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B. 	Recommendations
 

Grant:
 

- AID Dollar Obligation. . . . . . . . . . . . . . . $9,160,000 

(Including up to $5,445,000 for purchases of 
L.E 3,808,000)
 

-	 Excess Local Currency Obligation . . . . . . . . . 775,000 

(Equivalent of LE 542,000) 
I, 

- Based on Mission determination (Annex F), it is 

recomended that an exemption be granted with 

respect to Policy on Contracting Mode for Project 

Assistance. 

-	 Based on Mission Request (Annex G), it is recommended 

that it be determined that U. S. dollars may be used
 

to purchase local currency, notwithstanding the fact
 

that Egypt is an excess currency country.
 

- Based on Mission Request (Annex H), it is recommended 

that Section 636(i) of the Foreign Assistance Act to 

permit pr-curement of vehicles not manufactured in 

the U. S. be waived and a waiver c f normal origin 

requirements to permit procurement of coodities 

with any original (Egyptian source) also be authorized 

for all procurement under the Local Development Fund. 

Total $9,935,000
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C. 	Brief Description of the Project
 

1. 	What will take place:
 

This project aims to increase the autonomous revenues of village councils
 

throughout Egypt in order to help develop financial viability and developmental
 

capability of local administrations.
 

The decentralization process has its roots in the agrarian reform
 

measures enacted 25 y-Ars ago in 1952. The following decade saw the intro

duction at the village" level of social welfare, cooperatives and, finally,
 

municipal government. In 1971 President Sadat reaffirmed and enunciated
 

the determination of the Government of Egypt to bring change and modernization
 

to the Egyptian village. Subsequently, in 1973, a special group was created
 

within the Ministry 6f Local Government known as the Organization for
 

Reconstruction and Development of the Egyptian Village (ORDEV). ORDEV was
 

charged wits planning and implementation of economic and social development
 

of rural villages. In 1975, Public Law 52, the "Decentralization Law,"
 

was passed.
 

Under Public,Law 52 each unit of local government - governorate, 

town, metropolitan district and village - is governed by a body of popularly 

elected members, known as the Representative Council (RC). In addition, a 

Head Executive Officer (HEO) is appointed for each level of government. 

HEO's are designated by the Ministry of Local Government and have authority 

over local Executive Committees, which are composed of the representatives
 

of line (technical) ministries. This project addresses filling basic
 

village needs through programs adopted by elected councils working in
 

coordination with village executive committees, the district and the 

governorate administrative structure. 
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The project aims at augmenting the revenues of village councils by 

the "account for local services and development." This "specialstrengthening 

account" was first authorized in Law 52 and allows village councils to use
 

funds collected and generated in the villages for autonomously determined
 

purposes. Under this project a Local Development Fund (LDF) will be set up
 

The LDF will loan money to
within ORDEV and capitalized initially by AID. 


income producing projects. The income produced will bevillage councils for 
1.	 aused to this fund. The LDF will be governed by Board ofaugment special 

will be executed by a Loan Committee. The BoardDirectors 	and its operations 

will be composed of representatives from ORDEV, the governorate, district and
 

the Ministry of Finance. The Loan Committee will be comvillage levels and 


will lend money-to village councils for
'posed of ORDEV officials. The LDF 


at 6 percent interest over a seven-year period with
income-producing projects 


two /ears grace period during which interest will be paid at 4 percent.
 

:Beginning with the third year, principal and interest payments will be made 

in quarterly installments. 

Loan applications for projects showing the greatest possibility
 

of profit will be given preference. Village councils will be expected to
 

The LDF will attempt
contribute a portion of their own funds to projects. 


to spread loans over a wide region of the country, taking into consideration
 

regional and national development plans. 

To assist in the effective implementation of the LDF, training 

will be provided for ORDEV, governorate and local personnel. Key ORDEV 

a full academic year, otherspersonnel 	will be trained in the US., some for 


of around six months. Training will focus on nanagerial skills
for terms 


including financial, management and reporting, auditing, project analysis
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and evaluation, public administration and rural development. In addition to
 

training in the United States, there will also be observation tours tb
 

appropriate third countries in Asia, Africa, and Latin America.
 

ORDEV will also receive assistance for its own training academy on 

which construction has already begun. This will take the form of technical 

assistance, provision of materials and equipment and special programs. 
The
 

ORDEV training academy is expected eventually to be able to provide necessary
 

training for local ORDEV personnel, governorate and village council and 

executive committee personnel.
 

Evaluation, monitoring and auditing of the LDF will be conducted by
 

U.S. and Egyptian personnel. It will aim at identifying and remedying problems 

associated with LDF operations, establishing adequate audit provisions, 

improving and strengthening the ORDEV Academy, and analyzing the impact of 

the projects in the villages which benefit from the program.
 

2. Management and Organization 

The Ministry of Local Government is the responsible entity within

the GOE for implementing the project. ORDEV, within the Ministry, will be 

the responsible agency and the Undersecretary of State in charge of ORDEV
 

the responsible official. The LDF will be governed by a Board of Directors 

and administered by a loan committee. The project manager within USAID will
 

be the Assistant General Development Officer, assisted by a project coimittee
 

drawn from various technical officers. 

-/ 
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Long-term technical assistance will be provided by c Senior Technical
 

Project Manager who should be a senior development economist/financihl analyst
 

under a PASA, -ri by two technicians, one of whom will be experienced in
 

local gove:-.-: zanagement and finance and one of whom should be experienced
 

in small-scale production and marketing in developing countries. 
The Senior
 

Technical Ptoj. ct Manager will serve for four yoars and the two technicians 

for three years each. Tn addition, short-term consultants will be provided
 

as necessary. 



3. How Inputs will be Financed
 

The Government of Egypt, through ORDEV; will provide the 

costs of construction of the ORDEV Training Academy; the
 

costs of ORDEV training staff and other ORDEV training
 

activities; the costs of ORDEV staff working in Cairo and
 

-at-the governorate and district levels in activities
 

related to the Local Development Fund operations; and,
 

backup costs associated with support of the various
 

technical assistance personnel who will be working on
 

the project. The Government of Egypt also will continue
 

to provide funds to ORDEV annually for grants to village
 

councils.
 

AID will provide the initial capital for the Local
 

Development Fund; technical assistance, consisting of
 

three long-term advisers and several short-term consultants*
 

training for ORDEV officials, aad elected and appointed
 

personnel at the governorate and village levels; equipment
 

and commodities for the ORDEV Academy and for support of
 

the Local Development Fund operations; and, funds for
 

evaluation and applied research. 

A detailed description of project inputs will be found in
 

Part III A (8) of this paper, and in Annex E, the detailed 

project budget.
 

4. End of Project Status
 

The project purpose is "to strengthen the financial viability 



and development capability of selected village ccuncils".
 

USAID and ORDEV expect certain conditions to exist at the
 

and of the five yeariplanned implementation period that
 

will indicate that the purpose has been achieved.
 

r
 

First, a Local Development Fund will have been established,
 

staffed, and initially capitalized by"USAID grant funds
 

with ORDEV.
 

Second, technical assistance capacity will be under
 

development within ORDEV designed to provide advice on
 

economic analysis, financial management, programming, and
 

small industies to ORDEV and village councils.
 

Third, iimplified loan operational procedures, project evalua

tion criteria and accounting, financial reporting, program
 

analysis, performance budgeting, organizitional and manage

ment systems will have been designed and applied, through
 

the LDF, to at least 300 village councils during the five
 

years of project life. 

Fourth, training programs will have been planned and tested
 

and be underway both at the ORDEV Academy and in the field
 

for selected ORDEV officials at the Cairo, Governorate aid
 

District levels, and for Governorate and village elected
 

and executive personnel.
 

In addition to the above, which represent direct results of
 

project operations it is anticipated that two major evalua.

tions will have been undertaken and completed, one at the
 



midway point of the project'and one at the end of the
 

five year period.
 

The logical framework is contained in Annex D; a detailed
 

description of the proiect is in Section II, and Annex B
 

contains the polciesgverning, the Local Development Fund. 
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D. Summary of Findings
 

The Government of Egypt is committed to decentralization
 

of local administration. In furtherance of this policy, in
 

1973 a special agency was created within the Ministry of
 

Local Government charged with modernizing and developing
 

the Egyptian village. This agency, the Organization for
 

Reconstruction and Development of the Egyptian Villager
 

known as ORDEV, was given a mandate to plan and implement
 

economic and social development of rural villages. To
 

strengthen decentralization further, in 1975 Law 52 was
 

passed which provides for election of representative
 

councils at every level of local government, i.e. the
 

governorate, town, metropolitan district and village.
 

To assist the council in developing the local area, a
 

Head Executive Officer is appointed by the Ministry of
 

Local Government who has authority over the representatives
 

of the line or technical ministries serving in the village.
 

Law 52 also provides for an "account for local services
 

and development" which is known as the "special account"
 

and is composed of funds collected and generated in the
 

villages. Village councils are empowered to use fundz in
 

this account for autonomously determined purposes.
 

The Ministry of Local Government desires to expedite
 

the process of decentralization and considers that an
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effective means of achieving this objective is to
 

increase the funds available in the special accounts.
 

To this end, the Ministry believes that village councils
 

should be encouraged to engage in income producing
 

activities to augment these revenues. It also believes
 

that since ORDEV is the channel through which village
 

development is implemented, assistance to villages through
 

ORDEV will be the best means of attaining the objectives.
 

Accordingly, it has been decided that a Local Development
 

Fund should be established within ORDEV which will loan money
 

to village councils for income producing projects. The
 

income generated will go into the special account and
 

be used for purposes autonomously determined by the village.
 

It is expected that basic needs of villages, such as
 

increased social services and infrastructure, will be
 

addressed in programming the funds in the special account.
 

The impact of the projects undertaken under the Local
 

Development Fund will be analyzed during the life of
 

the project. USAID will capitalize the fund initially.
 

The Ministry and ORDEV recognize that in order to
 

ensure effective implementation of the Local Development
 

Fund and effective undertaking of development projects
 

with the proceeds, training in financial management,
 

managerial skills, auditing, project design and analysis,
 

1' 
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public administration, and rural development is necessary.
 

ORDEv is establishing a Training Academy for imparting
 

necessary skills to ORDEV personnel and governorate and
 

village level elected and appointed officials. In
 

addition, ORDEV desires training of its officials who will
 

be revponsible for implementation of the Local Development
 

Fund end those who will be conducting the training at th '
 
I, 

Academy. These personnel will receive training both in
 

the United States and, as appropriate, in third countries.
 

The entire project will be under the supervision of ORDEV.
 

The Undersecretary of State, who is also the Director-


General of ORDEV, will be the official responsible for
 

overseeing project operations. In addition, there will
 

be a Board -of Directors appointed to govern the Local
 

Development Fund and a Loan Committee to carry out the
 

policies determined by the Board. There will be a U.S.
 

Project Management Team consisting of three long-term
 

advisors, one of whom will be the Technical Project
 

Manager, the other two being advisors to ORDEV and the
 

Local Development Fund in local government management
 

and small scale production enterprises. There will
 

also be U.S. short-term consultants as needed over the
 

life of the project.
 



There will be two major evaluations; one at about
 

the halfway mark, or 30 months into the project, and the
 

other at the completion of the five year period of project
 

implementation.
 

This project meets all applicable statuatory
 

criteria (Annex C).
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E. 	 Issues: 

Issue: Why is the LDF being placed within ORDEV rather than an 

existing credit institution, i.e. a bank? 

Discussion: ORDEV is the agency designated by the GOE to promote 

development in the village and to assist the village councils in 

economic,activities. It is the only agency in Egypt who has experience 

handling funds designed to generate income producing activities by 

village councils. ORDEV has had experience over the past 3 years in 

assisting these kinds of activities through grants to village coun

cils for economic projects. It is closely associated with village 

councils in other ways and has staff at the governorate and district
 

levels. In view of ORDEV's 'close relationship with village council 

structure in Egypt, its mandate to develop the Egyptian village and
 

its 	exrerience to date in assisting village councils; the Government 

of 	Egypt considered ORDEV td be the proper organization in which to 

establish the LDF. Other Egyptian financial institutions were examined 

to see if they were potential vehicles for delivery of loan capital to 

villages; but because of their narrow charters and the needs that they 

are presently filling, they were not judged to be the proper kinds of 

institutional mechanisms for delivery of unique loan capital to villages. 

Those institutions include: the Development Industrial Bank; and the 

Organization of Artesans and Productive Coops. This issue is treated in
 

Sreater detail in the Technical Analyiis Section (Pages 111-6 to 11) of 

this paper.
 

Discussion: Concern has been expressed that the proceeds from the
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vtllage incomG producing projects will be used exclusively for
 

reinvestment in other income prcducing projects and not for- community
 

social development and service projects, since there will be no con

ditiohs placed on the utilization of proceeds of thuse projects by
 

the Government of Egypt or USAID.
 

Interviews with ORDEV personnel, village council members, village
 

executive committees and others indicate that it is reasonable to
 

expect that proceeds from these income producing projects will be
 

used for both other income producing projects and for socially oriented
 

projects. Some of the proceeds will have to be invested if the spe

cial account is to continue to grow. In order to encourage entrepre

neurship at the village level and small business activity in the rural
 

setting it is important that recipients of loans are free to utilize
 

the profits generated by these projects in ways they feel will most
 

benefit their villages and constituents. This and the following issue
 

are treated in more detail in the Social Analysis Section of this paper.
 

Issue: How will villages be chosen to participate in LDF sponsored
 

programs?
 

Discussion: ORDEV prefers that villages participating in this program
 

be those which are not now and have not been part of ORDEV's program.
 

It can be argued that villages with some experience in income producing
 

projects, such as those which have participated in ORDEV's regular grant
 

program, would be better able to utilize funds under this project and
 

that perhaps a mix of villages should be tried. ORDEV has not decided
 

)
 



yet what eligibility criteria to 
use in selecting villages. They have
 

asked for help in analyzing the options open to them and the costs and
 

benefits of these options. 
The technical advisory committee will assist
 
ORDEV management with this analysis and a selection system acceptable to 

AID will be a condition precedent to the capitalization of the loan fund. 

Issue: 
 To what degree and what kinds of technical assistance and
 

partic'.pant training be provided?
 

Discussion: 
 As may be noted in the text concerning training the ORDEV
 

establishment needs as well as 
the overall training needs related to
 

decentralization are very lpzge. At the same time, the prospects for 
early development of major additional projects concerning decentralization
 

also appear to be very good. Under these circumstances, it seems prudent 

not to focus narrowly only on the technical assistance and participant
 

training requirements of the Lean Development Fund. 
Instead, the approach
 

should be one of building up the Egyptian training capacities and experience 

as rapidly as possible for LDF-related matters, while at the same time 

laying the foundations for expanded training and development decentra

lization in later projects. 

Issue: Can the technical assistance and participant training required 

be provided under host country contracting or some institutional mode 

of contracting?
 

Discussion: 
The Mission argues the following:
 

". . We believe it is essential that USAID maintain a close 

collaborative relationship with ORDEV throughout the life of this 

project and, concurrently, during the design stage of related
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projects. This is not only to provide the supervision and
 

monitoring that will be necessary but also so 
that project
 

initiatives can be responded to promptly and effectively. We
 

have established a close and effective working relationship with
 

ORDEV over the past two years during the gestation period of this
 

project. 
This is the first in what we hope will be a series of
 

rural development projects to be undertaken with ORDEV in fur

therance of the decentralization process and we need to partici

pate in project implementation as much as possible to be able to
 

evaluate on a continuous basis the strengths and weaknesses of
 

ORDEV and of this approach to local development. Further, this
 

'will be the first rural development project undertaken by AID in
 

Egypt and for that reason also close attention will be required.
 

Under an institutional contract, direct control, close monitoring
 

and the mainterance of an ongoing relationship and dialogue with
 

ORDEV would be much more difficult .
 

(Cairo #4081)
 

While expressing willingness to consider a contractor that will handle
 

certain logiafical and managerial functions vis-a-vis the handling of
 

long-term and 
_:ort-term technical assistance and participant training, 

(apart from the technical project manager), the Mission points out that 

it would prefer a key role in selecting the technical assistance and 

planning participant training. It also observes that the use of a 

contractor as suggested above would add to the cost of the project. 
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Part II -- PR-.ECT BACKGROUND AND DETAILD DESCRIPTION: 

A. Backgrournd: 

Soon after the re-establishment of a bilateral AM program in Egypt attention 

was focussed on Rural Development and what: AM might be able to do to assist 

the GOE in expanding and improviag their rural development efforts. Egypt 

has an impressi7,i record of rural development achievements. Over the last
 

20 years conside. able infrastructure has been created to facilitate econo

mi: and social development in the rural areas of Egypt. A large staff of 

Egyptians are located in rural areas, working in this development effort, 

and a significant amount of funds have been expended to achieve basic 

growth and an equitable distribution of the benefits of this growth in 

rural areas. However, as the cost of this'development has geometrically 

expanded over the last 10 years and since available funds have been in 

short supply,, the GOE has looked to various different methods and systems 

of rural development to maximize the impact of their expenditures and man

power in rural areas.
 

AID developed a concerned interest in this effort shortly after establishing 

a Mission in Egypt in 1973. It has been looking for a rural development
 

activity which would allow AID to assist the Egyptians with their rural 

development effort and provide AID with a first stage intervention into 

the rural development sector in order to allow the gathering of more in

formation from which to develop other rural development oriented activities.
 

Toward this end AID, in conjunction with ORDEV, undertook a series of 

studies starting in January of 1976 designed to identify a project which 
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met both the criteria mentioned in the above paragraph. The detailed 

background and findings of those studies are contained in the following 

documents which are available in NE/TECH, AID/W: 

1. 	The Development Alternatives Inc. Report of March 21, 1976
 

2. 	The Mayfield Report on "Local Gnvernment in Egypt", 1976
 

3. 	Mayfield's '"The Budgetary System in the Arab Republic of
 
Egypt, Its Role in Local Government Development", August, 1977
 

4. 	Harik's "Decentralization and Development in Rural Egypt: A
 
Description and Assessment", October, 1977
 

These studies describe and analyze the governmental administrative and
 

physical infrastructure which is now in place, particularly among the
 

"old lands" of Egypt or the Nile Valley. It is from these studies that
 

a project idea emerged.
 

President Sadat has steadily expressed an interest, since 1971, in bringing
 

change and modernization to traditional Egyptian villages.1 /  In July, 1973,
 

he authorized the creation of a special group within the Ministry of Local
 

Government to foster the necessary changes. Entitled the "Organization for
 

Reconstruction and Development of the Egyptian Village" (ORDEV), this group
 

has a special responsibility to:
 

. .. Elaborate a General Policy and plan for construction and
 

development of the village in the economic, social and urbaniza
.2/
• 


tion planes within the scope of the general policy of the State.
 

I/ Development Alternatives Report, p.1
 
2/ ORDEV Authorization of July 16, 1973, p.1
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Consistent with this desire to bring change to the traditional village,
 

popular local elections were held in 1975 in the Egyptian rural countryside. 

Public Law 52 promulgated at this time requires each unit of local govern

ment to be governed by popularly selected local councils or Repressntative 

Councils (RC's). These comprise 24 Governate Councils; 755 Village Councils; 

153 Town Councils; and 14 Metropolitan District Councils. Each category 

of council has differing numbers of members. There are 19,896 elected 

members in total of which 12,086 are in Village Councils.
3/
 

Public Law 52 also defines the policy, organizational and local finance 

framework for each level of local governance. Each Governor is appointed
 

by President Sadat, and ". . The Governor shall have the powers of 

Minister in the financial and administrative matters relating to the 

local units, their budgets, and the utilities transferred to it . 4/ 

Similarly, Head Executive Officers (HEO's) are designated for each level 

of governance. These are appointed and controlled by the Ministry of Local 

Government and they act as Chairmen of local Executive Committees (EC's) 

which are comprised of personnel representing the various "line" Ministries 

and posted within the village. These EC's are to assist the elected local 

representative councils in, among other things, seeing to it that "... 

The revenues of the Village (District, Town) are to be utilized in the 
.,5/


to be decided by the lo al council . S manner 

3/ Mayfield Report of 1976, p. 10
 
4/ DAI Report, Public Law 52, Article 30, p.C-19
 
5/ Ibid. Article 52, Page C-42
 

K)
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This alteration in roles for the "HEO's is of particular significance, as
 

observed by Professor Harik: 

".. . Authority of the Head Executive Officez (Ra'is al Qariyah) 

over all line Ministries officials in the village including those 

of the cooperatives and village bank has been unequivocally 

established. He also is invested with authority equivalent to 

that of a department head (in the line ministries at the province 

level). This expands his authority, increases his prestige, 

places him above any other village official in rank and enables 

him to bear responsibilities of local development called for in 

the new law. Such authority wakes the Head Executive Officer 

better able to coordinate developmental activities and obtain 

the cooperation of other officials working with him. It should 

be mentioned here that one of the major problems the executive 

head faced under the old system was the ambiguity of his authority
 

vis-avis other officials working in the village council and 

employees of the line ministries . 
. .61 

Finally, Public Law 52 introduces another major change in the whole system
 

of local governance because it:
 

"..Provides for a new source of revenues for the local councils,
 

unique to the traditional system of Egyptian finance, which poten

tially may become the basis for truly independent local government
 

6/ Har k Report of October, 1977, p. 6-7 
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systems. By Articles 37, 43, 54 and 70 local councils may establish
 

an 'account io- local services and development.' This 'special
 

account' is completely separate from the central budget and does not
 

devolve to the public treasury (central government) if it is not
 

. . .•07
spent 


The introduction of the "special account" may be of much significance to
 

village councils in the future. Presently, as noted by Mayfield, local
 

tax revenues only cover 25 percent of village council approved budgets.
 

The remainder comes from centril government grants-aid. Public Law 52
 

provides that village councils have seven sources of revenue Lncluding:
 

75 percent of the land tax and the add-oi land taxes for all lands with

in the jurisdiction of the village council area; taxes and duties of a
 

local character imposed by the village council; revenues from utilities
 

managed by the village; funds assigned to the village council by the
 

governorate council; central government grants-in-aid; loans contracted
 

by 	the village council; and funds within "a special account for local
 

services and development."'8/  It should be noted, in connection with 

the land tax, that it does not apply to peasants with less than three 

feddan (3 acres) of land. Since a considerable proportion of the peasantry 

own less land than this, the effect of this restriction is to considerably 

lower the village council tax base.
 

The "special account" may be of much vralue in providing village councils
 

7/ 	 Mayfield Report, NThe Budgetary System in the Arab Republic of Egypt:
 
Its Role in Local Government Development", August, 1977, p.iii and iv
 

8/ Ibid. Mayfield Report, p. 8-9
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with important additional sources of revenue to expend on services and
 

development, and should be noted that the special account represents the
 

totality of the discretionary budget available to village councils.
 

There is a constant and growing discrepancy between the capital project 

and services requests (BAB 3) for budget by village councils and the very 

limited amounts of funds allocated hy the central government to meeting 

such requests. Mayfield observes that the annual discrepancy as between 

village requests and budgeted funds for BAB 3 activities is about at a
 

5:1 ratio with, in many instances, village requests almost totally ignored. 9/ 

Yet, there are critical problems - at the village level - which village 

councils wish to address. These include: 

-- Building additional classroom space 

- Improving local drainage
 

- Extending/improving existing water supplies
 

-- Extending/metering local electricity distribution
 

- Building local warehouses and shop areas
 

- Repairing and improving local roads
 

- Improving garbage disposal and local sanitation
 

-- Improving local health clinics and pharmacies
 

- TImprow.ed fire fighting and ambulance services 

- Houshig for Village Councils and executive committee personnel 

resident .'n villages 

- Income prod\tcing projects of all types and kinds. 

9/ id, p. 19 

'N
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In November, 1975, popular elections were held for all of the 19,896 local 

council positions in Egypt, and the system of local government described 

above has now bacn functioning approximately two years. 

Progress is under way at local levels. For example, in matters concerning 

each village's "special account", Dr. Mayfield notes: 

. . Dur':.ng the summer of 1976, I was unable to locate a single 

village coticil that had a functional 'special account.' But in 

the three Districts surveyed this year (stvmer of 1977), all the
 
'10/
village councils viAted had at least some funds in their accounts."
 

