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Currency Equivalents 
As of August 2009 

1 UA    =  EGP 8.66998 
1 USD    =  EGP 5.50 
1 UA   = USD 1.55333  

Fiscal Year 
1st January – 31st December 

Weights and Measurements 
1 metric tonne  = 2204 pounds (lbs) 
1 kilogramme (kg) = 2.200 lbs 
1 metre (m)  = 3.28 feet (ft) 
1 millimetre (mm) = 0.03937 inch (“) 
1 kilometre (km) = 0.62 mile 
1 hectare (ha)  = 2.471 acres 

Acronyms and Abbreviations 
ADB  - African Development Bank 

ADF  - African Development Fund 

AERI  - Agricultural Exports and Rural Incomes Project 

BDS  - Business Development Services 

CBE  - Central Bank of Egypt 

CIDA  - Canadian International Development Agency 

CIS  - Cooperative Insurance Society 

CSP  - Country Strategy Paper 

DPG  - Development Partners Group 

EEAA  - Egyptian Environmental Affairs Agency 

EGFO  - Egypt Field Office 

EIRR  - Economic Internal Rate of Return 

EU  - European Union 

FAs  - Farmer Associations 

FAPA  - Financial Assistance for Private Sector in Africa 

FISC  - Financial and Investment Sector Cooperation 

FIRR  - Financial Internal Rate of Return 

FSRP  - Financial Sector Reform Program 

GDP  - Gross Domestic Product 

GIRAFE - Governance, Information, Risk, Assets, Funding, Efficiency 

GNP  - Gross National Product 

GOE  - Government of Egypt 

HDI  - Human Development Index 

IMC  - Industrial Modernisation Centre 

ILO  - International Labor Organisation 
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JICA  - Japanese International Cooperation Agency 

LOC  - Line of Credit 

MDG  - Millennium Development Goal 

M&E  - Monitoring & Evaluation 

MENA  - Middle East and North Africa 

MFI  - Micro Finance Institution 

MFCS  - Microfinance Central Sector 

MIC  - Middle Income Countries 

MIS  - Management Information System 

MSE  - Micro and Small Enterprises 

NBFI  - Non-Bank Financial Institution 

NGO  - Non-Governmental Organisation 

OSS  - One Stop Shop 

PBDAC  - Principal Bank for Development and Agricultural Credit 

PCR  - Project Completion Report 

PFIs  - Partner Financial Intermediaries 

RIEEP  - Rural Income and Economic Enhancement Project 

RMCs  - Regional Member Countries 

SEDO  - Small Enterprise Development Organisation 

SFD  - Social Fund for Development 

SME  - Small and Medium Enterprise 

TA  - Technical Assistance 

UNDP  - United Nations Development Program 

UNIDO  - United Nations Industrial Development Organisation 

USAID  - United States Agency for International Development 

USD  - United States Dollars 

WB  - World Bank 
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Loan Information 

Client’s information 
 
BORROWER:      Government of Egypt 
 
EXECUTING AGENCY:     Social Fund for Development (SFD) 
 
Financing plan 
 

Source Amount (USD 
Millions) 

Amount (UA 
Millions) 

Instrument 

 
ADB 

 
70.00 

 
45.07

 
Loan 

FAPA    1.00 0.64 Grant 
MIC 0.93 0.60 Grant 
GOE   1.07 0.69 Counterpart Cont. 
  
TOTAL COST 73.00 47.00  

ADB’s key financing information 
 
ADB Loan Currency 

 
USD 

FIRR, NPV (base case) 27.2%, LE 282.4 M 
EIRR (base case) 37.8% 

Timeframe - Main Milestones (expected) 
 

 
Concept Note approval  

 
July, 2009 

Project approval December, 2009 
Effectiveness March, 2010 
Completion December, 2014 
Last Disbursement December, 2015 
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Project Summary 
Project Overview: The objective is to improve the socio-economic livelihood of the 
economically active rural smallholder farmers engaged in the production, processing and 
marketing of selected agricultural commodities. The project will primarily target the 
economically active poor. The project with an overall cost of USD73 million for a five-year 
period will seek to provide finance to at least 4,800 small scale agribusiness enterprises and 
20,000 micro enterprises, creating over 60,500 jobs over the 5-year period of the project. To 
achieve this, the project will provide a USD70 million Line of Credit complemented with a 
USD3 million Technical Assistance program which will seek to fund: (i) participatory value 
chain analysis for horticulture and dairy; (ii) creating business linkages between the farmer 
associations and the private sector agribusinesses in a value chain, through improved 
information on market opportunities, value addition (processing), entrepreneurial and 
business skills development and reliable trade relations; and (iii) developing the capacities of 
financial intermediaries to develop and introduce new and innovative financing instruments 
for agribusiness.  
 
Beneficiary Participation: The project will adopt a private-sector led service delivery 
approach to facilitate the formation of productive business alliances between smallholder 
farmers and large scale commercial farmers and private sector actors. Value-chain mapping 
and analysis will be undertaken in a participatory manner to ensure that all value-chain actors 
have a say in the identification of constraints and opportunities and the preparation of 
business plans. 
 
Project Rationale and Need: The Egypt National Development Plan (2007-2012) calls for 
the creation of approximately 750,000 new jobs every year in order to cope with new entrants 
to the workforce, the reduction of the current level of unemployment from around 8.4% to 
5.5% as well as reduction of poverty from 20% to 15% by 2012. It also calls for: (i) fostering 
agro investments as a means of stimulating private sector development in rural economies; 
(ii) improving income levels of the low income citizens; and (iii) improving the standard of 
living of the citizens, especially for the population living in Upper Egypt. This is consistent 
with the Bank’s broader medium term strategy which promotes agro-industry development in 
Regional Member Countries (RMCs) and the Egypt Country Strategy Paper (2007 – 2011) 
which focuses on: (i) private sector development; and (ii) support to social development and 
protection. The project will support these goals through the promotion of entrepreneurship 
development in agricultural value chains and the use of poverty and inequality reduction 
strategies in the project design.  
 
Bank’s Value Added: The project will help to fill a gap in the financial services market by 
providing long-term funding that is not available from commercial sources on competitive 
terms. Furthermore, similar to what happened under the ongoing Micro and Small Enterprises 
(MSEs) Support Project and Franchising Sector Support Program, the Bank will take the lead 
in developing the agribusiness portfolio of the Social Fund for Development (SFD) with a 
view to leveraging additional resources from other donors for SFD. 
 
Knowledge Management: The project will make a deliberate effort to support the generation 
of knowledge and documentation of best practices to facilitate organisational learning and 
knowledge sharing.   
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Result-Based Logical Framework 
Hierarchy of 
Objectives 

Expected Results Reach (Target 
Population) 

Performance 
Indicators 

Indicative Targets 
and Time Frame 

Assumptions / 
Risks 

Sector Goal: 
Contribute towards the 
promotion of rapid 
economic growth, 
improved livelihood 
and poverty reduction. 
 

Longer-Term Outcomes: 
 
1. Decreased poverty levels 
2. Reduction in Unemployment  

 
 
 
 

 
 

Small and micro 
enterprises in Egypt 
Smallholder households 
Unemployed workers 
especially the women 
and youth 
 

 
1.1 Poverty Incidence 
2.1 Unemployment 
Rate 
 
Source: 
1. Country Financial 
Reports and National 
Accounts 
2. Reports from the 
Central agency for 
Public Mobilization 
and Statistics 
(CAPMAS) 

By 2017: 
 

1.1.1 Reduction in 
poverty incidence from 
the current rate of 20% 
to 15% 1 
2.1.1 Unemployment 
Rate significantly 
reduced from the 
current rate of 8.4% to 
5.5%2  

 
Continued Government 
commitment to the 
Agricultural 
Transformation strategy 
and the existence of an 
enabling environment 
for public-private 
partnership. Farmers 
are willing to be 
trained. 
 
 

Project Objectives: 
 
Improve the socio-
economic livelihood of 
the economically 
active rural 
smallholder farmers  
 

Medium-Term Outcomes: 

1. Increase in the number of households 
with sustainable improvements in 
incomes and living standards in pilot 
Governorates (Minya, Assuit and 
Sohag) as indicated by a reduction in 
the percentage of the ultra poor in the 
local population.  
 
2. Number of jobs created increased  
 
3. Percentage Share of agribusiness 
lending in PFIs portfolio increased 
 
4. Volume of trade in focus 

 

 

 

Stakeholders of 
selected commodity 
value chains( 
smallholder 
producers, processors, 
exporters, traders, 
transporters)  

 

Private Sector 
/commercial farmers 

 

1.1 No. of households 
with sustainable 
improvements in 
incomes and living 
standards as indicated 
by a reduction in the 
percentage of the ultra 
poor in the local 
population.  
 

2.1 No. of jobs created 
(% women) 

3.1 Percentage Share 

By 2014: 

 

1.1.1 Minya reduced 
from 9.8% to 5.5%; 
Assuit reduced from 
22.7% to 18.5%; 
Sohag reduced from 
9.8% to 5.5%.  

 

2.1.1 At least 60,500 
direct jobs created of 
which at least 40% are 
for women 

Risks: 

(i) Weak absorptive 
capacity of 
implementing agencies 

(ii) Weak capacity of 
FAs to develop and 
implement business 
plans 

(iii) Low interest from 
large scale commercial 
farmers / private sector 

(iv) Financial 
Intermediaries reluctant 
to lend to agribusiness 

                                                 
1 As per 6th National Development Plan 
2 As per 6th National Development Plan 
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Hierarchy of 
Objectives 

Expected Results Reach (Target 
Population) 

Performance 
Indicators 

Indicative Targets 
and Time Frame 

Assumptions / 
Risks 

commodities (horticulture and dairy) 
increased  
 

5. Reduction in Post-Harvest Losses 
(waste) 

 

 

 

 

 

 

of agribusiness 
lending in PFIs 
portfolio  

4.1 Volume of trade in 
focus commodities 
(horticulture and 
dairy)  

5.1 Percentage 
reduction in post-
harvest losses 

Source: 

 

(a) Baseline study 

(b)SFD Financial 
Statements and MIS 
Reports 

(c) National and CBE 
Accounts and 
Reports 

(d) SFD Annual 
Accounts 

(e) Project 
Completion Report 

3.1.1 Share of 
agribusiness lending in 
PFIs portfolio 
increased from 4.2% to 
6%.  

4.1.1 Horticulture 
increased from:  

EGP 1.086 billion to 
EGP1.518 billion;  

Dairy increased from: 
EGP 652 M to            
EGP 1.019 billion.  

5.1.1 Post-Harvest 
Losses reduced by 4% 
from baseline level 

 

 

 

 

enterprises 

(v) Credit risks 
associated with non-
performing loans 

(vi) Exchange Rate risk 
because loan to SFD 
will be in USD and they 
lend to PFIs in EGP.  

Mitigating measures: 

(i) Engage IMC and 
provide capacity 
building support to 
service providers 

(ii) Use FAs with 
potentials and provide 
targeted training to 
them  

(iii) actively engage 
commercial farmers and 
private sector 
throughout project 
cycle (participatory)  

(iv) Introduce 
innovative and 
attractive loan products 
and guarantee 
arrangements (e.g. 
micro-insurance) 

(v) Introduce adequate 
guarantee arrangements 
and use prudent 
appraisal and eligibility 



 

 

 
 

vii

Hierarchy of 
Objectives 

Expected Results Reach (Target 
Population) 

Performance 
Indicators 

Indicative Targets 
and Time Frame 

Assumptions / 
Risks 

criteria procedures. 

(vi) SFD Treasury 
Department to put in 
place efficient liquidity 
and foreign exchange 
management 
procedures (e.g. short 
term hedging) 

Activities (Inputs) 
 
1. Capacity Building 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2. Access to Finance 
 
BUDGET: 
ADB – USD70 Million 
MIC – USD0.93 Million  
FAPA – USD1.0 Million 
GOE – USD1.07 Million 
Total- USD73.0 Million 

Short-Term Outputs: 

1.1 Farmer association  /cooperative 
workers  trained 

1.2 Pro-Poor productive business 
alliances/linkages established 

1.3 Commodity Business Plans 
developed along the value chain and 
funded 

1.4 Staff of service providers trained 

1.5 PFI staff members trained in 
agribusiness lending 

1.6 SFD staff trained on agribusiness 
lending 

 

2.1 Increased access to finance for 
micro enterprises 

2.2 Increased number of business 
plans receive financing 

 

 

 

Stakeholders of 
selected commodity 
value chains( 
smallholder 
producers, processors, 
exporters, traders, 
transporters)  

 

Private Sector 
/commercial 
farmers/Financial 
Intermediaries 

Financial 
intermediaries, 
smallholder farmers,  

 

 

 
 
1.1.1 No. of FA 
workers trained (% 
female) 
1.2.1 No. of business 
linkages established 
1.3.1 No. of business 
plans developed and 
received financing 
1.4.1 Staff of Service 
Providers trained 
1.5.1 No. of PFI staff 
trained (% women) 
1.6.1 No. of SFD staff 
trained (% women) 
2.1.1 No. of micro-
enterprises accessing 
agricultural credit (% 
female owned) 
2.2.1 No. of small 
scale agribusinesses 
receiving financing 
(% female owned) 
Source: 
Loan disbursement 
records, MIS  

 
 
1.1.1.1 At least 100 
(35% women) 
 
1.2.1.1 At least 15 
 
1.3.1.1 At least 15 
 
 
1.4.1.1 At least 5 
Service Providers 
 
1.5.1.1 At least 150 
(35% women) 
1.6.1.1 At least 60 
(35% women) 
2.1.1.1 At least 20,000 
(40% female owned) 
 
 
2.2.1.1 At least 4,800 
(25% female owned) 
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REPORT AND RECOMMENDATION OF THE PRESIDENT OF THE ADB GROUP TO 
THE BOARD OF DIRECTORS ON A PROPOSED LOAN AND MIC GRANT TO EGYPT 

FOR THE RURAL INCOME AND ECONOMIC ENHANCEMENT PROJECT 
 
Management submits the following Report and Recommendation on a proposed ADB loan 
for USD70 million and a MIC grant of USD930,000 to finance the Rural Income and 
Economic Enhancement Project in Egypt.   
 

I – STRATEGIC THRUST & RATIONALE 

1.1. Project linkages with country strategy and objectives 
1.1.1 The project is aligned with Egypt’s National Development Plan (NDP) (2007-2012) 
which calls for the creation of approximately 750,000 new jobs every year in order to cope 
with new entrants to the workforce and reduce the current level of unemployment from 
around 8.4% to 5.5% by the end of the plan. Developing micro and small enterprises (MSEs) 
is one major strategy for job creation. As per the National MSE Strategy (2009-2013), MSEs 
are expected to account for up to 450,000 of the new annual job requirements of which at 
least 280,000 are expected from SFD support. The project will seek to contribute towards this 
strategic goal by creating about 60,500 jobs. In addition, the project design was guided and 
informed by the country’s Sustainable Agricultural Strategy (2030), the Agriculture Sector 
Transformation Strategy, the Agro-Industry Investment Plan and Food Security Initiative 
developed by the Ministry of Agriculture and Land Reclamation, in conjunction with 
Ministry of Trade and Industry, and the Industrial Modernization Centre (IMC).  
 
1.1.2 The project is also in line with both pillars of the Bank’s Country Strategy Paper for 
Egypt (2007-2011), which focus on (i) private sector development and (ii) support to social 
development and protection. The former will be supported through the promotion of 
entrepreneurship development in agricultural value chains, while the latter will be addressed 
through the poverty and inequality reduction and employment creation dimensions of the 
project.  The project is aligned with the Private Sector Strategy for Egypt approved in 2005 
which recognizes the important role that SFD plays in micro and small enterprise 
development, and on the need for additional Bank support in the area of microfinance. The 
project is also in conformity with the Bank policy and strategy on microfinance. This has 
been ensured through: (i) the application of market-based interest rates; (ii) use of demand-
driven mechanisms; (iii) increasing focus on women; (iv) provision of a Technical Assistance 
(TA) program which is independent but complementary to the key credit program; and (v) 
promoting the development of an all inclusive financial system in Egypt by using both banks 
and NGOs as intermediaries using internationally recognized best practices. 

1.2. Rationale for Bank’s involvement  
1.2.1 As of 2005, Egypt embarked on an aggressive reform program, which has since 
positioned the country as one of the fastest growing economies in the region – growing at a 
1.5 percentage point higher than the Middle East and North Africa (MENA) region countries 
and at a 1.8 percentage point for each 1 percentage point growth in world GDP3. However, 
despite this exemplary performance, poverty and vulnerability continue to be a major 
challenge in Egypt.  Unequal growth has negatively impacted the elasticity of poverty 
reduction resulting in an increase in chronic poverty and exacerbating regional inequalities.  

                                                 
3 Economist Intelligence Unit: Egypt Country Report July 2008. 
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About three-quarters of the poor live in rural areas, with 55 percent living in rural Upper 
Egypt.  The GOE is aware of this challenge and as a result, the NDP (2007-2012) sets the 
following goals:  (i) creating 750,000 new jobs annually of which 10% will be in the 
agriculture and agricultural-related sectors; (ii) fostering agro investments as a catalyst to 
stimulate private sector development in rural economies; (iii) improving income levels of the 
low income citizens; (iv) improving the standard of living of the citizens, especially for the 
population living in Upper Egypt; and (v) empowering women economically and creating 
60,000 jobs for women annually. These goals are consistent with the Bank’s medium term 
strategy which encourages sustainable and equitable economic growth for employment 
generation through the promotion of agro-industry development in rural areas. 
 
1.2.2 To achieve these goals, a more market led approach is required which involves 
production decisions based on market needs rather than the traditional production-oriented 
approach. However, Egypt’s rural population is unprepared for the realities of a market-led 
world. Smallholder farmers struggle to be competitive in a situation where they are not well 
connected to markets and lack the knowledge, skills and financial resources to participate 
fully in commercial transactions. In particular, limited access to finance remains a key 
binding constraint for the development of rural economies, especially for MSEs engaged in 
agribusiness. It is estimated that only five percent of the potential microfinance market 
currently receive credit, and the Central Bank of Egypt (CBE) reports that bank loans to 
MSEs remain limited to less than one percent of total loans. The recent global financial crisis 
is likely to further increase this constraint.  
 
1.2.3 Therefore, given this context, the proposed project is the Bank’s holistic response to 
fill a gap in the financial market and create opportunities to improve agriculture-derived 
livelihoods of poor rural producers and enable smallholder producers to benefit from efficient 
markets and local-level value addition. 
 
1.3. Donor coordination  
 

Public Sector Involvement in MSME Development (ongoing operations) 

Government Donors 
 

ADB 28% 

UA 17 m UA 431 m Arab Funds 30% 

4% 96% EU 10% 

  JICA 7% 
  CIDA 6% 
  USAID 4% 
  IFAD 4% 

  
Others (inc. UN 

MDG) 7% 

Level of Donor Coordination 
Existence of Thematic Working Groups Y 
Existence of SWAPs or Integrated Sector Approaches N 

ADB's Involvement in donors coordination M 
 

1.3.1 The Bank collaborates with other development partners in Egypt through the 
Development Partners Group (DPG). The DPG coordinates thematic sub-groups covering 
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various topics such as SMEs, Health, Gender and Development, Environment and Energy, 
Natural Resources, Food Supply, and the Financial Sector Reform. These thematic sub-
groups provide a platform for donors to coordinate their activities and share information to 
ensure programme synergy and compliance with GOE policies. The United States and the 
European Union are the largest providers of development assistance to Egypt with other 
major donors being the Bank, the World Bank, the European Investment Bank, Japan, 
Germany, France, Canada, the Arab funds, the Islamic Development Bank, and the UN. The 
Bank actively participates through the Egypt Field Office (EGFO) in all formal DPG 
meetings and coordination activities and co-chairs the health thematic sub-groups. In 
addition, EGFO maintains close direct contacts with the development partners who are active 
in the areas of Bank interventions. 
 
1.3.2. In the process of formulating the project, the various missions interacted with the 
donor community to inform them about the project and to benefit from their own experiences. 
Direct complementarities and synergies have been established between this project and the 
following ongoing projects: (i) IFAD-funded rural development project for Upper Egypt; (ii) 
CIDA-funded business development services project; (iii) JICA-funded microfinance and 
small enterprise development project; and (iv) the pro-poor horticulture value chain 
development project for Upper Egypt funded by a consortium of UN agencies under the 
Spanish MDG fund initiative. The project will also build on the successes of the USAID-
funded Agricultural Exports and Rural Incomes project by working with the Farmer 
Associations (FAs) formed and pack houses built under this project. Detailed description of 
these projects and the envisaged complementarities are provided under Technical Annex C2. 

 
II – PROJECT DESCRIPTION 

2.1. Project Development Objective and Components 
The Project Development Objective is to improve the socio-economic livelihood of 

the economically active rural smallholder farmers engaged in the production, processing and 
marketing of selected agricultural commodities. To achieve this, the project will have the 
following components: 
 
Table 1: project components 

Component Name Est. cost 
(USD 

Million) 

Component Description 
 

C-1: Capacity Building  3.00 • This component will specifically seek to fund: (i) participatory 
value chain analysis for horticulture and dairy; (ii) creation of 
business linkages between the farmer associations and the private 
sector agribusinesses in a value chain, through improved 
information on market opportunities, value addition (processing), 
entrepreneurial and business skills development and reliable trade 
relations; and (iii) developing the capacities of financial 
intermediaries to develop and introduce new and innovative 
financing instruments for agribusiness (including micro-insurance 
schemes). 

• Coverage in 3 Governorates – Minya, Assuit and Sohag 
• Call for innovative proposals from capable service providers 

(implementing partner agencies) to implement value chain 
development activities for horticulture and dairy sub-sectors.  

• Minimum set of performance indicators, outputs and outcomes 
will be highlighted in the Call-for-Proposals to guide the 
development of proposals. 
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• Selection Criteria for agencies, Review process of Proposals, and 
Eligible costs detailed out in Operational Guidelines to be 
approved by the Bank. 

• Expected outputs include: (i) about 100 FA staff receive technical 
and/or business skills training with at least 40% female 
representation; (ii) at least 15 pro-poor business/commodity 
alliances established; (iii) at least 15 business plans developed and 
receive financing; (iv) staff members of at least 5 service 
providers trained; (v) at least 150 staff members (including senior 
management) of PFIs trained in agribusiness lending 
methodologies; and (vi) at least 60 SFD staff members (including 
senior management) trained in agribusiness lending 
methodologies; (vii) awareness raising campaigns held and 
publicity material on the existence of the agribusiness facility 
produced and distributed. 

C-2:Access to Finance
  

70.00  This component will seek to address the financing constraints 
faced by agribusiness institutions. The project will provide a USD 
70 million long-term ADB loan to GOE, who will on-lend to SFD 
on the same terms and conditions of the Loan Agreement between 
ADB and GOE. SFD will provide these resources to commercially 
viable micro and small enterprises, including farmer 
associations/cooperatives and service providers involved in 
agribusiness for working and investment capital needs through 
selected intermediaries. At least 60% of the loan proceeds will be 
disbursed to MSEs in Upper Egypt. 

 Average Loan Sizes: EGP3,000 for microfinance loans and EGP 
60,000 for small enterprise loans 

 Interest Rates: Market-determined in line with SFD Credit Policy 
 Loan Duration: In line with SFD Credit Policy. 
 Evaluation Criteria for PFIs: In line with SFD Credit Policy 

using CGAP approved international best practices. 
 Expected outputs include: (i) at least 20,000 micro-enterprises 

receive microfinance loans, of which at least 40% go to women; 
and (ii) at least 4,800 small scale enterprises receive agribusiness 
financing, of which at least 25% go to women. 

 

2.2. Technical solution retained and other alternatives explored 
Several alternatives were considered in the design of the project. Some of these 

include: (i) the support of another general line of credit similar to the ongoing MSEs Support 
Project - this was rejected in favour of a more targeted approach towards supporting 
agribusiness development in the country; (ii) having an integrated rural development project 
with components addressing the social service needs of the beneficiaries – this was rejected 
because of the Government’ borrowing policy against the use of loan proceeds to finance 
social development projects; and (iii) making the Capacity Building component available 
nation wide – this was rejected in favour of a pilot approach because of the limited grant 
resources available. Ultimately, the RIEEP project design was selected because it provides a 
targeted support to an important sector critical for the livelihood and the economic 
enhancement of the poor households in Egypt, with a focus on Upper Egypt where poverty is 
most severe. The retained alternative also enables an optimal use of limited grant resources to 
generate a demonstrable impact which is replicable in other parts of the country. It also 
responds to the Paris Declaration on Aid Effectiveness. 
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2.3. Project type 

The project is a sovereign long term loan to the Government of Egypt with a 
subsidiary on-lending agreement to the Egypt SFD which will on-lend the loan to Partner 
Financial Intermediaries (PFIs) for lending to agribusiness enterprises, guided by SFD’s 
Credit Policy which has been reviewed and found acceptable to the Bank which is also in 
conformity with the Bank’s Microfinance Policy. The loan is also complemented by a 
Technical Assistance grant geared towards building the agribusiness sector in Egypt. 

2.4. Project cost and financing arrangements 
 Total project cost is USD73.00 million (equivalent to UA 47 million), which 
comprises an ADB Loan of USD70 million or 95.9% of total project costs for the component 
on Access to Finance. A FAPA Grant of USD1 million or 1.4% of total project costs and a 
MIC Grant of USD0.93 million or 1.3% of total project costs will support the component on 
Capacity Building, and a contribution of USD1.07 million from GOE (the Industrial 
Modernization Centre and SFD) or 1.4% of total project costs.  Due to the nature of the 
project, over 99% of the project costs will be used to finance local currency costs.  
Furthermore, due to the nature of the project, a price contingency of only 5% has been 
included in the costing for the Services category of expenditure. The tables below summarize 
the estimated cost of the project by component, source of financing and category of 
expenditure. 

Table B.3: Project cost estimates by component [amounts in million] 
 

  Dollars (USD) UA  
 COMPONENTS FE LC Total FE LC Total 

% 
FE 

% Base 
cost 

C1 Capacity Building 0.50 2.50 3.00 0.32 1.61 1.93 16.7% 4.1% 
C2 Access to Finance 0.00 70.00 70.00 0.00 45.07 45.07 0.0% 95.9% 
          
 Total 0.50 72.50 73.00 0.32 46.68 47.00 0.7%  
Note: Exchange rate used : [1 UA = 1.55333 US$, as at August 1st 2009] 

 
Table B.4: Sources of financing [amounts in million] 

Sources of 
financing 

FE  
(USD) 

LC 
(USD) 

Total Cost 
(USD) 

FE 
(UA) 

LC 
(UA) 

Total Cost 
(UA) 

% Total 

ADB Loan 0.00 70.00 70.00 0.00 45.07 45.07 95.9% 
FAPA Grant 0.50 0.50 1.00 0.32 0.32 0.64 1.4% 
MIC Grant 0.00 0.93 0.93 0.00 0.60 0.60 1.3% 
GOE (IMC and 
SFD) 0.00 1.07 1.07 0.00 0.69 0.69 1.4% 

TOTAL 0.50 72.50 73.00 0.32 46.68 47.00 100% 
 
 

Table B.5: Project cost by category of expenditure [amounts in million USD] 
Categories of expenditure FE LC Total cost % FE 

SERVICES 0.50 2.25 2.75 18.2% 
MISCELLANEOUS (LOC) 0.00 70.00 70.00 0 
OPERATING COSTS 0.00 0.25 0.25 0 
TOTAL 0.50 72.50 73.00 
 
 

Table B.6: Expenditure schedule by component [amounts in million USD] 
      COMPONENT 

2010 2011 2012 2013 Total 
C1 Capacity Building 0.50 1.50 0.60 0.40 3.00 
C2 Access to Finance 10.00 30.00 20.00 10.00 70.00 

  10.50 31.50 20.60 10.40 73.00 
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2.5. Project area and target population 
2.5.1 The principal target group for the project is the economically active rural poor who 
have the potential to embark on business ventures which will bring value addition to their on-
farm and off-farm commercial activities. Gender considerations will be made in the selection 
of beneficiaries.  
 
2.5.2 The project will be nation-wide supporting agribusiness value chain activities geared 
towards enhancing household incomes. It is estimated that about 60,500 direct jobs will be 
created (of whom at least 40% will be women). The value chain analysis activities of the 
Capacity Building component will be commodity-focus and will initially be focused on two 
promising sub-sectors for food security and/or export potential: the dairy and the horticulture 
sub-sectors.   These sub-sectors have been selected due to: (i) the high opportunity for 
smallholder participation; (ii) low barriers to entry to commodity production and processing 
(in terms of skills, technologies, risk); (iii) high opportunity for participation of women; (iv) 
high opportunity for the formation of business linkages along the value chain; and (v) high 
potential for enhancing household incomes and/or generating jobs along the value chain. The 
project will also positively discriminate in favour of Upper Egypt, which is in line with the 
current Government orientation towards giving priority to Upper Egypt in development 
assistance. In this regard, the capacity building activities will be limited to the governorates 
of Minya, Assuit and Sohag. These governorates have been selected due to: (i) the prevalence 
and severity of poverty in these governorates; (ii) the existing production of the targeted 
commodities (e.g. dairy for Minya and horticulture for all three governorates); (iii) the 
economic growth potentials; (iv) limited exploitation of agri-business opportunities; (v) 
trading opportunities for the targeted commodities; (vi) potential number of beneficiaries; 
(vii) limited access to agricultural finance; (viii) opportunities for participation by women and 
youth; and (ix) potentials for job creation. This pilot approach for the value chain 
development activities is necessary due to the limited grant resources available and also the 
innovative nature of the project for SFD.  
 
2.6. Participatory processes of design and implementation 

The Project Team has consulted widely during the project preparation and appraisal 
phases. Discussions were held with representatives from the Ministry of Agriculture, the 
Ministry of Industry and Trade, the Industrial Modernization Center (IMC), the Agricultural 
Research Center, the Head of the Food Chamber, the Board of Directors of the Horticulture 
Export Association, the Head of the Union of Producers and Exporters of Horticultural 
Crops, farmer associations and cooperatives, supermarket chains, NGOs and CBOs, as well 
as consultants and private sector actors in the agribusiness sector.  In addition, consultations 
were also held with representatives from financial institutions, such as the Commercial 
International Bank, National Bank of Egypt, Faisal Islamic Bank, the Credit Guarantee 
Company and several NGOs involved in microfinance intermediation.  The Project Team 
sensed wide-spread support for the project at all levels, including from the private sector 
actors. A national advisory committee formed by representatives of the various stakeholders, 
will be set up to guide and direct the project. Value-chain mapping and analysis will be 
undertaken in a participatory manner to ensure that all value-chain actors have a say in the 
identification of constraints and opportunities and the preparation of business plans. Positive 
initiatives will be taken to engage smallholder farmers and other value-chain actors through 
publicity and awareness campaigns, sensitization and capacity-building for FAs. As part of 
the Bank’s support towards improving the M&E framework for SFD under the ongoing 
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MSEs Support Project (see Technical Annex A4 for description of this project), participatory 
community monitoring tools will be utilized to solicit beneficiary feedback on the project 
implementation process and ensure that project activities are executed in a satisfactory and 
sustainable manner. 

