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Perspectives of the Egyptian Ministry of the
Economy on the Impact of American Aid on Egypt

by Mostafa Fl-Said*

If I try to optimize American aid to Egypt, I have first, to look at
Egyptian priorities. These I have to set first, and then examine whether
American aid to Egypt is consistent with those priorities or not. Always we
will find a gap. So, the next question is, how to close this gap. As Minister
of Economy, I would say that there are three basic priorities of the Egyptian
economy at this time. The first is to establish a structure of economic growth
where agriculture and industry play a more important rnle than they were doing
before. Second, I have to follow economic policies that will help me to
decrease the existing deficit in the balance of payments. Third, I have to
follow policies in order to decrease the existing deficit in the budget, and
with it, all the inflationary pressure which is existing in the economy. Those
are the three basic priorities adopted by the Egyptian government according to
the existing five year plan.

Is American aid in all its totality and all its details consistent with
those aims? I would say that it is partly consistent, partly inconsistent. At
least, the priorities of American aid are not completely consistent with
Egyptian priorities. If we examine the structure of the aid, we can see that it
is divided into two basic parts. Part is used to import the agricultural
commodities, and the other part is related to projects. Regarding the question
of importing agricultural commodities, one could say that it is required by the
Egyptian economy to import wheat and so on. Rut again, there is the question of
the impact of this on the ability of'Egypt to develop its agriculture and to
Increase productivity. Certainly all of us are aware of the economic literature
regarding the impact of importing basic foods or basic agricultural commodities
on productivity In the agricultural sector. All of us are aware of the negative
aspects of this. Whether or not the American aid is aiming at decreasing the
existing deficit in the balance of payments, one would like to see if the
projects selected are export-oriented, for example, or helping largelv in the
nature of import substitution. Again, a detailed examination Is required, fine
can see that there are chances to use projects in a way to select those which
are more consistent with reducing the deficit in the balance of payments, hv
concentrating on projects which are export-oriented. But I don't think that the
American aid in its allocation of resources is taking this point wholly Into
consideration. This is not in the mind of those who are allocating the aid. If
one examines the projects, for example, one may question whether aid is taking
Into consideration the aim of decreasing the existing deficit in the balance of
payments. One would even say that some of the projects put more pressure on the
balance of payments, particularly those which create new needs in the villages,
which may result in an increased propensity to import.

Regarding the deficit in the budget, one of the main reasons behind this
deficit is that at a time when the government is investing in the public
sector, the public sector is not responding by providing the budget with enough

* Selected from Minister Said's presentation at the Cairo Papers Symposium on
the impact of Development Assistance on Egypt, December 11, 198.1.
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The United Nations
Development Program in Egypt

by Luciano Cappelletti

Let me first of all give you an idea about what the UNDP is because
don't know whether all of you know about our organization. It is not the onlj
organization of the UN that cooperates with the government of Egypt In the arei
of economic development. There are many others and I think I will list them ii
order of importance, at least financial Importance.
- The World Bank, which is now back in strength in Egypt, and will end up wit*
a very large program very soon, we hope.
- UNICEF has a large program in Egypt.
- The World Food program.
- The Population Fund activities and many others with smaller programs.

The UNDP is the United Nations Development Program. It was set up in 1"«5
and took the place of other organizations which were there before. The purpose.
Is to provide a financial mechanism to mobilize resources , and to finance
programs of economic development in developing countries. The financing of the
organization is purely voluntary, which I think Is marvellous on the one hanc
and excruciating on the other, because we depend on the good will of donors.
If they feel like giving money they do: if they don't feel Hke it, they don't.
We are always living In some state of uncertainty year to year because
governments pledge once a year. In fact, they pledge at the beginning of
November and we never know how much they will pledge although reasonable
estimates can be made. We never know with certainty how much money will he
available rext year. In the last pledge that took place, about a month ago,
the total anount of money was about 700 million dollars for 19R4. it is hoped
that we may reach 750 million dollars, which looks very large in itself but of
course, if you divide it among 130 countries then it becomes much smaller. In
fact, the contributions the UNDP has been receiving throughout the years have
been increasing from year to year, but not as much as we had expected. At one
point there was the expectation that UNDP would get a 145 increase every year.
Of course, that was many, many years ago when the rate of inflation was much
higher, so a 14% increase would mean an increase of 3* in real terms. This has
not materialized. In the last few years the increase was rather more like 21,
3% or 4%, but mercifully the rate of Inflation has also calmed down.

The UNDP 1s a universal organization in the sense that It operates In all
countries that request its help. In fact, I think we are present 1n all
developing countries, which means about 130 programs and we have a
representation in most countries where we operate. A few regional offices
cover more *han one country: all in all we have about 105 offices in 105
countries. The mandate of the UNOP Is to help governments to develop
economically. UNDP resources are given to governments on a grant basis and we
are not invoked at all in capital assistance. We would like to, but the amount
of resources that we have preclude any sort of intervention in the field of
capital assistance, but only in what 1s called technical assistance or

* Selected from Mr. Cappelletti's presentation at the Cairo Papers Symposium on
the Impact of Development Assistance on Egypt, December 10, 19R3.
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