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Introduction

The Impact of Nevelopment Assistance on Faypt

by Earl L. Sullivan

[

The pace of change in contemporary Fgypt has accelerated to the point
where it has become increasingly difficult to assess the direction of change,
fver the last few decades, urhanization. industrialization, and population
growth have all increased, as has the gross domestic product., the rate of
economic growth, and the levels of foreign aid. With all this change, is the
country better off than it was? Is the government better ahle to set and
achieve objectives? How are the various groups which comhine to make up
Fgyptian society faring these days? Are women hetter off than they were a
decade or two ago? How has economic and social change affected 1ife in rural
Egypt? What impact has Eqypt's foreign policy had on the life of the country's
citizens? What has been the impact on Fgypt of the large number of development
assistance programs which have operated in that country in recent years?

These questions and the topic areas they imply. are related hecause of the
linkage between Egypt's foreign policy and domestic affairs. For quite some
time, Egypt's leaders have perceived the need for their country to gain more
than it loses from its contacts with the outside world, and her history is full
of examples of foreign activity in Fgypt viewed by patriots as contrary to the
national interest. 0On the other hand, Eqypt has been eager to learn from other
countries, particularly those perceived to be the most scientifically or
industrially advanced. Thus, a dualist attitude toward foreign things and ideas
has prevailed. One illustration of this is the case of President Gamal Ahdel
Nasser. A fervent nationlist, he expelled the Rritish and moved to Egyptianize
all aspects of society, including education, art and industry. At the same
time, his government also sent many young Fgyptians to leading universities in
industrialized countries, both East and West, to earn advanced degrees, return
home, and put their new foreign learning to use. Nasser also sought and
received foreign aid from many sources. including the linited States, the World
Bank, and the Soviet Union. His successors, Anwar Al-Sadat and Husni Mubarak.
have continued along much the same path. Consequently. one of the most
conspicuous things about contemporary Fagypt is foreign involvement for good or
for ill, in the country's political, economic and sacial 1ife, Particularly
notable is the financial and administrative role of foreigners in the large
number of development programs which have proliferated since the early years of
the Sadat presidency.

Egypt has been and continues to he one of the major recipients of
development assistance in the third world, yet very little effort has heen made
to assess the overall impact of this aid on Fgypt. In an attempt to deal with
some of the issues related to this question. a symposium was held on Necember
10th and 11th, 1983 in Oriental Hall at the American llniversity in fairo. The
symposium was organized by CAIR0N PAPFRS IN SOCIAL SCIFNCF, with financial
support from the Cairo office of the Ford Foundation. Fgyptian government
ministers, officials from representative donors. and scholars experienced in
development were invited to make -formal presentations to the symposium. ONther
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Fgyptian life? Nirected or engineered changed is sufficiently controversial

when the source of change emanates from within the society to he altered. When
the ideas come from foreigners, no matter how friendly. that in itself is often

a source of controversy, adding to the tension.

Some of the following papers touch on all four of these themes, while
others focus on one or two. The symposium was not a political meeting, no votes
were taken, and there was no attempt to develop an official position. Fach
essay is policy oriented and, in addition to factual information, contains
suggestions for action. Authors include two who were Egyptian fovernment
Ministers at the time of the symposium, three representatives of donor

agencies, and six independent scholars.

It

In his oral remarks to the symposium, the Egyptian Minister of Investment
and International Economic Cooperation, Nr. Wagih Shindy, stressed the
financial and administrative concerns of the Egyptian government in dealing
with foreign aid. According to the Minister, by the end of 19R3, Fgypt received
aid from forty-one different donors. Not all of this has been in the form of
grants .or concessionary loans, and sometimes Fgypt has had to borrow at
commercial rates to finance some of its public programs. In the course of
borrowing, the country has accumulated approximately fourteen billion dollars
of foreign debt, according to Minister Shindy, Although the linited States is
the largest donor, other sources are important and Eqypt seeks henefaction from
numerous sources. Not all development funds go to the public sector. As made
clear by the Minister, investment in the private sector increased considerahly
since 1970, and in the current (1982-1986A) five-year plan, it is scheduled to
receive roughly twenty-four percent of- planned investment funds. He also stated
that, under his administration. the Ministry of Investment had become much more
efficient, and by the Fall of 1983 was ahle to act on investment proposals much
more rapidly than had been the case as recently as 1982,

