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SUGGESTIONS FOR THE AGRICULTURAL POLICY REFORM 
PROJECT IN EGYPT 

Wallace E. Tyner 

Agriculture and related agribusiness are very important in the economic development 
of Egypt, accounting for more than half the employment and more than one-third of the 
GDP.l Dr. John Mellor, the leading American agricultural economist and the former Director 
General ofIFyPRI and former Chief economist of US AID, has consistently and effectively 
argued that agricultural growth is critical to overall economic growth. Recent empirical 
evidence strongly supports his views. Over the past two decades, substantial progress has 
been made in reforming agricultural policy, privatizing public enterprises, and modernizing 
agricultural technology in Egypt. Yet much remains to be done. Two decades ago, Egyptian 
agriculture and, indeed, the Egyptian economy in general was centrally planned and 
controlled, with much of the economic activity channeled through publicly owned and 
operated entities. While substantial change has been completed, the reform process is 
currently at a critical juncture. Many important reforms that have huge potential positive 
impacts are at the discussion, negotiation, or early implementation stages. 

Egyptian economic performance has been both a source of pride and frustration. A 
recent World Bank report indicated that Egypt achieved unprecedented growth between 1975 
and 1985, but that problems emerged after that period. Egypt adopted successful stabilization 
policies that led to growth averaging 4 percent between 1993 and 1996, but significant 
challenges lie ahead? However, the Egyptian economy recently has been growing 
reasonably well and is predicted to be the 15th fastest-growing economy in the world in 1999.' 

Foreign aid involvement in Egypt over the past two decades also evokes a range of 
emotions and assessments. The above-mentioned World Bank report implies that, with 
reasonable policy reforms and privatization, the Egyptian economy could be on a sustainable 
growth path. However, in a recent analysis of Egyptian development, Weiss and Wurzel 
argue that Egypt's strategic position in Middle Eastern politics enabled aid flows and other 
special considerations which created an illusion of economic well-being that mitigated the 

IThe fractions are much higher (more like 70% and 50%) if one includes the agricultural demand­
driven components (John Mellor). 

2World Bank Report NO. 16207-EGT, Arab Republic of Egypt Country Economic Memorandum. 
Egypt: Issues in Sustaining Economic Growth, Summary Report, March 1997, p.l. 

3This is the forecast of the Economist Intelligence Unit, a sister company of The Economist magazine, 
reported in the Emerging Market Indicators section, p. 116, January 16-22, 1999, issue. 
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need and pressure for fundamental economic reform.4 In general, the authors condemn the 
entire history of international organization (World Bank, IMF) and bilateral donor aid as 
counterproductive. 

Interestingly, the authors were relatively positive on the USAID Agricultural Policy Reform 
Project (APRP):5 

The US Agricultural Reform Policy Program is an example of effective aid 
linked to a strict conditionality . 

. . . the USAID Agricultural Policy Reform Program is a comprehensive 
attempt to enforce a strict market approach to Egypt's agricultural sector. 
Significant changes have been achieved. 

The very important changes that have been achieved in the APRP project have been carefully 
documented elsewhere and do not need to be reiterated here.6 The major point is that even 
some who are quite negative on Egyptian progress in general see very positive results from 
this project. 

Today the project is at a critical juncture. While it has been successful, much work 
remains. What should be the focus and major priorities for the future of the project? How 
should the activities be structured? How can the project do a better job oflinking its 
activities and results to the major objectives and intermediate results pursued by USAID? 
Beginning to develop answers to these questions is the purpose of this paper. While complete 
answers to these critical questions clearly go beyond the scope and resources allocated for 
this task, the ideas launched here should be useful in the ensuing process. 

The remainder of the paper is organized into four major parts. The first part describes 
the current policy matrix, vision, and work activities of the project; proposes criteria for 
establishing priorities; and discusses improving links to USAID objectives and intermediate 
results. The next section presents some recent work on microeconomic foundations of 
economic development that is relevant to the current status of this project and Egyptian 
agricultural development. The third section proposes a new way to structure the policy 
analysis matrix and view the activities undertaken by the project. The last section 
summarizes the important conclusions of the paper and suggests future directions. 

4Dieter Weiss and Ulrich Wurzel, The Economics and Politics o/Transition to an Open Market 

Economy: Egypt, OEeD, 1998. 

'Weiss and Wurzel, p.198 and p. 164. 

6The APRP project publishes a series of notes entitled "Agriculmral Policy Refonn Project, Refonn 
and Implementation Unit, Success Story." In addition, the project publishes the quarterly RDI News/etter, 
which summarizes many important activities and policy refonn successes. 
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Current Project Context 

The project currently operates on a policy analysis matrix that was created in the 
formative stages of the project.' A copy of that matrix appears as Annex A. It consists of 
four parts: 

I) Policy areas - a broad categorization of the APRP project work areas 
2) Policy goals - statements of goals (or subareas) related to the policy areas 
3) APRP objectives - the specific objectives for each policy goal 
4) Progress indicators - measures of the extent to which the objectives are being 

achieved. 

When the policy matrix is used in the MOU with the Egyptian government, areas and goals 
(parts I and 2) are combined into one column, and benchmarks are placed in the last column. 
The benchmarks have been discussed and negotiated among the project staff, USAlD staff, 
OOE officials, and private sector representatives from agriCUlture and agribusiness. The 
benchmarks in the MOU, of course, are much more specific than the progress indicators in 
the policy matrix.In recent months the project teams have been going through a visioning 
exercise designed to clarifY the desired future state of the Egyptian agricultural economy, the 
objectives that need to be accomplished in each area to reach that state, and needed policy 
reforms and implementation activities. It has been a very useful exercise to get everyone 
thinking about where the agricultural economy needs to head and what it will take to get 
there. It is clear that the project teams have a very good understanding of Egypt's major 
issues and the steps needed to solve those problems. S It is to their credit that they have gained 
such a comprehensive understanding of the very complex agricultural development issues in 
Egypt. 

