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ACTION MEMORANDUM FOR THE ADMINISTRATOR
 

THRU: ES
 

THRU: AA/PPC, Mr. John Bolton \ ' 

FROM: AA/NE, W. Antoinette Ford L/ 
SUBJECT: Authorization of $455.2 Million and L.E. 125,000 to
 

USAID/Egypt for the Decentralization Sector Support
 
Program (263-K605)
 

Problem: Your approval is required to authorize a grant for
 
$455,200,000 and L.E. 125,000 in life of project costs to the
 
Government of Egypt for the Decentralization Sector Support Program
 
(263-K605). Of this amount, $186200,000 and L.E. 125,000 have
 
already been authorized and obligated, $124,000,000 has been
 
authorized but not obligated, and $145,000,000 is new funding.
 

Background: A framework for decentralization inmodern Egypt is
 
laid out in a series of five separate laws that since 1960 have
 
provided increasingly specific authorities and guidelines for the
 
transfer of decision making to governorates, districts and villages.
 

A.I.D. support to Egyptian decentralization has grown to include a
 
portfolio of five separate projects with total obligations of
 
$186.2 million and L.E. 125, 000. Implementation and evaluation
 
experience to date, also has made it increasingly apparent that
 
there is a real need to adopt an approach that, while retaining the
 
validity of each of the separate interventions, will afford the GOE
 
and USAID the opportunity to treat the decentralization portfolio
 
as a whole.
 

Discussion: The goal of combining discrete decentralization
 
activities into a Decentralization Sector Support program is to
 
establish a functioning national system of decentralized decision
 
and budget processes for local development. The program purpose is
 
to assist the GOE to further define and achieve its policy
 
objective of economic and administrative decentralization. Each of
 
the discrete project activities also has its own, more specific
 
activity purpose. Each activity has been or will be planned,
 
designed and cleared within the Agency in accordance with
 
appropriate Handbook 3 requirements, thus preserving the specific
 
development impact sougnt. Each design includes specific
 
life-of-activity inputs/outputs and funding requirements as follows:
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Basic Village Services $75 million
 
(This represents an increase to the $70 million
 
authorized in FY 1980 and obligated for project
 
263-0103.)
 

Provincial Cities 55 million
 
(This substitutes for the remaining unobligated
 
balance of the $75 million authorized in FY 1981
 
for project 263-0127.)
 

Decentralization Support Fund 50 million
 
(This represents an increase to the $50 million
 
authorized in FY 1980 and obligated for project
 
263-0143.)
 

Neighborhood Urban Services 69 million
 
(This substitutes for the remaining unobligated
 
balance of the 189 million authorized in FY 1981
 
for project 263-0153.) 

Decentralized Planning and Management 20 million 
(This is a new activity commencing in FY 1982.)
 

No further funding iscontemplated, unde; this program,
 
for the Development Decentralization activity which was
 
initiated in FY 1978 as project 263-0021.
 

Sub Total 269 million
 
Previous Obligations 186.2 million and L.E. 125,000
 

TOTAL 455.2 million and L.E. 125,000
 

Should the Mission wish to increase funding for a discrete project
 
activity beyond the level approved in its project paper or add a new
 
project within the overall authorization level, the Mission will prepare
 
the justifications in accordance with appropriate guidance contained in
 
A.I.D. Handbook 3 for review and approval by the Near East Bureau. 

The clustering of these activities being requested here will strengthen 
) 6 the decentralization process by permitting a more fundamental discussion 
, of decentralization issues while at the same time providing a greater 

degree of flexibility to respond to changing program opportunities.Individual, activity achievement will be enhanced by being viewed within a 

framework of common objectives and benchmarks, and as there is a a
 
cross-fertilization of ideas, and 

increased focus on the sector as 


whole, and a cross-referencing of evaluation findings. The program will
 
make it easier to identify and consult with the on GOE on future, local
 
budgetary requirements to successfully integrate and institutionalize
 
decentralization activities.
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The greater management efficiency thereby gained over the decentra­
will also enable USAID and GOE to more closely
lization process 


monitor and encourage such project objectives as: democratic
 

participation in local government decisions, growth cf private
 

sector enterprises in the locality, and increased efficiency of
 

(existing) local government staff in the performance of those
 

planning and service functions best undertaken by local government.
 

