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This USAID agricultural strategy statement represents a fdter evolution of the 1987 I 

strategy and 1989 strategy update statements for the agridnual scctar. It reflects Egypt's 
commitment to macro economic policy change a d  privatization; aht changes in AID ! 

worldwide strategic direction as articulated in the five new initiatives; and accomplishments 
in USAD'S past and current agriculture programs that form a basis for the next phase of , 

USAID investment in Egypt's agricdtural sector. These new pm&ram cammitmento will be ! 
planned and established during the FY 1992 - FY I994 and will be the basis for the i 
USAID agriculture program for the remainder of the decade. I 

I 

The premise of the strategy is that Egyptian agriculture has p w c b  potential; and, therefore, j 
agriculture can provide a significant contribution to economic growth, expanded employment, ' 

; 
and increased incomes. Momver, it can assure an adequate lcve~ of faad security for 
Egypt. The potential for growth will be reatized provided the key factsn that have ccm- 

I 

! stmined growth in the past are effectively addressed. T h e  f ~ r s  are policies, technoIogy, 
land and water resources, and institutions. I 

! 
I 

I 

Egypt's resource endowment for agriculture is exceptional - an irrigation system that allows j 
complete water control for all of agriculture, fertile soils, temperate climate, adequate year- 
round sunshine. and the absence of recumng natural disasters (drought, Aood, frost) that 
reduce productivity elsewhere in the world. Its location is also central to the expanding 
markets for agricultural products in Europe, Afiica and the Middle East. 

I 

Assessments completed over the past twelve years have concluded that Egyptian agriculture I 
holds the potential for large increases in both productivity and overall levels of production. I 

The very positive performance over the past five years for the most important crops, those 
which were decontrolled beginning in 1987, is indicative of tht liitcs of gro& in Egyptian I 
agriculture that can be Pealized. 

: 

The objective of the USAID agricultural sector strategy is to iucrease productivity, I 

production and incomes in the agricultural sector. Investments that will be made over the I 

remainder of the 1990s to accomplish the objective will be focused on tbsc areas with thc ' I 

grates? potential growth in production, income, and employment in Egyptian agriculture. , . 

I 

I 
2. TWE AGRICUL- SECTOR. I 

I The sector is an important element of the Egyptian -nomy. It accounts for approxirnateIy ; 
17 percent of the gross domestic product (GDP), 36 percent of employment (on fhms) and i 
22 percent of c o m r n ~ t y  exports. Half of the Egyptian population live in rural areas in 
which agriculture is the primary economic activity. Agricdturdy-related industq, including ' 
the production of agrkulhual inputs and processing and marketing of commodities accounts 

I 



for roughly another 20 percent of the GDP and a substantial added share of the work-forcei 

Growth in the sector has been sluggish over the past ten years, with its dwc of GDP 
declining from 20 to 17 percent and the real vduc of production growing at only' 0.8 p c d t  
per year. Employment in the sector during this period grew at ltss t5an 1.0 percent annually. 
The d u e  of agricultural pduction increased at an average annual rate substantially WOW: 
the rate of population growth of 2.4 percent and slightly klmr the o v d  d rate of GDP 
growth, which was 1.1 percent per year. On the bright side, growth rates of crops himbed 
under the policy reform programs far exceeded overall sector ptrfonnance, Production of 
wheat, rice, corn and benttern clover increased by 59 percent betwaen 1986 and 1892. I 

I 

Cotton production, still a highly controlled crop, declined by 25 parent during the same I 
period. This is strong evidence that policy reform has the ptcatial to stimokte gruwrh in i 
the sectof. ! 

I 

Import dependence for agriculhml cornmdties began in 1974, whm the value of ag&uIbur- 
al imports exceeded exports for the first time. Sincc then, tht major GOE objective for tht. 
agricultural seaor has been to assure the highest level of pdu&m of agricultural commodi- 
ties (food, fiber, fivestock, fish) in order to mini- the gap between production and 
consumption. Unfortunately, the gap between the production and ulibatian of major faad ; 
commodities has continued to widen since 1W4. The current k ~ c l  of food imporb is I 

approximately $2.5 billion per year. Appraximttcly 50 paaat  is recounted for by four 
I commodities - wheat,-cum, vegetable oil, and rad meat. me value of total agrieuIhd 

exports was $434 million in 1990, only about 20 percent of the value of f d  imp-. 
I 
I 

Exports of agricuItuIirl commodities have amounted to about 20 percent of total commodity / 
exparts since 1985. The principal products exported arc cotton, rice, fruit, and vegdfcs, i 
amounting to 70 percent of the agricultural total in 1990. Growth in exports of &dunl' 
crops having a comparative advantage, as well as increased production to m a t  expanded I 
demand in domestic markets, could bgr the engine that drives growth in tbe agricultural sectdr 
overall. Crops with high potential for increased exports arc cutton, rice, and =ts and 
vegetables. Cotton has k e n  performing poorly, with the nominal value of exports declining 
by half between 1980 and 1990. Rice is a real bright spot, with tht value of exports surging 
from $2.4 million in 1980 to $23 million in 1990191 fo110wing h i t i o n  of rice trade in 
1988-89. The toPl d u e  of fruits and vegetables exported imrrared slightly from $114 ! 
million in 198Q to $120 million in 1990. Citrus exports showed the gmwtb, 
foUowcd by vegdles .  Important vegetable crops exported were tbmtots, potatoes, melons, 
and green beans. 

Vegetables for the Euopan winter market appear to be t high potential export growth a* 
A 1991 by assessment estimated that g o d  demand potential exists for vegetable crops, I 

including garlic, onions, potatoes, sbrawber5es, fine green beam, pepperst and tomatoes. 
Fruit crops with potential include grapes, peaches, and pears, as wen as the traditional citrus 
crops. This assessment concluded that possible annual incmsa in exports by crop could , 

reach: 



Garlic 5,m 
chioils 20,008 1 

Potatoes 40,m 
Green beans and sweet peppers %ooo I 

Tomatoes,  ha, pears, 200,OOO I 

. , 
and melons I 

i 
According to the assessment, achieving appmximate1y $100-150 million in a d d i t i d  annual I 

exports of h i t s  and vegetables per year is possible during the next five years. This would 
amount to adding 25 percent to the 1990 revel for total annual agricultural exports. I 

i 

I 
Farm technology is relativdy advanced in Egypt. Yields of major field crops in Egypt are ! 
high by world standards. f i ~ ,  wheat, and m yields art at or above world avaage levels. 
All production is under higation, high-yielding vaxieties are widely used by farmers and t 

high levels of modern inputs arc applied. Tmds in yields are dso encouraging. Wheat, I 

rice, and corn yield increases were 62 96, 25 96 and 43 $6, respectively, dwing the last decade. I 

Cotton yields declined drastically over %e same ten year period, caused, as has been 
discussed above, by the government's policy of setting procurement prices far below the 
world price. Yields of vegetable crops increased nicely since 1980, with onion yields 

' I 

increasing by 19 % , potatoes by 18 %, tomatoes by 55 46, and broad beans by 42%. ~ieids of 
most other field crops either held their own or increased slightly over the last decade. The 
1982 USAID sponsored Presidential Mission on agricultural development concluded that the 
potentid productivity gains for important crops mged from 10 to over 100 percent. These 
cunclusions are still valid in 1992, provided that constr&nts in the fow basic areas, policies, 
technology, land and water, and institutions, are effectively remedied. 

I 

I 

Despite high and increasing yields and evidence of solid technological change, Egypt lost ! 

ground in terms of producing enough to feed its people. Production of only two food crops, i 
b s  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 tazl i 
f d  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 developing2 j 

country standards. Output in cotton spinning per worker, for example, is only 25% of 
Eur0pzz.q standards. Overemployment in cotton ginning is 1.3 to 1.5 times that of ginning I 

mills in other developing countries. Despite subsidized raw material and energy costs, 
Egyptian yam manufacturing costs are equal to or higher than dl K i d  world competitors 
(except Turkey). The fresh fmit and vegetable export industq lacks technological innova- 
tion. There is little or no difference in production methods between crops grown for export 
md those grown for domestic markets. Post harvest handling, packing and shipping methods ' 



must be classified as grimitin, except for a few new private atcrprises &at are attempting 1 
to bmlr into the technically dcmimding Europcvr winter market. 

Employment and invtstmtnt data for public and private p a ~ a  of agriculture clearly i n d i d  
the gradominant role of plblic institutions. Of the appmximtdy 36 percent of Egyptivl 1 
workers thu are employed in agdcu1mn (fhmers). all may be considemf to be in the primti 
sector. Over one-half of non-fimn employment is in the public scctor. ApproxisnateIy 4.6 1 
million pzqle an ernp10ycd in the public sector, including g o v e m ~ t  and praddve I 

enterprises, and 4.0 miuion in private sector industry. Abut 466,000 public rctor 
employees orill be directly rffeacd by the agricultuxal policy reforms pmposcb in this I 

1 . strategy. 'Ihe public enterprises af5ectecI include texti1es, inputs production and marketing, , 
fertilizer pmduction, feed milling, fruit and vegetable prmmsing and trade, international 1 

trade, rkc milling and wheat milling. 

