l -  
opment a s s i s t a n c e  a c c o u n t  migh t  be  a b l e  t o  d e v o t e  more a t t e n -  
t i o n .  T h i r d ,  PL 480 d o e s  p r o v i d e  b a l a n c e  o f  payments  s u p p o r t  
and h e l p s  Egypt  meet i t s  food  o b j e c t i v e s .  T r y i n g  to  "program" 
PL 480 m i g h t  be  a m i s t a k e .  

5. D o e s n ' t  c u r r e n t  E g y p t i a n  a g r i c u l t u r a l  price policy 
undermine USAID's and MOA's deve lopment  e f f o r t s  i n  a g r i c u l -  
t u r e ?  A . I . D .  h a s  been r e h a b i l i t a t i n g  and expand ing  o l d  p h y s i -  
ca l  and i n s t i t u t i o n a l  i n f r a s t r u c t u r e ,  and p a y o f f s  a r e  j u s t  be- 
g i n n i n g  to  come o n - l i n e .  A g r i c u l t u r a l  p r o d u c t i o n  i n  t h e  areas 
where  A . I . D .  h a s  c o n c e n t r a t e d ,  such  a s  c e r e a l s ,  h a s  n o t  i m -  
p r o v e d  much r e l a t i v e  to  t h e  growth  i n  a n i m a l  and v e g e t a b l e  
p r o d u c t i o n .  However, r e s e a r c h  r e s u l t s  from t h e s e  projects are 
coming i n ,  and p o l i c y  s t u d i e s  on  p r i c e s  and m e c h a n i z a t i o n  are 



being read. A new Minister is in place in MOA, and Egypt will 
soon need to make decisions in this area. Two "slogans" by MOA 
officials that were heard by the team illustrate the issue: 
*We are subsidizing American farmers," and "This is our last 
chance. " 

4. Foreign Policy Dynamic 

1. Have U.S. foreign policy objectives been assisted? 
Lasting and comprehensive peace in the Middle East has been a 
top U.S. foreign policy priority during the past 30 years. Our 
food aid helped the Government of Egypt implement its policy of 
freely available bread for the masses, and thus helped to en- 
sure the domestic stability without which the peace process 
could not have proceeded. 

2. What has been the Egyptian perspective? - PL 480 has 
traditionallv been viewed in EaVDt as a svmbol of U.S. suwwort. 
The program is important to ~gypt for the-bread it suppli&, 
the reduction in foreign exchange outlays it permits, the sup- 
ply assurance it represents in times of world scarcity, and the 
budgetary support it provides. Thus, it was not surprising 
that officials of the GOE described PL 480 as a critical ele- 
ment in the development of U.S.-Egyptian relations. 

3. What has been the trade development im act? Has the 
PL 480 Title I program been an effective market 3- evelopment 
tool? If by market development we mean whether concessional 
sales of wheat and wheat flour have led to a net exwansion in 
our commercial sales of these two commodities to ~ g i ~ t ,  the 
results are mixed. In 1979, commercial imports of U.S. wheat 
fell by more than 68 percent at a time when total Egyptian 
wheat imports fell by less than 13 percent. In contrast, it 
appears that in 1981 this pattern was significantly reversed 
with the commercial purchase of 1 million metric tons. Possi- 
bly, it is sufficient to say that the decision to purchase 
commercially from the United States is determined primarily by 
price and availability considerations and not by the level of 
PL 480 Title I. This view was confirmed by toe Egyptians. 

D. Policy Issues 

1. If domestic procurement of wheat were to be acceler- 
ated, could the Government procurement system, structured as it 
is, physically manage this procurement? 

2. Is the domestic requirement for wheat and wheat flour 
reaching a point where the need for imports will level off? 



3. Will Government requirements for imported flour de- 
cline as domestic milling capacity increases? 

4. Can Egypt continue to finance its subsidy in light of 
the plateau in foreign exchange earnings and rising debt ser- 
vice? 

5. Is the disincentive effect to wheat production caused 
by current GOE policy in Egypt's best interest? 

6. While maintaining the existing U.S. dollar commitment, 
should the GOE and the United States consider a shift in the 
composition of the program? 

7. Should PL 480 be used to partially subsidize a GOE 
commitment to improve producer prices? 



APPENDIX A 

RELATIONSHIP OF PL 480 TITLE I TO TITLES I1 AND I11 

T i t l e  I is a program i n  which t h e  U.S. Government p r o v i d e s  
t h e  Government o f  Egypt  w i t h  c o n c e s s i o n a l  f i n a n c i n g  ( long- t e rm,  
l o w - i n t e r e s t  l o a n s )  f o r  p u r c h a s e s  a t  U.S. marke t  p r i c e s  o f  U.S. 
a g r i c u l t u r a l  commodi t ies  (wheat  and wheat f l o u r ) .  The s i z e  o f  
t h e  program is d e c i d e d  a n n u a l l y  i n  Washington.  The Government 
o f  Egypt  p u r c h a s e s  t h e  wheat  and wheat  f l o u r  i n  t h e  U.S. market 
and se l l s  it i n  t h e  E g y p t i a n  m a r k e t p l a c e  a t  local p r i c e s .  
R e c e i p t s  o f  such  s a l e s  a r e  to  be used to  fund m u t u a l l y  a g r e e d  
upon a g r i c u l t u r a l  deve lopment  a c t i v i t i e s .  

T i t l e  I1 a c t i v i t y  i n  Egypt  c o n s i s t s  of  d i r e c t  b i l a t e r a l  
food  a i d  g r a n t s  t o  U.S. v o l u n t a r y  a g e n c i e s  and is v a l u e d  ( a s  
approved  f o r  FY 1982)  a t  an  e s t i m a t e d  $20 m i l l i o n  ( p l u s  a b o u t  
$8  m i l l i o n  i n  r e l a t e d  t r a n s p o r t ) ,  t o g e t h e r  w i t h  $ 5  t o  $10 m i l -  
l i o n  i n  food d o n a t e d  to  t h e  World Food Programme (WFP) i n  sup-  
p o r t  o f  i ts m u l t i l a t e r a l  p r o j e c t s  i n  Egypt .  

C a t h o l i c  R e l i e f  S e r v i c e s  is  s c h e d u l e d  t o  r e c e i v e  r o u g h l y  
$17.5 m i l l i o n  i n  d o n a t e d  food f o r  d i s t r i b u t i o n  i n  s u p p o r t  o f  
m a t e r n a l  and c h i l d  h e a l t h  ( $ 1 1  m i l l i o n  i n  i n s t a n t  co rn - soy  
m i l k ,  v e g o i l ,  and n o n f a t  d r y  m i l k  f o r  900,000 r e c i p i e n t s ) ;  
s c h o o l  f e e d i n g  ($5.8 m i l l i o n  i n  whea t ,  f l o u r ,  n o n f a t  d r y  m i l k ,  
and wheat-soy b l e n d  f o r  1 . 2  m i l l i o n  r e c i p i e n t s ) ;  and o t h e r  
c h i l d  f e e d i n g  programs ( less t h a n  $ 1  m i l l i o n  f o r  some 40,000 
i n s t i t u t i o n a l i z e d  or orphaned  c h i l d r e n ) .  

CARE a c t i v i t i e s  a r e  c u r r e n t l y  focused  on  m a t e r n a l  and 
c h i l d  h e a l t h  and a S i n a i  f e e d i n g  program,  w i t h  a t o t a l  U.S. 
food  d o n a t i o n  o f  $2.6 m i l l i o n ,  d i v i d e d  e q u a l l y  between t h e  two 
a c t i v i t i e s  for 290,000 r e c i p i e n t s .  

M u l t i l a t e r a l l y ,  t h e  U n i t e d  S t a t e s  supports World Food 
Programme p r o j e c t s  i n  Egyp t  t h r o u g h  d o n a t i o n s  o f  wheat  f l o u r ,  
e d i b l e  o i l ,  d r y  s k i m  m i l k ,  and p u l s e s .  The l e v e l  o f  such U.S. 
p a r t i c i p a t i o n  v a r i e s  from y e a r  t o  y e a r  and c u r r e n t l y  v a r i e s  
between $5  and $10 m i l l i o n  a n n u a l l y .  The WFP c o n t r i b u t e s  t h e  
U.S.-suppl ied food i n  s u p p o r t  o f  GOE-World Bank p r o j e c t s  such  
as a g r i c u l t u r a l  t r a i n i n g  i n s t i t u t e s ,  t i l e  d r a i n a g e ,  l a n d  d e v e l -  
opment and s e t t l e m e n t ,  Suez  Canal-zone r e h a b i l i t a t i o n ,  and 
a g r i c u l t u r a l  development  i n  t h e  Nor thwes t  c o a s t a l  zone .  

T i t l e  111, a v a r i a t i o n  o f  T i t l e  I ,  o f f e r s  a m u l t i y e a r  food 
a i d  commitment and t h e  f o r g i v e n e s s  o f  PL 480 d e b t  i n  exchange  
f o r  r e c i p i e n t  Government a c t i o n s  promot ing  a g r i c u l t u r a l  and 
r u r a l  deve lopment  to  i n c r e a s e  t h e  a v a i l a b i l i t y  o f  food f o r  t h e  
poor and to  improve t h e  q u a l i t y  o f  t h e i r  l i v e s .  Once a T i t l e  
I11 agreement  is n e g o t i a t e d  b i l a t e r a l l y ,  it is implemented v i a  



a series o f  a n n u a l  T i t l e  I (government - to -government )  a g r e e -  
ments .  The U n i t e d  S t a t e s  h a s  more demanding e x p e c t a t i o n s  con-  
c e r n i n g  t h e  a c t i o n s  o f  a r e c i p i e n t  government  unde r  T i t l e  I11 
(e .g . ,  s p e c i f i c  a c t i o n s ,  projects,  and p o l i c y  o r i e n t a t i o n )  t h a n  
u n d e r  T i t l e  I. W i t h i n  E g y p t ' s  o v e r a l l  T i t l e  I a l l o c a t i o n  
(which  h a s  b e e n  set  a t  1 . 5  Mmt  o f  whea t  and whea t  f l o u r  i n  
r e c e n t  y e a r s ) ,  t h e r e  h a s  been  a T i t l e  111 a g r e e m e n t  w i t h  a n  
a n n u a l  v a l u e  o f  $15 m i l l i o n  i n  s u p p o r t  o f  b a s i c  v i l l a g e  ser- 
v i c e s  deve lopmen t .  I n  F Y  1982 t h i s  f i g u r e  w i l l  c o n s t i t u t e  
a b o u t  5 p e r c e n t  of t h e  T i t l e  I program. 



APPENDIX B 

PL 480 TITLE I I N  A MACROECONOMIC CONTEXT: THE 

RELATIONSHIP BETWEEN FOOD A I D  AND ECONOMIC GROWTH 

I n  a c l a s s i c  a n a l y s i s ,  Chenery and S t o u t  (1966) showed how 
f o r e i g n  a s s i s t a n c e  could f i l l  t h e  gap between sav ings  and in-  
vestment i n  developing c o u n t r i e s  and thereby a t t a i n  and s u s t a i n  
p o s i t i v e  growth r a t e s .  I t  has  g e n e r a l l y  been assumed t h a t  food 
a i d  such a s  PL 480 T i t l e  I could be used in te rchangeably  wi th  
o t h e r  forms of f o r e i g n  a s s i s t a n c e  t o  reach higher  than o the r -  
wise ach ievable  r a t e s  of  economic growth. 

