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SUMMARY AND RECOMMENDATION
 

1. 	 Grantee: The Government of the Arab Republic of Egypt. 

2. 	 Implementing Agency: Ministry of Investment and International 
Cooperation.
 

3. 	Amount: Life of Project funding of $10.0 million.
 

4. 	 Source of Funding: Grant from FY 1983 Economic Support Fund. 
certain Egyptian pound costs of the activities such as listed in 
the project description will be financed from the A.I.D. 
activity Trust Fund (FT-800) except as stated in Annex E. 

5. PID Requirements: As the basic purposes of this project remain
 
those of earlier authorized PD&S projects, the Mission has
 
assumed a PID is not required. However, an AID/W cabled 
concurrence with this view has been requested. Authorization
 
and 	obligation will follow cabled confirmation that the Bureau 
accepts this view.
 

6. Project Purpose: Assist the Government of the Arab Republic of 
Egypt (GOE) to identify, develop, evaluate, test and execute 
priority development activities and make appropriate investment 
decisions to meet long-term development needs. 

7. Project Description: The project will assist the GOE and such 
private sector organizations as the Government might indicate, 
by providing financing for feasibility and technical studies 
that identify and prepare development projects for possible AID 
financing; conduct sector studies and assessments; carry out 
selected pre-project activities; provide evaluations of
 
projects, and support activities that accelerate implementation
 
of the AID program in Egypt.
 

8. This project provides $8.0 million in funding for activities of
 
the type listed in para. 7 above, and $2.0 million to support
 
Egyptian and U.S. private voluntary agency programs. The Volag
 
element of the project will allow the GOE to take advantage of
 
voluntary facilities to address areas of concern that are not
 
covered by formal projects and that are considered
 
developmentally important.
 



9 "Grantee. Contribution: Wherever feasible, the GOE will provide 
or fund office space, clerical help, drivers and vehicles and 
other local costs of activities such as those listed in the 
projet de.~cjptin. 

10. Grant Application: The Government of Egypt has requested AID to 
provide U.S. $10.0 million to finance the foreign exchange costs
 
and certain L/C costs of the project. (See Annex E.) 

11. Mission Views: The grant will be authorized by USAID/Egypt. 

12. Terms and Conditions: Since this. project continues th. 
Mission's PD&S programs, there may arise situations where 
funding for an activity agreed on in a prior PD&S project may 
fall short of available amounts, (e.g., because of cost 
overruns, inadvertent dereservations, or expanded activities).

If this occurs, the additional funding needed should be provided
through this project, ceteris paribus. 

13. Statutory Reguirements: All statutory criteria have been met. 

14. Environmental Concerns: Persuant to Section 216.2 (C)(2)
 
(i)/(iii), of 22 CFR 216, activities proposed in this grant do
 
not require an environmental impact statement: however, as
 
necessary, each sub-activity will be reviewed as to the need for
 
such statement prior to USAID approval. 

15. Contracting: Each sub-activity under the grant will be reviewed
 
on its merits as to the benefits of host country or USAID
 
contracting.
 

16. Reconmendations: Authorization of a grant of $10.0 million in
 
FY 1983.
 

17. Project Ccmmittee:
 

Chairman: R. Burke
 
LEG: B. Bryant 
CON: A. Gordon
 
DPPE: D. DuLavey
 
IT/FI: J. Suma
 
IT/IR: R. Seifman
 
DRPS/UAD: P. Hong
 
HRDC/EDU: W. Charleson
 
HRDC/S&T: J. Weber 
AGR: F. Moore
 



This annex includes the explanatory action memorandum and 
addendum to the Mission's guidelines for PD&S activities.
 
The addendum details procedures to be followed for 
financing "short tern" contractor services. Reference to 
these guidelines will be incorporated in the new grant 
agreement for project 263-0102. 
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II. BACKGROUND 
4. 

Since 1975 USAID/Egypt .has obligated over $65 million for technical andfeasibility studies. Tje studies have permitted both the U.S. andEgyptian governments to make appropriate investment decisions best suited'to Egypt's longer term development needs. The-program also responds toU.S. legislative requirements that call for detailed analyses of
engineering, technical, and administrative aspects of proposed project

activities prior to obligation of U.S. funds. 
In addition to this

legislative requirement, AID requires preinvestment analyses as an aspectof sound management practice to avoid, as much as possible, downstream
implementation problems. Funded activities also may lead totechnological or administrative innovations or, short of this, may point
the way to va-:ious options that the Egyptian government may take in 
addressing problem areas.
 

The Egypt program is the largest of all U.S. economic developmentprograms; however, total U.S. funds available are still very limited whencompared to overall needs of the Egyptian economy. Studies and research
financed under the Technical and Feasibility Studies program help theU.S. and Egyptian governments to allocate U.S. assistance to the highest
priority areas.
 

The program has assisted the Mission and the Egyptian government to makeoverall technical and economical planning decisions as well as specific
pre-project analyL es. It has served as a funding source for projectevaluations in those projects that did not specifically budget funds for
them and more recently has supported selected U.S. private voluntary 
agency activities.
 

As a result of the success of this program and in view of the continuingneed for such pre-project technical assistance and analyses, the Mission 
now proposes to establish a new project that continues this effort. 

Major types of program activities funded under this grant may be 
classified under the following categories:
 

A) Feasibility and Project Design Studies; 

B) General and Sector Studies; 

C) Evaluations;
 

D) Technical Cooperation. 

A. Feasibility, Pre-Project and Project Design Studies 

These studies assess whether a proposed project is worth pursuing
and if so, perform preparatory work for project development. Among
other factors, feasibility studies normally examine the
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economic viability of a project. This is particularly important to 
insure that as prices in Egypt rise towards world market levels, 
investments continue to be economically viable. Proposed projects 
also are subject to the test of financial viability to ensure that 
they will not pose a drain on Egyptian budgetary resources over 
their life and will return dividends to the Egyptian economy. 
Finally, technical viability is examined with the objective of 
identifying the best way of carrying out a project. Once the 
project has been determined to be worthwhile from an economic, 
financial and technical perspective these studies also can serve an 
important role in the actual project design. Depending upon the 
complexity of proposeT" hvestments and the economic issues 
associated with them, 'project design and feasibility studies may 
take from 3 to 18 months to complete. As an example, a $390,000 
feasibility study in 1978 of cement marketing and demand in Egypt, 
resulted in a decision to invest $195 million in the expansion of 
the Quattamiya Cement Plant. 