2.7. Experience and lessons reflected in project design 
The project design has benefited from lessons learnt from the implementation of Bank-

funded projects within SFD and Egypt as a whole, as well as experiences gained from those 
funded by other donors. These lessons include: (a) technical assistance is critical in enhancing 
the development impact of line of credit operations; (b) coordinated/harmonised 
implementation arrangements achieves greater impact and cost-effectiveness than stand-alone 
projects; (c) monitoring and evaluation which takes into account community governance 
structures and tools is critical for results accountability; and (d) private-sector service 
delivery enhances sustainability of enterprise development interventions. These lessons have 
been incorporated into the project design by: (a) blending the ADB Loan with a grant to 
support the technical assistance needs of the project; (b) using the SFD and IMC institutional 
frameworks and setting up a National Advisory Committee which will provide policy 
oversight and guidance in the implementation of the project and facilitate coordination with 
other similar national initiatives; (c) using community monitoring tools in the M&E 
framework for the project to enhance results accountability; and (d) promoting private sector 
delivery channels to deepen enterprise development and also promote responsiveness to 
enterprise demand and commercial sustainability for the value addition activities of the 
project. Lessons from the USAID, EU and IFAD agricultural-related portfolios in Egypt 
reveal the need for an entire value chain analysis in some key commodities to enhance 
productivity and growth in a predominant agro-based economy. This project will therefore 
build-in a value chain analysis of key commodities in the targeted focus areas to explore 
areas where the project could intervene for value addition. Other generic lessons from the 
recent review of the Bank’s portfolio in Egypt have also been taken into consideration. These 
include: (i) ensuring adequate stakeholder participation in the design of the project and 
minimized loan conditions to enhance the project’s Quality-at-Entry; (ii) making a provision 
for technical audits and community accountability tools to ensure fiduciary assurance; and 
(iii) strengthening results orientation in Bank-funded projects to optimize development 
impact. 
  
2.8. Key Performance Indicators 

Generally, the project will focus on the following strategic outputs: (i) provide finance 
to at least 4,800 small scale agribusiness enterprises and 20,000 micro enterprises, creating 
over 60,500 jobs over the 5-year period of the project, and (ii) develop SFD and its partner 
financial intermediaries’ capacity in agribusiness lending. Specific outcomes will include: (a) 
number of households with sustainable improvements in incomes and living standards as 
indicated by reduction in the percentage of the ultra poor living in the pilot governorates; (b) 
increased number of jobs created; (c) increased percentage share of agribusiness lending in 
PFIs portfolio; (d) increased volume of trade in focus commodities (horticulture and dairy); 
and (e) reduction in post-harvest losses (waste). 
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III – PROJECT FEASIBILITY 

3.1. Economic and financial performance 
Table C.1: key economic and financial figures 
 

FIRR, NPV (base case) (27.2%, EGP 282.42 
Million) 

EIRR (base case) (37.8%) 
NB: detailed calculations are available in Annex B6 

 
The overall Economic Rate of Return (ERR) of the project is at 37.8% with a 

Financial Internal Rate (FIRR) of 27.2%. This implies that the proposed project is 
economically and financially viable because the rates of return are higher than the cost of 
capital (at 12%). Technical Annex B7 provides detailed financial and economic analysis on 
the project. 

3.2. Environmental and Social impacts 
3.2.1 According to the Bank Group’s Environmental and Social Assessment Procedures 
(ESAP) the project is classified as Environment Category 4, implying that it involves 
investment of Bank funds through financial intermediaries which will subsequently on-lend 
to MSEs. The categorization was validated by the Quality Assurance and Results Department 
(ORQR) on July 15th, 2009. The PFIs will on-lend to individual farmers, farmers within 
associations, and micro and small scale enterprises engaged in agribusiness, for working 
capital and investment purposes.  The project will not finance any major infrastructure, and 
there is no resettlement envisioned within the implementation of the project activities. 
However, should any unforeseen environmental impact occur during project implementation 
from sub-projects, these will be mitigated and managed according to the environmental 
guidelines of the SFD.   
 
3.2.2 SFD prepared an Environmental and Social Management Plan and Guidelines Manual 
which includes an adequate screening and review process to assess the potential 
environmental and social impacts associated with sub-projects. This process will determine 
the appropriate safeguard policies to be triggered and the mitigation measures to address any 
potential environmental and social impacts. For those sub-projects which have potentially 
significant impacts, more detailed and specific Environmental Assessments will be carried 
out in compliance with the Egyptian Environmental Law No. 4 for 1994, and the Bank’s 
environmental and social assessment procedures. Monitoring of mitigation measures will be 
carried out jointly by the Environmental Development Unit of the SFD and the Egypt 
Environmental Affairs Agency during project implementation. In addition, the Environmental 
Development Department will submit to the Bank an annual report on the implementation of 
its environmental procedures and the environmental performance of its investments financed 
through Bank funds. 
 
3.2.3 The project will also benefit from the implementation of the TA component of the 
Bank-funded Franchising Sector Support Program, aimed at strengthening SFD’s institutional 
capacity. The component will entail training of environmental officers and focal points to 
take on the responsibility of environmental and social review of sub-projects of the SFD.  
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Climate Change 
3.2.4 Climate change models indicate that although Egypt is likely to face both increases in 
precipitation and rise in temperatures in the future, expected increase in potential 
evapotranspiration would be offset by increase in rainfall so that runoff will remain virtually 
unchanged. Water scarcity is an increasing concern, and the GoE is encouraging the use of 
drip irrigation and good water management practices. In the likelihood of future climate 
variability and climate change, development of agribusiness will strengthen the 
organizational capacity of famers and the institutional support to smallholders, provide access 
to credit, increase efficiency in input-output markets and provide access to knowledge on 
improved land management and improved farming system. These factors will result in high 
local capacity to adapt to both short-climate variability and medium- to long term climate 
change.  

Gender  
3.2.5 In Egypt, agriculture employs 83.2% of rural women and 43.3% of rural men. Due to 
the very small size of the landholdings, farmers rely almost entirely on non-wage family 
labor. While rural farmers may have relative abundance of food all year round, cash income 
is more limited.  It is for this reason that many farmers, particularly men and female-headed 
households, seek alternative employment through the establishment of home-based, micro, 
and small enterprises. Rural MSEs cater to the needs of the local communities in terms of 
trade and services. Micro-enterprises are, for the most part, owned and managed by women, 
while small enterprises tend to be owned and managed by men. According to the Egyptian 
Labour Market Panel Study of 2006, the share of women in small and medium enterprises 
was only 17.9%. Activities undertaken by women include milk and dairy products, basic food 
processing such as pickles and jams, animal raising and handicrafts. The most common 
barriers to the economic empowerment of rural women include: limited access to finance; 
limited asset ownership and official papers; limited access to training by female extension 
workers; high illiteracy rates; and burden of household chores, child raising and care for the 
elders. 
 
3.2.6 The project will seek to address many of these barriers through the Capacity Building 
component. Financial intermediaries will be encouraged to apply creative and tailored 
financing schemes to suit both men and women smallholder farmers; training and awareness 
raising will be conducted; and social development activities will be promoted.  The project 
will apply a multi-faceted approach to increase the market outcome for women by: (i) 
promoting women entrepreneurs (comprising of at least 40% of the envisaged beneficiaries) 
to venture into the segment of the value chain often dominated by men, for example, as 
distributors and marketers; (ii) building women’s leadership skills to participate in the 
governance of the smallholder farmer associations and cooperatives; and  (iii) sensitizing men 
to support women’s enhanced role in the value chain development. In order to enhance the 
project’s gender sensitivity, the following measures will be adopted during project 
implementation: (i) at least 25% of the loans under the SEDO Portfolio and 40% under the 
microfinance portfolio should be to women entrepreneurs; and (ii) at least 40% of the 
beneficiaries of the capacity building training activities should be women. 
 
Social 
3.2.7 Recent statistics indicate that chronic poverty is concentrated in rural Upper Egypt, 
where 40.2% of the population is considered poor. In addition to poverty, rural areas are 
characterized by high illiteracy rates and limited access to basic infrastructure and services. 
Employed primarily in subsistence agriculture with limited access to cash income, many rural 
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men and women seek to supplement their income by establishing micro and small businesses. 
However they are faced with social and structural barriers, such as limited access to finance, 
exploitation by traders and intermediaries, limited access to knowledge and technology, acute 
sense of mistrust within communities, etc. Current practices in agriculture are traditional with 
limited adoption of technology or value addition, even at the basic level. The project will 
seek to address these constraints by providing finance to over 4,800 agribusiness small scale 
enterprises and over 20,000 micro-enterprises and facilitating local value addition on 
agricultural commodities with a view to creating about 60,500 jobs over the 5-year project 
period. Furthermore, the encouragement of wider stakeholder participation and partnerships 
in the project’s activities will enhance positive social equity outcomes through (i) reducing 
isolation and improving access to economic opportunities for the poor and (ii) decreasing 
social exclusion of certain groups such as women.  The project’s emphasis on the 
strengthening of FAs and the establishment of public-private partnerships will be crucial in 
strengthening local social capital and in supporting community-based economic development 
interventions that will improve the quality of life of the local population in all aspects.  

Involuntary resettlement 
3.2.8 The project is not expected to entail any involuntary resettlement. 

 
IV – IMPLEMENTATION 

4.1. Implementation arrangements 
Institutional 
4.1.1 The project will be implemented over a period of 5 years (60 months).  The 
executing agency of the project will be SFD (see Technical Annex A2 for an SFD 
assessment).  The specific tasks of SFD as the project Executing Agency will include: (i) 
providing effective follow-up after loan approval to ensure that conditions precedent to loan 
effectiveness and first disbursement are fulfilled and the loan declared effective as soon as 
possible; (ii) ensuring the general management and the day-to-day administration of the 
project; and (iii) maintaining and safeguarding the records and assets of the project. The 
Agribusiness Unit of SFD, through the dedicated coordinator to be recruited for the project, 
will be the focal point for project implementation.  
 
4.1.2. In line with SFD’s business practice all loans up to EGP10,000 will be classified as 
micro enterprise loans and will be administered by the MFCS, whereas all loans above 
EGP10,000 will be classified as small enterprise loans and would be administered by SEDO. 
It has been agreed with the SFD that a full time dedicated project manager (an Agribusiness 
Value Chain Expert) will need to be recruited to champion the project and to administer, 
manage and follow up on the daily activities of this project. Part of the technical assistance 
grant envisaged will need to be allocated for this position. S/He will be expected to work 
75% of the time in Upper Egypt. The Terms of Reference and Profile of the Project Manager 
is shown on Technical Annex C3 
 
4.1.3 In an effort to foster and encourage partnership between national stakeholders and 
promote synergies between national initiatives geared towards agribusiness development, the 
project will establish a National Advisory Committee comprising of representatives from 
SFD, Industrial Modernization Centre, Ministry of International Cooperation, Ministry of 
Agriculture, Ministry of Industry & Trade, the Chamber of Food Industries, and 
representatives from the local governorates. SFD will delegate the implementation of the 
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value chain development activities under the Capacity Building component to IMC due to 
their proven technical competencies, comparative advantages in the areas supported under the 
component (see Technical Annex A3 for details on IMC); and their commitment to provide a 
matching fund of USD1 million towards the capacity building activities of the project. A 
detailed performance-based Management Agreement will be signed between SFD and IMC. 
This will be made a condition precedent to the first disbursement of the Grant resources.  
 
Procurement 
4.1.4 All procurement of goods and acquisition of consulting services financed by the Bank 
through the FAPA and MIC Grant resources will be in accordance with the Bank's Rules and 
Procedure for Procurement of Goods and Works or, as appropriate, Rules and Procedures for 
the Use of Consultants, using the relevant Bank Standard Bidding Documents. The specialized 
studies and training activities will be procured through Single Source Selection Method 
procedures with institutions that have the requisite capacity, experience and expertise to 
undertake the required training activities. These will include several local training workshops 
for staff members of SFD and PFIs.  
 
4.1.5 For the ADB Loan, SFD will on-lend to PFIs in accordance with the SFD Credit 
Policy. In line with the arrangement under the ongoing MSEs Support Project, all the 
contracts for credit facilities will be subject to post review. In this regard, all loan processing 
documents notably the loan applications, review documents, appraisal and evaluation reports, 
and signed contracts shall be well kept and maintained at the SFD head office for periodic 
examination by Bank supervision missions and Bank auditors. Technical Annex B5 provides 
a detailed description of the project’s procurement arrangements. 
 
Disbursement 
4.1.6 The Special Account and Direct Payment methods will be utilized for the 
disbursement of project funds. A separate Special Account will be maintained for each source 
of fund. Technical Annex B4 provides a detailed description of the project’s disbursement 
arrangements. 
 
Financial Management 
4.1.7 Lessons learnt from the Social Fund Phase II Project and the ongoing MSEs Support 
Project suggest that SFD’s financial management system is capable of generating financial 
reports which provide sufficient information to monitor the use of funds and allow the 
provision of funding on a timely basis to meet the needs of the project. This is being further 
enhanced under the ongoing MSEs Support Project by implementing the recommendation of 
the Bank’s Internal Audit Department for staff of the SFD Internal Audit Group to undergo 
training on risk-based auditing. To meet fiduciary requirements, SFD shall submit to the 
Bank audited financial statements at least 6 months after the end of the financial year. SFD 
will require its external auditors, during their annual audits, to write a separate opinion on the 
utilization of the loan’s proceeds, and compliance with the ADB loan agreement.  A separate 
opinion on the utilization of the FAPA and MIC Grant resources will be required. The 
Internal Audit Group of SFD will ensure that agreed operational, accounting, payment and 
procurement procedures are followed in the implementation of the project. The Group will 
audit annually at least 30-40% of the loans processed and disbursed to MSEs, including the 
utilization of these loans at the level of the MSEs. They will also make recommendations for 
improving any systemic issues if identified. Follow-up procedures for audit recommendations 
will be in line with Bank practice. 
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4.2. Monitoring  
 Monitoring and evaluation will be an integral part of the project. SFD management 
will assume overall responsibility and accountability for project monitoring and outcomes. 
The capacity for SFD to carry out this role is being enhanced under the ongoing MSEs 
Support Project. For all the other activities of the project, data on project outputs and results 
will be provided to SFD by the implementing agencies on a monthly basis, in an agreed 
format which will include gender disaggregated data; this will also include periodic 
performance reports.  Baseline data and information will be established to facilitate 
measuring of the progress and impact made by the project. A mid-term assessment will be 
undertaken 2.5 years after the start of the implementation to provide for re-alignment as 
necessary. SFD will submit to the Bank Quarterly Project Progress Reports in accordance 
with the established format covering all aspects of the project, within 30 days following the 
end of each quarter. In addition, due to the participatory demand-driven nature of the project, 
a client survey (largely using community monitoring tools) will be carried out prior to the 
mid-term review of the project in order to assess the beneficiary perceptions on the 
implementation of the project and its effects on the lives of the beneficiaries. 

4.3. Governance 
The SFD management has put in place an effective internal control system to ensure 

the integrity of its financial operations and provide assurance to its Board and donors that 
assets are safeguarded and that adequate records are maintained for the Fund’s activities. In 
this regard, the Internal Audit Group conducts audits to ensure the adequacy, effectiveness 
and relevance of control measures. Weaknesses are reported to the Board and follow-up 
actions taken. Furthermore, SFD has been regularly audited by independent external auditors. 
The multi-donor review of the SFD conducted in 2004 concluded that in general corporate 
governance has improved within SFD since 2002. The Bank through the ongoing MSEs 
Support Project is further improving this by building the capacity of the Internal Audit 
Group. 

4.4. Sustainability  
4.4.1 Making loans at market rates, as envisaged under this project, will increase the long 
term operational and financial sustainability of the SFD lending operations, and help build the 
loan capital necessary to fund the continued expansion of its operations. Similarly, the SFD 
Credit Policy requires that bank and NGO intermediaries make loans to end borrowers at 
interest rates that allow them to achieve sustainability and continued expansion of their 
outreach.     
 
4.4.2 The establishment of a Revolving Fund Account within SFD for each of the credit 
facilities under the SEDO and MFCS portfolios will ensure that the financial intermediation 
process continues beyond the project period. The Capacity Building component will seek to 
build the capacities of PFIs to tailor and increase lending to agribusinesses. With a sustained 
source of credit, the agribusinesses are also able to secure more funding for the expansion of 
their businesses or for meeting temporal working capital needs, thereby creating sustainable 
job opportunities. 
 
4.4.3 The sustainability of the activities to be financed under the project will be enhanced 
by the strong experience of SFD and its selected intermediaries in the financing of MSEs, as 
well as the integrated nature of the developmental assistance being provided to the 
enterprises. Apart from providing financial resources, SFD also provides non-financial 
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assistance to the enterprises such as training in the management of their businesses. 
Furthermore, the project is expected to leverage some benefits from the on-going UN-MDG 
and IFAD projects, which are addressing important issues such as the building of technical 
and managerial capacities of FAs and MSEs through training, boosting their competitiveness 
through technology transfer, and strengthening their access to, and use of, support services. It 
is envisaged that such a multi-dimensional approach to addressing the problems of MSEs will 
ensure the sustainability of the enterprises to be financed under the proposed project. 

4.5. Risk management 
The innovative nature of the project in Egypt entails a number of risks including: (i) 

reluctance of the private sector to fully engage in the project; (ii) limited implementation 
capacity; (iii) barriers to the participation of the poor in agricultural commercialization; and 
(iv) intermediary banks’ reluctance to provide loans for agribusiness enterprises. In general, 
the adoption of a pilot approach will help in mitigating against these risks. In addition, 
specific mitigation measures for each of these risks are as follows: 

• Associations formed lacking the capacity to develop and implement quality business 
plans: This will be mitigated by providing technical assistance to the associations 
under Component I of the project. 

• Large scale commercial farmers not interested in entering into productive alliances 
with the farmer associations: This will be mitigated by engaging a national agency 
such as the IMC to identify interested companies and link them with the associations 
to form business/commodity alliances. 

• Barriers to the participation of the poor in agricultural commercialization: This will 
be mitigated by the holistic technical assistance activities to be provided to the 
smallholder farmers (such as the market linkages, entrepreneurial skills development, 
matchmaking and publicity and awareness raising).  

• Financial Intermediaries not lending to the newly formed associations: This will be 
mitigated by the training to be provided to staff (including senior management) of the 
financial intermediaries and the potential introduction of innovative financing 
instruments for agribusiness. 

• Credit Risks: Under the present credit guarantee arrangements, SFD covers 10% of 
the PFIs’ credit risk in addition to the credit risk coverage through the Credit 
Insurance Society (CIS) of up to 80%. The bank is hence left with a credit risk of 10% 
of the outstanding loan to the MSE. The functioning of the Credit Insurance Society 
(or a similar institution) plays a role in enabling the SFD operating model. A 
significant increase in the default rate of the final beneficiaries could adversely affect 
CIS’s financial capacity. Although experience has demonstrated that most non-
performing loans are recovered and that write-offs are small, there is still a need for 
SFD to mitigate against such risks by ensuring the use of prudent appraisal and 
eligibility criteria procedures and also allowing flexibility in the choice of guarantee 
arrangements for PFIs. 

• Exchange Rate Risks: Most of the loans secured by SFD from donors are foreign 
currency denominated, whereas its wholesale loans to the intermediaries are in the 
local Egyptian currency (LE). This increases SFD’s foreign exchange risk exposure, 
and hence the need to monitor this exposure on an ongoing basis. The establishment 
of a specialized treasury department within SFD will facilitate these mitigating 
measures and enhance liquidity management within the organization. 
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4.6. Knowledge Building 
Since the value chain approach being promoted under the project is relatively new in 

Egypt, knowledge building will be an integral part of the project. The project through the 
capacity building component will provide technical assistance and training services (possibly 
including overseas training) in value chain mapping and analysis, business linkages and pro-
poor value chain development in rural areas. SFD and IMC will disseminate and apply 
knowledge generated within the project in defining public-private roles and mechanisms, 
targeting value chain programs to poorer groups and to environmentally responsible 
activities, financing business plans developed and engaging financial partners. Through 
learning by doing, FAs will be enabled to upgrade their position in the value chain and 
generate new business ideas. This experience could also help influence Government policy 
towards agribusiness development.  
  

V – LEGAL INSTRUMENTS AND AUTHORITY 

5.1. Legal instrument  
An ADB Loan and a MIC Grant will be used to finance the project. 

5.2. Conditions associated with Bank’s Intervention 

Conditions associated with the ADB Loan 
 
A. Conditions Precedent to Entry into Force of the Loan 
 
The entry into force of the ADB Loan Agreement shall be subject to the fulfilment by the 
Borrower of the provisions of section 5.01 of the General Conditions Applicable to Loan and 
Guarantee Agreements of the ADB. 
 
B. Conditions Precedent to First Disbursement 
 
The obligations of the Bank to disburse the Loan shall be subject to the entry into force of the 
Loan Agreement and the fulfilment by the Borrower of the following conditions to the 
satisfaction of the Bank:  
 
The Borrower shall have:  

 
(a)  Submitted evidence that a US Dollar Denominated Special Account has been 

opened by the Social Fund for Development in a bank acceptable to the Bank to 
receive the disbursements of the Loan;   

 
(b) Submitted to the Bank a signed, copy of a Subsidiary Loan Agreement between 

the Borrower and the Social Fund for Development (the Subsidiary Loan 
Agreement), pursuant to which the Borrower will on-lend the entire   amount of 
the  Loan  to the Social Fund for Development on the same  terms and conditions 
of this Loan Agreement.  

Conditions associated with the Bank’s MIC Grant 
 
A. Conditions Precedent to Entry into Force of the Grant 
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The entry into force of the Agreement shall be upon the signing of a Letter of Agreement 
between the Bank and the Government of Egypt (the Recipient). 
 
B. Conditions Precedent to First Disbursement 
 
The Recipient shall have: 
 

i. Submitted evidence that a US Dollar Denominated Special Account has been opened by 
SFD in a bank acceptable to the Bank to receive the MIC Trust Fund resources 

ii. Submitted to the Bank a signed copy of the Management Agreement between SFD and 
IMC for the implementation of the value chain development activities of the project. 

 

5.3. Compliance with Bank Policies 
This project complies with all applicable Bank policies. 

 
VI – RECOMMENDATION 

 
Management recommends that the Board of Directors approve the proposed ADB loan for an 
amount equivalent to USD 70 million (Seventy Million US Dollars) and MIC Grant for an 
amount equivalent to USD930,000 (Nine Hundred and Thirty Thousand US Dollars) to the 
Government of Egypt for the purposes and subject to the conditions stipulated in this report.  



 

 16

Appendix I: Egypt: Comparative Socio-Economic Indicators 
EGYPT COMPARATIVE SOCIO-ECONOMIC INDICATORS 

            

  Year Egypt Africa Developing   
Countries 

Developed  
Countries   

              
Basic Indicators            
Area ( '000 Km²)   1 001 30 323 80 976 54 658   
Total Population (millions) 2008 76.8 985.7 5 523.4 1 226.3   
Urban Population (% of Total) 2008 42.8 39.2  44.0  74.4   
Population Density (per Km²) 2008 76.7 32.5  23.0  49.6   
GNI per Capita (US $) 2007 1 580 1 226 2 405 38 579   
Labor Force Participation - Total (%) 2005 38.8 42.3 45.6 54.6   
Labor Force Participation - Female (%) 2005 33.2 41.1 39.7 44.9   
Gender -Related Development Index Value 2002 0.634 0.482 0.694 0.911   
Human Develop. Index (Rank among 174 countries) 2006 116 n.a. n.a. n.a.   
Popul. Living Below $ 1 a  Day (% of Population) 2000 16.7 34.3 25.0 …   
              
Demographic Indicators             
Population Growth Rate   - Total (%) 2008 1.8 2.3 0.3 1.2   
Population Growth Rate   - Urban (%) 2008 1.8 3.3 2.5 0.5  
Population < 15 years  (%) 2008 32.5 40.9 16.6 27.4   
Population >= 65 years  (%) 2008 5.0 3.4 16.7 8.0   
Dependency Ratio (%) 2008 60.0 79.5 47.7 53.9   
Sex Ratio (per 100 female) 2008 100.2 99.3 94.3 101.5   
Female Population 15-49 years (% of total population) 2008 25.9 24.2 24.3 25.8   
Life Expectancy at Birth - Total (years) 2008 71.6 54.5 76.7 67.5   
Life Expectancy at Birth - Female (years) 2008 73.9 55.6 67.5 80.3   
Crude Birth Rate (per 1,000) 2008 23.9 35.7 11.0 20.1   
Crude Death Rate (per 1,000) 2008 5.6 13.0 10.4 8.6   
Infant Mortality Rate (per 1,000) 2008 28.3 83.9 7.1 48.5   
Child Mortality Rate (per 1,000) 2008 32.6 137.4 8.8 72.3   
Total Fertility Rate (per woman) 2008 2.8 4.6 1.6 2.5   
Maternal Mortality Rate (per 100,000) 2005 130.0 683.0  450  9   
Women Using Contraception (%) 2005 59.2 29.7 61.0 75.0   
              
Health & Nutrition Indicators             
Physicians (per 100,000 people)  2005 227.3 39.6 78.0 287.0  
Nurses (per 100,000 people) 2005 283.3 120.4 98.0 782.0   
Births attended by Trained Health Personnel (%) 2005 74.1 51.2 59.0 99.0   
Access to Safe Water (% of Population) 2006 98.0 64.3 84.0 100.0   
Access to Health Services (% of Population) 2004 99.0 61.7 80.0 100.0   
Access to Sanitation (% of Population) 2006 66.0 37.6 53.0 100.0   
Percent. of Adults (aged 15-49) Living with HIV/AIDS 2007 0.00 4.5 1.3 0.3   
Incidence of Tuberculosis (per 100,000) 2006 24.0 315.8 275.0 19.0   
Child Immunization Against Tuberculosis (%) 2007 98.0 83.0 89.0 99.0   
Child Immunization Against Measles (%) 2007 97.0 83.1 81.0 93.0   
Underweight Children (% of children under 5 years) 2005 6.0 25.2 27.0 0.1   
Daily Calorie Supply per Capita 2004 3 286 2 436 2 675 3 285   
Public Expenditure on Health (as % of GDP) 2005 2.3 2.4 1.8 6.3   
              
Education Indicators             
 Gross Enrolment Ratio (%)             
      Primary School       -   Total 2007 104.7 99.6 106.0 101.0  
      Primary School       -   Female 2007 101.7 92.1 103.0 101.0   
      Secondary School  -   Total 2005 86.0 43.5 60.0 101.5   
      Secondary School  -   Female 2005 83.0 40.8 58.0 101.0   
Primary School Female Teaching Staff (% of Total) 2007 55.8 47.5 51.0 82.0   
Adult Illiteracy Rate - Total (%) 2007 28.0 38.0 21.0 1.0   
Adult Illiteracy Rate - Male (%) 2007 16.4 29.0 15.0 1.0   
Adult Illiteracy Rate - Female (%) 2007 39.3 47.0 27.0 1.0   
Percentage of GDP Spent on Education 2006 4.6 4.5 3.9 5.9   
              
Environmental  Indicators             
Land Use (Arable Land as % of Total Land Area) 2005-08 2.8 6.0 9.9 11.6   
Annual Rate of Deforestation (%) 2000-08 -3.4 0.7 0.4 -0.2   
Annual Rate of Reforestation (%) 2000-08 2.0 10.9 … …   
Per Capita CO2 Emissions (metric tons) 2005-08 2.2 1.0 1.9 12.3   
              
Sources  :  ADB Statistics Department Databases;  World Bank: World Development Indicators; UNAIDS; UNSD; WHO, UNICEF, WRI, UNDP; Country Reports 
 Note  :    n.a. : Not  Applicable ;  … : Data Not Available; 
Last Updated: March 2009 
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Appendix II: Table of ADB’s On-going Portfolio in Egypt  
ADB PORTFOLIO IN EGYPT 

  Name Type Rating Amount 
(UA) 

million 

Date 
approved 

Date 
effective 

Disbursem
ent 

deadline 

Disb % % of 
portfolio 

by 
Sector 

Energy (Power) Sector             49.28 

1 

El Kureimat 
Combined 
Cycle Plant Loan 2.67 145.9 27-Jul-05 6-Nov-06 31-Dec-10 75.5   

2 
Abu Qir Steam 
Power Plant Loan 2.06 227.9

14-Nov-
07 27-Oct-08 31-Dec-13 17.98   

3 
Ain Sokhna 
Power Plant Loan N/A* 291.5

22-Dec-
08 N/A 30-Jun-15 0   

  Total Approvals 665.3           
Finance Sector 26.37 

1 

Financial 
Sector Reform 
Programme Loan 2.92 328.7 26-Jul-06 9-May-07 31-Dec-09 100   

2 

Private Sector 
Support -  
Franchising  Loan N/A* 27.3

25-Feb-
09 N/A 31-Dec-15 0   

  Total Approvals 356           
Social and Agriculture Sectors  4.25 

1 

Social Fund III: 
MSEs Support 
Project Loan 2.69 55.1

11-Oct-
06 18-Dec-07 31-Dec-12 100   

    Grant   0.6  18-Dec-07 31-Dec-11 28.3   

2 
Ismailia & 
Nubaria Study Grant N/A** 1.7

18-Oct-
07 16-Oct-08 31-Dec-11 47.36   

  
Total 
Approvals     57.4           

Transport Sector & Waste Water sectors 3.64 

1 

NAVISAT 
Satellite Project 
Study Grant N/A** 0.6

20-May-
09 N/A N/A 0   

2 Gabal Asfar Loan 3.88 48.56 8-Oct-09 N/A 31-Dec-15 0   

  
Total 
Approvals     49.16         

Private sector 16.45 
1 Damietta  Loan N/A* 81.8 4-Dec-07 N/A 31-Dec-14     

2 

SME Support 
Project (2nd 
LOC to NBE) Loan 2.23 140.3

12-Oct-
05 12-Dec-06 31-Dec-09     

  
Total 
Approvals     222.1           

  GRAND TOTAL APPROVALS 1349.96           
 
N/A*  Project not yet effective 
N/A**  Ratings not required for studies 
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Appendix III: Similar projects financed by the Bank and other 
Development Partners 

Donor Project Dates Amount 
MSEs Support (SFD) 2007-2012 US 87.15 M ADB 
Franchising (SFD) 2009-2014 US 40 M 
FISC Rural 2004-2010 €18 M  

EU FISC Social (SFD) 2004-2009 €14.6 M 
CIDA BDSS (SFD) 2004-2010 €18 M 
GTZ SME promotion 

MoTI 
2005-2014 €11M 

Kuwaiti Fund Devt Poultry 
Industry (SFD) 

2007-2010 KD 26 M 
(US 100M) 

IsDB MSME in Upper 
Egypt (SFD) 

2009- DI 7 M 

Saudi Fund LoC for MSEs 
(SFD) 

Till 2014 SR 100M 
(US 26M) 

JICA SMEs devt (SFD) 2008- Yen 5194 
KfW SME devt (SFD) Till 2010 €5 M 
IFAD SME farmers (SFD)  Till 2012 US 15M 
USAID HEINZ GDA  US 7 M 
 Farmer 2 Farmer  US 4 M (approx) 
UN MDG fund Pro-poor horticulture 

Value Chain Dev 
 US 7 M 
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Appendix IV: Map of Egypt showing Project Area 
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TECHNICAL ANNEX A 
 
SECTOR BRIEF, COUNTRY’S DEVELOPMENT AGENDA AND DONOR SUPPORT 
 
Country and Sector Issues 
 
Poverty Analysis 
 
1. In recent years, Egypt has become a top reformer, achieving remarkable economic 
growth, reflected by an increasing GDP growth rate which reached 7.2% in 2007/8. Even during 
the recent 2009 Finance, Food and Fuel crises, Egypt managed to maintain a positive GDP 
growth rate of around 4%.  However, despite these achievements, poverty continues to persist, 
and many households have been negatively affected by the recent food crises. Evidence suggests 
that there has been a decline in income poverty, according to which 18.9% of the population 
lives in poverty down from 23.4% in 2004; however, extreme income poverty has increased, 
going from 6.6% to 9.1%. Extreme poverty is concentrated in rural areas and is chronic in Upper 
Egypt where it accounts for 40.2% of the population.  Economists attribute this phenomenon to 
unequal growth, which has negatively affected the elasticity of poverty reduction. During the 
period 2005-2008, as many as 48% of the total population has either remained in poverty or 
experienced losses.1  However, the GOE remains committed to reducing the percentage of 
people living under the poverty line from 20% to 15% by 2011/12. A number of initiatives have 
been undertaken in this regard, including increase in wages of the public sector, expansion of the 
ration card distribution and eligibility criteria, and holistic poverty reduction interventions such 
as the 1000 poorest village project. 
 