Separately observing the same subject during the summer of 1977 in a 

different set of villages, Dr. Harik found.numerous examples of new acti

vities taking place:
 

".. Some head executives of MC's (municipal councils) have been 

emboldened'by the promise of the law regarding raising and controlling 

funds. They, therefore, proceeded to take loans from banks purely as 

a business deal. These loans were used to start income generating
 

projects and, in some cases, have already been paid off from the 

returns of the projects . . . in all the MC's I have visited . . . I 

have noticed an attitude of expectation and readiness to use funds 

. .for developmental projects ."ii/ 

Meanwhile, the ORDEV located under the central Ministry of Local Government 

has developed special policies and a small staff aimed at assisting the 

10/ Ibid. p. 53 
11/ Harnk, "Decentralization PAd Development in Rural Egypt, a Description 

and Assessment", October, 1977, p. 10 

http:Dur':.ng
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village councils. ORDZV provides grants to assist village counci-ls to
 

develop income-generating physical infrastructure and social welfare
 

projects and the services relevant to such projects.. During the period 

1974-77, ORDEV has expended LE 6,272,159 on these activities (Annex A). 

As may be noted, 63 percent of these activities concern productive or
 

economical matters with the remaining 37 percent distributed between 

physical and social categories.
 

Dr. Harik, in the summer of 1977, examined some of the ORDEV operations as 

did Mayfield and a DAI team earlier. A:i ntiArabic-speaking, political 

scientist, Harik observes: 

".. . The fact that ORDEV is directly li-ked to the cabinet minister 

gives it power and assures that it receives a reasonable budget to
 

perform its functions. Its administrative staff is formed at the 

national and provincial levels, and they work directly with municipal 

councils at the village level but with no village staff of their own, 

as indeed they should not . . . 

ORDEV makes available to municipal councils capital funds on a grant basis 

with which they can start productive, social, and infrastructure activities 

or expand al. .ady existing ones. A small part of ORDEV grants are appied 

to financing infrastructure prcjects usually referred to as social services 

and physical structures. ORDEV makes grants in the amount of about ten 

thousand Egyptian pounds (about $15,000) on the average. The grant is made 

only after the Village Council submits a long term development plan, and
 

12/ Ibid. Harik, p. 8-9 

/'!
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identifies the projects for which it is requesting loan funds. 
 (Approximately
 

400 Village Councils have become so-called "ORDEV Villages" thiough this 

process.) These funds are monitored by the Government Accounting Office and 

ORDEV. The monitoring is a relatively simple reporting procedure involving
 

generally only the amunt of money which has been spent by the grantee. ORDEV 

serves also as a vehicle to channel foreign aid and grants to village councils 

without any other bureaucratic intermediary. This is a very effective 

mechanism for making the most productive use of A.I.D. funds, because a 

defined national agency with a clear, direct mandate is designated by law
 

to perform the task and is, therefore, clearly accountable.
 

B. Detailed Project Description
 

In developing this program it was decided that the cere activity would be
 

targeted at strengthening the financial viability and development capability
 

of selected village councils.
 

This will be attained through creation of a Local Development Fund (LDF) 

located within ORDEv (see policy description as outlined Annex B). 
 The
 

Fund, operated according to sound fiscal and management principles, will 

extend medium-term loans to village councils. The loans will assist care

fully appraised council-owned, council-private enterprise, joint ventures 

or other arrangements with private enterprise by which councils can earn 

sustained revenues for the "Account for Special Services and Development.!' 

(Hereafter referred to as 
"Special Account.")
 

Detailed features of the proposed Development Loan Fund are outlined in 
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Annex B. Details of the Logical Framework are outlined in Annex 0. 

ORDEV has had considerable experience finding income producing projects 

operated at the village level. Thiese projects have enjoyed favorable 

analysis and comment throughout the two years of background studies under

taken in preparation for this project. Strengthening this capability and 

changing t.e mode of financing these projects appears to have a number of 
I, 

benefits. Principal among these are: 

a) Increasi , the amount of money available to ORDEV would allow 

greater numbers of villages to participate in this income pro

ducing activity. As these projects produce an income stream, 

the village councils will be able to augment their Special 

Account and increase the discretionary activity which flows
 

from this account. This process is seen as having a positive
 

impact on the decentralization process which is increasing in
 

Egypt at the present time. Another benefit would be that the
 

would free up ORDEV grant money and allowprovision of this LDF 

ORDEV to finance greater numbers of social and physical projects. 

It would also have a positive effect on the development of entre

preneural activity in rural villages. 

b) Changing the mode of financing (grant to loan) would also have 

dynamic benefits. It would require a more detailed village 

based and level analysis and activity. This has a positive 

effect to the extent that it allows project funds to flow 

smoothly and to those projects which will indeed provide added 

A
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income to the Special Account; and perhaps, even more important,
 

it acts as a teaching tool. By using techniques which are
 

slightly more sophisticated than those actually required by the 

size of the sub-project, this project attempts to familiarize 

the village officials with modern financial and management opera

tions which they will need as they undertake more complex programs 

and investments. As the decentralization process continues it is 

expected that increasing numbers of village councils will take 

over activities like the installation of water systems and running 

village electrical distribution systems. Project managers will 

have to be exceptionally careful, however, when they develop the 

detailed LDF procedures that they insure that the procedures are 

simple enough to meet the primary purpose of the project "that 

of increasing the number of these projects actually funded in the 

village."
 

A secondary expected effect of this project would be that as the level of
 

direct involvement and interaction increases, AID will be able to assist
 

ORDEV in developing companion and complementary rural development strate

gies to help implement the legally defined decentralization concept. It
 

is to this end that at least a part of the technical advice and training
 

will be targeted. Therefore. the level of technical advice and training which
 

would support this long-term goal much exceeds those required to minimally
 

operate the LDF project. Since USAID/Cairo attaches real importance to
 

this underlying and long-term expectation, it has designed moderate
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additional levels of Technical Assistance and Training into this project
 

in order to help in laying the basis for an erpanded future. 

Strengthening the financial capability of the rural villages however 

remains the central focus of the project. The secondary effects however 

important will remain subserviant' to the central focus of the project. 

To accomplish this strengthening process, the LDF will be created and 

capitalized at $5,000,000 with funds provided under AID grant assistance.
 

In order to assure evolution of practical and effective LDF policies,
 

as well as systems of management which support the multi-level goals and
 

objectives of this project, special technical assistance, training and
 

formative and summative evaluation assistance will be provided. An ad

visory team will include a development economist, a basic local govern

ment finance/management specialist, and a proiuction/marketing analyst.
 

Training will be focused on business, managerial, and financial analysis 

skills. This will be accomplished through participant training and obser

vation programs, special programs at a training academy operated by ORDEV, 

and on-site activities by the project management team.
 

Formative and sunative evaluation will be aimed at iteratively identi

fying and remedying management, beneficiary, and participative problems 

associated with operation of the LDF. Such work will be performed by 

Egyptian academicians or specialists and foreign evaluators operating 

under applied research guidelines and scopes of work developed by the 

project management team and special consultants. Results, where appro

priate, will be utilized to modify macro and micro policies and operations 

of the LDF. 
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Part III. Project Analyses 

A. Technical Analysis Including Envirormental Assessment
 

I." Organization
 

ORDEV staff now comprises 50 personnel in Cairo and 266 stationed
 

permanently at Governorate levels. During the outset of LDF operations
 

this staff is considered to be adequate in size.
 

The principal need will be to upgrade their overall te-hnic&l
 

caliber in order that they can handle different kinds of LDF financial
 

and project operations.
 

Beginning at the level of Village Councils it will be the task
 

of Governorate-based ORDEV personnel to assist in appraising village
 

needs and specific profit-making potentials. This assistance may include:
 

preparation of Project Loan Requests for submission to the Loan Committee
 

of the LDF; loan project evaluation; technical assistance; monitoring of
 

project accounting; and project analysis reporting.
 

These various activities will be directed by a policymaking Board
 

of Directors situated within ORDEV. It, in turn, will supervise an ORDEV
 

Loan Committee which will be responsible for the day-by-day conduct of 

LDF business. 

At the Village Council level, Head Executive Officers (EEO's) and 

selected members of the Village Councils will be expected to learn how to 

identify, prepare and appraise proposed loan projects, implement approved
 

projects, and comply with all reporting requirements.
 

In particular, because of the importance attached to increased
 

developmental decentralization, the Village Councils and HEO's will
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concentrate on increasing financial capacity to undertake more economi

cally Oroductive projects either on their own or through utilization of
 

the 	LDF. Through this means it is expected that the financial autonomy
 

and 	well-being of the Village Councils may be increased.
 

The present ORDEV structure, accompanied as it is by the
 

authority given to HEO's and the Village Councils, is judged to provide
 

an 	adequate framework permitting responsible exercise of prudent local 

discretion.
 

2. 	 Local Governent Budgetarv Process 

The present system of local financial management and budgeting 

does not support prospects for village council autonomy. Special actions
 

will have to be taken. As noted by Mayfield: "... the bukeaucracy
 

stresses the traditional budget functions of control and accountability; 

the 	locally elected councils, interested in meeting the needs of their
 

." 13/constituents, stress accelerating public expenditures . . 

Under these circumstances, innovations like the "special account"
 

as introduced under Public Law 52 for Village Councils can be vitiated
 

unless special measures are gradually adopted to overcome difficulties
 

generated by the traditional systems. Within the limits of existing 

business practices and t the exteni feasible, these special measures 

should ultimately include: provision of full estimates of project costs 

over time including depreciation; loan repayment and other expenses; 

descriptions of social as well as economic benefits earned; considera

tion of program or project alternatives - supported by comparative 

empirical data; and an analysis of interrelationships among projects and 

programs being planned or implemented in the same local areas. 

13/ 	 Op. Cit. Mayfield, August 1977, p. 65
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The LDF can gradually introduce these forms of elementary program 

analysis and performance budgeting. It is judged that, in so doing,'the
 

chances for undergirding the financial autonomy of participating Village
 

Councils would be considerably enhanced.
 

3. Entreoreneurial Expansion and Social Services
 

Both Harik and Mayfield note successful village councils in
 

which there is a determination to utilize profits from current invest

ments in order to support more and expanded future investments. In
 

these cases, expenditures on social services may be delayed or minimized. 

Mayfield, after applying an interview technique on a very limited basis, 

observes:
 

There is a slight tendency for village officials to per

ceive the special fund as a mechanism for generating surplus income and
 

profit while the village council members themselves are more apt to feel 

that the special account funds should be used to extend services and to 

provide low-priced food to the villagers . . . but there appears to be 

some willingness to divide the fund into both productive projects and
 

extended services." 14/
 

These differences in perception could have serious consequences
 

for the development and utilization of "special accounts." But the LDF
 

system, as proposed, introduces training and engagement of village council 

members in the processes of project appraisal, costing and implementation. 

When accompanied by effective forms of program analysis and performance 

budgeting, this can help to establish a balance between necessary entre

preneurial expansion activities by village councils and the maintenance/ 

development of essential social services.
 

14/ Ibid. Page 56 
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4. Leadership
 

In the previous study written in 1976 Mayfield observes that
 

there are two elements crucial to the growth of rural development work
 

in Egypt. One has to do with the effectiveness of the local official.
 

S. •. Only if he truly understands and empathizes with the peasants and 

is skilled in comrunicating and working with them will his Pfforts be 

productive and useful ." 15_ The other concerns the effectiveness 

of the Village Council Chairmen. When examining this matter in 1976, 

Mayfield notes that the recently elected Chairmen are generally college 

graduates. He observes that " . . this solid group of college trained 

local council chairmen may provide the leadership needed to direct and 

guide these local councils into becoming the kind of institution Egypt 

needs to implement the program and policies of development and moderni

. . ." 16/zation 


Subsequent observations by Harnk and Mayfield in 1977 modify
 

the foregoing in several ways. Harik notes that rhe content of the
 

village council membership has also altered:
 

The appearance in large numbers of salaried villagers as
 

RC members. Those are usually employees who come from rural backgrounds
 

but work in public or semi-public organizations at the village or
 

province level. They include teachers, agronomists, assistant agrono

mists, accountants, clerks and technical specialists of one kind or
 

another . . . While these salaried cadres are experienced and educated,
 

they do not constitute an economically advantaged group. They tend,
 

1L/ Mayfield: Local Government in Egypt: Some New Change Strategies and 

Training Opportunities, 1976. p. 4 

16/ Ibid. p. 31 
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however, to be entrepreneurial and those who can establish their own
 

business on the side or express their talents in their official
 

work . . ."--17/ 

Both Harik and Mayfield note that the quality of the HEO's
 

seem to be generally upgraded and comprise people who have had experi

ence in village councils or as agronomists. .__/
Of 	even greater interest,
 

related to the effectiveness of HEO's, is Harik's observation: 

A striking phenomenon currently is that most officials
 

now 	come from village and provincial backgrounds and serve in their own
 

district or province. Evidently, it is a deliberate policy of the
 

government to facilitate life for officials and avoid posting them in
 

remote places away from their homes . . " 19/ 

While these virious alterations and improiements. hold much 

promise in matters concerning local leadership, the management and 

oversight provisions of the LDF proposal, together with special training, 

should exploit this situation and build additional strength/confidence 

into local leadership.
 

5. 	Credit Institutions and Renlicability
 

There are 17 Governorate-level Village Banks, which took over
 

the financial functions and staff and supplies of the former Agricultural 

Credit and Cooperative Banks, under Law 117 of 1976. The transfer of 

functions occurred in early 1977. The fundamental reason for creating 

a new institution was to rectify the problem of non-collection of large 

17/ Harnk, Op. Cit. p. 16 

18/ Ibid. p. 16
 

19/ Ibid. p. 17
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loan balances from delinquent borrowers. Under the Coop Banks, farmers
 

were not preised to 
repay their loans when they became delinquent. 

Medium-term lians comprise only 1 percent of the total and were used 

mostly fcr cr:hard establishment, purchase of farm machinery, and cattle 

breeding. The interest rate to farmers for all loans was 4-5 percent 

which was lo-;er than the average borrowing rate of the credit system by 

about 2 perce.at. Loan recovery rates were fairly constant at about 

60 percent, and further loans were available to defaulters. M_/ 

In other words, under the Coop Banks there was a serious dimu

nition of assets and funds available to other farmers. The Coop system 

now continues to perform the role of supplier of production inputs, 

marketing, and technical production assistance, and enforcer of acreage 

allotment laws for farm production. 

The Village Banks provide credit for seasonal and farm/production
 

needs, and to a minor extent, for medium term capital goods and general
 

expansion. 
About 95 percent of the Bank's loans are for seasonal farm
 

production needs. Loan terms are similar as under the former Coop Banks,
 

except that they are now strictly enforced. On production loans, the
 

Bank provides a 100 percent loan, and demands assets, the minimum of which
 

is a lien on the crop. 

Interest is charged at the rate of 4.5 percent per annum, with 

the difference between the commercial market rate (7 percent) for such
 

loans made up by a subsidy differential paid to the Banks by the Ministry
 

of Finance. For medium-term loans, the Bank provides a 75 percent loan
 

for a tractor, with the borrower putting up the balance. In the case
 

20/ 	 FAO/World Bank, Cooperative Program Report, 1975 EGT 8 of May 21,
 
1975 (Vol. 5)
 

http:perce.at
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of other machinery, the Bank loans 100 percent of the cost. Interest
 

rate for these loans is usually 9 percent. A key requirement for a
 

borrower is that he is credit worthy, and that a prior loan from the
 

Bank has been paid back at maturity. Unless this requirement is met, 

no loan ii extended. 

The Village Banks operate outside the jurisdiction of the 

banking laws and of the Central Bank. Although they appear to be a 

much stronger institution than the former Coop Banks, the Village 

Banks are likely to have a limited impact on village financial autonomy, 

village-wide development, expansion of economic activities within 

villages and promoting greater economic exwchange between sectors in 

the villages. The Village economy in Egypt does require continuation
 

of a credit institution which supplies seasonal.production credit and 

small amounts of medium-term credit. In this context, with its new
 

emphasis on repayment of loans by borrowers, and a policy not to extend
 

loans to delinquent borrowers, the Village Banks will meet a need. 

Since the Village Bank system inherited the physizal plant, equipment, 

supplies, and some 20,000 nation-wide employees, as well as all out

standing loans from the AG-credit and Coop Bank, its new mandate of 

better financial management in the seasonal production credit field 

presents a management challenge which will demand much attention. 

Moreover, its financial resources are limited. Some 12.8 million 

LE have been allocated for so-called medium-term projects in 1977. 

(Data on actual expenditures are unavailable.) In reality, only 

1.7 million LE were budgeted for real medium-term projects, comparable
 

to the kinds contemplated under the LDF. Of this amount, a full 1.0 

million was budgeted for farm mechanization, which is heavily subsidized, 
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tends to displace workers, and may represent a misuse of scarce resources.
 

This leaves then, projected for 1977, about 700,000 LE for projects of
 

the same type as planned under the LDF; this includes, in the case of
 

the Village Banks, poultry, orchards and beekeeping. Moreover, there
 

is no indication of any sustained effort on the part of the Village
 

Banks to continue a program of so-called medium-term loans beyond 1977.
 

There are two other financial institutions in Egypt which pro-
I, 

vide credit to so-called small industries. One is the Development 

Industrial Bank (DIB), and the other is the Organization of Artesans
 

and Productive Cooperatives. In the case of the DIB, it has made very
 

few loans to small industry because: (1) their risk factors are high;
 

(2)asset bases are too low; (3) loan amount needs are below what the
 

DIE considers a profitable loan for the Bank; (4) collection of princi

pal and interest is difficult and time-consuming; and (5) repossession 

of DIB-financed goods from small borrowers is virtually impossible.
 

Loans made by DIB, generally, are not less than 50,000 LE, which is
 

far in excess of the loan levels required in the villages. Mo'st village
 

productive projects are rarely in excess of 15,000 LE, and the majority 

are much lower. 

The Organization of Artesans.and Productive Coops focuses pri

marily on urban artesans in the larger cities and towns. Three forms
 

of assistance are provided to the artesans: marketing; finance; and 

raw material inputs. The Organization channels most of its assistance 

in the form of marketing and raw material inputs. For example, the 

artesans can market their output through the Coop, which functions as 

a central marketing board. Goods are turned over to the Coop on a con

signment basis, and whatever is not sold is returned to the artesan.
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The second major form of assistance is the provision of central pur

chasing of raw material inputs and training related to the conversion
 

of the raw materials to finished products. About 3.6 million LE are
 

available annually to make central purchases of raw materials and
 

supplies, which are then re-sold to the artesans. The third area of
 

assistance is in cooperation with the Nasr Bank. By agreement with
 

the Coop, the Nasr Bank makes loans to individual artesans or small
 

.local cooperatives at a percent annual interest, with a repayment
 

period o! 3-10 years. The Bank usually takes a 15 percent share in
 

the project, thereby reducing the debt burden of the borrower(s).
 

Profits in such ventures are shared according to the share of owner

ship in the project. No data'are available on the extent of this
 

type of financing done by Nasr Bank; however, discussions with leaders
 

of the Coop indicate amounts are quite small.
 

The present and pros-oective roles of these three financial 

institutions preclude any one or all serving early needs for loan 

capital on a small scale for village-wide revenue-pi.oducing, profit

making projects contributing to the financial autonomy of Village 

Councils. The Village Banks, for example, must continue to meet the 

needs for farmer seasonal production capital and operate with the 

inherited staff and resources of the former Coop rknks. The DIB 

mandate does not include very small loans to relatively high risk, 

low asset farmers, and Village Councils. The Organization for Artesans 

is urban-oriented, and devotes most of its resources toward marketing 

assistance and provision of inputs for a relatively narrow sector. 

The proposed LDF will not compete with this system. It is 

structured to fill e. need not met or expected to be met in the Near 

i 
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Future by other financial institutions in Egypt. The LDF is aimed at
 

medium-term loans for all kinds of entrepreneurial activities capital

ized at interest rares somewdhat coparable to the going rates in the
 

commercial market. By employing prudent lending policies and enforcing
 

them, and judicious portfolio management, the LDF should ultimately
 

reach into every village in Egypt. The villages should become less
 

dependent upon the Central Government by operating within the bounds
 

of their own project income and operating costs. Eventually, the
 

Village Councils will be less dependent upon the Central Government
 

for budget revenues by expanaing the size of their "Special Accounts"
 

and determining themselves how to allocate such funds among competing
 

village needs. The LDF operations will be village-wide, and include
 

substantial technical assistance and training to accelerate the
 

f-Uancial, anagement, local government and technical independence
 

of the Village Council, the Executive Committee, and individual
 

villagers. The projects to be financed will be small-scale ones,
 

which can impact directly on value added, jobs, income, and increased
 

village commerce between its own residents and with other villages.
 

The LDF wili± foster the expansion and fuller development of entrepre

neurial activity at the grass roots levels in Egypt. Through financing
 

productiva projects in any economic sector, the LDF will increase the 

vertical and horizontal development of agriculture, industry, and 

commercial activities. The LDF will train Village Councils, Executive
 

Committees and villagers in the application of progr.am budgeting, and
 

evaluation fcr each village. These inputs will enable the villages to
 

better identify and appraise productive projects and to coordinate
 

planning productive projects and their implementation on a regional 

http:progr.am
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basis, leading to greater profits and better allocation of scarce
 

resources.
 

The LDF can evolve into a financial institution of several
 

potential dimensions. It is impossible to predict at this time its
 

future scale and configuration. However, at the outset, the LDF plans
 

to use the Village Banks as a depository for its loan funds to village
 

. borrowers aad possibly as a screening device to perform a first-level 
I. 

evaluation of loan applications in the villages. Continual review will
 

be carried out during the five years of this project with a view toward
 

maximizing LDF efficiency, output and integration with the total
 

Egyptian economy.
 

6. 	Typologv of Loans
 

Each project assisted under the LDF must produce a good or
 

service which yields a direct income flow to the Village Council con

cerned or yields an indirect income stream in the form of fees or 

taxes levied on the'use of the good or service produced by the project. 

In addition, there are certain commonalities for all loans. These include 

a limit of LE 15,000 on each, interest rates at 6 percent, adequate 

security, a financial internal return of at least 15 percent and time
 

limitations on capital loans of seve4 years and two years for working
 

capital loans.
 

While it is not possible to predict all possible usages for loans 

defined under the foregoing conditions, it is probable that they will be 

utilized in support of activities like the following: 
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-

-

-

Tricking or taxi fleet; 

Asricultural processing; 

Tractor, pump, motor maintenance; 

-
 Tractor, harvesting machinery purchase/operation;
 

- Livestock and horticuiltural development;
 

- Poultry rearing and hatchery;
 

- Cons;-.:er goods manufacture;
 

- Food irocessing and manufacture;
 

- Aquaculture development;
 

- Construction industry supplies;
 

- Carpet manufacture;
 

- Apiary and silk development;
 

- Carpentry and general repair shops;
 

- Marketing, packaging and handling;
 

- Handicrafts
 

Provision of specialized technical assistance to the LDF is planned
 

to meet advisory needs generated by some or all of the foregoing types of
 

projects. Where needed skills are not immediately available, the project
 

proposes to utilize short-term consultants to meet such needs.
 

7. Environmental Implications
 

A completed Impact Identification and Evaluation Form is attached,
 

Annex I. 

It is probable that there will be a limited land use impact under this
 

project because of land clearing. Existing ARE laws regarding land use
 

together with village council sensitivities concerning the conversion of
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agricultural lands to non-agricultural uses are sufficient to m nimize
 

this impact. Some loans will concern the conversion of lands to small 

industries, poultry production, etc.
 

Impact on the diversion of the use of water is also expected to be
 

limited. Additional use may be made of existing developed water resources
 

in support of loanable projects such as poultry and duck raising or for
 

beef cattle and dairy cattle production. Such usages will utilize exist

ing 	water more efficiently and convert nutrients into food and food by

:oducts fcr the Egyptian village population and potentially for export
 

to 	urban areas.
 

No effects upon atmospheric or cultural conditions are anticipated
 

under this project. Socio-economic impacts are expected to be moderate
 

to high and should be contributory and positive. For example, in the case
 

of changes iz,, economic/employment patterns, it is anticipated that some
 

LDF loan projects will create temporary construction jobs. Other more
 

productive and long-term projects will create a number of specialized,
 

permanent jobs. Villagers will be taught new skills and these will be
 

utilized in both temporary and permanent jobs in the villages. Opportunities
 

for challenging and remunerative jobs for professional, managerial and
 

technical workers at the village level will be enlarged.
 

