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EGYT - TE!..FCOMV.NICATIONS PROJECT 

SUNLARY AND REC(-n-f .NDAT1O\ 

1. Borrower: The Government of Egypt (COE)
 

2. Executing Entity: 
 Arab Republic of Egypt Telecommunications
 
Organization (ARETO)*
 

3. Amount of ho,,n: $40,000,000 (Forty Million Dollars) 

4. Loan Terms. 	 Two-step Loan Arrangement 

To the GOE: 	 ForLy (4Cf) ie:,,Inclluding a 10 year grace

perzioa on thar ropay-menc of principal, with
 
interest at 2'Lpei" annum 
during the grace period

and 37 per anium Thercafter. 

To ARETO: 
 On such terms as AID may agree. The expected

terms will most likely be: Fifteen (15) years,
 
including a 5-year grace period on 
the repayment

of principal, with interest of 7.97. durinv the
 
entire loan period.
 

5. Description of the Projiect: Trie p:'Imur. purpoc;e of the project 
i 1o :trn, 'tn n AKETO ir.stitu4ional cap:;bili y. A 

U.. c l:in .s 11.: AiTO ay working
-,W A- TC staff tc -i) and sc..:dule implementation 

STc 
 , ocedu es 
and ning. Ae 

. .g rm. froee 

.,oi1 asui .isooso rik

in th Office of th f te of Communicat> s to 
iaprove the planning and ,.<cmmunications functions 
of i1he Mnistry cuie,:;y implementing its

'coain rFog:.ar ..hicb is somctines called the SIP
(Service Improvement PW.an) or 'Quick Fix"; hooever 
termed, this program or plan is 
-anattempt to
 

* The name of the 	organization may change as 
the entire telecorm-nuni­
cations sector may be structured as a holding company, with sub­sidiary companies individually responsible for various telecommuni­
cations functions.
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gain significant improvement in basic tele­

phone service from the cxistin telecommuni­

cations system. Ahat i required to carry 

out this pui or prograim is a relatively 

small capital investment and a well managed
 

W., n, .. 


of a few 3-lon A", I . AAT" at On capa­
bitiyv nd -an r],stpur:slhly uxc:.;uWt Q, 'SIP.
 

effo)rt anr MEN it h th;e i sistanc 

'-
i. rninimal 


financin E *. :. :;or indind 2 din :o.{ 

air condittioner.s, ;esin, 

A.I .D. '.',, ... )( ] and ,l mi tea to 

The project will also provide for: a) replace­

ment of an old, obsolete 20,000 line rotary
 

exchange n amaiek (in Cairo) with an elec­

tronic exchange, which will serve as a model
 

exchange; b) PABX's and microwave links to
 

the Cairo airport to improve communication
 

to this center and other centers; c) mobile
 

exchanges, which will permit the elimination 

of a number of old, rotary exchange systems 

with newer types of exchange systems; and
 

d) various telecommunications replacement
 

equipment.
 

This project - described in general terms
 

above - L> osistent with the Telecommunica­

tions Sector Study Report recommendations pre­

pared by CTC. It takes into account ARETO's
 

present absorptive capacity as well as Egyptian
 

priorities in the telecommunications sector.
 

This proposed loan project in itself cannot
 

satisfy the very substantial technical assis­

tance, traini ; and equipment needs of ARETO.
 

CTC hab Lsimated investments on the order of
 

$2.7 biilion by 1984 and in excess of $20.0
 

billion by the ye.r 2000 are required in the
 

telecommunications sector. However, this A.I.D.
 

loan will provide modest improvements in the
 

institutional capability of ARETO, will be sup­

portive of ARETO's "crash program" or SIP, and
 

provide a small portion of telecommunications
 

replacement, operating and other related equip­

ment urgently required by ARETO. While impos­
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sible to quantify, the A.I.D. loan will make
 
a relatively small contribution toward improv­
ing the efficiency of the telecommunications
 
system in Egypt by assisting, albeit in a
 
limited fashion, ARETO in its efforts.
 

The A.I.D. loan will 	provide foreign exchange
 
to be used for the procurement of U.S. pro­
fessional consulting 	services and telecommu­
nications replacement, operating and other
 
equipment. Thu Egyptian pound (L.E.) costs
 
of the project will be provided by ARETO.
 

6. Loan Application: The GOE has requested A.I.D. to finance the
 
U.S. share of the foreign exchange of the
 
project (see Annex A for loan application).
 

7. Mission View: !SAID/Cairo strongly endorses the proposed loan.
 

8. Issues: None
 

9. Source of U.S. Funds: Fiscal Year 1978 Supporting Assistance.
 

10. Statutory Checklist: Satisfied. See Statutory Checklist, Annex B.
 

11. 	Recommendation: That a loan for 40,0000,O00 be authorized on 
terms ant conCitions set forth in the Draft Loan 
Authorization in Annex C. 

12. Project Committees: 

USAID/Cairo
 

Chairperson Robert N. Bakely
 
Loan Officer Domenick J. Scarfo
 
Economist James Norris
 
Engineer Philip S. Lewis
 
Legal Advisor James R. Phippard
 

AID/Washington
 

Chairperson Willia, Fraser
 
Loan Officer Charles Shorter
 
Desk Officer James Roberts
 
Engineer Alfred Hotvedt
 
Legal Advisor 	 John Mullen
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7. INTRODUCT13N 

1.01 in mid-1978 the Cover:nmenz of the Arab Republic of Egypt
(GOE) requested $40 million from A.I.D. to finance the dollar costs 
of goods and services required for rehabilitating the existing 
telecommuicatons system in Egypt, with particular emphasis on 
Cairo. The COE's t-)Dlication is attached as Annex A. As a result 
of a seriC .' meetings with representatives of the Ministry of 
Couunicatic:.s (MCC) the Re-public of Egyptand Arab Telecommu­
nicaticnl Organization (ARETO), it was agreed A.I.D. would finance 
the Y.4 ,iiion project, and that the GOE would become prime obligor 
of the A.I.D. loan. it was further agreed that ARETO, in turn, 
after receiving a loan from the GOE for $40.0 million, would repay
the GcL on terms agreeable to A.I.D.; most likely, on commercial terms
 
(fifteen years to maturity, five years grace period on reoavment of prin­
cipal, with a 7.5 % rate of interest during the entire term of the loan).
 

1.02 'The project is a result of the interest generated and 
pressure exerted by the Egyptian public and private industrial
 
sector, inividual telephone subscribers and potential foreign
 
investors. The project will have a major impact in stimulating
 
an expansion of industrial and commercial activity in Egypt.
 

1.03 The project is extremely important to Egypt. It is
 
imperative That, if the GOE's economic development goals-as set
 
out in zhe, Five-Year Plan (FYP)-are to be achieved, an efficient
 
and dependable telecommunications system must be operational.
 
Telecommunications is the backbone of economic development.
 

1.04 The project is aimed at assisting in the strengthening of
 
The telecommunications institution, ARETO, so 
the present telecom­
munica'tions system can be improved and that maximum utilization
 
of this system is realized. To accomplish this, A.I.D. will
 
provide the necessary foreign exchange to be used for the
 
replacement of an old rotary exchange and the procurement of
 
various training, maintenance, business and mobile exchange
 
equipment, as well as related training and technical management
 
assistance programs.
 

1.05 A contract between the Continental Telephone Holdings
 
Corp. (CTC) and Telecommunications Research Center (TRC) of the
 
Ministry of Communica'tions was funded by A.I.D.'s Feasibility
 
Studies Grants No.s 263-11-995-013 and 263-11-995-025. The scope
 
of study included 1) an investigation, review, and evaluation of
 
the performance of the existing telecommunications system in
 
Egypt, particularly Cairo; 2) the development of a Master Plan
 



REFST AVAILA!3. 

for meeting t.h, tel ,,comrmni cations needs ,f the (OE for the near­
term, five year (A:,80-1 984), and the Ionrr twenty year period
(thr, "99'] ) the preparat;ion of a de taile d planned program 
of :-,,:di: aiction: ("quick-fix") to impr w)v the existing 

o * ecmrmara i Cit s;:,nrl:it and , 4) to prepare nal ruports on 
thp ah syc 

.06 7. Cc soche:.v.:.. or -tiiy took one year to accompiish 
S, 9, !n 4, 1'781. The final CTC report was9"/'/ M.y 

presen eO to Lime GOE And A.I.). in 1ay 1-78. The report concludes 
ti!, tne propomsed{ i iVs t otent program ,ver the period of the Master 
Plan i.s tucnic-2 . y and Ifin.ncial.y sol nd based on the past and 
pro C"t( fi nanc'ia performance of AEO, The final. study report 
is pre.cntly being reviewd by ARETI and A.I.D. 

1.0/ This in the :nid States' first capital assistance to 
EgypL' t ci eco mu:n- I.:ons secto r incc the resumption of aid to 
'gyp I. h'ev , are , a,.02v,-considering continuation of a.ssistance 
to tLh tlucniomncLttions sector in "Y 1979 at a Ieve i to be 
detLi- . O)ther A.[ .1. Assistance Lo the t elecomuniia.ttions 
se or 1'h been fumrnislhed under the FY 1977 Corrimodity Import Loan 
a: a i v.: of $20 mi llion, of which the mnjority port ion is 
co;ii I ted to procunrements of ceIecommiimni cation. equ .pment. A 
snmar' of 0t"lr assls:ilee iceng cnweumred to ARETO is presented 
in Annex D. 

.08 in May 1978 U.S.A.I.D. learned that-, AIiERITECH-- prepared 
and sibmitte a Iwrpepsai to Lhe Minister of Communications 

1/ AMERITIECH is a consortium of three (3) U.S. Companies; Western 
Electric International, GTE Products Corporation and Continental
 
Telephone International.
 

-2­



(approxieateiy $2.5 billion through 1984). We understand also chat 

others have or intend to submit prnposai (u.g., International 
Telephone and Telegraph Corp. (ITT), Phi lips, L.M. Ericsson, 

Japnneve and G.rman crnmpanios, etc.). 

:.m assy i vos with 

'4:,i:Vtr 1' c 0 Lh, million 

L. 09 ;kiAID ind %.' ,,prus, rUL; met the 

c(e tons discU;.; $40.0 A.I.D. 
Tolommunic: in: ,n 1i,ju.t for FY L97,-/. The Mirinister stated 
!:-it A.t.ij. :.hould mova forwird in prc,.sing tMe $40.0 million 
loan rquu.,tud by t ,inisLvy of Econowy and Economis Cooperation 
"S s projact is important to Egypt and would not conflict with 
succ ed ng programs. 

l.iO . i.nAI. the position of the GOE
in agreement with 

in muvi forward witn Lhe A.I.D. Telecommunications Loan. We
 
NeI that impr:nn for Egypt and that the project basically
 

i ,-nflici"Ph any of L.e ppoposals. The reason simply 
is 1ha, Egyp'K LOchniC;, as.sistance, training and telecomounications
 

replacum nt, Ope.,ing and oth r related equipment needs are enormous. 
.n hb.c i, sting ARETO improve its organization and 
the .. ecommun cations system, snouldLu ting provide a firmer insti­

tui :onAI h.se on which the implementation of any of the proposals
 

can buKi d.
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II. BACKGROUND
 

A. The Present Tclecommunications Network
 

2.01. The present telecommnications network in the Arab
 
Republic of Egypt is composed of approximately 375,000 lines
 
of switching equipment an associated network of inter­
office junctions withir. multi-exchange areas (Cairo and
 
Alexandria), and a national trunk network between manual
 
and automatic trunk switchboards.
 

2.02. The exchanges vary in size from small manual switch­
boards, consisting of 6 to 10 lines, to multi-office installa­
tions consisting of up to 35, 
000 lines of crossbar automatic
 
switching equipmeLnt of reasonably modern design. The small
 
remote villages are frequently served by a manual switchboard
 
located in the local police station or agricultur~i center and
 
are only operated during the daylight hours. 
 Alaost without 
exception, however, all units, regardless of size, are 
connected to the outside world by an exte'sive network of 
long distance circuits, many of whuch are open wire. These 
circuits converge on zone cente.rs which are then linked to 
each other coaxial cable or microwave. 

2.03. 
 Current contracts and projects represent substantial 
increases in switch and network capability. 151,200 new 
automatic lines with a retirement of only 34,700 lines of 
aging automatic equipment represent an increase of 36% in 
central Cairo's busiest exchanges and in the Suez area. A 
digital microwave junction network is being installed in the 
Greater Cairo area. Vhen completed, it will expedite rehabi­
litation of the existing cable junction system for reuse as 
feeder cable relief or junction relief or redundancy.
 
Coaxial cable projects will complete the "backbone" of the
 
national trunk network and in some 
cases will augment
 
international routes.
 

2.04. 
 Cairo exchanges number 16 at present ccataining an
 
aggregate of 208,400 lines of dial equipment. The older
 
offices, some of which dete 
back to the 19303 are equipped with
 
rotary equipmenE manufactured by Bell Telephone Manufacturing
 
of Belgium. The newer offices are equipped with crossbar
 
equipment designed by L. M. Ericsson of Sweden, with portions

of the equipment manufactureA locally in Egypt. The rotary

equipment (101,800 lines) serves the older areas of the city.
 
Plans for replacement have been delayed pending financial
 
arrangemen ts. 

-4­
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The crossbar equipment, L ARF 102 is generally well
 

configured and capable of providing good telephone
 

service. Currently. 106,600 lines are in service in 9
 

locations with an additional 10,000 lines presently
 

being installed as a replacement for an equal number of
 

rotary lines. Two major tandem units are also installed 

in Cairo and are known as the Ramsis or Auto tandem 
(2,100 incoming trunks and 1,944 outgoing trunks), the 

other is the Abbassia Central tandem (980 incoming 
trunks and 94 outgoing trunks). Details of the Cairo
 

exchanges and current projects are found in Annex E
 

2.05. Telephone service in Alexandria, Egypt's second
 
largest city, is provided by 61,000 lines of automatic
 

dial equipment installed in five locations. BTM rotary
 

comprise 40,000 lines and LME ARF 102 provide the remaining
 

21,000 lines. Lower Egypt and the Suez Canal Area exchanges
 

have 39,000 lines of automatic exchange equipment and manual
 

e:xchanges operating on common battery or magneto number
 
21,240 lines. Office- with less than 50 lines have been
 

omitted from above figures. Upper Egypt has 17,200 lines
 

o' automatic exchange equipment and manual exchanges
 

operating on common battery or magneto number 11,800
 

lines. In the Red Sea area there are 580 manual lines.
 

A listing of manual exchanges with their capacity is shown
 
in Annex F.
 

2.06. Multi-exchange local junction systems exist only
 

in the two major Egyptian metropolitan areas of Cairo and
 

Alexandria. In Cairo, 87 cables containing 50,199 pairs
 

interconnect the various exchange offices. There is, in
 

additiori, a microwave radio system providing junction
 

facilities between the Dokki and the Opera Exchanges.
 

Alexandria exchanges are interconnected by approximately
 
3,500 junctions.
 

2.07. The outside plant design is similar for both Cairo
 

and Alexandria and is referred to as control point planning.
 

The feeder cable is run underground in conduits, through
 

manholes and terminated in cross-connect cabinets generally
 

located on the sidewalk. Smaller cables radiate from the
 

cross-connect cabinets and terminate in distribution points.
 
Drop wire then connects the distribution pairs to the
 

telephone instrument. The-typical feeder cable is 1,200
 
pairs and the typical cross-connect cabinet has 200 to 250
 
pairs terminated toward the exchange and 300 to 350 toward
 

the subscriber. This means that the average feeder cable
 

is terminated in 5 or 6 cross-connect cabinets and serves
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a specific geographic area. The type of exchange outside
 
plant used in the smaller urban areas of Egypt is similar
 
to that used in Cairo and Alexandria. In the smaller rural
 
exchanges, subscribers are served by aerial open wire plant,
 
cable being used only to enter the exchange. Open wire is
 
used also as the principal means of interconnecting the
 
rural exchanges.
 

2.08. ARETO operates an extensive national network of
 
toll facilities throughout Egypt. A major project is
 
underway to expand the coaxial system particularly to
 
Upper Egypt and the microwave system from Cairo to the
 
Libyan border through Alexandria.
 

2.09. There is a mobile telephone system (UHF) which
 
provides communications service between mobile telephone
 
subscribers in the Cairo area. 
 The connection is
 
accomplished by a normal dialing process. 
Capacity of
 
existing system is 100 subscribers expandable to 1,000
 
subscribers. Forty-one subscriber anits have been
 
delivered to date.
 

2.10. International network communications are all
 
accomplished through Cairo, although small international
 
switchboards with limited capacity have recently been
 
placed in service in Alexandria and Port Said. A third
 
unit is planned for Suez. All international calls are
 
handled on a manual basis and routed over two principal

submarine cable outlets. 
 One, Egypt to Italy (Catanzaro)
 
with an ultimate 480-channel capacity, and Egypt to
 
Lebanon (Beirt) with an ultimate 120-channel capacity.
 
In addition, a non-standard earth station, which is
 
currently being replaced by a standard station, provides
 
connections to the United States and Paris on a limited
 
basis. Sudan, to 
the south of Egypt is connected via a
 
tropospheric scatter system. AETO plans to open a new
 
Automatic International Exchange (AIE) during the third
 
quarter of 1978. The first phase will allow 720
 
business customers to have International Subscriber
 
Dialing (ISD) facilities.
 

2.11. There are two telex exchanges, one in Cairo and
 
the other in Alexandria. All internatiunal telex messages
 
are routed via Cairo. 
There are 120 telex circuits on the
 
international network.
 



B. The Condition of the Existing Equipment and Facilities
 

2.12 CTC reviewed Lhe existing telecomnunicatio.-s equip­
ment and faciljti_; under the following heaaings: 

(i) Station Equipment and Wiring
 
(ii) Exchange Cable Facilizies
 

(iii) National and International Toll Networks
 
(iv) Sub-Sector Equipment and Facilities
 
(v) Mianholes and Conduits 

(vi) Buildings
 
(:vii) Vehicles and Equipment
 

(viii) Traffic in Long Distance Network
 
(ix) Telex Traffic
 
(x) Network Control
 

2.33 The listing of problems is too numerous
 
o list ht2,v; ko.Qever, at sample of some of the 
findings should illustrate the thrust of CTC findings.
 
Station equipment and wiring are almost all in poor
 
condition. A majority of telephone instruments are
 
obsolete and Lhe remainder functioning poorly. Cable
 
networks are inappropriate and in many faulted conducters
 
observed. The National and International Toll Networks are
 
characterimed by the under-development of subscriber toll
 
dialing, poor condizion of switchboards and connecting
 
local networks. While complete data on sub-sectors is not
 
available, most sub-sectors complain that a high percentage
 
of local trunks are out of service at any given time.
 

C. Problem!j with Structure of Tel.ecommunications Sector
 

2.14. ARETO is one of seve7ral agencies reporting to the
 
Minister of Communications. (The Minister's complete title
 
is the Minister of Transport, Communication and :1arine
 
Transport). The other agencies include a telephone equipment
 
manufacturing facility, the A.R.E. postal service, and the
 
Telecommunications Research Center (TRC). There are (10)
ten 

government sub-sectors that are related 
to ARETO ser­
vice ot facilities.
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2.15. Most sub-sectors are large users of normal telephone
 
service, lease line facilities and systems, including PBX,
 
PABX, Telex/Teleprinters, Radio and Microwave. Most PABX
 
systems are privately-owned, whereas ARETO usually owns the
 
older PBX system. In the large majority of cases where a
 
sub-sector wishes to modernize or upgrade PBX service to
 
PABX service, they normally purchase and install their own
 
system for one of two reasons: (a) they have no confidence
 
in ARETO's ability to provide dependable service; and (b)
 
ARETO ha5 been .nable to install the equipment due to a lack
 
of funds.
 

2.16. ,in-, sub-sectors arc planning or installing private
 
radio or microwave systems. Some also install and maintain
 
their own telex or teleprinter machines. Many sub-sectors,
 
according to CTC, would prefer to use ARETO service and
 
equipment if they were assured of efficient and dependable
 
service.
 

2.17. In brief, the existing quality of lease line and other
 
special type services provided by ARETO to the ten (10) sub­
sectors and other large cormercial users in Egypt is so ppor
 
that many are looking to private systems for relief. This
 
can only resulc in a continued deteriorating loss of revenue
 
for services that should rightly be provided by ARETO.
 

2.18, In all fairness to ARETO :.number of constraints 
to effective operations are duu ,a t, fact thaft APE'72 ahe s 

government agency and subject to regulations which prevent 
ARETO management from caking certain of the steps which will 
be needec to improve the operations of the organization. The 
personnel and nanpower policies of the GOE inhibit the sound 
management of ARETO'c. human resources. ARETO has been 
required to hire personnel which it may not need and finds it
 
very difficult to fire unproductive ew'ployees. The promotion
 
system is based largely on seniority. ARETO managers do not
 
have the authority to offer the compensation they feel is
 
required to retain qualified personnel.
 

2.19. The management of ARETO finances must conform to GOE 
policies and regulations. For example, ARETO is required to
 
make available all net income to the Ministry of Finance. Ad
 
a conseqvence, ARETO is prevented from relying with confidence
 
on these funds to maintain or upgrade equipment and facilities.
 
Funds for these purposes must be appropriated annually by the
 
GOE. The accounting system prescribed by the GOE, moreover,
 
does not meet the ARETO's operating needs.
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2.20. ARETO possesses a large inventory of obsolete mat­
etials which count against the inventory levels which GOE
 
policy allows it to carry. Cumbersome GOE regulations make
 
it difficult to dispose of excess and otherwise unneeded
 
materials.
 

D. Past Financial Performance of the Telecommunications Sector
 

2.21. ARETO income ;tatemen ; .ere anaivzed forch 
four years ending in 1976. The reported netiincome for those
 
years is presented below:
 

(LE Millions)
 
1973 1974 1975 1976
 

Operating Revenues 22.3 23.7 26.0 30.0
 
Operating Expenses 17.6 19.1 21.4 23.2
 
Operating Income 4.7 4.6 4.6 
 6.8 
Miscellaneous Income/Deductions .8 .9 1.2 1.1 

Net Income 3.9 3.7 3.4 5.7
 

2.22. Tr :;iLysis showed that: (1) the telephone plant 
is undervalued and the result is an understatement of depre­
ciation expense, and (2) GOE provided loans with corresponding 
low interest rtes. The understatement of depreciation was the 
result cf two factors. First, ARETO acquired assets from the
 
GOE as a donation or for nominal value. These assets were
 
recorded at a value substantially less than the fair market
 
value. Second, assets acquired from foreign sources were
 
previously recorded at the official rate of exchange rather
 
than an approximated market rate. Therefore, the assets were
 
immediately understated based on differences in exchange
 
rates.
 