Minister Shindy stated that Fgypt's development priorities call for
foreign aid to help finance large infrastructure projects (water, sewerage,
telephones, etc.) as well as projects designed to improve industrial or
agricultural productivity. All such projects must be in Fgypt's five-year plan.
Similar issues were raised by the Minister of the Fconomy, Nr. Mostafa Al-Said.
He listed the priorities of Egyptian economic policy in 1983 as: 1) improving
agricultural and industrial productivity: 2) reducing the balance of payments
deficit: and 3) reducing the deficit in the budget. We questioned whether
American aid to finance imports, especially wheat, was in Egypt's interest, as
such aid reduced incentives for Egyptian producers. As far as development
projects were concerned, Mostafa Al- Said felt that, if they were designed to
help export-oriented sectors of the economy. they would be in Fgypt's interest
because they would increase productivity as well as help reduce the halance of
payments deficit. In his remarks. he implied that American aid was not designed
to help such industries, due to American reluctance to support public sector
enterprises. .

Acknowledging tension between Egypt and the linited States regarding
development assistance, Minister Said suggested that the best way to improve
I.S./Eqyptian relations would be for the 1.S. to grant a significant portion of

its aid to Egypt in cash rather than for specific projects. As he statpﬁ."‘This
is done for Israel. Why shouldn't it be done for Egypt?" In absence of this. he
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Foundation could hardly be viewed by rational people as a serious threat to
Egypt. USAIN, on the other hand, is huge, with a Cairo office of one hupdrgd
nineteen professionals and an annual budget for grants and loans of one billion
.5, dollars. Furthermore, it is a hranch of the government of a superpower
with which Egypt has been on good terms for little more than ten years. Aware
of the sensitivities involved, Mr. Michael Stone, the Pirector of USAID in
Egypt, addressed the symposium at length, Nnly a few of his most important
remarks will be mentioned here. In addition to answering questions ang
clarifying issues, he spent most of his time dealing with what he regarded as
USAID's most important successes and failures. Mr. Stone pointed out that USALD
provides Egypt with substantial grants and also makes loans on a concessional
basis. All grants and loans from IISAID are the result of a specific request
from the Egyptian government. In addition to enabling Egypt to purchase
American commaodities, especially grain, the USAID program in Egypt provides the
government with some technical assistance. The most widely discussed aspect of
the AID program, however, has been the large number of sizahle capital projects
financed wholly or partly by the Agency for International Nevelopment.
Particularly notable in Mr. Stone's opinion was a recently completed edible o1l
storage system which will save Fgypt many millions of dollars annually. He also
pointed out that USAID program in electrification will soon he responsible far
producing more electric power for Egypt than the Russian financed High Nam at
Aswan. Furthermore, the U.S. has contrihyted major amounts of money to augment
cement’ production, to modernize the textile industry., and to improve Egypt's
outmoded, worn out, or inadequate sewerage and water treatment facilities.
Nisagreeing with the position taken by Minister Said, the Nirector of USAIN
felt that project aid rather than cash transfers would do more goond for Fgypt
because it would ensure that the funds would he spent on development projects
rather than to finance imports for immediate consumption.

Mr. Stone acknowledged that the aid program in Fgypt has not always
achieved its objectives and that some projects have failed to one degree or
another. For example, he cited a project to provide pump stations to improve
water usage. This project has not worked. so far, because the government of
Egypt has not completed its part of the bargain: the American pumps are ready,
the Egyptian pump stations are not. In general, he implied that not all of
AID's problems were of AIN's making and that, eventually, even long-stallea
projects, like the Suez Cement Company or the pump station project mentioned
above, would work out to the benefit of Egypt.

. American aid to Egypt, as Mr. Stone pointed out, is politically motivated.
The United States wants above all to help stabilize and strengthen Egypt so
that it can continue to pursue a peace oriented foreign policy and be a strong
and reliable friend to its allies. In this sense, development, which is by
definition a long term activity, may be less important than a short ternm
prespective which concentrates on solving immediate problems. Yet, as Mr. Stone
also made clear, USAIN is concerned with long term economic develnpment and
with efforts to help the poorest of the poor. [t may be that one major source
{of ISAIN's problems Ties in the fact that it must follow hoth a geopolitical
agenda and a development agenda. These two agendas sometimes push the
organization in different directions. Many participants in the symposium felt
that AID would be more effective if it concentrated on development and left
short term geopolitical considerations to others. As will he seen, some of the
papers presented by academics tended to suppport similar conclusions.