Under the FY 1983 grant, feasibility studies, and design efforts 
will focus on transport infrastructure and agricultural development, 
including cooperatives, and a major study on the technical, 
financial and economic aspects of the elements of the irrigation 
network selected for assistan:e. Further work also is proposed in 
the area of private sector development including small scale 
enterprise and feeder industries. 

B. General and Sector Studies 

General and sector studies are a second major type of study activity 
undertaken by this grant. These studies which normally take between 
6 months and one year to couplete, occasionally longer, typically 
examine -the social -and economic dynamics-of -a broad sector, the 

issues associated with the sector, and the investments or investment 
options that AID and the Egyptian Government may consider in the 
future. An example of a sector study is the urban policy study that 
AID undertook at the request of the Egyptian Government. This study 
examined the process by which urban growth is occurring in Egypt and 
provided Egyptian planners with a variety of options for channeling 
future growth in Cairo, Alexandria, other smaller existing cities, 
and new cities. Another recent study examined the telecommunication 
sector and provided a detailed investment plan through the year 
2000. The Government is Using this as a basis for further 
telecormamnications investments, including approximately $240 million 
in funding from AID. 

The 1983 grant will include funds for advisory assistance and 
follow-up to the Presidential Mission on Agricultural Development in
 
Egypt and the BIFAD extension report, as well as two activities in 
the area of investment promotion. 



C. Evaluations
 

These are normally "mid-project" examinations of projects to
identify whether the project is achieving. its stated purposes. iI. tbp.
time planned. Most evaluations are relatively short-term in 
duration, taking weeks or a few months to complete. Evaluation 
recommendations have caused changes in project emphasis or design,
increcsed funding for projects and frequently, experience that may
be applied to other undertakings. The Water Use and Management
project evaluation led to a restructuring of the project. The 
change should enhance project results and provide valuable 
information for the design of the $112 million Irrigation Management
Systems project initiated in FY 1981. The evaluation of the Basic 
Village Services project determined that the project was functioning
well but did raise for. USAID and GOE attention some issues
concerning maintenance and infrastructural development, which are 
being addressed. 

D. Technical Cooperation 

These activities respond to the need for basic technical inputs to
the pre-feasibility, policy and sectoral studies being made by the 
Egyptian Government. They usually are a first step in the
evaluation of specific sectoral activities and also respond to 
specific needs to modernize technological practices in certain areas
of the economy whose influence on economic activity is of major
importance. 

Under this rubric, U.S. funds are provided to certain private
voluntary organizations whose activities are congruent or 
complementary with both the CDSS and sectoral studies. In FY 1983,
$2.0 million is proposed to finance activities that include a 
GOE/CARE-sponsored program of agriculture development and GOE/CRS
activities in nutrition education. 

This grant also will fund an initial cooperative effort with the 
MIIC to improve the capacity of the GOE to identify their manpower
and training requirements and to improve the utilization of human 
resources already trained. 

III. IMPLIE1NTATION
 

A. General Procedures: 

The Ministry of Investment and International Cooperation (MIIC)
initiates and/or approves the utilization of funds for 
sub-activities and the USAID Program Office is responsible for 
overall management and monitoring. Technical offices and project 
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managers involved in the various sub-activities will assuna 
responsibility for the day-to-day monitoring of sub-activities they 
have initiated.
 

Within USAM, proposedl indizidual. su-artivity fuding requests ar_ 
forwarded for the Deputy's Director's considecation by Action 
Memorandum and include the following: a description of the proposed
activity, its estimated cost, its relationship to GOE and USAID 
priorities and interests, and, nearly always, copies of requests for 
assistance from GOE entities involved. Correspondence initiated by

USAID to MIIC requesting MIC approval, or requests to fund 
activities from MIC to USAID, are cleared and registered by the 
USAID Progam Office.. Once all approvals have been received, the 
activity is sub-obligated by the Controller by issuance of a PIO/T,
personal services contract or other appropriate document. 

In order to speed the approval process, 7SAID and the MIIC are 
working to develcp a system whereby advance approval can be mutually 
agreed through an excharige of letters on quarterly requirements. 

B. Activities Initiated by Private Voluntary Organizations (PVO): 

The formal request for financing a PVO-initiated or sponsored
activity is forwarded from a GOE technical backstopping Ministry to 
the MIC for their review and approval, with a copy of the 
correspondence and the PVO proposal being sent to the USAID. The 
USAID then takes preliminary action on the proposal (i.e.,
establishes an ad hoc project committee and reviews the proposal)
while it is being considered by MIIC. After receipt of a formal 
written request and approval by MIIC, final USAID Executive Board 
action is taken to approve or to disapprove the proposal. While the 
initiative for these actions rests with PVO and the GOE, the Program 
Office, as appropriate, facilitates clearances of the proposal with 
the MIIC. 

C. Project Fund Review: 

The USAID has established a system by which unutilized, earmarked 
and committed funds can be reprogrammed within the project for other 
approved activities: The USAID Program Office, Controller's Office, 
the individual activity backstop officers and as appropriate the 
Contracts' Office, will on a quarterly basis jointly review all open
earmarking documentation and committed sub-activities whether 
completed, incomplete, active or inactive. The funds can be 
reprogrammed via de-committing and/or de-earmarking actions. 
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The following lists proposed activities for funding under the grant by 
type of activity: 

Ir. MMPITLAMIO OF PRM~SAIS POM
 
FUNDING UNDER THE GRANT .
 

