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CLASSIFIcATION , 
AID 1120-1 1. PAAO NO. 

(&-66) OEPARTMENT OF STATE Loan No. 263-K-052 
AGENCY FOR a. COUNTRY 

INTERNATIONAL DEVELOPMENT Arab Reuublic of ElZVOt 
3. CAT£~ORY 

PAAD PROGRAM ASSISTANCE Commodity Financing Standard Procedure 
APPROVAL DOCUMENT 

... CATE 

April • 1979 
, TO' a. OYtI CHANGE NO. 

Robert N. Nooter Not auulicable 
Acting Administrator a. oye INCREASE 

7. FROM: Not auulicable Joseph C. Wheeler 
!~::stant Administrator 

TO tiE TAKEN FROM: 

,"" f"n~ >TQO~"'O~+ 
g. APPROVAL. REOUESTEC FOR COMMITMENT OF 10. APPROPRIATION _ ALLOTMENT 

$ $250,000,000 72 1191037 0(1 'i7 q; 937-6?· 298 
I", -TRANSACTION ELltoIBIt..ITY 11. TYPE FUNDIN:J 12. LOCAL CURRENCY ARRANGEMENT I U. ESTIMATED DELIVERY PERIOD 

BBLOA,N DGRA,N DINFOR""AL DFORMALVlNONE • 4/'~9 - 4(8? 
111. COMMODITIES FIN .... NCED 

\fo.~TE A l!, . h ~ ~ .:...;,...._ 1"\. 

Items appearing in the A.I.D. Commodity Eligibility Listing ~-1l be eligible 
for financing under the loan.. Priority items are expected to include fooe. com­
modities and industrial ra~tT and semi-finished materiels. 

16. PERI.IITTED SOURCE 17. ESTIMATED SOURCE 

1).5. only' $256,000 , 000 u.5.,$250.000, 000 
L ..... it .. d F.W.: 'ndustrloli%~d Countric,.: 

Fr~e World: Locol: 

Cosh: Other: 

11. SUMMARY OESCRIPTION Egy}Jt continues to sui'f'er from .e.' shortage of foreign exchange 
with. which. to sus"tain its e'i'0nomic :recovery and undertake developmen"t progrE!!ls. 
Iruring 2977, an increase in other'donors' 'support ~er.mit~ed the virtual eli=ina­
tion of arrears in foreign 1?ayments.· Available.i'inancing w-as such that it .-as 

~. . _" '. -oossihle ::1;0 meet "basic ::imuoi-:t·needs .. ~~With."the eJ.:imination of" arrears .and SOl!le , f ~~~~ ~-,;:=-~~:~ ~ :;;nti~i.';~tea Testiu~turf,;-g~~f';'i'ore~·:aebt~--=the-':"need--:r-Or-- balance of ·naymen~-57-n-:-==:- . 
l" - ." .O·,.7=-,"C:fina.nCing~in_J.9.l9 :shou1.d·J;le- scmewha:j; -below that "':f·~918.- .However, ;'f'ter -co";paring 
-I -< - - ~·--:anticipatea JI..ran-:a:na:-other o';:fatere.l-assi:stance nth pre1~~;na.rY estiEates of ~ 
1 imports and cal?i-ca1 needs, a. balance of "]?a,yments deficit s-:ilJ.. rem~ins indica:tiLg 

a need :1'or at least ..$250 lIlillio!l. in the CIP. Addil;ione..l U. S. balance or -pay.:n.enl;s 
suppo~t may be re~uirea this year nepenfring on such ~actors as Arab assist~ce 
flaws and con~inuing foreign exchange earnings from expa~~ia~e worker earni=gs. 

-~ 1 , 

, 
I 
j , 

z~~ -:..-:':"::' c2::~inue "t;o ::-eq:u.-:.re large c2.:pi.':2.1 =-l~-... -s ~8 a:::..: £. .... ~s :: -: = :.=----=:.::~-.=.=-: 
o-Djec~:"7eS, "h"h.:ile a"t the same time providing_fo::;, -1lT'pro'V:..r:..g --:!le sT.Cl!c.arc. o=- ~"7:..!:g 

in the country, reaching a high. level use of production capac:':ty, mode!'nizi.=g 
capital equipment, and maintaining political stability. 

lSI. CLEARA.NCES 

DAALNE. ft.. Wh;te 
-!.~EL?D, S, T~l1benbl atf 

-EC, 'M Ball 

-GC.iN". (; gisser: 
NEIEr, G. Kamens 
TIA/DP, B. Lan~ma;d 
SER/co nn PT" 

FM, n. Stafford 

.~ - .. ~,-------~~. 

-oATE I 20. ACTION 

o APPROVE:J 

AUTHORIZEO $IGNATu~e: 

TIT1-E 

CLASSIFICATION: 

I 
I 
I 



t 
-1 
t 

1 

\ 

, 

':.. "'_. ~ ~-'.-----
:::.~~_ 1:' 

- - - ::. 

1i 

The proposed loan will assist Egypt with. its balance of payments dei'icit 
during the coming -three years. The loan proceeds will finance public 
and private sector imports of raw materials, semi-finished products, 
industrial machinery, eqUipment, spare parts as well as other essential 
commodities (including some food items), and related services. The 
Loan will supplement other AID project activities aimed at assisting 
Egypt in its program to utilize full production capacity oi' existing 
industrial enterprises and for new industrial expansion and it will pro­
vide inputs essential to increase infrastructure~ transportation, 
agriculture, social services and private sector development and 
production. 

rt is recommended that you authorize a loan to the GOE of 
$250 million ($250,000,000) for finencing imports of selected commodities, 
commodity related services, and other services as described below. 

1. Interest and Terms of Repayment -

Borrower shall repay the $250 million loan to A.Ln. in 
United states dollars within forty (40). years from the date of the 
first disoU!"sement under the loa!l~ inc1uding a. grace period of not to 
exceed ten 110} years. Borrower shall pay to A.I.D. in United Sta"es 
dollars interest a" the rate of two per" cent (2%) per annum during the 
gr-ace period and three per cent (3%1 per annum thereafter on the out­
standing disbursed balance of the loan and unpaid interest~ 

2. other Te-~s and Conditions 

in addition eto :the ~items .app'~~j,rrg _on :the-A.-Li:).:=C"inlffodi1;Y ~igibility 
. Li5tipg~--~~~~-·- .---- .- .. -,..--. - ~> _ __ .-:.:.. __ - > - - - • '. • -

{'=..} l...2!'-=:-: .2= ;:"::'ces =::~ ~!::e. ::-e"bu;:e':ng of :ra.ilway eq:ui.p:nerl'~ ~e 
au~ho:ri.zec.. to be financed under the loan. 

Cel 'Periodicelly, but -no ·less -:than annuclly,' the Borrower end 
A.I.D. vi1l~eet ~o discuss tbe status.of the economy, associated economic 
issues ana the rele.tionshi.p of -the A.I4D. program to those concerns ~ 

(:r) .The Borrover covenants that the Borrower will develop, 
complement and approve the necessary ~lans and nrocedures to enable 
appropriate participation by the~rivate sector-in transactions ~or 
vbich financing _is prov~ded'bythis loan. 

(g) The loan shall- be 'SUbject 1;0 such other terms -and 
conditions as A.I.D. may deem advisable • 

. , 
. --- - .. -- ~ _.-

.~ 
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I. BACKGROUND 

A. Political Back.o:round and U.S. Ob,lectives 

A major objective of United States foreign policy is the 
achievement of a comprehensive peace in the Middle East. With the 
realization of an Egyptian-Israeli Peace Agreement, the cornerstone 
of a comprehensive peace has been laid. Over the longer term, our 
policy aims at a satisfactory evolution of political and economic 
relations between all countries in the region. The cooperation of 
Egypt, principal Arab country, is essential for these purposes. The 
Government of Egypt (GOE) has demonstrated by its actions that it 
shares our desire to seek a ~eaceful. comprehensive resolution of 
Middle East differences and an end to the state of tension which has 
adversely affected the well being of the people throughout the region. 
The continuing ability and willingness of Egypt to proceed toward 
this ultimate goal will depend on 1) domestic political soability; 
2) avoiding shoro-term deterioration in the standard of living of 
the population; and 3) obtaining sufficient foreign assistance to 
permit an accelerated development effort. 

The overall objective of U.S. assistance to Egypt is to 
foster economic and social development which vill facilitate and 
encourage the establishment of a permanent comprehensive peace. 
The critical importance of this objective~ together with the-fragile 
state of the Egyptian economy and its heavy dependence on foreign 
assistance, a~ least over the next ~ew years, not only justifies 
and necessitates the exceptionally high~evel of~resent and proposed 

i _ '<--~-~-:--:: .8,;._ :Bssis~~~e ... ~'? ~t, _ 3l;l~ <~so . . ?-argely _ di_~tates the "form. and coz:-:: _:,,:::::~ 
, • --. --------veB ... -,of-~his ass~stance. ....... . . .... _====--
••• _ '".,_" _. __ •• • __ • __ .', _ ••.• _. 0 • 4 __ :.:.~ __ -; _ - ~ 

» ,..", 
.) Egypt is suffering .from . .a--:f'oreign exchange sho~2.ge~ e.nd:~ -- -: 
~ consequently ~ is -unabJ.:e ::to 'lll~et :its i:mport :requirements w-ithou"t; e. 

high .level of externa2 rinancing. With lirn-1te.tions on its bcrro'Yd.ng 
e.bility on -the private internatione.1lIloney market" Egypt is heaYily 
dependent on belance of payments assistance from foragn g~ve~~ents . 

';::..=-~e. :i.;J -~ -r;he Dni~ea S~a.ves a.r:.ct ~a.-s c::.:;.. S-:,G.. ...... E:5 ~-.~-2 

~rOV2ueQ a significan~ portion of Egyptts balance of ~aj~e~ts ~e~uire­
ments. The recently concluded Egyptian-Israeli Peace Agreement casts 
some doubt on :continued .Arab -assistance leve1.s. Were these levels 
of assistanc~~o drop appreciably or ~he availability of foreign EX­

change a:ffec"ted adversely in other "Ways ~ the GOE would probably be 
.forced to take drastic economic :measures which could have unf'2.vorable 
nolitical conseauences. Social meas~es could include a Tadic~l 
devaluaoion of the J<:gypoian ~ound and/!)r stringent foreign exchange 
rationing, causing a precipitous rise in price levels. Since ~riority 

I 
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vould be given to the import of food and other essentials for the low 
income majority, imports of intermediate goods would be severely cur­
tailed w~th a consequent cutback in domestic industrial~roduction' 
adding to inflationary pressures. Further, imports of capital goods, 
necessary to modernize and improye Egypt's productive capacity would 
be reduced to the extent they were not financed by foreign donors. 
Lastly, less essential consumer goods ~~u1d be cut back fueling middle 
and upper class discontent with the government. Thus, it is clearly 
in the interest of the U.S. to provide balance of payments assistance 
to Egypt, and to encourage other donors to do sO and/or be prepared 
to increase its own support in order to forestall a balance of pay­
ments disturbance which would not only constitute e threat to Folitical 
stability, but would render even more difficult tbf implementation of 
needed progr~ of economic and social development: 

In addioion, the provision of commodity import funding also 
proVlue£ the United states with an aaditional specific opportunity 
to cu~5ider macro-economic issues with the Egyptian Government, in 

. terms o~ the role the eIP program plays not only w'ith respect to 
foreign exchange needs but also in meeting specific sectoral require­
ments, in terms of budgeta~ impact, in terms of the relationship of 
imuorts wi:th subsidies and the like. In the absence of a CI? nrogrem 
t~e would or course be a range of other opportunities (Consuita~ive 
Group;, relations -with the IMF';, etc.);, buT. the CIP :progr.e..m giyes more 
specific o~pDrtunities for broad ranging exchanges of economic policy. 
In order to utilize.~his aspect of the~CIP program in.a,more specific 
manner than has been the ce.se under previolls CIP loans; -8. __ cov:enair~ .. -. .... ___ ::= ____ _ 

--:bas b-""en added call. iDg ---fo~=ai ~ least- an annual.:illE!-:et-j-Dg:~o; !1da.SGllS~rtne--:-:-:-:: ~.- - --.~ 
__ :-~Z':.S£at~ -at' :the .eco-no~:~- --e.:S~~·ci~ted ec_on~7tfi·c~·";sriei;~~~_~e2~~~~~"''-'-:''''~~:-. ---

~--~cc~~J:iP or the A_LD. R:~:;~~:"; t~::~~P-~~f~~~:~~~~:~~~~~~~~ :~~~;~;~ ;~:~~.~:_.~~~=-~_: 
.' ____ T!!e U;S. assl.sta.nce urogram :is' iiirected·i;ovrard not Pnly. ~ . ~ 

promo-:ing ecc!'.C7""1 c and ::poiiticaJ. ~s1;ab"'i 1 i.±y in the short term, j,ut als~c5: = 
encourag-i1Jg and. su'pporting a sound" moderate develo:pw~nv _program.. _ ~ 
T'"nerefore, -w'h-ile_a. large porti.on o:f U.S. assistance 1:;0 .EgY'P1;, hemely-" _ 
the rIP a~d =:-~9.o Title ~~ ~e2 bee~ a~ec~ec at ~~ sho~ ~erm objec­
-:.:..--~ .. :.:_ ':':":.:-:_:::'=-~ ;::::.-:_.:.:..::.::.:=- asS'i-:.c.::::!e:"'5 Tcebg-w:;i1.izec. ~o 
assis-: the gcve~~ent in i~s e=~c=ts to reduce its dependence on 
short term fcreign borrow~g end balance of payments assistanc~ and 
to lay the economc foundations :ror .long term economic growth and 
pali.-:ical s-cability. In line with tbis latter objective;, -the U.S. is 
suppo~ing a major program of capLtal ~roject investments~vhich ~~l 
a.ssist in la.y'ing the base for :!lore -rapid future economic growth.. 1.n 
addition, the U.S. is ~rovid~g a varie~y of technical assis~ance de­
signed to have -w-r.de ranging illlpact on the urban and. rural poor tilrough 
projects in agriculture, beel~h, ~ecbnology and ~raining. (See 
PJmex Table I rOT details.) 

---~---~ - -~ -- ~---- ~~-----~--'?'"-
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B. Economic Background and U.S. Objectives 

. In the long run, Egypt nas -significant economic potential. 
Egypt, with a popul~tion of 40 million, has a ~arge internaJ. market, 
a reasonably ski~~ed population comuared with other LDC's, varied raw 
materiaJ.s; a key geographic locatio;;', and less internal transportation 
problems than most LDC's given the concentration of the population 
a~ong the navigable Nile River. These features make Egypt suitable 
for industriaJ. development both for the.domestic and the growing P~ab 
market. In addition, Suez Canal reVenues were over $500 million in 
1978 and should increase sharply after 1980 with the widening of the 
Canal; petroleum production is already contributing about $815 million 
annually to the BOP, -with significant growth likely in the near future; 
tourism contributed almost $l,OOO,OOO,OOO in 1978, and more is 
anticipated for the ~ture as new hotels are completed; considerable 
potential exists ~or higher returns from existing agricultural lands; 
and there is a substantial flow of remit~ances from over one million 
Egyptians working in the richer Arab countries of the region. 

