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THE SECRETAFIY O F  STATE 

WASHINGTON 

February 9 ,  1978 

Dear M r .  Speaker: 

A s  r equ i r ed  by Sec t ion  9 of t h e  I n t e r n a t i o n a l  S e c u r i t y  
Ass i s tance  A c t  of  1977 I am p leased  t o  t r ansmi t  t h e  S p e c i a l  
In teragency Task Force review o f  t h e  s e c u r i t y  suppor t ing  
a s s i s t a n c e  program f o r  E m t .  

The review w a s  prepared by a Task Force cha i r ed  by t h e  
A s s i s t a n t  Adminis t ra tor  of  A . I . D . ' s  Near E a s t  Bureau. The 
Task Force included r e p r e s e n t a t i v e s  of t h e  Department of 
S t a t e ,  Treasury,  and Agr i cu l tu re ;  t h e  Nat ional  Security 
Council;  and t h e  O f f i c e  o f  Management an2 Budget. The views 
of  E s ~ t i a n  Gavernment o f f i c i a l s  were considersd incor -  

, ?ora ted  in  t h e  review. Outs ide  c o n s u l t a n t s  use12 by t h e  Task 
Force, i n  response t o  Sec t ion  9 ( b ) ,  included t h e  U.S. Depart- 
ment of  Agr i cu l tu re  ( w i t h  p a r t i c i p a t i o n  by t h e  Un ive r s i t y  of  
C a l i f o r n i a  a t  Davis ) ,  Arthur  D. L i t t l e ,  and a tezm of U . S .  

- businessmen assembled wi th  the help  of t h e  Egypt-U.S. 
a u s i n e s s  Council.  

The r e p o r t  d e s c r i b e s  a count ry  a s s i s t a n c e  program i n  
t r a n s i t i o n .  The programs proposed f o r  Egypt denoas t za t e  
an increased emphasis on development a c t i v i t i e s ,  i nc lud ing  
expanded U.S. a s s i s t a n c e  t o  ~ & t ' s  p r i v a t e  s e c t o r  and 
a 5 r i c u l t u r e .  

The report ana lyzes  t h e  i n t e r r e l a t i o n s h i p  of o c r  p o l i -  
t i c a l  and economic o b j e c t i v e s  i n  Egypt. I t  p o i n t s  o u t  how 
an imprcvement i n  l i v i n g  s t anda r2s  and t a n g i b l e  economic 
progress  are needed t o  suppor t  t h e  goa l  of  l a s t i n g  peace 
i n  Egypt and t h e  Middle E a s t . .  

This  r e p o r t  a l s o  s e rves  t o  ampli fy ,  and i s  f u l l y  con- 
s i s t e n t  wi th ,  t h e  F Y  1979 program and budget r e q u e s t  f o r  
Egypt of the Agency f o r  I n t e r n a t i o n a l  Development. 

The Honorable 
Thomas P.  O 'Ne i l l ,  

Speaker of t h e  Rouse of Represen ta t ives .  



,Mr. Speaker,  I welcome t h e  Consress '  i n t e r e s t  i n  
Esypt and i t s  neighboring coun t r i e s :  I t r u s t  t h a t  t h  
~ d s k  Force r e p o r t  w i l l  a i d  t h e  c o n t i n u i n g  j o i n t  e f f o r  
of the Executive and L e g i s l a t i v e  branches  t o  shape a  
program of eco-nomic a s s i s t a n c e  f o r  Egypt which i s  
suppo r t i ve  of  t h e  o b j e c t i v e  of  b r i ng ing  peace t o  t h e  
Xiddle Eas t .  

S i n c e r e l y ,  p 



THE SECRETARY O F  STATE 

WASH I NGTON 

February 9, 1978 

Dear Chai-man: 

As required by Section 9 of the International Security 
Assistance Act of 1977 I am pleased to transmit the Special 
Interagency Task Force review of the security supporting 
assistance program for Egypt. 

The review was prepared by a Task Force chaired by the 
Assistant Administrator of A.I.D.'s Near East Bureau. The 
Task Force included representatives of the Department of 
State, Treasury, and Agriculture; the National Security 
Council; and the Office of Mznagment and Budget. The views 
of Emtian Government officials were considered and incor- 
porated in the review. Outside consultants used by the Task 
Force, in response to Section 9(5), included the U.S. Depart- 
ment of Agriculture (with participation by the University of 
California at Davis), Arthur D. Little, and a team of U.S. 
businessnen assembled with the help of the Egypt-U.S. 
Busiaess Council. 

The report describes a country assistance program in 
transition. The programs proposed for Egypt demonstrzte 
an increased emphasis on development activities, including 
exsanded U.S. assistance to Egypt's private sector and 
agriculture. 

The report analyzes the interrelationship of our poli- 
tical and economic objectives in Egypt. It points out how 
an improvement in living standards and tangible economic 
progress are needed to support the goal of lasting peace 
in Egypt and the Middle East. 

This report also serves to amplify, and is fully con- 
sistent with, the FY 1979 program and budget request for 
Egypt of the.Agency for International Development. 

The Honorable 
John Spar-ban, 

Chairman, Committee on Foreign Relations, 
United States Senate. 



Mr. Chairman, I welcome the Congress' interest in 
Egypt and its neighboring countries. I trust that the 
Task Force report will aid the continuing joint efforts 
of the Executive and Legislative branches to shape a 
program of economic assistance for Egypt which is 
supportive of the objective of bringing peace to the 
Middle East. 

Sincerely, f 



C. S. ECONO?!IC ASSISTANCE TO EGYPT: 

S W ? Y  OF TASK FORCE FIXDINGS CONCLUSIONS 

( i n  r e sponse  t o  S e c t i o n  9 

of t h e  

I n t e r n a t i o n a l  S e c c r i t y  A s s i s t a n c e  Act of 1977) 

HavFng completed a r e v i e v  o f  U.S. e c o n o ' d c  a i d  t o  Egypt,  an  Execu t ive  
Branch in ter -agency Task Force  has concluded as fo l lows :  

The Goal of  Peace and U.S. A s s i s t a n c e  Goals  

The J.S. a i d  s t r a t e g y  c o r t e c t l y  a s s u a e s  t h a t  b o t h  adequa te  l i v i n g  
s t a a d a r d s  aad t a n g i b l e  economic p r o g r e s s  a r e  needed t o  suppor r  t h e  g o a l  
of l a s t i a g  peace  +in Egypt and t h e  r e s t  of t h e  Xidd le  East. 

* Maintenance and iclproveaxent of l i v i n g  s t a n d a r d s  a r e  r e q u i r e d  t o  
s u p p o r t  t h e  p o l i c i e s  o f  modera t ion  and peace  of t h e  Sadat  
Government. 

* U . S .  a i d  n u s t  s e r v e  b o t h  s h o r t -  and l o n g e r - t e r n  economic 
o b j e c t i v e s  and come t o  g r i p s  u i c h  a wide spect rum of s o c i a l  and 
economic needs .  

T o t a l  U .  S .  A s s i s t a n c e  Request  

K e  canno t  predic:  a t  t h i s  moment how t h e  peace  p r o c e s s  now under way i n  
t h e  YAddle E a s t  w l l l  a f f e c t  Egypt ' s  need f o r  external r e s o u r c e s .  Our 
assumut ion  i s  t h a t  U.S. p o l i t i c a l  g o a l s  i n  Egypt and i n  t h e  r e g i o n  
r e q u i r e ,  a t  l e a s t  f o r  F? 1 9 7 9 ,  a  c o n t i n u a t i o n  of t h e  c u r r e n t  U.S. 
economic a s s i s t a n c e  l e v e l  of abou t  $1  b i l l i o n .  U.S. a i d  w i l l  ~ r o v i d e  
an  e s s e n t i a l  complement t o  t h e  v e r y  s u b s t a n t i a l  balance-of-payments 
and p r o j e c t  a i d  now provided bp t h e  Arab s t a t e s ,  t h e  World Bank, t h e  
M F ,  and a number of  o t h e r  b i l a t e r a l  donors .  

To c a r r y  o u t  t h e  recommendations of ou r  r e p o r t ,  

* A.I.D. is r e q u e s t i n g  f o r  F'Y 1979 a t o t a l  of $750 n i l l i o n  i n  neu  
o b l i g a t i n g  a u t h o r i t y .  

* I n  a d d i t i o n ,  $207 m i l l i o n  i s  planned f o r  new ?L 480 food programs 
i n  F71 1979.  



h p o r  t F i n a c c i n q  

The h imed ia t e  g o a l s  of U.S. a i d  a r e :  

* t o  suppor t  d i r e c t l y  and v i s i b l y  t h e  Egypt ian  Government's 
e f f o r t  t o  m a i n t a i n  economic s t a b i l i t y  and p r o g r e s s .  

* t o  s u s t a i n  and,  i f  p o s s i b l e ,  i n c r e a s e  t h e  economic wel l -be ing  
of key e l e n e n t s  of  t h e  urban p o p u l a t i o n ,  and 

* t o  c r e a t e  employment o p p o r t u n i t i e s  ove r  t h e  n e x t  few y e a r s .  

A. L.D. ' s Commodity Lmport Program--for which $250 m i l l i o n  i n  new funds  
is sought  i n  ZT 1979-and t h e  PL 480 program-for w b c h  $207 m i l l i o n  
is planned--are, i n  t h e  Task F o r c e ' s  v iew,  a p p r o p r i a t e  and e s s e n t i a l  
means t o  p rov ide :  

* v i t a l  consumption goods,  such as wheat ,  e d i b l e  o i l s ,  and p o u l t q ? ,  

* c a p i t a l  i t v n s  of c u r r e n t  i q o r c a n c e  t o  t n e  economy and u rban  
l i f e ,  such a s  buses  and t r u c k s ,  

* raw and i n t e r m e d i a t e  m a t e r i a l s  t o  i n c r e a s e  a g r i c u l t u r a l  and 
i n d u s t r i a l  p roduc t ion  and,  

* c r i t i c a l l y  needed s p a r e  p a r t s  r e q u i r e d  t o  m a i n t a i n  use  of 
e x i s t i n g  p r o d u c t i v e  c a p a c i t y .  

Rebu i ld i ag  of I n f r a s t r u c t u r e  

Over t h e  i n t e r m e d i a t e  and l o n g e r  run, adequa te  and r i s i n g  l i v i n g  
s t a n d a r d s  a r e  p o s s i b l e  on ly  through s u s t a i n e d  economic growth. 

* The founda t ions  f o r  this growth n u s t  be l a i d  now. 

* To c r e a t e  jobs  and f o r e i g n  exchange e a r n i n g s  through e x p o r t s ,  
v e  r s c o m e n d  t h a t  A . 1 . D  c o n t i n u e  i t s  s u b s t a n t i a l  a s s i s t a n c e  t o  
r e b u i l d  Egyp t ' s  suppor t  f a c i l i t i e s - s u c h  a s  power, t r a n s p o r t a t i o n ,  
and telecormrmnications-with $183 m i l l i o n  i n  new p r o j e c t s  
proposed f o r  ET 1979. 

* These f a c i l i t i e s  a r e  needed t o  a t t r a c t  f o r e i g n  inves tment  a s  
w e l l  as t o  improve t h e  performance of e x i s t i n g  i n d u s t r i e s  and 
b u s i n e s s ,  and t o  irnprove t h e  q u a l i t y  of l i f e  i n  overcrowded 
u rban  a r e a s .  



P r i v a t e  S e c t o r  = q a n s i o n  

Both t h e  Egypt ian  and U.S. Governments a g r e e  on t h e  need t o  move more 
v i g o r o u s l y  t o  imulement E g y p t ' s  "Open Door" p o l i c y  which encourages  b o t h  
f o r e i g n  and domes t i c  p r i v a t e  b u s i n e s s .  The Congress asked  u s  t o  f o c u s  
on p o s s i b i l i t i e s  f o r  expanding E g y p t ' s  p r i v a t e  s e c t o r ,  e s p e c i a l l y  small 
b u s i n e s s .  Ce a g r e e  w i t h  t h e  d e s i r a b i l i t y  of t h i s  emphasis .  

* We recommend a v a r i e t y  of c a p i t a l ,  commodity, and t e c h n i c a l  
a s s i s t a n c e  p r o g r a z s  des igned  t o  s t i m u l a t e  domes t i c  d l  b u s i n e s s  
expans ion  as w e l l  as t o  promote f o r e i g n  inves tmen t .  

* New p r o j e c t s  i n  t h i s  a r e a  f o r  FY 1979 v i l l  r e q u i r e  abou t  $63 
n i l l i o n  p l u s  $50  m i l l i o n  i n  Egypt ian  pounds (from U.S. excess  
cmencp a v a i l a b i l i t i e s ) .  

* I n  a d d i t i o n ,  $25 m i l l i o n  of  c o m o d i t y  h p o r t s  Kill be r e s e r v e d  
f o r  p r l v a t e  s e c r o r  m e .  

* tie a l s o  commend t o  t h e  a t t e n t i o n  of t h e  Egypt ian  Governmer,~ a  
package of r e c o n m e d a t i o n s  aimed a t  removing e x i s t i n g  c o n s t r a i n t s  
t o  p r i v a t e  s e c t o r  expans ion .  

P u b l i c  E a c e z r i s e s  

For  t h e  p r e s e n t ,  p r i v a t e  s e c t o r  p r o j e c t s  can  be expec ted  t c  b e  -11- t o  
m e d i u - s c a i e ,  and f o r e i g z  i n v e s t o r s  w i f l  p roceed  c a u t i o u s l y  u n t i l  t h e y  
s e e  economic and p o l i t i c a l  s t a b i l i t y  a s  more c e r z a i n .  Given t h e  
p r e d o d n a n t  p o s i t i o n  today of p u b l i c  e n t e r p r i s e s ,  

* & commend t h e  Egypt ian  i n t e n t i o n  t o  i n p r o v e  t h e  per formance  
and e f f i c i e n c y  of Government i n d u s t r i e s  and recommend t h a  t A. I .D . 
assist ia this e f f o r t ;  

* w e  a l s o  b e l i e v e  t h a t ,  d u r i n g  this t r a n s i t i o n  p e r i o d ,  A . I . D .  and 
o t h e r  donor s  should  d i r e c t l y  a s s i s t  s e l e c t e d  l a r g e  p u b l i c  
e n t e r p r i s e s  ; 

* A . I . D .  i s  r e q u e s t i n g  $40  m i l l i o n  i n  FY 1979 t o  a s s i s t  z n a j o r  
p u b l i c  e n t e r p r i s e  t o  expand p r o d u c t i o n  in t h e  p u l p  and paper  
i n d u s t r y .  

Inu rov inp  A z r i c u l  t u r e  

Ln r e s p o n s e  t o  Congres s iona l  i n t e r e s t ,  w e  d i r e c t e d  p a r t i c u l a r  a t t e n t i o n  
t o  Egypt'  s a g r i c u l t u r a l  needs .  



* We recommend i n c r e a s e d  a t t e n t i o n  t o  improving a g r i c u l t u r e - -  
$84 m i l l i o n  o u t  o f  t h e  FY 1979 A.I.D. r e q u e s t .  

* k h U e  c u r r e n t  and proposed a i d  p r o j e c t s  f o c u s  on  i n c r e a s i n g  
p r o d u c t i v i t y ,  t h e y  a l s o  d e a l  u l t h  

- e x p o r t  and a g r i b u s i n e s s  p o s s i b i l i t i e s ,  

- c o n s i d e r a t i o n s  of e q u i t y  and b e t t e r i n g  t h e  c o n d i t i o n s  of 
rural l i f e ,  and 

- t h e  u s e  o f  technology most s u i t e d  t o  Egyp t ' s  needs .  

Inp rov ing  t h e  Q u a l i t y  of L i f e  

The A.I.D. program is  aimed i n c r e a s i n g l y  a t  improving t h e  a v e r a g e .  
Egyp t i an ' s  chance f o r  a  b e t t e r  s h a r e  of t h e  f r u i t s  of development.  

* E g n t ' s  network of s o c i a l  s e r v i c e s  i s  e x t e n s i v e  b u t  needs b o t h  
m a t e r i a l  and manage+-A. i q r o v e m e n t  . 

* P o p u l a t i o n  growth i s  a  paramount conce rn .  Egypt must c o n t r o l  
p o p u l a t i o n  growth over  t h e  n e x t  f e v  decades  i f  i t  is  t o  p r o v i d e  
i t s  peop le  v i t h  a n  ~ d e q u a t e  s t a n d a r d  of l i v i n g .  

* X.I .D .  p roposes  FY 1979 f u n d i ~ l g  of $124 m i l l i o n  f o r  a  v a r i e t y  
of  programs a b e d  d i r e c t l y  a t  meet ing  t h e  S a s i c  human needs  
of Egyp t ' s  poor  ma jo r i ty - inc lud ing  f a m i l y  p l a n n i n g ,  low-cost 
hous ing ,  imuroved u rban  and rural h e a l t h  f a c i l i t i e s ,  w a t e r  
and sewage improvements, and Government d e c e n t r a l i z a t i o n ,  

* These p r o j e c t s  a r e  in a d d i t i o n  t o  o t h e r  p a r t s  of t h e  a s s i s t a n c e  
program, e .g . ,  p r o v i n c i a l  e l e c t r i f i c a t i o n ,  most of  t h e  
a g r i c u l t u r a l  p r o j e c t s ,  and PL 480 food ,  which a r e  of  s u b s t a n t i a l  
b e n e f i t  t o  E g y p t ' s  r u r a l  and u rban  poor .  

P o l i c p  and I n s t i t u t i o n a l  Change 

E g y p t ' s  new Five-Year Development P l a n  r e c o g n i z e s  t h a t  many b a s i c  p o l i c y  
and i n s t i t u t i o n a l  r e f o r m  a r e  needed i f  E m t  is t o  become more s e l f -  
r e l i a n t  and less dependent  on  e x t e r n a l  a i d .  

* -  Egypt i n t e n d s ,  f o r  example, t o  improve t h e  manner i n  which i t s  
Goverrzment and p u b l i c  e n t e r p r i s e s  o p e r a t e ,  t o  s o d i f y  Government 



p r i c e  cont ro ls  which i d d b i t  domestic production and a r e  an 
obs tac le  t o  b e t t e r  resource a l l o c a t i o n ,  and to  f ind  the  r i g h t  
balance b e r ~ e e n  conside=ations of e f f i c i ency  and equi ty.  

* But mov-at on economic r e f o r m  nus t  a l s o  be taken i n  the 
cantext  or' the  s t a b i l i t y  needed t o  support t he  peace process.  

* We comnend the  Egyptian Government f o r  i t s  recogslition of the  
need f o r  these  r e f o m s .  

* W+ urge the Government t o  continue the e f f o r t  t o  t r a n s l a t e  i t s  
new po l i c i e s  In to  ac t ion  programs. 

* The United S ta t e s  should c a n t h u e  t o  p a n i d p a t e  in t h e  multi- 
donor C o n s ~ 1 ~ t i ~ e  Group t o  suupart Egyptizn e f f o r t s  a t  
necessary economic r e f o r m .  
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INTRODUCTION 

When t h e  Uni ted  S t a t e s  resumed i t s  economic a i d  program t o  Egypt i n  
1974,  i t s  i n m e d i a t e  o b j e c t i v e s  were t o  assist i n  c l e a r i n g  t h e  Suez 
C a d  of war d e b r i s ,  t o  h e l p  r e c o n s t r u c t  t h e  war-daaaged Canal  a r e a  
and t o  revive normal economic a c t i v i t y  and inves tment  by f i n a n c i n g  
b a d l y  needed i m p o r t s .  Fol lowing t h e  September 1975 S i n a i  a c c o r d ,  t h e  
level o f  a s s i s t a n c e  i n c r e a s e d  s h a r p l y .  Over t h e  n e x t  two y e a r s ,  
A.I.D. i n c r e a s e d  t h e  v a r i e t y  o f  goods provided  under t h e  Commodity 
Lmport Program, i n i t i a t e d  a number of  l a r g e  c a p i t a l  a s s i s t a n c e  p r o j -  
e c t s ,  and began t o  a d d r e s s  d i r e c t l y  t h e  b a s i c  needs  of Egyp t ' s  poor  
m a j o r i t y .  A.I.D. a t t e m p t e d ,  in each  o f  t h e s e  a c t i v i t i e s ,  t o  mount 
u r g e n t l y  needed programs w i t h i n  t h e  v e r y  h i g h  l e v e l s  o f  a i d  in t h e  
wake o f  t h e  1973 Middle E a s t  c o n f l i c t .  

I n  1977,  b o t h  t h e  Execu t ive  Branch and t h e  Congress saw t h e  need  t o  
reexamine and upgrade  o u r  a n a l y s i s  o f  ~ g y p t ' s  economic needs  t o  a s s u r e  
that t h e  a i d  program i s  in f a c t  m e e t h g  t h e  mutual  p o l i t i c a l  and 
economic o b j e c t i v e s  o f  b o t h  Egypt anci t h e  U.S. S e c t i o n  9 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  b s i s t a n c e  A c t  of  1977 c a l l e d  f o r - a  r ev iew 
by a s p e c i a l  b t e r - a g e n c y  Task Force  o f  t h e  economic a i d  program f o r  
Egypt. The S e c r e t a r y  of  S t a t e  d e l e g a t e d  t o  t h e  A . I . D .  A d m i n i s t r a t o r  
r e s p o n s i b i l i t y  f o r  c a r r y i n g  o u t  t h i s  re+-ew, ahd a Task F o r c e ,  c h a i r e d  
by A.I.D., was set up w i t h  r e p r e s e n t a t i o n  from t h e  Departments  of  S t a t e ,  
T reasu ry ,  and A g r i c u l t u r e ,  t h e  O f f i c e  of Management and Budget ,  and 

, t h e  Xat i o n a l  S e c u r i t y  Counci l .  

The Task Force  was charged  w i t h  reviewing and p r e p a r i n g  a s t u d y  on t h e  
economic a i d  program f o r  Egypt ,  f o r  submiss ion  t o  Congress n o t  l a ter  
t h a n  Februa ry  1 5 ,  1978. I n  examining planned U.S. a i d  t o  Egypt ,  t h e  
Task Force  was asked t o  s u g g e s t  alternative f o r m  o f  a s s i s t a n c e  and 
"cons ide r  (a )  t h e  i n t e r r e l a t i o n s h i p  of  t h e  United S t a t e s  and Egyp t i an  
economic and p o l i t i c a l  i n t e r e s t s ;  (b) t h e  p o s s i b i l i t y  of emphas iz ing  
programs des igned  t o  enhance t h e  o p p o r t u n i t i e s  i n  t h e  Egypt ian  p r i v a t e  
b u s i a e s s  and a g r i c u l t u r e  s e c t o r s ,  w i t h  s p e c i a l  emphasis on low-cos t  
approaches  t o  e x p e d i t e  development,  and (c)  t o  t h e  e x t e n t  a p p r o p r i a t e ,  
t h e  vtews of  Egypt ian  economis ts  and government o f f i c i a l s . "  T5e Task 
Force  was a l s o  asked  t o  develop  a p l a n  f o r  f u t u r e  U.S . economic a i d  t o  
Egypt ,  i n c l u d i n g  s u g g e s t i o n s  f o r  r e v i s i n g  l e g i s l a t i o n ,  f o r  s p e c i f i c  new 
p r o j e c t s  r e spond ing  t o  needs  i d e n t i f i e d  i n  t h e  s t u d y ,  and f o r  a p p r o p r i -  
a t e  s t a f f  r equ i r emen t s  t o  i q l e m e n t  t h e  a i d  p l a n .  

To car=p o u t  i t s  Congres s iona l  mandate,  t h e  Task Force  set up a n  Execu- 
t i v e  S e c r e t a r i a t ,  conducted a series o f  rev iews o f  programs and. p r o j e c t s ,  
and fo rmula t ed  a program s t r a t e g y  and p r o j e c t s  f o r  c o n s i d e r a t i o n  by 



Congress f o r  EP 1979 funding.  Task Force  r e p r e s e n t a t i v e s  maia ta ined 
a c o n t i n u i n g  p rocess  o f  c o n s u l t a t i o n s  w i t h  t h e  Sena te  Committee on 
Fore ign  R e l a t i o n s  and t h e  House I n t e r n a t i o n a l  R e l a t i o n s  Committee. 

In s a t i s f a c t i o n  of t h e  s p e c i f i c  r equ i remen t s  of S e c t i o n  Xine ,  t h e  
Task Force  a l s o  c o n t r a c t e d  f o r  s t u d i e s  on a g r i c u l t u r e  (by t h e  U.S. 
Departllent o f  A g r i c u l t u r e ) ,  on i n d u s t r y  (by Ar thur  D .  L i t t l e ,  I n c . ) ,  
on small b u s i n e s s  and p r i v a t e  s e c t o r  expansion (one 'ay D r .  Delwpn Roy 
and a second by a team of U.S. businessmen assembled through t h e  good 
o f f i c e s  o f  t h e  Egypt-U.S. Business  Counc i l ) .  In a d d i t i o n ,  A.I.D. 
c o n t r a c t e d  c o n c u r r e n t l y  f o r  a number of o t h e r  s t u d i e s  a d d r e s s i n g  t h e  
Congress ional  concern  t h a t  U.S. a i d  t o  Egypt a d d r e s s ,  t o  t h e  maxhum 
e x t e n t  p o s s i b l e ,  t h e  b a s i c  human needs  o f  Egypt ' s  poor m a j o r i t y .  These 
e x t e r n a l  reviews and program recommendations in t h e  f i e l d s  of h e a l t h ,  
n u t r i t i o n ,  popu la t ion ,  c o o p e r a t i v e s ,  and hous ing and community develop- 
ment a r e  e i t h e r  completed o r  i n  p r o c e s s .  The r e s u l t s  of  t h e s e  e x t e r n a l  
reviews a r e  inc luded  F3. t h e  s e c t i o n  on '"Dasic needs."  .b t h e s e  s t u d i e s  
a r e  completed,  t h e y  w i l l  be  made a v a i l a b l e  t o  i n t e r e s t e d  Committees of  
t h e  Congress. 

Ln a d d i t i o c  t o  t h e  above s t u d i e s  f inanced  under  S e c t i o n  9 o r  o t h e r ~ i s e  
conductad under A. I .D. a u s p i c e s ,  t h e  Task Force  has  drawn on f i n d i n g s  
p repa red  o u t s i d e  t h e  U.S. Government, i n c l u d i n g  Egyp t ' s  own d r a f t  
mul t i -voluoe  economic development p l a n ,  and t h e  v e r y  comprehensive 
d r a f t  IBRD economic r e p o r t  on Egypt, t o  be  i s s u e d  i n  A p r i l  1978.  



I. TEE IhTERELATIONSHIPS OF U.S. .AND EGYPTL4.N POLITICAL Mil ECONOHIC 
INTEXESTS 

U.S. F o r e i a n  P o l i c y  Obi e c t i v e s  i n  E q m t  

The o v e r r i d i n g  U . S .  f o r e i g n  p o l i c y  o b j e c t i v e  i n  t h e  ?-fiddle E a s t  is t h e  
achievement of a comprehensive peace.  Over :he l o n g e r  t e r n ,  o u r  p o l i c y  
aims a t  a  s a t i s f a c t o r y  e v o l u t i o n  o f  p o l i t i c a l  and economic r e l a t i o n s  
between a l l  c o u n t r i e s  i n  t h e  reg ion .  

Given i ts  s t r a t e g i c  l o c a t i o n ,  s i z e  and h i s t o r i c a l  h p o r t a n c e ,  Egypt is  
c r i t i c a l  t o  a c h i e v i n g  this o b j e c t i v e .  It c o n t a i n s  a lcajor p o r t i o n  of 
t h e  p o p u l a t i o n  of t h e  Arab World. Its r e l a t i o n s  v i t h  o t h e r  Arab 
c o u n t t i e s  h e a v i l y  i n f l u e n c e  t h e  s t a b i l i t y  of t h e  a r e a  and a c c e s s  t o  
v i t a l  o i l  s u p p l i e s .  Egypt ' s  v o i c e  c a r r i e s  we igh t  i n  Arab and Thi rd  
% z l d  forums. F i n a l l y ,  Egypt o f f e r s  a  p o t e n t i a l  z a r k e t  f o r  U.S. e x p o r t s ,  
s e r v i c e s ,  and i n v e s  t a e n t  . 
We suppor t  c o n t i n u a t i o n  i n  Egypt of a moderate  domes t ic  p o l i t i c a l  and 
economic o r i e n t a t i o n .  Such a n  o r i e n t a t i o n  is  c o n s i s t e n t  w i t h  b o t h  o u r  
s?ecf f  i c  d i p l o u a t i c  o b j e c t i v e s  r e l a t e d  t o  t h e  peace  p r o c e s s  and o u r  
more ges lera l  i n t e r e s t  i n  human r i g h t s  - encompassing n o t  o n l y  p o l i -  
t ical r i g h t s  5 u t  a l s o  t h e  b a s i c  h m r r  needs  of food,  s h e l t e r ,  sc l?ool ing,  
and medical  c a r e .  

For i ts p a r t ,  t h e  E g n t i a n  Goveznnent s h a r e s  o u r  d e s i r e  t o  s e e k  a 
p e a c e f u l  r e s o l u t i o n  o f  YAddle E a s t  d i f f e r e n c e s  and a n  end t o  the s t a t e  
of t e n s i o r  which has  s o  d i s t o r t e d  t h e  u s e  of r e s o u r c e s  th roughout  t h e  
region.  Equa l ly ,  t h e  Egypt ian  p e o p l e  s e e k  a n  m e l i o r a t i o n  i n  t h e i r  
economic c i rcumstances  which have b a d l y  d e t e r i o r a t e d  in r e c e n t  y e a r s  -- 
i=! p a r t  because  of r e g i o n a l  c o n f l i c t .  C l e a r l y  t h e  Egypt lan Government 
b e l i e v e s  t h a t  economic b e t t ~ n e n t  i s  a key p a r t  of t h e  peace  p r o c e s s .  

The p r e s e a t  environment i n  Egypt is c o n s i s t e n t  v i t h  t h e s e  mutaa l  ob jec -  
t ives . 

- Under t h e  l e a d e r s h i ?  of P r e s i d e n t  S a d a t ,  Egypt h z s  made m j o r  
a d  c o n t i n u i n g  p r o g r e s s  i n  t h e  d i r e c t i o n  of f u l l  p o l i t i c a l  
l i b e r a l i z a t i o n .  

- The p o l i t i c a l  l e a d e r s h i p  g i v e s  p r i o r i t y  t o  a p e a c e f u l  r e s o l u -  
t i o n  of t h e  A r a b - I s r a e l i  c o n f l i c t  . 

- 'i%e Govercnent s e e k s  t o  a c c e l e r a t e  d o n e s t i c  economic and s o c i a i  
development w i t h i n  t h e  c o n t e x t  of a r e l a t i v e l y  s t a b l e  d o n e s t i c  
p o l i t i c a l  environmeni t h a t  is deve lop ing  t h e  E l e u i b i l i t y  t o  
a d a p t  t o  changing needs .  



E a m t ' s  P o l i t i c a l  P r i o r i t i e s  

Under P r e s iden t  Sadat,  Egypt 's  f i r s t  f o r e ign  po l icy  p r i o r i r y  is t o  o b t a i n  
a  peacefu l  se t t l ement  of t he  Arab-Israel i  c o o f l i c t  and Egppt i s  p lay ing  
t h e  key r o l e  i n  e f f o r t s  t o  move t he  a r e a  i n  t h i s  d i r e c t i o n .  The h ighes t  
domestic p r i o r i t y  is accorded t o  economic development. These ttro p r i -  
o r i t i e s  a r e  l inked and t he  popular consensus on t he se  ob j ec t i ve s  is such 
t h a t  t h e  Egyptian Government is a b l e  t o  p e r n i t  a  s i g n i f i c a n t l y  inc reased  
l e v e l  of p o l i t i c a l  freedom and is  evolving towards a  multi-parzy p a r l i -  
amentary denxocracy. 