I n  F igure  B-1, d a t a  a r e  p resen ted  comparing t h e  t r e n d s  i n  
r e a l  GDP growth i n  Egypt from t h e  mid-1950s to 1981 with t h a t  
o f  food a i d .  Food a i d  i n  t he  f i g u r e  is expressed a s  a propor-  
t i o n  of imports ,  which r e p r e s e n t s  one way of p r e s e n t i n g  t h e  
r o l e  of  f o r e i g n  a s s i s t a n c e  i n  f inanc ing  investment .  I t  is 
f u l l y  recognized t h a t  t h e  l i n e  of c a u s a l i t y  is not  s p e c i f i e d .  
F u r t h e r ,  t h i s  a n a l y s i s  does not  p rov ide  informat ion requi red  t o  
determine t h e  degree  of f u n g i b i l i t y  of  food a i d  i n  comparison 
with  o t h e r  types  of fo re ign  a s s i s t a n c e .  I n  a d d i t i o n ,  t h i s  anal-  
y s i s  a l s o  cannot be used t o  determine t h e  c o s t - e f f e c t i v e n e s s  of  
one form of a s s i s t a n c e ,  such a s  PL 480 T i t l e  I ,  compared with 
o t h e r  forms. Never the less ,  t h e  d a t a  p resen ted  i n  F igu re  B-1 
suppor t  t he  hypothes i s  t h a t  any form of f o r e i g n  a s s i s t a n c e ,  
inc lud ing  PL 480 T i t l e  I ,  can reduce a c o u n t r y ' s  s av ings  and 
f o r e i g n  exchange c o n s t r a i n t s  and thereby i n c r e a s e  t he  supply of 
goods and s e r v i c e s  a v a i l a b l e  t o  t h e  popula t ion  and c o n t r i b u t e  
t o  a high r a t e  of growth i n  economic a c t i v i t y .  

In  p a r t i c u l a r ,  from 1955 t o  1966, t h e  inflow of PL 480 
T i t l e  I ,  along with o t h e r  a s s i s t a n c e ,  increased  r a p i d l y  w i t h  
t h e  except ion  of 1957/1958. The heavy bui ld-up i n  domestic 
p roduc t ion  a s  represen ted  by upward changes i n  r e a l  ( c o n s t a n t  
p r i c e )  GDP was preceded i n  1962 by increased  food a s s i s t a n c e .  
S i m i l a r l y ,  t h e  low r a t e s  of  growth i n  GDP which occurred i n  t he  
1967-1973 per iod  p a r a l l e l  low l e v e l s  o f  food a i d  dur ing t.he 
same per iod .  

I t  could be s a i d  t h a t  t he  f l u c t u a t i o n s  i n  food a i d  a c t  a s  
a be l lwether  of  t he  a v a i l a b i l i t y  of  o t h e r  f o r e i g n  a s s i s t a n c e ,  
and t h a t  t h e  t r u e  "engine of economic development ," a s  measured 
by high r a t e s  of  economic growth, is obtained by t h e  inflow of 
t hose  o the r  resources .  However, a t  l e a s t  i n  Egypt, t o  t he  
e x t e n t  t h a t  food a i d  reduces t h e  requirements f o r  commercial 
imports ,  it provides  a g r e a t e r  supply of t h e  "wage good," i . e . ,  
bread and wheat f l o u r .  When t h e  economy does no t  con f ron t  t h a t  
c o n s t r a i n t  o r  t he  r e s u l t i n g  food p r i c e  i n c r e a s e s ,  t he  number of 





p e o p l e  employed rises,  and ,  assuming a  p o s i t i v e  m a r g i n a l  p ro -  
d u c t i v i t y  o f  t h o s e  a d d i t i o n a l l y  employed, t o t a l  o u t p u t  a l s o  
i n c r e a s e s .  

A s  t h e  s t r u c t u r e  o f  t h e  E g y p t i a n  economy and food p a t t e r n s  
change  o v e r  time, t h e  r e l a t i v e  impor t ance  o f  food  a i d  i n  t h e  
form o f  wheat may be  a l t e r e d  as a  f u n g i b l e  way of  p r o v i d i n g  
f o r e i g n  a s s i s t a n c e .  F u l l y  e x p l o r i n g  t h e s e  i s s u e s  r e q u i r e s  a 
more c o m p l e t e  a n a l y s i s  t h a n  is i n t e n d e d  a t  t h i s  p o i n t .  



APPENDIX C 

PL 480 TITLE I SELF-HELP AGREEMENT - ASSESSMENT 

I. ASSESSMENT OF SELF-HELP AGREEMENTS 

The self-help agreements signed by the Government of Egypt 
are generally consistent with the development objectives of PL 
480. They focus on problems of agricultural and rural develop- 
ment, family planning, and health. It is not always clear why 
some items, such as marketing improvement, storage, water man- 
agement, health, and family planning, enter and then drop out 
of these agreements. 

Shifts in the content of self-help agreements may reflect 
changes in overall USAID and GOE issues during this period. 
Concerns for storage, ports, and distribution systems during 
1977 and 1978 probably reflected the impact of increasing im- 
ports of food and other commodities on the Egyptian import 
infrastructure. Also, a large number of projects were signed 
between USAID and the GOE in 1976-1977, and self-help agree- 
ments may have been used to focus GOE attention on the issues 
generated by these projects. In water management, for example, 
four projects totaling U.S.$94.2 million were signed in 1976 
and 1977. These deal with everything from manufacturing drain- 
age pipe to irrigation management. 

By 1979, USAID and GOE attention shifted dramatically to 
macroeconomic policy issues. From an early emphasis on infra- 
structure, both physical and institutional, attention turned to 
the rationalization of investment, pricing, and subsidy poli- 
cies. These improvements in economic policy were needed if the 
build-up of physical and institutional infrastructure was to 
result in increased production. Also implicit in this shift 
was the problem of better integration of the private sector 
into an economy largely dominated by public sector activities. 

It would be inaccurate to portray this evolution as a 
smooth process of change forced in some inevitable fashion by 
the dynamics of Egyptian development. As Egyptian development 
occurred over this period, the potential cont:radictions between 
social welfare objectives, e.g., subsidized food for consumers, 
and production objectives were masked by rising foreign ex- 
change earnings derived from oil revenues, tourism, the reopen- 
ing of the Suez Canal, and remittances. Overall growth of the 
economy outstripped population growth, which was nevertheless 
high and worrisome. By 1982, at the time of this writing (and 
perhaps beginning as early as 1979), the dynamics of major 
trends in Egyptian demographics, consumption patterns, and 
economic factors may have been forcing Egyptian policy-makers 
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to come to grips with those issues. It is to the credit of the 
MOA, the GOE generally, and USAID that a good deal of the in- 
tellectual groundwork for the current debate has been laid; 
this effort is reflected in the self-help agreements of the 
last few years. 

We conclude, therefore, that the self-help agreements 
have, in the main, tended to reflect and reinforce the evolu- 
tion of more general trends and issues in the GOE's development 
program, particularly as supported by A.I.D. From an early 
focus on physical and institutional infrastructure to a more 
recent concern with economic policy, self-help measures are 
consistent with the overall foreign assistance program. 
Whether self-help measures result in ministry actions that are 
additional to various reforms and developments embodied in de- 
velopment assistance effort and the overall Egyptian develop- 
ment program is discussed below. 

11. MEASURING ACHIEVEMENT IN SELF-HELP AGREEMENTS 

A recent guidance message to USAID Mission directors 
called for greater integration of food aid into the "overall 
country strategies and programs" and elaborated on ways in 
which food aid can be used to generate additional effort in 
agricultural and rural development. This emphasis on improving 
the development impact of food aid is by no means new. The 
essence of the self-help measures is to link food aid to devel- 
opment activities through the direct use of resources, as in 
Title I1 or Title 111, or through the insistence that Title I 
imports be consistent with, conform to, and promote develop- 
ment. In 1976 and again in 1978, Congress and A.I.D./Washington 
encouraged closer attention to the content of self-help agree- 
ments and stressed more detailed reporting on actual achieve- 
ments. This interest was reflected in October 1978 in an A.I.D. 
message to all Missions. The message said that Missions should 
emphasize the "quality of the reports" covering self-help agree- 
ments. In addition, Missions were to emphasize the "combined 
impact" of food aid and development assistance. This reiterated 
earlier expressions of concern about the linkage between PL 480 
and development. 

These messages reflect a growing concern on the part of 
both official and other observers that food aid contribute pos- 
itively to a government's de elopment efforts beyond providing 
balance of payments support.' These messages also reflect a 
certain degree of frustration in trying to disentangle the 

'see U.S. Department of State, Cable No. 14021, June 19, 1981. 



effects of food aid from the more general impact of the devel- 
opment assistance program and the policies of the recipient 
government. Hence, a solution to the problem of measuring the 
accomplishments of self-help agreements is important if one is 
to reach satisfactory conclusions about the implementation of 
these agreements. 

Our analysis of self-help progress reporting will focus on 
the timeliness of the reports and on the quality of the report- 
ing. Particular emphasis will be given to whether self-help 
agreements are written in such a way that measurement of 
achievement is even possible. Finally, we will asse s the 
extent to which reports portray verifiable progress. 5 

A. Timeliness of the Reports 

PL 480 Title I requires the recipient government to issue 
an annual report on how self-help agreements have been ad- 
dressed. These reports form the basis of an overall annual 
report to Congress. Typically, an annual message goes to the 
field in October-November calling for a report for that year to 
be produced by January 1. USAID then notifies the relevant 
ministries and assures Washington that such reports will arrive 
in a timely manner. 

In the Egyptian case, the evidence shows that only in 1980 
was the report forwarded to Washington before the end of the 
calendar year. The record also shows that beginning in 1979, 
USAID substantially increased its efforts to get early informa- 
tion concerning progress toward implementing self-help mea- 
sures. The 1981 report, however, had not been received as of 
the date of this study (February 1982). 

B. Quality of the Reports 

There remain, however, several problems with the self-help 
reports: (1) their relevance, (2) concreteness, and (3) epi- 
sodic nature. 

With respect to relevance, it is useful to place the prog- 
ress report in the context of reaching agreement on the level 
of the assistance flow to Egypt through PL 480. First is the 
determination of the dollar value of assistance. The overall 
assistance level to Egypt is about $1 billion a year, of which 

'see U.S. Department of State, Cable No. 14021, June 19, 1981. 



PL 480 c o n t r i b u t e s  a b o u t  o n e - f o u r t h .  Al though d i s c u s s i o n  may 
c o n t i n u e  a b o u t  whether  a i d  s h o u l d  be  i n  d o l l a r s  o r  commodity 
l e v e l s ,  o r  a b o u t  t h e  a p p r o p r i a t e  mix between T i t l e s  I ,  11, and 
111, t h e  b a s i c  outcome w i l l  be  t h e  p r o d u c t  o f  a  b u d g e t a r y  and 
po l i t i c a l  process t h a t  b e g i n s  i n  Washington.  T h i s  p r o c e s s  
t a k e s  i n t o  p a r t i c u l a r  a c c o u n t  t h e  o v e r a l l  commitment t h e  U n i t e d  
S t a t e s  h a s  made t o  s u p p o r t  E g y p t ' s  deve lopment  e f f o r t s ,  and ,  
more i m p o r t a n t ,  E g y p t ' s  key role i n  t h e  Middle  E a s t  p e a c e  
process. 

A f t e r  t h e  d e t e r m i n a t i o n  o f  a i d  l e v e l  comes t h e  f o r m u l a t i o n  
o f  new s e l f - h e l p  a g r e e m e n t s  i n  t h e  f i e l d  and i n  Washington ,  
w i t h  n e a r l y  a l l  t h e  d e c i s i o n s  b e i n g  made b e f o r e  t h e  GOE pre- 
pares i t s  p r o g r e s s  r e p o r t .  By t h e  time t h e  GOE s e l f - h e l p  
p r o g r e s s  report is i n ,  u s u a l l y  i n  J a n u a r y ,  t h e  a g r e e m e n t s  f o r  
t h e  n e x t  y e a r  have  a l r e a d y  been  s i g n e d .  Al though it c a n  b e  
a rgued  t h a t  p r o g r e s s  on s e l f - h e l p  is a r e l e v a n t  f a c t o r  i n  
d e t e r m i n i n g  t h e  l e v e l  o f  commitment, t h i s  d o e s  n o t  a p p e a r  to be  
t h e  c a s e .  The n e t  r e s u l t  o f  t h i s  process is t h a t  t h e  r e p o r t s  
t h e m s e l v e s  a p p e a r  t o  have  l i t t l e  b e a r i n g  on t h e  d e c i s i o n s  which 
are made w i t h  r e s p e c t  to  f u t u r e  f u n d i n g  l e v e l s .  Because  t h e  
r e p o r t s  c o n t a i n  l i t t l e  t h a t  is n o t  a l r e a d y  known by USAID, t h e y  
p r o b a b l y  r e p r e s e n t  l i t t l e  more t h a n  a  f o r m a l i t y .  

