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1 INTRODUCTION

- This USAID agricultural strategy statement represents a further evolution of the 1987 .
strategy and 1989 strategy update statements for the agricultural sector. It reflects Egypt s
~ commitment to macro economic policy change and privatization; the changes in AID @
~ worldwide strategic direction as articulated in the five new initiatives; and aeeomphshments
in USAID’s past and current agriculture programs that form a basis for the next phase of

USAID investment in Egypt’s agricultural sector. These new program commitments will be S

~ planned and established during the FY 1992 - FY 1994 period and will be the basls for the
: USAID agnculture program for the remamder of the decade. .

The premise of the strategy is that Egyptian agnculture has growth potential; and, therefore, B
agriculture can provide a significant contribution to economic growth, expanded employment, |

and increased incomes. Moreover, it can assure an adequate level of food security for
‘Egypt. The potenual for growth will be realized provided the key factors that have con- = -

~ strained growth in the past are effectively addressed.. These factors are pohczes, technology, N

land and water resources, and mstmmons

: Egypt’s resource endowment for agnculture is exceptional — an xrngahon system that: allows . Che
complete water control for all of agnculture, fertile soils, temperate climate, adequate year-
round sunshine and the absence of recurring natural disasters (drought, flood, frost) that !
reduce productivity elsewhere in the world. Its location is also central to the expandmg
markets for agncultural products in Europe, Africa and the Middle East. :

Assessments completed over the past twelve years have concluded that Egypttan agnculture
holds the potential for large increases in both productivity and overzll levels of production.

The very positive performance over the past five years for the most important crops, those -
which were decontrolled beginning in 1987, is indicative of the rates of growth in Egyptlan
agnculture that can be realized.

‘The objectrve of the: USAID agricultural sector strategy is to increase productivity, o .
production and incomes in the agricultural sector. Investments that will be made over the
remainder of the 1990s to accomplish the objective will be focused on thcse areas with the -

greatest potential growth in production, income, and employment in Egyptian agriculture.

2. rm: AGRICUHURAL SECTOR.

The wctor is an 1mportant element of the Egyptian econorny It accounts for 3PPr0x1mate1y e

17 percent of the gross domestic product (GDP), 36 percent of employment (on farms) and -

22 percent of commodxty exports. Half of the Egyptian population live in rural areasiin .
‘which agriculture is the primary economic actnnty Agriculturally-related industry, mcludmg -
the producuon of agricultural inputs and processing and marketing of commodities accounts
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for roughly another 20 percent of the GDP and a substantial added share of the work-force _'

Growth in the sector has been sluggish over the past ten years, with its share of GDP

 declining from 20 to 17 percent and the real value of production growing at only 0.8 perce;zt N |

- per year. Employment in the sector during this period grew at less than 1.0 percent annually.
The value of agricultural production increased at an average annual rate substantially below: -

the rate of population growth of 2.4 percent and slightly below the overall real rate of GDP ;
- growth, which was 1.1 percent per year. On the bright side, growth rates of crops liberahmd_- S :

under the. policy reform programs far exceeded overall sector performance. Production of .
wheat, rice, corn and berseem clover increased by 59 percent between 1986 and 1992
Cotton productlon, still a highly controlled crop, declined by 25 percent during the same |
period. This is strong evidence that policy reform has the potential to stimulate gmwth in b
the sector. L

Import dependence for agncultuml commodities began in 1974, when the value of agncultur- o

~ al imports exceeded exports for the first time. Since then, the major GOE objective for the! -
agricultural sector has been to assure the hxghest level of production of agricultural commodi- S

ties (food, fiber, livestock, fish) in order to minimize the gap between producnon and

~ consumption. Unfortunately, the gap between the production and utilization of magor food | R

commodities has continued to widen since 1974. The current lavel of food: imports is
- approximately $2.5 billion per year. Approximately 50 percent is accounted for by four -
- commodities - wheat,-com, vegetable oil, and red meat. The value of total agnculmral
exports was $434 million in 1990 only about 20 percent of the value of food unports |

Exports of agricultural commodities have amounted to about 20 percent of total eommod:ty R

- exports since 1985. The principal products exported are cotton, rice, fruit, and vegetables, -
amounting to 70 percent of the agricultural total in 1990. Growth in exports of agncultura.l
crops having a comparative advantage, as well as increased production to meet expanded

demand in domestic markets, could be the engine that drives growth in the agricuitural. secto :
- overall. Crops with high potential for increased exports are cotton, rice, and fruitsand
vegetables. Cotion has been performing poorly, with the nominal value of exports declining =~

by half between 1980 and 1990. Rice is a real bright spot, with the value of exports surgmg ‘
from $2.4 million in 1980 to $23 million in 1990/91 following liberalization of rice trade in|

1988-89. The total value of fruits and vegetables exported increased slightly from $I114 PR

- million in 1980 to $120 million in 1990. Citrus exports showed the greatest growth, . '
followed by vegetables. Important vegetable crops exported were tomatoee potatoes melons o
and green beans. R

| Vegetables for the European winter market appear to be a hlgh potential export growth aree. S
A 1991 by assessment estimated that good demand potential exists for vegetable crops, b
mcludmg garlic, onions, potatoes, strawberries, fine green beans, peppers, and tomatoes. * |-
- Fruit crops with potential include grapes, peaches, and pears, as well as the traditional citrus
crops. This assessment concluded that possible annual i increases in exports by crop could

reach: : - _ _




~ Garlic ' - 5,000
Onions - 20,000
Potatoes _ - 40,000
Green beans and sweet peppers 5,000
Tomatoes, peaches, pears, - .200,000

and melons :

| Accordihg to the assessment,. achieving approxlmately $100-150 million in additional annual - ‘-
exports of fruits and vegetables per year is possible during the next five years. This would o
amount to. adding 25 percent o the 1990 level for total annual agnculmral exports. AR

Farm technology is relanvely advanced in Egypt. Yields of major ﬁeld crops in Egypt are
high by world standards. Ricz, wheat, and com yields are at or above world average levels.
All production is under irrigation, high-yielding varieties are widely used by farmers and -
~ high levels of modern inputs are applied. Trends in yields are also encouraging. Wheat,

rice, and corn yield increases were 62%, 25% and 43%, respectively, during the last dei:ade.
Cotton yields declined drastically over ti.e same ten year period, caused, as has been

discussed above, by the government's policy of setting procurement prices far below the:

world pnoe Yields of vegetable crops increased nicely since 1980, with onion yields =
increasing by 19%, potatoes by 18%, tomatoes by 55%, and broad beans by 42%. Yields of
most other field crops either held their own or increased slightly over the last decade. The o
1982 USAID sponsored Presidential Mission on agricultural development concluded that. the .
potential productivity gams for important crops ranged from 10 to over 100 percent. These S
conclusions are still valid in 1992, provided that constraints in the four basic areas, pohcxes, S
technology, land and water, and mst1tut10ns are effectively remedied. -

Despite hlgh and increasing yields and evxdence of solid technological change, Egypt lost
ground in terms of producing enough to feed its people. Production of only two food crops,
beans and rice, exceeded domestic consumption in 1990. Vegetable oil production was only =~
- 35 percent of domestic needs, wheat 37 percent, and lentils 19 percent. The cost of wheat = = |
imports alone was almost a quarter of a billion dollars in 1990, about 25 percent of the total . |
food import bill. The primary reasons for the widening food gap and rising import costs are
-population growth, inappropriate farm policies, and limited land and water resources.

Technical efficiency in agricultural marketing and processing is low, even by developing
country standards. Output in cotton spinning per worker, for example, is only 25% of Y
European standards. Over-employment in cotton ginning is 1.3 to 1.5 times that of gmmng R
mills in other developing countries. Despite subsidized raw material and energy costs, R
Egyptian yarn manufacturing costs are equal to or higher than all third world compehtors .
(except Turkey) The fresh fruit and vegetable export industry lacks technological innova-

tion. There is little or no difference in production methods between crops grown for export
and those grown for domestic markets. Post harvest handling, packing and shipping methods
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‘must be classified as primitive, except for a few new Private 2nterprises that are attempnng ST
to break into the technically demanding European winter market. TR

-Strategy. The public enterprises affectad include textiles, inputs production and marketing, EEBEST
fertilizer production, feed milling, fruit and vegetable Processing and trade, international = | . -
trade, rice milling and wheat milling. AT
- Public sector investment in agriculture has and does exceed private investment. Total L
investment in agriculture, irrigation and related enterprises was L.E. 2.1 billion in 1990/91. .
Private investment comprised 49 percent of this total. Investment in all industries amounted |-
to L.E. 16.3 billion in 1990/91, of which 33.1 percent was in the private sector. In contrast |

to agriculture, private sector investment was 53 percen: for industry, 57 percent for@cOnsu-nc-
tion, and zero for petroleum and electricity. Private sector investment has grown relative o o

- Imports of food, valued at $2.1 billion in 1990, continue to exceed the valueof E R

agricultural exports by a wide margin,

- Yields bf major field crops are high and rising, with strong potenual for future
creases. The level of farm technology is high by world standards, | S

E The_ gap between consumption and production has widened to date, requiring sharply " :

Tising import costs to meet consumer demand.

- Efficiency in agribusiness industries is generally low, even by developing country
_standards, - _ o T TR
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- About 4.6 million people are employed in publicly controlled industry. About 10 bl

percent of these would be directly affected by the policy reforms proposed in this |
strategy. - | ST 5

- About 49 percent of the investment in agriculture and related industry. was done by - -
the private sector in 1990/91. This includes on-farm investment which is private.