Public sector investment in agriculture has and docs ex& private investment Total 
invesbnent in agriculture, irrigation and related enterprise was L.E. 2.1 billion i 1990/91. 
Private investment cornpriced 49 p r a n t  of this toal. Investmeat in all industries amounted i 

: to L.E 16.3 binion in 1990/91, of which 33.1 percent was in the private sector. In contrast ; 
! 

to agticuhue, private sector imesbnmt was 53 prrm; :or industry, 57 paant for c01tstruc- 
tion, and zmr for petroleum and electricity. Private sector investment has grown relative to I 

public sector investment in agricu1tural industry and construction. Investment in warn , 
developmcet is still predominately public (100% in 1990), but private investment in new j 
lands development is growing. Within agriculhnal a t o r  indurty, the private sector has : 
bcen most active in h i t  and vegetab1e processing md asQ, grain milling, and trade, r 

pesticides and marketing of specialty fertihm marketing. 
j 

To sum up the overview of the agricultural sector, tk following points arc emphPdted: 
\ 

- Real GDP in agriculhm has been growing at ku'thur ont percent pa year, hr I 

below the population growth rate and the estimated annual growth rate of forn to five , 
pmt that is possible. Gmwth rates of libeaalized cropr greatly exmedad that of 
controlled crops. I 

I 

I 

- Imports of food, valued at $2. l billion in 1990, continue to exceed thc d u e  of 
! 

agricultural exports by a wide margin. I 
I 

- Yields of major field crops are high and rising, with stmag potential for future 
increases. The level of fann technology is high by world standards. 

- me gap khu&n consumptim and production bas widened to date, re~ukhg sharply 
rising import costs to meet consumer demand. 

- Efficiency in agribusiness iadum&t is generally low, even by developing country 
standards. 



- A b u t  4.6 million people are employed in publicly cantrolled industry. About 10 
percent of these would k directly affected by the policy reforms proposed in this I 

strategy. 
, 

- About 49 percent of the investment in agriculture and related industry w done by 
I 

the private sector in 1990J91. This includes on-farm investment which is private. 
Thus, the percentage of private investment in agricdturally-related industry would k 

I 
much lower than 49 percent, 

! 
3. CONSTRAflVTS TO GROWTH. 

I 

Egypt enjoys a rich endowment of agricultural resources. It has a y ~ ~ - r o u n d  fivonble I 

climate with three distinct cropping seasons, fertile soils and a dcpmdab1e - although 
1 

finite - supply of fksh water for bigation. These fatile areas, rnm of which gn pmducc j 
two crops a year, can be compared to one huge, controIIed greenhouse. V ' i y  all high 
value and staple crop varieties can be grown throughout the year in Egypt, i 

I 

Historical inc- in Egypt's productivity and agricultural praiuction have fallen short of , 

the potential that could be realized from its lich resoure endowment. Why? Four WC 
factors have oonrbained growth in agriculture over the past twenty years and mtinuc to 
retard achievement of the large increases possible in agricultural productivity and produdon. 
These constraints fall into four categories: (a)-; (b) m; (c) I 

Resour=, and (d) InsQtubo 
. . ns. I 

i 

i 

i 
(a) Policies, In the early 1970s, the Government of Egypt began introducing tight controls : 

over agriculture, including prices set below economic Ievels, planting controls and delivery : 
quotas on most crops, subsidies on farm inputs an8 public monnopalies in marketing and 
processing of most crops. The nesalt of these policies was r predictable decline in per capita 1 
production, soaring subsidy costs, declining exports, rising imports of basic foods and animal ; 
feecfs, and lagging resource productivity. 

1 

By the early 1980s the magnitude of the economic costs of these distorted policies kame 
clearly evident. In 1986, WSATD 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 Agriculnval Production and ' 

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 I 

farmers to follow the official cropping pzsttern so that they might receive s u b s i ~  inputs. : 
Citrus exports were opened to the private sector. Fertilizer subsidies were substa~Wy - : 

reduced. The prices of sugarcane, cotton, and rice in- slightly, although deregulation 



of these three mpt  was not pursued because of political msitivitits. L i e  progress was . 
made in incdmg the cotton price, which during Phase I was below 10 paccnt of the 
intemationd farmgate price. The lack of incentive to cotton produrn dephved both the I 
farmen and the country of substantial economic benefit. 

Phase II of the policy reform program (19W1994) is at the mid-point of imp1ernentation. I 
I 

The policy reform benchmarks for Phase II include: 

1. Increase cotton prim to 66 percent of the international fiumgt%tc level. 
i I t 

2. Reduce quota Ples of rice to am and remove h c t i v t  rnnrhting md 
trade regulations on rice. I 

I 

3. Eliminate remaining subsidies on a g r i c u l ~  inputs. ! 

4. Reduce the quantity of agricultural inputs marhmd by the Principal 
Bank for Dcve1ogment and Agricultural C d t  (PBDAC) and other 

t 

! 

public entitics. 

5. Restrict subsidized credit. 

6. Improve PBDACs financial condition and divest it of its input supply 1 
operations. 

7. Reform the structure of seed production and marketing and p r i e  
commercial seed processing facilities. I 

Progress toward accomplishing Phase II benchmarks has been mixed, but positive ovedi! 
The cotton price for 1991 and 1992 fell short of the benchmark a d  remains klow the l e d  
that would make cotton profitable compared to other crop rotations. The ria quota slie 

I 

nquirement was eliminated a year in advance of the gods, ria exporn were opened to I 
private aadm, and good progms is being made toward accomplishing the other bmm 
ark. 

Progress in policy reform since 1986 has been impressive.   ow ever, given tht magnitude of 
the distortions and government controls in the agricultunrl sector, several major policy con- 
straints to achieving libemhation of the agricul~rd sector and improving the productivity of 
the sector remain. 

The primary policy arm still constraining agricuttural development include: 

1. Pricin~ and marketing; Price, area and marketing controls for cotton i 
and sugarcane. Government connols over the cropping panem. 
Import restrictions on red meat and government subsidies for livestock . 



I 
production. Government control of agriculmd cooprrativ~~. I 

2. -3 investment -m Barriers to private sector entry I 

into processing, marketing, importing and exporting of ail agricultural 
mmmoditits. Government-owned companies in fertilizer production, 
eonon ginning, conon spinning, rice milling and exporting, feed mill- \ 

ing, seed processing and wheat milling. PB3AC still conadc  most 
input marketing. Governmentowned agrinrltunl land. I 

I 

3. public invesmccnt; Lack of use of economic criteria for investment in 4 

land reclamation. Need to develop a rational6 land we policy. htpp10c i 

priatc level of mcovery of figation mts. Irxigation charges aecd to I 

be structured to maximize the efticiency of water we. k k  of a I 

mionat water use policy. Eoonomic a i d  not used for allocating 
government investments among research and extension priorities and I 

among other government provided s e ~ c a .  Government invetmeat in 
activities more appropriate for the private sector. I 

< ,  

4. Sybsidies; Subsidies remain on credit, cotton, pest cuntrul and porassi- 
um fertilizer. Subsidies are provided to pubLicly-o~ned enterprises in ' i 

agrinrlturally-rrlatedy-1 industry. Consumer subsidies on basic f d .  
Lack of a food stabi1'iticm program to minimize disruptions that may. 

I 
dsc from fluctuations in world prices as the new, fne market system 
emerges. 

I 

&vironmmg Lack of environmental impact a y - s i s  for public anb 5. 
private investment. Lack of sound environmental policies for land 

I 
I 

development, water use, and water quality. 
I I 

1 Progress in these policy areas is crucial for achieving an open and productive agricuitud / 
sector. The aim is that a policy environment conducive to growth, c~~ by open I 
markets, free market pricing, private competition and the absence of state mtml and i 

htexvention will be established. Price and marketing controls contribute to misallocation of ' I 
resources and inappropriate cropping pattuns. Public enterprises are generally inefficient, : 
are u d l y  subsidized by the Treasury, and, theref~rc, unfairly compete with private i 

invaton. Public institutions are characterized by redundant employment, poor management j 
practices, and absence of appropriate unployee incentives. Public investment Lcks suitable I 
economic criteria. Fwd subsidies distoa consumer decisicns and contribute to false price 
signals to producm. Lack of environmental criteria for investment has led to seriously I 

I 

declining Iand, air, and water quality. I 

@) Technalogv. In Egypt, agricuttud productivity, production and incomes are limited by .: 
the availability and dissemination of appropriate technologies for production activitit~ on the ' 

farm, and for post harvest activities involving the storage, processing, an8 marketing of I 



commdities. To date, USAID interventions in tcchnotogy generation and adoption ,have , 

concentrated on the farmer. Much remains to be done in both &. I 
I L 

I 

Relatively high levels of productivity and pmluction d m d y  achieved for m y  crops in ; . 
Egypt demonstrate that significant agricultural growth is possibIe. The near-universal I 

availability of irrigation reduces h e r s '  perception of risk assuciated with adoption of new I 
tshnology. Land resources stre u n u s ~ y  well-suited for intensive cultivation practices and 
more efficient resource utilization. I 

1 

Highly productive agriculhln depends on r reliable flow of advanced tecfpnology. Continual 
technological innovation is likewise important for improving the efficiency of post-harvest 
handling, marketing and processing of agricultural commodities. 