2.23. The understatement of interest expense is due to ARETO
 
having the benefit of low-cost loans from the GOE and other
 
outside sources.
 

2.24. In terms of considering ARETO's past operating per­
formance as a basis for planning the company's future opera­
tions as an independent agency*, it was necessary 
to
 
make adjustments for the depreciation and interest expenses.
 
The following presents a restatement of the 1973-1976
 
operations based on adjustments for depreciation and interest
 
expenses:
 

* In the Management and Labor Section of this Paper there will 
be included a discussion of the recommended Telecommunication
 
organization as an autonomous entity.
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(LE Millions)
 
1973 1974 1975 1976 

Net Income 3.9 3.7 3.4 5.7 
Less: Depreciation Adjustment (1.9) (2.0) (2.3) (0.9) 

: Interest Adjustment (1.2) (1.1) (1.6) (2.4) 
Adjusted Net Income (Loss) 0.8 0.6 (0.5) 2.4 

2.25. It is obvious from the above analysis that past
 
revenues have been inadequate and a substantial increase
 
in revenues is required before the telecommunications
 
organization can become a commercially-viable organization.
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:II. ThE PR0JECT
 

3.01 The pri nipai purpose of this project is to support and 
stre.gthen -. e teleco.mu .cations institution in Egypt (i.e., ARETO). 
To do so Y.f. CtiveConsul-aints' services will be provided to 
assist C -.rove its -Tlanning,, management, operating and 
training f ARETC is also implementing a Service Improvement 

- r,,r to it i s a "crash prs7rm.") and the project 
wi . oa2 w;:ty ARETO's efforts by providing a few 
Advis .oe r,,:'.:;cement and operating equipment. PCET will 
be re....no "ac l ementinp this labor intensive activity and 
AE10-TC w1!2 pt-rform the actual work on improving the 

S c ....... icn:, system. Other comronents of this project 
will nr' f '. replacement of an old, obsoletencing for a) 20,000 

itc cch;-.geZamalekin (in Cairo) with an electronic 
ixcn w'h 1 serre as a moiei exchange; b)PABX's and micro­
wav, r h C.io to -mrove communication tc thisrc _i-'ort 
center an-: ci.n-er:; bo'-Le which will permit.c) exchanges, 
the e1_*ir. ' a m:fcr of old, rotary excha.ge systemsa, with 

newer types of ,xcha<r sysem; and d) various telecommunications 
repiacemenz equi-men. 

3.02 Thi o describcd in .er. . t is con­
sisten- wi-,h he Telecor.Ln ication7 S:actor Study Reort reccmmen­
dations. t, inLo LccounL i,,i, 

absorptive as w1.as Egyptian prioritic,5 ir -he .ele­
com.unic, -, e . 9Drcoosed loan pro, -etn itself cannot 
satisfy :,he rysubstan-tial technical assistance, training and 
euuipmen of ARETO. natcd inve.,tmens I.:-a-e 
order , i by 198 and in excess of -"00 billion by the 

year 2'00 clli d be icqiired in tle telccomun cations sector. Ho'.;ever, 
this A .will provide modest improvements in the institutional 
capa iL iy of A1BE, will be supportive of kJ,,ETO's "crash program" 
or SIP, an rovide a small portcion of telecommunications replacement, 

onerating an other related equipment urgently required by ARETO. 
Vrnile impossible to quantify, the A.I.D. loan will make a relatively 
small contribution toward immroving the efficiency of the telecom­
munications system in Egy-ot by assisting, albeit in a limited 
fashion, ARETO in its efforts. The following paragraphs will provide 
additional details of the project. 

A. Institution Building 

a. Priority Progratms
 

3.03 (i) Planning - assist"ARETO establish a planning unit. The
 
U.S. Consultant will develop plans and schedules in priority sequence -

e.g.,PERT or CPM for an entire range of management systems, operations,
 
training and procurement. The U.S. Consultant will also modify and
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update as necessary the Vaster Plan included in 
Telecommunications
 
Sector Study Fetort so that an overall telecoimmunications expansion
 
can reflect the realities of changing circumrstances. Some technical
 
assistance would also be provided to the Office of the Minister of
 
Communicinr.:;to strengthen the planning and oversee functions of
 
the Ministry.
 

3.0L (ii) aiilag - As mentioned earlier, while ARETO is overstaffed, 
i: face: shortages of certain skills, such as qualified engineers,

tte<hnician: and craftsmen. This difficulty will 
be compounded during

the expan:ionary atriod in the telecommunications sector 
(see paras.

.i!-L.14). 
 What is expected to be accomplished under this loan is
 

that a certain num.ber of instructors, to be determined, will be
 
trained and certain curriculum, also to be determined, will be
 
developed by the U.S. Consultant. This is a modest target and
 
ruflects the fact that only a 
small portibn of the substantial
 
training requirements of ARETO can be satisfied by this project and
 
also the long lead time required to develop curriculum and train
 
instructors. (See Annex S for types of training programs possible).
 

3.05 (il) Procorumr.- Much of ARETO's procurement to date has
 
been iundertaken o and hoc basis 
 and not all the equipment

procurei may hove been *ecessary, complementary to existing equipment
 
or of the 
hig<-st priority. The U.S. Consultant will assist ARETO
 
to develop a rational annual procurement plan or program beginning
 
in CY 1979 an,- projected out 
for the next three to five years. Tt
 
is expect .d that the U.S. Consultant will review all of ARETO's
 
proposed tenaer documents for conformance with the annual procurement
 
plan.
 

3.06 (iv) Accounting, Financial, Personnel -
The U.S. Consultant 
will assist AI91ETC in devising a range of systems and programs. 
These will include a personnel management program; systems and 
procedu'es for budgeing, accounting, financial reporting, cash 
management, irernal aauiting; and, perhaps, the development of an 
EDP plan, especially for billing.
 

b. SIP - (Service .provenent Plan) 

3.07 The "Quiok-Fix" or Service improvement Plan (SIP) was
 
devised on 
the basis of three most important considerations. First,
 
the quality of PRETO services is in most serious and urgent need
 
of improvement. 
 Second, unless certain underlying causes are
 
corrected it 
is probable that Master Plan additions will result in
 
more serious network congestion. Third, however, with proper

allocation and management of available resources, a clearly

recognizable overall improvement in the quality of 
AERTO
 
service in the Cairo area is achievable in two years. 
 The
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SIP is an AFET ?:.rogram and is being undertaken and implemented
by ARETO personne-. The foreign exchan;pe required for capital

snvestment (mainly air-csrnditio;ers) will be financed by the 
A.i.-. lian. A.I.D. will also finance a few Advisors to support

ts', i - A1iC-" c :'_'ort . Consequently, SIP is generally.
:ubst-ntial O 
limited to which:*,m. are.mainly labor intensive and will be

oerfo:ritd -,rARiTO :tj'.ff. Included are maintenance, repair,

Ic.:%- ffie and commercial operations and other
such service 
funco-.s direfctories and billing. The sum of these actions
 
is, a rn-in-- which is capable o: improving both the basic 
 commu­
nication services 
 of PRETO, and those non-communications services
 
which have a strcn- influence on customer opinion. A summary of 
Lhe network aad ser-vice conditions which will be addressed by

ARETO in thc is presented in Annex G. 

B. Fiu ipmen 

3.03 Vo7ne -o 0 the Telecormunications Sector Study presents a
 
plan for the development of a model exchange in Zamalek (in Cairo). 
it covers the replacement of eichange equipment, an outside plant

feeder cable plan, a detailed plan for a portion of the distribution 
plant, recomended general technical specifications, and a descrip­
tion of the methods and procedures to be employed as the Zamalek 
exchange is converted to a model exchange.
 

3.09 The U.S. Concultont will revt--w the above mentioned Volume 5. 
After this r--view., the Consultant will prepare detailed specifi­
cations, prepave an IFB, advertise for the job in the U.S. and 
assist AETO in evaluation of technical bid proposals so that an
 
award can be m -de. 

3.10 The U.S. Consultant will perform the same 
functions in
 
competitivtK!y procuring: a) PABX's 
(approx. 3,000 lines) and
 
cicrow.=ve LinK* for Cairo airport and other locations; b) mcbil 

exchange £ tIn a- .plox. 3,000 lnes); and c) other equip­
ment sach a vehicles, tool-, 

nd other ni.:ce- hardware. The reliacement ofthe Zamalek 
be ontractd on a turn-key basis, a w 

PA.BX's a.nd ::1cro';v rinks e rsairing equisment tons nl.osuu 

o n..... e.- test equipment 

by ARETO to .. :or(, -,ifect-vely are primi:rily off-Lhe-shelf 
ms. A:. ns: . pa I F:-, ' of ch- of-ti-,he].f type!-ti; t 


.. I.i wi. oe p.r'chasec unde- the A.I.D. loan.
 

3.11 The installation of a new 20,000 line exchange using the
 
electronic switching system, which will replace the obsolete rotary

exchange in Zamalek, is planned to serve as 
a model exchange.
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Installation of an electronic PABX and microwave link at the Cairc
 
Airoort and other locations will substantially improve communications
 
to and from important focal centers in Cairo. Finally, the pro­
vision of a range of equipment will be beneficial to ARETO in better
 
equipping employees and facilities to expedite improvwements in
 
telecomnmunications service.
 

C. Project Assessment and Sunmary Comments
 

3.12 it i. the opinion of U.S.A.I.D. that the Training
 
and Equipment procurement aspects of this project appear to be
 
reasonably implementable. In Training, a good basis exists upon
 
which to build an efficient training capacity in ARETO. A Training
 
Institute was established in 1970, with the assistance of the
 
United Nations Development Program, for the telecommunications
 
system. The Institute currently trains more than 3,000 students per
 
year. Further, a new building is under construction which rill
 
increase the capacity of the Institute. While physical facilities
 
and equipment had been expanded and the quality of training was
 
improved somewhat, nevertheless many problems remain to be solved.
 
There is inadequate planning and coordination on the part of
 
ARETO. Unused training capacity results from an inadequate process
 
of identifying training needs and coordinating these with training
 
capacity.
 

3.i3 Fcom tei Teiecormunications Sector Study Report the U.S. 
Consultant shoitld have no difficulty in identifying curriculum and 
a reasonablu number of instructors it can develop and train in a
 
two-year period to meet the most urgent training needs of ARETO. 1/
 

3.14 The orocurement of telecommunications replacement, opera­
ting and other equipment should pose no major problems for a
 
qualified U.S. Consultant. The preparation of technical
 
specifications- IFB's and evaluation of bids can also be reasonably
 
accomplished.
 

3.15 As mentioned earlier, the technical assi,.tance, training
 
and equipment requirements of ARETO are substantial and this project
 
will only furnish FX for a small portion of these requirements.
 

l/ In Exhibit V-i-Cost Estimate - the technical assistance cost
 
component of the project is based on a 600-650 man-month effort
 
by the U.S. Consultant. The breakdown of man-month effort by
 
category (training, procurement, planning, etc.) will be
 
determined when technical proposals are received by ARETO and
 
AID towards the end of 1978.
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ARETO and U.S.A.i.D. are in agreement that technical assistance 
should be provided to issist and train ARETC rersonnel, rather
 
than work full-tine _r, taking over and substituting for ARETO staff.
 

3.18 Consequently. UETO and U.S.A.i.D. agreed that a $7.5 million 
technical asisitancetraining package which financetnd - cold a 
600-650 man-month level of effort - would be appropriate to accomplish 
the major t: t of the scope of w-k described in Annex C. During 
the preuro)osal conference with the Short-listed qualified U.S. 
Consult n-Is, ARET will emphasize its desire to minimize the degree 
of xp tiae resence and advie the U.S. Consultants that their 
proposals s:houd ref ect an "advisory approach". At this conference 
the fir::: selected to submit proposals will have been given a copy 
of the Teicco.unications Sector Study Report (eight (8) volumes 
and appendices) for background information. 

3.17 This initial project is not sufficient in itself to strengthen
 
the ARETO organization to a point where it will have the institutional
 

capability to effectively use an unprecedented and substantial in­
fusion of cap t l (The Master Plan fc:,esees an investment program 
of $2.7 billion by 1984 and in excess of $20.0 billion by 2000). 
in consultations butween ARETO and U.S.A.I.D. it ,,as agreed that 
the technical assistance should be directed toward the areas of
 
priorities described above in paras. 3.03-3.11.
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IV. MANAGEMENT AND LABOR
 

A. ARETO Present Organization
 

4.01. The AUTO present organization chart is presented in
 

Annex H. As mentioned earlier, ARETO is one of several agencies
 

reporting to the Minister of Communications. The other agencies
 

include a telephone equipment manufacturing facility, the A.R.E.
 

postal service, and TRC.
 

4.02. The Chairman of ARETO presides over a Board of
 
Directors composed largely of representatives from govern­
mental ministries and the Chairman is the chief executive
 

officer of ARETO. While six staff offices of various sizes and
 
responsibilities report directly to the Chairman, his principal
 
line managers are the Deputy Chairmen for Operations and Main­

tenance, for the Planning and Execution of Projects, and for
 
Administrative Financial and Commercial Affairs.
 

B. Senior Manageient
 

4.03. The Depaity Chairman for Operations and Maintenance is
 

responsible for the day-to-day operations and maintenance of
 

all telephone, telegraph and telex services. The seven sectors
 

within Operations and Maintenance include four regional telephone
 

service sectors in Cairo, Alexandria, and Upper and Lower Egypt,
 

and three other service sectors for International Operations,
 

Transmission Maintenance, and Inspection Maintenance. The four
 

geographical telephone service sectors are further divided into
 

zones, which may further be sub-divided into districts. The
 

Operations and Maintenance sector employs 82% of the ARETO
 

work-force and is by far the largest single functional grouping
 

within the organization.
 

4.04. The Deputy Chairman for Planning and Execution of
 

Projects is in charge of what is essentially a centralized
 

engineering function. He and his staff plan, design,
 

supervise, and execute the installation of new facilities
 

for the talecommurications system. This sector accounts
 

for 11% of ARETO employees. In addition, for construction
 

projects outside of Cairo and Alexandria, laborers from the
 

Operations and Maintenance sector may be supervised by the
 

Projects Department.
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4.05. The Deputy Chai.man for Administrative, Financial
 

and Commercial Afrairs is responsible for establishing poli­

cies, implementing procedures, and controlling the financial,
 

commercial and personnel activities of ARETO. Also reporting
 

to this Deputy Chairman i. the Telecommunications Training
 

Sector and the Stores and Purchase sector.
 

4.06. The above senior management, including top assistants
 

and the Chairman of ARETO., are capable, talented and dedicated
 

individuals. The problem with scnior management is one of the
 

lack of a functional organizational structure and the systems
 

needed to control its own operations. Tre functions of the
 

Chairman and Deputy Chairmen should '. -o direct and control,
 

but not to oDrate on a day-to-day basis the detailed opera­

tions of ARETO. Also, a number of constraints confronting
 

ARETO s;enior management were described in paras 2.18-2.20.
 

More will b: saic about eliminating or at least Tnnizing 

the degree of these constraints later in this section.
 

C. Composition and Performance of the ARETO Work-Force 

4.07. The long-term growth of the telecommunications industry
 

in Egypt has been accompanied by a significant growth and sig­

nificant changes in the composition of the work-force as can
 

be seen below:
 

EXHIBIT IV-i 
l/
 

Composition of ARETO 
Work-Force­

1961 1969 1977 

Occupational Category No. % No. % No. %__ 

Top Management 
Administrators 

6 
79 

.03 

.40 
13 

607 
.04 

1.70 
82 
950 

.15 
1.80 

Engineers 
Technicians 

292 
1,721 

1.60 
9.40 

734 
3,639 

2.00 
10.20 

1,224 
7,235 

1.80 
13.50 

Operators 
Clerks 

5,006 
1,258 

27.20 
6.80 

9,390 
2,961 

26.18 
8.30 

11,484 
5,406 

21.40 
10,10 

Skilled Laborers 6,004 / 32.64 10,169 28.38 16,624 31.00 

Unskilled Laborers 4 21.93 805 23.20 10,683 19.90 

Total 18,386 10L.00 35,818 100.00 53,688 100.00 

1/ Budgeted work-force.
 
2/ Actual only available for total laborers. Division into two
 

categories was estimated using ratio of skilled to unskilled
 

in 1966.
 
ARETO Personnel Department
Source: Annual Manpower Budgets: 
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4.08. The ARETO manpower budget for 1977 included positions 

for 53,688 employees. The actual number of employees as of 

September 1, 1977, however, was only 46,030 or 86% of the bud­
geted number. Approximately two-thirds of this difference was 

due t- budget vacancies, while one-third resulted from 

employ..es ho technically occupied budgeted positions, but 

were on pasd or unpaid loan to other ministries, in the 

military service or on unpaid leave (often to work temporarily 

in other countries).
 

4.09. Since 19A1 the size of the ARETO work-force has nearly
 

trebled from a budgeted 18,386 employees in 1961 to the 53,688
 

employees budgeted for 1977. This represents an average
 

increase of 2,206 employees per year or an average annual
 

growth cf 7.1,%. Nearly half of these employees were hired
 

during the lasL six years of this period. Much of this
 

growth was the result of GOE pressure to hire employees
 

according to annual quotas designed to reduce unemployment.
 

(This situation is, of course, not unique to ARETO but
 

extends to other public sector entities.) The extent of
 

these quotas is shown below:
 

Exhibit IV-2
 

GOE Hiring Quotas Imposed on ARETO
 

by Occupational Category: 1972-1976
 

Occupational From From
 

Categories Manpower Military Total Hires
 

147
Administrators 147 -

Engineers 488 - 488
 

1,267
Technicians 1,264 3 

175 1,880
Operators 1,645 


682 471 1,153
Clerks 

Skilled Laborers ­ 914 914
 

4,370
Unskilled Laborers -43 


Total 4,226 5,933 10,159
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4.10. While the impact of these quotas may have been
 
beneficial to the unemployed, they are certainly detri­
mental to 
the efficiency of ARETO operations. Their
 
impact on aggregate productivity is displayed in
 
Exhibit IV-3 further below. 
The exhibit shows that the
 
number of employees per 1000 main stations increased each
 
successive year since 1971. 
 This means that the average

workload per employee during this period annually decreased
 
resulting in significantly lower average productivity per

employee in 1977 than was 
true in 1971.
 

Exnibit IV-3
 
Number of Staff Employed by ARETO
 

Per 1000 TelephoneMain Stations: 1968-1977
 

Number oY/ Number of 2/ Employees Per 1000 
Year Employees- Main Stations- Main Stations 

1968 30,045 259,145 115.9 
1969 30,803 269,612 114.2 
1970 31,657 284,352 111.3 
1971 31,764 296,686 107.1 
1972 33,018 304,725 108.4 
1973 35,?85 317,085 111.3 
1974 38,504 333,388 115.5 
1975 41,716 341,482 122.2 
1976 44,711 352,162 126.9 
1977 46,030 361,648 127.3 

1/ Budgeted number of employees multiplied by .86 to estimate
 
actual size of work-force.
 

2/ Since there are no multiple lines in the A.R.E. the number
 
of main stations and subscribers are equal.
 

Source: 
 Man-ower budget from ARETO Personnel Department.
 
Number of main stations provided by ARETO Planning
 
Sector.
 

- 19 ­



4.11 In most developed countries, a subscriber/employee
 
ratio of from 1000 : 8 to 1000 : 30 generally prevails.
 
While it is not possible at this time tn determin
 
the proper subscriber/employee ratio for the A.R.E., the
 
influx of additional employees during the period 1972 to
 
1977 and the resulting decline in productivity per employee
 
supports the conclusion of a substantially overstaffed and
 
underutilized work-force. However, it should be emphasized
 
that while overall ARETO is overstaffed, ARETO faces shor­
tages of certain skills, such as engineers. Its current
 
difficulties in recruiting qualified engineers, technicians,
 
and craftsmen will grow to even greater proportions if
 
industrial expansion within Egypt progresses in response to
 
more liberal economic policies. The current low rate of
 
employee turnover (in 1977 it was 3.2%, and from 1966 onward
 
it never exceeded 4.0%) within ARETO is due to the non­
availability of alternate employment rather than to a high
 
level of employee job satisfaction. The establishment of
 
new joint venture companies and general industrial expansion
 
will create additional job opportunities which could result
 
in a significantly higher rate of labor turnover within
 
ARETO.
 

4.12. Given existing conditions and the constraints
 
within and without ARETO, it is expected that there will be
 
continued shortages of engineers, technicians, and skilled
 
laborers. These shortages will continue into the time that
 
the Master Plan foresees major operational expansion. In
 
the absence of corrective action by ARETO or the large­
scale use of foreign labor, the scheduled implementation of
 
the Master Plan will be seriously impaired.
 

4.13. The solution of current and future manpower problems
 
will require fundamental changes in the existing wage structure
 
(seniority and not job responsibilities forms the basis of the
 
structure); the establishment of an aggressive recruitment
 
program; and the improvement of working conditions so as to
 
create an environment conducive to effective operations.
 

4.14. To improve productivity will require basic changes
 
in the structure of the basic training process, a major
 
expansion of training facilities and staff, improvements in
 
job supervision, an upgrading of employee wages, and more
 
adequate tools and equipment. The implementation of such
 
programs will not eliminate the problems of labor availability
 
and productivity, but will go far toward minimizing them.
 
However, by their nature, these programs require considerable
 
lead time. They must be given immediate and serious management
 
attention if the Master Plan is to proceed (in 1980-1981) as
 
scheduled. As explained earlier, addressing these basic
 
problems is one of the major thrusts of this proposed loan
 
project.
 