* Thus, the percentage of private investment in agriculturally-related industry would be | |

 much lower than 49 percent.

3. CONSTRAINTS TO GROWTH.

Egypt enjoys a rich endowment of agricultural resources. Ithasa year-round favorable
climate with three distinct cropping seasons, fertile soils and a dependable -- although: 1
finite — supply of fresh water for irrigation. These fertile areas, most of which can produce
‘two crops a year, can be compared to one huge, controlled greenhouse. Virtually all high
value and staple crop varieties can be grown throughout the year in Egypt. R

Historical increases in Egypt’s productivity and agricultural producﬁon have fallen Short _df e

' the potential that could be realized from its rich resource endowment. Why? Fourbasic e

factors have constrained growth in agriculture over the past twenty years and continue to L

retard achievement of the large increases possible in agricultural productivity and production. | |

" These constraints fall into four categories: (a)_Policies; (b) Technology; (¢) M o .'
Resources; and (d) Institutions. | | . o R

(a) Policies. In the early 1970s, the Government of Egypt began introducing tight controls -~
 over agriculture, including prices set below economic levels, planting controls and delivery | -
quotas on most crops, subsidies on farm inputs and public monopolies in’ marketing and _
processing of most crops. The result of these policies was a predictable decline in per capita | -
~ production, soaring subsidy costs, declining exports, rising imports of basic foods and animal | -
feeds, and lagging resource productivity. - : R AR A

By the early 1980s the magnitude of the economic costs of these distorted policies became

clearly evident. In 1986, USAID and the leadership of the Ministry of Agriculture embarked|

on a program of policy reform for the agricultural sector.

" Phase I of the policy reform program (1987-1989) under the Agricultural Productionand =~

_ Credit project (APCP) achieved significant reforms and began the process of reducing the -
control of government over the agricultural sector. Direct price, acreage and marketing -~ -
controls were eliminated for ten crops, although the government continued to pressure < =

farmers to follow the official cropping pattern so that they might receive subsidized inputs._ f | o

Citrus exports were opened to the private sector. Fertilizer subsidies were substantially |
reduced. The prices of sugarcane, cotton, and rice increased stightly, although deregulation : .



~ The pohcv reform benchmarks for Phase 11 include:

_requirement was eliminated a year in advance of the goals, rice exports were openedto |
~ private traders, and good progress is being 1 made toward accomphshmg the other benchm 2
_ arks _ R .

-6

of these three crops was not pirrsued because of political sensitivities. Little progress was

made in increasing the cotton price, which during Phase T was below 40 percent of the

international farmgate price. The lack of incentive to cotton producers depnved both the'_

farmers and the country of substantial economic benefit.

Phase II of the policy reform program (1990-1994) is at the mid-point of 1mp1ementatron.

1.~ Increase cotton prices to 66 percent of the mtemauonal farmgate level

2. Reduce quota sales of rice to zero and remove restnctrve marketmg and
' : trade regulanons on rice. . .

3. Eliminate remarmng subsrdxes on agnculmrai mputs

4. Reduce the quanuty of agncultural inputs marketed by the ?rmcrpal

Bank for Development and Agncultural Credit (PBDAC) and other T S

- public entities.
5. Restrict subsrdrzed credlt

N Improve PBDACs t'mancral condition and divest it of its mput supply =
operauons : o

. Reform the structure of seed producnon and markenng and pnvanu

_ commercral seed processing facilities.

Progress toward accomplishing Phase II benchmarks has been mixed, but posmve overan L

The cotton price for 1991 and 1992 fell short of the benchmark and remains below the ley

that would make cotton profitable compared to other crop rotations. - The rice quota saie +

Progress in pohcy reform since 1986 has been impressive. However, given the rnagmtude of-

The primary pohcy areas still constrammg agncultural development mclude

ngmg and marketing: Price, area and markenng controls for oottoa
and sugarcane. Government controls over the cropping pattern.
Import restnctrons on red meat and government subsidies for hvestock

" the distortions and government controls in the agricultural sector, several major policy con-
- straints to achieving hberahzatron of the agncultural sector and 1mprov1ng the productwlty of o
' 'thesectorremam - e

vel - - :_
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production. Government control of agricultural cooperatives.

2. Private investment and privatization: Barriers to private sector entry -
" into processing, marketing, importing and exporting of all agricultural =
commodities. Government-owned companies in fertilizer production,
‘cotton ginning, cotton. spinning, rice milling and exporting, feed mill- -
“ing, seed processing and wheat milling. PBDAC still controls most . -
input marketing. Government-owned agricultural land.

3. Public investment: Lack of use of economic criteria for investmentin .

" land reclamation. Need to develop a rationale land use policy. Inappro-
priate level of recovery of irrigation costs. Irrigation charges need to. .~
be structured to maximize the efficiency of water use. Lack of a |
rational water use policy. Economic criteria not used for allocating
_government investments among research and extension priorities and

" among other government provided services. Government investment in L

 activities more appropriate for the private sector.

4. Subsidies; Subsidies remain on credit, cotton, pest control and potassi:
. um fertilizer.  Subsidies are provided to publicly-owned enterprises in | o
~ agriculturaily-related industry. Consumer subsidies on basic foods.
Lack of a food stabilization program to minimize disruptions that may . o
arise from fluctuations in world prices as the new, free market system. - o
emerges. o

S.  Environment; Lack of environmental impact analy-sis'for' p_i;blic and S
- private investment. Lack of sound environmental policies for land
~ development, water use, and water quality. - Co

Progress in these policy areas is crucial for achieving an open and productive agricultural
sector. The aim is that a policy environment conducive to growth, characterized by open -
" markets, free market pricing, private competition and the absence of statccontrol and
intervention will be established. Price and marketing controls contribute to misallocation of

‘resources and inappropriate cropping patiems. Public enterprises are generally inefficient, .

~ are usually subsidized by the Treasury, and, therefore, unfairly compete with private

investors. Public institutions are characterized by redundant employment, poor management |

practices, and absence of appropriate employee incentives. Public investment lacks suitable

economic criteria. Food subsidies distort consumer decisicns and contribute to false price | -

signals to producers. Lack of environmental criteria for investment has led to seriously £
declining land, air, and water quality. : T e

(o) Technology. In Egypt, agricultural productivity, production and incomes are hmtedby L o
the availability and dissemination of appropriate technologies for production activities on the | -

farm, and for post harvest activities involving the storage, processing, and marketing of
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comtriodities. To date, USAID interventions in technology generation and adoption have- |
concentrated on the farmer. Much remains to be done in both areas. I

Relatively high levels of productivity and production already achieved for many crops in -
Egypt demonstrate that significant agricultural growth is possible. The near-universal - -
 availability of irrigation reduces farmers’ perception of risk associated with adoption of new

_technology. Land resousces are unusually well-suited for intensive cultivation practices and iR

- more efficient resource utilization.

Highly productive agriculture depends on 2 reliable flow of advanced technology. Contmual E o

- technological innovation is likewise important for improving the efficiency of post-harvest
handling, marketing and processing of agricultural commodities. Che

‘Because of the relétively' high levels of productivity and production airoéad'y-achieire{i-tin Lk
Egypt, the technological constraints on Egyptian agriculture are much more profuseand . |

complex (sophisticated) tha.. taose for the other developing countries and even those for =~ B
some parts of the developed world. However, the technological constrains for post-harvest - | L
handling, marketing and processing of agricultural commodities in Egypt are more character- |

istic of the developing world.

Huge poSt-harvest' losses and outdated and inefficient processing technologies characterize _ e

agriculturally-related industry in Egypt. Surveys conducted by the Egyptian Agricultural

Research Center indicate that post-harvest losses at the harvest point and in the wholesale and .

" retail markets for fruits and vegetables average close to 20 percent. Annual gross tonnage -
losses total approximately 400,000 metric tons for fruits and 1.4 million metric tons for -

" vegetables. These estimates do not include further losses that are incurred in processing. P

Losses for wheat and other grains may exceed 25 percent, most of which accrues at the

processing stage. Post harvest technological constraints are generally less complex than agri- : .
~ cultural production technology constraints and lend themselves to solution largely through . .~~~

~ adaptation of known technology.

The agricultural research system must be improved in order to resclve the most important
- problems that constrain Egyptian agriculture. Increased efficiency of wateruse canbe | .
attained through application of methods other than flood irrigation. On-farm water manage- | -
ment practices need improvement. A reduction in the use of chemical inputsmaybe
indicated both for improving economic efficiency and environmental management of .

agricultural production. Plant breeders will be challenged to develop genetic traits to.

- overcome problems that will arise as the intensive agriculture of Egypt becomes even: mére- o

intensive. A broad range of technical problems must be overcome to realize the huge
~ potential for aquaculture. S : : i

'I'_his's_cenai'io implies a more tightly focused research program thmughdut the resmrch o
system and greatly improved linkages among the primary organizations responsible for

agricultural research. The responsibilities of the research and extension systems are -
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presently dispérsed among various agencies without adequate emphasis on developing a |

rigorous national program. The present system is largely focused on the delta and old lands. P

Programs in support of the new lands (approximately 20 percent of the cultivated area) are
extremely weak.- | o - | SRR
Programs of research in the different government ministries are not integrated thhm the -
framework of a national agricultural research program. Consequently, there is considerable
overlap. Economic criteria are also absent as a guiéz for research investments at both the
macro and micro levels of research. There is considerable scope for merger of activities and -
programs and better linkages with Egyptian universities and among the national research -
“institutes. o - . S

The government’s long emphasis on planning and establishment of specific _commOditj ek
production targets has caused the agricultural research system to primarily address specific

concerns associated with meeting these production targets, rather than responding to the . - . S
specific needs of farmers and agribusiness. Commodity research should respond to market |

~'signals and gomparative advantage considerations much more than it does at present. .