I t 
I 

Because of the relatively high levels of productivity an$ production Plnody achieved ia 
Egypt, the technologial constraints on Egyptian agriculture are mush more profuse and 1 
complex (sophisticated) tila. (;me for the other deve1qing counhier and even those for I 
some paas of the! developed world. However, the technological conrtnins for pat-harvest 
handling, marketing and processing of agricultural commodities in Egypt an more character- 
istic of the developing world. 

; 

Huge post-harvest losses and outdated and inefficient pmce~~ing tshnologier characterize I 
agriculturally-related industry in Egypt. Surveys conducted by the ELyptiaa Agricultural ' 

Research Center indic- hat post-hawest lows at the hamest point md in the wholesale uldi 
retail markets for Mts and vegetables average closc to 20 percent. Ann& gross b w e  
losses tot.  approximately 400,000 metric tons for h i t s  and 1.4 million metric tons for 
vegetables. These estimates do not include further losses that are in& ia processing. j 
Losses for wheat and other grains may exceed 25 percent, most of which accrues at the 
processing stage. Post harvest technological constraints are genemy less complex than agrG: 
cultural production technology urnsfmints and lend themse1ve.s to solution lvgely though i 
adaptation of known technology. 

1 

RK agricultural research system must be improved in order to resdve the most important : 

problems that constrain Egyptian agriculture. I n d  eficiency of water we can k , ~ 

attained through application of methods other than flood irrigation. On-farm water manage- i 
ment paactices need impm~ement, A reduction in the use of chemical inputs may be 
indicated both for improving economic efficiency and environmental management of , I 
agricultural production. Plant breeders will be challenged to develop genetic traits. to 
overcome problems that will arise as the intensive agricultun of Egypt kcanes eva! more . 
intensive. A broad range of technical problems must be overcome to rcalizc the huge I 

! potential for aquaculture. { 

This scenario implies a more tightly focused resuch program throughout the research 
system and gready improved linhges among the primary organizations responsible for 
agricultural research, The responsibilities of the research and extension systems are 

I I 



presently dispersed among various agencies without adequate emphasis on developing a 
I 

rigorous national p m w .  The present system is largely focused on the delta and OM lands. : 
Programs in support of the new lands (approximately 20 percent of the cultivated area) are j 
extremely weak. I 

I 

Ptogms of m a r c h  in the different government minis- are not integrated within the 
fnmework of a national agricultural research prognm. Consequently, them is considerable 
overlap. Economic criteria arc also absent as a gui& for research investments at both thc I 

macro and micro levels of research. Then is considerablt scope for merger of activities and I 

programs and better linkages with Egyptian universities and among the national mearch 1 
I 

-institutes. I i 

I 

The government's long emphasis oa planning and establishment of specific commodity 
pmduction targets has caused the agricultural research system to pdmnrily address specific 
concerns associated with meeting these production targets, rather than responding td the I 

I 
specific needs of farmers and agribusiness. Commodity resuch should respond to market : 

signals and pmparative advantage considerations much more than it does at present. 
, 
I 

I 

Egyptian agricultun needs private sector research in tl~e future. The most d-c future 
area of agriculhmi research will be biotechnolvgy and genetic e n g h d g  of plants and I 

animals. Throughout the world this has been largely private sector i d  or carried out by the 1 
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 my intellectu- 

i i 
al property that results from such research. This md other incentives are h g d y  rbsmt at ! 

present. Thus, Egypt is overly dependent on the public sector research system for meeting I 

the future technical needs of agriculture. 
.I 

The agricultural research system is relatively isolated from outreach mec:ha&ms, which has 
reduced its effectiveness in both developing and disseminating tcchiologies to h e r s .  
Currently, Iinks betwetdl the agricultural m h  system and end-usas arc very weak and 
must be improved through reorientation of the traditional overcentmbxi and largely 
ineffective extension struc~ure. Inv01vement of orher public and private extension entities is i 
essential. 

1 

Finally, in line with the liberalization of the agriculture =tor, the agricultural research : 

system has to adjust to better serve and support the needs of private agribusiness. The I 
generation and attaptation of new technologies for the future in the context of potenti* I 

emerging new markets for agricultural commodities is ~~y am&. 
I 

Water Resources. Egypt's fertile arable lands and its irrigation waters are c. Land and 
excellent resources for agriculture. However, these resource bases are ataeady extensively 

I 
exploited and the oppoitunities for incorporating additional quantities of either to expand 
agricuftarrai production are extremely limited. 

> 



The fertile land base (old lands in the Nile VaUey md the Delta region) used by @cultk 
is being reduced as population grows and urbanimtion pressures increase. These lo=, i 
cumntly estimated to be approximately 30,MW) acres per year, arc ahmhg and creztc 
tremendous pressures to expand into new lands fa both Pgcicultunl a d  other purposes. ' 
This raises serious and complex policy issues oonaming Lnd u W m ;  i.n, which h d  j 
should be maintained for agricultural purposes and which should k deve1@ for ubau Pdd 
industrial uses? Land reclamation fol agriculture is expensive and of?& the land lost to 
urbanization is a g d c ~ l t d l y  more productive than the newly lslrimed land. 

I 
In response to the severe land limitations, development of new lands in thc daar uas : 
withim or close to the Nile valley and Delta region Rar ban undcnvay in rome fonn for +st 
of the p t  40 yean. Over the pan decade, about 600,000 added p d d v e  ana of new : 
land have been developed or only about double the annual loss of land to \]rimhation. The 
range of productivity of these new lands is great. In general, private sector led devdopmt, 
primvily wing groundwater, has resulted in the best outcome. Recent assessrnknts and 1 
studies indicate that hrtker development of new lands (which is a very high priority of tbt 
Government of Egypt) will require revised policies, new program appro~chts, greatly I 
improved institutional support and significant added investments for technology developmekt 
and transfer. 

I 

For a very arid country like Egypt, the prime factor which makes land productive is water. I 

Water is J& constraint for the further expansion of the land a m  under cultivation in Egypt. 
Expansion into new lands, while constrained by roil c b ~ ~ ~ k r i s t i a  to a cer$ia e m f  ir 
ultimately detemhd by the quantity of warn avW1e  to irrigatri the added new M. ; 

The Nile is the principal source of water for Egypt d supplies 95 p a m t  of p w t  uNcr 
requirements. lhac is only limited m m  to add to the Nile wrta resource with fhth~ 
exploitation of groundwater in very selected sites. Therefore, i n d g  the efficiency of 
water use is crucial for improving agricultural productivity and production. I 

I 

In 1990, estimated water resources available for Egypt totaled 63.5 billion cubic metar (k5.5 
from the River Nile, 0.5 from deep groundwater, 2.6 from Nile V & q  and Delta groundwa- 
ter, 4.7 from agricultural drainage wata, 0.2 ~~QIII seated sewage). Estimated daMnd for 
1990 toraled 59.2 billion cubic metas (49.7 for agriculture, 3.1 for .municipal water, 4.6: far < 

industrial, 1.8 for navigation). This would theeretidy allow suEcient water' for the ; 
addition of 860,000 acres of new Iand over the near Ern. Long range water resome 1 
planning and analysiis has concentrated on how to optimize the efficiency of wPta use Pdd < 

increase the quantity of water for the development of new lands. The most nssodle 
scenario for the year 2025 assumes that improved field figation efficiencyf mse of 
agricultural drainage water and increased efficiency in urban and indumial ue along with the 
completion of the fifst phase of the Jonglei canal in Sudan (which will increase water flow 
through this swampy a m  and thus into Lake Nasser) wil l  provide an muat available water 
resource of 71.6 billion cubic meters. The estimated total demand w d d  be 57.7 billion 
cubic meters. The balance of 13.9 billion cubic meters would enattie the addition of 2.38 



million acres of new land. While this would amount to more than a 25 percent increase over 
cunent acreage, as indicated beiow, much needs to happen to conv~rt these projections into 
reality. 

I 

! 
I 

Fret provision of watn for all users an4 an inadequatcLy mainmined water distribution 
system are seriws impediments to water use efficiency. Water efficiency improvmen& 
would be greatly facilitated by an irrigation cost rrowery program that would mnh the value i I 
of water a factor in the choice of crops that will be cu1aivated. Cost recovery is also I 

required to provide for the law investme:nts needed to adquatt1y maintain and s u m i n  'the j 

system. In addition, better management and institutiod capability arc aeedcd to improve 
the o v e d  performance of the distribution system and increase water use tfficienq' at a 3  
levels within the system. I 

! 

