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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR, BUREAU FOR 
ASIA AND NEAR EAST 

FROM: ANE/PD, Rona ld  F. Y e n e z i a P m T f  

SUBJECT: R e g i o n a l  C o o p e r a t i o n  P r o g r a m - - A u t h o r i z a t i o n  o f  Maryut  
A g r o - I n d u s t r i a l  Complex,  P r o j e c t  398-0158.14 
( E i n s t e i n  F o u n d a t i o n )  

I s s u e :  Your a p p r o v a l  is r e q u i r e d  t o  a u t h o r i z e  A . I . D .  f u n d i n g  
f o r  t h e  s t a r t - u p  p h a s e  ( i n i t i a t i o n )  o f  t h e  Maryut  
A g r o - I n d u s t r i a l  Complex P r o j e c t  under  t h e  R e g i o n a l  C o o p e r a t i o n  
Program.  P r o j e c t e d  LOP A I D  f u n d i n g  i s  2 ,000 ,000  f o r  a 
t h r e e - y e a r  p e r i o d .  FY 1988  f u n d i n g  o f  1 , 0 0 0 , 0 0 0  h a s  been  
a l l o c a t e d .  

Background:  T h i s  p r o j e c t  a ims  a t  t h e  deve lopmen t  o f  a model 
i n t e g r a t e d  complex o f  a g r i c u l t u r a l  p r o d u c t i o n  and  
a g r o - i n d u s t r i a l  p r o c e s s i n g  s u i t a b l e  f o r  t h e  Wes t e rn  D e s e r t  o f  
Egypt  a n d  t h e  I s r a e l i  Negev, w i t h  p r o j e c t  work c a r r i e d  o u t  
p r i n c i p a l l y  a t  a n  E g y p t i a n  R & D  s i t e  s u p p o r t e d  by c o o r d i n a t e d  
r e s e a r c h  i n  I s r a e l .  The a c t i v i t y  was i n i t i a l l y  d e s i g n e d  a n d  
s u b m i t t e d  t o  A . I . D .  under  t h e  a u s p i c e s  of  t h e  A l b e r t  E i n s t e i n  
P e a c e  P r i z e  F o u n d a t i o n  (AEPPF) as  a l a r g e  scale ,  m u l t i - y e a r ,  
i n t e g r a t e d  a g r o - i n d u s t r i a l  deve lopmen t  p r o j e c t  f o r  E g y p t ' s  
Wes t e rn  D e s e r t .  A t h r e e - y e a r  s t a r t - u p  p h a s e  was s u b s e q u e n t l y  
s p l i t  o u t  f rom t h e  o v e r a l l  p l a n  and  p r e s e n t e d  t o  A . I . D .  f o r  
f u n d i n g  unde r  t h e  R e g i o n a l  C o o p e r a t i o n  P r o j e c t  i n  l a t e  CY 1987 .  
I n  o r d e r  t o  f a c i l i t a t e  p r e p a r a t i o n  and  r e v i e w  o f  t h e  p r o p o s a l ,  
t h e  AEPPF e n t e r e d  i n t o  a n  a g r e e m e n t  w i t h  t h e  San Diego  S t a t e  
U n i v e r s i t y  F o u n d a t i o n  (SDSUF) whereby t h e  SDSUF would become t h e  
g r a n t  r e c i p i e n t  a n d  p r i n c i p a l  a d m i n i s t r a t o r  f o r  t h e  a c t i v i t y  on 
b e h a l f  o f  t h e  AEPPF, p l a y i n g  a r o l e  compa rab l e  t o  t h e  one  i t  
a l s o  p l a y s  i n  t h e  C o o p e r a t i v e  A r i d  Lands  A g r i c u l t u r a l  R e s e a r c h  
( C A L A R )  P r o j e c t .  