8. 	Technical Design/Cost
 

Details of the costs of the project are provided in Annex E. The 

principal components of the project include: 

a. 	Loan Capitalization:
 

$5,000,000 from the United States starting in Year 1 of the
 

project.
 



b. 	Technical Assistance and Training: 

$2,833,000 and LE 459,000 (U9 owned) from the United Stateu 

starting in Year 1 of the project 

INPUTS: (Aid-fi anced) 

* 	Long-term Resident Technical Assistance: 3 

1 for 4 years
 

2 for 3 years
 

* 	Short-term technical assistance 50 Man/Months 

* 	Participant Training:
 

1 academic year 20
 

6 months 25
 

Third Country Observation Tours 150
 

.	 Introduction:
 

Presently, in its grant development ptogram for economic, social
 

development, and village planning, ORDEV confronts some formidable,
 

assistance tasks. It needs to develop technical assistance
 

capabilities and training among the following target groups: 

30 to 40 Central ORDEV employees 

24 Governorate employees assiciated with ORDEV 

120 to 140 District employees associated with ORDEV 

300 to 400 Village Head Executive Officers in villages 

where ORDEV operations are taking place or
 

projected 

900 to 1,200 Village Executive committee members in villages 

where ODEV operations are taking place or 

projected
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300 to 450 Village Council Chairmen in villages where
 

ORDEV operations are taking place or projected
 

1,500 to 2,250 Village Council members in villages wiere
 

ORDEV operations are taking place or projected. 

Total: 

3,174 to 4,480 individuals requiring training during the
 

next five-year period 

While it is now constructing a physical site for an ORDEV Training 

Academy, ORDEV currently follows the same training and staffing patterns 

as most other Egyptian Governmental agencies. That is, it annually 

operates a few seminars - using co-opted short-term staff drawn from
 

various Departments, Ministries, and Universities. Stress is on providing
 

very general information about development, some attention to existing
 

Ministry of Local Government regulations on budgeting; and descriptive 

treatment of ORDEV goals, methods of village selection, and reporting.-


Currently, these efforts reach approximately 100 individuals per year
 

with only a few Village Executive Committee, Council Chairmen, or Village
 

Council members affected. Present ORDEV plans for the operation of the
 

Training Academy envisage an ideal training intake of about 500 individuals
 

per year. But budgetary considerations, lack of trained teaching staff at 

the proposed Academy, and lack of a developed curriculum indicate that in
 

the first three or four years Egyptian efforts, if unassisted from abroad,
 

will not be able to handle more than about 150 individuals annually.
 

Now the founding, development, and operation of the Local Development 

Fund must be appreciated in the context of this generally deficient train

ing and technical assistance situation within ORDEV. cannotThe LDF be 

i' i 
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operated by inexperienced and untrained Egyptian staff either at the
 
Center, the Governorate, or the Districts. 
 Neither can it exist and gai"
 
acceptance among 
 Village Councils and Head Executive Officers unfamiliar
 
with loan requirements, methods of assessing loanable enterprises, and
 
managing/monitoring profit-seeking operations. 
 Similarly, if expanded
 

Special Accounts are not managed dynamically and responsibly so that
 
invested funds are cost/effectively used in supporting/encouragin


g
 

essential physical and social services in the villages, what value is
 
to be attached to the profit-making gains achieved under the LDF?
 

The answer lies, in very large part, in the specialized quality,
 
intent, kinds, and amounts of technical assistance and training that
 

ORDEV will concentrate behind the operations of the LDF.
 

Currently, ORDEV receives little technical assistance or training support 
from any foreign donor. The following chart indicates the kinds of
 
technical assistance and training that 
Es required by ORDEV as a whole.
 
Items marked with an asterisk are directly related to the foundation and
 

operations of the LDF.
 

PROJECTED CHART OF ORDEV 

Technical Assistance and Training Needs
 

Category:
 

A. Training: 

*1 Training Needs: Assessment
 

*2 Training Facility: Assessment & Design
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*3 Training Methods and Techniques
 

*4 Training Curricula: Design and Evaluation
 

5 Training Staff: Development, Management, Evaluation
 

6 Training Product: Evaluation of Impact
 

7 Training Organization: Center and Field
 

B. 	Manpower:
 

8 Intervie ing Skills
 

*9 Formulating and Issuing Personnel Policy
 

*.0 Recruitment, Selection and Placement
 

*11 Job Description and Analysis
 

12 Compensation: Pay and Benefits
 

*13 Performance Appraisal
 

14 Work Measurement
 

*15 Career Development and Promotion
 

16 	 Comparative Personnel Management
 

C. 	Finances:
 

17 Cost Accounting
 

*18 Project Accounting
 

19 	Auditing
 

*20 Public Finance and Banking
 

*21 Basic local government finance and management
 

*22 Budgeting including performance budgeting
 

*23 Financial and economic analysis of projects
 

*24 Quantitative Methods
 

*25 Financial reporting
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D. 	Project Analysis: 

*26 Social Benefit/Cost Analysis 

2? Organizational Goal Definition 

28 Program goal and category definition 

*29 Resource needs inventorying and assessment 

*30 Methodologies for planning and implementing projects 

*31 Analysis of Market Opportunities 

(32 Management Process and Techniques for Local Development 

*33 Monitoring methodologies
 

*34 Evaluation
 

E. Information:
 

35 Systematic analysis of alternatives (Systems Analysis)
 

*36 Interviews and Surveys
 

*37 Information flows- management
 

*38 Records Management
 

39 Data organization/retrieval
 

F. Logistics and Physical Planning:
 

40. Physical inventorying and stock control
 

41 Standards formulation and design
 

*42 Purchasing and contracting procedures
 

*43 Maintenance and repair standards and systems
 

44 Estimating and scheduling plant/equipment/material inputs
 

45 Quality control
 

G. 	Participation:
 

*46 Resource mobilization and goal setting
 

'1
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47 Integration of services
 

48 Organizational channels
 

49 Linkages and relevance
 

*50 Team cooperation/coordination
 

*51 Communication
 

H. 	Appropriate Applied Business, Production, and Marketing Skills:
 

*52 IniTestment and profitability
 

*13 Production technology analysis
 

*54 Harvesting, processing, and packaging
 

*55 Storage, handling, and transportation
 

*56 Marketing and distribution
 

*57 Labor costs/efficiency/organization analysis
 

2. 	Long-term Technical Assistance:
 

The foregoing list, which is by no means definitive, was
 

developed with ORDEV officials during November 1977. They
 

desired AID technical assistance and participant training
 

for 	virtually all categories and items listed. Ultimately,
 

they agreed to 37 varied sets of skills as important to the
 

creation and effective introduction of the Local Development
 

Fund within the context of future soundly based Special Account
 

operations. It was agreed that long-term resident technical
 

assistance provided to ORDEV should be concentrated, in
 

particular, on the following points of emphasis:
 

a&. Technical Project Manager/Development Economist:
 

The incumbent should be qualified to provide:
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management of AID-supplied resources; loan fund policy
 

advice at the highest ORDEV level; advice on the kinds
 

and scheduling of short-term technical assistance
 

required; and plan the training of Egyptian trainers as
 

well as personnel associated with the project. "atters
 

of particular concern would be: training systems and
 

methods; resource allocation; economic and financial
 

accounting/analysis; market analysis; cost/benefit
 

analysis; and financial information flow/management.
 

(See detailed Job Description attached.)
 

bb. Basic LocPI Governnent Finance/Management:
 

The incumbent should be qualified to provide: analysis
 

of local village fihance conditions; advice on the kinds
 

and scheduling of short-term technical assistance
 

required; and plan the training of Egyptian trainers as
 

well as personnel associated with the project. Matters of
 

particular concern would be training systems and methods;
 

short and long-term financial planning; local government 

revenue management; scheduling and managing public debt; 

taxation and public utility revenues; logistics; and 

performance budgeting. (See detailed Job Description 

attached.)
 

cc. Production and Marketing Analysis:
 

The incumbent should be qualified linguistically and in
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skills so that work in Egyptian field conditions is
 

easily performed. The incumbent should be able to
 

analyze local production/marketing conditions/
 

opportunities, define necessary short-term technical
 

assistance required, and train Egyptian trainers or
 

directly train personnel associated with Village
 

Councils and Executive Committees. Subjects of emphasis
 

would be: assessment of economic potentials of alternative
 

production possibilities; analysis of specific production
 

potentials/problems; market evaluation as a prelude to
 

production design; assessment of production complementarities
 

fostering .regional or sectoral development in a District or
 

Governorate; and design of accounting, costing, reporting,
 

and evaluation procedures appropriate to the scale and
 

type of village-financed profit-oriented enterprises under
 

development. (See detailed Job Description attached.)
 

Technical assistance and training targets for this three-person long

term residency team vary acccrding to the level of action assigned to the 

individual and the skills to be imparted. All will work directly with the 

LDF unit that will be created within ORDEV. A portion of their time, 

approximately 30%, will be spent in assisting the development of LDF

oriented training courses as well as teaching skills at the ORDEV Training 

Academy and in gearing participant training to help meet LDF-related 

Academy needs. This should provide Academy capacity, in the first year of
 

operations, to handle about 60 LDF trainees drawn from the 3,174 to 4,480 
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individuals who are the ultimate target group. In the second year,
 

assuming that some ORDEV-employed trainers have returned from learning
 

assignments abroad and are assigned to training, this figure should
 

increase to about 100 LDF trainees per year. In the third year, assuming
 

that a soundly conceived and operated participant training program is
 

producing trainers who are employed at the Academy, the annual output may
 

rise and stabilize at about 200 trainees per year.
 

Another 30% of the long-term technical assistance team would be spent
 

in devising methods, training staff, and experimenting in the field with
 

on-the-job modes of training aimed at District ORDEV, Village Council,
 

and Head Executive Officer personnel. The third year target in this area
 

would be an ORDEV capacity to handle another 300 trainees per year
 

through such means.
 

Thus, after the long-term technical assistance advisory team departs 

at the end of three years (in the case of the local government finance/ 

management specialist and the production/marketing analyst) or four years 

(in the case of the development economist/management analyst), ORDEV 

should be in a position to train between 300 to 400 individuals per year 

in matters related to LDF operations and the longer term developmental 

activities arising out of strengthened Special Account funds. At the 

end of five years, an Egyptian-trained cadre of 1,000-plus individuals 

should be of sufficient magnitude to generate continuing and growing 

momentum in constructive use of the LDF as well as Special Account funds. 
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Finally, 40% of the long-term technical assistance team time will be
 

utilized in developing policy advice, and providing detailed technical
 

the LDF during the first years of its founding, installation,
assistance to 


and operation. Here, the team will work in tandem with ORDEV staff
 

specially assigned to the LDF unit within ORDEV as the policy-makers and
 

technical staff of the Fund.
 

3. 	Short-term Technical Assistance:
 

The amount of short-term technical assistance required in order
 

to meet the needs of ORDEV among the 37 items listed is a
 

function of the competency of the long-term resident team,
 

the pace and character of project development, and the extent
 

to which soundly conceive4 and staffed training programs can bo
 

This 	Project Proposal
introduced at the ORDEV Training Academy. 


estimates the amount at 50 man/months over a five-year period,
 

subject to the understanding that experience earned during the
 

first thirty months of the project may require an upward or 

downward adjustment of short-term man/months at the end of the
 

thirty-month evaluation.
 

4. 	Participant Training:
 

As may be noted from the foregoing, including a list of train

ing needs, the present elementary state of the ORDEV Training
 

Academy, the size of the target group that is to be trained,
 

and the varied demands that are to be placed upon the small
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lon&,-cerm technical assistance team assigned to the LDF all
 

signal the inportance attached to an appropriat, participant
 

vaining program of sufficient size and specialized
 

character.
 

In terms of levels, the participant training needs are fourfold:
 

(a) 	training Egyptian trainers to staff the LDF-training
 

emphasis of the ORDEV Academy as well as field training 

operations mounted in support of tha LDF; 

(b) higher-order sk.lls for the ARE agency technically back

stopping the LDF project (ORDEV);
 

(c) skills related to the developmental use of Special
 

Account Funds; and
 

(d) practical, appliec. skills for officials, elected councilors,
 

and in some selected"cases, entrepreneurs at the village
 

level.
 

These should all be attacked through employing a mix of participant training
 

and observation experiences for individuals drawn from the numbers listed
 

in the target audience outlined at the beginning of this entire portion of 

the PP, e.g., "Technical Assistance and Training." 

The functional areas of training, to which the participant studies and 

observation tr'urs should be addressed in particular include: 

aa. 	 Training needs, facilities assessment, methods, 

curricula, and evaluation: 

The ORDEV Academy, in particular, needs at least four 

;-.
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Egyptian personnel who are trained in course work aimed 

at equipping them to handle overall tra'.ning and man

power development functions relatea to ORDEV and the LDF
 

activities. This will demand, at a minimum, at least 400 

class contact hours per individual in an institution
 

specially organized and staffed to provide training in
 

such matters as: training needs assessment and curricula
 

design; training methods and techniques; traiing facility
 

appraisal and coordination; training evaluation; and
 

performance appraisal.
 

bb. 	Project identification and analysis: 

There is need for training ORDEV trainers as well as LDF 

staff, ORDEV field staff, and selected Head Executive 

Officers and Village Council personnel in the standard 

techniques of project development including identification, 

costing, design, planning, technical, and financial analysis 

of projects and project proposals. This training should be 

aimed at three targets: 

(i) Development of an internal ORDEV training capacity
 

located in the Academy to teach and extend project
 

development skills (both in courses at the Academy 

and in the field) as wel.l as to modify and adapt 

standard project development techniques to Egyptian 

conditions. At least two ORDEV staff should have 400 

class contact hours of training in these skills so
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that they might become trainers and research
 

specialists in the entire spectrui 
of activities
 

comprising this area. 
In addition, and in order
 

to speed the initial introduction of LDF operations
 

at a time when ORDEV's training capacity is limited,
 

at least six ORDEV field staff should be provided
 

with 200 class contact hours each in certain of the
 

skills associated with this area.
 

(ii) Creation of a small, but skilled, core of project
 

analysts within the LDF staff. 
While 	much of this
 

will have to be done, initially, with the help of
 

the long-term resident technical assistance team at
 

least two LDF Egyptian staff should be provided with
 

200 class contact hours each in certain of the
 

skills associated with this 
area.
 

(iii) 	Creation of a small group of trained village Head 

Executive Officers who can be used as a training 

resource in each governorate in matters concerning 

project identification and analysis. While 	 this 

training should, in large part, be provided through
 

the ORDEV Academy, there is need in the initial 

stages of the LDF development to situate some 

specially trained HEOs in those governorates where 

a particularly high rate of loan applications and 

activities are anticipated. These will probably 
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comprise about five Governorates and at least one
 

HEO each coming from villaggs among those five
 

Governorates should be provided with 200 class
 

contact hours of training each in certain of the
 

Later, such
skills associated with this area. 


HEO's should be used as field training resource
 

persons for ORDEV Academy-sponsored programs.
 

Basic local ove.-ment finance/financial management:cc. 

Present governorate/local capacities in this area have been
 

noted by Dr. Maylield and other authorities as limited to
 

financial monitoring and record-keeping for audit/accounta-


There is need for training in the kinds
bility purposes. 


of skills of public finance management required to .nderpin 

decentralized, developmentally oriented, municipal/village
 

investment and financial planning implicit in Public Law 5"2. 

While the number of participants would be small and the
 

would be upon publictraining quite technical, the focus 

and budget planningfinance, taxation, performance budgeting, 

these ara now taught in the finance component of
skills as 


professional programs for U.S. town, city, and country
 

managers. This training would be aimed at two targets:
 

(i) Development of an internal ORDEV training capacity 

located in the Academy to teach these skills. A 

single individual would require 400 cla,s contact 

hours in the necessary training.
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(ii) 	 In order to speed developmeitally oriented financial 

planning and management at the village levels, and 

as an assist to the resident long-term technical ad

visor in this field, at least two ORDEV staff should
 

be provided early but limited training in this area.
 

-This would comprise 200 class contact hours at a
 

suitable training institution with special emphasis
 

devoted to performance budgeting and budget planning
 

skills.
 

dd. 	 Public finance and banking: 

At least three members of the ORDEV headquarters staff, two 

of whom should be assignable to the ORDEV LDF unit, will 

require basic banking skills required to dperate and admin

ister 	the LDF. These individuals should be given sufficient 

technical training in portfolio management, loan administra

tion, 	and entrepreneurial credit-lending analysis to permit
 

them to assume a major element of both training and technical 

staff responsibilities concerning these matters within the 

Academy and the LDF unit. This will require at least 400 

class contact hours for one individual and 200 class contact 

hours each for two others. 

ee. 	 Apnlied Business Skills:
 

The long period of state-dominated enterprise in Egypt, at 

all levels of the society, has seriously affected the growth 

of basic business/entrepreneurial skills among the rural and 

urban populace. Similarly the bureaucracy, so long condi

tioned 	by centralist as well as statist and socialist ideals,
 

/ 



sometimes perceives private enterprise and related skills
 

in ways that do not result in favoring or, at least,
 

neutral policies. These matters will affect the LDF
 

operations at all times; and various ways must be de

veloped by which new skills can be encouraged and atti

tudes altered.
 

Training under this rubric would have as its goal: the 

development of business advisory skills within ORDEV; 

means of providing qualified Egyptian small enterprise 

advice to village entrepreneurs; and fostering percep

tions 	among Sovernment officials, village counsellors, 

and enterprisers alike about what private initiative can 

accomplish in rural settings. 

This training would be aimed at four targets and accom

plished in sevnral ways:
 

(.) 	 Develonment of at least one central ORDEV staff 

member who has received special training in the 

principles of small business organization and 

management, with a view to imparting these skills 

as a trainer employed on a part-time basis at the 

ORDEV Academy. Such an individual would require 

at least 400 class contact hours of specialized
 

training. 

(ii) 	 Development of at least four ORDEV central/ 

Governorate personnel as technical assistance 

resource persons and trainers in matters con

cerning small business organization and management. 
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Those individuals would require at '.east 400 class
 

contact hours of training each in appropriately
 

specialized institutions. 

(i--) Training of at least six carefully selected Head 

Executive Officers in matters concerning private
 

enterprise management and development so that such 

individuals can be used as resource persons in tech

nical assistance and local training in LDF-sponsored
 

programs aimed at particular areas. Each would re

quire 200 class contact hours of training in
 

specialized institutions. 

(iv) Observation travel in carefully selected third
 

countries where development of rural-based private 

productive enterprise can be examined at sites.
 

Such travel should be arranged for about 80 Village
 

Counsellors, ORDEV officials, and Head Executive 

Officers during the next five years. 

ff. Information Flow and Data Management:
 

As pointed out in the DAI study of ORDEV, that organization 

already generates approximately 10,000 applications, appraisals, 

and reports annually in presently handling its grants programming. 

These records are inadequately designed in many cases and/or 

demand the input of far more data requirements than is
 

necessary for good management. Furthermore, because of inade

quacies in the present analytical, storage, and retrieval 



systems, much of the material is 
never utilized. When the
 

LDF begins to operate, even assuming that new procedures
 

are held to a minimum, there will be aan dditional imposi

ticn of demand for background, appraisal, and reporting 

information. 

Obviously, there awill be need for training spec'alized 

ORDEV staff in the techniques of developing and operating
 

simplified, effective management information systems
 

capable of supporting the LDF, grant-funded activities
 

of ORDEV, and reporting on developmentally-oriented
 

projects that will be funded by expanded Special Account
 

Funds.
 

At least two ORDEV staff should be provided with 400 class
 

contact hours of training each in the special subjects
 

associated with this function. Another two ORDEV field 

staff, trained as resource persons for technical assistance,
 

should be provided with 200 class contact hours of training
 

each.
 

gg. Local Particpation:
 

Acceptance of the LDF system, as well as establishing the
 

procedures and attitudinal changes essential to a dynamic 

developmental role for villages, will require effective
 

mechanisms for mobilizing elected officials, government
 

officials, and the populace. 
Presently, the village council
 

is not a community structure. It is an amalgamation of 

several local communities. Under these conditions there 
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may be a need to build supporting organizational, pro-.
 

grarnatic, and other kinds of processes or institutions
 

that will foster mobilization and maintain continuity in
 

development. 

Special skills in organizational design, role formulation,
 

goal setting, and communications will be required in order
 

to foster local participation in the LDF, ORDEV-sponsored
 

activities, and the sound evolution of village special
 

account-financed developmental growth. Additionally,
 

altered perspectives among village council and village
 

executive committee personnel may be an important factor 

in supporting participatQry developments. 

"Training and. observational experiences aimed at attaining 

these skills and perspectives should concentrate on the
 

following targets and ways of accomplishment:
 

(i) 	 At least one central ORDEV member should be trained 

as a resource person for use in analyzing partici

patory situations, mobilizing and directing necessary 

research, and developing ways by which culturally 

relevant participatory institutions and practices 

are advanced in the context of LDF and ORDEV 

interests. This will require at least 400 class
 

contact hours of special training for a person that 

is already well grounded in sociology, anthropology,
 

or some related social science discipline. The
 

training would have to take place at an institution 

which is suitably oriented towards Egyptian societal 

conditions. 



(ii)Similarly, at least ten ORDEV officials, village counsellors,
 

and members of village executive committees should be en

rolled in special programs that will provide each with 200 

class contact hours of training designed to develop them as
 

supportive resources in local participatory processes.
 

(iii) 	Observation tours of selected third country where varied
 

local participatory organizations/processes have developed
 

can lend important weight to alteration of Egyptian per

spectives. At least eighty village counsellors, Village
 

Executive Committee officials, Head Executive Officers, and
 

field ORDEV staff should be provided with such experiences
 

during the next five years.
 

hh. 	Evaluation and Research: 

Presently, nearly one-fourth of the current ORDEV central 

staff operations are addressed to what is called "evaluation 

and follow-up." Their intent is to match the costs of 

projects supported by ORDEV with the benefits derived from 

each project as well as examining the results (i.e. impact, 

effects) of projects on the community. These might include 

increases in income among individuals, overall increases 

in income for the village considered as an economic unit, 

redistribution of income on an equitable basis, improved
 

village self-help capabilities, improved social services,
 

and increases in employment, agricultural productivity, etc.
 



64 

The current systems, installed by ORDEV, reflect lack of
 

trained staff both in che design of evaluative criteria,
 

execution of survey and in-depth research needed to ter'
 

evaluative criteria and systems, and in the diagnostic
 

analysis of incoming data. All of these matters relate
 

directly to the operations of the LDF and, ultimately,
 

to impro.ved local"capacity to developmentally utilize
 

expanded luz.a accruing from growing Special Accounts.
 

Special skills are needed as well as far more cooperative
 

perspectives among the Village Council and Village
 

Executive Committee personnel who must participate in
 

the operation of any evaluation system. The targets for
 

training and suggested ways of accomplishing same include:
 

(i) 	Development of at least one ORDEV trainer and research
 

specialist at the Academy, skilled in the design of
 

evaluation research, evaluation systems and .a& diagno

sis of evaluation results. The individual will require
 

at least 400 class contact hours of specialized train

ing in a suitably equipped institution.
 

(ii) 	Development of at least two ORDEV field staff as
 

resource persons to work on the necessary research
 

for design of evaluation systems, design of evaluation
 

systems, and test/operation of the necessary systems.
 

While, ultimately, this kind of training should be
 

provided through the ORDEV Academy in the initial
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stages and to speed developments the first two indi

viduals should obtain 400 class contact hours of
 

Sraining 
each.
 

(iii) Establishment of an initial cadre of six ORDEV
 

officials, Head Executive Officers, and Village
 

Counsellors who are skilled in some aspects of
 

evaluation and trained to play supportive roles
 

in the testing and introduction of evaluation
 

systems. Each of these individuals should be
 

provided with 200 class contact hours of training.
 

(iv) At least forty Village Counsellors and Village
 

Executive Committee personnel should be provided
 

with opportunities to observe how .evaluation systems 

are designed and operated in a number of representa

tive third-country settings. 

This is an important component in overall training, 

the LDF, becauseparticularly with reference to 


local personnel attitudes about evaluation and 

evaluation data can materially affect the quality 

of the product.
 