- 20 ­



D. 	Planned Organization for the Telecoxmuncations Sector of the
 
A.R.E,
 

4.15. Paras 2.18-2.20 showed that ARETO's identity as a
 
government agency makes it subject to regulations which prevent

ARETO from taking certain steps which wili be needed to improve
 
the operations of the organization. A new Ilanned organization
 
chart is presented in Annex I.
 

4.16. 
 The Sector Study Report recommends that ARETO be re-constituted
 
under its own specihl charter as an autonomous entity not subject to
 
normal governmental or public sector regulations. The objec­
tive of this action is to provide the management of ARETO with
 
the flexibility it needs to improve telecoimunications services
 
within Egypt.
 

4.17. The Report also recommends that, in addition to autonomy,

that the entire telecommunications 
sector be structured as a
 
holding company (see Annex I) composed of subsidiary companies

individually responsible for various telecommunications
 
functions, and able to participate in joint venture activities
 
with foreign and Arab capital under the provisions of
 
Investment Law No. 43.
 

4.18. Obviously, the rearrangement of an organization and
 
its responsibilities into different boxes in an organization

chart does not in itself improve telecommunications
 

operations. However, autonomy and the ability to joint
 
venture under Law 43 does. 
 These actions will permit, inter
 
alia: (1) the right of ARETO to establish a reasonable rate/

tariff structure; (2) the establishment of a reasonable wage
 
structure; (3) the ability to enjoy an 
8-10 year income tax
 
holiday; (4) the right not to accept GOE employment quotas;
 
(5) the abilit,, to fire unproductive workers; (6) the elimina­
tion of ARETO legal obligations to turn all its profits to
 
the Ministry of Finance and to depend upon the GOE budgetary
 
process to gain necessary operating and investment funds;
 
(7) the right to appoint top managers without prior GOE
 
approval; and 
(8) the right to establish accounting,
 
financial reporting, inventory disposal, etc., systems which
 
are not dictated by the GOE but are designed to serve and are
 
in many ways unique to the telecommunications industry.
 

4.19. There are indications that the GOE is favorably

disposed toward a new organizational structure for the
 
telecommunications 
sector. The following Presidential decree,
 
while admittedly a bit vague, does auger well for a new
 
organization:
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"Translation of Presidential Decree No. 124 for
 

1978
 

First:
 

ARETO is permitted to establish anonymous
 
(incorporated companies, alone or jointly

with other partners after- Lhe approval of
 
the Minister. ARETO is also permitted to
 
issue shares (stock) in the market as soon
 
as 
those companies are established."
 

Second:
 

This decree is effective following
 
publication.
 

Issued: March 16, 1978
 

Is/ President Sadat"
 

4.20. Recommendations to deal with a number of the
 
problems with the present ARETO will be addressed in the

section on Rccommundations, Conditions ane 
Covenants.
 
USAID will aztempt to reach agreement on a number of the
 
actions required by the GOE that will lead to 
the

resolution of these bottlenecks to successful projecu
 
implementation.
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V. TECHNICAL ANALYSIS
 

A. SIP ("Quick-Fix") 

5.01. The tclephone service in Cairo can and must be 
im-roved quickly. It is U.S.A.I.D.'s strong view that to
 
undertake a large and costly Master Plan program without 
first taking reasonable steps to relieve the congestion in 
the Cairo network would be a mistake. 

5.02. The technical consequences stem from the fact that
 
the network, as it is today, is suffering mainly from the
 
lack of effective maintenance or faulty workmanship. With
 
a few exceptions, the network is capable of providing at
 
least an acceptable grade of service.
 

5.03. The major faults are that:
 

(a) exchange equipment is overloaded--not
 
because the equipment is underdesigned--but
 
because of numerous ineffectivE call attempts
 
that are overloading the registers; and
 

(b) the ineffective attempts, in turr, are
 
caused by call failures at innumerable faults
 
throughout every part of the exchange and
 
junction networks.
 

5.04. Most faults are correctable by:
 

(i) Overhauling exchange equipment and cable
 

facilities;
 

(ii) Repairing defective subscriber installations;
 

(iii) 	Repairing and/or replacing and improving the
 
overall utilization of the junction network; and
 

(iv) 	Repairing or replacing defective and obsolete
 
telephone sets.
 

5.05. Maintenance systems and records must also be improved
 
to arrest the deteriorating trend in con tions and facilities
 
and to preserve the gains made by the repair and rehabilitation
 
work outlined above.
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5.06. The Sector Study Report states that the performance of most of 
the elements of the existing Cairo networks can be improved before 
October 1980. What is required is a relatively smali capital 
inve.;tment an '. -manaed, cons;istent., coordinated, first­
priority offort Un Li: part of ARETO with the assistance of a 
few exber ,c{ I xpat riate advisors. ARETO management concurs in that 
the SIP is a ',irst priority and there is every indication that it will 
lund i ; :. t!, -t. .upport-- in time, money and human resources-- to 
czarryin,!, u;t thi.; prot,ram. (Annex G presents a review of the present 
conditJ,,n of APETO equlpmtrnt, facilities and services which must 
be addres sed by the ;IP program.) 

B. P r ct',,, Pograms 

5.07. Par<is 3.03 through 3.06 describe in some detail these 
prioly pr, ,'ams where A.I.D. assistance will be directed; i.e., 

i ' mu pi'ucuremnt assistance, institutional strengthening 

and trd, ning. 

i. 08. AIPETO has accepted the SIP (through 1980) as reasonable. 
ARETO i., alsc aware that the immediate implementation of these 
priority programs is urgently required. Since ARETO is supportive 
of };oe priority proglrams, it is expected that it will make every 
effort to make qualified personnel available to work with the U.S. 
Const it.nt. i is most important that systems, procedures and 
training curriculum are bI prepared for ARETO, but that ARETO 
participate in their' formu ation. In devising the scope of work 
for the 03 Consultant, USAiD will discuss with ARETO the extent of 
ARETO personnel participation under existing conditions in devising
 
and implementing these priority programs. It is important to note
 
that the Chairman of ARETO is determined to have these programs 
devised rapidly and to have his staff develop the necessary skills
 
so that ARETO can be self-sufficient in the shortest time possible.
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C. Equipment Procurement
 

5.09. The development of technical specifications for
 

replacement of an odrotary exchange in Zamalek, a PABX
 

system and microwave link of the Cairo airport, and mobile
 

exchange vans will be a routine matter for the U.S.
 

Consultant and ARETO engineers. Procurement of other
 

types of equipment include: Maintenance and other vehicles,
 

some air-conditioning units, testing equipment and other 

s~...il zintcnance and related tools. Procurement of these 

itc::.. should also be a simple matter following A.I.D. 

procurement regulations. It is planned that the U.S. 

Consultant assist ARETO in the preparation of detailed 

specification :, IFB and evaluation format so that the 

award can be made for the replacement of the Zamalek
 

rotary exchange, PABX and microw,-e links on a turn-key
 

basis.
 

5.10. None of the above equipment is in the category
 

of being technologically new and innovative. Consequently,
 

the installation, procurement and utilization of this
 

equipment should present no special difficulty.
 

D. Summary
 

5.11. A.I.D. will loan finance a $7.5 million technical 

assistance package for the Egyptian telecommunications 

sector. The availability of this varied technical exper­

tise is readily available in the United States, as is the 

telecommunications equipment to be procured under the 

loan. USAID foresees no serious technical obstacles to 

the successful iinplementation of this project.
 

E. Cost Estimate
 

5.12. The capital cost of the project has been estimated
 

by CTC. These cost estimates have been reviewed by ARETO
 

and USAID and are considered reasonable. Equipment cost
 

estimates were based on market prices in effect in June 1978.
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5.13. The totalcoit of the project, expressed in
 
dollars at the parallel markez rate (L.E. 1.00 = US$1.43), is
 
$48.5 million, of which the equivalent of $8.5 million is the
 
Egyptian pound cost and $40.0 million is the foreign exchange
 
cost. The aforementioned Egyptian pound cost does not include
 
the salary costs of ARETO personnel assigned to this project.*
 
Technical assistance accounts for 18.75% ($7.5 million) of
 
total project costs; equipment and equipment-related activities,
 
including shipping, accounts for 71.25% ($28.5 million); and a
 
conting;ency and escalation factor of 10% ($4.0 million) has
 
been included. Both ARETO and USAID consider that the $7.5
 
million for technical assistance is the maximum amount which
 
should be disbursed under the A.I.D. loan. This represents
 
a 600-650 man-month effort by a US Consultant and is con­
sidered satisfactory to accomplish the tasks described in
 
Anncx 0. Consequently, the $4.0 million contigency and
 
escalation factor included in the cost estimate is actually
 
14% of the total costs of equipment and equipment-related
 
activities, and is considered satisfactory.
 

* The estimated cost of salaries for ARETO personnel assigned to 
this project is L.E. 2.0 million (or the U.S. dollar equivalent
 
of $2.8 million). If the salary costs of ARETO personnel are
 
considered as part of the GOE contribution, the GOE contribution
 
(U.S. $11.3 equivalent) would amount to slightly more than 285
 
of total project costs.
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EXHIBIT V-i
 

ESTIMATED COST SUMMARY
 
(in 000s L.E. and U.S.$)
 

Category 


Technical Assistance & Training
 

Assistance to ARETO & MOC: 


Planaing
 
Training
 
Procurement
 
Accounting, Financial &
 

Personnel
 
SIP
 

Equipment & Equipment-Related 


a. Replacement of 20,000-Line
 
Zamalek Exchange
 
(i) Exchange Equipment 


(ii) Outside Plant 

b. PABXs (3,000 Lines); E.G.,
 

for Cairo Airport 

c. Microwave Links to Important
 

Locations; E.G., Cairo 

Airport
 

d. Mobile Exchange Station Vans
 
(3,000 Lines) 


e. Ralief Equipment for
 
Customers Using Rotary
 
Exchanges 


f. Air-Conditioning, Vehicles, 

Tools, Test Equipment & 

Miscellaneous Hardware
 

Contingency and Escalation 


Total 


$ L.E. 

(A.I.D.) (G.O.E.) 

1/ 
$ 7,500- L.E.l,500 

28,500 3,750 

$ 8,000 
10,000 

2,000 

1,000 

1,500 

3,000 
21 

3,000=­

4.000 750 

$40,000 L.E.6,000 

1/ See Annex 0 for scope of work.
 
2/ See Annex P for illustrative list of equipment which will be
 

financed by the A.I.D. loan.
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VI. MP ;,?,ALYS:S
 

A. Need for Imuroved Telecommurication, System­

6.01 While the need for an improved telecommunications system

is obvious, i is worthwhile to present the following general

sta.tement. :n the modern industrialized world fast and efficient 
telecornunicanions service is essential for the smooth and ef­
ficient func'tionin- of business. Tndustrialization is define(d
here as the -u)rcess of increased stecialization of the factois 
o' production; as the level of specialization increases, each
 
factor -oerfor... a smaller portion of the productive process. In­
creased industrialization and industrial complexity bring about
 
the interdependence of all participants in the economy. 
 In an
 
economy of subsistence agriculture where each famTily produces its
 
own food, clothing, and shelter, and has little or 
no trade or
 
even contact w,,ith others, there is little need to communicate.
 
The family itself is the economic unit. On the other hand, in an

industrialized and diversified market economy, fast and efficient
 
means of communications are necessary to carry out the exchange

of information required among all of the participants. Since no
 
person produces all of the goods he consumes, everyone is dependent
 
upon others for 7uny goods and services. With increasing indus­
trailization and interdependence, an 
increasing amount of information
 
must be ex-hanged among the participants of the economy. 
Tele­
communications constitute a vital link in tying the various 
sectors
 
together into a smoothly functioning economic unit.I/
 

B. Reason for Condition of Past and iresent Telecomunicatiors
 
System in EgCynt. 

6.02 Paras. 2.12 and 2.13 explain, in very general terms, the 
coor condition of the telecommunications system in Egypt. There 
are various reasons why Egypt's telecommunications system has not
ke6t pace with the needs of the country. Because of the heavy
defense burden the country has carried for many years, as well as 
other factors, funds have not been available to improve and expand

telecommunications facilities. 
 in addition, the sudden increase
 
in Cairo's population after the 1973 war 
(largely because of refugees

from cities on the Suez Canal) caused particular problems for Cairo.
 
As a result, the present system is congested, and service is not

available to many who need it and are willing to pay. 
CTC conducted
 

l/ Linda Lee Bower, "Telecommunications Market Demand and
 
Investment Requirements", Telecommunications Journal,
 
March 1972, p. 178.
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interview-, with numuber of large international firms ir, Cairo 
who indisated that business is seriously impaired by the de­
teriora:ion in :.one service and most consiJ"er it a 7--ave 

rob . -'D ::J-:1 ca l requires many di:ing :mttempt ; 
rt~rn.atIs::.7 -i ' ak> severa! days 2 "omptet ; and when 

coet.., c,:.vnis frenquently difficult. 

C. Dee~mn.eman: 2 

6.63 t :n r',peatudly, one of ti,( principle purposes of 
thie proJ,.c! i:, t', as ist ARETO to improve the efficiency and 

tffcti'en' of th.. pr',sent teiccomsunica-ions system and to 
devt.iop an', I . :'. program to improve ARETO's management and 
opra n i:ras. .O1-2.il. Indeed even if there were 
no expn in d and con temp~i~td, tne validity and integrity 
o: tll.:; spo .ct; %o%61d r(tmaln int act. Nevertneless, expansion 

a necessary ill -nt of Egyt's economic development and the 
foliowing paragrsphs will discuss CTC's demand projections. 

1. Methodolo- for Demand Forecasts 

6.0-4 There are a number ,f elements in the demand forecasts for 
telecommunir.i;s service. These include domestic and inter­
national telephone, telegraph, and telex. For each of these 
&eleetsocorr,.-on wasljcreiored with an economic parameter 
ann an er>.';,cn dsve.cmli.- The correlation parameters used in 
these equations ,'is-du below. 

Dcpendert iLabIe Independent Variable 

Telephone Density GDP per capita 
Domestic telegrams per capita GDP aer capita 
Domes-ic T.elex calls per capita GDP per capita 
Internation.ol telephone calls Foreign trade and 

tourist receipts 
Inzernstioni telegrams Foreign trade and 

tourist receipts
 
International telex messages Fo .eign trade and
 

tourist receipts
 

l/ The individual equations developed -aretoo long and complicated
 
to be included in this Paper but can be located in CTC's final
 
report, Volume 3.
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. o:'6.05 ach the ecuations ueveloped for the above provides 
a model 'or forecasti.g demand for one of the elements. 
A model
 
used in teleconmunications planning must provide a specific economic 
fraework for the necessary projections, because it is economic 
activity that ,en.erates telecomnunications traffic. 

a. .. oMes;-c Demand 

6. 7h thb'isis o' the telephone forecast is a correlation 
between GD? per capita and telephone density. This correlation,
accordi- t-o CTC, has proved to be a simple but effective means
of pr..ictir, thc number of telephones that will be demanded in 
a country at a giver. level of economic development. This method
 
is based on macrc analysis and provides a good basis for fore­
casting demand at the national level, but it cannot 
be used for
 
forecasting a-6 the exchange level. A separate procedure was 
carried out by CTX which plotted growtrh factors for individual 
exchange areas. This was done by taking expressed and unexpressed
emanoin eac . case and predicting growth based on an inspection

of the existing and forecasted economic activity in the area. 
The aggregate number of telephones predicted by the two methods 
closely approximated one another. 

b. Internatonal Jorecast 

6.07 Those forecasts predict future levels of demand for inter­
national telerhone, telegraph and telex services in Egypt. 
 Ab
 
Egypt's internal economic situation changes, so does its relation­
ship with the international economic community.
 

6.08 
 The forecast growth in international telephone, telegraph

and telex traffic is based on a correlation between foreign trade
 

olus receiprt:
to.... , na international outgoing telecommunications
 
planning stucies have demonstrated that this is a suitable and
 
effective basis :'or an international demand forecast.
 

c. Sub-sector Needs
 

6.09 The sub-sectors zypically are large users of communications
 
whose requirements tend to be concentrated near or between specific

locations. 
 These factors, coupled with the discretionary authority

of sub-sectors to 
use either A."EZO systems or their own networks,

make it vir-c _uI'y in-rossible for ARETO to predict their long-term
needs. Demand forecasts of sub-sectors have, therefore, rTt been
 
included in a subsequent demand forecast exhibit.
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d . Comment. ona~ g.hoi 

6.10 U.S.A.I.D. considers the methodology used (see pp.'a. 604) 
as reasonable. 1i presents a reasonable model and 
this model is 
susceptible to sensitivity analysis. That is, ARETO will be able 
to observe :ow Ahe relative maqnitude of change in one (or more) 
factors in the analysis (such as GDP) affects the magni tude of 
change in the final line forecast. 

6.12 The present telecommunications network was described in 
the Background section of this Paper. 
 CTC's twenty year forecast
 
is presented below:
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Exhibit VI-I 

Eyt 
Summary of 

Telecommunications 
Demand Forecast 

Domestic 

Telephone Lines 

198o 

1,080 

1981 

1,167 

1982 

1,271 

1983 

1,400 

1984 

1,548 

1989 

2,141 

1994 

3,099 

1999 

4,481 

(Thousands) 

Total Outgoin 

Telegraph Wordr 
(Thousands) 

174,760 183,702 192,508 201,348 212,585 232,237 250,495 270,385 

Total Cutgoing 

Telex Minutes 
(qousands) 

6,497 7,220 7,965 8,771 9,619 13,862 20,421 31,013 -
oY 

Internat ienal 

Totai Teler). ne 
Mi rutes (Thcvnos :nds ) 

27,327 29,372 31,569 33,932 37,358 53,583 78,381 115,671 

Total Cie:L h 

Words (CTou:IadJ) 

Tot,i Telex Mi-

264,726 

121,152 

275,616 

129,713 

283,635 

138,881 

298,716 

148,698 

315,183 

162,878 

385,440 

229,176 

477,774 

330,731 

592,185 

474,857 

utes (Thousands) 



VII. FINANCIAL ANALYSIS
 

A. Historical Financial Performance of ARETO
 

7.01. ARETO's Balanc- Sheet and Income Statements for the
 
period 1973-1977 are presented further on in this section.
 
ARETO's accounting statements do not present ARETO's financial
 
performanuc and situation in accordance with normal inter­
national telecommunications accounting practices. The reason
 
for this is that, as a Government Board, ARETO follows the
 
Egyptian Standardized Accounting System (SAS), whose main
 
objective is to provide comparable basic data through
 
standardized accounting statements for macro,.conomic
 
planning and control purposes.
 

1. Balance Sheet
 

7.02. ARETO's assets it December '31, 1977 were estimated 
to total L.E. 228.3 million, of which approximately L.E. 61.6 
million were classified as current, liabilities totaled 
approximately L.E. 174.1 million, of which L.E. 136.5 million 
were long-term, and equity was approximately L.E. 54.2
 
million. ARETO's current ratio was 1:9:1.0 and its long­
term debt to equity ratio was 2.5:1.0, both very conservative.
 
Following are the Summary Balance Sheet figures for the years
 
1973-1977, more detailed figures are presented in Annex K.
 

Historical Balance Sheets
 
(in L.E. 000,000)
 

Actuals Estimated
 
1973 1974 1975 1976 1977
 

Cash and Receivables 13.0 15.6 18.5 25.0 26.4
 
Total Current Assets 27.7 34.3 43.5 57.4 61.6
 
Total Assets. 96.2 106.7 130.3 178.6 228.3
 
Current Liabilities 13.0 15.6 24.7 29.8 32.2
 
Total Liabilities 46.8 55.7 79.2 132.5 174.1
 
Total Equity 49.4 50.9 50.9 46.1 54.2
 
Current Ratio 2.1 2.2 1.8 1.9 1.9
 
Long-Term Debt/Equity Ratio 0.6 0.7 1.0 2.1 2.5
 

2. income Statement
 

7.03. The results of ARETO's operations for the years
 
1973-1.977, with significant performance ratios, are shown
 
below. Detailed statements are presented in Annex L.
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Historical Income Statements
 

(in L.E. 000,000)
 

Actuals Estimated
 
1973 1974 1975 1976 1977
 

Operating Revenue 22.4 23.8 26.0 30.0 40.8
 
Operating Expenses 17.7 19.2 21.4 23.2 27.1
 
Operating Income 4.7 4.6 4.6 6.8 13.7
 
Other Income (Net) .4 .6 .7 1.5 1.5
 
Other Expense (Int. & Comm.) 1.2 1.5 1.9 2.5 6.5
 
Net Income 
 3.9 3.7 3.4 5.7 8.7
 

As a percentage of sales (Operating Revenue), the above rep­
resent the following:
 

Operating Ratio-% 79 80 82 
 77 66
 
Operating Profit-% 21 18 33
19 23 

Net Profit-% 
 17 15 13 19 21
 

3. Comments on Past Financial Performance
 

7.04. ARETO's past financial performance has been mixed.
 
The IBRD in its appraisal report (no. 1765-EGT) showed the
 
ARETO's financial rate of return on historically-valued
 
assets averaged 9.9% for 1973-1976 (9.3%-1973; 9.1%-1974&5;
 
12.4%-1976). ARETO's revenue per main station averaged only
 
US$137 per annum in the 1973-1976 period, while corresponding
 
revenues 
for countries at a similar stage of development were
 
as follows: Ghana $211; Pakistan $224; Ethipia $236; and
 
India $253.
 

7.05. 
 The low return stenmed mainly from the imbalance
 
between staffing and pricing practices. Increases in the
 
number of employees outpaced by far increases in productive
 
assets main stations, while tariff levels were kept unchanged.

By year-end 1976, ARETO's staff exceeded the employee/telephone
 
ratio attained in 1973 by some 9,426 employees, or by about 2%
 
(see para 410, Ex~iibit IV-3). The disproportionate staff
 
increase resulted largely from GOE policies (see para 409,
 
Exhibit IV-2). It is estimated that the cost of the excess
 
staff over the 1973-1976 period amounted to 14% of the
 
operating expenses and 8% of the operating revenues.
 
Without this expense IBRD has estimated that ARETO's financial
 
rate of return would have ranged from 10% to 19% on the
 
historically-valued assets, averaging more than 12%.
 