D i s c u s s i o n :  The  o v e r a l l  a im of  t h i s  p r o j e c t  is t o  d e v e l o p  a  
model complex of i n t e g r a t e d  r u r a l  and  a g r i c u l t u r a l  deve lopmen t  
a p p r o p r i a t e  f o r  a r i d  r e g i o n s ,  p a r t i c u l a r l y  E g y p t ' s  w e s t e r n  
D e s e r t  and  t h e  I s r a e l i  Negev. Emphas i s  i n  t h i s  p h a s e  w i l l  b e  o n  
d e t e r m i n i n g  t h e  ag ronomic  and  economic  f e a s i b i l i t y  o f  v a r i o u s  
f a r m  mode l s  a n d  p o s t - h a r v e s t i n g  o p t i o n s  i n c l u d i n g  p a c k i n g h o u s e s ,  
c o o l i n g  and  c o l d  s t o r a g e ,  s o r t i n g ,  g r a d i n g  and  p r o c e s s i n g .  T h i s  
w i l l  b e  a c c o m p l i s h e d  t h r o u g h :  (1) a d a p t i v e  r e s e a r c h ,  b a s e d  on  
p l a n s  j o i n t l y  d e v e l o p e d  by E g y p t i a n  and I s r a e l i  s c i e n t i s t s ,  on 
s p e c i e s ,  c u l t i v a r  m a t e r i a l s  and  t e c h n o l o g i e s  d e v e l o p e d  e l s e w h e r e  
w i t h  t h e  aim of a d a p t i n g  them t o  t h e  c l i m a t e ,  s o i l ,  w a t e r ,  



economic c o n s t r a i n t s ,  e t c .  of t h e  Maryut s i t e ;  ( 2 )  r e s e a r c h  i n  
Egypt and I s r a e l  on p o t  p l a n t  ( o r n a m e n t a l )  s p e c i e s  and c u l t i v a r s  
s u i t a b l e  f o r  t h e  r e g i o n ,  p r o d u c t i o n  methods and t e c h n o l o g i e s  
a p p r o p r i a t e  f o r  t h e  s e l e c t e d  s p e c i e s  and c u l t i v a r s ,  and a  s t u d y  
of l o c a l  and f o r e i g n  marke t  r e s p o n s e ;  and ( 3 )  i n  bo th  Egypt  and 
I s r a e l ,  r e s e a r c h  on a p p r o p r i a t e  food  p r o c e s s i n g  o p t i o n s  
i n c l u d i n g  b o t h  p r o d u c t i o n  and d o m e s t i c  and f o r e i g n  m a r k e t i n g  
f e a s i b i l i t y  s t u d i e s ,  development  of f o r m u l a e  f o r  p r o c e s s i n g  o f  
t h e  v a r i o u s  p r o d u c t s ,  and development  of p r o t o t y p e  p r o c e s s i n g  
l i n e s .  Crops  r e c e i v i n g  major  emphas is  w i l l  b e  v e g e t a b l e s ,  
o r n a m e n t a l s ,  and f r u i t s  ( p e a c h e s ,  n e c t a r i n e s ,  a p p l e s ,  g r a p e s ,  
guava ,  o l i v e s ) .  

The Government of Egypt  h a s  a l l o c a t e d  r o u g h l y  60 a c r e s  f o r  
e s t a b l i s h m e n t  of  t h e  model f a r m s ,  n u r s e r i e s ,  and o r c h a r d s  t h a t  
w i l l  b e  t h e  b a s i s  f o r  t h e  a p p l i e d  r e s e a r c h  a c t i v i t i e s .  
Implement ing i n s t i t u t i o n s  w i l l  b e ,  i n  I s r a e l ,  t h e  I n s t i t u t e  f o r  
App l i ed  Resea rch  of Ben-Gur i o n  U n i v e r s i t y  of t h e  Negev t o g e t h e r  
w i t h  t h e  Bsor  E x p e r i m e n t a l  S t a t i o n  of t h e  M i n i s t r y  of  
A g r i c u l t u r e ' s  R e s e a r c h  O r g a n i z a t i o n  and,  i n  Egypt ,  t h e  M i n i s t r y  
of  A g r i c u l t u r e  & Land Rec lama t ion  and Ain-Shams U n i v e r s i t y .  The 
AEPPF w i l l  p r o v i d e  ongoing g u i d a n c e  t h r o u g h  membership on t h e  
E x e c u t i v e  Commit tee ,  and w i l l  c o n c e n t r a t e  i t s  e f f o r t s  i n  r a i s i n g  
p r i v a t e  f u n d s  t o  s u p p o r t  a c t i v i t i e s  beyond t h e  t h r e e - y e a r  
s t a r t - u p  phase ;  SDSUF w i l l  assume r e s p o n s i b i l i t y  f o r  o v e r a l l  
p r o j e c t  management and a d m i n i s t r a t i o n .  Day-to-day management 
w i l l  b e  assumed by t h e  E g y p t i a n  and I s r a e l i  r e c i p i e n t s ,  w i t h  
o n - s i t e  c o n t r o l  i n  Egypt e x e r c i s e d  by a  P r o j e c t  Manager 
r e p o r t i n g  d i r e c t l y  t o  t h e  O f f i c e  of t h e  Under S e c r e t a r y  of S t a t e  
f o r  Land Rec lama t ion  ( G O E )  . 
The i n i t i a l  r ev i ew by t h e  P r o j e c t  Review Committee was h e l d  on 
F e b r u a r y  1 6 ,  1988.  A t  t h a t  time, s e v e r a l  i s s u e s  were r a i s e d  
which r e q u i r e d  f u r t h e r  i n f o r m a t i o n  and a n a l y s i s  from AEPPF and  
SDSUF, These  c o n c e r n e d ,  p r i m a r i l y ,  t h e  " m u t u a l i t y "  of  b o t h  t h e  
o b j e c t i v e s  and p r o c e s s e s .  A s  i n i t i a l l y  p r e s e n t e d ,  t h e  a c t i v i t y  
a p p e a r e d  t o  b e  much more a n  I s r a e l - t o - E g y p t  t e c h n i c a l  a s s i s t a n c e  
p r o j e c t  t h a n  a  m u t u a l l y  b e n e f i c i a l ,  c o l l a b o r a t i v e  p r o j e c t ;  t h u s ,  
t h e r e  was room t o  q u e s t i o n  whether  t h e  a c t i v i t y  q u a l i f i e d  f o r  
f u n d i n g  under  t h e  R e g i o n a l  C o o p e r a t i o n  Program. A d d i t i o n a l  
q u e s t i o n s  were r a i s e d  r e g a r d i n g  proposed  i m p l e m e n t a t i o n  
p r o c e d u r e s  and t h e  l a c k  of budge t  d e t a i l .  