Maintaining the required level of water quality for agricu1tura1 uses will idso be an important i 
determinant of water use efficiency and, thereby, a g r i c d w  prcxjuctivity. The utility of I 

water for agriculture (and other uses) is a function of its quality. Indications are that water , 

quality is rapidly emerging as a serious constraint to agricu1turaJ productivity. Fertile h d s  
are being degraded by watcr logging and safinity. The major concern is that declining water I 

quality over this decade could d m t i d l y  reduce the reuse of agricultural, municipal and 
industrid drainage water. This would reduce both the productivity of old lands md capacity 
to meet the growing demand for water for new lands development. I 

I 
I 

One scenario posits a potential nduction in cultivated acreage of 10 to 12 percent by the end j 
of the decade, if water quality continues to decline at rates obse~ed over the past decade. I 

The resultant loss of agricultud output would be &out two m t  of GDP, roughly $700 , 

d i o n  basd on 1990 prices. One of the major constraints to resolution of the water quality 
issue is lack of adequate information on levels, souras, and impacts of pollution. This 
infomation must be collected and analyzed to better d e w  the problems and their so1utio11~. ,: 
Then, appropriate programs and policy responses need t~ bc pvt in place to assure and 
improve the water quality for increased water use efficiency. Toward this end, a majcr i 

I 

I assessment of the water pollution problem is planned for 1992. I 

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

I efficiency upon which the scenario for wam resource maaagemmt in 2025 is W. Also, it 1 , 
is important to notc the risks inherent in the assumptions upon which this d o  is based. . .L * 

In addition to the completion of the first phase of the Janglei Canal, it assum that the ' r .L 
2 c.:,: - 

present quality and quantity of NiIe waters flowing into Egypt will bc maintained. Tire Nile 7 . 
is a regional water source involving eight different African countries. The water available to 
Egypt could be affencd by any number of events in these upstream countries. This risk 
semes to magnify the importance of attacking the constraints to in- water use efficien- i 

C 

(4 Inshtubo ns, While there is a role for government in maintaining a basic supportive ! 

* .  

infrastructure-in the case of agriculture, such public inhstrature generally includes 
research and extension services, main-system irrigation iaf?astwctatre and management, 



policy development, regulacoq functions and dro collection and disseminatim-the state's 
I 

presence in Egyptian lgricu1turc has reached untenable proportions. I X s  extensive IWt 
presence inhibited the establishment of strong private sector institutions. At o?x point, the I 
state maintained absb1utc control of both inputs and outputs and oMKd outright rll of the 
marketing and processing hcilitics. The market system had virtually no role in the d i d o n  

I 
of decision making within public institutions. 

The Minimy of Agriculture md Land Reclamation and the Ministry of Public Works &td 
- , - 

I 9 . j  - Water Resowca arc the two key minis* responsible for agricuftd odministration,.d~ag i;: - 9 
with 12 affiliated authorities or organizations. Two major rrsuch caters, the AgticulW , 

Research Center and the Water Research Center (comprised of over 30 mearch institutes 1 
1 

and central laboratories) and scores of production project, or activities now orpaitcd into 
thret holding companies in prepation for privatization, also farm part of the public i 

agricultural administration. 1 

I 

A bloated bureaucracy developed over the last 40 years. Government structures ad : 
I 

organizations overlap, duplicate, and operate with poor coordination wichia ud between the 1 
organizations. The system is overly mtralind. Decision mkhg is slow. .Implementation 
of projects is cumbenome. Program design and implementation do not respond ad4quately ; 
to regional or area specific problems. 

Massive over-staffing of the complex of organizations, poorly bained staff, end iaadquae 
salaries and otha incentives characterizes the public agricultural aciminjstsation. Slightly i 

I 

more than P half million people (about 420.000 in the Ministry of A g ~ c u l m  Pnd Laad I 

Reclamation and 85,000 in the Ministry of Public Works and Water Resouras) populate this 
bureaucracy. This is close to 10 percent of the ag&ultural labor force and 10 percent of 
total government employment. 1 

These organizations are unabk to effec:tively discharge responsibilities and pravidc the 
I 

services that are appropriate for the public sector. A strongly vested interest in coatinuhg I 
state control complicates the transition to new and appropriate government des.  The I 

agricultural sector will not rralizc its full potcntid for growth dess this bloated md . i 

inefficient structure of agricultural administration i s  reoriented. greatly strrunlinsd, ihpoved 
i 

and r e d u d  in size. Its Puturc role should be to effectively conduct research, extend : 
technology, provide regulatory oversight, set rationale and appmpriatt poiitis, collect and 
disseminate data and marketing information, manage water de l ivq  and oversee management i 
of land and water resources. 

i i 

As the state penetrated and controlled virtually all aspects of the agricultural W r ,  #hate : 
agribusiness, as known in the rest of the world, is seriously unckdevdaped in Egypt. Egyp 1 
sorely lacks the farm sup@ers, processors, transporters, financiers, whoIesaXers, retailers, 
traders, and exporters who normally comprise agribusiness. Tht absence of a dynamic ! 
agribusiness is a serious impediment for realizing the growth potential of Egyptian a@- 
Iculpure. There are, however, some indications that a favorable policy envbmment and the ; 

1 



withdrawal of government from agribusiness activity will stimulate private rector interest and 
reasonably n ~ i d  entry. As PBDAC hzr withdrawn from fertilizer distribution dace 1991, 
there are good indications that private distributors are taking over. As rice aade was opened 
to the private scctur in 19963, private rice exports surged. 

l 

1 

Thus, the a h  of this strategy related to institutions is W fold. Fi, to change institu- 
tional smctures that retard growth by removing statc cunaots and divesting public enter@- 

I 

J 

es that have prec1uded widespread private sector entq and invcstsnent in agricuftunt. I 
! 

Second, to improve the functioning of govemment in its legitimate roks. W, to deve1op 
limited ncw roles for government, such as bigation cost recovery and environmental i 

i 

management. i 
L 

! 

The USAID program with the Principle Bank for Deve1opmtnt and Agricultual Credit ; 

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

required to achieve the intended benefit of poIicy reform. The divestmat by PBDAC of its I 

agricultural input monopely i s  proaxding well because the policy nfm progtarn is I 

c~mbked with d k t  assistance ta the Bank f~r.&vc~tm~nt of tht input marksthg activities. 
i 

This will lead to PBDAC's total withdrawal. from input marketing, divestment of appointed 
assets, and a transition to a purely agricultural development bank. 1 

Rice is an excellent example of the progress in productivity that is pcd'blc whca positivt 
I 

I 
policy change occurs in conjunction with the availability of tshnologits for haeared 
productivity. While the lice yield in Egypt is the highest in the world at 7.5 metric 

i 
torishectare, dernonstrzition field yields in 1989 wert in the 9.0 to i 1.0 metric -&tart 
range and research station yields approached 13.0 metric tons/hcctare. fie yields remabed 
relatively flat during tht 1981 - 1986 perid when stab hotrvcntion and price mtrals  , 

prevailed. Yields increased by 35 percent aver the 1981 - 1991 period, during which state 
interventions were nearfy totafly removed and price contmis lifted. Rice yields in Egypt I 

increased at abut 4 percent annually, while rice yields worldwide were increasing at only 
1.9 percent annually. With a continuing free market for rice and a rigorow research and I 

I 

technology transfer program that resp~nds to the range of tachnid needs of even more I 

intensive rice cultivation, the potential for large gains in pductivity (35 to 50 percent) 
remains quite high. 

I 

A contrary exampIe is Cotton. Over the past ten yean, yields have W ~ R  sharply. Very I 

I 

negative price incentives have cauvd farmers b mini& their use of technical measures to 1 
improve productivity and to hil to follow the best crop management Egypt has a i 
very strong comparative advantage for the extra long shp1e and long staple varieties, tht I 

I 

most vduabIe cotton varieties. TomI state intemmtion and control of cotton produc- i 

tion of cotton to decline by 42 percmt ova the 1980 - 1990 priod. YiWs per acre declined 
from 7.18 to 5.21 seed kentars (158 kilogram measure), and cotton exports decked fram 
496,000 bales to 92,000 bales over this same perid. Large incrcases in produ&vity would 
appear to be quicldy possible, provided that the domestic cotton market, exporting and 
processing of cotton are liberalized. Faners would then be receptive to investing in 



improved seed and other technid  practices that would improve productivity, and would 
devote more land and water resources to the crop. 

These two examples il1ustratt the dole relatianships pmong he hndamental ccnstmktn. h: 
both examples, the policy environment influenced the ex- of the application of 'technid ! 

practices limiting the productivity of land and water. The weak instibmti011~ hvma limited i 
?he application of appropriate technology to agriculture. Thus, realking the Mknefit ; 

from the mnedits for a constraint will usually require progress in more than one of the arcis 
of constraint. I 

' The most cmcinl institutionat change for improving agricultud ptoductivity and production: 
is a greatly expded private sector Pnd o gnatly reduced public sector. Continued policy ! 
refom is essential for creating the conditions essential for privatt sector cntq and hvcstm&t 
in agriculture. Institutional ref- must accompany policy reforms to assure the removal of 
state oonaols Pad divestment of public vctor entergriw that retard private sector invest- : 
ment. Without appropriate and targeted institutional r c f m ,  primarily within the Mh&ri& 
of Agriculture a d  Land Reclamation and pub& Work and Water Rtsources Pad mdr i 
related authorities, the Iiksahtion of the agPicuIU sector would only be partially 
su~ssful .  I 

4. S r n r n G I C  O ~ C T I Y E *  

The strategic objective for the USAlD agricu1tura.I program is: 

INCREASED PRODUCTIVTTY, PRODUCTION, AND INCOMES Dl THE 
AGRIaTWRAL SECTOR. 