Egyptian agriculture needs private sector research in the future. . The most dynamlc future o =

area of agricultural research will be biotechnology and genetic engineering of plants and

* animals. Throughout the world this has been largely private sector led or carried out by the g
public sector in partnership with the private sector. Egypt should provide the environment

and incentives for private sector research, in part by assuring the protection of any intellectu-

al property that results from such research. This and other incentives are largely absentat . .:__;, e

present. Thus, Egypt is overly dependent on the public sector research system for meeting .
the future technical needs of agricuture. | S

The agricultural research system is ‘rélatiVer jsolated from outreach mechanisms, which has 1 '_

reduced its effectiveness in both developing and disseminating technologies to farmers.
Currently, links between the agricultural research system and end-users are very weak and -
must be improved through reorientation of the traditional overcentralized and largely

 ineffective extension structure. Involvement of other public and private extension entities is . ¢

essential.

. Finally, in line with the liberalization of the agriculture sector, the agricultural re m,ch | T

system has to adjust to better serve and support the needs of private agribusiness. The

generation and-adaptation of new technologies for the future in the context of potentially o

emerging new markets for agricultural commodities is especially crucial.

c. Land and Water Resources. Egypt's fertle arable lands and its irrigation watersare

excellent resources for agriculture. However, these resource bases are already extensively-
exploited and the opportunities for incorporating additional quantities of either to expand
agricultural production are extremely limited. _ B
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~ The fertile land base (old lands in the Nile Valley and the Delta region) used by agnculture e
- is being reduced as population grows and urbanization pressures increase. These losses,  ; ’
" currently estimated to be approximately 30,000 acres per year, are alarming and crezte i
- remendous pressures to expand into new lands for both agricultural and other purposes.
" This raises serious and complex policy issues concerning land utilization; i.e., which land |

 should be maintained for agricuitural purposes and which should be developed for urban and
 industrial uses? Land reclamation fo1 agriculture is expensive and oftén the land lost to -
~ urbanization is agriculturally more productive than the newly reclaimed land. '

In response to the severe land limitations, development of new lands in the desert areas R
" within or close to the Nile valley and Delta region has been underway in some form for most
of the past 40 years. Over the past decade, about 600,000 added productive acres of new P
1and have been developed or only about double the annual loss of land to urbanization. The "
range of productivity of these new lands is great. In general, private sector led development,
primarily using groundwater, has resulted in the best outcome. Recent assessmentsand |
' studies indicate that further development of new lands (which is a very high priority of the -
- Government of Egypt) will require revised policies, new program approaches, greatty |
~ jmproved institutional support and significant added investments for technology development .
and transfer. : | . SRR

. For a very arid country like Egypt, the prime factor which makes land productive is.watel';f_.' L
* Water is the constraint for the further expansion of the land area under cultivation in Egypt. =~
. Expansion into new lands, while constrained by soil characteristics to a certain extent, is I° -
ultimately determined by the quantity of water available to irrigate the added néw land. | . -
“The Nile is the principal source of water for Egypt and su plies 95 percent of present water -
" requirements. - There is only limited room to add to the Nile water resource with further .
*exploitation of groundwater in very selected sites. Therefore, increasing the efficiency of .
. water use is crucial for improving agricultural productivity and production. - - B

" In 1990, estimated water resources available for Egypt totaled 63.5 billion cubic meters (55.5
from the River Nile, 0.5 from deep groundwater, 2.6 from Nile Valley and Delta groundwa- .~
~ter, 4.7 from agricultural drainage water, 0.2 from treated sewage). Estimated demand for = -
1990 totaled 59.2 billion cubic meters (49.7 for agriculture, 3.1 for municipal water, 4.6 for . ‘
* industrial, 1.8 for navigation). This would theoretically allow sufficient water for the '
 addition of 860,000 acres of new land over the near tezm. Long range water resource
~ planning and analysis has concentrated on how to optimize the efficiency of water use and - Uy
increase the quantity of water for the development of new lands. The most reasonable =
scenario for the year 2025 assumes that improved field irrigation efficiency, reuse of -
* agricultural drainage water and increased efficiency in urban and industrial use along with the
“completion of the first phase of the Jonglei canal in Sudan (which will increase water flow -
" through this swampy area and thus into Lake Nasser) will provide an aanual available water
 resource of 71.6 billion cubic meters. The estimated total demand would be 57.7 billion . =
cubic meters. The balance of 13.9 billion cubic meters would enable the addition of 2.38 = -
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million acres of new land. While this would amount to more than a 25 percent increase over

“current acreage, as indicated below, much needs to happen to convert these projections into. -
reality. ' ' . A ' EE

" Free provision of water for all users and an inadequately maintained water distribution '

N _system are serious impediments to water use efficiency. Water efficiency improvements DI R
would be greatly facilitated by an irrigation cost recovery program that would make the value |

of water a factor in the choice of crops that will be cultivated. Cost recovery is also Lo
required to provide for the large investments needed to adequately maintain and sustain the
system. In addition, befter management and institutional capability are needed to improve

the overall performance of the distribution system and increase water use efficiency atail . e

levels within the system.

Maintaining the required level of water quality for agricultural uses will also be an important. |

 determinant of water use efficiency and, thereby, agricultural productivity. The utility of -

water for agriculture (and other uses) is a function of its quality. Indications are that water SR
- quality is rapidly emerging as a serious constraint to agricultural productivity. Fertile lands ’

are being degraded by water logging and salinity. “The major concern is that declining water =
quality over this decade could dramatically reduce the reuse of agricultural, municipal and

" industrial drainage water. This would reduce both the productivity of old lands and capacity
to meet the growing demand for water for new lands development. o

_ ‘One scenario posits a poteﬁtial reduction in cultivated 'a.cr&ge of 10 to 12 percent b'y' u}é-_end s

~ of the decade, if water quality continues to decline at rates observed over the past decade. .~ |
The resultant loss of agricultural output would be about two percent of GDP, roughly $700-
million based on 1990 prices. One of the major constrzints to resolution of the water quality -
issue is lack of adequate information on levels, sources, and impacts of pollution. This .~ |
information must be collected and analyzed to better define the problems and their solutions. =
Then, appropriate programs and policy responses need to be put in place to assure and - ]
improve the water quality for increased water use efficiency. Toward this end, a majcz -
assessment of the water pollution problem is planned for 1992. T

The above constraints must be removed to achieve the much higher levels of water use

efficiency upon which the scenario for water resource management in 2025 is based. Also, 'i_t' b 3

is important to note the risks inherent in the assumptions upon which this scenario is based. -
‘In addition to the completion of the first phase of the Jonglei Canal, it assumes that the

pord

P T

present quality and quantity of Nile waiers flowing into Egypt will be maintained. The Nile 3%’
is a regional water source involving eight differeat African countries. The water availableto * |
Egypi could be affected by any number of events in these upstream countries. Thisrsk |

T e

serves to magnify the importance of attacking the constraints to increased. water use efficien- .- |
cy.- ' _ _ . e
(d) Institutions, While there is a role for government in maintaining a basic supportive - |
infrastructure—in the case of agriculture, such public infrastructure generally includes| .
research and extension services, main-system irrigation infrastructure and management,
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policy development, regulatory functions and data collection and dissemination—the state’s .

presence in Egyptian agriculture has reached untenable proportions. This extensive state -

- presence inhibited the establishment of strong privale sector institutions. At one point,the - | s .

state maintained absolute control of both inputs and outputs and owned outright all of the -~ |
marketing and processing facilities. The market system had virtually no role in the direction |
of decision making within public institutions. : R

" The Ministry of Agriculture and Land Reclamation and the Ministry of Public Works and
Water Resources are the two key ministries responsible for agricultural administration, aong

with 12 affiliated authorities or organizations. Two major rescarch centers, the Agricultural ‘

Research Center and the Water Research Center (comprised of over 30 research institutes

and central laboratories) and scores of production projects or activitics now organized into- . '{

three holding companies in preparation for privatization, also form part of the public .~
agricultural administration. - ' o R . ' T

A bloated bureaucracy developed over the last 40 years. Govemment structures and

organizations overlap, duplicate,-and operate with poor coordination within and between the Fa s

organizations. The system is overly centralized. ‘Decision making is slow. Implementation - | B
 of projects is cumbersome.. Program design and implementation do not respond adequately R

to regional or area specific problems.

" Massive over-staffing of the complex of organizations, poorly trained staff, mdmadeqmtc L

salaries and other iricentives characterizes the public agricultural administration. Slightly

more than a half million people (about 420,000 in the Ministry of Agricultureand Land | SR

bureaucracy. This is close to 10 percent of the agricultural labor force and 10 percentof . .