A question has been raised by PPC (see attached Bolton/Ford memo
 

dated 5/11/82) as to the appropriateness of providing additional
 

funding for the ongoing Decentralization Support Fund project, one
 

of the subactivities of the Decentralization Sector Support
 
1)the project is essentially a $50
Program. PPC contends that: 


no
million commodity drop at the governorate level, 2) thee is 


identified development problem toward which the commodities are
 

directed, 3) the project is not connected to any policy reform, and
 

4) it is not clear how the needs of local government will be
 

addressed by the GOE over the long term, once AID financing is
 

terminated.
 

The Near East Bureau maintains that the Decentralization Support
 

Fund (DSF) should receive additional funds this fiscal year and is
 

appropriately included within the Decentralization Sector Support
 

While the DSF project finances commodities for the
Program. 

If the Bureau had wanted
governorates, its objectives are broader. 


just to finance commodities, itcould have done so through the CIP.
 

our decentralization
The development problem toward which all 


efforts have been directed is the absence (until recently) and
 

national system of decentralized decision
continued weakness of a 

and budget processes for local development. The commodity link to
 

this problem lies in the fact that governorates lack the equipment
 

needed to carry out their responsibilities for basic public ser­

vices, such as sanitation, firefighting, water systems, ambulance
 

The DSF project helps to transfer power - in terms
service, etc. 

of control over expanding investment and maintenance budgets, 

and
 
- from Cairo to the governorates
improved administrative capacity 


by helping the governorates in expanding and maintaining services
 

and existing infrastructure. The DSF represents a real increase of
 

almost 20% in the investment budgets of 21 governorates. This
 

increase is of sufficient size to have a significant impact on the
 
Local
governorates' services without taxing their capabilities. 


equipment needs-assessments, acquisition through DSF, and utiliza­

tion are themselves an actual operation in practical support of
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decentralization policy and strategy as outlined in the decentralization
 
laws. During the past three years increasing responsibility has been trans­
ferred to the village and governorate levels. Governors throughout the
 
country have begun to exercise the new authorities given them and to support
 
village and markaz initiatives while strengthening governorate coordination
 
and support. This movement has been fundamental and reflects a revolution in
 
the administration of rural life. Certainly there is more to be done -­
particularly on the revenue allocation and generation side. But central
 
government allocation of discretionary investment to the governorates has
 
increased dramatically over the p&st three years. DSF is having a practical,
 
positive impact on the decentralization process and related policy concerns.
 

A unique feature of the DSF project which shuuld not be overlooked is visi­
bility. DSF is one program which distributes a large amount of equipment
 
sporting the AID emblem around the countryside.
 

AID resources in all project activities of decentralization, including DSF,
 
are "pump priming" actions which are already demonstrating results of
 
increasing budget flows from centralized ministries to governorates. (USAID
 
analysis of GOE 1980-81, 81-82 and new 82-83 budgets is underway and the trend
 
is quite clear.) We believe AID funds are clearly instrumental in instigating
 
and accelerating this change. Obviously, the process must and will continue
 
as AID funding runs out.
 

In conclusion, the GOE has looked and continues to look to AID to support its
 
decentralization initiative. Above all we should not overlook the fact that
 
the GOE's movement towards a much more decentralized form of government admin­
istration is in itself a very fundamental policy reform, one which we have
 
encouraged and are appropriately identified with. This experiment with
 
economic and administrative pluralism, if successful, will greatly alter the
 
Egypt of tomorrow.
 

However, inview of the limited experience to date with the Decentralization
 
Support Fund and the concerns raised by PPC, it is understood that no further
 
funding will be provided the DSF beyond the $25 million to be obligated in FY
 
1982 until:
 

-- (a)an evaluation has been completed addressing such questions as progress
 
on institutionalization (especially experience with needs-assessment), use of
 
equipment and maintenance of equipment (including provision of budgetary
 
resources therefor) and
 

-- (b)the GOE has provided evidence of the intent and ability to transfer
 
resources to the Governorates to supplement and eventually replace those being
 
provided by AID.
 