AMOUNT 
TITLE OF PROPOSAL 	 ($000's)
 

1. Feasibility Studies 	 1,630
 

a. Small Scale Enterprise Credit 	 65 
b. Feeder Industries 	 65
 
c. Cairo/Aswan Highway 	 1,500
 

2. Sector and General Studies 	 1,015
 

a. GOE Investment Procedures 	 180
 
b. Investment Promotion 	 35
 
c.Public Sector Credit 	 100
 
d. Industrial Pollution Abatement 	 500
 
e. Follow-up to BIFAD and SAAD Studies 	 200
 

3. Pre-Project Studies 	 680
 

a. Irrigation Development Technical Studies 	 400 
b. Review of Agricultural Cooperatives 	 120 
c. Excess Property Protection/Selection 	 25
 
d. Low Income Water/Waste Water 	 40 
e. Land Use Infrastructure 	 60 
f. Multi Sector Science and Technology 	 20 
g. Women in Development 	 25 

4. Project Design 	 735
 

a. New Land Development 	 250
 
b. Production Credit - Phase II 	 35 
c. Neighborhood Sanitary Systems 	 300
 
d. Industrial Finance Development 	 150 

250
5. Evaluations 


6. Technical Cooperation 	 5,690
 

a. 	 Relocation of Turbine Generator from Suez 
to Abukir 300 
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AMOUNT 
TITLE OF PROPOSAL ($000's) 

6. Technical Coperation (Cont'd) 

b. Workforce Policies and Programs 900
 
c. Zinc Alloying and Preparation 1,865 
d. Training Program for Egyptian National Railways 125
 
e. Accelerating contractor/GOE Project Implementation 500
 
f. Private Voluntary Organization Activities 2,000 

TOTAL 10,000
 

The status of activities to date under the previous project (0042), as
 
well as an illustrative list, funding projection and description of
 
activities to be undertaken utilizing the funds provided in this grant,
 
are detailed below in the Project Description.
 

V. PROJECT DESCRIPTION
 

1. FEASIBILITY STUDIES 

A. Activities Funded from FY '78-81 Grants that Resulted in Further 
Investment 

PROJECT AMOUNT
 
($000's)
 

Mineral/Petroleum & Ground Water Assessment 150
 

Electric Generating Plant 520
 

Electric Distribution Study 547
 

Port Said Water/Waste Water Study 201
 

Small Farmer Production 
 138
 

Bus and Truck Maintenance 
 276
 

Quattamiya Cement 
 390
 

Renewable Energy Field Testing 
 270
 

Suez Port Study 
 265
 



-9-


PROJECT AMOUNT 
($000's) 

B. 	 Activities Funded From FY '78-81 Grant that have not vet 
resulted in further investment 

Edfu Pulp and Paper 828 

Ferro Manganese 853 

New Lands Development 443 

Cairo University Faculty of Law 226 

Lake Quarun Chemical 150 

Port Said Modernization 1,590 

Desert Sand Farming Irrigation Groundwater 
Study - Kharga Oasis 

Reserves 
59 

Port Said Container Terminal Study 47 

Oil seeds Production 69 

Private Sector Feasibility Studies/Invest. 
Free Zones 

and 
71 

C. 	 Activities Proposed for Funding Under FY ' 83 Grant 

1. 	 Small Scale Enterprise Credit Study: 65 

USAID has undertaken an extensive series of studies of 
small scale enterprise and investment policies and 
programs in Egypt. The latest such report provides
evidence of progress in the SSE/SSI area by the 
Development Industrial Bank. USAID strategy under the 
Production Credit project is a three-prong credit 
approach, i.e., short term, term credit and SSE credit. 
If successful with the term credit proposal in FY '83, the 
next logical step will be a SSE credit project. The
 
proposed critique would analyse all prior work and,

dependent on these findings, make a definitive 
intervention proposal for FY '84. This study should be
 
undertaken inmid-CY 1983.
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2. Feeder Industries 


The Minister of Industry has indiated. intezest in the 
encouragement of "feeder" industries to supply large
end-assemblers (e.g. vehicle assembly, building
construction) and intermediate producers, for example,
spindles for the textile industry. The Chairman of the 
Egyptian-American Joint Business Council, the President of 
the Engineering and Industrial Design Development Center 
and individual sector investors have also expressed
interest. The discrete sub-activities of the Industrial 
Productivity Improvement Program (IPIP, project 263-0090)
address selected problems of existing and potential feeder 
industries, but this program is not focused on "feeder" 
suppliers to large end-assemblers and intermediate 
producers. With the encouragement and assistance of both 
MOI and the JBC, USAID will attezpt to define more clearly
the technical assistance (i.e., non-credit and 
non-commuodity) requirements of 'feeder' industries in 
selected subprojects.
 

3. Cairo/Aswan Road Study 1,500 

Cost of professional services required to carry out a 
study on the GOE proposed Cairo-Aswan highway. The study
would be limited to the economic feasibility of the 
proposal and would contain the following major elements: 

a. Corridor maintenance; 

b. Most suitable route; 

c. Establishment of design standards; 

d. A traffic survey and estimate of future volume;
 

e. Order-of-magnitude cost estimate; 

f. Economic feasibility calculation; and a 

g. Preliminary enviromental impact study. 
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2. SECTOR AND GENERAL STUDIES 

A. Funded under FY '78-81 Grant and Completed 

PROJECT AMYT 
($OOO's)
 

Renewable Energy 116
 

Agricultural Policy and Input Analysis 144
 

Land Development, Infrastructure Study 167 

Women in Development 18 

Housing Finance 200
 

National Urban Policy 1,532
 

Industrial Policies Study 216 

Off-Farm Rural Employment 395 

Small Scale Enterprises/Sector Studies 275 

Irrigation and Water Management Study 500
 

Informal Housing Sector 220
 

B. Funded under the FY '78-81 Grant and Not Yet Completed 

Financial Sector Survey 156 

Health Sector Assessment 195 

Economy Wide Modelling - Cairo University 18 

Agriculture Sector Assessment Up-date 350 

C. Activities Proposed for Funding Under FY '83 Grant 

1. Examination of GOE InvestDr.nt 
Procedures - Stage I $180
 

There is ample evidence that the investment process in 
Egypt is highly corplex. What is surprising is that the 

http:InvestDr.nt
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total process/procedure is not well known. This initial
 
study would examine the process, chart the required

investment procedures to increase the general body of
 
kno#ledge and identify particular

requirements/steps/procedures that possibly could be
 
eliminated or streamlined.
 

2. Investment Promotion $35 

It is anticipated that before or during the implementation

of the Business Support and Investment project, a special

requirement will arise to carry out MIIC Minister Shindy's

plans for the Investment Authority. This may involve an

update to the Irish Development Authority's study on the
 
Investment Authority.
 

3. Public Sector Credit $100 

The study will focus on public sector companies, those
 
that either have or are considering joint ventures,

licensing arrangements, or trademark agreements. It would

determine whether such companies are prepared and. capable
 
to utilize credit at commercial or near cammercial rates
 
for imported equipment and professional services. It will 
also investigate the extent and terms of bank lending to
 
public sector companies along with an assessment of the 
receptivity of both the private and public sector banks as 
potential funding channels.
 