* total government employment. | - | AR

These organizations are unable to effectively discharge responsibilities and provide the
services that are appropriate for the public sector. A strongly vested. interest in continuing .
state control complicates the transition to new and appropriate government roles, The - . |~

agricuitural sector will not realize its full potential for growth unless this bloated and IR S

inefficient structure of agricultural administration is reoriented, greatly streamlined, imprd\f_ed < ; i

and reduced in size. Its future role should be to effectively conduct research, extend - - o
technology, p_rovide.regulatory‘ oversight, set rationale and appropriate policies, collect and -

 disseminate ‘data and marketing information, manage water delivery and oversee management -

" of 1and and water resources. . : : SREEEETE

As the state penetrated and controlled virtually all aspects of the agricultural sector, private ks
agribusiness, as known in the rest of the world, is seriously underdeveloped in Egypt: Egypt
sorely lacks the farm suppliers, processors, transporters, financiers, wholesalers, wewilers, |
traders, and exporters who normally comprise agribusiness. The absence of a dynamic |

agribusiness is a serious impediment for realizing the growth potential of Egyptian agn- .~ e

culture. There are, however, some indications that a favorable policy environment and the e B
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withdrawal of government from agribusiness activity will stimulate private sector interest and
‘reasonably rapid entry. As PBDAC has withdrawn from fertilizer distribution since 1991,
there are good indications that private distributors are taking over. “As rice trade was opened
1o the private sector in 1990, private rice exports surged. | | R

Thus, the aim of this strategy related to institutions is three fold. First, to change institu-

tional structures that retard growth by removing state controls and divesting public enterpris- R

~ es that have precluded widespread private sector entry and investment in agriculture. o

Second, to improve the functioning of government in its legitimate roles. Third, to develop -

~limited new roles for government, such as irrigation cost recovery and environmental -
management. | - . o

The USAID program with the Principle Bank for Development and Agxicultural Credit R

(PBDAC) illustrates the relationship between policy reform and the institutional adjustment - FREE

" required to achieve the intended benefit of policy reform. The divestment by PBDAC of its - I
- agricultural input monopely is proceeding well because the policy reform programis |
combined with direct assistance to the Bank for divestment of the input marketing activities.

This will lead to PBDAC’s total withdrawal from input marketing, divestment of appointed

assets, and a transition to a purely agricultural development bank.

' Rice is an excellent example of the progress in productivity that is possible when positive
‘policy change occurs in conjunction with the availability of technologies for increased
productivity. While the rice yield in Egypt is the highest in the world at 7.5 metric
tons/hectare, demonstration field yields in 1989 were in the 9.0 to 11.0 metric tons/hectare
range and research station yields approached 13.0 metric tons/hectare. Rice yields remained
relatively flat during the 1981 - 1986 period when statc intervention and price controls .~ -
. prevailed. Yields increased by 35 percent over the 1987 - 1991 period, during which state - |
- interventions were nearly totally removed and price controls lifted. Rice yields in Egypt ;

increased at about 9 percent annually, while rice yields worldwide were increasing at only - 5 . o

_ 1.9 percent annualty. With a continuing free market for rice and a rigorous research and
 technology transfer program that responds to the range of technical needs of even more .

intensive rice cultivation, the potential for large gains in productivity (35 to 50 percenty | o

remains quite high.

A contrary example is cotton. Over the past ten years, yields have fallen sharply. Very

negative price incentives have caused farmers to minimize their use of technical measures t0 . |

* improve productivity and to fail to follow the best crop management practices. Egypthasa -
very strong comparative advantage for the extra long staple and long staple varieties, the -
most valuable cotton varieties. Total state intervention and control of cotton caused produc-- -
tion of cotton to decline by 42 percent over the 1980 - 1990 period. Yields per acre declined -
from 7.18 to 5.21 seed kentars (158 kilogram measure), and cotton exports declined from
496,000 bales to 92,000 bales over this same period. Large increases in productivity would L

appear to be quickly possible, provided that the domestic cotton marke:, exporting and - -~ . |

processing of cotton are liberalized. Farmers would then be receptive to investing in =




. stability. Increased productivity and production in Egyptian agriculture will support their | . o
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~ improved seed and other technical practices that would improve productivity, and would |
" devote more land and water resources to the crop. ' S

" These two examples illustrate the close relationships among the fundamental constraints. Tn|

both examples, the policy environment influenced the extent of the application of technical |
_practices limiting the productivity of land and water. The weak institutions further limited |-

 the application of appropriate technology to agriculture. Thus, realizing the full benefit | :
‘from the remedies for a constraint will usually require progress in more than one of the areas . -
- of constraint. | S - | SRR

“The most crucil institutional change for improving agricultural productivity and production|

" is a greatly expanded private sector and a greatly reduced public sector. Continued policy =
reform is essential for creating the conditions essential for private sector entry and investment.
in agriculture. Institutional reforms must accompany policy reforms to assure the removal of *

 state controls and divestment of public sector enterprises that retard private sector invest- -
ment. Without appropriate and targeted institutional reform, primarily within the Ministries - n
of Agriculture and Land Reclamation and Public Works and Water Resources and their 1 -

' related authorities, the liberalization of the agricultural sector would only be partially . b E
‘successful. ' _ _ , ' U &

4. STRATEGIC OBJECTIVE.
o The strategic objective for the USAID agricultural program is:

. INCREASED PRODUCTIVITY, PRODUCTION, AND INCOMES INTHE |
AGRICULTURAL SECTOR. e e

" This strategic objective builds on the two most recent (1987 and 1989) statements for . | -
_ agriculture. Previous statements focused on increasing agricultural sector productivity by
‘increasing farm level production. This strategy includes specific aims for increasing |
incomes, both on farms and in agriculturally-related sing and marketing industries. It
seeks to balance the primary focus on agricultural production by addressing post-harvest | - R
" losses and handling, marketing and processing of agricultural commodities. T

The strategy assumes that there is potential for continued and steady growth in Egyptian

~ agriculture. Currently, it is estimated that Egyptian agriculture should be able to sustain an.
*annual growth rate of over four percent, as compared to the historical growth rate of approx- .
imately two percent (less than one percent during the last decade). | S EE

: : - arly ¢ 10 the achieveme he stability, free markets 3
prosperity aspects of the overall USAID strategic goal. The leadership of the Govefnﬁ:enf- of

Egypt considers £od security as crucial for maintaining domestic political and economic
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strategic goal and the attainment of Egypt’s commitment to assure an adequate _levef of food e
* security for its people. . - S O E

Liberalization of the agricultural sector, well underway with the USAID-supported agncultur- L

al policy reform program, will enable the development of fully free markets for agriculture. -
By virtue of the size of agriculture in the econromy of Egypt and the strong linkages with .
other sectors of the economy, the contribution to overall economic growth arising from
agriculture, resulting primarily from the establishment of free markets, should be substantial. -
Freeing prices will encourage farmers, buyers and processors of agricultural commodities to
invest in productivity enhancing capital and technological improvements, and over time - |

 should shift the sector toward the production of commodities for which Egypt has a eom'pai'a- i

 tive advantage. Increases in income in the agricultural sector will provide a significant and
_ broad-based contribution to the enhancement of Egypt’s long-term p_rosperity. [

s ; bgoal;_increased econom vth. Increased productivity and SR
production in the agricultural sector will result in sustained growth for the sectorand -
- contribute to overall growth of the economy. Likewise, increased incomes in agriculture will; -
. expand the demand for goods and services from the other sectors of the economy and propel .

2 measure of growth in these sectors. ;o i

agricultural production at the farm level and in agribusiness will provide theincreased |
purchasing power families and individuals need to improve their well-being. - - R

The objective is consistent with the -str'étegic directions the Government of Egyptmtends to
pursue over the 1990s. Preliminary indications are that the Government of Egypt’s agricul-

tural strategy for the 1990s will focus on an increase in agricultural productivity, output and : |
incomes through a more efficient use of Egypt’s limited water and land resources. Thedrive

~ for efficiency will likely proceed in the context of equity considerations. ‘Within this broad

objective, there will be several specific subgoals, These will likely include:  (a) conservation: !
of land and water resources; (b) food security; (¢) increased rural employment; (d) expansion.:

of land and water resources; and (¢) increased attention to environmental sustainability of

agricultural development. This strategy is being developed with technical assistance from the SR

We:ld Bank and will be completed in November 1992.

The realization of the strategic objective for the agricultural sector is dependent upon . [
successfully addressing over the 1990s the four key constraints discussed in Section 3.

" Collaboration with the other major donors (the World Bank in particular) will enhance the
 'USAID resources invested for the accomplishment of the strategic objective and such
collaboration should be high on the USAID agenda for agricultural development. | .
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5. PROGRAM OUTCOMES.

 The strategic objective for the agricultural sector will be accomplished if three broad e !

program outcomes are realized. Each of these program outcomes also addresses one Of mOre 5

of the key constraints to growth in the agricultural sector discussed in Section 3. The three | =
program outcomes are: AR

rega sed ||.