The most severe constraints on Egyptian deve~opment are: 
a) heavy defense out~ays; b) shortage of foreign exchange; c) the 
external debt burden; d) a poorly organized economic decision-making 
process; e) an overwhelmingly large and inefficient public sector; 
and f) rapio.. popUlation growth, increasing "the problems of' food. supply, 
U!lemployment, underemployment and urban congestion. Jill of these 
problems ere further exacerbated by 'a subsidy ,system which has ~iteral1y 
gotten out of hand -- partly but not ent~elyoecause o~ incr~ased 
import costs o:f certain basic cOD:lIIloditie~ :-. and :represents a. "major 
drain on :the -economy ~d -i.ndirectly .represents-.s. ~lIla~or .-inf'lation~"" '._ 

. threat 'because...of' :tlie':-Dudget,g"Y.':defi:c:;tS':"na"~moneta:ry::expe.Iislon::rel:atea= ' 

to ~b~?~.~~~~'i;1t~:?::~~~tk~:~~~f~~JE:£~i~~~i~~~~~:~.;.~~ .:: --.. 
velopment ,efi'ort .. '1>omestie saYings.-hs.ve been substantially less than 
10 per cen~ of' GDP. ,Until 1974 -the modest ·'level of '':foreign -resources 
available ana the low level of domestic savings 'permitted gross invest­
ment levels only of around 13 per cent of' GDP., As a result, the 
e~":'!2c=~- :-:"'::--""-:;,ec.. EC"'-E-"-~_ ;::~e ~9,?~ ~e =;"F:'::' ~~~-=:e ::..::.. ~::;::-E':'~ 

=-~s::'s-.::a=.':::: e:..s well as ,·rhat appea::-s L;O be growing savings have pe:nIu"ti"Ced 
the ~nvestmen~ level to jump to 25 per cent of GOP. The foreign finan­
~ing has direc~ly_increasea the resources available ~or investment -and, 
through the higher Tates of gr~h in production tha~ ~Dreign-financed 
~aw ma~eTials have made possible, has expanded domestic ~roauction and 
the amount of this production that can be allocated.to investment. 

I 
t 

I 
t 

f. • I 
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The realization of Egypt's long-term potential and the 
allocation of greater domestic resources to the development effort 
hinges upon a number of complex factors. some -of which are not en­
tirely within Egypt's control. The most important of these is a 
definite movement towards an equitable and comprehensive peace 
settlement in the Middle East. Moreover, the attainment of Egypt's 
prospects requires the transfer in the medium term of large amounts 
of capital from abroad; this, in turn, must be in conjunction with a 
considerable investment in the necessary infrastructure and careful 
work in preparing a portfolio of projects suitable for the considera­
tion of potential investors (whether private or public). And finally, 
it requires wide ranging changes in economic policies and institutions. 

Given the nature of Egypt's economic problems and overall 
U.S. political objectives, U.S. assistance strategy must encompass 
dual objectives: 

(a 1 ;main1Oenance of a large net inflow of U. S. 
and other foreign resources in the short run, and 

(b) achievement of a lower need for ~oreign re­
source inflow over the medium and long-run through expansion o~ 
Egypt's productive capaCity and export earnings. 

The U.S. assistance strategy is to support Egypt's mea~um 
and long-t8-"'"lll development program th:rough capital and technical 
assistance project,"i'inancing and shori-tenn econcmic and pol.itical 
requirements throtigh commodity im!,ort i'inancing:> inc2uding pL-480 
T.itle I. As is discussed~_i.n_l!lore deta.iJ.::-2a.ter_", U ... S._ass1:sj;~-s _-.: -

:::::_: '-__ ",_Illy -~>ne _ el,l?!lleEt_",nYob';: .f!t.r~i:w.7§]lPl?ori ;Egy:;pto&s .xe"eJy-:jonE_.,·::::Maj:oL;: ~.:.-=---- '~-­
~- - ---"-Commitments -llave -bean :maa:eoy' -b-ther western -bilati';r,a;L -dono=~---.by ---~ -:=-~:::=~c",--­

. __ - -- t:3UUl:"t~~iera:;!..-::6tgailiZe.ti.on-s.,':':anq..":'bjr.~tller~).I-ab..:eo~ries-;- *~onslli:ta:...:-':"'-·-~- :..:-- - _. -~. 
--==- .; - ~.:t:iveF~gr,?up".~~~_ .~pp -s"ponsq+,ship"was-:estaolished :in 1977. : _ 

:-::~';':' - ~--- .----:...:-
.Given -the c~l"e!lt_=E.nd _proj ected ligh. levels of economic 

a.ssistance to l;mt, and, lnO£~.speci"fiea3.:!y, -the sizable proportion 
of that .assistanee earmarked :for balance of p,,-:_-::!er.-:s support, it is 
cl:.2.:. reasonable -;;0 ask whethel" pro0-s~:::: -::..-;." ::--:.::-.:: 2.::::S:':-;=: ~ z=..:::.-::":"::' 
;.==. ':::=kee. ~o G(2 cOI:mi:'tmen~s 1;0 take 5:peciiic :n::.eas~es directed 2.1; 

;mp!"oving t;he balance o~ 'payments situation and assis~ing economic 
-development. It shoula. De noted that the high level of U.S. assistence 
is intenaed~rimari'Y to aemonstrate our su~~ort ~or the GOEls moderate 
foreign and domestic policies and to facilita~e their continuation. 
The GOE has taken e. number of' key steps to :strengr;hen its policy­
making and domestic policies overall, which the U.S. suppo~ed ana 
encouraged. These include 

--

http:element.ip
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Cal The williJlgness of the GOE economic teBIl! to 
work out economic reform understandiJlgs with the IMF, World Bank, 
et a1. 

(bl The formation of a consultative group. 

Ccl The finalization of the Five-Year Plan. 

Cd) The greater decentralization of overall economic 
decision making; and, 

ee) The ongoing study on ways and means to revise 
the unrealistically low government-controlled prices of many key 
commodities. 

The U.S. is in constant dialogue with the GOE on issues 
of economic policy and reform related to specific projects and economic 
policy overall. With respect to Egypt 1 s balance of payments fiscal 
and credit policies, the U.S. has looked to the IMF as the lead 
entity in recommending appropriate economic po~icies and has supported 
such efforts. At the same time, we seek to maintain our own assessmen~ 
of the economy and are prepared to consider a separate position on 
issues if such were warranted. As described in the CDSS, we have a 
continuing dialogue with the GOE ourselves On such :matters as the 
budgetary deficit, subsidies, price reform, investment ~riorities, 
etc. At present we do not believe the effectiveness of this dialogue 
would be enhanced by explicitly linking the,CIP to specific reforms. 

__ ~ .. At "the same time" "We believe 11i approp=ia;te to begin to 
~ . $trg~"tW~:this dialogue .in .a. more :forma,11I1.2.IlD.eX-. _--ITI this context, 

. ~_':' :,j -~~--.-:.::-.- ---:W.e~. have:..::e~:tab~ish~a .2. -D.e'W~ covenant to this -year 1"S- ·CIP agreement -which 
----.. £-~~~::-=-_-:-::.._~ ~_vrill ~;foriija;J:i.ze:l)eri6ai-c di:scussion be1iween the GOB-and the 11.S .. on a. 

'1'-- -~ ~----- --. -. -
i : . . range o.f :..econoII!.ic -ac.±i.-v.ities .. 
~ 

""'=---=---

In the past yeax, the GOE h2.s tc.ken significant measures 
to impl.temen't the economic reforms -adv-oc2.ted. by tbe DfF and supported 
by the ~*S. and other donors. For ins~a~~e, ~te~es~ rates have bee~ 
Ta~ed: ~1i -of ':"~.Q gcve:.-::=:.::=:..::Is ="'::.:-::";-::. c.::.-'=-.:~ 2.:~-==,::':'-:~~~ ;:z.-.~= 

been shif'~ea from the' official ~o a net.. .. lti:'i.ea. exchEJ:.ge w""i -ch eC2.uivE­
lent to the ::ronner parallel rate of e:xch~nge; own exchange imports 
have been unhampered although tariff re..tes have been aB.justed to 
seek to stiJnulate use of" the own import i'a.~ilities ..!!lore for invest­
Jllent and less :for consumption :purposes; WE.ys to st:!.mulate the priva.te 
.sector are being investigated and implemented and the subsidy issue 
is being broadly and publicly discussed, 'With the prospect that at 
least some revisions "Will be made in the coming year. 
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In addition, the GOE revised the investment code governing foreign 
investment to ~~e it more attractive for foreign private f;rms to 
invest in Egypt. These changes are even more noteworthy when com­
Fared with the GOE' s previous performance in these areas. Despite 
this substantial progress in a number of key areas, budgetary deficits 
are gro"~g and causing a substantial monetary expansion and resulting 
inflation. In effect, the Government is seeking to increase investment 
levels at a substantial rate while being unable or unwilling to reduce 
military expenditures and the subsidy program -- or to increase 
domestic savings -- and has depended increasingly both on domestic 
and foreign borrowing to finance this expanded budgetary activity. 
In fact, the size of the Frojected 1979 budgetary deficit is at this 
time a stumbling block in maintaining the validity of the DlF EFF, . 
although discussions on this mstter continue between the two parties. 
The GOE is aware of the need to take further stel:ls ·.on subsidies and 
the budget deficit, but also recall~ltoo yividly-the even~ in 
J~~uary 1977, when riots resulted from price adjustments related 
to subsidy problems existing then4 Despite the fact that there are 
differences at this po;nt over the question of budget defici.ts and 
inflation, the GOE does appear committed to economic re~orm and 
can be expected to continue mak;ng appropriate adjustments to the 
economy, but that this will oake place -wi.th a careful testing of the 
political impact of eechindividual step_ 

c. S~atus of U.S. Ass;stance PTograms 

The FY-75 Commodity-Import Program was .funded.at . 
5150 m;11ion. ~s ~s lOJ}"'pE;-_"#~~~-cPI!IIlli~ed-.and-.94 ~p~_~cent- -:::=-~:.-;. .. __ 

._~_c_~.:2 dis-oui-sed •. _ ;j!:.-2:-;bi=prevtd~d~=i:j..~!i!4.l:t9n: Iri_~FY,...~7E lincltiaini;-_:th'l.=~--o:.,;o=--:_ "'-0_ 
_.--= :-.:.-:: 'r~l; Tci.s-:is,.nO',f'i.uO--J?fii::.:.:.ce-ri:E;-cODnni=j;£i;& mia.=..:7~-e2.cent clis"';:.~: ~~----- . 

- --:-_ bursed. The :FY-03'7 :3:9all -:w.a.s.:si~a":i:n-':'"Ma.rr:h-19:n fO.IO-.$440 J!l;01 i-en. __ -
It-is lOO "De=- cent cOIi!!Ilitted:ED.d~B5~1Jer cent disbur~d. For FY-78, 
$250 milli~n =-,; prov:i.ded -original]y~ vi:th add-on: of.:$50 1Ili.llion 
la.te in the yea.r. -.Th-is loan is_.98.:::pex...:cent -committ-ed..:and.J_5 ,per 
cent c.::'s-oursed .. ---Thus, tr.~oubh Februa..ry 28,-1979;- a tot'al of' 
2:~2=~ ::::":":ic:: :::as 1:~=::. :-:':":"g.a::~ c= 1o.-::.:..e $39~ ... 3 -..:.:.:...:..:::. is: 
~ ~S5~et ~e~~ers of c~edi~ to U.S. suppliEr~~and $737.2 million 
has beer:>. Cisoln""sea. 
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PROGRAM LOAN STATUS 
(Millions) 

FY-74 FY-7:2 FY-76 FY-77 FY-78 TOTAL TO DATE 

Obligated 150.0 315.0 440.0 300.0 1,205,.0 
Allocated 1,50.0 315.0 -440;0 300.0 2,205.0 
L/Corrrms 
Issued 150.0 315.0 440.0 295.0 1,200.0 

L/Credits 
Issued 149.4 281.6 324.6 142.7 898.3 

Disbursed 143.8 246.0 294.2 53.2 731.2 

The high rate of disbursements experienced in FY-78 ($h47.1 million) 
represents the consolidation of understanding between GOE and A.I.D. 
on procurement procedures in a manner which has permitted more rapid 
utilization of eIP resources than was earlier the case. ~~ is expec­
ted that this high disbursemEnt rate vill continue in FY-79. GOE 
considers that foreign exchange expenditures take place at time of 
opening L/ets to suppliers. Thus, the impa.ct of eIP balance of pay­
ment support takes place at that time and noT. at time of actue.l dis­
bursement of eIP funds. With the procurement pipeline now full, 
leaa time required far delivery of priority ca~ital gOOQS does not 
deter the desired impact on the BOP and the Egyptian economy. 

2. Cauita1 Projects 

," _" ,,_ 'From F.t:75 thrDugh n-7B, A.I.D. obligated $1,lh9 mil-
-lion -to· the -GOE--to . support . twenty-five caDi tal :Oroj-ects.. Eight 01' 

" :thes,E, '(-:t;o*,aling .$36l± mlT',ton.LcW,,?.re -on '1i. gl.a.D.t ll;'sisto ~lle C-OE, in­
c1.uairig

r

tw-linvolving -$41. m,""'''':ion)< rrhich are being ha.ntllea. largely 
E.S :commDdi-;;y loans.' :Eighteen othEr ']lroj ects ($786 1ll;]1 ion) are 
loans to the C~E aimed gefterally at increasing either basic infra­
structure or ind.ustrial. production. "New Directiona.l~' projects will 
take on increasing importance in FY-j9. A detai2ed~rojec~ :iE~ir-f. 

3. Tecbnical Ass; stance PrD.iects 

Prom FY-15 to date, A.~.D. has Dbligated'about $165 ~l­
lion ~o su~port twenty-fou= non-capital grant projecus of rather divers i­
fie na~ures. Incluaed are three special cirect transfers(S27.6 rei' 1 ion) 
to the Depanment Df Defense for clearance of the Suez Canal and Df PDn 
Said harbor and for the ~ransfer to 3g'JPt of a presidential helicopter. 

--- --,----~. 
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Technical assistance activities have expanded considerably 
as project development bas progressed. The FY-75 projects for tech­
nology transfer and feasibility studies {.later extended beyond FY-751 
were used to support project identification and development. Dis­
bursements On these projects are proceeding normally. Major projects 
in rural health., water management and irrigation, family p1anning, 
scientific research, a range of agricultural efforts, a hydrographic 
survey, and a special review of U.S. assistance to Egypt have been 
undertaken, and are expected to lead to activities of amplified scope 
and geographical coverage. An increasing number of projects are in 
"new directions" area. See a detailed listing provided in JI.D1lex 
Table I. 

4. PL-480 Titles I and II 

Since 1974, the U.S. has financed over $855 million 
for pI-480 Title I commodities and has signed an FY-79 agreement 
-valued. a.t $2.1h mil1.ion. The major portion of this assistance has been 
:for wheat grain and :flour. The wheat prOVided has been a critically 
important element in meeting the demand for this basic :foodstuff by 
the growing Egyptian population. 

Title II grant obligations since 1974 neve totaled 
about $54 lllillion and have been used to support cf'eeding a.ncLMCH :p=­
grams in Egypt. 