4. Industrial Pollution Abatement $500 

A survey would examine the requirements and potential
demand for credit to finance in-plant pollution reduction 
programs. Such credit would conceivably be directed 
primarily at sub-activities that result in product 
recovery, thereby enhancing the financial attractiveness 
of an investment to the borrower. The study also would be
supportive of the Mission's initiative in the areas of 
water and sewerage by indicating ways to recycle waste
 
water, thereby reducii.g its flow into the system.
 

5. Follow-up to BIFAD and SAAD Studies 
 $200
 

This activity will provide advisory assistance and
 
discrete follow-up studies in close cooperation with
 
Egyptian counterparts on the major agricultural sector and 
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sub-sector reviews such as the BIFAD Extension Report and
 
the SAAD Study (Presidential Mission on Agricultural
 
Development in Egypt).
 

3. PRE-PROJECT ACTIVITIES 

A. 	 Funded and Completed Under FY '78-81 Grant
 
which resulted in further investment
 

PROJECT AMOUNT 
($000's) 

Agricultural Management Administration 	 302 

Middle Management Education 	 443
 

Francis Runners, Aswan High Dam 

B. 	 Funded under FY '78-81 Grant ConDleted but
 
Have not yet Resulted in Further Investment
 

Industrial Free Zones 535 

Investment Information Centers 	 679 

C. 	 Funded or Planned Under FY '78-81 Grant
 
and not yet Conpleted
 

Embaba Airport Study 	 60 

D. Activities Proposed for Funding 

Under 	FY '83 Grant 

1. Irrigation Development Technical Studies 	 400 

Additional assistance is plannei as follow-up to and 
expansion of the irrigation sector activities currently
underway. These studies will cover technical, financial,
economic and environmental aspects of those elements of 
the irrigation network selected for assistance. Several 
small assistance requests of the GOE to examine specific
technical problems also will be funded. 

31 
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2. Review of Agricultural Cooperatives in Egypt 120 

A comprehensive examination of, the structure- of the, 
existing cooperative system and its potential as an 
institution to promote agricultural development and the 
S:owth of agro-industries. 

3. 	 Travel of GOE Officials to Select and Inspect 
Excess Property Materials to Determine 
Suitability of Identified Equipment 25 

4. Low Income Areas Water/Waste Water Study 40 

Technical assistance will be provided to study the 
engineering feasibility, and to assess Egyptian contractor 
capabilities to execute design, construction, commodity 
procurement, and appropriate technology activities for 
septic sludge collection and final disposal benefiting low 
income areas. The study will assess commitment of 
governorates to the objectives of the proposed project and 
their needs. 

605. Land Use Infrastructure 

Three experts will be funded to provide pre-project 
engineering feasibility certifications; assess adjustments 
in planning, promotion, and marketing required of current 
public sector practice of land sales; assess requirements 
for improved services in land title recording and record 
control; and assess characteristics of proposed project 
sites. 

6. Multi-Sector S&T 	 10 

The funds requested will be used to re-write the project 
paper, excluding Title III activities. The overall 
objective of the project will bling the Egyptian S&T 
community's considerable expertise to bear on development 
problems by reorienting research from basic to applied, 
and by bridging the gap between the academic/research 
institute efforts and the needs of industry, health, 
agriculture, and other productive sectors of the economy. 



-15

7. Women in Development 25 

Funds are required to provide technical assistance to the 
Ministry of Social Affairs in collaboration with PVOs for 
development of projects in the area of irr. generati=
for women. Projects, including training activities, will 
be identified that can be carried out on a pilot basis 
with a view toward widespread replicability. 

4. PROJECT DESIGN ACTIVITIES 

A. Activities Funded From FY '78-81 Grant That 
Resulted in Further Investment 

PROJECT AMOUT 
($000's) 

Teleconunications 702 

Suez Water and Waste Water 925 

Pipe Drainage 92 

Alexandria Waste Water 85 

Ismailia Waste Water 77 

Basic Village Services 39 

Small Farmer Production Inputs 
and Technological Innovation 19 

Ministry of Education - Primary 
Education Initiatives 40 

Transport, Vocational Education 48 

Basic Services for 3 Governorates 88 

Alexandria Port Survey 72 

Data Collection - Ministry of Agriculture 8 

Rehydration Study 240 

Provincial Cities Basic Services 123 

Private Sector Credit 65 
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PROMECT AMOUNT 
(S00's) 

Vocational Training - Minia University 55 

Agriculture Prices Adjustment Study 75 

Irrigation and Water Management 500 

B. Activities Funded from FY '78-81 Grant and Which 

Have Not Yet Resulted in Further Investment. 

Flat Glass 


Solar Energy 

Polyester Fiber Plant 

Industrial Free Zones 

Small Scale Enterprise/Private Sector 

161
 

50 

11 

535 

Study 196 

C. Funded from FY '78-81 and Not Yet Completed 

Technical Nurse Training 184 

Agriculture Sector Program Design 250 

D. Activities Proposed for Funding under FY '83 Grant 

1. New Lands Development 250 

To assist the GOE to develop further a technological and 
information base for use in making decisions on investment 
in the reclamation of desert land, USAID is proposing that 
a new lands research activity be undertaken. This study 
will develop the parameters and content of any future 
USAID assistance for land reclamation. 

2. Production Credit Phase II 35 

The design work proposed under this activity calls for the 
services of one U.S. technical advisor and one economist, 
The technical advisor will undertake the following: 



- 17 

- a detailed description of the refinancing/
risk-sharing mechanism; 

- a description of financial flows through the 
system as loans are made and regiwwe 

- delineation of selection criteria for trustee
 
and participating banks, and reconmendations 
for their selection; 

- criteria and operating policies for cash 
managenent functions of Fund; and 

- background support argumentation. 

The economist will be tasked with the following: 

- prepare draft economic analysis for a project 
to include discussion of MOV interest rate 
subsidies, impacts on private investment and 
value added; 

- estimate project leverage; 

- provide analysis of project costs and benefits; 
and cost effectiveness. 

- identify economic issues surrounding the 
project, and provide recommendations for 
resolution;
 

- recomnend a phased framework for economic 
analyses of sub-loans which banks could 
gradually implement under the project; and 

- recommend options for USAID to follow IA, the' 
economic policy dialogue with the GOE as it 
relates to credit programs. 

