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THE ROLE OF THE AGRICULTURAL AND NON-
AGRICULTURAL INSTITUTIONS ON ENHANCING
LINKAGES BETWEEN THE FARM / NON-FARM ACTIVITIES
IN EGYPT

Mostafa, A. M. and Enas E. Sadek
Dept. Agric. Economics., Fac. Agric., Fayum University

ABSTRACT

While agriculture is a main activity in the Egyptian economy and
remains the most important source of income and employment to the rural
poor, research results have proved that poverty in rural Egypt cannot be
significantly reduced by promoting agricultural growth in old lands alone. This
is due to land scarcity and labor saturation, hence a low elasticity of
agricultural employment with respect to growth in both agricultural value
added and overall GDP.

On the other hand, the rural non-agricultural sector is a sizeable sub-
sector of the rural economy in terms of employment and incomes, and is
assumed to be interlinked with the farm sector via various types of linkages.
However, the non-poor are relatively more likely to benefit from the rural non-
farm activities than the poor.

Accordingly, it is believed that enhancing agricultural growth along with
promoting farm/non-farm linkages for rural development would achieve the
twin objectives of overall high growth and poverty reduction, provided that the
poor are not excluded from participating in this process.

This study discusses linkages between the farm and the non-farm
subsectors with a view to promoting rural development in Egypt. Drawing on
international experience regarding the reforms needed to strengthen those
linkages, the paper addresses the following questions:

1. Are the existing institutions capable of efficiently promoting the farm/non-
farm linkages in a way that creates incomes and employment opportunities,
hence developing rural Egypt and reducing poverty?
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2. Do international experiences provide useful lessons to Egypt with respect
to developing the non-farm sector and promoting its linkages with the farm
activities?

3. How to promote rural development and how to enhance farm/non-farm
linkages in the case of Egypt in order to create employment opportunities
and income, especially

for the poor?

To answer the above questions, the paper is organized into four
sections in addition to an introduction and a conclusion. Following the
introduction, Section 2 presents the current status of agricultural and non-
agricultural institutions responsible for creating linkages between farm and
non-farm activities. Section 3 presents some evidence from developing
countries on the growing importance of those linkages and draws lessons
regarding the policies needed to promote them. As for Section 4, it identifies
the efforts and policies needed to develop the non-farm sector and its
relationships with the farm sector.

Although agricultural income has increased in recent years, as the
feddan’s net yield at fixed prices increased from LE 684 on average during
1980-1985 to LE 1,046 in 2007 at an annual growth rate of 1.7 percent, many
constraints impede the ability of the farm sector to grow and to provide jobs.
Among these constraints are ownership segmentation, change of the
population composition in rural areas, as well as the low employment
elasticity with respect to agricultural value-added growth due to scarce land
and saturation with labor. Accordingly, it is critical to look for non-farm income
resources and job opportunities in the Egyptian rural areas. It is worth
mentioning that non-agricultural income is more important in the case of
small-sized landholdings, where small landholders (less than one feddan) get
95 percent of their income from non-farm sources contrary to larger
landholders. These facts show the necessity of paying attention to enhancing
linkages between farm and non-farm activities, and creating opportunities to
generate non-farm income. In this regard, we explore two key issues, namely:
institutional reform and the potentials for establishing developmental projects
that enhance linkages.
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