There are countries where evaluative systems have 

been introduced and functioned successfully with
 

the help of local participation by officials and
 

populace.
 

ii. Apppriate Production and MarketinR Sstems/Skills:
 

Local enterprise in Egypt is currently hamstrung by the 

absence of contemporary, small to medium-scaled industrial 
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and marketng systems and skills. In -imost all areas
 

of production from food processing to rope making the
 

potential entrepreneur has the choice of either a crude
 

"cottage industry" technology and accompanying set of
 

village based skills or highly capital intensive indus

trial technologies which formerly have been the sole
 

omain of state enterprise. In the former case, the
 

current market conditions no longer favor most such
 

industries. In the latter case, the amount of capital
 

required and the limited managerial/technical skills
 

available tend to militate against private investments
 

of this.kind.
 

Under these circumstances, no single entity -- such as
 

the ORDEV establishment of the LDF - can hope to bring
 

about substantive changes concerning such matters. 
But,
 

an operation like the LDF cannot ignore these circumstances.
 

It must seek to build up planning, traf-faing, and analytical
 

skills both within its own establishment and in conjunction
 

with other Egyptian agencies in order to consequently
 

affect the technical/managerial skills gaps in small-scale
 

industry production and marketing. Similarly, it must
 

endeavor to affect local entrepreneurial perspectives 

about what may be possible as well ar the necessary 

analysis required when designing a locally based produc

tive enterprise.
 

In this connection, the LDF needs both a training and
 

analytical capacity of its own and the means to link its
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needs into other Egyptian institutional resources helpful
 

in addressing this gap. similarly, it neees means by
 

which it can help to inform and develop village level
 

perspect:'ves ot the whole subject. Training and obser

vation activities addressed to these maters should
 

focus on the following targets and ways of accomplishment.
 

(i) 	Development of one ORDEV Academy trainer who is
 

highly skilled in: analysis of small-scale pro

-ductivity and marketing problems; marshalling of 

Egyptian analytical resources to look at such 

problems and development of workshops, seminars, 

and special training venues which foster study 

of these matters by policy makers, technically 

qualified personnel, entrepreneurs, and officials. 

Such an individual will require at least 400 class 

contact hours of highly specialized training.
 

(ii) 	Development within the ORDEV central and field
 

establishment of at least six individuals who can
 

act as technical resource personnel to the ORDEV
 

Academy trainer mentioned in (a)above, and also
 

provide technical assistance concerning these
 

matters to Head Executive Officers and Village
 

Councils. Each of these individuals will require
 

at least 400 class contact hours of highly special

ized training.
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(iii) 	Development of ten ORDEV, HEO's, and Village Council
 

personnel who can act as initial resource persons
 

and technical assistants to analyze particular types
 

of LDF-supported small industry and marketing loan
 

possibilities. Each of these individuals should
 

have 	at least 200 class contact hours of training
 

in a 	specialized institution.
 

(iv) 	Observation tours of third country successful as well
 

as unsuccessful experiences in this area seems a
 

vital 	necessity for selected Village Council Execu

tive 	Commnittee and private entrepreneur individuals.
 

During the first five years at least one hundred
 

such 	individuals should be providea with opportuni

ties to make such observations through a carefully
 

arranged and programmed series of tours.
 

In summary, participant training and observation tour needs of the
 

LD as related directly to that entity and indirectly to some of the needs 

of ORDEV and Special Account Fund Development are identified as:
 

400 class contact hours (1 academic year) 26 

200 class contact hours (6 months) 51 

Third Country Observation Tours 300 

377
 

This figure excludes those Egyptians undergoing LDF related 

training at an expanding rate within the ORDEV Academy or in field
 

training situations within Egypt during the first five years. As indi

cated 	earlier, such individuals would number about 1,000-plus, in
 

addition to the 377 described above. 
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This iroject proposes to only care for the following levels of
 

participant training and observation,tours during the first five years:
 

400 class contact hours (1 academic year) 20 

200 class contact hours (6 months) 25 

Third Country Observation Tours 150 

195
 

5. The ORDEV Academy and Kinds of Training 

While the ORDEV Academy will be an important part of this project, 

it is not the focus fc4" the activity and, therefore, the Academy should be 

assisted and supported only to the extent that its improvement lends 

strength to the development of the managerial/production skills central 

to LDF and this project. For examplP, the first tranche of returning
 

participants should probably be divided between two operational tasks: 

staffing the LDF and staffing a LDF-focussed training unit or program 

within the Academy. Since there may be need for some kinds of training 

equipment, as well as some additional flexibility for utilization of 

training funds, a sum of $245,000 in LE is set aside in the budget for 

these purposes, with cautionary note that such monies should be invested 

in training inputs directly related to project objectives. 

In this connection, three obvious candidates for utilization ot 

some of the $490,000 mentioned above should be noted here. The first 

is the need for training institute design and administration. This 

would include curriculum design, preparation of teaching aids and use 

of vocational equipment. A second concerns the need to build in a 

Case Study component to the training. E'isting local government/ruiral 

developmenL training in Egypt is excessively theoretical and academic. 
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Project-supported training should center on the development of Egyptian
 

case.material based on recent field experience in ORDEV and other
 

Egyptian programs. 2R_/ The resident advisory staff will be expected
 

to work on the development of such materials. In addition, there may 

be a need to bring in short-term consultants to assist in this work.
 

Funds to cover this need could be drawn from the $490,000 rather than
 

technical assistance, short-term consultancy funds. Another kind of 

need 	is development of an ORDEV capacity to carry out low-cost, in-the

field training programs as they may relate to the LDF operations. Some 

additional funds may be required to assist in developing pilot efforts
 

of thi. kind, and a portion of the $490,000 might be utilized for supple

menting ORDEV inputs in this area. 

LE 118,881 from the ARE starting in Year 1 of. the project. 

These funds will be utilized by the ARE .ocover costs of ORDEV
 

training staff, special in-the-field kinds of training programs, develop

ment of case study materials, etc. It is estimated that as the training 

activities mount in scale, the average annual expenditure for ORDEV on 

such matters pertaining to LDF training will approximate LE 23,600 

annually. 

21/ 	 For fuller discussion of case-method training for rural development, 
see: •Blackton, J. S., and Dalton, J. D. Professional Training for 
Rural Development, World Bank, 1976. 
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d. Couuodities-Equipment:
 

$352,000 from the United States starting in Year 1 of the project.
 

Office equipment, calculators, furniture, special tools and some
 

vehicles will be needed to support the central LDF operations.
 

There will be no contributions from the ARE in this 
area.
 

a. Evaluation/Applied Research:
 

$100,000 and $200,000 in LE from the United States starting in year 1
 

of the project.
 

These funds will be utilized to commission the kinds of evaluative
 

studies required to identify where LDF policies, management systems, etc.,
 
need improvement. 
 Such work will be an ongoing part of the project from the
 

•outset. The-funds will be used to commission Egyptian and foreign-conducted 
special studies; surveys and evaluations from time to time. 

There will be no contributions from the ARE in this.area. 

f. Construction Cost 
- ORDEV Training Academy:
 

LE1,171,810 from the ARE Starting with 
LE 200,000 in Year 1 of the 

project.
 

These funds are for use in covering costs of erecting those physical
 
elements of the Academy that will usedbe by LDF-related training activities. 

g. Operational Costs of Field ORDEV Staff:
 

LE 251.748 from the ARE starting in Year 1 of the project.
 

These are funds used to cover the extraordinary costs of ORDEV staff
 
In the 20 Covernorates associated with establishing and managing the LDF
 
system during the five years of the project. 
The average annual extraordinary
 
expenditure ii calculated at about LE 2.142 per Govermorate per year. 
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h. In addition to direct project inputs, the ARE will continue 

to allocate at least LE 2,500,000 per year to ORDEV for grants to 

village councils for physical, social and economic projects. 

9. Project Length
 

The five-year period for this project is based on an analysis of 

ORDEV's growth since 1973 and its success in managing the activities of 

that organization. *Currently, it is delivering advice and assistance 

to about 100 new projects per year. This pace will continue and 

perhaps expand.
 

Utilizing a five-year period for the development of the LDF system
 

will not interfere in marked degree with the other activities of ORDEV.
 

At the same time, it is recognized that introducing a new system, the 

Local Development Fund, will generate new complications and require much 

training, monitoring and management in the early stages. The five-year 

span should permit solution of these various problems in a timely manner. 

It is envisaged that, if the LDF proves successful in increasing the
 

incomes of village councils, the Government of Egypt may wish to contribute 

capital to it from its own resources within the next few years. It is 

also 'considered likely that USAID will wLsh to continue supporting the LDF, 
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partlcularly if it Is seen that not only do village Incomes grow, but also
 

services and infrastructure in those villages which have undertaken
 

succesful loan projects. USAID might wish to broaden its assistance to
 

include applied research into such questions as citizen participation and
 

specific ways in whaich women can be integrated more effectivel- into
 

village decision making, local government and private enterprise at the
 

village level. In addition, the LDF mechanism perhaps could be used to
 

further other GOE prioritieq such as family planning, e.g., preference
 

given to village councils who are taking active roles in promoting
 

family planning, preference for projects involving women in income producing
 

projects.
 

10. 	 FAA Section 611 (a) and (b)
 

All conditions under referenced Section are met in this project.
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Job 	Descriptions
 

1. 	Technical Prolect Manager/Development Economist 

Duties: 

The incumbent will provide overall project management for all 

resources supplied by USAID, including resident team, consultants, 

equipment, supplies, and training systems. 

- Working in close and continuing association with the Under

secretary of ORDEV will serve as the senior advisor/manager 

for the project effort. 

- Will be responsible for determinirg/scheduling, and coordinating, 

with the advice of the team's other resident advisers, short term 

consultants, and GOE officials, all inputs from USAID to DDI. 

- Will provide guidance to the Board of Directors of the LD, the 

LDF Loan Committee, and the secretariat of the Loan Committee, 

on issues dealing with the policies and operations of the LDF. 

- Will be expected to spend considerable time in Cairo with ORDEV 

and LDF staff in the execution of these general advisory duties. 

- Will be expected to spend about.a quarter of his time in the 

field, at the Governorate and the village levels as-isting 

Egyptian counterparts to promote awrareness and acceptance of 

the DP at the local levels. 

'I 
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- Will advise the Undersecretary of ORDEV on policy and operational 

policy issues at the ORDEV Academy as they pertain to DDT_ 

- Will have managerial responsibility over the other members of the 

resident team including short-term consultants. 

- Will advise ORDEV on some or all of the following generic 'kinds of 
4 

development economics areas: resource allocation; economic and
 

financial accounting analysis; market analysis; cost-bene-fit analysis;
 

financial information flow/management; and such other matters as may
 

be deemed essential in the goals of DDI.
 

Qualifications:
 

- Broad training and experience in develoiment planning and imple

mentation experience in the project cycle including cost benefit 

analyses. 

- Experience in the creation and operations of local development 

finance institutions; a sufficient background in quantitative 

analysis and applications. 

- Experience in determining training needs and candidate selectinn 

procedures.
 

- If possible, familiarity with AID project management procedures, 

and a sufficient background in financial and economic accounting 

to provide advice and select suitable short-term experts. 

- It would be desirable to speak Arabic or, at least, to be able to 

learn the language in the early months of the project. 
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I. 	Basic Local G-7ernment Finance/Management
 

Duties:
 

The incumbent will advise ORDEV Governorate and village level offt

cials on local government administration and finance as it relates
 

to the operation of the LDF and, in a more general sense, as It
 

relates to the oveiall concept of decentralization which the GOE
 

has adopted as a rural development strategy.
 

-	 Will analyze the on-going procedures of the LDF and other local 

government procedures related to ORDEV programg to insure that 

they are consistent with existing finance management require

ments, the socio-economic environment of rural Egyptian villages 

and are relevant to the decentralization goals of the GOE. 

- Will develop new techniques and procedures relevant to the LDF 

and other ORDEV programs consistent with the analysis described 

above, and including local government revenue management; 

scheduling and managing public debt; short and long-term
 

financial management, taxation and public utility revenues,
 

logistics, and performance budgeting.
 

- Will advise ORDEV and the ORDEV Training Academy on curriculum
 

development for LDF and other ORDEV programs.
 

- Will assist ORDEV to organize its evaluation of LDF related
 

effects such as management of LDF sponsored projects, impact
 

of LDF generated revenues on village special accounts, etc.
 



77 

- ill assist ODEV develop operation manuals, program analysis 

systems and budgetary systems which support the LDF and would 

support a greater role for village descretionar7 economic 

activity. 

- Will assist in the selection of short-term advisors.
 

- Will assist in identifying participants and suggesting relevant 

training programs for these participants. 

Qualifications: 

- Practical experience in financial planning for short and medium 

term local development. 

- Have practical-6ased -sound in local goveiz=ent revenue 

management, tax policy, public utility revenue management, 

scheduling and managing public debt and planning and operating 

public service programs. 

- Have organizational and operational experience w- h local govern

ment personnel management. 

- Have some teaching experience in general public administration 

policy. 

- It u- _d be desirable for the incu-mbent to speak Arabic or be 

able to learn the language during the early phase of the project. 

III. Production/Marketing Anal tl-q 

Duties: The incumbent will assist ORDEV in its effort, to help 

village councils with, poductive oro1~e identification, preparation, 

appraisal, and implementation.
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- Will assist village council programs which aim at-sharpening
 

concepts -f projects and becotaing better equipped to identify
 

productive projec:s with high marketing potentials, thus making
 

better use of their time and talents at this stagfe of the
 

project cycle.
 

- Will tran: 
and work with ORDEV officials to familiarize them
 

with the p-inciples of the project cycle.
 

-
 Will develop appropriate methods for assessing the economic
 

potentials of alternative production possibilities, design,
 

accounting, costing, and evaluation techniques appropriate to
 

the scale of the village enterprises.
 

- Will advise on approaches to market evaluation prior to under

taking production activities, looking for production complemen

tarities which would foster regional ec-onomic development at 

the district or governorate level. 

- Under the supervision of the Technical Project Manager *ill 

provide substantial input to modifications and adjustments to
 

LDF operating procedures and policies.
 

- Will provide advice and assistance in designing curriculum in 

areas of his competency at the ORDEV Academy, and training of 

trainers at the Academy.
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Qualifications:
 

- Practical experience with small-scale production enterprise and
 

marketing and experience with small-industry operations in
 

developing countries.
 

- Experience based in his background in the project cycle principles 

and applications especially in small industryzarketing.
 

- Have knowledge of financial management and accounting, including 

as many specific industries relevant to the Egyptian experience 

as possible. 

- Background should include some teaching and, if possible, curri

culum design experience in the developing countries training 

institutes. 

- Should be competent in Arabic or be able to learn the language 

during the early months of the project. 

I. 
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B. Financial Analysis and Plan
 

The attached tuo Table3, together with a statement on Assu=-tions,
 

provide the necessary financial data concerning the LfDF opnerations.
 



-- 

-- 

-- -- 

-- 

-- -- 

LDF LOAN OPERATIONS SCIIEDULE
 

(See Assumptions on Following Page)
 

Year 1 

Loans 

Loans Authorized 
 500,000 

Disbursements
 
- Against Current Year's Loans 150,000 

- Against Previous Year'd Loans 

- Total Disbursements
 

(Cumulative) 
 150,000 


Interest Income
 

Amount on which Interest due:
 
- at 42 (grace period) 150,000 
-
at 6% (after grace period) --
- Total Interest on Lorn~s 6,000 

Less 6% of Repayments 


Plus Interest on Reserve
 
Account (8%) 


Total Interest Earned 
 6,000 


Repayments 


Loos Reserve 
 50,000 


Expenses 
 25,000 


Available Loan Funds
 

From AID Grant 
 4,500,000 

From Interest Income 
 6,000 

From Repayments 

Total 
 4,506,000 


Less:
 

Expenses and Loss Reserve 
 75,000 

Net Total 
 4,431,000 


Year 2 

1,000,000 


300,000 

350,000 


800,000 


800,000 


32,000 


4,000 

36,000 


100,000 


25,000 


3,500,000 


36,000 


3,536,000 


125,000 

31411,000 


Year 3 

1,000,000 


300,000 

700,000 


1,800,000 


1,650,000 

150,000 

75,000 

(6,000) 


12,000 

81,000 


100,000 


100,000 


25,000 


2,500,000 


81,000 

100,000 


2,681,000 


125,000 

2,556,000 


Year 4 

1,000,000 


300,000 

700,000 


2,800,000 


2,000,000 

800,000 

128,000 

(24,000) 


20,000 

124,000 


300,000 


100,000 


25,000 


1,500,000 


124,000 

400,000 


2,024,000 


125,000 

1,899,000 


Year 5 Year 6 

1,500,000
 

450,000 -

700,000 1,050,000
 

3,950,000 5,000,000
 

1 2,150,000 2,200,000
 
1,800,000 2,8Gj,000
 
194,000 256,000
 
(54,000) (96,000)
 

28,000 40,000
 
168,000 200,000
 

500,000 700,000
 

150,000
 

25,000 25,000
 

- 0 - - 0 
168,000 200,000
 
900,000 1,600,000
 

1,068,000 1,800,000
 

175,000 25,000
 
893,000 1,775,000
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LDF 	Loan Operations
 

A. 	Assumptions reflected in the schedule on the preceding page are as follows:
 

1. 	AID will disburse $5,000,000 grant as required to meet demand
 

for loan funds. The demand is assumed to be $500,000 in the first
 

year, $ 1 million in each of tha following three years and $1.5
 

million in the fifth year.
 

2. Loan disbursements are assumed, on the average, to be spread over
 

two years, with 30 percent disbursements occurring in the year in
 

which the loan is made and 70 percent in the following year.
 

3. 	Loan terms are assumed to average 7 years with a 2-year grace
 

period and interest at 4 percent during the grace period and
 

6 percent thereafter, (known as the authorization period). Interest
 

is assumed to be payable from the date of disbursemeut.
 

4. 	Loss reserves will be set aside in a separate interest bearing
 

account at the time loans are established; initially 10 percent
 

of the loan amount will be so deposited; the account will earn
 

interest at 8 percent per annum.
 

5. 	Loan repayments will be made in level installments so that
 

20 percent of the principal is repaid in each of the 5 years
 

oi the authorization period following expiration of the 2-year 

grace period. 

6. 	 LDF's administrative expenses are assumed to average $25,000 per 

year. 

7. 	Interest income wIll initially be accummulated rather than
 

used for additional lending.
 

B. 	Some of the foregoing assumptions have been made solely for the purpose
 

of simplifying the presentation or because more reliable figures are
 

not available.
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C. 	Social Analysis: 

There are a number of social issues uurrounding this project. Three 

are singled out here, not in order to provide,definitive answers but to 

chart the dimensions of the kinds of ongoing study that is required during 

the life of the project. 

1. 	Benefi.:iaries: 

Just whc will the projects funded under the LDF system benefit? 

This question has to be judged in the context of the project's goal 

that is, to tromote decentralization through enihancing the autonomous revenues 

of village councils. The local revenue issue, therefore, is paramount. 

As observed by one of the designers of this project, Mr. John Blackton: 

"...We want the LDF to be enabled and encouraged to make loans to those 

enterprises which show the greatest promise of economic return. The individeial 

enterprises do not have to be 'ideal types for integrated rural develcpment 

projects;' they should be sound business ventures. Either through joint 

equity arrangements or through contract or employment aspects of these 

enterprises, some may produce strong positive benefit streams to a few 

individuals and may not directly benefit more than perhaps a dozen or two 

dozen people. This is not necessarily a problem. The purpose of the enter

prise is to produce profits which beccme the collective property of the whole 

village (throuqh the council) and are spent in ways responsive to overall 

co:munity needs. It is at this level that the benefit incidence of the project 
22/ 

is important..." 

It is assumed that this project will benefit the entire village through 

generation of additional money for the "special account" which can be used 

for either further income-producing activities or community development, 

infrastructure and social services. It is further assumed that village councils, 

12J 	 J. Dlackton 1emo "Key Issues in the Project Design,*-July 17 J 
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as elected o~ficials, are responsive to community "felt needs" and that,
 

be used
funds generated through income-producing activities will

therefore, 

to address the IAeds of institutions which can include both sound types of 

activities. Beneficaries
projects or zeLwtistment in other income-producLig 

but must be viewed in the aggregate,
cannot be measured in individual terms 

funds are reinvested or used directly for 
as whole villag5s. Whether 

To the extent to 
development purpses benefits flow to all the villages. 


the village council is elected through a genuine democratic process
which 

that this is the case) it will be answerable to the electorate
(it is supposed 

for the use of monies accruing to the special account. This does not
 

in such a way as to benefit the
necessarily mean that all funds will be used 

social purposes, but it does
whole village or that all funds will be used for 

in fact mean that they
that funds will be us,'d responsively, which maymean 

on the circumstances. It also means that
will be reinvested, depending 

to be more services 
at certain times, e.g., election time, there are likely 

that will benefit more people than at 
or infrastructure projects undertaken 

vate enterprise is 

other times, but this, after all, is the essence of the democratic system. 

In terms of beneficiaries, moreover, it is a system that by and large 

historically probably has benefitted more people than others because it is 

responsive to the will of the people. It is new to Egypt and together with pri

being encouraged by Egyptian leadership, particularly 

as being the necessary sine qua non for development of the
President Sadat, 

country's potential.
 

In addition to the above factors, Harik has found that "one of the 

and representatives at various levels
interesting things about olficials 
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is their egalitarian attitude and keen awareness of the need to ameliorate 
23/ 

the conditions of the village poor." This would indicate that elected
 

and appointed officials alike will be anxious to undertake services 

activities using the proceeds from revenue-producing projects. 

2. Selection of Villages
 

In the operation of the LDF there are certainly some villages 

which would benefit more than others by virtue of their being more active, 

enterprising, having more educated inhabitants, more expert officials, etc. 

It is also likely that Middle and Lower Egypt will enjoy an advantage since 

areas in these regions have already benefitted more from public service and
 

infrastructure in general than Upper Egypt.
 

While villages in these categories should not be penalized, since
 

this could have the effect, in the once uase, of lessening the entrepreneurial 

spirit which already exists and in the other of discouraging further 

development, nevertheless there should be some eflort made to ensure that
 

villages be encouraged to participate which hive not had a chance to show 

their capabilities for one reason or another or who have been neglected 

with respect to infrastructure and services. In this regard, ORDEV officials 

have indicated that their preference in selecting villages to be invited 

initially to submit projects to the LDF is for those villages which heretofore 

have not received any ORDEV funds. This would mean that these villages would 

have "first crack" at LDF money; as the operations of the Fund bui'd up and 

more money accrues to it from loan and interest repayments, more villages 

will become eligible. 

It should be borne in mind, however, that in speaking of villages which 

already enjoy more advantages than others, we are speaking relatively and 

in the context of the Egyptian sitiation. There are very few, "if any, Egyptian 
y Hark Report of October 1977, p. 20 

I. 
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villages which would be called well-to-do in U.S. terms.
 

3. Participation:
 

The degree to which new or different jroups of local leadership
 

participate in village councils remains an unknown. 
Nor is it known what
 

the alterations in origin of village council members may mean in 
terms of
 

better reflecting the needs of all villagers, including those from more
 

remote satellite villages, and improving the dedication or efficiency of
 

the village councils. If one contrasts the content of Mayfield's work in 

1973 entitled "Local Institutions and Egyptian Rural Development" and his
 

observations as well as those of Ilya 
larik in the summer of 1977, there
 

emerges a sense that the membership, motivation and quality of village councils
 

have altered significantly during the past four years.
 

Harik's observations concerning the number of salaried villagers who are
 

now members of village councils have already been noted. 
Mayfield observ-s,
 

after elections of 1975, that:
 

"...A careful .7.nalysis of the data collected from various districts in
 

both the Delta and Upper Egypt suggests that this past election provides
 

a sharp contrast in that only a limited percentage of the newly elected
 
14/
council members had served in the former councils..."
 

Again, what this may mean concerning equitable distribution of services
 

or meeting the needs of various elements in the villages remain- to be
 

determined. 
It is,obviously, a matter for continuing study and evaluation
 

as a project like the LDF proceeds.
 

It is also important to note that the GOE and AID are in the process of
 

and plan to undertake a number of studies over the next one to two years
 

which will shed additional light on the subject of participation in the
 

~yMayfield, "Local Government in Egypt,m 
1976, p. 16
 

J"!
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process of locil government. We would expect that the results of these studies
 

would have a major impact on planning further developments of Egyptian villages. 

D. Economic Analysis: 

Materials useful to this section have been developed by a World Bank team; 

and will be utilized when available sometime in March or April 1978. 
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Part IV. T 2.ation Arringements: 

A. Analy , 7 the Recioient's and AID's Administrative Arranag'ments:
 

i. Organization and Staff:
 

The attached Chaet A provides a layout of the existing organiza

ti;,n together with an indication of staffing strength.
 