4 Kets .ang 1n
i The establishment of

( T Sha ‘agrcul . - S

competition and the removal of remaining state controls over agriculture will allow expanded - -

opportunities and provide the incentives required to improve agricultural productivity and .

increase production. Divestment of government input marketing, commodity marketing-and | 5

processing enterprises will allow significant opportunities for private sector (agribusiness) en-

try. Increased investment and improved efficiencies throughout the agricultural system will .

result. The substantial liberalization that occurred for the primary crops of rice, wheat, corm
- and berseem clover during the 1986 - 1990 period illustrates the positive impact of successful :
~ policy reform on productivity. During this period, the production of these crops increased
by 59 percent. In this same time period, complete state control over cotton continued. .
Cotton production, as would be expected, declined by 25 percent during 1986 - 1990. -

The assumption underpinning this program outcome is that the impact Of'cominue?d policy . o
reform will contribute to growth in agriculture through improved productivity, increased K

- production, and increased economic efficiency. Likewise, policy reforms that greatly expand Ra
the private sector’s share of agricultural processing and marketing would improve economic. . - -
efficiency and value added through increased competition. Free input markets with market - -

. pricing and private sector competition would also improve the productivity of the basic
agricultural inputs (fertilizer, chemicals, seed, machinery). For example, preliminary

estimates indicate that state controlled and subsidized fertilizer distribution resulted in a - R g

" substantial overuse of fertilizer, possibly approaching double the economically optimum = | R
~ level. S o AU EE R

* Estimates of the precise magnitude of expected gains from anticipated reforms must await' |

 completion of a series of sector studies. However, preliminary estimates of the potential - S

gains from four key policy reforms alone are indicative of the magnitude of net economic. | =
returns possible. Other potential gains, of course, include increased productivity of resourc- -
es, increased productivity in marketing and processing, budgetary savings from eliminating - E
" consumer and producer subsidies, and increased efficiency of public and private investment. -
Estimated annual net gains from four key policy reforms are: SR

" 1. Liberalization of the cotton market - L.E. 1.20 billion
" (net gains to farmers) ' o

2. Cotton export earnings - | L.E. 0.80 billion |
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3. Increased efficiency of 'L.E. 0.08 billion
investment in land reclamation o
4. Increased irrigatioh efficiency | L.E. 0.75 billion
Total net gains o " L.E. 2.83 billion

generated by reforms

Additionally, the GOE’s annual budget outlay for consumer and producer subﬂdws would be
reduced by LE 5 billion per year. : e

This program-outcome will be accomplished as policy reform and concomitant institutional -
reform is compieted to free input markets, remove remaining state production controls, =

" remove marketing and processing controls and divest the public enterprises active in input .
provision, marketing and processing. The most important single area for reform is cotton
because of the substantial comparative advantage Egypt has for extra long staple andfong -
staple cotton. A substantial domestic and foreign exchange income impact is possible if | .
production, marketing, processing and trade of cotton is liberalized. I R

Finaily, this program outcome will result in establishing a greatly expanded private agribusx— v
ness presence in the agricultural sector and a greatly diminished public sector. The public
sector will be restricted to appropriate supporting and service roles. S P

0 P1C: ] M ANy g 1O ) i DIOULCLIU]] DIOCESSIL AT
marketing of agricultural commoditics, Egyptian agriculture must become evea more =

" technology intensive over the 1990s. As described in Section 3, increased productivity and -
* production in Egyptian agriculture will depend on a reliable flow of advanced technology.
The development and adaptation of technology will also be crucial for reducing post-harvest -
Josses and improving productivity in the processing of agricultural commodities. =~ | e

Agricultural growth in Egypt, as for the rest of the world, will depend more and more on
yield-increasing technology of the “green revolution" type. As projected by the International =
Center for Agricultural Research in the Dry Areas (ICARDA), located in Syria, there will be -
little increase in the area of arable land in the Middie East. Therefore, the expanded food -
needs of the region must be met by new combinations of policy and technology to simulta-
neously increase land, water and labor productivity without damaging the environment. | . .

'ICARDA estimates that in the Middle East seventy percent of future gains in productivity -
and production will result from the application of new technology and only thirty percent =~ . -
from expansion of land and water resources. The potential for the expansion ‘of land and -
water resources in Egypt is significantly less than the ICARDA estimate of 30 percent for the -
region. The water resource scenario described in Section 3 would result in an increase in
water availability of approximately 13 percent by 2025, and in a total net land expansion of -
20 percent by 2025. Therefore, the portion of future gains that must result from the |
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applicaﬁon of new technology will be even higher for Egypt than projected for the most of L

the region.

“The agricultural research system must adjust its programs and establish a clear focus on the

most important impediment to increased productivity and growth. Economic considerations

should guide research investments as more focused programs are developed. Linkages

among users of technology and research institutions must be improved to assure that research . ' |
programs are responding to user problems and that the technology transfer process is timely .

and effective.

Investment in research and technology adzotation should be greatly expanded in thcaras of_ - D

post-harvest loss and handling and ag... ntural processing. The high level of post-harvest

loss and inefficiencies in processing provide opportunities to capture productivity gains and b |

significant economic returns. It wiil be important to foster new relationships between the
agricultural research system and the private sector. Additionally, incentives for the: private N

" sector to seek and adapt commercially available technologies and establish their own research e

capabilities must be provided.

© Inc _  land and ise for agriculture, Egypt's ﬁnitelandahd'wmf{

resource base will be under increasing pressure during the 1990s to accommodate the
~ growing population. Land and water resources are prime but limited assets that must be
more efficiently managed. Technical innovation and policy measures combined with -
institutional changes will be required to gain the increased fficiencies that are possible.
Water efficiency improvements must occur 0 provide the water needs for further intensi-

' fication of agriculture and new lands expansion. Water saving technologies will need to be =

developed. Most crucial for improving the efficiency of water use is establishingan
irrigation cost recovery program so that the cost of water become an integral part of the

* calculus for crop sclection by farmers. Cost recovery, of course, also contributes to overall | e

system operating efficiency by enabling appropriate maintenance procedures.

Improved'_insﬁtutional arrangements involving both the Ministry of Agriculture and Land :
Reclamation and the Ministry of Public Works and Water Resources and local level water

. user associations are essential for increasing water efficiency at the farm level. Coordination o

of extension efforts concerning recommendations on water requirements by crop isan - |
- example of required institutional collaboration. A significant portion of the added water
availability forecast for 2025 is premised on achieving increased on-farm water use efficien-
" ¢y. . Liberalization of the agricultural sector coupled with an appropriate cost paid for water -

by users should also result in improved efficiency of water use. Shifts that will occur in . | —

crop production under open market conditions will reflect changes in water costs as well as .
‘crop and factor price increases. Therefore, incentives 0 save water would be established. i

Policy measures and program approaches should also support economicauy-sbund mvestment o
in new _lan_ds development and intensification of the agricultural use of the old lands ir the |
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Nile Valley and Delta region.

The environmental quality of land and water must be maintained to assure that past gains in

agricultural productivity are maintained and that significant opportunities for increased

*agricultural productivity and production are not lost. Water quality is crucial and is presently ‘-
the most in jeopardy. Both technical and policy responses will be needed to protect the

quality of Egypt’s water. o L

These three program outcomes were selected and focused on the most critical elementsfor o L

achieving the strategic objective. They address the four basis constraints to growthin
.agriculture. Not included as a separate program outcome is the public sector institutional
reforms needed to enable accomplishment of the program outcomes. Within each of the -
three program outcomes, carefully focused institutional reforms are necessary. These -

reforms will include terminating existing public sector functions as the private sector expands o

in agriculture, and improving legitimate public sector functions.

The most important public sector institutional reforms are: (1) divesting public mterpnsa of B
their production and marketing functions, (2) reforming the “line ministry units to remove | -

redundancy, establish an inccative system to increase productivity and reorganize to better
* deliver those services appropriate for the public sector, (3) increasing ‘h¢ technical and =

managerial capacity of regulatory bodies to oversee private sector activity in agriculture, and o j:“ |

(4) fostering coordination of Ministry of Agriculture and Land Reclamation and Ministry of !
Public Works and Water Resources activities in matters concerning cross-cutting issues such -
as technical transfer. Priority activities thus far identified include divestiture of the markst-
_ ing functions of PBDAC, privatization of seed processing plants, focussing research on

priority problems of private sector agriculture, reforming the public system for recovery of - BE
irrigation costs, and improving the environmental management of Egypt's land and water |

. TesQurces.

6. PROGRAM CONTENT.

The programs for achieving the strategic objective defined in Section 4 and the program
outcomes described in Section 5 will be comprised of both new activities and continuation of -
selected elements of ongoing USAID agricultural programs. The latter will be developed -
_ into new. programs during the 1992-1994 period. : S o '

The strategic objective addresses post-production concerns as well as farm-level wnstmints. e

~ New program activities will be selected and developed for the primary post-production areas | o
(post-harvest loss and handling, marketing and processing) that offer profitable opportunities | o

to improve productivity and contribute to the growth of Egyptian agriculture.

- The piograms thus developed will comprise the USAID agriculture program for at least the
remainder of this decade. S
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' The selection of program activities is based on the following premises: .

@  Program consolidation and focus. This is consistent with the AID strategic -
management initiative and Mission management directions. R DRI S
The three ongoing programs (Agricultural Production and Credit, = |
Irrigation Management Systems, and National Agricultural Research) = . .
are composad of a total of 17 individual components. The lifeof |
project funding level for these components ranges from $8 millionto
$143 million. : I S

L . “The present total of 17 components will be reduced to five or six units. |

| o These new management units will in all likelihood be separate bilateral |

R R projects instead of a continuation of the current umbrella program - |

n S approach. Fewer, smaller and separate bilateral projects will enable . | .
both focused and simplified management, in contrast {0 past experienc-
es with umbrella projects. : A

; ~  ©  ® Modification of ongoing programs. Selected activities ofthethree -
] ;. " ongoing programs will be continued into the new programs o beestab- | -
lished during the 1992-1994 period. These will be modified oradjusted | .
to prepare for the transition to the new programs as soon as possible. e
This will allow for a rapid transition to the implementation of program |
activities that would more directly support the three program outcomes.
The ongoing policy reform program is already being modified to
facilitate the transition to the new program. ' L

' (©  Eocus on institutional utilization. Since 1975 very substantial invest- -
ments have been made to strengthen and improve Egypt's agricultural [ -
institutions. Infrastructure, training and equipment provided to Egypt | . / |
through USAID agricultural programs over the past 17 years greatly -

" exceeded the levels of investment in institutional development madein - |
most other AID recipient countries. Effective utilization of this'en- - S
hanced capacity will be the focus of the new strategy. Limitedand |
targeted support for institutional improvement and policy-level insti- I
tutional reform to deal with removing constraints will be provided. |

The following sections describe the proposed program for achieving the throe program out-

~ comes. The individual activities described for each program outcome represent those areas
~ which would provide the greatest possible contribution toward accomplishment of the strate-

 gic objective, within the probable level of resources that will be available to finance them.

