interested in the long term welfare of Egypt. As she puts it:

“If the United States has considered the substantial
aid it delivers to Egypt as a means to feed the
population and provide it with basic services and
thus maintain domestic stability as an end in
itself, then the basic issue of overcoming Egypt's
poverty and backwardness will not be addressed and
the recipient's economy will sink into the morass at
a compounding rate of dependence.”

fine of the most sensitive issues in
posed by the role of the public sector in Fgypt. Professor Handoussa states
that: "...the existence of public enterprises to the Egyptian economy...is much
a vital Egyptian interest as American multinationals are to the II.5.A.", This
is, therefore, not an issue upon which Fgypt is likely to compromise, yet the
linited States refuses to provide anything more than “trivial® aid to improve
the productive capacity of the public sector in Eqypt.

Egyptian-American relations is that

Professor Handoussa, unlike Mr. Miller, does not oppose aid in principle.
Her objection is to the way the USAID program has been handled in Fgypt, and
she supports her case with numerous examples drawn from the actual experience
of the Egyptian-American relationship. Hers, and the essays which preceeded it
in this volume, contain interesting and provocative ideas, Hopefully, readers
will be both stimulated and informed by them.

ek

The CAIRO PAPERS symposium on the Impact of Nevelopment Assistance on
Egypt could not have been held, and this volume could not have been published
without the cooperation and support of many people. The Cairo Nffice of the
Ford Foundation provided necessary financial support. Maha Najani saw to it
that people and things were 1in the right place at the right time. Iman Hamdy,
Amany E1 Khateeb and Taroub Ahdel Hadi took notes, transcribed tapes and, in
general, were useful and helpful in a number of ways. The AUC food services,
under the direction of Mrs. Soliman, did a splendid job of prowviding
participants in the symposium with sumptuous lunches as well as tasty snacks,
Mohammad Draz and his starf provided me with excellent technical support and
cooperation. The Editorial Roard of CAIRO PAPERS, as well as the Executive
Committee, approved the project and Gave me whatever support I requested. pr, |
Richard Pedersen, the President of AUC, and Dr, Moyer Hunsherger, the Nean of |
Faculties, were generous with their time and encouragement. Also, many people!
who attended the symposium but did not deliver papers or make presentations,
contributed to it by their comments and questions. My thanks go to all of them, |
and to those individuals and institutions mentioned above. Special gratitude
must be expressed, however, to the scholars and officials whose remarks are|
recorded in this issde of CAIR0 PAPFRS. It is not often that policy-makers and:
academics are able to meet and discuss issues such as this, especially if that |
discussion is open, candid and intended for publication. Optimistically, the
results of this symposium will encourage others to hold similar and even more
productive meetings in the near future. Even if this does not happen, the work

that went into producing this volume will he Justified by the fact that it is
the only politically

independent effort of its kind,
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The Perspective of the Fayptian Ministry of
Investrent on fevelopment Assistance Procrams

by Wagih Shindy”

The Ministry of Investment and International Cooperation was estahlished
on January the 3rd, 1982, It is a very recent Hini§try_ but as is ciea( f(nn
its name, it has important responsibilities. The raison d'etre pf estahlishing
a specific Ministry was to give prominence to both factors: investment and

international cooperation.

In international economic cooperation, we are dealing with rorty-gne
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 camparispn whatsoever with the debts of
other developing countries in the world: 95 billion U.S. dollars of debt for
Brazil, 90 billion for Mexico, 50 billion for Venezuela, 40 P}llion for
Argentina, and even for some of the Fast European countries, the figures range

from 15 to 40 billien.

fur requirements are planned well ahead. The five year plan for 1932-195?
requires a total amount of investment of 34 h11licn_Eggpt|an pounds, hoth in
Egyptian pounds and foreign exchange. Out of the 34 bwll}on, R.3 btllsqn is for
the private sector, the largest amount given to the private sector since the
beginning of the 1950s. In other words, it is about 24% of totpl investment,
while it was only 6% in the 19A0s, I1NT in the 197Ns and 1?; in 1980, a few
years back. We, the Ministry of [nvestment, are respgns1ble for ;he_ﬂ_3
billion. If you take the 8.3 billion aside, then the rest is about 25 billion,
about 35% or 40% of which must be in foreign exchange. Of the foreign exchange
component, part will be financed out of the Fureign exchange‘hudgﬂt, huF a
substantial part will be financed through 1nternatlonai<gconam1c cooperation.
Therefore, we have the task of getting £,3 hillion Egypt1aq 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 npgn Naoor
Policy. The Productive Open Noor Policy means three importan} areas. First is
fnfrastructure, because without infrastructure -- electricity, water and
sewage, ports -- you cannot actually take any serious efforts tOIdEvETDp the
commodity sectors of the economy: agriculture and industry. For agTT:uIture. 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 both sectors in order to expand the existing
productive facilities and estahlish new ones. So the areas are very clear,
infrastucture, agriculture, and industry.