C. The E m t i a n  Economy aad Epvpt ' s  P lans  f o r  Develo~ment 

Egypt 's  economic p o t e n t h l  is considerable .  It has a  l a r g e  domestic 
market, a  t a l en t ed  people, a  v a r i e t y  of resources ,  and a  key geographi- 
c a l  l oca t i on .  Egypt ' s  Suez Canal revenues should r4i.se gradua l ly  u n t i l  
about  1980, when they w i l l  junp s'harply because of an expansion of t he  
Canal. Hore important ly ,  s t e a d f l y  i nc r ea s ing  o i l  product ion,  tourism, 
and r d t t a c c e s  from Egypt iam mr!cing i n  t he  r i c h e r  Arab coun t r i e s  
cauid add t ' .  o r  t h r e e  bF l l i on  d o l l a r s  t o  Egypt 's  a m u a l  f o r e ign  ex- 
change earnings  by t he  e a r l y  1980 's .  Indeed, a  forthcoming World Barrk 
r s p o r t  suggests  t h a t  Suez Canal revenues could i nc r ea se  from $312 n i l l i o n  
i n  1976 to  a s  much a s  S1.2 b i l l i o n  i n  1986; o i l  revenues from $269 m i l l i o n  
t o  $5.5 b i l l i o n ;  tourism from $465 m i l l i o n  t o  $2.8 b i l l i o n ;  and workers ' 
remit tances  from $750 m i l l i o n  t o  $4 b i l l i o n .  Vni le  this i l l u s t r a t i v e  
IBRD scenar io  is probably op t im i s t i c ,  i t  Fs none the less  i a d i c a t i v e  of 
economic p o t e n t i a l .  

To r e a l i z e  t h i s  p o t e n t i a l ,  Egypt v F l l  have t o  f i n d  answers t o  a s e t  or' 
d i f f i c u l t  economic problems. Three decades of war mobi l i za t ion  and t h e  
c o s t s  of a  v a r i e t y  of subs id i e s  and o t h e r  s o c i a l  programs have l e f t  
U t t l e  i n  t he  h v e r n n e n t  budget f o r  mainta ining e x i s t i n g  f a c i l i t i e s ,  
l e t  a i one  financing new development. Egypt's economy now laclks adequate  
power, t r an spo r t a t i on ,  coarmunication, and o t h e r  e s s e n t i a l  i n f r a s t r u c t u r e ,  
and s u f f e r s  from many long-standing p o l i c i e s  and p r a c t i c e s  no t  conducive 
t o  sus ta ined  development. This h e r i t a g e  includes:  

- cumbersome and i n e f f e c t i v e  government p o l i c i e s  and ins t ruments  
f o r  managing t h e  economy, 

- an  overextended and i n e f f i c i e n t  pub l ic  s e c t o r  su f f e r i ng  from 
too many c o n t r o l s ,  inadequate competit ion,  i d l e  c apac i t y ,  ob- 
so l e scen t  equipment, and excess ive numbers of enployees. 

-- u n r e a l i s t i c a l l y  low goverrmrent-controlled p r i c e s  on many key 
commodities (maintained f o r  p o l i t i c a l  reasons,  bu t  a t  g r e a t  
c o s t  i n  terms of e f f i c i e n t  resource a l l o c a t i o n ) ,  and 



- a n  annua l  popu la t ion  growth r a t e  of 2.42, which i n c r e a s e s  t h e  
demand f o r  r e sources  and s e r v i c e s ,  a s  w e l l  a s  a s u b s t a n t i a l  
ru ra l -u rban  popu la t ion  f low which p u t s  a d d i t i o n a l  s t r a i n  on 
urban r e s o u r c e s .  

The Egyptian Government is w e l l  aware of most of t h e s e  c o n s t r a i n t s  on 
development, and Egypt is moving t o  e l i m i n a t e  them. Its "Open Door" 
p o l i c y ,  approved by a  May 1974 n a t i o n a l  referendun,  r e f l e c t s  a  major 
e f f o r t  to a c c e l e r a t e  economic p rogress .  The p o l i c y  c a l l s  f o r :  

-- g r e a t e r  d e c e n t r a l i z a t i o n  of p u b l i c  s e c t o r  e n t e r p r i s e s  and 
o v e r a l l  economic d e c i s i o n  making, 

-- more scope f o r  t h e  domestic p r i v a t e  s e c t o r ,  

- encouragenent of p r i v a t e  f o r e i g n  d i r e c t  i n v e s m e n t ,  and 

-- e q a a d e d  economic coopera t ion  w i t h  Arab c o u n t r i e s  and t h e  
west  . 

These new econornic p o l i c i e s  were p a r t i a l l y  r e s p o n s i b l e  f o r  t h e  a c c e l e r a -  
c i o n  of economic a c t i v i t y  which began i n  1975. Of even g r e a t e r  i n p o r t -  
ance  was t h e  a v a i l a b i l i t y  of f o r e i g n  a i d ,  p a r t i c u l a r l y  from Arab c o u n t r i e s  
and t h e  U.S. a s  w e l l  a s  t h e  i n c r e a s e  i n  f o r e i g n  exchange ea rn ings  nen- 
t ioned  e a r l i e r .  

bat a i d  f lows on t h e  s c a l e  of t h e  p a s t  two y e a r s  cannot be expected t o  
c o n t i m e  i n d e f i n i t e l y .  Furthermore, whi le  h igher  f o r e i g n  exchange 
e a d c g s  h e l p  pay f o r  h igher  l e v e l s  of economic a c t i v i t y ,  t h e s e  ea rn ings  
cannot ,  i n  themselves,  b r i n g  about t h e  changes needed. These changes 
dill r e q u i r e  p o l i c y  reform as w e l l  as f u r t h e r  inves tment  i n  u r g e n t l y  
needed development p r o j e c t s .  Only then  can Egypt become more s e l f - r e l i a n t .  

Egypt r e a l i z e s  it has  t o  improve i ts economic management, t o  implement 
t h e  "Open Door" p o l i c y  more e f f e c t i v e l y ,  and t o  g i v e  g r e a t e r  emphasis 
t o  reducing isaports s e l e c t i v e l y  and i n c r e a s i n g  expor t s .  Never the less ,  
many of t h e s e  changes a r e  d i f f i c u l t  t o  r e c o n c i l e  w i t h  s h o r t - t e n  p o l i -  
t i c a l ,  s o c i a l ,  and employment consFderat ions .  I n  p a r t i c u l a r ,  u n t i l  . 
peace i s  achieved and f i r m l y  e s t a b l i s h e d  throughout t h e  r e g i o n ,  t h e  
Egyptian economy vill con t inue  t o  bea r  a  heavy m i l i t a r y  burden, l i m i t i n g  
r e s o u r c e s  a v a i l a b l e  f o r  development 2nd f o r  improving t h e  q u a l i t y  of 
l i f e .  E f f o r t s  t o  improve economic e f f i c i e n c y  must be made v i t h i n  t h e  
c o n t e x t  of t h e  need t o  minimize shor t - term d i s s a t i s f a c t i o n  and poten- 
t ial u n r e s t .  

Egypt ' s  new Five-Year P l a n  (1978-1982) - publ ished a s  a  d r a f t  i n  
Septenber 1977 and s t i l l  under d i s c u s s i o n  a t  t h i s  w r i t i n g ,  r e p r e s e n t s  
a n  a t t empt  t o  r e c o n c i l e  some of t h e s e  c o n f l i c t s .  The P l a n  a t t a p t s  
=o r es t r u c  t u e  ~ g p c  ' s d e v e l o p m a t  p a t  t e r n  by g iv ing  g r  eace r  enpnas is 



to i n f r a s t r u c h u e  expaasion, to a g r i c a l t u e ,  and to h o u s i q .  Other 
major objec t ives  of Egypt's Plan a r c  to e l i n h a t e  ser ious  d i s t o r t i o n s  
in pr ices  and to rePove ba r r i e r s  t o  foreigrr t rade;  to knprove and 
expand public u t i l i t i e s  a d  services;  t o  con t ro l  population i n c r e s e s  
a s  ve l l  a s  m a 1  a i g r a t i o n  to the  c i t i e s ;  to  co r rac t  the cxr rent  severe 
defici-cies  in the  country's balance of.payments; and to innrove tbe 
government ' s mechanism f o r  decis ion =king. 

Much r a i n s  to be done t o  t r a n s l a t e  the  Plan 's  broad conce?ts in to  
concrete programs of act ion.  The Plan assumes a  s o r e  rapid r a t e  of 
economic growth than most obsemers tMnk possible .  Accordingly, i t  
does not  y e t  provide sa t i s f ac to ry  f a fo r sa t ion  on the  Egyptian Gave=- 
m e a t '  s  p r i o r i t i e s  f o r  a l loca t i ag  r a o u r c e s  . Nevertheless, the d r a f t  
Plan reoresea ts  a  va luable  f i r s t  s t ep  i n  i d m t f i ~ i n g  the  ser ious  
s t r u c t u r a l  weahesses  in the economy. It a lso  provides the  Zgyptlan 
Government v i t h  a  useful frvnework f o r  a  dialogue, both Tnl:h i ts o m  
people and v i t h  the  a i d  donors, on the  necess i ty  a id  pace of proposed 
r e f o m .  

TI?e U. S . Aid Resoonse to Da t o 

U.S. a i d  program l eve l s  f o r  Egppt were fixed nore 3y p o l i t i c r l  r a the r  
than economic h q e r a t i v e s .  VFthiz the  framework of these verJ high 
a id  l eve l s ,  program compositisn ?as d e t e d t e d  by Lte i n t e q l a y  or' 
E 'mt i an  development qoals,  U.S . and E m t i a n  2 o r d g a  pol icy obj ect=ves, 
and the  r o l e  of other  donors. Develogment of the  -1. I . D .  and PL 480 
program to da te  has been t i ed  l e s s  to  a  comprehensive s tza tegy  than 
to the  urgent need (1) to  address izmediate e c o n d c  p r o b l a s ,  ( 2 )  to 
m i d  de te r io ra t ion  h, and ?ossibly h p r o v e ,  the econodc  vell-being 
of substantdial pa r t s  of the -ban population, and (3) l ay  the bas is  
f o r  p ro jec t s  addressing our longe r - t en  object ives.  

The = j o t  U.S. ass-istance elements in  Egypt have been a  Comrrodit-jr T3port 
Program (CIP), PL 480 food, l a r g e  c a p i t a l  pro jec ts ,  and technica l  
ass i s tance .  These a c t i v i t i e s  sust be evaluated i n  l i g h t  of our over- 
r id ing  objec t ive  - which Fs to support the  peace-king e f f o r t s  and 
improved polLcy or ien ta t ion  followed by current  Govemen t  leadership.  

E. Short- tem U.S. Assistance Objectives 

P o l i t i c a l  s t a b i l i t y  i n  Egypt is la rge iy  determined izi tke c i t i e s .  Tbe 
Government mist s a t i s f y  the C e u a d s  of its people - nearly half  the  
population - who Live i n  Eq7pt1s urban centers .  Cairo alone has over 
s igh t  mi l l ion  people. A.I.D. ' s  Co-ditjr Isporr  Program and ?t 480 aid. 
play a  c r i t i c a l  r o l e  i n  sunulying key h u o r t s  a t  a t h e  vnen Z g n t h n  
fore ign  exchange resources a r e  very l i a i t e d .  

m e  Gnitsd Sta tas  provides the gra in  for  one out  of titree loaves of 
bread f o r  Egypt's c i r y  dwellers.  I t s  firiancing of h u o r t s  of corn, 
vegetable o i l ,  tallow and p o u l t 7  have assured the Zgmt4ian population 



a s u b s t a n t k l l y  g r e a t e r  access  tl o t5e r  n e d e d  f o o t  it-. R e  prov is ion  
of r?lrks and ot5- tza-rt e q u i p e n t  has allowed pronpc d e l i v e r y  or' 
food and o t 5 e r  consusables.  h.i.D.-financed buses have n e t  a c r i t i c a l  
need a='lecrftg the riafly lives or' c b o u s a d s .  The a v a i l a b F l i t 7  O F  :dew 
comEuzicatians a& e l e c t r i c a l  a i s t r i b u t f o n  e q u i p m a t  has aLso helped t o  
*rove U e  for eke urban p o p u l a t i ~ u .  

Las t l y ,  f d s n c i z g  of i n d u s t d h l  r a g . , c a t e r i a l s  and spa r e  p a r t s  -- t a l low,  
k r a f t  paoer,  t i a u l a t e  and the Uke  - helped Egypt izcrease use  of 
existkg i ~ ~ s ~ ~ L a J .  capac i rp  f r a u  62% in 1974 t o  85% in 1976, r e s u l t f n g  
F3 greater product ion and q l o y m e n t .  

OPer eke rm, U.S. aid a k a  KO he lp  Egypt *rove bo th  i=s e c c n m i c  
o u q u t  ad cbe q u a l i r y  of lifc f o r  its people. 

2ragza-3 ?ria+-tfes f o r  A.T.C. s n i ~ l  p r o j e c t s  M r i - a l l y  v e r e  based 
OE o f t -  -ge, o b v i c w l p  reeded accdvic ies ,  us* sigz!Lcictrrt C.S. eqci?- 
near, developed Z m t i a n  ag-cies sost u p a b l e  or' h p l a e n t i a g  t h a .  
S ihce  &ere  MS uo t  azi ove rz ' f  E g g t i a n  development j l a n  a t  Ode t h e  
bicfal - p i - a  p r o j e c t s  v e r e  developed, the i s s u e  or' " i z p l ~ e 3 t a b f l i t y 1 '  
MS anre h p o ? ? , ~ t  usua l  cons ide r a t i ons  of program cohesiv-ess o r  
s e c t o r a l  s t r a t e g .  Eowever, -4.1.9. Fs now mdes-a- a r a x e  or' 
f t c s i 3 U e 7  s t u d i e s  f o r  new p r o j e c t s  f o c * s k g  on a c t u a l  o r  p o t e c r i a l  
ecua0d.c bo t z l e s ecks  (power, cemesit producci  on, e t c .  ) o r  r e h a b E = t i o n  
and z a d e z t i o n  of b a s i c  i d z a s m c w - e  and j r oduc t l ve  capac i t y  - 
and, *ere pos s ib l e ,  p t o v f d i q  F e a t =  p z r r i c i p a d o n  by =he p r i v a t e  
s e c r a r .  me c a p i r a l  p r s f e c t s  i n i t i a t e d  i n  i"l 1977 and t hose  ? l a m e d  
f o r  fl 1978 a d  TY 1979 are  thus cast irr a more p o s i t i v e  developmmtal  
s t z a t egy .  

T e c h n i c a l  a s s i s t ance ,  a t  Zirst de-eqhas ized  because it r equ i r ed  con- 
s i d m b l e  U.S. =azpovet a d  IXiZageXent, bas bL=ia l ly  r'-tt& la rge17  
t o  ad hoc responses under t h e  Teckology  Traosfer and F e a s i b i l i ~  Strrdy 
prof e c t s .  Eowe-v=, a s  staff resourzes  fa t h e  A, I.D. Ylss ion  i a c r s s e d  
and as a t  s t a f f  accu;=ultated g r e a t e r  kowledge  about  vazious  s e c t o r a l  
needs, a s o r e  c o p p r e h e n s i ~ e  technical a s s i s t a n c e  program and s r r a t e g y  
uas ti&-sed, i n c l u d i i q  many activtt ' ,es d i r e c t l y  aimed a t  "bas ic  needs" 
concerns. This p e d t t e d  A.L.D. t o  begin r e s p o d b g  t o  some or' t h e  
k m e d i a t e l p  i d e c t f f i a b l e  needs while making more fundamental s t u d i e s  
of &he major s e c t o r s  and sub-seetors. The r e s u l t s  of same of t he se  
studies appear iz =he p r ~ p o s a l s  f o r  E 1979 p r o j e c t  r ' u d i q ,  and = r e  

appezt  In f .~=ure years .  

G . Tk-r=d-.n Pto duc t i o n  

,Gtcr a per iod or' sig-L=icaar stagnztior!  .;',:5 a d e c e r i o r a c i q  ?*]sics1 
i s - ; rascz~czze ,  I m t ' s  Govez-eat -,ow ac:srds tdg'3 p r i o r i ~  t o  t h e  
c r i z i c a l  seed t o  &-an2 agzicul:::=zl a d  iaaus=rial ?roducziorz. T5e 



Gavernnen t ' s  g o a l s  are t o  =sat= rneani&ul j o b s  and r;arrot; t h e  =ado 
d e f i c i t .  

U.S. s u p p o r t  t o  t h e s e  expans ion  e f f o r t s  ~ l r e s  t h e  f o n  of  c a p i t a l  a& 
a p p r o p r i a t e  t e c b o l o g  traasfezs, ?with heL2 i n  i.qrov;,=g l a b o r  7roauc- 
d v i t y ,  F;? tra- m a a g e r s  a d  techxi ic ians ,  a ~ l d  Fz p r o v i d h g  ? r o b l a  
s o l v i n g  a s s J a t o 3 c e .  C o n c a r r a t i o n  w i U .  b e  upon: .. - Inc ius t rFa l  d e v d q ~ n t  as t5e f o c a l  p o h r  f o r  f o b  c r z a t i o n  a& 

f o r  hereased q r t s  ( o r  f o r  l e s s e n h g  d a d  f o r  c o a s u s p t i o n  
impor t s ) .  frr accordance  with c u r r e r r t  Egyp t i an  p o l i c y ,  t h e  h.I.3. 
program's  heaviest -hasis fn indus- v!! be  s t h u l a t i o n  of  
actie3es bmolv',lq Efie p r i v a t a  s e c t o r  - s u p o o r t  o f  j o i x t  
vratures, p r m e i o n  or' b d i g e a o u s  all b u s i n e s s ,  p r o a i m  
of c a p i r a l  t o  t k e  Development I = d u t = i a l  Sane, use of  t5e 
C-dity w o r t  P rog ran  f o r  t h e  p r i v a t e  s e c t o r ,  and t e c ' b i c a l  
assistaace F;? s c e q r h n i x g  @vat= s e c t o r  actlvizies.  Tbese 
J.S. prograns  arc d e s c r i b e d  in S e c t i o n  I1 Se lov .  

-- D i r c c t  M e s u e t  Fs h i g h l y  produc:L-re, f a y  ? u b l i c  s e c t o r  b- 
d u s t r i a i  prof  e e t s  is also ~ = ? - ~ c a l  as t h e  pr',lrata s e c t o r  g & x -  
d l y  deve lops  o v e r  cbe nes t  r'sw y e a r s .  % j o t  h 2 r a s t ~ x c ~ r a  
fs r e q u i r e d  t o  und--in t?cl-ustr-Fal developmect  - ' ccth pr2ra:e 
and p u b U c .  Z.tiS5zg f acf l i t i e s  -in power, t e L r c c d c a t i c n s ,  
t r a n s p o r t ,  urban vat= and s e s a g e  m l o n g e r  n e a t  u e  zeds  o f  
a f a s t - g r o ~ d r q  popu la t ion .  Tfiese s h o r ~ c o n ~ s  n o t  c d 7  a f l s c :  
the quality of U e  o f  u r b a n  i h a b i t a r t s ,  b u t  a l s o  s h a ~ ~ l y  in- 
h i b i t  t k e  p r o d u c t i v i Q  a d  e r ' f i c i ency  of all f o r e i g x  arrd l o a e s -  
t i c  i n e s - n t  in tbe h d u s u + i a l  and s e m i c a s  s e c t o r s .  P r o p r a m  
h t5ese areas are d e s c i ' a e d  i3 S e c t i o n  1x1 b d w .  

- C a p i t a l  assistance t o  -rove e u i s t i q  a g r i c u l t u r a l  p r o d u c t i o n  
f a c i l i t i e s  (e.g.,  L e - g a t i o n  acd  d r a i r a g e )  and :achnical  zssist- 
aoce. --hasis U b e  on b c r s a s 4 ~  p r o d u c t i v ' , ~  in, d t k g  
Laads. Greater p r o d u c t i o n  t b u g n  rcc-tion of new l z d s  srill 
be  or' s ecocda ry  Lzportaoce.  I n c s e a s i ~ g  -hash is b e h g  ? l a c e d  
o n  a p o r w r i a t e  z e c b d z a t l o n  and o t f i e r  low-cost  a p o r a a c i e s  t o  
agriculture development. A g r i c u l t u r e  ? ra  grams ars d i s c u s a d  i n  
Secz ion  IV below.  

E. I m n r o v h z  t h e  O u a l i r r  o f  LFr'a 

Tbe s e c a n i  l o n g e r - t e r z  G.S. p r i o r i q  Ais eo su?porz E r n e ' s  e f f o r t s  t o  
r e d u c e  ehe popt r la t ion  g r o u t h  rats and,  in g e n e r a l ,  t o  h u r o v e  t h e  
a v e r a g e  Z g ~ c i a n ' s  chance  l o r  a S e t t u :  shars 42 t k e  fruits of develop- 
mst. 3 e s e r t s  aslde, Zmt is alrsaiy oce of tke zost  dezsely ?o.pu- 
L a t ~ d  c o u n t r i e s .  l o o u l a t l o n  is i z c r e t s h g  5 y  a b o u t  one  --ion t a c 3  
y e a r ,  g z s e l p  i n c z u s i q  s o c i a l  s t r z l ~ ,  e s p e c l a l l ?  ',r eke  u r b a n  c m t t r s  
of  Caizo a d  .Ctuaair+ia. 



By t h e  year  2000, Egypt 's  c u r r e n t  populat ion of 40 m i l l i o n  w i l l ,  a t  
c u r r e n t  rates, grow t o  a lmost  70 m i l l i o n .  Steps  t h a t  a r e  taken t o  
reduce popula t ion  growth over t h e  next  two decades w i l l  de termine 
whether t h e  popula t ion  w i l l  l e v e l  o f f  i n  t h e  fol lowing ha l f  cen tu ry  
a t  between 80 and 100 rc i l l ion .  This is t h e  key t o  Egypt 's  development 
hopes.  

Accordingly, t h e  A.  I .D . program a s s i g n s  a n  ~ ~ t r e m e l y  high p r i o r i t y  t o  
family  planning.  A.I.D. is a l s o  a s s i s t i n g  i n  t h e  r e v i t a l i z a t i o n  of 
t h e  e x i s t i n g  broadly  a v a i l a b l e  bu t  poor ly  func t ion ing  urban and r u r a l  
h e a l t h  s e r v i c e s .  Over time, d i r e c t  family  planning s e r v i c e s  must 
f u n c t i o n  p r i m a r i l y  through t h e s e  f a c i l i t i e s .  

Egypt g i v e s  an extremely U g h  p r i o r i t y  t o  a  rap id  expansion of inproved 
housing i n  t h e  g r e a t e r  Cairo a r e a .  A t  t h e  same time, however, Govera- 
ment p o l i c y  q h a s i z e s  t h e  need t o  l e s s e n  excess ive  u r b a n i z a t i o n  i n  t h e  
Cairo and U e x a n d r i a  a r e a s  and t o  encourage t h e  development of new 
economic growth p o l e s  i n  o t h e r  p a r t s  of i g ~ t .  The backlog i n  housing 

. exceeds 1 .5  m i l l i o n  uaits, aad ano ther  1 .5  s i l l i o n  a r e  needed each 
decade t o  keep up w i t h  c u r r e z t  popu la t ion  grovth.  

A.I.D. urban development programs a r e  proposed - i n i t i a l l y  i n  Cairo ,  
Alexandria,  and t h e  c a n a l  c i t i e s ,  b u t  t h m  i n c r e a s i n g l y  i n  t h e  smal le r  
to~r11s i n  o t h e r  p a r t s  of t h e  country.  These inc lude  low-cost  h o m i n g ,  
water supply and sewage, e l e c t r i f i c a t i o n ,  and t r a i n i n g  programs a b e d  
a t  i n c r e a s i n g  work skills.  

Achievement of t h e s e  e s s e n t i a i l y  longer  term socio-economic o b j  e c t i v e s  
c a l l s  f o r  a  s t r a t e g y  of improving t h e  r u r a l  emrirounent i n  o r d e r  t o  
f o s t e r  both  a g r i c u i t u r a l  and mall c i t y  grovth .  The g o a l s  of A . I . D .  
programs i n  t h i s  a r e a  a r e  to :  ( a )  c r e a t e  new employment o p p o r t u n i t i e s  
and to slow d o n  m i g r a t i o n  t o  major urban a r e a s ;  (b) extend more 
e f f e c t i v e l y  e x i s t i n g  job opportunities and w e l f a r e  b e n e f i t s  t o  r u r a l  
a d  smaller c i t y  i a h a b i t a n t s ;  ( c )  underpin p o l i t i c a l  e f f o r t s  t o  b r ing  
about  g r e a t e r  d e c e n t r t l i z a t i o n  i n  p o l i t i c a l ,  a d m i n i s t r a t i v e  and 
economic decision-king; and (d) b r ing  about t h e  kinds  of changes 
i n  t h e  e c o n o d c  and s o c i a l  environment conducive t o  lower b i r t h  r a t e s  
and slower popula t ion  growth. 

I n  a d d i t i o n ,  c e r t a i n  modest e f f o r t s  i n  o t h e r  s e c t o r s  a r e  h e l p f u l  i n  
meeting t h e  i n t e r e s t s  of o t h e r  p a r t i c u l a r  t a r g e t  groups. I n  t h i s  
ca tegory  a r e  educa t iona l  programs, s c i e n c e  and technology a c t i v i t i e s ,  
and a  v a r i e t y .  of a c t i v i t i e s  involving technology t r a n s f e r  . 
Obviously t h e  programs i n  any p a r t i c u l a r  s e c t o r  can c o n t r i b u t e  s i g n i -  
f i c a n t l y  to  improving both  economic e i f  i c i e n c y  and t h e  q u a l i t p  of l i f e .  



For example, U.S. a s s i s t a n c e  t o  a g r i c u l t u r e  shou ld  c o n t z i b u t e  b o t b  t o  
medium-tcnn i n c r e a s e  in p r o d u c t i o n  h o m e ,  and e x p o r t s  and f o r  a longe r -  
tem i q r w e ? n e n t  in the rural em-konment. S-arly, a c t i v i t i e s  cow 
underway o r  planned i n  the Suez Canal  a r e a ' c o n t r i b u t e  n o t  o n l y  t o  mediym- 
term g rmth  g o a l s ,  b u t  a l s o  t o  longer-term g o a l s  o f  economic d e c e n t r a l i -  
z a t i o n  and p o p u l a t i o n  d i s p e r s i o n .  

I. The Need f o r  P o l i c y  and I r s t i r ~ r i o r a l  Channe 

A u a j o r  e l e n e n t  o f  U.S. s t r a t e g y  is t o  s u p p o r t  Egyp t ' s  G o v e m e n t  as 
i t  strives t o  b r i n g  abou t  t h e  b a s i c  p o l i c y  and i n s t i t u t i o n a l  changes  
r ecogn ized  i n  t h e  F i v e  Year P l a n  a s  essential r equ i r e rzen t s  f o r  f u t u r e  
economfc and s o c i a l  development. Eaypt  is v e l l  asxre of t h e  p o s s i b l e  
s h o r t - t e x z  a d v e r s e  1 3 u a c t  of  some o f  t h e s e  r e f o r n s  on t h e  s tandard .  of 
l i v i n g  o f  key elements of its s o c i e t y .  On t h e  wnole, t h e  p o l i c y  
changes c u r r e n t l y  proposed by t h e  Governsent  a r e  w e l l  t hough t  o u t  
in tus r e g a r d ;  i . e . ,  g r r d u a l  cc2imlnation o f  s u b s i d i e s  - e x c e p t  on 
b a s i c  consune r  goods; a  t r a n s i t i o n  t o  f u U - c o s t  7 r i c h g  of  i o d u s t r i a l  
a d  a g r i c u l t u r a l  product ion ,  vitk r e c o g n i t i o n  that wages sust a l s o  
increase as g e n e r a l  p r i c e s  i x r e a s e .  Speedy b ? l a e n t a t i o n  or' t h e s e  
p o l i c i e s  pose  c e r t a i n  domest ic  problems f o r  =he G o v e m e n t  of Zayp t ,  
and ths is a c o n t i n d n g  s u b j e c t  of d i s c u s s i o n  between t h e  E m t i a n  
Goverrrment a d  t h e  donor c o d t y .  

b.1.D. is engaged i n  a  c o n t b u i n g  d i a l b e  w i t h  E g n  t on t h o s e  e c o ~ o m i c  
p o l i c y  i s s u e s  r e l a t e d  t o  s p e c i f i c  s e c t o r s  in Gfhicn A . I . D .  is i m o l v e d .  
T5e U.S. G o v m e n t  l ooks  t o  t h e  IXF and the Uor ld  Bank, Sovever ,  t o  
t a k e  t h e  l e a d  i n  i d e n t i 5 y i a g  t h e  L a t g ~ r  across-the-board e c o c o d c  re-  
form i s s u e s .  Though t h e  v e h i c l e  of  the z ~ u l t f - d o n o r  C o n s u l t a t i v e  
Group on  Egypt f o n e d  i n  1977, t h e  U.S. b e l i e v e s  i t  is S e s t  a b l e  t o  
s u p p o r t  t h o s e  s t e p s  needed f o r  economic p o l i c y  r e f o m ,  p a r t i c u l a r l y  
by p rov id ing ,  a l o n g  w i t h  o t h e r  donor s ,  a p o r t i o n  of  t h e  e x t e r n a l  f u d i n g  
o f t e n  needed t o  b r i n g  abou t  such  rer'o-. Ch,=ir& by t h e  r jorld Bank, 
the Groun had i t 3  f i r s t  meet ing  i n  Yay 1977 and d-ll reconvene  a g a i o  
this s a t i n g .  The U.S. G o v e m e n t  b e l i e v e s  t h a t  t h e  C o n s u l t a t i v e  Group 
viU a l s o  be  t h e  a p p r o p r i a t e  f o r m  f o r  working *&th Egypt t o  s p e l l  
o u t  mote c o a c r e t e l y  how t k e  P i v e  P e a r  P l a n  w i l l  be  b p l a e n t e d .  

J. P o s s i b l e  C o n f l i c t s  i n  t h e  U.S. A s s i s t a n c e  S t r a t e n  

Both Egypt's economic s t r a t e g y  and t h e  G.S. a s s i s t a n c e  program c o n t a i n  
a  nrzmber of  a p p a r e n t  c o n f l i c t s  c r e a t e d  by a n  a t t a z n t  t o  a c h i e v e  c s r q e t i o g  
g o a l s .  These g o a l s  are economic e f f i c i e n c y  on t h e  one  hand and e q u i q  
a d o r  s h o r t - t e r n  p o l i t i c a l  s t a b i l i t y  c o n s i d e r a t i o n s  on  t h e  o t h e r .  

An example is &e Egypt ian  Govermcerrt's a t t q t  t o  n o d i f y  its s y s t m  
o f  p r i c e  c o n t z o l s ,  s u b s i d i e s ,  and e z q l o ~ e n t  redur.cancy i n  gove-=eat 



and p u b l i c  s e c t o r  manufacturing.  While such economic r e f o m s  a r e  
needed f o r  long-term r a t i o n a l i z a t i o n  of t h e  economy, they may have 
h igh ly  n e g a t i v e  shor t - term p o l i t i c a l  consequences ( a s  evidenced by 
t h e  r i o t s  fo l lowing a  s e r i e s  of p r i c e  i n c r e a s e s  i n  January 1977). 
The donor community, l ed  by t h e  MF, has  c o n t i n u a l l y  pressed t h e  
Government f o r  a more r a p i d  r a t e  of economic reform than t h e  Govern- 
ment has considered p o l i t i c a l l y  wise. This shor t - t end long- te rm,  
po l i t i ca l / economic  trade-off  must be c o n t i n u a l l y  weighed, however, 
by both  t h e  Government and t h e  donor c o m n i t y .  

