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EXECUTIVE OVERVIEW 

This is the third study on how to achieve competitiveness for Egyptian agribusiness carried 
out by Agricultural Policy Reform Program. Drawing from the seminal work by Michael Porter 
on the Competitive Advantage of Nations (Free Press: New York, 1995), the APRP has identified 
those key elements that must be changed and introduced in order for an industry to move from an 
over-reliance on comparative advantage to an endorsement of competitive advantage. The first 
study analyzed the Egyptian cotton and textile industry (APRP Report No. 54), the second study 
reviewed USAID's experiences in achieving competitiveness in several non-traditional agricultural 
export projects around the world and drew implications and recommendations for Egypt (APRP 
Report No. 56). This study looks at the potential for shifting Egypt's emphasis from "bobby" 
green beans to fine green beans and for expanding various niche markets for potatoes. The 
analysis clearly shows that such a shift could be extremely profitable for the farmers, traders and 
processors involved. But the changeover will not come easily. It will take a concerted effort to 
put all of the pieces in place, and will require all stakeholders to pursue relentless change and 
improvements, if success is to be achieved. 

The paper presents the analysis of the cost of production, marketing and production for 
green beans and potatoes, completes a competitive positions analysis of each and shows how they 
fit into the existing marketing chain for horticulture crops. The study considers both domestic 
and export markets and both fresh and processed products. Interviews with market participants 
reveals that there are two principal constraints facing these two commodities, which prevent them 
from reaching competitiveness. The first is to select the right variety and increase supply to 
satisfy the demand that currently exists. All companies queried reported that demand was in 
excess of what they could supply from their current sources for the different end-uses that are 
feasible. Given the aforementioned analysis of horticulture competitiveness in other USAID 
countries it became evident that one of the reasons for the lack of supply was the absence of 
farmer organizations to contract grow the crops to trader's and processor's specifications. 

The second major constraint is derived from the first. If responsive farmer organizations 
are lacking, how can the industry stimulate the creation of such organizations and institutionalize 
the practice of contract farming? The paper makes a strong recommendation that the technique 
offorming "clusters", using the model of the pyramid (originally designed by the Stanford 
Research Institute) might be the most feasible way to introduce the system of contract farming for 
the Egyptian traders, processors and major stakeholders in the green bean and potato value. 
chains. A "How to" guide is introduced in the last section of the paper. 

One critical point often overlooked by the practitioners of competitiveness analysis is that 
as much effort must go into maintaining and expanding one's comparative advantage as is 
exerted for finding new markets and/or introducing new products. This is certainly the case for 
green beans, given the fact that Egypt enjoys a dominant market position in "bobby" beans and 
can also achieve a significant market position in fine green beans. The same is true for potatoes, 
where Egypt has already reached a significant market share in Europe for fresh potatoes, and 
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could also be a major marketer of processed potatoes. The model points out that the horticulture 
industry must continuously strive for new production, marketing and processing innovations in 
order to keep pace with, or better still, to stay in front of, the ever changing global markets for 
green beans and potatoes. The implications of this study are that the same strategy and approach 
could easily be adapted to several other horticulture products, such as okra, artichokes, garlic, 
onions, cut flowers and many other products identified by the A TUT and ALEB projects. 
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Horticulture Competitiveness Study 

" ... competitive advantage seeks to identify and segment the high-end markets for 
foods and to carry out value-added processing for unique products as close to the 
source of the product as possible. High quality packaging, presentation, and 
advertising are essential and quality control is signaled by a seal or recognizable logo 
[brand label]. Marketing technique is used to expand demand (a competitive advantage 
precept) and replaces low-cost production (a comparative advantage tenet) as the 
pivotal element in this strategy. " 

(Executive Summary, "Marketing Strategies for Food Exports from Developing Countries 
[With recommendations for Egypt), APRP Report No. 56) 

1. Introduction: What is Competitiveness? 

Michael Porter, in The Competitive Advantage of Nations (1990, New York: Free Press), 
and Fairbanks and Lindsay in Plowing the Sea (1997, Cambridge: Harvard Business School 

Press) 1 have shown that competitive industries in different countries achieve their global positions 

by constant innovation and improvements in input supply, demand creation, clustering and 
increased competitiveness among firms. Competitiveness emanates from a comparative advantage 
in the production of a commodity based on possession of a natural resource, the existence of 
abundant, low-cost labor, and a geographical position with easy access to markets. But those 
industries that have demonstrated prolonged competitiveness have had to go beyond the state of 
comparative advantage to build and create their competitive position. Individual firms that 
constantly practice innovation and creativity characterize competitive industries. 

The four points of Porter's analysis represent 1) inputs, 2) demand, 3) clusters of 
supporting firms and activities and 4) competition that exists among key firms. The research 
shows that only when constant improvements are made in these four areas can competitiveness be 
reached and sustained. Sitting still and expecting the status quo to sustain earnings, profits and 
market share will not suffice no matter how strong the initial comparative advantage might be. 
APRP's study "Creating Competitive Advantage: Moving Beyond Comparative Advantage for 

Egypt's Cotton Industry',2 described how Egypt's cotton industry lost its competitiveness by 

relying too heavily and for too long on their basic comparative advantage, which cam from 
growing the famous "barbadense long staple" cottons. 

1 The Porter model of the "diamond" has been presented in "Creating Competitive Advalllage: MO\ing Beyond 

Comparative Advantage for Egypt's Cotton Induslr)", APRP Report No. 54, and "Marketing Strategies for Food 
Exports from Developing Countries [With recommendations for Egypt)", APRP Report No. 56. 
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The first required action is to introduce new and improved inputs-every year, every 
season-to make constant improvements. The second action is to find new markets and expand 
existing markets through promotion - embracing the idea of relentless demand enhancement. The 
third action is to ensure that the supporting institutions are established and well informed, and that 
inter-firm collaboration and integration are stressed at all times. The last action is to make sure 
that the industry's structure is one which induces competitive behavior in all the players in the 
market channel: within-country rivalry on a daily basis in Egypt's "home market". 

1.1 Launching Competitiveness from a Comparative Advantage 

Egypt holds a comparative advantage in producing and exporting several products (i.e., 
Egypt can produce these commodities at lower costs than many other countries). Two such 
horticultural products are green beans and potatoes. But will the industry be able to create the 
transition from comparative advantage to competitive advantage in order to maintain and expand 
their global position and market share? According to Porter's "diamond" model, this will only be 
assured if the industry makes a conscious effort to seek new markets at the same time that they 
improve production technologies. How can the players in the market channel and value chain 
initiate and achieve this transition from comparative advantage to competitive advantage? 

Michael Fairbanks, in his presentation at a recent economic growth conference in Cairo, 

Egypt/ commented that "exploiting the traditional comparative advantage approach is a style of 

thinking that looks for easy solutions. Comparative advantage thinking can create rigid and 
easily-obsolescent government regulations and a group of un-customized macroeconomic 
solutions". He advocates instead a push towards competitive advantage thinking that unleashes 
the hidden sources of growth, which he lists as follows: 

• export complex products 
• invest in knowledge of more demanding customers 
• understand and improve relative competitive position 
• study the opportunities for forward integration 
• improve inter-firm cooperation 
• adopt a positive attitude towards growth; shed defensiveness 
• avoid and eliminate paternalism 

Complex products attract new customers who are more sophisticated and willing to pay 
higher prices for better quality. Research and analysis of consumer's tastes and purchasing power 
is required. Determining and comparing a competitor'S cost is also important in placing a given 

3 Michael Fairbanks, Plenary Working Lunch, "Growth Beyond Stabilization: Prospects for EIDl't", Cairo, 

Egypt: Feb. 4, 1999. 
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product in the market successfully. Forward integration reduces costs even further or takes 
advantage of economies of scale in performing certain tasks. Inter-firm cooperation is embodied 
in the concept of the cluster of supporting institutions. Overcoming defensiveness and 
eliminating paternalism forces the players in the channel to seek their own solutions and to 
aggressively pursue innovation and constant, relentless improvements in all aspects of the 
competitiveness model. 