Waivers: The authorization for this Program carries forward the
 
waivers previously authorized specifically for four of the five
 
existing projects which, once previously obligated funds are
 
expended, will now be subsumed as subactivities of the Decentraliza­
tion Sector Support Program. Inparticular, the previous waivers
 
were source/origin/nationality waivers, executed in accordance with
 
the requirements of A.I.D. Handbook 1, Supplement B, Chapter 18,
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These 	waivers made it possible for off-the-shelf
Section A4(b). 

commodities of Code 899 origin funded under the local cost
 

financing portion of these project activities to exceed (1)the 

$5,000 per item cost limitation and (2)the $25,000 or 10 percent 
total local cost limitation, and (3)the $250,000 limitation upon 

total local cost financing for a project subactivity. Because each
 
of the projects comterplated the local cost financing of such goods
 

exceeding $250,000 and single items exceeding $5,000, the waivers
 
enabled the projects to be implemented efficiently and in a manner
 

consistent with a major thrust of these activities, i.e., that of
 
permitting decentralized, off-the-shelf procurement at the "grass
 

roots" level in, literally, thousands of transactions and in
 
accordance with normal trade patterns in Egypt, patterns which
 
feature large stocks of shelf items imported from Code 899
 
countries. The Mission now requests, and continuation of the
 
decentralization activities requires, that these waivers be carried
 
forward for each of the subsumed activities of the Decentralization
 
Sector Support Program. The fifth subsumed activity, the
 
Provincial Cities activity, was authorized, partially, as a fixed
 

amount reimbursement (F.A.R.) project; thus the origin waiver
 
granted by the Administrator for that activity was the only type of
 

waiver necessary to be granted under the terms of Chapter 20 of
 
A.I.D. Handbook 1B, which applies specifically to F.A.R. activit-.
 

ies, 	rather than Chapter 18, which applies to local cost financ-

The Mission now advises that some of the off-the-shelf pro­ing. 


curement for the Provincial Cities activity will be outside the
 
F.A.R. portion of the activity and requests, for the Provincial
 

as
Cities subactivity, the same waiver to A.I.D. HB 1B, Chapter ;8, 


was granted in the initial authorizations for the other subsumed
 

activities. The rationale for the waiver is identical to the
 
rationale supporting the waivers for the other four subsumed
 
activities; i.e., that the activity contemplates procurement of
 

Code 899 origin shelf items exceeding $5,000, on a per item basis,
 

and total commodity procurement of Code 899 origin will exceed
 
$250,000. Also, the overall program puroose of decentralization
 
support is enhanced, and implementation simplified, by the local
 
cost financing of shelf items at the grass roots level in
 
accordance with the existing trade patterns in Egypt.
 

In accordance with the foregoing discussion, your approval of the
 

Program Authorization will authorize the above discussed waivers.
 

Your signature will also carry forward the existing F.A.R. waiver
 
(NE-81-039) of the Provincial Cities Project which permits the
 

local 	cost financing of shelf item commodities, irrespective of
 
origin, to exceed 25 percent of the total estimated cost of the
 

commodities element of a F.A.R. project.
 



-6-


In accordance with the requirements of AID Handbook 1B, 
Chapter
 

5B4b, your signature on the attached authorization will 
constitute
 

Exclusion of procurement from Free
the following certification: 

World countries other than the cooperating country and 

countries
 

included in Code 941 would seriously impede attainment 
of U.S.
 

foreign policy objectives and objectives of the foreign assistance
 

program.
 

The Program Assistance Authorization Document (PAAD) for 
this grant
 

was reviewed and approved by the Near East Advisory 
Committee
 

It is attached for your informatior ,
(N.E.A.C.) on April 1, 1982. 


There are no human rights issues under Section 502B 
of the Foreign
 

Assistance Act which would preclude provision of this 
assistance
 

Egypt.
 

The Congress was notified on June 9, 1982, of A.I.D.'s 
intent to
 

The HAC requested a hold.
 obligate these grant funds in FY I382. 


LEG and NE have been in touch with Congress, and 
the concerns have
 

been satisfied.
 

)u approve the $455,200,000 and L.E. 125,OOC
That )
Recommendation: 

grant by signing the attached project authorization.
 

Attachments:
 
1. Program Authorization (263-K605)
 
2. Decentralization Sector Support (263-K605) Program 

Assistance
 

Authorization Document
 
3. Amendment to Basic Village Services (263-0103) Project Paper
 

4. Amendment to Decentralization Support Fund (263-0143) 
Project
 

Paper
 
- 4 above
5. NEAC Reporting Cable on Nos. 2 


6. Decentralized Planning and Management (263-0161) Project
 

Identification Document
 
7o NEAC Reporting Cable on No. 6 above
 

8. Bolton/Ford memo of 5/11/82 and USAID Respons5e (Cairo 
12591).
 



UNITED STATES INTERNATIONAL DEVELOPMEN- COOPERATION AGENCY
 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 
WASHINGTON, O C 20523
 

PROJECT AUTHORIZATION 

Arab Reoublic Name of Program: Decentralization
Name of Country: 