I n  t h i s  i n s t a n c e ,  a c o n s t r u c t i v e  donor r o l e  can b e  t o  f i n a n c e  importa- 
t i o n  of b a s i c  commodities. This  provides  t h e  Government a  needed 
margin of s a f e t y  t o  d e a i  wi th  and hopefu l ly  avoid t h e  p o t e n t i a l  
economic d i s r u p t i o n s  t h a t  might accompany a  modi f i ca t ion  of subsidy 
r a t e s  o r  o t h e r  c o n t r o l s .  Again, however, t h e  a v a i l a b i l i t y  of such 
s u p p l i e s  should no t  be used t o  postpone needed p o l i c y  changes in- 
d e f i n i t e l y  . 
The "Open Door" p o l i c y  desc r ibed  earlirr a l s o  con ta ins  some p o t e n t i a l  
c o n f l i c t s .  This p o l i c y  i s  d i r e c t e d  toward f r e e i n g  t h e  economy from 
c e n t r a l i z e d  c o n t r o l s  and from t h e  i n p a c t  of i n e f f i c i e n t  p u b l i c  s e c t o r  
e n t e r p r i s e s .  Egypt has, t o  d a t e ,  some l i m i t e d  success  i n  implementing 
this po l icy ,  and, as d i scussed  i n  S e c t i o n  11 below,-prospects f o r  
p r i v a t e  s e c t o r  expansion a r e  reasonably  favorab le .  But t h e  way i P  
which t h e  "Open Door" p o l i c y  has been implemented t o  d a t e  has had 
some undes i rab le  s i d e  e f f e c t s ,  inc lud ing  a popular  p e r c e p t i o n  by some 
t h a t  t h e  major b e n e f i c i a r i e s  of economic l i b e r a l i z a t i o n  have been a  
s m a l l  minor i ty  of s p e c u l a t o r s  and merchants c a t e r i n g  t o  t h e  conspicu- 
cus  consumption of some middle-class Egyptians.  

U.S. e f f o r t s  t o  promote p r i v a t e  s e c t o r  expansion must g ive  s e r i o u s  
c o n s i d e r a t i o n  t o  these  Egyptian percep t ions  a s  w e l l  a s  t o  t h e  possi 'cle 
c o a f l i c t s  between t h e  s o c i a l  j u s t i c e  ga ins  s i n c e  t h e  1952 r e v o l u t i o n  
and t h e  c a p i t a l  accumulation process  i n h e r e n t  i n  f r e e  e n t e r p r i s e .  
I n  a  similar v e i n ,  a g r i b u s i n e s s  p r o j e c t s  must be developed i n  a  manner 
which is not  perceived a s  eroding Egyptian land reform e f f o r t s .  

b o t h e r  ques t ion ,  r e l a t e d  t o  both  t h e  "Open Door" p o l i c y  and Egypt ' s  
c u r r e n t  p a t t e r n  of growth, has t o  do wi th  t h e  c o u n t r y ' s  burgeoning 
Imports i n  r e c e n t  years .  Most Egyptians understandably want t o  in- 
c r e a s e  t h e i r  s h a r e  of l i f e ' s  m a t e r i a l  b l e s s i n g s .  The sharp  r i s e  i n  
imports under t h e  "Open Door" p o l i c y  has  allowed inc reased  s a t i s f a c -  
t i o n  both of consumer needs and of i n d u s t r i a l  i n v e s m e n t  requirements.  
But t h e s e  import ga ins  have no t  been matched by i n c r e a s e s  i n  w o r t  
earnings .  Egypt ' s  i n d u s t r i a l  and a g r i c u l t u r a l  r t w  n a t e r i a l  and equip- 
ment needs should be s a t i s f i e d .  So, too,  should t h e  b a s i c  needs of 
both  t h e  poor and t h e  urban middle c l a s s e s  whose p o l i t i c a l  suppor t  
is needed ff t h e  Government is t o  mainta in  reasonable  s t a b i l i t y .  



But v i s i b l e  conspicuous consumption is inhe ren t l y  d e s t a b l i l i z i n g  and 
t he  Egyptian Goverrrment must be continuously a l e r t  t o  t h e  s t e p s  
needed - i n  use  of f o r e ign  exchange resources ,  i n  t ax  po l icy  and t h e  
l i k e  - t o  avoid circlrmstances where t h e  b e n e f i t s  of t h e  "Open Door" 
po l i cy  may be  threatened by poor d i s t r i b u t i o n  of its bene f i t s .  

The above s i t u a t i o n  can, ff not  s k i l l f u l l y  t r e a t e d ,  r e s u l t  i n  d i f f i -  
c u l t  and poss ib ly  counterproduct ive  uses  of donor a i d  and advice .  
There a r e  no ready answers to  t h e  types  of problems sketched above. 
A. I .D.  r e a l i z e s ,  however, t h e  need to  examine its program conscan t ly  
t o  a s su r e  t h a t  U.S. a s s i s t a n c e  Fs flowing t o  t h e  intended b e n e f i c i a r i e s ;  
t h a t  more e f f i c i e n t  resource  a l l o c a t i o n  is being promoted; t h a t  a l l  
components of U.S. a s s i s t a n c e  t o  Egypt -- CIP, F'L 480 ,  c a p i t a l  and 
t e chn i ca l  a s s i s t a n c e  -- a r e  address ing Egypt ' s  problens of product ion,  
job c r ez t i on ,  and expor t s ;  and l a s t l y  t h a t  an optimum balance e x i s t s  
between ef f i c i e n c p / f r e e  market cons idera t ions  and equ i ty  / p o l i t i c a l  
s t a b i l i t y  cons idera t ions .  

Con f l i c t s  between l ' e f f i ~ i e n ~ y "  and "equity" a r e  l i k e l y  t o  be minirniz ed 
a s  rap id  growtfi permits  a l l o c a t i o n  of resources  t o  housing, h e a l t h ,  
and education,  e t c .  This grovth will probably be  achieved only by 
giving adequate i ncen t i ve s  t o  t h e  p r i v a t e  s e c t o r  and h n r w i n g  pub l i c  
s e c t o r  e f f i c i e n c y  . 
The Egyptian G o v e m e n t  has now taken t h e  f i r s t  s t e p s  - with  t h e  . 
i s suance  of its d r a f t  Five Y e a r  P lan  -- towards coheren t ly  a s s e s s ing  
i ts  development problems and goa l s .  I t  is thus pos s ib l e  f o r  t h e  U.S. 

A ess- t o  begin t he  process  of b e t t e r  der'ining an a s s i s t a n c e  s t r a t e g y  add- 
i n g  both U.S. p o l i t i c a l  and economic ob j ec t i ve s  a s  w e l l  a s  Egypt ' s  o m  
development goa l s .  The s t u d i e s  done i n  fu r therance  of Sec t ion  9 ,  a s  
w e l l  a s  o thes  rwisws mentioned i n  t he  i n t roduc t i on  of t h i s  r e p o r t ,  
a r e  p a r t  of t h i s  process.  Some of t h e  U.S. approaches t o  t h e  above 
problems appear i n  t he  s ec t i ons  fo l l ov ing ,  on p r i v a t e  s e c t o r  e ~ a n s i o n ,  
a g r i c u l t u r e ,  b a s i c  needs, and o the r  elements of t h e  a s s i s t a n c e  program. 

I n  add i t ion ,  A.I .D.  is now supporting a  number of o the r  r e l a t e d  ana lyses ,  
including s t u d i e s  on Egyptian income d i s t r i b u t i o n  (which should lead t o  
improved assessment of the  p o l i t i c a l  and s o c i a l  Fmpact of po l i cy  and 
program proposa l s ) ,  major cons t r a in t s  t o  development and growth i n  
var ious  s e c t o r s ,  subs idy /pr ice  con t ro l  s y s t a s ,  and wheat consumption. 
These nore  systemat ic  reviews should g ive  Egyptian and A.  I .D. develop- 
ment p lanners  b e t t e r  t o o l s  t o  r e l a t e  f i n a n c i a l  and personnel  resources  
to  the  economic and s o c i a l  goa l s  of both count r ies .  

I n  stmrmary, then, t h e  Task Force concludes t h a t  U.S. economic a s s i s t a n c e  
programs have so f a r  supported and promoted t h e  b a s i c a l l y  p o l i t i c a l  pur- 
poses f o r  which they were es tab l i shed  and have made major con t r i bu t i ons  



t o  Egyptian shor t -  and long-tern economic needs. The Egyptian G o v e m e n t  
appears  t o  s h a r e  t h i s  b e l i e f ,  a s  evidenced by t h e  January 8, 1 9 7 8 ,  comments 
on t h e  U. S. a i d  program from t h e  Deputy Prime YAnister f o r  Economic and 
F inanc i a l  Xf f a i r s ,  reproduced i n  Annex I. 

But Egypt f a ce s  some complicated and d i f f i c u l t  economic and f i n a n c i a l  
p r o b l e m ,  t h e  r e s o l u t i o n  of which w i l l  t ake  p o l i t i c a l  w i l l ,  wisdom and 
courage. Egyptian l e ade r sh ip  can be helped i n  t h a t  t a s k  if A.I .D .  can 
cont inuously  s t r eng then  i t s  a r t i c u l a t i o n  of development s t r a t e g i e s  and 
work r S t h  t h e  Egyptian Government i n  b e t t e r  approaches t o  t h e  development 
process .  ThFs wFll  t ake  pa t i ence  and f l e x i b i l i t y  by both p a r t i e s ,  bu t  
current p o l i t i c a l  and economic r e l a t i o n s  bode we l l  f o r  t h e  kind of coopera- 
t i o n  and trust needed f o r  this endeavor. 



XI. THE PRIVATE SECTOR: FOREIGN AND DOESTIC lX.TSTXElXT kTTH PARTICLZXR 
WEilSIS ON T3E ROLE OF S X U  BUSLXSS 

A .  Background and P r o b l w  

A key p a r t  of t he  Task Force 's  mandate was t o  exp lore  what more t he  United 
S t a t e s  Government could do t o  expaad t h e  r o l e  of Egypt ' s  p r i v a t e  s e c t o r .  
The Task Force w a s  asked t o  g ive  p a r t i c u l a r  emphasis t o  t h e  p o t e n t i a l  f o r  
s m a l l  and medium bus iness  opera t ions .  

Sho r t l y  a f t e r  t he  October 1973 war w i th  I s r a e l ,  Egypt embarked on a new 
e x p e r b e n t  aimed a t  r e v i t a l i z i n g  i t s  n a t i o n a l  economy. P r e s iden t  Sada t ' s  
p lan  f o r  economic l i b e r a l i z a t i o n  - o r , .  a s  i t  i s  more cornonly knom,  t h e  
"Open Door" po l icy  - gave a s i g n i f i c a n t  r o l e  t o  f o r e ign  p r i v a t e  i n v e s m e n t .  
The new s t r a t e g y  was designed t o  e s t a b l i s h  a framework w i th in  which modern 
i n d u s t r t a l  technology could be t r a n s f e r r e d  t o  Emt by coupling i t  with  
su rp lu s  Arab c a p i t a l  and E m t i a n  manpower and resources .  

Hore r ecen t l y  po l icy  l e ade r s  have a l s o  turned t o  s t h l a t i z ~ g  c a p a c i t i e s  
which e x i s t  i n  t he  Egyptian p r i v a t e  s e c t o r  i t s e l f .  Thus, the  "Open Door" 
po l ic?  represented a fundamectal s h i f t  i n  permi t t ing ,  f o r  t h e  f i r s t  t h e  
s i n c e  the  l960s,  an important r o l e  f o r  both fo r e ign  and domestic p r i v a t e  
i m e s t o r s .  Howzver, i n  promoting t h i s  s h i f t ,  P r e s iden t  Sadat czaae i t  c l e a r  
he was not  seeking t o  d i s n a n t l e  Egypt 's  s o c i a l i s t  s t r u c t u r e  nor d id  he  
in tend  the  p r i v a t e  s e c t o r  t o  compete d i r e c t l y  wi th  some of t he  more b a s i c  
nationally-owned i n d u s t r i e s .  Rather ,  he saw t h e  r o l e  of p r i v a t e  irivestment 
as  being a d d i t i v e  t o  t h e  n a t i o n d i z e d  system i n  ex i s tence .  He a l s o  saw i t  a s  
providing a s t imulus  t o  t he  modernization and e f f i c i ency  of e x i s t i a g  publ ic  
s e c t o r  i n d u s t r i e s .  

Despi te  assurances  t h a t  t h e  new po l i cy  aims a t  supplementing and s t h u l a t i n g  
pub l i c  e n t e r p r i s e ,  some i n  t h e  pub l i c  s e c t o r  and t h e  bureaucracy perce ive  
the  growing importance given t o  t h e  p r i v a t e  s e c t o r  a s  a t h r e a t  t o  t h e i r  own 
r o l e s  and pre roga t ives  and t o  t h e i r  own v i s i o n  of d e s i r a b l e  p o l i t i c a l  and 
economic organ iza t ion .  There a r e  o the r s  i n  t he  publ ic  s e c t o r ,  however, who 
s e e  t he  p rospec t s  f o r  j o i n t  ventures  bemeen t h e i r  companies and fo r e ign  
i i ives tors  a s  a means f o r  s t imu la t i ng  t h e i r  en:erprises and f o r  providing 
g r e a t e r  managerial  oppo r tun i t i e s  and revards  f o r  those  involved. 

B. The Foreign Inves to r  Response t o  L i b e r a l i z a t i o n  

Given the  seemingly r a d i c a l  depa r tu r e  from Arab soc ia l i sm and s t a t e  c ap i t a l i sm  
t h a t  t h e  "Open Door" r ep r e sen t s ,  and given t h e  cont inuing i n s e c u r i t y  i n  t he  
a r ea ,  i t  is a l s o  no t  s u r p r i s i n g  t h a t  both p a r t i e s ,  t h e  E g p t i a n  Government 
and p o t e n t i a l  i nves to r s ,  proceeded cau t ious ly .  Since t h e  passage i n  June 1974 
of major l e g i s l a t i o n  t o  a t t r a c t  f o r e ign  investment,  over 1,000 app l i c a t i ons  
f o r  new investment p r o j e c t s  were submitted by June 30, 1977. Of these ,  the  



Egyptian Government approved 641 app l i c a t i ons  - represen t ing  c l o s e  t o  S3 
b i l l i o n  i n  p o t e n t i a l  investments (one-third of this amount i n  t he  a r e a  of 
chemicals and p e t r o l  e m  r e f i n ing )  . 
Actual i nves t s en t  of funds has been slow. Only 1 6 1  p r o j e c t s  a r e  l i s t e d  a s  
i n  production and $350 mi l l i on  inves ted  ($200 n i l l i o n  of which was banking 
ven tures ) .  Hany reasons e x l s t  f o r  t h i s  d i sappoin t ing  l a c k  of i n v e s t o r  
follow-through. A ?"arch 1976 r e p o r t  of t h e  j o i n t  Egypt4J.S. aus iness  
Council catalogued some of these  problems: an  o f t e n  l e t h a r g i c  and sornetiaes 
r e c a l c i t r a n t  goverrrment bureaucracy; t he  l a c k  of a'  s u f f i c i e n t  supply of 
q u a l i f i e d  managers and t e chn i ca l  s t a f f ;  a  h i s t o r y  of o v e r s t a f f i n g ,  o f t e n  with  
underqual i f ied personnel ;  a  l a ck  of understanding of a  f r e e  e n t e r p r i s e  system; 
i n s u f f i c i e n t  i n f r a s t r u c t u r e  ( e .  g. , power, telecommunications, t r an spo r t )  ; a  
l ack  of f o r e ign  =change f o r  imported raw m a t e r i a l s ;  ambigui t ies  i n  t he  laws 
governing fo r e ign  investments;  pos s ib l e  competit ion with  EgyFtian publ ic  
e n t e r p r i s e s ,  and, of course,  the  ever-present p o s s i b i l i t y  of a r sed  c g n f l i c t  
wi th  I s r a e l .  

One a d d i t i o n a l  very h p o r t a n t  problem f a r  f o r e ign  i nves to r s  has been t h e  con- 
t inued absence of a  s i g n i f i c a n t  domestic p r i v a t e  s e c t o r .  I n  genera l ,  f o r e ign  
inves to rs  a r e  not a t t r a c t e d  by t he  prospect  of  working s o l e l y  wi th  Egypt 's  
pub l ic  companies and t he  Governnent. There is  a  d i s t i n c t  need f o r  a  s t r o c g e r  
domestic p r i v a t e  base i n  Egypt, t o  which o u t s i d e  i c v e s t a r s  can r e l a t e .  I t ' s  
not t h a t  such a  base doesn ' t  =ist.  Rather,  the  system cons t r a in s  o r  
prevents  i t s  opera t ion  and e q a n s i o n .  

~ - 

I n  recogni t ion  of these  problems, the  Egyptian Goverwent is  pu t t i ng  more 
t e e t h  i n t o  implementing t h e  fo r e ign  investment aspec t s  of the  "9pen Door." 
-4 wide v a r i e t y  of l e g i s l a t i v e  and po l icy  changes t o  improve t he  i ave s tnen t  
c l i n a t e  were nade r ecen t l y  o r  a r e  under d i scuss ion .  For example, t h e  
Government is consider ing amending incone t a x  laws and t ax  i ncen t i ve s  t o  pro- 
v ide  g r e a t e r  s t h u l a t i o n  t o  p r i v a t e  i nves to r s .  Of equal  h p o r t a n c e ,  t he  
ba s i c  1974 fore ign  investment law was r ev i s ed  l a s t  year  t o  i n c r e r s e  t he  scope 
of a c t i v i t i e s ,  including cons t ruc t i on  and consu l t ing ,  i n  which i a v e s t o r s  may 
now engage, and t o  pe-mit them g r e a t e r  access  t o  doroestic n a r l e t s .  

I n  t he  p a s t  18 months, Egypt has a l s o  sought t o  s t reng then  t h e  r o l s  of 
fo re ign  p r i v a t e  investment i n  export  i n d u s t r i e s  by expanding Free Zone 
i n d u s t r i a l  opera t ions  i n  Cairo,  .Alexandria, Po r t  Said ,  and Suez. I n  response 
t o  an Egyptian Government reques t ,  A . I . D .  is now proposing a  FY 1979 p r o j e c t  
t o  improve and f u r t h e r  develop t h e  Suez i n d u s t r i a l  f r e e  zone f o r  manufacture 
and assembly of l abor - in tens ive  products f o r  iS!iddle East  markets.  

d few l a r g e  U .  S. p r i v a t e  opera t ions  were r ecen t l y  approved by Egypt, includ-  
ing  a  t ruck and engine assembly p l an t  and a  c i t r u s  growing and process ing 
f a c i l i t y  on r ec l a ined  lands .  I f  these  proceed without s e r i ous  delays  - and 
of equal  importance, i f  Ykiddle East  peace prospects  seem to  be iaproving -- 



thezt t!aeir esazzqle should s e r v e  as a model f o r  a growiag, but  probably n o t  
dramatic, a m b e r  of f o r e i g n  Wesmat  p r o j e c t s  a c t u a l l y  g e t t i n g  under *way 
in  t!ae near future. Prouosed E.S.  G o v e r s ~ n t  tecfirrical a s s i s t a n c e  t o  he lp  
Egypt e s p e d i t e  ais process  by idad-Cy-Fng, promoting, s c r e e n i c g ,  and m o d -  
t 0 r i a g  f o r e i g n  b v e s u e n t  p r o j e c t s  Fs descr',5ed k t h e  recomezxdat ims 
s e c t i o n  f o l l o v t a g  d i s c u s s i o n  of &e domestic private s e c t o r .  

C. ?he Domestic PrLvate Seczor 

The r e - e n t ~  i n t o  Egypt o f  f o r e i g n  f h  b a s u b j e c t  of concen t o  
at least p o r t i o n s  of the p u b l i c  s e e t o r .  The p o s s i h l e  - t e e t a l i r a t i o n  of the 
b e s t i r  private sector -- FnwlvFng m k r i e s  of pre-revolut.'on Egppt - 
is cle=Ip c a n t r w e r s i a l .  Not that dl l o c a l  a t r e p r e n e u r s  d isappeared 
afrer &e 1952 revo lu t ion .  Even during tbe 1960s - a =  t h e  peak of govern- 
m a t  aationa-lrTarion - t h e r e  .*as errparsion ic such p r i v a t e  s e c t o r  operatLons 
as food p r o c ~ s k q ,  l e a t b e r  goods, a d  m g i n e e r i n g  s e s d c e s .  There  'nas 
d w a y s  remaized k~ the pe-vate s e c t o r  a b a s e  of q e r i e n c e d  m c e p r e n e u r i a l  
and t e c ' d c a l  talent. 

C . c e s s l y ,  some 15,000 b d u s c d A  es tab l i shxmxts  'a t h e  p r i v a t e  s e c z o r ,  
a n s t l y  i3 &e artisas and h a n d i ~ r a ~ t  ca tegory ,  account f o r  about  28: of t o t a l  
hdus&al o u q u t  and c l o s e  :o ha or' indust+-al emplopment. But v e 7  f e w  
of these e s t a b l i s b e n t s  q l o y  more 'Lhan 50 nr7kers - t h e  pe rce ived  l iae  f o r  
a t i o n a l l z a t i o n  undcr t b e  Xasser reg!-. Today, pe-vate en t repreneurs  
dondnate =he woodworkhg and l e a t h e r  i n d u s t r i e s  and f i g u r s  s ignif icant ly  i n  
U g h t  mral-vcr'kizig k d u ~ t ~ e s ,  ~ i a c t u r e  of elece-cal goods azd f i x t u r e s ,  
and in k3it-a and g a z z t s  product ion.  

Until recent l j r ,  h w e v e r ,  t k e  E m t i r n  Government ~ a d e  3 t : l e  e f f o r t  t o  
s-to d c n e s t i c  iaes-c, and s e d  t o  focus  n a s t  of a e  "Open Door" 
i n c e n t i v e s ,  h t e a d ,  on a t t z a c t h g  f o r e i g n  Fnvestors  uho could  brLng b o t h  
substan- c a p i t a l  a& adva~zced t e c b o l o g y .  Domeszic en t repreneurs ,  more- 
w e r ,  enc3untered more s e v e r e l y  t h e  sane problems -- of b u r e a u c r a t i c  
obstacLes, A d e q u a t e  F 3 f r a s t r u c m r e ,  raw c r a t e r i a l  shor tages ,  h o s t i x t y  t o  
f r e e  e n t e z z r i s e  -- r'aced by p o c e a - a  f o r e i g n  f s v e s t o r s .  

T r i n t e  Fndusr r i es  h m e  Frr many c a s e s  sunived by feed ing  off the 
i a e f f i d e 3 d e s  of p u b l f c  s e c t o r  c q a n i e s ,  f i l l i n g  s ~ q i p l y  gaps vhich could 
n o t  be f U e d  57 t h e s e  l a r g e  ccmpades .  However, p r i v a t e  en t repreneurs  
o f t e a  cannot gee reasonab le  te- f o r  c r e d i t  needed t o  expand. They t end  t o  
be 1ff.r-ptor'ile, s u m i v a l - o r i e n t e d ,  inward l o o w  and conservati .re,  w i t h  
U t d e  access  t o  newer t echnolog ies  a=d e q d p u e n t .  =ey have b e e r  harmed by 
linirad access  t o  cer-- raw u a t e r d i a b  con tzo l led  by p u n l i c  sector comuacies. 

L U e  q o r = s  of t h e s e  p r i v a t e  companies t o  Zasiera Europe have been 1 . = o o r t a t ,  
t h e  cou?anies t h a e l v e s  have l i t c l e  it t h e  *;zp of expor t  n a r k e t i c g  s k i l l s .  
Des?i te  &ese l 5 i : a t i o n s  and cons t z a l a t a ,  t h e r e  is a vibrancy,  l i v e l i n e s s ,  



and f l s x i b i l i t y  i n  many of t he se  p r i v a t e  s e c t o r  o rgan iza t ions  no t  always 
matched i n  t h e  publ ic  s e c t o r .  Ki th  g r e a t e r  a v a i l a b i l i t y  of c r ~ d i t ,  
technology and raw ma te r i a l s ,  many of these  companies could p lay  a dranat-- 
i c a l l y  more important r o l e  i n  production,  job c r e a t i o n  and expor t s .  (Annex 
2 con ta ins  a  d e t a i l e d  a n a l y s i s  of r e cen t  t rends  i n  p r i v a t e  bus iness  develop- 
ment. ) 

Over t h e  p a s t  t h r ee  years ,  A . I . D .  has a s s i s t e d  Egyptian Government e f f o r t s  
t o  develop i ts  p r i v a t e  s e c t o r .  I n  t he  a r e a  of f o r e ign  i n v e s n e n t ,  A . I . D .  
worked with  t h e  Egypt-U.S. Business Council t o  have s e v e r a l  American 
businessmen ass igned t o  t h e  Egyptian Investment Author i ty ,  t o  a s s i s t  i n  
improving l lnkages  between U.S. bus iness  and Egyptian a u t h o r i t i e s .  A 
number of t r a i n i n g  program were f inanced - some i n  cooperat ion with  t h e  
Ford Foundation - t o  he lp  E m t i a n  o f f i c i a l s  and lawyers b e t t e r  understand 
how t o  dea l  and nego t i a t e  wi th  American companies i n t e r e s t e d  i n  investment.  
Both A . I . D .  and t h e  Overseas P r i v a t e  Investment C o q o r a t i o n  (OPIC) provided 
s u b s t a n t i a l  suppor t  t o  t h e  United S t a t e s  A g r i b u s h e s s  Council  t o  help  develop 
con tac t s  between American agr ibus iness  companies and t he  Egyptian Government 
and p r i v a t e  s e c t o r  f o r  t he  es tabl ishment  of j o i n t  a g r i c u l t u r a l  product ion 
and marketing programs - and funds have been set a s i d e  i n  t he  E 1979 
budget t o  he lp  f i nance  any ven txres  vhich may r e s u l t  from these  e f f o r t s .  

OPIC cont inues  to  encourage t h e  f o r m t i o n  of j o i n t  ventures  i n  Egypt, 
p r imar i ly  through a  v a r i e t y  of investment i ncen t i ve s  including p o l i t i c a l  
r i s k  insurance,  d i r e c t  loans ,  loan  gua ran t i e s ,  and pre-investment survey 
p a r t i c i p a t i o n  funds. It a l s o  p a r t i c i p a t e s  i n  and sponsors p r o j e c t  i d e n t i f i -  
c a t i o n  a d  promotion e f f o r t s  i n  Egypt. I n  a d d i t i o n  t o  p a r t i a l  funding of the  
Agribusiness Counc i l ' s  a c t i v i t i e s  t h e r e  (descr ibed i n  Secr ion I V  below), 
OPIC w i l l  a l s o  be a s s i s t i n g  the  E g p t 4 . S .  J o i n t  Business Council  i n  
s e l e c t i o n  and promotion e f f o r t s  of non-agr icu l tu ra l  p r o j e c t s .  

With r e spec t  t o  Egypt 's  domestic bus inesses ,  A . I . D .  has provided a  loan  of 
$31.5 m i l l i o n  and t e chn i ca l  a s s i s t a n c e  t o  t h e  Development I n d u s t r i a l  3ank 
(DIB), t h e  major government i n s t i t u t i o n  f o r  providing c r e d i t  t o  t h e  p r i v a t e  
s ec to r .  Severa l  A . I .D .  i n d u s t r i a l  pro;ects have been organized so  t h a t  
even tua l ly  they could be run as p r i v a t e  s e c t o r  companies. The Suez Cement 
Company, f o r  example, which received a  $95 mi l l i on  l oan  from A . I . D . ,  was 
t he  f i r s t  Egyptian company s e t  up under Law 43 ( t h e  i nves t s en t  s t h u l a t i o n  
law).  While i t s  i n i t i a l  c a p i t a l i z a t i o n  inc ludes  80% publ ic  s e c t o r  
p a r t i c i p a t i o n ,  20% was subscr ibed by small Egyptian i nves to r s  - and t h e  
Government has agreed t h a t  once t h e  c o q a n y  i s  i n  product ion,  t h e  pub l i c  
s e c t o r  shares  w i l l  g radua l ly  be so ld  off  to p r i v a t e  i nves to r s .  The 
Government has a l s o  agreed t o  make an increas ing  sha r e  of the  Commodity 
Import Program a v a i l a b l e  f o r  p r i v a t e  s e c t o r  purchase of raw m a t e r i a l s ,  s pa r e  
p a r t s  and similar needs. 

Glhile these  i n i t i a l  A . I . D .  e f f o r t s  were imporrant,  the  Task Force recognizes  
t h a t  Sec t ion  9 of t he  1977 In t e rna t i ona l  Secu r i t y  Ass i s tance  Act raqu i red  a  



more i n t e n s i v e  review of p o s s i b l e  a d d i t i o n a l  s u p p o r t  t h a t  might  be  p rov ided  
t o  E g y p t ' s  p r l v a t e  s e c t o r ,  and e s p e c i a l l y  t o  domest ic  b u s i n e s s e s .  For t h i s  
r eason ,  a  Smal l  Business  Team s t u d y  w a s  o rgan ized .  

D. Unized S t e t e s  Small  Business  Tean 

Through t h e  good o f f i c e s  of t h e  Egypt-U.S. Business  Counc i l ,  t h e  Task Force  
engaged t h e  s e n r i c e s  of a team of small businessmen from t h e  United S t a t e s .  
From a v a r i e t y  of b u s i n e s s  backgrounds,  members of t h e  Team surveyed t h e  
c o n s t r a i n t s  on Egyp t ' s  p r i v a t e  sma l l - sca le  i n d u s t r i e s  and recommended a  
v i d e  r ange  of A. I .D .  a s s i s t a n c e  - recommendations t a r g e t e d  not. o n l y  a t  
expans ion of Egyp t ' s  small i n d u s t r y  b u t  a l s o  a t  speed ing  up t h e  f l o w  of 
Uni ted  S t a t e s  and o t h e r  f o r e i g n  inves tment .  

The Team agreed  w i t h  t h e  Egypt ian  Government's c o n t e n t i o n  t h a t  most l o c a l  
p r i v a t e  s e c t o r  development would t a ~ e  p l a c e  i n  smali-to-medium s i z e d  f i m s  
t h a t  could  s e r v i c e  t h e  a u x i l l i a r y  and s u b c o n t r a c t i n g  needs of t h e  l a r g e r  
p u b l i c  o r  j o i n t  v e n t u r e  i n d u s t r i a l  p r o j e c t s .  While t ime d i d  n o t  p e r m i t  
e x h a u s t i v e  e x a n i n a t i o n  of inves tment  p o t e n t i a l  i n  all s m a l l - s c a l e  i n d u s t r p  
o p e r a t i o n s ,  c o r s e n t s  and r e c u m e n d a t i o n s  i n  s e v e r a l  key a r e a s  of t h e  p r i v a t e  
s e c t o r  shou ld  b e  no ted :  

-- T e x t i l e s  - Top management i s  v e r y  c a p a b l e ,  b u t  t a l e n t  a t  lower  
l e v e l s  is of -aneven q u a n t i t y .  I n p u t s  of c u r r e n t  technology,  
equipment and s u p p l i e s ,  and b e t i e r  o p e r a t o r  t r a i n i n g  would 
s u b s t a n t i a l l y  improve p r o d u c t i o n  e f f i c i e n c y  and q u a l i t y .  Major 
d e t e r r e n t s  t o  expans ion  a r e  inadequa te  f o r e i g n  exchange f i n a n c i n g ,  
h igh  taxes on p r o f i t s ,  and s t r i c t  Govemznent c o n t r o l s  on p r i v a t e  
company access t o  ya rn .  