3. Neighborhood Sanitary Systems 

This study will support a proposed project providing water 
and waste-water systems for low income neighborhoods in 
Cairo. This effort was originally intended to be carried 
out under an FY ' 7 7 loan; however, project exigencies
resulted in deferring this activity for later 
implementation. The study will examine the economic 
feasibility of providing local water and waste-water
 
systems in low-income neighborhoods, examine their 

300 
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relationships with the major water and sewerage efforts 
presently under way in Cairo, identify beneficiaries of 
neighborhood sanitary systems, and provide cost and 
implementation data needed to put together the proposed 
project. 

4. Industrial Finance Development 150 

The Mission plans to engage the services of a financial 
consulting team to investigate in detail the financing 
mechanisms that could be established to provide credit to 
the Egyptian banking system. The credit would be on-lent 
to industrial companies for medium and long term 
industrial investments. The design would follow the 
completion of the public sector credit paper and would 
complement and build upon existing credit programs 
established for the private sector. Me-team would be 
expected to suggest criteria for company participation in 
lending programs that respond to liberalization and to 
investments in industries where Egypt's comparative 
advantage is greatest. 

5. EVALUATION 

A. Evaluations funded from FY '78-81 Grant 

PROJECT AMOUNT 
($000's) 

Science and Technology 53 

Development Planning Studies 46 

Basic Village Services 65 

Agricultural Development Systems 40 

Water Use and Management 25 

Egyptian Electrical Sub-Sector 120 

B. Activities Proposed for Funding under FY '83 Grant 250 

The funds requested for evaluation activities are needed 
to gather progress and impact information on major USAID 
projects. Evaluation forms an important and integral part 
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of project implementation. The two evaluations proposed 
will be a mix of outside and inside efforts; that is, for 
reasons of objectivity and timeliness, the USAID will hire 
noik-A:I experts as well as place qualiie& AMA = -
Mission personnel on teams to assess these projects and 
recommend improvements that will help to heighten a 
project's development impact. While most USAID projects 
have specific line items in their budgets for evaluation,
 
the activities listed here have no such evaluation funding
 
set aside and must, therefore, tap other sources for this
 
purpose. In the case of the Commodity Import Program
 
evaluation, the nature of the program is such that no 
funds are specifically earmarked and evaluation of such a
 
program constitutes a unique activity outside the 
program's normal functions. 

The following activities are proposed for evaluation in FY 

1983 using program development and support funds: 

- Commodity Import Program 

- Canal Maintenance 

6. AUDIT AND AUDIT FOLLOW UP 

A. Activities Funded from FY '78-81 Grants 

PROJECT AMOUNT 
($000's) 

Suez Cement Plant 34 

Valves for Cairo Water Fountains 75 

Audit Service Contract 600
 

7. TECHNICAL CCOPERATION ACTIVITIES 

A. Activities Funded From FY '78-81 Grant and Completed 

Management Assessment Study 33 

Remote Sensing Symposium Costs 36 

US. Participation in Egyptian Management
 
Engineering Conference 13
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AMOUNTPROJECT 
($000's)
 

30Consultant Services for High Dam Rehabilitation EEA/BUREC 

25Safety Assessment of Nile River Barrages 

U.S. 	 Participation in 2nd Egyptian Conference 
on Mechanical Design 15 

50Suez Cement Plant 

Short Term Consultants 250 

B. Activities Funded From FY '78 -81 and Not Yet Completed 

Conference on Capital Markets Formation 49 

Uniform Accounting, Financial Reporting and 
Audit Standards 127 

Upgrading Ministry of Social Insurance Automated System 1,000 

Reorganization of Ministry of Investment and 
International Cooperation 78 

Project Hope/Nursing Institute of Assuit 567 

AMIDEAST Operational Program Grant 176 

CAPMAS - Retabulating Labor Force Data from 1976 Census 74 

Economic Consulting Services 1,000 

U.S. Alliance for Engineering Cooperation/Egyptian
 
Engineering Society 381
 

Consultant Services - Central Agency for Universtiy 
15and School Books 

DDR Construction Management Services/Ministry
 
of Housing & Reconstruction (ENGC) 1,250
 

Aswan Dam Seismic Activity Study 	 6,000 
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C. Activities Proposed for Funding Under FY 183 Grant 

1. 	 Technical Services Provided to GOE for 
Relocation -of a Turbine Generator 
fron Suez to Abukir. 300 

2. Workforce Policies and Programs 900 

The GOE requested assistance for the Ministry of 
Investment and International Cooperation to help in its 
efforts to improve the capacity of GOE agencies (e.g.,
Ministries and Authorities) to identify their respective 
manpower/training requirements and to improve the 
utilization of human resources already trained. Funds 
will be used to clarify existing workforce policies (or
the lack of them); to identify the G0E organizational 
entity best suited to serve the workforce planning needs 
of government agencies and to serve as the coordinating 
link among such agencies; to identify in broad 
organizational terms the operational characteristics of 
such an entity, its personnel and data requirements, and 
the size, nature and timing of assistance requirements
 
necessary for assuring the desired operational capacity. 
Outcomes of the study will be used to focus remaining 
activities under the Technology Transfer and Manpower
Development Project (0026) and to provide guidelines for a 
follow-on project, Workforce Planning and Development 
(0125).
 

3. 	 Team to Demonstrate Preparation and Alloying 1,865 
of Zinc - General Metals Company 

The General Organization for Industrialization (GOFI) and 
the General Metals Company requested AID financing of . 
necessary professional services (licensing of know-how and
 
training) for the manufacture of zinc callots used in the 
production of dry cell batteries. The GMC has virtually
completed a renewal and rehabilitation program to increase 
productive plant capacity by 16,000 tons per year of zinc 
strips. Substantial U.S.-manufactured equipment is
 
involved. The cost of this U.S. manufactured equipment 
was approximately $16 million and was financed from other 
than AID sources. The equipment supplier guaranteed the 
capacity and quality of all delivered equipment; however, 
the know-how for preparing and alloying of zinc must be
 
separately obtained from firms using the appropriate
 
technology, i.e. the U.S. Hazelett process.
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4. 	 Development of a Training Program for Personnel 125 
of Egyptian National Railways 

This will fund the travel of General Motors 
Electro-Mechanical Division experts and trainers to Egypt
to assist Egyptian National Railway personnel in setting 
up a training program in Egypt for maintaining
locomotives. In addition, the cost of training materials 
and aids are included in the estimated cost. 