Sector SupportEgyLt 
 ?roaram
 

Number of Program: 263-K-605
 

1. Pursuant to Section 532 of the Foreign Assistance Act of 1961, as
 

amended (the "Act"), I hereby authorize the Decentralization Sector
 

Support Program (the "Program") for the Arab Republic of Egypt ("Coop­

erating Country") involving obligations of not to exceed Four Hundred
 
Dollars
Fifty-Five Million Two Hundred Thousand United States 


Egyptian pounds
($455,200,000) and One Hundred Twenty-five Thousand 

(L.E. 125,000) including One Hundred Eighty-Six Million Two Hundred
 

Thousand United States Dollars ($186,200,000) and One Hundred Twenty­

five Thousand Egyptian pounds (L.E. 125,000) previously authorized and
 

obligated, and Two Hundred Sixty-Nine Million United States Dollars
 
to a five year period
($269,000,000) in grant funds be obligated over 


from the date of this authorization, subject to the availability of
 

funds in accordance with the A.I.D. OYB/budget allotment process, to
 

help in financing foreign exchange and local-currency costs of goods
 

and services required for Program. Funds previously authorized and
 

obligated for the snecific activities listed in paragraph 2 below must
 

be expended according to the terms of the original agreement and any
 
Funds that have been previously authorized, but
amendments thereto. 


not yet obligated, and funds hereunder authorized, shall be expended in
 

conformance with this authorization. The authorizations for Develop-

Basic Village Services (263-0103),
ment Decentralization I (263-0121), 


Provincial Cities (263-0127), Decentralization Support Fund (263-0113),
 
are hereby deleted in their
and Neighborhood Urban Services (263-0153) 


entirety, and this authorization shall be substituted therefor.
 

2. The Program will assist the Cooperating Country to establish the
 
local develop­institutional capacity to plan and implement plans for 


ment at the national, governorate, district and village levels and to
 

establish a national budget process allocating adequate funds to
 
There will be an emphasis on discretionary
overall decentralization. 


of those funds for locally designed and approved development
use 

promote sustained economic
initiatives that have been designed to 


growth and improvement in living standards. The Program will include
 

the carrying out of decentralized development activities, such as
 
previously authorized, now
infrastructure construction, under the 


subsumed, activities as well as new decentralized activities to be
 

planned and implemented through this improved local capacity. Five
 
activities under the
previously separate projects will be subsumed as 


Program, as follows:
 



a. Development Decentralization I
 
b. Basic Village Services
 
c. Provincial Cities
A 

U. Decentralization Support Fund
 
e. Neighborhood Urban Services
 

Within the overall Program scope and budget as specified herein
 
activities may be added to or deleted from the Program from time
 
to time without amendment of this authorization; provided, however,
 
such additions or deletions are mutually agreed upon in writing by

A.I.D. and the Cooperating Country. Funding levels for individual
 
Program activities may be changed from time to time by agreement

in writing by A.I.D. and the Cooperating Country, except that
 
funding for the five activities previously authorized shall not be
 
less than the amounts obligated to date for each subactivity.
 

3. The Program Agreement, which may be negotiated and executed by

the officer to whom such authority is delegated in accordance with
 
A.I.D. regulations and delegations of authority, shall be subject
 
to the following essential terms and covenants and major con­
ditions, together with such other terms and conditions as A.I.D.
 
may deem appropriate. Each Program activity shall also be subject
 
to those terms and covenants and major conditions deemed appro-,

priate by the AA/NE and the officer authorized to negotiate the
 
agreement for such activity.
 

a. PSource and Origin of Goods and Services
 

Goods and services, except for oceai shipping,

financed by A.I.D. under the Program shall have their
 
source and origin in the Cooperating Countr," or in the
 
United States, except as A.I.D. may otherwise agree in
 
writing. Ocean shipping financed by A.I.D. under the
 
Program shall, except as A.I.D. may otherwise agree in
 
writing, be financed on flag vessels of the United
 
States.
 

b. Conditions Precedent to Disbursement
 

Prior to any disbursement or to the issuance of any

commitment documents under the Grant, the Cooperating

Country shall, except as the Parties may otherwise agree

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

(a) Evidence of the establishment of an entity

("Sector Steering Committee" or the "Committee") charged

with the assessment and direction of this Program; and
 



3
 

(b) Evidence of the establishment of an oversight

subcommittee charged with the collection and analysis of
baseline data against which budget 
and implementation de­cisions may be determined by the Sector Steering Committee
for the total Decentralization Program.
 