At the technical staff and administrative level ORDEV currently
 

consists of 26 technicians and 16 support staff in the Cairo office.
 

These individuals operate five Divisions: Financial and Administrative
 

Affairs: Evaluation and Follow-up: Social Development; Physical Planning:
 

and Economic Development. They are supported by eight other permanent
 

staff handling such matters as public relations, training, legal affairs, 

contracting, etc., and I4 part-time technicians utilized on assignment
 

from other government Departments from time to time:
 

There are six major committees acting as advisory panels and 

providers of technical services to ORDEV. Some, such as the Supreme
 

Consultative Committee, operate at a policy level and provide policy
 

advice and assistance. Another, the Committee for Rural Services Coordina

tion, provides a means by which inter-ministerial and inter-departmental
 

cooperation can be fostered. Four committees (Social Developmeat, Physical
 

Development, Economic Development and Administrative Development) are 

comprised of senior engineers, economists, social scientists and subject
 

matter specialists drawn from Egyptian universities, ministries, retired
 

personnel, etc.
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T.-. ORDEV Cairo technical and administrative staff supervise
 

and support at DEV staff of 266 individuals in 20 Governorates. These 

are supervised, n each Governorate, by an ORDEV Director who reports to
 

the Governor a.-l o the General Director of ORDEV at Cairo.
 

b. Duties: 

The ?ield and Cairo staff implement a three-pronged ORDEV 

strateay. This nvoLves promotion of physical improvement of villages, 

development f i!,social and vocaticnal skills in villages, and provision 

of capital . t funds to villages in order to develop various kinds 

of productive economic enterprises. In each June, CRDEV requests each of 

the 20 Governorates tL select at least two villages from each markaz 

(District) as candidates for possible support. Criteria are provided 

for the initial selectin. Repcrts on each candidate village, together 

with details &bcrt prospective projects, must be prepared by ORDEV gover

norate staffs working with village officials. From the two villages
 

selected in each District, and based on the evidence assembled, ORDEV
 

then selects one for funding of projects in all three strategic areas,
 

in two, or only one. ORDEV staff then continue to monitor and report on
 

performance until the project is completed.
 

The foregoing operations, and staff participation, will con

tinue vhen the LOF system is introduced. CRDE7 staff at the Cairo, 

Governorate leve s will be trained, additionally, to assist in the 

identification, appraisal and management/reporting on loans. It is 

anticipated that, initially, the LDF system can handle about 70 loans per 

year. Thus compared to the regular l1 -village project load of CRDEV 

BEST AVALABLE COPY
 



business in physical planning, social affairs and economics per year, the 

the LDF will add an additional 70 loans during the first two years. Current 

thinking within ORDEV ez-.U:asizes that as the LDF loan operation grows, 

the ORDEV project funds will, gradually be shifted towards physical and 

social services types of projects. 

c. Training:
 

Technical members of ORDEV, both at Cairo and in the field, are
 

generally young and graduates of Egyptian universities in agriculture,
 

bdsiness and commerce, engineering and sociology. Virtually all need train

ing in LDF operations; and many are interested in obtaining additional
 

training. A number are working now on Diplomas in the Rural Development
 

Program at Eim-Shams University; five are under trainrng either at Utah
 

or the University of Connecticut; three are scheduled !or training in the
 

United States, and six have received training in rural sociology,
 

community development, engineering, etc., in recent years in England.
 

Nonetheless, as indicated earlier, much of the staff needs 

additional training and, in this connection, ORDEV already operates a 

series of short-term training courses for its staff and members of village 

councils. It las ' ceived approval to construct and staff an ORDEV 

Academy outside Cairo. Work on the physical construction is under way. 

In the meantime, ORDEV utilizes physical training facilities borrowed from 

other agencies -rithin Cairo.
 

Ultimately, a portion of the LDF project will affect training 

since the American technical assistance team is to instruct ORDEV training 

staff in the principles of teaching LDF operations to ORDEV field staff, 

line ministry personnel and village council members. Also, the project 



addressea a considerable degree of attention to participant training and
 

third-country observation activities. All of this is to both buLld up
 

skills capacities in matters concerning LDF operations, e.g., statistics,
 

financial analysis, documentation, reporting, loan management, small
 

enterprise analysis, etc., and to broaden awareness of what could be
 

accomplished under decentralization in both productivity and social
 

services by village-planned and managed activities.
 

d. Logistics:
 

ORDEV staff at Cairo is housed in an 80-year old Palais in
 

downtown Cairo. The building is soon to be destroyed, and 0RDEIT will be 

housed in about 1,000 square meters of space in a larger and newer build

ing belonging to the Ministry of Local Government. The new space wilL 

not be adequate to properly house the existing ORDEV staff at Cairo. By 

the time that the ORDEV Academy is completed in 1979, it is expected that 

some of that space can be used for housing some ORDEV operations. Also, 

it is expected that in mid-1979 additional space will be provided to 

ORDEV within the Ministry of Local Government.
 

Field staff at ORDEV is housed at the Governorate level and
 

receives logistic, equipment maintenance and other forms of support..'from 

the Governor's Office in each Governorate. 

Presently, ORDEV has 30 vehicles deployed in the Governorates 

(20 Datsun trucks; 10 Microbuses) and 8 vehicles at Cairo (4Microbuses,
 

4 S&dans).
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2. USAID: 

a. OrganiZation and 	 Staff: 

presently, responsibilitier for development and management of 

this project rest with a prcject couittee drawn from differeut elements 

of USAID. Principal work is done by the Assistant General Development 

Officer 	and the Deputy Assistant General Development Officer. Wheu the 

that these t-wo will continue to be theproject is approved, it is assumed 


project manag.rs and no additional AID staff will be required.
 

b. Mfiuement and Back-UD Resonsibilities:
 

The rrfject will generate increased 	workload demands on USATD 

staff including the 	following:. 

Planning an,- arranging for the participant training and U.S. and 

a 

-

third-country observation tour programs. This will"probably be 

load over time requiring about two man/months of staffcontinuing 

time annually. It is estimated that the business of writing PIO/T's 

and handling the processing of requested equipment should require 

another two man/months per year.
 

- Monitoring, evaluation and research concerning the operations of the 

LDF will also require additional time annually. I is estimated that 

this will demand an average of about one man/month per year. 

In summary, USAD staff will be involved to the extent of at least
 

three to five man/months per year.
 

B. Impleentation Plan 

1. 	 Yonsing of Advisory Team/Consultants: 

of the LDF unit at Cairo will CompriseThe initial size 	 one 

http:manag.rs
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full-time Egyptian Director, three part-time Egyptian specialists, three
 

American technical assistance advisory, and an average of two short-term
 

American consultarts at any one time. 
This work force will require a
 

physical area comprising about 400 square meters. 
 Chaft B, attached,
 

provides an illustrative layout.
 

ORrDE 
 plans to house this work force, during an initial 18

month inte:*',al, 'n rented quarters wichin Cairo. 
 It estimates that such
 
I, 

quarters ca.: be obtained and renovatLd within three months after the grant
 

agreement is signed. 
 Ultimately, once the ORDEV Academy construction is
 

completed, it is probable that 
some of the LDF unit work force may be
 

housed at that facility. Also, by thcr time (18 months) ORDEV should have
 

moved into new quarters to be provided by the Ministry of Local Government
 

at Cairo.
 

2. Office Ecuipment - LDF 

As ioted above, ORDEV holdings of essential office equipment
 

leave much to be desired. It is believed that the LDF unit and its
 

support ojprations in the various Governorates should be provided with
 

sufficient equipment to enable it to perform well. 
An equipment and 

furnishings list has been developed for the LDF unit at Cairo. In addition,
 

an average of $800 per Governorate is set aside in the budget for essential
 

office equipment required at those locations when performing LDF-related work.
 

Avernge lead time for procurement and obtaining equipment in
 

Egypt is .stimaced at 12 months. This can be reduced, in some degree, if
 

some portions of the equipment are obtained within Egypt, but, in general,
 

that time interval seems realistic.
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Since the ORDEV office equipment stock iJ very limited and 

ORDEV desires that this project get into loan operations within seven
 

months of granc agreement, some funds are set aside in the.budget in order
 

to permit short-term (9 to 12 months) rental of equipment or services or
 

both on a local basis.
 

3. Vehicles
 

Present ORDEV vehicle strength both at Cairo and in the
 

Governorates is just about sufficient to enable perfurmance of current
 

workloads. Additional business generated by LDF will impose increased
 

vehicle demands both by ORDEV staff in the Governorates who are working
 

on LDF activities and by LDF staff and foreign teuhnical advisory staff
 

in Cairo.
 

Considering this situation, it is advisable to build in a "core" 

vehicle input to the LDF project. IE is proposed that this include four
 

vehicles at the Cairo level and 20 for the Governorates. An additional 

sum is set aside for possible further use in equipment acquisition after 

the advisory team has been in place for about 18 months and sufficient 

experience has been earned concerning mobility needs/demands. 

Average lead time for procuring, shipping, clearning, customs 

and readying motor vehicles for the road in Egypt is estimated at 14 

manths. ORDEV officials estimate that during this interval they could 

make at least one vehicle available from the existing fleet so that it 

could be used by the foreign technical advisors. Since this may not be 

sufficient at times when portions of the team are traveling in the field 

and others are in Cairo, some funds have been budgeted for use in rental 

of an additional unit during a 12-month period. 
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4. 	 T.ain i l 

This priject proposes participant training, observational tours
 

and third-count r observation tours for 195 Egyptians or an average of
 

39 indivi uaiL pe year over five years.
 

As toted elsewhere, this will also impose an additional management
 

burden on USAID/Cairo and AID/W. This burden however is manageable. USAID
 

Cairo has a higi .ytrained fully staffed training office comprised of these
 

full ti=e di-ac:-Aire U.S. personnel and a full staff of local employees. 

They pres lz:. h-Ie one of AID's largest bilateral training programs. 

The 	USAID Cairo Training Office does not anticipate that the added wo'k
 

load 	would create a problem. Washington support for the training program
 

would be handled by DS/IT. They have indicated that the work load generated
 

by 	this project would not overburden heir staff.
 

5. 	 Technical Ad-v-sory Assistance 

This project assumes that the three-man team will be on hand at 

the 	outset of project operations. However, as the systems are developed
 

and 	training occurs, there will be a simultaneous utilization of short

term consultants and a gradual diminution of resident advisors. Thus, the
 

project leader will remain at post four years, while the two specialized
 

advisors will each serve three years. (note detailed budget attached).
 

6. The attached Implementation Schedule (C)indicates the time frame
 

contemplated.
 

MT PAPLA\L6 COPY 
7. 	Contracting Arrangements 


a) aecnod: It is proposed that technical advisory series be 

provided through a combination of a PASA arrangement for the Project Technical 

Advisor; two personal Service Contracts for the basic Local Government 



Finance/Hanagement and the Productivity/Market Analyst; and an institutional
 

contract for the short term technical advisory services request for this pro

ject. The reason that this mode of contracting has been proposed i that
 

both ORDEV and USAID/Cairo believe that it will be advantageous in main

taining the close working relationship which has been developed as this.
 

project design has evolved. This relationship is considered a necessary
 

factor to the .uccesful implementation o the project. To the extent that
 

this project also acts as the first in a series of activities related to
 

rural development, local government development and decentralization it is
 

very important to use this close relationship to evaluate ORDEV's role in
 

this process and to maximize opportunities for new activities as they develop.
 

b) Logistic Support:
 

In accord with Mission policy the following logistic support 

will be provided: 

1. The Project Technical, Manager who will be a PASA 

employee will receive, as a Direct Hire person, all o'rivileges accorded
 

to other direct hire employees under the Bilateral Agreement between the 

United States and Egypt, including FPO, Pouch, medical facilities, housing 

and housing services, customs clearance, shipping and travel arrangements, 

expeditor service, commissary, access to the motor pool and assistance 

in obtaining a driver's license. 

2. The two long-term technicians (PSCs) will have access 

to the medical facilities, will receive housing allowances, expeditor 

services, and will be provided assistance with customs clearance, shipping
 

and travel and obtaining drivers' licenses. They will not have FPO or 

J 
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PCuch privileges, assistance in locating housing or housing services, 

commissary or motor pool privileges. 

3. The short-.term casultants (PSCs) will have the 

same privileges as the ew long-term technicians, except that they will 

receive per diem in lieu of a housing allowance and assistance with 

customs clearance is not applicable. 

U,
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IV Chart C
 

CHART C 1.PLEXVATION SCHEDULE 

1978: 

Feb. 15 Prelmplementation PASA negotiated and PASA technician arrives Cairo.
 

March 1 1nitial PIO/Ts for PASA, Advisory Team, and consultants completed
 
and deliverqd for action AID/W.
 

March 1 Initial documentation and procurement schedule for equipment/vehicle
 
needs completed and delivered for action AID/W.
 

May 1 AID PASA and resident technical advisory staff arrive and begin work
 
with ORDEV.
 

May 1 ORDEV staff assigned to LDF and in place, Bd. Directors created,
 
etc.
 

June 1 Detailed Design of Procedures completed for LDF.
 

June 1 Detailed description of program disseminated to Governorates and
 

through them to village councils.
 

June 1 Briefings of Governorates, LDF staff, and ORDEV staff in field.
 

June 1 	 Criteria adopted for selection of first tranche of U.S. and third
country visitation candidates.
 

June 15 	 Selection of first tranche of U.S. and third-country visitation
 
candidates.
 

July 1 	 Submission of first set of Loan Project Requests.
 

July 1 First tranche of visitation observers depart for 3rd country
 
observation.
 

July 15 Final determination of initial skills of short-term consultant needs.
 

August 1 Selection for first set of Loans.
 

August 1 	 Criteria adopted for selection of candidates for U.S. 1-year and
 
6-month participant training, and selections begin.
 

August 1 	 Criteria reviewed for selection of second tranche of third-country
 
visitation candidates.
 

August 1 	 Initial review of kinds of evaluation and studies needed, identifi
cation of possible candidates, and schedule detailed.
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Sept. 1 First set of loans issu&d.
 

Sept. 1 First ..C. 1-Year and 6-month participant trainees depart.
 

Sept. 1 ztcuuu cranche of visitation observers depart for U.S. and
 
third-country observation.
 

Oct. I Subc.Lssion of second set of Loan Project Requests.
 

Oct. 1 First uarterly Board of Directors Report completed.
 

Oct. 1 Short-tarm consultants begin to arrive. 

Oct. 1 . us process of selecting and sending 1-year and 6-month U.S. 
participants begins steadily. 

Oct. 1 Outline and possible content of first Quarterly Formative Evaluation 
- under design.
 

Nov. 1 Selection for second'set of Loans.,
 

Nov. 1 Third tranche of visitation observers depart for thirdacountry
 
observation.
 

Dec. 1 Submission Qf third set of Loan Project Requests.
 

Dec. 1 Second set of loans issued.
 

Dec. 1 	 Operation of visitation observer program third-countries reviewed
 
and further travel ceases for 3-month interval, allowing adoption
 
of revised criteria and travel planning based on previous experience.
 

1979:
 

Jan. 1 Selection for third set of Loans.
 

Feb. 1 Submission of fourth set of Loan Project Requests.
 

Feb. 1 Third set of loans issued.
 

Feb. 1 S:::2 Quarterly Board cf Directors Report issued.
 

March 1 Delivery of office equipment for LDF.
 

March 1 Selection for fourth set of loans.
 

March 1 Resumption of 3rd country observation travel as a continuious process.
 

April 1 Submission of-fifth set of Loan Project Requests.
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April 1 Fourth set of loans issued.,
 

April 1 Preparations begin for review of "Impact on Village Special Account."
 

May 1 Selection for fifth set of loans.
 

May 1 
 Review of "Impact on Village Special 'Account!'
 

June I Vehicle support for LDF arrives.
 

June 1 Fifth set of loans issued.
 

June 1 Third Quarterly Board of Directors Report issued.
 

July 1 Selection for sixth set of loans.
 

August 1 Sixth set of loans issued.
 

Sept. 1 Submission of seventh set of Loan Project Requests.
 

Oct. 1 Selection for seventh set of loans.
 

Oct. 1 Fourth Quarterly Board of Directors Report issued.
 

Nov. 1 Submission of eight.set of Loan Project Requests.
 

Nov. i Seventh set of lonns issued.
 

Dec. 1 Selection of eighth set of loans.
 

1980:
 

Jan. 1 Submission of ninth set of Loan Project Requests.
 

Jan. 1 Eighth set of loans issued.
 

Feb. 1 Selection of ninth set of loans.
 

Feb. 1 Fifth Quarterly Board of Directors Report issued.
 

March 1 Submission of tenth set of Loan Project Requests.
 

March 1 Ninth set of loans issued.
 

April 1 Selection of tenth set of loans.
 

May 1 Submission of eleventh set of Loan Project Requests.
 

May 1 Tenth set of loans issued.
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Xay 1 Second review of "Impact on Village Special Account." 

June 1 Selection of eleventh set of loans. 

June 1 Sixth Quarterly Board of Directors Report issued. 

June 1 Summative Evaluation begins. 

July 1 Eleventh set of loans issued. 

July 1 Summative Evaluation ends. 
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C. Evaluation. Monitoring and Audit 

.1. Audit
 

ORDEV, working with the Technical Consultants and AID Proiect manacement, 

schedule to audit the financial accountswill develop a regular system and 

LDF level. audit function willestablished under the at the village 'i5 Ls 

of ORDEV. It may seek assistance from thebe the sole responsibility 

governorate financial administration level to conduct such audits but 

will not include tha project technical advisors as part of the village 

audit. The results of the regularly scheduled audits will be available
 

of Directors and the Loan Committee.for the LDF Board 


In keeping with standard USG procedures, AID reserves the right to
 

the LDF down to the level of the establishment of
audit the operation of 


ORDEV audits for information
the village loan account. XTD will depend on 


of greater detail regarding villagt disbursements and utilization from 
the
 

and will not accounts directly. The system andloan account audit these 


preliixinary schedule will be developed as the final design of the LD?
 

Event $7.)
implementation arrangements Are included (see Chart C, Part IV, 

2. Monitoring
 

are described in detail inMonitoring functions under this project 

of Annex B and the reports which constitute the monitoring systemSection 4 


are scheduled in Chart C, Part IV.
 

In suvmuLry, the monitoring reports will summarize for the Loan
 

ORDEV administration and the USAID the
Committee, the Board of Directors, 


LDF's lending performance, cash flow, progress of individual village projects,
 

the impact of village projects on the Village Special Account and the effect
 

the village projects on the financial autonomy of the Village Council. Twoof 


project reports and ORDEV reports.
categories of reports will be utilized: 

I) 
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Project riports will be prepared by the borrowing village, submitted quarterly 
to ORDEV (gov,-rnorate level) and be either a conscruction phase or operational 

phase report. 
 (Sc Annex B for detailed description.)
 

O.RDEV will analyze and sumarize these reports for 
the LDF Loan
 

Connittee and  of Directors.
 

ORDEV ?-FYuorts: 
 The LDF will prepare a Project Analysis Report,
 

LDF Bank Account Report and an Impact on Village Autonomy Report. 
These
 

will be prepared quarterly (except for the Impact Report which will be an
 
annual exer i4 ) and suh~mitted to the Board of Directors and to the USAID.
 

(See Annex B for detailed description of reports.)
 

These reports will be a comprehensive functional system which
 
will allow ORDEV to monitor its program, shiut emphasis 
 and alter implementa

tion and policy prbcedures as necessary and in 
 response to village conditions. 

3. Evaluation
 

Two levels of evaluation will be integral parts of this project. 
The first will be annual evaluation of project progress at the output level,
 
and will be des.gned, scheduled and carried out by a joint ORDEV/usAID team
 

composed cf members of the Loan Committee, the project technical advisors
 

and a member of 
 the USAID Country Team. The evaluation will look at the 
inputs schedule for the project, the results of the quarterly monitoring 

reports, the t pleaentation Schedule, and will assess the extant to which
 
this project is resulting in the current outputs described in the project 
(see Annex D, Logical Framework: Outputs). Scheduling of these annual 

4
evaluations 0 1 ', a function of the start-up time for this project and tha 
rate that the LDF becomes operational; therefore their exact schedule is not 
presently , L it is assumed that these evaluations will occur on an 

annual basis. 



The second level of evaluation could more properly be called impact 

evaluation. It will be confined to the purpose level of this project and 

as such will look at the impact of the village projects on the Village 

Council, the village budget, the special account and the village development 

activities and plans. 
The major studies will be conducted at about
 

m
nth 30 and month 60 of the project. They will be desined by the project 

advisory team and the Loan Committee with the concurrence of the USAID 

and will be performed by both U.S. and Egyptian contract social 3cientists. 

An illustrative example of the type of study that is expected to be 

carried out at about month 30 is "A Comparative Study of the Use of the 

Village Special Fund in individually selected LDF and new LDF villages. "A 

study of this type would attempt to uncover "what happens to fund which are 

generated by'village income-producing projects." As such it would provide 

useful information on the spread effect of the LDF projects, who benefits
 

from the funds generated and a range of ixncrtant considerations for 

the LDF and for future work with village governments in Egypt.
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D. Ccndi ozns. Covenants, and Neqctiatin; Status
 

The Ccndit n Precedent contained in Section 4i 
 (b) of the Standard
 

Pro "-- '..- Areement relating to representatives and specimen
 

signatuzes, will be included in the Project Grant Agreement.
 

The 	foilw. z Conditions Precedent to capitalization of the Local
 

Develop ua: -u:d will be included in the Project Grant Agreement. 

1. Approval by USAID of the detail procedures for the operation 

of the LDF established by Board of Directors of the LDF. 

2. 	Approval by USAID of the procedures which will govern the
 

selection of villages,to participate in the LDF program.
 

3. 	 Aproval by USAID of the a-id t system And schedule
 

developed *-.ORDEV to audit the financial accounts
 

established under the Local Development Fund at the
 

viHllage level.
 

4. The _oard of Directors for the Local Development Fund will 

be established and the names of the members provided to 

USAID. 

5. 	 The Loan Committee for the Local Development Fund will be
 

established and the names of the members 
provided to USAID. 

6. 	 ORDEV, through the Board of Directors and the Loan Committee,
 

will agree in writing to adhere to the AID requirement that
 

all commodities procured for projects undertaken by village
 

7 	 .. .,4' ,tilizilng loans from the Local Development Fund must 
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conform to the source requirements of AID Code 935 or muest be 

of E6-rptian origin. 

The standard covenants provided in Handbook 3 will be included in 

the Project Grant Agreement. 
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III THE OUT PUTS
 

Output Indicators
 ' t-ut Details 

1. Loan applications from a
1. Spreading awareness of 


minimum of 110 village
'the usefulness of profit-


making projects-among mem- councils per year by fourth
 

bers of village councils. year of projct.
 

2. Village councils seeking 2. Disbursements on a minimum
 

of 200 loans by the third
financial autonomy through 


the project.
planning of profit-making year of 


3. Project loans returning at
projectS. 


least 15% on investments
3. Profit-making projects 


"and the returns are entering
actually designed,appraised 


"special accounts" or being
and implemented by village 


reinvested.
councils and village execu-


4. Loan payment delin~quenties
tive committees. 


4. Village councils understand holding to only 3% of LDF
 

outstanding disbursed
the relationship between 


project purposes, efficient balances, each quarter.
 

Village councils trained
 use of resources, good 5. 

in how to design and submanagement, and repaying 


mit loan requests, and
lca-F ?t a reasonable 


interest rate- on time. submitting increased num

bers on own initiative
5. Expaw:lag flow of adequa-


without substantial technitely designed project 


cal assistance from LDF.
loan requests to LDF. 




ANNEX B
 

Objectives - Policies for the Local Devel6pment Fund (LDF)
 

I. Obiectives
 

The establishment of a "Local Development Fund" (LDF) as an entity within
 

the Organization for Reconstruction and Development of Egyptian Villages 

(ORDEV) as the objective of increasing the funds available to. 

Village councils for discretionary spending on local develo.ent 

projects. To that eid, the LDF w1ll use funds available'from AID, and
 

possibly from other sources for loans 
 to Village Councils for the pur

pose of investment in revenue-producing projects, the profits of which
 

will flow into the "Special Accounts" maintained by Village Councils for
 

their discretionaiy use.
 