- 34 ­



B. Project Financing Plan
 

7.06. It is proposed that this $40.0 million project be
 
financed as a loan on a two-step basis; that is, the GCE be
 
required to relend the A.I.D. loan 
to ARETO on commercial
 
terms. Proposed terms to the GOE are recommended to be at
 
A.I.D.'s lowest concessionary terms--principal repayment in
 
40 years with a 10-year grace period, with Interest at 2%
 
during the grace period and 3R during the repayment period.
 
Proposed terms to ARETO will probably be on the order of
 
principal repayment over a 15-year period including a 5-year
 
grace period, with interest at 7.5Z during the entire life
 
of the loan.
 

7.07. Total project costs are $48,500,000, of which
 
$40,000,000 are 
foreign exchange costs and $8,500,000 are
 
local currency costs.* The A.I.D. loan will finance all
 
of the foreign exchange costs of the project and the local
 
currency costs will be financed from ARETO's internal cash
 
generation. In the ever.t that ARETO does not free itself
 
of GOE regulations during the period of this loan, then
 
ARETO's net profits will continue to be transferred to the
 
GOE'and the Ministry of Finance will provide the necessary
 
local currency.
 

C. Project Profitability
 

7.08. This project is one directed mainly at infra­
structure building; in this instance the telecommunications
 
sector. The telecommunications equipment to be financed by
 
the A.I.D. loan will be mostly replacement equipment of the
 
type required to maintain and improve the present
 
telecommunications network in Egypt.
 

7.09. This project will finance a very negligible ex­
pansion of telephone, telegraph or telex facilities.
 
Consequentiy, thLis project will not directly generate any
 
notable additional funds for ARETO.
 

7.10. Indirectly, however, it is expected that at the
 
end of this project ARETO will be operating at a higher
 
level of efficiency and, consequently, there should be
 
some operating cost savings.
 

* Does not include value of ARETO payroll costs for a substantial
 
number of ARETO staff assigned to work with the U.S. Consultant.
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7.11. AKETO sees itself on the threshold of a possiblc 
expansion program where by 1989 ARETO will be able to effec­
tively satisfy domestic demand. There is general consensus
 
that the present telecommunications system is seriously
 
deficient and could not efficiently absorb this magnitude
 
of capital investments, It is for this riason that the GOE
 
has requested A.L.D. to assist ARETO in strengthening its
 
managCmenL, illnning and operating capacity. It is further 
understood by the COE that this A.I.D. loan can only estab­

.i;~ : , ' , \rp A -­ -a;aL ii ti,-s and 
th.it continuing professional assistance will be required if 
ARETO is to begin to undertake an e:xpansion program of the 
size and scope envisioned in the Master Plan. 

7.1 . In ,his initi l sta j[,p0cJtct. profitability is 
not a consideration. Ir priactically impossible to 
quantify the incremental benufits and costs to determin 
the financial internai rate of return.
 

7.13. Nevertheless, ARETO's profits through 1980 will
 
be satisfactory as recapped below: 

i/ i/ 2/ 
1978 1979 1980 

Operating Revenues-LE Millions 58 92 93 
Operating Expensez-LE Millions 33 41 50 
Operating Income -LE Millions 25 50 43 
Operating Razio -Percentage 57 45 54 
Debt/Equit iatio 3.3 3.0 4.2 
Debt Service Coverage-Times 1.1 1.4 1.5 

7.14. It is significant to note that the above figures
 
are projected on the assumption that the domestic tariff
 
structure will, in fact, become effective as shown in
 
Annex J. Also, the above figures have not been adjusted
 
for depreciation and interest (see paras 2.22-224).
 

l/ 	CTC's financial projections do not begin until 1980, the year
 
the Master Plan is to begin to be implemented. Figures for
 
1978 and 1979 are taken from IBRD Report No. 1756-EGT.
 

2/ 	From CTC's Telecommunications Sector Study - Volume 7.
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7.15 Yarnq .:act; i.r i:nrcation to currently-valued 
as5sts is not rr,.,beJcause ARETO',s asset,, have not been 
systematically revalucd. ARETO's overall financial per­
formance is also unclear due to the existing GOE/ARETO 
financial relationship. To insure the integrity of its 
financial statements and to permit the necessary net local 
currencv ac.erations to service UicK and contribute to the 
pro,pd nvecment program (Mster Plan), the following 
actjoea; by AR(TO nd/cr the COK should be completed fairly 
promptly: (i) revalue its a,,sets accounts and adjust 
th, n<nn. ., which were entered at a cost of less than fair 
market value; (2) ARETO shoui 1)c reconstitute under its 
ou, peci.l chr r" as an autonomous entity, which will 
perni it to ustablish tariff :Lructures; (e) limit staff 
ro'L,; an.d C') th, t L.Ei. 26.0 million of the total debt
 

of ARETO to the GOE be c pitalized (the amount of this
 
debt iv ;n-excs of; .E. A0 million). The Recommendation,
 
Cond.tI ons and Covenants nec ion of this paper addresses
 

the above points.
 

D. ARETO's Debt Service Capability
 

7.16 A ProjecLed Watemnt of Funds Flow for the period
 
1980-1999 is presented in Annex M. As mentioned in an
 
earlier section, these projections should be viewed as 
estimates only. It is nonetheless worth noting that 
earnings fro: operations in the 1980-1984 period could 
finance approximatel y 20% "f a substantial investment 
plan; from 1985 onward earnings from operations more 
tian 500 of the investm: nt plan. 

7.17 If the GOE commits itself to undertaking an ex­
pansion of the telecommunications sector similar to that
 
shown in the investment Plan in Annex M and if the necessary
 
debt and equity financing can be arranged--both domestically
 
and frmon
oreigasourcs--tWen indications are that
 

ARETO-Kn :-. vlcw Ubt as long as it maintains 
a 70:30 or better debt/equity ratio. Additionally, A.I.D. 
will attempt to have Lh: 20.0 Million of debt--ARETO to GOE-­
transferred to ARETO's equity account. This stipulation 
should significantly improve ARETO's ability to maintain 
a 70:30 ratio. 
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E. Egypt's Debt Service Capability
 

7.18 Egypt's external debt amounted to about $12 billion 

at the end of 1976 (figures for 1977 are not available). Of 

this, roughly one-third was to Eastern European countries 

and primarily for past military equipment imports. The $8 

billion halance includes almost $2 billion in deposit 

liabilities of the Egyptian Central Bank to the various 

Arab OPEC countries. It is estimated that nearly $1 

billion in principal repayments on medium and long-term 

debt were made in 1976. In 1977, Egypt received a loan of 

$1.5 billion from CODE which was used to substantially 

reduce its current short-term debt problem. 

7.19 Debt service requirements in the future depend
 

heovily on the extent to which new short-term debt can be
 

avoided and this prospect appears favorable. The Con­

sortium meeting in Pa-Ij in June of this year (which
 

included The principal bilateral and multilateral aid
 

lenders, as well as Egypt) appeared to result in a
 

favorable disposition on the part of the lenders to
 

provide more long-term debt financing in the foreseeable
 

future to Egypt. Over the near term, it is expected
 

that the debt service ratio (including short-term debt)
 

will move to between 25% and 30% of export and service
 

earnings.
 

7.20 In view of Egypt's heavy debt burden, A.I.D.'s
 

normal concessional loan terms are proposed--40 years
 

including a 10-year grace period on the repayment of
 

principal, with an interest rate of 2% per year during
 

'.the grace period and 3% per year thereafter. With these
 

concessioral terms and in view of the longer-term
 

favorable prospects for the Egyptian economy, we believe
 

that the prospects for repayment of the $40 million loan
 

is reasonable.
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BEST AVAILABLE COPY
 

VIII. ECONOMIC ANALYSIS
 

8.01. 
 As economic activity increases, colTunication needs grow, and
 
as Egypt becomes increasingly developed and urbanized, the

least cost means of communication for an increasing proportion

of the population becomes 
some form of telecommunications.
 
With rising urbanization and expanding private and public sector

economic development, the supply of telecommunications facilities

in Egypt has fallen far short of demand. This has been caused
by stagnati'on in telephone expansion over a 
decade; 	the average

rate of 	grow./th in telephone connections was only about 3.7% per yea,' between 1967 and 1977 as compared with a normal 10 to
14M' per year inmost developing countries. in Egypt, with
rapidly expnding telephone waiting lists, connection waiting
periods 	0i7 up to 14 years, and call failure 	rates in some areas

of over 75',, the proluction and distribution of goods, and theprovision and uidministration of services are being adversely
constrained. This iscreating a major bottleneck in the
development process an(' causinn 
scarce resources to be wasted
 
on more cotiy means of cozn nicaticn, or wasted because 
adequate communication does not take place. 

8.02. 	 The current proj-ect will contribute both equipment and technical

assistance to 
ARETO in order to improve its operation and
efficiency. Expansion or more revenue producing entities are 
not a purpose of this project. The main purpose is to improve

the efficiency of ARETO and thereby improve telephone service.
 

8.03. 
 Improving thie existing system isa prerequisite to proceeding
 
,''iti i a ,; ; P Ian. For xa ee,,plvelnechne sub.scr -ri 
are na,' -mv iv :Hai.idd ed bv controlled lou.. tariff'but the service received isalso substandard. ItARWO is to

apply the increased tariffs that are needed to justify a large

expansion in telephone services, itmust first improve the
existing service so that subscribers will accept the higher rates.At present it is estimated that 24% of calls attempted actually
go through. A major purpose of the project is to improve this

perforimanc( so that subscribers will be willing to pay higher

tariffs. The economic benefits of the project could be measured

by the increased revenues ARETO isable to obtain through these
 
higher tariffs.
 

8.04. 	 The project wili enable more intense usage of local lines, and

additional lines for both automatic and manual connections to
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(a)help slow the growth of telephone waiting lists, (b)
 
reduce loss of time caused by having to make repeated call
 
attempts, (c)reduce waste of resuurces consumed by higher
 
cost means of communications, and (d)reduce losses of
 
production and marketing efficiency resulting from lack of
 
communication. A further economic benefit of the project
 
is in improved life expectancy for the equipment now in
 
service.
 

8.05. 	 There are alternative ways to improve and expand the
 
telephone system inorder to bring it to the point where it
 
satisfies demand. The Master Plan is only one of these
 
alternatives, and others should be designed and analyzed
 
before a decision ismade. The first step before any such
 
plan can be implemented, however, is a rehabilitation of
 
the existing system, for which there is no alternative.
 
The existing system must be brought up to a level of ef­
ficiency adequate on which to build a Master Plan. This
 
will require the replacement and repair of certain equipment
 
along with technical assistance. This project is designed
 
to contribute to this necessary task.
 

8.06. 	 The World Bank is considering a project wih ARETO to begin
 
expanding telephone service in Egypt. As stated above,
 
improvement of the existing system is a necessary preliminary
 
step so that expanded service can charge remunerative
 
tariffs. Assuming ARETO can charge higher tariffs, the World
 
Bank estimates an economic rate of return for expanded tele­
phone service of 20'. This rate is calculated with labor
 
shadow priced at 75: of going wage rates and local taxes and
 
duties excluded.
 

8.07. 	 However, the estimate of benefits in this calculation was
 
based on revealed wiliingness to pay current tariff levels
 
and therefore i7 a significant underestimate of total benefits
 
since it does not include the consumer surplus which callers
 
or subscribers receive. Attempts to measure some portion
 
of the consumer surplus were made by (a)observing the
 
historical willingness of subscribers to pay for telephone
 
service, and (b)taking into account the apartment and office
 
rent differentials which some consumers now pay to have a
 
telephone, and estimating the value of time waste in Cairo
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and Alexandria on unsuccessful calls. Including estimates
 
of these additional benefits raises the economic internal
 
rate of 	return to 23%. This rate of return is still, how­
ever, a significant understatement of total benefits since
 
it does rot include other elements of the consumer surplus 
that cannot as easily be estimated, such as the savings 
in tire 	lust throughout the country on wasted call attempts,
 
nor beneif>- incurred by receivers of calls and by all 
other subscribers when additional subscribers pay to join 
the syste:<, nor by those whc benefit indirectly through the 
better adminisration of regional development, health,
 
transport, and agriculture programs, and increased urban
 
and regional business, and government efficiency.
 

8.08. 	 The proposed AID $40 million project to improve the existing
 
telecommunications system is a prerequisite to eventually
 
obtaining the above benefits of system expansion.
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IX. ENVIRONMENTAL CONSIDERATIONS
 

9.01. At the end of 1977, AID/W provided the Mission
 
with the services of an Environmental Officer to perform
 
an initial environmental examination of this proposed
 
telecommunications project.* No environmeotal action
 
was recommended at the time as the enviLonmental
 
assessment yielded a negative determination.
 

9.02. Basad on thL U.S. Consultant's recommendations
 
and plans included in its final feasibility study report,
 
this project will have no adverse effects on the environ­
mont. This project will implement a program of quick-fix
 
remedial ac:ions to improve the existing telecommunications
 
network in Cairo; will provide wide-ranging management and
 
technical assistance; and will provide a variety of tele­
communications equipment, principally to replace obsolete
 
and deteriorated equipment. Little, if any, equipment
 
financed snder this loan is destined for any expansionary
 
activities, such as new exchange facilities or outside
 
plant.
 

9.03. In fact, this project should improve the working
 
environment for a good number of ARETO employees. This
 
project will encompass the repair of facilities and the
 
institution of good housekeeping and maintenance procedures
 
which will resulL in ARETO employees working in an atmos­
phere which is cleaner and has a lower level of noise
 

pollution.
 

9.04. The _J.S. Consultant working with ARETO under this
 
projecL will be required to evaluate the environmental
 

effects of any major telecommunications equipmen: procure­
m.nt anj thcse considerations will be included in the bid
 
evaluation format. As mentioned previously, the effects
 
of this type o! equipment procurement on the environment
 
will at worse be minimal. The purpose of the U.S. Consul­
tant in its procurement activities will be more to instruct
 
and raise the lovl of environmental consciousness on the
 
part of ARETO, es7Lcially since a very ambitious expansion
 
program in tele:ommunications is envisioned in Egypt during
 
the period of inplementation of the Master Plan (1980-1999).
 

See Annex Q for the Initial Environmental Assessment.
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X. SOCIAL ANALYSIS
 

A. General
 

10.01 It is impossible to identify with any precision the
 

beneficiaries of this project so as to perform a social
 

analysis. Consequently, we have restricted this secticn
 

to an analvsis of the role of women. Annex R contains a
 

comparison ot ARETO and othL-r pubii sector companies' 
policies regarding salarie;, allowances and incentives as 

well as a discussion on employee satisfaction. 

B. Role of Women 

10.02 The eTC is silent on ha composition of the ARETO 

work forc in terms of the numbers of men and women em­

ploycd . However, an AID/Washington Teiecommunicacions 
Engineer, during one of his TDY assignment in Egypt on 

this projuct, has explored this question. The Engineer 
was advisd that wmen comprise at least 15% of the entire 

ARETO work lorc.. In economic terms, women anjoy equal 

pay with men. Additionally, ano -more important, there 

appears to bu a fair number of women occupying various 

profesnional dositions. This the Engineer verified 

physically during his tours of the ARETO offices, out­

side and inside pianc facilities, and the Training Center. 

His discussions with top ARETO management officials 
to discriminate
indicated Lhat it is ARETO's policy not 


against women. There is no reason to indicate that this
 

stated policy is not being implemented.
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A. Schedule
 

11.01 	 At tnis time, it is not possible to provide a detailed implemen­
taticn ."chedule. A firme_- and realistic project schedule will be 
available once AT.IT0 and A.I.D. receive technical proposal; ro'.'a,;d 
the end of this er based on a scope of services required for 
t-'spro ....(: Annex 0 f',r rrposed project scope of work). 

11.02 	 A pr-c1 .tl jc s.....Cule will be prepared by the U.S. Consultant 
ba .',-d cot..cal procnosal. A ncti(-e fnviting interested 
firm.o submlt their cualifications to undertake this project 
was rubi'shad in -he Co:rr.erce usiness Daily (CBD) in mid-June, 
with a clo;:ing date of July 31, 1978. Thn pre-imolementation 
actic-n should :;llow for a contract to be signed and the U.S. 
Con2..ltant to commence work by Mrch, 1979. 

11.03 	 With the above qualification, the overall project schedule should
 
be as follows: 

Loar Authorizat4ion Approved 	 Aug. 1978 
Loan Agreement Signed 	 Aug. 1978 

Conditions Precedent Met l/ 	 Jan. 1978 
Project Consultant Employed 	 Mar. 1979 
Preparation of Training Program 	 Mar.-Sept. 1979
 
Preparation of Pifority Programs and SIP Mar.-Sept. 1979
 
Pre-o ;.raiun of IFB's 	 Mar.-Sept. 1919 
Projec-. 	lv u-'ion Oct. 1979 
Project 	 lv- Oct. 1980-:on 


Con sultant inal .:en.ort March 1981 
D.;,lPate -rOening L/C Sept. 1981 

TtIn-Key £ ect. omleted March 1982 
.Ecuipment Pe c .'er March 1982_
 

Project Assistant, Completion Date March 19 2
 
Final E-valuation (,-nd of project) Aug. 1982
 
Terminal .. Date 1982
brsement 	 Sept. 

B. Ci'tr- c-t f":,cedure/Procurement, 


11.04 	ARETO will anhere to Handbook 11 (Country Contracting-Procurement
 
of ProfessLonal Services) in selecting and contracting for all
 
consultants. The U.S. Consultant will assist ARETO to prepare
 
iFB's - technical specifications and general terms and conditions ­

and evaluation formats for selecting the lowest responsive bidder.
 
Some of the IFB's (e.g., for the replacement of the Zamalek ex­
change) will be bid out on a turnkey basis. The U.S. Consultant
 
will advise ARETO to insure that the procurement of equipment to
 

i/ Peoples Assembly will reconvene in Iovember, 1978 after
 
the period of Ramadan and this is the reason for the 150
 

day requirement to meet CP's.
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i..conlucoed in confcrmLty with A.I .. regu­be f.anced V;' is 

lations. !he U.2. Consultant will also work with ARETO no monitor 

turnkey conractor' perfor.mance, i.e., that work is progressing 

on sche u e and maintenance of quality of work and equipment is 

in accrrar th ans and specific cns. is mentioned in 

para. 117. V is expectea that the '*.S e :ultart will review 

....... rer .ocmenis to determine reasonable­ad: G'v e 


ness io -;E.. A ' s neds and in conf,,-ormace with a rational
 

proccufrm'ent p:orn. 

11.05 	 All equi:rr.:., materials a:nc services financed by the A.I.D. loan 

will be P2 U.S. source and origin. 

C. A.I.D. FPncinS Pro'edures 

financed by Letters
11.06 	 All prwvurYE:m finn.od by this loan will be 


of CcKmen (L/,omm), a well the cost of services performed by
 

U.S. Nnntlant. At the request of AP,,I"O, A.I.D. will either 

issue d/r c-. f r procur-.met and services to the U.S. 

firrs ir :-n,: 1"Cins wnr a U.S. biuk(s) selected by ARETO. 

W'o: 	 will is. tie items eli.gib e for loanThe proc ..e... 

aroli t . of Credit will be issued
financing,,andJ letters 


thereunder no suopliers furnishins equipment and materials.
inelirible 

D. Monit .re , o 

of ' 	 Ln r t .S.A.l.D. will issue an
&107 	Upon ... 

Tnm. -no, Y tor wrich, ' ng ocher things, will contain
 

t .. on 	the types of reports
the ncessartW c 

(e.g., prcgro : and shippin7 and the reporting formats to be 

u m the l f the nr'oject, he U.S. Consultantfollowed. 7 

e roject ensure satisfactory project progress.w.on. 
Any roatine borles, together with correspondinr . ge 1ted 

nil! be brought to the attntion of U.S:.I.D. in thesolutions, 
from the Consultant -nd AE Seriousform Q .on-hly reports 

u the
problems rec ~iv irzediave attention will be b'ought 

peror ,' . .. U.S.A.TD. Manager and hi':ui the Project 

Project progress will be determined bycounmeroart in ASETO. 


measurin: aciua! results against the project schedule developed
 

by the U.S. Consultant (see para. 1i.01-1.02) and will be discussed
 

at :;mi-annua! meetings between ARETO, the U.S. Consultant and
 

U.S7.-.i.•
 

E. Evn] Uiu n 

One year after the execution of the Loan Agreement, a joint
11.08 

USAID/ARFTO evaluation of the project will be conducted to
 

examine whether:
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(a) the 	 ei'. :y of crojects inputs is on schedule; 
(b) the 	aasz:.tionz naie are still valid; and 
(c) the 	project outputs can be comrleted as originally scheduled. 

11.09 	 One year after the first evaluation, a second evaluation will be
 
conducted in <he same manner and with the sane scope as the initial 
evaluation. Thto annual evaluations will, of course, determine if
 
any corrective steps should be undertaken and if redesign is 
necessary.
 

11._ 	 ARETO and U.S.A.I.D. will conduct an "ex post facto" evaluation to
 
det ermine that the end of project conditions have been established.
 

F. Eligibiity Date 

1.11 	 The eligibility date for financing aay U.S. dollar project cost
 
will be the date af signing of the Loan and Sub-Loan Agreement
 
by authorized representatives of the Arab Republic of Egypt,
 
the Government of the United States of Anerica, and the Arab
 
Republic of Egyt Telecommunications Organization (ARETO).
 

G. Terminal Dates
 

11.12 (i) Conditions Precedent
 

The terminal date for meeting Conditions Precedent will be 150 days 
from the date of loanAgreee. sioning; the date by which funds 
will be neaed fi"nance the services of the U.S. Consultant 
(see footnote para 11.03).
 

11 .13 (ii let-ea of Commitrent and Disbzrsement 

The terminal date for open:ng Letters of Commitment will be 
September 30, 1981, the date by which all or-er- will be plced; 
and the terminal date for disbursement will be Sertember 30, 1982, 
six months after all equipment has teen received to rermit time 
for testing and allow for final payets. The Project Assistance 
Completion Date (PACD) is March 7782. 
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XII RECOMM-NENDATION, CONDITIONS AND COVENANTS
 

A. Recommendation
 

1201. Subject to the conditions and covenants listed below,
 
we recommend that A.I.D. authorize a Loan 
to the Government of
 
Egypt in the amount of 
 $40 million for technical assistance for
 
improvement of the present telecommunications system and to steng­
then thc management, operations, planning, training and financial 
functions of ARETO; 
and for the purchase of telecommunications and
 
related equipment. We further recommend that the loan terms to the
 
CE be that the Loan principal be repaid in 40 years, including a 
LO-year grace poriod, with interest at two percent (2%) per annum 
during thc grace period and at 
three percent (3%) thereafter; and
 
that the GCvrrtent af Egypt relend the funds to ARETO at terms
 
ane cond tions ::;is.factory to A.I.D. Procurement 
 of equipment
and services shall be of United States source, origin and nationality.
 