Given this model, what steps must be taken to gain competitiveness in green beans and 
potatoes in Egypt? This study proposes several steps that can be taken to reach such a position. 
The next section of this paper presents the available production technologies that have been tested 
under Egyptian field conditions. Section 3 describes the organizational structure ofthe firms 
handling and marketing these products. Section 4 analyses both crops' "competitive position," 
given domestic and European price levels. Section 5 identifies market potential for green beans 
and potatoes gathered from interviews with current market channel participants. Section 6 
presents the steps that can be taken to develop a "cluster-based, action strategy for achieving 
competitiveness" in each industry, and recommends this procedure for further applications in 
other potential industry sub-sectors. The last section summarizes the study's results, makes 
recommendations, and estimates the market potential for green beans, potatoes and horticulture. 

2. Technology, Quality and Production 

This study examines both the comparative and the competitive advantages of green beans 
and potatoes. Much of the detailed analysis of the technical potential for producing these crops 

has already been carried out. 4 Calculations on the "profitable demand" for these crops in 

European and other selected markets have also been conducted.s This section examines Egypt's 

growing conditions to determine the possibility of producing a quality product that could be sold 
in various markets and in different forms as identified by these other studies. 

2.1 Green Beans 

Production, Exports and Origin. Egypt has carved out a traditional comparative 
advantage in the production of green bobby beans for the international (mainly European) market 

since the early '80's. Total production averages 220,000 tons per year 6 of which roughly 5% 

(10,000 to 15,000 tons) are exported fresh. For the exported product, a large share (32%) goes 

4 
See forthcoming pUblication by ATUT on green bean variety trials. 

5 
See Situation and Outlook Report, Green Beans Export Market Analysis, A ruT. 

6 MALR statistics for 1997. 
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to the Netherlands, followed by 24% to Belgium, 13% to Germany and 12% to England. Ninety
three percent of the exports are destined to European markets, and the remainder finds its way to 
Near East and South African markets. 

Green beans are produced all over Egypt, in all three growing seasons, but production is 
concentrated in a group of governorates. Giza, in the horticultural belt around Cairo, produces 
over 75,000 tons per year, and is closely followed by Menoufia with almost 50,000 tons. 
Ismailia's production reaches 27,000 tons and Behera produces 25,000 tons. The area 
surrounding Alexandria produces 18,000 tons. This accounts for 89% oftotal production. 
Dakhalia and Sharkia's output is 6 V2 tons each, followed by Kalyoubia at 4 V2 tons and Fayoum 
at 3 V2 tons. Production is most prominent in the winter season with almost 100,000 tons, 
followed by the summer season with 78,000 tons. Production in the 11i/i season was 44,000 tons 
in 1997. 

Egypt ranked seventh in the world in total production in 1997. Although the largest 
producers are China and Turkey, their exports are minimal. No other African country produces 
as much as Egypt, but Kenya exports more. Nevertheless, because production costs are 
competitive with the other African producers (i.e., Kenya, Burkina Faso, Senegal and the Gambia) 
and transportation costs are considerably lower ($.80 for Egypt compared to $1.20 to $1.50 for 
the other countries), Egypt's "comparative advantage" appears to be solid. What is significant, 
however, is that Kenya exports roughly 16,000 tons of fine and extra fine beans per year while 
Egypt exports around 13,000 tons of bobby beans each year. 

Despite Egypt's production level, its proximity to the European markets, and the clear 

presence of what the ATUT project calls "profitable demand" 7, Egypt has not been able to 

expand, or even sustain, its market share for green beans in Europe. Several things have 
conspired to prevent Egyptian exporters and processors from expanding or maintaining that 
market. Perhaps the most important ofthese is that Egypt produces bobby beans while the 
market is shifting towards fine or extra fine beans (i.e., the gourmet beans of Europe). We will 
show how this limits Egypt's competitiveness before analyzing several alternative paths to 
competitiveness. 

Bobby Beans vs. Fine Beans. "Bobby" beans are green beans that grow to lengths 
exceeding 8 cm with a thickness greater than 9 mm. If harvested before reaching these sizes, the 
beans are classified as fine beans or extra fine beans. Fine beans are less than 7 cm long and 6-8 
mm thick. Extra-fine beans are relatively shorter than the fine beans and less than 6 mm in 
diameter. The green bean's unique characteristic is that when it is less mature (when the peas have 
not yet started to form in the pods) and harvested early, it is either an extra fine bean (harvested 

7 See various A TUT publications that explain "profitable demand". In essence, "profitable demand" is the 

value oftha! quantity of imports in a specific market that occur when prices are abO\'e the Egyptian break-even price. 
The Egyptian break-even price is the cost incurred by Egyptian exporters to deliver an Egyptian product to that market. 
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first) or a fine bean. Either ofthese beans requires harvesting almost daily or every other day at 
the minimum (which is how it is done in Kenya). Conversely, the bobby bean can be harvested 
every third or fourth day, by letting the pods grow longer and thicker. Most varieties are bred for 
either fine or extra fine beans or for the larger "bobby beans". Trying to grow one variety for 
both end uses is often not practical and does not yield quality beans of both types. Only one green 
bean variety, Paulista, is suitable for both bobby and fine beans. Tested in Egypt by ATUT, 
Paulista can be picked either early as a fine bean or later as a bobby bean, will maintain its color, 
freshness, sugar content, and will not become stringy. Luckily, this variety produces well in 
Egypt, yielding an average for both fine and bobby beans of just over four tons per feddan. 

Egypt currently produces mainly bobby beans with prices for delivered products in 
European markets ranging from $2.00 to $2.50 per kilogram. However, the prices for the two 

types affine bean vary from $4.00 to $5.00 per kilogram, almost double the bobby bean prices.8 

In the UK and Germany the price for fine beans can even reach up to $6.00 per kilogram. AIl 
indications are that the imported volumes for fine beans in these principal European markets are 
increasing. Moreover, the "profitable demand" analysis suggests that if fine beans from Egypt 
were available in these European markets at prices slightly below the current prices, significantly 
more quantities would be imported and consumed in these markets from October to May. 
Because of Kenya' s ability to place a competitive product in the market throughout the year, 
Kenya exports fine beans 52 weeks a year, three times a week. 

Several varieties of bobby beans are in widespread production throughout Egypt with 
yields averaging close to five tons per fed dan. The new fine and extra fine beans that have been 
recently tested by ATUT average just over four tons per feddan for the three most promising 
varieties, including the Paulista. The favorite bobby bean variety Bronco may also be harvested as 
a fine bean with a similar yield. The other high-yielding fine bean is Royalnel. 