The teams identified hundreds of issues and reforms needed to achieve their collective 
vision of the Egyptian agricultural economy of the future. The next step is to establish 
priorities; there simply are not enough project resources nor absorptive capacity in the 
Egyptian ministries to accomplish all the objectives. 

Prioritization and focus also maximize the gain from project resources. Economists 
and economic geographers have long recognized the importance of linkages among firms and 
industries in economic development (Hirschman, Isard, and others). Michael Porter moves 

'The policy analysis matrix is also sometimes called the policy analysis framework or other similar 
tenns. In this paper, we will use the tenn policy analysis matrix for sake of consistency. 

SSee especially APRP, Agriculture and Water: Visionfor 2003, January 1999. 
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beyond backward and forward linkages (Hirschman) and locational theory (Isard) to the 
competitive importance of clusters, arguing that clusters playa very important role in 
economic development. He focuses on " ... encouraging the development of those fields with 
the strongest linkages to or spillovers within each cluster.,,9 In other words, to the extent the 
project can focus its resources on particular clusters, the greater the potential payoff. 

9M. Porter, "Clusters and Competition: New Agendas for Companies, Governments, and Institutions," 
in M. Porter On Competition, Harvard Business Review Book, 1998, p.207. 
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How can one go about establishing priorities?'" We suggest five criteria that might be 
useful in establishing priorities: 

1) Importance and potential impact of the objective and reform area. If implemented, 
how will the reform impact vital objectives targeted by the project (e.g., employment, 
economic growth)? Does this objective or benchmark relate to others? Does it 
contribute to project focus? 
2) Likelihood of implementing the reform. Don't establish as high priorities reforms 
that have little or no likelihood of being implemented. It does not matter how 
important the reform may be, if the government has made a decision that the area is 
off limits, we need to respect that decision as least for the present. 
3) Go for low-hanging fruit. It may be possible to develop consensus fairly quickly 
for making some reforms, given solid economic analysis. Including a few reforms in 
this category builds momentum for the entire program. The benefits may not be high, 
but if the costs are low, the benefit/cost ratio could be quite advantageous. 
4) Comparative advantage of the project teams. Do the project teams have strengths 
in a given reform area such that their analysis and communications will be 
convincing? Or is it an area that would be better left to another donor program or to 
the Egyptians alone? 
5) Is our help essential to accomplish the reform? In some areas enough progress has 
been made that we should turn over future reforms to the GOE. While development is 
a long-term process, we cannot continue to work in the same areas forever. 

We suggest that the project teams apply these criteria to their multitude of objectives and 
activities. It may be convenient to use a numerical scale (say 1-5) as a starting point for 
making the priority decisions. A sample score sheet is included as Annex B. One could use 
an equal weighting sum to establish a score. However, a numerical ranking alone must not be 
used to make the final priority selections. Other criteria also could be established. For 
example, if the answer to questions I, 2, 4, or 5 is no (I), then we might want to eliminate 
that objective and its associated activities. That is, if the area is deemed unimportant, not 
likely to be accomplished even with the best work, in an area for which the project teams do 
not have competence, or something the Egyptians should be able to accomplish alone, then 
perhaps the objective should not be included in the priority set. Most objectives and activities 
will not be that simple. Armed with judgments on these criteria plus other information, the 
teams will have to make the hard decisions on what are the highest priorities. Once the initial 
scoring has been done, it may be useful for team leaders to make a first cut as a starting point 
to launch discussions. 

Priority setting needs to be a dynamic process that is revisited about once each year, 
probably in the work plan development. One could envision a two-tier set of objectives and 
activities. The first tier would be the priorities established and their associated objectives, 
activities, and benchmarks. Beneath that would be a second tier of candidate objectives that 

l"unfortunately, neither the Egyptian 4" Five Year Plan (through 2002) nor the 20 I 7 plan provide 
much guidance on priorities for policy reform. These plans are more focused on specific production targets by 
commodity and on means for economizing on water use. 
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might be included in the future as priority objectives are accomplished or as conditions 
change. 

The Changing Agricultural Development Environment 

As indicated above, much has been accomplished in APRP and its predecessor 
projects. In part, because of the changes that have occurred thus far, the needs and priorities 
for the future need to be adjusted. In my meetings with both public and private sector parties 
in Egypt, three themes of importance emerged. 

First, there seems to be general agreement that the highest priority for the years ahead 
needs to be agricultural marketing systems. This term encompasses regulatory reform, 
market institutions, market information systems, grading and standards, legal issues, both 
input and output markets, import and export regulations and port operations, and the entire 
distribution system for agricultural inputs and outputs. This general theme was expressed in 
one way or another by most of the people I interviewed in both public and private sectors. 
Many important reforms have been implemented (sometimes referred to as I g tier reforms), 
but there is a wide range of accompanying measures or 2nd tier reforms that must be addressed 
for successful reform." The reform process is both sequential and iterative. In a broader 
sense, it could be cast as laying the microeconomic foundations for success in a market 
economy. 12 

The second theme that emerged, particularly in meetings with the private sector, was 
that there has been significant change in the attitudes of public sector policy makers in recent 
years. Government policy makers are much more open to discussions with private sector 
players and much more receptive to their input.13 In this analyst's experience of 14 years 
working on agricultural policy in Morocco, it was this opening to private sector input that 
marked a real watershed in the policy reform process. Once government officials began to 
seek private sector input (instead of avoiding it altogether) on policy changes, the process 
began to work much more effectively and reforms occurred with greater speed. Project work 
with trade associations will help provide a basis for sustainability of this process. 

