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AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON. D C. 20523

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

,
FROM: ANE/PD, Ronald F. Venezia//<é;ZLAJLé;éZ§:1?T~/

SUBJECT: Regional Cooperation Program--Authorization of Maryut
Agro-Industrial Complex, Project 398-0158.14
(Einstein Foundation)

Issue: Your approval is required to authorize A.I.D. funding
for the start-up phase (initiation) of the Maryut
Agro-Industrial Complex Project under the Regional Cooperation
Program. Projected LOP AID funding is $2,000,000 for a
three-year period. FY 1988 funding of $1,000,000 has been
allocated.

Background: This project aims at the development of a model
integrated complex of agricultural production and
agro-industrial processing suitable for the Western Desert of
Egypt and the Israeli Negev, with project work carried out
principally at an Egyptian R&D site supported by coordinated
research in Israel. The activity was initially designed and
submitted to A.I.D. under the auspices of the Albert Einstein
Peace Prize Foundation (AEPPF) as a large scale, multi-year,
integrated agro-industrial development project for Egypt's
Western Desert. A three-year start-up phase was subsequently
split out from the overall plan and presented to A.I.D. for
funding under the Regional Cooperation Project in late CY 1987.
In order to facilitate preparation and review of the proposal,
the AEPPF entered into an agreement with the San Diego State
University Foundation (SDSUF) whereby the SDSUF would become the
grant recipient and principal administrator for the activity on
behalf of the AEPPF, playing a role comparable to the one it
also plays in the Cooperative Arid Lands Agricultural Research
(CALAR) Project.

Discussion: The overall aim of this project is to develop a
model complex of integrated rural and agricultural development
appropriate for arid regions, particularly Egypt's Western
Desert and the Israeli Negev. Emphasis in this phase will be on
determining the agronomic and economic feasibility of various
farm models and post-harvesting options including packinghouses,
cooling and cold storage, sorting, grading and processing. This
will be accomplished through: (1) adaptive research, based on
plans Jointly developed by Egyptian and Israeli scientists, on
species, cultivar materials and technologies developed elsewhere
with the aim of adapting them to the climate, so0il, water,




economic constraints, etc. of the Maryut site; (2) research in
Egypt and Israel on pot plant (ornamental) species and cultivars
suitable for the region, production methods and technologies
appropriate for the selected species and cultivars, and a study
of local and foreign market response; and (3) in both Egypt and
Israel, research on appropriate food processing options
including both production and domestic and foreign marketing
feasibility studies, development of formulae for processing of
the various products, and development of prototype processing
lines. Crops receiving major emphasis will be vegetables,
ornamentals, and fruits (peaches, nectarines, apples, grapes,
guava, olives).

The Government of Egypt has allocated roughly 60 acres for
establishment of the model farms, nurseries, and orchards that
will be the basis for the applied research activities.,
Implementing institutions will be, in Israel, the Institute for
Applied Research of Ben-Gurion University of the Negev together
with the Bsor Experimental Station of the Ministry of
Agriculture's Research Organization and, in Egypt, the Ministry
of Agriculture & Land Reclamation and Ain-Shams University. The
AEPPF will provide ongoing guidance through membership on the
Executive Committee, and will concentrate its efforts in raising
private funds to support activities beyond the three-year
start-up phase; SDSUF will assume responsibility for overall
project management and administration. Day-to-day management
will be assumed by the Egyptian and Israeli recipients, with
on-site control in Egypt exercised by a Project Manager
reporting directly to the Office of the Under Secretary of State
for Land Reclamation (GOE).

The initial review by the Project Review Committee was held on
February 16, 1988. At that time, several issues were raised
which required further information and analysis from AEPPF and
SDSUF. These concerned, primarily, the "mutuality" of both the
objectives and processes. As initially presented, the activity
appeared to be much more an Israel-to-Egypt technical assistance
project than a mutually beneficial, collaborative project; thus,
there was room to question whether the activity qualified for
funding under the Regional Cooperation Program, Additional
guestions were raised regarding proposed implementation
procedures and the lack of budget detail.