(@) Liberatized product and input markets and increased private sector sh;ré.-o_f agncultur» |
al processing and marketing. - | | LA N
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Policy and institutional reform will be the centerpiece of the strategy. A new program will R

~ be developed and designed during FY 1992 and 1993. It will expand on the impressive. -
agricultural policy reform progress accomplished under the Agricultural Production and -
Credit project. The completion of the policy reform benchmarks under Tranches Vand VI
of the current program, the planned development of an additional Tranche within the current .
program’s Memorandum of Understanding and the new follow-on policy reform program i
comprise the essential program elements. ‘ | - o

The follow-on program will inciude the areas detailed in Section 3 for addressing the = )
 primary policy constraints to growth. Thesc are pricing and marketing, private investment o
and privatization, production and consumer subsidies, public investment efficiency, and
environmental aspects of land and water management policies. -

® Impio’ved technologies develdped and adopted for the producﬁon, processi 'n'g and IR E

- -marketing of agricultural commodities.

A focused agricultural research and technology transfer activity will be developed asa -
follow-on to the National Agricultural Research project when it concludes in September . . . =
1994, A second new activity will be designed to assist agribusiness to develop and adopt © .
technologies for improving the post-production handling, marketing and processing of

~ agricultural commodities. The National Agricultural Research project will be edin E s

focus over the time remaining until its conclusion in 1994. The focus will be on activities

that will provide benefit and impact by 1994 and those activities that will continue inthe

follow-on project.

The new program activity for research and technology transfer will establish research, S
programs aimed at solving the most critical problems impeding productivity and production. .

in Egyptian agriculture. These research programs will be based primarily on producer . .
“needs. - They will focus increasingly on a mix of crops and commodities that reflect Egypt’s -

comparative advantage in an environment that is responsive to free market prices. A' B

principal aim will be to develop strong linkages with farmer users.

Expanded inthmeni in research and development will be aimed at higher value frmts and o o
vegetables and other crops important in new lands cultivation. Resources will alsobe - [

provided to assure the maintenance of rigorous programs for the primary cereal crops 5
(wheat, rice, maize) and to reinvigorate the cotton research program. The current programs =
to support collaborative research relationships with the U.S. and the international agricultural -

research centers would continue, as it will be essential for Egypt to maintain and broaden its - D

external link-ages. This will likely be the centerpiece of the research element of the new .
program. Most of the technology that will be appropriate to address the problems of -
Egyptian agriculture (both production and post-production problems) will be adapted from"
elsewhere in the world. B ' . : ' B EOR
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The technology transfer or extension focus will be on restructuring the extension system It cod

should be increasingly characterized by a smaller, more effective core of staff operating - -
through a network of regional research and extension centers. The centers in turn must.
collaborate with various other public and private research and extension entities. |

The research and technology transfer program will be broadened to include post-productlon B
concerns (post-harvest losses and handling, marketing and processing). A scparate new .

-program ac_:tiyity will be developed to specifically work with agribusiness on these problems. e

| (cj : Increased efficiency of land and water use for agxidulture. '

The Irrigation and Management System project provides major investments in techniblog‘y.; | R

transfer (telemetry 2nd communications system, computer based models, ‘automated:data

bases, high technology mapping capability), research, and human resource development toi'_'_'_'- I .1  :
enable improved management of Egypt’s irrigation system from the Aswan High Dam to the | -

lowest level in the system. This project has been underway since 1981 with a major addition | -

of new activities in 1988. However, as the project moves toward its 1995 PACD, its breadth!

* will be substantially reduced by the phase-out of support for most of the project components |

‘while mg remainder will be fine tuned and consolidated.

 The new program will include one set of activities tightly geared to develop increased water | e
use efficiency and another concerned primarily with improving land utilization. Activitiesin| .= - .

~ each of these two areas of focus will be cross-cutting, with impacts on both land and water | S
use efficiency. | | | o T

The set of program activities focusing on water use in agriculture will include a continuation |

of three activities initiated under the Irrigation Management System project - irrigation

improvemeat, cost recovery, and the Water Research Center - plus an activity to improve
proficiency in the application of the high technology management tools developed under the - *
current Irrigation Management System project. Building on the experience gained from the SRR
Trrigation Management System irrigation improvement component, the rate at which farmers =

~ gain access to irrigation improvements will be increased by improving delivery systems,
~~ water users associations and promoting on-farm water management techniques. =~

Development of a cost recovery policy will contribute to water use efficiency. It will put in I o

- place an institutional framework for implementation. The policies and institutional mecha-
nism will easure the sustainability of increased water use efficiency. | RS |

Finally, 2 modest activity to assure that the substantial investments provided underthe

Irrigation Management System project for improvement of the overall system management | S

are effectively used in the future. Improved overall management of the irrigation system is o |
an important determinant of the level of efficiency in the Nile water system. I

An elemeht concerned with land utilization in both old and new areas wﬂl also bemcluded m
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| the.program provided that the new lands assessment planned for 1992 ideatifies pronusmg Lo
interventions. Preference will be given to policy or program type interventions that'will =~ - -
assist the GOE to maximize returns to investment in land reciamation. SRR

The program content herein outlined, toward mhzmg the three program outcomes, will

“include activities supporting the emerging USAID environmental strategy. These activiies:
would include improved water quality for irrigation, and possibly reduced and more efficient =
use of chemicals for agricultural production and policy measures that concern both old and =
“new lands development and management. - - IR R

Institutional reform and institutional utilization will form an integral part of each program - -
~ element. The policy program will be the tool for reducing institutional reform, and eachof | -
 the three program elements will incorporate one o1 more of the three reform types identified |
- above in Section 5 into project design. For examples, restructuring of the Agricultural |
_ ‘Research Center to facilitate research for the private sector, increasing the managerial

" capacity of the Ministry of ublic

Works and Water Resources to incorporate cost recovery |

~ programs, and divesting several public enterprises of their marketing and processing activities| E

will be part and pa;eel of the new program elements.

I summary, by 1995, the three ongoing programs ‘(Agricultur_il Production and Credlt, B
Irrigation Management Systems, National Agricultural Research) will be completed. A R

~ broadened agricultural policy and

institutional reform program will be underway and new, | o

" focused programs will be in place for technology development and transfer, post:production | . -
~technology development and transfer for agribusiness, and water arnd land development and - R
‘management. Targeted environmental activities and institutional reforms will be included

- within these new programs.

The specific indicators and targets which are intended to measure progress toward outeomes o
will be contained in an auxiliary document. ' - o AR D



TABLE (1)
EGYPT: ANNUAL CHANGEIN
REAL GDP; TOTAL NATIONAL

 ANDAGRICULTURE;

 1980/81 - 1990/91 *

TOTAL - AGRICULTURE

1980/81 . e
- 1981/82 | 8.08 | 188
1982/83 | 1389 2109
1983/84 260 o (2.88)
- 1984/85 N 6.99 o8
1985/86 o 1.09 . ses
190687 631  1e2e
1987/68  °° 750 @
i1988/89  *° (16.98) . U (14.63)
1989190  *° (8.13) - (1.92)
1990191 v 1831 . _sar

* The Growth sates: over the period 1980/81 - 1990/91 for total re'ai-?GDP. o
and r_sal Agr. GOP were 1.1% and 0.8%, respectively. L

**  Preliminary data

SOURCE: Collected and calculated from Ministry of Planning & intermational -

Cooperation (MPIC), Center for Information & Documentation, Statistics
Department; Series of Statistic Studies - 3, from 1960/81 fo 1986/87; and © |

" preliminary data from 1987/88 to 1990/91. B

 USAIVAGR
s .

3/18/92 :

ANNUAL PERCENTAGE CHANGE IN REALGDP| |




~ TABLE {(2)
EGYPT: AGRICULTURAL GDP
'AS A PERCENTAGE OF TOTAL GDP,
~ 1980/81 - 1990/91

| AGRICULTURAL GDP
YEAR | AS A PERCENTAGE OF
' | TOTAL GDP,

© 1980/81 -' - 203
- 1981/82 - 194
1982182 " 203
1983/84 S _ 193
1984/85 . 18.2
1985/86 o 19.0
1986/87 | 20.8
1987/88  * 18.9
1988/89  ° - - 19.4
1989/90 . .7 19.4

- 4990/91 . : 17.3_
. Pre_lirninar_y data

 SOURCE: Collected and caicuiated from Ministry of Planning & Intemational S
: Cooperation (MPIC), Center for informaiion & Documentation, Statistics - .

Department; Saries of Statistic Studies - 3, from 1980/80 to 1986%7;and | SR

preliminary data from 1987/88 to 1990/91.