5. 	 Accelerating Contractor and GOE Project 500 
Implementation by Applying the Lessons 
of Experience 

USAID 	 delivers intervention services to Egyptian
organizations through American contractor organizations.
Each AID office and, often, each project officer deals in 
a fairly isolated manner with contractors. There is 
little 	transfer of lessons among projects, and there is 
minimal enhancement of AID or the GOE's institutional 
memory. This activity is intended to impact directly on 
project inplementation by identifying and sharing lessons 
and experiences of contractors in implementing AID/GOE
projects. 

The intention of this effort is consistent with the GOE's 
interest in maximizing the use of AID resources and is 
also consistent with the Mission's connitment to improving
project performance, reducing the size of the pipeline,
and facilitating greater cooperation and sharing of 
information among different discrete offices and divisions
 
within the Mission.
 

It is 	 anticipated that the activity will be designed in
one or 	possibly two steps. Step 1 will involve
 
contributions that different Mission offices will make 
through their representatives on a project coTittee;
Step 2, if necessary, would involve TDY or contract 
assistance. 

6. Private Voluntary Agency Activities 	 2,000 

CARE and Catholic Relief Services continue to respond to 
GOE requests for assistance to the more disadvantaged 
groups ard for small-scale and immediate impact activities 
in specific locations such as the Aswan Lake (cash grants)
and Sinai (Title II food). 
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While USAID Cairo provides most of its support to the U.S. 
Voluntary Agencies (Volags) through CIP-generated Egyptian 
pounds, this activity enables the Volags to address areas 
of developmental concern which require dollars, as well as 
CIP-generated Egyptian pounds. Their use will be covered 
by a formal grant agreement. These proposed activities 
will be congruent with both CDSS and sectorial 
strategies. Activities proposed include a GOE-CARE 
sponsored program of agricultural development and GOE-OCRS 
activities in nutrition education related to CRS Title II 
feeding programs, reaper development, production of 
poultry batteries, livestock production center, urban 
training and small loan facility, and other small-scale 
programs. 
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VI. ANNEXES 

ANNEX A 

Funding Analysis - FY '78-81 Grants 

A. Obligations ($000) 

I. FY '78/79 $17,000 

2. FY '80 $ 6,000 

3. FY '81 $ 8,000 

Total Obligations 31,000 

B. Reservations 30,856 

C. Unreserved Balance 144 
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ANNEX R
 

Proposed Uses of FY '83 Grant
 

AMOUNT ($000) % OF TTAL
 

Feasibility Studies 1,630 
 16.3
 

Sector and General Studies 1,015 10.1
 

Pre-Project Activities 680 6.8
 

Project Design 735 7.4
 

Evaluation 
 250 2.5
 

Technical Cooperation 5,690 56.9
 

10,000 100.0 %
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ANNE C 

Sectoral Distribution of Activities
 

TASK Amount ($000) %of Total 

I. Private Enterprise and Investment 530 5.3 

II. Agricultural Resources 970 9.7
 

III. Infrastructure Development 1,985 19.9
 

IV. Industrial Resources 2,390 23.9 

V. Evaluation 250 2.5 

VI. Manpower Planning & Programing 900 9.0 

VII. Urban/Local Admin. Support 340 
 3.4
 

VIII. Project Planning and Implementation 500 5.0
 

IX. Finance and Investment 100 1.0
 

X. Science and Technology 35 0.3
 

XI. Private Voluntary Organizations 2,000 20.0
 

10,000 100.0%
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ANNEX D
 

SUMARY TABLE
 

AMOUNT STATUS (1) 

1. FEASIBILITY STUDIES
 

A. From FY '78-81 Grants
 

Mineral, Petroleum, Groundwater Assessment 150 C 

Edfu Pulp and Paper 828 C 

Electric Generating Plant 520 C 

Support for Suez Port Study 265 C 

Port Said Modernization 1,590 C 

Electric Distribution Study 547 C 

Port Said Water/Waste Water Study 201 C 

Ferro Manganese 853 C 

Small Farmer Production 138 C 

Bus and Truck Maintenance 276 C 

New Land Development 443 C 

Cairo Univers. Faculty of Law/Foreign Investment 226 C 

Lake Quarun Chemical 150 C 

Oil Seed Production 69 C 

Desert Sand Farming, Irrigation and Groundwater 
Reserves Study 59 
 C 

Quattamiya Cement 390 
 C 
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Summary Table - Page 2 

AMOUNT STATUS (1) 

Private Sector Feasibility Studies/Invest. 

& Free Zones 71 C 

Renewable Energy Field Testing 270 C 

Port Said Container Terminal Study 47 C 

SUB-TOTAL 7,093 

B. Planned from FY '83 Grant 

Small Scale Enterprise Credit Study 65 

Feeder Industries 65 

Cairo/Aswan Highway Study 1,500 

SUB-TOTAL 1,630 

(1) C = Completed 
I = Ini Process 
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Summary Table - Page 3 

2. SECTOR AND GENRAL-STUDIES
 

A. From FY '78-81 Grants
 

AMOUNT STMS (1) 

Renewable Energy 116 C 

Basic Education 
 144 C
 

National Urban Policy 
 1,532 C
 

Industrial Policies Study 
 216 C.
 