Making green bean production "competitive". No extensive surveys have been done 
with farmers to collect their production costs (Note: The APRP has begun a program to collect 
in-depth cost of production whole farm surveys which may yield individual crop budget analyses 
as well). ATUT has done some interviews with farmers and checked out the MALR Horticulture 
Division's recommendations to arrive at estimated production costs. However, these estimates 
are for sophisticated production systems common in the new lands, which have mechanization, 
ample fertilization, and pesticide control. These costs are not likely to be incurred by the smaller 
farmers who make up the bulk of the bobby green bean producers in Egypt. Togethenvith ATUT 
technicians, this study's authors have adjusted the MALR's figures to arrive at estimated bobby 
bean production costs for small farmers in the Delta region. Processing plants buy green beans 
competitively for LE 600-700 per ton (60-70 piasters per kg.) pre-harvest at the farm (often using 

8 See Section 4 on Competitive Positions Analysis for more actual price differentials between bobby beans 

and fine beans in European markets. 
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the Kelala 9 system). These adjustments to the MALR-recommended practices and costs include 

eliminating harvesting labor costs (due to the Kelala convention), reducing mechanization costs 
except for land preparation, reducing the amount of chemical fertilizer due to higher reliance on 
manure, decreasing pesticide applications, and the customary "no charge" for water. This leaves 
the out-of-pocket input costs for seeds, fertilizer and pesticides, an imputed value oflabor before 
harvest and mechanization costs for land preparation. This analysis shows an average total cost 
of 43 piasters per kg. of output for bobby beans. However, we note that 5 piasters are for hired 
labor, which might be family labor. Another 4-8 piasters for land must be added if the land is 
rented. Farm profit would then be 20-25 piasters per kg. With a yield of 5 tons of bobby beans, 
profits per feddan to most farmers would be approximately LE 1,000 to 1,250 per season. 
Considering that most labor will be family labor, then the farm income would be another LE 250 
per season. 

The above analysis attempts to determine a rough estimate of where the farmer stands 
today in the production of bobby beans. However, the real "competitive" advantage that we are 
seeking would be to produce fine beans in addition to bobby beans. Using the above method, an 
analysis of this alternative follows. 

Fine beans require more careful harvesting and handling than bobby beans. Fine beans 
must be harvested before they are fully mature and before they turn into bobby beans (i.e., by 
getting longer and thicker). This requires daily or every-other-day picking. Also, as these beans 
are more delicate, more care must be exercised in packing the beans for market in waxed boxes of 
no more than 3 kg., as opposed to bobby beans, which do not require small boxes. However, 
both types of beans would benefit from immediate pre-cooling within one to two hours after 
picking. Without the pre-cooling, the beans begin to shrivel and lose significant amounts of water 
(and thus, weight). Beans that are not pre-cooled also have a shorter shelflife in the final 
destination markets. 

Although a system of pre-cooling near the farm is desirable, this is not currently available 
throughout Egypt. Since the lack of such a system prevents maintaining the cold chain from 
harvest to market, a major shift to fine beans among small-scale farmers might be premature. 
Because of the absence of a cold chain for a widely dispersed growing area, expanding the growth 
of bobby beans for processing (where the processing plants are within a few hours of the 
production areas and would not require pre-cooling) and expanding exports of fresh bobby beans 
by sea shipment may be the best opportunity for developing a "competitiveness" plan for small 
holders. 

As for the production for fine beans, slightly more fertilization and pesticides may be 

9 This is the traditional Egyptian system where the "broker", marketing agent, exporter or processor 

purchases the total field of production before harvest and brings in their own laborers to harvest, pack and ship the 
product from the farmer's field. 
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required, and more harvest labor will be needed. The reason for the increase in harvesting labor is 
that the kelala system would be inappropriate due to the need for repetitive harvesting on a daily 
basis for up to 25 days. With these adjustments, the cost of production per kg. reaches 81 
piasters. However, the farm-gate price for fine green beans is expected to increase from 65 
piasters per kg. to LE 1.60 per kg. This would allow the farmer to earn LE 3,270 per feddan per 
season with fine beans compared to LE 1,061 for bobby beans. Additional income to the farmer's 
owned resources (e.g., land and labor) for bobby bean production yields an extra LE 375 per 
feddan per season, and labor income for fine beans is LE 700 per season. Clearly, a strong 
incentive exists for farmers to grow fine beans in Egypt. However, a competitive position still 
remains for bobby beans, with the potential for substantial income generation. 

Considerable opportunity exists in the fresh market for expanding the production of fine 
beans among small holders. However, the mechanics of making this shift - teaching farmers to 
harvest daily and introducing a continuous cold chain - are daunting. Time is needed to educate 
farmers and to finance and build the cold chain. In the meantime--for the short run-expanding 
the production of bobby beans for processing might be worthwhile, as well as maintaining and 
expanding the current export patterns by improving the quality through better harvesting 
techniques and post-harvest handling procedures. Using remgerated trucks for collecting the 
beans from farmers' fields could be stressed. The whole issue of processing--from procurement, 
to quality, to type of product created, and costs associated with processing--is covered in 
Section 3. 

2.2 Potatoes 

Egypt's potato production is widespread. Eight governorates produce more than 150,000 
tons per year with yields ranging from 8-12 tons per fed dan. Total production in 1997 was almost 
2 million tons and over 400,000 tons were exported, almost double the normal amount. Exports 
in 1997 went to six Arab countries, 23 EU countries, Sri Lanka and South Afiica. The bulk of 
the exports were to the EU countries (377,000 tons), mainly during January to April. Germany 
imported over 100,000 tons of Egyptian potatoes in 1997; England, Greece and Italy around 
60,000 tons each; Spain 37,000 tons; and France almost 13,000 tons. Exports in 1998 were 
closer to the norm of200,000 tons. 

Potato production in Egypt is spread over three growing seasons. However, the 
producers delineate five seasons - two for growing seeds and three for producing fresh product 
for export or for processing. Processing for frozen french mes is a recent phenomenon producing 
roughly 30,000 tons per year but has potential for expansion by increasing exports and by 
providing for the rapid rise in domestic fast-food chains. 

The intrusion of brown rot disease is a major problem facing potato producers. The EU 
has prohibited potato imports from certain disease-infected areas in Egypt. Significant efforts are 
being made to eradicate this disease in Egypt and to insure that imported seeds and planting 
materials are disease free. To the extent that these efforts are successful, the successes ~\~IJ help 
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determine the fate ofthis crop. If the EU decides to prohibit imports from Egypt at the next 
meeting of its evaluation committee, then Egypt's potato expansion potential will be severely 
limited. The industry would be hard pressed to cope with this eventuality. 

Regarding farm-level earnings, potatoes appear to outperform even the fine green beans 

in terms of income per feddan. From the data available, 10 summer potatoes in the old lands, 

known as the Valley, earn net returns for farmers of approximately LE 5,000 per feddan 
compared to LE 2,000 for bobby green beans. New lands production is more intensified, with 
higher yields; hence, returns increase accordingly to LE 9,000 per feddan. In comparison the 
production of fine green beans generates returns of approximately LE 6,000 per feddan. 

The companies interviewed were processing potatoes into frozen french fries and chips, 
and one company was planning to produce whole baby potatoes frozen and in jars. All of the 
companies interviewed were quite positive about the future, estimating that demand from regional 
Gulf States and Europe would continue to grow. 