B. Conditions Precedent to Disbursement 

1. Conditions Precedent to 
First Disbursement of
 
Loan Funds
 

1202. Prior to the first disbursement under the Loan, or to
 
the issuance by AI.D. of documentation pursuant to which disburse­
mert will be made, the Borrower will, except as the Parties may 
otherwise agrcee in wciting, furnish to A.I.D. in form and 
substance
 
satisfactozv tc A.I.D.: 

*( a) An opinion of the Egyptian Minister" of Justice 
or other Legal Counsel acceptable to A.I.D., that the Loan Agreement 
and the Reloan Agreement have been duly authorized and/or ratified by,
and executed on .,>eIlf of :I!.e Borrower and ARETO, and that they
constitute valid and legally-binding obligations in accordance with 
all of their zerms.
 

* (b) A statement of the names of the persons holding 
or acting in the offices of the Boirower and ARETO specified in the 
Loan Agreemenc, and of any additional representatives, together 
with a specimen signature of each person specified in such state­
ment.
 

* (c) A Reloan Agreement satisfactory to A.I.D. for the
 
Project between the Borrower and ARETO pursuant to the Covenant
 
described in Section 1205(c) below.
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* id) An executed contract acceptable to A.I.D. for
 
the consult:ng services for the project with a firm acceptable to
 
A.I.D.
 

2. Conditions Precedent to Disbursement for Equipment
 

1203. *Prior to any disbursement under the Loan, or to the
 
issuance by A-.I.D. of documentation pursuant to which disbursement
 
will be mad! 'o. equipment, the Borrower will, except as the Parties
 
may otherwi. 
 agree in writing, furnish to A.I.D. in form and substance
 
satisfactory to A.I.D. a Procurement Plan, approved by the U.S.
 
Consultant fnded under the Loan, for all procurement planned by ARETO
 
through the end of calendar year 1981, showing specific items, quantities,

estimated prices and timing of such procurement.
 

3. Condition Precedent to Disbursement for Training
 

1204. "PPior to disbursement under the Loan, or to issuance by A.I.D.
 
of documentation pursuant to which disbursement will be made for training,

the Borrower ill, except as the parties may otherwise agree in writing,

furnish to A.I.D. in form and substance satisfactory to A.I.D., a propos­
ed training -)rogram showing the categoryof the trainees, and the nature,
 
length and :)urpose of the training.
 

C. Covenants
 

1205. 
 The Loan Agreement will contain A.I.D. Standard Covenants.
 
In addition, the following covenants will be included:
 

* (a) The Borrower agrees to provide or cause 
to be provided
 
for the Project all funds, in addition to the Loan, and all other resources
 
required to carr-'out the Project effectively and in a timely manner.
 

* (b) In order to assist ARETO in carrying out the Pruject,
 
the Borrower shall relend to ARETO the proceeds of the Loan under a
 
Reloan Agreement ("Reloan Agreement") to be entered into between the
 
Borrower and ARETO under terms and conditions satisfactory to A.I.D.
 

* CP's and covenants to be included in the authorization are
 
marked with an asterisk.
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(c) Except as A.I.D. may otherwise agree in writing,
 
within one year from the date of the Loan Agreement, Borrower and 
ARETO agree thiat ARETO shall prepare a tariff rate structure for the 
1980-198.5 period, taking into account the observations of A.I.D. and 
the IBRD on thr subject. The proposed rate s tructure should show 
tl. IWe p Lj ectod local currency and fore i g'n exchange generations 
are sufficient to cover the costs of future operations, service local 
and foreign debL and provide an acceptable contribution to capital 
investment.
 

(d) Except as AID may otherwise agree in writing, within 
one year from the date of the Loan Agrement, the Borrower and ARETO 
shall take the necessary legal action to reorganize ARETO under its 
own special charter as an autonomous entity, with the following 
authorities and rights: 

(1) To establish subsidiary companies able to 
participate in joint ventures under the provisions of Investment
 
Law No. 43. 

(2) To establish a reasonable rate/tariff structure.
 

(3) To establish a reasonable wvage rate structure. 

(4) To be free from Egyptian Government employment
 
quotas.
 

(5) To discharge unproductive workers. 

(6) To eliminate the ARETO legal obligation to turn 
over all its profits to the Ministry of Finance and to depend upon the 
Government budgetary process to gain necessary operating and investment
 
funds.
 

(7) To appoint top managers without prior Governmental
 
approval.
 

(8) To establish accounting, financial reporting and
 
inventory disposal systems designed to serve the telecommunications
 
industry, free of Governmental requirements.
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(e) Except as A.I.D. may otherwise agree in writing, within one
 
year from the date of this Agreement, Borrower and ARETO shall take all
 
necessary actions such that ARETO will revalue the following asset ac­
counts using replacement value less depreciation: (1) the assets
 
acquired from the Borrower either as a donation or for nominal amounts,
 
and (2) the assets acquired and recorded at the official exchange rate.
 

(f) Except as A.I.D. may otherwise agree in writing, within
 
one year from the date of this Agreement, ARETO shall freeze the number
 
of its staff at its then present level, and adopt a policy that the
 
number of new hires cannot exceed theannual turnover rate.
 

(g) Except as A.I.D. may otherwise agree in writing, within
 
one year from the Date of this Agreement, Borrower and ARETO agree that
 
ARETO will transfer LE 20 million of the monies owed by ARETO to the
 
Borrower from a liability account to an equity account.
 

(h) Except as A.I.D. may otherwise agree in writing, within
 
one year from the date of this Agreement, Borrower and ARETO agree that
 
ARETO will maintain a debt to equity ratio of 70:30.
 

(i) Actions of Borrower. The Borrower shall not take or
 
permit any of its political sub-divisions, or any of its agencies or
 
instrumentalities, or any agency or instrumentality of any of its
 
political sub-divisions, to take any action which would prevenet or
 
materially ii.. ere with the performance by ARETO of any of its
 
obligations und, this Agreement or the Reloan Agreement, and shall
 
take or cause to be taken all reasonable actions which shall be requir­
ed on its part in order to enable ARETO to perform such obligations.
 

(J) ARETO will take all reasonable steps to implement the
 
Service Improvement Plan (SIP) as detailed in the Telecommunications
 
Sector Study Report.
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OFFICE OF THE DEPU Ty CHAIRMAN N A 

Mr. Donald S. Brown,
 
Director,
 
Agency for International Development,
 
American Embassy,
 
Cairo. 
 July 22nd. 1978
 

Dear Mr. Brown,
 

One of the major problems Egypt faces in its

economic development efforts is the 
lack of a modern, depen­
dable and efficient telcommunications network to service the

commercial and industrial sectors of the country. 
Egypt's
Five Year Plan FYP-1978-1982 will result in a substantial ex­
pansion in the commercial and industrial activities and a re­
liable telcommunications system is imperative if this projec­
ted economic expansion is to become a future reality. Alsothe growth in the demand for telephones by the Egyptian citi­
zens is very substantial during the coming period. 
However,

additional assistance to ARETO is necessary. 
Assistance i.s
 
,specially required in a waole range of management activ.ties,
 
from planning to training, as well as for replacing old and
 
obsolete telcommunications equipment,
 

With the limited resources as its disposal,

the Arab Republic of Egypt Telco-munications Organization _ 
(ARETO) has undertaken a num.ner of projects aimed at rehabi­
litating the present telcommunications system and expanding the 
the number of lines to satisfy a very smLll portion of tele­
phone subscriber requests.
 

We, therefore, req:.est financial assistance
 
from the Governjment of the United States, 
on a loan basis, to
 
cover the estimated $ 40.0 million foreign exchange require-


I CAPITAL DEVEL-OPMNT 

iM AJOR 



INVESTMENT 
AND 
FREE ZONES 
AUTHORITY 

OF THlE DEPUTY CHAIRMANOFFICE 

ARETO will provide all the local
 ments of this project. 


currency necessary for the project 
from its operating
 

revenues.
 

Sincerely Yours,
 

9-I'. '( 
Gamal Ei-Nazer
 
Deputy Chairman
 

For Investment Authority
 

In Charge of American Aids to Egypt
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5C(2) - PROJECT CHECKLIST
 

Listed below are, first, statutory criteria applicable generally to projects with FAA funds, and
then project criteria applicable to individua 
 fund sources: Development Assistance (with a sub­category for criteria applicable only to loans). 
and 	Security Supporting Assistance funds.
 

CROSS REFERENCES: 
 IS COUNTRY CHECKLIST UP TO DATE? 
 IDENTIFY. 
 HAS STANDARD ITEM CHECKLIST BEEN
 
REVIEWED FOR THIS PRO*JECT?
 

A. 	GENERAL CRITERIA FOR PROJECT.
 

1. App. Uanumbered; FAA Sec. 653(b) 	 (a) The project was included in
the FY 1978 Congressional
 

(a)Describe how Cornittees on Appropria-
 Presentation.

tions of Senate and House have been or
 
will be notified concerning the project; 
 (b) The amount is included within
(b) is assistance within (Operational
Year Budget) country or international 
 the level of funds appropriated
oroanization allocation reported to 
 for Egypt for FY 1978.

Congress (or not more 
than $1 million
 
over that figure plus 10%)?
 

2. 	FAA Sec. 611(aj(1j. Prior to obligation

in excess of $ 0 ,00, will there be (a) 
 Yes
 
engineering, financial, 
and other plans
 
necessary to 
carry out the assistance and
 
(b) a reasonably firm estimate of the
 
cost to 
the 	U.S. of the assistance?
 

3. 	FAA Sec. 611 a( 2. If further legis- No further legislative action

lative action is required within recipient 
 is required other than
 
country, what 
is hasis for reasonable
expectation that such action will 
be ratifying the loan agreement.

completed in time to permit orderly
 
accomplishment of purpose of the assis­
tance?
 

4. 	FAA Sec. 611(b); App. Sec. 101. 
 If for
 
water or water-related land 
resource 
 N.A.
 
construction, has project met the stan­
dards and criteria as per Memorandum of
 
the 	President dated Sept. 5, 1973
 
(replaces Memorandum of May 15, 1962;
 
see Fed. Register, Vol 
38, No. 174, Part
 
III, Sept. 10, 1973)?
 

5. 	FAA Sec. 611(e). If project is capital 
 Yes. See Annex N.
 
assistance (e.g., construction), and all
 
U.S. assistance for it will 
exceed
 
$1 million, has Mission Director certified
 
the 	country's capability effectively to
 
maintain and utilize the project?
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Part I 
[*aa 	 NO.- I VVTCiV1 OAVI ... ... 

5C(21-2 February '5, 1978 3:'9 	 AID HANDBOOK 3, App. 5C 

A. 

6, 	FAA Sec. 209, 619. is project susceptible
 
"'his project is not susceptible Of
 o ey7cution as part oi tecanal or mu'tl-

latere', pro'ect? !f so wny is oro.ject not execution as part of a regional or 
so executec? 'onm'z o and conc'usion multilateral project. However, fature 
whetner assistance wi! encourage
 

s 	 aid assistance to thr telecommiications
regoral evelopmen r 

ndeo)endent 	 sector may be so suoceptible, especiallyassistance is for relwy 
country, is it furnished ;'irOugh multi- when the institutional base can support an 

latera organizations or plans to the expansionary program. Egypt is not a 

eo newly independent country. 

7. 	 FAA Sec. 601(a)i (and Sec. 201f)_ for 
r-  
Teo ,me'toiJ ormat I a-r- (d) This project will improve the 

c 1zs ctier proiect will technical efficiency of industry,!! encourage 
efforts of the country to: (a) increase 
the flow of international trade; (b) fos- agriculture and commerce. It will do so 

ter private initiative and competition; by improving the management and operations 
and 	 use of of ARETO, the Egyptian Telecommunications(c) 	 encourage development 

efficient
cooperatives, crecit unions, and savings operating company; and a more 

and loan associat'ons; (d) discourane 
efficient and
monopol stic pructices; 1e) improve ARETO will lead to a more 


technical efficiency of industry, agri- dependable telecommunications network,
 

culture and comierce; and (f)strengthen which is the backbone of economic
 
free iaoor uniuns. development.
 

8. 	FAA Sec. 601(b). information and con­
clusion on how project will encourage All commodities and services financed 

U.S. private trade and investment acroad under the loan will be procured from
 

and encourage private U.S. participation
 
U.S. suppliers.
in foreign assistance programs (including 


use of private trade channels and the
 
services of U.S. private enterprise).
 

9. 	 FAA Sec. 612(b); Sec. 636hi. Describe 
The 	loan agreement will so provide.
steps taken to assure t a, to tne 
All 	local currency required will be
maximum extent possible, the country is 


contributing local currencies to meet provided by ARETO and/or the GOE.
 
the cost of contractual and other
 
services, and foreign currencies owned
 
by the U.S. are utilized to meet the cost
 
of contractual and other services.
 

10. 	 FAA Sec. 612(d). Does the U.S. own excess Yes. Release by the GOE is not'a 

foreign currency and, if so, what arrange­
problem at present.
its 	release?
ments have boen mace for 


B. 	 FUNDING CRITERIA FOR PROJECT 

1. 	 Development Assistance Proect 'iteria 

a. FAA Sec. 102(c); Sec. !!l; Sec. 28'a.
 
Extent to which act'vity wi (a) eff-ec- N.A.
 
tively involve the poor in deve'opment,
 
by extending access to economy at local
 
level, increasing labor-intensive pro­
duction, spreadi,,n investment out from
 
cities to small towns and rural arean,"
 
and (b) help develop cooperatives,
 
especially by technical assistance, to
 
assist rural and urban poor to help
 
themselves toward better life, and other­
wise encourage democratic private and
 
local governmental institutions?
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b. FAA Sec. '3,.C 3A'_3, 105, 106,
'07. s.-'i c.(s rc " c..e j a i abl , 

. 7c'ude a:e raq h -­orly Da , Nro.Ap 

e.c.,a, b, etc. e),ci corre-sponds to N.A.
 
source of f.nds u,;e. if -ore than one
 
fund source " userd for project, 7nclude
 
relevant paragrap' ior eacn fund source.]
 

(1) [103] for aoriculture, rural develop­
ment or nutritlon; if so, extent'to
 
which activity is soecifhca'ly N.A.
 
designed to 'ncreas,, product',/ty
 
and income of ru-a' poor; 03Aj
 
if for agricul:uroi research, is
 
full acccnt taken of needs of small
 
farmers;
 

(2) [104] for population planning or
 
health; if so, extent to which N.A.
 
artivity extends low-cost, integrated
 
delivery systerrs to provide health
 
and family planning services,
 
especially to rural areas and poor;
 

(3) [105] for education, public admin­
istration, or human resources N.A.
 
development; if so, extent to which
 
activity strenqthens ronformal
 
education, makes formal education
 
more reevant, especlally for rural
 
families and urban poor, or
 
strengthens management capability
 
of institutions enab'ng the poor to
 
partlcioate in development;
 

(4) [106] for technical assistance,
 
energy, research, reconstruction, N.A.
 

and selected development problems;
 
if so, extent activity is:
 

(a) technical cooperation and develop­
ment, espec'ally with U.S. private N.A.
 
and voluntary, or regional and inter­
national cevelopment, organizations;
 

(b) to help alleviate energy problem; N.A.
 

(C) research into, and evaluation of, N.A.
 
economic development processes and
 
techniques;
 

(d) reconstruction after natural or N.A.
 
manmade disaster;
 

(e) for special development problem,
 
and to enable proper utilization of N.A.
 
earlier LJ.S. infrastructure, etc.,
 
assistance;
 

(f) for programs of urban development, N.A.
 
especially small labor-intensive
 
enterprises, marketing systems, and
 
finanrial or r,',-or institutiont tv
 

help iroan poor participate in
 
economic and social develoruent.
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(5)[107] by grants for coordinated
 
private effort to develop and 

disseminate intermediate technologies
 
appropriate for developing countries.
 

c. FAA Sec. 11l0.a); Sec. 208 1el, Is the 

recipient country wi ing to contribute
 
funds to the project, and in what manner
 
has or will it provide assurances that it
 
will provide at least 25% of the Costs of
 
the program, project, or activity with
 

r
respect t which the assistance is to be
 
furnished (or has the latter cost-sharing

requirement been waived for a "relatively

least-developed" country)?
 

d. FAA Sec. l0(b). Will grant capital 

assistance be disbursed for project over
 
more than 3 years? if so, has justifi­
cation satisfactory to Congress been made,
 
and efforts for other financing?
 

e. FM Sec. 207; Sec. 113. Extent to 
which assistance reflects appropriate 
emphasis on; (1) encouraging development 
of democratic, economic, political, and 
social institutions; (2) self-help in 
meeting the country's food needs; (3) 
improving availab~lity of train,d worker­
power in the country; (4) oroqralis 
designed to meet the country's health
 
needs; (5) other important areas of 
economic, politicail, and social develop­
ment, including industry; free labor 
unions, cooperatives, and Voluntary
Agencies; transportation ana communica­
tion; planning and public administration;
 
urban development, and modernization of
 
existing laws; or (6) integrating women
 
into the recipient country's national
 
economy.
 

f, FAA Sec, 281(), Describe extent to
 
which proqram recognizes the particular 

needs, desires, and capacities of the
 
people of the country; utilizes the
 
country's intellectual resources to
 
encourage institutional development;
 
and supports civic education and training
 
in skills required for effective partici­
pation in governmental and political
 
processes essential to self-government.
 

N.A.
 

N.A.
 

N.A.
 

N.A.
 

N.A.
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g. FAA Sec. 20!b)(?)-(4) and -18); Sec. N.A. 
201 ( DoTh7~~
es 
the activity (2ve -Juor,dl(?promise of
 
contributinq to the diveloptlent: OF
 
economic resources, r o the increase of
proauctive ca)acities ard ,e'f-sustainipg
 
econom'c growth; or of 'cucational or
 
otner institutions drecttd toward oocial
 
prodress? 's It refitej to 	 and consis­
tent with ot'ier deveupment activities,
 
and will it contribute to realizable
 
long-range ohj,'.tivus? And does project
 
paper provide information and conclusion 
on an activity's economic anid tecnnical 
soundness?
 

h. FAA Sec. 201(o(6); Sec. 211p_)__L .

Infornat-on and conc-i-onnp-F ossib~e N.A.
 
effects of the ass~stance on U.S. economy,
 
with special reference *o areas of sub­
stantial labor surp.us, and eAtent to
 
which U.S. cormodities and assistance
 
are furnished a mTimerne
in consistent with
improving or safequarding the U.S. balance.
 
of-payments position.
 

2. Development Assistance Proiect Criteria
ILoans onv 

a. FAA Sec. 201(b)(1). Information
and c-oncusion on aTaTlab'lity of financ- No other donor has indicated an interesting from other free-world sources, in participating in this project.
including private sources within U.S.
 

b. 	FAA Sec. 201(p(2) 201(d. Infor­
"
mation and conclusion -oT) capacity of Yes. (1) See paras on Egypt' Debt Service
the country to repay the lioan, including capacity in this Paper. (2) Lending and
reasonableness o, repayment prospects, relending terms are appropriate. Relending


and (2) reasonaneniess anC 	 lenality
(under laws of country and 1.S.) of terms are similar to thoe of recent IBRD
lending and relencing terms of the loan. loan.
 

c. FAA Sec. 201(e). if loan is not N.A.
 
made pursuant to a multilatera l p'an,

and tne amount of trie !oan exceeds
 
$100,000, has country submitted to AID
 
an application for suci funds tonether
 
with assurances to indicate that funds
 
will be used in an econorically and
 
technically sound manner?
 

d. FAA Sec. 201(f). Does 	project paoer Yes. 
describe how project will promote tne
 
country's ecoiomic development taking

into account the country's human and
 
material resources requirer, ents and
 
relationship between ultimate objectives
 
of the project and overall economic
 
development?
 



PA 0 NO. T £F0CT.v OAT IRTANI.MEO NO. 

5C(2)-6 riebruary 15, 1978 3:'9 

82
 

e. FAA Sec. 202al. Total amount of
 
money under loan which is qong directly 

to private enterprise, is coime to
 
intermediate credit inst'tutio-s or
 
other borrowers 'or use by orivate
 
enterprise, is being us;ed to finance
 
imports from private sources, or is
 
otherw"se being used to finance procure-

ments from private sources?
 

f. FAA Sec. 620(,_i. if assistance i5 
for any produc-tive enterprise which will 
compete in the U.S. with U.S. enterprise, 
is there an anr ei ent !)ythe recil)iunt 
country to prevent export Lo tne U.S. of 
more than 20% of the enterprise's annual
 
production during the life of the loan? 

3. Project Criteria Solely for Security

5Jpoorting Assistance 

FAA Sec. 531. How will this assistance 
support promote economic or political
 
stability? 

4. Additional Criteria for Alliance for 
Progress 

[Note: Alliance for Progress projects
 
should add the following two items to a 

project checklist.]
 

a. FAA Sec. 251(b)(1), -(8). Does
 
assistance take into account principles
 
of the Act of 3ogota and the Charter of
 
Punta del Este; and to what extent will
 
the activity contribute to the economic
 
or political integration of Latin
 
America?
 

b. FAA Sec. 251(b)(8); 251(h). Por
 
loans, has there been taken into account
 
the effort made by recipient nation to
 
repatriate capital invested in otner
 
countries by their own citizens? Is
 
loan consistent with the findings and
 
recommendations of the Inter-American
 
Committee for the Alliance for Prooress
 
(now "CEPCIES," the Permanent Executive
 
Committee of the OAS) in its annual
 
review of national development activities?
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N.A.
 

BEST AVAILABLE COPY 

N.A.
 