I 

This strategic objective builds on the wo most r e n t  (1987 and 1989) statements for 
agriculture. Pmious statements focused on increasing agdcultud sQor productivity by 
increasing farm level production. This strategy includes specific aims for incrracing 
incomes, both on fanns and in agri~ulturally~related proccsdng and marketing industries. 8 
sela to bdana the primary focus on agriculhwd pductioa by addmsing post-barvcst i 
losses and handling, marketing and processing of agricultural commodities, 

The strategy assumes that then is potential for continued and steady growth in Egyptian 
agriculture. Currently, it is estimated that Egyptian agriculture should be able a sustain ah 
annual growth rate of over four percent, as compared to the historical growth zate of ztppr0x- 

I 

imately two perant (less than one percent during the last decade). 
I 

I m J ' h m e .  h e  mwkets and . . n 
ftheo ID strat- ? pfgsmfity asbects o v e d l  USA . The leadership of the Government of 

Egypt consides f-imd security as crucial for rn~ntaining domestic politicat and economic ; 
slabiliry, IncraKd productivity and production in Egyptian agriculture will support their j 

I 

I 
I 



strategic g d  and the attainment of Egypt's commitment to assure m adequate kvcl of food , 
security for its people. 

Liberalization of the pgriculMpl sector, well undexway with the USAID-suppartad @culW- : 

d policy refom program, will enable the development of M y  fnc m&% for agriculture. [ 
By v i m  of the size of agriculture in the economy of Egypt and tbc strong linkages with i $ 

other sectors of the economy, the conaibution to o v d  camomic growth d g  from 
agricultplrt, resulting primarily Erom the establishment d frrc markets, s h d d  k substantial. 

I Freeing prices will encncrage farmers, buyers and pmccsurs of lgridtwal o o d t i c s  to 
invest in productivity enhancing q i t d  and technological improvcmats, md wcr time 
should shift tbc setor toward the production of commodities for which Egypt hias a cumpara- ' 
tive advantage. Increases in income in the agricultural sector win p r i d e  a significant Pnd 
broad-based contribution to the enhancement of Egypt's long-m proqcrity. I 

1 

I 

. . 
The -ic %ective for ag&dture will -3 of tb ; 
first USATD s- sub@@. ncwsed pnrowth.Incrrascdproductivity end 
production in the agricultural sector wiH result in sustained p w t h  for the sector and ! 
contribute to overall growth of the ccoaomy. Likewise, i n m a d  incomes in @Cat- win: 
expand the demand for gods and s e ~ c e s  from the other sectors of the economy and p m  . 
a measure of growth in these sectors. I 

e ob*tive will indirectlv contribute to the a-nt of the seoond l T S m  . . mcmsed human rqgurct ~roduchvlty of m. I ~ c ' r e a ~ d  inca~m b m i  : 
agricultural production at the farm level and in agribusiness will pwide the i n d  I 

purchasing power families and individuals need to improve their wen-being, 
I 

The objective is consistent with the strategic directions the Government of Egypt intends t6 
pursue over the 1990s. Preliminary indications are that the Government of Egypt's agricul- 1 
turd strategy for the 19905 will faus on an increase in agricultural productivity, output and 
incomes ehrougn a more efficient use of Egypt's limited water and land resources. The drive' 
for efficiency will likely proceed in the context of equity considdom. W~thin this broad i 

objective, there will be several specific subgds. These wiU Gkdy inc1ude: (a) conseNabimI 
of land and water resources; @) fwd security; (G) increased rural employmenb; (d) expansionl 
of land and water mwces; and (e) increased attention to environmental s e i l i t y  of 
agricuitural development. This strategy is being developed with technical assistance from the 
Wcrld Bank and will be completed in November 1992. 

I 
I 

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. 

I 
Collaboration with the other major donors (the World 8anlc in particular) will clohmct the I 
USAID resuurces invested for the accomplishment of the strategic objective and such I 

! 
~Uaboration should be high on the USAID agenda for agricultural development. 

L 

I 



5. PROGRAM OUTCOIMES* ! 

The strategic objective for the agriculural sector will be accomplished if tks k d  
! 

program outcomes arc realized. Each of these program outcomes rlro rddrrsss one a more 
of the key consmints to g& in the agricullnral SMOP d i d  in W o n  3. ttme 1 

I program outcomes are: 
! 

(a) ' 

and mark- The establishment of open marInW, fne market pricing, Mva6e : 
competition and the rrrnoval of remaining state conmls over ~~ arill a b w  aprnded 
o p p o ~ n i t i ~  and prmide the incentives requid to improve agricultunl ptodudiviv md nd 
increase prod-iction. Divestment of government input markethg, commodity e g  md / 
p-g enkqrisg will allow significant opportdties for @ntc vctor (@-1 a) 
try. Inmas& investment and impved efficiencies throughout the agricultural rydem will / 
result. The substantial liberalization that occumd for the primary c m p ~  of rice, wheat, oorn 
and bsnccm clover during the 1986 - 1990 period illustrates Ohe positive impact of suooessful 
policy refom on productivity. During this period, the production of thar aopo hrnucd , i 

by 59 percent. In this same time period, aomplctc state mnaol wa  a%tm con&&. 
Cotton production, as would be expected, declined by 25 percent during 1986 - 1990. 

I 

assumption underpinning this program outcome is that the impa of continuid pdicy : 
reform will contribute to growth in agriculture through improved prod@Vity, incnased ' 

production, and increased economic efficiency. Wtewisc, policy rdomu that grratly e x p d  
the private sector's share of agricultural pmasing and mprhthg would i m p m  &olomi4 
efficiency and value added through incrrved competition. Frre input mukets wim market ' 

pricing and private sector oomptitirm would also improve the productivity of the basic 
agricultural inputs (fertilizer, chemicals, seed, machintry). For example, prelimhaq , 
estimates indicate that state conmfled and subsi- festilizer distriiution resulted in a i 

i substantid overuse of fertilizer, possibly approaching double the cumarnicafly uptimum 
level. I 

! 
Estimates of the precise magnitude of expected gains from anticipated reforms must await i 
completion of a series of vaot studies. However, preliminvy estimates of the potmtiaI 

' 

gains from four key policy reforms alone are indicative of the magnitude of nct cammic . 
I 

returns possible. Other potential gsrins, of course, include increased productivity of resow- 
es, increased productivity irn rnarkbg and pr-sing, budgetary savings from eliminating ! 
consumer and producer subsidies, and increased efficiency of public and private investmenti 
Estimated annual net gains fsom four key policy reform arc: 

1 1. Liberalization of the cotton market L,E. 1.20 billion 
(net gains to fkxmers) 

I 
I 

L.E. 0.80 billion 2. Cotton export earnings , 



3. Increased efficiency of L.E. 0.08 b i o n  
investment in land reclamation 

4. Increased irrigation efficiency L.E 0.75 billion 
I 

Tofal net gains L.E. 2.83 ~ ~ O L L  i 

gcnmtd by reforms 
I 

i 

Additionally, the CUE'S mud budget outlay for consumer and producer subsidies would bc < 

reduced by LE 5 biion pea year. 
I 
I 
I 

This program outcome will be ~mrnplished as pdicy sefom and canamhit institdud 
reform is completed m fnt input markets, remove ~~g sta!e pmbctiun amtmh, 
remove marketing and processing controls and divest the public entapdra vtive in 
provision, marketing and p&g. The rnon imponvlt single am& for rrform is Eatoa 
because of the substantial comparative advantage Egypt bas for extra long staple and Iong 
staple conon. A substantial domestic and fmeign exchange income impact is possible if , 
production, marketing, processing and trade of cotton is libenlizcd. 

Finally, this program outcome will -It in establishing a greatly ~ x p t d ~ d  M ~ P *  .gribhri- 
ners presence in the agricultud e a r  and a greatly diminished publie w. ' Ihe pubk 
s a o r  will be restricted to appropriate supporting and &a roles. 

@) Im~rovcd technolQ@es dmlopDd and dmted for the production. 
parketinn of agricultural commoditig, Egyptian @culture must kaMle evm 
technology intensive over the 1990s. As descn'bed in Section 3, i n d  productivity and 
production in Egyptian agriculture d l  depnd aa a ~~1~ flow of advancad techn01~gy. 
The development and adapation of technology wi l l  also be crucial for reducing posthamest 
losses and impraving productivity in the procahg of agricultural comm~~%tits. 

1 

Agricu1tml growth in Egypt, as for thc r a  of the world, ariU d q m d  mat and adre oa 
y i e l d - i n d n g  technology of thc 'green fcvolutaonn type. As ptojectsd by the International 
Cenm for Agrlcultmal Resauch in the Dry Areas @CARDA), located in Syri?, there will be 
little increase in thc area of d ~ e  w in the  idt tile ~ u t  w o r e ,  th expanded fooh 
needs of Me region must be met by new comb'mations of policy and ~ o l o g y  to dmutta- 
nmusly increase land, water sad labor productivity without damtghg the enViranmenQ, , 

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 percerit 
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 ab'mate of 30 perant fpr the 
region. The water resource scenario d 6 M  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 gabs that must result from at I 



application of new tshnology will  be even higher for Egypt than project& for tk mat of 
the region. 