The key to potato production is importing certified seed (and/or producing certified seed 
within Egypt), selecting and testing the best and appropriate varieties for the end use (i.e., fresh, 
frozen, chips or whole), and organizing the farmers to grow to market specifications. At present, 
buyers for fresh and for processing tend to obtain their products from brokers, marketing agents, 
central markets or individual farmers, both large and small. More production to specification may 
be obtained if farmers were to organize themselves and enter into supply contracts. Under such 
conditions, organic potatoes could be produced as well for the ever increasing European market. 

Reaching Competitiveness in Potato Production. Assuming the quota to the EU is 
expanded (which it apparently has) and that the problems with brown rot will be overcome, the 
markets for potatoes exist. The task is how to organize production so that the exporters will have 
access to steady supplies of high-quality products. Time and again the virtues of the Egyptian 
farmers have been espoused, citing that Egypt often has the highest yields in the world. Certainly 
this kind of performance is also achievable in potato production. What we propose is to host a 
series of meetings between and among the exporters, processors and producer groups to ascertain 
what obstacles remain to prevent an upsurge in the production and exports of potatoes from 
Egypt. This technique of achieving competitiveness through "clustering" will be explained in 
Section V. It is based on the notion of getting the potential potato contract growers together \vith 
the processors and exporters to discuss their mutual interests and potential constraints. Once the 
constraints are identified, someone will be assigned the task of removing or overcoming the 
constraints. 

10 "Results of the 1997 Fann Survey in Dakahleya and Beni Suer', Thomas Seltzer, E!!)'Ptian German Cotton 

Sector Promotion Program, MALR, Cairo, Eg}'P!" 1998, and A TUT internal documents: farm-level analysis for potatoes. 
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3. Market Structure and Conduct for Green Beans and Potatoes 

What is striking about the structure and apparent conduct of the green beans and potatoes 
processing and marketing system is how "competitive" they appear to be. Firm rivalry seems to 
be strong. There are a large number of producers and traders who trade openly in several 
different types of marketplaces. Products flow freely from producers to village retail outlets or to 
village or district level weekly marketplaces for distribution to village consumers. Village-level 
retailers and weekly markets along with the weekly district markets may handle one-third of the 
marketed output. There are 186 registered district markets. Produce is also purchased by 
traders, or directly by agents of processors or exporters for urban consumption or export, from 
farmers as well as from the assembly-level markets. These agents often employ the kelala system 
of purchasing the crop from the farmer while it is still in the field, on the vine or in the tree. The 
kelala system is common for certain crops; apparently many green bean and potato processors use 
this system when the crop is not grown on corporate-owned fields. 

As an alternative to the village and district level markets, farmers may send their products 
to one of the 23 official governorate-level wholesale markets. From there the product may move 
to all the other outlets: retail, other wholesale outlets, major urban center wholesale markets, or 
to processors or exporters. Private traders and agents for buyers will transfer the produce from 
one market to another. Data from the MOTS indicate that these markets handle 22% of the total 
production of fruits and vegetables. The four major urban markets (El Obour in Cairo, 6th of 
October (the new market which is supposed to replace the Rod El Farag Market in central Cairo), 
EI Nozha in Alexandria and the Ismailia urban market) sell 43% of the horticultural production. 
The principal buyers from these markets are the urban retail and institutional buyers, and 
processors. Another form of horticultural marketing is the unregistered Shalaish markets, (e.g., 
the now illegal Rod El Farag Market in Cairo). These informal markets, which number over 200 
throughout Egypt's urban areas, account for 25-40% of the produce marketed in their region. 
Farmers and traders like to use these markets because of the lack of both government controls 
and time delays. However, it is not known if prices are higher or lower in these markets; what is 
known is that the official urban markets tend to set the region-wide prices. 

What is most evident in this market channel analysis is the number of participants 
competing for small market shares of the total horticultural output at each level of exchange. 
Thousands of traders and agents market horticultural products. Over 4,000 work in and out of 
the governorate-level markets. Several hundred have stalls in each of the urban wholesale 
markets (700 alone in El Obour; 500 in Alexandria). Superimposed on this market structure is the 
control exerted by the Government in regulating the governorate-level wholesale markets and the 
four urban wholesale markets. These control points add costs to the "farm-to-retail price spread" 
by charging market commissions for using the facilities. A degree of market price setting also 
goes on in these official markets. Because many of these wholesalers provide financing for 
market procurement, they hold a significant amount of market power and they exert this power in 
the market by the way in which they trade. 
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Of the processors and exporters who buy directly from the farmers, both large and small, 
some prefer the kelala system. However, the notion of "contract growing" in Egypt is in its 
infancy. Some processors are beginning to develop this system, but they all requested assistance 
in organizing farmer groups, in training farmers on how to respond to the buyers' demands in 
terms of quality control, timing, honoring of contracts, methods for setting prices and how to deal 
with in-kind credit for seeds or other inputs. 

The implication from this market structure analysis is that little collusion in price setting 
should exist and that growers should be free to sell to many buyers. However, because the 
growers are not organized and do not know how to negotiate forward contracts, the farmers 
obtain very little satisfaction in the market. One buyer sets a price by making an offering and the 
market tends to stay at this price. Flexibility in pricing to gain more market share is not 
commonly practiced by Egyptian entrepreneurs. Nor are the existing rural organizations adept at 
assisting farmer groups in negotiating contracts or in knowing how to invite buyers to offer 
contracts. The general cooperative movement has tried to supply farmers with seeds, fertilizers 
and pesticides, and to market their more traditional crops, but they have not been particularly 
astute in dealing with high-value horticultural crops and the flexibility these products demand 
when markets are extremely volatile. Although the Potato Growers Cooperative appears to be 
well organized, it is restricted to dealing with the distribution and sale of potato seed and not ,vith 
the marketing of harvested potatoes. Nevertheless, the cooperative could potentially exert some 
degree of countervailing power in the marketplace if it is properly developed. 

Approximately 50% of the potato growers participate in this cooperative. However, 
reports from member interviews found that the MALR sets prices for imported and local seed and 
cold storage fees. The farmers feel they cannot operate profitably with these controls and are 
therefore unsatisfied with the cooperative's operations and services. 

Figure 1 presents the horticulture sub-sector map. Figure 2 displays the adjustments for 
green beans, showing the different types of processing that are feasible. Figure 3 is an abbreviated 
form of the potato sub-sector map. 

3.1 Horticultural Processors 

Green bean processors concentrate in frozen beans for both domestic and export markets. 
Ten firms doing frozen green beans were interviewed; indications are that several other firms are 
gearing up to enter this market. Three canners were interviewed: one a public company, one 
recently privatized, and one completely private that concentrates on jams and preserves but has 
the capacity to process beans in jars. However, at present little if any canning of green beans is 
done in Egypt, even though these companies have the capacity to do so. The canners also are 
able to put fine beans in gourmet-type glass jars, but this product has not emerged for two 
reasons: lack of production of fine beans and lack of the canner's knowledge of the jars market 
regarding labeling and product presentation. 
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Potato processors concentrate on frozen french fries and various types and flavors of 
potato chips. Two companies have experimented with small frozen potato balls (similar to Irish 
potatoes). The frozen fries market is enormous due to the rapid increase in Egypt's fast-food 
industry. McDonald's owns their own vegetable processing company solely to supply their own 
restaurants, but several other processors claim they also supply McDonald's with frozen french 
fries. The market for frozen french fries is also growing rapidly in Saudi Arabia and other Near 
East countries, and the Egyptian companies are scrambling to fill their orders from these markets. 
Because we were unable to interview a substantial number of chip manufacturers, our information 
on the chip market is incomplete. 