What this means for Egypt is that the likely payoff of continued investments in 
agricultural policy reform may be even higher than in the past. The emerging private sector, 

"Land refonn is a good example. Major refonn of land ownership and landlord·tenant relations has 
been accomplished. Additional refonns and implementation measures are needed to pennit the major refonn to 
succeed. 

'~e links between market and regulatory refonn and microeconomic foundations for development 
are discussed below. 

I3Several interviewees credited the APRP project with a major role in this opening. Also, no doubt the 
RDI workshops were an important factor. In 1998 alone, RDI conducted 58 workshops with more than 2,000 
participants. These workshops involved both public and private sector parties and were designed to build 
momentum and consensus in the policy refonn process. 
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project staff, and government officials can make progress together on more issues and at a 
faster pace than is possible without private sector involvement. 

The third issue that was brought up by several in the private sector and one 
government official was that other USAID export promotion projects (ALEB and A TUT 
were mentioned) need the support of APRP in the policy arena. Essentially they were saying 
that part of the success of the other projects depends upon creating the right policy 
environment. 

The Microeconomic Foundations of Development 

In the 1970s and 1980s much of the attention of development economists was focused 
on structural adjustment focusing heavily on the macroeconomic environment. In the 1990s 
increasing attention has been paid to the microeconomic foundations of economic 
development. That is not to say that microeconomic policy reform is new. APRP has been 
working on microeconomic reforms in Egypt since late 1996. This analyst has spent more 
than twenty years working in that area. But the degree of emphasis and, to some extent, 
orientation has changed in recent years. Some of that interest has come from the traditional 
economics and agricultural economics camps (e.g., the increased emphasis in agribusiness in 
the agricultural economics discipline), but part of it has come from parties outside the 
economics mainstream. One important voice has been Michael Porter of the Harvard 
Business School. 14 In 1998, Porter published the results of empirical work based on a survey 
done by the World Economic Forum." In this survey, government and business leaders in 52 
countries (including Egypt) were surveyed on a wide-ranging set of questions related to 1) 
company operations and strategy and 2) the quality of the national business environment. 
The survey instrument is included as Annex C. Respondents were asked to indicate where 
their country stood on a seven-point scale. Porter then did factor analysis relating the survey 
responses to the 1996 level of GDP per capita for each country (adjusted for purchasing 
power parity ).'6 He found that the microeconomic variables explained 82 percent of the 
variability in the level of GDP per capita. '7 He then used the factor scores to constitute a 

I4Perhaps Poner's best known work in this area is The Competitive Advantage o/Nations: With a New 
Introduction, The Free Press, 1998 (originally published in 1990). Another imponant related Poner 
contribution is On Competition, Harvard Business School Press, 1998. An imponant work following The 
Competitive Advantage o/Nations was M. Fairbanks and S. Lindsay, Plawing the Sea: Nurturing the Hidden 
Sources o/Growth in the Developing World, Harvard Business School Press, 1997. 

"Michael Poner, "Measuring the Microeconomic Foundations of Economic Development," pan of 
Harvard Business School Reprint Series entitled The Microeconomic Foundations o/Economic Development, 
1998. 

J6He also conducted analysis on the growth of GDP over the preceding five-year period. 

I7The questions in Annex C that begin with the number 9 are the special questions added by Poner to 
the survey and designed to measure the central aspects of the business environment. These questions alone 
explain most of the variance in the level ofGDP among the 52 countries. Obviously, there is high correlation 
among the survey questions. 
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microeconomic competitiveness index. Egypt ranked 40th of the 52 countries on the 
microeconomic competitiveness index and 44'h in GDP per capita.'s The main conclusion 
reached by Porter is that microeconomic foundations are at least as important as the 
macroeconomic conditions. He states: 

Taken as a whole, the results challenge the notion that microeconomic 
improvement is automatic, if proper macroeconomic policies are instituted. 
While institutions such as IMF strongly push macro reforms, my findings 
suggest that micro reforms are equally if not more important. Without micro 
reforms, moreover, growth in GDP per capita will be unsustainable.'· 

Porter's work is oriented toward business and industry and not agriculture. However, 
the same principles apply in agriculture and agribusiness as in the sectors studied by Porter 
(and others). Clearly, if agriculture is to grow, the microeconomic foundations of 
development must be appropriate. That is the raison d'etre of APRP. It is also the reason, I 
believe, why both government officials and private business persons stressed the importance 
of working on agricultural marketing systems which, said another way, is working on the 
miroeconomic foundations of agricultural development. While I consider Porter's work to be 
evolutionary, not revolutionary, it does contribute to the merging of business and economics 
paradigms. It also brings to microeconomic policy reform a slightly different mind set more 
focused on the farms and firms that generate incomes and jobs and what it takes to make them 
more competitive. 