Because  t h e  a g r e e m e n t s  up t o  1982 were w r i t t e n  i n  r a t h e r  
ambiguous l a n g u a g e ,  it is d i f f i c u l t  to  d e v e l o p  s p e c i f i c  mea- 
s u r e s  f o r  d e t e r m i n i n g  p r o g r e s s .  Thus ,  t h e  s e l f  - h e l p  r e p o r t s  
t e n d  to be  f a i r l y  c u r s o r y  ove rv iews  o f  what h a s  been happen ing  
i n  t h e  M i n i s t r y  o f  A g r i c u l t u r e  d u r i n g  t h a t  y e a r .  More o f t e n  
t h a n  n o t ,  t h e  l anguage  used is v e r y  g e n e r a l  and o f  t h e  "pro- 
grams are underway" v a r i e t y .  For  example ,  a  1976 M i s s i o n  
comment on t h e  1975 program r e p o r t  s a i d  t h a t  "Egypt  h a s  con-  
d u c t e d  s t r o n g  programs f o r  many y e a r s "  ( w i t h  r e s p e c t  to a n  
ag reemen t  to  emphas ize  food g r a i n  p r o d u c t i o n )  and "GOE programs 
i n  improvement o f  h o r t i c u l t u r a l  crops, l i v e s t o c k  and p o u l t r y  
p r o d u c t i o n  and a n i m a l  h e a l t h  ... a r e  well s t a f f e d  and have  
managed programs underway." N o t w i t h s t a n d i n g  t h i s  p o s i t i v e  
appraisal ,  t h e  f o l l o w i n g  y e a r  t h e  M i s s i o n  s i g n e d  projects w i t h  
MOA to  a d d r e s s  s e r i o u s  p rob lems  i n  food g r a i n  and h o r t i c u l t u r a l  
p r o d u c t i o n .  

One ag reemen t  which h a s  a p p e a r e d  i n  almost e v e r y  y e a r ' s  
s e l f - h e l p  agreement  h a s  t o  d o  w i t h  improving  E g y p t i a n  a g r i c u l -  
t u r a l  d a t a  c o l l e c t i o n  and a n a l y s i s .  We examined t h i s  ag reemen t  
i n  some d e t a i l .  I n  t h e  1977 r e p o r t ,  t h e  USAID comments i n -  
c l u d e d ,  a s  a s i g n  of  p r o g r e s s  toward " s t r e n g t h e n i n g  s y s t e m s  f o r  
c o l l e c t i o n ,  c o m p u t a t i o n ,  and a n a l y s i s  o f  a g r i c u l t u r a l  d a t a  and 
i n f o r m a t i o n , "  a  1976 Ford  F o u n d a t i o n  s u r v e y  o f  850 f a r m e r s ,  as 
well a s  a U n i v e r s i t y  o f  C a l i f o r n i a  team r e p o r t  on improving  
a g r i c u l t u r a l  economics  s t u d i e s .  Both p r o j e c t s  were c i t e d  a g a i n  
i n  1978. 



In August 1979, an internal Mission memorandum reported on 
discussions with MOA on the upcoming progress report. In that 
discussion, agricultural data collection progress was reviewed. 
The memorandum states: "A feasibility study was approved at 
the policy and planning board meeting for the recent Agricul- 
tural Development Systems Project. The Ministry of Agriculture 
and University of California are finalizing details (we have 
heard nothing on this yet) ." The Government of Egypt's prog- 
ress report for 1979 again mentioned both the Ford Foundation 
study, circa 1976, and the University of California study as 
follows: 

In 1976, the Ministry of Agriculture, in cooper- 
ation with the Ford Foundation, conducted a ... 
farm management survey.... Finalized plans to 
further improve present GOE capacity for data 
collection were made in late 1979. A U.S. study 
team is presently in Egypt to analyze this 
serious problem. 

Exactly the same wording was used to report on this issue 
in 1980 with regard to the 1976-1977 Ford Foundation survey. 
With respect to other efforts to improve agricultural data 
collection, the 1980 report states that the MOA, with USAID, 
"started the Data Collection and Analysis Project with the goal 
of improving the Ministry of Agriculture's capability to 
collect.... St 

It would be difficult to conclude from these reports from 
1976 to 1980 that any significant progress had been made toward 
improving MOA's agriculture data collection and analysis system. 
Substantial progress may have been made, but the reporting sys- 
tem does not shed much light on the issue. The often cited 
Ford Foundation study is, apparently, still in the analysis of 
data stage. Studies have been done on a very wide range of 
subjects by the Agriculture Development Systems Project, but 
another USAID project was needed in 1980 to strengthen the 
agricultural data system of MOA. Observers in 1982 still 
qualify their analyses of Egyptian agriculture production with 
comments on the unreliability of data. It was determined by 
the Mission that since a bilateral project was now in place on 
this subject, the self-help agreement could be dropped. 

Part of the problem with the reporting process is that it 
is episodic in nature. At the end of each calendar year some- 
one in the MOA sits down and prepares the report. There does 
not appear to be any effort to systematically develop a moni- 
toring process which would contain verifiable indicators to 
capture actual progress toward implementation, nor does it ap- 
pear that the MOA engages in a discussion with the Ministry of 
Supply or Ministry of Economy on these issues pursuant to the 
report's preparation. We suspect that the reason for this is 



r o o t e d  i n  t h e  r e l e v a n c e  i s s u e  d i s c u s s e d  e a r l i e r .  The conse -  
q u e n c e s  o f  n o t  implement ing  an agreement  a r e  unknown, b u t  
p r o b a b l y  minimal .  

W e  c o n c l u d e  t h a t  from 1975 to  1981,  n e i t h e r  t h e  s e l f - h e l p  
measu res  nor  t h e  r e p o r t i n g  s y s t e m  h a s  been  c o n d u c i v e  t o  demon- 
s t r a t i n g  a m e a s u r a b l e  p a t t e r n  o f  i m p l e m e n t a t i o n  o f  t h e  a g r e e -  
ments .  I t  s h o u l d  be  n o t e d  t h a t  t h i s  d o e s  n o t  mean t h a t  
c o n s i d e r a b l e  p r o g r e s s  and e f f o r t  have n o t  been made i n  E g y p t i a n  
a g r i c u l t u r e .  Most o f  t h i s  e f f o r t ,  however,  is  more a p r o d u c t  
o f  t h e  e v o l u t i o n  o f  t h e  USAID and o t h e r  donor  programs t h r o u g h  
s p e c i f i c  p r o j e c t s ,  r a t h e r  t h a n  any a d d i t i o n a l  a c t i v i t i e s  s t i m u -  
l a t e d  by t h e  s e l f - h e l p  ag reemen t s .  I n d e e d ,  most o f  t h e  a g r e e -  
men t s  are w r i t t e n  i n  such  a  way a s  to  conform to  b i l a t e r a l  and 
m u l t i l a t e r a l  projects underway o r  i n  t h e  p l a n n i n g  s t a g e .  I t  is 
n o t  s u r p r i s i n g  t h a t  t h e s e  p l a n s ,  f e a s i b i l i t y  s t u d i e s ,  and p r o j -  
ects a r e  c i t e d  i n  t h e  s e l f - h e l p  p r o g r e s s  r e p o r t s .  The imple- 
m e n t a t i o n  p r o g r e s s  o f  t h e  s e l f - h e l p  a g r e e m e n t s  is, i n  t h e  main ,  
t h e  r e c o r d  o f  p l a n n i n g ,  n e g o t i a t i n g ,  and implement ing  v a r i o u s  
projects. I f  t h e  p r o j e c t s  a r e  i n  d i f f i c u l t y - - a s  i n  t h e  e a r l y  
d a y s  of t h e  A g r i c u l t u r a l  Development Sys tems P r o j e c t  (0041)--  
t h e n  t h e  s e l f - h e l p  ag reemen t  is i n  d i f f i c u l t y .  I f  t h e  projects 
seem to  be  moving w i t h  r e a s o n a b l e  s p e e d ,  t h e n  t h e  s e l f - h e l p  
measure  is d ropped .  

C. Improvements i n  1981  

A s  d i s c u s s e d  e a r l i e r ,  b o t h  USAID and t h e  GOE began  i n  1979 
and  1980 to see t h e  s e l f - h e l p  a g r e e m e n t s  a s  a n  o p p o r t u n i t y  to  
r e i n f o r c e  and f o c u s  t h e  p o l i c y  d e b a t e  a b o u t  a g r i c u l t u r a l  
p r i c e s ,  i n p u t  p o l i c i e s ,  and i n v e s t m e n t .  Whereas t h e  practice 
had been  f o r  o n l y  t h e  M i n i s t r y  o f  Supp ly  (MOS) to  s i g n  t h e  an- 
n u a l  ag reemen t ,  it is now s i g n e d  by t h e  Deputy P r ime  M i n i s t e r .  
T h i s  change  was f i r s t  p roposed  by MOA. More i m p o r t a n t ,  t h e  
m i n u t e s  o f  a c t u a l  u n d e r s t a n d i n g s  a r e  now i n i t i a l e d  by r e p r e s e n -  
t a t i v e s  o f  t h e  M i n i s t r y  o f  S u p p l y ,  t h e  M i n i s t r y  o f  Economy 
(MOE), and t h e  M i n i s t r y  o f  A g r i c u l t u r e .  The g e n e r a l  p o l i c y  
i s s u e s  d i s c u s s e d  a r e  t h e n  r e i n f o r c e d  by a  l e t t e r  from t h e  U.S. 
Ambassador to t h e  Deputy M i n i s t e r .  

These  are s i g n i f i c a n t  c h a n g e s  i n  t h a t  t h e y  e l e v a t e  t h e  
l e v e l  o f  ag reemen t  and b r i n g  t o g e t h e r  t h e  MOA, which is re- 
s p o n s i b l e  f o r  a g r i c u l t u r a l  deve lopment ;  t h e  MOS, which is 
r e s p o n s i b l e  f o r  g r a i n  p rocuremen t ;  and t h e  MOE, which is re- 
s p o n s i b l e  f o r  price p o l i c y .  I t  is too e a r l y  t o  t e l l  e x a c t l y  
how much e f f e c t  t h i s  w i l l  h a v e ,  b u t  U.S. o f f i c i a l s  i n  Egyp t  
f e e l  t h a t  t h e s e  c h a n g e s  a r e  i m p o r t a n t  f o r  improving  c o o r d i n a -  
t i o n  and expanding  t h e  d e b a t e  a b o u t  a g r i c u l t u r a l  p o l i c y .  T h e r e  
is no  d o u b t  t h a t  t h e  new s y s t e m  h a s  improved t h e  a b i l i t y  o f  MOA 
t o  s t a t e  its case i n  f a v o r  o f  a g r i c u l t u r e .  A s  a  r e s u l t ,  sev-  
e r a l  i m p o r t a n t  c h a n g e s  were made i n  t h e  1982 a g r e e m e n t s .  



The most i m p o r t a n t  change  is t h a t  t h e  GOE a g r e e d  to s u b m i t  
t h e  a n n u a l  s e l f - h e l p  r e p o r t  i n  September  1 9 8 1  " p r i o r  to  t h e  
c o n s i d  r a t i o n  o f  a  T i t l e  I ag reemen t  f o r  U.S.  f i s c a l  y e a r  
1983."' T h i s  would imply t h a t  t h e  s u b s t a n c e  of t h e  s e l f - h e l p  
r e p o r t  would have  some b e a r i n g  on  t h e  n e x t  ag reemen t ,  a  com- 
p l e t e  r e v e r s a l  o f  p r e s e n t  p r a c t i c e .  Second,  it was a g r e e d  t h a t  
t h e  s e l f - h e l p  r e p o r t  would be  accompanied by t h e  " r e c e i p t  and 
e x p e n d i t u r e  r e p o r t  c e r t i f i e d  by t h e  a p p r o p r i a t e  GOE a u d i t  au-  
t h o r i t y . "  T h i s  seems t o  i n d i c a t e  t h a t  f o r  t h e  f i r s t  time, it 
w i l l  be  p o s s i b l e  to d e t e r m i n e  how much local  c u r r e n c y  was 
a c t u a l l y  g e n e r a t e d  and f o r  what p u r p o s e  it  was used .  