In addition to two Eqyptian government officials and representatives of
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making wise decisions about efforts to achieve such change. Nicholas Hopkins
says that good social science research, no matter who does it, will halg Maxe
better development programs if the results of the research are utilizeqg.
Cynthia Melson argues that researchers themselves must hecome involwed in tha
daily lifa of the people. Nr, Mohammad Selim, a Political Scientist at Cairo
University, approaches the prohlem of research from a different perspective,
His paper discusses the record of joint Egyptian/American research, and
suggests that if any real progress is to be made, Americans must learn to work
with and learn from FEgyptian co-researchers and co-workers.

Knowledge and actfon are linked, hound in a continuous loop, in which
knowledge based upon experience must be revised in order to accomodate new
knowledge from additional experience. The papers hy Hopkins, Melson, and Selin
all imply that if foreigners must learn to learn from Egyptians, the political
and economic relationship between them must be transformed to routinize such a
role. Professor Selim's paper adds an important point: one of the biggest
problems associated with joint research has been a tendency to reinfarce the
power of existing Egyptian academic elite, thus limiting the possibility that
new perspectives on development could be articulated or put into practice.
Mohammad Selim's observations are based on his assessment of the record of the
joint research efforts of fairo University and the Massachusetts Institute of
Technology between 1977 and 1982, He discusses the activities of the CU/MIT
program as well as the political debate stimulated in Fgypt by it and ather
foreign funded research. foncluding that the record of such research is mixed
as far as its impact on Fgypt is concerned, Selim feels that the CI/MIT progran
enabled important research to be done, and helped create useful links between
the Egyptian academic community and several FEgyptian ministries. Some
structural change was achieved but not enough. Although most of the funds have
come from USAIN, some emanated from ather sources, including the Government of
Egypt and some multilateral agencies. This had the effect, perhaps., of reducing
the potential of American dominance. Also, as Selim points out: “Pesearch has
been conducted within an institutional framework and Fgyptian scholars have the
upper hand in the choice of research projects.” A strong implication of Selin's
paper is that the success of the CU/MIT program has been greatest in areas
where American money has been spent implementing decisions made by Egyptian
academics and officials. Similar issues are raised by Cynthia Nelson, who
points out that a new and more egalitarian system is beginning to emerge in
Besaisa because the project did not simply deal with the existing elite.
Selim's paper shows that the CU/MIT project reinforced the existing academic
elite and made no attempt to create a new structure. He concedes, however, that
the project managers may have had no real alternative to working through that
elite. If they wished a joint research center to be established, they had to
secure the cooperation of the leading figures at Cairo lniversity.
Paradoxically, in this case, change could be achieved only by reinforcing an
existing hierarchy whose cooperation was necessary if anything was to he
achieved. Experience with development projects suggests this is often the case
and that the example of Besaisa is not the norm.

A high toleration for paradox may he one of many essential requirements
for understanding-or contributing to the development process. Nne paradox
central to development assistance pertains to effarts designed to help the
poorest of the poor. How can this be achieved if, as the papers cited above
imply, the aid giving process tends to reinforce conservative attitudes by
strengthening existing elites in the recipient country” It is possihle that
foreign aid which attempts to develop a society may end up ossifying it
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where they are needed. also remembered that Egypt lost most of its export
markets in the Arab countries on account of its

signing the Camp David Accord, it becomes painfully
clear that little effort has been exerted by its
neWw major ally -- the l.5. -- to support the
development in Eqypt of productive, export-oriented
activities which might help it redress the