2. Poverty is concentrated in rural areas and in Upper Egypt.  Wide disparities exist between 
Upper Egypt (south) and Lower Egypt (north) and between rural and urban populations.  Poverty 
reduction in the 1990s was concentrated in Lower and Metropolitan Egypt, but poverty actually 
grew in Upper Egypt within the same period, exacerbating regional inequalities.  About three-
quarters of the poor live in rural areas, with 55 percent living in rural Upper Egypt.  In addition 
to lower consumption, rural dwellers and residents of Upper Egypt have less access to basic 
infrastructure and services, and are mostly non-wage workers in household enterprises, which 
limit their capacity to rise out of poverty.   
 
Employment Trends 
 
3. Egypt’s official unemployment rate is 8.4%, down from 9.6% in 2007. However, 
perceptions are that unemployment may be much higher.  There are approximately 750,000 new 
entrants into the labour market each year. The public sector, traditionally the largest employer, 
has for the past several years been restricting employment. As a consequence, the private sector 
is now positioned as the main driver for employment particularly within the MSME bracket.  
 

                                                 
1 “Economic Growth, Inequality and Poverty: Social Mobility in Egypt between 2005 and 2008.” Report No. 48093, 
published by the World Bank, in collaboration with the Ministry of Economic Development. April 21, 2009.   
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4. Despite varying data sets, there is a consensus that agriculture continues to be the main 
source of livelihood to 30 - 40% of all employed Egyptians2.  In particular, evidence suggests 
that in rural areas, agriculture provides approximately 58% of total employment.3 When 
disaggregated geographically, evidence suggests that agriculture provides 62.4% of the jobs in 
Upper Egypt, and 54.8% in Lower Egypt4.  However in the case of smallholder farmers who 
pursue subsistence farming, and which account for  a large majority in both Upper and Lower 
Egypt, income from agriculture is insufficient and in need of being supplemented by other 
sources. Income generated from agricultural activities accounts for 40.04% of rural income, 
while, non-agricultural activities provide 46.96% of rural incomes.5 Non-agricultural activities 
consist of government jobs in local administrations, micro and small enterprises, and home-based 
activities. Since public sector employment has been gradually reduced over the past decade, the 
MSME option is now the focus for alternative employment. 
 
5. The agricultural sector indirectly contributes to industrial employment. This is achieved 
through the forward and backward linkages between agriculture and manufacturing, whereby the 
latter provides essential inputs to the two single most important manufacturing subsectors –food 
processing and spinning/weaving– which provide 18.4% and 29.2% of industrial employment 
respectively.6 The importance of the sector for employment generation is therefore evident.   
 
6. However, it is important to note that growth in the agricultural sector may not generate 
substantial growth in employment within the sector, as much as it will contribute to job creation 
in other sectors, primarily in the MSE sector. The small size of the landholdings are such that 
agricultural labour is largely limited to the family members (39% and 46% of farmers in Lower 
and Upper Egypt respectively are family workers, and few persons employed as agricultural 
wage-earners.7) Accordingly, the project will seek to increase smallholder farmer’s household 
incomes, thereby spurring demand for additional services and goods, to be provided through 
MSMEs.   
 
The Agriculture Sector in Egypt 
 
7. The Agriculture Sector in Egypt is a key sector in the Egyptian economy, providing 
livelihoods for 55% of the population and directly employing about 30% of the labour force. 
Although contribution of the sector has fallen over time, it still accounts for about 17% of GDP 

                                                 
2 ‘Economic Growth, Inequality and Poverty: Social Mobility in Egypt 2005-2008” MNA Knowledge and Learning 
Fast Brief, No. 21, published February 2009 states 40%. The same publication, published by the WB and GoE in 
April 2009, states 36%.  The Working Paper entitled “Agricultural Productivity Growth, Employment and Poverty 
in Egypt, published by ECES, February 2008, states a rate of more than 27.8%. The Draft Policy Note, by the WB, 
December 2008.  
3 “Agricultural productivity growth, employment and poverty in Egypt.” Working Paper No. 129 by H.Kheir-El-Din 
and Heba El Laithy, February 2008. Published by the Egyptian Center for Economic Studies. P. 10 
4 “Agricultural productivity growth, employment and poverty in Egypt.” Working Paper No. 129 by H.Kheir-El-Din 
and Heba El Laithy, February 2008. Published by the Egyptian Center for Economic Studies. P. 12 
5 “Agricultural productivity growth, employment and poverty in Egypt.” Working Paper No. 129 by H.Kheir-El-Din 
and Heba El Laithy, February 2008. Published by the Egyptian Center for Economic Studies. P. 9. 
6 “Agricultural productivity growth, employment and poverty in Egypt.” Working Paper No. 129 by H.Kheir-El-Din 
and Heba El Laithy, February 2008. Published by the Egyptian Center for Economic Studies. P. 3. 
7 “Agricultural productivity growth, employment and poverty in Egypt.” Working Paper No. 129 by H.Kheir-El-Din 
and Heba El Laithy, February 2008. Published by the Egyptian Center for Economic Studies. P. 6. 
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and 20% of total exports and foreign exchange earnings. In addition, industries related to 
agriculture such as processing and marketing and input supplies account for a further 20% of 
GDP.  The total cropped area is estimated at approximately 14 million feddans with a cropping 
intensity of 180%. Farms are predominantly small with an average of about 1.4 feddans (1 
feddan = 0.42 ha) and with about 90% of the farms being less than 3 feddans. Around 3.5 million 
farmers cultivate holdings of about two feddans.  
 
8. Production is intensive and yields are relatively high compared with world standards in 
countries with similar agro-climatic conditions. Yields in the old lands are among the highest in 
the world for several key crops (e.g. rice, sugar cane, wheat, maize, cotton, and sorghum). 
However, this system is only applicable to about 8 million feddans (the rest is mainly desert), 
and Egypt still has to import about 40% of its food requirements. Most of the newly reclaimed 
desert areas use modern irrigation practices such as drip and sprinkler systems. Agricultural 
production can be divided into four groups, which are complementary and interrelated: major 
crops, vegetables and fruits, forest trees (lumber wood trees) and medicinal, aromatic and 
ornamental plant crops. The major crops in Egypt include wheat (used as a staple food crop), 
maize (used primarily as coarse grain for animal feed), clover, cotton, rice (grown only in the 
Delta and the Fayoum Governorate in Middle Egypt), sugarcane (grown in Upper and Middle 
Egypt), fava beans, sorghum and soybeans. The national wheat and maize production do not 
meet the current local demand and each year additional amounts have to be imported – up to 
50% of total consumption in the case of wheat. 
 
The Horticulture Sub-Sector in Egypt 
 
General Overview 
 
9. In Egypt, the horticulture production (vegetable and fruits) covers a wide range of 
products due to favorable climate conditions and irrigated agriculture, which allow the 
production of a large range of products virtually all year round.  The share of horticultural crops 
is 13% of the total land under cultivation, but represents 36 % of the value of all crops produced. 
Horticultural crops are produced in sufficient quantities to meet domestic demand and to provide 
some surplus for export. Vegetables are grown in about 1.3 million feddans. The main vegetable 
crops are potatoes, tomatoes, watermelons, beans, peas, onions, melons, garlic, peppers, 
cucumbers, sweet potatoes, cabbage, and leaf vegetable crops. Fruits crop and trees for timber 
are grown on approximately 1 million feddans. The main fruit crops are citrus, grapes, mangoes, 
dates, bananas, olives and deciduous and evergreen trees. Medicinal, aromatic and ornamental 
crops represent a rapidly growing farm business of importance for both domestic and external 
markets.  Smallholder farmers (1-3 feddans) are responsible for producing approximately 90% of 
all vegetables for the domestic market, medium farmers (3-5 feddans) produce around 7%, and 
large farmers (> 5 feddans) account for 3 % of the production.  
 
10.  Horticulture is practiced throughout Egypt; however, there is a regional disparity between 
Upper Egypt, where around 7% of the total area under horticulture production is located versus 
43% in Lower Egypt. It has been estimated that, in Lower Egypt, non-traditional crops account 
for 58% of the net revenue of smallholders. The share is 12% in Upper Egypt. This may be part 
of the reason why poverty is more widespread in Upper Egypt. Therefore it seems that an 
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increase in the proportion of non-traditional crops in Upper Egypt would most likely contribute 
to a reduction in the level of poverty.  The same horticultural products successfully grown in 
Lower Egypt can be grown in Upper Egypt with some competitive advantages: 1) fertile soil and 
water availability; 2) availability of arable land; 3) early harvest due to better climate conditions; 
4) availability of pest free areas; and 5) cheaper labour cost.  
 
11. The Government of Egypt acknowledges the importance and the potential of the 
horticultural sector. In this regard its agriculture strategy is focused on the enhancement of 
agriculture productivity in order to support competitiveness of agricultural products in the local 
and export markets. This will be achieved through a number of initiatives with focus on 
horticulture, particularly for crops requiring low water usage and/or with high potential for 
export. 
 
Potentials for the sector 
 
12. The potential for horticultural production is important with an annual increase demand 
estimated at 5.8% of fresh vegetables, amounting to around 809,000 Mt and 5.2% of fresh fruits, 
amounting to 614,000 Mt of fresh fruits (FAOSTAT, 2005). In addition the processing industry 
requires approximately 860,000 Mt per year to produce around 130,000 Mt of preserved fruits 
and vegetables, such as frozen vegetables and fruits, dehydrated vegetables, fruits and vegetables 
juices and concentrates, jams and canned vegetables. This increasing demand will have to be 
addressed through: (i)  the reduction of post-harvest losses estimated at around 30%, (ii) yield 
improvements and; (iii) expansion of areas under production.  
 
13.  Demand for horticulture crops in Egypt can be subdivided into four main categories: (i) 
for export; (ii) for local consumption; (iii) for high-end local use; and (iv) processing industry.  
The different types of horticulture produce in Egypt have similar value chain structure, involving 
four phases: input supply, production, trade/wholesale and retail. Depending on the channel the 
farmer is targeting, there will be specific requirements to adhere to throughout the pre and post 
harvest portions of the value-chain. 
 
14.  The export markets require adherence to strict standards of the horticulture produce.  In 
Egypt, like in many other developing countries, only few big exporters are engaged in this 
business. They have the required knowledge, skills, networking capabilities and finances to 
venture into export of horticulture produce. In the export market, the value chain structure 
includes contractual production as main difference. The contract farming demands different crop 
husbandry practices versus local markets: adherence to GlobalGap standards, planting and 
harvesting according to fixed schedule, pest/disease control according to export market 
regulations, pre and post-harvest handling to preserve the quality (quality checks before 
harvesting, on-farm sorting, packaging). The Horticulture Export Improvement Association 
(HEIA), operational since 1998, groups the main players involved in the export of horticulture 
produce in Egypt. To date, HEIA has approximately 400 members (exporters, packaging houses, 
growers, suppliers of logistics) and focuses on 7 exportable crops: citrus, grapes, pomegranate, 
capsicum, strawberries and mango.  
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15.  Quality requirements for the domestic markets are much lower. Often, the vegetables 
supplied to the domestic market by large and medium-size farmers are “rejects” or excess 
production for exports. Since the vegetables are not supplied through cold chains, their shelf life 
is very short. Local demand is much higher in Cairo than elsewhere, and there are several whole-
sale markets on the periphery of the capital city, which receive the fresh produce from different 
areas in Egypt on daily basis. These markets are controlled by the wholesale traders, many of 
whom conduct customary/informal agreements with farmers and intermediary traders for the 
supply of produce. Often, these agreements can involve credit to farmers to finance the 
harvesting of a certain produce, and reconciliation of accounts would follow the sale of the 
product.  
 
16.  There is an emerging market for high-end quality products for domestic consumption, 
spurred by demand from hyper retail stores such as Carrefour, Spinneys, and Hypermarket, as 
well as by the suppliers of 5 star hotels and restaurants, such as the newly established German 
MAKRO company. The appraisal team met with representatives from these companies, who 
confirmed that the main challenges for good quality local market supply include: bio-safety 
issues and traceability issues; irregularity in the supply of the product; limited value-addition 
efforts and use of poor quality material for packaging; limited species and varieties;  
 
17.  In fruits and vegetables for processing the annual demand is also rising by 9.9 % and 
12%. In addition, the emerging modern retail network, that although has still a low market quota 
of around 3-5 %, is having growth of 30% in frozen and other types of high quality preserve 
horticultural products (e.g. Carrefour). Quality requirements for the vegetable and fruit local 
processing industry are minimal. However, the producers of the raw material for the processed 
food exported to EU have to be GlobalGap certified and the produce is therefore categorized as 
export quality. 
 
Challenges: 
 
18. The onset of globalization and the new world trade framework has transformed the global 
agro food industry, establishing new transnational production and trading systems, spurring 
demand for new and exotic varieties, introducing new private food safety standards, and 
involving retailers and consumers in the characteristics of the final product (working conditions 
of farmers, environmental impact, fair trade practices, etc). Under this new, demanding and 
competitive global agro food system, the challenge is to integrate smallholders into the global 
horticulture value chain. Worldwide experience suggests this can be achieved through vertical 
integration with agribusinesses or exporters through mechanisms such as contract farming or 
linkges with farmer associations for collective strength. This requires smallholders to have 
access to better infrastructure, credit, market knowledge, upgraded technical skills in addition to 
an enabling environment.  
  
19.  In Egypt, there is little, if any, vertical integration of smallholders into the production 
supply chain (in horticulture as well as dairy sector).  The rural-urban linkages for agricultural 
produce are monopolized by a set of intermediary traders who set the rules and operate 
ruthlessly. The traders often are a source of credit for the smallholder who has limited access to 
formal finance, and accordingly it is the traders that manipulate prices to their own benefit. 
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Processors and exporters deal with also with theses intermediaries to gain access to products 
supplied by the smallholders. Most of the concerns voiced by processors and exporters alike 
relate to quality, irregularity of supply, pricing, and traceability. While this system is applied 
across the country, its implications are more acute in Upper Egypt where the smallholder farmers 
have lesser access than their counterparts in Lower Egypt to markets, know-how, credit, etc. 
 
20.  Some of the key challenges to overcome in order to integrate farmers from Upper Egypt 
into the above mentioned modern supply chains include: (i) lack of empowered farmer 
organizations with entrepreneurial capacity to sustain viable business relations (most of the 
farmer associations receive minimal capacity building and technical assistance); (ii) high 
transaction cost due to fragmented production and transport cost; (iii) inadequate infrastructure 
especially related to logistics-transport and cold chain infrastructure; (iv) limited access of 
farmers to finance and market information; (v) lack of skills to meet modern market demands 
(e.g. pre-harvest, harvest and post-harvest handling is rudimentary); and (vii) underdeveloped 
value chains unable to fulfill the increasing complex demands of the modern markets.    
 
21.  In addition, post harvest losses are considered amongst the more important challenges 
facing the perishable products sector in Egypt. They are estimated to reach up to 40%-60% of 
total production, resulting, mostly from losses in storage, transit and handling, further 
exacerbated by the extreme climatic conditions in some parts of the country within certain 
periods of the year and lack of adequate post-harvest facilities (including cooling and packing 
sheds, refrigerated transport, and cold storage).  
 
The Dairy Sub-Sector in Egypt 
 
General Overview 
 
22. Total milk production within Egypt is estimated to be 4.4 billion liters: 23% is used in the 
farms, 38% in the cheese and yoghurt production and 39% as liquid milk. Out of the 1.7 billion 
liters of liquid milk, 20% is industrialized milk (packaged milk) and 80% is loose milk (informal 
milk sector dominated by smallholders).  In addition, the few industrial segments involved in 
dairy processing are forced to import dried skim milk (770,000 Mt of non-fat dried milk in 
2007). The main reason for limited supply of milk to the industrial sector is the small and 
fragmented dairy farming and the lack of organization of the milk collecting units/centers.  
 
23. Egypt’s dairy sector is still largely traditional with a majority of the population 
consuming unpasteurized milk often delivered straight to the home in glass or aluminum bottles. 
It is estimated that nearly 80% of Egyptians consume milk that has not been properly packaged 
or pasteurized, and which consists of a mix of buffalo and cow milk. This high percent indicates 
potential for growth and a quality gap that producers will have to fill. The key characteristics of 
this sector are: (i) mainly primitive farms where around half of the dairy farmers are landless 
producing half the milk volume. It means that in most cases the milk producers do not have 
access to stable supply of good forage affecting the quality and quantity of milk produced; (ii) 
manual milking and unhygienic conditions; (iii) no chilled transportation and use of aluminum 
containers; (iv) chemicals are often added to extend shelf life; (v) sold informally in homes, 
markets and dairy shops and packing in plastic bags of 0.5-1 liter; (vi) lack of standards 
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pertaining to milk quality, which is a disincentive for farmers to produce hygienic and better 
quality of milk; (vii) dominated by individual farmers who lack the economics of scale and 
expertise to deal directly with the processor; and (viii) sector dominated by middlemen who 
control pricing. 
 
 
24. Considering Egypt’s population (around 78 million in 2007), annual consumption of 
dairy products per person is around 50 liters/year, while in developed countries, 
consumption reaches 200-220 liters/year. In this regard the Government is putting great 
emphasis on increasing the per capita consumption and modernizing its milk sector. The plan is 
to turn around the figures mentioned above being 20% loose milk and 80% industrialized milk 
by 2020. It is estimated that every year 6% of the population are converted to using packaged 
milk products. Awareness campaigns have been launched to educate people to use only packaged 
milk.  
 

 
 
Market Channels for Smallholder Dairy Products 
 
25. About 20% of milk produced by smallholders is consumed by the household while the 
other 80% is collected by milk collectors within villages, and directed to collection centers, local 
village processors or sold in local village markets. The milk collectors act as intermediaries, 
monopolizing the market at the village level and manipulating the prices to their best interest. 

 
26. Since most milk collectors do not use suitable quality control measures at the farm level, 
the product they collect from the smallholders is not suitable for packaging and selling by the 
large milk-producing companies. Instead, these companies use the milk collected from 
smallholders, as a last resort, for the processing of various types of cheese.  Therefore the milk 
collectors’ main clients are the local village processors, or the larger processors for dairy 
products.   See below a diagram of the supply chain for the smallholder dairy producers:  
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Challenges and Opportunities for the Smallholder Dairy Sector 
 
27. Egypt has a large potential in milk production, however the levels of efficiency and 
productivity in the sub-sector are low. Organization of milk producers groups, increased 
involvement of the private sector in marketing and feed distribution channels and facilities 
including chilling plants, provision of credit and advisory services to smallholders are essential 
to achieve such an improvement. 
 
28. Heavily anchored in the Egyptian society, the loose milk market is characterized by the 
low quality of the milk produced, the lack of knowledge and equipment of the smallholders, 
dominated by middle men and with considerable levels of adulteration. 
 
29. As mentioned earlier, the steady market growth is a big opportunity for milk producers, 
however the market trend indicates that the growth will be in the industrialized milk (packaged 
and treated milk) which is also aligned with Government’s plans regarding quality and food 
safety. In this regard, small dairy producers need to gradually shift from the traditional dairy 
business to a more modern supply chain model. Therefore, some steps need to be taken to 
support smallholders and small processors. These include:  (i) improving the supply of milk in 
quality in quantity through the establishment of milk producers groups which will facilitate 
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access to expertise, training and basic equipment (e.g. quality testing equipment and refrigerated 
transportation); (ii) promotion of well equipped milk collection centers (e.g. cooling tanks, 
quality testing equipment…) where quality premium prices could be applied. The quality bonus 
would contribute to the sustainability of the smallholder dairy sector. In this regard the producers 
groups could also become milk collection centers; and (iii) clustering of small milk processors 
(cheese makers) to collectively use raw material, packaging facilities, and to assist them in 
finding assured market outlets through contracting with retailers and exporters. 
 
Farmer Associations and Small Farmers 
 
30. Community based programs are more successful than individually focused programs 
which are by far too costly and time consuming. Farmer Associations (FAs) have proved that 
they are an appropriate institutional platform for small farmers to organize themselves in order to 
access agribusiness support services. Besides they can become enterprise incubators and even 
service providers for their members. Therefore, FAs can play a key role in overcoming the key 
challenges of the horticultural and dairy sector in Upper Egypt mentioned in previous sections.  
 
31. Exporters agree that they would not be able to buy high value crops from Upper Egypt in 
the absence of FAs as it is not feasible to deal with individual small farmers due to logistics 
constraints and the fact that they alone are not able to meet the quality and service standards 
required. The associations provide the essential economies of scale that buyers are looking for, as 
well as a single interlocutor for negotiations on prices, quality and quantities (i.e. contract 
farming). 
 
32. It is also important to mention that the FAs need to be specialized to succeed. In the 
export sector most exporters demand that farmers become organized into specialized farmer 
associations open only to members active in the production of horticultural crops. This would 
provide the following advantages: (i) contract could be signed with the entire group reducing 
administrative and logistical costs, being the association accepted as one production unit by the 
importers; (ii) GlobalGAP auditing and organic certification would be easier and cheaper; (iii) 
farmer association members can exercise peer pressure among members to foster compliance 
with agreements, production practices and delivery schedules; and (iv) specific training packages 
can be easily delivered. 
 
Support required for the FAs  
 
33. The USAID project Agricultural Export and Rural Income – AERI (2004-2007) 
supported the establishment and development of 149 community based service associations in 9 
governorates of Upper Egypt. Services included institutional assistance, technical advisory 
services, market linkages and funds for the set up of 3 post-harvest centers for 3 associations. 
Commissioning and start-up activities for these centers finalized by the end of 2008; however the 
insufficient provision of technical and managerial support to the associations has ended into 
inefficient and unsustainable centers. Furthermore, many of the created associations are actually 
hardly active. 
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34. Based on the lessons learned, the technical assistance of the present project is even more 
relevant as it has been proved that the mere provision of hardware does not secure the success of 
the FAs. Therefore, the technical assistance for the FAs will focus on: (i) technical (production, 
processing-handling and standards) and management (including marketing) aspects to meet 
market demands and secure sustainability of the associations; and (ii) working with successful 
existing FAs that are willing to make a step forward in the value chain, rather than supporting the 
creation of new ones. 
 
35. To this effect, the interventions of the Capacity Building component of the project will 
have to address the bottlenecks of the Horticultural and Dairy Sub-Sectors with the aim to 
improve the competitiveness of the FAs in these two sub-sectors. This will include: (i) 
management of Farmer Associations (business and entrepreneurial skills); (ii) contract farming 
(quality, service and cost aspects); (iii) Traceability, Quality Control & Certifications 
(GlobalGap, HACCP…); (iv) Best practices for Animal Health/Nutrition and Milking Hygiene at 
farm level (for dairy); (v) Pre and Post-Harvest handling and Cold Chains; (vi) Processing 
Technology and Product Packaging (value addition and preservation); (vii) Transportation (from 
farm to processing centers and local/export markets); (viii) Production: technologies, varieties 
and  planting-harvesting calendars (for horticulture); and (ix) Market Information: identification 
of domestic and overseas markets. 
 
Micro and Small Enterprises Perspective 
 
Definition 
 
36. Articles 1 and 2 of Law141/2004 for Small Enterprise Development defined Micro 
enterprises as “every individual undertaking or business entity engaged in economic, productive, 
service or commercial activities with an invested capital limited to L.E.50,000.” Small 
enterprises are defined as “every individual undertaking or business entity engaged in economic, 
productive, service or commercial activities with invested capital ranging from L.E.50,000 up to 
L.E. 1 million, and a number of employees not exceeding 50.”  The Law does not define 
medium-sized enterprises, because it does not apply to them, and they fall outside the purview of 
SFD. In addition, the number of medium sized enterprises in Egypt is limited, reflecting what is 
termed as “the missing middle syndrome.” As a result, the proposed project will focus on the 
Micro and Small Enterprises (MSEs). The medium sized enterprises are being supported by the 
Bank through its Public Financial and Private Sector windows, and as a result they fall outside 
the scope of this project. 
 
Role of MSEs in Egypt’s Economic Development 
 
37. As explained earlier, given the growing need for employment creation, the issue of MSE 
development ranks high among GOE’s priorities for socio-economic development.   GOE has 
repeatedly emphasized the importance of MSEs and medium-sized enterprises for the country’s 
economic development as they are regarded as very effective engines for growth and job 
creation. The number of MSEs in 2008 was estimated to be around 5 million economic units, 
compared to 3.3 million in 1998. These enterprises account for over 99 percent of non-
agricultural private sector employment, which is about 40 percent of total employment. A recent 
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update of the M/SME profile, indicates that 93.7% of all establishments in Egypt are micro 
enterprises (employing less than 5 people), with 53% of these engaged in trade related activities, 
mostly of household commodities, including food and beverages. The M/SME profile update 
also revealed that in the informal sector, the largest concentration of employment falls within 
enterprises that employ from 1-4 workers, (micro enterprises) accounting for almost 2 million 
workers and representing around 60% of the private non-agricultural informal sector’s 
workforce. 
 
38. The Small Enterprises Law 141 of 2004 made provision for the development of a national 
Micro and Small Enterprises Development Strategy.  In 2007, the Prime Minister (and Chairman 
of the SFD Board) directed the Social Fund for Development (SFD) to formulate such a national 
strategy.  The SFD led the formulation of the strategy in coordination with the Ministry of 
Finance, key private sector experts and Development partners.   
 
39. This National Micro and Small Enterprises Development Strategy lays out a framework 
to realize the vision of “a favorable and supportive environment for micro and small enterprises 
to start, grow, and be competitive in domestic and global markets, and play an effective role in 
the socio-economic development of Egypt”.  The Strategy includes six major goals and 15 
measurable objectives, each supported by a number of recommended priority actions.     
 
40. Effectively implemented, the National Micro and Small Enterprises Development 
Strategy will lead to an expanding micro and small enterprises sector.   A 30 percent increase in 
the number of micro and small enterprises by 2013 (addition of close to one million) and an 
increase in the average size of micro and small enterprises from 2.3 to 2.5 workers are projected 
to result in an additional 2.25 million micro and small enterprises job opportunities over the next 
five years (average of 450,000 per year).  The Strategy also anticipates a micro and small 
enterprises sector more capable of pursuing increased market opportunities in higher value-added 
areas of activity with higher quality and productivity.  Thus, the National Micro and Small 
Enterprises Development Strategy will contribute towards improvement of national priority 
parameters, specifically, increased GDP, employment generation, higher industrialization, 
enhanced competitiveness, export development, and reduction of poverty through expanded 
income generation. 
 
Challenges and Constraints of the MSEs 
 
41. The qualitative features attributable to MSEs in Egypt are: (i) weak management, (ii) low 
quality products, (iii) set up in single ownership structures, (iv) limited market penetration, (v) 
limited access to formal credit markets, (vi) weak innovation capacities, (vii) no investment in 
land or building (about 84% operate in rented premises), (viii) little fixed capital, (ix) minimum 
levels of inventory, and (x) lack of linkages with the medium to large scale enterprises. 
 
42. Several diagnostic studies have been carried out in Egypt in order to understand the 
nature of Egypt’s MSEs, their requirements, and the most effective means of addressing those 
requirements. The consensus opinion of these studies is that three essential challenges need to be 
addressed in order to have a sustainable program of MSEs development. These challenges are: 
(i) improvement in the business and regulatory environment: to address such issues as difficulties 
in business registration and licensing, (ii) technical assistance to MSEs in such critical areas as 
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management development and business planning, product design and quality assurance, access to 
technologies and markets, etc., and (iii) enhancement of MSEs’ access to financial services, 
including improvements in the capacity of financial intermediaries to adequately service MSEs. 
 

43. Whereas recent Government reforms have led to improvements in the business and 
regulatory environment, access to finance of micro and small enterprises remains a significant 
binding constraint in Egypt, holding back growth and job creation. Despite the progress made by 
the government, and especially the SFD in recent years, only an estimated five percent of the 
potential microfinance market currently receive credit, and the CBE reports that bank loans to 
micro and small enterprises remains limited to less than one percent of total loans. There has 
been sharp decline in private credit relative to GDP, from 65 percent in 2003 to 40 percent in 
2008, as well as a decline in the loan-to-deposit ratio from 70 percent to 50 percent in the same 
period. This is also in line with the 2009 Investment Climate Assessment (ICA), and the 2008 
Access to Finance and Economic Growth Report, which highlighted that access to finance is a 
major constraint to micro and small firms.   