4. Based upon the justification set 
forth in the Project Paper, I
hereby determine, in accordance with Section 612(b) of
What the the Act,
expenditure of United States Dollars for the procurement
of goods and services in Egypt is required to fulfill 
the purposes
of this Program; the purposes of this Program cannot be met
el,,ctively through the expenditure of U.S.-owned local 
currencies
for such procurement; and the 
administrative official 
approving
local cost vouchers may use 
this determination 
as the basis for
the certification required by Section 612(b) of the Act.
 
5. Based upon the justification set 
forth in the Action Memo­randum which 
recommends my execution of the Decentralization
Sector Support Program, 
I hereby affirm and ca.rry forward for this
Program each of the source/origin/nationality and other waivers,
including the Provincial Cities F.A.R. waiver, previously granted
for the subsumed program activities 
specified hereinabove
paragraph 2. in
With regard to the Provincial Cities subactivity,
and in accordance with the justification set forth in the
referenced Action Memorandum. 
I hereby waive the provisions of
A.I.D. Handbook I Supplement B, Chapter 
18 with regard to (1) the
$5,000 per item cost limitation; (2) the $25,000 or 10 percent
total local costs 
limitation; and 
(3) the $250,000 limitation upon
total local 
cost financing for the subactivity.
 

M. Peter McPherson
 

Clearances: 
AA/NE:WAFor4? Date 
AA/PPC:JRBol\g-onj-LDate 1,

GC:CLvanOrmAnCL0 Dat eI 
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I. SUMMRY AND RECO1ENDATIONS­

1. Program Title: Decentralization Sector Support Program (DSS
program)
 

2. 	Program Number:
 

3. 	 Grantee: The Government of the Arab Republic of Egypt,

hereinafter referred to as the Government of Egypt (GOE)
 

4. 	 Coordinating Agency: The Ministry of Investment and 
International Cooperation will control allocations from the DSS 
program to the separate coordinating and implementing GOE 
ministries and agencies listed in the Activity Papers approved
for each activity financed by the DSS program. 

5. 	 Implementing Agencies: Multiple, as listed in the Activity
 
Papers.
 

6. 	Grant Amount: $75 million in new FY 1982 obligation. 
Life-of-program funding to be initially authorized is $269 
million, as follows: $75 million add-on to Basic Village
Services; $50 million add-on to Decentralization Support Fund; 
$20 million for the new Decentralization Planning and Management
activity (PP by 3/15/82) and $124 million to be transferred to 
the DSS program by amending existing authorizations for the 
Provincial Cities and Neighborhood Urban Services activities to 
allow authorized but as yet unobligated funds in those projects 
to be included. Remaining funds ($30 million) available through 
the five-year $75 million Title III Food for Development
 
Agreement of March 29, 1979, will continue to be obligated

exclusively through that agreement and when obligated will
 
continue to be comingled exclusively with funds made available
 
from the DSS program to the Basic Village Services (263-0103)
 
activity.
 

7. 	 Program Goal: Establish a functioning national system of 
decentralized decision and budget processes for local
 
development.
 

8. Program Purpose: Assist the GOE to further define and achieve
 
its policy objective of economic and administrative
 
decentralization. In addition, each activity in the
 
decentralization portfolio has a discrete lower-case activity
 
purpose consistent with the overall purpose and the program goal.
 

9. 	Inputs and Outputs: The inputs for the DSS program are the sum 
of the inputs programmed through all the approved projects
subsumed as component activities (see Part III for details of 
these). While discrete outputs are also listed for each 
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activity, two global intended outputs should be highlighted,

specifically: a) an established institutional planning and

implementation capacity for local development at the national,
governorate, district and village levels, and b) a national
budget process allocating adequate funds to decentralization 
overall and emphasizing discretionary use of those funds for 
locally designed and approved development initiatives designed

to promote sustained economic growth and improvement in living
standards. 

10. Total Program Costs: The following table summarizes actual
and planned A.I.D. commitments to decentralization activities.
 