3.2 Retail Distribution 

Cairo retailing leaves something to be desired, but this may change dramatically in coming 
years, given Sainsbury's acquisition of 25% share in the Edge Supermarkets. The Edge 
Supermarkets have purchased the ABC store and now service and manage 90 outlets, many of 
which were former GOE retail outlets. Another noteworthy event has been the introduction of 
Tessco products in many supermarkets. Tessco is, like Sainsbury's, one of England's largest 
supermarket chain operations. Their presence in Cairo and throughout Egypt indicates that they 
might enter the full-line supermarket trade in the near future to vend their products more 
exclusively. Other government stores are being privatized; the Alpha supermarket group is 
expanding; and Sunny markets also have multiple stores. Many other chains are beginning to 
emerge and as this happens, wholesale distribution centers will follow suit. When this type of 
distribution system matures, demand for fresh produce differentiated by quality will increase in the 
urban areas and require more sophisticated production from the farm areas, in terms of quality, 
year-round supply, packaging and presentation, additional product forms (e.g., dried, pickled, 
canned, jarred, frozen, juices, etc.) and a whole array of prices. Retail distribution in Cairo and 
throughout Egypt is poised for dramatic changes in the relatively near future. 

4. Competitive Positions 

The competitive positions analysis assesses what factor costs comprise of the total cost 
package for delivering a product to a final destination market so that these costs can be compared 
between firms, between commodities and between countries. The costs are presented on a per kg 
basis for all commodities. Costs include all input and production costs, marketing and handling 
costs, processing costs and international transport costs to various destinations. 

Once the cost structure is determined, the market price envelope is superimposed on the 
cost histograms. Ifthe market price at any period during the year is higher than the total costs of 
production, processing and marketing, and the commodity can be produced and harvested during 
this time period, then a "market window" arises. Producers and processors should be able to 
produce and market the commodity at a profit during these "market windows". This section 
presents the cost histograms for green beans and potatoes in Egypt based on the figures that have 
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Figure 1. General Sub-sector map of Horticultural Products. 
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Figure 2. Green Bean Marketing Channels 
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Figure 3. Potato Sub-sector map 
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been obtained in this limited study. I I The cost figures presented here are not meant to 

be statistically verified values across the spectrum of producers and processors but rather 
indicative values that can be used to identifY market opportunities. From this analysis it is 
apparent that market potential exists that could be exploited if all of the recommendations 
presented in this report are followed. 

4.1 "Market Window" Analysis 

Figure 4 presents a hypothetical cost histogram with price overlay for three different 
countries. (The model is equally valid for comparing different companies within the same 
country.) The horizontal bars in the cost histogram present the per-kg. costs for each input or 
activity in the production, handling, processing, marketing and shipping of the product. In the 
hypothetical diagram, "marketing" represents handling, packing, processing, taxes, tariffs, fees, 
and shipping. "Land" is the cost of rent per kg. of production, and inputs and labor also reflect 
these costs per kg. of output. 

This way of comparing the competitiveness of the production, processing and marketing 
process for various products is quite different from the normal crop budget analysis. The latter 
normally shows costs per basic resource such as land (which is the same as determining the 
returns to land), and also calculates returns to other factors of production such as labor and 
capital (the sum of purchased inputs). However, this methodology compares the costs involved in 
placing a kilogram of the product in the market. For some reason production and marketing costs 
for many horticultural products seem to level out, and no one product seems to have the 
advantage over another. In such situations, the non-input and non-labor costs can be the 
determining factors for competitiveness. 

The example presented below shows that land rents are the same per kg. of output. (Note 
that land rents may vary in each country but output per acre may also vary, so that in this 
presentation, when the cost is divided by the quantity of production, the values tum out to be 
relatively the same.) "Inputs" are the seeds, fertilizers, pesticides, machinery, etc. that go into 
production. In the case presented, inputs are equal for Country A and Country C, but Country B 
shows half the input cost per kg. of output-definitely a comparative advantage for Country B. 
Marketing costs are different for all three countries with Country B being the lowest and therefore 
the most competitive. 

The line in the diagram presents the prices per kg. in a hypothetical market in Europe. 

II A field-level production survey specific to this study was not conducted. Data was obtained from the GTZ 

fann level survey cited earlier (in footnote 8), from the A TUT project, and from interviews "ith processing companies. 
A list of the companies interviewed appears in the Annex. Market price data was obtained from the Food Marketing 
Institute weekly reports, from the A TUT project Export Market Analysis, from personal market surveys \\ithin Egypt, as 
well as from the companies interviewed. 
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Prices start low in October and rise to a peak in January, then fall off again. The price curves are 
the same for all three producing countries (i.e., no preferential treatments are awarded to any of 
the countries). They all enjoy MFN (Most-Favored Nations) privileges equally. 

The diagram in Figure 4 shows the accumulated production and marketing costs in the 
histograms, aJ)d when these total costs fall below the market price, then a "window" of 
opportunity is created for the specific time period when costs are below the price. 

Figure 5 gives the hypothetical cost histogram for only production and harvesting. The 
example shows how the costs differ from one producer to another. If a farmer had this 
information, he could then compare his costs for each item with his neighbor. If his are more 
costly than his neighbor's, he would need to reduce his costs or he would not be competitive in 
this crop. The diagram illustrates that Farmer A is more competitive than Farmer B, and that the 
items that cause the difference are fertilizer and labor. It could be that the additional fertilizer 
does not give the increase in yield expected and that additional labor may be required for its 
application. However, since this example does not present the yield data, that judgment cannot be 
made. 

4.2 Green Beans 

Figure 6 presents the costs in Egypt for bobby green beans and fine green beans. The 
major production difference between these two products is in the fertilizer use and the number of 
hired labor workdays. Mechanization costs are somewhat higher for fine beans because the fine 
beans tend to be grown on new lands where labor is scarce and mechanization is more prevalent. 
For the most part, harvesting labor is less for bobby beans than for fine beans, since fine beans 
require daily harvesting for 25 days whereas bobby beans require only one or two harvests (and 
often this harvest is carried out under the kelala system where the buyer conducts the harvesting). 
Fertilizer is less for bobby beans because these beans are lower-priced products and farmers do 
not find it worthwhile to apply extra amounts of fertilizers. Fine beans yield slightly less than 
bobby beans, mainly because fine beans are harvested when they are less mature and hence, weigh 
less. 

Most remarkable, though, is that the farm-gate price for fine beans is almost three times 
that of bobby beans, whereas the costs are only double. As a result, the gross margin for fine 

beans is LE 1.46 per kg. Whereas the gross margin for bobby beans is only LE .42 per kgl2. 

Producing fine green beans in addition to bobby beans would result in significantly more profit 
than in producing only bobby beans. We want to be very clear that introducing fine bean 
production is in no way competitive with bobby bean production, nor should it be considered a 

12 Note that Gross Margin includes rent in this figure. The reason for this is because it is unknO\m whether farmers 

own or rent their land, and land rents vary significantly around the counll}'. In this type of crop budget analysis it is 
better to consider total returns to "o\\l1ed" resources, where «owned resources" means land, family labor and returns to 
capital, i.e. interest costs, whether paid to other O\\'ners of borrowed capital or the farmers themseh"es. 
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Figure 6. Production costs for Green Beans 1 
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substitution of one for the other. Egypt has won a competitive position in bobby bean production 
and should strive to maintain and expand this global position. Fresh sales should continue 
uninterrupted and processing should increase significantly. 