 

44. While finance is constrained by the supply of funds, the limited lending to micro and 
small enterprises is also due inter alia to their opacity, lack of capacity to prepare a business plan 
and loan application, inadequate banking skills in extending credits to micro and small firms, 
relatively high administrative costs of small scale lending, remaining deficiencies in financial 
infrastructure, and lack of knowledge about microfinance best practices. Despite the progress 
that has been achieved, problems that hinder lending remain. The new credit bureau is still 
expanding and cleaning its database and is not yet providing credit scoring of micro and small 
enterprises. Also, a functional system of moveable collateral that would also facilitate lending to 
small firms has not been introduced yet. 

 

45. The recent global financial crisis threatens to increase the constraints on micro and small 
enterprise’s access to finance. The crisis is also bringing slower deposit growth, declines in 
capital inflows, higher loan portfolio provisioning, increased demands for liquidity and security 
by banks, and increases in government borrowing to finance larger fiscal deficits as well as the 
withdrawal of some of the major donors. All these developments are likely to leave less credit 
available for the private sector. Within that context, growth and employment are likely to be 
stunted by a lack of credit unless mitigating actions are taken. Growth is needed to increase 
productive employment, to absorb new entrance to the labor force estimated as around 750,000 
jobs per year.  

 
The Microfinance Sub-Sector in Egypt 
 
46. For many years, Egypt has been the leading country in the MENA region in the area of 
microfinance, with the highest number of active microfinance borrowers and the largest 
outstanding loan portfolio. Microfinance activities in Egypt are focused on poverty reduction and 
MSE promotion, and virtually all of Egypt’s microfinance initiatives are supported by 
government agencies (including the SFD) and/or bilateral and multilateral donors. So far, this 
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support has not been adequate to fully satisfy the vast nature of demand nor ensure the 
sustainability of access to financial services for the economically active poor.   
 
Regulatory Context  
 
47. In order for the microfinance industry to bridge the outreach gap and ensure sustained 
access to financing for the economically active poor, it will be necessary to gradually integrate 
the microfinance industry into the formal financial sector.  However, the current regulatory 
environment for microfinance in Egypt exhibits a number of constraints including: (i) lack of 
clarity among government policy regarding the promotion of microfinance, (ii) government and 
donor sponsored subsidized credit schemes and client targeting distort the market for 
microfinance services, and (iii) legal framework for NGOs not adapted to microfinance (e.g. 
NGOs not permitted to collect savings, have difficulty accessing bank funding, and have 
governance structures not suited to the provision of microfinance, NGOs supervised by Ministry 
of Social Affairs which does not have special regulations regarding microfinance). However, an 
Action Plan has been drawn up as part of the national strategy for microfinance, which contains 
macro level actions geared towards the creation of a conducive regulatory environment which 
supports some aspects of self-regulation. 
 
National Strategy for Microfinance 
 
48. The National Strategy for Microfinance is the product of a two year development process 
funded by international donors and involving the participation of a comprehensive group of 
stakeholders.  The strategy which uses a holistic Sector Wide Development Approach is based 
on the premise that the commercialization of the microfinance industry promotes 
competitiveness and continued innovation, thus redirecting the trajectory of this sector from a 
subsidy-based to a market-induced approach. In this regard, emphasis has been placed in 
building inclusive financial systems that integrate the financial services needed by the poor, and 
the institutions that provide and support them into the overall formal financial sector, thereby 
empowering the poor to make critical decisions about their work, their life, and the welfare of 
their households. Gender equality, independence from donor support, and industry coordination 
are guiding principles for the strategy.    
 
49. The strategy is built upon two core beliefs. The first being that the economically active 
poor and micro enterprises will be best served when they have access to a wide range of services 
for the best possible price; a choice between different financial services and multiple providers; 
and access to accurate information on which to base their choices. The strategy is therefore pro-
poor in the sense that rather than discriminating in favor of one target group to the exclusion of 
others, the services and products that are made available on the market are more attractive to the 
poor than they are to the non-poor.  
 
50. The second core belief is that the achievement of the above objectives is most likely to 
occur when there is a free market for microfinance with multiple competing providers that are 
able to develop and deliver services that respond to client needs. An Action Plan has been drawn 
for the operationalisation of the strategy.  With a mandate to lead the coordination and 
development of the MSE sub-sector following the issuance of the Law 141/2004 for MSE 
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development, the SFD has been an important player in this process, and is expected to provide 
leadership for its implementation.   
 
Microfinance NGOs 
 
51. The initial reluctance of the bulk of the formal banking sector to engage in microfinance, 
and the lack of familiarity of the formal financial sector with the specificity of microfinance and 
with the particular needs of its clients has encouraged the disbursement of micro-credit funds 
through NGOs. The NGO sector has been the pioneer provider of micro-lending services, and it 
is primarily due to its efforts that the profitability of microfinance has been established.  
Possessing an excellent understanding of local markets, NGOs have proven themselves able to 
flexibly provide microfinance services to relatively small client groups.  
 
52. The National Strategy for Microfinance has identified two categories of NGOs that are 
engaged in micro-lending. Those that are doing so on a relatively substantial scale are referred to 
as ‘specialized’, with an expressed desire to transform into specialized MFIs, managed by boards 
that possess not only a strong business background and ethos, but also an awareness of 
microfinance “best practice”.  The second category of NGOs, referred to as Community 
Development Associations (CDAs), occasionally include microcredit as a component of broader 
community development programs. To date, these CDAs are content with the current modus 
operandi, and have no ambition to transform into MFIs.  The national strategy also gives 
particular attention to addressing some of the legal and regulatory constraints limiting the role of 
NGOs as financial intermediaries. For example, under Law No. 84 of 2002, NGOs are not 
allowed to capture deposits as a means of raising capital for refinancing. At the same time, they 
are unable to meet the prohibitive capital requirements for establishing themselves as specialized 
microfinance banks, which means that their ability to develop and introduce innovative 
approaches to servicing the industry is severely curtailed.  To this end, the TA program under the 
Bank-funded MSEs Support Project is supporting policy advocacy activities geared towards 
encouraging reforms of Law 84/2002 in an effort to help build an all inclusive financial system 
with an active role for NGOs. A strategy geared towards the use of post offices for microfinance 
delivery is also under consideration by the GOE and SFD.   
 
53. In addition to these legal and regulatory constraints, NGOs face additional constraints 
such as weak institutional capacity, including inadequate reporting (clear and transparent), and 
weak governance structures. To this effect, the EU and KfW have embarked on technical 
assistance programs geared towards addressing these constraints.   
 
Microfinance Practices in Egypt 
 
54. Most microfinance providers extend either individual or group loans targeting the 
economically active poor to enhance household income. Loan sizes offered through microfinance 
providers range between LE 200 and LE 5,500 and average LE 1,100 and are extended for terms 
from six months to two years.  Most loans are secured with personal guarantees or post-dated 
checks. Peer group guarantee mechanisms are also being used in some NGO schemes. Most 
microfinance providers provide loans at interest rates of between 10 and 12%, while an 
increasing number of best practice institutions charge rates as high as 18% (most often charged 
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flat).  While loan repayment is sometimes collected weekly (more common in rural areas) and bi-
annually, monthly payments predominate (more common in urban areas).  Overall repayment 
rates are relatively high at 95%.  Loan officer productivity averages between 130 and 150 clients 
per loan officer. 
 
Supply and Demand Issues 
 
55. The engagement of a number of banks together with NGOs has contributed to the growth 
of microfinance in Egypt.  However, the access of poor and low-income households to financial 
services remains lacking in terms of both service outreach and product diversity. The outreach 
gap estimate reported in most studies is 90%.  It is estimated that as of December 2008, there 
were 1,067,107 active microfinance clients, with an outstanding loan portfolio of about US$280 
million. With a penetration rate of just about 10%, Egypt has the lowest access to finance rate in 
the region.  A recent SFD study estimated that a total of LE 8.5 billion is needed to meet 
unsatisfied demand within the MSE sub-sector. To assist the SFD in meeting this demand, 
donors new to the microfinance sector in Egypt, such as the World Bank, the Islamic 
Development Bank, JICA and OFID, are in the process of discussing with SFD on the possible 
financing of its microfinance program.  
 
56. Therefore, there is a large unmet demand which would need to be satisfied. This would 
require the mobilization of additional capital guided by the “best practice” principle of building 
sustainable financial systems at all levels. The SFD is collaborating with the Egyptian Postal 
Offices to establish a not-for-profit microfinance management entity which would use the post 
offices to provide loans to economically active poor in rural and semi-urban areas of Egypt, 
thereby extending the outreach of microfinance.  The proposed project would use this new 
implementation mechanism, thereby assisting the SFD in addressing this key constraint taking 
into account the important role that MSEs play in Egypt’s socio-economic development, 
especially in relation to job creation for the new entrants in the labour market, and in enhancing 
the income generating capabilities of the economically active poor 
 
Donor Support 
 
57. MSME development in Egypt has, over the past several years, been gaining wide donor 
support by entities such as USAID, the Saudi Fund, the Kuwaiti Fund for Economic 
Development, CIDA, JICA, GTZ, AFD, in addition to multilateral institutions such as the EU, 
the World Bank, the Islamic Development Bank, and the African Development Bank. Support is 
either provided directly to financial intermediaries such as banks, NGOs and business 
associations, or channeled through SFD. On its part, SFD is increasingly focused on lending 
activities and hence its funding will essentially rely on long-term loans. Owing to its mandate 
and unique position, SFD has access to competitively priced (indeed concessional) long-term 
loans from various development agencies denominated in foreign exchange.  At the moment, 
SFD is actively discussing other funding proposals amounting to approximately USD 623M with 
development agencies.8 

                                                 
8  Expected funding includes: IFAD - USD 14M;  OPEC - USD 22M; IsDB - USD 27M; World Bank – USD 300M; 
Chinese Dev. Fund – USD 140M; Abu Dhabi Fund – USD120M.  
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58. The Bank collaborates with other development partners in Egypt through the Development 
Partners Group (DPG). The DPG coordinates thematic sub-groups covering various topics such 
as SMEs, Health, Gender and Development, Environment and Energy, Natural Resources, Food 
Supply, and the Financial Sector Reform. The United States and the European Union are the 
largest providers of development assistance to Egypt with other major donors being the Bank, 
the World Bank, the European Investment Bank, Japan, Germany, France, Canada, the Kuwaiti 
Fund for Economic Development, the Saudi Fund, the Islamic Development Bank, and the UN. 
The Bank actively participates through the Egypt Field Office (EGFO) in all formal DPG 
meetings and coordination activities and co-chairs the health thematic sub-groups. In addition, 
EGFO maintains close direct contacts with the development partners who are active in the areas 
of Bank interventions. 
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TECHNICAL ANNEX A2 
THE SOCIAL FUND for DEVELOPMENT (SFD) 

 
 
Legal Framework & Mission  
 
1 SFD was first founded in 1991 under the auspices of the UNDP and is an autonomous 
wholly state-owned entity established for the mission of helping in poverty reduction, 
employment creation and small enterprise development. Although Presidential Decree No. 40 of 
1991 established SFD, subsequent decrees expanded its scope. These decrees include the 1999 
Presidential Decree No. 434 that created Small Enterprise Development Organization (SEDO) 
within SFD as an entity responsible for small enterprise development. Law 141/2004 
promulgated in 2004 further defined and elaborated SFD’s legal mandate with respect to the 
development of MSEs.   
 
Organization & Management  
 
2. The SFD Board of Directors is chaired by the Prime Minister of Egypt and comprises of 
13 prominent members representing key public, private and civil society organizations. The 
composition and diversity of the Board highlights the importance GOE attaches to SFD in the 
country’s socio-economic development efforts, especially in relation to job creation and poverty 
reduction. The Board meets at least four times a year and is responsible for policy formulation, 
ratification of agreements, and the supervision of the SFD management. The Board members are 
appointed by the Prime Minister for a renewable term of 5 years. 
 
3. The Managing Director (MD), appointed by the Prime Minister, is responsible for the 
day-to-day management and administration of the SFD complex. He is assisted by a team of six 
General Managers, each managing and supervising specialized groups: (i) the Small Enterprise 
Development Organization, (ii) the Micro Finance Central Sector, (iii) the Finance & 
Administration Group, (iv) the Planning & Monitoring Group, (v) the International Cooperation, 
Communications & the Public Relations Group, and (vi) the Internal Audit Group. The activities 
of the latter four business groups are along their functional lines as signified by their 
organizational names while the core financing activities of SFD fall within the operations of the 
Small Enterprise Development Organization (SEDO) and the Micro Finance Central Sector 
(MFCS).   
 
4. SEDO is the largest program with the objective of helping to establish financially 
sustainable operations that will create employment opportunities. SEDO provides two main 
services to MSEs that otherwise have little or no access to the formal financial system: (i) 
provision of financial services through an on-lending program and; (ii) provision of non-financial 
services such as training, technical assistance and know-how transfer. In December 2008, SEDO 
was restructured into two main divisions: the Business Development Sector and the Credit Risk 
Sector. The Agribusiness Unit falls within the Business Development Sector and has the 
following objectives: (i) to raise awareness on the concepts of agribusiness; (ii) to provide 
financing to small agribusiness; (iii) to facilitate business linkages between smallholder farmer 
associations and large scale agribusiness companies; (iv) to conduct regular value chain 
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assessment of select commodities; (v) to support smallholder farmer associations; and (vi) to 
work closely with other Government agencies in ensuring compliance with good agricultural and 
environmental practices. MFCS is responsible for SFD’s microfinance and micro enterprise 
development operations. The MFCS operates as a self-sustaining profit centre and as result, has 
recently developed a strategic plan and a medium term Business Plan for its operations. The 
proposed project will seek to support the financing gap identified in this business plan.  
 
5. SFD has a regional network of 29 offices across the governorates, ensuring coverage of 
all governorates within Egypt. The regional offices are adequately staffed with dedicated officers 
assigned to both the small and micro enterprise sectors. The regional officers assist in the various 
stages of project cycle from preparation to evaluation, and are instrumental in facilitating 
linkages between the beneficiary enterprises and the PFIs.   
 
6. The SFD management has put in place an effective internal control system to ensure the 
integrity of its financial operations and provide assurance to its Board and donors that assets are 
safeguarded and that adequate records are maintained for the Fund’s activities. In this regard, the 
Internal Audit Group conducts audit to ensure the adequacy, effectiveness and relevance of 
control measures. Weaknesses are reported to the Board and follow-up actions taken. 
Furthermore, SFD has been regularly audited by independent external auditors. The multi-donor 
review of the SFD conducted in 2004 concluded that in general corporate governance has 
improved within SFD since 2002. 
 
Staff and Training  
 
7. The current staff complement of the SFD stands at 1,153 staff members, including the 
senior management and staff which make up 6%, professional category which represent about 
46% of staff while clerical, secretarial and support staff account for the rest. The bulk of SFD 
staff is in the branch offices which together account for about 53% of the staff or some 608 
positions and this enhances SFD’s outreach throughout the governorates of the country. The 
number of female staff in SFD is estimated at about 25% with under 25% representation at senior 
management level. In terms of staff training and development, SFD spends significant amounts 
of financial resources for training and development opportunities for its staff. Over the last two 
years key training events undertaken within SFD were in (i) procurement, (ii) microfinance; 
micro and small enterprise development; (iii) risk-based internal audit; and (iii) credit control 
and management.  Further staff training is envisaged under the ongoing MSEs Support Project 
after the completion of a Bank-funded Training Needs Assessment. As the SFD move towards 
active engagement in agribusiness development, there is a need to train some of its core staff in 
agribusiness lending. The field officers would also need to have their agribusiness and value 
chain assessment skills developed.  
 
Operational Policies and Procedures 
 
8. SFD’s lending policies are contained in its Credit Policy Document which was approved 
by SFD’s Supreme Credit Committee in April 2005. The policy adopts international best 
practices, such as use of market-based interest rates for all the lending operations, and use of 
internationally recognized rating models such as GIRAFE and Bankers Almanac for 
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intermediary NGOs and Banks. It details the risk management strategies (for both business and 
credit risk assessment), loan pricing policies, selection and eligibility criteria for intermediaries 
and MSEs that can benefit from SFD resources. The Credit Policy articulates SFD’s business 
strategy directed towards enhancing job creation and poverty reduction. In this regard, there is 
also an inherent social dimension to the policies, such as ensuring that the outreach of its 
operations reaches out to the social and economically excluded as well. 
 
9. Operating under the insurance law, and consequently supervised by the Egyptian 
Insurance Supervisory Authority, the Cooperative Insurance Society (CIS) for small and medium 
enterprises was established by SFD as an independent and autonomous entity, that would provide 
credit guarantee services to small enterprises borrowing SFD funds, especially through 
intermediary banks. Under the scheme, CIS guarantees payment of 80% principal owed by the 
defaulting MSE while SEDO takes the risk of 10% and the financial intermediary take the 
remaining 10%. As a result of the scheme, financial intermediaries do not require any additional 
collaterals or third party guarantees from the clients. Although, it is noted that excessive reliance 
on the credit guarantee scheme could lead to moral hazards among financial intermediaries, the 
scheme has been used by SFD to encourage the banks to take up the role of intermediaries and 
facilitate access to financing for the MSEs. However, in order to further diversify the guarantee 
opportunities for the MSEs, SFD is currently exploring options for collaboration with other 
guarantee schemes.  
 
10. To ensure gender mainstreaming in all SFD programs, it was set, as a policy, that at least 
25% of the targeted beneficiaries should be females. The multi-donor review carried out in 2004 
found that 32% of SEDO clients who received loans were women. In addition, a number of 
Business Women Associations have already requested to act as implementing agencies for SFD’s 
micro finance operations.  Furthermore, the target beneficiaries of the community development 
program include at least 25% females.  In addition, some of the community development 
programs such as literacy classes and health programs mainly target women. As of May 2009, 
Females represents 51% of the MFCS loan portfolio amounting to EGP 833,757,959 and 65% of 
the MFCS no. of loans amounting to EGP 487,986.  
 
Management Information System (MIS) 
 
11. SFD has enhanced its MIS with support from the EU. The Oracle-based MIS is web-
based and supports organization-wide online links including all the regional offices. The 
upgraded MIS is expected to (i) improve SFD’s loan management, and (ii) support online 
transaction processing hence improving timeliness and accuracy of information available for 
decision making. However, despite this development, SFD does not have a coherent Monitoring 
& Evaluation Plan, thereby, limiting its ability to maximize the gains it can get from its improved 
MIS. The ongoing Bank-funded MSEs Support Project is addressing this constraint by 
supporting the development of an M & E Plan as part of the project’s technical assistance 
program. 
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Operational Performance 
 
12. Microfinance Loan Portfolio Quality: Since SFD began implementing 
microfinance programs in 1992, it has promoted 15 programs involving 505 contracted projects 
with approximately 441 NGO intermediaries and one bank.  As of May 30, 2009, MFCS has 387 
active loan contracts with intermediaries, with a total contract amount of EGP 548 million 
contracted with NGOs.  EGP 495 million has been disbursed and EGP 373 million remains 
outstanding.  The intermediaries have on-lent 750,748 loans worth EGP 1.6 billion to micro 
enterprises of which 216,531 loans worth EGP 429 million remain outstanding but not yet due 
for repayment.  These funded projects have enabled the creation of 899,299 jobs. About 51% of 
the portfolio is to female borrowers. Overall average loan size is approximately EGP 2,177.  
 
13. SEDO Loan Portfolio Quality: SEDO operates a lending program focussed largely 
on bank intermediaries that work directly with clients. The number of intermediaries increased 
up to 21 banks as at December, 2008 with more than 877 branches covering all governorates in 
Egypt. It also has a nascent direct lending operation, which is being used cautiously to finance 
sound operations that for various reasons, may not meet the traditional bank requirements. As at 
December 31, 2008 SEDO and its partner banks have provided loans for 276,229 projects for a 
total loan value of EGP 7,223,366,219 billion. Regarding its efficiency, SEDO’s portfolio (as at 
31 December 2008) had 98,564 active loans representing a total outstanding balance of EGP 
2,036,908,089 including EGP 18,094,016 for loans in grace. Regarding its effectiveness, the 
exposure of the majority of SEDO’s portfolio (97%) is with banks and has no arrears. SEDO has 
also a small volume of loans (3% of its portfolio) to non-bank financial intermediaries (third 
party organizations) that present some arrears, which currently stand at 50% of the portfolio to 
third-party organizations. But more important is that the loan portfolios of the intermediary 
banks to their end-beneficiaries continue to be in need of serious attention. The arrear ratio of the 
SEDO loans of all banks (from one day to 360 days of late payment) amounts EGP 215,591,317 
representing 10.6% of the portfolio. SEDO has taken measures to prevent recurrence of non-
performing loans in its portfolio to non-bank financial intermediaries.  Such measures include: (i) 
enforcement of rigid scrutiny into the capability of non-bank financial intermediaries at the time 
of individual project appraisal by the credit committees of SFD, and (ii) incorporation of a 
tranche disbursement mechanism into individual contracts specifying that the second and 
successive transfers shall be made only after official audit is conducted by the auditor of SFD on 
actual utilization of prior transfer. Furthermore, the Bank-funded Financial Sector Reform 
Program has supported the Banking sector in Egypt with a view to controlling the level of non-
performing loans.  
   
14. The number of jobs created by the enterprises financed by SEDO from 1992 is estimated 
to be 1,200,000 jobs. The distribution of the portfolio by economic sector shows that the projects 
funded by SEDO have been implemented in five main sectors including the Trade sector ( 40% 
in value and 33% in number of projects), Livestock production (22% in value and 34% in 
number), Services ( 22% in value and  18% in number), Manufacturing Industries ( 14% in value 
and  13% in number) and Diverse vocations (1% in value and 1% in number).  Only 28% of the 
total enterprises financed by SEDO are owned by women. This percentage is far below the 
targeted 35% agreed between SFD and all intermediary banks. This Project will strive to achieve 
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this percentage by setting it as a Key Performance Indicator (KPI) and providing specific women 
entrepreneurship training activities under the capacity building component of the project.. 
 
Financial Review 
 
15. SFD’s balance sheet grew from EGP 5.2 billion in 2004 to EGP 6.1 billion in 2007 or at 
approximately 5% per annum. This growth is largely driven by the increase in the loan portfolio 
that grew from EGP 1.9 billion (or 36% of the asset base) in 2004 to EGP 2.7 billion (or 44% of 
the asset base) in 2007. The grant portfolio grew relatively slowly from EGP 1.9 billion to EGP 
2.2 billion over the same period, leading to a slight decline in the relative share of the grant 
portfolio as a percentage of the asset base. SFD’s Accumulated Surplus increased from EGP 0.96 
billion in 2004 to EGP 1.19 billion in 2007, which provides a good level of capital adequacy for 
the organization’s operations. SFD’s liquidity is considered to be adequate as its funds held in 
banks are sufficient to meet demands essentially from both projects and obligations pertaining to 
long-term loans. 
  
Prospects and Operations Forecast 
 
16. Future prospects of SFD would be guided by the country’s economic policy orientation 
as set out in GOE’s National Development Plan (2007-2012) especially with regards to the need 
to generate annually over 750,000 job opportunities. SFD has a pivotal role to play in this job 
creation endeavour by supporting the growth and development of MSEs. The NDP has set a 
target of 1.4 million jobs to be created by SFD over 5 years. Consequently, SFD lending is 
expected to grow by at least 15% annually over the next five years.  
 
17. SFD’s lending activities are financed by (i) long-term loans and (ii) grants, and additional 
funding is provided by (iii) accumulated surplus generated by its operating activities. For its 
activities under the MFCS, currently active long-term loans are projected to decrease by a third 
from its 2006 level of EGP 332 million to EGP 221 million at the end of 2010 due to loan 
repayments to financiers.  The operations forecasts assume that fund raising efforts will attract 
additional long-term loans amounting to EGP 100 million per year beginning in 2007 for a total 
of EGP 400 million by 2010.  This conservative approach assumes that grant funding will be 
increasingly difficult to secure, and allows consideration of the financial expenses associated 
with raising capital (as well as the need to generate an operating surplus as the primary means to 
increase “equity”).  Correspondingly total long-term loans will almost double between 2006 and 
2010 from EGP 332 million to EGP 621 million. SEDO’s strategic plan targets the creation of 
876,255 job opportunities during the period 2009- 2013. To achieve this target and to cover the 
gap of funds needed, SEDO is requesting resources equivalent to EGP 12.32 billion.  
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TECHNICAL ANNEX A3 

THE INDUSTRIAL MODERNISATION CENTRE (IMC) 

 
1. The Government of Egypt’s Industrial Strategy 2005-2011 seeks to attain the following 
objectives: increase industrial employment from 1.1 million workers to 2.4 million workers; 
increase industrial exports from LE18 billion to LE 42 billion by the end of the period; and 
increase industrial investment from LE 12.1 billion to LE 45 billion. The IMC is one of the main 
arms established by the GoE to achieve these goals and as such will be used to implement the 
value chain development activities of the proposed project.  

2. IMC was established by presidential decree number 477/2000 as an independent body to 
implement and coordinate the modernisation of the Egyptian Industry under the EU-supported 
five-year Industrial Modernisation Programme. Accordingly, upon its establishment, IMC was 
jointly funded by the European Union, the Government of Egypt and the Egyptian Private 
Sector. As of 2006, IMC has become a sustainable industrial development agency, with funding 
by the Government of Egypt. The vision of IMC is "to be the leading Egyptian Development 
Agency for industry contributing to competitiveness, economic growth, export growth and 
job creation," largely based on public private partnership models. The IMC supports the 
development and technological needs of industrial enterprises through holistic approaches to 
increase competitiveness. These approaches include areas such as human resources development, 
research and development, technology transfer, information systems, mobilizing finance and 
investments, and quality assurance. Furthermore, through close coordination with the Ministry of 
Trade and Industry (MoTI), IMC contributes to the development and formulation of industrial 
policies in addition to being an executing agency for implementation. 

3. IMC’s beneficiaries are industrial private-sector enterprises, members of the Egyptian 
Federation of Industries, which have 10 or more full-time, socially-insured employees. The 
services provided by IMC are offered on a cost-sharing basis, based on IMC’s funding criteria 
which are: (i) funding by IMC should not exceed 10% of the annual turnover of the enterprise; 
(ii) return on investment ratio of the service provided should be 1:10 of annual exports/sales; (iii) 
IMC cost-sharing percentage starts at 80% for services up to €50,000 gradually decreasing to 
60% services costing up to €0.5 million.         

4. Of the total number of industrial enterprises amounting to 26,800 enterprises, it is 
estimated that 54.1% have less than 10 full-time employees, while 45.9% have over 10 full time 
employees. The latter are eligible to be served by the IMC. Of the 12,355 industrial enterprises 
with over 10 full time employees, a majority of up to 67% have between 10-49 workers, while 
22% have between 50-199 workers, and 10.6% have over 200 workers. Therefore, the vast 
majority of industrial enterprises fall within the small and medium enterprise sector.   

5. For 2008, IMC’s targets were: (i) to improve the performance of the industrial sector so 
as to increase exports to 15% reaching LE 50 billion; (ii) to create 100,000 jobs in the companies 
served by IMC. Up to 2008, IMC had served 10,535 enterprises, primarily in the following 
sectors: textile manufacturing (26%), food processing (13%), industrial services (12.86%) and 
wood sector (10.8%). 
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IMC and the Agribusiness Sector: 
 
6. Within the sub-sector of agribusiness, the IMC works in close collaboration with the 
Agricultural Export Council, the Agricultural Modernisation Council, HEIA, the Food 
Technology Center, the Agricultural Research Center and others.   

7. In alignment with the Agricultural Strategy of Egypt, the Export Strategy and other major 
developmental strategies, the IMC has identified five main pillars to guide its work in the 
subsector of agribusiness: 

i. Consolidate Egypt's export promotion capacity: to be undertaken through the 
coordination and institutionalization of prevailing efforts of all industry stakeholders, 
both from the private and public sector, within a proper sector governance framework. 

ii. Brand Egypt as a premium quality exporter: to enable and facilitate access to 
international markets. Sustainability of such initiatives requires industry-wide efforts to 
put greater emphasis on the quality of industry supply chain and export control quality. 

iii. Improve Egypt's access to international markets: which would further facilitate closer 
collaboration on trade agreements, air and maritime transport capacity enhancements, and 
the establishment of international distribution offices in key export markets. 

iv. Realize Egypt's full agriculture export potential: Long-term competitiveness and export 
potential requires structural modernization of the agricultural production capacity through 
an overhaul of current agricultural R&D practices in Egypt, as well as further 
development of small farmers’ potential in Upper Egypt. 

v. Encourage full liberalization of Egypt's agricultural sector: Full liberalization of 
agricultural sector would lead to market-based efficiencies and entails review of a 
number of policy areas in terms of input imports, water subsidies as well as support in 
agricultural production, processing & marketing. 

 
8. At the macro-level, the IMC has commissioned major analytic work to inform its own 
programs, and has developed a comprehensive Agriculture Sector Transformation Strategy, an 
Agriculture & Agro-Industry Investment Plan, as well as a Food Security Study.  

9. At the meso-level, the IMC has collaborated with various stakeholders to establish the 
following initiatives: 

i. An Export Fund to increase support to agricultural exporting companies particularly 
those in Upper Egypt. 

ii. A Maximum Residual Level (MRL) Lab, to reduce the cost of inspection paid to 
international laboratories, increase the credibility of inspection results obtained by 
Egyptian laboratories and serve the exports of high perishable products such as frozen 
foods, processed herbs and spices. 

iii. Support extension services, to enhance quality and efficiency of the services offered to 
the small holder farmers.    

iv. Establish a web-based pesticide database, to increase awareness on the correct use of 
pesticide according to international standards. 

v. Enhancing the quality and increasing availability of raw material for the agro-industry, 
with a focus on Upper Egypt. This is being implemented in close cooperation with the 
USAID Global Development Alliance for the production of tomato paste. 
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vi. Upper Egypt Management Farm Scheme, which is being implemented in close 
cooperation with the USAID supported AERI project, whereby IMC will assist 30 
Farmer Associations in Upper Egypt by certifying them under the EurepGAP under the 
“group of growers” scheme. IMC will also provide support to the three Post Harvest 
Centers and five Greenhouses created under the USAID project. 