F i n a l l y ,  w i t h  r e g a r d  to  t h e  s u b s t a n t i v e  measu res  a g r e e d  to  
f o r  1982,  it is i n t e r e s t i n g  to  n o t e  t h a t  w h i l e  much of t h e  l a n -  
guage  remained t h e  same a s  f o r  1981,  t h e r e  h a s  been  a move 
toward  g r e a t e r  c o n c r e t e n e s s .  T h i s  would p e r m i t  q u a n t i t a t i v e  
and  q u a l i t a t i v e  measurement o f  ach ievemen t s  by September  1981. 
For  example, o n e  measure  s ta tes ,  "The GOE w i l l  t a k e  t h e  f o l l o w -  
i n g  s t e p s  to  p e r m i t  p r i v a t e  i m p o r t e r s  to  impor t  400,000 m t  o f  
f e r t i l i z e r '  and g o e s  on  to  s p e c i f y  t h e  s t e p s .  Another  new 
ag reemen t  s t a t e s ,  "The GOE w i l l  c o n t i n u e  t h e  p rocuremen t  of 
wheat  and w i l l  e s t a b l i s h  a  program f o r  t h e  p rocuremen t  o f  c o r n .  
The p rocuremen t  p r i c e  w i l l  b e  set w i t h  t h e  o b j e c t i v e  o f  reduc-  
i n g  t h e  d i f f e r e n c e s  between t h e  d o m e s t i c  and wor ld  p r i c e s  o f  
wheat  and c o r n . "  T h i s  wording  c o n t r a s t s  f a v o r a b l y  w i t h  p r e v i -  
o u s  a g r e e m e n t s  couched i n  terms l i k e  " w i l l  u n d e r t a k e  to de-  
v e l o p "  and " c o n t i n u e  to  r e a s s e s s . "  Moreover ,  b o t h  a g r e e m e n t s  
i n d i c a t e  a c t i o n s  which c a n  be  u n d e r t a k e n  by t h e  GOE indepen-  
d e n t l y  o f  s p e c i f i c  b i l a t e r a l  projects. I r r e s p e c t i v e  o f  t h e  
m e r i t s  o f  t h e  ag reemen t s  c i t e d ,  t h e y  r e f l e c t  a g r e a t  improve- 
ment i n  t h e  c o n c r e t e n e s s  and v e r i f i a b i l i t y  o f  U.S.-GOE s e l f -  
h e l p  ag reemen t s .  Combined w i t h  t h e  improved t i m i n g  o f  s e l f -  
h e l p  r e p o r t i n g  and b e t t e r  i n f o r m a t i o n  on  r e c e i p t s  and 
e x p e n d i t u r e s ,  we a n t i c i p a t e  t h a t  a  g r e a t l y  improved q u a l i t y  o f  
r e p o r t i n g  w i l l  have t a k e n  place d u r i n g  1982.  

D. Management o f  PL 480 i n  Egyp t  

I n  Egyp t  t h e  p r i m a r y  r e s p o n s i b i l i t y  f o r  a n n u a l  n e g o t i a t i o n  
of PL 480 T i t l e  I a g r e e m e n t s  r e s t s  w i t h  t h e  a g r i c u l t u r a l  
a t t a c h e .  However, c o o r d i n a t i o n  d o e s  o c c u r  a t  t h e  t e c h n i c a l  
l e v e l  between USAID, t h e  Embassy Economic C o u n s e l o r ,  and USDA. 
TO t h e  e x t e n t  t h a t  p o l i c y  i s s u e s  a r e  i n v o l v e d  i n  a n n u a l  d i s c u s -  
s i o n s ,  t h e  USAID M i s s i o n  D i r e c t o r  and t h e  U.S. Ambassador p l a y  
key roles. 

- 

3 ~ g r e e d  m i n u t e s .  



USAID1s c o n c e r n  w i t h  PL 480 T i t l e  I is  i n  t h e  g e n e r a t i o n  
o f  s e l f - h e l p  a g r e e m e n t s ,  a  p r o c e s s  u s u a l l y  o c c u r r i n g  l a t e  i n  
t h e  c a l e n d a r  y e a r ,  and i n  r e c e i v i n g  and commenting on  a n n u a l  
GOE p r o g r e s s  r e p o r t s .  Up to  1981,  t h e r e  was l i t t l e  c o o r d i n a -  
t i o n  among t h e  E g y p t i a n  m i n i s t r i e s  conce rned  w i t h  food a i d  and 
i ts  u s e s .  The M i n i s t r y  o f  S u p p l y  h a s  been  t h e  p r i n c i p a l  o r g a n -  
i z a t i o n  i n v o l v e d  i n  t h e s e  ag reemen t s  and is  r e s p o n s i b l e  for 
compl i ance  r e p o r t i n g  t o  t h e  U.S. Government t h r o u g h  t h e  a g r i -  
c u l t u r a l  a t t a c h e .  T h i s  r e l a t i o n s h i p  between t h e  a g r i c u l t u r a l  
a t t a c h e  and MOS seems c l o s e  and is e f f e c t i v e l y  o r i e n t e d  toward 
e f f i c i e n t  movement o f  commodi t ies .  T h e r e  is  no  e v i d e n c e  to  
i n d i c a t e  t h a t  t h e  r e l a t i o n s h i p  between USAID and MOA, M O I ,  or 
o t h e r  l i n e  m i n i s t r i e s  was r e f l e c t e d  i n  a  GOE c o o r d i n a t i n g  body 
between t h e s e  m i n i s t r i e s  and t h e  M i n i s t r y  o f  Supp ly .  T h i s  
changed  i n  1 9 8 1  a t  t h e  s u g g e s t i o n  of  MOA. 

Al though s e n i o r  USAID o f f i c e r s  e x p r e s s e d  t h e i r  s u p p o r t  f o r  
PL 480 a s  a d e v i c e  f o r  keep ing  t h e  p o l i c y  d i a l o g u e  open ,  t h e r e  
d o e s  n o t  a p p e a r  to be  much e f f o r t  to program--however l o o s e l y - -  
PL 480 r e s o u r c e s  f o r  deve lopment  p u r p o s e s .  For a  v a r i e t y  o f  
r e a s o n s ,  PL 480 d o e s  n o t  f i t  w e l l  i n t o  USAID's o v e r a l l  program- 
mable  r e s o u r c e  package ,  and t h e  M i s s i o n  h a s  been more t h a n  busy 
w i t h  i ts  p r o j e c t  agenda .  Al though t h i s  a p p e a r s  to be  c h a n g i n g ,  
USAID's p a s t  involvement  i n  PL 480 may be  c h a r a c t e r i z e d  a s  one 
o f  "ben ign  n e g l e c t . "  PL 480 h a s  been  l a r g e l y  viewed as a  USDA 
i s s u e .  T h i s  n e g l e c t  is r e f l e c t e d  i n  t h e  f a c t  t h a t  c u r r e n t  
USAID o f f i c e r s  seem somewhat c o n f u s e d  a s  t o  which o f f i c e  w i t h i n  
t h e  M i s s i o n  h a s  r e s p o n s i b i l i t y  f o r  m o n i t o r i n g  development  
a g r e e m e n t s  or g e n e r a t i n g  new o n e s .  A g r i c u l t u r e  t akes  t h e  l e a d  
sometimes, w h i l e  t h e  program o f f i c e  g e t s  i n v o l v e d  a t  o t h e r s .  
Who d o e s  what  a p p e a r s  t o  be  a f u n c t i o n  of  who is l e a s t  busy .  
I t  s h o u l d  be  added t h a t  t h e s e  o b s e r v a t i o n s  a p p l y  m o s t l y  to  
T i t l e  I. Othe r  programs under  PL 480 r e c e i v e  much g r e a t e r  
a t t e n t i o n .  



APPENDIX D 

SUMMARY OF SELF-HELP MEASURES, 1976-1981 

A. Budget Allocations 

1. If self-help agreements had been acted upon, a shift 
should have occurred after 1976 in budget allocations 
in favor of the Ministries of Agricul.ture, Irrigation, 
Supply, and Health (including family planning). These 
ministries' budgets should be increasing faster than 
those of other ministries, and should increase at a 
rate above the rate that would be required to finance 
A.I.D. projects. 

2. Specific allocation increases should appear for these 
ministries in the following capital and recurrent ac- 
counts : 

a. Ministry of Agriculture 

1) Agricultural data collection (by 1977) 
2) Agricultural research 
3) Crop production (specifically food) 
4) Agricultural mechanization 

b. Ministry of Irrigation 

1) Works (canals and drainage) 
2) Training 

c. Ministry of Supply 

1) Purchases 
2) Works (ports, storage, transport) 

d. Ministry of Health 

1) Rural health 
2) Training 
3) Supply and maintenance 
4) Family planning 

Institutional Capacity 

1. If self-help agreements had been acted upon, there 
should have been improved institutional performance 
capability in the Ministries of Agriculture, 



Irrigation, Health, and Supply. There should be 
evidence of 

a. Increased number of trained personnel 
b. Improved management procedures 
c. Improved communication and reporting 

2. Agricultural data with reference to specific ministries 

a. Reorganized agricultural data collection and 
analysis system 

b. More personnel with higher qualifications 
c. More frequent analysis by department 
d. Data processing systems upgraded for rapid 

turnaround 

3. Ministry of Agriculture, agricultural research 

a. Greater orientation toward applied research 
b. Research facilities refurbished and working 
c. Evidence of close attention to field conditions 
d. Personnel reorientation and improved training 

4. Ministry of Agriculture, crop production 

a. Improved input supply, including credit 

5. Agricultural extension 

a. Procedures development for outreach program, 1982 

6. Ministry of Irrigation 

a. More and better trained technicians 
b. Improved water management procedures 

7. Ministry of Health 

a. Increased supply of trained health workers/family 
planning workers in rural areas 

b. Increased number of clinics operating in rural 
areas 

C. Reports, Analyses, and Plans 

1. If self-help agreements had been implemented, there 
should have been an observable increase in the quan- 
tity and quality of analyses in relevant sectors of 
Agriculture, Irrigation, Health, and Supply. 