I n  r e s p o n s e  t o  t h e s e  q u e s t i o n s  a n  addendum t o  t h e  p r o p o s a l  was 
s u b m i t t e d  i n  J u n e  of t h i s  y e a r .  I n  a  meet ing  on J u l y  28  t h e  
P r o j e c t  Review Committee d e t e r m i n e d  t h a t  t h e  q u e s t i o n s  had b e e n  
a d e q u a t e l y  a d d r e s s e d  and recommended t h a t  t h e  p roposed  p r o j e c t  
be  a u t h o r i z e d .  The PRC d e t e r m i n e d  t h a t  w h i l e  t h e  p r o p o s a l  d o e s  
n o t  f u l l y  o f f e r  t h e  mutua l  s c i e n t i f i c  r e s e a r c h  c o l l a b o r a t i o n  



p r e f e r r e d  i n  Regional  Cooperat ion a c t i v i t i e s - - i n  t h i s  c a s e ,  
t h e r e  w i l l  s t i l l  be a  major element of Is rae l - to-Egypt  
technology t r a n s f e r - - t h e  p r o j e c t  a f f o r d s  s u f f i c i e n t  s c i e n t i f i c  
coopera t ion  between, and mutual b e n e f i t s  t o ,  Egypt and I s r a e l  
and is c o n s i s t e n t  wi th  t h e  o v e r a l l  o b j e c t i v e s  of t h e  Regional  
Cooperat ion Program. S p e c i f i c a l l y ,  t h e  p r o j e c t  has been 
c o l l a b o r a t i v e l y  developed,  and a l l  i n d i c a t i o n s  a r e  t h a t  working 
r e l a t i o n s h i p s  have been, and w i l l  c on t i nue  t o  be, c l o s e  and 
e f f e c t i v e .  And, while t h e  R&D f a c i l i t i e s  w i l l  be l o c a t e d  i n  
Egypt, r e l e v a n t  agronomic and a g r o - i n d u s t r i a l  r e sea r ch  
( p r i m a r i l y  on t h e  po t -p lan t  i n d u s t r y  and a p p r o p r i a t e  food 
p roces s ing  packages)  w i l l  be undertaken i n  both c o u n t r i e s ;  t h e  
f i n d i n g s  of t h i s  r e sea r ch  w i l l  b e n e f i t  development e f f o r t s  i n  
both I s r a e l  and Egypt. The p r o j e c t  is i n  l i n e  w i t h  both t h e  
Egyptian Government's p l ans  f o r  development and s e t t l e m e n t  of 
t h e  Western Deser t  and t h e  Government of ~ s r a e l ' s  comprehensive 
p lan  f o r  development of t h e  Negev. 