USAID/AGR
CARD
3/18/92




" EGYPT: NOMINAL VALUE OF TOTAL
AND AGRICULTURAL EXPORTS,

TABLE (3)

1980/81 - 1989/90

m

TOTAL

AGRICULTURE

AGRICULTUREAS |
APERCENTAGEOF |

 1980/81
- 1981/82
1982/83

1983/84

1984/85
1985/86

19886/87
1987/88
1968/89

1989/90

" LE'000,000

2,395
1,988
2,203
2,190
2,802

2,451
2,062
3,408
5,140
8,665

LE'000,000 .

464
71
464
183
151
150
563
703
1,060
1,302

% S

sal o

56
61

206

206
195

. The Growth rates over the period 1980/81 - 1990/91 for real total exports’ -
and real Agr. exports were -1.8% and -1.1%. respectively. AT .

 SOURCE: Collected and calculamd from CAPMAS.

. USAID/AGR
318782




TABLE (4)

EGYPT Nomlnal Value of Agrlcultural Exports
Cotton & Cotton fabrics, Rice, Vegetables and Frunts |

| : 1980!81 - 1989/90
| | Cotton & | Vegétables | Fruits
- ~ Cotton ~ Rice | ' - .
B Fabrics (milled) Potato Oth. Vgg_,- Cltrus Oth. Fr.
Nom. Val. Nom. Val. Nom. Val. Nom Val. Nom. Val. Nom. Val.
(LE'000) (LE'000) (LE'000) (LE'000) (LE'000) (LE'000)
1980/81 419,717 25,815 26,659 20,816 33,376 788
'1981/82 410,699 23,255 28,487 17,573 38,133 1920
1 1982/83 469,055 7,442 20,560 31,693 46,723 851
1983/84 591,695 15,761 27,626 20,728 51,881 1,799
1984/85 662,725 4,065 17,995 22,153 54,385 1,485
1985/86 765,711 7,000 15,834 - 23,593 43,738 3,300
1986/87 739,690 27,452 31,715 23,692 79,372 3,244
. 1987/88 - - 864,591 28,079 = 55,786 19,038 139,376 4,076
- 1988/89 840,354 18,923 53,982 22,380 116,000 4,051
1989/90 587,164 30,152 67,407 32,585 188,623 12,871

i The: Growth rates -over the period 1980/81 .- 11990/91_for. real values . of. exports 'ware as follows: 'cotton &
collon fabricq -3 4%. Hice -4. 2%, polato 1 7%, olher veg --5 5%. cilrus 1.4% and other fruns 5.6% |
R U '-“,_ USAKMAGH

e b

- CAFD

o 3_/__1__319_2.___




TABLE (5)

o EGYPT NOMINAL VALUE OF TOTAL

IMPORTS AND FOOD IMPORTS,
1980/81 - 1989/90

Impoi’ts

FOOD

LE'000,000

FOOD IMPORTS

| asapemcentace |
OF TOTALIMPORTS |

1980/81
1981/82
1982/83

1983/84

1984/85
1985/86

1986/87

1 ssrlaa '

_ 1988189

: 1989!90- o

LE'000,000

4,103
6,228
7,274
7,154
7,235
6,960
8,467

14,458
18,192
21 ,osz |

1,118
1 ,808
2,042
1,770
1,943
2,143
©2,403
3,767
4,547
6,834

22
200
81

247
289

284
261
281 |

* The Growth rates over the period 1580/81 -

and reai food nmpons were 0.2% and 0.6%. respectwely

SOURCE. Colbcbd and calculated fom CAPM’AS.

1990/91 for real total |rnports -

USAIDVAGR
. 3118i8z -




TABLE (6.1)

EGYPT Nominal Value of Food Imports
~ Wheat, Wheat Flour, Corn, Lentlls, o
Broad Beans and Fruits

| . . 1980/81 - _1989/90
R - Wheat ~ Wheat ~ Corn Lentlil Broad Frults
R : Flour__ | | Bean _

- Nom. Val. Nom. Val. " Nom.Val. | | Nom.Val. ‘Nom. Val. Nom. Val.

(LE'000) | | (LE'000) (LE'000) (LE'000) (LE'000) (LE"000)
1980/81 679,590 = 280,503 186,336 22,825 19,808 2,079
1981/82 653,689 . 221,168 152,576 34,133 21,873 6,194

. 1982/83 583,691 - 243,663 193,828 29,512 2,456 14,981

. 1983/84 665,087 266,924 221,828 14,281 0 6,808
. 1984/85 571,864 285,836 203,888 4,101 0o 4,753
1985/86 527,073 234,312 230,808 12,358 0 95
1986/87 432,795 190,313 193,167 53,651 0 2,866
- "1987/88 460,295 161,472 = 223,517 50,163 2,772 - 11,594
'1988/89 864,900 227,613 167,682 - 60,869 0 . 7,648
| 1939:90 1,730,831 444,876 155,558 _ 21,863 0 __ 15,604

“The Growth rates over lhe period 1980/81 - :-1990/91 - for real values of- imporls were as follows: -

': ‘Wheat -4, 4%, wheat flour -6. 2%, corn -6. 6%. lentil. -3 5%. broad bean —17 2% and fruits -3 4%

SOUH CE . APMAS-* e

usmomehfcmo_:
3118192



TABLE(62)

EGYPT Nominal Value of Food Imports
Red Meat, Poultry, Fish, Egg, Milk

" and Vegetable Oil
1980/81 - 1989/90

o Red Meat Poultry . Fish Eqg Mk Vegetable

Nom. Val. Nom. Val. Nom. Val. Nom. Val. 'Nom. Val. “Nom. Val.

(LE'000) (LE'000) (LE'000) (LE'000) (LE'000) _ (LE'000)
1980/81 134,767 56,910 22,692 3,237 1,062 26,716
1981/82 186,679 80,228 32,848 8,787 836 23,877
1982/83 127,063 37,528 44,148 14,832 - 1,350 28,950
1983/84 225,223 84,364 52,726 8,960 1,502 28,459
1984/85 - 222,857 86,409 42,049 12,337 674 37,302
1985/86 255,038 48,714 47,448 13,960 7 47,255
- 1986/87 307,942 69,654 46,741 4,541 0 107,030
- 1987/88 = 356,935 77,696 84,421 14,709 0 157,912
- 1988/89 - 455,544 25,990 102 253 14,350 0 309,904
1 989/90 '831 540 12,948 173,066 1, 214 0 26_6.242
~ The Growth rates over the period 1980/81 - - 1990/91 for real values of imporls were. as fo||ows o

 red meat 1 1%. poultry -11 4%. tlsh 1 2%. egg -8. 4%. mitk -22 2% and veg. oil 7%. USAlD/AGR

¥ SOU_RCE: -CAPMAS e

_-3129/92




TABLE (7) ._
EGYPT Area Production and Yield, Major Crops, 1980, 1985 & 1990

| 1980 10 RTITH II 1090 .J

Crop / Seanon | [ Arms | [ Prosveon | [ view | e "] [rosvetien u Viewd ||. oy | v | T 008

IWlnlot Crops: I

Barley

Broad Bean
Berseam (Clover)
Chickpea

Flax (seed)
Gartic

Garlic Intercroppad
Leniil

Luplno _

Sugar Beet
Wheat

ISumm« Crops: ]

Ground nuts
Corn (Summers+Nili)
Onion

Onion (intercroppad)

Rice-Paddy (S. + N)
Sesame

Sorghum (S. + N.)
Soybnn :

|Pormnn0n| Crogaj

..Cotton. ...

: Su'gar'ca'n_'ol, -

Vegetables: | -

_Tomaloes (W.4S.4N)

40,122

102,793

-1,138.808

7,267
28,408
€,906

6,390
4,476

nla

566,995

11,949
800,440
- 21,439

. 408374

. 16,227
172,234

34,762

522,701
sz

139022

287

52,332

278

106,961 145,344
212,872 207 119,579 301,831 252
000 - 1,192,968 . 0.00
11,069 1.52 7,849 12419 1.58
34,047 120 16,495 20,709 128
134,064 19.41 - 3,528 63,904 18.11
65,047 29,540
6,517 1.02 0,368 13,481 1.64
7,545 1.69 6,591 11,772 179
 nim nia 17,081 577,084 3.67
1,796,438 3 496,088 1,872,390 376
25,540 214 11,824 22992 194
3,231,075 404 804,062 3,688,462 458
399,305 16.63 17,567 352,148 20,05
- 168,228 : _ . 432018 L
2,384,102 584 368,467 2,311,204 595
15,918 0.98 9,079 9171 . 1.0
642,522 an 142,760 547,154 K<)
92,3717 266 50,000 139,784 200
1,408,267 . 269. 454024 1,156800
.6,618,3%3 - - 8127 105002 9,683,921 Y-
1,213,807 1728 74440 1,478229 1906
2467793 . N

= ‘..“_.92{‘: =

3575953

53416

120,085
127,214 374,762
1,031,748
5571 10,269
12,905 18,574
81! 140,028
| . 45433
5,684 11,743
3,190 6.110
14,317 574,745
820,972 | 4,260,049
12,310 26,255
829,842 4,798,634
14,308 312,070
_ 630,719
435,74 3,187,421
17,719 21,202
134,139 629,838
41,380 106,890
417,080 814911
110540 11095.282.
79631 1,837,807
' 155 mo'_' :

I (Hctare) | L qm. Tow) IF (MT/Ha) ]l (Hoctere)_ ]I (M. Tons) IF (W) Il (Hestere) JI (M. Tons) ]I:_lufﬂﬂ_l

242
295
0.00
108
1.20
2254

2.00
192
40.14
520

213
870
218%

127
120
469
258

aar



TABLE(81)