2. The specific reports required or implicitly recognized 
include the following: 

a. Ministry of Supply, a 1977 national plan for 
storage improvement (by 1980?) 

b. Government of Egypt paper(s) on p i c e  policy for 
aqricultural inputs and outputs (1979) 

c. ~gricultural sector investmint st.udies (1979) 
d. An agricultural mechanization study (1979) 
e. Report on agricultural research and extension 

production 
f. Animal production national plan 



SELF-HELP AGREEMENTS 

E-1 

APPENDIX E 

AND IDENTIFIABLE ACTIONS, 

Agreement Identifiable Action 

Give high priority to Agricul- 
tural Development Budget, em- 
phasizing production of food 
grains 

Emphasize internal agricultural 
marketing and distribution to 
assure adequate supplies to all 
parts of the country 

Accelerate applied research and 
disseminate findings 

Strengthen systems for collec- 
tion, computation, and analysis 
of agricultural statistics 

Increase in capital 
budget beginning 1977 

Increase in food grain 
production by 1979 

Improved procedures 
for marketing and 
distribution 

No shortfalls in food 
supply, by region by 
1978 

Increase in research 
budget by 1977 

Research outputs in 
food crops field 
tested by 1980 

Evidence of farmers 
shifting to new vari- 
eties, agronomic prac- 
tices, inputs 

Improved accuracy and 
timeliness of reports 

Evidence of improved 
procedures 

Increase in budget 
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SELF-HELP AGREEMENTS AND IDENTIFIABLE ACTIONS, 1976-1981 

Agreement 

1977 and 1978 (no change) 

1. Expand and improve water man- 
agement; particular emphasis on 
installing drainage facilities, 
training field technicians, and 
performing pilot demonstration 
projects 

2. Undertake major improvement in 
processing, marketing, and 
distribution systems to serve 
rapidly expanding urban popula- 
tion, increase farm incomes, 
effectively compete on export 
markets 

3. Strengthen systems for agricul- 
tural data (same as 1976) 

4. Strengthen national program for 
dissemination of family plan- 
ning information and delivery 
of social services, health, 
nutrition, family welfare 

Identifiable Action 

1. Hectarage with im- 
proved drainage, 1976- 
1981. 

2. Number of technicians 
trained 

3. Number of pilot proj- 
ects 

4. Reduction in hectarage 
classified as saline 
or water logged 

5. Reduction in estimates 
of water loss 

6. Increase in Budget 

1. Increase in urban food 
grain consumption 

2. Increase in farm inco- 
me 

3. Increase in Egypt's 
food exports 

1. Increase in budgets of 
relevant ministries 

2. Evidence of increased 
information 

3. Improved health facil- 
ities in rural areas 



SELF-HELP AGREEMENTS AND IDENTIFIABLE ACTIONS, 1976-1981 

Agreement Identifiable Action 

1977 and 1978 (no change) (cont.) 

5. Develop and implement specific 1. Increase in budget for 
programs for storage improve- port improvement 
ment; set specific targets for 
port, inland terminals, market 2. Increase in budget for 
towns, farm storage storage 

3. Specific plan prepared 
with quantifiable 
targets by 1980 

1. Carry out program that would 
strengthen self-sufficient 
private sector organizations; 
emphasis on training in OB/P 
(new) 

2. Continue review of pricing 
policies for agricultural in- 
puts and outputs to provide 
basis for possible changes 

3. Expand and improve GOE capacity 
within agricultural sector for 
data collection, analysis, and 
use (same as 1976, 1977, 1978) 

4. Continue reassessment of agri- 
cultural sector investment, 
focus on land use, alternative 
cropping patterns, intensifica- 
tion on old lands, pilot proj- 
ects on new lands 

1. Program in place for 
private sector agri- 
cultural by 1981 

2. Training program in 
place for O/P/M in 
pr ivate sector 

1. Evidence of reviews 
underway (research 
grants, official 
studies) 

1. Evidence of land use/ 
resource allocation 
studies 

2. Establishment of pilot 
projects on new (mar- 
ginal) lands 



SELF-HELP AGREEMENTS AND IDENTIFIABLE ACTIONS, 1976-1981 

Agreement Identifiable Action 

Formulate national agricultural 
mechanization policy using 
results of ~~ricultural ~echa- 
nization Study on training of 
mechanics and drivers and es- 
tablishing maintenance and 
spares system 

Undertake second-stage review 
of food subsidies to gradually 
rationalize policy 

Continue analysis of family 
planning program; develop 
strategy by 1979/1980 

Examine agricultural research 
relating to increased produc- 
tion through extension services 

1980-1981 (no change) 

Formulate agricultural mechani- 
zation policy (same as 1979, 
Item 5) 

Assess agricultural investment 
(same as 1979, Item 4) 

1. Agricultural mechani- 
zation policy formu- 
lated by 1980 

2. Policy consistent with 
findings in Agricul- 
tural Mechanization 
Study 

3. Training program in 
place by 1982 

4. Maintenance and spares 
system in place by 
1982 

1. Review produced by 
1982 

1. Family planning strat- 
egy published by 1979/ 
1980 

1. Examination (report) 
completed by end of 
1981 

1. An agricultural mecha- 
nization policy in 
place by 1981 

1. Research reports pub- 
lished 



E-5 

SELF-HELP AGREEMENTS AND IDENTIFIABLE ACTIONS, 1976-1981 

Agreement Identifiable Action 

1980-1981 (no change) (cont .) 

Agricultural Research and 
Extension 

3. Examine agricultural research 
(1979, Item 8) with emphasis on 
identifying constraints; deter- 
mining linkages; and developing 
procedures to provide services, 
create incentives, and demon- 
strate results 

4. Carry out program to strengthen 
self-sufficient private sector 
agriculture (same as 1979, Item 
11, as well as program to use 
mass media and group instruc- 
tion to inform farmers 

Examination complete 
by 1981 

Procedures to provide 
services, incentives, 
results by 1982 

Increase in private 
sector agribusiness 
organizations 

Increase in private 
sector share of agri- 
cul.tura1 business 

Media program in place 
by 1981 

Policy Formulation and 
Rural Planning 

5. Analyze and develop national 1. Analysis produced by 
plan for animal production 1982 

2. Plan developed by 1982 

6. Continue review of pricing 1. Analyses produced 
policy (same as 1979, Item 2) 

2. Evidence of Government 
change of price policy 



SELF-HELP AGREEMENTS AND IDENTIFIABLE ACTIONS, 1976-1981 

Agreement I d e n t i f i a b l e  A c t i o n  

1977 and 1978 (no  change)  ( c o n t . )  

7 .  Review food s u b s i d i e s  (same a s  1 .  Evidence o f  rev iew and 
1979,  Item 6 )  change i n  food p r i c e s  

for  consumers 



APPENDIX F 

USAID PROJECTS I N  AGRICULTURE, RURAL DEVELOPMENT, AND 

tlEALT6 RELATED TO SELF-HELP AGREEMENTS, 1976-1981 

Table F-1. USAID Pro jec t s  i n  Agr icul ture ,  Rural Development, 
And Health Related t o  Self -Help Agreements, 1976-1981 

Pro jec t  

U.S.$ 
Self-Help Agreement Amount Year 

Ac t iv i ty  (mi l l ions)  Obligated 

1. Improve Agr icu l tu ra l  1976-1981 
Data Collection/Analysis 

2. Improve Agr icu l tu ra l  
Research, Extension 

Agr icu l tu ra l  Development 15.0 1977 
Systems (evaluated 

Focus on h o r t i c u l t u r e  and 
a g r i c u l t u r a l  economics 
research.  (Contractor: 
Universi ty of Ca l i fo rn ia  
(UC) , Davis, lead  c o n t r a c t )  

Agr icu l tu ra l  Data Col lec t ion  
and Analysis 

A s s i s t  a g r i c u l t u r a l  economics 
research un i t ,  MOA, t o  improve 
d a t a  c o l l e c t i o n  a c t i v i t i e s ,  
ana lys i s .  (Contractor: USDA 
and p r i v a t e  f i rm) 

Agr icu l tu ra l  Development 
Systems (see above) 

Technology t r a n s f e r  i n  
h o r t i c u l t u r e ,  c i t r u s ,  
development of research 
lab;  some extension.  
(Contractor : UC, Davis) 



Table F-1. USAID Projects in Agriculture, Rural Development, 
And Health Related To Self-Help Agreements, 1976-1981 (cont.) 

Project 

-- -- - -- ---- 

U.S.$ 
Self-Help Agreement Amount Year 

Activity (millions) Obligated 

3. Marketing 
Improvement 

4. Storage, Ports, 
Distribution 

Rice Research Center 21.8 1977 

Establish multipurpose 
Rice Research Institute 
at Sakha; includes training, 
extension, machinery. 
(Contractor: UC, Davis) 

Major Cereals 47.0 1979 

Develop research facilities, 
programs, and capabilities 
in cereals (excluding rice). 
Research stations at Sakha, 
Sids, Shandawal, and Gemmeisa. 

Agricultural Development 15.0 1977 
Systems (see above) 

Some work on processing and 
marketing research. Research 
for horticultural exports. 
(Contractor: UC, Davis) 

Cargo Handling, Alexandria 31.0 1976 
(complete) 

Cargo handling, transport 
equipment, spares and 
maintenance: includes 
training. (Contractor: 
PW: Harris) 



Table P-1. USAID Projects in Agriculture, Rural Development, 
And Health Related to Self-Help Agreements, 1976-1981 (cont.) 

Project 

U.S.$ 
Self-Help Agreement Amount Year 

Activity (millions) Obligated 

5. Water/Irrigation 
Management and 
Land Improvement 

Grain Storage Facilities 44.3 1975 
(completed 1982) 

Two 100,000 mt silos at 
Alexandria and Cairo. 
Quay extension at 
Alexandria. (Contractor: 
de Laurel Construction) 

Suez Port Development 30.0 1978 

Rehabilitate and modernize 
Suez port to increase 
capacity from 644 mt to 
1,615 mt.; initial report 
finished. (Contractor: 
Port Suez Engineering Group) 

Grain Storage, Tallow, Fats 42.0 1977 

Mainly construction of storage 
facilities. Includes grain 
silo (50,000 mt) at Safaga on 
Red Sea and temporary grain 
handling facility at Alexandria. 

Water Use Management 13.0 1976 
(extended: 

Develop and test irrigation evaluated 
and water nmnagemnt programs 1980) 
at Mansuriya and Kafr el Sheikh 
in Delta, Minya in Upper Egypt. 
(Contractor: C.I.D.) 



Table F-1. USAID Pro jec t s  i n  Agr icul ture ,  Rural Development, 
And Health Related t o  Self-Help Agreements, 1976-1981 (cont.)  

U.S.$ 
Self  -Help Agreement Amount Year 

P ro jec t  Ac t iv i ty  (mi l l ions)  Obligated 

6. Family Planning 

A. 0029 

PVC Pipe Drainage 

Es tabl i sh  f a c i l i t i e s  t o  
produce p ipe  for  drainage 
p r o j e c t  (World Bank) a t  
Quena, Assiut ,  Beni Suef.  
P lan t s  a r e  ope ra t iona l .  

Canal Dredging Equipment 

Provide equipment fo r  Main 
Canal dredging and repai r  
fo r  26,000 miles of canals .  
(Contractor: Louis Berger 
In te rna t iona l .  Equipment is 
i n  place.  ) 

I r r i g a t i o n  Equipment 

Buy e l e c t r i c  pumps fo r  37 
s t a t i o n s  covering 128,000 
feddan. MOI work is pro- 
gress ing .  

I r r i g a t i o n  Management Systems 

Strengthen planning, opera t ions ,  
c a p i t a l  support  fo r  equipment 
fo r  MOI. Ins t i tu t ion-bu i ld ing  
and c a p i t a l  with MOI. 

Family Planning 45.0 

Improve adminis t ra t ion ,  
supply, and outreach of 
family planning program. 
Works with MOH, American 
Universi ty,  Cairo, and 
S t a t e  Information Services.  

1976 

1977 

1977 

1981 

1977 
(evaluated 

1979) 



Table F-1. USAID Pro jec t s  i n  Agr icul ture ,  Rural Development, 
And Health Related t o  Self-Help Agreements, 1976-1981 (cont.)  

U.S.$ 
Self-Help Agreement Amount Year 

P ro jec t  Ac t iv i ty  (mi l l ions)  Obligated 

7. Rural S o c i a l  Serv ice  
(Bea l th f iu t r i t i on )  

8. A g r i c u l t u r a l  P r i c e  
Pol icy  Review and 
Analysis  

9. Food Subsidy Pol icy  
Review and Analysis  

10. Agr i cu l tu ra l  Investment 
Pol icy  Review and 
Analysis 

Rural Health Delivery 7.8 1976 
(evaluated 

Improve hea l th  se rv ices ,  t e s t  1981) 
approaches, t r a i n  medical per- 
sonnel  i n  Dakahliya, Fayoum 
Beheira,  and Ass iu t .  
(Contractor:  Westinghouse 
Health Serv ices)  

In tegra ted  S o c i a l  Work 
Training Centers  

Ministry o f  S o c i a l  A f f a i r s  
helped to bu i ld  t r a i n i n g  cen te r  
i n  Tanta (Delta)  and Assiut: 
(Upper Egypt).  