II. ECONOMIC 1lACF.GROtTh'Il Jl1I.TJJ J1JS'1'IFICA'1'ION 

• 

i "' ... 'T:~.:"~"_.....".::.~,;·~ =-.~~ 
• • _._ c= "~~=~=.,.:.~,,,.~ . ~.= .. C"-~-'" 

.A. - ~ener.a:t:'.:::-:Econol!!.:i:c :Bac1rgrou..~a, _ ~_":::. ~ ';~i ~ :: ~::<?.:~ , 7 ---:::::::=.=:..-::::. '~ .:::...::---=::..=- ;=.:.. ---::.~.:":: 

'i-.. ~~(iU~t;~;~~~ !?~:; . .c. :'<:-_ : ~ .. ' -= . ...;.;:.~::.:;:~. ::...:~: .~~ ::::-.. - ~'. -::-::. -" .. :-~ "'; 
-_.. II 

__ ~ _ ~_.' - Available -GDP nata i:ndi~~te-.tha.t"':.""afte-r exceeding .4 p~ 
cent during the -two years ending 1.972, the-rea3:::grmrth r2:t~_Qf. the ." \ 
economy dropped to about 2 per ceut ±n 1972~~d~3-per cent in ~973. 1 
T:nis decline "Wa.s ~e""~-ersea., -with a substa::J.t; e,1 ju:tr!}' occu::-:!':::.~ == -.::":' 
;:A:-"~=- :.-~~e -=-= :. .. ~:::: .:: z~ ::e::-: :..::. :':;7- a.....': 5 'Per cent :in 1975 and 
:;70. ~s rise was caused .mainly by the recovery of indusT;rial~ 
ne~~oleum and construcvion activity. The 1975 growth in agricultural 
production, although greater than in 2974, at 2.4 per cent, barely kept 
:pace with population growth. Preliminary infonnation indica.tes tha.~ 
the economy grew annual2y.at about 8 - 9% in real terms during -the 
years i977-78. Much of the growth comes :from the petroleum indust:~J, 
const!'11ction, housing, transportation and tourism.. The .sectoxiaJ. 
composition of GDP is given in .~ex Table III. 
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a. Agriculture 

Agriculture accounts not only for 28.5 per cent 
of GDP, but also for about 45 per cent of total employment and about 
40% of the earnings from commodity exports. During the last three 
years, real value added in agriculture has grown by less than 3 per 
cent per annum, a rate which is only slightly higher than the rate 
of population growth. This relatively poor performance was due 
partially to the high level of yields already obtained and to the 
physical constraints on the expansion of the cultivable area, Which 
at present totals about 5.7 million feddens (5.9 million acres). While 
yields on the old lands of the Nile Valley are, on many crops, among 
the highest in the world, this is due largely to highly favorable con­
ditions of perennial irrigation and climate. When compared 1:;0 productivity 
in other parts of the world with similar physical conditions, ,:there re­
mains scope for increasing E~-ptian productivity, although this requires 
more complex innovation than would be true in countries of lower over-
all productivity. Problems of' development of the "new lands l1 being 
brought under cultivation as a resul; of the High Dam, are even more 
complicated, given the extremely high cost of reclamation and the long 
periods required fo~ preparation of these lands. However, the building 
of -ene High Dam at Aswan e1 ;m; nated both drougbt end. flood.~ :permitted. 
the conversion of an additional 10 per cent of the cultivation area to 
perennial 2rrigation, and allowed more flex;bility in the ais~ribution 
of water. On 'the other hanel, it also blocked the annual deposit of 
soil-nourishing silt and ~ostered practices that have led to raised 
'Water tables, and increased soil salinity.. .Its a conse!luence, hea.vier 
applications of chemical :fertilizers - JJlany of which have had to 
be imported .f'rolD. abroad - have been required and 'it nas been necessary 
to develop 2mproved vater.~distribution end rlrainage systems •. Moreover, 

-~ vb.i1.e-'iome J.2,500-feadans~.o:f_ existing rarmland. -are being e.bsorbed:into 
'urb~:.aree.s annually, ef+.orts to reclai1n. new lana lI.ave encoU!1tered re­

--.~~ilrri.~--~:f:ficulti.es; -ae1.ays, :ana new lc.nd prod.uctivity has ,gen.eral2y 
-neen below that of the "old land lost. 

i 
In addition, incentives to f~~ers to increase production 

have been adversely affected by the g-:'-v~:r::ment t s policy of mail:.t:aini~g 

have risen appreciably .. 1:~e GOE ~ecG~~=es ~he ~pc~ance or enccurag~g 
agricultural prDduc~ion. The problem i2 doing so~ however, is obvious 
as the Janu8-~ ~977 urban riots followjrg an inc~ease ~n some food 
prices demonstrated. None~heless,'one o~ t~e ~i=st areas the C~E bEs 
re~uested the .~supported University of California team ~o carry out 
research is price levels and subsidies 2.ffecting agriculture. The f':"':::'e.n­
cing provided through the U. s. eIP :program is direc1;ed, :in "part, towa=d. 
both encoura.ging and supporting the GOE in undertaking a politi.cally 
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. realistic program of economic reform that includes rationalizing the 
price system. In fact. various prov.lsions of the PL-4BO Title I 
'Self-Help agreements are also expected to- have an effect- on--agric~tura:L-- ._-­
planning and pricing policy. The GOE has decided recently to raise the 
basic prices of selected agricultural products and this is expected to 
have a marked impact on production levels.in 1979. 

b. Infrastructure Develoument 

The GOE recognizes the crucial need to rehabilitate 
and rene~ its infrasturcture. It allocates a sizable amount of the 
capital e'l.uipment portion of "the eIP to priority re'l.u:i.rements to the 
~ower, transport and communications sectors. 

Power: Wnile the High Dam provides significant genera1;lllg capacity, 
additione.l amounts will be required in the future. Furthermore, the 
distribution and transmission facilities mus~ be upgraded and expanded 
to accommodate the anticipated increase ~ power supply. Util~z~g 
CIP loan funds, GOE has purchased spare parts for power stations,1 trucks, 
cables and accessories, generators, turbines and spare parts and trans­
formers. In addition, A.I.D .. projects will have a major impact on 
electrical generating and distributing systems. 

T~ansno~: Egypt 1s transportation netvork is seriously deteriorated. 
Roads, bridges, railwcys and ports cannot cope w~th the current volume 
of cargo andi must go through·en urgent -rehabilitation program. CIP 

~ loan. ::f'unds were used -in the- procurement. of marine diesel engines, 
- ___ ] . trucks and tra;ler.s-,-:r-ail·cars~··3..oe.de!"'s, :tra.ctors, -t~actiOJ:l motors~ 
'-:::.:: i -;:~ ~ -_ nav-igatione.l..:contr:o' f9[s.te:i,;.c~~ne~ . ..a.nd..:..:ar.eagers. :£:roj ec~~ -:--;'-_ -_ . --.' -0;;-- ';_ 

:;:_~~.~~!;. ,:,~~e~;ein~NGi~a::'ur~.g:;t~2~oI-:t:~rGyements;~~-::::~~~-::---~~...:..;--:-:::..~:-

~;:~~J-__ ~. ~;~_:~,:-:~,~~~;~;::;;7~:'~~·:~~~:?~~~<~·-·~::~~:;:1::f~¥;.?-~~;~ ....:c •• ~~- _~.';~'~·:b:~~i:,-~",-?£··_-_~_~_:-l-~! -' . -"' - .~.~-. 

-.. -"! -- --:·~o~~c;'tio"'s-:.-=:The:~j;el~communlcation system has- sUfferec.. :freE. 
~ ~ '1' --- - ' . . --- .-

, :"-J:--: -: lack o"f "investm.ent ana. ;,E~?nrjlng·;~""'''-Jt~.13~fui.s financed under eIP two 
'. . _ ~ stages:::if:f'~cro:W"'"8."","e-· e\l1rl:pn~t~o-!)roVJ..-ae.- :i.mr:led±a"te· reJ.i€d' =£.0-~9.?-iro 1 s : ... ": l -.,...- "te:Lep~ne-=systein. •. ~-lIo-£ever:;-4t=:is aht=i.:cipa-r,ed t=.c..t the majori1;y of' 

future aSSiSI;2.!lCe --to the -:;~1 ecomr"'''-'-{~E.-::::''O!JE se~-::c::- -.~ ~;. :!:.E::::2.e.-:' ::::. a 
~rcjec"t oasis .. D FY-l975, A.I.D. initia~ed. a she -;llion projec"t ~~:::>­
-vi ding equipmen-r; -and 'techn'i:cal -essi.stance to _.lL~O IT"'l!.e J!....rab Republic 
o~ Egypt Telecommunications Organizationl. Additional nroject ~~ding 

- -----is expected in the future. ' 

.. " 
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c. Private Sector 

A.I.D. has assisted the GOE efforts to develop and 
issue procedures for the utilization of CIP loan fUnds to the private 
sector. The procedures include incentives involving credit terms, 
direct loans, etc. USAID expects that under those terms, the Egyptian 
private sector will have a better access to needed replacement machinery, 
spare parts, industrial raw materials, trucks, etc. The procurement 
of such items will undoubtedly increase the output of the economic 
system and reduce the burden on the ailing public sector. In addition 
to CIP support for the more immediate needs of the private sector, A.I.D. 
project assistance aims at assisting in provision of medium terms invest­
ment fUnds and technical assistance 00 private investors. 

d. Industry and Mining 

Industry and mining account for aOE>ut 23 uer cent 
of GDP ~ and for about one eighth of to"taJ.. employment. In addition, 
industrial products are the source of OVer 50% of commodity exporo 
earnings, if exports of semi-finished products, such as cotton yarn, 
are included. During the past three years the growth rate of real value 
added in industry has steadily increased from -0.4% in 1973 to an 
estimated 19.8% in 1976. 

Foremost among tbe factors accounting for the im­
proved ~erformance of the ~dustrial sector in recent years vas the 
increased availability of foreign exchange. Furthermore imports 
f'inanced und.er 01m exchange procedures have increased .rapidly -
totaling about $800 million in 1978. With the greater availa-oility 
,of i'oreign exchange and l.J:riorovements in .i1n:Dort_::orocedures, .. .iln.nons 
:of x.a.w 'lnat'eriaJ:~: ..lan.a.-~ sp~; -Parts increased- subs;e.ntic:3...1:y .. ~s a ~ lowed . 
.e. renuct:ton: in:·:tne'·J..evel :oi' sla.cK. :baust=-ial proQuction capaci.ty, ;:which ' . 
Lhad_oeen.- es_tIma.ted-;it-:.:a~oout -.30 -pe'r ---cent -at ~b.e ena .01: . .297:3. -, ':~:. ~-, --"- ---

~ 

YO:!" the lnemum term., the conti::J.ueu provision of COI!!.­

nodity ~port ~in~ncing is an essential requirement for continued 
grow~h in industrial production for two reasons. First, such rinancing 
directly ensures the ade'Q.uate avai2.a1:.:':::::-:: 0: ::'£.-.,:- E..!::' .. ..,-:.e!:':!!!e~2.-:.e 
"!lla:;;etials ~c. sp~e p~s -c-i:;ta.;; are :2eCE:3S:="=:''" :..:.::- e;:-ea~er i.z::.c::.:..:=:.::-=-:=.: 
nroductior,.:. Second, 'in the a.bsence of U.S. C::? loa.:J.s and other s;-m~1a.r 
.i'inancing,~ the Egyptian economic situation would be sufficiently €7irn 
that the GOE 1roUld 'probably hesitate to initiate the reforms that are 
necessary for future growth. In addition to a pressing need to res~ruc­
ture institutional relationships, the perverse irr!.pact of imbalanced 
~rice relat~onsCips is as pervasive in the industrial sector as in 
"S.gricuJ:ture. Wbile the eIP will continue to be an i..!n.:portant SOll:"ce of' 
financing for industrial raw materials and spare pa.:::-:s, we do e.n:ticipate 
that for this loan financing for industrial e~uipment and modernization 
w-ill,be limited. 

• 
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2. Investment 

BEST 
AVAILABLE 

Gross investment hovered at around 13 per cent of GNP 
until 1974, when its share began to shoot up -- reaching 24 to 25 per cent 
in 1975-77. Gross national savings stagnated at about 7-8 per cent of 
GNP through 1975. The Egyptian Five-Year-Plan -estimates -that -national -­
savings increased to about 12 per cent in 1976 and tentatively estimates 
a further increase occurred in 1977 and 1978. 

The proportion of gross fixed investment carried out by the 
public sector declined from over 90 per cent in 1973 to 72 per cent in 
1976. Private sector investments may now be increasing as a per cent 
of total investments. If so, this would be in keeping with recen"t GOE 
policy statements that the government will concentrate on infrastructure 
and largely leave major new industrial investmen"t to the non-governmental 
sector (a2though continuing to modernize and improve existing public 
sector companies). 

As regards the sectoral distribution of investment to date) 
while the commodity sectors received the largest proportion, the per­
centages going to the distribution and se~ice sectors increased. Among 
the commodi-cy sectors, the sr...are of s.gric~~ure fell rapidly and now 
accounts for less than 10 per cent of the total, while -chat of industry 
remained more or less the same L32-37 per cent of the total). The CIP 
has been uti1ized~ mainly by public sec~o~ companies) to im~ort some of 
its needed capital goods~ Tne larger i~yestments in the distribution 
and service sectors occurred mainly in transportation and housing • 

• 

.The !lattern of' resource ut:"liza.tion in Eg'jpt is weighted ~_~~_ 
in fa.vor of_ consumption,~.whi.ch-.in-_zecent ~-y..ears has absoFo.eB..ebout-.-90 .~:::-::.':: _-- ::.::;:.,: -­
-per ce~k;of goss domesti.c-·J!J;:qQ.uct.:..tGDP1 ... -ai:vate ..consumpti-On,,·-wtich~':"':"-· --..:.::.."-.-- ~ . ~ 
hasoeen _fargeii ~stiiei-=a.ea~.:i'.:::.O!1LJ?rice· -;-ncreases by the pol"icy_ur -sub- _. ~'. - ¥ -:--":}--::;---

siai~ing -essent:ia1·:'items~ :h:a;s~"Qneun:ted :Ior ~aDout 65 per ce~t-=---o:f' GPP,:;''':'' .~:..-.=---' -
w':th--the .reI:la.:l:nder ~eing 'made u];> of .consU!!.ptio!! b~t t~e gove:::-nmeni;.. Yet" 
priva~e consumption utilizes 'a'~elativelylow share of available resources 
in comparison to other develeping countr~es with the SEIDe level of per 
capite GNP. Eighty per ce~t of the coun~ries wi~h pe~ capi~a ~ccmes 
De-;-r-ee:: 32('') a:r:.c. 2::00 :~ 2.7"'~ .2:lac. x..g::'e::- s!:.E--e:: ::.: :;::::. e---_ __ :--- -::::£. 
------- "-----'---..=' ... ---

The information th~t is available on ~~e distribution of 
private cons~ption in E~~~ indicates that the E~~~ian income dis­
tribuvion is quite egal~tarian by developing country stanaards, and bas 
no~ deteriora~ea noticeably over time~ Annex Tables ~v and V ~~esent 
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preliminary estimates of the Egyptian income distribution and the 
composition of private consumption at different income levels. 

4. External Financing Reauirement 

The challenge to Egypt in this regard is clear: How 
to ~crease the leve1 of investment relat~ve to consumption ~bi1e 
avoiding a deterioration in the level of well-being Lconsumption) of 
those least able to afford it. The GOE is addressing itself to this 
challenge by ul seeking to reach- a comprehensive and lasting l'eace 
in the Niddle East -- which should favorably influence economic stability 
and growth in the area; (2) helding other government operating expenses 
to the mi~um compatib~e with the provision of necess~ public services; 
(3) seey~ to encourage £oreign and domestic private investors to ~arti­
cipate in Egypt 1 S investment program; and C.4) seeking interim support 
from foreign donors to assist in finanCing the increased Lqvestment 
levels while consumpcion levels are maintained. 

