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THE ROLE OF CREDIT IN THE RURAL DEVELOPMENT
AND POVERTY ALLEVIATION IN EGYPT

SABAA M. F. A. AND SHADIAlSALAH EL DEEN

Agric. Econ. Research Institute, ARC.

Poverty is one of the most important problems that face most
countries especially the developing countries including Egypt. More at-
tention has been given to this problem since many countries are suffer-
ing from an increasing trend in unemployment and a decreasing trend in
per capita income especially of the poor.

This study aims at shedding light on the state of poverty in
Egypt, reasons and some macro-economic policies and the role of credit
disbursed through different sources on development, creating jobs, in-
creasing income and alleviating poverty in Egypt. The study contains five
parts, the first, dealt with poverty indicators, reasons, and strategies to
alleviate poverty. The second part dealt with some of the macro-
economic policies, which affect poverty. The third part dealt with agricul-
tural development and the credit disbursed through the Principal Bank
for Development and Agricultural Credit (PBDAC). The fourth part
showed the performance of the SDF, LDF, PFP and NSB in the field of dis-
bursing credit for development and job creation. The last part introduced
some issues related to the impact of development policy and poverty re-
duction.

The study revealed the following observations:

- The previous studies showed that the poverty rate had decreased from
30% in 1974/75 to 16.7% in 1999/2000. Moreover, the poverty rate
was higher in the rural area compared to the urban area.

- The government had succeeded through its macro-economic policy in
reducing the deficit in the national budget during 1991/92-1996/97
and reducing the inflation rate during 1990/91-2000/2001, which con-
sidered a positive issue to improve the standard of living.

- The government has also several social security programs through
which the needy poor and low-income families received grants and aid.
Moreover, government subsidy to food especially for the poor is contin-
uing.

- The government had succeeded in reclaiming about 1.8 million feddans
during 1981/82-1997/98 which contributed to the agricultural produc-

tion increases and about 225 thousand feddans were distributed to 45
thousand of new graduates.
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- Credit distributed to the agricultural and rural development activities
through PBDAC has increased from LE 4200 millions in 1990/91 to LE
11600 millions in 2000/2001.

- Credit has been also introduced to the low-income groups through dif-
ferent sources of credit such as the Social Development Fund, the Lo-
cal Development Fund, the Productive Families Project and Nasser So-
cial Bank.

- The Social Development Fund (SDF) disbursed LE 2100 million to about
9 million of beneficiaries during the period 1993-1996 (the first
phase). The SDF increased the total amount of loans during the second

"phase 1997-2000 to reach LE 3000 million where the number of bene-
ficiaries reached 12 millions. During 1993-2000, 591 thousand new
jobs had been created as a result of SDF loans.

- The local Development Fund (LDF) disbursed about LE 51 million during
the period 1995/96-1999/2000. Loans of LDF were used to imple-
ment 18 thousand projects where the number of beneficiaries reached
17 thousand persons and about 4 thousand new jobs were created.

- Productive Families Project (PFP) disbursed about LE 694 million till
2000. More than one million families had benefited from PFP loans.

- Nasser Social Bank (NSB) disbursed about LE 63 million during the peri-
od 1995/96-1999/2000 of which 69% was concentrated in only four
governorates (Cairo, Giza, Gharbia and Dakahlia).

Some of the issues related to the impact of development poli-
cy (including credit) on poverty are:

- average productivity of major crops had increased during 1985-2000.
Farmer’s profitability of cultivating some major crops increased.

- the average agricultural per capita income increased at a positive and
significant growth rate of 2.3%. No significant increase in the average
agricultural labor wages.

- unemployment rate decreased from 9.3% in 1990 to 7.6% in 2000.
Moreover the average per capita consumption was also increased dur-
ing 1990-1999.

Finally, the study recommend, more credit lines for the low in-
come groups, to increase the PBDAC's investment loans, to increase the
volume of loan disbursed through SFD, LDF, PFP, NSB and other sources
of rural credit and the government should continue to distribute the new
reclaimed land to the new graduates and other beneficiaries.