 
10. At the micro-level, IMC serves its beneficiaries directly by providing a whole range of 
services, at subsidized cost. This includes the following: (i) Product Cycle Carbon Footprint; (ii) 
Farm Management; (iii) Agriculture Machinery; (iv)  Post Harvest Management; (v) Agriculture 
Marketing; (vi) Safety & Quality; (vii)  Inspect Pest Control; (viii) Plant Breeding and Genetics; 
(ix)  Soil & Water Management; (x) Crop Nutrition; (xi)  Export Development; (xii)  Finance & 
Investment; (xiii)  Trade & Policy Advocacy; (xiv) Product Development & Branding. To date, 
437 companies have received 1,061 services for a total amount of € 3 million, while 200 
companies are registered in compliance with IMC eligibility criteria and are being served by 5 
team members covering the main industrial regions. 
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TECHNICAL ANNEX A4 
MICRO AND SMALL ENTERPRISES (MSEs) SUPPORT PROJECT 

 
1. The MSEs Support Project was approved by the ADB Board of Directors in October 
2006 and became disbursement effective in December 2007 after its ratification by the Egyptian 
Parliament and the fulfillment of all conditions precedent to first disbursement. The project 
consists of (i) a General Line of Credit financed by an ADB Loan of USD87.150 million for 
onwards lending to small and micro-entrepreneurs through banks, NGOs and other financial 
intermediaries; (ii) and a MIC Grant of UA600,000 for institutional capacity building of SFD 
and its partners.  
 
2. The project’s main goals include (i) supporting 18,000 small enterprises leading to about 
60,720 job opportunities (of which at least 35% are women); (ii) supporting 50,000 micro-
enterprises, and creating about 60,000 job opportunities (of which at least 60% are women); (iii) 
increasing SME lending penetration rate of Banks from 10% to at least 35%; and (iv) building 
the institutional capacity of SFD and increasing entrepreneurship through awareness raising and 
policy advocacy. 
 
3. The ADB Loan is 100% disbursed in less than 2 years of effective project 
implementation. Of the total amount of the loan, 80% was directed towards small enterprise 
development, while 20% was directed towards microfinance. SFD has signed on-lending 
agreements with 4 banks and 46 NGOs and all the disbursed funds are now fully committed. As 
a result, as at September 2009, these Partner Financial Intermediaries (PFIs) has financed 6,424 
small enterprises and 16,778 micro-entrepreneurs, with approximately 30% of the funds going to 
women.  Loans have been accessed by micro and small entrepreneurs from varying income-
levels, age-groups, and locations throughout the country. The number of jobs created so far is 
45,725 under the small enterprise component and 18,781 under the microfinance component. 
The last two sets of figures are expected to increase as the funds revolve. It is envisaged that 
targets set at appraisal will be achieved within the initial 5-year duration set for the Project. 
Anecdotal evidence during field supervision visits reveal growing evidence of increased income 
for beneficiary entrepreneurs. A client survey on the performance of the project is scheduled for 
2010.  
 
4. The MIC Grant of the project is about 35% disbursed, but this is expected to increase to 
over 90% by the end of 2010 following the completion of the procurement processes for the 
recruitment of consultants to carry out the capacity building activities financed by the MIC grant. 
The implementation status for each of the activities to be funded under the MIC Grant is shown 
under Table A4.1 shown below: 
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Table A4.1 - Implementation Status of the MIC Grant activities 
 

 Activity Budget 
(USD) 

Status Expected 
Completion 

Date 
1 Recruitment of an international consultant  to develop a 

comprehensive business plan for SEDO,  
 

107,000 In progress October 
2010 

2 Recruitment of an international consultant for 6 person months to 
develop a Monitoring & Evaluation Plan with renewed focus on 
the development effectiveness of the activities of SEDO and 
MFS. 
 

107,000 Consultant 
engaged  

June 2010 

3 Recruitment of an international consultant for 3 person months to 
undertake a product diversification study for SEDO to explore 
potentials in new funding products such as leasing, equity 
financing, guarantee financing, and franchising. 
 

53,000 Completed October 
2009 

4 Organization of 4 policy dialogue workshops and public 
awareness campaigns for business and regulatory environment 
reforms, implementation of Law 141/2004, and attracting the 
informal sector to the formal sector. 
 

20,000 Ongoing – 
2 
workshops 
completed 

December 
2010 

5 Training Needs Assessment (TNA) and Training of about 100 
SFD staff (including field officers) and 100 staff of selected 
intermediary banks. 
 

158,000 Recruitment 
of 
Consultant 
in Progress 

TNA to be 
completed 
by March 
2010 

6 Development of a Microfinance Best Practice Handbook to be 
used by staff of SFD and the intermediaries. 
 

20,000 In progress February 
2010 

7 Provision of short-term (not exceeding four weeks) overseas 
fellowships to 6 SFD staff in the area of microfinance, micro and 
small enterprise development; risk-based internal auditing. 
 

120,000 Ongoing  December 
2010 

8 Carry out a client survey at mid-term of the project life. 
 

20,000 Not yet due March 2010 

9 Provision of business development services to at least 5 clusters 
of small enterprises (business advisory services, business plan 
development, franchising, etc.). 
 

270,000 Ongoing – 
2 training 
workshops 
held; 5,450 
university 
students 
trained;  

December 
2010 

 Total 875,000   
 
 
.  
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TECHNICAL ANNEX B1 
 LESSONS LEARNED 

 
Table B1.1: Lessons Learned and Reflected in Project Design 
 

Project Intervention 
Areas 

Lessons Learnt  Remarks on how lessons are mainstreamed into 
RIEEP  

AfDB Micro 
and Small 
Enterprise 
Support 
Project  
 
US$ 87.15 
million 
 
(On-going) 

LoC for Small 
Enterprise 
Development  
 
Microfinance 
Operations 
 
Institutional 
Capacity Building 
to SFD and 
Financial 
Intermediaries 
 
 

Non-financial business development services: 
(i) Non-financial services for end beneficiaries are 

critical in spurring demand for credit 
operations; 

(ii) Technical Assistance is important in enhancing 
the development impact of line of credit 
operations;  

(iii) Private-sector service delivery enhances 
sustainability of enterprise development 
interventions 

Monitoring activities: 
(iv) Baseline information is essential for accurate 

and reliable M&E 
(v) Monitoring and evaluation which takes into 

account community governance structures and 
tools is critical for results accountability;  

 
 

(i) RIEEP will be providing Non-financial 
services/Business Development 
Services tailored to agribusinesses 
along the value chain. These services 
will be identified upon the value-chain 
assessment to be undertaken at the start 
of the project. Coordination will be 
undertaken with IFAD and UN MDG 
project.  

(ii) The TA component will include 
capacity building of SFD and Financial 
Intermediaries to tailor products for 
agribusinesses.  

(iii) Business development services will be 
provided by private sector actors 
following clear procurement 
guidelines. 

(iv) A baseline survey will be undertaken 
at the start of the project to ensure that 
accurate and reliable information 
against which progress and impact can 
be monitored.  

(v) Community monitoring tools will be 
used during mid-term review to seek 
beneficiary perceptions on the project 

 
AfDB  
Franchising 

LoC for SME 
franchises 

(i) Having a dedicated full-time staff within SFD 
is necessary to ensure focus of sector-specific 

(i) Adequate budget has been allocated 
under the TA component to hire a 
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Sector Support 
Project  
(signed May 
2009 and 
awaiting 
parliament 
ratification) 
 
US$ 40 
million 
(Ongoing) 

 
 
Institutional 
Support 

projects and allow sector specific transfer of 
knowledge. 

 
  

value-chain expert to act as project 
coordinator for the RIEEP.  

 

 
General Bank 
Portfolio in 
Egypt 
 
(Energy, 
Health, Social 
and sector 
projects) 
 

 Several lessons have been drawn from the Country Portfolio 
Review carried out by the Egypt Field Office in 2008. These 
include: 

(i) Adequate stakeholder participation in the 
design of the project and minimized loan 
conditions to enhance the project’s Quality-at-
Entry  

(ii) The need to make provision for technical 
audits and community accountability tools to 
ensure fiduciary assurance 

(iii) Weak procurement and disbursement 
capacities in PIUs have led to implementation 
delays 

(iv) The use of country systems and showing of 
flexibility in the use of languages other than 
Bank languages is essential. 

(v) Creation of a steering committee for guidance 
and coordination particularly in projects with 
multi-sectoral actors and stakeholders is 
essential. 

 

(i) The RIEEP design is informed by 
extensive stakeholder participation; 
and few conditions are set for entry-
into-force and effectiveness for first 
disbursement. 

(ii)  Adequate arrangements have been 
made to enable technical audit at both 
the SFD and PFI levels coupled with 
the use of community monitoring tools 
as part of RIEEP’s M&E framework. 

(iii) PIU procurement and disbursement 
workshops are now regularly 
scheduled to be conducted on an 
annual basis.  

(iv) SFD Credit Policy will guide the 
delivery of the loans to PFIS and will 
occasionally rely on translations 
conducted by Field Office staff. 

(v) A National Advisory Committee will 
be formed to ensure stakeholder 
participation, ownership and guidance. 
The committee, which includes official 
representation from various line 
ministries, will also ensure synergy 
and coordination with other donor 
supported projects 

 
Agribusiness 
Donor 

Capacity Building 
of farmer’s 

(i) The importance of building on achievements 
by former projects 

(i) RIEEP will work with the FAs formed 
under the completed USAID-funded 
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Supported 
projects in 
Egypt: 
 
 
1. USAID 
Agricultural 
Exports and 
Rural Incomes 
Project  
  
2. EU’s FISC 
Rural project  
 
3. IFAD’s 
Upper Egypt 
Rural Devt 
Project 
Agribusiness  
 
 
  

associations   
 
LoC to SMEs for 
agribusiness sub-
projects 
 
Agri-Business and 
Improved 
Agricultural 
Productivity 
 
 
Value addition 
and livelihood 
support 

(ii) The need for an assessment of existing farmer 
associations to identify gaps and prioritize 
farmer associations to be assisted 

(iii) The need for a value chain analysis 
(iv) Importance of combining financial and non-

financial services in the development of 
agricultural MSEs especially at their 
embryonic stages.  

(v) The need to recognise the role of the private 
sector in fuelling growth at the local level. 

 
 

 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 

AERI project. 
(ii) RIEEP has benefited from the results 

of the rapid assessment of associations 
undertaken for the UN MDG project, 
and will further coordinate to 
participate in the full-fledged 
assessment to be undertaken once the 
project implementation begins. An 
assessment of associations for the 
IFAD project is currently being 
conducted and is due for December 
2009. Its results will inform the RIEEP 
project as well. 

(iii) RIEEP will carry out value chain 
analysis of the select commodities as a 
pre-investment activity under the TA 
program of the project. 

(iv) RIEEP will use a holistic approach 
which combines a line of credit and a 
capacity building components.  

(v)  RIEEP uses a private sector service 
delivery approach by encouraging 
public-private partnership initiatives at 
the local level and supporting the 
establishment of contract farming and 
producer/supplier linkages. 
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TECHNICAL ANNEX B2.  

PROJECT COSTS 
 
 

Table B2.1 – Project Costs by sub-component and source of financing: 
Activity Total ADB Loan FAPA MIC GOE 

(USD’000) (USD’000) (USD’000) (USD’000) (USD’000) 

Capacity Building Component:           

Value Chain Development Sub-Component: 1,675     675 1,000 

In-Depth Value Chain Analysis 120    60 60 
Institutional Assessment of FAs 60    60 0 
Build technical capacity of FAs 560    160 400 
Business Development Services for FAs 360    150 210 
Specific Women Entrepreneurship Training 60    60 0 
Broker partnership between FAs and Private Sector 200    80 120 
Marketing and Legal Services 150    0 150 
Staff Training: Service Providers 60    60 0 
Policy Dialogue workshops 60    0 60 
Develop Policy Briefs 45    45 0 

           

Agribusiness Finance Development Sub-Component: 1,000  1,000     

Awareness Raising / Publicity Material 60  60     
 Capacity Building: Agribusiness Lending          

Consultancy Services (TA) 540  540     
Staff Training: PFIs 150  150     
Staff Training: SFD 80  80     

 Micro-Insurance 170  170     

Program Support Sub-Component: 325     255 70 

Project Coordinator 180     180 0 
Staff Related Costs 70     0 70 

Client Survey (Ben. Assessment) 75     75 0 

Access to Finance Component: (Agribusiness Facility) 70,000 70,000 - - - 

Total 73,000 70,000 1,000 930 1,070 
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TECHNICAL ANNEX B3 
IMPLEMENTATION ARRANGEMENTS 

 
Executing Agency 
 
1. The Government of Egypt is the Borrower of the proposed loan. Through a subsidiary 
agreement, the Government of Egypt will on-lend the loan to the Social Fund for Development 
(SFD), similar to the three previous Bank-funded projects executed by the SFD, namely the 
ADF-funded SFD Phase II Project (UA 15 million), which was completed in December 2005; 
the on-going Micro and Small Enterprise Support Project (USD87.5 Million), declared effective 
in June 2007 and about 90% disbursed; and the Franchising Sector Support Program (USD40 
Million) approved in February 2009. In this regard, SFD will be the executing agency for the 
project. The Egypt Country Portfolio Review Report for 2008 concluded that the performance of 
the portfolio in Egypt is satisfactory; more specifically, the Bank’s portfolio with SFD was rated 
satisfactory. 

Institutional Arrangements 
 
Project Management 
 
2. In line with SFD’s business practice all loans up to LE10,000 will be classified as micro 
enterprise loans and will be administered by the MFCS, whereas all loans above LE10,000 will 
be classified as small enterprise loans and would be administered by SEDO. It has been agreed 
with the SFD that a full time dedicated project manager (an Agribusiness Value Chain Expert) 
will need to be recruited to champion the project and to administer, manage and follow up on the 
daily activities of this project. Part of the technical assistance grant envisaged will need to be 
allocated for this position. S/He will be expected to work 75% of the time in Upper Egypt. The 
Terms of Reference and Profile of the Project Manager is shown on Technical Annex C3. 
 
3. In an effort to foster and encourage partnership between national stakeholders and 
promote synergies between national initiatives geared towards agribusiness development, the 
project will establish a National Advisory Committee comprising of representatives from SFD; 
Industrial Modernization Centre; Ministry of International Cooperation; Ministry of Agriculture; 
Ministry of Industry & Trade; the Chamber of Food Industries; and representatives from the 
local governorates. SFD will delegate the implementation of some of the activities under the 
Technical Assistance component to IMC due to their proven technical competencies, 
comparative advantages in the areas supported under the TA; and their commitment to provide a 
matching fund of USD1 million towards the TA activities of the project. A detailed performance-
based Management Agreement will be signed between SFD and IMC. This will be made a 
condition precedent to the first disbursement of the Grant resources. 
 
Delivery Approach 
 
4. A demand-driven participatory approach will be used by which agribusiness MSEs, and 
in the case of wholesale loans, intermediary banks and NGOs submit requests to SFD for 
financing. This participatory process will be deepened by involving the SFD Regional Offices in 
the process. The SFD Regional Offices have One-Stop-Shops (OSS) which include 
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representatives from various authorities and major public banks, to help clients in issuing 
permits, authorizations, and any other formal registration documentation which may be required. 
The tasks to be undertaken by the SFD Regional Offices will include assisting agribusinesses in 
the preparation, start-up and implementation of their businesses. Typically, SFD Field Officers 
will be responsible for assisting in the (i) preparation of feasibility studies and business plans; (ii) 
marketing of financial and non-financial services; (iii) follow-up on banks’ processing loan 
applications and disbursements; and (iv) monitoring of end-borrowers’ sub-project 
implementation. In this regard, the capacity development of Field Officers, in enhancing their 
capability of identifying the best qualified agribusinesses and preparation of quality feasibility 
studies as well as business plans will be undertaken under the TA program.  
 
Loan Processing Cycle 
 
5. Loan Applications will be initiated by the end-borrowers with the technical support of 
SFD, and where applicable, intermediary banks and NGOs. In the case of loans obtained through 
intermediaries, the borrowers submit their applications to the intermediaries for consideration. 
Depending on the pipeline of loan applications they have, the intermediaries will submit a 
request to SFD regional offices for the wholesale financing of their pipeline of projects. The SFD 
regional offices in the target area will carry out a detailed desk and field appraisal before 
submission to the head office in Cairo for review and decision. The basic elements of sub-project 
appraisal include: technical feasibility, economic viability, social and institutional analysis, as 
well as a simplified environmental analysis. The loan review and approval processes including 
thresholds and approval limits set in the Credit Policy will be adopted for this project. In this 
regard, the Credit and Finance Committee at SFD head office chaired by the General Manager of 
SEDO will review all the loan applications received from the intermediaries. This committee will 
submit their recommendation to the High Committee on Credit and Enterprise chaired by the 
SFD Managing Director for decision. The loan collection is the full responsibility of the 
intermediary banks and NGOs for all loans they extend to borrowers.  
 
 
6. Financial intermediaries will be selected to cover a wide area of geographical location 
and innovative agribusiness initiatives sufficiently enough to cover the intended target groups. 
This process will be guided by the selection and review criteria of the SFD Credit Policy outlined 
below. In this respect, and in view of the need to target at least 60% of the funds agribusiness 
enterprises in Upper Egypt, SFD’s resource allocation would be guided by several indexes such 
as; the poverty index of the governorate; the education index; the unemployment index; the 
human development index; the absorptive capacity in the governorate, etc. 
 
(A) Micro Finance Sector Selection and Review Criteria for NGOs 
 
7. Selection of NGO intermediaries for SFD’s microfinance operations is based on an 
internationally recognized systematic and objective process outlined in the GIRAFE model 
which considers such criteria as Governance, Information systems (MIS), Risk analysis and 
internal control, Asset quality and loan  portfolio, Funding (liabilities and equity), and Efficiency 
and profitability. The GIRAFE model is used to rate potential NGOs and determine the 
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maximum credit limit for each selected NGO. The rating system applied within SFD’s Micro 
Finance Central Sector is shown below:       
 
 

SCORE GRADE LOAN AMOUNT 

0 – 1 E No loans 

1 – 2 D Up to  LE 1 m 

2 – 2.25 C- LE 1m to LE 1.25m 

2.26 – 2.50 C LE 1.26m to LE 1.5m 

2.51 – 3 C+ LE 1.51m to LE 2m 

3.1 – 3.25 B- LE 2.1m to LE 2.25m 

3.26 – 3.5 B LE 2.26m to LE 2.5m 

3.51 – 4 B+ LE 2.51m to LE 3m 

4.1 – 4.25 A- LE 3.1m to LE 3.5m 

4.26 – 4.5 A LE 3.51m to LE4m 

 

8. Thus NGO intermediaries selected should have demonstrated a proven track record, a 
business plan, employ cost covering interest rates, possess management and staff with 
appropriate skills and attitudes, and manage their loan portfolios with adequate loan tracking 
systems, all with a focus on achieving operational and financial sustainability.   
 
B. SEDO Selection and Review Criteria for Banks 
 

Scoring Sheet 
Indicators Score Value Standard 

Rate 
Weighted 

Value 
QUANTITATIVE     
Profitability:     
Rate of Return on Assets 5  1%  
Rate of Return on Equity 5  15%  
Interest Margin 5  2%  
Liquidity:     
General Indicator 10  (15-30)%  
Utilization Rate 5  0.80 Times  
Capital Adequacy:     
Free Capital  / Total Loans 5  8%  
Owner’s Equity / Clients Net Loans 5  8%  
Ratio of Equity: Elements of Risky Assets 5  8%  
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Financial Leverage 5  10 Times  
Rate of Doubtful Debts Provision 10  8%  
Rates of Growth:     
Assets Growth Rate 3  10%  
Loans Growth Rate 3  10%  
Deposits Growth Rate 3  10%  
Equity Growth Rate 3  10%  
Net Profit Growth Rate 3  10%  
QUALITATIVE     
Outreach 5    
Management 5    
Credit Rating 5    
Local & Global Ranking 5    
Reputation 5    
TOTAL 100    
 
9. SFD follows up with verification and review of the Bank’s declared financial capacity by 
obtaining rating of the bank from the internationally recognized Bankers Almanac for a 
classification of the position of the bank locally and internationally. SFD also determines the 
credit ceiling of banks. This credit ceiling is calculated within the limits of 30% of the capital 
base of the bank equated by the weighted value (bank’s credit ceiling = total owner’s equity of 
the bank x 30% x weighted value score). 
 
Appraisal Criteria for Enterprises 

i. The significance of the business at the national level 
ii. Easy entry into the business 
iii. Availability of inputs 
iv. Dependence on other businesses 
v. Rates of profitability 
vi. Rates of demand 
vii. Impact of technology 
viii. Experiences of social fund in the field of business 
ix. Rates of bankruptcy in the business 
x. Governing laws and regulations 

 
 
Negative List: 
 
The following activities are ineligible for financing under the Agribusiness Facility: (i) arms 
manufacture and trade, (ii) speculation, (iii) the purchase of land, (iv) religious and political 
activities, (v) gambling and night club businesses, and (vi) all legally prohibited businesses.
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TECHNICAL ANNEX B4 
FINANCIAL MANAGEMENT, DISBURSEMENT AND FUNDS FLOW 

ARRANGEMENTS 
 
1. Lessons learnt from the Social Fund Phase II Project and the ongoing MSEs Support 
Project suggest that SFD’s financial management system is capable of generating financial 
reports, which will provide sufficient information to monitor the use of funds and allow the 
provision of funding on a timely basis to meet the needs of the project. This is being further 
enhanced by implementing the recommendations of the Bank’s Internal Audit under the 
ongoing MSEs Support Project. To meet fiduciary requirements, SFD shall submit to the 
Bank audited financial statements at least 6 months after the end of the financial year. SFD 
will cause its external auditors, during their annual audits, to write a separate opinion on the 
utilization of the loan’s proceeds, and compliance with the ADB loan agreement.  A separate 
opinion on the utilization of the FAPA and MIC Grant resources will be required. The 
internal audit department of SFD will ensure that agreed operational, accounting, payment 
and procurement procedures are followed in the implementation of the project. They will also 
make recommendations for improving any systemic issues if identified. Follow-up 
procedures for audit recommendations will be in line with Bank practice. 
 
2. SFD has enhanced its MIS with support from the EU. The Oracle-based MIS is web-
based and supports organization-wide online links including all the regional offices. The 
upgraded MIS is expected to (i) improve SFD’s loan management, and (ii) support online 
transaction processing hence improving timeliness and accuracy of information available for 
decision making. Despite this development, SFD does not have a coherent Monitoring & 
Evaluation Plan, thereby, limiting its ability to maximize the gains it can get from its 
improved MIS. However, this constraint is already being addressed under the ongoing Bank-
funded MSEs Support Project. 
 
3. Reporting: SFD will submit to the Bank Quarterly Project Progress Reports in 
accordance with the established format covering all aspects of the project, within 30 days 
following the end of each quarter. Monitoring and evaluation will be an integral part of the 
project. SFD management will assume overall responsibility and accountability for project 
monitoring and outcomes. The capacity for SFD to carry out this role is being enhanced 
under the ongoing MSEs Support Project. For all the other activities of the project, data on 
project outputs and results will be provided to SFD by the implementing agencies on a 
monthly basis, in an agreed format; this will also include periodic performance reports.  
Baseline data and information will be established to facilitate measuring of the progress and 
impact made by the project. A mid-term assessment will be undertaken 3 years after the start 
of the implementation to provide for re-alignment as necessary. In addition, due to the 
participatory demand-driven nature of the project, a client survey will be carried out prior to 
the mid-term review of the project in order to assess the beneficiary perceptions on the 
implementation of the project and its effects on the lives of the beneficiaries. 
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Disbursement Arrangements:  
 
Line of Credit 
 
4. Disbursements will be effected essentially using the Special Account approach. For 
this, SFD would establish a dollar-dominated Special Account at a reputable bank acceptable 
to the Bank in which the ADB resources will be deposited. Funds would be transferred in 
installments from the Special Account directly to the Special Accounts of the intermediaries. 
An amount not exceeding 25% of the loan amount would be the first tranche to be disbursed 
upon satisfaction of the conditions precedent to first disbursement. For subsequent 
replenishments, SFD will provide Statements of Expenditure (SOEs) showing that the 
previously disbursed amount has been utilized up to at least 50 percent. In addition to these 
documents, SFD should keep in project files, copies of the documents evidencing 
disbursement to the end-borrowers. Such documents should be available for review by ADB 
supervision missions and external auditors.  
 
FAPA and MIC Grant Resources (TA Program) 
 
5. The grant resources would be disbursed using both the special account and direct 
payments methods. For this purpose, SFD will be required to open and maintain, on terms and 
conditions acceptable to the Bank, a special account for each of the sources of Grant (MIC 
and FAPA) into which disbursements would be deposited. For the first disbursement, SFD 
will provide the Bank with a detailed work program and provisional budget for the activities 
to be financed over a six-month period. For the replenishment of the special accounts, SFD 
will provide a statement of expenditure showing that the previously disbursed amount had 
been utilized up to at least 50 per cent, together with the activities to be financed with the 
requested replenishment. SFD will ensure that all documents supporting disbursements on 
the TA program are well kept and will be made available to ADB supervision teams and 
external auditors. Disbursement to IMC will be through the Direct Payment method in line 
with applicable Bank procedures. 
 
Disbursement Letter: 
 
6. The Bank and the Borrower will agree on the Disbursement Letter at negotiations. 
The Disbursement Letter will set out and summarize all the disbursement arrangements and 
procedures under the project. The letter will have as attachments, the Bank’s Disbursement 
Handbook. 
 



 38

TECHNICAL ANNEX B5 
PROCUREMENT ARRANGEMENTS 

 
1. All procurement of goods and acquisition of consulting services financed by the Bank 
through the FAPA and MIC Grant resources will be in accordance with the Bank's Rules of 
Procedure for Procurement of Goods and Works or, as appropriate, Rules of Procedure for the 
Use of Consultants, using the relevant Bank Standard Bidding Documents. For the ADB Loan, 
the procurement modes will be guided by the SFD Credit Policy which has been reviewed 
and found acceptable to the Bank. Table B5.1 shows the summary of the projects 
procurement arrangements. 

Table B5.1 
Summary of Procurement Arrangements 

(USD Million) 
 

 Project Categories Others Short List Total 

1 Consulting Services & Training    

1.1 Technical & Business Development Services 1.040 1.040
1.2 Studies / Facilitation Services    0.380 0.560 0.940

1.3 Specialized Training and workshops 0.230  0.230

1.4 Advisory Services (TA Consultants) 0.720 0.720

1.5 Staff Related Costs 0.070  0.070

2 Miscellaneous  

2.1 Credit facility to Banks 70.000  70.000

 TOTAL COST 70.680 2.320 73.000

 

2. Technical and Business Development Services: The procurement of these services 
with an aggregate value of USD1.040 million will be through a shortlist with Quality Based 
Selection (QBS) method. As part of the TOR, Call-for-Proposal Operational Guidelines, to 
be approved by the Bank, will be included in Request for Proposal (RFP). Studies and 
Facilitation services valued at USD0.380 million will be procured through Single Source 
Selection (SSS) Method. This comprises marketing and legal services valued at USD0.150 
million and policy dialogue workshops valued at USD60 million to be undertaken by IMC. It 
also includes studies and the development of a micro-insurance scheme for the value of 
USD0.170 million by PlaNet Finance, an international non profit organization whose mission 
is to fight poverty through the development of microfinance. This is justified because of 
PlaNet Finance’s extensive experience in the microfinance sector, and the fact that it is 
currently developing a micro-insurance project, co-funded by the Dutch Bank for 
Development with Reinsurers’ in kind and Allianz Egypt support. Egypt is a pilot country for 
the implementation of the project. PlaNet Finance Egypt will conduct the activities planned 
for Egypt, organizing the market survey, identifying the risks, marketing and distributing the 
products, and organizing the trainings with selected MFIs.  The choice of PlaNet Finance will 
enhance donor harmonization in this embryonic industry. Studies and Facilitation Services 
valued at USD 0.560 million for value chain analysis, institutional assessment of FAs, 
awareness raising, development of policy briefs, and a client survey will be procured on the 
basis of short-listing, following the Quality and Cost Based Selection (QCBS) method. In 
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addition, technical advisory services comprising of the services of the program manager and 
the in-house consultancy support to be provided to selected PFIs for an aggregate value of 
USD0.720 million will be procured on the basis of short-listing, following the Quality and 
Cost Based Selection (QCBS) method. Staff related costs with an aggregate value of 
USD0.070 million will be administered using the existing administrative procedures of SFD. 
The specialized training and workshop activities in aggregate value of USD 0.230 million 
will be procured through Single Source Selection (SSS) Method procedures with institutions 
that have the requisite capacity, experience and expertise to undertake the required training 
activities. It is recommended that procurement for this service be by Single Source Selection 
Method with the Egyptian Banking Institute (EBI), a highly specialized bank training 
organization jointly owned by the Central Bank of Egypt and 46 other commercial and 
investment banks in the country. It is recommended that the procurement of the training 
delivery services be negotiated directly with the EBI for the following reasons: 

• Founded in 1991, the EBI has qualified and dedicated tutors with specialization and 
experience in the training of banking industry staff. The institute’s unique knowledge 
of the Egyptian banking sector has enabled it to develop specialized programs tailored 
to the requirements of the sector, including, in particular, programs to enhance the 
business communication/language skills of banking industry staff. In addition, the 
institute has very modern training facilities and network technologies tailored 
specifically to the delivery of banking training. The facilities include fully-equipped 
classrooms, computer laboratories, language laboratories, a mock dealing room, and a 
library; 

 

• It is expected that retaining the EBI to deliver the training program would ultimately 
benefit the overall Egyptian banking sector. This is because, beyond the conclusion of 
the project, it is expected that the EBI would be able to adapt some of the specialized 
agribusiness lending methodologies developed under the TA program for the benefit 
of other banks in Egypt apart from the participating PFIs. This would represent a 
welcome “multiplier effect” of the agribusiness finance development activities of the 
program. 

3. Miscellaneous: The line of credit to the GOE valued in aggregate of USD70 Million 
will be on lent to the intermediary institutions (Banks and NGOs) for the purposes of 
reaching out to the beneficiary target groups. SFD will on-lend to PFIs in accordance with 
the SFD Credit Policy. In line with the arrangement under the ongoing MSEs Support 
Project, all the contracts for credit facilities will be subject to post review. In this regard, all 
loan processing documents notably the loan applications, review documents, appraisal and 
evaluation reports, and signed contracts shall be well kept and maintained at the SFD head 
office for periodic examination by Bank supervision missions and Bank auditors.  
 
General Procurement Notice 
4. The text of a General Procurement Notice (GPN) will been agreed with Government 
of Egypt during negotiations and it will be issued for publication in UN Development 
Business Journal, upon approval by the Board of Directors of the Loan Proposal. 
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Procurement Plan 
5. The Bank shall review the procurement arrangements proposed by the Borrower in 
the Procurement Plan during Loan Negotiations for its conformity with the Loan Agreement 
and its Rules. The Procurement Plan shall cover an initial period of at least 18 months. The 
Borrower shall update the Procurement Plan on an annual basis or as needed always covering 
the next 18 months period of project implementation. Any revisions proposed to the 
Procurement Plan shall be furnished to the Bank for its prior approval. 
 