The re.:a.-uiv-e success wi.th. which these policies he.ve been 
followed is show~ in ~he follo~-ng table: 

~ - R '-la-U··· "'nC1'U+'~l:,-z"'+:l-onY ~gypl;J.an esource .Y..va' 0' '"tJ..es .... .....r.. _'- = ... 
Call figures in per cent of GlTI?) 

Resources: 
GNP 
Net Imports of C~ods & 
Services 

-'.rotaJ.:""Resour.ces ·j\.vailable 
_::~_ 3- ~._ ... -:::. 

-- -"- -- -1Jti3.iz-a:'ti:on-:---k

--

. -,.- -'-. -. Consllmpc=ron . -
"Public 
Private 

Investmerrt 

(Gross Netional Se,~~gs)* 

'1973 

100.0 

5.1 

.:l.O~,-:k_ 

(92.0) 
28.2 
63.8 

U3.1 ) 

- -; -
--...- $-

(8: 0) 

1974 1975 1976 

l{)O.O 100.0 100.0 

12.0 20.0 .12.7 
112.0 .l2_0~p --- . ::q.Z.J 

. - •• ~ _____ ~k :.~~. __ • 

(94.6) (92:7J C.88~ 6) 
26.2 25.0 23.3 
68.1, 67.7 65.2 

w7.h) (27.3) (24.1) 

(5.),} (7.3) (11.5) 

Est. 
1977 

100 

12.0 
;!L2.0 

,~ 

:i.all. 0) 

(24.0) 

:..:...:. £j 

(12.0) 

*Equals GNP less consump~ic~ or, al~ernatively, investment less net 
imports. 

JI Based on ~?~ data fo= 1973-1976 and uSft~ estimates fOT 2977. 
Totals may not ada due ~o rounding of numbers. 
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With regard to the medium- to longer-term trends, it appears 
clear that maintenance of domesti.c stability precludes any major re­
duction in the absolute level of private consumption. Given the almost 
universal experience that income distribution tends to deteriorate 
during the earlier stages of economic development, it will probably 
be necessary, in order to offset this tendency, for the over.all national 
level of real per capita private consumption to increase. Given these 
considerations plus the currently substantial population growth rate 
(2.4 per cent), a rough but reasonable assumptionis.that private con­
sumption will continue to absorb about the same fraction of GNP. Thus, 
it vill only be as public consumption is decreased as a proportion of 
GNP that domestic savings can increase and net foreign inflows can 
decrease. In the short term, the only prospect for a substantial 
decrease in public consumption lies in reduced military expenditures, 
vhich depends upon continued'progress toward a comprehensive peace 
settlement in the Middle East and stability in other areas nearby to 
Egypt. In the longer term, a currently high investment program should 
lead to more rapid gro;rth in GNP and should permit the por'tion of GNP 
allocated to public consumption to fall. 

B. Econom;c Justification 

1. Balance of Payments 

Recent developments in the Egyptian balance of payments 
and its prel;m;nary projections for 2979 indicate that altbDughEgypt 1 s 
balance of payments situation ;mproved slightly in 1978~ SUbstantial 
foreign assistance w"'ill be needed in 1979. Ta.ble II in the P..nnex shows 
that during the period 1976-1978, while commodity and services imports 
increased at ~he annual rate o~ 9.8% and 22.l% respectively, commodity 
and service exports registered annual increases of 6.5% and 26.8% .­
respecti-vely. Because Df the rapid grow""tn of' service imports, overall 
export earnings grew at .17.0% Iler.::.e.nnum~~n:jl-e::import-s~ose :at--n.:8%:: -,'" _1'" -~ '--
ra.te .... This -:r.a-o:l:B::growth:of -exDorl:s":''CY2l:::iDinorx-s c:cn:tr-i.but.ea -to-frfa~::':::~ ~.::":';---=---~-=-=--':-': 

taining 1:1 -gte-Die :balan~~ of <~aYments~_si:tua;ti-Gn ·in- .l:.5'i8-:in s:pi:te:..c>.r.: -~ -::-:---=; ~~ -~.=: --.;. ~ 
-the amortization naymen"ts -tha"t i.nc~easea.- :rrnm '$830 .minion in':l91-6:==- .:-. ------:..~.:..--=-~~--;::--~ 
to {j;l, 020 million- in 197.8. As _a resuJ:;; .Egypt' s total i'o:-eign e..'\:cha12ge . 
req,uirement in .addition to Egypt I S ..own i'oreign exchange earnings 
remained at Bbout the same lev:el.in 197-8-(.$2 .... 6 bi:11ion -as in ~976-,: 
($2.5 billion). The :foreign exchange r.equi-rement- for 197";" -.as 
estimated a~ acc~~ S3.5 b;'lion ?=~~~ly because c~ t~~ =ee~ ~0 ~~-
;:;'w" :::~: ::....::...:.::..:::: .= =-_:::z=.s:, :.: ;:.::.::::-:;-~e::=. :::::':_::::~. ~::.:.:::..:--:;:- eS~:':::'E:.::.~S 
are basical.::"y those -that Mw-ere a!:'riv-ed. a:t :in CU= :-ece:!:.~ C::2£ axercise 
They do not necessarily correspond to orficial GOE data.) 

Projected 1979 balance or nav~ents est~m~~ion shows 
that Egypt w~l require ~oreign exchange as~istance of $2.7 b~11ion 
to meet exuected curren~ account defici~s of $1.6 billio~ ~d amorti­
zation of aeb~s of $1.1 billion. I-c is expected t!la~ v6.!'iouS inter­
national organizations w~ll provide the necessary balance of payments 

-~~-~~---~.----------~---
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assistance as shown in Table II. In 1979, the United States will be 
the largest single donor ($1 billion) of the necessary assistance 
for the first time since 1973 - $400 million in project and $600 
million in program assistance. The relative.size of the U.S •. share 
is closely related to political developments. Arab assistance has 
fluctuated significantly from year to year and future levels 
remain uncertain at this time. Although projected at.a reduced 
level for 1979, we do not consider this necessary to be indicative 
of future trends. 

2. Public Finance 

The Egyptian budgetary system is complex!, and 
substantial double counting due to interbudgetary transfers makes 
fiscal analysis difficult. The coverage of the various budgets has 
also changed with the progressive transfers of responsibilities' 
from the central ministries to the public authorities. Moreover~ 

in the interest of security, details are not relea.sed on the opera­
tion of the Emergency Fund other than global figures for outlays 
and, in 1976 for the :::!..rst time, the overall deficit. However, !nore 
information is a-.railable now than in previous years. 

In suite of the fact that the GOE has very success­
fUlly mobilized dom~stic resources for government programs (Central 
C-ove::-nment tax revenues are about 221?e::- cent of GNP), the financial 
situation of the public sector in recen~ years has been characterized 
by a serious imbalance between revenue end expenditure. Major pro-
blems have been caused by the need for continuing heavy defense j 
expenditure before end after the October 1973 var, and the decis~n 
to stabil:i..ze the -nrices 'for essential connnodities through subsi~e5 . 
.f'rom the' budget. -'The main costs or sUDsidization .have-been 1Ilet 'by th~ 
.General Au-t1lOrity for Supply- conm;odi-f-loes ,- whose...:cOnmioaity.:';;re.ai;ng.-·-~­
losses incree:sed :from"L.E .. 119·mill.ion<i:n 1975.=t;o-~:.es1:;ilnated: ..... R, -~~ 
L.E. lii7 :';"J'-l.OIl in 1979. A 'separate -Suede']. "Eun<l-I'or ·Su-osCi.a:ies"-' --_. 
was established iD 1975 to consoliaate ail direct subsidies i¥to one 
fund:; in -tbat yee:= the eaST; of -these subsidi-es -..;as L.'E. 523 ~llion. 
If the aeficits of the uublic author~ties and Public Economic~Organiza­
tions (the "pub1ic econ~!!!ic sectorn) are also treated as subs~.Q.ies, 
subsidizat'::'C:1: car be sa:':j 7.~ l:ave a't\~:::;'"::5-:' 3Q Fer ce:;.-: 0-: -;;a..~ :;e-venue 
-=- -;. -~ .-

#~---".--- ' 

requ.irement fo~ subsidies !-2.5 been a. =e.jc~ factor in the big1::. level 
of domestic bank financing of the budge~a...ry deficit. This i'inancing 
equaled 4.8% of GDP in 1974, 7.2% in 1976, and 9.0% in 1978. 

Despite L;he problem.s caused by the var situation, -there has 
been aprogressive increase in public ;nvestment expenditure .in recent 
years. Expenditures in 1974 exceeded those of 1973 by 25 per .cent and 
figures for 1975 indiee.~e a further increase of l7 per cent. Moreover, 
it is reported that an aeditional L.E. 184 ~llion was utilized from 
the Emergency Fund in 1975 for reconstruction and development in the 
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Suez Canal area. In 1978, as in previous years, the main thrust of 
tbe investment program vas in the manufacturing sector with the. very 
substantial investment in the petroleum industry being to B. large 
extent financed directly by foreign oil companies. Priority was 
given to the completion of major projects suCh as the extension of 
the steel complex at Eelwan, the fertilizer plant at Talkha. and the 
aluminum complex at Nag Hamady. Planned investment in 1979 shows 
13% over that financed in 1978. The eIP 'Will continue to be 
utilized by many ministries to import necessary capital goods. 
This progre.m represents an important element in GOE investment 
plans. 

TIT. SlJMl.!.ARY OBJECTIVES FOR PROPOSED CIP LOAN 

The objectives for the proposed $250 million program loan can 
be categorized among short- and medium-term pOlitical and economic 
objectives. 

The short-term political objectives are (lJ to demonstrate 
continued U.S. support to the moderate GOE leadership, and (2) 
to help assure domestic political stability through the provision 
of financing for commodi.,;y imports. The medium-term political 
objective is to support a continuation of moderate, forward-looking 
actions by the GOE as regards a comprehensive and lasting peace 
settlement in the ~iddle East. 

The economic objective of the CIP loan is to provide a portion 
o~ the foreign ~inancing that is necess~-y to permit a substantial 
Egyptian development program to be mounted. Pr~vate consumption 
levels are dictated by the unsettled-Mid-East s~tuation and the need 
to provide essential government ser'1df~s"~to" :th~: P9PUlat-i-o~-,,--Egy:pt -~ -'-'-":~-
has recerrt:l-:.v,::. been eb1.e to~~~t,:?n-~y~_tmeIlt· ~~OgTaJE.~ha.t~ total.s,~ ___ :.-_. 
about- -21= 'per~ cent 'of GDP as -.a·r_eS!~t.--bot~)?! :tpc.::reasea_-=E'or'!=ign i"i.nan-_~- --­
cillg anft"-.-.greater levels :-6:r-"£e.V:Gig-s'.-~ign:H!-ka.nt·.baJ:a.nc~~~~a~en.ts>:=--~ ,.: ~ 
f'inenci.mi;,-:-like tbat "];lr.6Vl-,..cl.ed- i.iIi<ii"iili.ejj'':S.~~--::-';r;g;am.,"..-wtl:t-:''be - ---­
necessaij-:.uIitil domestic sav.ings .ce!l~:l:!~ 'X:tL~her-·~i:ncreased; -.-

-_." .-~ .. :-- - ~~. --
.- - ·-~-v 
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i 
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rv . LOAN IMPLEMENTATION 

A. CIP Setting 

-l7-
BEST 

AVAILABLE' 

Although GOE ownership still dominates all sectors of the 
economy, a serious effort to revive and expand the private sector is 
underway. However, the government is the :main determinate of re­
source allocation and domestic prices for essential goods, using 
administrative ~ontrols and direction with more emphasis on income 
distribution and resource mobilization for specific goals stated in 
the 5-year economic plan rather than achieving short-term economic 
efficiency. 

The principal policy instrument for allocating foreign ex­
change is the exchange budget, both the global budget of the nation 
and the individual budgets for the various sectors. Coupled ;nth 
the foreign exchange budget, at individual buyer level, is the con­
current local currency budget which must provide sufficient local 
currency to purchase foreign exchange allocations at the oime the 
allocations are spent. 

eIP loens are government to government loans administered 
by the ¥~nisory of Economy and Economic Cooperation (MOE). The MOE 
in collabora~ion w~th the Ministries of Finance and Planning allo­
cates the CIP loan to various economic sectors requiring foreign 
exchange at the time the loan funds become available. The receiving 
sector or Ministry sub-alloca~es ~ts eIP alloca~ion to central con­
trolling organizations, authorities and individual industries or 
£TOUpS under that ministry's responsibility umbrella in accordance 
:with the ministry's -oriorities. __ ~ ~ __ .~. ,'_ , ______ _ 

••• .-" •• - > - • ' , 

,,- --, 
- GOE:~r~~~~~s ~e.nearlY identical ~or all public-sector 

llsers except :for, ~ayering- and --:the -attenaant'mgher 2evel apprpval a.nd 
decision"processes requireQ,of 'suo-ordinated enti~ies. The user's 
central controlling organization initiates the procuremen~ action~ 
turning on-going details over to the user to Tesolve. ~ne control­
ling organization maintains a purchesing committee cc~?osec of the 

::::.cal and. a'WE..!"cis CClI!!!~j:ctees are also mair:.~ained. vnce a purchase is 
planned, these commit~ees came into ac~ion, enaly=ing 5upp~ier proposals, 
recommending awards ana monitoring the ~urchase. Final decision to 
place an order is made by the organization's direc~or or the sector's 
m111ister -depending upon the nature of the purchase. '.!'here are some 
ve.riations in this pr.ocedU!'e. In some areas, the ultimate users forn. 
~heir own buying group with mini stry approval and conduct purchasing 
s;m;lar to a buying association in the United States. In other areas, 
·the buyer is a single industrial user or an authorized distr±bu~or 
and purchase au~hority may be delegated direct1y to the buyer after 
ini~ia1 approval of the suballocation. 

--- ~ ~-~~-- - -- ----------------- --~-~-~. 
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The majority of one-time purchases utilize formal 
competitive bid procedures, similar in appearance to AID's pro­
cedures. The essential differences is to award determinations 
and post bid negotiations entered into by the buyers to obtain the 
best advantage for Egypt. Many routine res~pply purchases, especial­
ly by public sector industrial concerns, are in accordance vith 
normal commercial practice for that commodity market and a simple 
solicitation of offers by telex or public announcement and negotia­
ted priCing, delivery, etc. may be utilized. 

B. Past Experience 

Utilization of the eIP increased substantially over the 
past year evidenced by a much broader range of imports and larger 
number of different buyers. As the Egyptians have become more 
familiar with regulations a-d procedures governing ~~ procurement, 
and USATD has developed a closer working relationship vith its many 
local counterparts, the broad application of loan proceeds has 
escalated markedly a See the following four tables that summarize 
the historical and current status of the eIP: a) Funds committed 
and disbursed; b) Illustrative list of commodities purchased under 
eIP; c) Sector application of eIP purchases; and d) Distribution of 
eIP loan fund.s to maj or ministries. . 

'-.-- . -------
~:-._--_ . 

. -.-.- . . ::''':._-

= 



A swmnary of eIP cOllunltments and disbul'sement oC lll'a1(i,ous loJl1a'iS show in \ he following cable 
" ,I, 

EGYPT PROGRAM LOANS AS OF DECEMBE 31, 1278 

(In Millions of U.S. 
1 

Doliars) 
'\ ' , 

UNDISBunSEl1 IlAMNCE 

LOAN NO. AMOUNT L/COMs L/Cs DISBURSED UNLIQUIDATED Ii ,( !OI-ll4rI'~'lm 'J'OTAL 
(date Agmt). 