I. Lending Policies
 

Policies governing LDF operations will be established by the LDF Board
 

(see IV below); the policies are expected to incorporate the following
 

principles which have been developed with OP DEV:
 

1. Eligibilit7 for loans. All legally established Village Councils
 

are elegible tz apply for loans.
 

2. Loan applications. Any Village Council wishing to obtain a
 

loan from the LDF will submit a loan Appli'cation, in accordance 

with procedures to be established by the LUF Board, showing the 

amount and purpose of the loan and such other information
 

which the LDF Board may decide upon as necessary for an tDF 
Jappraisal.
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3. 	 Purpose of loans. Loans will be made by LDF only if their purpose 

is an investment by the Village Council in a revenue-producing
 

projact. Village Councils may establish joint ventures with
 

indivi'u&is, but Village Councils 
will be the borrower and be 

sclely -e:-onsible for repayment of the borrowed funds to the LDF. 

Loans will be made for the acquisition of "fixed and moveable
 

assets and may include an amount for working capital.needec4 during the 

firs: t-.a years of operations. 

4. 	Appraisa. of Loans. ?rojects whiah Village Councils propose 

for financing by the LDF will be appraised by the LDF; the 

following factors will be considered by the LDF in its appraisal: 

(a)Profitability: projects should offer prospects of earning
 

a reasonable profit within a short period after the start
 

of operations;
 

(b)Credit worthiness of applicant: to the extant possible,
 

LUF should assess the record established by the applying
 

Village Comc:U in meeting its financial obligations; 

(c)Financial contributions by P-plicent: Villsge Councils
 

normally will be expected to contribute in cash or in kind
 

up to 25 percent of the total project cost from their own
 

resources. In exceptional cases, however, the LDF may waive
 

this requirement if, in its judgement, after appraising the
 

pr,-Jt proposal: 1) the project meets other criteria; 2) is
 

particularly innovative and'or interesting and 3) the Village
 

Council lacks the necessary resources to make a contribution.
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(d) Security: to minimize losses, the LDF should, where
 

desirable, obtain security for its loans in the fc-m of a
 

lien on project assets or in other forms; the lack of
 

desirable assets should, however, not be considered
 

reason for rejecting an application if a project meets
 

ot'her criteria; in addition, the LDF should cake into
 

account (i) possible delays in project execution and the 

administrative workload ,caused by the establish:ment of 

liens; and (ii) the likely value of assets in liquidation.
 

5. 	Loan Terms. Unless the LDF Board authorizes exceptions in
 

specific cases, loans should be made for a period of no more
 

than seven years, including a grace period of no more than 
.rwo
 

years, at an interest rate of not less than four percent per
 

annum during the grace period and not less than six percent
 

per annum thereafter. Interest accruing during the period
 

before the start of operations may be capitalized if the. 

circumstances justify it.
 

6. 	 Maz-mum Amount of Loans. Unless the LDF Board authorizes 

axcept ons in specific cases, no loan made shall exceed 

ZE 15,000, exclusive of capitalized interest, if any. 

1*',
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7. 	Geogra- i Distribution of Loans, To the extent the LDF 

Bcar. :-.siders it advisabla, it shall establish guidelines 

for the distribution of LDF loans among the different 

gover.orates, other administrative units, or groups of such 

units. 

8. 	.a;crts f-.m Borrowers. The LDF Board shall require from its 

borrowers periodic reports which reflect the use of funds 

disburied by the LDF and the physical state cf project imple

mentation. The LDF Board will establish procedures and 

reporting formats designed to provide the LDF with the minimu 

vol-e of information which it needs to monitor .its loans and 

the projects financed and .which impose the least burden on its 

borrowers. 

1II. LDF Oerational Princioles 

1. 	Use of Irterest Income. LDF shall use its interest income, first, 

to cover its own operating expenses, such as the cost of its staff 

offices, commtnicat-ons and the Like; and, second, to increase 

the funds available for loans. 
I 

2. tcn: R.e.pe.-. The LDF shall establish a reserve for losses in 

amounts judged by the LDF Board to be co'mnsurate with the risks 

incurred in its lending operations and revised from time to time 

on the basis of expe".,nce. 
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3. 	 Accounting. The LDF will establish a system of financial accounting, 

recording and reporting adequate to meet its needs for accurate 

and timely information on its operations including, but not limited 

to, bn the identity of borrowers; the amounts authorized and 

disbursed for each loan; the amount of interest capitalized, if 

any, interest due and interest paid; repayments made; delinquencies 

and losses; the volume of applications received; number of applications 

approved and disapproved and other relevant information. 

4. 	 Funding. The LDF shall ex-mine from tine to tine the rate at 

which loans are authorized and disbursed in order to ascertain 

requirements for funds in addition to those initally provided 

by AM. To that end, the LDF Board will, at the earliest' possible 

time, establish procedures for projecting its cash position and
 

the anticipated volume of loans at least one year in advance.
 

The LDF shall then consult with ORDEV and other interested
 

agencies on possible sources of additional funds and take all 

steps within its power to secure the funds needed for continued 

operation. 

5. 	 Policy Review. The LDF Board will reviewits lending and operational 

policies at least annually, and make such revisions as appear 

necessary. In particular, the Board will review its loan ta-ms 



13. 

and adjust its interest rate as desirable in the light of
 

rates charged by other lending institutions and other
 

sources of funds in Egypt.
 

IV. 	Proposed Organization of the Local Development Fund
 

'l. The LDF will be an operating entity within the Organization
 

for Reconstruction and Development of Egyptian Villages (ORDEV).
 

2. 	There shall be a Board of Directors, appointed by the Minister
 

of local Government, wivh responsibility for setting lending
 

polizy and establishing operating and financial procedures.
 

3. 	There shall be a Loan Committee composed of staff of ORDEV,
 

appointed by the Board of Directors and charged with
 

approving and such other responsibilities as the Board may
 

assign to it. The Loan Committee shall prepare quarterly
 

financial reports and submit these to the LDF Board of
 

Directors for review.
 

4. T Head of the ORDEV Department in each Governorate and his
 

staff shall assist Village Councils in the preparation and
 

implementation of projects.
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,:.er-en: engaged nonas 4n consistent determination;.t:,.rn o; gross 0 olations that the GOE has enghged0; inter- in a gross violation of human rights..n: z4 na'ly recognized human rights?
 

2 F. Sec. 491. Has it been determined that -No 
:.vern:.ent of rec4zient country :is

failec to take acequa:e stoos to orevent 
rarc:.tics lrus and otner controlled 
s-s--ncs (asde'inec . :he Comore,i!nsi e .'rui Ab .se Orave, ti'on and Control
 
'ct o- 1970) produced or pro.essed, in


4ar:,SuCh%,.ioleor in n cc.ntry, or 
trou.g.red uvi country, from 

:a7nc sold illegally within the 4urisdiczion of sucn country to U.S. G.vernment
 
ce-sonne. or tne~r cenendents, or from
C'Itl'irineh U.S. ufil;ah".,' !" 

. jFAA Sec. 620(a). Does recioient country -No instance of any such-present course*nis, asss:ance to Cuoa or fail to of conduct is known.t-ke 3npropriate steps to prevent ships
or aircraft uncer its flag from carrying

C~rzoes to or from Cuba?
 
FA' Sec. 6201b). If assistance is to a -The Secretary of State has so 

:overrrant,the Secretary of Statehas
et-rminec tna,: It is nc: controed determined 
.no in:e-rnational ohminist movement?
 
F;A Sec. 620(c). If assistance is to -None:varn.m.en:, is the oovernmont liable as 

of the known claims -f any UScitizen asserted against the GOE meetcottor or unconditional .Larantor on anyLant to a U.S. citizen for ocods or the criteria thisof section.services furnisned or orderea In anywnere (a) event, Egypt participated withs',-:, citizen has the US 
Ce~al rerecies 

exhaustac availanle in a joint commission to discuss debtanc (b) cebt is not denied of Egypt to US citizens and hasor contestec y such governmont? agreedwith the US'd on n amount which the GOE 
FAA Sec. 6 20fe) (1). !f assistance is to will topay settle these debts. a iovernmert, nas itagencies (including government £Lor sucdivisions) tiken any action -The Secretary of State has determinedwricn nas :he effec. of nationalizing,exororiatng, or ntherwise seizing
cwnersnip or that Egypt's agreement to establish acontrol of property of U.S. Joint Commissioncitizens or entities beneficially owned td dispuss compensationof America- nationals constitutesy tem without :aing s.eos to ciscnare appropriate steps for 

takin4 
its coligations towarc sucn 

the purpose of
citizens or


entities? this section. 
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7. 	 FA,% Sec. 5620(f) Aon. Sec. !0. is -Egypt is not a communist country

'." 	e': :..,l:ry . '. .ts" country? 

.
le 	as"-*a .*c I. C of V. - ..r 

. " 	".S ~ .~. .Lacs? 

S..Xc. 6' •5 ,'cC : 'ntry :n -The President has not determined thate
 
1 :-.'~
', '..,' siin (ag . . e'-n0, or the recipient country is involved" in 

5:p:e, or rY c:-rn:ri -e:e'.'irq i.s. , such conduct. 
aii',i:a i or .:' i*e, - . of such
 

.jversiIon or ''r. 

9. 	 F-..!-c. 62014). Has tne country per- -The President, in accordance with the
 
Ino.5res :,o or requirement of section 620 (J), has.
17 t- Oo,"to ordve.:,o :.et"Ie C-rzge.ace.uate 

y mx) ac,.on, of L.S. considered terminating assistancd to 
Egypt and has determined that no 

10. 	 FAA Stc. sufficient reason exists not to.
M20 . "f the clrntry has furnish the assistance. 

g..:r.l';ry ~rura . -. r .ne snec','it risks -Egypt has reactivated its Investment 
o 	 e:;rcr Iation. ,icor. er;s:ility or Guaranty Agreement with the U.S.CC ;f;-1'-' iO , r,as :.,o,: ,Ac::inistra~or
 
wit:iin t.ne oas" yea consicered denying
 
assistance :o -;u n goverr,,nen: "or :his
 
re. soil?
 

11. 	 F.-Sec. 60(o.: cshermen's Protective -No instance of any such seizure or 
_ _ _.-. .-- cuLory aS ur imposition of such penalty or sanctioni,:,.oscedany p .sal ty or Sanection 8aans:, isnwko . 
any 	 '.S. fis:;iy dc:'ivi:ies in inter- is nw known. 
national wators,
 

a. 	has any deduction reouired by Fisher- -Not applicable.

men's Protective Act bee rrue? ' 

b. has conplete denial of assistance -Not applicable.

bet.n considerea by A0D Administra:or?
 

12. 	 FAA Svc, 620(al; Aoo. Se,. 50s4. (a)Is -No such default exists. Reconciliation
 
t.e. verr~nent of Zne rc'pent country is taking place between the books'of 
in,d4;ault on i'iterest cr orincio1oof 
any A13 lean to :e counry? (b) s AID and the Government of Egypt in. 
cou.,tr i.ceu': eicceilq one year on regard to several very minor amounts.
 
.nrerest or prtncioa" 01' U.S. loan under
 
prcnra.:; for %.nicn Ao.p. Act aopropriates

fures, unless de:c %s ea-leAr cisputed,
 
or 	ippropria:e steas :a.%en to cure cefault? 

13. 	 FAA Sec. 620(s). ;.ha: percentaoe of -The President has 
taken into account
 counzry K.ie: is for 	m'itry expendi- each of the lited considerations as to
,rjnas?'.O.much of for.,an excnapce
resources soen: on mi.itary eeuiomet? current military expenditures by the
Ho%% mucn spent for the Pu,'chdse of 4OE and has determined that these do notsochisticatec weapons sys:tems? (Considera-
 inhibit economic aid to Egypt but
t on of tnese points is:o be coordinated rather that the projected program "
 
witn tne Sureau for Proaran and Policy
 
Coo,dination, ;eciollal Coordnators and contributes tho tho underlying intent
 
liitary Assistance z rPCIRC'.) 
 of the FAA which seeks to reduce arms 

acosts and to stimulate economic 
"devetop-iert. 

~ErAVAILABLE Copy 



r_ ! . ,. -'.~l,.I I, 
 IcIt,
 
FAASec -. thec-Egypt 	 severed diplomatic relations with
- : rr .so s .tn.te Vr.ItN the U.S. in '1967. Diplomatic relations. 
A!: e ew ,have now been resumed. New bilateral 

' 

.	 ;e . a n,., .,. assistance agreements have been entereds'n:U s..:r re..a:iori? into since such resumpton..
 
. FA Sec. G2Ou1. ' dt is the payment -Egypt has paid 
 all of its outstanding U.i.

£..i. o :7! ccuntry's t.,. O. ijtions? obligations.
:.fZie country is in arrears, were sucn
 
4rre ,-ces t-;en into account oy the A;D
 
Adm,;rl:rator in doterrining the ctrren.
 

. £era:icna Year -Sdget?
 

i. 	 FA Sec. 62CA. HIs tne country granted -No 
s .zry Ti*Xfl' prosec'jtiov to any indivi. 
eji, or ,a.ro;p wicn .as co:?1.t~ed an act'
 
of internatiznal terrorism?
 

7. 	F..A Sec. 666. t'oes 
the 	country object, -No 

o.'lin or sex, tJ tne cresence of any
 
w-"f'ctr or erployee of :e .S. :here
 
:o carry out economic developnlen: progrim 
urder F;A?
 

3. 	FAA . 69. Has the country delivered -No 
or rOzeivec nuclear reprocessing or
enrici ,ent equipment, materia's or 
tc:c.rooqy, witiiout specified ,rrange
Mn;ut.; on s~feyuaros, etc.?
 

9. 	FAA Sec. 901. Has the country denied its -No 
-:.;-.ns ;he rlgnt or opportunity to
 

erinrate?
 

UFJ'I::G CRTERIA FOR COUNTRY 

1. 	 .-evelooment Assistance Country Criteria -Not applicable 

a. 	FAA Sec. 102(c), (d). Have criteria 
oean csta,lisnec, and taken into account,

to assess coriiitment and progress of 
cuntry ineffectively involvino the
 
pozr indevelopment, on such indexes as:

() ira!.-far. labor intensive agr'
cu.turd, (z.red.a.ed infant mortality,
(p..;op,a-!.:ion growth, (4)equality of
 
ir.co,.a distriDou:io, and (5) unemployment. 

b. F A Sec. 201(b)(5), (7 &(8); Sec.

2;, , Decrioe extent to
e. 

wnicn counry is: 

(1)Making appropriate efforts to increase
 
'oOd pro.!tuction and imarove means for
 
foco storace and distribution.
 

(2)Creating a favorable climte for
 
foreign and do.*s:ic private enter
o.ise anc investment.
 

http:red.a.ed


(3)!ncreasi1n tie publ 1ic, role in the
 

(4) a':cC : VA"A5'e .udrOtary 

(b)O~v,'t.,uch resou.rces -or
 
:";e~essary - -,:ary .ze,,dtre and rerve, :on OFfiso'ner fre 

(5) .'aIng ec",'y,'c, social, and political 
tdrefor, s L. CciVctio~4r -ovu.~nts ari cna,.es in 'and tenure
 

arranger .-, a.i '-.aking progress.Jarerespec!t ,,."-."e
ru~e cf 1.,

ireed.' o:7 
 and of the Fress,

ai1., recociizi, :he 4mo,'rtance of
Jiv.~ai frei )m,intiative, and

private ent,_r.r .e.
 

() Otherwise li.-j t3 the vitalecano,.:i, -po!tic~ji, aid social can
....... 
ce.monstraciing 

a clear de:ermitiaiion *o sake effective

Eelf-help measures. 

c. FA, Sec. 20(b), 21la . Is the 
councry a:ong countries in whichdeve'o;ment ass fstnct loans my be nudein Vi's fiscal yeir, ur at-ona the 40 in

whic!" 'eve!O;:e.1: assist,,Ct 
 arants "tESTAVAILABLE COPY 
{airo, nan fur self-he'p projeccs) mEy

be m,ie? 

d. FA, Sec. 115. "il country bi!furnht!eZ, III-s,..e fiscal ar, either

securiLy Suppo'iIgISsistjice, or
Mida. East peace funas? !fso, is
assi-,:tnce for populat;on programs,
humcmitarian .,itCnjra,=g intei-nazional
 
org,"izations, 
or reoiona' prog'rams?
 

2. Secur'itySubtortinc ASjstarce Country 
.ri t,, .i 

a. FAA Sec. 5022. Has the country -(1) No. enca., in a co,::1ste. ,*pattern of grossviolations of nter nia.o ,;'y recoqnizedhu:;ii riqhts? !s program in accordane 
 -(2) Yeswitn Policy of :his Section?
 

b. FAA Se. 53. Isthe Assistance to -Yes
be furnis. -Jc'jta frien..y country,

organization, cr body eigithe to

receivc assisrance& 
c. FAA Sec. 609. !f comnodities are to -Not appl1cape.
be "t:e roceeds wil' accrueto t:.2 rO 
 .,- .,., ve SoecialAccount (coun.erpart) arraricemens been

nude? 
 b 



4

elow are. 4rs.. stat..tory CO4te-' a , >,'e cenerally to Dro~ec:s with FA funds, and 
-a::, t ''2:' t :0 ".i' , r.--.o-,* nsslsan:e (with a suo2cve!o'n: 


f..-t...ria a:4 e c''y to ca ad .r':y SL;ppor:.r.S Aeistance funds.
,4 

S:!5 "Il C1y ., TO 2AS ....... HAS STNV W , !T"-1 CYE.CXL!ST EN
.. ........ 


.ILCR!TSRIA FOR DROJECT. 

Av:. 'nnu--.eredi FAA Sec. 6 -(a) An "Advice of Program Change", 

(a)Oescribe ?ow Coni.i::ees on Anoropria. 
:ions of Sena:e an-, House nave bzen or 
wt!*e n0:if ed concerning :ne ;roject; 

i!sassistance witnin (COoerational
Year Z.cet'j c.'nry or inter-.ional 
cr 4 c-:4onallocatior reocrtec t.o 

has been prepared for transmittal to 
Congress. Obligations for the project 
will not take place prior to 5 days 
after date of delivery of this noti

fication. (b)The intended obligation 

Congress (or no: ore than $Irillion 
over :na: figure oluS 10')? 

for the project is within the level 
of funds appropriated for Egypt 

F';Set. 6111a)(1l. Prior to obligation 
in excess or 37F.',000, will there oe (a) 
engineer nc, financial, and otner plans 
i,.eiry tu carry ou tie.iasiitaica, and 
;b) a re-isnaly ;irm e-ttimitf of 
cost to tne U.S. of the assistance? 

'AA Sec. 61W(a!(?). !f further levis-" 
i.vt action ,s required witnin recipient 

country, what isbasis for reasonaole 
ex.%c:a:ion :ha: sucr. action will e 
co.olate in time to permi.i orderly 
accomn'isr=enz of purjose of tne assis-
ta ce? 

for FY77. 

(a): Yes. (b) : Yes. As the pumrpose 
o!, the project 'is to promote the

lnl 
finazcial autonomy of rural rill.ages 
through small village sub-projects 
it is subject to the requirements of 
Sec. 611 (a) C1) 

No further legislative ac'tion i's 
required to implement the program than 
action ratifying the signed project 

F A Sec. 611(t), Aoo. Sec. 1O. iffor 
,.a:er cr wa-er-re'.:etec :anc ;esource 
cons:r-.ction, has Droec: -e: t'e stan-
,arcs !nd cr~te".a as per '.er.rand¢n o, 
:e Preside: c :ed Se:. ., 1973 
(repaces 'e-.orznc= -'; "ay 5, '962; 
see 7ed. Register, Vol 3:. %o.174, Part 
. Sept. 10, 1973)? 

agreement. 

Not applicable. Project is not for 
water or water-related land resource 

construction. 

.4 

FAA Sec. 611le). If Project is caoi-.l 
ailiunce 'e.g., construction), and all 
U.S. assistance for I1wil' exceed 
Sl mi'.ion, has Yission O6rect.zr certl.ed 
the country's c :toi':y ef"ec:ive!y to 

~ain.t--in and u:i*ze :Ve 

a 

Not appliable. Not a capital 
assistance project, 
, 

LroALecE? 
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6. eA Sec. 2 9. -'9. !s ".roec: susceo- 4b'e 
"..t.:v 	 = .. rt o' - .. 

...... aj"-' :• 

is . ""e...ae 
e;',' "eve¢:-:r' roo-:.. '-

r.a ar o e. aq - '' or o."a.s 0 the 

7. 	 rAA Sec. 5 '(al: (.'nd Sec. (') for 
- ,'t-'e :.,,s'. i ir-ofl" in-¢cn=: , n 	 w:'e*-'er proj-act wi ! encourageWorts of t.e ctr o: !a) inceae*ffa~s
o c~ cor'-, o ..a, increase 
:e fCow of irterna:iona! trace; (t)Yos-
ter orivate initiative and compre.Ition; 
(c) 'encourage deve'o.-ent a,'d .se of 
coopera:ives, crec', -ons, and savings 
ano 'on asicc4a:.ons; () disccurace 
Ionooo&1s:*c Irac:ices; (e) "'nrove" 

4:ec.n'ca" e"jc'e. ci of irCus:ry, agr c'-' t.re and cc.-mdrce; and (f) strenc-ien 
free 	labor ur. ons.
 

8. 	 AA Sec. e0 1 (b). ;nformation and con-
aIn orM; Project will encojrace

'.S. orivate trace and investment atroad 
and ercourace orva:e ".S. particpa:icuno 
in foreign assis:.1n:a Progra.ms (inc.uding
use of orivate trac, cn.nneis and the 
services of U.S. orivate nterorise). 

9. FAA Sec. 612(b): Sec. 636(h). 
 Oescribe 
Steps taxen t-. assure tha:, to tie 
maritun e.Atent possible, the country is 
contributing :oco! currencies to meaet 
tne cost of contrdctIudl and other 
services, and foreign currencies owned 
by tne U.S. are utvlized to jreet the cost 
Of contractual and c:.er services. 

10. 	 FAA Sec. 6?'d). Does tve U.S. -own,;creln C.rre, zy anti Owa a excessrne 
~cricr
crre .yatif so, ,,hat arrange.


nen:s nave :een mance for its release? 

S. PUINOMG CR!VETMA OnC 

1. Oeve',,o -nt Assistance Dro~ect Critera 

a. FAA Sec. 102(c); Sec. 1'1; Sec. 2.1a. 
Extent to mhvcn act,4;ly w2 (a; efiec
tively involve the poor in development,
by extendino access to econory at*local
level, increasing la"or-intensive pro
dctlon, 	spreading nves"ient ou: '-'or
cities co smal1 twns and rural areas-
ant Ib)nelo deveoo cooperatives,
es;ecialiy zy technical assistance, to 
assist rral Lnd urbadf poor to help
 
t.emselves toward 	bet:er life, and oter
wise enco.race democratic private and
 
local 	qovernr'ental '-.-t:tutions?
 

The project is not susceptible of executiion 
as part of a regional or multilateral project.
Assistance is not expected to encourage 
regional development programs. Egypt is nota 
newly independent country. 

A major thrust of this project will be to 
foster and encourage private initiatives
and competition among s-all rural entrepreneurs 

working in conjunction with locally elected,
 
officials. 

This prolect will not per se encourage U.S.
 
trade but to the extent that this project

creats and continues to create a demand for
small-scale agriculture azd industrial equip' intand to the extent that trade patt trns 

between EgyIt and the U.S. continue to mrow

and expand, we foret-ee this project hr-ving 
a
positive effect on trade patterns. 

The 	pr{Jet agreement will so pro o . 

Yes. Release by the GOE is not a problem 

at present. 