Funds to be 

Activity 
Obligated 
to Date 

Authorized 
But Not Yet 
Obligated 

Proposed 
Allocation 
of FY 82 
Obligation 
Under This 
Authorization 

Obligated 
Under This 
Authorization 
In FY 83 & 
Subsequent 

Years 

Total 
Authorized 
For FY 82 & 
Subsequent 
FYs by This 
Program Paper 

Actual/Proposed 
LOP Authoriza­
tion Totals 
Through 
FY 1982 

Development 
Decentralization I 26.3 - - - 26.3 

Basic Village Services 70.0 - 30 45 75.0 145.0 

Dtcentralization 
Support Fund 50.0 - 25 25 50.0 100.0 

Provincial Cities 20.0 55.0 - 55 55.0 75.0 

Neighborhood Urban 
Services 20.0 69.0 16.5 52.5 69.0 89.0 

Decentralization 
Planning & Mgt. - 3.5 16.5 20.0 20.0 

AID ESF Totals for
 
This Authorization 186.3 124 75 194.0 269.0 455.3
 

Title III 	 45.0 30 
 15 	 15 30 75.0
 

Total US Resources to
 
Decentralization 231.3 154 90 209.0 299.0 
 530.3
 

Note: 	 Proposed FY 1982 obligation to the DSS is $75 million against a total ESF authorization of
 
the DSS of $209 million. Title III funds of $15 million each for FY 82 and 83 are additional.
 

-
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Projected direct Government of Egypt support for these projectsis L.E. 125.1 million. It is intended that all new authorizations
for decentralization activities, including authorized but as yetunsubobligated funds (with the exception of Title III) will be
provided through the authorization and corresponding grant agreement
resulting from this program proposal. 

11. 	 Grant Application: 
 GOE requests for additional assistance in
the various decentralization activities and for the programming

package are attached as Annex A.
 

12. 	 Source of U.S. Funds for FY 1982 Obligation: $75 million fromFiscal Year 1982 Economic Support Funds plus $15 million of the
$30 million as yet unobligated balance of the five-year $75
million March 29, 1979, Title III Food for Development Agreement.
 
13. 	 Statutory Requirements: 
 All nonproject and project requirements


have been met. See Annex B.
 

14. 	 Environmental Impact: Environmental examinations conducted for
the various approved Activity Papers determined that no issues
existed with respect to the environment and no furtherenvironmental impact examination is required for the existingrange of decentralization activities nor anticipated for new 
activities.
 

15. 	 Recommendations: USAID/Egypt recommends that: 

(A) 	A new program funding authorization for $269 million
life-of-program and $75 million in FY 1982 obligations toestablish a DSS program to be used to finance a series ofexisting or new activities designed and approved in accord withAgency standards as outlined in Handbook 3 and also to fund suchadditional studies, data collection and relevant otheractivities and technical assistance as may be jointly agreed on(through usual program approval procedures) by the USAID and theGOE as conducive to achievement of decentralization sector 
program goals and not otherwise funded. 

(B) Authorizations for the activities titled Provincial Cities
(263-0127) and Neighborhood Urban Services (263-0153) be amended
to release existing authorized but as yet unobligated funds
($124 	 million as follows: $55 million from Provincial Citiesand $69 million from Neighborhood Urban Services) from thoseactivities so that they may be included in the authorization for
the DSS program to be subobligated as needed to any of the
approved activities of the DSS program with the understanding
that none of the specific goals, inputs or outputs of any of the
approved activities will be changed without full consultation
 
and approval of the parties.
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(C) Authorizations for each of the existing discrete projects

in the decentralization portfolio be amended to allow them to be
 
subsumed as activities established under the program

authorization for the DSS program with all future financing for 
those activities and any new activities as may be authorized
 
done as subobligations from the DSS program except that existing
obligations to discrete activities will remain obligated to the 
specific activities for which they were originally authorized
 
and except that Title III funds as presently agreed upon will
 
continue to be obligated and used exclusively in support of the
 
activity titled Basic Village Services (263-0103).
 

The draft authorization implementing the terms and conditions of 
these recommendations is included as Annex C to this program document.
 

II. PROGRAM BACKGROUND
 

A. General
 

The legal and bureaucratic framework for decentralization in modern 
Egypt is laid out in a series of five separate laws that since 1960 have

provided increasingly specific authorities and guidelines for the
 
transfer of decision making to the governorates, districts and villages.

A summary of the contents and preliminary impact of these laws prepared
by Mr. Ali Fawzi Younis, Deputy Minister, Ministery of Local Government,
is Annex D to this paper. Although further refinements will be made over
time, these laws provide the legal basis on which programs and progress 
to date has been possible. 

More immediately important at this point than additional laws is the
 
challenge to see to the effective implementation of the existing ones.
 
Egypt is attempting 
 to move rapidly from centuries of highly centralized 
government and substantial institutional and attitudinal inertia is a
reality to be overcome. Annex E to this paper, "Egypt's System of Local 
Government", is assessmentan of the institutional, attitudinal and
budgetary strengths and weaknesses confronting successful implementation
of the GOE's decentralization program. 