 
TECHNICAL ANNEX B6 

AUDIT ARRANGEMENTS 
 
1. To meet fiduciary requirements, SFD shall submit to the Bank audited financial 
statements at least 6 months after the end of the financial year. SFD will cause its external 
auditors, during their annual audits, to write a separate opinion on the utilization of the loan’s 
proceeds, and compliance with the ADB loan agreement.  A separate opinion on the 
utilization of the FAPA and MIC Grant resources will be required. The Internal Audit Group 
of SFD will ensure that agreed operational, accounting, payment and procurement procedures 
are followed in the implementation of the project. The Group will audit annually at least 30-
40% of the loans processed and disbursed to MSEs, including the utilization of these loans at 
the level of the MSEs. They will also make recommendations for improving any systemic 
issues if identified. Follow-up procedures for audit recommendations will be in line with 
Bank practice. 
 
2. The capacity of the Internal Audit department is being further augmented under the 
ongoing MSEs Support Project especially with regards to the training of its staff in the area 
of risk based auditing.  
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TECHNICAL ANNEX B7 
ECONOMIC AND FINANCIAL ANALYSIS 

 
Assumptions:  
1. The major short term result indicators to measure the performance of this project are 
the increase of production (area and yield) and the reduction of wastes for selected crops. The 
financial internal Rate of return (FIRR) and economic rate of return (ERR) are based on 
incremental costs and returns. The following are the appropriate assumptions to perform the 
rate of returns exercise: 

(i) The selected horticulture crops are tomato, potato, green beans, dry onion, 
green onion, garlic, and grapes; in addition to milk as a dairy product.  The areas of 
the selected vegetables in Minya, Assuit and Sohag are: onion (47%), garlic (51%), 
potato (68%), and tomato (29%).  Green beans and green onion are included because 
they are high value crops especially for export and modern markets.  Area of grapes 
in the selected three governorates represents 64% of grapes area in Middle and Upper 
Egypt.  

Middle & Upper Egypt Menia, Assuit & Sohag % of 3 Gov
Onion 62,578 29,522 47%
Garlic 19,918 10,248 51%
Potato 54,475 37,110 68%
Tomato 191,683 55,628 29%

328,654 132,508 40%
56% 66%

253,150 69,281 27%
44% 34%

Area of Total Vegetables 581,804 201,789 35%

Grapes Middle & Upper Egypt Menia, Assuit & Sohag % of 3 Gov
Total Area of Grapes 36,997 23,846 64%

Table 1: Area of Selected Crops in Menia, Assuit and Sohag compared to their areas in Middle and Upper Egypt

Source: Ministry of Agriculture and Land Reclamation (MALR), Actual Cropping Pattern 2006/2007.

Cropped Area 2006/07 (Feddan)

Area of Selected Vegetables

Vegetables

Area of Other vegetables

 
(ii) The expected physical increase of the crop production and reduction of wastes 
are estimated using the 2030 Agricultural Strategy.  In addition, the meetings with 
stakeholders and the field visit to Minya Governorate in July 2009 contributed to the 
method of estimating the expected increase of the physical crop production and 
anticipated reduction of wastes. 

(iii) The financial values were estimated using the farm gate prices and the 
physical increases in yield (financial value = farm gate price * physical yield 
increase). The physical growth rates are estimated using available data from 2000 to 
2008 for the selected crops.  These rates are applied to estimate the expected 
production of the selected crops without intervention for the period from 2010 to 
2015.  The expected overall increase in the production with intervention of all players 
is estimated according to the information in the 2030 Agricultural Strategy.  The 
expected increase of crops production with the intervention of the proposed project is 
estimated taking in consideration the contribution of other organizations in the project 
area. The FIRR reflects all farmers in the selected three governorates which is 
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estimated at 27.2% and the financial net present value (FNPV) is EGP282.42 million 
at 12%.  

(iv) The economic prices are estimated for each crop according to the position of 
Egypt as a net exporter (for horticulture crops) or net importer (for milk) and the non-
traded commodities (agricultural inputs except fertilizer).   

(v) The economic values were estimated using the economic (unit) value and the 
physical increase in yield (economic value = economic unit value * physical yield 
increase).  The economic rate of return (ERR) is estimated at 37.8%. 

(vi) The increase in productivity and the reduction in crop waste are the key 
indicators to reflect the project short-term results, the newly created jobs and the 
associated increased income are the outcomes of the project (medium term results), 
and the poverty reduction is the project impact at the long term level.  The 2030 
Egyptian Agricultural Strategy included quantitative parameters for the planned 
increased productivity and reduced crop waste.  These parameters are used to reflect 
the overall results of interventions by all parties.  The ADB intervention is segregated 
according to the level of involvement of other organizations in the project areas.   

Table 2: Productivity and possible capacity for selected crops 

Crop Productivity (Ton/Feddan) Possible Capacity Capacity Gap 
1980 2007 2008* Ton/feddan % 

Tomato 7.4  16.0  16.0  30.0  53% 
Potato 7.3  10.7  10.7  14.0  76% 
Grapes 5.2  9.7  9.9  16.0  62% 
Source: 2030 Agricultural Strategy    
* Note: 2008 estimated from MALR publications   

 

(vii) The proposed project will provide a loan of USD70 million as a line of credit 
and a grant of USD1.5 million for technical assistance and training activities9. These 
amounts are used to reflect the project costs in the financial analysis using the 
financial exchange rate (5.5 EGP/USD).  In the Economic analysis; the shadow 
exchange rate of (5.86 EGP/USD) is used in transferring the Dollar amounts to 
Egyptian Pounds. Also, the difference between the commercial interest rate and the 
project interest rate to the project end users (6.5%) are added to the project cost for 
the USD 70 million and the full commercial interest rate (19%) are used for the 
USD1.5 million grant.  Note: The difference between the market rate and project rate 
varies between 6% - 7% (6.5% in average) the commercial interest rate is 18% - 20% 
(19% in average) assuming that the project rate will be 12% - 13%.   

 

 

 

 
                                                 
9 This grant will be matched by another USD 1 million, from the Industrial Modernisation Center, bringing the 
full grant amount to USD 2.5 million. 



 43

Methodology: 
2. This project has two major parts; the first part is the credit line that will be 
implemented at the National level.  The second one is the capacity building part that will be 
implemented in three governorates, i.e., Minya, Assuit ans Sohag.  The project will provide 
technical assistance and training to the horticulture producers and services providers (include 
post harvest centers, transportation facilities, etc) in the selected three governorates.  In 
addition, the project will provide technical assistance and training to the milk producers and 
services providers (include milk collection centers, transportation, etc.) in Minya 
Governorate only.  This situation makes the financial and economic analyses of the project 
very complicated.   

3. To resolve this issue, the performance of the project will be measured according to 
the following: the horticulture activities will be evaluated according to the results at the three 
governorate level and the milk activities will be evaluated according to the results at Minya 
governorate level.  This conservative approach will help in measuring the minimum effect of 
the project in a very simple way.   

4. It is expected that the direct effect of the project will be in 1) improving the 
horticulture and milk production due to improving the production operations; and 2) reducing 
the waste of horticulture and milk products during the handling of these commodities, due to 
improving the service providers’ activities in horticulture and milk sub-sectors.  This will 
lead us to the following structure of short-, medium-, and long-term results of the proposed 
project. The major short term results of the project are the increase in production and 
reduction of waste, also they can be viewed as project benchmarks.  This will create new job 
opportunities that lead to increase rural incomes as midterm outcome results of the project.  
The long-term impact of the project will contribute to the poverty reduction and 
improvement of level of living in Upper Egypt. 

5. The availability of funds and capacity building activities (technical assistance and 
training) through the project will: 1) help horticulture producers in doing their field work 
on time with very minor increase in costs of production, this will increase their production 
and reduce pre harvest wastes;  2) help horticulture processors in implementing their 
activities on time and reduce post harvest wastes; and 3) help horticulture service providers 
to improve and create new services that will reduce the wastes in the pre and post harvest 
activities.  In addition, it will assist: 1) milk producers in increasing their milk production 
and reducing wastes; 2) milk collection centers in reducing wastes; and 3) milk 
manufacturers in receiving better quality of milk.  

6. The causes of low productivities and high wastes, proposed intervention and 
short/medium/long-term results are summarized in the following table. 
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Table 3: Expected Short-, Medium- and Long-Term Results of the proposed project. 

Activity Causes of low productivity 
and high waste 

ADB Intervention 

Project Benchmarks (short-term 
results) 

Project 
Medium 

term 
Outcom
e results 

Project 
Long-term 

Impact 

 Capacity 
Building 
Activities 

Line of 
Credit 

Horticulture:       
Production 
(Pre harvest) 

Lack of funds and knowhow  
- weather effect - etc Minya, 

Assuit and 
Sohag 

National 
level 

Increased production by 0.43% - 
3.26%  and reduced waste by 20% 

Created 
new Jobs 
and 
increased 
rural 
Incomes 
(to be 
assessed) 

Poverty 
reduction 
and 
improved 
level of 
living (to 
be 
assessed) 

Post Harvest Lack of funds and knowhow 
– etc Reduced waste by 20% Processing 

Transportation 
Milk:    

Production 
Lack of funds and knowhow 

– etc Minya 

Increased production by 1.78% and 
reduced waste by 10% 

Collection and 
transportation Reduced waste by 10% 
Manufacturing 

1 2 3 4 5 6 7 
Note: Baseline assessments studies should be implemented in the first year of the project to measure the levels of production, wastes, jobs, 
rural incomes and poverty for the targeted beneficiaries in the three governorates to establish a baseline of these indicators at the clients’ level.  
This will provide a narrow view of measuring the impact of the project.  The secondary data at the governorate levels is another layer of data 
to measure the project effect at a wider view. 

Steps of Estimating the FIRR and ERR: 
7. The financial and economic analyses will be done using the following steps 1) 
Estimating the historical growth rates (GR) for the period from 2000 to 2008, for selected 3 
governorates, middle and upper Egypt and total Egypt; 2) Obtaining crop budgets (CBs) for 
selected commodities for the base year 2008 and the target year 2015; 3) Estimating the 
wastes using information from 2030 Agricultural Strategy and field visits in July 2009; 4) 
Obtaining farm gate prices (FGP) for base year 2008; 5) Estimating the expected project 
results (increased production and waste reduction); 6) Calculating the difference between the 
commercial interest rates and project interest rates; 7) Estimating the Financial Internal Rate 
of Return (FIRR); 8) Estimating the Shadow Exchange Rate (SER) and the Standard 
Conversion Factor (SCF); 9) Estimating the shadow prices for selected commodities; 10) 
Estimating the economic rate of return (ERR); and 11) Performing sensitivity analysis for the 
IRR and ERR. The following are the detailed steps of the financial and economic analyses: 

(i) Estimate the historical growth rates (GR) for the period from 2000 to 2008, 
for the selected 3 Governorates, Middle and Upper Egypt and Total Egypt: 

The following four tables 4-1 to 4-4 represent the growth rates in the period from 
2000-2008 for the three Governorates, Middle and Upper Egypt, and total of Egypt.  
These growth are used to estimate the expected production without intervention for 
the period from 2010-2015. 
Table 4‐1: Growth Rates of Total Production

Period
Crop Fruit

Region Tomato Potato Green beans Dry onion Green Onion Garlic Grapes
3 Governorates 2.34% 8.53% 7.28% 11.50% 2.17% ‐2.80% ‐3.23%
Middle & Upper Egypt 4.44% 6.34% 6.31% 10.48% 7.47% 0.58% ‐2.04%
Total Egypt 4.41% 7.00% 6.93% 7.25% 6.20% 1.56% 1.25%
Source: Estimated from MALR data

2000‐2008
Vegetables
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Note: the following is description of the classifications of Egyptian governorates used in the analysis: 
3 Governorates: Minya, Assuit and Sohag 
Total Egypt: Lower Egypt (13 Gov.), Middle Egypt (4 Gov.), Upper Egypt (5 Gov.) and Boarder 
Governorates (5 Gov.) 
Lower Egypt (13 Gov.): Alexandria, Behira, Gharbia, Kfr-El-Sheikh, Dakahlia, Damietta, Shrakia, 
Ismailia, Port-Said, Suez, Menoufia, Qlyoubia and Cairo 
Middle Egypt (4 Gov.): Giza, Beni Suef, Fayoum and Minya 
Upper Egypt (5 Gov.): Assuit, Sohag, Qena, Luxor and Aswan 
Border Governorates (4 Gov. and Nobaria): New Valley, Mtrouh, North Sinai, South Sinai and Nobaria 
 
Table 4‐2: Growth Rates of Yield per feddan (Productivity)

Period
Crop Fruit

Region Tomato Potato Green beans Dry onion Green Onion Garlic Grapes
3 Governorates 0.55% 1.51% 3.81% 1.62% ‐4.73% ‐0.56% ‐1.23%
Middle & Upper Egypt 1.52% 1.38% 2.05% 3.03% 0.91% 0.53% ‐0.60%
Total Egypt 1.51% 1.02% 1.77% 2.11% 1.09% ‐0.03% 3.20%
Source: Estimated from MALR data

2000‐2008
Vegetables

 
Table 4‐3: Growth Rates of Cultivated Area

Period
Crop Fruit

Region Tomato Potato Green beans Dry onion Green Onion Garlic Grapes
3 Governorates 1.79% 6.79% 5.34% 6.80% ‐5.14% ‐3.02% ‐2.00%
Middle & Upper Egypt 2.68% 4.96% 4.30% 4.89% 5.56% ‐4.50% ‐1.44%
Total Egypt 2.88% 5.98% 3.60% 5.40% 4.49% ‐0.60% ‐1.94%
Source: Estimated from MALR data

2000‐2008
Vegetables

 
Table 4‐4: Growth Rates of Milk Production

Period
Crop

Region Cow Buffalo Total
Menia Governorate 11.02% 5.37% 7.73%
Middle & Upper Egypt 9.66% 4.07% 6.59%
Total Egypt 10.15% 4.06% 7.04%
Source: Estimated from MALR data

Milk
2000‐2007

 
 

(ii) Obtain crop budgets (CBs) (2008) for selected commodities: 

The crop budgets for tomato, potato, onion, garlic, green beans, and grapes were 
obtained from MALR publications for the winter, summer and Nili seasons of 2008.  
Annex “B” Tables 1-1 to 6-3 include the detailed data of the crop budgets of the 
selected crops in the three governorates. 

(iii) Estimate the wastes using information from 2030 Agricultural Strategy and 
field visits: 

The following supply and distribution table shows the current situation of production 
and waste of selected crop at the national level.  The estimated reduction of waste will 
be done at the 3 governorates level to reflect the overall intervention within the three 
governorates according to the rates in the 2030 Agricultural Strategy, i.e. 20% - 30%. 
The expected effect of the proposed project will be estimated as 20% of the reduced 
wastes in the three governorates, i.e. 0.6% - 7.1% -- See Annex “A” Table 5 for more 
details. 
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Table 5: Current Supply and distribution of selected horticulture crops and milk, 2008
Production Export Import Available for 

Consumption
Ton Ton Ton Ton % Ton % Ton % Ton

Tomato 8,948,016 22,243 0 8,925,773 0.7% 62,636 40.0% 3,579,206 59.1% 5,283,931
Potato 3,166,600 489,080 65,364 2,742,884 7.8% 299,286 30.0% 949,980 47.2% 1,493,618
Green Beans 354,678 50,389 0 304,289 0.0% 0 30.0% 106,403 55.8% 197,885
Dry Onion 2,012,442 295,676 0 1,716,766 1.1% 22,137 30.0% 603,733 54.2% 1,090,897
Green Onion 77,482 6,034 0 71,448 0.0% 0 30.0% 23,245 62.2% 48,203
Garlic 339,624 3,490 5,549 341,683 1.1% 3,736 30.0% 101,887 69.5% 236,060
Grapes 1,485,014 79,416 6,843 1,412,441 0.9% 13,365 30.0% 445,504 64.2% 953,572
Milk 5,797,138 517 1,300 5,797,921 25.0% 1,449,285 30.0% 1,739,141 45.0% 2,609,495
Sources: MALR, GOEIC and CAPMAS
* The industrial use in potato includes 80% of potato imports for seeds.

Tomato and Milk: To be verified

Industrial Use* WasteCrop Fresh Use

 
(iv) Obtain farm gate prices (FGP) for base year (2008) 

The farm gate prices of 2008 are used as fixed prices to valuate the estimated increase 
in production and reduction of wastes as a result of implementing the project during 
the period from 2010 to 2015.   

Table 6: Weighted average of farm gate prices for selected crops

Winter Nili Summer Average
Tomato 850 726 859 850
Potato 773 828 1,217 879
Green Beans 1,274 1,037 1,221 1,198
Dry Onion 659 906 431
Green Onion 758 1,042 900
Garlic 1,110 1,110
Grapes (2007) 1,625
Milk‐ Menia (2007) 2,000
Source: estimated using MALR data
Numbers of Italics are 2007 estimates.

Crop
Prices (LE/Ton) 2008

 

(v) Estimate the expected project results (increased production and waste 
reduction) 

Area, yield and production data for the period from 2000 to 2008 are used to estimate 
the historical growth rates of selected horticulture crops and milk.  The estimated 
historical growth rates are used to estimate the expected changes in production from 
2010-2015 without intervention.  The planned changes in production and 
productivities by the 2030 Agricultural Strategy and results of the field visit in July 
2009 are used to estimate the expected increases in production as a result of overall 
intervention by all players.  The expected effect of the proposed project is estimated 
in light of the available information about other organizations that involve in the 
development of Upper Egypt. Growth rate of 0.54% - 4.73% are expected to reflect 
production increases of horticulture crops as a result of the overall interventions by all 
parties and the proposed project will contribute by 30% of these growth rates, i.e. 
growth rates of 0.16% - 0.89% are expected to reflect the increases of production as 
an effect of the proposed project intervention.  In addition, the waste in horticultural 
crops was estimated at 20% - 30%, as per the 2030 Agricultural Strategy.  The 
objective of the agricultural strategy is to reduce these wastes to 10% - 20%; and it is 
expected that the proposed project will contribute by 20% of this reduction, i.e. 2% - 
4% reduction in wastes.  It is expected that the proposed project will contribute to the 
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increase of the selected crop production by 0.16% to 1.42%; and4% of the expected 
reduction of crop wastes can be reflected as an outcome of the proposed project.  
These growth rates are very conservative rates. 
Table 7: Growth Rates in production in the selected three governorates (Menia, Assuit and Sohag)
Commodity Without Intervention With Intervention Intervention Effect ADB Project effect
Tomato 2.34% 2.93% 0.59% 0.23%
Potato 8.53% 10.66% 2.13% 0.64%
Green Beans 7.28% 9.10% 1.82% 0.55%
Dry Onion 11.50% 14.38% 2.88% 0.86%
Green Onion 2.17% 2.72% 0.54% 0.16%
Garlic ‐2.80% 1.50% 4.30% 1.29%
Grapes ‐3.23% 1.50% 4.73% 1.42%
Growth Rates for Menia Governorate
Milk 7.73% 8.89% 1.16% 0.35%

Without intervention: is the growth rate for each crop for the period 2000 ‐ 2008
With intervention: based on the 2030 Egyptian Agricultural Strategy and field visits
Intervention Effect: is the total effect of all involved parties
ADB Project Effect: is 30% of the intervention effect
  

 
Table 8: Waste in commodities in the selected three governorates (Menia, Assuit and Sohag)
Commodity Without Intervention With Intervention Intervention Effect ADB Project effect
Tomato 40.00% 20.00% ‐20.00% ‐4.00%
Potato 30.00% 10.00% ‐20.00% ‐4.00%
Green Beans 30.00% 10.00% ‐20.00% ‐4.00%
Dry Onion 30.00% 10.00% ‐20.00% ‐4.00%
Green Onion 30.00% 10.00% ‐20.00% ‐4.00%
Garlic 30.00% 10.00% ‐20.00% ‐4.00%
Grapes 30.00% 10.00% ‐20.00% ‐4.00%
Waste in Milk for Menia Governorate

Milk 30.00% 20.00% ‐10.00% ‐2.00%

Without intervention: is the current level of waste in each crop
With intervention: based on the estimates of 2030 Egyptian Agricultural Strategy and field visit
Intervention Effect: is the total effect of all involved parties
ADB Project Effect: is 20% of the intervention effect  

 

(vi) Calculate the difference between the commercial interest rates and project 
interest rates 

The following levels of interest rates in the commercial Banks and the proposed ones 
under the proposed project are used to valuate the project cost to estimate the 
economic rate of rerun (ERR).  The difference between the commercial interest rate 
and the project interest rate to the project end users (6.5%) is added to the project cost 
for the USD70 million and the full commercial interest rate (19%) is used for the 
USD1.5 million grant to add the additional interest rates if the project is not there. 
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Table 9: Levels of Interest Rates in Commercial Banks and SFD loans 

Item 
Interest rates based on 

Commercial Banks SFD loans Differences 
Interest rates ranges 18% -20% 12% -13% 6% - 7% 
Average 19% 12.50% 6.5% 

Source: Field visit to Minya Governorate in July 2009. 

(vii) Estimate the Financial Internal Rate of Return (FIRR) 

The Financial Rate of Returns is 27.2%. 
Table 10: Financial Internal Rate of Return (FIRR) 0

IRR Cost Revenue Benefits
Investment 

costs
Operational 

costs
Cost of 

production
Total Costs Revenue Benefits 27.2% EGP million EGP million EGP million

1 2010 139.07 0.08 71.15 210.30 104.03 (106.27) 0.786 165.272 81.759 (83.513)
2 2011 139.07 0.08 75.44 214.59 122.25 (92.33) 0.618 132.534 75.507 (57.027)
3 2012 111.57 0.08 80.04 191.69 142.32 (49.37) 0.485 93.045 69.081 (23.964)
4 2013 1.57 0.08 85.00 86.65 164.51 77.86 0.381 33.052 62.752 29.701
5 2014 1.57 0.08 90.32 91.97 189.11 97.14 0.300 27.571 56.691 29.120
6 2015 0.08 90.32 90.40 189.11 98.70 0.236 21.299 44.553 23.254
7 2016 0.08 90.32 90.40 189.11 98.70 0.185 16.739 35.014 18.275
8 2017 0.08 90.32 90.40 189.11 98.70 0.146 13.155 27.517 14.362
9 2018 0.08 90.32 90.40 189.11 98.70 0.114 10.338 21.625 11.287

10 2019 0.08 90.32 90.40 189.11 98.70 0.090 8.125 16.995 8.871
11 2020 0.08 90.32 90.40 189.11 98.70 0.071 6.385 13.356 6.971
12 2021 0.08 90.32 90.40 189.11 98.70 0.056 5.018 10.497 5.479
13 2022 0.08 90.32 90.40 189.11 98.70 0.044 3.944 8.249 4.306
14 2023 0.08 90.32 90.40 189.11 98.70 0.034 3.099 6.483 3.384
15 2024 0.08 90.32 90.40 189.11 98.70 0.027 2.436 5.095 2.659
16 2025 0.08 90.32 90.40 189.11 98.70 0.021 1.914 4.004 2.090
17 2026 0.08 90.32 90.40 189.11 98.70 0.017 1.504 3.147 1.642
18 2027 0.08 90.32 90.40 189.11 98.70 0.013 1.182 2.473 1.291
19 2028 0.08 90.32 90.40 189.11 98.70 0.010 0.929 1.944 1.014
20 2029 0.08 90.32 90.40 189.11 98.70 0.008 0.730 1.527 0.797

393 1.65 1,757 2,151 3,559 1,408 3.641 548.270 548.271 0.000

Present Value

# YEAR

Current values (EGP million)

 
 

(viii) Estimate the Shadow Exchange Rate (SER) and the Standard Conversion 
Factor (SCF) 

The following table includes the details of estimating the premium on exchange rate, 
shadow exchange rate, and standard conversion factor (SCF).  The shadow exchange 
rate is used in transferring the $ amounts to Egyptian pounds in estimating the 
economic rate of return (ERR).  Also, it used in estimating the economic prices of 
horticulture and milk commodities.  The SCF was used in discounting the value of 
non-traded inputs in the crop budget to estimate the cost of production as part of the 
ERR estimation. 
Table 11: Egyupt - Estimating Shadow Exchange Rate and Standard Conversion Factor (SCF)

Taxes 
International 

Trade 
Transaction

Customs and 
other Import 

Duties

Taxes on 
Exports

Profits of 
export or 

import 
monopolies

Exchange 
profits

Exchange 
taxes

Other taxes on 
international 

trade and 
transactions

Official 
Exchange 

rate

Egypt 
Exports IFS

Egypt 
Imports 

IFS

Shadow Ex, 
Rate

Premium 
on 

Exchange 
rate

Standard 
Conversion 

Factor (SCF)

LE Million LE Million LE Million LE Million LE Million LE Million LE Million LE/$ LE Million LE Million LE/$ % ratio

1 2 3 4 5 6 7 8 9 10 11 12 13
2001 7379 7296 0 0 0 0 83 4.490 16,343 50,660 4.9845 11% 0.9008
2002 7379 7296 0 0 0 0 83 4.500 21,184 56,480 4.9276 10% 0.9132
2003 8303 8232 1 0 0 0 70 6.153 36,823 65,082 6.6545 8% 0.9247
2004 9327 9234 2 0 0 0 91 6.131 46,666 70,292 6.6204 8% 0.9261
2005 7826 7745 1 0 0 0 80 6.200 50,557 75,919 6.5836 6% 0.9417
2006 9754 9654 2 0 0 0 98 5.740 54,773 81,997 6.1494 7% 0.9334
2007 10507 10370 22 0 0 0 115 5.400 59,339 88,561 5.7836 7% 0.9337
2008 10507 10370 22 0 0 0 115 5.500 64,287 95,650 5.8613 7% 0.9384
Source: 

a)  IMF, "Government Finance Statistics (GFS)".
b)  IMF, "International Financial Statistics (IFS)".

Year
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(ix) Estimate the shadow prices for selected commodities: 

The concept of net exported and imported commodities are used to estimate the 
shadow prices (economic prices) of the selected commodities.  The economic prices 
are estimated for each crop according to the position of Egypt as a net exporter (for 
horticulture crops) or net importer (for milk) and the non-traded commodities 
(agricultural inputs except fertilizer). 
Table 12: World Price Equivalent at Farm Level for Selected Crops

Year: 2008
Unit

Tomato Potato Green Beans Dry Onion Green Onion Garlic Grapes Milk
Exported Exported Exported Exported Exported Exported Exported Imported

Adjusted World Price LE/Ton 637.8 825.9 1,708.5 749.0 729.0 1,657.2 3,669.6 1,544.7

World Price [1] US$/Ton 388.3 369.3 754.3 336.5 336.5 723.9 2,112.5 753.4
Freight, to Alex [2] US$/Ton 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Value at Alex US$/Ton 388.3 369.3 754.3 336.5 336.5 723.9 2,112.5 753.4

Import/Export duties [3] % 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 10.0%
Sales Tax % 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 10.0%
Other Fees % 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total duties, tax and fee US$/Ton 0.0 0.0 0.0 0.0 0.0 0.0 0.0 150.7
World Price at Alex US$/Ton 388.3 369.3 754.3 336.5 336.5 723.9 2,112.5 904.0

Exchange Rate LE/US$ 5.86 5.86 5.86 5.86 5.86 5.86 5.86 5.86
WP Equiv. at Alex LE/Ton 2,275.9 2,164.8 4,421.2 1,972.5 1,972.5 4,242.9 12,382.1 5,298.9

Tran. Alex to Market (Cairo) LE/Ton 60.0 40.0 60.0 40.0 60.0 40.0 60.0 60.0
Tran. Market (Cairo) to Farm LE/Ton 90.0 60.0 90.0 60.0 90.0 60.0 90.0 90.0
World Price at Farm LE/Ton 2,125.9 2,064.8 4,271.2 1,872.5 1,822.5 4,142.9 12,232.1 5,148.9

Quality Adj. (including waste) % 30% 40% 40% 40% 40% 40% 30% 30%
World Price at Farm LE/Ton 637.8 825.9 1,708.5 749.0 729.0 1,657.2 3,669.6 1,544.7

FGP LE/Ton 828.6 887.0 1,173.6 580.8 832.0 1,110.0 1,625.0 2,115.0
FGP/AWP Ratio 1.30 1.07 0.69 0.78 1.14 0.67 0.44 1.37
Source:

(1) Abel, Martin; Bradely, T.;  Rawash, A.; Emara, A.; Nassar, A.; "An Evaluation of Prices of Major Agricultural Commodities in Egypt 
    in Relation to World Prices";  Agricultural Policy Analysis Project, Phase II, Technical Document No. 1; April 1989
(2) Ministry of Finance, Customs Tariff According to the Amendments of the Harmonized System 2007 issued by the Presidential Decree No 39/2007, Chapter 4
(3) General Organization for Export and Import Control (GOEIC)

Notes:
[1]   World Prices: 

Net imported crops: Milk
Net Exported crops: Tomato, Potato, Green beans,, Dry Onions, Green Onions, Garlic and Grapes.

[2]   Egypt Export or import prices were used because world prices were not available.  Then freight is zero.
[3] Import duties ranged between 5% to 20%, an average of 10% was used

The expression “milk” means full cream milk or partially or completely skimmed milk.

Items

 
(x) Estimate the economic rate of return (ERR) 

The Economic Rate of Return is 37.8% 
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Table 13: Economic Rate of return (ERR) 0
ERR Cost Revenue Benefits

Investment 
costs

Operational 
costs

Cost of 
production

Total Costs Revenue Benefits 37.8% EGP million EGP million EGP million

1 2010 158.05 0.10 66.76 224.91 119.03 (105.88) 0.726 163.248 86.396 (76.852)
2 2011 158.05 0.10 70.79 228.94 142.58 (86.35) 0.527 120.609 75.117 (45.492)
3 2012 126.83 0.10 75.11 202.05 168.22 (33.83) 0.382 77.260 64.325 (12.935)
4 2013 1.99 0.10 79.76 81.85 196.28 114.43 0.278 22.717 54.476 31.759
5 2014 1.99 0.10 84.75 86.85 227.14 140.29 0.201 17.495 45.757 28.262
6 2015 0.10 84.75 84.86 227.14 142.28 0.146 12.408 33.211 20.804
7 2016 0.10 84.75 84.86 227.14 142.28 0.106 9.006 24.106 15.100
8 2017 0.10 84.75 84.86 227.14 142.28 0.077 6.537 17.497 10.960
9 2018 0.10 84.75 84.86 227.14 142.28 0.056 4.745 12.700 7.955

10 2019 0.10 84.75 84.86 227.14 142.28 0.041 3.444 9.218 5.774
11 2020 0.10 84.75 84.86 227.14 142.28 0.029 2.500 6.690 4.191
12 2021 0.10 84.75 84.86 227.14 142.28 0.021 1.814 4.856 3.042
13 2022 0.10 84.75 84.86 227.14 142.28 0.016 1.317 3.525 2.208
14 2023 0.10 84.75 84.86 227.14 142.28 0.011 0.956 2.558 1.603
15 2024 0.10 84.75 84.86 227.14 142.28 0.008 0.694 1.857 1.163
16 2025 0.10 84.75 84.86 227.14 142.28 0.006 0.504 1.348 0.844
17 2026 0.10 84.75 84.86 227.14 142.28 0.004 0.365 0.978 0.613
18 2027 0.10 84.75 84.86 227.14 142.28 0.003 0.265 0.710 0.445
19 2028 0.10 84.75 84.86 227.14 142.28 0.002 0.193 0.515 0.323
20 2029 0.10 84.75 84.86 227.14 142.28 0.002 0.140 0.374 0.234

447 2.09 1,648 2,097 4,260 2,163 2.643 446.214 446.214 0.000

Present Value

# YEAR

Current values (EGP million)

 
 

(xi) Sensitivity Analysis 

The project is feasible because the NPV is positive (LE 282.42 million) and the internal rate 
of return is high, i.e. FIRR is 27.2% and the ERR is 37.8%.  It is important to recognize that 
the project is more sensitive to the changes in costs than returns. 