\ 263-K-026 80.0 80,0 79.~ 77.9 2.1 2.1 
(2/13/75 ) 

, 

t 263-K-027 70.0 70.0 69.5 63.4 6.6 6.6' 

I 
(6/30175) 

0\ 
.-l 263-K-029 100.0 100.0 100.0 96.3 3.7 3.7 , 

(12/18/75) 

263-K-030 150.0 150.0 135.3 115.4 31\.6 31\.6 
(5/22/76) 

263-K-036 65.0 65.0 38.2 29.5 35.5 35.5 
(9/30/76) 

, ' 

263-K-038 440.0 1,40.0 310.8 287.8 152;2 152.2 
(3/6/77) 

263-K-045 300.0 295.0 101,.7 1,6.1\ 21\8. !5 5.0 253.6 
(2/27/78) 

i, 
, ... _- I 

Total 1,205.0 1,200.0 837.7 716.7 483.3 5.0 1188.3 I 
, 

I ' , I ' 

I: 
:J, 

I , 
'I , 

! • '. , 
-------_ ... _< ... - -lP'-'"":"~'''-'' . ", '''''-'-'''I'''~-''''''-' --T------r------
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ILLUSTRATIVE COMMODITIES PURCHASED UNDER CIP 

COMMODITY 

Tallow 
Cotton Seed Oil 
Corn 
Leaf Tobacco 

As of December 31, 1978 

Buses (Public Transportation) 
Tinplate 
Coking Coal 
Cable and Accessories 
Mlcrowave Equipment 
Wood Pulp 
Frozen Chickens 
Bus S-pare Parts 
Farm Tractors (Unassembled) and Spare Parts 
Navigational Control System 
Trucks and Trailers 
AcetateTow 
Soybean Meal 
Raw Cotton 
Tractors 
Kraft Paper and. Kra!'t Liner 
Graphite Electrodes 
Ambulances 
T.V.Broadcasting E~uipment 

::;~iJ.:rooaa ana Snare Pa~.5·=-": -~.:.--~-,:~~-
:::;:;':~8.nsformers --- - - - -' ~-- -.»-
::='.1l.eI'use Collection Eauil)lIlent _ - __ --. -

_ .. ~_Turbine -and Bpare p;o:-t~ .. - .. 
-- --: : ~-.: "Cranes 

:Rock and Stone Crushers 
' __ Short "Wave High Fre~ue:lcy 

:Dredgers 
~i.ne ~:"e.3e..: -=--~:..::=s 

Grain-Un1oa.ue:!."'S 
Textile Supply Equ::.p!lent 
Synthetic Rubber 
Generator Sets 
Refrigerated Rail Cars 
Compressors & Condensing Equi~ent 
Pick-up Trucks 
Food Machinery 
Street Lighting Equipment 

. __ ._--

Value 

$ 

• 
($ Millions) 

170.1 
86.3 
64.0 
60.5 
52.h 
37.7 
29.3 
23.1 
20.4 
18.7 
17.7 
17.3 
17.2 
16.6 
13.4 
12.0 
11.0 
9.7 
9.6 
9.0 
7.4 
6.0 
6.0 
5.0 
5.0 .- . ~ 

4.9 
4.7 
h 1, .-
h.2 
4.1 
l!." , . 

---
3.0 
2.9 
? c _. -
2.6 
2.5 
2.h 
2.h 

12.3 , 
l 
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COMMODITY 

Cranes 
Rear Dumpers & Trailers 
Machinery E'l.ui.pment & Spere Parts 
Buses LIndustrial Employee Transportation) 
Soybean Seeds 
Cigarette Paper 
Railway Wa.gons 
Electronic Spares 
Herbicides 
Motor Graders 
Electric E'l.uipment·and Spare Parts 
Others lincl. Ocean Freight) 

Tot21.s 

Value l$ Millionsl 

2,3 
2.3 
2.2 
2.0 
2.0 
2.0 
1.8 
1.8 
1.6 
1.5 
1.5 

40.5 

$837.7 

SECTOR p~PLrCATION OF CIl? PURCF~3ES 

C~s of December 31 ,1978) 

Sector 

In:frastructure 
Tre.nsportation~ Industry s Commerce & .Finance 
:Fooe. and Agriculture . 
Social Services· 

Totals 

Value ($ MSllions) 

104.6 
h96.7 
-208.3 

--28.1 

$837.7 

.. ~--."--~:" 

'.-----

. ;::4 

t 
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DISTRIBUTION OF en LOAN FONDS 

Ministries 

Su]l]lly 
Industry 

BY MAJOR MINISTRIES 

LAs or December 31, 1978) 

Trans]lort (Railroad) 
TranS]lort (less Railroad) 
Electricity 
Trade 
Agriculture 
Information (OBTF-TV) 
Information (Printing) 
1!ealth 
1!ousing/Reconstruction 
DeYelopment & New Communities 
J:n-igation 
Telecommunications 
High~ Education 
Local Government 
Suez Canal Authority 
Academy of Science 
Gairo Dental School 
Private Sector 

A 
I 

- -.:....-.------_. 
-'- -"' ~ -----

------- ----- ---------~-- ---- ,--

-'Tot8J. 

Allocations 
($ Millions) 

430.9 
321.2 
22.1 

105.9 
69.0 
9.5 

18.0 
20.0 
2:".0 
14.0 
16.1 
6.0 
3.9 

3l.T 
2.5 

15.5 
58.4 
1.2 
O.l 

35.0 

I 
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There are still problems that impede implementation of the eIP, but 
positive steps have been initiated to overcome these handicaps. 
To date, there have been over 120 separate organizations participating 
in ell', purchasing either as the ultimate user or aa a buying authority 
for several satellite members. Each loan has had the major portion 
allocated to the same ministries, but the purchases have often been 
by new end users unfamiliar~thA.I.D. procedures. 

An A.I.D. procedure that has worked to inhibit loan 
utilization in the past is the routine application of the formal bid 
requirement to all public sector buyers - a procedure that requires 
mutually agreeable detailed purchase contract terms and equipment 
specifications plus a step-by-step bid analysis permitting no devia­
tion from published bid invitations. This procedure was being applied 
-to each GOE purchaser, because each purchaser was a govern...ment mmed 
entity. As A.I.D. has become.familiar with the situation in Egypt, 
it has become obvious that we have large segments of the Ilpublic sector" 
that behave and operate exactly as private cO!01D.ercia.l entities in 
other parts of the world and the Ur-.O.ted States. A result was that 
industrial concerns that had established supply contracts with U.S. 
firms, and distributor/wholesaler concerns that had agency agreements 
to promote, distribute and service a U.S. manu~ecturerTs product were 
unable to participate under competitive procedures. Organizations 
charged with the responsibility of maintaining a. supply of Tes8.le com­
modities, such as o~~ice machines) ink and other non-luxury items, 
were unable "0 nego"iate for brands acceptable to the buying public. 
With reanalysis o~ the public sectorlsEake-up~ these puolic-commercial 
organizations have had·greater opportunity to participate, and ~fstems 
other than formal competitive bid procedures have been used £or approxi­
Eetely ?5 per cent o~ the eIP transactions over the ~as~ year. 

.. ------ -" - - ~- --- ---- --. 
Other .major "f'oreign excbange ..sou:rces~ sucb.·,a~ C-OE-owned . .:.=- "." '.-•• -":' 

FX,. ,Sauai.-.ereaits, :Arab .nation .contributions and other_-d.onor's c.id:.- - -::'.z-:.­
simply fund .the results:::O:f-.-a.- 'normal GOE 'Procurement:: - Thus ~:-;"he ... -,," . -
individual ministries a~a their sub-org~za~ions routinely purchase 
their re~uirements using long established practices, then issue purchase 
payment documents. This, of course, does not mesh -well with A.LD. 
procedures that aTe designed both to not:.;,:.- -the U. S. bUEi::.esE:le:r:. well 

accep~able ~o bo~h A.I4D. and the U.S. bU5~ness communi~y as a whole. 
USJtID has on-going ])rograms to brief organiza.tions receiving their 

""first .LLD . .allocations and alert them to the preliminary work 
TeC!uired. Ullder _A_~I~D. regulations. 

1 

1 

~------.-------~-.~.---~.~--~ .. --~-----



·' 

j 

I 

( 

1 .. 
~ 
" 

i 

1 

-24-

All of the above did, in fact, inhi.bit purchasing and disbursements 
in the initial phase of the CIP program. However, continued use 
by repeating organizations, familiarity with each,other's ~ and 
GOEl procedures; trends toward purchasing fa.st disbursement, large 
volume commodities in lieu of long leadtime capital goods and greater 
AID flexibility on negotiated procurement have all continued to have 
a major impact on improved utilization. Thus, in the period January 
through December 1978, $226.6 million in Letters of Credit were 
opened, and disbursements amounted to $393.0 million. 

C. Prouosals for New Loa.n 

The Egyptian Government has indicated thet in order to 
support effectively the higher level of investments which they are 
seeking to undertake as part of the 1979-1983 Five Yeer Plan, they 
would like increasing levels of cash aid and ~ommodity assistance, in 
order in part to generate local currency for the investment program 
and to dampen overal2 in~lat~on. Specifically with regard t9 FY-1979, 
the C'()E has reClues<ted that the CIP level remain at least at $300 mil­
lion, the s=e as last year. Informally, the Minister of Pl.!nning: 
and others are suggesting substantial increase in CIP financing as 
an elemen1: of -che proposed IIsupplemental aid,lI. We are cGncerned 'that a 
substantial increase in ~oreign exchange ~inancing primarly oriented 
toward local cost financing of an increased investment program could 
exacerbate inflationary pressures. .Following discussions nth the \ 
Government, they have concurred in gOing ,:forward at this time nth 
the Congressional Presentation 2evel. However, the GOE has clear2y \1 

indicated its desire to have this decision reconsidered auring the 
course of ohe year and there is no question in the .mind of the US~.ID ! 
tha;; there will be a continued interest in_augmenting-thl-s'J?rdwsed~ . ~~,: ~.-~:. -,I 
$250 million eIP :pr-ogram during the remainder-<5f-:otbe: :f""sca'l.~"""i -:-~. ~,,;:e"~~:=:"""~''''''i'~~ 

~D~::~~:':~~ _. -=.:.::.~ ~-- :-~-~-.' -.- ~~ ~:-~_~=~~~'. ~-~:;-~'--'~- --~ 
'The emphasi,s: on f'unaing a'7.1:ar,ge:·"".olWnl!26f,.ea~:i:'t!£L ~Q.iL~ ~-.--.::::. :--.. =,~ ="~ ~f 

"-~~:~ent .has, 'Vt"i.tb respect ~o_on-going .CIP-:a"Cti.:yfties, --aecreis·ed--1:D.--tn:e·~----::--- --- i 
past year. Approxilnatp1 y 54 pe!' cent of the FY-l978 CIP -was allocs:tea - :. : 
.:for "food s~a.ples and indus"t:.rial raw materi.als .. It ."i-s- 's.nt-1.dpa.tea -thE.t· ',. , .. ;,-.:".;:'....::.. ; ~ 
a substantial :ponion of this FY-1979 l'Oan~.n.ll. be-used t6--:rinarice ---,..::=-" -' --­
food sta~les and raw mate~ials, thus pernitting fore~gn exch?n~e 
"'::::d.f=-.:::=....-: .. ':-~4:-==::-- :.=. -:=-= =-~ :::::=... ?-.::2: ====~:::.::::.~5 ger.er---y 
requ.::..:::-e less I-l.""el--im;r..ary procure::nent lead tiIne ~ are pUIchased ~in ·large 
quantities a.nd have srort C3 - 6 months) delivery terms. The remabder 

• 
of the loan is expected xo flow into capital goods, such as plant 
:meChi:le..-ry, transpo::w and communica~ions items, cOllS-cruction e\luipment_ 
and spare parts -cha"t 'Would enable existing p:!"oduc-cion "facility to 
operate closer to ~l capacity. It is anticipa~ec tha~ there wi" be 
some pTocuremen~s of long lead-time equipment tha~ may reouire ~ension 
of residual portions or the loan. This type of deley is inherent in any 
CIP, where a loan is utilize~ by a large number of buyers -~th diverse 

t 
I 

reQ.u''''enent s. i 
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This loan, as noted above, is $50 million less than the last 
loan and is less than the GOE -would actually like to have under eIP 
FY-1979, will necessitate a close examination of priorities by the GOE. 
Prior to the $440 million FY-77 loan, eIP financing could not be used 
for food. After the broadening of the commodity eligibility list by 
the inclusion of food items, the Ministry of Supply purchased approxi­
mately $166 million worth of food staples under the eIP. There is a 
continuing requirement for funding industrial raw materials, replace­
ment machinery and spar~parts. We also expect to fund essentially 
needed capital goods such as transport, communications equipment and 
factory machinery. The GOE will have to reduce eIP allocations to 
the Ministry of Supply ($96.5 million, FY-1978) and the Ministry of 
Industry ($108.0 million, FY-1978), in FY-19T9, in order to addi­
tionally satisfy, in part, demands for elP funds by other ministries. 

Although there will be continuing need to fund some long 
lead-time capital goods, we intend to minimize long duration capital 
goods purchasing by emphasizing where possible, repeat purchases 
of replacement equipment already defined and successfully purchased, 
thus cutting procurement lead-times. However, the terminal disburse­
ment date for this loan should be established 36 months from the date 
conditions precedent are met in order to give sufficient time "0 

procure the capital goods which will be bought. One of the most 
difficult drawbacks to 'procurement of: capital equip:nent has been 
that equipment needed to improve prod.uction in almost any sector has 
a long procurement-production-delivery lead-time. Much is custom" 
mEnufac"ured or produced only on order. Buyers with a need for eVen 
small value equipment that requires 18 months .for delivery are 
precluded :i'l"om pa...-ticipating, because the initial 'purchases prepara.tion 
lead-time, -coujJled 'With suppli-ers f delivery times, exceed loan 1>erminal 
dates. '··.lUthough "terminal .uates·§e later'· extended, "tllis··additional 
ti!D.e=-ef't:eri· <is provided too late-t"'o initiate long "lead-time purchases-

. or use residuals-when:· a ljlannea. "DUTchese has "0 ·be canceled and re-. eJi:o;:;a"ea.: _. _. ._-. - .- .:-.. . - - . 
~ 

One drawback to any massiv~ change to ~inancing sho~ lead­
time commodities is the overall consideration of price betwee~ L.E. 
sources and ether world sources. The 'U.S. 'cQI:l}1E.res u::.f'2. ...... o::-2.~::.:.-- :..:: 
:;::-:..:-::: :::::: _-_-==.; :::::.=~ ~ ~"",e=-":" e.::::.;;:' :;;.la;;:.:. .. :c a:c..d esp-ec::'a--;y Oce~ ~::-a::.s-

po~ation costs for distances beyond nearby EuropEan sources. ~lese 

CDS"t. differences are important to GOE buyers. Therefore, the U.S. 
can be used essentially i'or those commodities where '""the U .. S. is 
competitive worldw-:ide rather than the full range of items normally 
purchased. by the GOE rID!!! all sources ~ This compa::-ative pricing 
elemen~ was significantly affected when CIP loans veTe sbi~ted from 
the official to the parallel exchange rate in keepi:lg -w""ith the C-OEts 
progr2JIl of economic reform. This has Tesulted in some AID-financed 
-purchases being canceled following ini tiaJ. 'Purchase ei'forts when 
o::!'ered prices are -more than the Egyptian buyer can justify in 
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comparison with non-U.S. source prices for the same commodity. The 
GOE recognizing both the effects of world prices and buyer's normal 
tendencies to remain with familiar European supply sources, initia­
ted credit incentives for users of the CLP program. This has added 
to loan utilization and fostered greater user capability in attain­
ing planned goals. 