Restructuring the Policy Matrix and Future Work Program 

In examining the current APRP policy matrix (Annex A), the visions for the future of 
Egyptian agriculture, and many other documents from the APRP project, one can understand 
why the project teams may find the matrix somewhat less relevant today than in the past. The 
matrix divides APRP work into five areas: 

Prices, markets, and trade 
Private investment and privatization in agribusiness 
Agricultural land and water resource investments, utilization, and sustainability 
Agricultural sector support services 
Food security and poverty alleviation 

At the beginning of the project, no doubt, this classification was quite logical and worked 
well. What has happened over the past few years, however, is that project personnel have 
become highly immersed in the areas in which they work, and they think in terms of their 
commodity work areas. It is no accident that 6 of the 12 vision statements from the recent 
visioning exercise dealt directly with input or output commodities (cotton, rice, horticulture, 
seed, fertilizer, and pest management) rather than topical areas such as those listed in the 

ISLower income countries were not especially well represented in the sample. 

I·Poner, "Measuring the Microeconomic Foundations .. ," p. 57. 
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policy matrix. The staff spend months or years developing relationships in the commodity 
areas, analyzing policy related to specific commodities, and assisting in the implementation 
of commodity policy reform. 

It is equally clear that virtually every policy reform or benchmark that applies to a 
given commodity fits into a topical area as well. For example, benchmark 4 of Tranche III 
reads as follows: 

4. The OOE will promote market efficiency by reducing the import tariff on rice to a 
maximum of 10% by June 30, 1999. 

That benchmark is (appropriately) in the prices, markets, and trade area of the current policy 
matrix. It could, however, also be considered a rice benchmark if we took a commodity slice. 
In fact, a variant is listed under constraints in the rice section ofthe vision document. 

What has evolved, then, is that a significant part of APRP's work is commodity or 
input oriented whereas USAID's orientation is topical policy analysis oriented. A possible 
solution to this problem would be a multidimensional matrix whereby indicators and 
benchmarks would be classified both by topical and commodity orientation. 

On paper, this could be handled by having two versions of the matrix-one with a 
topical slice and one with a commodity slice. Each would contain a complete list of 
benchmarks or indicators. 

Another way to present the matrix would be through a set ofWWW pages.1O The 
hyperlink features of WWW pages are an ideal way to organize and facilitate access to 
multidimensional information such as the policy matrix. Most benchmarks and indicators 
would be linked to two or more topical and commodity areas. These linkages are illustrated 
in Figure I. Category could be either topical or commodity. Area in Figure I refers to the 
specific topical classification or to a commodity group. Objectives is identical to that column 
in the current policy matrix except that there would be separate statements of objectives for 
each topical and commodity area. In the future, it would be possible, even desirable, to add 
other items to the WWW page or data base relevant to topical and commodity areas. For 
example, one could envision baseline studies, policy analyses, etc. being included under the 
various topics and commodities. 

Impacts is new. It would be developed by APRP staff as estimates of economic, 
employment, and social impacts that could be achieved with successful accomplishment of 
the objectives. The employment impacts should include direct, indirect, and demand-induced 
employment using the structure proposed by Mellor in his recent publication for the 
Monitoring, Verification and Evaluation Unit of APRP. He presented this structure in talks to 
USAID, to the OOE, and to APRP during his most recent consultancy. The recent 

2011 would not have 10 be in WWW page fonnat. Any data storage and retrieval system that pennits 
hyperlinks or multidimensional data structures would be fine. Lotus Notes is an example of another acceptable 
fonnat. 
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"Agricultural Policy Reform: Anticipated Impacts" document by RDI provides one example 
of the kind of information that should be included here. It is important that these impacts be 
related to USAID's overall objectives and intermediate results. 

Finally, benchmarks or indicators would be linked to all the appropriate topical or 
commodity areas. In addition, from the level one WWW page, one could go in reverse order. 
That is, one could go directly to a complete list of benchmarks or indicators, see to which 
topical and commodity areas each is linked, and then follow the links back to the topical and 
commodity areas. 

If such a WWW page were developed, it would not need to actually be placed on the 
WWW. It could be transmitted by diskette to users in APRP, USAID, and GOE for use on 
their machines. If that route were taken, it should be updated at least twice a year. Of course, 
it could be placed on the WWW as well. 

Topical Areas 

Given the feedback received from individuals in the public and private sectors and 
USAID, we propose the following four topical areas: 

Agricultural marketing and support systems 
Land and water policy 
Privatization and competitiveness 
Food security and poverty alleviation 

Agricultural marketing and support systems encompasses the current prices, markets, and 
trade and agricultural sector support services areas (including institutions). Land and water 
policy is essentially unchanged (except the name is simpler). Privatization and 
competitiveness is similar to the current matrix area except that more emphasis is placed on 
creating an environment in which business can prosper and creating company competency to 
be competitive. Food security is essentially unchanged." 

"Most of the food security objectives do no overlap, so that area is affected Iinle by these 
recommendations. 
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Commodities 

The commodity areas, at least initially, would be the six in the vision booklet 
(horticulture, cotton, rice, fertilizer, seeds, and pest management). That could change over 
time as the project moves into other areas. 
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Revised 03/31/97 (L. Fletcher) 

., AGRICULTURAL POLICY REFORM PROGRAM (APRP) 
POLICY GOALS, PROGRAM OBJECTIVES AND PROGRESS INDICATORS 

, 
. . 