4.0 1977 
(evaluated 

1980) 

Control  of  Diar rhea l  Disease 26.0 

Spinoff from 015; w i l l  focus on 
reducing i n f a n t  m r t a l i t y  by 
making o r a l  rehydrat ion se rv ices  
widely ava i l ab le .  

N o  "pro jec t , '  bu t  A g r i c u l t u r a l  
Development Systems Project: has  
produced papers.  

No 'project, .  bu t  c e n t r a l l y  
funded study and o the r s .  

No "project." 



Table F-1. USAID Projects in Agriculture, Rural Development, 
And Health Related to Self-Help Agreements, 1976-1981 (cont.) 

Project 

U.S.$ 
Self-Help Agreement Amount year 

Activity (millions) Obligated 

1 Agricultural Private 1979-1981 
Sector Development 

Agricultural Cooperative 
Development 

Strengthen cooperative 
management and improve 
export marketing of 
fruits and vegetables. 
(Contractor: CLUSA) 

12. Farm Mechanization 1979-1981 

A. 0031 Agricultural Mechanization 40.0 1978 

Establish agricultural 
mechanization group to work 
on planning and evaluation, 
training, soil improvement, 
machinery management exten- 
sion, service center devel- 
opment, and equipment research 
and development. Project 
planning complete? (Contractor: 
Berger International) 

Small-Scale Agricultural 1.7 1979 
Activities (evaluation 

in draft 
Technical and administrative 1981) 
assistance to small equipment 
development. 



Table F-2. Major Self-Help Activities of Government of Egypt, 1976-1981 

Relevant AID-GOE Projects 

Self-Help Activity 1976 1977 1978 1979 1980 198 1 

Agricultural Data 
Collection and 
Analysis Improvement 

Agricultural Research, 
Extension Improvement 

Marketing 
Improvement 

Storage, ports, 
Distribution/ 
Irrigation 

Water/Irrigation 
Management and 
Land Improvement 

Family Planning 

Rural Social Service 
(Healthfiutrition) 

Agricultural Price 
Policy Review and 
Analysis 

Food Subsidy Policy 
Review and Analysis 

Agricultural Investment 
Policy Review and 
Analysis 

Agricultural Private 
Sector Development 

Farm Mechanization 



APPENDIX G 

THE INCENTIVE STRUCTURE IN EGYPT'S WHEAT MARKET 

In order to understand the implications of PI, 480 Title I 
in Egypt, it is useful to review the actors involved and their 
respective incentives. The economic reality faced by some of 
the primary actors in 1981 is briefly defined below. 

I. THE ACTORS 

The number of actors in the Egyptian wheat market is 
greater than one would at first imagine. The list includes not 
only consumers, disaggregated as rural and urban according to 
residence and income, but also small, medium, and large domes- 
tic farmers; the Government of Egypt Ministries of Agriculture, 
Supply, Economy, and Finance; small- and large-scale millers 
and bakers; truckers; barge operators; the railway; at least 
four port authorities; and silo companies. Besides these do- 
mestic actors, there are a number of international actors as 
well. There are at least five major wheat exporting countries 
involved: Australia, Canada, France, Argentina, and the United 
States, each with its own set of production, consumption, 
transport, storage, milling, and foreign policy interests to 
consider. In the case of the United States, PL 480 Title I 
operates via an interagency working group which takes into 
consideration a variety of divergent interests embodied in such 
agencies as the U.S. Department of Agriculture, the U.S. De- 
partment of State, AID, the Office of Management and Budget, 
and the Treasury Department. Lobby groups from the U.S. wheat 
producers, shipping companies, cereal tradinq companies, and 
flour millers also seek to influence not 0nl-r the U.S. Govern- 
ment actors, but also Egyptian Government decision-makers. 
Thus, the list of groups with an interest in the Egyptian wheat 
market is considerable. 

11. THE EGYPTIAN FARMER 

What is the economic situation facing the Egyptian farmer? 
Many of the approximately 3 million farm households in Egypt 
have holdings of around 3.5 feddans, which means they derive 
most of their annual income from the equivalent of 7 feddans 
(two crops per feddan per year). Often farmers do not make 
individual production decisions, but pool their land with rela- 
tives, e.g., father and sons, or brothers. A number of farmers 
rent their land from larger land holders despite the fact that 
there was a redistribution of land in 1952 following the 
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overthrow of King Farouk, which established maximum holdings of 
150 feddans. 

The farmer is faced with several externally imposed con- 
straints on his decision-making. First, every 2 or 3 years he 
must plant a certain amount of his land in cotton, which he 
must sell to the Government cooperative banks for a set price 
(presently about 30 percent of the world market price). Sec- 
ond, he is strongly urged to plant a certain amount of land in 
his 2- or 3-year rotation in rice and wheat. Until recently he 
was required to sell to the Government a portion of the output 
of both of these crops; however, now he is required to sell 
only a portion of his rice. Both of these commodities have 
annually established Government procurement prices. 

Third, the Government provides certain important inputs at 
subsidized prices to provide additional incentives for produc- 
ing the desired commodity and yield level as viewed from the 
perspective of the country as a whole. These subsidized inputs 
include the following: (a) free water at certain specified 
times during the year, (b) fertilizer, and (c) credit facil- 
ities. To encourage the purchase and use of improved seeds, 
the Government, through its agricultural cooperative banks, 
also provides credit. In some areas, special Government ex- 
tension activities are being undertaken to improve tilling and 
other agricultural practices as well. 

Fourth, the Government has intervened by heavily subsidiz- 
ing energy prices (for example, selling gasoline at about 40 
percent of world prices), so that certain traditional labor or 
bullock-powered activities, e.g., pumping water, can be more 
economically mechanized. Finally, the Government controls the 
allocation and priority of various applied research activities 
in agriculture, so that the knowledge base is defined and ex- 
panded according to forces external to the farmer. 

Another set of constraints faced by the farmer is deter- 
mined by the productivity of the land and its potential for 
alternative uses. If the land is close to the city, urban 
development represents a major "opportunity cost" to farming. 
In addition, there is an increasing salinity and water logging 
problem in the Delta. As a consequence, yield increases are 
more difficult to obtain and maintain; at the same time, the 
price of bricks for construction is also rising. Thus, it may 
be increasingly rational for farmers to sell their land for use 
in brick-making and then to have it developed for urban pur- 
poses. 

The farmer has control over a number of decisions, how- 
ever. Perhaps one of the most important is the allocation of 
his and his household workers' scarce time. In addition to 
labor-time allocations, he has considerable latitude in 



determining when he will plant, weed, water, and harvest each 
crop. Further, he has considerable leeway to decide how much 
of his fertilizer, acquired at subsidized prices for applica- 
tion on the Government-preferred commodities, will in fact be 
so used, rather than on such nonprice-regulated commodities as 
vegetables or berseem. 

The farmer can also decide the extent to which the "by- 
products" of major commodity production enter into his decision 
to produce. For example, it is increasingly true that the 
primary motivation for growing wheat is to obtain the by- 
product of straw to be used as animal feed in the early summer, 
as matting in and around houses, and as a principal ingredient 
in bricks. Similarly, cotton is also grown for two by- 
products--the oil seeds and the bushes themselves, which have 
become the most commonly used cooking fuel in rural areas. 
Where there has been such an influx of imported wheat, the 
farmer now obtains a greater return per unit of weight from 
straw than from the grain itself. (Prices in February 1982 
suggest that straw yields 10-11 pt./kg, whereas wheat is sold 
for around 7 pt/kg.) There are reports of rising grain content 
in local straw. 

Farmers increasingly are growing nonregulated commodities 
including vegetables, beans, lentils, cattle, chickens, and 
fruit, as well as totally depreciating their land by selling it 
for urban use or allowing their land to be used to grow 
"bricks." The farmer also has another choice. As the wage 
rate rises relative to agricultural earnings, not only in urban 
areas of Egypt but also in other Middle East states, off-farm 
migration has increased and provides an important alternative 
to life in the agricultural sector. 

At the moment, it is useful to review the major incentives 
facing the farmer, assuming he desires to maximize his income. 
Some of the basic facts are contained in Table G-1. Unfortu- 
nately, the table does not include some of the most remunera- 
tive activities, such as fruit growing and animal production, 
which yield commodities to the farmer and which have high in- 
come elasticities of demand. Nevertheless, the table shows 
several important points. First, the estimated gross margins, 
not including the return to labor, vary considerably from crop 
to crop. The prices of wheat, cotton, rice, and maize are 
those which the Government influences to a greater or lesser 
degree by establishing procurement prices and determining rates 
of procurement and area allotments. Among those crops which 
the Government influences, the greatest margin in 1979 was on 
cotton. Without straw as an important by-product from the 
production of wheat, the gross margin on wheat would have been 
negative, given prices, yields, and production costs. The 
gross margin on rice is very low as well. 



What is of 
input required. 
is incorporated 
the administere 

interest to the farmer, however, is the labor 
When the information in column 6 of Table G-1 

, a different incentive structure emerges among 
d crops, particularly after adding in the straw 

"by-product" of wheat production. (It is probably true that 
the situation has gotten to the point where farmers consider 
wheat a "by-product" of straw production.) With straw, wheat 
is preferred over any of the other three administered crops. 
With about one-fourth the labor input, the farmer obtains a 
return per unit of time three times as big as for cotton (but 
only because of the straw). With this time saving, he could 
either be producing a high-margin crop such as tomatoes or 
onions, tending animals, or working off-farm for part of the 
year. 

When referring to the entire set of options presented in 
Table G-1, it is not surprising to see so many fields planted 
in either short or long berseem. Not only are the gross 
margins double to quadruple those of wheat (including straw), 
but they also require less labor input, such that the return 
per unit of labor input is even greater (see column 7 of this 
table). 

Given the kinds of options that the farmer faces from 
prices, yields, costs of production, and labor input require- 
ments, it is not surprising to find considerable substitution 
for the four "major" crops, even when Government fiat requires 
that they be grown. Even with the Government subsidizing in- 
puts such as free water and reduced fertilizer prices, the 
returns, relative to those crops that are unadministered, are 
so low that farmers reallocate their land and time to such 
commodities. 

During 1982, the Minister of Agriculture of the Government 
of Egypt has been pushing for an increase in wheat prices to 
the international price, and for introduction of a new technol- 
ogy package that would provide about a 50-60 percent increase 
in yield with only about a 5-10 percent loss in straw produc- 
tion. In Table G-2, the gross margins and gross margin per 
person-day figures are presented under these alternative situa- 
tions for wheat (including straw) . 

Assuming the figures in Table G-2 approximate reality, 
farmers will only accept a new technology package which is 
coupled with a substantial increase in prices. Without a price 
increase, the return to the farmer is negative, and only mar- 
ginally positive when straw is included. When there is clear 
substitution of land for wheat and berseem production, with the 
1979 returns as high as they were (and they have not declined 
as of 1982, according to field interviews), farmers do not 
produce the desired yield response. 



Table G-1. Farm Management Options Facing the Egyptian Farmer, 1979 

Average Returns Gross Margin 
Farm Prices Yield (1) X (2) Cost of Gross Labor Per 

1979 1979 (175) Production Margin Required Personday 
(hE/ton) (tons/fed. ) (hE/ton) (hE/fed. ) (3-4) (persondays) (hE/day) 

(1) (2) (3) (4) ( 5 )  (6) (7) 

Cotton 

Rice 

Maize 

Long Berseem 

Short Berseem 

Sorghum 

TOma toe s 

Broad Beans 

(w/straw) 108 67 
(W/O straw) 

187 

131 

124 

3 0 

2 5 

130 

200 

9 0 

'~ot including straw. In 1979, straw had a market price of about $90/ton. 
'~stimate. 

Sources: Cuddihy, Table IV.1, page 30; Macro Study, Table B.l, page 134; Field interviews, 
February 1982. 





Often it is asked whether farmers respond to price changes. 
In Egypt, th's issue has been empirically investigated at least 
three times.' Table G-3 summarizes these results. Unfortunately, 
the complete set of substitutions between administered and non- 
administered commodities has not been fully investigated. How- 
ever, it is useful to review the findings as they pertain to the 
four major administered commodities. 