In response to these questions an addendum to the proposal was
submitted in June of this year. 1In a meeting on July 28 the
Project Review Committee determined that the questions had been
adequately addressed and recommended that the proposed project
be authorized. The PRC determined that while the proposal does
not fully offer the mutual scientific research collaboration



preferred in Regional Cooperation activities--in this case,
there will still be a major element of Israel-to-Egypt
technology transfer--the project affords sufficient scientific
cooperation between, and mutual benefits to, Egypt and Israel
and is consistent with the overall objectives of the Regional
Cooperation Program, Specifically, the project has been
collaboratively developed, and all indications are that working
relationships have been, and will continue to be, close and
effective. And, while the R&D facilities will be located in
Egypt, relevant agronomic and agro-industrial research
(primarily on the pot-plant industry and appropriate food
processing packages) will be undertaken in both countries; the
findings of this research will benefit development efforts in
both Israel and Egypt. The project is in line with both the
Egyptian Government's plans for development and settlement of
the Western Desert and the Government of Israel's comprehensive
plan for development of the Negev.

This project is exempt from the Agency's Environmental
Procedures under Section 216,.,2 of the Procedures (22 CFR 216),
because of the fact that it is a research activity of limited
scope and carefully controlled nature. The site for the
agro-industrial complex is on already developed land adjacent to
the Cairo-Alexandria Desert Highway. No new land development
will be undertaken.

Although the project will be addressing the issue of developing
agricultural products for export as well as domestic marketing,
it complies with A.I.D. rules on ESF-funded agricultural support
activities. Specifically, the project complies with A.I.D.
Policy Determination (PD) 71 because it does not involve
production, processing or marketing of sugar, palm oil or citrus
for export. Also, the project complies with PD-15 because it
does not support the production of agricultural commodities for
export that would directly compete with exports of similar U.,S.
agricultural exports to third countries and have a significant
impact on U.S. exporters. 1In this connection, it should be
noted that project activities are confined to research and
development. Thus, while certain elements of the work to be
undertaken relative to pot plant production could be construed
as activities designed ultimately to increase exports (e.gs, the
planned study of local and foreign market response), these
activities will not have an impact, significant or otherwise, on
U.S. exports of pot plants because no production will be
undertaken under the project. It should also be noted that the
work on food processing packages to be supported by the project
is similarly of a research nature.

Competition is to be used to the maximum practicable extent for
the award of cooperative agreements. (See A.I.D. Handbook 13,



para 2B.) However, competition is not required for an
assistance award to a recipient of a cooperative agreement in
such circumstances as are determined to be critical to the
objectives of the foreign assistance program by the cognizant
Assistant Administrator. 1In this case, competition will not be
used for the cooperative agreement to SDSUF. The circumstance
determined to be critical to the objectives of the foreign
assistance program in this case is the importance of promoting
Regional Cooperation projects in the Middle East, as mandated in
Section 202(c) of the International Security and Development
Cooperation Act of 1985, by allowing and encouraging the AEPPF
and similar institutions to establish relationships with
prospective recipients such as SDSUF which will assist in
developing and submitting worthwhile project proposals.

The budget for the three-year project is approximately $2.19
million, of which the Agency has agreed to fund $2 million. The
largest single budget item, at $630,000, is salaries for project
staff, including a resident Israeli technical advisor at the
site in Egypt. Equipment and supplies are budgeted at $445,000,
training and extension short-courses (for Egyptian and Israeli
farmers) at $116,000, and capital development costs at

$112,000. SDSUF has agreed to a reduced overhead rate of 15%,
for a total estimated overhead cost of $284,000.

As for source and origin of commodities (and nationality of
suppliers), the project may obtain commodities financed under
the cooperative agreement in Egypt, Israel and the U.S. This is
in compliance with A.I.D. procurement rules which specify that
while the U.S, is the authorized source for cooperative
agreements in excess of $250,000, the host country may be made
an authorized source under any form of project assistance in the
project authorization, e.g., when local costs are to be
financed. [Handbook 1, Supp. B, para 5Ald(3).] For purposes of
the Regional Cooperation Program, Egypt and Israel are
considered to be the host countries.

Recommendation: That you sign the attached authorization to
provide LOP funding in the amount of $2 million for the Maryut
Agro-Industrial Complex, a project of the Regional Cooperation
Program, with a PACD of August 30, 1991, including a
determination that competition is not required for selection of
the recipient based on circumstances determined to be critical
to the objectives of the foreign assistance program.
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