1.:,:;,:\i"!,i::;":':'(.~~RP,O'BiECTlVES ' APRP, KEY: APRP MEDIUM/LONG·,: APRP POLICY SURVEILLANCE AND PROGRESS 
POLICY AREAs TERM POLICYGOAlS(1)' INDICATORS (2) 

". . ,,',.'., :. .-, -
A. Prices, Markets A.I. Farmers freely choose A.I.I. Remove all government controls on crop Crop and livestock production variations in 

and Trade crop and livestock areas, livestock numbers or production response to changes in relative prices and 
enterprises, practices except as justified for varietal profitability (3) 
management practices maintenance, eHective plant protection, 

I 
and disposition of ellicient water use, soil conservation and Higher proportion of farmers selling to private 
products. environmental protection. buyers at market prices. 

A.2. liberalized import and A.2.1 Eliminate quotas and other non-tari(( barriers Nominal protection coellicients for agricultural 
export marketing. on imports of agricultural products and products and inputs established and maintained 

inputs. close to unity. 

A. 2.2. Harmonize agricultural import tarills with Lower nominal and effective rates of industrial 
low and uniform levels established for trade protection leading to improved domestic 
industrial imports, with the exception of any terms of trade for agriculture. 
Justified temporary safeguards ~gainst 
dumping of foreign subsidized products or Rising volumes and values of agricultural imports 
import surges that threaten to damage a and exports. 
domestic industry. 

A.D. Eliminate minimum and fixed export prices. 

A.2.4. Eliminate unjustified phytosanitary and, 
quality controls on imports and exports. 

A.2.S. Minimize and simplify licensing and 
administrative procedures for importing and 
exporting. 
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APRP KEY· APRP MEDIUM/LONG-. '":, ,:i. APRP POLICY SURVEILLANCE AND PROGRESS 
POLICY AREAS TERM POLICY COALS (1) . " '.;,.,:.~ :', ; i APRP ODJECTIVES INDICATORS (2) 

A.3. Liberalized domestic A.3.1 End remaining government input distribution Decreasing public-sector input distribution and 
marketing for and product handling in favor of private product marketing. 
agricultural inputs and enterprises, disposing of publicly-owned 
products. , facilities except as required for remote areas Sale or liquidation of publicly-owned distribution 

unserved by the private sector. facilities. 

A.3.2. Minimize and simplify licensing and Reductions in licensing and regulatory 
regulatory requirements for private requirements and costs. 
enterprises engaged in handling, 
transporting, storing and merchandising 
agricultural products and inputs. 

A.4 Improved essential A.4.1. Improve system for collecting and Regular and credible market information freely 
supporting services and disseminating market information and disseminated to all market participants. 
institutional policy regular preparation and dissemination of 
environment to make market outlook information on important Regular and timely availability of market outlook 
markets work beller. traded products. information. 

A.4.2. Improve system of grades and standards Promulgation and uniform application of product 
utilized to enhance efficiency of handling, grades and standards. 
storing, distributing and pricing products. 

Adequate legal and financial provisions for 
A.4.3. Improve legal framework and enforcement private handling and warehousing of intermingled 

capacity for regulating anti-competitive commodities based on established grades. 
behavior. 

Enhanced competition and firm conduct in 
A.4.4. limited and low-cost interventions to reduce agricultural industries reflecting the number and 

variability in domestic prices, producers' disposition of anti-monopoly actions. 
incomes and consumer expenditures if 
needed and justified by benefit/cost Improvements in food safety and quality control 
comparisons. reflecting number of violations cited. 

I 

Reduced variability of domestic food and 
fertilizer prices relative to international price 
volatility. 

Growing utilization of forward contracting, 
futures contracts, options and swaps as public 
and private risk-management tools. 

~.--
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APRP KEY APRP.MEDIUMILONG- . APRP POLICY SURVEILLANCE AND PROGRESS 
POLICY AREAS TERM POLICY GOALS (1) APRP ODJECTIVES INDICATORS (2) 

A.S. Production incentives A.S.l Domestic prices closely linked to Domestic resource cost coefficients evaluated in , 

consistent with market international pri,es. market prices closely comparable to those based I 

conditions and on opportunity costs. 
comparative advantage. A.S.2. Domestic resource cost coefficients for crops 

and livestock reflecting existing and acquired Real exchange rates maintained at stable or 
comparative advantage. declining levels (4). 

Changes in real farm-gate prices reflecting 
international prices, real exchange rates, and 
stabilization policies (5). 

R. Private B.l. An expanded and more B.l.l. Increase investment in new and expanded Increase in number and size of agribusiness 
Investment and dynamic private sector private sector companies. enterprises. 
Privatization in in agribusiness. 
Agribusiness B.l.2. Expand and accelerate privatization of state- Increase in volume of private agribusiness sales 

owned agribusiness companies addressing and private sector shares of total sales. 
constraints due to accumulated debt, 
redundant labor and restructuring costs. Number and value of state companies 

restructured, privatized or liquidated. 

B.2. Enhanced private sectol" B.2.1. Reductions in costs per unit of product Reductions in per-unit marketing costs. 
efficiency, export handled, processed and exported. 
performance and voice Improvements in the agricultural trade balance 
in policy dialogue. B.2.2. Rising volumes and values of agricultural (including processed products) 

commodities and processed products 
exported. Increased number and membership of voluntary 

private associations advocating publ icly and 
B.2.3. Strengthen private sector organizations before governmental bodies for policy 

participating In policy dialogues with public improvements. 
officials and legislative bodies. 

C. Agricultural land c.1. Increased productivity C.1.1. Farmers Oil reclaimed land speCializing in Rising net incomes of farms in reclaimed areas. 
and Water of public and private high·value products. 
Resource investments in land Fewer farm failures in reclaimed areas. 
Investmenis, reclamation. C.1.2. New land reclamation limited to projects 
Utilization and with favorable benefit/cost ratios with private Benefit/cost analysis used to limit land 
Sustainability Investors paying user costs for publicly reclamation to high-return areas. 

provided services. 