When domestic marketing and handling costs and sea shipping costs are added to the 
farm-gate costs, the picture becomes more complicated. Shipping of green beans has been 
traditionally by air, but facilities now exist to ship by sea. When exporters ship by air, bobby 
beans yield profits ofLE 1.94lkg. while profits for air shipment of fine beans jump to LE 4.08. 
The difference between the two beans is not so stark when sea shipment is used, but total profits 
are significantly higher than when air shipment is employed. With sea shipments, bobby bean 
profits to exporters are LE 4.28 whereas profits for fine beans are LE 6.42. These values are 
shown in Figure 7. 

Several processing firms were interviewed, and the recorded costs for three of them are 
presented in Figure 8. Per-unit costs are relatively equal for all three companies except for one 
whose management and packaging costs are slightly higher than the others. Using this 
information, these three companies and other companies in this business can detennine where they 
are less competitive than desired and where they need to exercise cost controls. 

4.3 Potatoes 

Potato yield per fed dan is between 12-14 tons, compared to 4 tons for green beans. 
However, when the analysis is carried out on a per-kg. basis, both commodities can be easily 
compared. Figure 9 presents the cost histogram for potatoes grown in the old valley lands and in 
the new reclaimed lands. Total production costs are similar for potatoes grown in each area (LE 
3,700 for the valley and LE 4,500 for the new lands), but seed costs are higher in the valley than 
in the new lands. However, since fertilizer requirements are higher in the new lands, the 
combination of seed and fertilizer costs are almost equal in the two areas. Nevertheless, because 
the farm-gate price for the variety of potatoes grown in the new lands is higher than that for the 
old valley lands, the gross margin is higher in the new lands. When taken on a per-feddan basis, 
the returns to the new land potatoes jumps even further because not only is the price higher but so 
is the yield (12 tons for valley production and 14 tons for new lands production). This all 
combines to give profits per feddan of over LE 9,000 for the new lands compared to LE 5,000 for 
the Valley. 

Potatoes are processed into frozen french fries and chips. Detailed per-kg. costs were not 
made available to the investigators for this study, with the reason given that the information was 
proprietary . 

4.4 Per-Feddan Costs of Green Beans and Potatoes Compared to Other Crops 

Information of per-feddan costs for several other crops was collected and compared to 
those for green beans and potatoes. The results on a per-kg. basis are presented in Figure 10 and 
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Figure 9. Production Costs For Potatoes 

Grn!"s 
i"Iar~on 

= L.E f).2~ {Kg. 

F.ilnn-gate Price = 
L. E 0.70 IKg. 

(/ I 
I I , ! , I 

[ ............... j 
Land Rent 

Hired Labor 
iVlech. 

Pesticides--~=~~==1 
L~crtilizer._ 

Seeds 

Valley Potatoes 

Farm-gate Price = 
L.E O.98/Kg. 

\. 
j 

I 
I i 
I I 
I j j . . . . . . . . . . . . . . . ~ 

I Land Rent I 
I Hired LabOr! 

! Pesticides I 
Fertilizer i 

Seeds 

Ne-w Land 
Potatoes 

I 

Gross 
f\ol .. r~on 

= L.E 0.66 IKg. 

Meeh. 



Table I. The graph shows that the highest per-kg. costs are for cotton, followed by fine green 
beans and new lands potatoes. The highest gross margins, however, are reached for fine green 
beans, cotton, new lands potatoes and fava beans, respectively. Nevertheless, from the farmer's 
perspective, per-kg. costs are only used to determine where cost efficiencies could be improved. 
Overall, the farmer is more concerned with total income and gross margin per feddan. The 
number in the graph below the histogram for each crop shows the gross margin per feddan and 
the crops are ranked from lowest to the left to highest to the right. The range of per-feddan 
earnings is from LE 634 for maize to LE 9,230 for new lands potatoes. In comparing the input 
costs per kg., seed costs are high for beans and potatoes, and fertilizer costs are highest for cotton 
and fine beans. The highest pesticide costs by far are for cotton. Mechanization costs are high 
for cotton and wheat. Hired labor costs are also extremely high for cotton (hand picking and 
pesticide applications) followed by fine beans (for the early maturing hand harvesting). When 
elevated land costs are added to the cost totals, beans and potatoes continue to perform well, but 
earnings for cotton and the grains falloff dramatically. This means that for beans and potatoes, it 
pays to rent land, but for the more traditional crops, this becomes a severe handicap. 

5. Market Potential 

Lack of raw material was the most resounding comment made by all of the processing 
firms interviewed. Transportation, product handling, processing machinery and packaging were 
not particularly problematic. The costs for these items also were not necessarily high or out of 
proportion for any specific item. The problem always was how to obtain supplies of quality 
products. Only two firms out of the IS interviewed had any significant contracts with farmers, 
and most of these were oral contracts with individual farmers rather than farmer groups. 
However, in every instance, the owners expressed a keen desire to participate in a contract
growing program with organized farmer associations or producer groups. They all said they 
would be willing to enter into negotiations with such groups, provide the technical information 
and specifications required for their types of products given their market opportunities, and in 
most instances, provide partial credit for unique inputs (e.g., seeds for the varieties they demand). 
In these cases, fertilizers, pesticides, herbicides and labor would remain the responsibility of the 

farmer. However, the buyers would provide packaging and transport. 

Information on each company interviewed cannot be revealed because of the proprietary 
nature ofthe information. Thus, this section will summarize the comments in general terms. 

The companies interviewed process a wide variety of fruits and vegetables. Virtually 
every vegetable crop that is grown in Egypt is processed in one form or another. The typical fruit 
and vegetable processor does canning in tins (with some new machinery now making "easy-open" 
tins), jars or glass bottles. Many firms freeze fruits and vegetables, predominantly in plastic bags 
(no boxes were seen). The different types of preserving techniques include IQF (individual quick 
freezing); jam preserves; fruit compotes and fruit pieces; jar or tin canning in syrup, brine or 
water; the making of juices; pickling of all sorts; and canning different products in tomato sauce 
(such as beans, okra or tomatoes). Dates and figs are also processed whole or in pastes, as are all 
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Table 1. Input Costs & Revenue Comparisons, 
Per Kilogram for Nine Crops 

(in Egyptian LE) 

Fava Bobby Fine Valley New Lds 
Cotton Maize Wheat Rice Beans Beans Beans Potato Potato 

Total Revenue 2.53 0.53 0.83 0.66 1.29 0.70 2.00 0.70 0.98 
............. -..... _ ... ........ ........ 

Seeds 0.06 0.04 0.04 0.02 0.05 0.13 0.15 0.17 0.12 
Fertilizer 0.21 0.09 0.07 0.05 0.05 0.07 0.15 0.05 0.10 
Pesticides 0.28 0.02 0.02 0.01 0.05 0.04 0.06 0.01 0.04 
Mechanization 0.19 0.06 0.12 0.09 0.09 0.01 0.03 0.03 0.02 
Hired Labor 0.67 0.09 0.09 0.07 0.10 0.04 0.14 0.04 0.04 
Total Costs 1.41 0.29 0.34 0.25 0.34 0.28 0.54 0.30 0.32 

Gross Margin 1.12 0.24 0.49 0.42 0.94 0.42 1.46 0.40 0.66 
(LE/Kg) 



Ii 
kinds of foul - whole beans or decorticated, alone or in tomato sauce, with or without spices. 