EGYPT FOOD PRODUCTION, IMPORT AND CONSUMPTION

1980/81

- Commodity

| Q’uaiultv {’000 Metrlc- Tons)

Production

_COnsumptI(m

Per - capita
Consumption,

Wheat & Wheat Fiour (1)

Corn

Rice

Broad Beans
Lentlis
Frults
Vegetables
Red Meat
“Poultry
Fish

- Ego

3 Milk

- Veg. Oll

" Suger (relln)

{(2)

1,589
3,308

1,536
208

. 5_
1,883
8,024
204

122
139
2,118
e
gag e

- Import

6,362
1,294

70
55
5
23

103

56
73

7
214

7,002
2,983
1,359

201
66
1,564
6,826
385
171

205
2,144
1,929

Kk.g/person
172
73

33
5
2
- 38
- 166

»

- 52
47

Production
as a percent ol
Consumption

22
1N

13

103

120
18
76
8
68
99
100
28
=gy

W Flour odul'u’limt

| USADIAGR

3/30/92




| TABLE(BZ) | |
EGYPT: FOOD PRODUCTION, IMPORT AND consummon
 1984/85 -

_Quantity (000 'Metrlc' To_mi) 1| per - capita Production
Commodity | SN . Consumption, | | as & percent of

Production || _Import || Consumption || k.g/person || Consumption

Wheat & Wheat Flour ) 1,535 5434 7,836 171 20
Corn - 3,686 1,625 3,707 81 99
Rice @) 1,588 o 1,488 32 107
Broad Beans 302 0 . 266 6 13
Lenilis P R K 13 2 1 40
Frults | 2,441 5 2012 44 121
Vegetables 9,807 a7 8,448 104 116
Red Meat - . s11 154 651 14 79
Poultry B 7 7 S { . 522 1 - 86
Fish | 10 108 302 7 63
Eg¢ 2902 MM 2055 es 100
MUk 2087 1T 2088 48 100
Veg. on 19 &8 s 12 2




\}-ﬁvi"

TABLE(83)

EGYPT FOOD PRODUCTION, IMPORT AND CONSUMPTION

1989/90

Commodity

Quanlltv {000 Me(rlc Tons)

Production

import

Consumption

Per - capita
Consumption,

Wheat & Wheat Flour (1)

Corn

Rice (2)
Broad Besns
Lentiis

- Frults

Vogo_tables
Red Meat

_'Pou'ltry o

Fish
Egg

Mk B
_Veg.. OII

3,500
4,799
2,176

375

12

4,976
10,355
539

412

277

3,801

. 2,119_7”

170

1,230
0
0

27
4
31
149

139

6,192

9,591
4,081

1M

- 266
41

4,310
8,929

418
412
3,727
2178

183
78
38

e

1
82
170
13
8

8
4l

Production
as a percent of

k.g/person |

. 42

Consumption

36
118
110

141
28
115
116
78
99
67
102
100
38
gy

---~---m Flour equivalent o R IS
(2) Mied rice .qumm“ - B A A T e S T TS SE R

3/30/92



Domest-c Investment

Table (9.1)
~ Egypt: Gross Fixed

(current prlces, in LE'OOO 000)

Year

Public

Private

- Sector

'Naﬂonal'

1984/85

 1985/86
. 1986/87

1987/88

1988/89

1989/90

Sector

52083
5621.4

5.819.0
7,377.7
8,478.8
© 11,185.1

14,534.2

1,666.8

12,065.8
2,573.0

3,4445

42370
5,1313
7,206.0

Total

Percent

6.965.1
- 7,687.2
83920
108222
12,715.8
16,3164

' P.rlvet_e

Sector :

B TR
w7

1990/91

SOURCE: Minuistry of Planning |

21.740.2

L

Lk



| " Table (9.2) |
”Egypt: Fixed Domestic lmiestment- |
! in the Agrlcultural Sector,
(current prices, In :LE'OO0,000) . :

public | | Private || Totar || Percent i |

Year | { Sector _Sector Agr. ector | .fp.-w.“g Sector.  . :;.f?f

1984/88 4234 2470 | 6704' - 3.8
1985/86 5332 o327 7689 3fo_.'4'__ s
1986/87  s2 3700 922 40 |
1987/88 7021 4200 11221 w74
jose/i89 880 5040 13420 376
1989/90 9511 7400 16914 48
1990/91 10027 10500 21427 '-_490' S

* The Agncultural Sector mcludes Ministries of Agnculture and lrngat:on

SOURCE: Mmmstry of Planmng |




. Table (9.3)
l‘-.:gypt Gross Fixad Domestic Invesiment,

SOUFICE Minlotty ol Plannlng

‘curyent prices, in LE'000,000)
T | 1L . ooaga_g__uﬁsgcrons ]
Towl Sub-- Sub- - L ' o :
. Domestic Total . Toisd Sub-Totst | | Aﬂultuul Seclors | [ industry | { Petroleum _ .
YEAR- Sector invest. Service Distrib- || Comm- | . ond and ite . Etects
~ ment " Sectors ullon - odity Ag.&L. || wr. & D. | | Sub-Total Mining products ticity
3 1 |_Sectors Sectors | | Rec. Sec I Sector | Sect. | | Sectors ] | Sectors Sectors
1984/85  Pubiic 5,208.3  1,060.1 11,7329 = 2,496.3 163.1 260.3 423.4 1,103.4 3413 144.6 - 483.8
Priv. - 1,666.0 809.7  110.1 657.0 2240 23,0 - 2470 353.0 0.0 50.0 7.0
Total 6,965.1. 1.068.8 . 1,843.0  3,153.3 387.1 2833 670.4 1,456.4 341.3 104.6  490.6
xm Priv. Sec. 23.8% 45.7% - 8.0% 20.8% 57.9% 1% 26.0% 24.2%. = 0.0% 25.7% 1.4%
1985/86  Public '5,621.4 1,270.4 1.8690.7  2,661.3 191.1 3421 $33.2 11718 2789 123.4 5740
Priv. 2,065.8 1,316.6 122.4 628.8  202.0 -30.7 232.7.  330.8 0.0 45.0 83
Total . 7,687.2 2,587.0 11,7921 3,308.1 303.1 372.8 765.8  1,511.8 '278.9 - 160.4 503.3
% In Priv. Sec. 26.0% 60.9% 6.0% 18.9% 51.4%  0.2%  30.4% 22.5% . 0.0% 26.7% 1.6%
1986/87 Public 5,819.0 1,400.7 1,723.7  2,685.6 160.6  371.6 532.2 1,185.8 252.1 135.3 580.2
Priv, 2,5873.0 1,518.3 171.3 . 8834  200.0 71.0  370.0 4370 0.0  65.0 11.4
Total - 8,392.0  2,828.0  1,805.0 3,589.0 459.6 442.8 902.2  1,622.8 252.1 200.3 501.8
% In Priv. Sec. 30.7% 51.9% - 9.0% 24.0% 65.1% - 16.0% 41.0% 260% - 0.0% 32.5% 1.9%
1087/88  Public 7,377.7 1,6658 2,320.0 33721 . 206.5 495.6 702.1  1,493.4 '180.4 119.6 876.6
Priv. 3,444.5 1,621.5  353.0 1,470.0  420.0 0.0 420.0 950.0 9.0 1100.0 . 0.0
Totel 10,8022.2 ~  3,307.1 2,673.0  4,042.1 626.5 4056 1,122.1 2,443 .4 180.4 219.8 876.8
% in Priv, Sec. 31.0% - 40.0% 13.2% 30.4% 67.0% 0.0% 37.4% 30.0% 0.0% | 48.6% 0.0%
1988/89 Public. = 84788 2,087.0 2,039.1 43727 2177 620.3 836.0 = 1,818.1 142.9 155.4 1,420.3
- Priv. 4237.0  1,042.0 = 346.0  1,0400 5040 - - 00 - 8040 1,300.0 0.0 '145.0 0.0
Toinl 12,7158  4,000.0 2,385.1  6,321.7 721.7 620.3°  1,3420 3,116 - 142.9 300.4 1,420.3
% in Priv, Sec. 33.3% 40.4%  146%  208%  69.0% 0.0% 17.6% 411.7% 0.0%  45.3% 0.0%
1900/90 ‘Public 11,1881 ' 2,520.8 3,080.3 55660 2852  665.9 951.1 2,232.5  130.7 171.7 2,071.0
Priv. 85,1313 11,6243 7320 27750 = 740.0 00 7400 - 1,085.0 - 0.0 18000 0.0
C Toi . 16,316.4 4,954.1 36213  0,341.0  1,025.2 665.9 1,801.1  4,087.5  139.7 . 351.7 . 2,071.0
% In Priv. Sec. 31.4% . I0a%N 19.2% . 333% . 722% - 0.0% 42e% 45.4% 0.0% 51.2%  0.0%
1000191 Pubuc-f' 14.534.2 3,159 - 4,0900.2 - 7,283.1 2069 7058 - 1,002.7  2,238.2 2050  223.0 - 3,434.2
o CPriv. . 7,206.0 2,499.0 . 8650 30420 11,0800 00 - 1,050.0 = 2,500.0 0.0 2020 00
_ Total 21,7402 5,650.0 4,964.2 . 11,125.1  1,3469 7958 2, 1427 47382 2050 5150 3,434.2
mg Pm. 33,1% 35 2% 17.4% :u B% __ 700% 00% qo 0% :%" L 0.0% ss 7% 'o‘im’ '

L 3I30!92