(i) 

Table 14: Sensitivity Analysis

Item IRR Change ERR Change
Estimated Rate of returns 27.2% 37.8%
10% decrease in Cost 35.7% 8.5% 48.4% 10.6%
10% increase in Cost 21.0% ‐6.3% 30.3% ‐7.5%
10% increase in revenue 34.8% 7.6% 47.2% 9.5%
10% decrease in revenue 22.9% ‐4.3% 31.9% ‐5.9%

IRR/NPV at 12% = 282.42 EGP million  
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TECHINCAL ANNEX B8 
ENVIRONMENTAL AND SOCIAL MANAGEMENT PLAN ANALYSIS 

 
Environmental Analysis 
 
1. The development of micro and small agribusinesses in Upper Egypt will increase 
agriculture production and strengthen linkages between smallholder farmers, private 
investors and input-output markets, which will ultimately improve the overall food security 
and socio-economic livelihood. Agricultural production and market development will 
increase production volumes both through extensive and intensive farming practices, and 
increase value added in processing and marketing capacity of agribusinesses involved in the 
commodity supply chains. Environmental issues inherent to development of agribusiness are 
largely related to effluent discharges from use of chemicals for agro-processing, use of 
pesticides and their likely impact on land and water resources, including general health and 
safety of workers and people engaged with the projects.. The credit component of the project 
will on-lend to farmers and MSEs engaged in horticulture and dairy production, including but 
not limited to provision of farming services such as farm mechanization, storage and 
distribution facilities, financing of agricultural inputs and investments in small-scale 
infrastructure.  
 
2. Potential positive impacts: The project is expected to generate positive social impacts 
that could lead to reduced poverty levels, improved food security through better crop and 
livestock yields, diversified agricultural resource base, and improved household income. The 
project will also result in a multiplier effect on the local economy through development of 
entrepreneurial activities such as market outlets. 
 
3. Potential negative impacts: The negative impacts inherent to development of 
agribusiness are largely related to sub-projects which focus on investments in small-scale 
infrastructure, purchase and use of agricultural, livestock, and laboratory chemicals and 
pesticides, post-harvest and handling equipment and marketing, storage and processing at 
agro-enterprise level. The use of agro-chemicals (both natural and chemical fertilizers) may 
result in an excess of nutrients which can contaminate water bodies and impact the health and 
safety of the people dependent on the water bodies. This also poses a risk of having high 
incidences of water-borne diseases due to the consumption of polluted water.  
 
4. The potential negative impacts are site specific, minimal and reversible through the 
design and implementation of appropriate mitigation measures. The project proponent (the 
Social Fund for Development) prepared an Environmental and Social Management Plan and 
Guidelines Manual (ESGM), which includes a screening process to assess the potential 
impacts associated with sub-projects. Using the screening and review process for sub-project, 
identification and assessment of environmental impacts will be carried out to determine 
which safeguard policies will be triggered and what measures will be taken to address the 
potential environmental impacts. The screening and review process will also ensure that sub-
projects that may have potentially significant impacts will require more detailed study and 
the need for a sub-project specific Environmental Assessment. Furthermore, the process will 
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ensure that the screening of sub-projects is compliant with the Egyptian Environmental Law 
No. 4 for 1994 and the Bank’s environmental and social assessment procedures.  
 
5. Environmental monitoring is essential to ensure that the proposed mitigation measures 
are implemented and level of effectiveness is measured, in addition to providing an early 
warning of any environmental and social changes. Environmental monitoring of the project 
will be carried out by the Environmental Affairs Department together with the Environmental 
Development Unit at the SFD through its environmental focal points, follow up on the 
projects to ensure that they comply with the requirements spelled out in the environmental 
assessments prior to approval of the Environmental Affairs Department. Specific 
environmental monitoring indicators will be suggested in each site-specific Environmental 
and Social Management Plan according to the biophysical and social economic characteristics 
of each sub-project. Indicators that may be used for monitoring purposes include the 
following, among others, the following parameters: general conditions of the infrastructure, 
general condition around the infrastructure, organic, chemical and bacteriological pollution, 
and incidence of water-borne diseases, use of chemical fertilizers and pesticides, water 
quality, ecological effects of pesticide use, human and animal safety.  
 
6. Despite the measures taken to ensure a positive environment outlook, the institutional 
capacity at the national and governorate level of the Environmental Development Unit at the 
SFD is limited. To address this shortcoming, the project will benefit from the implementation 
of the component on strengthening of institutional capacity developed under the Egypt 
Franchising Sector Support Program. The component will entail staffing and training of 
environmental officers to take on the responsibility of environmental and social review of 
sub-projects of the SFD.  
 
Climate Change 
 
7. Climate change models indicate that although Egypt is likely to face both increases in 
precipitation and rise in temperatures in the future, expected increase in potential 
evapotranspiration would be offset by increase in rainfall so that runoff will remain virtually 
unchanged. Water scarcity is an increasing concern, and the GoE is encouraging the use of 
drip irrigation and good water management practices. In the likelihood of future climate 
variability and climate change, development of agribusiness will strengthen the 
organizational capacity of famers and the institutional support to smallholders, provide 
access to credit, increase efficiency in input-output markets and provide access to knowledge 
on improved land management and improved farming system. These factors will result in 
high local capacity to adapt to both short-climate variability and medium- to long term 
climate change. 
 
Gender Analysis 
 
8. With 57.3% of the population living in rural areas, agriculture is an important source 
of employment, income generation, poverty reduction, and a substantial contributor to GDP.  
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Agriculture provides employment to 83.2% of rural women and 43.3% of rural men.10 
Strategic crops such as wheat, cotton, maize and rice are male dominated, while women work 
mostly in animal husbandry as well as planting and harvesting of vegetables and fruit crops. 
With the majority of landholdings at below 3 feddans, farmers adopt labor-intensive 
techniques and rely widely on family labor, including dependent women. Smallholder 
farmers are mostly engaged in subsistence farming relying primarily on self-employment. 
This is evidenced by the fact that of the 83.2% rural women employed in agriculture, 45% 
are self-employed, 36% are unpaid workers (ie working in family-owned land), while only 
2.5% are agricultural wage-earners.11 Therefore, at the smallholder level, while agriculture 
provides self-employment opportunities, it is not expected to generate further jobs in the 
sector. 
 
9. In terms of income, survey results suggest that 40.04% of rural income is provided by 
agricultural activities, while 46.96% is provided from non-agricultural activities. This infers 
that non-agricultural employment is sought by rural families to supplement their on-farm 
incomes. The combination of off and on farm labor is more of a challenge to women since 
they have the additional burden of household chores, child care  and care for the elderly.  
 
10. Agricultural employment is also linked to lower educational levels, which explains 
the high percentage of women working in this field. Home-based activities, such as milk and 
dairy production, basic food processing such as jams and pickle making, animal raising, and 
handicrafts are other income generating options for women who need to combine on and off 
farm activities. These rural micro and home-based enterprises are common amongst female-
headed households. By contrast, small rural enterprises tend to be owned/managed by men.  
According to the 2006 Egyptian Labour Market Panel Study, female owned SMEs is about 
17.9%. 12 Women generally lack the education, collateral and access to finance that is 
required.  
 
11. In line with the above, there appears to be a number of structural, cultural and 
economic barriers which limit women’s active economic participation in rural areas, in both 
the agricultural sector and MSEs. The most common barriers are:  

 limited access to formal finance;  
 limited asset ownership;  
 limited access to training opportunities and advisory services, particularly by women 

providers of extension services;  
 high illiteracy rates;  
 large households with many chores, childbearing and elderly care provider 

responsibilities.  
 

                                                 
10 “Agricultural productivity growth, employment and poverty in Egypt” by H. Kheir-El-Din and H. El Laithy, 
Working Paper No. 129, February 2008. 
11 “Agricultural productivity growth, employment and poverty in Egypt” by H. Kheir-El-Din and H. El Laithy, 
Working Paper No. 129, February 2008 
12 Cited in Cida Egypt Country Program (Prospective) Evaluation (2001-2011) and Looking-Forward 
Assessment. By Universalia Management Group. June 2009. 
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12. Many of these barriers will be addressed by the RIEEP project, which has the overall 
objective of improving the livelihoods of the economically active rural smallholder farmer, 
both men and women, engaged in agriculture and agribusiness activities.  
 
Access to finance: 
13. Through the project agribusiness facility, finance will be availed nationwide to both 
men and women for agribusiness initiatives.  Finance will be in the form of short and 
medium term loans, administered by banks in the case of small enterprises, and by NGOs in 
the case of micro-enterprises.  The project targets 40% female-owned micro-enterprises, and 
25% female owned small enterprises. Through the SFD’s One-Stop-Shops, licenses, 
ownership papers and registration procedures will be facilitated for project beneficiaries.  
 
Access to training opportunities and knowledge transfer: 
14. Through the technical assistance component to be administered in three governorates 
of Upper Egypt, the project will offer business and technical training to individuals, members 
of associations. Training will be based on a thorough needs assessment to be conducted at the 
start of the project. It is expected that information on quality requirements and bio-safety 
issues, and facilitation of business linkages with other actors in the value-chain will be major 
components of aspects of the training curricula.  The project will also facilitate literacy 
activities either by directly providing literacy classes or by guiding the beneficiaries to 
available service providers. Gender-specific targets have been set to ensure that both men and 
women will benefit from capacity building: 35% of women are to receive business and 
technical training through farmer associations; at least 35% women staff-members of 
financial intermediaries will be trained on agribusiness financing; in addition a minimum of 
35% of women staff-members within the implementing agency, SFD, will be trained in 
agribusiness lending.  
    
16. By increasing technical know-how and business skills of men and women members 
of farmer associations in the three governorates of Upper Egypt; building linkages between 
MSEs and larger private sector investors and facilitating contract farming initiatives; and 
availing tailored finance for agribusiness purposes, the project will contribute to enhanced 
productivity, spurring economic growth and increased household income, which in turn will 
create demand for services and goods thereby creating employment in non-agricultural 
activities. Job creation will have its own target, including gender-specific targets. This will 
have rippling effect on the rural communities in the target governorates, and the positive 
developmental impact should encourage replication of the project in other governorates 
within Egypt. 
   
Alignment with National Development Plan: 
17. The project outcomes are aligned with the gender-specific agenda outlined in Egypt’s 
development plan. Indeed, the 6th National Development Plan (NDP) 2007/8-2011/12 has, 
for the first time, mainstreamed gender into Egypt’s development agenda. The NDP gender 
component is based upon 9 main pillars, of which the most relevant to the project include: (i) 
providing an extra 600,000 jobs for women over a period of 10 years and; (ii) guaranteeing 
women’s right in ownership and inheritance, and facilitating legal procedures.  The NDP 
cites the Social Fund for Development, the Ministry of Social Solidarity and Civil Society as 
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the main entities for the advancement of women’s economic, social and political role.  
Reflecting the commitment of the government towards advancing women’s affairs, in 2009 a 
presidential decree was issued towards the establishment of a Ministry of State for Family 
and Population. 
 
Social Analysis  
 
18. Recent statistics indicate that chronic poverty is concentrated in rural Upper Egypt, 
where it accounts for 40.2% of the population. In addition to poverty, rural areas are 
characterized by high illiteracy rates and limited access to basic infrastructure and services. 
Employed primarily in subsistence agriculture with limited access to cash income, many 
rural men and women seek to supplement their income by establishing micro and small 
businesses. However they are faced with social and structural barriers, such as limited access 
to finance, exploitation by traders and intermediaries, limited access to knowledge and 
technology, acute sense of mistrust within communities, etc. Current practices in agriculture 
are traditional with limited adoption of technology or value addition, even at the basic level. 
As such, it is not attractive for the younger populations who migrate from the periphery to 
the center, in seek of better employment opportunities. The encouragement of wider 
stakeholder participation and partnerships in the project’s activities will enhance positive 
social equity outcomes through (i) reducing isolation and improving access to economic 
opportunities for the poor and (ii) decreasing social exclusion of certain groups such as 
women and the newly graduates.  The project’s emphasis on the strengthening of FAs and the 
establishment of public-private partnerships will be crucial in strengthening local social 
capital and in supporting community-based economic development interventions that will 
improve the quality of life of the local population in all aspects.  
 
Stakeholder Analysis 
 
19. By definition, agribusiness is a combination of the agriculture, industry and services 
sectors. Accordingly, it involves numerous stakeholders, all connected through the value-
chain. It is therefore vital to ensure tight integration among the value chain stakeholders for 
increased productivity leading to increase in income and employment generation. The 
activities related to agribusiness can be categorized into pre-harvest and post-harvest 
activities. Within the former, activities include pre-production and production; within the 
latter category, activities include post-harvest handling, then marketing and distribution. 
Each category has its own set of stakeholders.  
 
20. Agribusiness stakeholders can roughly be subdivided into six main categories, as 
follows: 

 Farmers and producers of agricultural products 
 Processors and manufacturers of agricultural products 
 Intermediaries and service suppliers including financing bodies  
 Traders including wholesalers and retailers 
 The final consumer 
 Policy makers 
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21. The project’s stakeholders will include the above-cited, with particular emphasis on 
the micro, small and medium sized enterprises within these categories, as well as NGOs, 
cooperatives, private sector associations, specialized food related chambers and councils, 
banks and financial intermediaries, exporters, donors working on agribusiness initiatives, 
government entities such as the Ministry of Agriculture and Land Reclamation, the 
Agricultural Research Center, and the Ministry of Trade and Industry.    
 
22. Stakeholder consultations were held during identification, preparation and appraisal 
of the project. Consultations were held at the central level, in Cairo, as well as at the local 
level, in two governorates of Upper Egypt. Consultations were held with stakeholders along 
the value-chain and included:  

 policy makers: private sector representatives of chambers of commerce, ministry 
officials in Ministry of Trade and Industry, Agriculture and Land Reclamation, 
Industrial Modernisation Center, and local government officials;  

 consumers, wholesalers and retailers: traders in El Obour Whole Sale Market, 
representatives from Carrefour and Makro hypermarket chains, retailers;  

 intermediaries: bankers, credit guarantee company, industrial modernization center, 
traceability project, NGOs, Horticulture Export Improvement Association, Union of 
Producers and Exporters of Horticultural Crops;   

 processors: private sector representatives from Tetrapak, Beyti, SEKEM and Wadi 
Foods, dairy manufacturers in Minya, Agricom representative in Minya;  

 farmers: smallholder farmers members of cooperatives/ associations in Beni Suef and 
Minya;  

 business development service providers: CEOSS (in Minya), BEST (in Minya), 
BDSSP (in Minya), Clean Production Center;  

 donors: USAID, EU, FAO, IFAD, UNDP, UNIDO, Planetfinance.  
 
23. During the stakeholder consultations, there was widespread consensus that the 
agribusiness sector is in need of support, particularly in view of the fact that the agro-
industries together with the spinning/weaving subsector, provided, 50% of Egypt’s total 
manufacturing sector output in 2007. Since manufacturing accounted for 16% of total GDP 
during 2006/7, the importance of developing the agro-industry sector is evident. From a job 
creation perspective, the food processing sub-sector employed more than 19,000 persons in 
2007, and reported investments of up to LE 4.6 billion.13  
 
24. The project team was informed that several ad-hoc initiatives are being, or have been, 
established by the private sector to enhance integration amongst the value chain stakeholders. 
For example, the multinational Tetrapak company is mobilizing resources in collaboration 
with dairy processors, to set up milk processing hubs in rural communities in the vicinity of 
the processor’s outfit.  Heinz company has entered into an agreement with USAID, under a 
Private-Public-Partnership type initiative, and is assisting smallholder farmers in Upper 
Egypt in improving their tomato production following which the company will purchase 
from the farmers the produce which fits their pre-determined quality criteria. The recently 
established Makro Cash & Carry Egypt chain, member of the German Metro Group, is 
                                                 
13 “Development Co-operation Report 2007” published in April 2009 by the Ministry of International 
Cooperation. 
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planning to operate based on the “business to business” (B2B) model, targeting 10 wholesale 
stores in the next three years. However, due to bio-safety issues, post-harvesting concerns, 
and irregular production, it has mobilized € 1.5 M under the Netherlands Foreign Trade 
Agency’s Private Sector Investment Programme to build the capacities of medium sized 
farmers and introduce to them MAKRO specifications and requirements, based upon which 
these farmers can then become MAKRO suppliers. All of these initiatives are positive 
developments which will facilitate the realization of the private sector led service delivery 
approach being promoted under the proposed project. These companies have also expressed 
an active interest in working with the FAs to be promoted under the project.  
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TECHNICAL ANNEX B9 
PROJECT PREPARATION AND SUPERVISION 

 
Project Identification and Preparation: The project concept was discussed with the 
Government during the launching of the ongoing MSEs Support Project in February 2009. 
This was followed by an Identification Mission in November 2008. The project was prepared 
in March 2009.   
 
Country Team Meeting: A Country Team meeting was held on 29th June 2009 to discuss the 
Project Concept Note. 
 
Peer Review of Project Concept Note (PCN):  
 
OpsCom: A revised PCN was submitted to OpsCom for review in on the 4th July 2009 
following the incorporation of comments from peer reviewers and CT meeting. OpsCom 
Clearance for the project was received on the 15th July 2009.  
 
Project Appraisal: The project was appraised in July 16-30, 2009 by a team comprising two 
Socio-Economists, an Agro-Industry Specialist, an Agricultural economist (local consultant), 
and an Environmental Specialist. At the local level, the mission visited 2 Governorates of 
Upper Egypt (one during the preparation mission and another during the appraisal mission) to 
consult with stakeholders locally on the project. The mission met with representatives from the 
local government, CBOs, NGOs, farmer cooperatives, individual farmers and association 
members, financial intermediaries, and donor-funded projects. At the central level, the mission 
met with representatives of the Food Councils, Unions and Association of Horticultural 
Producers, the Industrial Modernisation Center, the traceability project, private sector 
processors, hypermarket quality and procurement staff, other value chain actors.  Extensive 
discussions and consultations were held. At the national level, the Mission met with officials 
of key Government ministries and other donors involved in agribusiness and SME 
development in Egypt. A systematic review and verification of all aspects of the project was 
conducted by the mission.  
 
Peer Review: Following the Appraisal Mission, the Project Appraisal Report (PAR) was 
submitted to Peer Reviewers on the 11th September 2009  
 
Country Team Meeting: the PAR was submitted to the Country Team on the 30th September 
and the project document was cleared by the Country Team on the 15th October 2009. 
 
Translation: The revised PAR was submitted for translation on 19th October 2009  
 
Loan Negotiations: Loan negotiations with the Government of Egypt will be held on the 16th 
– 18th December 2009. 
 
Board Submission and Decision: The Board is scheduled to consider the project on the 13th 
January 2010. 
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TECHNICAL ANNEX C1 
PROJECT DESCRIPTION 

 
Strategic Context and Rationale 
 
1. The Government of Egypt (GOE) has repeatedly emphasized the importance of 
micro, small and medium-sized enterprises for the country’s economic development as they 
are regarded as very effective engines for growth and job creation. While medium sized 
enterprises remain limited in number, the majority of private sector enterprises are within the 
realm of micro and small enterprises, and their numbers are increasing. In 2008, MSEs were 
estimated to be around 5 million economic units, compared to 3.3 million in 1998. These 
enterprises account for over 99 percent of non-agricultural private sector employment, which 
is about 40 percent of total employment.  The Bank has been substantially engaged in the 
development of MSEs in Egypt.   
 
2. Egypt’s National Development Plan (2007-2012) calls for the creation of 
approximately 750,000 new jobs every year in order to cope with new entrants to the 
workforce and reduce the current level of unemployment from around 8.4% to 5.5% by the 
end of the plan. Developing micro and small enterprises (MSEs) is one major strategy for job 
creation. As per the National MSE Strategy (2009-2013), MSEs are expected to account for 
up to 450,000 of the new annual job requirements of which at least 280,000 are expected 
from SFD support. Furthermore, the Sustainable Agricultural Strategy up till 2030, published 
in January 2009, targets the creation of 70,000 jobs annually within the agricultural and 
agricultural-related sector.  In alignment with these frameworks, the Rural Income and 
Economic Enhancement Project (RIEEP), will seek to contribute towards this strategic goal 
by creating at least 60,500 jobs in the MSE Agribusiness sector. 
 
3. As of 2005, Egypt embarked on an aggressive reform program, which has since 
positioned the country as one of the fastest growing economies in the region – growing at a 
1.5 percentage point higher than the MENA region countries and at a 1.8 percentage point for 
each 1 percentage point growth in world GDP14. However, despite this exemplary 
performance, poverty and vulnerability continue to be a major challenge in Egypt.  Unequal 
growth has negatively impacted the elasticity of poverty reduction resulting in an increase in 
chronic poverty and exacerbating regional inequalities.  About three-quarters of the poor live 
in rural areas, with 55 percent living in rural Upper Egypt.  The GOE is aware of this 
challenge and as a result, the NDP (2007-2012) sets the following goals:  (i) creating 750,000 
new jobs annually of which about 10% will be in the agriculture and agricultural-related 
sectors; (ii) fostering agro investments as a catalyst to stimulate private sector development 
in rural economies; (iii) improving income levels of the low income citizens; (iv) improving 
the standard of living of the citizens, especially for the population living in Upper Egypt; and 
(v) empowering women economically and creating 60,000 jobs for women annually. These 
goals are consistent with the Bank’s medium term strategy which encourages sustainable and 
equitable economic growth for employment generation through the promotion of agro-
industry development in rural areas. 

                                                 
1414 Economist Intelligence Unit: Egypt Country Report July 2008. 
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4. To achieve these goals, a more market led approach is required which involves 
production decisions based on market needs rather than the traditional production-oriented 
approach. However, Egypt’s rural population is unprepared for the realities of a market-led 
world. Smallholder farmers struggle to be competitive in a situation where they are not well 
connected to markets and lack the knowledge, skills and financial resources to participate 
fully in commercial transactions. In particular, limited access to finance remains a key 
binding constraint for the development of rural economies, especially for MSEs engaged in 
agribusiness. It is estimated that only five percent of the potential microfinance market 
currently receive credit, and the Central Bank of Egypt (CBE) reports that bank loans to 
MSEs remains limited to less than one percent of total loans. The recent global financial 
crisis is likely to further increase this constraint.  
 
5. Therefore, given this context, the proposed project comprising of a Line of Credit 
complemented with a TA program is the Bank’s holistic response to fill a gap in the financial 
market and build the capacity of the private agribusiness sector in order to create 
opportunities to improve agriculture-derived livelihoods of poor rural producers and enable 
smallholder producers to benefit from efficient markets and local-level value addition. 
 
 
Project Area and Project Beneficiaries  
 
6. The principal target group for the project is the economically active rural poor who 
have the potential to embark on business ventures which will bring value addition to their on-
farm and off-farm commercial activities. The project will also support some of the core poor 
through its microfinance activities. Gender considerations will be made in the selection of 
beneficiaries. Over a five-year period, the project will seek to support local value addition 
and provide finance to at least 4,800 small scale agribusiness enterprises and 20,000 micro 
enterprises, creating over 60,500 jobs (of which at least 40% will be for women). 
 
7. The project will be nation-wide supporting agribusiness value chain activities geared 
towards enhancing household incomes. The value chain analysis activities of the Capacity 
Building component will be commodity-focus and will initially be focused on two promising 
sub-sectors for food security and/or export potential: the dairy and the horticulture sub-
sectors.   These sub-sectors have been selected due to: (i) the high opportunity for 
smallholder participation; (ii) low barriers to entry to commodity production and processing 
(in terms of skills, technologies, risk); (iii) high opportunity for participation of women; (iv) 
high opportunity for the formation of business linkages along the value chain; and (v) high 
potential for enhancing household incomes and/or generating jobs along the value chain. The 
project will also positively discriminate in favour of Upper Egypt, which is in line with the 
current Government orientation towards giving priority to Upper Egypt in development 
assistance. In this regard, the capacity building activities will be limited to the governorates 
of: Minya, Assuit and Sohag. These governorates have been selected due to: (i) the 
prevalence and severity of poverty in these governorates; (ii) the existing production of the 
targeted commodities (e.g. dairy for Minya; and horticulture for all the three governorates); 
(iii) the economic growth potentials; (iv) limited exploitation of agri-business opportunities; 
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(v) trading opportunities for the targeted commodities; (vi) potential number of beneficiaries; 
(vii) limited access to agricultural finance; (viii) opportunities for participation by women 
and youth; and (ix) potentials for job creation. This pilot approach for the value chain 
analysis activities is necessary due to the limited grant resources available and also the 
innovative nature of the project for SFD.  
 
Table C1.1: Socio-Economic Profiles of Target Governorates 
 
Indicator Nationwide Minya Assisut Suhag 
Human Devt Index 
rank 

From 1-22 20 21 19 

Rural population (% 
of total) 

N/A 81% 73% 78% 

% of females  N/A 49% 48.9% 49.4% 
Labour force  
(% of population) • 

30.2 29.2% 26.2% 25.2% 

% of labour in 
agriculture• 

30.9% 59.2% 34.7% 40.6% 

Unemployment  9.3% 5.7% 9.4% 9% 
Females (% of 
workforce)• 

22.97% 29.15% 17.14% 18.66% 

Poor persons  
(% of total pop)• 

19.6% 39.4 60.6% 40.7% 

Literacy rate (15+)• 69.5% 57% 60.2% 60.5% 
No of SFD 
borrowers 

 21,278 19,042 11,758 

% of female 
borrowers 

 83.3% 73.1% 66.6% 

Average amount of 
loan 

 LE 4 600 LE 2 600 LE 2 700 

 
8. As depicted by the above table, the three governorates identified for the TA activity 
rank amongst the poorest governorates.  They also have higher than average percent of the 
population engaged in agriculture, with Minya accounting for almost twice the average. 
Unemployment rates are within range of the national average, with the exception of Minya 
which has lower unemployment figures. The percentage of females in the labor force is 
below the national average in two of the governorates, and significantly above the national 
average in the case of Minya. 
 
Project Objectives 
9. The Project Development Objective is to sustainably improve the incomes of the 
economically active rural smallholder farmers engaged in the production, processing and 
marketing of selected agricultural commodities (horticulture, livestock and fisheries) by 
enhancing their access to affordable long-term finance and facilitating their participation in 
productive business alliances. This will be achieved by (i) promoting smallholder farmer 
participation in associations (including cooperatives); (ii) creating business linkages between 
the farmer associations and the large private sector agribusinesses in a value chain, through 
improved information on market opportunities, value addition, entrepreneurial skills 
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development and reliable trade relations; and (iii) providing and facilitating easy access to 
finance.  
 
Project Components and Activities      
10. The project will have two mutually reinforcing components as described below: 
 
Component I: Capacity Building (USD3.0 Million) 
 
11. This component (which forms the TA program of the project) will specifically seek to 
support three broad sub-components, namely: (i) Value Chain Development; (ii) 
Agribusiness Finance Development; and (iii) Program Support. 
 
The Value Chain Development Sub-component 
 
12. This sub-component will fund the following activities: (i) participatory value chain 
analysis for horticulture and dairy; (ii) institutional assessment of existing farmer 
associations in the target governorates; (iii) building of the technical capacities of the 
selected FAs; (iv) business development services for the selected FAs; (v) provision of 
specific women entrepreneurship training (to empower women along the value chain of 
selected commodities); (vi) brokering partnership and business linkages between the FAs and 
the private sector actors in a value chain; (vii) provision of marketing and legal services 
support to FAs with a view to ensuring fair-trade practices; (viii) training of staff of service 
providers selected to implement the value chain development activities of the program with a 
view to building a substantial increase in the level of Egyptian expertise in value chain 
mapping and analysis; (ix) awareness campaigns on commodity-specific issues such as: 
information on prices and quality requirements; how to access key inputs; good agricultural 
and environmental practices; etc. and (x) conducting policy dialogue workshops and 
developing policy briefs with a view to influencing Government policy on pro-poor value 
chain development and the dissemination of knowledge generated within the project and 
from elsewhere. IMC will be responsible for the implementation of this sub-component 
through a Call-for-Proposals approach which will solicit innovative proposals from service 
providers to deliver on the identified activities.  
 
13. Minimum set of performance indicators, outputs and outcomes will be highlighted in 
the Call-for-Proposals to guide the development of proposals by service providers.  Selection 
Criteria for the service providers, Review process of Proposals, and Eligible costs will be 
detailed out in Operational Guidelines to be approved by the Bank. As general conditions, 
successful proposals must demonstrate: (i) relevance to the RIEEP project goals and 
objectives; (ii) pro-poor, environmental and gender sensitivity; (iii) adequate institutional 
capacity to implement the project; (iv) strong evidence of relevance and demand from the 
ultimate target beneficiaries; (v) strong evidence of beneficiary participation in proposal 
development; (vi) a realistic budget; (vii) results-orientation; (viii) economic and financial 
viability of the proposal; (ix) replicability; and (x) innovation and knowledge sharing. 
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14. A general description of the activities to be undertaken (specific modules will be 
developed by IMC after the value chain analysis expected at the inception phase of the 
project) could be broadly described as follows:  

Technical: 
 

• Production aspects that make more cost effective the production (e.g. good 
agronomic practices, variety selection, planting windows…). 

• Post-harvest handling systems to secure the quality and preservation of the 
production (e.g. basic training on harvest and pos-harvest operations for farm and 
post-harvest center workers, cold chain management, packing techniques, 
transportation…)   

• Food safety and traceability systems to secure compliance with food legislation 
and modern market demands (e.g. traceability, certification schemes like 
GlobalGap, ISO 22000, etc.)  