* Salected form Minister Shindy's presentation at the fairo Papers Symposium on
the Tmpact of Nevelopment Assistance on Fgypt, Necemher 11, 19R3,
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class land, and fourth class land. Nur experts told us that a substantial part
of the land did change on its own from first and second class to third and
fourth. Therefore, there was a program especially to change the structure of
the land, especially the third and fourth grade to second and firse. This was
done with the World Bank. Another question was: are we going to continue just
cultivatinn traditional crops, e.g. cotton, rice, maize, barseem (clover)” 0r,
should we actually develop to the present pattern of production, which is agro-
industrial production? We opted for the second choice and several agro-
fndustrial projects were established in Egqypt. Some were financed from
international and regional sources, like the Muhariya project, and others by
joint ventures. The value added is substantially greater if you have an agro-
industrial project. Finally, we considered the impact of lahor costs on
agriculture, and the need for agricultural mechanization. We are in the process
of negotiation with different sources to finance increased agricultural
machanization. So rural areas were not neglected and urban areas were alsa not
neglected. As 2 matter of fact, there have been more than 100N million U.5S.

dollars spent on rural areas in Egypt.

The textile industry is one of the oldest in Fgypt, started back in 1820-
1850. A whole program of rehabilitation of the textile industry was establisheqg
with both the World Bank and the USAID funding. Four factories, Mahala el-
Kubra, Kafr el-NDawar, el-Beida and Helwan Spinning and Weaving have heen
rehabilitated and expanded. A second industry which is very important is
cement, an” four new cement factories were established in Egypt using fareign
aid funds. Not all of the funds were from the lnited States, but also from the
World Bank, from Japan and others. In a third industry, fertilizer, we
gradually came to be great importers of fertilizers. With rehabilitation of the
present fertilizer factories and the estahlishment of three new fertilizer
factories in Egypt, we came to be sélf-sufficient in a new area and we are
starting to export fertilizer outside Fgypt. Rehabilitation was also undertaken
in a number of public sector factories such as those which produce tires, food

products and cement pipes.

I think we can speak about coordination now with great pride. To be
approved, the project should be in the Five Year Plan and we must know exactly
how much money is required from outside sources and what other kind of
financing is required before hand. After that, there is only one responsihle
ministry, the Ministry of Investment-and [nternational Cooperation, In each
donor country there is only one single authority dealing with foreign aid, and
if this 1s the case on the supply side, then it should be the case on the
demand side. If there is any difference in views, then we have the Higher
Committee for Policy and Economic issues. We go to the Higher Policy fommittee,
which is the main sub-committee of the cabinet, to take the final decision. BRut
when we speak, we speak at the Ministry: we represent the consensus of the
Egyptian government as a whole. So it is not a matter of conflict between here

and there,

I think much has been said in the past about bureaucracy in Egypt, and we
always like to make fun of it. Let me be frank and candid with all of you.
First, we have no monopoly for bureaucracy in the whole world. This is a fact
that should be kept in the mind of everyone. Second, in each count ry, developed
or developing, and in each organization, international, regional, or local,
there is an amount of bureaucracy. Ask the husinessmen in any country. lLook at
the decisions that one of the multi-nationals will try to reach in comparison
with a decision of a medium size or small size company. Third, when you speak
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VI

A few minutes 490 | was Speaking about the.

Perspectives of the Eqyptian Ministry of the
FEconomy on the Imnact of American Aid on Egypt

by Mostafa Fl-Said"

If I try to optimize American aid to Fgypt, I have first, to look at
Egyptian priorities. These [ have to set first, and then examine whether
American aid to Egypt is consistent with those prioritias or not. Always we
will find a gap. So, the next question is, how to close this gap. As Minister
of Economy, | would say that there are three hasic priorities of the Fgyptian
economy at this time. The first is to establish a structure of economic growth
where agriculture and industry play a more important role than they were dning
before. Second, I have to follow economic policies that will help me to
decrease the existing deficit in the balance of payments. Third, [ have tg
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 perts. 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 Eqypt 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 largely in the
nature of import substitution. Again, a detailed examination is required. Nne
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 bhalance of payments, by
Concentrating on projects which are export-oriented. But [ 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 whan the government is fnvesting in the public
sector, the public sector is not responding by providing the budget with encugh

- -

* Selected from Minister Said's presentation at the Cairo Papers Symposium on
the impact of Nevelopment Assistance on Egypt, Necember 11, 19A1.
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