T h i s  p r o j e c t  is exempt from t h e  Agency's Environmental 
Procedures  under S e c t i o n  2 1 6 . 2  of t h e  p rocedures  ( 2 2  CFR 2 1 6 ) ,  
because of t h e  f a c t  t h a t  i t  is a  research  a c t i v i t y  of l i m i t e d  
scope and c a r e f u l l y  c o n t r o l l e d  na tu r e .  The s i t e  f o r  t h e  
a g r o - i n d u s t r i a l  complex is on a l r e a d y  developed land a d j a c e n t  t o  
t h e  Cairo-Alexandria Desert  Highway. No new land  development 
w i l l  be undertaken.  

Although t h e  p r o j e c t  w i l l  be address ing  t h e  i s s u e  of developing 
a g r i c u l t u r a l  p roduc t s  f o r  expo r t  a s  we l l  a s  domes t ic ,marke t ing ,  
i t  complies w i t h  A . I . D .  r u l e s  on ESF-funded a g r i c u l t u r a l  suppor t  
a c t i v i t i e s .  S p e c i f i c a l l y ,  t h e  p r o j e c t  complies w i t h  A . I . D .  
P o l i c y  Determinat ion ( P D )  7 1  because i t  does not invo lve  
p roduc t ion ,  p rocess ing  o r  marketing of s u g a r ,  palm o i l  or  c i t r u s  
f o r  expor t .  Also,  t h e  p r o j e c t  complies w i t h  PD-15 because i t  
does not  suppor t  t h e  p roduc t ion  of a g r i c u l t u r a l  commodities f o r  
expo r t  t h a t  would d i r e c t l y  compete w i t h  e x p o r t s  of s i m i l a r  U.S. 
a g r i c u l t u r a l  e x p o r t s  t o  t h i r d  c o u n t r i e s  and have a  s i g n i f i c a n t  
impact on U.S. e x p o r t e r s .  I n  t h i s  connec t ion ,  i t  should  be 
noted t h a t  p r o j e c t  a c t i v i t i e s  a r e  conf ined t o  r e sea rch  and 
development. T h u s ,  wh i l e  c e r t a i n  elements of t h e  work t o  be 
undertaken r e l a t i v e  t o  po t  p l a n t  p roduc t ion  could  be cons t rued  
a s  a c t i v i t i e s  des igned u l t i m a t e l y  t o  i n c r e a s e  expo r t s  (e .g. ,  t h e  
planned s tudy  of l o c a l  and f o r e i g n  market r e s p o n s e ) ,  t h e s e  
a c t i v i t i e s  w i l l  not  have an impact ,  s i g n i f i c a n t  or o the rwi se ,  on 
U . S .  e x p o r t s  of po t  p l a n t s  because no product ion w i l l  be 
undertaken under t h e  p r o j e c t .  I t  should  a l s o  be noted t h a t  t h e  
work on food process ing  packages t o  be suppor ted  by t h e  p r o j e c t  
is  s i m i l a r l y  of a  research  na tu r e .  

Competi t ion is t o  be used t o  t h e  maximum p r a c t i c a b l e  e x t e n t  f o r  
t h e  award of coope ra t i ve  agreements.  (See  A . I . D .  Handbook 13, 



p a r a  2B.) However, c o m p e t i t i o n  is  n o t  r e q u i r e d  f o r  a n  
a s s i s t a n c e  award t o  a  r e c i p i e n t  of a  c o o p e r a t i v e  agreement  i n  
such  c i r c u m s t a n c e s  a s  a r e  de t e rmined  t o  b e  c r i t i c a l  t o  t h e  
o b j e c t i v e s  of t h e  f o r e i g n  a s s i s t a n c e  program by t h e  c o g n i z a n t  
A s s i s t a n t  A d m i n i s t r a t o r .  I n  t h i s  c a s e ,  c o m p e t i t i o n  w i l l  n o t  b e  
used f o r  t h e  c o o p e r a t i v e  agreement  t o  SDSUF. The c i r c u m s t a n c e  
d e t e r m i n e d  t o  b e  c r i t i c a l  t o  t h e  o b j e c t i v e s  of t h e  f o r e i g n  
a s s i s t a n c e  program i n  t h i s  c a s e  is t h e  impor t ance  of promot ing  
R e g i o n a l  C o o p e r a t i o n  p r o j e c t s  i n  t h e  Middle E a s t ,  a s  mandated i n  
S e c t i o n  2 0 2 ( c )  o f  t h e  I n t e r n a t i o n a l  S e c u r i t y  and Development 
C o o p e r a t i o n  Act of 1985,  by a l l o w i n g  and e n c o u r a g i n g  t h e  AEPPF 
and s i m i l a r  i n s t i t u t i o n s  t o  e s t a b l i s h  r e l a t i o n s h i p s  wi th  
p r o s p e c t i v e  r e c i p i e n t s  such  a s  SDSUF which w i l l  a s s i s t  i n  
d e v e l o p i n g  and s u b m i t t i n g  wor thwhi l e  p r o j e c t  p r o p o s a l s .  