-------.~ --
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APRP KEY APRP MEDIUM/LONG· . . , APRP POLICY SURVEILLANCE AND PROGRESS 
',' 

APkp ODJECTIVES POLICY AREAS TERM POLICY GOALS (1)' INDICATORS (2) .. 
C2." Im~roved allocation of C2.T. ImprQveasrif,ssmen, of water resources forf Complete assessments of conventional and non· 

IwalWF~!1p . , augiil~2ra1 ~r6r:i~if"~~ieii~Jppl~ .. conventional water resources . 
." . . ' 

C2.2. Increase,wat~!l:use efficiency in the Nilel Rising real value of output per thousand cubic 
iirlga~ill'~~~Y'ster!l~'l ' '. meters of water used in agriculture. 
.' ' .. ' 

I 

C.2.3. Improve~~edures for balancing water1 Rising share of irrigation system operation and ! 

Ml-'IIt"""''(j II, ;~~~·"I1"Jnl""d·:·'!·:·'~"·'·11 ~·~t·'" maintenance costs paid by users. eman an supp y an water a oca Ion. 

C3. Enhanced long-term C3.1. .Impr?ve water quality., Improvements in water quality and reductions in 
sustainability of Egypt's ' .' extent of soil salinity and waterlogging. 
Intensive irrigation- C3.2. Reduce soil salinity and waterlogging.' 
based agricultural Increasing reliance on market-based policies to 
production system. improve land and water resource allocation. 

C.4. Improved institutional C4.1. Enhance capacity for policy assessment and Institutionalization of a water policy advisory 
capacity to formulate planning, unit. 
and manage resource 
policies. C.4.2. Expand ;public participation in i>oli~ Enhanced public awareness and understanding bf 

f 
dialogue." resource and environmental issues. • . . 

C.4.3. Increase user Involvement in planning an$! Wate~.u~~r. ~~!~~!~ti~f.I.s.asti~.ely par:tlclpating Ih 
pollcy-makrg· poliCy dialogues, pianning, and decision-making. 

D. Agricullurat D.l Research and 0.1.1. Restructure public and private roles in Procedures designed and implemented for 
Sector Support extension services agricultural research and extension. identifying priorities to guide allocation of 
Services more responsive to research funds. 

producers' needs and 0.1.2. Achieve sustained public funding for 
based on advice rather research and extension justified on public Innovative approaches and increasing use of non· 
than regulation and goods and social returns grounds and public institutions and new information channels 
control. reflecting polley priority for small farmer to deliver extension messages to large numbers of 

development needs. small farmers at low costs. , 

-. -
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APRP kEY i,"", ;'APRP MEDIUM/LONG-~:": ,;: ,:.:.;~::iit;~:t:~f: <:.::/::r~: >?::"::::t:; ,~;.,'i:,:, ""'.' ", :., ' . " APRP.POllCY SURVEILlANCE AND PROGRESS 
'" ;",' 

''tUM POLICY GOALS (If::, INDICATORS (2) POLICY. AREAS , ", ':i(I;'" ',.,!.\;'h':';/V .. APRP OBJECTIVES 
~ .,' ,," ';" ' .. 

D.2. Expanded savings 0.2.1 Extend the PBDAe's village bank Increased number of village banks undergoing 
mobilization and credit improvement prDgram to .all village banks. improvements. 
and financial services 
at competitive costs in D.2.2. Continue the PBDAe's staff reduction, non- Reductions in PBDAe's employment levels. 
rural areas. farm lending and deposit mobilization . 

reforms so Ihal PBDAC becomes a viable Growing volume of non-farm rural lending by the 
financial instilution. PSDAe and olher credit organizations. 

D.2.3. Encourage rural savings mobilizalion and Higher ratio of deposits 10 loans in Ihe PBOAe. , 
microlending by financial organizations and 
groups. Increasing volume of lending to women by Ihe 

D.3. Assessmenl of 0.3.1. Provide factual evidence to advocate priority 
PBDAC and credit organizations. 

infrastructure infrastructure improvements with Priority needs for infrastructure improvements 
inadequacies and government ministries concerned. identified and communicated 10 concerned 
bottlenecks that reduce ministries. 
efficiency of 0.3.2. Identify polentials for self·finance of public 
agricultural production, services through cost recovery, local 
markeling and trade. matching funding, and other means. 

E. Food Security E.1. Target food subsidies • E.1.1. Eliminate remaining unrestricted food Food subsidies benefitting only households 100 
and Poverty to the poorest subsidies and Initiate new subsidies targeted poor to afford an adequale diet, thus assisting 
Allevialion households. only to the poorest population. them to altain nutritionally adequate food 

consumption levels. 

E.2. Reduce food insecurity E.2.1. Assess and design cost-effective labor- Growth In real income among the poorest 
and income intensive public work programs for households. 
deprivation of poorest employment generation for members of food 
households. insecure households. Falling proportion of rural households below the 

poverty line. . E.2.2 . Design/promole micro'enlerprise savings and 
credit programs for income generation by 
poor rural households. 

~-.-.--- ---

I,? 



~ 

APRP KEY .. APRP MEDIUM/LONG-.'· I., ': 't,;. ,', . ": ; APRP POLICY SURVEILLANCE AND PROGRESS-
TERM POLICY GOALS (1)':' I: :" ';', ;,:.}:," "'. 