From this and from other analyses of decentralization, it is apparent
that however well-targeted GOE efforts to date and individual 
AID-supported projects in this area are, there are transcending
development concerns, predominantly institutional and budgetary in
 
nature, that to date have been dealt with only at the periphery. There
is a real need to adopt an approach that, while retaining the validity of
each of the separate interventions, will afford the GOE and USAID the 
opportunity to treat the decentralization portfolio as a whole. To do
 
this, the Mission has formulated a progranning mode by which current
 
and/or planned projects will not be directly funded (or further funded)
 
as individual entities, but that a program assistance paper be written to
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serve as the obligating document for a Decentralization Sector Supportprogram from which money will be subobligated to projects covered by theDSS program. The following are major advantages we see to this approach: 

- Each activity in the DSS program will still be fully planned,designed and cleared within the Agency in accord with Handbook 3requirements, thus preserving the specific development impactsought. Design will include specific life-of-activity
inputs/outputs and funding requirements for activity achievement. 

- The Program Assistance Paper spells out the larger goals of theDSS program to which Activity Papers relate. To that extent atleast, we are making some first moves toward bona-fide sectorassistance. Semi-annual, or more frequent, consultations withthe GOE will be required to further define and deal with larger
sectoral issues and to engage the Egyptians more fundamentally
at the policy level.
 

- Policy reform issues presently associated with individual

projects will be better spelled out in
a DSS program and
contractors better targeted to gathering necessary data andmonitoring the pace of policy changes. 

- Since the grant agreement for the DSS program is the obligating
document and activities are funded by subobligations from the
DSS program, desubobligations and resubobligations within theDSS program are permissible without further legislative action,
thus providing considerable fiscal fungibility among the 
activities.
 

- An annual assessment of funds required to replenish the DSSprogram, combined with the ability to move funds among approvedactivities, will ensure more effective cash management and
should be helpful in pipeline terms as well. 

- Through the DSS program we would envision that limited specificactivities or full new activities could be added or deleted uponmutual agreement and within the framework of normal approvalprocedures for activitiesnew toward assuring a more coherent
approach to the central development issue.
 

B. Strategy
 

The Mission's decision to adopt a program approach todecentralization blending project and nonproject assistance is derived in
large part from the conviction that in both tangible and intangible ways,
such an approach can support overall achievement of purposes and goals
larger than the sum of the individual activities. Among these is the
strengthening of democratic institutions at local levels of government.
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In recent months the Mission has given considerable thought to ways
of clustering existing and planned activities into compatible packages
which would enable us to focus on key program or sector goals. We have 
been seeking a means of concentrating resources in a way which would 
respond to specific development problems, enhance the dialogue on issues 
associated with these and provide greater flexibility than has been
 
possible through a series of interrelated but discrete project
 
interventions. 

In decentralization specifically, the Mission thus far has provided a 
series of interrelated but discrete projects (Development

Decentralization I, Basic Village Services, Decentralization Support

Fund, Neighborhood Urban Services, Provincial Cities, and the planned
Decentralization Planning and Management), all of which respond to 
different aspects of the Government's emphasis on decentralization of 
decision-making from the central authority to local jurisdictions. 
A
 
number of these are well underway and have demonstrated good results and 
others are just getting started. However, a clustering of these
 
activities would strengthen the decentralization impact by giving us a 
broader forum to engage the Egyptians more fundamentally in a discussion 
of decentralization issues while at the same time providing a greater
degree of flexibility to respond to program strengths while avoiding
being frozen in unproductive activi.ties. Indeed, activity achievement 
should be enhanced by treatment through a common framework of meaningful
benchmarks beyond individual activity outputs, cross-fertilitization of 
ideas, increased focus on the sector as a whole, cross-referencing 
evaluation findings as applicable, easier identification of and
 
consultations on GOE downstream resource requirements to successfully 
integrate and inLtitutionalize decentralization activities, and better
 
and more timely monitoring of performance against both discrete activity 
and larger sector goals. 

In sum, this approach has distinct programming advantages over other
packaging alternatives, is developmentally sound, and enhances prospects
for identification and evolvement of overallan sector strategy. 