The principal pack for green beans is in IQF frozen plastic bags. Canned or jarred green 
beans were not found in Egypt at this time. However, several of the grocery stores carried 
imported tinned green beans from North America, Europe and other countries in the Middle East. 
For potatoes, frozen french fries are the main product type but some frozen potato balls are being 

made and these could also be canned (e.g., small whole Irish potatoes). 

Two large companies, both of which were fonnerIy government-owned, dominate the 
canning industry. One has now been sold to a private investor. Both of these companies have six 
separate large-scale factories located strategically around the country in the principal fruit and 
vegetable growing areas. The government-owned company is heavily involved in freezing green 
beans, and markets its products locally (15%) and to surrounding Middle East countries as well as 
Europe and the United States. They do not process potatoes. 

5.1 Lack of Supply 

Every company interviewed complained that they could not obtain enough consistent 
supply, but few made serious attempts to organize producers with whom they could contract for 
production. Although this practice is very common in countries significantly less developed than 
Egypt, it has not yet been developed to any significant degree here. Thus, an opportunity exists 
for developing the "cluster strategy" to organize grower groups to meet with processors to 
determine how by working together they could solve each other's problems. The producers would 
not need to change their production techniques to produce different products because the markets 
exist for the products they currently grow. However, significant markets also exist for new 
products, such as the fine green beans in addition to the staple bobby beans, and for new potato 
varieties that could be processed in different fonns. These adjustments in the production system 
could easily be introduced once the grower groups are working in unison with the processors and 
exporters. 

6. Related and Supporting Institutions: Cluster Strategy for Developing 
"Competitiveness"-Applications to Egypt's Horticultural Sector 

The "cluster approach" methodology begins with describing the positions of the various 
participants in the value chain, from raw material production to finished goods consumption. 
Placed in a pyramid, the key (top) players are the leading manufacturers and/or exporters and 
those surrounding these leaders who actively participate in the same trade or processing activity. 
At the next level is the network of supplier industries. For green beans and potatoes, the most 
important supply finns are the raw material producer groups or individual fanns. Other finns 
supplying input materials, machinery and component parts, distribution and transportation 
services, freight forwarding, packaging and labeling, port services and market contacts are all part 
of the cluster at this level. The third level, which creates the base of the support pyramid, reflects 
the economic foundations that affect the industry. These aspects include human resource 
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development, technology adaptation and design, capital and financial instruments, regulatory 
environment, business climate, and the physical infrastructure base. A depiction of the pyramid 
structure appears in Figure II. 

6.1 IdentifYing Stakeholders 

For the two industries considered in this study, the key players or stakeholders would be 
the producer/exporters of fresh products and the leading processing firms. The "growers" who 
supply the raw material to the exporters and processors are at the second leveL All of the firms 
providing supplies and services of one kind or another to either of these key firms or to the 
growers are also at this leveL At the base of the cluster are those who train the growers (e.g., 
public or private extension agents); the agencies or firms that import, adapt and develop new plant 
varieties from imported seeds; those involved in designing and introducing appropriate packaging 
materials and sophisticated labels; public or private entities that provide market information for 
either domestic markets (e.g., wholesale terminal markets) or foreign markets; and the banks and 
venture capital institutions willing and able to introduce financing instruments suited to the needs 
ofthe exporters and processors (e.g., trade financing for perishable products). 

Regarding the regulatory environment, the Government should be made aware ofthe need 
to modifY tariffs and licensing controls on imports (i.e., seeds, packaging materials, processing 
and packaging equipment, trucking equipment and chemicals of all types); and reduce the time 
spent on obtaining export permissions, fees and certificates, so that it compares favorably to time 
spent on these same tasks in other countries. In addition, the principal agencies responsible for 
infrastructure must deal with cold storage at the airports and with the facilities for importing and 
exporting refiigerated containers. (Several other activities supported by the APRP project are 
addressing many of these issues.) 

The one area of concern at the economic foundation level that is not easily classified as a 
stakeholder or player revolves around the "business climate". How much support is offered by 
the Government to improve human skills and management resources - at the farm level; at the 
trading, marketing and handling level; in processing; in exporting; and in finding new markets? 
This is the area that Fairbanks refers to as "competitive advantage thinking that unleashes the 
hidden sources of growth". This means changing the behavior of all of the players from that of 
defensiveness and paternalism to one of taking charge through relentless innovation and change at 
all levels. This public awareness task needs to be headed by someone and worked on by 
everyone. 

Lastly, providing quality control and inspection services is important to the business 
climate, especially regarding phyto-sanitary controls for exporting fresh produce and introducing 
HACCP and ISO 9000 certifications for processing firms. What agencies, organizations or 
institutions will provide these services? 
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6.2 Defining Tasks 

Step I. Once the players or stakeholders of a cluster are identified, a series of meetings 
can begin. In this case we recommend convening the processors and exporters with different 
groups of producers. Where these meetings are held is not so important as initiating them. A 
benchmarking exercise should be undertaken first. This entails comparing one's own position in 
the market relative to the position and activities of one's competitors, both national and 
international. Information contained in this document should be sufficient for conducting the first 
benchmarking exercise. These workshops win identifY the relative competitive position of each 
commodity and each form of the commodity (e.g., fresh, processed, dried, frozen, stored, organic, 
etc.). The benchmarking exercise should convince al1 participants that the potential to deliver 
large quantities of quality produce on specific schedules is feasible. 

Step ll. The second set of meetings wil1 involve initiating individual arrangements and 
contracts. The competitiveness trainers or facilitators win assist the producer groups in 
contacting the processors and exporters to negotiate agreements for trial production runs. These 
meetings wil1 eventually take place at the production site. 

Step ill. Once the growers and processors/exporters have reached an agreement to 
pursue further col1aboration, they should meet with the other supply firms at this second level in 
the pyramid. Here they win be able to identifY and specifY any further constraints that they may 
be facing, determine how they can overcome them, and more importantly, plan a schedule for 
carrying out these changes. 

Step IV: As the momentum increases and these meetings move forward, different 
institutions from the base level of the pyramid can be invited to participate. As these institutions 
are added to the meetings, recommendations for procedural or regulatory reforms may emerge 
that win require assistance from such projects as APRP, ATUT and ALEB. All participants in 
these meetings wil1 be requested to act upon the recommendations that pertain to them. 

Step V. An integrated strategy and plan for achieving competitiveness by individual firms 
wil1 emerge from these series of meetings and workshops. By using this procedure, traditional 
factors are transformed into dynamic factors as shown below: 

Traditional Factors 
Good Location 
Proximity to Inputs 
Proximity to Markets 
Low-Cost Labor 
Abundant Natural Resource 
(or cheap raw material) 

Defensiveness and Paternalism 

Dynamic Factors 
Skined Human Resources 
Tailored Financial Resources 
Access to Technology 
Advanced Physical Infrastructure 
Tax and Regulatory Incentives 
Competitive Advantage Thinking 
Relentless Innovation, Change and Improvements 
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6.3 Goal: Regional Competitive Advantage 

The objective of this strategy is to improve, enhance and expand the comparative 
advantage already achieved in green beans and potatoes and to move into an aggressive 
competitive position in the global marketplace for all participants in both commodities. Green 
beans and potatoes will be the first two commodities to follow this approach. These two 

I horticultural commodities have been chosen because of the current position they have already 
garnered in their global market. Once introduced and tested, this approach can be applied to 
many other dominant fiuits and vegetables in Egypt. Such horticultural products as artichokes, 
grapes, strawberries and citrus, cut flowers and medicinal herbs may be the next commodities to 
emerge. Each commodity designated for applying this approach will be named "flagship" 
commodities and each one will launch their own specific strategy, designed by the stakeholders in 
the market channels and value chains for each commodity or industry sub-sector selected. This 
pro-active approach to gaining competitiveness has been successful in other countries and is 
worth testing in Egypt's horticultural sub-sector. 