- C o n s t r u c t i o n  M a t e r i a l s  - There  a r e  many o p p o r t u n i t i e s  f o r  s k i l l e d  
p r i v a t e  c o n t r a c t o r s  i n  such s p e c i a l i z e d  a c t i v i t i e s  a s  plumbing, 
electrical work, p a i n t i n g ,  p l a s t e r i n g ,  c a q e n t e r i n g  , f l o o r i n g ,  
r o o f i n g ,  s h e e t  metal work, r e n o v a t i o n  and r e p a i r  of b u i l d i n g s ,  
i n s t a l l a t i o n  of p r e f a b r i c a t e d  b u i l d i n g  equipment and m a t e r i a l s ,  
and r e t a i l  s a l e s  of c o n s t r u c t i o n  materials. The most s e r i o u s  
problems i n  Egyp t ' s  c o n s t r u c t i o n  s e c t o r  a r e  the .  s h o r t a g e  of 
loca l ly-produced and imported c o n s t r u c t i o n  materials -- such as 
c m e n t ,  s t r u c t u r a l  s t e e l ,  r e i n f o r c i n g  r o d s ,  and t imber  - and 
i n a d e q u a t e  c r e d i t  t o  buy them. 

- Engineer ing  I n d u s t r i e s  and S e r v i c e s  - Because of t h e  s h o r t a g e  or' 
rep lacement  p a r t s  f o r  a l l  types  of mechanica l  equipment,  t h e r e  
are e ~ t e n s i v e  o p p o r t u c i t i e s  f o r  p a r t s  manufacture .  But e q a n s i o n  
is h inde red  by a  l a c k  of adequa te  technology,  c a p i t a l  equipment 
and c r e d i t .  Most e n g i n e e r s  work f o r  t h e  Governnent ,  aod t h e r e  is  
l i t t l e  i n c e n t i v e  t o  develop p r i v a t e  e n g i n e e r i n g  s e r v i c e s .  



--.Expart/bmorc Ser r iccs  - TSero a r =  c o a l d e r a b i e  oppormni t i e s  f o r  
p r iva t e  i sporzers ,  but again, c r d l t  is U s i t e d .  Quotas and pro- 
cedures f o r  both e q o r t s  a d  +-arts a r e  v e q  r e s t r i c t i v e ,  and 
expa r rag  Fs done l a rge ly  by public  enterpr5ses.  E g p t i a a  hacdi- 
crafts and a r t  objec ts  represent  one good p o t m t i ~ l  o p p o r t z n i q  
f o r  p r iva t e  e q o r t e r s .  m e  Emt-U.S.  Busbess  Cauncf!, a i g h t  be 
ab le  to promote q o r t  e q m i o n  i n  the pr iva to  sec to r .  

- Fiiamce and V a t u r e  C a u i t r l  - Bacause of tSe m y  Frrtemal a d  
p o l i t i c a l  u n c e r t a b t i e s ,  E g n t  is nm- a t t r a c t i v e  only f o r  
i m e s t o r s  who see a paten- f o r  abnorsal ly high r e m r n s .  tctcnile 
t5e Unittd S t a t -  can do Little a e c t l y  to r e s t o r e  k m e s t o r  
confidence, X.I.D. may be  able  to acce lera ta  cr=n& f a v o r i i  
p r iva t e  sec to r  q a n s i o n  through k j e c t l a n s  af i n a u s t z i a l  czed i t  
along with U. S. m a a a g a a t ,  technalagy, and 'mow-haw. 

- M - a u s i x e s s  Indus t r ies  - Zn add l t i cn  to f e e d -  a ~ q t a n a l z g  
?opulacfoa, t;le ag~Lc-d t t l r a l  s ec to r  has t i e  ? o c e r ? t U  tg  iacrease  
its cash c o p s  which be e q o r t e d ,  as prc&ce o r  ia processed 
forn, to  abcain i o r ~ f g z  ~nchange.  Aqaiz ,  cradic  a v a f l a b f L i v  a d  
tochrrical s U s  a r e  b a i e q u a t r  ( e s p e c U y  %Tar ,  -&-kethp 
aid in storage,  c z k p o r t ,  and packagiag) . 

- Tourism - This f o r e i s  sxchnge  W n q  sec tc r  has g rea t  potancia l  
f o r  e s ? a z ~ ~ i o a ,  =st or' which can only b e  accomplished 5y 
Cove-at a c r i d t i e s  o r  by foreign i m e s t o r s  (e.g., l a rge  h o t e l s ) .  
There is a teed f o r  overall. Gove=ent r a s t e r  plan v s c h  i d = t k * i + ~  
a ro le ,  o ther  than l a r g e  facili : les construct ioa,  ~ h i c h  s z d i  
bus4kesses can play in ?romothg t o u r 4 ~ .  

In addi t ion  to the above problears b LudivFdual sectors of the scoaoay, tka  
Team noted t h a t  sany pr iva tc  entrepreneurs a r e  still suspicious of 
Gavemen t  rheto+-c about ericourag-hg p r iva te  s e c t o r a l  csve lapmat ,  and a r e  
thus r e l ~ c c a n t  to  inves t  new c a ~ i a  f o r  eqans ion .  To a l l a y  this cru t ion  
and s+',=te ne?. p r i v a t t  grzuth, t4e Tcsk Forte  Selfeves tSat  ~ 5 e  E m t f a r :  
Gavemnent have to  do much = r e  to h e l p  E m t ' s  ent rq i rsaexrs  overcme 
the bureaucrat ic  and ocher o b s t a c l a  s e l l  Frr cSe way of s d l  business 
q a a s i o n .  Indeed, t he re  Fs a d e a r  a d  h z e d i a t e  need to s f i p l i f y  and 
revFse & s a g  lads, regula t ioas ,  and bureaucrat ic  pro cedures t h a t  
cur rent ly  haraper r a the r  than help the development of the p r iva te  sec to r .  
T&e tc'orSd B a r k  recenrly c p l e t e d  its sku survey of Z m t i a n  -11 indus t r i e s  
Its conclusions and recomen&tions were cons is ten t  with those or' the S n d l  
3usFsess Team, pa r t i cu la r ly  on suca key areas as the need c3 ktgrcve 
Gave-anac a-stzation and po lf c i e s  , r a o v a l  of tau  a i s izca t ' ,ves ,  and 
rl;raination of cant ro ls  on pr-ces and s ror ' i t  3arzks. 



-ex 3 coat- =he l u l l  tes= and reccmclendations of t h e  S = l l  Business  
Tean r e p o r t .  Foil-g is  a sun ma^ of b e  Tean1s major recorernenda:foos, 
as wrl-2 as C U I Z M ~  o r  proposed A.I.D. a c t i o n s .  

The Teaz z e c o n m d s  that A.I.D. p r w i d e  b a t h  f o r e f g a  and E m t i a n  
crt-errcy f m d n g  f o r  small bus inesses  of an expanded program of 
c r e d i t  and c r e d i t  guaran tees  on "less c o n s e m a t i v e  and r e s t r i c t i v e  
tern" than nov o f f e r e d  by E g ~ - p t ' s  Development I a d u s t r i a l  Bank and 
by gave-ent and f o r e i g n  c m u e r c i a l  banks. The Tean recognizes  
that this m y  evencudly r e q u i r e  f n s t l ~ ~ t f o n a l  arrangements,  but  
a l s o  recognizes  that e s t a o E s h s r a t  of new c r e d i t  fatuities is a 
t5ne-cons-g process.  ThereFore i t  sugges t s  an e f f o r t  nov t o  
c-el *& w a d e d  c r e d i c  prograxz &rough t h e  exLscLng Develop- 
ment hlusty-al Bazk o r  b conjtrnctian wi th  b e  foreigzt  j o i n t  
veztture b&. 

A.I.D. Action; A.I.D., a long  v i c h  t h e  DRD and o t h e r  o r g a o i r a t i o a s ,  
is &eady providing c r e d i t  through t h e  Devdopnent  I n a u s t r i a l  Banic. 
W e  i t  has  t h e  poten=Fal  f o r  p lay ing  a c a j o r  r o l e  Fn f h a c i r y  
p r i v a t e  s e c t o r  c r e d i c ,  t h e  Sank is s z i X  graring, v i t h  a s t a f f  in . need of t z a i d a g  and exper ience.  The Task Force agrees  u i t h  t h e  
S m a l l  B u s h e s s  Tean t h a t  a d d i t i o n a l  c r e d i r  r e s o u r c e s  - beyond t h o s e  
d i ~ h  A.I.D. had a l r e a d y  planned t o  provide t o  t h e  3 d c  - a r e  
needed 4 2  t h e  p r=va te  s e c t o r  i s  t o  assume a n  expanded r o l e .  

A. I .D .  t i e r e f o r e  prapases ,  f o r  t k i s  pcrpose,  new mare f l e x i b l e  c r e d i t  
a d  guaran tee  f a c i l i t i e s  t o t a l k g  $50 d l i o n  a d  50 ;n i l l ion  Egypcian 
pouads (from U. S. excess crzrrefcy a v a i l a b i l i t i e s )  +a 1979. The 
p r e d s e  neans by -jaich t b e s e  a d d i t i o n a l  r e s o u x e s  should be zade  
a v U a l e  b nov being developed. The new f m d s  nay be channeled 
tL-ough t h e  Bank, but  X.I .D.  is a l s o  c o r s i d e r i n g  t h e  es tab l i shment  
of s p e c i a l  a r raagenen ts  ~ < t h  t h e  foze ign  j o h t  v e c t u r e  banks now 
o p e r a t b g  13 Egypt. Under the L a t t e r  scheme, p a r t  of t h e  fua& pro- 
posed might be used t o  supplement c r e d i t  extended by ~ i e s e  f o r e i s  
banks and t h e  r e n a i n a e r  might be used t o  guaran tee  risks under taken 
by t h e  b a r b .  

The Small 3 u s h e s s  Team r e c u m a d s  t h a t  encouraqment  v ' i  b e  @ v a  
t o  j o i a t  v e a r a r e s  beme- f,,"7;rtian and U.S. 3 u s i n e s s  o r g a d z a t i o n s ,  a& 
c h a t  as an  incen t ive ,  5mti.s .be.arnPFded f o r  ?re-r'ee.si'!iliy ead 
f e a s i b i l l t y  s t l rd ies  . 



X.I.D. Action: T3e Ta Force bas i ca l ly  concrrrs fa tkese T s a  
r e c o ~ a a t l o ~ s .  A. 1 .D.  has L-eady f kanced  pre-r'ezsl3Flity s tud ie s  
f o r  pro jec ts  w h i c h  could Lead t o  j o i n t  venrura iadus t r l ia l  azd 
agr i cu l tu ra l  Frrvestlents. Untfl nov, X.I .D.  has not been pre?zzed ta 
f-ce tke cos ts  fo r  p a t e z t i a l  i a ~ e s t o r s  05 F o r d  f e a s i b i l i t 7  
s tud ie s ,  uuon which i m e s u e a t  decisions could be z a e .  I t  'has r e l i e d ,  
ins t sad ,  on resources a v a a b l e  chrough the Overseas Zrtvate I n e s t l e n :  
Co-o ta t io~  (OPIC) to s e r r e  chis need. h l i g h t  or' the S U  3usiness  
Team recomzendations, A.I.D. is explorfrq possible  nechaniszs haich 
vould perzdt i t  to  s k r e  u i t h  potential.  inves tors  the  cos t s  or' such 
f e a s f 5 U . i ~  studies. Ie a n t i c i p a t e s  rag id  development of a s p e c i f i c  
pro jec t  f o r  t h i s  p q o s e .  

A . I . D .  is also prepared to  assist h the  f 3 a n c i n g  of crecii: zeeds of 
j o4b t  ventures.  $25 U o n  has jeen reserved ia cLe Z 1979 prograa 
to support p o t e n t i a l  aq t ibus iaess  vez~tzres .  A. I . D .  f '-?nnchg t-bough 
the Devdopmest LnduseridL 3& Fs a l r ~ d y  avaf lab le  t o  zssist mall- 
arrd sediun-scale j o f a t  ventura b v e s u e n t s .  For l a r g e r  j o h t  vent=-es 
which nay occur, A .  I . D .  4Ls preoared to considdr c-edit assistance. I n  
che evect sqec'"ic -7ertures z a t r r i d h e ,  pro j aczs t~ a s s l s  t t 5 s s  .rill 
be proposed f o r  s p e c i f i c  Congressiooal consfderacioa on a case-by-case 
basis .  

-*cha4r3 L- h s F S t a c k  

The S m a L l  Susiaess Toan u=aed tha t  A.1.D. undezake  ?rogram t o  *rove 
managePd,  technical ,  = k e c b g  s'U i z ~  tke p r i n t s  s ec to r ,  ta 
s t r p p l m t  such s ' r i l l s  as m y  r e s u l t  f m  j o i a t  ventur= ~kvest ie?ts .  

A.I .D.  Action: The Task Force concurs i n  this r e c m m d a t i o a ,  and A.I.D. 
is now m r ' d a g  to  d e t e m e  the Ses t  nechaaisn zhrough which such 
t e c h i d  a s s i s t ance  Pighr be provided. 2eloing a l l - s c a l e  iadusty-al 
and cooperative managezs ia izproved aanagaent, t echo logy  , and 
marketing is a parz icular lp  cmple.s and d i ; f icd . t  task, desandizg a3 
eff ectisle relatLonshi? b'etzeen Zgyptlaz & h e k c a n  Fns t f  c~ t f  ens .  3ut 
the need ia clear, and projec ts  *ill b e  developed to m e t  tihat need. 

Amrig seer ac t loas ,  A.I.D. w i l l .  00: 

- P r d d e  renewed and rein+-gorated support to  the  Inves=ent 
Cxthority to make tlzat Authorit7 b e t t e z  ab le  to  provFde Fn='orzation 
to ,  and assist, fore* inves tors  

- Streagzhen advlsor;r s e A c e s  t o  the Developmezit I n d u s t r i a l  3ar.i~ ;o 
oake i t  a nore efFac*dve - t i t . ~ t t o n  ia suupor;ing ? r f v a t e  seccar  
c r=d i t ,  canagerfal ,  and t e c h i c a l  needs. 



- Devise new approaches  by which manager i a l ,  t e c h n i c a l  and market- 
i n g  ski l ls  can be made a v a i l a b l e  t o  small-and medium-scale 
h v e s t o r s  and t o  a r t i s a n  and h a n d i c r a f t  c o o p e r a t i v e s .  

E n t r e p r e n e u r i a l  Develooment 

The Team recomnends t h a t  A . I . D .  s u p p o r t  p r i v a t e  t r a i n i n g  In management, 
cownerce, and t e c h n i c a l  skills. The Team a l s o  recommends t h a t  t h e  
I n t e r n a t i o n a l  Execu t ive  S e n i c e  Corps (IESC) and o t h e r  p r i v z t e  o rgan i -  
z a t i o n s  b e  encouraged t o  assist p r i v a t e  s e c t o r  i n v e s t o r s .  

A . 1 . D .  Act ion:  Under t h e  a u s p i c e s  of t h e  U . S . - E m t i a n  Bus iness  
Counci l ,  A . I . D .  is a l r e a d y  o r g a n i z i n g  a p r o  j e c t  t o  p r o v i d e  
s i g n i f i c a n t  t r a i a i n g  - bo th  i n  Egypt and i n  t h e  United S t a t e s  - t o  
400 n i d d l e  l e v e l  managers i n  t h e  i n d u s t r i a l  s e c t o r .  &-ter a p i l o t  
e f f o r t  t h i s  y e a r ,  t h i s  n a j o r  t r a i n i n g  prograrr! vill b e g i n  i n  FY 1979. 

The IESC is a l r e a d y  f u n c r i o n i n g  i n  Egypt and is  e n t h u s i a s t i c  abou t  i n -  
c r e a s i n g  i t s  e f f o r t s  t h e r e .  A . I . D .  w i l l  e q l o r e  how i t  can assist 
iESC i n  d i r e c t i n g  i t s  r e s o u r c e s  w r e  s p e c i f i c a l l y  a t  p r i v a t e  s e c t o r  
needs .  A.I.D. a l s o  i n t e n d s  t o  review f u r z h e r  t h e  r o l e  which o t h e r  U . S .  
v o l u n t a r y  o r g a n i z a t i o n s  n i g h t  p l a y  w i t h i n  t h e  Egypt ian  p r i v a t e  s e c t o r .  

F a c i l i t a t i n g  I m o r t s  of  U.S. E a u i ~ m e n t  

The Smal l  Business  Team recomaends t h a t  t h e  U.S. Fore ign  C r e d i t  
Insu rance  A s s o c i a t i o n  (FCZA) and Expor t - Inpor t  Bank f a c i l i t i e s  be 
extended f o r  q u a l i f i e d  t r a n s a c t i o n s  between U.S. e x p o r t e r s  and Egypt ian  
customers . 
A . I . D .  Act ion:  A . I . D .  h a s  d i s c u s s e d  t h i s  Team's r e c m e n d z t i o n  w i t h  
o f f i c i a l s  of  t h e  U.S. Expor t - Inpor t  Bank. The la t ter  s a y s  t h a t ,  f o r  
t h e  t ime be ing ,  t h e  Sank c o n s i d e r s  t h e  t e r n  of i t s  c r e d i t  and FCW 
i n s u r a n c e  f a c i l i t i e s  t o  b e  too  c o s t l y  f o r  Egypt. The Bank i s  prepared  
t o  review t h e  Egypt ian  s i t u a t i o n  f u r t h e r .  

Lega l  Reform 

The T e a  b e l i e v e s  i t  c r i t i c a l ,  i n  any e f f o r t  t o  r e o r i e n t  t h e  Egypt ian  
economy, t o  c o n s i d e r  r e fo rm of economic, commercial ,  and t r a d e  laws 
governing p r i v a t e  inves tment ,  b o t h  f o r e i g n  and domest ic .  

X i 1 . D .  Act ion:  The Task Force  a g r e e s  t h a t  l e g a l  r e f o r u s  a r e  n e c e s s a r p  
i f  Egypt is  t o  implement f u l l y  i ts  e c o n o ~ c  L i b e r a l i z a t i o n  p o l i c i e s .  
A. I . D .  endorses  Ford Foundat ion  e f f o r t s  i n  t h i s  a r e a ,  and is s x p l o r i n g  
p o s s i b i l i t i e s  f o r  a s s i s t i n g  t h e  Egyp t i an  Government i n  f i e l d s  or' legal 
educa t ion ,  reform of t h e  j u d i c i a l  a d m i n i s t r a t i v e  system, and c o d i f i c a t i o n  



of existqhg laws on p r iva t e  F n v e s t n a t .  .Ls s p e c f i l c  pr3jec:s seez  
f eas ib l e ,  A.I.D. VFU notir'y Congress. 

The S m a l l  Business Team recouanezds t h a t  tke  L'nited S t z t e s  G a v e m e r t  
seek to  encourage developmat  of domestic tas po l i c l -  i n  E q n t  nore 
fav-ozaole t o  p r i v a t e  *esczent. 

A.I.D. Action: A U.S. program is u r d e r ~ a y  t o  a s s i s t  tax a t b i n i s -  
n a t i o n  (through the  U.S. I n t e r n a l  Revenue Se+_ce), and A. I .D .  7 .  

explore d t h  the EgyptFaP Govercpent tbe p a s s i j i l i t y  of a s s i s t ance  +A 
-h pol icy  area. 

The Small a u s b e s s  Tsam recommends chat the  Unitad Seat= G o v e n e n t  en- 
couzage tke Eajrptian Gave-t to Libera7'ze laws and procedures U t i n g  
p r iva t e  s ec to r  access to  and productioa of c e r t a i n  rzT.  a r ~ r i a i s .  - 

X.I .D.  Xctian: The Task Force agrees t b t  tke ?t i - rare  s ec to r  should 
have betxer  access to  raw m a t e r i d s ,  acC t h a t  :he EmtA G o v e n e t f  
s tou ld  reconsider a q  r=st9-ctiarzs rhi& zap aov &st on ?r',vata 
sec tor  production of raw ~ ~ a t e ~ t l s  (e.g.,  a t  p tescnt ,  p r i v a t e  s e c t o r  
: u t i l e  acd clot.%=lg a n u f a c t u r e r s  a=e t o t a l l y  dependent on pu5Uc 
sec to r  y a m  producers). X.I .D.  an t i c f aa t e3  :hat openhg  tke  C 3  prog-ca 
t o  the  p r iva t e  seccor should easa s m e  of tkesa rzw = r e r i a l  ceecs.  In  
aany - ~ a y s ,  'nouever, t!!e p r o b l a  exists because of the  badequa te  l e v e l  
of l o c a l  producrioa of key a t e r i a l s .  Thus, f o r  -12, tke  ? r i v a t e  
construct ion hiut~7 i3 5aUy  w e r e d  by = j a r  s n o r a g e s  of c ~ m t .  
This tas a major f ac to r  fa h.1.D. '~ dec is ion  to  r ' i m c e  add i t i ona l  c e a a t  
production. 

The S m a l l  Busfiess Team recmmends chat the Eni t& S t a t e s  Gaverrrme=t en- 
ccurage the Egyptian Covensent to  ease bureaucrat ic  c o ~ ~ t t a b t s  fa s u d  
ares as k p o r a t i o o  of raw sat=+-dlt, provision of. f m c h g  :or p l a n t  
and e q u i p e a t ,  and expor, of f in i shed  goods. 

X.I .D.  Action: The Task Torce is is general  a g r e a m c  d-tk Lifs 
recomendation. There a r e  W c s  on progr-tic approactes co t5esa 
p r o b l e u ,  but ,  ;+ere possi5le ,  tkey . .  be pursued vigorausly.  Thus, 
f o r  exanqle, a x a n g e n a t s  have bean made f o r  p r i v a t e  seczor use of the 
Comzcdiq L,-port Progzm i n o P r f o g  "ate-stop anoroval" of dl %or= 
l l cens i zg  reqrli-=en- 5y cns=erclal b& and s l w r a c i o n  of :he need 
f o r  Xcs=,sizq a,--=acgaaents ;i:k a c u b e =  or' d l r ' f e r s s t  gove=ent agezcies .  



T e c h n i c a l  a s s i s t a n c e  zo t h e  I n v e s t n e n t  A u t h o r i t y  i s  i n t e n d e d  t o  h e l p  
s t r e a m l i n e  t h e  l a t t e r ' s  sys tems f o r  working w i t h  f o r e i g n  i n v e s t o r s .  
A s s i s t a n c e  t o  t h e  Development I n d u s t r i a l  Bank i n  improving i t s  nanage- 
ment shou ld  p e r m i t  this i n s t i t u t i o n  t o  be  increasingly r e s p o n s i v e  t o  
p r i v a t e  s e c t o r  needs .  Seminars  and t r a l n i a g  programs t o  i n p r o v e  
g o v e m e n t  o f f i c i a l s '  unde r s t and ing  of  how t o  d e a l  w i t h  bus inessmen 
w i l l  b e  c o n t i n u e d  and r e i n f o r c e d .  

I n  a d d i t i o n  t o  s p e c i f i c  o p e r a t i o n a l  a c t i o n s ,  however, Embassy and 
USAID' o f f i c i a l s  w i l l  c o n t i n u e  t h e i r  d i a l o g u e  w i t h  key E g y p t i a n  
o f f i c i a l s  aimed a t  i d e n t i f y i n g  ways i n  which t h e r e  c a n  b e  a n  e a s i n g  o f  
t h o s e  c o n t r o l s  and p rocedures  which i n h i b i t  o r  d e l a y  p r i v a t e  s e c t o r  
i n i t i a t i v e s .  

Srmrmary: The Smal l  Bus ines s  Team recommends a n  across- the-board  e f f o r t  
t o  stimulate f u r t h e r  t h e  r o l e  of t h e  Egyp t i an  p r i v a t e  s e c t o r .  The Task 
Force  f u l l y  a g r e e s  w i t h  t h i s  p r i n c i p l e  and welcomes X . I . D . ' s  i n t e n t  t o  
g i v e  more v i g o r o u s  s u p p o r t  t o  e f f o r t s  a i c c d  a t  i n c r e a s i n g  a v a i l a b i l i t y  
of  c r e d i t  and t e c h n i c a l  a s s i s t a n c e  t o  domes t i c  b u s i n e s s e s  and t o  reduc-  
i n g  g o v e m e n t a l  constraints which may i n h i b i t  v i g o r o u s  a c t i o n  by t h e  
p r i v a t e  s e c t o r .  Some of  t h e s e  a c t l o n s  r e q u i r e  c a r e f u l  p l ann ing  and 
o r g a n i z a t i o n ,  however, and,  i n  some cases, i n s t i t u t i o n  b u i l d i n g  t o  
a s s u r e  t h a t  needed r e s o u r c e s  g e t  t o  a l l  l e v e l s  o f  t h e  p r i v a t e  s e c t o r .  
There  is i n e v i t a b l y  g r e a t e r  d i f f i c u l t y  i n  a s s u r i n g  t h a t  a p p r o p r i a t e  
r e s o u r c e s  are a v a i l a b l e  t o  t r u l y  s m a l l - s c a l e  e n t e r p r i s e s  and i n d u s t r i a l  
c o o p e r a t i v e s ,  b u t  t h i s  m u s t  n e c e s s a r i l y  b e  a p a r t  of  a n  e f f e c t i v e  
p r i v a t e  s e c t o r  s t i m u l a t i o n  s t r a t e g y .  

Thus, some a c t i o n s ,  i n c l u d i n g  p a r t i c u l a r l y  t h e  p r o v i s i o n  o f  a d d i t i o n a l  
c r e d i t  and g u a r a n t e e  f a c i l i t i e s ,  can  b e  o r g a n i z e d  f a i r l y  prompt ly .  
P r o v i s i o n  is made f o r  t h e s e  w i t h i n  t h e  proposed  FP 1979 budge t .  O t h e r  
a c t i v i t i e s ,  however, w i l l  t a k e  l o n g e r  t o  d e s i g n  and o r g a n i z e ,  and i t  may 
n o t  be  p o s s i b l e  t o  i n i t i a t e  them i n  FY 1979. Thus, no s p e c i f i c  budge ta ry  
p r o v i s i o n  i s  made f o r  them i n  this y e a r '  s C o n g r e s s i o n a l  P r e s e n t a t i o n .  
I f  some of  t h e s e  a c t i o n s  c a n  i n  f a c t  b e  developed i n t o  p r o j e c t s  d u r i n g  
FY 1979, A . I . D .  w i l l  n o t i f y  t h e  Congress of i t s  i n t e n t  t o  proceed  w i t h  
then .  



A. Sacknromd 2nd P r o b l e m  

%zzy y e a r s  of mi7takhg war m o b i l i z a t i o n ,  particularly i n  t h e  lsst 
decade ,  and t h e  c o s t  of  pub- s o c i a l  p r c g r a n s  have  d i v e r z e d  p u b l i c  
i n v e s t ~ e n t ,  t e c h n i c a l  and m a m g e r i a l  tzlstts, and high level of  f i c X  
f o c j s  zway fros t5e development and modern iza t iou  of  E g y p t ' s  --=a- 
stract=e & bdus"A base. 

The Lodustrial sector a d  supporz ing  f a c i l i t i e s  are  nov badly run d a m ,  
and mst b e  r e b u t  and waded t o  ensure long- t e rn  r 'u ture  g r w t h .  
SubstantLsd f o r d -  hvescleat c a p i * A  vLll a o t  b e  attract& t o  Sgypt  
unless b a s i c  econ-c idrastzuctrrre, such  as ?over,  p o r t s ,  uater a d  
s m g e  syst-,  -port, and telacoz=unicatfons Fs Jkprmtd. Xor 
vtU. tbe d o u e s c i c  ? r i v a r e  s e c t o r  be a b l e  t o  grow in t h e  absence  of  
such  i z g t o v e n e n t .  

Same of t k e  i r o v e ? o e n c s  aow 3Larmed w2l 3 a ~ e  aa h e d i a t s ,  U r e c c ,  
and v ' s i 5 l a  M a c =  on tbe s t a n d a r d  or' li=e of  t5e Sgppt4idn p o v u l a t i o n .  
;111 of &ese  Lnprw&ent s  w i l l ,  ovc the  l o n g e r  - 9  enhance t h e  pros-  
p e c t s  f o r  c o n t b u e d  econouic  g r o ~ t h .  

The P i v e  Year P l a n  assmes tha t  a n  F n r r e a s b g  anour or' f u t u r e  FLvest- 
m a t  F3 i-dcsrrp w i l l  b e  u d e r t a i c e n  by pr2vate o r  a e d  e a t e r ? r J s e s .  
J u t  :o&yts i r r d u s t r " ?  s e c t o r  k c l e a r l y  d o n h a t e d  by p u b l i c  e n t e r -  
pr4tses,  vtrich a r e  r e s p o n s i b l e  f o r  a b o a t  90Z of  f i x e d  FovesElent  and 
around tuo-tht-ds of  v a l u e  added i n  manu-actur4hg.  These p u b l i c  
e n t e q r i s e s  l a c k  s ~ ~ u s  e x t d  cornpet i t fun ,  because  of  h igh  t a z z f s  
and subsidized p r o d u c t i o n  c o s c s ,  a s  w e l l  as any s e r i o u s  threat from 
dcmes t i c  p r f - t a t e  c o ~ p e t i t o r s .  P u b l i c  ateqrises as a rule a l s o  are  
ckaract&-!ed by low quality, high c o s t ,  i n a d e q u a t e  rewards  t o  good 
m a n a g m a t ,  a& hef f  ective s a n c t i o n s  f o r  pc.or p e r f  orzlaace. S e r i o u s  
u n d e r ~ r i f b a t i o n  of  c a ~ a d t y ,  cxceze o v e r s t a f f i n g  (i.e., d i s g u i s e d  
menp loymea t ) ,  and a tendency f o r  p u b l i c  f i z z  t o  b e a r  a s u b s t a n t i a l  
p o r t i o u  of  t h e  c o u n t r y ' s  welfare burden are a d d i t i o n a l  s e r i o u s  h p e d i -  
meats  t o  er'ff c i e a c y  . 
? r e s a t  Icdustrp Structure and P r o b l e m  - As p a r t  of t h e  Task F o r c e ' s  
-tion or' E m t ' s  economy and how f u t u r e  A. I .a. prograzzs a i g h t  
be  r e d i r e c t e d ,  a c o n s u l r a n t  f'irzi (Arzhur 3. Lit-Je or' CaabrLOge, 
Y ~ s s a c 3 u s e t c s )  was asked t o  s m e y  t h e  e n t f r e  k a u s z r i a l  s e c t o r  vr,th 
a ? h a s F s  on p o s s l b i l i  t ies  f o r  e x p a n a i a  p r t v a t e  sect-sr o u e r a t i o n s .  



Those f i n d i n g s  t h a t  r a l a t e d  s o l e l y  t o  p r i v a t e  b u s i n e s s  p a r a l l e l e d  
c l o s e l y  the o b s e m a t i o u s  of  t h e  Smal l  S u s i n e s s  Tern d = s c t i S e d  b 
S e c t i o n  I1 above. 