Off-Farm Rural Employment 395 C
 

Ag. Policy and Inputs Analysis 12 C
 

Financial Sector Survey 
 156 I 

Land Development - Infrastructure Survey 167 C 

Small Scale Ent. Sector Studies 275 C 

Women inDevelopment 18 C
 

Irrigation and Water Management Study 500 C
 

Informal Housing Sector 
 220 C
 

Housing Finance 
 200 C
 

Health Sector Assessment 
 334 I 

Economy Wide Modelling - Cairo University 18 I 

Agriculture Sector Assessment Yp-Date 350 I 

CAPMAS - Public Sector Labor Force Study 74 I 

SUB-DTAL 4,727 
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Summary Table - Page 4
 

B. Planned from FY '83 Grant 

Ob AMON
 

GOE Investment Procedures 180
 

Investment Pramotion 35
 

Public Sector Credit 100
 

Industrial Pollution Abatement 500
 

Follow-up to BIFAD and SAAD Studies 200
 

SUB-701AL 1,015 
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Summary Table - Page 5 

3. PRE-PROJECT STUDIES 

A. 	From FY '78-81 Grants 

AMOUNT STATUS (1) 

Agricultural Management Administration 302 C 

Industrial Free Zones 535 C 

Middle Management Education 443 C 

Investment Information Center 679 C 

Francis Runners 31 C 

Embaba Airport Study 60 I 

SUB-TOTAL 	 2,050
 

B. Planned from FY ' 83 Grant 

Irrigation Development Technical Studies 400 

Review of Agricultural Cooperatives in Egypt 120 

Excess Property Inspection/Selection 25 

Low Income Water/Waste Water Study 	 40
 

Land Use Infrastructure 60 

Multi-Sector S/T 10 

Women in Development 25 

SUB-TOTAL 680 
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Summary Table - Page 6 

4. PROJECT DESIGN 

'78-81 GrantA. Funded from FY 

AMOUNT STATUS (1) 

C
92 

Pipe Drainage 


85 C 
Alexandria Wastewater 

C
336 

Flat Glass 


77 C 
Ismailia Wastewater 

39 C 
Basic Village Services 

50 C 
Solar Energy 


19 C 
Small Farmer Production 	Inputs 

PrimaryMinistry of Education -	 40 C 
Education Initiatives 

55 C 
Vocational Training Minia University 

65 C 
Private Sector Credit 

48 C
EducationTransport/Vocational 

88 C 
Services for 3 GovernoratesBasic 

i C 
Polyester Fiber Plant 

C
72 

Alex Port Survey 

C
535 

Industrial Free Zones 


C
240 

Rehydration Survey 


I184 

Technical Nurse Training 


8 C
 
MOA
Data Collection -


C
702 

Telecommunication 


C
925 

Suez Water and Wastewater 
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Summary Table - Page 7 

AMOUNT STATUS (1) 

Prmtrcal Citles - Basic Village, Services 123 C
 

Small Scale Enterprise/Private Sector Study 196 C
 

Irrigation and Water Management 500 C
 

Agriculture Sector Program Design 250 I
 

Agricultural Prices Adjustment Study 75 C
 

SUB-TOTAL 4,815 

B. Planned from FY '83 Grant 

New Lands Development 250
 

Production Credit - Phase II 35 

Neighborhood Sanitary Systems 300
 

Industrial Finance Development 150 

SUB-TOTAL 735 

6. EVALUATIONS 

A. Funded from FY 78-81 Grants 

Science and Technology 53 C 

Development Planning Studies 46 C 

Basic Village Services 65 C
 

Agricultural Development Systems 40 C
 

Water Use and Management 25 C 

Egyptian Electrical Sub-Sector 120 I 

SUB-TOTAL 349 
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Summiary Table - Page 8 

AMOUNT STATUS (1) 

BI U!amne& f=c FY 'S Grant - Evaluations 250 

7. Audit and Audit Follow-on
 

A. Funded from FY '78-81 Grants
 

Suez Plant Foundation 34 C 

Valves for Cairo Water Fountains 75 C 

Audit Services 600 C 

SUB-T0TAL 709
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Summary Table - Page 9 

8. TECHNICAL COOPERATION 

A. Funded from FY '78-81 Grant 

AMOUNT STATUS 

Management Assessment Study 33 C 

Remote Sensing Symposium Costs 36 C 

U.S. Part. in Egyptian Mgt. Eng. Conference 13 C 

High Dam Rehabilitation EEA/BUREC 30 C 

Safety Assessment of Nile River Barrages 25 C 

Conference on Capital Mkts Formation 49 I 

U.S. Part. in 2nd Conference on Mechanical Design 15 C 

Project Hope/Nursing Institute 567 I 

AMIDEAST Operational Program Grant 176 I 

Suez Cement Plant 50 C 

Short-Term Consultants 250 C 

Uniform Accounting, Financial Reporting 
and Audit Standards -127 I 

Upgrading Min. of Social Insurance 
Automated Systems 1,800 I 

Reorg. Ministry of Investment &International 
Coorporation 78 C 

CAPMAS - Retabulation Labor Force Data from 
1976 Census 74 I 

Economic Consulting Services 1,000 I 

U.S. Alliance for Engineering Coop/Egyptian 
Engineering Society 381 I 

Consultant Services - Central Agency for 
University and School Books 15 I 
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Summary Table - Page 10 

AMOUNT STATUS (1) 

DRR Construction Management Services 
Ministry of Housing 1,25 r 

Aswan Dam Seismic Activity Study 6,000 I 

SUB-TOTAL 11,169 

B. Planned from FY '83 Grant 

TA/Relocation of Turbine Generator from 

Suez to Abukir 300 

Workforce Policies and Programs 900 

Zinc Alloying and Preparation 1,865 

Training Program for Egyptian National Railways 125 

Accelerating Contractor/GOE Project Implementation 500 

Private Voluntary Organization Activities 2,000 

SUB-TOTAL 5,690 



ANEL L 

This annex includes the explanatory action memorandum and 
addendum to the Mission's guidelines for PD&S activities. 
The addendum details procedures to be followed for 
financing *short term' contractor services. Reference to 
these guidelines will be incorporated in the new grant 
agreement for project 263-0102. 



UNITED STATES AGENCY fur INTERNATIONAL DEVELOPNIENT 

CAIRO. EGYPT 

Aug st 5, 	 298r2 

ACTION FMORANDUM FOR THE ACTING DIRECTOR 

FROMI :DPPE/PO, Richard BurkeX" 7 

SUBJECT: 	 Guidelines for Use of Mission Project Development and
 
Support (PD&S) Activities
 

PROBLEM: 

The use of local currency from the FT-800 account to pay for the local 
currency costs of short term contractors or persons on short trips to 
Egypt under invitational travel orders is creating short tempers among 
contractors, additional work for USAID/C staff, and confusion within AID/W 
contracting and technical backstop offices. I propose that Mission Order 
3-22 be amended to resolve the problem. 