The budge t  f o r  t h e  t h r e e - y e a r  p r o j e c t  is a p p r o x i m a t e l y  $2.19 
m i l l i o n ,  of which t h e  Agency h a s  ag reed  t o  fund  $2 m i l l i o n .  The 
l a r g e s t  s i n g l e  budget  item, a t  $630,Q0O1 i s  s a l a r i e s  f o r  p r o j e c t  
s t a f f ,  i n c l u d i n g  a  r e s i d e n t  I s r a e l i  t e c h n i c a l  a d v i s o r  a t  t h e  
s i t e  i n  Egypt .  Equipment and s u p p l i e s  a r e  budge ted  a t  $ 4 4 5 , 0 0 0 ~  
t r a i n i n g  and e x t e n s i o n  s h o r t - c o u r s e s  ( f o r  E g y p t i a n  and I s r a e l i  
f a r m e r s )  a t  $116,000,  and c a p i t a l  development  c o s t s  a t  
$112,000.  SDSUF h a s  a g r e e d  t o  a  reduced  overhead  r a t e  of 1 5 % ,  
f o r  a  t o t a l  e s t i m a t e d  overhead  c o s t  of $284,000.  

A s  f o r  s o u r c e  and o r i g i n  of commodit ies  ( a n d  n a t i o n a l i t y  of 
s u p p l i e r s ) ,  t h e  p r o j e c t  may o b t a i n  commodi t ies  f i n a n c e d  under  
t h e  c o o p e r a t i v e  agreement  i n  Egypt ,  I s r a e l  and t h e  U.S. T h i s  is  
i n  compl iance  w i t h  A . I . D .  p rocurement  r u l e s  which s p e c i f y  t h a t  
w h i l e  t h e  U.S. is  t h e  a u t h o r i z e d  s o u r c e  f o r  c o o p e r a t i v e  
ag reemen t s  i n  e x c e s s  of $250,000,  t h e  h o s t  c o u n t r y  may b e  made 
an a u t h o r i z e d  s o u r c e  under any  form of p r o j e c t  a s s i s t a n c e  i n  t h e  
p r o j e c t  a u t h o r i z a t i o n ,  e . g . ,  when l o c a l  c o s t s  a r e  t o  b e  
f i n a n c e d .  [Handbook I ,  Supp. B ,  p a r a  5 A l d ( 3 ) . 1  For  p u r p o s e s  of 
t h e  R e g i o n a l  C o o p e r a t i o n  Program, Egypt and I s r a e l  a r e  
c o n s i d e r e d  t o  be t h e  h o s t  c o u n t r i e s .  

Recommendation: Tha t  you s i g n  t h e  a t t a c h e d  a u t h o r i z a t i o n  t o  
p r o v i d e  LOP f u n d i n g  i n  t h e  amount of  $2 m i l l i o n  f o r  t h e  Maryut 
A g r o - I n d u s t r i a l  Complex, a  p r o j e c t  of t h e  R e g i o n a l  C o o p e r a t i o n  
Program, w i t h  a  PACD of  August  30 ,  1991,  i n c l u d i n g  a  
d e t e r m i n a t i o n  t h a t  c o m p e t i t i o n  is  n o t  r e q u i r e d  f o r  s e l e c t i o n  of  
t h e  r e c i p i e n t  based  on c i r c u m s t a n c e s  de t e rmined  t o  be  c r i t i c a l  
t o  t h e  o b j e c t i v e s  of t h e  f o r e i g n  a s s i s t a n c e  program. 

At tachment :  a / s  



Clearances: 
DAA/ANE:WFuller 
ANE/PD : RFVenez ia 
ANE/PD:BOdell 
ANE/EE :TLiercke 
ANE/EE :BPorter 
ANE/TR:BTurner 
ANE/DP :PBenedict 
GC/ANE : JPower 
ANE/PD/MNE:KSaterson 
SER/OP/OS/LAC :JJohnson 

1 

(draft) 
(draf t  1 