Tinpedinents t o  f u r t h e r  i n d u s t r i a l i z a t i o n  v e r e  i d e n t i f i e d  b o t h  w i t h i n  
f i m s  and i n  t h e  e c o n d c  environment i n  which t h e y  o p e r a t e .  The 
l a j o r  o b s t a c l e s  w i t h i n  f i r m s  were: 

- s h o r t c ~ s  in  management 

- l a c k  o f  a p p r o p r i a t e  i nccn t=ves  

- need f o r  b e t t e r  mar!cct and e x p o r t  o r i e n t a t i o n  

- poor  q u a l i t y  c o n ~ r g l  and c o s t  c o n s c i o u s n e s s  

- a weak p l a n d n g  frauxermrk 

C o n s t r a i a t s  t o  i n d u s t r i a l  m r o v e m e n t  h p a s e d  by t h e  b u s i n e s s  env i ron -  
m e n t  i nc luded :  

- over17  c e a t z a l i z e d  c o a t r o l  of  mnagernent  d e c i s i o n s  

- u n c e r t a i n t i e s  in f o r e i g n  =change a v a i l a b i l i -  

-- a n  o o p r e s s i v e  tax s t r u c t u r e  

- r e s t r i c t i v e  Labor Laws 

TSe r e p o r t  supporcs  t h e  Egyp t i an  Goverrrment's i n c r e a s e d  erqhasis  o n  
p r i v a t e  s e c t o r  d e v e l o ~ m e n t .  Zowwer,  g i v e n  t h e  predominant  p o s i t i o n  
today of p u b l i c  e n t e r p r i s e s ,  t h e  r e p o r t  r eco rnends  t h t  E m t  nove  
v i g o r o u s l y  t o  F n p r w e  the p e r f o r s a n c e  and e f r ' i d e c c y  of Goverrcnent 
industrizs. It  s u q g e s t s  t.hat Egypt g i v e  h i g h e s t  p r i o r i v ,  in t e r n s  
o f  n e a r - t e r n  b e n e f i t s ,  t o  (a) *roving management t e c h n i q u e s ,  e q u i p  
ment usa, and rav saterial c o n s e r v a t i o n ;  ( 5 )  c o n t r a c t i n g  f o r  a n a g e -  
ment s e m i c e s ;  (c )  f i n d i n g  a p p r u p r i a t e  j o i n t  v e n t u r e  p a r r n e r s  vho 
cou ld  conte-bute  n a r i a g e r i a l  and t e c h n o l o g i c a l  how-how; and (d) 
*roving t h e  c a p a c i t y  t o  i d e n t i f y ,  e v a l u a t e ,  and promote h i g h - p r i o r i t y  
h d u s t r i a l  pro  j e c t s  c o n s i s t e n t  w i t h  n a t i o n a l  g o a l s .  

A . I . D .  Resoouse t o  E p t ' s  I n d u s t r i a l  Develooment Zfeeds - D e t a i l e d  
. recomnendations,  in t h e s e  2nd o t h e r  a r e a s  p e r t b e n t  t o  h d u s t r + h l  

izrprovement a p p e a r  in h e s  h .  T5ey a r e  be ing  submi t t ed  s e p a r a t e l y  
t o  b o t h  Congress and t h e  Egypt ian  G j v e m n e n t .  3 e  Task F o r c e  com- 
mends t h e s e  f i n d i n g s  and p r o p o s a l s  t o  t h e  a t t e n t i o n  or' t h e  Zgyp t i an  
Cavernment w i t h  t h e  hope that they  vFll be  c o n s i d e r e d  by p o l i c y  
p l a m e r s  and i n d u s r r i a l  managers i n  see.- to  a c h i e v e  g o a l s  f o r  
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entrepreneurs  and publ ic  e n t e r p r i s e s  (65X is earmarked f o r  t h e  p r i v a t e  
s e c t o r ) .  A. I .D .  p lans  t o  provide a s i m i l a r  l oan  of $25 m i l l i o n  i n  
FY 1978 and proposes another  $50 m i l l i o n  c r e d i t  i n  ET 1979 rese rved  
exc lus ive ly  f o r  t h e  p r i v a t e  s ec to r .  The World Bank is  a l s o  consider ing 
a d d i t i o n a l  c r e d i t s  f o r  t h e  DIB. 

LsProv%ng the  Base f o r  I n d u s t r i a l i z a t i o n :  I n f r a s t r u c t u r e  Develo~ment  

The Egyptian Goverrrnent recognizes  t h e  c r u c i a l  need t o  r e h a b i l i t a t e  and 
renew i t s  i n f r a s t r u c t u r e .  The Five Year Plan a l l o c a t e s  t o  pub l i c  u t i l l -  
t i e s  and i n f r a s t r u c t u r e  nea r l y  40X of t o t a l  pub l ic  investment,  ~ 5 t h  
h ighes t  p r i o r i t y  in the  f i e l d s  of power, t r an spo r t ,  and communlcatfons. 

Power - Vhile  t h e  Aswan Dam provides  s i g n i f i c a n t  genera t ing  capac i t y ,  - 
considerably more w i l l  be  requ i red  i n  coming years .  Addi t iona l ly ,  t r ans -  
s i s s i o n  and d i s t r i b u t i o n  f a c i l i t i e s  must be upgraded and expanded to  
u t i l i z e  a v a i l a b l e  and f u t u r e  power. Since FP 1975, A . I . D .  agreed t o  
f inance  t h e  fo r e ign  exchange comuoneats of t h r e e  c a p i t a l  p r o j e c t s  aimed 
a t  s t reng then ing  t h e  power s e c t o r .  These p r o j e c t s  a r e  based upon an 
e s t ab l i shed  p lan  f o r  faproving t h s  power s e c t o r ,  and include:  ( I )  
improving t he  Suez Regional g r i d ,  t he  Nat ional  g r i d ,  and urban d i s t r i -  
but ion,  inc lud ing  an energy c o n t r o l  c e n t e r  t b a t  w i l l  d i r e c t  power most 
e f f i c i e n t l y ;  and ( 2 )  rep lac ing  a dest royed genera t ing  f a c i l i t y  i n  the  
Suez Region, and cons t ruc t ing  a d d i t i o n a l  c apac i t y  i n  t h e  i n d u s t r i a l  
c en t e r s  of Belwan and Talka. 

I n  FP 1979, A.I .D.  p lans  to  provide f inanc ing  f o r  a d d i t i o n a l  genera t ing  
capac i t y  i n  t h e  Suez Region and t o  f inance  a p rov inc i a l  e l e c t r i f i c a t i o n  
p r o j e c t  t h a t  is p a r t  of a comprehensive r u r a l  development program. The 
World Bank, West Gemany and Japan a r e  o t h e r  major donors a s s i s t i n g  i n  
t h e  power s ec to r ,  whi le  smal le r  donors have been i n t e r e s t e d  i n  p a r t s  of 
the  n a t i o n a l  rural e l e c t r i f i c a t i o n  program. 

Transport  - The t r a n s p o r t a t i o n  network is in s u b s t a n t i a l  d i s r e p a i r .  
Roads, b r idges ,  r a i l v a y s  and r o l l i n g  s t o c k  and p o r t s  cannot handle  t h e  
cu r r en t  v o l m e  of cargo, and must be  r e h a b i l i t a t e d  ' h e d i a t e l y .  Vp- 
grading and expansion t o  keep pace with  growing economic a c t i v i t y  w i l l  
be necessary i n  t h e  long te rn .  In a d d i t i o n  to  providing road-building 
and por t  equipment over t he  l a s t  t h r e e  yea r s ,  A . I . D .  w i l l  f i nance  i n  
FP 1978 a p l a n t  t o  produce ra i lway ca r s .  Also under cons ide r a t i on  a r e  
p r o j e c t s  t o  improve t h e  opera t ions  of t h e  Suez Canal p o r t s .  The IBRD 
and Japan a r e  a s s i s t i n g  i n  t h e  isprovenent  of opera t ions  a t  t he  P o r t  
of .Qtexandria, t he  deep sea  po r t  t h a t  handles 80% of t he  i n t e r n a t i o n a l  
commerce. 

Telecommunications - The telecommunications s e c t o r  has su f f e r ed  from 
under-iavestsenc and a l a ck  of o v e r a l l  planning. 80 th  i nves t s en t  and 



reforms ( e spec i a l l y  i n  the  t a r i f f  s t r u c t u r e ,  according t o  The World. 
Bank) a r e  needed. A.  I .D . i s  developing a telecommunications pro j ec t 
f o r  FY 1978 t h a t  w i l l  focus on improving telephone and te legraph  
s e n i c e .  As an  i n t e r im  measure, A.I.D. is f inancing microwave equip- 
ment t o  provide immediate r e l i e f  t o  Ca i ro ' s  overtaxed telephone system. 
These A.I .D.  a c t i v i t i e s  a r e  p a r t  of a coordinated e f f o r t  i n  which D A ,  
Saudi Arabia,  France,  and Sweden a r e  a l s o  involved. 

Construct ion - The cons t ruc t i on  s e c t o r  p lays  a  v i t a l  r o l e  i n  improving 
i n i r a s t r u c t u r e  and investment i n  genera l .  Large numbers of s k i l l e d  
c o n s m c t i o n  workers have migrated t o  neighboring Arab and o t h e r  c a p i t a l -  
su rp lu s  coun t r i e s .  Though remi t tances  from these  workers a r e  a  major 
source of foreig-,  exc'nange, t h e  r e s u l t i n g  shor tage  of skills is a  s e r i o u s  
impediment t o  both pub l i c  and p r i v a t e  invesonent p lans .  A s  mentioned i n  
t h e  earlier d i s cus s ion  of t h e  p r i v a t e  s e c t o r ,  t h e  g r e a t e s t  oppo r tun i t i e s  
f o r  small businessmen a r e  i n  spec i a l i z ed  cons t ruc t i on  a c t i v i t i e s .  Short-  
ages of cons t ruc t i on  m a t e r i a l s ,  p a r t i c u l a r l y  f o r  smal l  businessmen, a r e  
t h e  s i n g l e  most important problera i n  Egypt 's  cons t ruc t i on  s e c t o r ,  whi le  
inadequate  c r e d i t  a v a i l a b i l i t y  is a l s o  a s e r i ous  b a r r i e r .  A . 1  .D. is  
working wi th  t h e  Government t o  f a c i l i t a t e  t h e  use of CIP and c a p i t a l  
a s s i s t a n c e  (through t h e  Development I n d u s t r i a l  Bank and 0th- c r e d i t  
f a c i l i t i e s )  t o  inprove t h i s  s i t u a t i o n .  

Comnoditv Iiuvort Proqram (CIP) 

Las t l y ,  i n d u s t r i a l  and a g r i c u l t u r a l  product ion s u f f e r  from a l a c k  of 
modern e q u i ~ m e n t ,  spa r e  p a r t s ,  and maintenance items t h a t  would enable  
e x i s t i n g  product ion f a c i l i t i e s  to  ope ra t e  c l o s e r  t o  f u l l  capac i ty .  More 
than half of a l l  C I P  r esources  provided t o  d a t e  has been used t o  f i nznce  
t h e  i n p o r t  of i n d u s t r i a l  and a g r i c u l t u r a l  equipment such as d i e s e l  ez- 
gines ,  e l e c t r o n i c  spa r e  p a r t s ,  farm t r a c t o r s ,  cons t ruc t i on  equipment, 
t ire-making machinery and welding equipment. 

I n  a d d i t i o n  t o  c a p i t a l  equipment, t h e  C I P  provides  f o r  t h e  import of 
i n t e r s e d i a t e  goods and raw ma te r i a l s  t h a t  can be used i n  ongoing pro- 
duc t ion  l i n e s ,  thereby maintaining employment and t h e  e f f i c i e n t  u se  
of e x i s t i n g  c a p i t a l .  Wood pulp,  p l a s t i c s ,  s y n t h e t i c  rubber,  ta l low,  
and krar't  paper a r e  among t h e  raw o r  in te rmedia te  ma t e r i a l s  f inanced 
under t h e  C I P .  

While t h e  bulk of CIP f inanc ing  is  d i r e c t e d  towards t h e  publ ic  s e c t o r ,  
p r i v a t e  s e c t o r  i n d u s t r i a l  e n t e r p r i s e s  became e l i g i b l e  t o  r e ce ive  CIP 
funds in FY 1977. To d a t e  $50 m i l l i o n  i n  CZP funds have been earmarked 
f o r  p r i v a t e  s e c t o r  use,  and another  $25 m i l l i o n  w i l l  be so reserved 
in t h e  FY 1979 CIP. 



FOOD, 

A. Backzrgund and P m b l s s  

Oae d i s t h c t i v e  f c o t u r e  or' Egypt ' s  a g r i c u l t t r r a l  product ion is that i r  
t a k e s  p lace  a n  an ext=.ernely l b i t e d  p a r r i m  of t h e  n a t i o n ' s  l a d .  
Although E m t - + i s  s l i g n t l y  l a r g e r  t t a n  t h e  S t a t e s  of & l i f o = i a ,  Xevada . and k b o u  combbed,  1:s f a m  land Fs only  six -ion a c r c s ,  s q u d  t o  
t h e  c n l t i v a t e d  a r e a  o f  .%cUgan. The r d i a g  97% of t h e  c o a t r y  is 
desen, -st t o t a l l y  wi thou t  rainfall, v e g e t a t i o n ,  o r  people  except  f o r  
a few scattered oases ,  aad l a r g e l y  d t e d  t o  c u l t i v a t i o n .  

Thus, fa-g is m s t l y  couf iaed t o  t h e  m w  s t r i p  of r i c h  s o i l s ,  from 
no t o  10 ;Piles wide, a long  -&e 600-mFla l e ~ g - A  of t h e  X i l ~  Valley and 
t h e  e q d y  f e r t i l e  s o i l s  of =he C e l t a  w'nich f o r s s  a t r i a n g l e  about 120 
a e s  an ea& s i d e ,  ui:h C a i r o  o t  i ts apeu. W i t -  this nar==w ~ o e n  
st* d eke Delta, c o ~ ~ ~ ~ n l y  kzavn as tkte "old l ands , "  a g r i c u l r c e  has 
developed over  s e v e r a l  t h o u z d  years i a t o  a t i g k t l p  woven systcm c f  
s m a l l  f a n e r s .  Tne average fa== o m s  l e s s  than t h r e e  a c r e s ,  and, 
vdth an abmdaztt wator  supply,  ptoduces c l o s e  t o  t ~ o  crops  each ye=- 
graias, co t ton ,  fo rages ,  f d t s ,  and vegeccbles.  

Another c i s . t i a c t i v e  f a t - u e  of E m t l s  a g z i c t i l t u r e  is its t o t a l  r e l i a n c e  
on trrlgac&n us+kg t h e  wa ta r s  of t h e  Ni le .  E6-ypthu f a n e r s  have used 
L r r f g a t i o n  f o r  tkousands of y e a r s ,  bu t  on ly  s i s c e  t h e  Eigh Dam was c m -  
p l e t e d  b 1965 has  a U  f a - z g  shlftei frzm de?endence on f lood  v a t e r s  
t o  per- idga t ion .  C;nile - A s e  a r e  rnajor advantages t o  t h i s  
&=age, t h e r e  a r e  also s e r i o u s  p r o b l e m ,  i i l c l u d k g  a t ~ d e n c y  t o  overuse  
water .  B e c a u e  of L a d e q u a t e  a t t e n t i o n  t o  d ta i -age ,  t k d s  o v e m e  has 
caused major s U t 3  p r n b I e ~ ~  anti l o s s  of p r o d u c t i v i t y .  

W i t 3  r e l a t i v e l y  q l e  wa te r  s u p p l i e s  ncw, E m t  has m a e r t a k e n  t o  r e c l a b  
from e e  d e s e n  a d  shal low l a k e s  about 950,000 a d d i t i o n a l  o c r e s  of larrd, 
p o r t i o r s  of whicn a r e  boing f a m e d  a t  va r ious -gmera l ly  low-levels of 
produc:i+-ty. A -- of m -on a c r e s  mre P i g h t  be made a v a i l a b l e  
over  t h e  next 25 y e a r s ,  indud-g t h e  o a s i s  a r e a  of t h e  Westem Desezt. 
These r e c b h e d  a r e a s ,  kzown as t h e  "nev l ands  , I f  g e n e r a l l y  have a lower 
p o t e a t F a l  produc:ivity t h a n  do t h e  "old l u l d s , "  and t h a t  on ly  a f t e r  s e - r e r d  
years of s o l l - b u i l d i n g .  

Uithkz b a t h  t h e  "old 1md.s" and t h e  "new lanis" which have been d i s t r i b -  
u ted,  t h e  E m t F a n  " f e l l a h "  fol lows a c o q i e x  crapp-5% p a t Z e n ,  evolved. 
over t 5 e  centr r r ies .  Ze has y i e l d s  f o r  mst c rops  which c o w a r e  favorab ly  
wit5 t5ose  in s c r e  advanced c a u n t z i a s ,  a l tbough  g e ~ e r a l l p  he  crzl r e17  c a l y  
on a r h d  ?over L E ~  t h e  Labar or' h i n s e l f  an2 h i s  f d y .  Yfc:laafration 
of E m t i a n  agricul~u-e has bees? m 8 e r . z ~  f o r  a urrober of y e a r s ,  b u t  is 



st= l a r g e l y  1-ted t o  "oew Lands" s t i l l  m d e r  cont=ol  of s t a t e  f a n  
a d  f o r  p-ry t i l l a g e  ia t h e  br-i.te r f r e  and c l t t l a -gzvwiag  a r e a s  
of tbe "old  Lands. " 

On t h e  si;r -ion a c r e s  par c - d C . n t z t i  ( e q u i v a l a t  t o  near17 12 *lion 
v i t h  muLtiple cropwing) t h e  gra9s-mLze7 wheat, rd&e and c o a r s e  
grabs, Frr t h a t  order-accalmt l o r  j u s t  o v e r  one- thi rd ,  followed by 
c l o v e r  ( t h e  s k a e  l a r g e s t  c n p ) ,  cocton ( t k e  p r k c i ; l a l  e q o r t  e a r n e r ) ,  
vege tab les ,  f r u i t ,  sugarcam, a d  *col-lmeous l e s s e r  crops .  Clover  
r e p r e s e n t s  vir tual ly  &e only source  of feed f o r  some f o u r  m i l l i o n  
c a t t l e  and v a t s  b d f a l o  and f a r  one mtlliou doukeys used f o r  power and 
t r a z u p o r t a t i o n ,  Srr a d d i t i o n  Large u d e n  o f  sheep,  gaats, c ' h i c k a ,  
d& and p i g e a w  ara b u t ,  ia =st c a s e s  scavenging an crop r e s i d u e s ,  
weeds, and insects. S k c e  t h e  c a t t l e  and b u f f a l o  are kept p-IIy f o r  
d r ~ i  pur;Joses, .deoot iag an e s t i m l t e d  7 5 X  of cbeir energy t o  tbis d, 
produc t ion  of dJ.k a d  seat ia necessa rd ly  a t  ve ry  low l e v e l s .  

S i a p l y  t o  'keep up .wit5 c m m t  populat lou growth, Z m t ' s  food praduc- 
? ion  vill have t o  Fscrease by about 24: per  y e a r ,  *d-th evm 'nigher 
k c r s a s e s  requ i red  Fr- i:s very  h i g f l l e e i s  of focd ~szorcs arz t o  b e  
reduczd and a g r i c u l t u r a l  -or= r e v a c e s  are t o  c o n t r i 5 u t e  t c  t h e  o a t i o a -  
aL ecaaonp. AJthough t h e  =st p r o n i s b g  g r o w 3  ? o t = t i a l  is f o r  f ru i t  
and vege tab le  czops, higher productio= and ret2- c r a  p o s s i b l c  f o r  all 
crops  d e s p i t e  t k e  high y f a l d  Levels a l r e a d y  obca iued f o r  ms: or' eke 
t r a d i r i d  food and f i b e r  crops .  Such g a h s  can be a t c a k e d  ctrrgugh t h e  
w e  of *roved seed,  f e r c i L k e r s  a d  p e s t i c i d e s ,  through be:=:= r d z i v a -  
t i o n ,  F r r g a t i o n  and d r a k a s e  t e c ~ q u e s ,  and =ev cropuinq p a t = e r z s ,  zs 
well a s  g r e a t e r  use of agricultural raw x a t ~ r A s  3 E m t l s  d c n e s t i c  and 
q o r t  k d m c z i e s  

The Ftve-Year Plan 

For *he agzic-d-al  s e c t o r ,  =he new Five-Year Plan g i v e s  hi@ p r f o r i t l e s  
t o  k c r e a s t a g  food product ion f r o n  t h e  "old l ands"  and t o  f u r , k e r  i n v e s t -  
meat F3 "uev wi th  = r e  e r ' f i c len t  producciarr of n e a t  and & 
If&& t o  aech.lfiltarion or' f a n  o p e r a t i o u s  to  reduce t h e  need f o r  d r a f t  
animals. Ir a l s o  s r r e s s e s  p a s s f i l e  s h i f t s  fa crappFng p a t t e n s  t o  ?reduce 
higher-value crops f o r  a-art and t h e  eocourageznent of f o r - t g n  h v e s t 3 e z l t s  
t o  b r b g  p a r t i a l l y  reclai-ed l a n d s  i s t o  product ion.  The ?la a l s o  c a l l s  
f o r  estendirrg e l e c t r i f i c a t h a  t o  rural G a g e s ,  c o r r e ~ t ~ g  d i s t o r t i o n s  in 
f a r n  p r i c e a  , sore adequate  s t o r a g e  f a c i l i t i e s ,  and = r e  elf e c z i v e  exre=- 
s i o n  and c r e d i r  servFces.  

Xlthougfi t h e  Plan r e p r e s e a t s  t h e  f i r s t  recent k v e r m e r r t  e f f o r ,  t o  :derr=l -~ 
c r i t i c a l  c o a s t r a h t s  on agrtcultural product ioa ,  it does no= c l e a r l y  s e t  
f o r t h  a s t r a t e g y  f o r  r e s o l e i g  t k e s e  p r o b l s s .  The Govermnen,t z e d s  t3 



c l a r i f y  i t s  p r i o r i t i e s  as soon as p o s s i b l e  because  of t h e  l i m i t e d  
c a p i t a l  Fnvestment t h e  o v e r a l l  p l a n  a l l o c a t e s  t o  t h e  a g r i c u l t u r a l  s e c t o r .  

Recent s t u d i e s  by t h e  World Bank, by A.I.D. cnd by a s p e c i a l  U.S. 
Department of  A g r i c u l t u r e  r e p o r t  commissioned by t h i s  Task Force  a l l  
p o i n t  t o  an u r g e n t  need f o r  a wide v a r i e t y  of  t e c h n i c a l ,  i n s t i t u t i o n a l  
and economic reforms.  These s t u d i e s ,  some of whose f i n d i n g s  a r e  d i s -  
cussed  below, d e a l  n o t  o n l y  rJ i th  q u e s t i o n s  o f  p roduc t ion  e f f i c i e n c y ,  
b u t  a l s o  w i t h  such  impor tan t  i s s u e s  as e q u i t y  cnd w e l f a r e ,  r u r a l  employ- 
ment and a p p r o p r i a t e  technology.  

C. C a r r e n t  A.I.D. Programs Fn A g r i c u l t u r e  

A  1975 C.S. Depar tmmt of  A g r i c u l t u r e  su rvey  of  EgyptFan a g r i c u l t u r e  
i d e n t i f i e d  a  number of  p r o j e c t  p o s s i b i l i t i e s .  E x i s t i n g  A.I.D. a g r i c u l -  
t u r a l  a c t i v i t i e s  a r e  based  h e a d y  on t h e  f i n d i n g s  of t h a t  r e p o r t .  

The p r imary  a r e a  of  need i d e n t i f i e d ,  Fn which A.I.D. programs have s o  
tar c o n c e n t r a t e d ,  was improved wa te r  use .  A Water Use and Management 
p r o j e c t ,  c a r r i e d  o u t  by a consor t ium of  wes te rn  t m i v e r s i t i e s ,  w i l l  p r o v i d e ,  
f i r s t ,  a p p l i e d  r e s e a r c h  and then  major e x t e n s i o n  e f f o r t s  on a p p r o p r i a t e  
le-~els  and methods of  w a t e r  a p p l i c a t i o n  f o r  d i f f e r e n t  c r o p s  under  v a r y i n g  
s o i l  c o n d i t i o n s .  I n  s u p p o r t  of  a World Bank d r a i n a g e  p r o j e c t  in Cpper 
E m t ,  X . I . D .  i s  f i n a n c i n g  t h r e e  p l a n t s  t o  produce p l a s t i c  d r a h a g e  p i p e .  
It has a l s o  funded t h e  purchase  and i n s t a l l a t i o n  of  36 e l e c t r i c  pump 
s t a t i o n s  t o  extend i r r i g a t i o n  c a p a c i t y  in Upper Egypt. F i n a l l y ,  A . I . D .  
p rovided equipment needed f o r  b e t t e r  maintenance of  i r r i g a t i o n  and 
d r a i n a g e  c a n a l s .  

A second a r e a  of  concern c i t e d  in t h e  1975 survey w a s  t h e  need t o  l s p r o v e  
a g r i c u l t u r a l  p l a n n i n g  c a p a c i t y .  To meet this need,  a T i t l e  EX-t7pe 
program was o rgan ized ,  under which t h e  t ' n i v e r s i t y  of  C a l i f o r n i a  sys tem 
will  p rov ide  broad s u p p o r t  t o  t h e  &istry of  A g r i c u l t u r e  i n  p o l i c y  
a n a l y s i s  and developing new p r o j e c t  p r o p o s a l s .  

Inproved p r o d u c t i o n  o f  g r a i n  c r o p s  was i d e n t i f i e d  as a  t h i r d  p r i o r i t y  
a r e a .  A U c e  Research  p r o j e c t  has  been organized  t o  improve r e s e a r c h  
and e x t e n s i o n  on all a s p e c t s  of  r i c e  p roduc t ion ,  and a Major C e r e a l s  
p r o j e c t  is p r e s e n t l y  b e i n g  organized  t o  p rov ide  s imFla r  s e r v i c e s  i n  
wheat ,  c o r n  and sorghum produc t ion .  

A f o u r t h  major  a r e a  of  emphasis has  been improved p r o t e i n  p roduc t ion .  A 
p o u l t r y  improvement p r o j e c t  has been i n i t i a t e d  and a  f i s h  p roduc t ion  
a c t i v i t y  is c u r r e n t l y  be ing  des igned.  However, A . I . D .  h a s  n o t  so  f a r  
p r ~ v i d e d  a s s i s t a n c e  i n  c a t t l e  and mi lk  p roduc t ion .  



D. The New USDA Survey 

Recognizing t h e  broad h p o r t a n c e  of  t h e  a g r i c u l t u r a l  s e c t o r  in 'Egyptian 
development p r i o r i t i e s ,  t h e  Task Force  f u l l y  ag reed  w i t h  Congress on t h e  
need f o r  a f u r t h e r  a n a l y s i s  o f  how t o  s t r e n g t h e n  A . I . D . ' s  a g r i c u l t u r a l  
programs. A USDA team, w i t h  p a r t i  c i p a t i o n  by s p e c i a l i s t s  from t h e  Uni- 
v e r s i t y  of  C a l i f o r n i a ,  conducted such  a s t u d y  l a s t  f a l l .  -4 r e p o r t  o f  

" t h e i r  f i n d i n g s ,  i n c l u d i n g  recommended p r o j e c t s  and program a l r e r n a t i v e s ,  
a p p e a r s  a s  h e x  5 .  The team v a s  asked  t o  examine a u m b e r  of  s p e c i f i c  
a r e a s  i n c l u d i n g  c ropp ing  p a t t e r n s ,  p r o d u c t i o n  and marke t ing  o p t i o n s ,  
p r i c i n g  p o l i c i e s ,  a g r i 5 u s i n e s s  p o t e n t i a l s ,  r o l e  o f  l i v e s t o c k  p r o d u c t i o n  
and a p p r o p r i a t e  mechaniza t ion  technology and t h e  p o s s i b f i i t i e s  o f  expand- 
i n g  t i l l a b l e  a r e a s .  A more d e t a i l e d  t e c h n i c a l  r e p o r t  or' t h e  f i n d i a g s  v i l l  
b e  pub l i shed  s e p a r a t e l y  by USDA. Fol lowing a r e  t h e  major  a n a l y t i c  con- 
c l u s i o n s  of  t h e  USDA s t u d y :  

Food Gra ins ,  H o r t i c u l t u r e ,  and L i v e s t o c k  - The c e n t r a l  c o n c l u s i o n  of t h e  
s t u d y  i s  t h a t ,  i n  t h e  f o r e s e e a b l e  f u t u r e ,  Egppt v i l l  n o t  b e  a b l e  t o  c l o s e  
i t s  food gap from d i r e c t  domes t i c  p roduc t ion .  P o p u l a t i o n  growth r a t e s  
p r o j e c t e d  a s a i n s t  t h e  s t r i c t  p h y s i c a l  l i m i t a t i o n s  o f  Egypt ian  s t a b l e  
l a n d  p r o h i b i t  t h e  achievement o f  such  a f e a t .  There  a r e  a v a i l a b l e ,  how- 
e v e r ,  a number o f  development measures which, i f  a p p l i e d  j u d i c i o u s l y ,  
can ease t h e  need f o r  food impor t s  and s low s u b s t a n t i a l l y  t h e  a t t e n d a t  
d r z i n  on f o r e i g n  exchange. These measures a d  t h e i r  a l t e r n a t i v e  com- 
b i n a t i o n s ,  p l u s  f r e s h  approaches  t o  t e c h n i c a l  and i n s t i t u t i o n a l  b a r r i e r s ,  
a p p l y  t o  o l d  l a n d s ,  aew rec l a imed  l a n d s ,  o f f - f a rm and a g r i c u l t u r e - r e l a t e d  
development.  Along w i t n  t e c h n o l o g i c a l  improvements a c r o s s  t h e  b o a r d ,  

- 
t h e  USDA s t u d y  c o n t i n u e s ,  t h e  a g r i c u l t u r a l  program shou ld  f o c u s  on t h e  
h igher-va lued  c r o p s  and on s e l e c t i v e  l i v e s t o c k  e n t e r p r i s e s .  T h i s  c o u r s e  
r e q u i r e s  o v e r  t ime h i g h e r  l e v e l s  o f  i nves tmen t  in a g r i c u l t u r e  and c o n c e r t e d  
a t t e n t i o n  t o  marke t ing  and pr ic 'ag .  

I n  t h e  l o n g  run, t h e  h igher-va lue  h o r t i c u l t u r a l  c r o p s ,  n o t a b l y  f r u i t  and 
v e g e t a b l e s ,  o f f e r  g r e a t e r  o p p o r t u n i t y  f o r  r a p i d  p r o d u c t i v i t y  g a i n s  t h a n  

' d o  t h e  m r e  t r a d i t i o n a l  g r a i n  and f i b e r  c r o p s  and i n  a d d i t i o n ,  have  a 
h i g h e r  e x p o r t  revenue  p o t e n t i a l .  Fo r  t h e  n e x t  decade ,  however, t h e  trz- 
d i t i o n a l  c e r e a l  c r o p s  s t i l l  o f f e r  l a r g e  growth p o t e n t i a l s  from as y e t  
u n e x p l o i t e d  t e c h n o l o g i c a l  f a c t o r s .  T h e i r  p r o d u c t i o n  shou ld  c o n t i n u e  t o  
r e c e i v e  h i g h  p r i o r i t y ,  p a r t i c u l a r l y  s i n c e  g a i n s  in r i c e ,  wheat and c o r n  
crFll a l s o  b e  expor t - ea rn ing  o r  b p o r t - s a v i n g .  F u r t h e m r e ,  t h e  develop- 
ment o f  q u i c k e r  ma tu r ing  c e r e a l  v a r i e t i e s ,  f o r  example, could  b e  v e r y  
s i g n i f i c a n t  in l a n d  s a v i n g s ,  p a r t i c u l a r l y  in d e w  o f  t h e  heavy delnand f o r  
l a n d  f o r  slmrmer c r o p s .  