4
Not. applicable. 

g LFGo?\( 
0.'?V
lass 
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. r;A See. 103, 103A, 105 'M 
'7. :s i s'.,~ce e.:
 

C'. CF ' 13D,'cae "arrai -
e.,,b, ec. __ ^nicn ccrr '_SDOdS to 

ic.i:c of v'iez. !f-ore tnan one 
j:-rce Is use: -*or prc~ ac,, rc' -:e 

re'cvrt paracra:n :'or eac' '.nd so-rce.: 

(1)rC3] for aar~culture, rural eeveloo
-en or nutrition; if so, extent to
 
.nich activity is soecifica-,y
 
designec to increase prod-ic:ivity 
an. income of rural pcor; :03A'
 
i^for agricultural resea-ch, is
 
ft!'. account taen of nzecs cF small
 
farmers;
 

(2) [104' for population planning or
 
nealth; if so, extent to' which
 
activity extends low-cost, integrated
 
aelivery sys:e isto o,-avide nealth
 
and family p~anning services,
 
especially to rural areas and poor;
 

(3) [1051 for education, public admin
istration, or nuran resour-es
 
development; if so, extent to which
 
activity strenatnens nonforml
 
eaucation, r ..es forJl ecucation
 
more relevant, coecially for rural
 
fa'ilies and uroa, poor, or
 
strengtneis manacetin: capability
 
oF institution. enaoling tne poor to
 
participate indevelopn:znt;
 

(4)[106] for technical a :istznce,
 
energy, research, reconstruc.iu-,
 
anc selectec development problems; 
ifso, extent activity is:
 

(a)technical cooperation and develop
ment, especially with U.S. private
 
are. voluntary, or reginnal and inter
national cevelopment, organizations;
 

(b)to help alleviate energy problem;
 

(c) research into, and evaluation of, 
economic development processes and
 
:tp.nniques;
 

(d)reconstructicn after natural or
 
manmade disaster;
 

(e)for special development problem,
 
and to enable prooer utilization of
 
earlier U.S. infrastructure, etc.,
 
ass i stance; 

(f)for orograms of urban develooment,
 
esoecially small labor-ifttensive
 
enterprises, marketing systens, and
 
financial or other institutions to
 
help urzan poor parcicoate in
 
economic and social develooment.
 

ST AL
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(5) [107 by gr.nts for coord'nated
 
p-ivate e-or: to deve'oc a-d
 
c~ ssd1erA'nae 'rtee-e'd:a tec--&ocWesap~rzpriae ;,..-:'',Zo~in9 cC'.n-.rIed. 

c. rA Sec. '!Ofal; Sec. 2QSfel. !s the 
recip*.:e co4nt._., T!*..g :O contribute 
f..nds to t.e pro~ect, anc inwhat mrrt.ar
 
has or hill it )rovice!aisurances tnat it 
wit' pravide at "eps: 25'* ol tne costs of
 
the program, '*o; cr, r ac:iOry witn 
respect to whicli t-e assistance is to be

fu.rnished (or has 
-e ' ::er ccst-sharino
 
req6,re*.ent oeen wai.ec for a "
relatively

least-ceveloped" coc.-.: 
y)?
 

d. FAA Sec. 1lO(b). 'ill grant capital

asslsance be c'srse: for proJect over
 
more than 3 year,. :f so, has justifi
cation satisfact ry .oCongress been made,
and efforts for c:- er financing? 

e. 
FAA Sec. 207; Sec. 13. Extent to
 
which assistarce reflects aopropriate

emphasis on; (v ercouraging deve'opment
of camocratic, econo~mc, po!itic2:, 
ano
 
social institutions; (2) self-help in

meet'ng the country's food needs; (3)

improving availability of trained worker
power in the country; (4) lJroprams

designed to meet the country's health
 
needs; (5) other important areas of
 
economic, nolitical, and social develop
ment, including industry; free labor
 
unions, cooperatives, and Voluntary

Agencies; transportation and communica
tion; planning and public acministration;
 
uroan develooment, and modernization of

existing laws; or (6) integrating women
 
into tne recipient covntry's national
 
economy.
 

f. FAA Sec. 2S'(b). Describe extent to
 
which program recocnizes te particular

needs, desires, and caoacities of the
 
people ef t.he country; utilizes the
 
country's intellectual resources to
 
encouraoe institutiena! ceveloomen:;
 
and supports civic education and training
in skills required 
for effective oartici
patIon in governmenta! and olitical
 
processes essential :c self-government. 



FAFA Sec. WW(- )an -':See. 

c:!tPu=:inc to tne cevecorent: ol
 
econom"c reio.rces. or to tne increase of
 
oo=;ctivc capacities anc self-sustaining
 
e:o.n.c Crow:n; or of ezucationa' or
 
ozner 4nstlttions directec towardsocial
 
proaress? :s it related to and consis
:ent with other development activ'ties,
 
anc wll It contribute to re,'-zable
 
long-range objectives? And does oroject
 
paper provice inforniation and con:lusion
 
on an activity's economc an: tecnnical
 
soundness?
 

h. AA Sec. 201(bl(6); Sec. 211(0 51, (6).
 
!nfor7ction arc conclusion on possiboe
 
effects of tne assistance on U.S. economy,

wi:n special reference to areas of sub
stantial labor surolus, anc extent to
 
wnich .S.comocities anc assistance
 
are fu-nisheo in a manner consistent with
 
improving or sa~eguarcirg tie U.S. balance.
 
of-payments pcsition.
 

Develooment Assistance Proiect Criteria 

(Loans only)
 

a. FAtA Sec. 201(b)(1). Information
 
and conclusion on availability of financ
i:g from other free-world sources,
 
including private sources within U.S.
 

b. FAA Sec. 201(b)(2); 201(d). Infor
ration ano conclusion on .'capacity of
 
the country to repay the 'oan, inclualng
 
reasonaoleness of repayment Drospects,
 
ono ( ) reasonaoleness and leoa!ity

turder laws of country and U.S.) of
 
lending and relencing ter-.s of the loan.
 

c. FAA Sec. 2011e). !f loan is not
 
nace prs64nt to a mulila:eral p'.i,
 
and tne amount of the loan exceeds
 
S100.CCO, has country submitted to A!D
 
an application for such funds tonether
 
witn assurances to indicate that funas
 
will oe used in an economically and
 
technically sound manner?
 

d. FAA Sec. 201(f). Does oroject paper
 
describe now project will promote the
 
country's economic develooment taking

into account the country's human and
 

4
material resources requ rements and
 
relationship between ultimate objectives
 
of the project and overall econo'ic
 
cevelopment?
 

Not applicable
 



t. ,'AA Sec. 2O. 1). 'rota' an'ount or.Oe:, .. . - _'T i'ch ,5 c€o ,;c**rE.-!y 

to pi"wate4ntte ,_,.iate - itrT i * s c,:"%7 :0(:re.'-' ,S . ; o"S.r 

ot'ler Ll2rro, . ;c use :y or vate 
enter.-n.,se, is bc," ;-'.spc t3 Oir.ace

ir.orts ,from:rv. sc.rces, or 4s

ot.erinse teio Ut f"rance procureto 

rents 4rom prfvat . c.!S ?
 

f. FAA Sec.' 
 assistance is 
for a.y CCUC:'ve enterpr'se whicn will 
co:roete in tr, '.S. w :i ".S. en'erise, 
is t:e,'e an .l'.,,ent by th. recipient
country tO :,n; eAJo.t 'o the u.S, of more t.)an 2 uf i:t erter.rise's annt-tl 
production C rirg 
 life of the loan? 

3. Profect Cr 
 c ' y for Security
S.-or-iT. • .-,.: 

FAA Sec. 53'. How will this assistance 
supct pro!.,ot econom,.c or political 
staoi ity? 


4. Additional Criteria for Alliance for
?rocress 


[Note: Alliance for Progress projects
shculd add the following two items to a
 
project checklist.j
 

a. FAA Se(. 251(b) ),-(8). Doe.
assistance take into account principles

bf the Act of 2,oc:ta ard t~e Charter ofPunta del Este; and to what extent will
the activity contribute to the economic 
or political integration of Latin 
America? 

b. FAASec. 251(b)(8); 251(h). For

loans, has there oeen ta~en into account
 
tne effort !ade by !ecipient nation to

repatriate capital invested in other
 
countrles by their own citizens? 
 !s
 
,can consis:en, witn the fir.;ns and 
recom enlations of th( .nrer-American 
Cormittee For the Alliance for Prooress

(now "C;PCIES," the Permarent Execu:ive 
Comitzee of the OAS! in its annval
review of ratio-al ceve'opment activities?
 

This assistance will promote economic
and political stobility by involving 

greater numbers oZ local village

citizens in the govdrnmental process 
through projects which will benefit
 
their village and their populaceseconomically and socially. 



wn:l' be cove. r2':'rt'y in Vrose orovtsionS of an"w are sT,.;%Ory t -.-- r.r'.,"y wi'' 

*~ cdj';q; h ': '~ *~ ' "~ U ' or : ie !- -r. -.n 4qrte'er.:.by e;c'uslon ~ 

- heaclrgs of (A) 2rocurwe, (3) Construction, and -sare arranoe .nter tne gnera 


Ss . 60. Are ziere arrangements to 
.i, .sintss to pe.gicipate
U.S.i"mall 


z-itab'y in :nt funisnino af .oos an: 
a,-yicas finarced2 

_4ASee. e 'W11 all corndiot~y 

xze:t as otnerwiie eter-ined by tne 
tsizent or Ljiler de'.ication -rrw nirn? 

'. Sec. j0zCd). Ifthe coo:erittng
'r.'n S aca inst: ryn ci s c r at . 

"r~na Insirance cor'p'nes, will agree
-. rec..ire ciat rar1ne ins;rance be 

:._-,,.in . corr.eiivS"., .S. on 
1nanca ? 

SSe-:. 04~(e). Ifoffshore procure-
-ent ,f ;r-c-tural copr*dity or 
,rouct isto be financed istnere 
:rovision aqainst s-.=i procu.e.en when 
:te domestic price zf sacih co"?Oiadity Is 
,ess tr.n p4ri:y? 
rAA See. V-Sfs), 'Jill V.S. Government 

e . .prtpery he utilized6iSiarsQ 


.nerxver practicable inlidu of the 

:rocur-.en. of new iteis?
 

.A See. 901(n). (aa Comliance witi 
rta:.jre-er: :r..: at leas: 50 per cdnt:m 
of vie gross -znnace o cor-odi:ies 
ico.t.'-te si arately for dry tulk 
'rrieri, cry carco 14.ers. anr tankers)
 

z
firancec snal' e transzortec on orjvatL2y 
mi.ec J.S.-iag corr.erc!il 4essiis 3 tne 
extent t= z s.cn vesSSls are avalagle 
at fair anc reasond:e rat". 

FAA Sec. 821.. If tncnical assistance 
Tsf~ inncec. will su aisistance be, fujr-
nishec : :ne fullt: extnt orat'.1a 


* "sgoods ana professional and otner 
sr basis f.cilisos offrom priathe 

o:ner :taera! agencies will lbe utilized, 

Procurement of goods and services will be
 

PZsuant to established AID regulations
 
except-those goods procured under the loan
 
fnd in which case origin requests have
 

been waived. 

Yes
 

Y.e s 

There will be no such procurement. 

"
 
Consideration. will be given to the wse of 

excess property when practical. 

Yes. 

Tec13nical services will be Y=oc'od an a' 
co=petitive basis in the United States exept 
for the technical teAm leade for wh= a 
PASA will be entered'into with the U.S. 

a easuzy. The PASA arrangement is justified 
use. of mique characteristics of this 

gove--ent financing program and will not disru 
any d=Mestic program. 

be 
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are 	 they particularly suitable, not 
competitive with private enterorise,
 

-
.
Pnr-Ado ava a'3le w4VC' t .rc-.e Inter
ference w'Zn dc,-es tc rcc-ar.s?
 

.4.
 

8. !nIternatoca A'- a3s4. r 

!fair trans:ortatlon of ,ersdns or
 
property is financec on crant ,asis, will
 
orovision te made :nat 
 . carriers
 
will be utilizec to tne extent suci
 
service isavailab'e?
 

8. 	 Constriction 

I. FAA Sec. 0l(d). Ifa capital (e.g.,

construc ion) project, are engineering

and professional services of 'J.S. firms
 
and their affiliates to be used to t.le
 
maxirrum extent consistent with the
 
national interest?
 

2. FAA Sec. 611(c). !f contracts for 
consr-ctTn are to be financed, will 
they be let or. a cometitive basis to 
uxirm"-' e:ent orac-:icable? 

3. FAA Sec. 621(k). If for construction 
of Produc.' ve enterprise, will aggregate
.value of assistance to De furnished by
tne U.S. no: exceed $100 million? 

C. 	Other Restrictions 

1. FAA Sec: 201(d). If development loan,
is .inzerest rate at least 2% aer annum 

. during grace period and at least 2%per 
annum tjereafter? 

2. 	 FAA Se. 301(d). If fund isestablished 
-
 -: s'oelyby U.S. contributions and adminis
. tered by an international organization,


does Comptroller General. have audit
rictts?... 


3. 	FAA Sec. 620(h). Do arrangements 

Drec1'^e promoting or assisting the 
foreign aid projects or activities of
 
Communist-Sloc countries, contrary t
the 	best interests of the U.S.? 

4. 	 FAA Sec. 636(I). Is financing not-per.
mitte-o o be used, without waiver, for
purchase, long-term lease, or exchance 

of motor vehicle manufactured outside 

the U.S. or guaranty of such transaction?
 

Ye.MTAVAILA E 

Not applicable.
 

Yes. 

Not applicable. 

Not applicable. 

.
 

Niot applicale. 

The project agreement will so stlpulate. 

This section has4been yaived to permt
 

no 	U.S. procurement of motor veUicles 
tLanufactured outside the U.S.
 



Will1 arrangements preclude use of
 

a. FAA Sec. !14. to oay Ocr per'or-%,nce 

0a?a:: r o0-. t'v a.i or coer:eY 
2erSCnS t3 orCt:'Ce a ort.;,rnS? 

b. vA Sec. 620(e). to cc-'oansate 

Owneri !Zr j"e.,.'.-r-atec natirr..a i:ed
 
nr::erty?
 

C. vAA Sec. 660. to finance police 

trai-'-,- or ot ,erlaw enforcement
 
asss:tance, except -or nar oics
 
programs?
 

d. F,'A Sec. 662. for C!A activities? 


e. Ao. Sec. 103. to pay Pensions. etc.,
 
for mi'itary personne1?
 

f. Ano. Sec. 116. to Day U.N. assess-

ments.7e
 

g. Aoo. Sec. '07. to carry Out provi-
sions cf -- ,Sc::ions .. : and 251(h)?
(transfer to n~:iiatero ornailzacion 
for 'encing). 

h. Ao.Sec. 501. to be used for 
publicity or popaganea purposes 
within U.S. not authorized by Congress? 

Yeu
 

Yes.
 

yes.
 

Yes.
 

Ye. 

yes.
 

Yes.
 

gEST AVAILABLE COIW 

http:ments.7e
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A NNEX D 

LOGICAL FRAMEWORK
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LOGICAL FRAMEWORK MATRIX
 

DEVELOPMFNT DECENTRALIZATION I
 

1. THE GOAL
 

TB reznTre and strengthen decentralized local 
government.
 

Objectively Verifiable Indicators:
 

1. Local policy-making and management 
systems effectively
 

I, 

supporting income-producing activities and improvements


to social/physical i.nfrastructure services 
in rural areas.
 

2. Central government planning, appraisal, 
implementation,
 

evaluation, financial and management 
systems supportive of
 

local decentralization designed, tewted, 
and applied to
 

number of cases.*
activities in a targeted 


3. A rising percentage of locally derived 
resources supporting
 

locally planned and managed budget for 
improved social and
 

physical infrastructure services and 
expanded profit

making activities.
 

4. Training systems supportive of local 
decentralization designed,
 

tested, and functioning in a targeted 
number of cases.
 

5. Reliable socio-econamic measures developed, 
tested, and
 

applied to planning and evaluation activities 
in.targeted
 

local decentralization programming sites.
 

Means of Verification:
 

1. Specific kinds of local decentralization activities, 
economic,
 

services, and physical, aimed at various levels 
(governorates,
 

Districts, and Village Councils) planned and tested 
under
 

field conditions.
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2. 	Special i~stitutional mechanisms designed and tested with
 

the aim o providing credit, technical advice, management,
 

evaluation, and training to local representative council
 

operations and HEa's in the planning and implementation of
 

local projiats. 

3. 	Evaluativt and research studies operational an addressed
 

to eqmity and distributional effects of local 4ecentral

ization economic, services, and physical activities. 

4. 	 Curricula in universities and specially operated government 

training institutes, including the ORDEV Academy, organised 

to provide expenential training in rural dev~lopment and 

local government, with selected loca. representative councils 

as field laboratories. 



II THE PURPOSE
 

To strengthen the financial viability and development
 

capability of selected village councils.
 

End-of-Project-Status:
 

1. A Local Development Fund (LDF) established, staffed, operating
 

and initially capitalized by USAID grant funds 
($5,000,000
 

for first five years of LDF operation) with 
the Organization
 

for Reconstruction and Development of Egyptian 
Villages
 

(ORDEV), Ministry of Local Government.
 

2. A technical assistance capacity under development 
within
 

ORDEV dEsigned to provide advice on economic analysis,
 

financial management, programming, and small 
industries
 

to ORDEV and village councils,
 

3, Loans, operational procedures, loan project 
evaluation
 

criteria,and accounting, financial reporting, program
 

analysis, performance budgeting, organizational 
and mana

gement systems designed and applied through the 
LDF to at
 

least 300 village councils during the five years 
of project
 

life.
 

4. Training programs planned, tested and underway 
both at the
 

ORDEV Academy and in the field for selcted ORDEV officials
 

at the Cairo and Governorate and District levels, 
and for
 

Governorate and village elected and executive 
personnel.
 

5. Two major evaluations'completed at end of first 
30 months
 

of project and end of full 60 months.
 

Means of verification:
 

1. Loan D--velopment Fund fully capitalized.
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2. Lending policies, financial structure, audit systems and
 

portfolio management regulations and organi:.ation clearly
 

defined.
 

3. Departments of Economics, Social, Physical, and Follow-up
 

and Evaluation of ORDEV and LDF Secretariat and Board of
 

Directors staffed, equipped, and supported by necessary
 

advisory services required to rpovide project design assis

.tance for at least 70 loan approvals per year by the end
 

of the third year of the project.
 

4. The relevant Departments of ORDEV at Central Governorate
 

and District levels staffed, trained, and equipped.
 

5. U.S., third-country, and in-country training/observation
 

programs designed, tested and applied 
 i;rough ORDEV's
 

National Academy and field training programs.
 

6. Base line data collection system and evaluation studies,
 

yielding information on LDF performance.
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6. Qualified ORDEV staff, 6. Attainment of $250,000
 

village council, and quarterly loan targets by
 

end of second year of
executive committee 


project with Loan Committee
members trained in pro-


review of project loan
ject identification, pre-


paration, appraisal, and requests not exceeding
 

30 days, and loan disburimplementation techniques. 


sements occuzing within
7. Development of in-country 


90 days of signing of
training capability. 


8. Evaluation and monitoring loan agreement with village
 

system designed and used council.
 

for immediate on-line 7. Creation and operation of
 

changes in LDF operations special LDF training system
 

and/or in measuring LDF within ORDEV Academy, inclu

ding field training, and
impact. 


9. Department of Economic case study instruction.
 

projects, and valuation 8. Evaluation and Monitoring
 

and .ollow-up at ORDEV, systems developed and in
 

together with a special use within ORDEV, during
 

LDF unit, trained to the 3 years of the project.
 

provide technical assis- 9. Fifty-five relevant depart

tance to village councils mental and special staff
 

on appraisals of alterna- trained abroad in partici

tive project possibilities pant training concerning
 

and in preparing loan requests principles of project
 
p" 
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containing optimum (maxi- identification, preparation 

mum) data. appraisal, implementation 

10. Fxpct*tive Director of LDF and reporting. USAID-pro-

Loan Ccmmittee, etc.with vided technical assistance 

capacity to establish/mo- team training staff in 

dify policy and manage the country.:' 

loan portfolio. 10. LDF Director and members of 

Loan Committee trained by 

USAID-provided technical 

assistance advisory team. 



IV INPUTS
 

See part III A-8, and Annex E, detailed Budget.
 

V ASSUMPTIONS
 

Important assumptions about the project
 

1. Egypt's international situation will stabilize so that
 

human, financial, and natural resources can be devoted
 

increasingly to domestic development.
 

2. Article 162 of the Egyptian Constitution of 1971 will 

continue to guide Egyptian policy-makersiin matters 

concerning local government. (..... The-local popular 

councils will be formed...through direct elections as 

".
administrative units ....


3. Public Law 52 will be implemented in such a way that
 

the physical, social, and economic components of a
 

rural development strategy can be effectively supported
 

amona all levels of government; and, in particular
 

among local representative councils and executive
 

committees.
 

4.. Where essential, government inter-ministerial coordination 

in Cairo, at the Governorate, District and village levels
 

will ensure that executive and local council inputs
 

effectively mesh.
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5. It will be possible to engage and hold sustained 

interest among Egyptian administrators, piiLc

makers, and professionals in local development 

decentralization. 

6. Popular participation in local economic development
 

and the provision/distribution/operation of servi

ces and infrastructure can be effectively promoted
 

through the local representative councils and
 

the ARE movement towards decentralized administration.
 

7. The leadership and motivation of local represen

tative councils will be of a quality sufficient
 

to support and affectively guide constructive, dyna

mic, Lind equitably distributed local development
 

activities.
 

8. Relationships between local representative councils
 

and local executive committees will be mutually
 

supportive.
 

9. 	It will be possible to encourage var-Lous training
 

institutions and university levels of education
 

to develop the kinds of student skills and attitudes
 

essential to promoting effective, participatory,
 

local development decentralization activities.
 

10. 	Evaluation and research'.activities concerning local.
 

decentralization and rural development can be orga

nifed and sustained over time so that they become a
 

part of the entire process.
 



11. 	Foreign bi-lateral and multi-iateral grant and 
loan support for local decentralization and rural
 
development investment in economically productive
 

activities, services, and social/physical infra
structure facilities, training, research, and
 

technical assistance programs can be effectively
 

linked together and coordinated with A.R.E. initia
tives concerning local decentralization.
 

12. There is a significant causal connection between
 
village investments in income producing activities
 
and a greater number of locally financed village
 

service activities.
 

13. 	A _greater number of both these activities
 

will improve the social and economic well being
 

of the villages.
 

14. 	ORDEV can organize and staff internally so 
that
 
it can effectively support the establishment of
 
a LDF system and provide the necessary technical
 

assistance to village councils.
 

15. Existing GOE regulations are sufficiently flexible
 
to allow the rapid introduction of LDF operations.
 

16. 	Authorized sources of revenue under Public Law 52
 
will become filly operational and contributory to
 
the financial strength of village councils.
 

17. 	Pxogram analysis and performance budgeting processes 
supportive of LDF plans and operations, can be 

succesfully introduced to village councils by ORDEV. 

ij 
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Annex D -11-


Differing policy perceptions about the use of "special 

account" funds, as viewed by village councils and 

village executive committees, can be reconciled. 

10. 	Interest rates and profit-margin criteria can be
 

succesfully introduced and sustained over time.
 

19. 	AID can provide the necessary funds,, trainipg, and 

qu,!lified technical advisory staff on a timely basis. 
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BUDGET DETAILS BY YEAR
 

FY 78 FY 79 FY 80 FY 81 FY 82 TOTAL 

Technicians $ $367,000 $338,000 $289,000 $189,000 $83,000 $1,266,000 
USLE L 75,000 L 60,000 L 77,000 L 35,000 L 17,000 L 264,000 

Training and Training 
Equipment $ $270,400 $270,400 $270,400 $295.400 $215,400 $1,322,000 

$ to LE 
USLE 

$ 55,000 
L 39,000 

$ 55,000 
L 39,000 

$ 80,000 
L 39,000 

$ 55,000 
L 39,000 

--

L 39,000 
$ 245,000 
L 195,000 

Commodities $ $ 70,000 $199,000 $ 27,000 $ 27,000 $ 29,000 $ 352,000 

ResearchEvaluation $ $ 10,000 $ 10,000 $ 30,000 $ 20,000 $ 30,000 $ 100,000 
$ to LE $ 15,000 $ 20,000 $ 60,000 $ 45,000 $ 60,000 $ 200,000 

Sub-Total Independent 
of LDF Capitalization $ 

USLE 
q787,400 
L114,000 

$892,400 
L 99,000 

$756,400 
L116,000 

$631,400 
L 74,000 

$417,400 
L 56,000 

$3,485,000 
L 459,000 

10% Contingency $ $ 79,000 $ 89,000 $ 76,000 $ 63,000 $ 42,000 $ 349,000 
USLE L 11,000 L 10,000 L 12,000 L 7,000 L 6,000 L 46,000 

Sub-Total $ 
USLE 

$866,400 
L125,000 

$981,400 
L109,000 

$832,400 
L128,000 

$694,400 
L 81,000 

$459,400 
L 62,000 

$3,834,000 
L 505,000 

10% Inflation and/or 
+or- for rounding $33,600 $118,600 $ 67,600 $65,600 $ 45,600 $ 331,000 

L -- L 11,000 L 12,000 L 8,000 L 6,000 L 37,000 

Total Independent
of LDF Capitalization $900,000 $1,100,000 $900,000 $760,000 $500,000 $4,160,000 

L125,000 L 120,000 L140,000 L 89,000 L 68,000 L 542,000 

LDF Capitalization $ to LE $500,000 $1,000,000 $1,000,000 $1,000,000 $500,000 $5,000,000 

TOTAL $ $1,400,000 $2,100,000 $1,900,000 $1,760,000 $1,500,000 $9,160,000 
USLE L 125,000 1. 120,000 L 140,000 L 89,000 L 68,000 L 542,000 

$ - U.S. Dollars 
$ to LE - U.S. Dollars converted to Egyptian Pounds expressed in Dollars 
USLE - U.S. owned Egyptian Pounds expressed in Pounds 
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TECHNICIAN BUDGET 

FY 78 FY 79 FY 80 FY 81 FY 82 TOTAL 

Technical Project. 
Manager $ 

USLE 
PMF 

50 • 
11 
(6) 

91 
16 
(12) 

91 
16 
(12) 

91 
16 
(12) 

50 
11 
(6) 

$373 
LETO. 