, 
POLICY AREAS APRP OBJECTIVES INDICATORS (2) 

E.3. Alleviate rural poverty E.3.1. Improve land ownership and tenure systems Decrease in inequality of distribution of 
to encourage in~reased productivity per disposable income among rural households (i.e., 
feddan. lower Gini coefficient for rural income 

distribution). 
E.3.2. Establish tax/subsidy balance for the 

agricultural sector that is equitable in Producer subsidy equivalents (PSE) equalized for 
relation to other sectors. agricultural and industrial products, and domestic 

terms of trade not biased in favor of industry. 
E.3.3. Levy agricultural taxes that are more 

progressive with respect to household Increasing average' income of the rural 
income and farm size, and encourage higher population. 
production intensity. , Decrease in rural-urban gap in average incomes. 

E.3.4. Increased productivity per unit of family and 
hired labor. 
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EXPLANATORY NOTES 

(1) The APRP goals were chosen to identify the priority issues for policy 
improvements under the program within each of the key policy areas. They 
should oe consistent with and supportive of, but not necessarily identical to, long­
term goals/objectives of the GOE ministries and USAID. 

(2) The selected indicators should illuminate progress under APR? toward achieving 
the program objectives. They are not intended to measure outputs of the 
technical support units in the PPU nor long-run socioeconomic impacts of the 
reforms implemented under the APR? The chosen indicators may be relevant to 
more than one objective and are not meant to be attached to a specific program 
objective. Taken as a group, they should show improvements in the overalJ 
policy environment supportive of the medium/long-term APRP goals. 

(3) Year-to-year production growth in the major crops can be disaggregated into area 
and yield contributions, and then related to changes in relative prices and 
profitability of the common rotations. 

(4) Changes in the real exchange rate can be measured relative to its value in a time 
period when the nominal rate was neutral with respect to import and export 
incentives . 

. (5) A given year-to-year percentage change in a real average producer price can be 
disaggregated into the change due to international price variation, the change due 
to real exchange rate variation and the change due to policy interventions. 

(6) The PSE for a given crop is defined as the ratio of total policy taxes/subsidies on a 
product to the total value (at domestic prices) of the product. It accounts not only 
for border interventions, but also transfers from research, extension, irrigation 
water, credit, inputs and tax exemptions. A precise definition and coverage of 
non-price transfers appropriate for Egypt will need to be developed .. The terms of 
trade compares prices received for crop and livestock products to prices paid by 
rural households for industrially-supplied inputs and consumer goods. 
Appropriate indexes based on available price information should be constructed. 



ANNEXB 
OBJECTIVE OR BENCHMARK SCORE SHEET 

Objective or benchmark: 

Criteria No (2) (3) (4) Yes 
(1) (5) 

Importance and potential impact of the 
objective and reform area 

Likelihood of implementation of the reform 

Low-hanging fruit 

Comparative advantage of the project teams 

Is our help really essential to accomplish the 
reform? 

Total score 
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ANNEX C: SURVEY QUESTION DETAIL 
13th. Porter, "Measuring The Microeconomic Foundations of Economic Developmen~1t 
14th. Global Competitveness Report 199850 (1998) (Geneva: World Economic Forum). 

OUESTIONS AND ANSWERS 

I. Company Operations & Strategy 

9.07 Nature of Competitive Advantage Competitive advantages of your nation's companies 
in international markets 

Low: low cost Jabor or natural resources 
High: unique products and process 

9.14 Value Chain Presence International companies in your country 

Low: are primarily involved in production 
High: conduct their own production, product 

development, distribution and marketing 

6.09 Attention to Staff Training Staff training is 

Low: generally neglected 
High: heavily emphasized 

9.06 Capacity for Innovation The state of technology in companies 

Low: imitate or source all technology exclusively 
from foreign companies 

High: pioneer new products or processes 

9.03 Control ofInternational Distribution To sell internationally, companies in your country 

Low: employ foreign distribution and marketing 
arrangements 

High: have their own foreign distribution and 
marketing organizations 

9.04 Extent of Branding Companies who sell internationally 

Low: sell commodities or market under foreign 
brands 

High: have their own brands 

9.10 Breadth of International Markets International companies in your country 

Low: sell primarily in high-income markets 
High: sell in both high-income and developing 

markets 
9.11 Extent of Regional Sales International companies in your country 

Low: sell little to neighboring countries 
High: sell extensively to neighboring countries 

II. Quality of the National Business Environment 

A. Factor (Input) Conditions 

I. Physical Infrastructure 
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QUESTIONS AND ANSWERS 

I. Company Operations & Strategy 

4.01 Overall Infrastructure Quality Overall infrastructure in your country is 

Low: far worse than in your major trading partners 
High: far superior to that in other countries 

a. Basic 

4.02 Road Infrastructure Quality Road infrastructure 

Low: constrains business development 
High: meets business requirements very well 

4.09 Power Infrastructure Adequacy Your country 

Low: suffers from severe power shortage 
High: has sufficient power generation capacity 

4.03 Railroad Infrastructure Development Railroads are 

Low: underdeveloped 
High: highly developed 

4.05 Port Infrastructure Quality Port facility and inland waterways are 

Low: underdeveloped 
High: extensive and sufficient 

4.04 Air Transport Infrastructure Quality Air transport is 

Low: inadequate 
High: modem and efficient 

b. Advanced 

4.06 Telephone/Fax Infrastructure Quality Telephones and fax machines are 

I 
Low: not in widespread use and difficult to connect I 

High: widely used and highly reliable 
; 