L ives tock  p r o d u c t i o n  in Egypt poses  a  v a r i e t y  of  d i f f i c u l t  p o l i c y  i s s u e s  
which remain l a r g e l y  u n s e t t l e d .  The b e g i a n i n g s  o f  a  p o u l t r y  i n d u s t r y  



have been I n i t i a t e d ,  but t h e  ques t ion  of emphasis on la rge-sca le  
versus  smal l -uni t  production is yet  t o  be reso lved .  Livestock 
products  a r e  being consaned a t  cons t an t l y  higher  r a t e s ,  and Fmports 
a r e  ris-g rap id ly .  Domestic production l e v e l s  of l i v e s t o c k  may be 
improved by Egypt ' s pove toward g r e a t e r  farm mechanization which 
should r e s u l t  i n  r e l e a s e  of l i v e s t o c k  from d r a f t  purposes and perhaps 
forage crop land  f o r  o t h e r  uses.  

Cons t ra in t s  - I n  Egypt, as i n  a l l  developing coun t r i e s ,  a g r i c u l t u r e  
growth is confronted by both human and i n s t i t u t i o n a l  c o n s t r a i n t s .  The 
technolog ica l  skllls of t h e  more advanced a g r i c u l t u r a l  coun t r i e s ,  i f  
app l ied  j ud i c ious ly ,  can s i g a i f i c a t i y  help  a t t a c k  low p roduc t i v i t y  
r a t h e r  qu ick ly ,  p a r t i c u l a r l y  s i n c e  Egyptian f a r s e r s  a r e  demonstrably 
r ecep t i ve  t o  improved methods and income oppo r tun i t i e s .  

Tzad i t iona l  ways of doing bus iness ,  hovever, e s p e c i a l l y  in t h e  pub l i c  
s e c t o r ,  a r e  more l i k e l y  t o  be dee?ly rooted and r e s i s t a n t  t o  change. 
I n  Egypt, p o l i c i e s  on production a l l o c a t i o n s ,  p r i c b g ,  subs id i e s  and, 
i i deed ,  t h e  whole market s t r u c t u r e  h4ader  economic k i t i a t i v e  and a  
f r e e  flow of resources  t o  t h e i r  nos t  e f f e c t i v e  uses .  Thus, co t t on  and 
g r a in  production i s  hampered by a r t i f i c i a l l y  low G o v e m e n t  p r i c e s  t o  
f a r s e r s ,  which a r e  a  d i s i n c e n t i v e  t o  p l an t i ng ,  whi le ,  uslder i ne f f ec tu -  
al c o n t r o l s ,  meat, vege tab le ,  and f r u i t  p r i c e s  soar .  ?leanwhile, t h e  
terms of t r a d e  between t h e  r u r a l  and urban s e c t o r s  have turned in- 
c r e a s h g l y  in f a m r  of urban dwel le r s  a t  t h e  expense of a g r i c u l t u r e .  

"Old Lands1*-"New L a d s "  - Phys ica l  p roduc t i v i t y  on Egyptian f a=  
inmediately involves  the  ques t ion  of whether emphasis should be placed 
on developing "old lands" o r  "new lands , "  although t h e  two choices  a r e  
not  necessar'ily mutually exc lus ive .  I n  assess ing  where Egypt and a i d  
donors should i nves t  t h e i r  resources ,  t h e  Task Force suggests  t h e  
Following: 

- I n  genera l ,  t h e  r a t i o  of b e n e f i t s  t o  i nvesmen t  c o s t s  favors  
t h e  "old l ands  ," a t  least i n i t i a l l y .  Within t h e  "old l ands , "  
a  v a r i e t y  of improvements i s  pos s ib l e ,  depending upon t h e  crop 
o r  o t h e r  f a c t o r s .  Drainage and improvement i n . i r r i g a t i o n  
techniques  u sua l l y  o f f e r  t h e  h ighes t  r e t u r n s ,  bu t  improved 
crop v a r i e t i e s ,  f e r t i l i z a t i o n  and c u l t u r a l  p r a c t i c e s  may a l s o  
o f f e r  s i g n i f i c a n t  b e n e f i t s .  These l a t t e r  improvements, in -  
c luding mechanization, physical  i npu t s  and support ing s e r v i c e s  
w i l l  b e n e f i t  production i n  t h e  "new lands"  a s  wel l .  

-- The "new lands"  a r e  viewed a s  an opportuni ty  f o r  both new farm 
product ion and new l i v i n g  a r ea s .  While a g r i c u l t u r e  r e ce ive s  
d i r e c t l y  only about 9Z of a l l  G o v e m e n t  investment,  over 



half  of t h a t  amount goes t o  land reclamation.  Thus f a r ,  
however, r e t u r n s  from the  "new landst '  have been very low 
r e l a t i v e  t o  i nvesmen t .  Nonetheless,  i n  view of t h e  i n t e n s e  
p ressure  on Egypt's c u l t i v a b l e  land resources ,  con t ro l l ed  and 
c a r e f u l l y  monitored e p e r i m e n t s  i n  "new lands" development a r e  
j u s t i f i e d  i f  warranted by markets and by the  a v a i l a b i l i z y  of 
l abo r ,  water supp l i e s ,  i a f r a s t r u c t u r e ,  e t c .  To t h e  ex t en t  
t h a t  r e s u l t s  a r e  favorab le  in "new lands"  development, Eg-ypt 
should probably look over t h e  long t e r n  t o  s u b s t a n t i a l  espan- 
s i on  of i ts  c u l t i v a t e d  a rea .  A l t e rna t i ve ly ,  i f  "new land" 
development proves t o  be a  high cost-low b e n e f i t  a c t i vF ty ,  i t  
should be defe r red  u n t i l  t h e  g r e a t e r  immediate p o t e n t i a l  of 
t h e  "old lands" has  been r e a l i z e d .  

Mechanization, Auorooriate Techoloo,y and Rural  E m p l o ~ e n t  - The *act 
of mechanization on Egyptian farm jobs is profoundly i q o r t a n t .  The 
n a t i o n a l  l abo r  f o r ce  vFll i n c r ea se  by about 50% by 1990 and, bo th  i n  
and ou t  of a g r i c u l t u r e ,  the prospec t s  f o r  providiag ga in fu l  employment 
f o r  such.numbers a r e  no t  encouraging. Development plans  must a h  a t  
max idz ing  product ive  job c r e a t i o n  and reducing underemployment. I n  
this contex t ,  mechanization of a g r i c u l t u r e ,  a  l i v e l y  contezrporary t o p i c  
i n  Egypt, p resen ts  p o t e n t i a l l y  a  mixed bag of good and e v i l .  On ba lance ,  
i t  is the  USDA team judgment t h a t  s u b s t i t u t i o n  of sechao ica l  f o r  human 
and aninal power can and should come about wfthout und-ae d i s l o c a t i o n  or' 
t h e  l abo r  f o r c e  and wi th  n e t  b e n e f i t s  t o  t h e  economy. 

Use of t r a c t o r s ,  which genera l ly  l e ads  t h e  t r a n s i t i o n  t o  ~ e c h a n i z a t i o n ,  
is expected t o  i nc r ea se  r a ~ i d l y  and Egypt, a  decade from now, nay w e l l  
have t en  times t he  p r e sea t  14,000 opera t ing  u n i t s .  The i n i t i a l  va lue  
of t r a c t o r s  l ies c h i e f l y  ia improved land prepara t ion  and t i n e l i n e s s  of 
opera t ions ,  n e i t h e r  of which s e r i o u s l y  a f f e c t s  employment. I n  any ca se ,  
t h e  o f f s e t t i n g  b e n e f i t s  inc lude  g r e a t e r  mploynent  oppo r tun i t i e s  Fn 
a l l i e d  s m a l l  i ndus t ry  and maintenance, i nc r ea se s  in mu l t i p l e  cropp4hg, 
market expansion, t h e  r e l e a s e  of work animals f o r  more i n t e n s i v e  produc- 
t i o n  of meat and milk, and t h e  p o s s i b i l i t y  of f r e e ing ,  f o r  o t h e r  c rops ,  
some of t h e  252 of c u l t i v a t e d  land now used f o r  forage product ion.  

In t roduc t ion  of c e r t a i n  types  of t r a c t o r d r a m  and-operated equipment, 
e s p e c i a l l y  t h r e she r s ,  could dampen demand f o r  seasonal  l abo r .  Similar-  
l y ,  s u b s t i t u t i o n  of d i e s e l  and e l e c t r i c  prrmps f o r  p r im i t i ve  water  l i f t  
devFces w i l l  reduce l abo r  requirements.  These developments a r e  un- 
c e r t a i n  only a s  t o  t h e i r  r a t e s  and t i d n g .  They under l ine  t h e  need f o r  
s t imula t ion  of l o c a l  se l f -he lp  development p r o j e c t s  t o  absorb d i sp laced  
l abo r ,  along wi th  expansion of l a b o r - b t e n s i v e  urban e n t e r p r i s e s .  

F ina l l y ,  t r a c t o r s  and tractor-drawn equipment come i n  a  wtde v a r i e t y  of 
s i z e s .  Fa s t  of those  i zpor ted  by Eaypt up t o  t h e  p resen t  a r e  i n  t h e  



65 horsepower range and a r e  s u i t a b l e  f o r  use  i n  t h e  "new lands"  o r  f o r  
e x t r a o r d i n a r y  power requirements ia t h e  "old l ands . "  But s m a l l e r ,  20 
t o  30 horsepower t r a c t o r s ,  may be  more s u i t a b l e  f o r  t i l l a g e  i n  t h e  "old 
lands ."  The fragmented c h a r a c t e r  of land ownership is  r e l e v a n t  in 
cons ider ing  whac technologies  a r e  a p p r o p r i a t e .  There may a l s o  be  in 
t h i s  t r a n s i t i o n  s t a g e  need f o r  improved animal-powered i m p l a e n t s ,  
itens which can be  produced by s m a l l  f i m  i n  Egypt 's  p r i v a t e  s e c t o r .  
I n  a d d i t i o n ,  A.I.D. should exped i te  t h e  p rov i s ion  of smal l  pumps, 
s p r a y e r s ,  p l a n t e r s ,  multi-purpose t h r e s h e r s  and o t h e r  low-cost  equip- 
ment now being developed f o r  use  in Egypt. 

The P r i v a t e  Sec to r  - B o l s t e r i n g  of t h e  p r i v a t e  s e c t o r  has  a s p e c i a l  s i g -  
n i f i c a n c e  f o r  a g r i c u l t u r e  because of t h e  Large number of d l  farmers 
and t h e i r  h i s t o r i c  s e n s i t i v i t y  t o  t h e  p r o f i t  motive. Events appear t o  
be moving in t h e  d i r e c t i o n  of n o r e  se l f -de te rmina t ion  by farmers ,  f r e e r  
n a r k e t s ,  more open sources  of c r e d i t  aod g r e a t e r  scope f o r  modi f i ca t ion  
of cropping p a t t e r n s .  C e r t a i n  t a n g i b l e  evidence of t h e  p rocess  i s  
a s s o c i a t e d  w i t h  f a n e r  coopera t ives ,  a f a c i l i t y  long d o n h a t e d  by 
government. L e g i s l a t i o n  aimed a t  l i b e r a l i z i n g  membership p a r t i c i p a t i o n  
i n  coopera t ives  is  now being considered.  

On t h e  c r e d i t  s i d e ,  vF l lage  banks a r e  now performing t h e  l end ing  
f a n c t i o n s  p rev ious ly  under coopera t ive  c o n t r o l ,  and t h e  Nasser S o c i a l  
Fund o f f e r s  generous c r e d i t  t e r n s .  The Organizat ion f o r  Rehab i l i t ac ion  
and Development of Rural  Egpptian V i l l a g e s  (ORDEV) provides  c r e d i t  t o  
suppor t  es tabl ishment  of a g r i c u l t u r e - r e l a t e d  smal l  bus iness  e n t e r p r i s e s  
under v i l l a g e  ausp ices .  Using both  Government a l l o c a t i o n s  through ORD'EV 
and t h e i r  own p r i v a t e  savings ,  many v i l l a g e s  have begun such income- 
producing p r o j e c t s  a s  p o u l t r y ,  s e r i c u l t u r e  and bee r a i s i n g ;  rug and h a t  
making; ca rpen t ry ;  and b v e s t i n g  i n  t r u c k s ,  busses ,  t r a c t o r s  and t a x i s .  
These p r o j e c t s  n o t  only  provide employment and u s e f u l  s e r v i c e s  (such 
as t r a n s p o r t a t i o n ) ,  b u t  a l s o  genera te  revenues r e p r e s e n t i n g  p r o f i t  f o r  
an  i n d i v i d u a l  v i l l a g e  which may be  used t o  a s s i s t  i t s  wel fa re  needs.  

A proposed new Food f o r  Development program f o r  Egypt-under T i t l e  I11 
of Pub l ic  Law 480-would a l s o  provide l o c a l  c u r r e n c i e s ,  generated by 
?L 480 s a l e s ,  f o r  use  in a v a r i e t y  of low-cost v F l l a g e  se l f -he lp  p ro j -  
e c t s .  This program is  e q e c t e d  t o  help  meet l o c a l  c r e d i t  needs a s  w e l l  
a s  genera te  a d d i t i o n a l  employment. Increased a v a i l a b i l i t y  of c r e d i t  
through a l l  t h e s e  mechanisms should p e r n i t  broader  oppor tuni ty  f o r  
i n d i v i d u a l  choice  in f a r z i n g  dec i s ions .  

Anri3usiness  P o s s i b i l i t i e s  - The Egyptian Government's encouragement 
of f o r e i g n  i n v e s m e n t ,  d i scussed  e a r l i e r  in Sec t ion  I1 (The P r i v a t e  
Sector)  a p p l i e s  t o  a g r i c u l t u r a l  a s  w e l l  a s  i n d u s t r i a l  p r o j e c t s .  Among 
t h e  tppes  of i n v e s m e n t  c i t e d  in t h e  197h investment law were t h e  rec- 
l a n a t i o n  and c u l t i v a t i o n  of ba r ren  l a n d s  under long-term l e a s e s ,  and 



l i v e s t o c k  e n t e r p r i s e s .  Under f a v o r a b l e  c o n d i t i o n s ,  a g z i b u s i n e s s  2 r o j -  
ects w i t h  U. S. e n t r e p r e n e u r s  p a r t i c i p a t i n g  could  i n t r o d u c e  a  f r e s h  
s t r e a m  of p r i v a t e  c a p i t a l ,  management, and marke t ing  e x p e r t i s e  i n t o  t h e  
a g r i c u l t u r a l  economy. To d a t e ,  however, no s i g n i f i c a n t  amount o f  
v e n t u r e  c a p i t a l  has  been committed t o  a g r i c u l . t u r a 1  p r o j e c t s  . 
The Egypt ian  Government s e v e r t h e l e s s  h a s  con t inued  t h e  a c t i v e  s o l i c i -  
t a t i o n  o f  American and o t h e r  f o r e i g n  f i r n s  t o  u n d e r t a k e  p r o j e c t s  t o  
produce,  p r o c e s s  and market  f r u i t s ,  v e g e t a b l e s ,  s u g a r b e e t s  , p o u l t r y  
and d a i r y  p r o d u c t s ,  and h a s  r e c e n t l y  persuaded s e v e r a l  non-U.S. f i r m s  
t o  i n i t i a t e  c o n s i d e r a t i o n  o f  p r o j e c t s  t o  produce  s u g a r b e e t s ,  bee f  and 
d a i r y  p r o d u c t s ,  w h i l e  a major  U.S. f i n  r e c e n t l y  s igned  a n  agreement  t o  
proceed  t o  develop  a  l a r g e  c i t r u s  p r o d u c t i o n  and marke t ing  f a c i l i t y .  
The U.S. Agr ibus ines s  Counci l  a l s o  h a s  been a c t i v e  in c a l l i n g  t h e  
a t t e n t i o n  o f  American a g r i b u s i n e s s  f i r m s  t o  p o s s i b l e  p r o j e c t s  and b r i n g -  
i n g  t o g e t h e r  Egypt ian  o f f i c i a l s  and e x e c u t i v e s  of  such  f i m .  

The USDA s t u d y  team s u g g e s t s  one  approach i n  t h e  a g r i b u s i n e s s  a r e a  
would b e  t o  develop  a  new s p e c i a l t y  c rop  p r o c e s s i n g  and packing  f a c i l i t y  
on r e c l a i a e d  Delta l a n d  a d j a c e n t  t o  an e s t a b l i s h e d  f s rming  a r e a .  A 
b a s e  u n i t  would unde r t ake  l i d t e d  p r o d u c t i o n  t o  s e r v e  as a d e m o n s t r a t i o n  
s i t e  and t o  eacourage  far icers  t o  e n t e r  i n t o  p r o d u c t i o n  c z n t z a c t s  w i t h  
t h e  ?recessing p l a n t .  Although t h e  concep t  a p p e a r s  p r o m i s b g  and worthy 
o f  f u r t h e r  i n v e s t i g a t i o n ,  t h e  o r g a n i z a t i o n a l  znc managelrent p r o b l e m  
i n h e r e n t  ia such  a  v e n t u r e  vould  r e q u i r e  c a r e f u l  p l d n g .  

E. Recoumendations - The USDA s t u d y  concludes  w i t h  a s e r i e s  o f  recoummda- 
t i o n s  on  how A.I.D. programs in a g r i c u l t u r e  can  be  r e i n f o r c e d .  These 
recommendations, and proposed A.I.D. a c t i o n s ,  a r e  a s  f o l l o w s :  

B e t t e r  U t i l i z s t i o n  o f  Water Resources  

The USDA team recommends t h a t  a l l  donors  c o n t i n u e  a  heavy concen- 
t r a t i o n  o f  e f f o r t  in improving u t i l i z a t i o n  of  i r r i g a t i o n  w a t e r  
r e s o u r c e s  and t h a t  a s u b s t a n t i a l  i n c r e a s e  i.a f i n a n c i a l  and 
manpower r e s o u r c e s  b e  devoted  t o  t h i s  s u b j e c t  . 
A.I.D. Action:  The Task Force  a g r e e s  w i t h  USDA on t h e  impor t ance  
o f  improved w a t e r  u t i l i z a t i o n .  This is a l r e a d y  t h e  a r e a  o f  f i r s t  
c o n c e n t r a t i o n  i n  A.I.D. a g r i c u l t u r a l  programs. Research  e f f o r t s  
i n  A.I.D.'s Water Use and Management p r o j e c t  should  h e l p  i d e n t i f y  
a d d i t i o n a l  Fnves t aen t  needs  r e g a r d i n g  wa te r  u t i l i z a t i o n .  These 
will be  v i g o r o u s l y  supported--but r e s e a r c h  work under t h a t  a c t i v -  
i t y  i s  s t i l l  a t  t oo  e a r l y  a  s t a g e  t o  deve lop  s p e c i f i c  p r o j e c t s .  
The Water Use p r o j e c t  is b e i n g  supplemented by s t u d i e s  b e i n g  
c a r r i e d  o u t  by XIT w i t h  t h e  .Xinistry o f  I r r i g a t i o n  on groundwater  
p o t e n t i a l  i n  t h e  D e l t a ,  which could  l e a d  t o  p r o p o s a l s  f o r  f i n a n c i n g  
o f  t u b e w e l l s  i n  t h e  a r e a .  Again,  t h e  r e s e a r c h  is n o t  y e t  



s u f f i c i e n t l y  advanced t o  permit  s p e c i f i c  p ro j ec t  i dea s .  Mean- 
whi le ,  i q l e r n e n t a t i o n  i n  FY 1978 and N 1979 of a l r e ady  agreed 
projects- to  provide new i r r i g a t i o n  pumps, improved cana l  
maintenance equipment, and production f a c i l i t i e s  f o r  p l a s t i c  
d ra inage  pipe--should have a  s i g a i f i c a n t  e f f e c t  on b e t t e r  water  
u t i l i z a t i o n .  

Development "New Lands" 

While USDA recognizes  t h e  v a l i d i t y  of giving p r i o r i t y  t o  programs 
i n  t h e  "old l ands , "  t h e  team s t r o n g l y  urges p i l o t  development 
e f f o r t s  f o r  t h e  "new lands" t o  he lp  l a y  a b a s i s  upon kihich Egypt 
can r a t i o n a l l y  develop over t h e  longer  t e r n  a l l  i t s  land  f o r  
producing food o r  feed economically. 

A . I . D .  -4ction: A.I .D.  hzs t o  d a t e  given f i r s t  p r i o r i t y  t o  "old 
lands" improvaen t  and has looked, p r imar i ly  t o  ag r i bus ine s s  j o b t  
ventures  a s  t h e  major p rospec t s  f o r  i nves t s en t  i n  "new lands . "  
But Egyptian po l i cy  makers c l e a r l y  in tend  over  t h e  cornlag decades 
t o  put  s u b s t a n t i a l  r esources  i n t o  new land development. To assist 
t h e  Egyptian Government in t h i s  longer  term development, solne 
s t u d i e s  and p i l o t  e f f o r t s  could be u se fu l .  While no s p e c i f i c  
p r o j e c t  has ye t  been prepared in t h i s  a r ea  f o r  FY 1979, t h e  Task 
Force agrees  t h a t  an e f f o r t  should now be made t o  exp lore  appropri -  
a t e  p r o j e c t  p o s s i b i l i t i e s .  

h ~ r o v e d  Production and ?farketine of F r u i t s  and Vegetables 

Although recognizing t h e  va lue  of food g r a in  production in Egypt, 
t h e  USDA team a l s o  be l i eve s  t h a t  more a t t e n t i o n  must a l s o  be given 
t o  t h e  product ion of h o r t i c u l t u r a l  crops ,  p a r t i c u l a r l y  f o r  t h e i r  
export  p o t e a t i a l .  The team a l s o  urges a  r a t i o n a l i z a t i o n  of t he  
marketing s e r v i c e s  f o r  f r u i t s  and, vege tab les  and suggests  modern- 
i z a t i o n  of marketing f a c i l i t i e s  s a t e l l i t e  communities around Cairo .  

A . I . D .  Action: The Task Force agrees  wi th  USDA on t h e  importance of 
h o r t i c u l t u r e .  One of t h e  f i r s t  major t asks  t o  be undertaken by t h e  
Univers i ty  of Ca l i f o rn i a  under t h e  Agr i cu l t u r a l  Development Systems 
p r o j e c t  i s  an a n a l y s i s  of h o r t i c u l t u r a l  production and marketing. 
From t h a t  s tudy ,  t o  be i n i t i a t e d  e a r l y  i n  1978, s p e c i f i c  sub-projects  
should be developed t o  a i d  inproved h o r t i c u l t u r e .  Hor t i cu l t u r e  i s  
a l s o  expected t o  be a  key element i n  even tua l  agr ibus iness  j o i n t  
ven tures  t o  be financed under t h e  Agribusiness Development p r o j e c t .  
In  t h e  i n t e r im ,  A . I . D .  is a l ready  providing p a r t i c i p a n t  t r a i n i n g  i n  
research  and marketing a c t i v i t i e s  r e l a t e d  t o  such crops .  



Agricul tural  Mechanization 

The USDA team recommends urgent consideration be g ivm to  r a t i o n a l  
expansion of mechanization in Egyptian agr icu l ture .  It caut ions,  
however, t ha t  t h i s  be accomplished with minimal d is loca t ion  of the 
f a r n  labor  force. 

A . I . D .  Action: Agricul tural  nechanization is of high p r i o r i t y  in 
Egyptian ag r i cu l tu ra l  planning. Accordingly, A . I . D .  will, i n  Ff 
1978, study the  f e a s i b i l i t y  of a  va r i e ty  of approaches to 
mechanization. This study i s  expected to  lead t o  an Agr icul tura l  
Mechanization pro jec t  next year.which w i l l  have a  major research and 
evaluation element so tha t  i t  can bes t  serve Egyptian planners ia 
determining longer- t+m approaches t o  mec'hanization. 

Low-Cos t Technology 

The USDA report  recommeuds tha t  Egyptian small industry should be 
encouraged t o  f zb r i ca t e  and maintain smaller i t e m  of f a n  equi?ment. 
Further,  USDA recommends tha t  a s  an important element of any nechan- 
i za t ion  e f f o r t  there should be major a t t en t ion  given to  simpler and 
lower-cost technology. 

A.E.D.  Action: X.I.D.'s planned FY 1979 Agricul tural  Yechanization 
pro jec t  will be the  prinary focal  point f o r  introducing v a r i e t i e s  
of mechanized equipment, includiag low-cost technology equipmect. 
The pro jec t  w i l l  include a  F a n  Mechanization I n s t i t u t e  t o  se rve  a s  
the major Egyptian research resource f o r  analyzing appropriate  
technological development. Ford Foundation and Catholic Relief 
Services a r e  already experimenting with c e r t a i n  types of low-cost 
mechanical equipment and these e f f o r t s  are being supported with PL 
4 8 0 ,  Section 204 funding. Broader e f f o r t s  by voluntary organiza- 
t ions  and by Egyptian i n s t i t u t i o n s  will b e  supported under the  FY 
1979 S m a l l  Scale Agricul tural  Ac t iv i t i e s  pro jec t .  

Credit  and Cooperatives 

DSDA recommends tha t  e d s t i n g  c r e d i t  sources, espec ia l ly  medium- 
term c r e d i t ,  be r ev i t a l i zed  and enlarged. It a l so  recommends e f f o r t s  
t o  res t ruc ture  cooperatives so that they function with l e s s  government 
control  and more as  modern, p r iva t e  business mechanisms. 

A. I .D .  Action: The cooperative movement in Egypt in t he  past has not 
been a  t r u l y  voluntary assoc ia t ion  of farmers but r a the r  a  means for  
government to  ensure carryicg out of i t s  a g r i c u l t u r a l  p r i o r i t i e s .  
The c red i t  systen has a l so  been used to  re inforce  t h i s  s t ruc tu re .  
Given t h i s  pas t  o r i en ta t ion ,  A . I . D .  was re luc tant  t o  become involved 



in c r e d i t  and coopera t ives .  E m t i a n  p o l i c y  makers a r e  now changing 
t h i s  o r i e n t a t i o n ,  s o  A. I .D .  requested t h e  Cooperative League of t h e  
U.S.A. t o  under take some pre l iminary  s t u d i e s  of what t h e  Agency 
might e f f e c t i v e l y  do i n  t h e  f i e l d  of c r e d i t  and coopera t ives .  That 
s tudy  is j u s t  being completed and a l though i t  i s  too  e a r l y  t o  pre- 
d i c t  s p e c i f i c  p r o j e c t s  which may r e s u l t ,  A.I.D. c l e a r l y  i n t e n d s  t o  
move towards d i r e c t  suppor t  of improvements i n  coopera t ives  and 
c r e d i t  dur ing  FY 1979. This  dl1 b e  addressed l a r g e l y  through pro j -  
e c t s  f o r  Small Farmer Product ion and A g r i c u l t u r a l  Cooperative 
Development. 

Research 

USDA urges  t h t  funding f o r  app l ied  r e s e a r c h  i n  a g r i c u l t u r e  be  in -  
c reased ,  a rgu ing  t h a t  such investment could have a  higher  r a t e  of 
r e t u r n  than m a y  non-agr icu l tu ra l  investments  now in s i g h t .  

A . I . D .  Action: A.I.D. i s  developing a  range of a p p l i e d  r e s e a r c h  
p r o j e c t s .  Already agreed t o  o r  under p r e p a r a t i o n  a r e  r e s e a r c h  p ro j -  
e c t s  in r i c e  product ion,  p o u l t r y  p roduc t ion ,  aquacu l tu re ,  a g r i c u l -  
t u r a l  mechanization,  o t h e r  major c e r e a l s ,  and i n  water use  and 
naaagement. The r o l e  of t h e  Univers i ty  of C a l i f o r n i a  i n  t h e  
A g r i c u l t u r a l  Development Systems p r o j e c t  w i l l  h v o l v e  cons iderab ie  
resea rch .  A major a s p e c t  of t h e  Science and Technology p r o j e c t  is 
a r e s e a r c h  a c t i v i t y  c a l l e d  More and B e t t e r  Food. 

Livestock 

The CSDA team recommends t h a t  g r e a t e r  suppor t  and d i r e c t i o n  be given 
t o  l i v e s t o c k  product ion and marketing.  I n  a d d i t i o n ,  i t  urges  A . I . D .  
t o  g i v e  c o n s i d e r a t i o n  t o  j o i n t  Egyptian-Sudanese p r o j e c t s  i n  t h i s  
a rea .  

A . I . D .  Action: A . I . D . ' s  involvement in l i v e s t o c k  s o  f a r  has been 
l i n i t e d  t o  p o u l t r y  and aquacu l tu re  and has not  y e t  involved meat and 
milk product ion.  Problems of meat and milk product ion iz i  Egypt a r e  
complex given t h e  r e l a t i o n s h i p s  of crop r o t a t i o n s  and l and  usages 
which exist in l i m i t e d  bu t  i n t e n s i v e l y  used lands .  However, USDA 
c o r r e c t l y  b e l i e v e s  t h a t ,  a s  mechanization proceeds,  t h e r e  w i l l  aeces-  
s a r i l y  be an impact on l i v e s t o c k ,  w i t h  a  p rospec t ive  s h i f t  i n  t h e i r  
use  from d r a f t  animals t o  producers of meat and milk .  There fore ,  
some s tudy  of t h e  p o t e n t i a l s  of t h e  l i v e s t o c k  i n d u s t r y  is needed f o r  
s p e c i f i c  program a c t i o n  i n  t h i s  f i e l d .  

Comodi tv  Imoort Ptoeram 

USDA reco-ends t h a t  t h i s  program be u t i l i z e d  even more than' a t  p resen t  
t o  support  t h e  a ~ r l c u l t u r a l  s e c t o r .  



A . I . D .  Act ion:  The Comnodity Imuort  Program is p r i m a r i l y  a  cur ren , t  
b a l a n c e  of  payments program, n o t  d i r e c t l y  i n t ended  t o  s u p p o r t  
l o n g e r - t e n  inves tmen t  needs .  I tems t o  be  f inanced  under  t h i s  pro- 
gram thus  slust b e  t h o s e  which t h e  Egyp t i an  Government i t s e l f  
d e t e d n e s  a r e  c u r r e n t l y  needed.  A heavy p e r c e n t a g e  o f  PL 480 and 
G F  f i n a n c i n g  c u r r e n t l y  goes f o r  a g r i c u l t u r a l  p r o d u c t s  (wneat ,  
o i l ,  t a l l o w ,  c o r n ) .  A.I.D. a n t i c i p a t e s  t h a t ,  durtng t h e  coming 
y e a r  o r  em, a s  i t s  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 s  a r e  s t r e n g t h e n e d ,  
an i n c r e a s i a g  r a n g e  of o t h e r  t y p e s  o f  equipment and cormnodities 
needed f o r  t h e  a g r i c u l t u r a l  s e c t o r  will be  i d e n t i f i e d  which can  
a p p r o p r i a t e l y  b e  f i n a n c e d  th rough  t h e  CIP program. 

A . I . D .  S t a f f i n q  

The USDA r e p o r t  s u g g e s t  t h a t ,  i f  t h e  X . I . D .  program i n  Egypt is 
t o  e v a l v e  a l o n g  t h e  l i n e s  sugges t ed  in its s t u d y ,  it w i l l  r e q u i r e  
a marked h c r e a s e  i n  t h e  s i z e  of  i ts  a g r i c u l t u r e  s t a f f .  