By helping to strengthen Egypt's telecom­
munications institution. Dependable and 
effective telecommunications are a 

necessary ingredient of economic developmen'; 
and economic development, in turn, will
 
enhance the possibility of continued 
political stability in Egypt.
 

N.A.
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5C(3) - S ANDD ITEm CHECKLIST 
Listed below are statutory 

assistance agreement 

items which normally will be covered routinely in those provisions of an
ealing with its implerentaton, or covered in the agreement by exclusion (as
where certain 
uses of funds are permitted, but other uses 
not).
 

These items are arranged under the general headfnqs of 
(A) Procurement, (B) Construction, and
 
(C) Other Restrictions.
 

A. Procurement
 

1. FAA Sec. 602. Are there arrangements to 
 Yes.
 
permit U.S. 
small business to participate

equitably in the furnishing of qoods and
 
services 
financed?
 

2. FAA Sec. 604 a). Will all commodity

procurement financed he from the U.S. 
 Yes.
 
except as otherwise determined by the
 
President or under delegation from him?
 

3. FAA Sec. 6041d)_. If the cooperating 
 Yes. 
country discrrminates against U.S.
 
marine insurance companies, wil, aqree­
ment require 
tnat marine Insurance be
 
placed 
in the U.S. on commodities
 
financed?
 

4. FAA Sec. 604(e . iV offshore procure-
 N.A.
 
ment of agricu'tural coilynodiLy or
 
product is to be financed, is there
 
provision against such procurement when
 
the domestic price of such comodity is
 
less than parity?
 

5. FAA Sec. 
608 a). Will U.S. Government 
 N.A.
 
excess personll property be utilized
 
wherever practicable.in lieu 
 f 
o the
 
procurement of new 
items?
 

6. MMA Sec. 901(b). (a) Comoliance with 
 Yes.
 
requirement tnat at 
least 50 
Der centum
 
of the gross ionnaqe of commodities
 
(computed separately for dry bulk
 
carriers, dry cargo liners, and 
tankers)

financed shall be transoorted on privately
 
owned U.S.-flag commercidl vessels 
to the
 
extent that such vessels ar2 available
 
at fair and reasonable rates.
 

7. FAA Sec. 621. If technical assistance Yes It is anticipated that olyis financed, will 
such assistance be fur­
nished 
to the fullest extent practicable 
 the U.S. private sector will
as goods and professional and other 
 provide services under this loan.
services from private enterprise on a
 
contract basis? 
 If the facilities of
 
other Federal agencies will be utilized,
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are they particular'y suitible, not 
competitive witn private enterprise, 
and made ava'able Without undue ':Iter­
ference with damiestic oroarairs? 

8. International Air Trawh,port. Fair 

If air transportation of persons or 
pro .lrty is financed on qrant basis, will 
provis!on be mrce that !.S.-fla 9 carriers 
will be utilizec to tne extent such. 
service isavaiiabl,? 

Yes. 

B. Construction 

1. FAA Sec. 601(d). ifa -apital (eqj., 
constructi-on,T roject, are engineering 
and professional services of U.S. firms 
and tieir aff1.iates to be used to the 
maximum extent consistent with the 
national interest? 

Yes. 

2. FAA Sec. 611(c). Ifcontracts for 
construction are to be financed, will 
they be let on a competitive basis to 
maximum extent practicable? 

Yes. 

3. FAA Sec. 620(k). If for construction 
of produccive enterprise, will aggregate 
value oi assistance to be furnished by 
the U.S. not exceed $100 million? 

Yes. 

C. Other Restrictions 

1. FAA Sec. 201(d). If development loan, 
T_Fterest rate at least 2'tper annum 
during grace period and at least 3% per 
annum tnereafter? 

Yes. 

2. FAA Sec. 30L(. Iffund is established 
soCy-by U.S. contributions and adminis­
tered by an international orgianization, 
does Comptroller Genera' have aud~t 
riahts? 

N.A. 

3. FAA Sec, 620(h), Do arrangements
preclude promoting or assisting the 
foreign aid projects or activities of 
Communist-Bloc countries, contrary to 
the best interests of the U.S.? 

Yes. 

4. FAA Sec. 636(i). Is financing not per-
mitted to t.eused, without waiver, for 
purchase, long-term lease, or exchange 
of motor vehicle manufactured outside 
the U.S. or guaranty of such transaction? 

Yes. 
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5. Will arranoements preclude use 
financi ngl: 

of 

a. FAA Sec. 114. to ney for perfornince 
of abortions or to rotivate or coerce 
persons to practice abort'ons? 

N.A. 

b. FAA Sec. 620(f(). to coiensdte 
ownrs i-Fexproprated nationalized 
property? 

N.A 

c. FAA Sec. 660. to finance police 
trai~nr_(,orr)-t _er law enforceulent 
assistance, exo.pt fur narcotics 
programs? 

N.A. 

d. FAA Sec. 662. for CIA activities? N.A. 

e. A Sec. In3. to pay pensions, 
for m; .itary per-sonnel? 

etc., 
N.A. 

f. A p. 
men ts? 

Sec. 106. to pay U.N. assess- N.A. 

g. A p. Sec. 107. to carry out provi­
sions oF--c-t ions 209(d) and 251(h)? 
(transfer to multilateral orndnization 
for lending). 

N.A. 

h. App. Sec. 5M. to he used for 
publicity or pronaqanda purposes 
within U.S. not authorized by Congress? 

N.A. 
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PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS 

PART II 

Name of Country/Entity: 
 Name of Project: Telecommunications
 
Arab Republic of Egypt 
 Number of Projec-t: 263-0054
 

Pursuant to Part 2, Chapter 2, Section 532 of the Foreign Assistanct Act
 

of 1961, as amended, I hereby authorize a Loan to the Arab Republic of
 

Egypt, ("Cooperating Country") of not to exceed Forty Million United
 

States Dollars ($40,000,000) ("Authorized Amount") to help in 
 financing 

certain foreign exchange costz of goods and services required for the
 

project as described in the following paragraph.
 

The project consists of assistance to the Government of the Arab Republic
 

of Egypt to provide foreign exchange costs of materials, equipment and
 

services in order to improve its telecommunications system and to
 

strengthen the management, operations, planning, training and functions
 

of the Arab Republic of Egypt Telecommunications Organization ("ARETO")
 

(hereinafter refereed to theas "Project"). The Authorized Amount will 

be made available by reloan to ARETO. The entire amount of the A.I.D.
 

financing herein authorized for the project will be obligated when the
 

Project Agreement is executed. 
 I hereby authorize the initiation of ne­

gotiation and execution of the Project Agreement by the officer to whom
 

such authority has been delegated in accordance with A.I.D. regulations
 

and Delegations of Authority subject to the following essential terms
 

and covenants and major conditions; together with such other terms and
 

conditions as A.I.D. may deem appropriate:
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a. Interest Rate and Terms of Repayment.
 

The Cooperating Country shall repay the Loan to A.I.D. in United
 

States Dollars within forty (40) years from the date of first disburse­

ment of the Loan, including a grace period of not to exceed ten (10)
 

years. The Cooperating Country shall pay to A.I.D. in United States
 

Dollars interest from the date of first disbursement of the Loan at the
 

rate of (a) two percent (2%) per annum during the first ten (10) years,
 

and (b) three percent (3%) per annum thereafter, on the outstanding dis­

bursed balance of the Loan and on any due and unpaid interest accrued
 

thereon.
 

b. Source and Origin of Goods and Services.
 

Except as A.I.D. may otherwise agree in writing, goods and services
 

financed by A.I.D. under the project shall have their source, origin
 

and nationality in the United States.
 

c. Conditions Precedent to First Disbursement of Loan Funds
 

Prior to the first disbursement under the Loan, or to the issuance
 

by A.I.D. of documentation pursuant to which disbursement will be made,
 

the Borrower will, except as the Parties may otherwise agree in writing,
 

furnish to A.I.D. in form and substance satisfactory to A.I.D.:
 

(a) An opinion of the Egyptian Minister of Justice or other
 

Legal Counsel acceptable to A.I.D., that the Loan Agreement and the
 

Reloan Agreement have been duly authorized and/or ratified by, ak:d executed
 

on behalf of the Borrower and ARETO and that they constitute valid and
 

legally-binding obligations in accordance with all of their terms.
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(b) A statement of the names of the persons holding or
 

acting in the offices of the Borrower and ARETO specified in the Loan
 

Agreement, and of any additional representatives, together with a
 

specimen signature of each person specified in such statement.
 

(c) A Reloan Agreement satisfactory to A.I.D. for the Project
 

between the Borrower and ARETO pur<':nt to the Covenant described in
 

Section e(c) below.
 

(d) An executed contract acceptable to A.I.D. for the con­

sulting services for the project with a firm acceptable to A.I.D.
 

d. Condition Precedent to Disbursement for Equipment
 

Prior to any disbursement under the Loan, or to 
the issuance by
 

A.I.D. of documentation pursuant to which disbursement will be made,
 

for equipment, the Borrower will, except as 
the Parties may otherwise
 

agree in writing, furnish to A.I.D. in form and substance satisfactory
 

to A.I.D. a Procurement Plan, approved by the U.S. consultant funded
 

under the Loan, for all procurement planned by ARETO through the end of
 

calendar year 1981, showing specific items, quantities, estimated prices
 

and timing of such procurement.
 

e. Covenants
 

The Loan Agreement will contain A.I.D. Standard Covenants. In
 

addition, the following covenants will be included:
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(a) The Borrower agrees to provide or cause to be provided
 

for the Project all funds in addition to the Loan, and all other re­

sources required to carry out the Project effectively and in a timely
 

manner.
 

(b) In order to assist ARETO in carrying out the Project,
 

the Borrower shall relend to ARETO the proceeds of the Loan under a
 

reloan agreement ("Reloan Agreement") to be entered into between the
 

Borrower and ARETO under terms and conditions satisfactory tc A.I.D.
 

Signature
 

Name of Authorizing Officer
 

Office Symbol
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SUIMARY OF CURRENT ARETO CONTPACTS AND PROJECTS 

Ref 
No 

ARETO 
Project Title Supplier 

Contract 
Date 

Start 
Date 

Svc. 
- Date ____ ProJct Descrintion 

I Canal Zone 
Coaxial Network 

S.T.C. 
'England; 

12/5/77 10/77 1/80 Project provides a coaxiAl cable network (4 tube, 4 MHz) having 
capacity of 960 channels each between Cairo-Suoz-Ismailia. Is 
part of new autourrt ic trunk network. 

a 

2 Alex-Sallouni 
Coaxial 

S.T.C. 
(England) 

22/5/77 12/77 12/79 A coaxial cable network (4 tub -, 4 MHiz) havi a cat acity of 9E0 
channels each between Alexandria-Salloum. It will serve the west 
border of ARE and will be redundant routing for ricrowave projects 
to Arab Mest African countries. 

3 75 PABX's 
(rural exchanges) 

CIT 
(France) 

23/4/77 23/5/77 20% each 
month, 

100% by 
23/5/78 

Supply and assistance during ARETO installation of 75 PABX type 
switches to ruplace: manual ex>cha'ges in the pr-:inces. Capacities 
to be 20 ea. 120 iines; 30 ea. 240 line; 10 ea. 300 line; 5 ea. 
600 li . Locations are not completely planned at this time. 
Specification model to be CIT Module 60C and CIT 100/800. 
Total 20,100 lines, 75 exchanges. 

4 Arab 
printers 

Tele-
310 

Siemens 
(Germany 

6/77 12/77 1/78 Supply 310 earch, Arabic character teleorrte 
in Cairo, Alexandria, Port Said, Ismailia E 

:s for 
Cuoz. 

new custorers 

5 
& 
6 

Arabic & Latin 
Teleprinters 
310 Arah, 610 Lat. 

Sagem 
(Frunce) 

6/77 Supply 
teleprinters 
Ismailia 

310 each, Arabic character 
for new customers in 

and Suez. 

and 610 each Latin 
Ciiro, Alexandria, 

character 
Port Said, 

7" Latin Tele-
printers 610 

OKI 
(Japan) 

6/77 Su[iply 610 each, Latin character 
in Cairo, Alexandria, Port Said, 

teleprinters 
Ismailir ard 

fcr new 
Su z. 

customers 

8 6-Mobile 
Exchanges 

NEC 
(Japan 

18/8/77 4/78 4/79 Provida: 6 containerized mobile exchanges f: .:!s lines each for 
temporary re ief at Nlaadi, Koub and Imhbl i: C airo; Mansoura 
and Tanta in th.' proviroes; and in AlexrId: . Equipe,-nt to 
he NFC-ND205 stored pro:-ram cornmon control. Juncions will be to 
transit exchanges. Earthing, foundr ions and no:tside plant will 
be by APETO. Total: 12,000 lines, 6 exchanges. 

9 Qena to Aswan 
Coaxial 

Ericsson 
(Sweden) 

2/6/77 11/77 12/78 Complete the installation of Qu(,t -Aswan section of 
coaxial cable network previously a:7quired. Network 
4 MHz having a capacity of 960 chnnels each. 

Cairo-Aswan 
is 4 tube, 
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S[MMV ARY OF CURRENT ARETO CONTRACTS AND PROJECTS 

Ref 
No 

ARETO 
Project Title Supp _ ier 

Contract 
Date _ 

Start 
Da t 

Svc. 
Da te Pro2,._t Description 

10 Coaxial cables 
between ABC 
stat ioens 

Siemens 
(Germany) 

20/11/76 A co.ial cab]e 
A]ar.-ldfu-Ranishu. 
su1::rine cable 

network (2 tube, 
W:12 ,'] i mtely 

access pe 

4 MHz) between Qussair-Marsa 
extend to Saudi A. abia via 

11 Cairo Junction 
Micrcwave 

Raytheon 

(USA) 

18/8/77 6/78 10/80 : les 
Ctjr'_ 

:M 
(see
htou~ar]I 1 1 

t:t'cn 

a
< ' 

s 

t2 

.'c 

' 
s 

,e I] 
x-s 

3C; ,,4 

a" 

"7 

' 

:-
tcr 

t 
tns 

11-9 
1a-t 

in 

with li"i724 
ca : dc :-Y ' 5z 
system x 24 

]3 . ' 
c I.,: 

cne 
1 nne 
Is .c 

si 
. 

tans 
28 

' 

(24 
71 1 -'ic 
ru1e' . 

.'" 
ech) Each system 

Y-z- x 2 ,er 

12 Canal Zone 
Exchanges 

C-ETOH 
(Japan) 

10/8/77 10/77 10/80 'e'., '' F.Z rr 
40 : , 40 N2w lrcal exca:: es fly: 

S ,tara, 600 L; F %IeJ, 400 1.; 9 1'n31 
z -' r, 4,"0 L P .c e , be }i:achiC,

(21') iachnes . Tru-n exch- S to ,e ccnn<,cte -
tr n-'knetwork. To a!: 21,C', I ii'. , 8 cxchan;,.-s. 

s : 
t Tewfl', 1000 

'T ';gI-Tel-

C23 C-40( 
7ow a t'C.at!c 

13 Maintenance of 

rotary 
exch'1uges 

Bell 18/8/77 
Telephone 
Antwerp 

(Belgium) 

1/11/77 1/11/78 v'. 
(, ;: 

trdH-, 

fo, 
-. 

and 

c 

: 
util:: 

. - 92,00C li:.u, 
1,C , 

A"Ki 
-:.arts 

'l 
for 

es sill 
all 

be 

14 Ramsis-Dokki 
Ramsis-Shoubra 
Microwave 

Co IIins 
(USA) 

18/8/77 11/1/77 1/11/78 Pro'id-
for 240 

'routes. 

l", at.sal 1. ard e; 
nels uach in Radsr s-Dekk 

Equipment to be Fl, 6.Iz. 

rat Jc': ci 2 -. 
in- Parsis-Sa.;bza 

'":'w;.ave syst. -
junction 

15 Ramsis Outside 
Plant 

Tele-
funken 
(Ger-,,ny) 

25/3/77 6/77 12/78 Provides repacement of 
in Auto I Ato 2,-a 

Si'2I' s: -
ci ily,, ' cement o 

cable 

Ca 
do'' 

.:'d conduit for lines 
exch2:.ges (c,-]octively 

: i t 1 ''5 
i,v c-la.t it>.t 3 3 

and lunctiens 
caled 

t av. 1irible. 
increase in 

16 Installation of 
Ramsis Exchange 
I, II 

ij lcsson 
(Sweden) 

18/8/77 1/11/77 1/1/79 For sui" &I iT-'' Ia on c . nt00: -- l.ne's to part,,
replace Auto I, ..-.. I] and Gz ra for I:'.,,e C] (another 20,000 
lines) see Project 22 below. Contract prc-ides for training for 
ARETO personnel durii,_. mnstallation. 
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i
 

OF CURRENT ARITOCTCSA;DPOCS 

Contract PROJECTSvc
 

No ___ il _ Suleru Date 


Ref ARETO 

:3e Date __ rJcDeS= pition0
 
17 PCi1 Moil Serie. 20,8/77 2 Supply 2-30
20/ 6,,78 PCtN c-anc, l bi! irwaess',pusoer'acMjcrowav, niroavermansy)lu oere a 

18 PC- Fi:-:-ec 1:EC 0"18/'7 - 0116/ V. 0 0 PI 1 'i '-dc!(Japall) 7,1.ms be ue oaused ]urti'~r To be's 


A 500 Subscriber Siemc-ns 21/8,'77 
 200 irtmed. i, 5, -s (1*
carrier systems ,sSer a- Tooc(Ge rria:- 300 w,.th- Tor :j c 
in 12 mos. j rco: st:Cair cb12s. 

20 RuraLI Nrth E. 24/8/77 1111/80 'F & PC:iL
Ex c h es 

.. s. Ict~jn gj & CI T 1S ' : ,- i n s 
000 ' aiion7s inuf, 2030
 

1COkh _0 L 1r 100 L; F1;.2rC ~ ~ : '' r za 6V'', T,; El Ai'.at, 1 L0 
'~ 20' L ; I Ikhsj', 2U( -

Ma,:~ 60" '4 L S LaPa 60C,0 1. 
Tct- 1: 15,100 Lines, . Lchi,r

21 Supply 43000 Local Contract 
 1979 F;"ic.'i. C!e S f . C e. U I 7iiXLocal lin."s - Manixfac- 2811.0/77 I ~ 
0-X I_' ex .C n 40 5CX-Bar *r-;'..Iturer r. d-Barr- 1200 CalLi:)n 20C L; 2 0 " ;>7h. 

I ' ' lOC9 1 L; L; F I La wa 
-. IPO10 0 r. Bt27 15i-CC 

1000 As 40C; L; 1500 L; 'e 200;1 ,;c
140, \ 120C0 2C,,3~0 

22 Ranisis 11t, Iv, lFricsa'' Con t rac t 15 - . Pr-.iE-xtunsiur, of Cairo ci(Sweden) 27/LO0/77 r2 0,0 UO of 0i'EIntl. & 17 new c,eT '31' :'r 16 a!I­
''-_ air~ 1 1-_ 

ri' 18973P 
trunk exchanges T' 11 1)._I I . 1,.o d to0 

' w A" 20 in"' it . 

u" '"I of * ' 

10,01') lines tr-/ ''atra ' 'alrc 

tionT Leouan Unkno-
 a. Approx. 220,400 L4-..zs of autc:? tic telephone exch. equipment
Projec financeRd 
 b. Approx. 6,000 lines of manual t elepho-.ne systems
Proj ctina cedC. 
 Approx. 35,000 lines of PABX's
 

d. Approx. 5.000 lines of additi-71al automatic truck exc'. capac 
e. A 3,000 line telex exchange in. Cairo and 2,00' teleprin~ters
 

http:elepho-.ne
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CA:[:0 EXCHANG 'I"MZN 

Capacity Date of Type of Working 
E:: :han Total In Service Operatic-. Exchange L.nes 

Auto 2, i 29,00. ,( 16.600 Oct. 1931 Rotary, 
15,124
3,400 May 1940 


Current project n16 changes out 	to X-Bar (Ram-sis T & 11) 

1eiiopoiIi 7,000 3,000 Jan. 1934 Rotary)
 
Extension 1,000 Jan. 1941
 

6,966
2,000 Feb. 1949 


1,000 May 1953
 

lieiioO s iI i.,900 	 10,000 April 1957 Rotary 9,982 

Giza 5,00o 	 I,000 Jan. 1936 Rotary)
 
Extension 	 1,00 Jul- 1938 " ) 

2,000 April 1949 ",) 
1,000 Jan. 1958 6 digit) 4,710 

& Changed 	 ) 

czira 10,o00 	 4,000 Dec. 1948 Rotary)
 

1,600 Mav 1951
 
2,400 Aug. 1961
 

) 7,781

2,000 Oct. 1961 


** Current project 4:22 changes 	out to 20,000 X-Bar lines in 1979 

Bab-El-Louk I, ii 14,000 	 10,000 July 1952 Rotary 

on Oct. 

1,03C Aug. 19% " 13,553
 
1,000 Oct. 1956
 

Exter., -.	 2,000 1955
 

* Maadi 4,000 	 1,400 July 1952 Rotary) 

Extensicn 	 600 May 1955 014 
200 ,6/4/65 " , 

,800 15/1/66
 

** Satel Le 2,000 	 2,300 -- 79 ND-2GS 

Helwan 2,00 	 1,33c July 1952 Rotary)
 

1,000 May 1955 " 1,631
 

* A 12D i:LJe PA nX i,.;tall:d. 

In the Maadi C.O. a.LSO serves exchange customers.
 
** Current ;,roject: nad plans.
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COAVAILE Cop 

CATRO EXCHAN77 EQUIPMENT 

Capacity Date of -yne of '.irking
Exchanqe Total :n Service Omeration E.<,chance Lines 

.. malek I 10,0CO 10,000 Feb. 55 R.tary) 

:. II 10,000 ( 6,000 Dec. 58
 
:.X on 1,400 4 Jan 62 ) 19,763
 

f 1/4/(,2
2,600 


liLiopolis 10,030 ( 3,600 7/7/u,3 !ctary) 
;.xtension ( 1/8/63 ". 