4.08 International Direct Dial i Direct dial international phone service is 
Communications Costs 

Low: prohibitively expensive 
High: very affordable 

, 

4.11 Quality of Warehousing, Storage & Warehousing, storage facilities, and distribution 
Distribution (logistical) Networks networks are 

Low: grossly inadequate 
High: well developed 

, 
I 

2. 
I 

1 Administrative Infrastructure , 
, 
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OUESTIONS AND ANSWERS 

I. Company Operations & Strategy 

8.14 Safeguarding of Personal Security The police in your country 

Low: do not effectively safeguard personal security 
so that it is an important consideration in 
business activity 

High: effectively safeguard personal security so that 
it is not an important consideration in 
business activity 

8.05 Judicial Independence The judiciary in your country is independent and 
not subject to interference by the government and/or 
parties to the dispute 

Low: not true 
High: true 

8.10 Adequacy of Private Sector Legal Private business has recourse to independent and 
Recourse impartial courts for challenging the legality of 

government actions and/or regulations 

Low: not true 
High: true 

2.02 Admin./Regulatory Burden Administrative regulations that constrain businesses 
are 

Low: pervasive 
High: minimal 

3. Information Infrastructure 

9.02 Business Information Availability Information about business in your country is 

Low: scarce and hard to access 
High: extensive and easily available 

9.15 Computer Utilization Use of computers in your country is 

Low: limited or non-existent 
High: sophisticated and widespread 

4. Capital Availahility 

3.01 Financial Market Sophistication The level of sophistication of financial markets in 
your country is 

Low: lower than international norms 
High: higher than international norms 

9.16 Stock Market Access Stock markets in your country are 

Low: accessible only to the largest firms 
High: open to new and medium-sized companies 
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QUESTIONS AND ANSWERS 

I. Company Operations & Strategy 

3.02 Venture Capital Availability Venture capital is 

Low: not readily available for risk-taking 
entrepreneurs 

High: readily available for new business 
development 

5. Human Resources 

7.05 Quality of Primary and Secondary The primary and secondary system in your country 
Education 

Low: fails to equip young workers with basic skills 
High: offers rigorous training in language, math, 

and sciences 

7.04 Adequacy of Average Years of Average years for schooling of the labor force is 
Schooling 

Low: far below international standard 
High: well sufficient for your country to compete in 

the world economy 

5.12 Quality of Scientists & Engineers Your country 

Low: lacks well-qualified scientists & engineers 
High: has a large pool of competent scientists and 

engineers 

6.16 Quality of Business Schools Your country 

Low: does not have a well-developed management 
education system for business executives 

High: has first-class business schools to train 
managers 

6. Science & Technology 

5.04 Public Investment in Non-Military Your country 
R&D 

Low: spends insufficient public funds in non-
military R&D 

High: commits substantial public resources to non-
military R&D 

5.03 Quality of Science Research I Scientific research institutions in your country are 
Institutions Ii 

~ 
II Low: not internationally reputable 
Ii High: truly world class 

5.06 University/lndustry Research Research collaboration 
Collaboration 

Low: does not exist between universities and 
industry 

High: is very close between universities and 
industry 
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QUESTIONS AND ANSWERS 
i 

I. Company Operations & Strategy 

B. Demand Conditions 

9.01 Buyer Sophistication Buyers in your country are 

Low: unsophisticated; choose based on the lowest 
price 

High: knowledgeable and demanding, and they buy 
innovative products 

9.12 Demanding Regulatory Standards Regulatory standards (e.g., product standards, 
energy, safety) in your country are 

Low: Jax or non-existent 
High: among the world's most stringent 

1.14 Openness of Public Sector Contracts Public sector contracts are 

Low: not adequately open to foreign investors 
High: open to foreign bidders 

C. Related and Supporting Industries 

9.13 Domestic Supplier Quantity Suppliers available in your country are 

Low: largely non-existent 
High: numerous and include most important mat-

erials, components, equipment, services 

9.05 Domestic Supplier Quality Supplier capabilities in your country are 

I 
Low: inefficient, have little technological capability 

" High: internationally competitive, assist in new 

.' 

product and process development 

D. Context for Firm Strategy and rivalry , 

5.11 Intellectual Property Protection Intellectual property in your country is 

Low: not adequately protected 
High: well protected 

8.03 Irregular Payments (Bribery) Irregular, additional payments connected with 
import and export permits, business licenses, 

I exchange controls, tax assessments, police 
protection, or loan applications are 

Low: common 
High: not common 
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QUESTIONS AND ANSWERS 

I. Company Operations & Strategy 

l.01 Tariff Liberalization The level of import tariffs and quotas in your 
country 

Low: significantly raises the cost of acquiring 
foreign materials and equipment for your 
firm 

High: is not a serious impediment to your firm's 
access to foreign materials and equipment 

1.02 Hidden Trade Barrier Liberalization Hidden import barriers (other than published tariffs 
and quotas) are 

Low: an important problem in your country 
High: not an important problem 

1.13 Openness to Foreign Investors Foreign investors 

Low: may not acquire control in a domestic 
company 

High: are free to acquire control of domestic 
companies 

9.17 Intensity of Local Competition Competition in the local market is 

Low: minimal. Market positions rarely change 
High: intense. Market shares fluctuate constantly 

9.09 Extent of Locally Based Competitors Competition in the local market consists primarily 

I 
of 

Low: imports 
I High: companies with operations in the country 

8.02 Effectiveness of Antitrust Policy i Antitrust or antimonopoly policy in your country 

I Low: is not effective at promoting competition 
High: effectively promotes competition 
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