A . I . D .  Act ion:  The Task Force  f u l l y  concur s  w i t n  t h e  OSDA view on 
X . I . D .  a g r i c u l t u r a l  s t a f f i n g  needs.  A . I . D .  ha s  a l r e z d y  i n i t i a t e d  
a c t i o n s  f o r  a s i g n i f i c m t  i n c r e a s e  in s t a f f  s i z e .  In aid-1977 o n l y  
t .  d i r e c t - h i r e  A.I.D. X i s s i o n  s t a f f  were  a s s i g n e d  t o  a g r i c u l t u r e  
a c t i v i t i e s .  By t h e  ecd o f  1977,  f i v e  a g r i c u l t u r e  t e c h n i c i a n s  were  
a s s i g n e d ,  and by mid-1978 A. I .D .  e k p e c t s  t o  have  e l e v e n  a g r i c u l t u r e  
p o s i t i o n s  in t h e  Egypt X s s i o n .  In  a d d i t i o n ,  A . I . D .  a n t i c i p a t e s  
t h a t  a n o t h e r  35 American w e r t s ,  under c o n t r a c t s  o r  on r e h b u r s -  
a b l e  l o a n  from o t h e r  a g s c i e s  (PAS&), w i l l  be  working f u l l  t h e  on 
Egypt ian  a g r i c u l t u r e  p ro  j e c  ts d e s c r i b e d  e a r l i e r .  These p e r s o n n e l  
r U 1  come from v a r i o u s  U.S. i n s t i t u t i o n s ,  i n c l u d i n g  t h e  U n i v e r s i t y  
o f  C a l i f o r n i a  and t h e  U n i v e r s i t y  Consort ium f o r  I n t e r n a t i o n a l  
Develo?ment. 



V. B A S I C  S E E S  - IMPROVING TEiE QUALITY OF LIFE 

A. Backeround and Problems 

Egypt 's  record i n  providing f o r  t h e  ba s i c  needs of i t s  people  is  im- 
p re s s ive ,  e s p e c i a l l y  given i t s  s t a g e  of o v e r a l l  development. I n  t e r n s  
of s o c i a l  s e r v i c e s  provided t o  i t s  c i t i z e n s ,  Egypt surpasses  many 
na t i ons  a t  a  similar s t a g e  of e c o n d c  development. But, whi le  Egypt 
is  making a s i g n i f i c a n t  e f f o r t  t o  ensure  t h a t  equ i t y  is b u i l t  i n t o  i ts 
development programs, major problems s t i l l  remain i n  providing many of 
i ts  people w i ~ 5  t h e  oppor tun i ty  to  i nc r ea se  t h e i r  income and -prove 
t h e i r  s t andards  of hea l t h ,  s h e l r e r ,  and education,  and o v e r a l l  qualf  ty 
of l i f e .  The major t a s k  f o r  Egyptians is  no t  so  m c h  t o  eqxp and t h e  
l e v e l  of s e n i c e s  cu r r en t l y  provided, bu t  r a t h e r  t o  conso l i da t e  and 
make more e f f i c i e n t  t he  p resen t  s o c i a l  benefi: s y s t w .  

The base f o r  t h e  p resen t  s t r u c r a r e  of s o c i a l  b e n e f i t s  was formed i n  
t he  yea r s  f o l l o v i q  t he  r evo lu t i on  of 1952. One of t h e  f i r s t  i n i t i -  
a t i v e s  a f t e r  t h e  r evo lu t i on  was a ba s i c  agr&ian  r e f o r n  movement which 
broke t h e  power of t h e  landed e l i t e  a rd  provided f o r  tddespread i q r o v e -  
ments i n  income d i s t r i b u t i o n .  Iand was d i s t r i b u t e d  broadly and land 
ownership was much more widely dispersed.  Subsequently, t h e  Govermnent 
devised a new system of economic and s o c i a l  b e n e f i t s  and s e rv i ce s  wi th  
t h e  goa l  of providing most Zgyptians wi th  a t  l e a s t  a  minimum s tandard  
of l i v i n g .  Labor l e g i s l a t i o n  was passed e s t ab l i sh ing  maximm hours ,  
job s e c u r i t y  and minhum wages. Eea l th  programs were e s t ab l i shed  t o  
provide f r e e  c a r e  f o r  a l l  Egyptians through a  l a r g e  network of urban 
and r u r a l  c l i n i c s .  Government launched comprehensive educat ion 
programs up t o  and including u n i v e r s i t i e s .  It urder took r e n t  c o n t r o l  
and subs id ized  housing programs. 

This r e s t r u c t u r i n g  of t h e  economy had same very p o s i t i v e  b e a e f i t s  i n  
equ i t y  t e r n s .  There was a s u b s t a n t i a l  t r a n s f e r  of weal th  a d  income 
to  t he  poor from r i c h e r  E g p t i a n s  ard  f r c n  f o r e i ~ e r s .  I n  t h e  r u r o l  
a r ea s  t h e  lowest 402 of t he  populat ion i n  :ems of iscome increased  
t h e i r  sha r e  of income t o  25Z of t h e  t o t a l  earned. Living s tandards  
Fnproved so t h a t  only about 7.5% of tSe urban and 13Z of t h e  r u r a l  
populat ion f e l l  below t h e  abso lu t e  poverty l h e  i n  a  1975 survey. 

The d i s t r i b u t i v e  e f f o r t s  undertaken i n  t h e  5 0 ' s  and 60's  a l s o  had 
some nega t ive  e f f e c t s .  .4s ~ o v e r m e n t  ' s r o l e  i n  t h e  economy increased ,  
so d id  t h e  bureaucracy, developing a  cv~mbersome and i nc r ea s ing ly  
i n e f f e c t i v e  o v e r a l l  economic managemeat system. I n  t h e  d r i v e  f o r  
r ap id  i n d u s t r i a l i z a t i o n ,  too l i t t l e  a t t e n t i o n  was given t o  economic 
and t e c h n i c a l  f e a s i b i l i t y  f a c t o r s  and m a ~ y  inef f  ic ierr t  investments 
were made. E f f o r t s  a t  subs id iz ing  c e r t a i n  c o s t s  have go t t en  o u t  of 
hand, b e n e i i t i c g  not  on ly  t h e  t a rge ted  poor, bu t  a l s o  broadly sub- 
s i d i z i n g  a l l  s o c i a l  c l a s s e s  i n  c e r t a i n  a r ea s .  



P r i c e  c o n t r o l s  and o t h e r  g o v e m e n t  i n t e r v e n t i o n s  i n  t h e  a g r i c u l t u r a l  
s e c t o r  were p r - i z a r i l y  i n t e n d e d  t o  s t i m u l a t e  t h e  p r o d u c t i o n  of  c r o p s  
which would e a r n  f o r e i g n  euc5anqe and t o  s h e l t e r  t h e  u r b a n  p o p u l a t i o n  
from i n r ' l a t i o n a r y  p r e s s u r e s .  T?.ese c o n t r o l s  have  worked, i n s t e a d ,  
a g a i n s t  t h e  development of  n o r e  p r o f i t a b l e  c r o p s  f o r  f a r n e r s  and have  
h e l d  down o n - f a n  income. The r e s t r i c r i o n s  on income e a r n i n g  oppor- 
tunities i n  t h e  rural a r e a s  have c o n t r i b u t e d  t o  t h e  s t e a d y  e m i g r a t i o n  
t o  a l r e a d y  overcrot ided u rban  a r e a s  - where t h e  demand f o r  gave-ent 
s e n i c e s  has  becone a s e r i o u s  problern. The G s v e r m e n t ' s  s u j s i d y  of 
b a s i c  consumer goods row i n p o s e s  a budget -breaking  burden on  t h e  
Egyp t i an  economy. 

I n  the e a r l y  19701s ,  P r e s i d e n t  Sada t  launcbed t h e  " c o r r e c t i v e  r evo ln -  
t i on"  s f f o r t  which is i n t e n d e d  t o  c a p i t a l i z e  o n  t h e  v e a l t h  O i s t r i S u -  
t i o n  a s p e c t s  of t h e  e a r l i e r  r e v o l u t i o n a r ~ .  g e r i o d  ~ h i l e  a l s o  S roaaed-ng  
t h e  scope  of p e m i s s a b l e  p o l i t i c a l  and economic a c t i v i t y .  ? r e v i o u s  
abuses  of human r i g h t s  have  er-ded, and P r e s i d e n t  S a d a t  has  encouraqed 
t h e  development of  b roade r  p a r z i c i p a t i o n  in t h e  p o l i t i c a l  p r o c e s s .  
? r e s s  c e n s o r s h i p  has ended and f r e e  7 o l i t i c a l  p a r t i e s  a r e  deve lop ing  
around t k e  once  7a ranoun t  .Arab S c c i a l i s t  Vnion. I n  t h e  economic f i e l d ,  
t h e  e s t a b l i s h n e c r  of economic t a r g e t s  and p r i o r i t i e s  a r z  now f r z e l y  
deba ted ,  and g o v e r m e n t  p o l i c y  now encourages  t h e  once -aeu t r a l i zed  
7 r i v a t a  s s c t o r *  

Cur ren t  S i t u a t i o n  - S i g n i f i c s n t  ecmomic ,  s o c i a l  and p o l i t i c a l  b p r o v e -  
ments nave occu r red  f o r  most Egypt ians  is t h e  p a s t  t'm decades ,  b u t  
major  problems s t i l l  remain f o r  a l a r g e  p a r t  of t h e  poor.  Gi-ren t h e  
c a p a c i t y  of t h e  Egypt ian  economy i n  a n  o v e r a l l  s e n s e ,  however, t h e  
c u r r e n t  l e v e l  of e q u i t y  and broad b a s e  of s e r v i c e s  f i n a n c e d  Fs a o s t  
' i q x e s s i v e .  Dramatic lirprovements i n  p r o v i d i n g  f o r  t h e  p o p u l a t i o n ' s  
b a s i c  needs  would t a x  t h e  economy's a b i l i t y  t o  m a i n t a i n  them. 

&st Egypt ians  a r e  a b l e  t o  n a i n t a i n  a d i e t  t h a t  n e e t s  ainixzaLly a c c e p t -  
a b l e  i n t e r n a t i o n a l  n u t r i t i o n  s t a n d a r d s ,  a l t h o u g h  f o r  many i t  is a t c a i n e d  
on ly  by mr lc ing  i n o r d i n a t e  hour s  o r  by d e v o t i n g  a d i s p r o p o r t i o n a t e  pe r -  
c e n t a g e  of income t o  f o o d s t u f f s .  I n  t h e  rurcl a r e a s ,  t h e  l o w e s t  m e a t y -  
f i v e  p e r c e n t  of income e a r n i n g  households  d e v o t e  a l n o s t  64% of t h e i r  
income t o  food.  Huch of  t h i s  goes t o  a b land and r o u t i n e  d i e t  of beans ,  
r i c e  and bread .  While r e l i a b l e  d a t a  i s  n o t  a v a i l a b l e ,  poor n u t r i t i o n  
is b e l i e v e d  t o  b e  a a a j o r  cause  of  i n f a n t  m o r t a l i r y  and d i s e a s a .  I n  
most u rban  a r e a s ,  n u t r i t i o n  s t a n d a r d s  a r e  s a i n t a i n e d  l a r g e l y  i n  p a r t  
because  of t h e  h e a - q  government s u b s i d y  o f  s t a p l e s  such  a s  b read ,  r i c e ,  
s u g a r  and o i l .  

S i n c e  t h e  e a r l y  1 9 5 0 1 s ,  Egypt ian  educa t ion ,  by law, h a s  been f r e e  and 
open t o  a l l .  P r i n a q  s c h o o l  e n r o l h e n t  has  i n c r e a s e d  from 46% i n  
1953-1954 t o  a b o u t  70% now. Rowever, some 20% of p r i a a r y  s c h o o l  a g e  
c h i l d r e n  a r e  never e n r o l l e d  i n  s c h o o l  and among t h o s e  n o n z a l l p  en- 
r o l l e d ,  a n u b e r  f a i l  =a a t t e n d  c l a s s  w i r h  any r e g u l a r i t ? .  m e  



a t t r i t i o n  r a t e  from one  g r a d e  t o  t h e  n e x t  i s  h i g h ,  e s p e c i a l l y  among 
g i r l s ,  and nrany s t u d e n t s  f a i l  t o  achieve permanent l i t e r a c y .  Classes 
a r e  crowded w i t h  inore t h a n  604 of t h e  p r i n a r y  s c h o o l s  o p e r a t i n g  on a 
m u l t i - s h i f t  b a s i s  and t e a c h i n g  is  l a r g e l y  based on  r o t e  memorizat ion.  
Only abou t  102  of  t h o s e  who beg in  pr imary  s c h o o l  r e a c h  t h e  seconda ry  
g rades .  T e c h n i c a l  and v o c a t i o n a l  e d u c a t i o n  is  i n a d e q u a t e ,  and in -  
s t r u c t i o n  is  n o t  gea red  t o  c u r r e n t  e q l o y m e n t  needs .  

While signiiicant improvements have  been  made i n  t h e  p a s t  10-15 y e a r s  
in p r o v i d i n g  a d e q u a t e  hous ing ,  t h i s  c o n t i n u e s  t o  pose  d i f f i c u l t i e s  f o r  
most  E g y p t i a a s ,  p a r t i c u l a r l y  in t h e  u r b a n  areas. I n  Ca i ro ,  f o r  example, 
t h e r e  a r e  a n  e s t i m a t e d  1 . 9  pe r sons  p e r  room f o r  each  h a b i t a t i o n  and 
t h e r e  is a n  e s t i m a t e d  s h o r r a g e  o f  1 . 5  n i l l i o n  u n i t s  needed now j u s t  
t o  accommodare t h e  cq.srent  p o p u l a t i o n .  While t h e  p r o v i s i o n  of w a t e r ,  
sewage, and e l e c t r i c a l  services t o  r e s i d e n c e s  h a s  Fmproved h t h e  
a j o r  u r b a r  areas i n  t h e  p a s t  few p e a r s ,  i n  1970 s t i l l  o n l y  66% of 
t h e  b u i l d i n g s  in t h e  g r e a t e r  C a i r ~  r e g i o n  were  connected  t o  p u b l i c  
o r  p r i v a t e  s y s t e m  of sewage. 

More t h a n  a  m i l l i o n  Ca i r enes  must o b t a i n  w a t e r  from c e n t r a l l y  l o c a t e d  
n u o i c i p a l  w a t e r  t a p s .  While some 652 o f  u r b a n  Egyp t i ans  c a n  o b t a i n  
a d e q u a t e  s h e l t e r  through t h e  g o v e m e n t  o r  t h e  i n f o r n a l  hous ing  sec-  
t o r ,  t h e  remainder  s t i l l  are u n a b l e  t o  a f f o r d  a d e q u a t e  hous ing  wi th-  
o u t  govemiment s u b s i d y .  T h i s  problem is compounded by t h e  r a p i d  
i n t e r n a l  n i g r a t i o n  in Egypt, w i t h  t h e  u rban  p o p u l a t i o n  growing a t  
a n  a v e r a g e  a n n u a l  rate  of 3%. 

Zgy-pt h a s  developed a l a r g e  ard e ~ t e n s i v e  u rban  and rural h e a l t h  
d e l i v e z z  system. The c o u n t r y  has a l a r g e  r e s o u r c e  b a s e  of  p h y s i c a l  
h e a l t h  f a c i l i t i e s ,  t r a i n i n g  i n s t i t u t i o n s ,  and d o c t o r s  (oce  f o r  a k o s t  
eve* 2,000 Egyp t i ans )  and n u r s e s .  I: is e s t i m a t e d  t h a t  no Egyp t i an  
is l o c a t e d  s o r e  t h a n  f i v e  k i l o m e t e r s  from any h e a l t h  u n i t .  3 u t ,  it 
is n o t  s u q r i s i n g  t h a t  t h e  h e a l t h  d e l i v e x 7  spstem does  n o t  o p e r a t e  
e f f i c i e n r l y  g i v e n  t h e  v e r y  l a r g e  t a s k  invo lved .  Many Egyp t i ans  s u f f e r  
from e n d e d c  d i s e a s e s  b u t  a r e  n o t  ge r i e ra l ly  a b l e  t o  a f f o r d  a d e q u a t e  
h e a l t h  c a r e  d;lrlng tines of c r i s e s .  I n  n a j o r  u rban  a r e a s ,  community 
h e a l t h  f a c i l i t i e s  are  ignored  in f a v o r  o f  t h e  l a r g e ,  a c u t e l y  crowded, 
t e a c h i n g  h o s p i t a l s .  I n  rural a r e a s ,  h e a l t h  c l i n i c s  o f t e n  are n o t  
open d u r i n g  p r e s c r i b e d  times and even if  t h e y  a r e ,  may l a c k  n e c e s s a r y  
s u p p l i e s  and d rugs .  Egppt ian  p o l i c y  m i l i t a t e s  a g a i n s t  t h e  u s e  of  
pa ramed ica l  pe r sonne l ,  p h y s i c i a n  a s s i s t z n t s ,  o r  n u r s e s  i n  per forming 
p r e l h i m r y  examinat ions  and p r e s c r i b i n g  d rugs  i n  o r d e r  t o  f r e e  
d o c t o r s  f o r  more complex d u t i e s .  

S g y p t ' s  g r e a t e s t  n a t u r a l  r e s o u r c e  is p robab ly  i ts  people .  a u t  u n l e s s  
t h e  p o p u l a t i o n  i n c r e a s e  s lows down a p p r e c i a b l y  ove r  t h e  n e x t  decade ,  
t h e  s h e e r  number of  i t s  p e o p l e  w i l l  c a n c e l  t h e  g a i n s  of  fa rm and 
i n d u s t r i a l  p r o d u c t i v i t y  a n t i c i p a t e d  i n  t h e  Z g y ~ t i a n  F i v e  Y e r  P l an .  



The most s t r i k i n g  e f f e c t  of t h e   count^'^ populat ion growth is t h e  
p r e s su re  i t  p laces  on c u l t i v a b l e  land, thus i n  p a r t  r e s u l t i n g  i n  a 
cont inuing f l i g h t  from the  countryside t o  t h e  c i t i e s .  Other i npo r t an t  
e f f e c t s  a r e  on s o c i a l  development s i n c e  t he  economy cannot f i a ance  t he  
b a s i c  s e n i c e s  needed by t h e  growing population.  It a l s o  r e s u l t s  in a 
l abo r  f o r c e  whose supply cont inues  t o  g r e a t l y  exceed c a r r e n t  l e g i t i m a t e  
demand. F e r t i l i t y  l e v e l s  i n  Egypt a r e  no t  particularl 'y 'high .by t h e  
s tandards  of many developing counr r ies ,  expec ia l ly  o the r  I s l d c  ones.  
Furthermore, f s r t i l i t y  is now s i g n i f i c a n t l y  lower than i t  a decade 
ago. 3u t  i t .  is not  low enough f o r  t he  c o u n t q  t o  be o b l e  t o  reach  i t s  
ambitious deveiopmenr goa l s .  , 

The r e a s o m  f e r t u t y  is not  lower a r e  f a m i l i a r  ones. Bigh i n f a n t  and 
c h i l d  morta1it.f r a t e s  encourage paren t s  t o  have many c h i l d r e n  t o  pro- 
v i d e  s e c u r i t y  a g a i n s t  d i s a b i l i t y  and o ld  age. a u r a l  f ami l i e s  a l s o  
c l a b  a n y  ch i l d r en  a r e  needed i f  fa- a r e  t o  be productive.  These 
raasons a r e  l i k e l y  t o  be reinforced by t he  lower s o c i a l  s t a t u s  and 
l imf ted  educat ion of women. 

me Egyptian Government f o m a l l y  izL;iat=d family planning p o l i c i e s  
15 years  ago. I n  s p i t e  of a very exto,nsive a e r a r k  of hea l t h  f a c z i -  
t i e s ,  however, family planning p r a c t i c e  rena ins  v e q  low, e s p e c i a l l y  
ia  r u r a l  a r ea s  (vhere possiSly  5-82 of  couples use  con t racep t ion)  . 
Goverment e f f  o r z s  t o  d e l i v e r  e f f  a c t i v e  p l a m i n g  s e rv i ce s  contixued 
t o  be lbpeded by t r a d i t i o n a l  a t t i r ~ d e s  and b e l i e f s ,  shor tages  of 
t r a i ned  manpower, d d i c i e n c i e s  i n  9rogram =Fagemeat, and a l a c k  
of a r e l i a b l e  s y s t ~ n  f o r  s u p p l y i q  con t racep t ives .  

goverment  a c t s  a s  t h e  employer of last r e s o r t  f o r  a l l  u n i v e r s i t y  
graduates .  A s  a consequence, t h e  Egyptian G o v e m e n t  is ove r s t a f f ed  
with  e - e n s i v e l y - t r a i a e d  personnel.  For those  who have no t  had access  
t o  educa t iona l  oppo r tun i t i e s ,  t he  opportuni ty  t o  ob t a in  g a i d u l  enploy- 
ment is g r e a t l y  reduced. Uthough  open urban job lessness  is no t  a 
major problem, a s i g n i f i c a n t  p a r t  of t he  i n d u s t r i a l  l abo r  f o r c e  is 
underemployed. The l a c k  of r u r a l  income-produciag oppo r tun i t i e s  is 
manifested by the  c o n t i n u i ~ g  and a a s s i v e  r u r a l  migra t ion  to  t h e  
c i t i e s .  The po l i cy  of providing government jobs tends  t o  encourage 
t h e  d ive r s i on  of l abor  from a r e a s  where i t  could be more product ively  
employed, such a s  t e chn i ca l  and voca t iona l  workers i n  indus t ry  o r  a s  
s k i l l e d  workers ou t s i de  of Egypt. 

B. The U. S .  Sesuonse 

When U.S. a s s i s t a n c e  t o  Egypt was ree s t ab l i shed  i n  1974, t he  most 
urgent  needs v e r e  t o  help  t h e  Gjverment  of Pres iden t  Sadat meet 
i t s  urgent  knport needs, r e v i t a l i z e  t he  s t a g n a t i ~ g  economy, and u?- 
grade decaying inr-ras t r u c t u r e .  The predominant sha r e  of program 



r e s o u r c e s  was d i r e c t e d  i n i t i a l l y  t o  balance-of-payments s u p p o r t  and a 
number o f  l a r g e  c a p i t a l  p r o j e c t s .  Shor t - tcnn  b e n e f i t s  of  t h e  program 
were  d i r e c t e d  a t  t h e  economy and p o p u l a t i o n  as a whole r a t h e r  t h a n  t o  
any one t a r g e t  group.  A.I.D. 's s t r a t e g y  reckoned t h a t  t h e  poor would 
b e n e f i t  in t h e  s h o r t - t e r n  from a  g e n e r a l  improvement in t h e  econony's  
o v e r a l l  performance.  A.I.D. a l s o  r ecogn ized  a p r e s s i n g  need t o  de- 
v e l o p  a  program aimed a t  s p e c i f i c  d i sadvan taged  groups .  But this 
g o a l  r e q u i r e d  coming up f i r s t  w i t h  b e t t e r  f a c t s  and f i g u r e s  on t h e  
i n t e r r e l a t e d  p r o b l e u s  o f  h e a l t h ,  n u t r i t i o n ,  f a m i l y  p l a n n i n g  and edu- 
c a t i o n ,  and d e s i g n i n g  programs t o  meet t h e s e  problems.  

From its i n c e p t i o n  t h e  U.S. economic a i d  program h a s  had a major  
impac t  on  t h e  q u a l i t y  o f  l i f e  of Egyp t ' s  c i t i z e n s .  The A.I.D. . 
Commodity Impor t  Program (CIP) and PL 480 T i t l e  I programs,  w h i l e  
j u s t i f i e d  b a s i c a l l y  i n  term of E g y p t ' s  c r i t i c a l  s h o r t - t e r m  b a l a n c e  
of payments problem, have  a n  A e d i a t e  and d i r e c t  e f f e c t  on  t h e  
l i v e s  of t h e  poor  icaj o r i t y .  

The most i m p o r t a n t  food i t e m  f o r  t h e  u r b a n  poor i s  "balady bread",  
t h e  c o s t  of  which is s u b s i d i z e d  t o  keep t h e  p r i c e  i n  r e a c h  of  tll 
t h e  p o p u i a t i o n .  One-third of  t h e  wheat and f l o u r  needed t o  produce  
b a l a d y  b read  and o t h e r  b read  p r o d u c t s  cones from U.S. economic 
a s s i s t a n c e  programs.  S i m i l a r l y ,  other f o o d s t u f f s  provided  under  
t h e s e  programs such  a s  v e g e t a b l e  o i l ,  c o r n ,  and f r o z e n  p o u l t r y  are 
made a v a i l a b l e  d i r e c t l y  t o  t h e  poor' th rough s p e c i a l  governnent  s t o r e s .  

I n  o r d e r  t o  s t i m d a t e  n o r e  employment, e x i s t i n g  i n d u s t r y  needs  rzw 
m a t e r i a l s ,  s p a r e  p a r t s  and replacement  equipment. A.I.D. f i n a n c i n g  
through C I P  of  t a l l o w  f o r  t h e  soap  i n d u s t r y ,  t i n  p l a t e  f o r  t h e  
canning  i n d u s t r y ,  coking  c o a l  f o r  t h e  s t e e l  i n d u s t r y  and o t h e r  
sbd lz r  naterials h a s  p l ayed  a key r o l e  in r a i s i n g  i n d u s t r i a l  pro-  
d u c t i o n  f r o n  a n  e s t i m a t e d  6fZ of c a p a c i t y  i n  1974 t o  a l e v e l  of 852 
i n  1976 w i t h  a  co r re spond ing  impact  o n  employment. 

The c a p i t a l  p r o j e c t s  t h a t  A . I . D .  suppor t ed  beg inn ing  i n  R 1975 were 
des igned  t o  f o c u s  o n  c r i t i c a l  bo tc Jenecks  t h a t  must b e  w e r c o n e  i n  
o r d e r  t o  l a y  t h e  framework f o r  l ong  term s e l f - s u s t a i n i n g  economic 
grow-th. These  p r o j e c t s  p r o v i d e  a  f o u n d a t i o n  uqon which b a s i c  h m a n  
needs  programs can  b e  fo rmula t ed ,  having  a d i r e c t  e f f e c t  on  t h e  
wel l -be ing  of  t h e  poor  m a j o r i t y .  Some of t h e s e  c a p i t a l  p r o j e c t s  
have  a n  Fmmediate impact  on  improving t h e  l i v e s  of Egypt ' s  poor .  
Thus, t h e  road  c o n s t r u c t i o n  and maintenance ,  and e l e c t r i c a l  d i s  tri- 
b u t i o n  equipment i n  t h e  Suez Canal  a r e a  f i n a n c e d  by A.I.D. have 
p layed a s i g n i f i c a n t  r o l e  in e n s u r i n g  t h a t  t h e  m i l l i o n  r e t u r n i c q  
r d u g e e s  were f u r n i s h e d  w i t h  e s s e n t i a l  mun ic ipa l  s e r v i c e s .  



Other c a p i t a l  p r o j e c t s  have been underzaken because  of  t h e  c o n t r i b u t i o n  
they  w i l l .  have f o r  Egypt ' s o v e r a l l  development,  b u t  t h e i r  accomplishment 
is a n  impor tan t  p r e c u r s o r  t o  programs that a r e  aimed s p e c i f i c a l l y  a t  t h e  
needs  of  t h e  poore r  e lements  of t h e  popu la t ion .  The Suez Cenent P l a n t  
p r o j e c t  and t h e  a d d i t i o n a l  cement p r o j e c t  planned t h i s  y e a r  should  have 
a major r o l e  i n  inp rov ing  the s h e l t e r  of  Egyp t ' s  poor.  The e l e c t r i c a l  
power g e n e r a t i n g  p r o j e c t s  and d i s t r i b u t i o n  and moni to r ing  p r o j e c t s  
should  promote eaployment i n  e x i s t i n g  p roduc t ion  f a c i l i t i e s  and p r o v i d e  
t h e  r e s o u r c e s  f o r  developing sma l l - sca le ,  ru ra l -based  employnent oppor- 
t u n i t i e s .  The i r r i g a t i o n  d r a i n a g e  p r o j e c t  h e d i a t e l y  i n c r e a s e s  t h e  
p r o d u c t i v i t y  and income of a f f e c t e d  f a rmers .  P r o j e c t s  t o  improve g r a i n  
s t o r a g e  and p o r t  hand l ing  f a c i l i t i e s  should  h e l p  c u t  c o s t s ,  r educe  t h e  
l o s s  of  commodit iss ,  and e n s u r e  t h a t  v i t a l l y  impor tan t  foods  are 
a v a i l a b l e .  

k i i l e  t h e  A. I . D .  program t o  Egypt focused i n i t i a l l y  on t h e  t r a n s f e r  or' 
r e s o u r c e s ,  we have  a t t empted  t o  l e a r n  n o r e  abou t  s p e c i f i c  ecoromic 
s e c t o r s  and economical ly  p o o r e r  groups.  With t h i s  knowledge, t e c h n i -  
c a l  a s s i s t a n c e  and o t h e r  programs t a r g e t e d  a t  -roving t h e  perfa-nce 
of a l r e a d y  e x i s t i n g  s o c i a l  s m i c e  s y s t a s  t o  p rov ide  f o r  t h e  b a s i c  
needs  of Egyp t ' s  d i ~ a d v a n t a g e d  may be  under taken.  

.In e a r l 7  s u m e y  of a g r i c u l r ~ r a l  needs l e a d  t o  t h e  development of  
p r o j e c t s  t o  expand p o u l t r y  and r i c e  p roduc t ion  and Fnprove i r r i g a t i o n  
water u s e  and management. Improveaent  i n  o v e r a l l  a g r i c u l ~ ~ r a l  s e c t o r  
a n a l y s i s  and management should  r e s u l t  from a c o o p e r a t i v e  r e l a t i o n s h i p  
e s t a b l i s h e d  by t h e  Egypt ian  Government w i t h  t h e  C n i v e r s i t y  of  C a l i f o r n i a .  
= f o r t s  t3  h p r o v e  t h e  performance of t h e  r u r a l  h e a l t h  system and :he 
s o c i a l  b e n e f i t s  systezn were undertaken.  P i l o t  p r o j e c t s  t o  i d e n t i f y  
low c o s t ,  sma l l - sca le  technology have  been i n i t i a t e d .  And, p r i o r i t y  
was g i v e n  t o  a d d r e s s i n g  Egypt ' s p o p u l a t i o n  growth ? r o b l a .  rEqer i ence  
ga ined through t h e s e  a c t i v i t i e s  and w i t h  t h e  knowledge gained w i t h  
a d d i t i o n a l  p e r s o n n e l  h a s  l e d  t o  a a r e a t l y  e q a n d e d  b a s i c  needs program 
proposed f o r  EP 1979. 

C .  A.I.D. Programs D i r e c t l v  Xee t ine  Bas ic  Human Needs 

A . I . D . ' s  b a s i c  human needs programs a t t e q t  t o  r e a c h  Egyp t ' s  m a j o r i t y  
through f o u r  f o c a l  p o i n t s :  

- t h e  i n d i v i d u a l  i n  h i s  irzcome producing r o l e  

- t h e  home and envirorrment - housing,  urban Fnprovements, r ~ r a l  
e l e c t r i f i c a t i o n  

- s o c i a l  s e r v i c e s  a v a i l a b l e  t o  t h e  poor -- h e a l t h ,  ~ u t r i t i o n  and 
f a m i l y  p l ann ing ,  s o c i a l  a f f a i r s ,  e d u c a t i o n  

- t h e  p a r c i c i p a t o q  r o l e  of  t h e  i n d i v i d u a l  - v i l l a g e  development 
and a e c e n t r a l i z a t i a n  of d e c i s i o n  making; t h e  r o l e  of t h e  
c o o p e r a t i v e s  



D .  LmraPinn t h e  Incote-oroducinz Role of  I rd ivFdua ls  

Increas ing  indivi ,dual income is  a t  -he h e a r t  of t h e  development process  
because such incone can be auo l ied  as t h e  r e c f p i s n t  sees f i t  t o  his  o r  
he r  ba s i c  needs o r  o t h e r  f e l t  needs. As s ca t ed  e a r l i e r ,  only about 7.5% 
of Egypt 's  urban populat ion and U Z  of t he  ma! .  popula t ion  f a l l  below 
t h e  abso lu t e  p m e r t p  l i n e .  Y!ch r a h s  to  be done, howwer,  t o  i n ~ r o v e  
t h e  i x m e  of tbose  near  the pover tp  l e v e l  so  t h a t  they may s a t i s f y  ii 
t h e k  b r s i c  needs r a r e  adequately  and *rove t he  q u a U r y  of thek 
l i v e s .  