The agficultural research system must adjust $s programs and d l i s h  a clot focur on the , 

most important hpdhmt to inc- productivity and growth. Economic coasidcmtiw 
I 

should guide research hvtstmentc as more focused programs m dtve1oped. Linkages 
among u s n  of technology and rrsmch institutions aua k.impmved to usnue that mearch 
progms ue qnmding to uur problem and thn the tahology transfer proas, is timely 
a d  effective. I 

Investment in research and technology @wtation should k g a t l y  apMded in ths jamas of 
poa-hamest lw and handling and agag.,~rural pmesbg.  The high level ofpost-harvest 

; I 
1w and inefficiencies in procasing provide oppomtnitia to capture pmdktivity g a b  and 
significant economic mums. It wiil be important to f w  new rthti-s btnvcm the , 

i 
agricultural rrsearch system and the private sector. Additionally, incentives for the-private I 

sector m seek and adapt commercially avdab1e tkhnologiic~ a d  establish their awn rrsarch I 
capabilities must be gmvidcd. 

(c) ineread e-cy of and Egypt's finite lrad : 
resource base will be undu increasing pressure duping the 1990s to accommadate the I 

growing population. Land and water resources are prime but limited rpsw that must k 
more efficiently managed. Technical innovation and policy measures combined with 
institutiod changes will k required to gain the increased efficiencies that arc poasibk. 
Water efficiency improvements must occur to provide the water nceds for fixher intend- 
fiation of agricultun and new lands expansion. Water saving tcchnologics will need to be ' 

developed. Most crucial for irnpruving the efficiency of water we is establishing an 
irrigation cost recovery program so that thc cost of wata become an integral part of thc 
calculus for aop selection by farn'~ers. Cost recovq, of come, rLco contributes to o v d  
system operating efficiency by enabling appropriate ~ ~ c e  procedures. I 

Improved institutional vrangements involving both the Ministry of AgricuIturc and, Land ' 

Reclhmation and the Ministry of Public Work and Watg Resources sand local level water i 
user assxiations art essential for increasing water efficiarcy at the farm level. Coordination! 
of extension efforts concerning rsomrnendHtions on water requirtments by gap is an ! 
example of requid institutional c u ~ r a t i o n .  A significant portion of the added water , 

availability fo-t for 2025 is premised on achieving incnased on-km water use efficia- ' 

cy. Liberahation of the agricultural sector coupled with an agpmpriatc cost paid for warn I ' 

by users should dm result in improved efficiency of wa?a use. Shifts that will occur in : 
crop prduction under open market conditions will re f la  changes in warer costs as well as : 
crop and factor price incrwes. Theref~rt, incentives to save water would be estabfished. ' 

Policy measures and program agpmches should also support economicaily sound hvestme~$ 
in new lands development and intensification of the agriarltural ust of the old lands in th+ 

I 



~ 
Nile Valley and Delta region. 

The envirunmental quality of land and water must be mainwed to assure that pan gabs in 
agricultud productivity are maintained and that significant opportunities for inrrcarcd 
agricultural productivity and production arc not lost. Water quality is crucial and is pr#cnfly , 

the most in jeopardy. Born technical and policy responses will be needed to protect tht 
quality of Egypt's water. 

nKst three program outcomes were s t l d  and focused on the most &tical e*mmtr f ir I 
achieving the strategic objective. They address the four W s  constraints to growth in 

. agricultm. Not included as a separate program outcome is the public sector Mtutid i 
reforms nceded to enable aocompishment of the program outcomes. Wrthin each of the 
three program outcomes, arcfully focused institutional refoms are n v .  Thac 
reforms will include terminating existing public sector functions as the private sector expands i 

in agriculture, and improving legitimate public sector functions. 

The most important public sector institutional reforms art: (1) d i v a 8  public tntmpriscs of I 

their production and marketing functions, (2) reforming the "hew ministry units to mwe 
redundancy, establish an hmtive system to increase pmductivity and reu- to better 
deliver those services appropriate for the public sector, (a) increasing :he technical and I 

managerial capacity of regulatory bodies to oversee private sector activity in @cultwe, and ; 
(4) fostering mrdination of Ministry of Agriculture and Land Reclamation and Ministry of : 
Public Works and Water Resources activities in matters concerning cross-cutting issues mch 4 

as technical transfer. Priority activities thus far identified include divestiture of the mu&- 1 
ing functions of PBDAC, privatization of seed processing phts,  focurPing research' on 
priority problems of private sector agriculture, reforming the public system for reaway of 1 
higation costs, and improving the mvironrnmtal management of Egypt's land and water I 

I 

fesources. 

I 

6. E R O G M  CO-. 

The p r o p s  for achieving the strategic objective defined in Section 4 and the program ! 

outcomes described in Section 5 will be comprised of both rrew activities and continuation of , 

selected elements of ongoing USAfD agricultural programs. The law will be developed : 
into new programs during the 1992-1994 per id .  

The strategic objective addresses post-production concerns as well as farm-level constraints. , 

New program activities will be selected and developed for the primary post-production areas 
(post-hawest loss and handling, marketing and processing) that offer profitable opportunides ; 
to improve productivity and contribute to the growth of Egyptian agriculture. 

The programs thus developed will comprise the USAXD agriculture program for at least the , 

remainder of this decade. 



The selection of program activities is bard on the following premises: 
. . fmu. lhis is coadsmt with the AID ~ W F  

management initiative and Mission management directims. 
The three ongoing programs (Agricultural Pmductiion and C d i b  
Inigation Management Systems, and National AgdcUrtud %search) 
arc camporad of a total of 17 individual components. The life of I 

: 
pmjcct runding level for UKse components range k m  $8 million to 

I 
The present total of 17 components will k reduced to five or dx units. ! 

These new management units will in all likelihood be sqmttf b W c d  
projects instead of a continuation of the cumt umbrella program I 

I 

approach. Fewer, smaller and scpamk bilatenl projectr will enable ! 
I 

both focused and simplified management, in amtrast to past aperient- ; 
es with umbrella pmjscts. 

I 

I 

of o-. Selected activities of the 
I 

ongoing programs will be continued inm the aear programs to bc at&- . 
Lished during the 1992-1994 period. These will bc mcMed or,adjusM I 
to prepare for the transition to the new program as ~ o o n  as possile. 2i 
This will allow for a rapid transition to the implematatim of program : 

i 

activities that would more directly support the UUCC prognm outcoma 
The ongoing policy refom p r o w  is already be@ modified to 
faciliaate the transition to the new program. I 

Focus on msl€QwnaJ . . .  
li m. Sina 1975 very substantiai invest- I 

ments have k e n  made to strengthen and improve Egypt's agriculturd ' 

instituti~m. Infrastructure, training and equipment provided to Egypt ,/" 
through USAID agricuftural programs over the past 17 yean p t l y  . 
exceeded the levels of investment in institutional development made ia i 
most other AID recipient countries. Effective utilization of this en- ? 
h a n d  capacity will be the focus of the new strategy. Limited and 

; 
targeted support for institutional improvement and policy-level 'ins& 
tutional refom to deal with removing constraints will k provided. 

The following sections describe the proposed progrim for achieving the three pragram but- 
comer. 'Ihe individual activities described for each program outcome reprewit those hms 
which would provide the greatest possible contribution toward accomplishment of the matb 
gic objective, within the probable level of resources that wiU be avaihble to fhnce them. I 

(a) Libaalized prodgct and input markets and increased prime skmr sharr of agricdtur- 
al processing and marketing. j 



Policy and institutional =form will k the centerpiece of the strategy. A new pmgam will 
be developed a d  designed during FY 1992 and 1993. h will expand on the impressive 
agricultwd policy reform prognsr rccomplishcd under thc Agricultural Reduction and 
Credit project. The completion of the policy reform benchmvks under Tnnches V and W ; 
of the cumnt progxarn, the planned development of an additional Tmche within the cumnt ' 
program's Memorandum of Understanding and the new follow~n policy reform program ! 

comprise the essential program elemento. I 

i 

The follow-on program will include the uepr detailed in Section 3 for addrcshg the . i * 

primary policy constraints to growth. These are pricing and mnrloting, p r i w  investment 
and privatbatim, productioa and consumer subsidies, public hv-t eficienq, and I 

environmental zpcts  of land and water management psricies. t 

(b) I m p w e d  technologies deve10ped and a d o w  for the production, pmcmhg and 
marketing of agricultural commodities. I I 

A focused agricultural research and technology msfet activity will k developed as a I 
1 

follow-on to the National Agricultural Research project when it conc1udcs in September 
1994. A second new activity will be designed to assist agribusiness o develop d adopt I 

techn0109ies for improving the post-production handling, marketing and prmsfhg of 
agricultural commodities. The National Agricultural Research project will k m w e d  in 
focus over the time remaining until its conclusion in 1994. The fauc wil l  be on acti~ties 
that will provide benefit and impact by 1994 ard those activities that will continue in the 
foIlow-on project. i 

1 

The new program activity for r e m h  and tcchwlogy tmsfer fa establish research, 
programs aimed at sulving the most critical problems impeding productivity and production 1 

in Egyptian agriculture. These research p r o p s  wil l  be b& primarily on producer i .  

n&. They will  focur increasingly on a mix of crops and commodities that reflat Egypt's 
comparative advantage in an environment chat is responsive to free market prias A 

I 

I 
principal aim will be to develop strong linkages with h e r  users. 