Local Government 
Hanagement/Finan
cial Specialist $ 

USLE 
PMF 

142 
29 
(18) 

91 
16 
(12) 

50 
21 
(6) 

-

-

-

-

$283 
LE66 

Small Industry 
Specialist $ 

USLE 
PMF 

142 
29 
(18) 

91 
16 
(12) 

50 
21 
(6) 

-

-

-

-

$283 
LE66 

Short Term Consultants 
(about 3 for 3-4 
months per year) $ 

US1T 
rHF 

13 
6 
(@5) 

65 
12 
(@10) 

98 
19 
0@15) 

98 
19 
(@15) 

33 
6 
(05) 

$327 
LE62 

Terhnician Total $ 
USLE 

$367 
LE75 

$338 
LE60 

$289 
LE77 

.$189 
LE35 

$83 
LE17 

$1,266 
LE264 

S. PTHY - Person Months Funded
 



TRAINING BUDGET 

FY78 FY 79 FY 80 FY 81 FY 82 TOTAL 

ORDEV I US Academic year 
4 per year 

$ 

US-LE 
86.4 

4 
86.4 

4 
86.4 

4 
86.4 

4 
86.4 

4 
$ 
LE 

432 

20 

ORDEV Village Council
short-term US Training 
5 for @ 6 per year 

$ 
US-LE 

54 
5 

5f 
5 

54 
5 

54 
5 

54 
5 

$ 270 
LE 25 

ORDEV Village Council 
Third Country Observation 
tours 
30 for I month per year 

$ 
US-LE 

75 
30 

75 
30 

75 
30 

75 
30 

75 
30 

$ 
LE 

375 
150 

Training equipment and 
In-country training funds 

$ 
$ LE 

55 
55 

55 
55 

55 
80 

80 
55 

-

-

$ 
$ 

245 
245 

TOTAL $ 
$ LE 
$(Totnl) 

US-LE LE 

270.4 
55 

325.4 

39 LE 

270.4 
55 

325.4 

39 LE 

270.4 
80 
350.4 

39 LE 

295.4 
55 

350.4 

39 LE 

215.4 
-

215.4 

39 

$ 1,322 
245 

1,567 

LE 195 



COMMODITY BUDGET
 

FY82 TOTAL
FY80 FY81
FY78 FY79 

-37
 

Office Equipment $ 21 	 16 

-	 $ 181
$ 24 	 157"

Vehicles 


$ 	134
2625 	 27 27 29 

Other-general 
support 

TOTA,. 	 $ 70 $199 $27 $ 27 $ 29 352 

Research Evaluation Budget
* 	 -. 

$ 	100
20 30
10 30 

Research Evaluation $ 10 	 $ 20045 60
20 60
$-LE 15 


$ 	30 $ 100
$ 	30 $ 20
$ 10 $ 10TOTYAL 	 $ 60 $ 200
$ 20 $ 60 $ 45 


$-LE$ 15 


These vehicles for the ORDEV governorate offices may be procured in 
FY78.
 

' 	

This will depend on the Project Technical Director. 
If so the budget will 

be adjusted. 
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A.R.E. Contribution:
 

Technical Assistance: 


Egyptian Pound expenditures by
 

the A.R.E. in support of special
 

operational costs and training
 

expenses associated with foreign
 

advisory technical assistance.
 

Training:
 

Egyptian Pound expenditures by 


the A.R.E. to cover costs of
 

ORDEV training staff, special
 

in-the-field kinds of training
 

programs, development of case
 

study materials, etc.
 

Construction - ORDEV Training Academy: 


Egyptian Pound expenditures by the
 

A.R.E. on physical construction of
 

the Academy building
 

Operational Costs of Field ORDEV Staff: 


Egyptian Pound annual expenditures
 

of $72,000/yr. for 5 years or Egyptian
 

Pounds 2,142 per Governorate per year
 

covering costs of ORDEV staff associated
 

with LDF-related operations.
 

A.R.E. Contribution:
 

Grand Total 


LE.158,042
 

LE.I18,881
 

LE.I,171,810
 

LE. 251,748
 

LE.I,700,481
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-
Determination: MODE OF IMPLEMENTATION OF PROJECT 263-0021 


DEVELOPpmr_ DEC--4T.ALIZATION 

Ois-cunsion:
 

Implementation of this project will involve technical services, 

and some basic research andtraining, capitalization of a loan fund 

4 

evaluation. Because of the highly specialized nature of the
 

tac'ic_-: assistance required to implement this project, it is 

felt that a combination of a PASA team leader and two Personal 

Service Contractors would be the most efficient mode to provide the
 

needed technical services. The ORDEV staff is small and has had only
 

limited experience dealing with U.S. types of procurement. They 

would not be able to handle the necessary advertising, evaluating
 

and negotiating which a host country contract would require, 

particularly if it were to be executed as a Personal Services Contract.
 

of small and wouldThe U.S.-procured commodity element this project is 

not 'justify the necessary training which would be needed to equip 

ORDEV to"conduct the procurement. 

The ORDEV will be supervising all local contracting under this 

project. This will entail a significant role and level of effort for 

ORDEV. The technical project director and his staff will work with
 

ORDEV to upgrade their capabilities so that future AID cont.iacting
 
with
 

arrangaments can be brought into line/standard AID policy.
 

Determination:
 

AID regula-
I ':!-- fore determine, in accordance with applicable 


tions and policies, most recently set forth in the attachment to
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AIDTO Circular A-564 of 10/2i/76, that direct contracts will be the 

preferred mode of implementation for this project with respect to
 

contracting for U.S. personnel, materials and equipment. The ORDEV
 

will handle all local procurement under the project.
 

Donald S. Brown
 
Director, USAID/Egypt
 

Approved: ._,._ _ 

Disapproved:
 

Date: De 1fv- 1 1 Q77
 

Clearance:
 

PRM:CFWeden
 
TA:SAAplegate T
 
LEG:JRPhippardk
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Annex G 
Recommendations t Authorize Local Cost Financing 

Over the life of -u! Project, $7,333,000 will be used to support capitaliza

tion of the IL a,,d 'Localcurrency expenditures that the Egyptian Government
 

will make for specific items in support of this project. $722,000 U.S.-owned
 

excess Egyptian p inds will be used for the costs of the travel, per diem and
 

shipment of ho,,bso1 
 d effects of project consultants and related project
 

support costs such as 
the travel of Egyptian participants over the life of
 

the project. 
 In addition, local cost financing will be made available to the
 

Ministry of Local Government, ORDEV, and the LDF for project implementation
 

for disbursement in accordance with the agreements reached between USAID and
 

the GOE in the Project Agreement and subsequent letter of implementation.
 

One reason for authorizing local cost financing is that this represents an
 

additional real resource to the Egyptian economy and provides an incentive for
 

the Egyptian Government to implement new initiatives that otherwise it might 

not be able to undertake. The Mission considered granting excess U.S.-owned
 

currency for these Egyptian pound costs, however, and decided that this would only be
 

appropriate for the 2ontractor and particiDant support costs discussed above. 

The use of existing U.S.-owned local currency to capitalize the LDF would add
 

no additional real resources to the economy. 
Given the GOE's need to restrict
 

the growth in the mo.ney supply to correspond to the growth in real resources
 

in the economy, the inflationary impact of using U.S.-owned local currency 

would have to be offset by reduced GOE disbursements of other programs. Main

taining this fiscal balance is also required under the terms of the current
 

IMF Standby Agreement with Egypt, which the U.S. and other donors have strongly 

supported. 
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Consequently, if U.S.-owned local currency were used for all the Egyptian
 

pound costs associated with this pr9ject, it is doubtful that ORDEV could
 

enter into this agreement since they would have to sustain bndgetary cutbacks
 

in other areas. Given the above considerations and the fact that the
 

Development Decentralization project is consistent with the Congressional
 

Mandate of the Foreign Assistance Act to undertake activities designed to
 

improve the economic Dosition and quality of life of the poor majority and
 

will have an important impact in the rural areas of Egypt, we have concluded
 

that local cost financing should be authorized.
 

Based on the foregoing, USAID requests that it be determined that local cost
 

financing with dollar appropriations be.authorized in accordance with Section
 

612(b) of the Foreign Assistance Act.
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Annex H
 

Justification for Origin Waivers
 

Without waiving the AID origin requiremen:s this project is
 

not feasible. The nature of the project purpose which seeks
 

to proJmote an administratively operationa form of local govern

mcnL decentralization would make it impossible to pass on a
 

nwrrow range of procurement possibilities to the village coun

cill. The',projects hope to encourage the GOE to allow the
 

village councils to make their decisions regarding what
 

type! of projects they undertake and within the confines of
 

sound tuchni:al, economic, and financial viability implement these 

projectsifree from the heavy hand of the central government.
 

For AiD to piss on to the GOZ a set of origin guidelines which
 

Lhey would have to pass to each village does not seem consistent
 

with the. scu~p or the spirit of this project. Aside from this
 

policy levtl consideration there is also a practical reason to
 

wiive thp origin requirements on the loans made under this pro

jeet. Egypt has had little commercial contact with the United
 

SLatcs over the last 25 years. Egypt has not been a traditional
 

trading partner of the United States and US origin material of the
 

type which would be purchased locally under the loans of this
 

project is not available here. We expect that a majority of the
 

roudz and services procured will have Egyptian source and origin
 

but a significant number of transactions would undoubtedly involve
 

935 countries, as Western Europe and Japan both constitu:e major
 

suppliers of small scale agricultural and industrial related capital
 

goods. To restrict the funds operation to US and Egyptian source
 

and urigin r!ztriction would destroy the conceptual framework which
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and -ould render it inoperable in tie
utderlies the pro6ri 


Egyptian rural environment. For these reascns .he Mission
 

origin requirements outlined in Handrecommend waiving the 


(i) of te Foreign
book 15 Gection 2Ah b(2) and Section 636 


Aic3i:tauce Act.
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INITIAL £NVIRONMCNT EXAINt AI(.1i
MARRATIVE DISCUSSION -_ 

1. Project Location: 4rpnt 

2. Project Ti., DeV.leluefit Decentrli.z.tion I 

rufdinq (Fiscal Ye ar and Amount): FY 78-82 $11,400,000.3. 


4. Life.of PZ -'t: 5 ear,s 

- Date: November 11,19775. ILC .reoare.i. JzJ.at 

Tppro~vm
Action Recc:rmended:
6.. 


of Project Reievant"Er-ironmental Relationships
7. Discussion of M.;ajor 

and Evaluation Form:
to Attached mactiden t i f i c a tion 

axe outlined in scetion
-Principal pointa of impact in this pzredjt 

of the Project Proposal. he"conclusion is that the g, Part 3, 
faOcta will be a , while thos. of.

physa envir.onmental 
may be Moderate to High."a .ocio-oconomic* charaota 

SAVAILABLE COPY
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IMPACT DCTNITIFICAION A4D EVALUAIION FRM 

Impact 
Identification1, 

Inpact Areas and Sub-areas and Evaluation-


A. LAND USE
 

1. Changing the character of the land through:
 

a. In:rcasing the population •
 

b. Extracting natural resources I 

c. Land clearing L 

d. Changing soil character _ 

2. Altering natural defenses
 

3. Foreclosing important uses--. ,
 

4. Jeopardizing man or his works. _ _" 

5. Other factors
 

B. WAIIR QUALITY" 

1. Physical state of .,a'ter . 

?. Chlemical and biological states . 

3. Ecological balance
 

4. Other factors
 

N 

V1/ - No environii-ental impact 
L - I.Ittle environmental impact 
M - *Foderateenvironmental impact 
I - ,iah Ecnvirc:=ental impact 
U - Unfnov:n environaental impact 

BEST AVAILABLE COPY 

* 



- S. 5 

IMPJCT DL)r-L'F " '.AIkO 

C. A1110SPIIC.IC 

A4 EVALUATION ro.Rm Page 2 
155155 

1. Air addi .ives 

2. Air pollu.ion 

3. Noise pollution 

4. Other factors. 

N 

I 

N 

.3 

0. NATURAL RUISOURCES- • 

1. Diversion, altcred use of water 

2. Irreversible, inefficient comiritments.. 

3. Other factors 

L 

N 

E. Cli IURAL 

1. Altering physical symbols • 

2. Dilution of cultural traditions S -. 

3. Other factors 

F. SOC]OECONO!IC 

1. Change,; n econoinic/employment patterns 

2. Chances in population 

3. Changes in cultural patterns 

4. Other factors 

I~x*i@.a iAU11&98g Output azd 1==egN

Inx*Oa. in V±1.A99 Cmunc± *Sp.nial Ac .t 

_ _ 

• 

N 

r 
A'o 

^(PY 
., 



'".lIPACT IDN11FICA1 OJ ANO CVALUAIION IURM 

G. 1!rA1TH5 

1. Changing a natural, environment 

2. Eliminating an ecosystem clement 

3. Other factors 

N 

r 

H. N.LLPAL 

1. International 

2. Controversial 

3. Other factors 

impacts 

impacts 

, 

N 

3 

7. O1HR POSSIBLE 

Nowe 

IMPACTS (not listed above) 

Prepared By:. J-J,.-tn Date: NOV. 11,1'9t7 

Project_1ocation: £ 

Pro.ject_Title: •-Dgi DoecaD mtmt=U~ot I 

SCPO
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- l'.-, 
 ,.* .. " ,
 

December 6, 1977
 

Mr. Donal! S. Brown
: - c-or ONeT N/ . ",1o . 
'SA-D :o 7;7y.z
,:er:.an Em assy AL,,ON TA,.N _ *4 / I 
CAN-RO 
 N 
 ,
 

zear XT. 3 own: 

The C:ran-z:ifon Rec.ons=uctjo.n Indvelo-en= 0! "he Z -an "'(' .'ev -- th' the(?Z~~. Z:.iso- -oca--,' -. =-..-xaed wi:oc :cve _--en: -as een 

.larningr"-ral :or ecc:.:rnc: and socil. -e'ell---ne: O.-he
v; .a"es i~n . Z a yi ; c :e : orral . 

t e
V..ages in
O.Z£V has e.-gaged i" a zer-q CL-":43his .nandate,o r--s ::"
 
...age coun:iZZs su:o e.en. Ie:
n :ne: i.nomes, ini-


t; U eartake 
 ;c-n.c and social -ave :n-en: aC:ivities 
a thi: .villaces. .cco.eram.cn3aecil-sts
with 

from the Uni:ecd -:=-:so, Ways nave been ex=oored wherebv

assistance to village councils igh: be i.creased. 

As a result of thel: mut*..al. efforts, it
is clear that the Uried States =uld be of useful 
assistance in: 

1.Gz-nzi.. .he necassar'y !'-'n- tocaitaliza a .oan fund :o be 1:ca:ed witin O.fV wn-cn
will loan noney to viliage councils !o i:.c..e; ,
aci'vi:ies.
 

2. AssisUi.n",T ..-and
Wsirth :a
tainin n !ca! ad--in4sraticn and - e
.z O ffi:ias a: al levels of sover.-nen: and !frvi1aace council alag C::and executive ee =er3Cnnl. 

3. .ssist!-in the. C..V Acady by .:ovi
d~n;. ad74.sory services and equiimen:. 

His Excallency, the :emuty .iister i. 

charge of OP22V, wil a-c.nt the Lndaesecretary of
Stata and Director-General of O.PEV as Projec: Oirector,
With a M'xe.. r o! assistants to coordinate the *lements
of the -rniec: uzder his d-ect supervision. 

The Ministry c! Lca.l cver-nt w"'
apprec~ate assistance !=-'ni:edthe Staces Aqencyfor Znternational Zevelcnmen-.at 4i the setting up and 

BEST AV ABLE coPY 

http:Zevelcnmen-.at
http:mut*..al
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'. 'BEST AVAILABLE COPY 

-2

'±.n±~ll capi: :ala-on of -he Loarnappropriate Fund, in prov.diziqtraining to selactd Gove.r:ano~ff,:als and c. q.vp=-% :ethnical assist-.r. the CRDEV 
Whore necessary. .Of S..Z oe a 

•.. 
cha.med ..med ah--oud 

MLiit~ser forc"- ,! a ver.-zua 
t a- d Youth and ft. pz-Ulax 
t ~~and
Polit.ical C.-r.-anions
 

* I 

2? 
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ANNEEX K 

Draft of Project Description to 
be Used in Project Agreement
 

This project aims to increase the autonomous revenues of village
 

councils throughout Egypt in order to help develop financial viability
 

and developmental capability of local administrations.
 

The decentralization process has its rocts in the agzarian reform
 
measures 
 Cued 25 years ago in 1952. The following decade 'saw the intro

duction at the village level of social welfare, cooperatives and, finally,
 

municipal government. 
In 1971 President Sadat reaffirmed and enunciated
 

the determination of the Government of Egypt to bring change and moderni

zation to the Egyptian village. Subsequently, in 1973, a s ecial group
 

was created within the Ministry of Local Government known as the Organiza

tion for Reczistruction and Development of the Egyptian Village (ORDEV).
 

ORDEV was charged with planning and implementation of economic and social
 

development of rural villages. 
In 1975, Public Law 52, the "Decentraliza

tion La," was passed.
 

Under Public Law 52 each unit of local government - governorate, 

town, metropolitan district and village  is governed by a body of popu

larly elected members, known as the Representative Council (RC). In
 

addition, a Head Executive Officer (EEO) is appointed for each level of 

government. HEO's are designated by the Ministry of Local Government 

and have t~""fty over local Executive Committees, which are composed 

of the represeutatives of line (technical) ministries. This project 

addresses filling basic village needs through programs adopted by elected
 

councils working in coordination with village executive committees, the 

district aud Lhe governorate administrative structure. 
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ANNEWK - 2 

The project aims at augmenting the revenues of village councils
 

by strengthening the "account for local services and development." This
 

"special account" was the first authorized in Law 52 and allows village
 

councils to use funds collected and generated in the villages for autono

mously determined purposes. Under this project a Local Development Fund
 

(LDF) will be set up within ORDEV. It will be capital:.zed, initially,
 

by AID. The LDF will loan money to village councils for income-producing
 

projects. The income produced will be used to augment this special fund.
 

The LDF will be governed by an Egyptian Board of Directors; and its opera

tions will be executed by a Loan Committee. The Board will be composed
 

of representatives .from ORDEV, the governorate, district and village
 

levels and the Ministry.of Finance. The Loan Committee will be composed
 

of ORDEV officials. The LDF will lend money to village councils for
 

income-producing projects at 6 percent interest over a seven-year period
 

with two years grace period during which interest will be paid at 4 percent.
 

Beginning with the third year, principal and interest payments will be
 

made in quarterly installments. Loans which have not had any disburse

ments during the first 90 days of the loan period will be cancelled and
 

the funds returned to LDF. Loan payments may be in arrears for one
 

quarter, after which measures will be taken to ascertain the causes and
 

remedy them where possible.
 

Loan applications for projects showing thi greatest possibility
 

of profit will be given preference. Village councils will be urged to
 

contribute a portion of their own funds to projects. The LDF will 

attempt to spread loans over a wide region of the country, taking into 

consideration regional and national development plans.
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ANNC K - 3 

To a ;ist in the effective implementation of the LDF, training 

will be r-:?t. d for ORDEV, Governorate and village council personnel.
 

Key ORDEV personnel will be trained in the U.S., some for a full aca

demic year, others for terms of around four months. Training will focus
 

on manageria, skills including financial management and reporting,
 

auditing, proj ct analysis and evaluation, public administration and
 

rural develonment. In addition to training in the United States, there
 

will also be observation tours in appropriate third countries in Africa,
 

Latin America and Asia. 

ORDEV will also receive assistance for its own Training Academy
 

on which construction has already begun. This will take the form of
 

technical assistance, provision of materials and equipment and special
 

programs. The ORDEV Training Academy is expected eventually to be
 

able to provide necessary training for local ORDEV personnel, governor

ate and village council and executive committee personnel.
 

Evaluation, monitoring and auditing of the LDF will be conducted
 

by U.S. and Eg: ptian personnel. It will aim at identifying and remedying
 

problems associated with LDF operations, establishing adequate audit
 

provisions, improving and strengthening the ORDEV Academy, and analyzing
 

the impact of the projects in the villages which benefit from the program.
 

The Ministry of Local Government is the responsible entity within
 

the GOE for implementing the project. ORDEV, within the Ministry, will be
 

the responsible agency and the Undersecretary of State in charge of OEDEV
 

the responsible official. The LDF will be governed by a Board of Directors
 

and administered by a loan committtee. The project manager within USAID
 

BEST AVAILABLE COPY
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ANNEX K - 4 

will be the Assistant General Development Officer, assisted by a project
 

committee drawn from various technical officers.
 

Long-term technical assistance will be provided by a Senior
 

Technical Project Manager who should be a senior development economist,
 

financial analysts under a PASA, and by two technicians, one of whom
 

should be experienced in small-scale prodtction enterprises in developing
 

countries. The Senior Technical Project 'Managerwill serve for four
 

years, and the two technicians for three years each. 
In addition, short

term consultants will be provided as necessary.
 

The Government of Egypt, through I ORDEV, will provide the costs 
I 

of construction of the ORDEV Training Academy; the costs of ORDEV training 

staff and other ORDEV training activities; the costs of ORDEV staff
 

working in Cairo and at the governorate and district levels in activities
 

related to the Local Development Fund operations; and, backup costs
 

associated with support of the various technical assistance personnel
 

who will be working on the project. The Government of Egypt also will
 

continue to provide funds to ORDEV annually for grants to village councils.
 

AID will provide the initial capital for the Local Development 

Fund; technical assistance, consisting of three long-term advisors and 

several short-term consultants; training for ORDEV officials, and elected
 

and appointed personnel at the governorate and village levels; equipment
 

and commodities for the ORDEV Academy and for support of the Local
 

Development Fund operations; and, funds for evaluation and applied
 

research. 
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90N MT K 

The project purpose is "to strengthen the financial viability 

and developcent capability of selected village councils." USAID and 

ORDEV e.pec: certain conditions to exist at the end of the five-year 

planned impleentation period that will indicate that the purpose has 

been achieved.
 

First, a Local Development Fund will have been established,
 

,taffed, aad initially capitalized by USAID grant funds with ORDEV.
 

Second, technical assistance capacit7 will be under development
 

within ORDEV designed to provide advice on economic analysis, financial
 

management, programing, and small industries to ORDEV and village
 

councils.
 

Third, loans, simplified operatio-al procedures, loan projedt 

evaluation criteria and accounting, financial reporting, program analy

sis, performance budgeting, organizational and management systems will 

have be-an designed and applied, through the LDF, to at t 300 village'7. 

councils during the five years of project life. 

Fourth, =taining programs will have been planned and tested and 

be under ay both at the ORDEV Academy and in the field for selected 

0RDEV officials at the Cairo, Governorate and District levels, and for 

Governorate and village elected and executive personnel. 

In addiLion to the above, which represent direct results of 

project operations, it is anticipated that two major evaluations will 

have been _,n,;--Pken rid completed, one at the midway point of the 

project and one it the end of the five-year period. 