One means of i nc r ea s ing  individual income is through t h e  faprovement of 
agr"s .dtural  product ion f o r  crops  t h a t  are in F n c r e a s i q  d w n d .  A. I .D.  
is developing o r  i q l e n e ~ t i q  ag r i c r r l t u r a l  p r o j e c t s  t o  &crease  t h e  
produccior. of r i c e ,  vhea t ,  corn and so rghm,  crops  t h a t  are now pro- 
duced by v 'zzual ly  a l l  of Egypt 's  f- households. Increased ou tpu t s  
and g r e a t e r  product ion e f f i c i e n c i e s  should hzve a ;raked i q a c t  on 
fa=  household bcomes.  

Research on inproved water we and managment aff eczs  t i e  p roduc t ive  
capac i ty  and hcome of a l l  rill f m n e r s ,  s i n c e  cons iderab le  f a n  out-  
pu t  Fs l o s t  eack y e a r  frcm t;aterlogg4hg and s a U n i t y .  The development 
of i q r o v e d  z g r i c u l t u r a l  c r e d i t  f a c i l i t i e s  W c h  vFll be undertaken ir: 
IT 1979 and t-he L ~ r o v e d  ==go-ment of c r e d i t  prograins is  zined d i r e c t l y  
a t  a s s u r h g  t h a t  a l l  f a n e t s ,  e s p e c i a l l y  mall ones, have access  both 
t o  product ion c r e d i t s  and t o  f a c i l i t i e s  f o r  longer - te ra  a g r i c u l t u r a l  
Fqrove.nezt. Azt a g r i c u l t u r a l  inechanization progran will be und e r t a k e a  
f o r  a v a r i e t y  of technologies  that can enhance o v e r a l l  p roduc t i o r  tdth- 
ou t  cu tz ing  l abo r  denand. A f i s h  product ion p r o j e c t ,  planned f o r  

1978, is desigxed s p e c i f i c a l l y  in a coopera t ive  mold to  provFCe 
small f a m e r s  wi th  a nev technology and new source  of income. A s  a 
r e s u l t  of t h e  pou l t r y  p r o j e c t  s t a r t e d  earlier, we a n t i c i p a t e  t h e  
development or' new programs t o  a s s F s t  in t h e  h p r o v m e n t  of pou l r ry  
product ion in t h e  v i l l a g e  floclcs, a n  a c t i v i t y  of b p o r t a c c e  t o  many 
f am v ives  . 
k y  e x i s t i n g  smal l -scale  a r t i s a n s  and i ndus t rFd l  coopera t ives  a r e  
badly h need of f i n a n c i a l  and t e chn i ca l  a s s i s t ance .  A.I.D. e f f o r t s  
t o  develop cew fFnaac i a l  and t e chn i ca l  support  pmgrams f o r  t h e  
p r i v a t e  s e c t o r  will be designed t o  i ac lude ,  where pos s ib l e ,  bene- 
f i t s  t o  t he se  coopera t ives .  

The r o l e  of wmen is evolvtnq i n  Emt. Yare a d  more mmen a r e  par-  
t i c i p a t i n g  ia s o c i a l ,  econcpic a d  g o v e m e n t a l  a i f  aLWs . Eowever, 
Egypt r-im a conse r t a t i ve  XuslFn s t a t e .  To d a t e  v e  have no t  aimed 
p r o j e c t s  s p e c i f i c a l l y  a t  m e n ,  but  zav of A.I .D.  's  p r o j e c t s  w i l l  
have a posi:ive *act on women and t h e i r  p o s i t i o n s  i n  soc i e ty .  For 
example, S e n d i t s  f r m  A.I .D.  p r o j e c t s  i n  s o c i a l  a f f a i r s  and r u r a l  and 
urban 'zeal:h should L z a c t  s t r ong iy  on =omen t h a t  a r e  heavy u se r s  of 
t he se  s e rv i ce s .  FaniSy planning eff orzs  should a l s o  i sprove  fgyp r i an  
f e y  e m i r o m e n t s  aad ?erni: note  freedom f3r w n e n  t o  Tursue out-  
s i d e  a c t = v i t i e s .  



h u r o v a e n t  of t h e  Home and t h e  Environment 

While Egypt has  i n  t h e  p a s t  devoted s u b s t a n t i a l  p u b l i c  f u n d s  t o  hous ing  
programs, t h e  r e s u l t s  have been i n a d e q u a t e  in terms or' q u a l i t y  and 
q u a n t i t y .  Fol lowing a p o l i c y  d i a l o g u e  o v e r  t h e  p a s t  y e a r ,  t h e  Egyp t i an  
G o v e r m e n t  is =king  changes bo th  i n  p o l i c y  and l e g i s l a t i o n  t h a t  shou ld  
a s s u r e  a  b e t t e r  s t o c k  o f  more a p p r o p r i a t e  hous ing  f o r  t h e  p o o r e r  e l e -  
ments  of  t h e  popu la t ion .  A . I .D .  i s  p a r t i c i p a t i n g 4 ' i n  t h a t  e f f o r t  i n  
p l ann ing  f o r  a  n a j o r  low-cost c o r e  hous ing  p r o j e c t  t h a t  c o n t e m p l a t ~ s  
p r o v i d i n g  12 ,000 f a m i l i e s  w i t h  homes and through comrrmnity upgradirig 
programs t o  improve t h e  neighborhoods and f a c i l i t i e s  i n  f o u r  poor 
neighborhoods around Ca i ro  a f f e c t i n g  25,000 f a m i l i e s .  S i m i l a r  e f f o r t s  
w i l l  be  extended i n  f u t u r e  f i s c a l  y e a r s  t o  o t h e r  c i t i e s  i n  Upper Egypt, 
a s  w e l l  as  in a r e h a b i l i t a t i o n  e f f o r t  i n  t h e  c o r e  of  o l d  C a i r o .  

I n  u rban  areas, b a s i c  p u b l i c  f a c i l i t i e s  have  d e t e r i o r a t e d  d r a m a t i c a l l y .  
Burgeoning p o p u l a t i o n s  have  o u t s t r i g p e d  wa te r ,  seraage, e l e c t r i c a l  and 
comnunicat ions f a c i l i t i e s ,  and e x i s t i n g  ones  f u n c t i o n  i n e f  f e c t f v e l y  . 
To a d d r e s s  water and seLage needs,  A. I .D .  ;rill p r o v i d e  c a p i t a l  f i nan -  
c i n g  f o r  b a s i c  f a c i l i t i e s  such a s  f i l t r a t i o n  ? l a n t s ,  p i p e l i n e s ,  
punping equipment and t h e  l i k e .  Each p r o j e c t  is be ing  des igned  t o  
h e l p  s e r v i c e  lower income l e v e l  neighborhoods t h a t  a r e  t h e  l e a s t  w e l l -  
s e r v e d  c u r r e n t l y .  Thus, a major  element  i n  t h e  Alexandr i a  Sewage 
p r o j e c t  is t o  p r o v i d e  sewage s e n i c e s  i n  a  neighborhood of  100,000 
poor E g n t i a n s  where no such  f a c i l i t i e s  e x i s t  and whera t h e  s t r e e t s  
are o f t e n  awash ia f lowing  was te  wa te r .  X l a r g e  p a r t  or' t k e  Ca i ro  
w a t e r  p r o j e c t  is t o  p r o v i d e  house  connec t ions  t o  40,000 homes i n  a n  
area of Ca i ro  se rved  today o n i y  by p u b l i c  w a t e r  f o u n t a i n s .  I n  a  re-  
l a t e d  a c t i v i t y ,  t h e  536 run-down and u n s a n i t a r y  p u b l i c  ka ter -  f o u n t a i n s  
t.bt now e x i s t  i n  t h e  Ca i ro  a r e a  a r e  t o  b e  r e b u i l t  and modernized.  
Reviews a r e  p roceed ing  o n  wa te r  and serdage needs  of  t h e  c a r 2 1  c i t i e s ,  
and similar programs a r e  a n t i c i p a t e d  i n  Suez, Ismailia and P o r t  Sa id  
i n  ET 1978 and subsequen t  y e a r s .  

The a v a i l a b i l i t y  o f  e l e c t r i c i t y  is i n c r e a s i n g l y  i m p o r t a n t  b o t h  i n  
u rban  and rural a r e a s .  Smal l  u rban  c e n t e r s  i n  t h e  mids t  of rural 
a r e a s  have. i n p o r t a n t  p o t e n t b l  r o l e s  as p o l e s  f o r  development i n  
s e r v i n g  rural commuait ies  and deve lop ing  a g r i c d t u r a l l y  based in -  
d u s t r i e s .  But, t h e s e  development e f f o r t s  c a n  proceed  o n l y  i f  a d e q u a t e  
power is a v a i l a b l e .  

L i i l e  Egypt h a s  made s t r o n g  e f f o r t s  i n  t h e  p a s t  t o  b r i n g  e l e c t r i c i t y  
t o  v i l l a g e s  - where i t  p l a y s  a key r o l e  i n  e d u c a t i o n ,  i n  s u p p o r t i n g  
snall indus t -  a d  a g r i c u l t u r a l  p r o d u c t i o n  and t h e  l i k e  - many 
Egyp t i an  v i l l a g e s  remain  wi thou t  e l e c t r i c i t y .  A. I . D .  ' s  urban  e l e c -  
t r i c i t y  d i s t r i b u t i o n  p r o j e c t ,  begun i n  FY 1977, is seelclzg t o  make 
s o r e  power a v a i l a b l e  i n  Ca i ro ,  Alexandr ia  and FJO s m l l e r  u r5an  a r e a s .  
A r e l a t e d  p r o j e c t  F 3  Z 1979 -dl1 b e g i n  p rov id ing  e l e c t r i c i t y  f o r  
rural a r e a s .  



Z m t ' s  Easic  Yetwork or' Soc i a l  S e ~ t c e s  

The Y l n i s t r y  of Soc i a i  A f f a i r s  provides  c h i l d  c a r e  c e n t e r s ,  income 
nainrenance p rog ram,  coummity development a s s o c i a t i o m ,  trakdtg 
f o r  school  dropouts ,  acd family  and c h i l d  development a c t i v i t i e s .  
A . 1 . 3 . ' ~  S o c i a l  .<fairs Trafcing p r o j e c t  is wrkAztg t o  'hprove t he  
c a i s i n g  of s o c i a l  we l f a r e  o f f i c i a l s  and thereby t h e i r  a b i l i t i e s  t o  
d e l i v e r  s e r p i c e s  t o  t h e  E g y p t i a r ,  poor. Improved governmental capa- 
b i l i z y  t o  provide resources  t o  l o c a l  development and we l f a r e  o r g a d z a -  
t i o n s  should have a significant impact on t he  v e l f a r e  a f  Egypt 's  most 

m disadvantaged c i t i z e a s .  The concept of l o c a l  support  f o r  c h a r i t a b l e  
o rgan i za t i ons  and comaunity iaprovement o rgan iza t ions  is deeply f e l t  
F;r Emt a ~ d  is perceived ts a s o c M  duty .  With FEproved g o v e x e n c  
a b i l i z y  t o  train c m m n i t y  l e a d e r s  a d  t o  provide more suificienc re- 
sources  f o r  those  l o c a l  o rgan iza t ions ,  a s i g n i f i c a n t  i s p r o v e ~ e n t  i n  
t h e  q u a l i t y  of U f e  of many of ~ s g p t ' s  poor caa  be achfeved. 

S . i . 2 . ' ~  f i r s t  e f f o r t  k t h e  hea l th j famf ly  planning a r ea  has been 
through a progran t o  improve f i e  zianagement, t r a i n i n g ,  com~un lca t i ons  
a d  t r a n s p o r t  couponeztts of t h e  r u r a l  n e a l t h  system so  tkt i t  c r n  
provide g r e a t e r  outzeach s e m i c e s .  A sinilar e f f o r t  t o  r e -o r i en t  
urban h e a l t h  s e m i c e s  towards b a s k  outreach s e r v i c e s  r a t h e r  than 
on c u r a t i v e  programs is being undertaken in FY 1978. Both of e e s e  
a c t i v i t i e s ,  whi le  pr-ruy ar...'-ng a t  h e a l t h  s e m i c e s ,  k i l l  have a 
d p a x l c  i npac t  on t h e  d e l i v e r y  of family  pla- s e m i c e s .  E a r l i e r  
p i l o t  e f f o r t s  i r r  b r h g i n g  about  g r e a t e r  awareaess of populat ion and 
fami ly  p l a a d n g  u a t t e r s  a r e  being m a r d e b  i n  FY 1978 i n t o  a p r o v h c e -  
v i d e  demns t za t i oc .  aecause tbe Y ! s t r y  of Heal th  is assuming opera- 
t i o n a l  program r e s p o n s i b i l i t y  f o r  fami ly  planning a c t i v i t i e s ,  w e  
q e c t  t h e  r e s u l t s  of =Sat d m o n s t r a t i o n  t o  be w e n  more broadly 
app l ied  by g o v e r n e n t  13 subsequent years  in concer t  v i t h  a coordinated 
World 3ank supparted program. 

T5e I c s t i t u f e  of Medicine of t h e  Nat ional  Academy of Sciences is now 
-king s broader h e a l t h  s e c t o r  s tudy  t h a t  w i l l  examine t he  i n t e r -  
r e l a t i o n s h i p  of hea l t h ,  n u t r i t i o n  and family planning. We hope 
e a t  th i s  snrdy, to  be completed i n  nid-1978, w i l l  FdentFfy t h e  
veaker eleztents of t k e  h e a l t h  system a d  suggest  p r i o r i t y  a r e a s  f o r  
t h e  concen t ra t ion  of our  a s s i s t ance .  This  s tudy,  combined wi th  t h e  
exper ience we hope t o  ga in  from t h e  r u r a l  and urban h e a l t h  p r o j e c t s ,  
should l ead  t o  even no re  i n t e n s e  and e x p l i c i t  h e a l t h  and popula t ion  
program b 1979 and fo l l o tdag  years .  

Decen t r a l i z a t i on  and Pooular P a r t i c i n a t i o n  

Recent Egyptian l e g i s l a t i o n  has g r e a t l y  s:rengthesed t h e  r o l e  of 
popular ly  e l e c t ed  V i l l age  Councils i n  dec i s ions  on t h e  use of 
Gaverimeat rzverue,  both l o c a l l y  generated arxi provided by t h e  



c e n t r a l  government. Previously, cen t r a l  a u t h o r i t i e s  exercised t o t a l  
cont ro l  over the use of government resources a t  the l o c a l  leve l .  The 
recent ly  expanded r o l e  of Vil lage Councils trill ? lace  grea ter  responsi- 
b i l l t y  f o r  decis ions on the  Councils themselves for  d a t e d n a t i o n  of 
p r i o r i t i e s  f o r  a c t i v i t i e s  to  Fmprove v i l l a g e  l i f a .  

A.I .D.  is supporting a  pro jec t  to e s t ab l i sh  an Economic Development 
Fund t!!ough which loans can be made to Village Councils f o r  nocey- 
making pro jec ts .  me ~ r o f i t s  from successful  revenue generating 
a c t i v i t i e s  trill be ava i lab le  f o r  general v i l l a g e  improvements a s  
deternined by the  Village Cou:~cils. This loan fund d-11 support 
v i l l a g e  e f f o r t s  i n  s t a r t i n g  ag r i cu l tu ra l  a c t i v i t i e s  such a s  food 
processing, beekeeping, t r a c t o r  operations a d  the  l i k e .  Coumunity 
t ranspor ta t ion  needs trill be supported. Establishment of cew aa rka t s  
and new small i ndus t r i e s  vFll r a s u l t  from -roved income earning 
opportuni t ies  i n  the r u r a l  areas.  

A. I .D .  a l so  is exploring other means, including possible  use of 
PL 480 T i t l e  I11 author i ty ,  to provide funds to 5e used by Vi l lage  
Councils f o r  basic  in f r a s t ruc tu re  izprovenents such a s  v i l l a g e  
water, s a n i t a t i o n  and road hprovements. It is expecred t h a t  the 
r u r a l  e l e c t r i f i c a t i o n  pro jec t  trill be organized i n  a  mnner  t k a t  
c l ea r ly  involves Vil lage Council neabership i n  appropriate  dscision- 
making. Each o f .  these a c t i v i t i e s  is intended to give grea ter  scope 
to the decent ra l iza t ion  of decision-making tha t  is cow Egyptian 
yol icy and to begin r e v i t a l i z a t i o n  of r u r a l  l i f e  i n  Egypt. 

In  ag r i cu l tu re ,  cooperatives have s e r ~ e d  i n  the past  more a s  ins t ru-  
nents  f o r  government to impose decis ions on indiviCual f a m e r s  than 
a s  an open and f r e e  spstan. Change is underway i n  Egyptian pol icy  
with respect  to cooperatFves, and the prospect is tha t  the system 
can be opened up to become a  much more par t ic ipa tory  and responsive 
one. m i l e  the outcome of Egypt's review of cooperatives pa l icy  is 
not ye t  f u l l y  c l e a r ,  A . I . D .  be l in tes  tAhat the t h e  has come to begin 
some U a i t e d  e f f o r t s  a t  supporting new cooperative approaches, es- 
pec ia l ly  if Egyptian policy continues to  move i n  the r i g h t  d i r ec t ion .  



Vi. IbTEXMTIONAL DONOR C O M X X I T Y  

Egypt r e c e i v e s  a s s i s t a n c e  from 21 c o u n t r i e s  and i n s t i t u t i o n s .  A Consulta- 
t i v e  Group i m o l v i n g  t h e  Government of Egypt and almost a l l  f o r e i s  donors 
was e s t a b l i s h e d  under IBRD ausp ices  i n  1977. One meeting was held i n  
Hap 1977, and t h e  second wi l l  be  he ld  i n  t h e  s p r i n g  of 1978. 

T o t a l  aid from 1974 t o  2977 comes t o  over $12 b i l l i o n .  The most s i g n i f i -  
can t  source  of a i d  was t h e  P e r s i a n  Gulf s t z t e s :  Saudi Arabia, Kuwait, 
United Arab Emirates, and Q a t a r .  From 1974 t o  1977, t h e s e  Arab c o u n t r i e s  
provided $7.2 b i l l i o n  i n  f o r e i g n  exchange f inanc ing  ( g r a n t s ,  bank d e p o s i t s ,  
loans ,  and l o a n  guaran tees ) .  Over t h e  same per iod ,  a l l  o t h e r  donors com- 
mi t t ed  $5.0 b i l l i o n  i n  medium- and long-term loans  and g r a n t s .  Of t h e  
l a t t e r  t o t a l ,  U.S. c o d t m e n t s  were $2.3 b i l l i o n  and IBRD/IDA/ECF c o d t -  
ments were $1.0 b i l l i o n .  

k a b  a s s i s t a n c e  i n  t h e  p a s t  few y e a r s  has  been g iven  overwhelmingly f o r  
balance of paymgnts suppor t  r a t h e r  than p r o j e c t  development. This  assist- 
ance has  beer  of u m o s t  m o r t a n c e  in f inanc ing  Egypt 's  comnodity f q o r t s  
a s  w e l l  a s  i sp rov ing  t h e  s t r u c t u r e  of t h e  f o r e i g n  deb t .  U.S. f i n a n c i a l  
suppor t  has been more evenly d iv ided  bemeen  import f inanc ing  (PL 480 
T i t l e  I and t h e  Commodity Lnport Program) and c a p i t a l  p r o j e c t  f inanc ing .  
The bulk  of o t h e r  donor f i n a n c i a g  has  been f o r  c a p i t a l  p r o j e c t s ,  a l though 
t h e  IXD, Gemany, and Japan have provided modest amounts of balance of 
payments f inanc ing  a l s o .  

Because of t h e  U.S. i n r e r e s t  i n  Egypt ' s  longer  term development and be- 
cause  of i t s  r e l a t i v e l y  s t r o n g e r  c a p a b i l i t i e s  i n  p r o j e c t  development and 
implementation, t h e  U.S. has  sought t o  d i r e c t  a s u b s t a n t i a l  p o r t i o n  of 
i t s  a s s i s t a n c e  tcward p r o j e c t s  c o n t r i b u t i n g  d l r e c c l y  t o  Egypt 's  most 
s i g n i f i c a n t  development needs. At t h e  same t ime, i t  is c l e a r  t h a t  ~ g y p t  's 
short-term needs d i c t a t e  t h a t  t h e  major p o r t i o n  of o v e r a l l  donor support  
con t inue  t o  be  i n  t h e  form of r e l a t i v e l y  quick-acting balance of payme.zlts 
f inanc ing .  For this reason  i t  i s  l i k e l y  t h a t  t h e  Arab donors w i l l  con- 
t i n u e  t o  p rov ide  most of t h e i r  a s s i s t a n c e  a s  balance of payments f inan-  
c i w ,  whi le  a t  t h e  sane time b u i l d i n g  a s u b s t a n t i a l  p r o j e c t  p a r t f o l i o .  

I n  t h e  p r e p a r a t i o n  of t h e  1978-82 development p lan,  t h e  Egyptian Govern- 
ment has  t aken  t h e  f i r s t  s t e p s  i n  a s s e s s i n g  i t s  development problems, 
a r t i k u l a t i n g  i t s  social/economic g o a l s  and o u t l i n i n g ,  i n  g e n e r a l  t e r n s ,  
t h e  developmental p a t h  t h a t  i t  wants t o  follow. A t  its 1978 meeting, 
t h e  Consu l ta t ive  Group will  review t h e  s p e c i f i c  a c t i o n s  t o  be taken by 
t h e  Egyptian Government and t h e  donors t o  a s s u r e  o p t i n a l  develoument . 
Perhaps t h e  g r e a t e s t  cha l l enge  f o r  t h e  per iod ahead w i l l  be t h e  d e t e r -  
minat ion of p r i o r i t i e s  i n  f a c e  of f i r rancia1 and iaplementat ion c o n s t r a i n t s .  



Careful considerat ion needs to be givea by Egypt to  revised budgetary 
cont ro l  programs necessary to assure  imulenentation of only those 
p ro j ec t s  t h a t  a r e  de temined  to be of high p r i o r i t y .  This takes on 
added importance i n  view of the very op t imi s t i c  a s s u q t i o n  on the  
short-cerz r a t e  of growch contained i n  t he  Egyptian plan. 



VII. - OF PROPOSALS FOB FY 1979 

b c m t  E m t h n  f i r i a t i v e s  t o  r e s o l v e  t h e  d r a b - I s r a e l i  conflict 
b v e  a sfgntffcant long- rm poterr:M f o r  a r ' f e c t b g  t h e  s i z e  and 
c a n t m t  a f  t h e  U.S. assisttrce prograiz. Yare r a l i i  u n v e f l a t  
tovard peace should hzve an enomous ly  b -e f lc ia l  e f f a c t  on Egypt 's  
economic development. There would be a sh i f t  in p r i o r i z i e s ,  a v e r  
t h e ,  from U:a.z,-y txpecdi t u r e s  t o  e c o n o d c  developnerit . Especia l -  
l y  k q o r E a t  would be a more p o s i t f v e  er!-omex f o r  r a p i d l y  
expading cowmercial and fnves r sen t  flows, as &e p r i v a t e  s e c t o r  
becones more c3pfi.d-t a d  F a c e s  l e s s  P 5 k s  Fn e g  its kvest=lent 
dec i s ions .  Bowever, ve see -& as a grrdual process  r a t k e r  tfiar? a 
suddea h g e .  Ar b e s t  i r  &a t a k e  a number of y e a r s  f c r  t h e  
e f f e c t s  t o  5e measurable Fn e c o n o d c  t e , ~ .  

W i t h  an e a r l y  r e s o l r r t b n  ar' t5e a r a  d i f f e r a c e s ,  E m t ' s  e c o n c d c  
proqec:s Fc t h e  l c n g e r  t e z  r a u l d  e?pear t o  be very good. I: is 
a l s c  + a c r e a s + ~ g l y  d e a r ,  howwar, t h a t  in t h e  4 m e d i a t e  f c t ; u e  S m t ' s  
needs -& b e  suas:ancial, *lu&g c c n = i a u a t i c a  of s c 5 s t a z - 5 d  
ecoconi: a s s i s t a x e  frrrm t h e  D.S. f o r  s e v s r d l  y e a r s  ahead. O~LI ;ro- 
g ra  '3 focrrsed on h e l p h g  E m t  is t s s  t r z - c i t i o z a l  ?er',od. We 
seek t o  help Egypt rzach a 3 0 b t  .where i: vlll be a51e t o  a t a h  a 
s tzung  c o n t h u i a g  developnent e r ' f o r t  ~ L t h  o u t s i d e  a s s i s t a a c e .  
We hope tbis can be achieved as quick ly  zs p c s s i j l e  k tke c o b g  
decade. 

lSe composit ion at' 1977-79 ? x g r a s ,  by ca tegory  a f  a i d ,  is as 
r 'ouavs :  

A D  CAEGQSES EP 1977 FP 1973 r T  1979 
bcrud l  Est-ted Prooosed 

bpi-Lal Ass i s tance  215 396 413 

T e c h i c a l  Ass i s tance  

T o t a l  A.I .D.  700 750 750 

T o t a l  480 210 - 185 - 207 - 
T o t d  U.S. E c o n c d c  hssis:toce 910 935 95 7 



It map a lso  b e  u s e * !  t o  l o o k  a t  t h e  proposed R 1979 Frog=- b 
t e n  o f  areas o f  d a t e r e s t  d e s c r i b e d  b th is  regor ; .  X r cuqh  
a p p r o x i 3 a t i o n  o f  such a f u a c - A o d  brtakdowa s haws : 

n I979 3 0 P C ) r n  PIIOrnGS 
(k U i o u z  05 d o l l a r s ,  e s t i n a t e d )  

Eqarz3 f o r  C ~ a s u q t f o n  287 

Public and Ylxed-Oucrership M u s t r f  
& Imports f o r  P r o d u c t i o n  U5 

P r i v a t e  S e c r a r  88* 

l l e t a s  o f  o u r  ? 1 m d  1979 p r o j e c : ~  a r e  i=: t h e  ac t i . rLt7  data , s h e e t s  
Irr b e  FI 1970 C c n g r e s s b ~ l  P r e s e a t a t i c a  f o r  E - m t ,  w ' d &  shou ld  b e  c=n- 
s i d e r e d  ?art 0;' thfs r q o t t .  Sowever; eke s i t u t i c n  b E m t  k s u b j e c t  
t3 r a ~ i d  rk l rge .  i t  ia esser=-lal  that we b e  a b l e  t o  respond t o  
that say occxr .  We i s t e n d  :a f o l l o w  a f l d l e  zuoroacb b o u r  ?ragrazz, ad- 
just+aq it as rreeded t o  r e s p m d  t o  E 6 ~ t 1 s  mast essatial ri?quLze=sts. 

The Task Force  uas a lso  as'ked to z d e  f i e l d  p e r s o m e 1  requize3- ts  
a s s a c f a t &  ? . = 5  t h e  p r o g z b ,  p a r = i t - d a r l y  on t5e U d  o f  i a c r s s e d  star';' 
r e q u i r e d  f o r  e-azded p r o j e c t s  t o  assisc t h e  p r i v a t s  s e c t o r  and agri,c-A- 
a r e .  ' t ~ e  Task Porco, recoc=lerrds tht I . I . D .  - a ? o w e r  ==sources  f o r  Tl 
1979 b e  a l l o c a t ~ d  t o  g i v e  ibe X.I.D. ?!Asion .i;l Cafzo an a d d i = i m a l  10 
direct-hire ? o s i t i o n s ,  r e s u l t i z g  h a t o t l l  of  90 such  p o s i t i o n s .  ?5e 
b u l k  o f  t h e  bcrease *XU b e  f o r  p r i v a t e  s e c t o r  a c t i v f t i a s .  -4.Z.D. 
a t i c i p a t a  t.hf a n o t h e r  35 XnerLczcs, m d e r  cs=x=act  o r  on Loan f=am 
o&er  U. S. G a v e z z e n t  a g e n c i e s  (?.UX1 s) ?Jill b e  - . r r c i n g  on  agr5c*dtu=al 
p ro  j e c t s  . 
The Task Porce  aLso reviewed p o s s i 5 1 e  l c g f s l a r i v e  c o n s t r a k t s  on t h e  
A. I .D .  program 13 E m t  vtr ich might  t ~ d r r l y  s low doku C a d  abLiga t f c r - s  

*Ladudes $25 -=ion i;l C I 1 .  I:: addf t l i~n, A. I .D . is sed-3 
aufkor i -  =o util'..e, f o r  p r i v a t s  sect3r a c = i v ' , ~ i e s ,  50 -":lac 
Zgyptiidn pounds Zzcn excess c t l z 2 n c 7  at-aiLabil i : iss .  



and e x p e n d i t u r ~ .  Xmong t h e  p r o v i s i o n s  o f  t h e  Fo rg ign  A s s i s t a n c e  Act 
revFeved were  t h o s e  d e a l i n g  v i t h  l o c a l  c o s t  fahanci r rg ,  C o n g r e s s i o n a l  
n o t i f i c a t i o n s ,  s o u r c e l o r i g i s  r e q u i r e c l e n t s ,  c o m i n g l i n g ,  and t e c b s i c d t  
and f fnancid p l a n n i n g .  

P a r t i c u l a r  a t t e n t i o n  was p a i d  t o  t h e  r e q u i r m e n t s  o f  S e c t i o n  6U of  
t h e  F o r e i p  A s s i s t a n c e  Act f o r  a d e q u a t e  t e c h n i c a l  and f i m c i a l  p l an -  
3 b g ,  f i z z  c a s t  e s t - h a t e s ,  c o m p e t i t i v e  h i d d b g  p r o c e d u r e s ,  and A.1.D . 
c e t t i f l c a t i o n  ( f o r  c a p i t a l  a s s i s t a n c e  p r o j e c t s  o v e r  $1 m i l l i o c )  that 
t h e  h o s t  c o l m t r y  h a s  t h e  f i n a n c i a l  and human r e s o u r c e  c a p a b i l i t y  t o  
maintain and u t i l i z e  t h e  p r o j e c t .  

In s-ry, t h e  Task F o r c e  a c c e p t s  A.I .D. 's  j u d g e n t  that t h e  S e c t i o n  
611  r e q u i r e n e a t s  a r e  n e c e s s a r y  t o  p r u d e n t  p r o j e c t  management. F u r t h e r -  
sore, a t t w t s  t o  s h o r t c u t  t h e  c o n t r a c t i n g  p r o c e d u e s  can f r e q u e n t l y  
result F3 s u b s t a ~ ~ t i a l  d e l a y  irr p r o j e c t  L z L m a t a t i o n .  Any n e g l e c t  LI 
f a c k g  up :o i np l emen ta t io r .  i s s u e s  i d e r t i r ' i e d  in f e a s i b c i t y  s t u d i e s  
WUI make t h e i r  s o l u t i o n  a t  a  la ter  d a t e  s o r e  d i f f i c u l t .  A.I.D. stresses 
t h e  ' g o h a n c e  o f  g i v i n g  aL1 p o t e n t i a l  c o n t r a c t o r s  and s u p p l i e r s  appro- 
p r b t e  access t o  t h e  b u s i n e s s  g e l c r a t e d  i r o s  A . I . D .  f k u n c i i i g .  

Tor  t h e s e  r e a s o n s  t h e  Task F o r c e  e n d o r s e s  A .  1.3. 's d e c i s i o n  n o t  t o  
s e e k  any L e g i s l a t i v e  m d i f i c a t i o n s  f o r  t h e  Zgypt p r c g r a n  a t  t ~ s  t - h e  
izi t h e s e  a r e a s .  
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