I 

Expanded investment in research and deve10pmcnt will be aimed at higher value fruits md 
vegetables and other nopr important in new lands cultivation. Resources will nlPo be I 

provided to atane the rnaintmance of rigorour pmgnms for the primary meal sops I 

(wheat, rice, maize) and to reinvigorate the cotton research program. The cunent programs ; 
to support collaborative reocarch relationships with the U.S. and the inttmationd agricultud . 
research centers would continue, as it will be essential for Egypt to maintab and broaden its 
external link-ages. This will likely be the centerpi- of the -h element of the new I 

program. Most of the technology that will be appropriate to ad- the problems of 
i 

Egyptian agriculture (both production and post-production problems) will be adapted from : 
elsewhere in the world. 

I 



Thc technology transfer or extension focus will be on restructuring the extension system. It 
should be increasingly characterized by a smaller, more effecti~e core of staff ogtating 
through a network of regional research and extension asters. The centers in turn must 1 

collaborate with various other public anrf priva?e research and extension entities. 

The research and technology transfa program tvill k broadened to include postpoduction ; 

concerns (post-harvest losses and handing, marketing and pwsing).  A separate new 
program activity wil! k dcvelopcd to specifically work with agribusiness on these problems. ; 

(c) I n d  efficiency of land and water use for agriculture. 

The Irrigation and Management System pmject provides mjor invatmmts in technology : 

transfa (telemetry and communications system, computer b a d  models, automated data 
bases, Mgb technology mapping cqab'ity), research, and hwnan resource devel1apmcrat to i 

enable improved management of Egypt's idgation system from the Aswan High Dam to the 1 
lowest level in the system. This project has been undcrany 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 i 
while the reminder will be fine tuned and consolidated. 

I 

t 

The new pr0gm.m will include one set of activities tightly gcMd to develop increased water ' 

use efficiency and another concerned primarily with improving lmd utilization. Activities in j 
each of these huo areas of focus will k croucutting, with impacts on both land and water ! 

use efficiency* 
I 

The set of pmgmm activities focusing on wakr use in agriculture will include a continuation i 
of three activities initiated under the Irrigation Management System project - higalion 

i c, improvement, cost recovery, and the Water Research Center - plus an activity to improve i 

proficiency in the application of the high technology management tools dcveIoped under the ! 
cumnt Irrigation Management System project. Building on the experience gained from the 
Imgation Management System irrigation improvement component, the rate at whicb fmen : 

gain access to irrigation improvements wiU be in- by improving d6Every systems, 
water users asxiations and promoting on-fann water management techniquts. 

Development of a cost recovery policy will contribute to water use efficiency. It will put in i 
pl= an institutional hmcwork for implementation. The policies and instie~tional meek- : 
nism will ensure the sus?&nability of increased water use efficiency. 

Finally, a modest activity to assure that the substantial investments provided under the I 

Irrigation Management System project for improvement of the overali system rnkement 
are eff6ctive:Iy used in the future.. Improved overall management of the irrigation system is j 
an important determinant of the level of eficiency in the Nile water system. 

I 
f 

An element concerned with land utilization in both old and new areas will also be included in 



the program provided that the new lands assessment planned for 1992 identifies promising 
intemntions. Prefemcc will be given to policy or program type intewentions tha! will 
auiu the GOE a maximize returns to investment in land reclamtion. 

program content herein outlined, toward ralidng the t h e  program outcomes, will 
include activities supporting the emerging USAID environmental strategy. Thetc activities I 
would include improved water qualig for irrigation, snd possib1y nduced and more efficient ! 
use of chemials for agricultural production and policy measures that amam both old and 
new tan& development and management. 

Institutional r e fm and institutional utilization will form an intcgnl put of p g n m  
element. 'Ibe poticy program wiU be the tool for reducing institutional =form, lad' each of 
the three program elements will incorporate one or more of the thr& reform types identified 
above in Section 5 into project design. For examples, restrumring of the A g ~ c u l m d  ! 
Research Cenm to facilitate research for thc private sector, in&g the managerial 
capacity of the Ministry af Xblic Works and Watg Resources to incorporate cust m v w y  
programs, and divesting several public enterprim of tkir markcring and p d g  Pctivida: 
will be part and parcel of the new program elements. 

In summary, by 1995, the three ongoing prugms .(Agricultural Production and C a t ,  
Irrigation Management Systems, National Agricultural Research) wil l  be c o m p I d .  A 
broadened agricultud policy and institutional reform program will k undcrwry and new, I 
focused progpms will be in place for technology development and transfer, post-pduction 
technology development and transfer for agribusiness, and water and land development md 
management. Targeted environmental activities and institutional reforms will k included 
within these new programs. 

The specific indicators and targets which are intended to measure prognu toward outcomes 
I 

will be contained in an auxiliary document. 



TABLE (1) 
EGYPT: ANNUAL CHAMOE M 
REAL GDP; TOTAL NaTtONAL 

AND AGRICULTURE; 
1980181 - 1990191 1 

I 

! 

ANNUAL PERCENTAGE CHANGE W REAL GDP 
I 

(2.39) f 987188 -b 7.50 
I 
t 

1988189 (1 6.98) (I 4.63) 
? 

1 989190 (8.1 3) (7.92) I I 

5.37 
1 

18.31 1990191 . . 
f he Growth rates over the period 190 W1 - 1990l9l for tool reai GDP 
and real Agr. GDP w m  1 .I% and 0.0%. r e e d y .  

Preliminary data I 

SOURGE: Cdkdsd and &daW fmm Midby of Rannicrg & Inkrr!aLio& T 

I 

Coopdm (MPIC), Centor for hrformatim & DouunmhLlont SWstict 
&patmnt; So#s d Statistic Studies - 3, .&om ? W M f  1. f-1: a d  
pl iminay  data fmm 1M7m to 19#B1. 

W O I A G R  
sum - p .  

311 8192 



TABLE (2) I 

EGYPT.. AGRICULTURAL GDP 
AS A PERCENTAGE O f  TOTAL GDP, 

I 

I 

1980181 * 1990/91 I 

I 
I 

I 

i 
I 
I 
I 

1980161 20.3 ; 

1981 182 19.1 
I 

1 982/83 203 I 

1983184 !9.3 I 

1984185 18.2 : 

19.0 1985186 

1 986187 20.8 

18.9 ? 987188 

1988/89 t 9A I * I 

1989196 1 9.4 + 
f 

I 

I - 1990/9f $73 I 

Prefiminw data I , . 

SOURCE: ColkW nd aCul.W tiurn Minis@+ of M q  & intmmafimd I 
I 

CwpnDLn (MPIC], Cmhr for Indomratkm 1) Oocvm+nbih?, St- 
O . p r m * n C  &tf@s of Sh&lit SYudk~ - 3, - 1980180 ID f9M7; nd : I 
pnliminw data from 1987/86 to 19W1.  i 

I 

I 

I 
I 

US(UWAGR 
CPCT) 

311 8192 I 

, 1, 
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TABLE (3) 
t 

EGYPT: NOllllHJAL VALUE OF TOTAL ! 

AND AGRICULTURAL EXPORTS, I 

i 

1980f81 - 1989/90 
I 

I 

I 

i 

AGRICULTURE AS 

APERwwJh-OF 

TOTAL€woms 

1980/$1 2,395 464 19.4 i 

23.7 1981 182 1,988 471 ! 
1982183 2,203 184 21 -0 ' 

I 
I 

1 983184 2,190 1 83 8.4 I 

5.6 I 

151 1984185 2,892 I 

1 9 83/86 2,451 150 6.1 , I 
I 

563 27.3 1986187 2,082 
I 

1 

3 987188 3,408 703 2Q-CI I 

a.6, I ' 

1 988189 S,l 40 1,060 I 

! 

1989/90 6,665 1.302 19.5 ' 

The GmwM rates over (he period 1980/81 - 199UB1 for nal total exporn 
I 

i 

and real Agr. expofts wera -1.8% md -1 .I%. respwShfely. 

SOURCE: &ibcW mdcab&rrd llwn CAPWS 

I 

I 

I 
! 

USAIWAGR I I 
m 

31 18192 

I 

I kt 3" t 





T A B U  (5;) 
ffim. NOMINAL VALUE OF TOTAL 

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

t 

i 

B 

Imports 

29.0 
I 

1981 182 8,220 1,806 

2,042 2a.1 ! 
9 982183 7,274 ! 