The results are presented in the form of area planted and 
yield elasticities with respect to changes in Government procure- 
ment price. With respect to the direct supply responses, e.g., 
the response of wheat planting area or yield, to changes in the 
price of wheat, all of the estimates are positive as expected, 
with one exception. Such a positive relationship in both the area 
and yield responses provides evidence to support the view that' 
increases in producer prices will lead to an increase in output 
via both yield and area planted responses. 

Second, given knowledge about cropping patterns, Government 
planting requirements, and potential substitution decisions, the 
positive and negative signs obtained in the cross-price elasticity 
are readily interpretable. The findings suggest the conclusions 
shown in Table G-4. 

In summary, given the environment facing the farmer in Egypt 
in 1982, and the role of PL 480 in contributing to an antithetical 
wheat price policy (from the point of view of domestic farmers), 
it is clear that domestic wheat production will remain low. Pro- 
spects for adopting new technologies will also remain low. Fur- 
ther, nonadministered agricultural commodities will remain the 
only growth subsector in agriculture as long as prices on adminis- 
tered commodities remain low. Clearly, farmers are economically 
rational. Output of wheat and other administered commodities 
could increase. However, for other economic reasons, the Govern- 
ment is not interested in expanding the local production of wheat. 

lcuddihy, 1980; Von Braun, 1980; and Isfahani and Sarris, 1981. 



Table 0 3 .  Enp l r l ca l  Estimates of Egyptian Farmersf Supply ~ e s p o n s e ' ' ~  

Area Planted Responses, Expressed as Area Supply E l a s t l c l t i e s  

Index o f  Competing 
Cr OP m e a t   ice ~g i ze co t  ton Crops P r i ces  

m e a t  0.44, 0.22. 0.33 3 4 -. - , -0.16 -0.17. - , - - , -0.60. - 
Rice 0.38. - , - 0.20, 0.53, 0.53 - , - , - -0.95, - , -0.86 -0.27 

t.'a i r e  5 0.31, - , - - - , 0.09 -0.19, 0.44. 0.23 0.21, -0.75, - 
Cot ton -0.65. - , -0.11 0.88, - , -0.01 - , - , - -0.24, 0.77, 0.21 -1.43 

--- - --- 

Y i e l d  RespJnses, Exp-essed as Y i e l d  Supply E l a s t l c l t l e s  

Crop m e a t  Rice Maize Cotton 

m e a t  0.30, 0.32 - , -0.24 - - -1.18, 6 

R ice 0.43. - 0.19, 0.19 0.40, - -0.66. -0.11 

Ma i ze - , 0.53 -0.48. -0.03 0.39. 0.01 -0.93, -0.31 

Cot ton -0.72. -0.28 - . -0.03 - , -0.16 0.28, 0.52 
- - 

 here a r e  t h e o r e t i c a l  and m p i r l c a l  problems associated w l t h  each t i q u r e  reported. See Esfahani and S a r r i s  t o r  a review o t  
some of t h e  p-oblems. For example, t h e r e  a r e  no wban Watson s t a t i s t i c s  reported f o r  any e s t l m t e  acquired by us ing t ime  
se r ies  data. S i m i  l a r l y ,  a l l  equations a re  misspec i f led  t o  sane deqree. However, t h i s  i s  t h e  best Intormat ion avai lable.  

2 ~ e r e  ava i lab le ,  t h e  l o w - r u n  e l a s t  i c l t l e s  a r e  reported. 

3 ~ h e  f l r s t  f  lgure i s  from Cuddihy's work, t h e  second I s  trom Von Braun, and the  t h i r d  i s  f r a n  Esfahani and Sarris. 

4 ~ h e  i l n e  ( -1  i n  t h e  t a b l e s  designates e i t h e r  a s t a t i s t i c a l  l y  i n s l g n i t i c a n t  e s t l m t e  or, most i i k e l y ,  t h a t  such a cross- ice 
response was not  included i n  t h e  emp i r i ca l l y  estimated equations (e r ro rs  of var iables?).  

5 ~ o n  Braun has e s t l m t e d  t h a t  t h e  m a t / m l l k  p r i c e  chanqes a r e  associated with m i z e  area planted. (Elasticity e s t i m t e d  was 
0.69.) 

Sources:Cuddihy, paqe 40, Table IV.2.d.; Von Braun, paqe 42. (1980); Esfahani and Sarr is,  Tables I and 2, August 1981. 



Table G-4. Conclusions Derived From Table G-3 About 
Crop Complementarity 

Price Changes in 

Crop Wheat Rice Maize Cotton 

Supply of Wheat Substitute Substitute Substitute 

Supply of Rice Complement Complement Substitute 

Response in Maize Complement Substitute Substitute 

Response in Cotton Substitute Unclear Slight 
Substitute 
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Figure 0 1 .  Cropping P a t t e r n s  i n  Egyp t ,  1952-1979 
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APPENDIX H 

A GRAPHICAL ANALYSIS OF THE IMPACT OF PL 480 TITLE I 
ON EGYPTIAN WHEAT PRODUCTION AND GOVERNMENT OF EGYPT 

POLICY OPTIONS 

Possibly the most recurrent criticism of concessional 
sales of wheat and wheat flour to Egypt is that by providing 
inexpensive wheat, the United States is indirectly supporting 
the Egyptian Government's policy of subsidizing domestic wheat 
consumption, thereby providing a disincentive to Egypt's own 
producers. This criticism is supported by price data which 
show that Egypt's domestic wheat price is significantly below 
international prices, and by production data which indicate a 
decline since the resumption of food aid in 1975 (Table H-1). 

Table H-1. A Comparison of Wheat Imports, 
Production, and Prices, 1974-1980 

Imports Prices 

Year Total PL 480 Percentage Production Domestic International 
(Mmt) (Mmt) (Mmt) (bE/mt) W h t )  

Sources: U.S. Department of Agriculture, Foreign Aqriculture 



One problem with this assertion is that it suggests that 
Egypt would not be able to finance its food subsidies without 
PL 480. Furthermore, it assumes that the existence of consumer 
subsidies necessarily implies that the Government cannot sup- 
port domestic prices at international levels. On the first 
point, empirical evidence suggests that the Egyptian Government 
would continue to sustain its cheap food policy by importing 
wheat commercially, whether or not the United States were to 
provide PL 480. This view is confirmed by Egyptian Government 
officials and appears plausible given the relatively small size 
of the wheat subsidy in relation to total Government subsidies 
on fo d and energy, and in relation to Egypt's total import P 

On the second point, while Egypt has the financial re- 
sources to maintain domestic wheat prices at international 
levels and to continue its consumer subsidy on wheat, thus far 
it has not been willing to do so. In part, this is a 
reflection of Egypt's overall policy of taxing the agricultural 
sector to promote industrial growth . 2  

Figure H-1 presents a graphic description of how PL 480 
affects Egyptian wheat production and the policy alternatives 
available to the Government. Currently, Egypt's domestic 
producers' price (Pd) is two-thirds that of the international 
price (Pi) . Thus, Egyptian consumers are being subsidized in 
an amount roughly equivalent to the areas A+B+C+D. Area A is 
financed through an implicit tax on domestic producers, while 
areas B+C+D are being financed out of the general treasury. 
Out of the total amount consumed, 44, up to Q1 is being 
supplied by domestic producers and the difference, Q1 to 44, is 
imported. The effect of the concessional imports can be repre- 
sented for simplicity by Pi , which reflects the implicit 
import price faced by the Egyptian Government. The fact that 
Pi is less than Pi permits the Egyptian Government to defray 
foreign exchange outlays. 

'~lderman, Harold et al., Egypt's Food Subsidy and Rationing 
IFPRI Working Draft, August 15, 1981; 

overnment Policy and Food Imports in 
Developing Countries: The Case of Wheat in Egypt, IFPRI, 
Washington, D.C., September 1981. 

'Cuddihy, William, Agricultural Price Management in Egypt, 
World Bank Staff Working Paper No. 388, April 1980. 
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Figure H-1. Supply and Demand for Wheat in Egypt 

Price 

Pi - International price for wheat ($156/metric ton) 

pi* - Implicit price when weighted commercial market price 
and concessional sales price are combined 

Pd - Current price to domestic producers ($90./metric ton) 
0 to Ql - Current level of domestic production 
Q1 to 44 - Current level of imports 
Q1 to Q2 - Production increase due to price change 
43 to 44 - Decline in consumption when consumer subsidy 

is removed 



APPENDIX I 

STATISTICAL TABLES AND FIGURES 

Table 1-1. Government of Egypt Food Subsidies, 
1970/1971-1980/1981 

Total 
Agricultural Food Food Food 
Subsidies as % Subsidy as % Subsidy as % Subsidy as % 
of Total Govlt of TotalGovlt of Public of GDP at 

Year Expenditure Expenditure Expenditure Market Price 

Source: Derived from Alderman, et al., 1981. 

Previous Page Blank 

JMenustik
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Table 1-2. Combined Ministry of Irrigation/Ministry 
of Agriculture Recurrent and Capital Budgets, 1975-1981 

Combined 
Expenditure Capital 

Year Recurrent (million hE) Total 

Source: Government of ~gypt, Annual Budget, various years. 

Table 1-3. Recurrent and Capital Budgets, 
Ministry of Health, 1974-1981 

Recurrent Capital 
Year (million hE) (million hE) 

Source: Government of Egypt, Annual Budget, various years. 
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Table 1-5. Trends in Consumer Price of Cereals Relative 
to All Food and Beverage Items and All Items 

Year 

Price of Cereals Relative Price of Cereals 
to All Food and Relative to All 
Beverage Items 
Rural Urban 

Consumer I tems 
Rural Urban 

Source: Alderman et al., 1981 Tables 4.19 and 4.20, pages 
172 and 1973 

Table 1-6. Egyptian Imports of 'Wheat and Wheat Flour, 
1973/1974 to 1980/1981 

Metric Tons of Wheat and Wheat Flour Imported 

Year Commercial Concessional 5-Year Average 

Source: International Wheat Council, Egypt: Imports of Wheat 
and Wheat Flour 



Figure 1-1. Government of Egypt Total Expenditures and Combined 
Ministry of Agriculture/Ministry of Irrigation Expenditures, 

1974-1981/1982 

Current Prices 
(in million hE) 

Total Expenditure . 
i . . . . 

:* Capital 
: Expenditure . 

.* . Recurrent . 
Expenditure . 

. 
. 

Combined MOA/MOI, 
Institutions, & 

Authorities - -----,--- ---------- ------- ----- 
I I I I I I I I 

Source: Government of Egypt, Annual Budget, various years. 



Figure 1-2. Percentage Share of Total Capital Budget Received by 
Ministry of Agriculture (MOA)/Ministry of Irrigation (MOI) 

and Selected Ministries, 1974-1981/1982 

% of Central 
Government 
Capital Ex- 
penditures 

I 

1974 1975 1976 1977 1978 1979 1980 1980/ 1981/ 
1st 1981 1982 
half E E 

Source: Government of Egypt, Annual Report, various years. 



Figure 1-3: Percentage Share of Total Recurrent Budget Received by 
Ministry of Agriculture (MOA)/Ministry of Irrigation (MOI) 

Plus Institutions, and Authorities, 1974-1981/1982 

% of Central 
Government 
Recur rent 
Expenditures 

11 - 

10 - 

9 - 
8 - 

7 - 

6 - 
5 - I - I I ..* f t 

I I 
I f 5 I 
I 
8 -** % Without Authority ', 

4 - 
~ l l  Ag. & Industry 

3 - Public Services and 

Economic Authorities ................. ,-.*- 
2-  

1 - Min. of Irrigation 

MOA & Lands 
Reclamation 

0 i I I T  
1974 1975 1976 1977 1978 1979 1980 1980/ 1981/ 

1st 1981 1982 
half E E 

Source: Government of Egypt, Annual Report, various years. 