advantage. Withoyt American aid J
crf_:d:h!e and the government of ng,?f"::u{ﬁ";“ to be non-aligned would be more structure of its imports and exports. Another
rororm the economy along the lines suggest de under more economic pressure to disturbing feature of this lopsided trade
Structure and invest to maximize ex n:!rtgg ‘re by Miller, e.g. reforn the price relationship is that Egyptian exporters are under
Paper, however, is his argument thaf Ts he most controversial aspect of his continuous pressure exerted through official U.S
zég-inaitl::;ren transfer of wealth wigrl: :nsss:f-lirozeititn t!?e form of “pure” aig, channels not to increase their sales in the U.S. of
is htely";:ﬁi;“f‘: har']m than good to the reclpgfent c::n:rl;v' ;E::hi gn aid, by such traditional competitive manufactures as cotton
becauvse Egypt and th‘: Tleniattefdcnship batween the two cnuntri'ni Fi g s
: States ar *s. For example, .
;:lt,.}:‘:' and political traditions, dfs:;'rﬂ.:;;ﬁgg";e't" terms of economic, What the United States has done to improve the productivity of Eqyptian
aSS].lredI s ii d program are inevitable. As Miller puts iTe?- Sham regarding industry was begun shortly after the USAIND program was resumed in 1975, Nothing
Egynt's ﬁsv e: USAID as overbearing and meddlesome, while . hfg-"'f"t will most has been done since 1980 to help Egypt in these areas, except to complete
N hact . € of aid as inefficient and miscredited, ‘i‘hi ®he WS """_” view already funded projects. In general, Professor Handoussa believes the linited
althy relationship. S does not contribute to States is more concerned with visibility and public relations than with
development. To her, the U.S. has a short term view rather than being
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The Perspective of the Foyptian Ministry of
Investment on Nevelopment Assistance Programs

by Wagih Shindy”

The Ministry of Investment and International fooperation was estahlished
on January the 3rd, 1982. It is a very recent Ministry, hut as is clear fron
its name, it has important responsibilities. The raison d'ptre of establishing
a specific Ministry was to give prominence to both factors: investment and

international cooperation.

In international economic cooperation, we are dealing with forty-one
different international regional, and bi-lateral sources. We are not dealing
with all these sources to get the maximum amount of money, because we are very
sensitive concerning our foreign debts, Nur total economic debts are 14 billion
Egyptian pounds. Therefore, there is no comparison whatscever with the debts of
other developing countries in the world: 95 billion U.S. dollars of debt far

, Brazil, 90 billion for Mexico, 50 billion for Venezuela, 40 billion for

Argentina, and even for some of the Fast European countries, the figures range
from 15 to 40 billion.

Mur requirements are planned well ahead. The five year plan for 1982-1987
requires a total amount of investment of 34 billion Egyptian pounds, hoth in
Egyptian pounds and foreign exchange. Out of the 34 billion, R.3 billion is for
the private sector, the largest amount given to the private sector since the
beginning of the 19505, In other words, it is about 24% of total investment,
while it was only 6% in the 1960s, IN% in the 197Ns and 17% in 198N, a few
years back. We, the Ministry of Investment, are responsible for the R.1
billion. If you take the R.3 billion aside, then the rest is about 25 billion,
about 35% or 40% of which must be in foreign exchange. Nf the fareign exchange
component, part will be financed out of the foreign exchange hudget, but &
substantial part will be financed through international economic cooperation.
Therefore, we have the task of getting A.1 hillion Egyptian pounds in foreign
exchange , which means almost 8 billion U.S. dollars, for five years, from the
41 sources. There is no doubt that the United States aid program to Fgypt is
the largest. It represents somewhere between 35% to 40% of the total aid

received by Egypt.

Our policy is clear. Since the economic conference earlier this year, the
President and the Prime Minister have spoken ahout the productive Npen Noor
Policy. The Productive Open Noor Policy means three important areas. First is
infrastructure, because without infrastructure -- electricity, water and
sewage, ports -- you cannot actually take any serious efforts to develop the
commodity sectors of the economy: agriculture and industry. For agriculture, we
are planning for a rate of growth of about 3.4% a year for the five years. In
industry, we are planning for a rate of 9.5 % a year for the five years. We
wish to use the investment for hoth sectors in order to expand the existing
productive facilities and establish new ones. So the areas are very clear,

infrastucture, agriculture, and industry,
* Se'ected form Minister Shindy's presentation at the Cairo Papers Symposium on
the Tmpact of Development Assistance on Fgypt, Decemhar 11, 10A3,
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