I 

1,770 21.7 1983184 7,154 
26.9 I 

1984/85 7,235 1,943 
30.8 1 915186 6,960 2,143 

1986187 8,487 2,403 28.4 1 

14,455 3,767 26.1 1 981188 

1988/89 1 6,192 4,547 28.1 
32.4 21,082 6.834 1 989190 

The Growth rates over the period 4980181 - 1990/91 (or real tow importr I 
I 

and red food imports wen 02% and 0.6%. -respectively. 
! 

S 0 u R C E : C d ~ ~ ~ ~ C A P M A S .  

I 

I 

U W A G R  
I 

CAR0 
I 

311 8192 I 

"-7 $. 
, :. :< - I >  



TABLE (6.1) 
EGYPT: Nominal Value of Food Imports 

Wheat, Wheat Flour, Corn, Lentils, 
Broad Beans and Fruits 
1980181 - 1989/90 

Wheat a Wheat Lentil I 
1980181 679,590 280,503 186,336 22,825 19,808 2,079 
d981/82 653,689 221 ,168 152,576 34.1 33 21,873 6,194 
1962/83 583,691 243,663 193,828 29,512 2,456 14,981 
9 9S3184  665,a)87 266,924 221,828 14,281 0 6,808 
1984185 571,864 285,836 203,888 ' 4,101 0 4,753 
$985186 527,073 234,312 230,808 12,358 0 9 5  
1986/81 432,795 190,313 193.1 67 53,651 0 2,866 

1987P88 460,295 161,472 223,517 50,163 2,772 11,594 
1988189 864,900 227,613 167,682 60,869 0 7,648 
1989190 1,730,831 444,876 155,558 21,863 0 t 5,604 

The Growth rates over the period 1980/81 - 199@/91 far real valuos -of imports were as follows: 

Wheal -4.4%, wheat flour -6.Zoh, corn -6.6%, lentil -3.5%, broad bean -17.2% and fruits -3.4% 

.-. . -... CIU-R.c E;-.C AP.M AS - USAID/AG~AIRO 
- - - - -  - - -  - - - - -  - -  - - - - - -  - _  _ - -  ..._- _ _ _ _  .-_ ....- _ _ _  _ -  _ _ _ _  _ - _ _ _  

--- 311-8 /9-2- 

% 



TABLE (6.2) 
EGYPT: Nominal Value of Food Imports 

Red Meat, Poultry, Fish, 'Egg, Milk 
and Vegetable Oil 

Red Meat n Poultry u Vegetable Ll 
Nm. Val. l-Li-1 

1980181 134,767 56,910 22,692 3,237 1,062 26,716 
1 9 8 f 1 8 2  186,679 80,228 32,848 8,787 836 23,877 
t 982183 127,063 37,528 44,148 14,832 1,350 28,950 
1983184 225,223 84,364 52,726 $,960 1,502 28,459 
1984185 222,857 86,400 42,049 1 2,337 674 39,302 
19155186 255,038 48,714 47,448 t 3,960 7 1 47,255 
6986187 307,942 69,654 46,741 4,541 0 107,030 
1987188 356,935 77,696 84,421 14,709 0 157,912 
1988/89 455,544 25,990 102,253 14,350 0 309,904 
l 9 8 9 / 9 0  831,540 12,948 1'73,066 1.214 -. . 0 266,242 
* The Growth rates over the period 1980181 - 1990/91 for real values of imporlrr wen, as fdlows: 

red meat 1.1 %, poultry -1 1.4%. fish 1.2%, egg 8.4%, milk -22.2% and veg. oil 7%. USAIWAGR 
. - -  . . - . . A  . - - - L . . . . . , . .  -__. ." ._.___". ,__.. -- . - -- . -- . - . ---. - .--- - .-- - -. - " A .  - - - . -.- - - m- - 

SOURCE: CAPMAS 3/29\92 







TABLE (8.2) b 

EGYPT: FOOD PRODUCTION, IMPORT AND CONSUMPTION 
1984185 

Quantity ('000 Metric f ons) Per - capltr 

Conrumptlon, 

Wheat & Wheat Flour (1) 1,535 5,434 7,836 1 I1 2Q 

Corn 3,686 1,625 9,707 81 89 

Rice (2) 1,588 0 1,488 32 167 

Broad Beans 302 0 266 6 113 

Lea'tlls 13 13 34 1 40 

F ~ U I ~ S  2,441 5 2,012 44 621 

Ve~steb les  9,807 47 8,448 184 I t $  

Red Meat 51 1 154 651 1 11 79 

Poultry 447 75 522 1 *I 86 

Flah 190 105 302 7 63 

Egg 2,942 77 2,955 66 101) 

MIlk 2,087 1 2,088 46 108 

Veg. 011 I19 116 53s . 12 22 
- . .  

1,666 36 Sugar tretlnl 828 ' 731 50 

(1) Flour oqolvrknt W A Q i l  
. \. . .  . - .  . . . . . . . - . ' - .--- . . - - . . .. . .- -. . - -. .; - . -  (2) Mj1f.d t i i  aqUIvaMt - 

3130192 
'. 



TABLE (8.3) t 

EGYPT: FOOD PRODUCTION, IMPOFIT AND CONSUMPTION 

h 

Quantltv ('000 Metrlc Tons) Per - crsglta Production 

Wheat & Wheat Flour (1) 3,560 6,192 9,591 183 36 

Corn 4,799 1,230 4,081 18 118 

2,176 0 1,971 38 . 110 Rlce (2) 

Broad Bean8 315 0 266 6 141 

tent l ls  12 27 41 1 28 

Frulta 4,976 4 4,310 82 115 

Vegetablrr 10,365 31 8,929 1 70 116 

Red Mest 539 149 690 13 78 

Poultry 41 2 6 418 8 89 

Fl8h 277 1 39 41 2 8 67 

3,W1 - 4 3,721 71 t02 
Egg 
Mllk 2,178 0 2,178 42 100 

110 312 484 9 325 veg. 011 
Suaar (ref In1 832 561 1.399 27 'as 

ksMma3 
- .I 1) wuly-'!!. _ _ _ -. -. ._- . . . , - - -. . . - - . . -. . . . " -  - - - -  L - - - -  . - - .  - - .-- . - -..- . - . --" . . . - .  .-- ".CA#) 

(2) MIIW t~ca quhrmt 
;" 3/30192 
$,.-* 
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Table (9.1) 

~gypt:  O ~ S S  n~sd 
Dometa Investment, 

I 

(current prlcw, in LE'000,000) 
1 

Prlvata 



Table (9.2) 

Egypt: fixed Domestic Investment 

in the Agricultural Sector, ? 

(current prices, in LE'000,OOO) * 
I 

I Fl I 

A r. Sector Private Secto'r 

The Agricultural Sector includes Ministries of Agriculture and l rrigation I 

SOURCE: Minuistry of Planning 



Table (9.3) 1 

Egypt: Gram Fixed &tb h1veatm~11, 

1884185 Publio 
Prlv, 

. Tat4 
% In Pdv. S.C. 

191S186 Publlo 5,621.4 1,270.4 
Pflv. 2,065.1 1,316.9 
Tot4 7,687.2 2,587.0 

% In Pdv. Slc. 26.9% 60.9% 

19811117 Public 
Prlv, 
Told 

% In Pdv, m. 

1917110 Parbllc 
Prlv. 
Toad 

%InPrlu.aaU 

1 l)b1/8O Publlo 8,478.1 2,067.0 2,039.1 4,372.7 217.7 620.3 131.0 1,811.1 142.9 155.4 
Prlv. 4,237.0 1,042,O 346.0 l ,949.0 504,O 0 .O 604.0 1,300.0 0.0 145.0 
 TO^ 12.74 6.8 4,009.0 2,385.1 4,32 t .7 731.7 620,3 t ,342.0 3,1 t 6.1 142.0 300.4 

w lr, MV. * 33.3% 4#.1% 34.6% 30.8% 69.1% 0.0% J7,@% 41 .?% 0.0% 40.3% 

1919190 Publlo 11,185.1 
Ptlv. 6,131.3 
T9td 16,316.4 

%krQrl~,W. 31.4% 

1990/91 Bubllc 14,534.2 3,151.9 4,099.2 7,283.1 296.9 786.1 1,002.7 2,238.2 295.0 223.0 3.434.0. 
f rlv, 7,206.0 2,499.0 065. O 3,848.0 1,050,O 0.6 1,050.6 2.600.0 0.0 292.0 0,I) 
f otd 21,740.2 6,6SO.Q 4,964,2 1 1 2 S 1  1,346.0 79SJ 2,142.7 4,730.2 295.0 6 . 0  3,494.2 

# In Pltv, ikc. 33.1 % 
- - - -  . - 

44.2% 
- - -- - -. . - .. -- - .- - - "- -. 

17.4% 
- -.. .. 

94.8% 7I.QW 0.0% 49.0% 52.1s 0.8% 
- - --- 

86.7% 
- I - - - -  - +  - - - - -- -+ - -  _ _  ..._ - - 

u.mb 
i USAIIYA-CK) 

SOURCE: MinleCy of Planning 31301 92 