6.4 Key Characteristics of Cluster Strategy 

What is a Cluster? 
• Leading firms (key) exporting goods and services outside the region 
• Network of supporting firms supplying inputs, raw materials, components, parts 

and specialized services (cold chain, transportation = crates for handling produce, 
packaging (cartons, labeling, tetra pack, aluminum packs, jars, cans, lids, crates), 
quality control (inspections, services and testing), research (varieties, organic 
trials), testing (machinery, packaging)) 

• Economic foundations, human resources (farmer groups, sophisticated 
management and skills training along the assembly, processing, marketing, 
exporting channel), technologies, access to capital, business climate, physical 
infrastructure (cold chain, power, roads) 

Who are the Leading Industries? 
• Fresh exporters = nuclear/periphery farms, contract growing, producer groups 
• Canners, glass packers 
• Freezers 
• Juice makers 
• Dehydrated products (chips, soups) 

Supplier Industries: 
• Producer groups 
• Own nuclear farms 
• Transportation/cold chain 
• PackaginglIabeling 
• Refrigeration equipment/cold chain 
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• Food processing machinery 
• Fann equipment 

Specialized Infrastructure: 
• Abundant labor in producer groups, need training 
• Food technology research institute (proposed at Menoufia) 
• Agricultural research institute (ATUT, HCRI of ARC) 
• CreditlEquity services (rehabilitation and promotion fund) 

Collaborative Strategy Implementation Plan for Cluster Stakeholders involves problem
solving workshops identifYing flagship initiatives at all levels and between/among levels: 
• Analysis (Cluster working group) 
• Economic diagnosis (Cluster challenges) 
• ProductlMarket opportunities identification (Vision and competitiveness 

requirements) 
• Best practices implementation (Collaborative cluster actions) 
• Integrated strategy and plan (Cluster participants) 

Who Participates? 
• SmalL medium and large firms 
• Government 
• Industry associations 
• Related and supporting firms from other industries 
• Infrastructure and education providers 

What are the Benefits? 
• Closer and improved relationship with customers and suppliers 
• Development of stronger competitive platform (skills, management training, 

information access, financing, infrastructure) 
• Better designed and more targeted training 
• University R&D programs focused on cluster needs 
• Targeted industry attraction efforts to fill gaps in cluster supply chains 

7. Do Green Beans and Potatoes have a Competitiveness Potential? 

Our discussion of the competitiveness potential for green beans and potatoes has covered 
the basic principles and characteristics outlined by Porter and Fairbanks as the essential 
ingredients for this strategy's success. The technology for producing a quality product that has a 
niche market exists and has been demonstrated to be feasible under the gro'oving conditions found 
in Egypt. Costs of production, handling, processing and marketing are within the competitive 
band. That is, both commodities have a comparative advantage. They can be produced at low 
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cost, cheap labor is available to produce and process them, and Egypt is close to the markets. 

For green beans, Egypt currently holds the largest world-wide market share in bobby 
beans, and the producers of bobby beans must work hard to improve and expand that market 
share. An even more profitable opportunity exists, however, if Egyptian growers and processors 
were to add fine bean production to their product mix. Fine beans generate significantly more 
income per feddan than bobby beans. 

Similarly, Egypt had achieved a competitive advantage in potatoes but now seems to be 
losing that advantage due to the brown rot disease and the market discrimination practiced by the 
European Union. Yet opportunities are arising for processed potatoes and potential exists to 
expand significantly in this direction to balance the decline in demand for fresh potatoes until the 
problems facing that industry are resolved. 

Although the potential for competitiveness exists for these two commodities, they have 
not currently reached this potential. The major problem appears to be the inability of producers, 
processors and exporters to work collaboratively under long-term contracts. As a result the 
supply cannot meet the demand, and market shares remain below their potential. 

This paper has introduced a methodology for overcoming the current constraints and 
limitations to current production and output. We have suggested some actions that could be 
taken to regain and expand market share. This methodology, the "clustering strategy for 
achieving competitiveness," calls for a series of workshops at which all of the players participating 
in the industry can meet to uncover the "hidden sources of growth", and by doing so, determine 
what actions are required for expanding market share. If these two products could develop this 
methodology and achieve the results that are expected, then this methodology could be adapted to 
several other fruit or vegetable commodities with equally satisfYing results. To get there from 
here, we propose the following strategy: 

7.1 Clustering Strategy Workplan 

I. Establish a Horticulture Competitiveness Working Group. 
2. IdentifY the key processing and exporting firms for these two commodities. 
3. Design an action plan based on Steps I-V above. 
4. IdentifY production areas and producer groups that will be invited to participate in 

the workshops. 
5. Develop suppliers' network working group and invite them to participate in the 

workshops. 
6. Develop the capacity to train facilitators for this approach. (This could be done at 

a major university or training institute). 
7. Develop regional business centers in each governorate to assist in financing, 

accounting, insurance, advertising, marketing, design, sourcing and distribution, 
laboratory analysis, inspection and testing, information services, environmental 
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services, organic fanning recommendations, engineering and building services, etc. 
8. Develop a code of ethics that foresees the problem of contract hijacking. 
9. Identify sources of working capital for raw material production. 
10. Develop a seal of quality from HEIA and similar processor associations. 
11. Analyze potential for implementing a cold chain down to the farm level and set up 

a working group to determine how it could be achieved. 

7.2 Maintaining the Achievements 

Egypt has gained strategic market penetration for bobby beans: this market must be 
maintained through innovation. Kenya is losing its broad production base because it cannot 
maintain the phyto-sanitary controls at the farm gate. Guatemala had the same problem. Does 
this mean we cannot grow horticulture on small farms? Must the large growers control 
production or is this just another challenge to be overcome? Can we develop an inspection and 
control system that allows us to produce the quality of crop we need? Secondly, we have seen 
Guatemala's snow peas, Kenya's green beans, Colombia's flowers, and Egypt's cottons all 
achieve competitiveness and then fall behind into relative comparative advantage and significant 
market share decline. Will green beans and potatoes in Egypt add to this list of classic cases of 
slippage? Without a concerted effort to maintain, sustain and expand the market position, such 
slippage might occur. 

The strategy is clear and now needs to be implemented. Egypt must strive for more 
market integration among processors, exporters and growers. Add more value-added processing 
to the product mix. Manufacture more complex products and introduce more sophisticated 
processing techniques for gourmet, boutique, fresh pre-packaged, organic and genetically 
unmodified products for export and home-based markets. Relentless and constant innovation is 
the key to success. 

Developing a strong "home-base" is another key to achieving competitiveness in an 
industry. Egypt must develop its home base, since this is key to integrating the production 
system. Retail must absorb fresh, frozen, canned, jarred and dried products. For green beans and 
potatoes, this means figuring out how to deliver to the local retail outlets and to the emerging 
supermarket chains. The market should be classified as follows: A I for fresh exports, A2 for 
processed exports, B for domestic fresh, C for local processed market, and D for fodder. 

Competitiveness is achievable but it will not come easy. 
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