Under the last three commodity loans, the GOE began an 
effort to make commodity loan fUnds available to private sector 
importers. Thirty-five million in total has been allocated for 
the import of industrial equipment, rav materials and spare parts. 
There has been some delay in establishing procedures and incentives 
as this is a new area o:f GOE activity. Formal agreement has been 
reached streamlining import :formalities. The initiation of this 
essential aspect o:f AID has started w~th establishment o:f interbellk 
credit incentives e:ffectively providing private importers with nearly 
the same benefits received by pUblic importers. Since announcement 
by the C~E private importers have expressed considerable interest 
and a number of private letters of credit have been accepted by 
banks. 

The GOE has indicated interest in providing additional 
funding for the priVate sector. Future allocations are being contem­
plated and ve anticipate that a minimum of 10% of this loan will be 
allocated for private sector use. Discussions w~th the GOE poin~ to 
a posi~iye and practical attitude among officials to fUL~hering 
private sector participa~ion. Alloca~ions should have subs~an~ia1 
impact Doth in ~osteriDg greate~ Private Sector Development ana in 
disbursements~ GOE"policy and ~~mpetitive (pub2ic VB private) interest 
credit benei'its to priva.te inmorta~ion. Entreorenel.U"'s indicate needs 

- - -l -

:for aee.ler stocks 'of s:pare parts) off the shelf' e,!uipment) tools, r.aw _ 
mater±als,' "2.~d-:i.naustrieJ. machinery. "The_ -GQ~dvises that; ";m'ports~==-~ 
-shouJ;a :mc1.uae -~con5truction :mater:iaJ":s~ aD.-c:t~l1argware· necess2-7 to s.s-s--i=sZ-:--

.~_~_,;the· expansion -of':the--nrivate sect.or--.if.ld.us~rili" and .service 'f'aclliti:"eS". 
Tne -prinCipal C-OE g'.lide2ine .:for :priva1ie seeper" i"ban usa.ge i.s dev-elop­

"ment o~u~oductioD and essential se~-ices, t~th BEErked interest in 
as Sllring- alloca.tions do not stimula~e luxurY im~orts. 

, 
D. Ttems NecessarT To Exped~te Utilization 

An~iciDated u~ilizBticn of tbis ~oan and prior CIP loans 
(on a Letter of C~edit basis) is projected in the following tables: 

Prio2" Loans 
This l-oan 

FY-1979 

$226 million 
$ 50 million 

$276 million 

$235 million 
$100 -million 

$335 million 

FY-19Bl 

$0 million 
$100 million 

$100 million 

o. 
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Effective utilization to gain the maximum benefit from 
the loan's budget support effect will require close adherence ~o 
the follow:ing items: 

a. immediate approval of the loan paper and PAAD. 

b. use of previously used and standard loan agreement 
and initial Implementation Letter terms. 

c. allocation of loan funds by GOE prior to meeting 
of Conditions Precedent. 

d. allocaoion of a majority of loan funds to essential, 
repetitive, previously purchased volume supply and 
raw material purchases. 

e. limit J:lajor portion of loan for use by previous CIP 
volume purchasing organizations. 

f. rapid =~~~~ication of loan agreement by the People 1 s 
Assembl:i· 

A few of the actions U&'-ID has taken to expedite all CIP loans im­
proving utilization have been: rev~ew of exis~ing allocations and 
identification of non-starters or slow users; recommendations to 
GOE to reallocate slow mov~ng alloca~ions; identifYing sensitive or 
difficult proposed commodities at the initial allocation stage and 
recommending reallocation~ such as phs-~ceuticals, infant dietary 
~or.mulas· and pesticides; identifying commodities the U.S. is not 
competitive w~th non-U.S. sources and recommending reellocation or 
alternative ~urchese5 suchzs, steel shaues, ana structural_steel • 

. .. __ -. - 'These actions .and the C~E t oS lIreviously eia.m:pled. re$olut.iOn::o~ -: -
_ -:----:r:nt-ernal- -p::-e"':eP-=de2<a.ys shou:td.:JD.easur.a.b1.Y :inc!"ease {:f'i'ec"L:iv_~1?pJ..ica-. 

- ::tion 01' -this loan to cU:!"!'"ent budget needs. -- - ------ - -

g. A.I.D. muSv expedite purchase requests andvaivers. 

h. A.I.D: must issue an impl~en~a~ion letter whic2 
~'!"ese=-:~ :::::--::ced.-=sE=- f::~ ::-:::..:.:.:::::~;::: ;:;~ ;:=:'-:.s-:= .=:ect.:::::- CI? :':::::::'5. 

USft~ vill continue to review CIP transactions ~o assure 
they ere not inconsis~ent w~th A.I.D.'s ~rogram strategy ana that 
transactiov~, i~ financed, would not be detrimen~2l to the _overall 
~rogram. The steps taken to accomplish this review are: 

----- ---= ...... 
:1:. ~ -::~_:_.:: 
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l. Initial allocations are reviewed 1dth Ministry of 
Economy to identify and rectify inconsistencies on broad area alloca­
tions. 

2. Individual broad allocations are reviewed as they 
are suballocated by receiving ministries to detennine scope, content 
and possible conflicts with other A.I.D. projects. 

3. All individual p=chase proposals from any sub­
sector allottee are reviewed by the Office of Commodity Imports for 
identification of ineligible items, sensitive commodity issues and 
availability of funds. 

4. All purchase proposals are summarized weekly 
and presented to the Mission Director for approval, or recommenda­
tions to proceed, cancel or conduct further review/research prior 
to conoluding proposal is acceptable. 

5. The Commodity Eligibility Listing (1978), a 
routine part of each loan CPI, is the standard refe~ence for 
determining a) basic initial acceptance and, b) re~uired prior 
approvals or special conditions. 

6. Relevant elements of USP~ are involved in the 
revie~/approval/rejection process of both broad ~llocations and 
individual purchases as needed to determine suitability and avoid 
duplication on project planning. Additionally, a bi-montnly Mission 
review of all CIP transactions is held with representatives of all 
Mission of'fices to provide greater interaction and awareness of' the ~.­

individual CIP actions to Project/Controller/LeBa! and Progremm;~g _ 
~ .- - ." - . - - ~ ~ _. ~ . 

:personnel. 
_:0.. ____ •• ....:...----

• ___ M. ~-.~ T ....:. - -:;:- : ,-_~ 

• .:::"'!::.~.~::.,-- "'Wit-b -resJ?ect to equipment end ma.terial purchases _­
in excessMof $2 nd"ion for use in construction expansion, equiEPing, 
or alteration of a _physi-cal. i"acil"1"ty;-USAID- reY-2.ews the soundness ' 
of the tra!1sac~ion and -will g:nerally satisr.:r i\jself tp..E.-C the ac-civ-ity 
is reasonably sound alld that the expansion or.construction can 
effectively be c8.X'!"ied out by the end-user eithe::- B.irec-:l:r or w-ith 
appropria.-:'02 -;:;e~=-.!ca2 serv""ices. 

The long-term impact on the U.S. balance of payme,,"Cs wHl be 
favorable, because ~his 20an ~1l be spent on u.s~ goods a~d services. 
~s loan will continue to permit U.S. suppliers/exporters vo ~e­
establish old ~rade relationsvips and c~eate new ones fo~ ~dus~rial 
ra.w material and materials and commodities essential :for i.!1creased 

----- -~--~--------= 
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agriculturaJ. and industriaJ. production, and will continue to enh8Jlce 
the expansion of the U.S. export market in Egypt. Furthermore, 
future follow-up orders for machinery and spare parts -will result in 
additionaJ. U.S. exports on a commerciaJ. basis. 

VI. RECOMMENDATIONS: 

It is recommended that a loan to the GOE of $250 million 
($250,000,000) be authorized for financing imports of selected com­
modities, commodity-related services, and other services as described 
below. 

1. Interest and Terms of Rena;rment 

Borrower shall repay the $250 million loan to A.I.D. in 
United States dollars w"ithin forty (40) years from the datel:>f the 
firs~ disbursement 1L~der the loan, including a grace 'period bf not to 
exceed ten (10) years. Borrower shall pay to A.I.D. in United States 
dollars interest at ~he rate of two per cent (2%) per annum during ~he 
grace period ana three per cent (3%) per annum thereafter on the out­
standing disbursed baJ.ance of the loan and unpaid interest. 

la) Unless A.I.D. otherwise agrees in writing, commodi~ies 
and related services financed under the loan shall have their source 
and origin in the United States. 

i 
(b) Unless A.I.D. other1ri.se agrees ~n 

date for disbursement shall be thirty-~ix months 
'~ac~ory_Eeeting of Conaitions P~ecedent. 

writing, the terminaJ. i 
follovting ""the satis- "" 

-(cl ApprovaJ. is given :for -the financing of-frozen poultry 
~in adatti-on to the items appearing o:f the A.I.D. -CommcOity £ligi~;1:ity 
Lis1Jing. 

(d) Labor services :for the rebuilding o:f ra.ilway equipment 
are authorized to be fi~~~ced under the ~oan. 

(e) ?eiodica:J:::-, but;; no less ~!la.n annually, "the 30rrower 
and A.I.D. w~ll IDee"t to ~scuss the sta-cus of the economy,associated 
economic issues and the relationship or the A.I.D. program to those 
concerns .. 

(rl The Borrower covenants tha~ -che Borrower will develop, 
cOlILple:ment and a.pprove ~he necessa.ry plans and procedures to enable 
appropriate pa=ticipation by the ~riva-ce sector in transactions ror 
which f'ina~cing is -provided by this 102.:1. 

(g) The loan shall be subject to such other terms and 
conditions as A .. I.D. may deem aav~sable. 

I 
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TABLE I 

U. S. ECONOMIC ASSISTANCE PROGRAM FOR EGYPT: FY 1 -78 
Millions of Dollars 

"i'1ll1"i''''i''"'"'"'' 
. ..,., .... 

L/G FY 1212 ':: FY' 1276* FY 1277 FY 1278 
I. GENERAL ECONOMIC SUPPORT 220•0 518.1 647.1 513. 115 

A. Balance of Payments (Sub-Total) 248.1 
'" 

?,01.1 620.7 476.5 

Commodity Import Program L (150.0) 
, 

(315.0) (1,1'0.0) ( 300.0) 
pL-480 Title I L ( 98.l) , I (1?6.1) (180.7) ,(176.5) 

,-. I: 
( Sub-Total) 

. " 

26.4 21'.35 B. Development Planning 1.0 ' H·O , 
.-I 
(Y) , 

0.9) ( :p.O) ( 12.0) Technical & Feasibility Studies G ( ( 18.0) 
Technology Transfer & Manpower 

Development G ( , 0.9) ( 2.0) ( 1,.5) ( 4.0) 
Applied Science & Technology Research G ( - ) ( , - ) ( 3.9) ( 4.2) 
Development Planning Studies G ( - ) ( - ) ( - ) ( 3i8) 
Review of U.S. Assistance to Egypt G ( - ) ( " :- ) ( - ) ( 0.35) 

Sunnnary: Loan Component 21,8,1 ~O1.0 62dl'r 11'16.5 
Grant Component 1.9 17.0 26. 1, 21'135 

i 
" 
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II. INFRASTlJRCTURE 

Electric Power Distribution Equipment for 
Suez Canal Cities 

Ismailia Electric Power Plant 
Establishment of National Energy Control Center 
Gas Turbines for Electric Power at Talkha 

and Helwan 
Electric Power Distribution Equipment for Cairo, 

Alexandria, Shibia El Kom and Beni Suef 
Expansion & Modernization of Cairo Water 

Systems 
Expansion & Modernization Of Alexandria 

Sewage Systems 
Expansion & Modernization of Cairo Sewage 

Systems 
Expansion & Modernization of Suez Canal Cities 

Water & Sewage Systems 
Expansion & Modernization of Telecommunications 

Systems 
Design & Construction of Low-Cost Housing & 

Community Upgrading ,....,..-. 

Summary: Loan Component 
Grant Component 

G 
G 
L 

L 

L 

L 

L 

G 

L 

L 

G 

( 
( 
( 

( 

, , , 
:: 

FY 1972, .' 
t P', 

" 

: I' 

30.0) 
.,. ) 

) 

) 

') 

) r ,; I 

, , , 

iF'Y 19761• , 

( ) 
( 99.0) 

, ( :;?I,.O) 

\ 50.0) 

~ ( 

( 

(-- -

30.0 

" 

" , 

I 'I -- "'r ......... 1,. " , 
" ' 

74.0 
99.0 

) 

) 

i 

FY 1977 FY 1918 
; "', 

123.01 

( , ) ( ) 
( 1'2.0 ) ( ), 
( ) ( 17·0 ) 

10.0 ) ( ) 

( 17.01) ( 29.0 ) 

30.0 ( ) 

( 15.0 (,' - ) 

( ) ( 25.0 

( ) ( 60.0 

( ) ( 110.0 ) 

( ) 50.0 ) 

81.01 11,6.0 
112.0 75.0 

, I 



1/0 FY 1975 

III. TRANSPORTATION, INDUSTRY, COMMERCE AND 
I' 

FINANCE 35.0 

Suez Canal Rehahilitation G ( 22,0) 
Heavy Road Construction Equipment G i l~.Pl Cargo Handling Equipment for Alexandria Port L 
Suez Cement Plant 0 ( ) "1N\r ' 
Expansion & Modernization of Textile ~ • I \ I I, , 

Facilities L ( 1 , 

Support for Development Industrial Bank 1,/0 ( ) 
Hydrographic Survey for Suez Canal 0 ( ) 

I Port Said Salines (Salt Refinery Facilities) 0 ( ) 1'1 
1'1 Port Suez Development L [ - 1.1 I 

Industrial Production Sub-Loans L ( ) : 
Technical ASSistance for Industrial 

Development G ) 
Quattimiya. Cement Plant (1 Million Tons/Year) L - ) 
Helicopter Transfer 0 3.0) ; .. 