Figure 1-4. Percentage Shares of Selected Social Service 
Ministries, Recurrent Budget, 1974-1981/1982 

19.8 17.7 
E E l  

I 
I 

% of Central I 
I 

Government I 
Recurrent I 
Expenditures I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

8 I 

7 

Min. of Culture & -.----\- ------ A-s--- Coinmunications ..................... ......................................... Min. of Supply 
0 I I I I I I I I 

1974 1975 1976 1977 1978 1979 1980 1980/ 1981/ 
1st 1981 1982 
half E E 

Source: Government of Egypt, Annual Report, various years. 



Figure 1-5: Lorenz Curve Analysis of Wheat Distribution 
in Egypt, 1980/1981 

Cumulative 
% of Wheat 
Supply 

Cumulative Percentage of Population 

Sources: Alderman, et al., 1981, Table 2.4, pg. 34; 
Table 4.1, pg. 102; and Table 4.2, pg. 105 
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Figure 1-6. Impact of Changes i n  Relative Food Prices on Dietary Patterns 

Quantity of 
All Other 
I t e m  Consumed 

Quantity of 
Cereals 
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(October 1981) PN-AAJ-169 

ENERGY [Rural Electrification] 

Discussion Paper: 
No. 3: Rural Electrification: Linkages and Just 

(April 1979) PN-AAG-671 

Impact Evaluations: 
No. 15: The Philippines: Rural Electrification 

1980) PN-AAH-975 

ifications 

(December 

No. 16: Bolivia: Rural Electrification (December 1980) 
PN-AAH-978 

No. 21: Ecuador: Rural Electrification (June 1981) PN-AAH-979 
No. 22: The Product is Progress: Rural Electrification in 

Costa Rica (October 1981) PN-AAJ-175 

[Fuelwoodl 

Special Study: 
No. I: The Socio-Economic Context of Fuelwood Use in Small 

Rural Communities (August 1980) PN-AAH-747 

Manager's Guide to Data Collection (November 1979) PN-AAH-434 

Discussion Papers: 
No. 8: Assessing the Impact of Development Projects on Women 

(May 1980) PN-AAH-725 - 

No. 9: The Impact of Irrigation on Development: Issues for a 
Comprehensive Evaluation Study (October 1980) 

No. 10: A Review of Issues in Nutrition Program Evaluation 
(July 1981) PN-AAJ-174 

No. 12: Turning Private Voluntary Organizations Into 
Development Agencies: Questions for Evaluation (April 
1982) PN-AAJ-612 

Special Study: 
No. 8: Toward A Health Project Evaluation Framework (June 

1982) PN-AAJ-619 



CROSS REFERENCE LIST BY SECTOR 

FOOD AID 

Program Evaluation: 
No. 6: PL 480 Title 11: A Study of the Impact of A Food 

Assistance Program in the Philippines (August 1982) 
PN-AAJ-622 

Discussion Paper 
No. 15: Food Aid and Development: The Impact and Effectiveness 

of Bilateral PL 480 'Title I-Type Assistance (December 
1982) PN-AAL-003 

Impact Evaluations: 
No. 8: Morocco: Food Aid and Nutrition Education (August - 

1980) PN-AAH-851 
No. 39: Sri Lanka: The Impact Of PL 480 Title I Food 

Assistance PN-AAJ-623 
No. 45: PL 480 Title I: The Egyptian Case (June 1983) 

PN-AAL-015 

Discussion Papers: 
No. 1: Reaching the Rural Poor: Indigenous Health 

Practitioners Are There Already (March 1979) PN-AAG-685 
No. 10: A Review of Issues in Nutrition Program Evaluation 

Impact Evaluations: 
No. 8: MOrCOCco: Food Aid and Nutrition Education (August 

1980) PN-AAH-851 
No. 9: Senegal: The Sine Saloum Rural Health Care Project 

(October 1980) PN-AAJ-008 
No. 36: Korea Health Demonstration Project (July 1982) 

PN-AAJ-621 

Special Studies: 
No. 2: Water Supply and Diarrhea: Guatemala Revisited (august 

1980) PN-AAJ-007 
No. 8: Toward A Health Project Evaluation Framework (June 

1982) PN-AAJ-619 

INSTITUTION BUILDING 

D ~ S C U S S ~ O ~  Paper: 
No. 11: Effective Institution Building: a Guide for Project 

Designers and Project Managers ~as6d on Lessons ~earn6d 
From the AID Portfolio (March 1982) PN-AAJ-611 



CROSS REFERENCE LIST BY SECTOR 

INTEGRATED RURAL DEVELOPMENT 

Impact Evaluations: 
No. 28: Philippines: Bicol Integrated Area Development 

(January 1982) PN-AAJ-179 
No. 43: Egypt: The Egyptian American Rural Improvement 

Service, A Point Four Project, 1952-63 (April 1983) 
PN-AAL-011 

Special Study: 
No. 7: The Vicos Experiment: A Study Of The Impacts Of The 

Cornell-Peru Project In A Highland Community (April 1982) 

IRRIGATION 

Discussion Paper: 
No. 9: The Impact of Irrigation on Development: Issues for a 

Comprehensive Evaluation Study (October 1980) 

Impact Evaluations: 
No. 4: Philiuuine Small Scale Irrisation (May 1980) PN-AAH-749 
NO. 12: ~oceih Irrigation (~ecembei 1980) 

- 
No. 29: Sederhana: Indonesia Small-Scale Irrigation (February 

1982) PN-AAJ-608 
No. 31: Sudan: The Rahad Irrigation Project (March 1982) 

PN-AAJ-610 
No. 35: The On-Farm Water Management Project in Pakistan (June 

1982) PN-AAJ-617 . . . - . - . . . . . - - . 

No. 42: Bangladesh Small-Scale Irrigation (April 1983) 
PN-AAL-010 

No. 43: Egypt: The Egyptian American Rural Improvement 
Service, A Point Four Project, 1952-63 (April 1983) 
PN-AAL-011 

LIVESTOCK DEVELOPMENT 

Discussion Paper: 
No. 6: The Sociology of Pastoralism and African Livestock 

Development (May 1979) PN-AAG-922 

Program Evaluation: 
No. 4: The Workshop on Pastoralism and African Livestock 

Development (June 1980) PN-AAH-238 



CROSS REFERENCE LIST BY SECTOR 

POPULATION/FAMILY PLANNING 

Discussion Paper: 
No. 5: Study of Family Planning Program Effectiveness (April 

1979) PN-AAG-672 

Program Evaluations: 
No. 1: Family Planning Program Effectiveness: aeport of a 

Workshop (December 1979) 
No. 2: A.I.D.'s Role in Indonesian Family Planning: A Case 

Study with General Lessons for Foreign Assistance (December 
1979) PN-AAH-425 

No. 3: Third Evaluation of the Thailand National Family 
Planning Program (February 1980) PN-AAH-OO6 

PRIVATE SECTOR 

Impact Evaluation: 
No. 41: Impact Evaluation of Housing Guaranty Programs In 

Panama (March 1983) PN-AAL-008 

Discussion Papers: 
No. 14: Private Sector: Ideas and 0pportunit.ies: A Review of 

Basic Concepts and Selected Experience (June 1982) - 

PN-AAJ-618 
No. 16: The Private Sector, The Public Sector, And Donor 

Assistance In Economic Development: An Interpretive Essay 
(March 1983) PN-AAL-007 

Special Studies: 
No. 4: The Social ImDact of Aaribusiness: A Case Studv of 

No. 

NO. 
NO. 

NO. 

NO. 

NO. 

No. 

NO. 

- 

ALCOSA in ~uatemaia ( ~ ~ 1 ~ - 1 9 8 1 )  PN-AAJ-1.72 
6: The Economic Development of Korea: Sui Generis or 
Generic? (January 1982) PN-AAJ-177 
9: Private Sector: Costa Rica (March 1983) PN-AAL-005 
10: Private Sector: The Tortoise Walk: Public Policy And 
Private Activity In The Economic Development of Cameroon 
(March 1983) PN-AAL-004 
11: The Private Sector And The Economic Development Of 
Malawi (March 1983) PN-AAL-006 
12: Ventures In The Informal Sector, And How They Worked 
Out In Brazil (March 1983) PN-AAL-009 
14: The Private Sector: The Regulation Of Rural Markets 
In Africa (June 1983) PN-AAL-014 
15: The Private Sector: Ethnicity, Individual Initiative, 
And Economic Growth In An African Plural Society: The 
Bamileke of Cameroon (June 1983) PN-AAL-016 
16: Private Sector Evaluation: The Dominican Republic 
(June 1983) PN-AAL-0 



CROSS REFERENCE LIST BY SECTOR 

PRIVATE VOLUNTARY ORGANIZATIONS 

Discussion Paper: 
No. 12: Turning Private Voluntary Organizations Into 

Development Agencies; Questions for Evaluation (April 
1982) PN-AAJ-612 

Impact Evaluations: 
No. 7: Effectiveness and Impact of the CARE/Sierra Leone Rural 

Penetration Roads projects (June 1980 ) PN-AAH-751 
No. 10: Tunisia: CARE Water Projects (October 1980) 
No. 24: Peru: CARE OPG Water Health Services Project (October 

1981) PN-AAJ-176 

Special Study: 
No. 12: Ventures In the Informal Sector, And How They Worked 

Out In Brazil (March 1983) PN-AAL-009 

ROADS 

Discussion Papers: 
No. 2: New Directions Rural Roads (March 1979) PN-AGG-670 
No. 7: Socio-Economic and Environmental Impacts of Low-Volume 

Rural Roads -- A Review of the Literature (Febrauary 1980) 
PN-AAJ-135 

Program Evaluation: 
No. 5: Rural Roads Evaluation Summary Report (March 1982) 

PN-AAJ-607 

Impact Evaluations: 
No. 1: Colombia: Small Farmer Market Access (December 1979) 

PN-AAH-768 
No. 6: Impact of Rural Roads in Liberia (June 1980) PN-AAH-750 
No. 7: Effectiveness and Impact of the CARE/Sierra Leone Rural 

Penetration Roads Projects (June 1980) PN-AAH-751 
No. 11: Jamaica Feeder Roads: An Evaluation (November 1980) 
No. 13: Rural Roads in Thailand (December 1980) PN-AAH-970 
No. 17: Honduras Rural Roads: Old Directions and New (January 

1981) PN-AAH-971 
No. 18: Philippines Rural Roads I and I1 (March 1981) 

PN-AAH-973 
No. 26: Kenya: Rural Roads (January 1982) PN-AAH-972 



CROSS REFERENCE LIST BY SECTOR 

SMALL-SCALE ENTERPRISE 

Impact Evaluation: 
No. 40: Assisting Small Business In Francophone Africa -- The 

Entente Fund African Enterprises Program (December 1982) 

Special Study: 
No. 13: The Evaluation of Small Enterprise Programs And 

Projects: Issues in Business And ~ommunity~evelopment 
(June 1983) PN-AAL-013 

WATER 

Discussion Paper: 
No. 4: Policy Directions for Rural Water Supply in Developing 
Countries (April 1979) PN-AAG-691 

Program Evaluation: 
No. 7: Community Water Supply in Developing Countries: 

Lessons from Experience (September 1982) PN-AAJ-624 

Impact Evaluations: 
No. 3: The Potable Water Project in Rural Thailand (May 1980) 

PN-AAH-850 
No. 5: Kenya Rural Water Supply: Program, Progress, Prospects 

(June 1980) PN-AAH-724 
No. 10: Tunisia: CARE Water Projects (October 1980) 
No. 20: Korean Potable Water System Project: Lessons from 

Experience (May 1981) PN-AAJ-170 
No. 24: Peru: CARE OPG Water Health Services Poject (October 

1981) PN-AAJ-176 
No. 32: Panama: Rural Water (May 1982) PN-AAJ-609 

Special Studies: 
No. 2: Water Supply and Diarrhea: Guatemala Revisited (August 

1980) PN-AAH-747 
No. 3: Rural Water Projects in Tanzania: Technical, Social, 

and Administrative Issues (Noember 1980) PN-AAH-974 

WOMEN IN DEVELOPMENT 

Discussion Paper: 
No. 8: Assessing the Impact of Development Projects on Women 

(May 1980) PN-AAH-725 