5,800 18/7/,,'- ) 9,978 
600 11/665") 

i& ,assia I 10,000 C 3,000 15/2/62 X . 
Extension , 000 16/8/62 ) ) 

2,000 23/9/62 , ) 
4,000 6/1/1)3 

.b 1ssiaI1 10,000 ( 1,000 12/3/o4 
xt. nusoL 1,090 15/5, .4 ,, i .00 1/6 t,4 , ).,,459 

7,000 -0/6/'64 

ui>era I 10,000 10,000 31/5/63 X 5ar 9,753 

O:era TI 10,000 10,00 1.4.64 i 9,799 

Opera III 5,000 5,000 24/4/65 t 4,881 

Addition 5,000 1979-80 X 5ar ­

u;cra 1V 10,000 10,000 14/12/68 X Bar 9,899
 

Roda I 10,000 10,000 30/5/65 X Far 9,746
 

iioubra I, II .2,000 ( 10,000 7/11/55 X 13ar 
( 2,000 2/74 11 11,930 

** Addition 4,000 1979-80 X Lar ­

,)aliub 800 800 9/12/65 X .ar 2 
Acdition 1,20 1979-80 

Barrage 800 800 30/12/65 V I.,Ir 662
 
** Addition 1,200 1979-30
 

Pyramid 6,000 6,000 7/12t67 X Dar 5,898 
** Addition 3,-00 1979-80 U -

Roda III 10,000 10,000 11/3/69 X !3ar 9,525
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CAIRO EXCFANGE £LUIPI-NT
 

Capacity Date 0 Ty-pe )f Working

Exchange Total In Service .cratior. E: -:hange Lines
 

Heliopoils. I:B) 2,000 1st hulf 
 X Bar 1,974 
year of 
1973 

Dokki 10,000 6,000 
 1976 6,142 

Nasr 10,000 10,000 1977 850 

** Koubba 2,000 2,000 1979 ND-20S ­

** 1:oba 2,000 2,000 1979 " -

Mounira Building under const. See Exchange Devel. Plans. Vol. 5o Chapter V:.
 

Tebbin ", ,, ,, ,, ,, ,, ,, ,, ,,
 

* Current Projects & Plans
 



Annex F 

Present Manual Exchanges (over 50 lines)
 

Lower Egpt and the Suez Canal Area 

Province Capacity 

Baheira 3,360 

Dakah ia 6, h60 

Gharbiya 1,720 

Ismailia 670 

Kafr el Sheikh 1,970 

Minufiya 2,880 

Qaliub 660 

Sharqiya 3,520 

21,240 

Upper Egypt
 

Province Capacity
 

Assuit 3,700
 

Beni Suef 1,120
 

Fayoum 590 

Giza 1,050
 

Minia 2,270
 

Qena 1,360
 

Souhag 1,230
 

Wadi-el-Gidid 
 480
 

ll,800 

Red Sea 580
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CONDITIONS TO BE ADDRESSED BY SIP
 

A REVIEW OF VIE CONDITION OF ARETO EQUIPMENT, FACILITIES AND
I. 


SERVICES IN THE CAIRO AREA
 

This Chapter presents a summary of the network and service
 

conditions which must be addressed by the SIP.
 

1. THE CONDITION OF EQUIPMENT AND FACILITIES
 

(1) Station Equipment and Wiring
 

Of the 100 station installations inspected, all had wiring
 

which was defective in some way. Telephone sets were obsolete
 

in poor condition
and many were defective. Test desk records were 


and storerooms were not stocked with suitable types or quality
 

of material.
 

(2) Exchange Cable Facilities
 

Of 	the 200 feeder cable pairs tested, 47% were defective.
 

Of a sample
Cable pressurization, where used, was not adequate. 
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of 5ij unct ion cable ,ars t,.:ec, 4rt did re' Meet transision 

anc no-se Rcurd5s: .1i a hqh p, ren' of defective 

' rc-cio'pairs~ throu:'hout the Cadlro network. "here is. ro c(ntral 

..... io recor', or issianm-ent svste-em. Exchan . ditr ibuton 
cables are - o-, con :tion t:0.o t the /. Di tr but ioi­

te:m._nals anc cross-connect c, ,net,; are in ,)Or condition but 
ca,. oe restored. 

(3 Exchanace Fw::ch~na loeir,,nt 

Al'- .xc'.. i. the Cairo area were vistec The 

environMena:l ' .. for te eqt ipment w(rt- foundA very,:t!o Or to be 

poor. 7echn-cal ecuo.,t maintenance oract L(,s are adequate, 

but performance of routines and assignments o the work force 

varOy widly. nee is Iirile evidence of effectrve reporting and 

mo:hac,..ment c -ntro . Requisitioniny ,. mat,. ,s n( ;uppl . . 

dIffocult and unavailable spare parts for rota.ry exchanges are the 

cause for much ecuipment beinc out of servict. Adequate tools and 

test equipment were mace available with each :1ew exzIange but appear 

to be used very ":ttle now. Main distribution frames are poorly 

maintained usina Inaoecuate tools and frame materials, especially 

f -s-s. Battery maintenance varies. Er.ergency generators are not 

well maintained and are not installed in some exchanies. Cal]. 
-f ail ure rates a-re hih in all olffces. Som ? ta ,es in crlor--z,' 

translatoi-s disa.ble entire routes.
 

(4) National and International Toll Networks
 

Connection through the local Cairo network is a problem for 

both tves of calls. Wor-ina conditions at the Nation- I and
 

International exchanc-s are not good, althoughi 
less poor at 
nternationa'. COperator ecuipment is old and in poor condition, 

especally at the National Exchanqe. Quality of transmission on 

international circuits varies widely. A plan:,ed new automatic 
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nter na,. on. cxcnanc an cod-cw r I sl - w o7rd- wL povde 
Poter. ta! f, impr, ,,ing service hat,e tulyiace z.O" reaized 

unto.call are Ce 0 MoV e Lc on the local ntwo:K. 

(3) Sur--:ctor Euinme.< ard ___ii_ 

The tc- :ub-sect rs stuz-]e offerca many critical comments 
aOout tCe equp.ner, ued ARETO to
r'y serve the;,. Generally, many

s-inlar ro ,>. .. .s wre hcLrd f.,m nc-arly every s.b-sector. The
 
ioc- /.c ,-&war was the s ubect 
of t-e most complaints
 
flnc &sing s.:artige: 3f facliltles, va-iCus 
 axng and call
 

complIetion -roiMs, requent cable failures and others. 

Leaser -ines, wasat reported, are often not availaole where
 
needed. Service is unzeirablc anc frecuently out for 
lcr.g periods.
 
Up to ct he pair special
- in cab.es were out of service. 
The lines picvided by APETO aze of poor cuality and are frequently 
out of serv ce; 50% on a given day in 
one case.
 

Sub-se(-ors aisc 
vw'ere critical of other 
special services.
 
Frequent tr< bles and 
 outages on radio co.crol, facsimile, telex, 
and other- sp;ciai line-s were reported. 
Services are frequently
 
unavIiia,1 c 
 the reluired locations. Svitchboards are old, 
poory m Jin ained and spare parts are a problem.
 

In ali ol the ca'egories sub-sector-s were critical of ARETO 
maintenance and their slow response to service orders and trouble 
r epor ts. 

ho.
(6) .... a: a d Coriu~t 

While cicaning a:,d repa irs are needed in the majority of 
cases, manholes were found to be structurally sound. Arrangcnents 
are required to propeily racK supportand cables. 



Annex G (Cont'd)
 
BEST AVAILABLE COPY 

'-d _-

Tuildings freauently appear to be in poor con-ition but are,
 
in fact, stru:cturally sound. The ain problems te the need to
 

restore a clos_., air conditioned environment anc Lo :mprove the 
cene-al level of .ouseke 7ilne. 

(3: Vehicles and Fauipment 

Most of ARETC's vehicles are over-z.--e (50% o'er 18 years) 
and abou t 505 ro-o t of service waitinq for spar,, parts and 
other repairs. Unrepairable vehicles are not pronmtly disposed 
of. Much heavy work is performed by hand, for whi--h power 
equipment would be safer moreand efficient.
 

(9) Traffic in the Local Networks
 

A soecial traffic study in Zamalek ind a re,, ,,ew of trafT 
data taken elsewhere by ARETO lead to the genera conclusloi ­
that: (a) the 
link system of most exchanges has 1,-en adequately 
desicned, (b) the number of "nctions ass;iqned to _-e interoffice
 
groups should generally be adeauate for 
--.
e traffiu- offered, and
 
(c) registers are tremendously overloaded. 

(10) Tr.fic in the Long Distance Networks
 

The trunks between national centers are averaging 110% of
 
capacity originating and 98% terminating. STD groups appear
 
adequate except for >airo, 180% of capacity; and Alexandria, 110%. 
Terminating calls to Cairo exchanges are 110% of capacity. Common
 
control registers averacg 101% of capacity, code senders, 9 7 %d 
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Tel°xT TraffiC 

c>e.x CqJzp, et ans :ac:lties are serzossly overloaded:. 
ticThe rO.gw r r-e.cu:ae d for ll rer-a 

St 24 )% cf XaL"; er n~tlon. c . . regi ster is operatn
at16% c,lw.,aetlcnai trun grou,; averages 2l6{ of capacity. 

, 1rflu tn elpoeclstrough Enm the 7rcal 
net'woEk :s 6ndoubtdly responsiole for a large ajrount of this 
'eiex trf fic.
 

:12) Nc' .ork Control 

There is little evidence of effective nctwork control. 

(13) NetwcrK Conditions
 

Studies made by the Consultant basically confirmed the 
condition., reported by the sub-sectors and others. Te main 
problems :,r ; dial tone delay, register overloads, ineffective cai" 
attempts ind junctions out of service. 

2. THE PJRL-VNT ,UALITY OF I [<SCRIBER SERVICES 

(1) Commercial Services 

The main conclusion of the Consultant's review of ccrnercial 
service .s that the systems and procedures used do not give any 
particul ir consideration to the customer's convenience. Offices 
are 
poorly organized and maintained; practices and procedures 
are not documentea, employee skill- taught tneare on fob, 
pr&.ccduros for handling applications and work orders c.:e slow 
and cumnrrsome, are to 

billing ':omputas - yet no mesod 


manual procedres used chec\. coo,,zuter 

could be found us check 
biiling accuracy and, telephone directories are puboisheo ev,,,:y 
four year- -- too long a period fcr-- accuracy -- and zh-= cost -1 
added to the customer's o-l1. 



Annex G (Cont'd)
 

(2) Traffic Operations 

The most siconificant service affecting traffic operations 

problems are operator oer'ormanca and productivity, and the 

ec 'ionent cond- -.)ns In the National and International Exchanges. 

Problems affr<cting operator performance and productivity 

include the &.!enerallypoor working conditions in both exchanyes. 

Noise and lightir.c are serious defects. The Narional F:xclrang­

is not air conditioned. Traffic management does not have 

sufficient authority over personnel factors involved in employee 

motivation, recruitment ind training. The use of "delay" worKing 

and crecir checking affect productivity. No formal measurement 

systems are used for traffic planning and administration. 

Various imorovements are being implemented in the equipment 

arrangements at both exchanges, including the addition of an 

automatic international exchange and some switchboard additions
 

and replacements. Delay working, credit chec ing delays, and
 

delays in completing calls through the local d ;al network will
 

continue to affect service, however. 

(3) Standard Voice Telephone Service
 

Call completion tests made by ARETO in March of 1977 placed 

the ca'' completion rate in Cairo at 23.9%. The Consultant's 

observations have also identified a long list of dial service 

problems ranging from slow dial tone to poor connections and 

telephones completely out service for long periods. 
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Comparison of Existing and Proposed Domestic Rate Structures
 
As of July 1, 1077
 

(Expressed in Current Fryptian Pounds)
 

Existing Proposed
 

Revenue )urce 1978 1979
 

Telephone Subscriptions
 

A. 	 Manual 
(1) Business 	 1/ 1,,'21.00 22/32.00 
(2) Residence 	 1/ 15/21.00 22/32.00
 

B. 	Automatic
 
(1) 	Business 

- Metropolitan 18.00 28.00 

- Non-metropolitan 18.00 28.00 
(2) 	Residence
 

- Metropolitan 18.00 20.00
 

- Non-metropolitan 18.00 20.00
 

Installation Charges
 

A. 	Main Line 10.00 20.00
 
B. 	Extension Lines 3.00 6.00
 

Excess Calls 2/
 

A. Residential 1500 /.015 1000 /.015
 
B, Business 300 /.015 0 /.015
 

C. 	Government 1000 /.015 0 /.015
 
D. 	Joint Venture 1000 /.015 0 /.015
 
E. 	Public Service 300 /.010 0 /.015 

1/ 	Manual rates vary depending upon available calling hours (the
 
hours an operator is on duty). CTC estimates that the rate range
 
of LE 22.00 to LE 32.00 in 1979 will translate into an annual
 

average subscription charge of LE 28.00.
 

2/ 	The number above the diagonal line indicates the number of free
 
telephone calls per year. The number below the diagonal line
 
indicates the charge per call in excess of the allowable number
 
of free calls.
 

http:22/32.00
http:15/21.00
http:22/32.00
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Existing Proposed

Revenue 2ource 
 19-- 1979
 

Toll CGai ] s 

' -A. V:,'o .015 /.015 .030 /.030
P. 'rom t,to i0 ki. .030 /.015 .050 /.030
C. -"on ki75 .045 /.)30 .100 /.050
D. Yrom % *& 100 km .075 /.045 .100 /.050
E. Froz 1to
101 25 km .100 /.060 .150 /.100

Y. Frcm 126 to 150 kin .120 /.075 .150 ,'.I00 

. r 51 to 175 ki. .140 /.090 .200 /.150
H. From 176 to 200 km .160 /.i00 .200 /.150
I. From 201 to 250 km .180 /.i 0 .250 .200 
J. From 251 to 300 km 
 .200 /.±':, .250 /.200
K. From 301 to 5b0 kn .250 /.].50 .350 /.300

L. More than 500 kIM 
 .350 /.250 .350 /.300
 
Service StaLions 
 .02 .02
 

Mi scellaneous 4/
 

A. General
 
B. Special Equipment
 

Domestic Telegraph
 

A. General .02 
 .02
 
B. Miscellaneous
 

Domestic Telex
 

A. Subscription Fee 
 6oo.oo 6oo.oo 
B. Usage Charge 
 .01 
 .02
 

3/ The figure above the diagonal line indicates the daytime charge,
while the number below indicates the nighttime charge. All are 
expressed in piastres per time unit. 

4/ Too many items included in this category to justify a breakdown 
and rate. Examples are warehouses, secwity devices, telephone
directories, service fees, etc. No signif4icant increase in 
these charges is proposed by ARETO. 
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EGYPT 

ARAB REPUBLIC OF EGYPT TELECOMMU NICATiONS ORGANI7.ATION (ARETO, 

Balance Sheets, 1973-7? 
(in LE thousands) 

Actuals Estimated 
1973 1974 1975 1976 1977 

ASSETS 
Plant in operation 85,631 88,665 91,630 102,202 142,202 
Less: Accamulated depreciation 34,294 37,814 41,199 43,833 49,r93 

51,337 50,851 50,431 59,059 92,609 
Work in prot ress 17 o84 21,570 36,351 60,539 72,519 

.et Fixed Assets 68,421 72,421 86,782 11Q,598 165,128 
Long-term investments - - - 1,615 1,615 
Cash and banks - 790 932 4,681 7,131 
Accounts receivable - trade 12,372 13,337 15,652 15,537 13,592 
Accounts rcceivable - other 752 1,492 1,876 4, r41 5,689 
Inventories 4,772 6,895 9,160 10,363 12,255 
Other assets 9,839 11 749 15,923 22 039 22,900 

Tosa! Assets96,156 106'684 130,325 178,57 228,310 

LIABILITIEI'S 
Capital 18,717 18,717 18,717 18,717 18,717 
Asset valuation reserve 20,735 .20,735 20,735 10,901 10,901 
Retained earnings 9,934 11,492 11492 16494 24,622 

549,386 500,944 46,112 54,240 
Subscriber deposits 3,739 4,095 4,298 5,134 5,324 
Long-term debt 

Domestic 25,198 31,249 39,978 57,831 78,429 
Foreign 4,831 4773 10,409 39,684 581014 

Total 30,029 36,022 50,387 97,515 136,533 

Accounts payable 9,965 13,525 22,509 28,516 30,916 
Provisions 1,888 1,925 2,014 1,124 1,124 
Overdrafts 1,149 173 173 173 173 

Total Liabilities 96,156 i06 684 130,235 178 574 228,310 

Current Ratio 2.1 2.2 1.8 1.9 1.9 

Long-term debt/equity Ratio o.6 0.7 1.0 2.1 2.5 

Source: IBRD-Egypt: Report No. 1756-EGT 
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EGYPT 

ARAB REPUBLIC OF EGYPT TELECOM1JUMCATIONS ORGANIZATTON (ARETO) 

Income 	Statements - 1973-77
 
(LE thousands)
 

Actuals Estimated
 
Year ending December 31: 1973 1974 
 1975 197- 1977
 

Operating Revenues
 

Telephone 
Televraph 
Telex 
Mis cei I Peous 

ld,809 
3,120 

681 
9 

19,333 
3,547 
1,017 

7 

20,726 
4,636 
1,361 

12 

24,155 
6,184 
1,753 

62 

26,238 
6,802 
3,090 

70 
Prior years' ndjust snt 

om tariff increass-
Total Operating Revenues 

(251) 

22,368 

(108) 
-

(696) 

-
26,039 

(2,151) 

-

-

4,8o 
40,780 

Operating ixpenses 

Salaries 
.aterials 

Other 
Prior year's adjustment 
Depreciation 

Total Operating Expenses 

12,080 
1,280 

760 
189 

3350 

12,846 14,988 
1,590 1,934 

877 944 
320 189 

R ZA520,8o 
19,153 2144L) 

15,311 
1,901 

1,178 
47 

23,237 

17,789 
2,190 

1,340 
-

5,760 
27,079 

Operating Income 4,709 4,643 4,599 6,766 13,701 

Other income (net) 392 581 724 1,517 1,500 

Net Income (before financial expense) 5,101 5,224 5,323 8,283 15,201 

"inancial Expense (int. & comm.) 1,194 1,503 1,927 2,542 6,532 

Net Income 3,907 3,721 3,396 5,741 8,669 

Rate of Retrn 21 - % 9.3 9.1 9.1 12.4 18.1 

Operating Ratio - % 79 80 82 77 66 

l/ Increase in International tariff rate effective 7/1/77
 

2/ On historically-valued assets
 

Source: IBRD-Egypt: Report No. 1756-EGT
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UNI I IH) SI A I I. /(;I.N Y o, IN I LRNAI IONAL DLfVLLOI'MLNI" 

( 'IM ), I C* I' I 

CERIII I CATI ON I'UPURSLANT To 
SIC'ION 611(L-) OF TIll1
 

lOREI(;N ASSISTANCE ACT OF 1961, AS AMENDED
 

I, .iohtn R. Oleson, Lit. 'rinclpat officer for the Agency for 
Interna tlonal IDevelopIiment In Egypt, ha ving takeni Into account, 
allso, g oti.r tlhingt, the mIuliiLL i,tt', 1111Id uL H iz tlon )if pro.)ects
in Egypt previously I inanced or assisted by the United States 
and technical assistance and training planned under this project,
do hereby certify that in my judgment Egypt has both the financial 
capability and human resources -apability effectively to maintain 
and utilize the capital assistance to be provided for the rehabi­litation and moderniz:.'wion of the Arab Republic of Egypt Telecom­
munication Organization (ARETO).
 

R. Oleson 
A ting Director 

K) 
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4ANAGERIPL AND TECHNlICAL ADVISORY
 
SERVICES TO THE ARAB REPUBLIC OF 
EGYPT
 
TELECOMMUNICATIONS ORGANIZATION
 

SCOPE OF UORK
 

OBJECTIVES AND GENERAL DESCRIPTION:
 

The objectives are 
to provide managerial and technical services, support and

assistance to ARETO in the following areas:
 

A. 
In the design and implementation of modern manaqement and operating systems,
procedures and traininq aimed at strenqthening its institutional capabili­
ties.
 

B. In the desiqn. specification and 
implementation of hinh-priority service
 
improvement proqrams for the Cairo area.
 

C. 
In the design, specification and implementation of selected telecommuni­
cations system expansion and modernization projects.
 

D. 
In addition to the aLwve,two experienced consultants are 
to be made available
 

to the Ministry of Comunications for the purpose of providing advice and
assistance on 
a broad range of matters relating to telecommunications
 
development in the Arab Republic of Egypt.
 

BACKGROUND
 

Present telecommunications equipment and operations are inadequate and the
quality of services is poor due to 
lack of sufficient capital 
investment over
a number of years. 
 Now, with an 
increase in economic activity in the country,
there is an 
urgent need for the improvement of services, particularly in the
Cairo area, and for the implementation of expanded facilities and activities
 
to satisfy the growina telecommunications requirements.
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A recently completed comprehensive study of the ARE Telecommunications Sector

has provided a Cairo Service Improvement Plan, 
a Master Plan for Telecommuni­
cations System Develo-;'ent 7or 
the near-term (five-year) and lonqer-term

(subsequent 15-year) oeriods. and specific recorriendetions for improvinq the
institutional capabilities of ARETO. 
 A conmlete copy of ARE 
Telecommiunications
 
cctor Study Final Report will be made ivailable to each qualified organization 

or .in' venture 1nrior to tne tirie of the pre-ireposal conference.
 

The provisions of improved service and various improvements in ARETO institu­
tional capability during 1979 and 1980 
are considered to be important prere­
quisites for the implementation of the Master Plan. 
 Certain system expansion

and modernization projects, if implementated during this 
same period, wouldalsr contribute to 
service improvement, the relief of some of the most urnent
 
new 
 rvice requiret.ents, and would provide ARETO personnel with training and

experience of substantial value as 

in .iJQ. 

they enter the Master Plan period be:inning
 

PARTICIPATION BY EGYPTIAN PERSONNEL
 

The contractor will 
be expected to perform all 
work in close cooperation with

the personnel 
of ARETO and to maximize their participation in all 
activities

related to 
this scope of work. The proposal 
should include specific plans

and schedules for the utilization of ARETO personnel and for the coordination
 
and direction of their work.
 