DISCUSSION:
 

Mi'ssion Order 3-22 describes our current procedures for financing Project 
Development and Support activities under Technology Transfer and 
Feasibility Studies (263-0042), Manpower Development (263-0026), and
 
A.I.D. Activity Trust Fund (FT-800). In sumary, projects 263-0042 and 
263-0026 pick up the dollar costs of eligible activities while FT-800 may
be used to finance the Egyptian pound costs of the same activities. For 
example, contracts with institutions or with individuals are denominated 
in both dollars and pounds - the former picking up*salary and related 
dollar costs, the latter picking up travel and per diem in Egypt. In the 
case of invitational travel orders, international per diem is denominated 
in dollars, international and local travel and local per diem in pounds. 

While a contractor or traveler under an ITO knows that he is supposed to 
receive pounds to -cover his local costs, he receives no information 
(especially when the contract or ITO is executed in AID/W) as to how he is 
to obtain the necessary pounds. Even if he knows the rules, he may be 
penalized unnecessarily. The following examples try to illustrate the 
problems which can be caused by current procedures: 
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a. 	 A contractor arrives under an iQC for a two week assignment and 
is told he can't receive a "pound advance because he does not have 
a written authorization from-his firm to receive payment on 
behalf of the firm. He spends dollars to pay his bills, his firm 
is reimbursed in the USA in pounds which. it can't use. 

b. 	 A contractor, eligible for a pound advance, requires a large sum 
of pounds but waits until just before departure before requesting
the advance. Tne controller requests a pound check from Paris. 
The check arrives 'the day before the contractor is to leave. The 
contractor has had to pay a large portion of his bills in dollars 
and will receive pounds too late to use them. 

c. 	 AID/W is requested to execute a PSC with a person from Portland, 
Oregon. His contract says that his international travel is to be 
paid with pounds. The backstop officer in AID/W has to have a 
special GTR issued to purchase the ticket and must nake travel 
arrangements for the contractor. 

d. 	 A person arrives under Invitational Travel Orders for a weeks 
work in Alexandria. He travels directly to Alexandria without 
requesting an advance from the trust fund. After spending 
dollars to pay his bills in Alexandria, he finds that he will be 
reimbursed in pounds his last day in Cairo. 

Our current procedures are designed to stretch our ESF monies by combining
them 	with GOE generated and owned pounds. Unfortunately, when used for 
short term contractors and travelers under ITO's, these procedures
complicate and add to our workload, create ill will with contractors, and 
confuse our backstop offices in -AID/W. -It is therefore proposed that alJ. 
short-term contracts, -work orders under -IQC's, and ITO's be denominated 
exclusively in dollars. For the purpose. of the proposed Mission Order 
"short term" shall mean contracts or. work orders whose initial period of. 
performance is of six months -duration or less, or contracts which require
six person months or less of contractor services. The Mission Order would 
also be applied to contracts which are extended by amendment to a period
in excess of six months where specifically approved in the PIO/T or other 
document approving the extension. 

Dollar advances would be given in accordance with appropriate agency
guidance. Contractors and travelers under ITO's would obtain pounds as. 
appropriate at the accommodation exchange or a local bank. 

The initiation of this policy would resolve most of the problems described 
above related to the use of the FT-800 account to pay for local costs. 
The policy would also eliminate the issue of some contractors obtaining 



pounds at 1:1 rate through the accommodation exchange while others were
forced to use the .82:1 rate. To work smoothly, however, contractors
should be advised to provide do.lar...advances to their employees prior to
their departure from the U.S.-

It h s been determined that a 612B waiver is necessary to implement this 

reco.mmenation. The waiver is attached.
 

RECOEhTDf.TION:
 

That You approve the attached addendum to Mission Order 3-22.
 

APPROVED 

DISAPPROVED 

Attachment:
 
Mission Order 3-22 - Addendum
 



Guidelines For Use of Mission Project Development
 
and Support Activities - Addendum Vi 

In order to reduce administrative problems associated with the provision 
of short term services in Egypt under contracts, work orders, or 
invitational travel orders (ITO), the following guidelines should be used 
in the preparation of PIO/T's or requests for ITO's. For the purpose of 
this Mission Order "short term" shall mean cofftrats or work orders whose 
initial period of performance is of six months duration or less, or 
contracts which require six person months or less of contractor 
services. This Mission Order also applies to contracts which are 
extended by amendment to a period in excess of six months where 
specifically approved in the PIO/T or other document approving the 
extension.
 

Contracts with U.S. Citizens or Permenent U.S. residents 

The PIO/T should be denominated exclusively in dollars from project 
263-0042. A dollar advance for eligible costs can be requested by the 
contractor, and if approved, sent to the contractors bank in the U.S., 
usually within a month after arrival. Contractors should be instructed 
to bring a, copy of their contract to the Mission and to have sufficient 
dollar resources available to cover their first month's expenditures. 
U.S. contractors are eligible to use the accommodation exchange at the 
Embassy to obtain Egyptian pounds. 

Institutional Contracts with U.S. Source and Origin 

The PIO/T should be denominated exclusively in dollars from project 
263-0042. All contractors should be instructed to provide dollar 
advances to their employees to cover the entire cost of their time in 
Egypt. Contractors which are non-profit organizations may request dollar 
advances from- USAID/C. - Advances -normally require a -month to process. 
Contractor -employees are eligible -to use.:he ,accommodation-exchange .at 
the 'Ebassy .to.obtain Egyptjan 'pounds.. 

Invitationa:L Travel .Orders -Tor -U.S*. ditizens--trave:ling to*]Egypt 

The ITO should be denominated -exclusively in dollars from project 
263-0042. The traveler should be instructed to bring sufficient dollar 
resources to cover his expenses while in Egypt.: The traveler is eligible 
to use the Embassy's accommodation exchange to obtain -Egyptian pounds. 
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regulations and delegations of authority, shall be subject the
to 


following essential terms and covenant.; and major conditions, together 

with such other terms and conditions as A.I.D. may deem appropriate.
 

a. Source and Oriain of Goods and Services
 

Goods and services, except for ocean shipping, financed by A.I.D. 

under the Project shall have their source and origin in the Cooperating
 

Countrv or In the United States, except as A.I.D. may otherwise agree in
 

writing. Dcea-. shipping fianced by A.I.D. under the Project shal.l,
 

except as A.I.D. ra' otherwise agree in writing, be financed on flag
 

of the Un ted States.
 

Director, USAID/Cairo
 

Date
 

NSweet, AD/DPPE 
BBryant, LEG -'.
 

LDrengler, AD/.iZ7-


Drafted: LEG: 5Larson: ts: 03/22/83
 

\AC
 