Summary: Loa.n Component 
Grant Component 35.0 

, 

I { 

lily 19'(\} , PY 1977 

.ill.& 21.0 

( 2.6) ( 
( 1,.0) ( -
(- 31.0) ( 
( 90.0) ( -
( 96.0) ( -
( 32.0) ( -
( - ) ( B.o 
( ) ( 13.0 
( - ) ( 
( ) ( 

( ( 
( ( 
( ( 

159.0 
96.6 21.0 

.- -, II 

FY 1978 

IBO.9 

( - ) 
( ) 
( ) 
( ) 

) ) 
1 2.0 ) 
) ) 
) ') 
) 30.0 ) 
) ~6.11 ) 

) 7.5 ) 
) 95.0 ) 
) ) 

171.~ 
9.5 

I , 

I 

\ , 

j, 
i 
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L(G FY 1275 I<'Y 1276-

IV. FOOD AND AGRICULTURE 11 11.3 32.5 

Grain Storage Silos in Cairo and Alexandria L ( 114.3) ( - ) 
Equipping of PVC Pipe Production Facilities L ( - ) ( 31.0) 
Improvement of Irrigation Water Use & 

Management L ( - ) 1. 5) 
Canal Dredging & Maintenance Equipment L ( - ) ) 
Grain Handling Equipment & Fasts & Oils 

storage in Alexandria; Grain Storage 
( 

r J 

' ( ) Facilities in Safaga L 
' (' - , i::1 Re-Equipping & Provision of New Irrigation F ;;1 ~ :1' : 

I Pumps at 311 Locations in Upper EgYl't L ( 01,,1 , ,( ) -" "'" ,1' , I (Y\ Agricultural Development Systems G ( -: ) , 
'I ) I 

Poultry Development G ( - ) ) 
Rice Research Center and Training G ( ) ( ) 
A~uaculture Development G ( -", ) ( - ) 

S1.llD.IJlary : Loan Component 44.3 31.0 
Grant Component 1.5 

!~ 

rf' or" " 
, ~ 

II 

.., '.-

r 
,-

FY 127'[ 

83. Bli 

( ) 
( ) 

( 0.8 
( 26.0 

( 1,2.0 

( 11.0 ) 
( 1.2 ) 
( 0. 117 ) 
( 2.37) 
( ) 

79.0 
4.811 

F'Y 1978 

13.8 

( ) 
( - ) 

( 1.5 
( 

( ) 
( 3.8 ) 
( 3.5 ) 
( 1.5 ) 
( 3.5 ) 

13.8 

, 
i 
i 
I 

I 
t 
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V. SOCIAL SERVICES 

Rural Health Delivery System 
Family Planning Program 
Integrated Social Work Training Centers 
Development Deceqtralization 
pL-480 Title II~ 

Summary: Loan Component 

'I' TOTAL A.I.D. ASSISTANCE (Excluding PL-480 Program) 

pL-480 PROGRAM 

GRAND TOTAL U.S. ECONOMIC ASSISTANC~ 

* Includes Interim Quarter 
L Loan 
G Grant 
~ Incoudes Estimated Ocean Freight Costs 
E/ Does Not Include Egyptian Pound Grants 

, , 

--_ . ..-_-

G 
G 
G 
G 
G 

--- ----~------

, .... 

FY 1975' 

,( - ) 
( - )' 
( ) 
( - ) 
( 11. 2) 

261.2 

109.3 

370.5 , 

I 
I 
I 

" .. , 
, " 

" , 
, , , , 

, .. 

•• 

TI'Y 19'TG* 

hl 

( 1.0) 
( - ) 
( - ) 
( - ) 
( 3.6) 

5. 11 

l2!L.2. 
lli.:..l 

~ 
r---

-- --~"~-.-.. ------'~ .. -----... -

FY 1977 FY 1970 

17.4 23.5 

( - ) ( 1.8 ) 
( 4.0 ) ( 6.0 ) 
( 1.0 ) ( 1.5 ) 
( - ) ( 1. II ) 
( 12.11 ) ( 12.8 ) 

17.4 23.5 

699.25 750.75 

193.1 189.3 

, 
822.35 2110 •0:2 
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TAllLE II 

BEST 
AVAILABLE 

OVERALL BALANCE OF PAYMENTS - USAID Estimates 
(ill Millions of Current Dollars Except 1979) 

• 

Receipts from: 

Exports 
Shipping and Insurance 
Sue" Canal Dues 
Remittances and Others 
Tourism and Others 

Total 

Pa.;yments for: 

Imports 
Films and Other Commercial 

Payments 
Shipping and Insurance 
Interests, Profits and Others 

(interest) 
Tourism and Maintenance 
Government Expenses 
Other Payments 

:Total 
. ~" .. . - . ::;-

--"- -.--

---' 
Balance on Gu.rrent Transactions - -

Tmpo!'t SlL-ro-olus 
(ne" of interest payments) 

To~el F): ?eauirement 

(Deficit -, or Surplus +) 

2,018.2 
97.3 

311.6 
827.9 
743.2 

3,998.2 

4,764.0 

116.2 
88.6 

346.8 
(325) 
123.7 
106.5; 

93.5 \ 
, 

-1,641.i 

1,3l6 

82;j .8 

2,471 

2.980 

Hl) 

2,220 
150 
430 

1,180 
960 

4,940 

5,350 

130 
100 
435 

(410) 
170 
165 
100 

-1,510 

"1,100 

2~c:.::,~ 

3.520 

3 i 1 45 

(-375) 

1979 
1978(Est) (in 1978 price 

2,290 
125 
520 

1,500 
1,040 

5,475 

5,7240 

150 
130 
500 

(470) 
230 
175 
120 

2,100 

-_ .... - ... 

2,78; 

(+195) 

2,405 
135 
560 

1,590 
1,120 

5,810 

5,950 

160 
140 
535 

(505) 
260 
190 
lU5 

7,380 

-1,570 

1,065 

-,-~ ... 

(+60) 

\ , 
I 
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TABLE n (Cont'd) 

ill§. 12TI 1978(Est) 

Project 1,000 890 1,075 

U.S. 30 40 50 
IBRD 50 50 75 
Suppliers' Credit 300 300 400 
Foreign Private Investment 50 100 120 
Other Donors 100 200 225 
Commercial Credit 470 '200 200 

"Program 1,380 ~ 1,710 

U.S. (including PL 480) 275 410 580 
DlF 145 150 250 
GODE (including projects) 250 1,250 500) 
other BP Assistance '710 445 380) 

*Includes Payment of $540 million in arrears 

Sources: Central Bank, IBRD, DlF publications, USAID/Cairo 
P = Preliminary estimates 

1979 
(in 1978 price) 

1,475 

400 
150 
400 
150 
250 
125 

1,300 

600 
200 

500 

1 

I 
i 
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TABLE III GROSS NATIONAL PRODUCT BY KIND OF ECONOMIC ACTIVITY 
(In Millions of Egyptian pounds) 

(Current Prices) 

.!ID. ~974 !212. 

Commodity Sectors: 1914.8 
689.4 

2305.7 2733.0 

Agriculture 1062.4 1280.0 1406.9 
Industry, Petroleum and Mining 689.5 842.8 1013.7 
Electricity 44.8 48.0 71.9 
Construction 118.1 134.9 230.5 

Distribution Sectors: 507·9 633.9 762.7 

Transportation, COIIlll!llllications 
and Storage 158.6 167.4 224.2 

Trade and Finance 349.3 466.5 538.5 

Service Sectors: 10111.8 1171.4 1293.3 

Housing 124.0 127.1 130.0 
Pub~ic Utilities 16.1 17.4 17.8 
Other Services 901. T 1026.9 1145.5 

GDP Factor Cost: 3464. 5 4111.0 4779.0 

Net Indirect Taxes: 341.8 86.0 82.0 

GDP at Market Prices: 3806.3 'J<l27•0 48101. 0 
.-- .- . 

j 

1976 

3182.1 

1553.0 
1302.6 

77.5 
249.0 

1035.3 

355.3 
68c.o 

1237.7 

136.3 
21. 7 

107.9·7 

51.55.1 

373.0 

5828.1 
-

" 
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TABLE rv EGYPTIAN INCOME DISTRIBUTION 
(Share of Income Received by Different Income Stratas) 

Fraction of Population 

0-10% 
10-20 
20-30 
30-40 
40-50 
50-60 
60-70 
70-70 
80-90 
90-100% 

Share of Income Received 
~ ~ 

5.0% 
6.5 
6.5 
7.0 
B.o 
B.5 
8.5 

1.0.5 
12.5 
26.0% 

4'.0% 
5.0 
6.0 
6.5 
7.0 
B.O 
9.5 

10.5 
16.0 
27.5% 

"'1>.BLE V CONSUMPTTON PATTERNS FOR EGY!'TLtlN HOUSEHOLDS 

Twenty-Fifth Percenti'e Seventy-Firth Perce~~ile 
Rural Urban Rural U::-ben 

Grains and Starches 22.3% 
other Food 41.4 11 _~ • 

! Clothing' .. ~~. __ 20.2 . . 

13.4% 17.1% 
.41.4 .41.1 
22.9 ·10,7 

7.5% 
38.2 
lk.{) i -- --.- llousing & ·Consumer "Dur.ables.- . 24.:5 "'. 

'.-1--==--;::-=:~.'- . l1ealtll, :Education.&-Culture . 2. r 
l7.9 .. l2.2 
3.2 .' ·2.2 

11.2 26.7 
lO.2 
12.7 ! other - . t· 9·:9 

, . 

I 
f 

---l 

I , 

! 

Total 100.0); 
( 

lOO.O% 100.C~ lC~.O::; 

I 
I , 
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TABLE VI COMMODITY COMPOSITION OF IMPORTS* - 1975 
(in millions of dollars) 

~ 
Crude petroleum 
Petroleum products 
Coke and coal 

Primary commodities 

Wheat 
Tobacco 
Maize 
Wool 
Sesame 
Other 

Intermediate commodities 

P~ima1 fats and vegetable oils 
Chemicals, n.i.c. 
Unwrought, waste and scrap metals 
Iron and steel 
Dyestuffs and coloring 
Wood 
Paper and paper products 
Fertilizers 
Electrical products 
Rubber and rubber products 
Oils and wax 
Other -. .. 

.A.utomobiles 
Other transportation 
Textile maehinery 
~'ect~ical ?~~ducts 

:::::::.:-:.=... :::.:---=_&. '::';"":::::;:=-E~ 

Ot~=r 

Consumer commodities 
Durables 

Automobiles and motorcycles 
Radio and television 
Other 

Hondurables 
Wheat :flour 
Sugar 
Tea 
Coffee and cocoa 

, , 

- - .~ 

$ 266 
183 

8 
75 

$ 738 

543 
52 
69 
16 

6 
51 

$J....2:@. 

345 
253 
39 

260 
47 

ll7 
140 

95 
53 
35 

. • ..0.. ·'·23· 
163 

:--~~~ :'--
. ..$ 66" 

247 
33 
,49 .- -oC":; 

B8 
230 

$ 680 
126 
(77) 
(15) 
(34) 

554 
(U9) 
(105) 
(32) 
(10) 

.. 

- - - ---

i 
\ 
I • I • , 
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TABLE VI (Ccnt'd) 

Nondurables (Cont'd) 

Meat, fish and poultry 
Beans and lentils 
Medicines 
Disinfectants and insecticides 
Paper and paper products 
Other 

Total 

$ (58) 
(37) 
(17) 
(85) 
(34) 
(57) 

~These data are based on customs records, and hence differ from 
the balance of payments figures·~hich are based on exchange 
control records. 

, 

1 • j 
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S YPT FY 79 C.I.P. LOAN 

3A(2) - NONPROJECT ASSISTANCE CHECKlIST 

The criteria listed in Part A are applicable generally to FAA funds, and should be used 
irrespective of the program's funding source. In Part 8 a distinction is made between the 
criteria applicable to S~curity Supporting Assistance and the criteria applicable to Development 
Assistance. Selection of the appropriate criteria will depend on the funding source for the program. 

CROSS-REfERENCES: IS COUNTRY CHECKLIST UP TO DATE? IDENTlFY. HAS STANDARD ITEM CHECKlIST BEEN 
REVIEWED? 

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE 

1. ADD. Unnumbered; FAA Sec 653(b) 

(aJ Describe how Cemmittees on Appropria­
tions of Senate and House have been or . 
will be notified concerning the ncnproject 
assistance; 

$250~illion C.I.P. Loan was included in 
the ff 1979 Congressional Presentation. 

(b) is assistance within (Operational Y s 
) e . Year Budget country or international 

organization allocation reperted to the 
Congress (or not mere than 'Sl million 
over that figure plus 10%)7 

2. FAA Sec. 611(a)(2). If further le9i5- No further legislation is required other 
lative action ;s required within recipient 
country, What is baSis for reasonable than customary ratification of Loan Agree-

, expectation that such action will be ment by People's Assembly. 
comoleted in time to pennit or<ierly I 
accomplishment of purpose of the • 
assistance? ~! 

~J ~;",:--=-_ . ..:-,_ •• ___ ~ _ -u 
~ 3. tAA""Sec-:-209, 619. 15 assistance mot;! This progr.arn is 'not _susceptible of execu-

-,-.: I . - effic1ent1y and effectively given=th1;Ough _ tion 'as 'par_t :oi-:i!, regionaT"or)[iultilateral 
-:~ r~iona! -'Or mult~l-ateral 'OT"!/aniutior? ',- program.-' ]t- j 5 'not"expected fo- encourage 

'-
---" 1 

-, 

,!T.50 wn:f is aSS1stance.not'5o~wen. '.'- re'gional developmen·'·"'rograms. Egyp· is 
!nforma'tl0n and conclus,on whetner aSslst- - . 1..,... l-

ance "nl encourage regional develooment not -a -newly '1ndependem: country. 
programs. If assistance is for 'newly i 
independent country, is it furnished 

!~~:~~~~l:!~~t~~~i~~~~!~a;~~~~ ~~ in 1 
tne ~;~ ex~;n~ zopropr-.~~t. 

~. FAA Sec. 60l(a1; rand Sec. 201(( for 
aeve oement oans). Information and 
~cnciusions wnetner assistance will 
encouraae efforts of th~ coun~ry to: 
(a) increase the flow of in~ernational 
trade; (b) fos~er private initiativ~ 
ana comoe:1tion; (c) encourage aeveloo­
ment and use of cooperatives, cr~d1t 
unions, and savings and ioan assoc~a~~ons; 
(d) discourage w~noooli5~ic practices; 
(e) imoreve technical efficiency of 
industry I agriculture .. and c:::rnnerce; and' 
(f) s~r~ngthen free labor unions~ 

Program will increas~ the flow OT 1ncer­
national trade by providing the necessary 
foreign exchange for; the importation of 
qoods. A portion of the program assistanc 
is earmarked for the Egyptian private 
sector and will tend to foster private 
initiative and'competition. 
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A. 

BEST 
AVAILABLE 

5, FAA Sec. 601(b). Information and con­
clusion on how assistance wi" encourage 
U.S. private trade and investment abroad 
and encourage private U.S. participation 
in foreign assistance programs (including 
use of private trade channels and the 
services of U.S. private enterprise). 

6. FAA Sec. 612(b); Sec 636(h). Describe 
steps taken to assure that, to the 
maximum extent possible, the country is 
contributing local currencies to meet 
tne cost of contractual and other services, 
and foreign currenci es owned by the United 
States are utilized to meet the cost of 
contractual and other services. 

7. FAA Sec. 612(d). Does the United States 
own excess foreign currency and, if so, 
wnat arrancenen~s have been made for its 
release? .. " 

To the extent that trade patterns between.'" 
the'o DE and U. S. conti nue to grow and 
expand this program will have a positive 
effect on trade patterns. 

Not applicable. Program provides foreign 
exchange assistance for commodity import. 
No other contractual or non-commodity ~ 
related services are being financed unde~ 
the loan. 

B. FUNDING CRIT:RIA FOR ~ONPROJECT ASSISTANCE 

Presently, no U.S.-owned-excess currencies 
are cont~plated to be used under the Loan. 
It this becomes necessary, no problem is 
ant~cipa~ed for their release by ~e GOE. 

. ....:.:J.. 

&. r;.;.. See. S31 fa). iii1~ ~s &SS1s-...z.:ce S"::pp;o.:-:. 
%lrt::=c':.t ~eo!!=:.c c= o:c.l!::.ica.! s~il!:: .... ? 'l'o t.!'.Ie 
ex':.e~~ ?oss~=~e, do~s i~ ra:le=: ~e ?O~:y ~.c­
~ons c! sec~on l02? 