• The specific situation of the Dairy sector in Egypt, where the food safety and 
quality at farm level is the bottle neck for the integration of smallholders in the 
processing industry, demands that the TA will have to put special emphasis on 
animal health and care, milking hygiene and transport means/conditions. 

Business Skills Development:  
 

• Business and entrepreneurship skills with focus on farmers/farmer groups to 
become enterprises or partners of private business.  

• Marketing and information services (e.g. market linkages, prices, demand, 
inputs…).  

• Financial and legal advisory skills, with focus on contract farming for local and 
export markets. 

 
15. FAs with better potential in agribusiness will be selected. This selection will be based 
on: (i) complementing the interventions of other programs supporting FAs (i.e. AERI-
USAID, IFAD, UN-MDG…); (ii) successful track record on initiatives in horticulture/dairy; 
(iii) sound organizational structure and permanent relation with members; (iv) potential for 
growth (in terms of membership and marketable production); and (v) basic understanding of 
commercial and business market linkages. 
 
Agribusiness Finance Development Sub-Component 
 
16. This sub-component will provide capacity building support to SFD and participating 
PFIs with a view to developing their understanding of the potential agribusiness finance 
market and enhancing their capacity to undertake agribusiness lending. In this regard, the 
sub-component will fund the following activities: (i) awareness raising for both the PFIs and 
SFD, to build their awareness of the agribusiness subsector as a potential market, and (ii) 
provision of consulting support to at least 3 PFIs with a view to developing for each PFI a 
customized agribusiness finance strategy and business plan; identifying market opportunities; 
designing appropriate financial products; and developing guidelines for the 
operationalization of the agribusiness financing strategy for the PFI. Separate consultants will 
be recruited for each PFI for the duration of 18 months to avoid concerns over conflict of 
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interest and confidentiality. SFD, as the Executing Agency of the project, will be responsible 
for (i) establishing PFI eligibility criteria (subject to prior approval by the Bank), (ii) 
approving PFIs that will benefit from capacity building in agribusiness finance (subject to the 
Bank’s approval), and (iii) coordinating the selection and recruitment of the capacity-
building consultants for agribusiness finance development in line with the Bank’s 
procurement rules. In addition, this sub-component will also support the development of a 
micro-insurance scheme for NGOs and MFIs to protect agribusiness related risks. To this 
effect, the Project will engage the services of a competent agency for the duration of 18 
months to: (i) carry out a feasibility study for the introduction of an Index-based Crop Micro-
insurance scheme for the horticultural sub-sector; (ii) develop the scheme; and (iii) support 
the distribution of the scheme by NGOs and MFIs.   
 
Program Support 
 
17. This sub-component will support the fees of the Project Manager (agribusiness expert) to 
be recruited for the duration of 3 years; the staff related costs of the TA program and a client 
survey to be conducted at mid-term to solicit beneficiary perceptions on the project using 
community monitoring tools.  
 

Outputs 
 
18. Expected outputs include: (i) about 100 FA staff receive technical and/or business 
skills training with at least 35% female representation; (ii) at least 15 pro-poor 
business/commodity alliances established; (iii) at least 15 business plans developed and 
receive financing; (iv) staff members of at least 5 service providers trained; (v) at least 150 
staff members (including senior management) of PFIs trained in agribusiness lending 
methodologies (at least 35% women); (vi) at least 60 SFD staff members (including senior 
management) trained in agribusiness lending methodologies (at least 35% women); (vii) 
awareness raising campaigns held and publicity material on the existence of the agribusiness 
facility produced and distributed. 
 
Component II: Access to Finance (USD 70 Million) 
 
19. This component will seek to address the financing constraints faced by agribusiness 
MSEs. The project will provide a USD 70 million long-term ADB loan to GOE, who will on-
lend to SFD on the same terms and conditions of the Loan Agreement between ADB and 
GOE. SFD will provide these resources to commercially viable micro and small enterprises, 
including farmer associations and cooperatives for working and investment capital needs 
through selected intermediaries.  
 
20. The Facility will have the following features: 
 

• Loan Sizes: The maximum loan sizes for the loan to end-borrowers will be: (i) 
LE10,000 for microfinance loans through NGOs; (ii) LE50,000 for microfinance 
loans through the Banks; and (iii) LE2 million for loans disbursed from the Small 
Enterprise Development (SEDO) portfolio in line with the revised SFD credit policy. 
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However, in special cases such as a loan application for the construction of a state-of-
the art processing facility this ceiling could be increased to LE5 million. In such 
cases, prior Bank approval will be required before SFD’s approval of the loan 
application. It is envisaged that the average loan size for the microfinance loans will 
be LE3,000 and LE60,000 for the small enterprise loans. 

 
• Interest Rates: Generally, the interest rate to be charged to borrowing MSEs will be 

market-determined. However, in accordance with the SFD Credit Policy, the basis for 
interest rate determination will be dependent on the Portfolio classification of the 
requested loan as explained below:  

 
(a)  SEDO Portfolio: Under the SEDO portfolio, the interest rate to be charged to the 
borrowing agribusiness enterprises will be market-determined, which is currently in 
the range of 12 – 13.5%. Where applicable, the intermediary banks will retain a fixed 
part of the interests earned to cover their risk and administrative costs. The agreed 
part will be included in the loan agreements to be signed between SFD and the 
intermediary banks. SEDO will also retain a fixed part of the interests earned to cover 
its related operating costs. The remainder of the interests earned will be maintained in 
an Agribusiness Revolving Fund Account. All enterprises being supported under this 
facility will need to satisfy the following appraisal criteria: (i) the significance of the 
business at the national level; (ii) easy entry into the business; (iii) availability of 
inputs; (iv) availability of a minimum self-financed contribution of 15%; (v) level of 
profitability and demand; and (vi) development impact. 

 
(b)  MFCS Portfolio: The interest rate to be charged by SFD to intermediary NGOs 
will be market-determined. This will be oriented at the three months deposit rates of 
banks paid to their customers at the date of signing the loan agreement with the 
NGOs. The intermediary NGOs will determine the interest rates to end-borrowers 
taking into account their capital, risk and administrative costs. The MFCS will retain 
a fixed part of the interests earned to cover its related operating costs. The remainder 
of the interests earned will be maintained in the Microfinance Revolving Fund 
Account. 

 
• Loan Duration: The maximum duration of the loans to the intermediaries will be 6 

years depending on the size of the loan, business and credit risks, GIRAFE rating and 
cash-flow projections of the intermediary. 

 
• Evaluation Criteria for Intermediaries: The evaluation criteria to be used in the 

selection of intermediary banks and NGOs are as follows: 
 
(a) Banks:  Potential banks would be evaluated according to the criteria prescribed 
under the SFD Credit Policy, which includes assessing (i) profitability, (ii) liquidity, 
(iii) capital adequacy, (iv) financial leverage, (v) bad debt provisions, (vi) growth 
ratios, (vii) geographical outreach, (viii) good management, (ix) credit rating, and (x) 
local and global ranking.  
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(b) NGOs:  Guided by the internationally recognized GIRAFE rating model, the 
potential NGOs would need to provide evidence to fulfill the following criteria: (i) 
the nature and mandate of the organization, (ii) governance and management 
structure, (iii) quality and experience of the senior management staff, (iv) 
commitment to best practice lending principles, (v) geographic coverage, (vi) field 
activities including the profile of the poor and poorest clients, (vii) demonstrated 
performance, (viii) management information systems, (ix) account and audit systems, 
and (x) portfolio and debt-equity ratios.  Therefore, intermediary NGOs selected are 
expected to demonstrate a proven track record, a business plan, employ cost covering 
interest rates, possess management and staff with appropriate skills and attitudes, and 
manage their loan portfolios with adequate loan tracking systems, all with a focus on 
achieving operational and financial sustainability. 

 
21. Expected outputs include: (i) at least 20,000 micro-enterprises receive microfinance 
loans, of which at least 40% go to women; and (ii) at least 4,800 small scale enterprises 
receive agribusiness financing, of which at least 25% go to women.  
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TECHNICAL ANNEX C2 
LINKAGES WITH OTHER DEVELOPMENT PARTNERS 

 
1. The agricultural sector has been benefiting from donor support for several decades, 
notably by USAID, IFAD, and FAO. However specific support to agribusiness has been 
limited to a few donors namely the EU and USAID, and lately, the UN Consortium under the 
Spanish MDG fund. 
 
Agribusiness interventions supported by the European Union: 
 
2. The EU’s main intervention in this sector began in the early 1990s, under the 
Agricultural Sector Development Program, with the establishment of a line of credit for 
agribusiness inputs and supplies. The LoC targeted the private sector, and more notably 
SMEs and the smallholder farmer through cooperatives. The LoC was to be administered by 
the Commercial International Bank, as the agent bank, in collaboration with a number of 
intermediary banks such as the National Bank of Egypt, the Principal Bank for Development 
and Agricultural Credit, Bank of Alexandria and Banque du Caire amongst others. The line 
of credit has become a revolving fund, and continues to operate under a well-structured 
mechanism until today.  It is estimated some LE800 million have revolved through this fund, 
with an average loan size ranging between LE 3,000-4,000. On average, the LoC beneficiary 
has an annual sales turnover of LE 50,000-80,000. The  interest rate structure of the LoC 
starts at approximately 11.80% (consisting of 7.5% cost of fund+1.8% for the intermediary 
bank+2.5% credit guarantee) and can range up to 17% depending on subsequent add-ons 
(animal guarantee fee; association administration fees, etc.) 
 
3. The second EU intervention, the Financial and Investment Sector Cooperation 
(FISC) Rural, was intended as a follow-up on the earlier initiative. FISC Rural consists of a 
grant of €18 million, of which €16 million would be to be used as a LoC for farmers, 
cooperatives and SME-size agribusinesses for input supply, marketing and post-harvest 
activities. FISC rural was also administered by the CIB. FISC Rural ended December 2008, 
and resulted in 204 loans issued for 3613 end beneficiaries, with an average loan size of LE 
642,162. A total of 828 jobs were created, and loan recipients experienced LE 184 million 
increase in sales. Important lessons have been drawn from this project, which have 
influenced the design of the proposed project. 
 
Agribusiness interventions supported by USAID: 
 
4. The Agribusiness Linkages for Egypt (AgLink) program, implemented by 
ACDI/VOCA and budgeted for USD 11 million, ran from1997-2003, and targeted stronger 
commercial ties between Egypt and the US, through technology transfer, firm-to-firm 
exchanges, farmer exchanges, and capacity building. Aglink focused on the livestock sector: 
diary, meat and meat processing, as well as feed and farm supply, and assisted in the building 
and support of product-specific associations such as the Egyptian Milk Producer’s 
Association (EMPA). The program also increased the quality and availability of milk and 
meat for local consumption, creating a rural employment base and stimulating trade. These 
associations will be critical actors in the implementation of the proposed project. 
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5. The Horticulture Export Industry Association (HEIA) was established in 1997, 
with support from USAID. HEIA membership is extended to both individuals and 
companies, and consists of growers, exporters, food processors, and service/supply providers.  
Its main activities consist of: networking, policy advocacy, information dissemination, and 
provides services such as adaptation of production technology, technical and management 
training on post-harvesting techniques, EUROPGAP and BRC, organization of study tours, 
training to small growers and farm-to-farm experience sharing. HEIA established the 
Refrigerated Perishables Terminal (RPT) at Cairo Airport, and is currently in the process of 
establishing a similar terminal in Luxor. This association will be a critical actor in the 
implementation of the proposed project. 
 
6. The Agricultural Exports and Rural Incomes Project (AERI), for US$ 8.4 million 
and implemented during the period 2003-2008, intended to build on, and deepen, earlier 
agribusiness interventions, using focused sectoral, geographic and targeted population 
approach.  Accordingly, AERI focused on smallholder farmers in Upper Egypt, working in 
two sectors: horticulture and livestock/diary.  The main objectives of the project were to: (i) 
increase agricultural incomes to stimulate increased rural non-farm employment; (ii) improve 
the productivity and competitiveness of smallholders to achieve increased incomes; (iii) 
broaden horticultural development efforts to diversify crops and markets, enhance the role of 
small growers as suppliers to exporters, integrate the fresh and processes segments of the 
industry, and expand the use of good agricultural practices in domestic horticulture; (iv) 
Improve the smallholder livestock sector as a means to increase agricultural incomes, 
especially women who dominate this sector; (v) develop world-class research and training 
that is more responsive to private sector needs; and (vi) policy reform and advocacy. 
 
7. For implementation purposes, the AERI project was structured as two grants, one 
cooperative agreement and one contract. ACDI/VOCA and CARE worked under the grant 
arrangements, where the former was working in livestock/dairy sectors in 3 governorates in 
Upper Egypt (Fayoum, Minya and Suhag), and the latter was working in the horticulture 
sector in 8 governorates (Beni Suef, Fayoum, Giza, Sohag, Assiut, Minya, Qena and Aswan 
in addition to the city of Luxor). The Midwest Universities Consortium for International 
Activities (MUCIA) worked under the cooperative agreement to improve institutional 
linkages between Egyptian and American universities, with the objective of enhancing 
agricultural and agribusiness curricula and teaching methods within agricultural faculties of 
Upper Egypt Universities. Chemonics International was contracted to support trade 
associations and smallholder groups in Upper Egypt.  Locally known as El Shams project, 
under the AERI initiative, there were four sub-components: marketing; organizational 
development; policy; and monitoring and evaluation.  
 
8. Within the horticulture subsector, under the marketing component, the project 
provided capacity building in post-harvesting techniques, production and marketing. Under 
the organizational development component, the project established and built capacities of 
103 farmer’s associations (with an average of 28.6% female participation per association); 
trained 324 horticultural extension agents and 2284 village workers; facilitated 883 
contracts/oral agreements between the farmer associations and 204 exporters/buyers; and 
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registered 6 regional agribusiness enterprises.  Through the Smallholder’s Matching Grant 
Unit, US$5.4million were availed to eligible farmer associations for equipment such as cold 
trucks, post-harvest centers, greenhouses, milk collection centers, feed mixing units, etc.  By 
the end of the project, three fully equipped post-harvest centers were established in Beni 
Suef, Minya and Qena. Ownership of these centers went to three farmer’s associations, and 
was duly registered. However, since these centers were finalized just before project closure, 
they have been not been fully operational. Furthermore, evidence suggests that these farmer 
associations still require substantial capacity building in the area of post-harvest center 
management.  
 
9. Within the livestock and dairy subsectors, technical assistance was provided to 46 
marketing associations, 109 dairy processors, 309 livestock extension, 309 veterinarians 
while 331 village promoters were trained to provide day-to-day technology practices and 
business concepts. As a result, milk production increased by 63% and 153% for buffalo and 
cow milk respectively, and new dairy products were developed. The average selling price of 
animals increased by 21% and net incomes increased by over 20%.  In cooperation with the 
Assuit Businessmen’s Association, loans were availed to smallholder association members to 
encourage improved fattening practices. A total of 397 loans were issued for over US$ 
650,000. This fund was set up according to a revolving mechanism to continue operating 
beyond the project’s life. 
  
10. The appraisal team of the proposed project had extensive discussions with USAID and 
the implementing agencies for this project. The team was able to draw key lessons from this 
project which informed the design of the propose project. The proposed project will build on 
the successes of this project by working with the established FAs and also using the pack 
houses built under the project. 
 
Value Chain Training (VCT) for Agricultural Technical Schools in Upper Egypt 
 
11. During the last 18 months, as part of the AERI Linkage project, MUCIA 
implemented a highly successful and innovative program that has brought about dynamic 
changes in the effective teaching of agriculture in 25 ATSs in Upper Egypt (Table 1), 
including training 2,200 ATS teachers in active learning techniques and use of audio-visual 
aids in the areas of horticulture, livestock, agricultural mechanization and economics. 
MUCIA also provided each of the 25 ATS schools with 31 supplemental instruction 
transparency sets and lesson plans for courses in Horticulture, Animal Science, Field Crops, 
Agricultural Mechanization and Agricultural Economics (Table 2), together with overhead 
projectors for the classrooms.  
 
12. By completing these activities, MUCIA has laid the groundwork to immediately 
implement a systematic, multi-pronged program designed to strengthen and enhance all value 
chain training programs and resources in all 50 ATSs in Upper Egypt and the New Valley. In 
addition to continuing active learning classroom activities, the new VCT-ATS program will 
include two new major program activities: 1) Supervised Value Chain Experience, and 2) 
Agricultural Career and Occupation Development.  
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13. This new program will expand the number of participating schools to include all 48 
ATSs in Upper Egypt and 2 ATSs in the New Valley (Table 1A). The teaching-learning 
innovations, supplemental instructional materials and lesson plans will include 21 new 
courses in the areas of Dairy and Food Technology, Plant Diseases and Protection, Water and 
Soil Management and Honey Bees (Table 2A). As a result, the new VCT program will cover 
all 10 technical program areas and improve active learning and classroom instructions in all 
technical courses.  
 
14. The second new major activity in the new VCT program is the Supervised Value 
Chain Experience. This activity will assist students in developing skill sets designed to 
enable them to find employment in various functions of the horticulture and livestock value 
chains. A Supervised Internship Program will be developed for the ATSs that will support 
the training of skilled labor for the agricultural sector, including horticultural export 
activities, as well as entrepreneurship and personal ownership of an agriculturally-related 
enterprise. In addition, training and internships will be put in place at every level of the 
horticultural and livestock value chains (e.g., input supply, production, post-harvest handling, 
transportation, processing, marketing and exporting) in order to provide a cadre of highly 
qualified personnel for export sub-sectors.  

15. The third new activity in the new VCT program is the Agricultural Career and 
Occupation Development. This activity will provide students with opportunities to prepare 
them for career success, leadership and personal growth through a progressive learning 
environment. ATS teachers will become advisors to students and their respective groups and 
clubs. These activities will be grounded in a well-integrated curriculum that will vary from 
school to school, based on the students’ needs and the horticulture and livestock value chains 
currently existing in the specific school area.  

16. This new VCT-ATS program directly addresses the current lack of a well-trained 
work force—the major constraint to the development of high-value horticulture in Upper 
Egypt. This constraint was cited by the World Bank in its 2006 assessment of Upper Egypt. 
(World Bank. 2006, “Upper Egypt—Challenges and Priorities for Rural Development,” 
World Bank Policy Note). Over 100,000 students are enrolled in these 50 ATSs. Thus, 
strengthening these ATSs is directly relevant to the long-term goals of USAID agricultural 
projects. Because students attending these schools are primarily the sons and daughters of 
small-scale farm households in Upper Egypt, the new Value Chain Training activities will 
assist in increasing the income of ATS students and their families, a major goal of the 
original project. This project will create an enabling environment for the implementation of 
the proposed project. 
 
Developing the Processing Tomato Sector in Egypt "4 thousand tons per Day Global 
Development Alliance" 
17. The proposed Four Thousand Tons per Day program is a public-private sector 
partnership among the H. J. Heinz Company, USA, its 51% owned Egyptian subsidiary Cairo 
Food Industries (CFI)15, USAID and ACDI/VOCA. The goal of the five-year program is to 

                                                 
15 The remaining 49% of Cairo Food Industries is owned by Heinz’ local joint venture partner, 
Americana.  
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contribute to sustainable rural development throughout Egypt by enhancing the capacity of 
smallholder farmers to profitably serve as reliable suppliers of high-value horticulture to 
processors and other buyers. As the program capitalizes on Heinz’s agricultural technologies, 
priority will be given to developing the cultivation of tomatoes for processing, and to 
establishing sustainable supplier relationships between Heinz and smallholder growers. That 
notwithstanding, Heinz’s good agricultural practices (GAP) also encourage the cultivation of 
complementary high-value crops to be marketed to other processors or into high-value 
domestic or export markets. This will allow for the development of a dynamic value chain, 
anchored by a strong international conglomerate. 
 
18. The Four Thousand Tons per Day program will increase the production of processing 
varieties of tomatoes to 2,000 tons per day by Year 3 and 4,000 tons per day by Year 5, 
triggering a series of investments by Heinz’ local joint venture partner, Americana, in 
processing facilities and facility upgrades in Egypt. These investments are valued at 
approximately $12 million in a span of three years and perhaps three times that amount two 
years thereafter.  Although no direct linkages have been established with the proposed 
project, it is envisaged that important lessons can be drawn from this project, which will help 
inform the implementation of the proposed project. 
 
UN project supported under the UN Spanish MDG Fund 
 
19. A consortium of four UN agencies (UNDP, UNIDO, UNIFEM and ILO) has 
developed the “Pro-poor horticulture value chains in Egypt Program” which is expected 
to become effective by end of 2009. The purpose of this program is to promote viable 
partnerships between smallholder farmers formed in associations, and private sector 
investors, with the aim of better and more equitably integrating small farmers into 
value/supply chain of horticulture products. The program has four components: a) facilitation 
of partnerships between farmers and private investors; b) capacity development; c) 
entrepreneurship promotion; and d) monitoring, evaluation, documentation, research and 
policy.  The program will be piloted in 3 of the 5 governorates of Upper Egypt, to be 
identified at the start of the program.  There is a high probability that the program be 
implemented in the governorates where the AERI project has set up post-harvesting centers, 
so as to make use of the assets available and continue the capacity building of the 
associations started by the AERI project. A program management committee, including 
partner UN and GoE agencies, will be coordinating the operations of the program. An 
advisory board will be established and will include private sector actors, other GoE 
representatives, etc.   The project appraisal team held extensive discussions with the 
consortium of UN agencies and the Ministry of Trade and Industry (lead Ministry) on the 
possibility of closer collaboration between the projects. It was agreed that the two programs 
will synchronize their work programs with a view to having joint activities where feasible. 
The two projects will also jointly organize policy dialogue workshops and develop policy 
briefs with a view to influencing national policy on agribusiness development. 
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Agribusiness interventions supported by IFAD: 
 
20. Recently, IFAD began implementing its Upper Egypt Rural Development Project, for 
US$ 19.5 million, with the SFD and the Ministry of Agriculture and Land Reclamation. The 
aim of the project is to improve rural livelihoods in 3 governorates within Upper Egypt, by 
strengthening local associations, providing access for micro-enterprises and enhancing 
extension services. The project is more production-oriented and caters for only SFD’s 
microfinance activities. The proposed project will complement the activities of this project 
by bringing in a value addition dimension and also supporting the expansion of the 
agribusiness activities of the micro entrepreneurs benefiting from the IFAD project. 
 
Pipeline project: agribusiness marketing support project in Upper Egypt, supported by 
JICA: 
21. JICA is currently exploring a new project, focusing on developing crop collection and 
marketing units under the umbrella of the Ministry of Agriculture and Land Reclamation, in 
two governorates of Upper Egypt: Minya and Suhag.  The project is still in an exploratory 
phase, and EGFO along with the SFD are exploring synergies and collaboration between 
both projects.  
 
22. JICA currently has an ongoing Micro Enterprise Assistance Project with SFD for an 
amount of JPY3,760 Million. The objective of the project is to assist the development of 
micro enterprises, by provision of financing resource for extending loans to existing and new 
micro entrepreneurs throughout Egypt, thereby contributing to increasing income generation 
activities and job opportunities and alleviating the poverty, and promoting socio-economic 
stability and expansion in Egypt.  
 
SME Business Development Services Support Project (BDSSP), supported by CIDA 
 
23. Business Development Services Support Project (BDSSP) is a $ 20 million project 
funded by the Canadian International Development Agency (CIDA). BDSSP’s goal is “to 
foster better employment opportunities through support to Small and Medium Enterprises 
(SMEs) development with an emphasis on the country's marginalized groups (women and 
youth)”.  The project plays a key role in the development of non-financial services for SMEs 
through working in partnership with intermediaries (Business Development Services (BDS) 
Facilitators and Providers), to improve the delivery and sustainability of demand driven non-
financial services to SMEs, which enhances the performance and profitability of SMEs and 
achieve the link between poverty reduction and business development.  The Capacity 
Development of the BDS Providers is the core aspect of the project. BDSSP works more 
intensely within two governorates of focus; Minya (Upper Egypt) and Alexandria (Lower 
Egypt).  In Minya, BDSSP is working with the dairy milk producers.  It is envisaged that this 
project will utilize the service providers that have already benefited from the training 
provided under this project. 
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Poultry Industry Revitalization Project - Kuwaiti Fund for Economic Development 
 

24. The Poultry Industry Revitalization Project is a KD26 Million project funded by the 
Kuwaiti Fund for Economic Development geared towards the revitalization of the poultry 
industry in Egypt, which was severely affected by the Avian Influenza epidemic. The project 
targets the following components in the production cycle: (a) slaughter houses; (b) 
restructuring of the grandparent sector; (c) restructuring of the layers sector; (d) supporting 
the small entrepreneurs (feeding industries); (e) slaughter houses operation by small 
entrepreneurs; and (f) restructuring of feeding mills.  It is estimated that the Project meets 
only about 25% of the needs of the sector, therefore, the agribusiness facility under RIEEP 
will complement and provide additional financing required under this sector. Lessons will be 
drawn from this project during the appraisal of loan proposals from the poultry industry.  
 
25. The project appraisal team met with the key donors supporting SMEs and 
agribusiness development in Egypt to discuss potential collaboration, share information and 
lessons learnt. In addition to the above-mentioned donors active in the SME agribusiness 
sector, the appraisal team had in-depth discussions with FAO, AFD, and PlaNet Finance with 
the aim of fostering donor coordination.  
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TECHNICAL ANNEX C3 
TERMS OF REFERENCE 

AGRIBUSINESS VALUE CHAIN EXPERT (PROGRAM MANAGER) 
 

I. INTRODUCTION 

The African Development Bank (ADB) is setting up a 5-year Technical Assistance (TA) 
Program to develop the agribusiness sub-sector in Egypt. The TA will fund the Capacity 
Building component of the Egypt Rural Income and Economic Enhancement Project 
(RIEEP). The Social Fund for Development (SFD), a key partner of the AfDB, will manage 
the TA Program.  
 
The Technical Assistance Program 
The TA program, which is an integral part of RIEEP will seek to fund: (i) participatory value 
chain analysis for horticulture and dairy; (ii) creating business linkages between the farmer 
associations and the private sector agribusinesses in a value chain, through improved 
information on market opportunities, value addition (processing), entrepreneurial and 
business skills development and reliable trade relations; and (iii) developing the capacities of 
financial intermediaries to develop and introduce new and innovative financing instruments 
for agribusiness.  
 
The total cost envisaged for the TA program is USD3 million of which ADB will provide 
through its Middle Income Countries (MIC) scheme an amount of USD930,000, the Japanese 
trust fund: the Fund for African Private Sector Assistance (FAPA) managed by ADB will 
provide USD1 million, and GOE through IMC and SFD will provide a counterpart 
contribution of USD1.07 million. 
 
Program Partners 
The key national partners of the ADB in this TA Program are (i) the Ministry of International 
Cooperation; (ii) IMC and (iii) SFD. A National Advisory Committee will also be formed to 
provide policy and strategic guidance to the project. This committee will be a key partner as 
well.   
 

II. SCOPE OF WORK 

The Program Manager (PM) will assume the management and implementation of TA 
Program in close collaboration with SFD and IMC. The scope of his/her assignment includes:  
 
Local Program Management  
The PM will be responsible for the day-to-day operation of the Program, and the 
management of Program activities towards the TA Program objectives.  The PM will be 
responsible to supervising all activities and can make, if and when necessary and in 
consultation with and approval of the Advisory Committee, alterations in the implementation 
without delineating from Program objectives, content, and budget.  The PM will be 
supervised by the Advisory Committee. 
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The PM will be responsible for organizing his/her own activities for the achievement of the 
Program objectives and in line with the TA Program work plan.  However, the PM is 
required to work closely with SFD and IMC and keep the project partners fully briefed on the 
implementation and progress of the Program. 
 
Other management responsibilities include: 
(a) Following up the procurement of all goods and services and fees billed to the 

Program, to ensure compliance with the agreements between ADB and the 
Government of Egypt.  

(b) Liaising with the key partners, stakeholders, and beneficiaries to ensure that the 
Program is being efficiently and effectively run to the benefit of the SFD, 
stakeholders, and target clients.   

(c) Following up and documenting the progress of the Program, in terms of inputs, 
outputs, and outcomes, timeliness, costs, successes, new opportunities, challenges, 
and any unanticipated problems in time to address them. 

(d) Ensuring that the Program and the local staff and consultants associated or working 
with it are meeting high ethical standards, safeguarding the integrity of the TA 
mission objectives, respecting Egyptian laws, and treating all clients, partners, 
stakeholders, with respect, fairness, and dignity. 

 
Local Program Coordination  
The coordination responsibilities include: 

a. Establishing the proper business links and ensuring that, in the execution of TA 
activities, active and effective communication and collaboration exists at all times 
between the players, including SFD, IMC, local financial institutions, business 
development service providers, FAs, value chain actors, consultants, an other 
development partners linked to the value chain and agribusiness development 
activities.  

b. Coordinating the day-to-day implementation of the Program to ensure that each party 
is actually meeting its role and according to Program work plan, in every event, i.e. in 
awareness and training workshops. 

c. Liaising with all the value chain actors to ensure that the capacity building is 
progressing satisfactorily. 

 
 Marketing and Public Relations  
The PM is also required to prepare and execute a full marketing and public relations plan for 
the Program within the approved budget.  This includes marketing the Program to the 
stakeholders, increasing public awareness of the Program, and identifying new opportunities 
for synergies and collaboration with partners and stakeholders. 
 
Monitoring and Evaluation, Reporting and Supervision  
The PM will develop and introduce a participatory monitoring and evaluation (M&E) model 
for the program.  The key yard-sticks for the Program performance are those output, 
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outcome, and impact ‘key performance indictors’ established in the TA Program document.  
The PM is expected to regularly inform and consult with the Advisory Committee, of which 
the Bank is a member, of any major problems and challenges that threaten or weaken the 
success of the Program along with suggestions regarding on how to deal or solve them.   
The PM will provide monthly and quarterly reporting to the Advisory Committee on the 
operation of the program and will spend 75% of his/her time in Upper Egypt..  He/She will 
keep detailed records and background information of the submitted reports, including 
detailed record on implementation and performance. 
 
 

III. DURATION OF THE ASSIGNMENT 

The duration of the assignment is three years—but subject to satisfactory performance on the 
scope of work.  
 

IV. GENERAL QUALIFICATIONS 

• Masters in economics or social science (or equivalent). 
• Minimum of 7 years of experience in business development – including agribusiness 

in general and value chain development in particular 
• Ability to facilitate team work and to work in a participatory methodology 
• Practical work experience with planning, implementation and monitoring of 

development projects and sector programs 
• Good reading, writing, and speaking in English and Arabic. 
• Excellent management and communication skills. 
• Good computer and office application software skills. 
• Country knowledge of Egypt. 