CONTRACT TASKS
 

The contractor's work shall 
include but not be limited to providinq manaqerial

and technical 
services, support and assistance to ARETO in the performance of
the tasks described in the following pages. 
 All technical and management assistance

tasks must be completed within a two year period. 
 The only exception to this is the
supervision of construction projects which continue beyond two years.
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A. MANAGEMENT, OPERAQ!ONS AND TRAIITiG PRnGRAMS 

A-i The restructuring of its internal orqan7ation according to the guide­
lines contained 
in the previous sector study. Specifically, assistance
 
should be provided in the development of text and exhibits documenting
 
the proposed organizational structure of major divisinns, departments, 
and offices- identiication of specific tuncticns and responsibili­

ties of these units. development of staffing plans for selected units;
 
and the preparation of a projected schedule for the implementation of
 

proposed changes. (Ref. Vol 6, Chap I)
 

A-2 The establishment of planning and 
project control systems in order to
 
support the implementation of the proposed master plan. 
 The Contractor
 
will 
assist ARETO managemert in establishing a central planning office
 
and project control group, in designing and developing planning and
 
control 
procedures and practices; and in performinn selected planning
 
engineering functions. 
 Consideration should be niven 
to both manual
 
and computer assisted planning and control techniques. (Ref. Vol. 6,
 

Chap I)
 

A-3 The strengthening of financial management systems 
including reorgani­
zation of the accounting and financial functions, design and develop­
ment of an improved accounting system; establishment of a budget
 
office a-d budgetary practices and procedures; develooment of an
 
improved cash management capability; upgrading of the exisitng internal
 
audit capability, and improvement of the current financial 
reporting
 
function. 
 Consideration should be given to strengthening the existing
 
financial 
control capability and the ability of ARETO management to
 
utilize financial and accounting information in planning and decision
 

making. (Ref. Vol 6, Chap II)
 

A-4 The improvement of commercial operations (defined broadly as encompas­
sing those activities involving contracts 
between ARETO and its cus­
tomers) including. customer contract availability, office environment,
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service contract rules and reqJlation,., customer wnrk orders, handling
 
of unfilled applications, customer bill .nq. 
customer payments, and
 
directory develcprient. Consideration should be given to matters of
 
organization, practices, procedures, and traininq. 
 New procedures
 
should be introduced in a model such as
exchange area Zamalek.
 
(Ref. Vol 6, Chaps 11 and III 
 Vol. 	8 Chap. II)
 

A-5 	The strenthering of nurchasinn and inventory manalerient capability
 
including: reorqanization of the purchasing and 
stores functions;
 
development of a coordinated purchasingi'inventory stock identifi­
cation system; establishment of procurement and inventory control
 
practices and procedures; examination of the feasibility of estab­
lishing an 
automated 'nventory reporting system; iriplementation of
 
an economic ordering quantity or other system capable of reducing
 
procurement costs; and examination of existing inventory storaqe faci­
lities and development of a comprehensive facilities utilization plan,
 
including recommendations for the systematic disposal of obsolete and
 
unusable items. (Ref. Vol 6, Chap. II)
 

A-6 	 The establisnment o- an ornani~ation, procedures and 
priorities for
 
the standardization of pu.--hased equinrment, materials and services.
 
Consideration should be given to 
the role of the Telecommunications
 
,esearch Center in the evaluation of available technical 
products and
 
services and in 
an ongoing program for the review of the influences
 

of new technology.
 

A-7 
 The provision of technical and management related training for ARETO
 
personnel. It is expected that technical training will be provided
 
to a core of ARETO training specialists in areas related to service
 
improvement. These areas 
include, but are not necessarily limited
 
to, station installation and maintenance- workshon repairs to equip­
ment; central office maintenance, outside plant maintenance; tools and
 
test equipment; equioment, ennineering, and customer services records­
commercial oractices: and building maintenance. It is expected that
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management training will be provided to selected ARETO personnel 
in
 

middle and upper management positions in such management related 
areas
 

as management theory and practice, problem solving and decision making,
 

and supervisory concepts and practices. 
 Specific training should
 

also be provided in those management related areas involving the
 

design, development, and implementation of management systems and
 

practices. (Ref. Vol. 6, Chap. V)
 

A-8 	The preparation of an EDP plan 
for ARETO and the design and implementation
 

of computer based systems for the Telephone Research Center (TRC). The
 

EDP plan should catalon existinq comnuter equipment and pronrams and
 

identify all potential applications, describe their system components,
 

prioritize and schedule their implementation, and outline a suitable
 

system environment. 
 The systems developed for TRC should contribute
 

to the ornanization's abilitv to assist ARETO in the 
areas of traffic
 

analysis, network planning, and 
radio frequency ulannino and utilization.
 

(Ref. Vol. 6, Chap. II)
 

B. SERVICE TIhPRnE,,T PROGRAPIS 

B-i 	 The provision of a suitable operating environment for modern tele­
communications switching and transmission equipment. This program
 

will involve the repair, modification, rehabilitation or replacement
 

of air-conditioning equipment in all 
Cairo exchange buildings; and
 

other steps necessary to ensure an 
acceptable range of temperature,
 

humidity and cleanliness. Consideration should also be given to
 

continuing maintenance programs includinn such factors as organi­

zation, procedures, training, and the availability of necessary
 

tools, materials and spare parts. (Ref. Vol. 8, Chap II).
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U-? Improveterit, If the overall diIr,, 1 or , id1 riaLerlarcet 	 and peror­mance of Cairo local 
exchange equipment. 
 tanufacturers personnel
presently engaged i. are 
I general overhaul of BTM rotary and LME 
cross­bar equipment throughout the Cairo area, 
includinq the 
retraining of
ARETO maintenance personnel. 
 This task is intended to 
complement the
work being done by the manufacturers and 
includes:
 

(a) Provision of an ontimum size maintenance work 
force in each
 
exchange-

Steps to 
improve the availability of spare parts, tools and test
 
equipment:
 

(c) 
Improve the maintenance of batteries and power plants;
(d) 
The introduction of modern traffic usage measuring and recording
 
equipment;
 

(e) Reconditioning of main distributing frames;
(f) Steps 
to reduce permanent sinnals and 
improve register availa­bility in both rotary and crossbar exchanges:

(g) Correction of the strapping of markers and incoming registers
 

to 


(h) 

provide the desired translation functions;

Development and implementation of alternate means 
of providing

subscriber trunk dialing in rotary exchange areas;(i) 	 Development and application of measures 
to reduce traffic 
over­load caused by ineffective calling attempts; and
(j) 
The coordination of all of the above activities, including the
work being done by manufacturers personnel, 
in order to 
insure
the maximum overall 
service improvement. 
 (Ref. Vol 
8, Chap II) 

implementation of measures 
to 
improve operations in the national
center and to 	 toll
improve service on 
international 
toll calls. 
 This work
would have the objectives of improving operator efficiency and accuracy
in both the national and international exchanges, and of improving the
transmission and speed of connection on 
international calls. 
 (Ref. Vol 
8, 
Chap 11) 
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B-4 The establishment of a central orqanization and the necessary records
 
and procedures to 
improve the maintenance and utilization of Cairo
 
junction facilities: and the implementation of a proqram to verify,
 
test and repair junction cable facilities and associated equipment.
 
Records and procedures should be devised in such a manner as 
to faci­
litate the possible future employment of mechanized testing and assign­
ment routines. This task should be completed at the earliest possible
 
date. (D-" Vol 8, Chap II)
 

B-5 The implementation of programs and priorities for the rehabilitation
 
or replacement, as required, of evchange outside plant. 
 Consideration
 
hcuid be given to the introduction of new technoloqy, methods and
 

procedures. In this connection a model excnange such as Zamalek should
 
be chosen and niven first priority for improvenient and for the training
 
of ARETO personnel. 
 A program should be established and work initiated
 
to 
the maximum extent practicable toward the rehabilitation of ex­
change outside plant throughout the Cairo area. 
 (Ref. Vol 8, Chap II)
 

B-6 
 Establishment of an ARETO ornanization and implementation of a program
 
to improve service to major business and government telecommunications
 

users. (Ref. Vol 8, Chap II)
 

B-7 Implementation of a pronram to 
improve subscriber equipment and ins­
tallations for users of subscriber toll 
dialing and international
 
telephone service. 
This program should include organization, train­
ing, tools, practices and new materials necessary to carry out work
 
in a selected exchange area such as 
Zamalek during the contract time
 
frame. Consideration should be given to extending the program sub­
sequently to all Cairo telephone users. (Ref. Vol 
5, Chap VIII)
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B-8 
 Goals and objectives should be proposed for service improvement
programs, together with methods for the measurement of the actual
improvement achieved during the contract period. 
 Proposals should
include staterients of the decree to which and under what conditions
the contractor wou'ld be prepared to quarantee the results of each
 
service improvement task.
 

C. SYSTEM EXPApNSION AND MODERNIZATION
 

The following projects for expansion and modernization of ARETO networks
and services are to 
be undertaken under separate contracts, to
that the total funds to 
the extent


be provided by USAID for these projects, when
added to funds required for this scope of work, shall 
not exceed $40 million.
 

The consultant will 
be required to provide assistance to ARETO in the
prioritization and scoping of these projects; 
in the preparation of detailed
specifications and tender documents; 
in the evaluation of tenders; and, to
the extent possible during the period of this contract, in the supervision
of implementation, and in testing inspection and acceptance of completed

installations.
 

The projects beinq considered are:
 

C-i Exchange cable systems (see Task B-5)
 

C-2 
 Mobile telephone exchanges, junction carrier transmission facilities,
or equipment modifications 
or additions 
as required to extend the avai­lability cf subscriber toll dialing to customers in rotary exchange
areas until 
the rotary equipment is replaced. 
 (see Task B-2)
 

C. 	 Replacement of a rural exchange in 
a selected area with nodern,
state-of-the-art automatic switching equipment and upqrading of
outside Plant as 
required. 
 (Ref: Vol. 
4, Ch. III; Vol. 
5, Ch. XI)
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C-4 
 EPABX systems for selected major rusiness or novernment telephone
 
users such as 
the Cairo Airnort Authority. (Ref: 
Vol. 3, Ch. V:
 
Vol. 5, Ch. VII.)
 

C-5 Ilicrowave radio links to provide iimoroved service to major, hiqh­
nriority, customers. (Ref: Vol. 
3, Ch V: Vol. 5, Ch. VII.)
 

C-6 Replacerient of the rotary exchange equipment in Zamalek and/or
 
other selected locations. (Ref: Vol. 
4, Ch. III; Vol.5, Chs.
 
VI and VIII.)
 

D. REPORTING REOUIREIENTS
 

D-1 All reports shall 
be prepared in English. All proqress reports,
 
semi-annual 
renorts and draft final reports shall 
be submitted
 
to ARETO in 10 copies. All final renorts shall 
be submitted to
 
ARETO in 15 copies. ARETO will forward 3 copies of all 
reports
 
the I.'SAID/Cairo for distribution within aonrooriate AID offices.
 

D-2 Progress Reports: 
 The Consultant shall 
submit a monthly pronress
 
report to ARETO not later than the 20th of the following month.
 
The proqress report shall 
contain information on activities in
 
the field and in the home office and shall list the names of
 
all project personnel employed on 
the project durinq the month
 
and the functions performed by them. 
 The report shall indicate
 
the dearee of proqress during the month toward achieving the
 
project goals and shall point out any difficulties and impedi­
ments to such achievement. The Consultant shall recommend,
 
where appropriate, remedies to overcome such difficulties. The
 
report shall contain milestone and other appropriate charts
 
which will 
display progress of each task durinn the report period.
 

D-3 Semi-Annual Reoorts: 
 The Semi-Annual Reports will 
replace the
 
regular monthly report and will 
summarize proqress and status of
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the project for the six months period. Successive semi-annual
 

reports will be cumulative in nature.
 

D-4 	 Final Report: Not later than fifteen Jays after completion
 

of the Consultant's work, the Consultant shall 
submit a draft
 
final report covering his activities during the entire contract
 

period. ARETO will review and submit comments within 30 days.
 

after which the final report will be submitted fifteen days after
 

receipt of ARETO's comments.
 

D-5 	 Acceptance Reports: See Section C. 
The Consultant shall monitor
 

acceptance testing of projects financed by funds provided by
 

USAID. After completion of the acceptance test, the Consultant
 

shall list any deficiencies found and on behalf of ARETO shall
 

order the Contractor to make the necessary corrections. Upon
 

completion of the corrections and followinq successful completion
 

of the acceptance tests, the Consultant shall make a final 
acceo­

tance report and certification to ARETO that the Contractor has
 

met all requirements of his contract. 
 ARETO then will review
 

the report and certify its acceptance. Initial and final
 

acceotance reports shall be submitted to ARETO in 10 copies.
 

D-6 	 At the enr 
 of each six months period and following the issuance
 

of the semi-annual report, the principals from ARETO and AID will
 

meet 	with the Consultant to review the status 
of the effort.
 

2 Auqust 1978
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Illustrative Equi:;ment List of
 
Items to Be A.I.D. Financed l/
 

I. 	Air Conditioning Equipment, Spare Parts,
 
Filters, Tools (Task Bl)*
 

II. 	 Recorded Announcement Equipment, Traffic Usage
 
Equipment, Tools and Test Gear (Task B2)*
 

III. 	 Operators Headsets, Timing Mechanisms, Operators Chairs,
 
Miscellaneous Tools, Transmission Test Equipment (Task B3)*
 

VI. 	 Subscriber PCM Carrier Systems & Station Carrier
 
Systems, Rotory Files & Inventory Tubs, Cable Books,
 
Tools, and Test Gear (Task B4)*
 

V. Outside Plant Hardware, Cable Drop Wire, Interior Wire,
 
Tools and Test Gear to Carry Out Rehabilitation OJT
 
Program (Task B5)*
 

VI. 	Subscriber Installation Apparatus, Hardware Tools,
 
Test Equipment & Records & Assignment Supplies, (Task D7)*
 

VII. 	Installation of 60 Replacement Switchboards at National Exchange
 
Chiro
 

VIII. Mobil Electronic Exchanges
 

l/ 	Value of Equipment Listed herein exceeds the $3.0 million
 
shown in Cost Estimate. The order of priority is I to VIII.
 

Tasksrefer to those items shown is Scope of Work, Annex
 

0 of 	this Paper.
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UNITED STATES GOVERNMENT

rremorandum1 m2, 
A'N OW; I.E. Wallen (TDY), CDE 

SUBJZCT: TelcorLmunicat ions Project 

TO: Mr. Robert N. Bakley, CDE 

On August 1 I looked through the file of the telcommunications project
with Mr. Scarfo and I agree with your staff and Hend Gorchev that

this project does not have an important environmental component.
 

I believe that the projpct should be considered without regard for
 
any further environmental papers. The threshold decision was, should

have been, and should remain negative.
 

CDE:I.E. Wallen:(TDY):st:8/2/78
 

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan OPTIONAL FORM NO.10 
(REV. 7-76)GSA IrPlMR (41 CF;%) 101 -11.9 
5010-111I 
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Analysis on Questions of Wages

Allowances and Incentives and
 

Job Satisfaction
 

1. Base Salaries
 

ARETO entry levels are lower than the average entry level wage
reported by other companies in the CTC survey (see Exhibit IX-I
below). 
 This observation holds true for all occupational cate­gories surveyed. 
However, it must be emphasized that this
comparison is limited to base wages and does not include allow­
ances.
 

ARETO maximum wage levels are lower than average maximum wage
levels reported by other companies in the survey for occupa­tional categories of engineers and accountants, but higher
for all other categories. This indicates that ARETO re­presents a favorable employer for those without a university

education since the civil service system offers better pro­motion possibilities than those available elsewhere.
 

2. Allowances and Incentives
 

In addition to base wages, the companies surveyed by CTC were
asked to explain their system of allowances, bonuses and in­centive awards. Since the amounts of these awards vary on
the basis of the specific circumstances of the employee, it
was difficult for CTC to quantify the impact on the occu..
pational categories examined. 
Nevertheless, these awards
play a major role in determining an employee's compensation
package. 
A summary of CTC's findings is presented in
 
Exhibit IX-2 below.
 

The Exhibit IX-2 indicates that in terms of the range of
special awards which are offered, ARETO compares favorably
with the other organizations surveyed. 
Only other government­associated organizations offer similar awards. 
The private
sector and joint-venture companies offer higher base wages,
but few additional allowances and awards.
 



Exhibit IX-1
 

Summary of Findings From Wage Information Survey
 

(A) (B) (C) I (D)
 

ARETO Public Sector 
 Joint Venture Suez Canal
 
Companies Company
Occupational Authority
 

Category Min Max 
 No. Min Max No. Min Max No. Min Max No.
 

Engineer 240 1,440 1,621 300 1,440 185 900 3,120 3 552 2,340 300
 

Accountant 240 1,440 240 1,44o 120 780 2,040 
 5 432 2,340 118
 

Technician 180 1,440 3,845 180 1,440 513 516 840 7 240 1,140 5,211
 

P":illed Laborer 162 1,440 14,482 180 1,44o 1,800 432 2,160 
 n.r. 240 1,140 5,211
 

Laborer 144 
 780 9,349 144 780 3,250 180 300 n.r. 162 600 2,000
 

Clerical 180 1,440 2,649 180 
 780 634 768 876 2 240 1,140 612
 

Telephone
 
Operator 162 1,440 1,801 144 
 780 14 None Reported None Reported
 

No. Employees
 
Reported 
 6,516 
 8,241
 

Total 
Employees 46,030 
 7,137 173 
 11,620
 

n.r.: not reported
 

Note: Wages shown are in L.E. and are annual wages.
 



Exhibit IX-i 
(Cont'd) 

Summary of Findings Prom Wage Information Survey 

Private Sector Companies 

Occupational 
Category Min 

(E) 

Max No. Min 

(F) 

Max No. Min 

(G) 

Max No. Min 

(H) 

Max No. 

Engineer 

Accountant 

Technician 

Skilled Laborer 

360 720 2 

360 720 1 

108 54o 6 

None Reported 

720 

840 

48o 

360 

5,4oo 

1,800 

1,44o 

840 

17 

2 

100 

100 

1,800 1,800 

1,200 1,920 

180 2,400 

None Reported 

2 

1 

13 

48o 1,440 

540 1,440 

None Reported 

360 720 

3 

1 

30 

Laborer 108 54o 50 168 480 350 None Reported 216 420 12 

Clerical 108 360 5 300 960 46 300 720 1 192 720 4 

Telephone
Operator 

No. Employees 
Reported 

180 360 1 

65 

300 840 1 

616 

None Reported 

17 

None Peported 

50 

Total 
Employees 65 750 18 50 

0 
F 



Exhibit IX-2 

Comparison of Various Special Allowances and Awards 
Granted by Companies Surveyed 

Type of 
Special ARETO 

Public 
Sector 

Private Companies Joint 
Venture 

Suez 
Canal 

Allowance Companies A B C D Company Authority 

1. Representation Allowance X XD CopnAuhrt 

2. Professior.al Allowance 

3. Nature of Work 

x X X 

X X 
4. Overtime 

X X X X X X X 
8. Production Allowance X X 
9. Performance Allowance X X X X 

10. Annual Bonus 
x x x 

11. Holiday Bonus X X 
12. Residence Allowance X X 

13. Profit Sharing X X X 

14. Transportation 
X X X X 

15. Meals X+ 

16. Uniforms X X 
17. Medical Care X 

X 

Source: Project Team Survey 



3. Employee Satisfaction
 

The sample size chosen by CTC for the survey was designed to
achieve no less than a 5% 
error rate at a 95% confidence level.
Since the estimated number of employees in the Cairo area,
including the headquarters office and the various support staff
in the Projects Department, was estimated at approximately
20,000 employees, a sample size of 760 was chosen. 
 The sample
was stratified to assure that 100 employees in each occupational
classification were surveyed. 
 Insofar as the sample size for
each occupational category is much smaller than for the entire
work force, the confidence level of conclusions is lower than
for the sample aa a whole.
 

The results of the survey disclosed that a significant percentage
of ARETO employees are not satisfied with their wages and working
conditions. 
However, the survey also indicated that employees
were generally satisfied with the type cf work performed.
 

4. Summary
 

From the above it appears that ARETO management has an opportunity
to build upon the favorable attitude of ARETO employees toward
their work. Aggressive action to improve wages and working
conditions would have a positive impact upon morale and product­ivity. The composition of this project will tend to strengthen
ARETO in carrying out an improvement program which will lift
morale and productivity.
 



k- nex S 

Possible Types of Training PrQgrams

by "Occupational Category'l-


I. 	Programs for Administrators
 

- Financial Operations
 

- Commrcial Operations
 

- Personnel Operations
 

- Purchasing and Stores Operations
 

- Traffic Operations
 

- Plant Operations
 

- Planning Procedures and Practices
 

II. Programs for Engineers
 

- Traffic Analysis
 

- Exchange Engineering 

- Radio and Transmission Engineering Procedures and Practices
 

- Exchange Construction
 

-
Radio and Transmission Installation/Maintenance
 

- Exchange Maintenance Procedures and Practices
 

-
Outside Plant Engineering
 

- Outside Plant Construction
 

-
Outside Plant Maintenance
 

-
Buildings and Grounds Maintenance
 

I/ Not a1l 
 the above training programs will be developed under financing by
the 	A.I.D. loan. 
 ARETO is currently conducting a number of training programs
and these may be adequate. 
Also, the cost of training instructors and
preparing curriculum for all the above categories will exceed funds avail­able under the A.I.D. loan. Consequently, the U.S. Consultant will have
to review the ARETO training program as 
it now exists (this is described
in the Telecommunications Sector Study) and devise a training program and
schedule to meet ARETO's most urgent needs.
 



Annex S (con't)
 

III. Programs for Technicians
 

Same as II. above, except training for new technicians will be on
 

basis of short programs in specific L.All areas and not as sophisticated
 

as that for Engineers. 

IV. Operator Training Program
 

V. Clerical Staff Program 

VI. Skilled Labor Program
 

- Outside Plant Construction/Maintenance 

- Outside Plant Installation and Repair
 

- Exchange Installation
 

- Radio and Transmission Installer/Repairman
 

- Exchange Repairman
 

- Building and Power Maintenance 

- Vehicles and Heavy Equipment Training
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