::b. :;.J. Sec. ;:a3. 1flll &ssisti.::.ea ::"'"'1CC' :.=.is 
ehz::-:.e= ;::« ~see !Q: ::'::'~i~-:y, c= ?a="'-~'i~.,. --­
a.~ivi':.!.es? 

a.l.lt will promote economic sT~bility 
by providing vital foreign exchange re­
quired for Egypt's economic develoDment. 
2. Yes, to me ext.e...?lt possible. -

b. - No •. __ . ____ . 

.. :.:...:.~::. -~ -- ~ --- ....:...-~~;.~:.;- -= -~-:..,,~~':.-
--,.~--. - - --~ .:'_._ . ..::..:.. ... _-----

--'-.----" -
a. FAA .sec. l02(d; 560;-1'11; Sec. 281a. 
Extent 'to whicn ac'ti V 1'ty wiJJ (1 J effec­
tively in~olve the Door in development, br 
extendino access to economy at local 1evel. 
increasing labor-intensive production. 
soreadina inves~ent Jut from cities to 
sinall ·toWns and f'Jni areas; and (2) help 
~::~-= ':-c :;;:.::;:;--~ :'3:. a.ss':s-:. -.:-~- !:"~ 
urnan poor !~ n~,t ~nEms21ves ~ow~ro 
be~~er life, ant oL~erwise encourage 
democratic private and local governm~~t 
institll1:ions? 

b. FM 51?<:. 103. i03A. 1()4, 105, 106, 
107. Is aSslstance oeing made available: 
Linclude only a~ol:c3ble paragraoh -­
e.c., a, b, e~c. -- wnicn corres~onds 
~ources of Tunas used. If more tnan 
one fund sour== :s used for assis~~nce, 
inciude relevant oaragrapn for eacn f~nd 
source.~ 

-:- . 

'. . -' 
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(1) [103] for agriculture, rural develop­
ment or nutrition; if so, extent to 
which activity is specifically designed 
to increase productivity and income of 
rural poor; [103A] if for agricultural 
research, is full account taken of 
needs of small farmers; 

(2) [104] for population planning or 
health; if so, extent to which activity 
extends low-cost, integrated delivery 
systems to provide health and family 
planning services, especially to rural 
areas and poor; extent to which assist­
ance gives attention to interrelation­
ship between (A) population growth and 
(8) development and overall improvement 
in l"iving standards in developing 
countries. Is activity designed to 
build motivation for small families in 
programs such as education in and out 
of school, maternal and child health 
serv;ces~ agriculture production, 
rural development, and assistance to 
urban poor? 

(3) [105] for education, public administra­
tion, or human resources development; 
if so, extent to which ac"ivity 
strengthens nonforma1 education, makes 
formal education more relevant, 
especially for rural famil ies and . 
urban poor, or strehgthens management 
capability of institutions enabling 

_":'."". _ ,:,-~":",:,,. __ the poor to participate in d~yelopment; 

-0 i4hf-l 06T for -technical .assistance, energy. 
~- research .. reconstruction, and selected 

developnent problens; -if so, extent 
activity is: 

(a) to help alleviate energy problem; 

(b) T'~onstruction afte; natura!1 or 
~~i~ce disaster; . . 

(e) for special development problem, 
and to enable proper utilization of 
earlier U.S. infrastructure, e.c., 
assistanc~; 

(d) for programs of unan deve1coment, . 
esoecially small labor-intansive 
enterpriSeS, marketing sys~ems, and 
financial or o~her ins~i~~ions ~o 
heio urban Door par:ic~oa~= in 
economic and SOCial Qevelcomen~& 

(5) [107] 'Y gran.s for coo~inated Dri­
va~= effort to de~elop and aisseminate 
intermeoiate tacnnologies aopropriate 
for developing coun.ries. 

E',lCTIVt: OATE. 

November 2, 1977 

N.A • 
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c. FAA Sec. 207; Sec. 113. Extent to N .A • 
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 availability of trained 
worker-power in the country; (4) programs 
designed to meet the country's health 
needs; (5) other important are.s of 
economic, political, and social develop-
ment, including industry; free labor 
unions, cooperatives, and Voluntary 
Agencies; transportation and communication; 
planning and public administration; urban 
development, and modernization of existing 
laws; or (6) in~e9rating women into the 
recipient country1s national economy. 

d. FAA Sec. 28l(b). Describe extent to 
which program recognizes the particular 
needs, deSires, and caoacities of tne 
people of the country; utilizes the 
country·s intellectual resources to 
encourage institutional development; and 
supports civic educat10n and training in 
skills required for effective participa­
tion in governmental and political 
processes essential to self-government. 

e. FAA Sec. 201 b) 2 -(4) and -(8 ; 
Sec. 201 .,; Sec. 2l1(a1 1 - 3 and -(8 
Does tne ac.ivity give reasonable premise 
of contributing to the development of 
econOO1ic resources,. or to the -increase j)f 
productive capacities and self-sustaining 
economic growth; or of educational or 
other institutions direc~ed toward sociai 
Drogress? Is;~ related to and -consistent 
witn other development activities~ and 
will it ccm:ribute to real hable long­
ran~e 'objectives:? 

. ~~j :~: :-:-' '.:' (::\; 51?:. 211 r~'{5'. 
\ 61. infor::lc::l0n anc. c:onciUS10n em 
~ible effec~s of ~ne assis~ance on U.S. 
economy,. with s~ecia' reference to areas 
of substantial labor surplus,. and extent 
to which U.S. commodi~ie5 and assistance 
are furnished in a manner consistent wi~h 
improving or safeguarding the U.S. 
balance-of-9aymen~s oosition. 

NonDr~iect tr;~E~ia for Develooment 
ASS1StanCe ,L~ans cnlvl 

a. F~A Sec. 201(b)(1). Information and 
conclu51on on a\/allaDl1ity of financing 
from o~ner fr~~-warld sources, including 
privat2 SOUTC2S wl!hin the United Sta-r;Es. 

N.A. 
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b. FAA Sec. 201(b)(2); 201(d). 
Information and conclusion on (1) capac­
ity of the country to repay the loan, 
including reasonableness of repayment 
prospects, and (2) reasonableness and 
legality (under laws of country and 
United States) of lending and relending 
·tems of the loan. 

c. FAA Sec. 201(e). If loan is not made 
pursuant to a multilateral plan, and the 
amount of the loan exceeds $100,000, has 
country submitted to AID an application 
for such funds together with assurances 
to indicate that funds will be used in an 
econemically and technically sound manner? 

d. FAA Sec. 202(a). Total amount of 
money under loan Which is going directly 
to private enterprise, is going to 
intermediate cr~dit institutions or other 
borrowers for us~ cy private enterprise, 
is being used to finance imports from 
private sourceSy or is otherwise being 
used to finance procurements from private 
sources? 

N.A. 

4. Additional Criteria for Alliance for 
Prooress N.A. 

[Note: Alliance for Progress assistance 
should add the following two items to a 
nonproject checklist.] 

·~,"'FAASec. 251(bl(l}-(8). Does 
--::..assistance ulce ; nto account pr.i ndpl es _ _'. _~."'-~.,-~ 

.l. 

:::O:F tne Act 'Of Bogota and 'Charter.of."Pun-ca .. - - -~~. 
~el ~te; .and to- "Wnat ex'tent-wll1 -;.tbe -:-.- _ _ ~_ .:=:: _ 2'-~-=-:-
activity contribute to the aconcmic 1lr - __ -. _'~A :..~7'.;'::-
-political im:egration of Latin -America?- A 

b. FAA Sec. 251(b}(8); 251(hl. For loans, 
has tnera been ~aken 'n~o ac~ount the 
effort made by recipient na~ion'~o repa­
t-iate ca~~~l ~"V~~: ;~ ~tr.e; c~~~-~es 
oy tnElr own :i~~==ns: .~ ioan ccns~~~~ 
with the findings and recommendations of 
the Inter-American Committee for the 
Alliance for Progress (now 'CEPCIES," the 
Permanent Executive Commit!ee of the GAS) 
in its annual review of national 
development activities? 

~ See. ;::r~:. ~~ll ~~e ?==:~=~ ~~!~=e =;~­
::I!::'~ -, -.-e .se _e.::-. c:: ;:=:cec.=1!.5 !== ~"':.. aw.e.=~~':i' 
c~ =:=~~=~S, ex=e?~ whe:e &?~:~:1;:t ~~c=e=a=~ 
=-.:.l.es a':':::w ..c":...~e=-J~se? 

Yes. 

BEST 
AVAILABLE 

J 

1 
I 
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BEST 
AVAILABLE 

3A(3) - STANDARD ITEM CHECKL!ST 

Listed below are statutory items which normally will be covered routinely in those provisions of 
an assistance agreement dealing with its implementation, or covered in the agreement by exclusicn 
(as where certain users of funds are permitted, but other uses not). 

These items are arranged under the general headings of (A) Procurement and (8) Other Restrictions. 

A. PROCUREMENT 

1. FAA Sec. 602. Are there arrangements to 
permit U.S. small business to participate 
equitably in the furnishing of goods and 
services financed? 

2. FAA Sec. 604(a). Will all commodity 
procurement financed be from the United 
States except as otherwise determined by 
the President or under delegation from 
him? 

3. FAA Sec. 604(b). Will all commodities in 
bulk be purchased at prices no higher than 
the market price prevailing in the United 
States at time of purchase? 

4. FAA Sec. 604(c). Will all agricultural 
commodities available for disposition 
under the Agricultural Trade Development 
& Assistance Act of 1954, as amended, 
be procured in the United States unless 
they are not available in the United 
States in sufficient quantities to supply 
emergency r~quirements of recipients? 

5. _ FAA Sec. 604(d): If the cooperating 
country discriminates :agifns~·~:S. 
marine insurance ~omcanies,-wil1 -agree­
ment require-that" marine insurance be 
placed in ~he United Sta"es -on 
ccmmodities financed? 

o. FM Sec. 504(.1. If offshore procure­
~ent of agricui~ural commodity or product 
": :..:- ~E' .:.: .... ?o:c~. is tne.r'2 orovisioT' 
agains! suc~ ;r=cursmen~ ~nen ~ne 
aomestic orice of such commodity is iess 
-=.1an parity? 

7. FAA Sec. 604(f1. Are there arrangements 
wner,eny a supoi ier will no't receive 
payment·under the commodity irncort 
program uniess he/she has certified to 
such information as the ~gency by 
regulation nas prescribed? 

Procurement of commodities and ser7ices 
under the loan will be according to 
established A.I.D. Reg. 1 procedures. 

The loan authorizes procurement from the 
u.s. only, except as A.I.D. may o~erwise 
agree. 

Reg. 1 will he incorporated into t=e Loan 
Agreement to enforce statutory pri~e 
restrictions .. 

Not applicable under this loan. 

, 
t 

Lgypt ~oes not discriminate agains~ u.s. 
marine insurance 'companies .. 

See questi'On 3. of 

1 
itJ 3AC3L , above. .. 
1 

Yes, A.I.D4 Reg. !1 certification x:cuire-
merits -will be applied. -

--------=--=--:===:=::=====--=-=-==~ =======--=--=-=--==--=--=---=---=-:--:---:-
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8. FAA Sec. 608(a). 11111 U.S. Government 
excess persona! property be utilized 
wherever practicable in lieu of the 
procurement of new items? 

9. I'MA Sec. 901 (b). (a) Compliance with 
requ'remen~ ~nat at least 50 per centum 
of the gross tonnage of commodities 
(computed separately for dry bulk 
carriers, dry cargo liners, and tankers) 
financed shall be transported on pri­
vately owned U.S.-flag commercial 
vessels to the extent that such vessels 
are available at fair and reasonable 
rates. 

10. International Air Transcort. Fair 
Comcetitive Prac'tlces Act, 197A 

If air transportation of persons or 
f - property is financed on grant basis, will 

provision be made that U.S.-flag carriers 
will be utilized to the extent such 
service is available? 

, 
" 

; 

... I 
i 
! 

B. DrriER RESTRICTIONS 

l. 

Z. 

3. 

FAA Sec.' 620(h). Do arrangements preclude 
promoting or assisting tne foreign aid 
projects or activities of Communist-Bloc 
coun'tries, con'trary to the best interests 
of the United States? 

FAA Sec. 636(1). Is financing prohibited 
from USe, witnout waiver, for purcnase, 
long-term iease, exchange, or guaran'tY of 
sale of motor venicle ~anufactured 
outside the United States? 

Will arrangement preclude use of 
financing: 

a. ~lt S~. 11~. :0 ~2V for oerformanCE 
_:.:-::cr::~ -.:.~_~:~r:. s'!e--:~iz:-:-:::·.: 

or to motiva~e or coerce persons to 
prac~icE abo~ions? to pay for performance 
of involuntary sterilizations as method of 
family planning or to coerce or provide 
any financial incen~;ve to any person to 
prac~ice sterilizations? 

h. F . .l.A Sec. 62~(o). to comcensate owners 
for exprocria~ea nat.ionai iZe<l property? 

c. F~A Sec. 560. 1:0 finance police 
~ra;ning or o~ne!' iaw enforcement 
assistance, except fer narcotics programs? 

d. FAA Sec. 562. for CIA activities? 

AID HAND800K 4, App 3A 

i· 
BEST 

AVAlLA[<i r- '. -

Efforts will be made to utilize excess 
property to the maximum extent possible 
in public sector procurement under the 
loan. 

• 

A.I.D. Reg. 1, which is incorporated into 
this loan, will cover this requir~ent. 

----. 
) 

Yes. 

Yes. Additionally any necessary determ-. 
inations under 620 enJ. will be issued •. ' 

i 

~. cL· . 
.<,~naI¥"l.ng .:s not 

i 
pe-TJDi~t;;a. to be used 'for 

·---Such-purposes ... 
.~~-~.:' .~ , 

1 
Ye.s. 

Yes, 

Yes. 

Yes" 

.-
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e. n 79 A=. Ae-: Sec. lO~. =0 pay ~::'SiOns, .:c. , 
pe=$ol'!.."lai7 !or .::.:.i':'~L-Y 

!. n 79 A:'O. Ae-: Sec. 106. 'l'o ?ay O.N. &S5tS.J::lan-:.s? 

~. :y 79 A~~. Ae~ S~e. 107. To e&--=y O~~ ?=ov~s!o:J 
c! TAn. $ec-·o:-.s <Zo§ ~c;;.J a~;:. 251 Cll)? r:-=a.,sZe:- o! 
FAA fur.a.s 'to =1.!!. '!.:.1~~e:2:.1 orsa::.!u-:ior...s :!o: le!'lc..:..."lS'.) 

h. :y 79 ~==. A~ See. 112. Zo :i~~ce ~~e expo=~ 
0: nuclea: ec~.:.~e~~, =~el~ c: tec~_~olocv c: :0 
=c.=. :o:,e.:.;-:' !;&':.!.ons .:.n ::lucla£:' ::itld..si" 

i. TY 79 ~~~. ~e':. S~e. 60l. To ~ usee !=r ~~~ei~ 
cc ?:C?AS'~CA r~~o~es w!.~-.:.n C.S. not &~~or~.c 
~ Conq:=u.s? . __ . . 

4. FAA Sec. 201 d. If de~elopment loan, 
s lnterest rate at least 2% per annum 

during grace period and at least 3% per 
annum thereafter. Can the country 
borrower service the loan on harder than 
standard development loan terms? 

I E,.,-ECTIVE OAT! 

November 2, 1977 

Yes. 

Yes. 

Yes. 

Yes. 

Yes. 

Not applicable. 
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