C. Analytic Requirements 

In proposing to establish a wider programming mode for all
decentralization activities, the Mission is seeking the tangible result 
of greater flexibility. But of much more importance, though perhaps less 
tangibe, is the forward thrust we see this approach giving to the early
development of a fuller sector strategy against which the GOE can 
organize its efforts and allocate its resources and within which we can 
better structure our assistance. The GOE's policies in this area and 
certainly its practices are evolving, and although each of the 
AID-supported projects fielded to date is fully viable and consistent as 
designed and approved, the larger sector concerns continue to be elusive.
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As a practical matter, the day-to-day implementation of existing 
projects focuses GOE and AID project managers' attention closely on the 
project specific targets themselves and too little on the larger and more 
elusive program goals. For example, despite the fact that project 
agreements often call for development of the baseline data and analysis 
necessary to advance development of larger sector-related policies and 
procedures, such efforts consistently take a back seat to other more 
immediately pressing demands. Regrettably, they are often treated by GOE 
counterparts and contractors as peripheral to or ranging beyond the 
practical limits and prime purposes of the discrete project with which 
they are working. Furthermore, while each activity budget has its own 
logic, little practical day-to-day attention can be focused through these 
on the larger concerns surrounding the national budget allocations to 
decentralization overall. As a result, there is still a paucity of 
accessible contemporary baseline data and analysis of the sort outlined
 
in Annex E on which to judge progress toward the central development 
goals in decentralization. 

The cumulative results and data flowing from the approved activities 
will help in this respect, but the Mission sees a clear need to establish 
a larger literature by contracting for additional data collection and 
analysis and for such other studies, evaluations and technical assistance 
as is deemed necessary by the DSS program Sector Steering Committee (see
 
Part IV. B). The DSS program approach to program coordination and 
consultation in this respect will insure more effective implementation of 
these requirements since it has among its prime purposes precisely the 
identification of the larger issues/constraints and the development of 
the institutional and budgetary baseline data and analytic literature 
that are essential to formu-ate policy and modify procedures. 

D. Decentralization Sector Issues in a DSS Context 

In a very real way the immediately known issues confronting the DSS 
program are the sum of those identified and targeted by each of the 
discrete activities in the decentralization portfolio. Resolution of 
these will still be pursued through the individual activities as planned, 
but success should be enhanced by the more sector-wide focus of the DSS 
program. 

Although the intent is different, in the project-specific approach to
 
issues and constraints, project managers and counterparts often tend to 
adopt a "keyhole" view of issues centered on the project's own
 
requirements rather than seeing and dealing with them in the context of 
total sector needs. It is a declared objective of the DSS program Sector
 
Steering Committee to review activity performance in addressing issues
 
and constraints against both the specific activities and larger sector
 
needs. Although it has already been noted above, it bears repeating here
 
that the Mission expects the DSS program approach to provide a new 
urgency and impetus to the early development of a fuller sector strategy 
against which the GOE can organize its efforts and allocate its resources 
and within which U.S. assistance can be more effectively structured.
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There are a host of both small and larger issues confronting the
 
decentralization program, many of which have been identified in the
 
existing activity project papers. Although all of these will be proper

subject matter for DSS program managers in pursuing the larger sector 
strategy, most can be usefully grouped in one of three generic and 
closely-related categories that can be immediately identified centralas 
concerns that spawn most of the day-to-day problems that impede progress
in decentralization, i.e., informational, institutional and budgetary.
The following comments do not purport to identify or addres all the
myriad aspects of these issue areas, but serve to highlight the general
directions of intended DSS program focus. A listing of more limited, but 
also important issues affecting the total decentralization program, is 
given as a fourth group. 

(1) Informational. As already noted earlier in this paper, at
the heart of the problems blocking development of a fuller sector 
strategy is an analytic and baseline data void that has thus far largely 
proven intractable. This data and analysis gap not only limits the GOE's 
and Mission's ability to measure, in a timely way, progress against the 
individual activity targets, but also obscures more profoundly our
 
perceptions of the larger sector issues. Considering that
 
decentralization itself, with respect to many policy and procedural
particulars, remains a loosely-defined and evolving concept among
Egyptian officials, continued inability to close the information gap
strategically- affects the longer-term validity of the program. As such, 
an immediate concern for the DSS Sector Steering Committee mist be a
vigorous assault against this problem, beginning with a careful review of 
ongoing and planned data collection and analysis efforts. Given the 
importance of this effort, the Sector Steering Committee will establish a
specific oversight subcomnittee for data collection and analysis. This 
subcommittee will utilize, among other mechanisms, limited but 
longer-term sector-wide coordinated technical assistance to be funded 
through the Decentralization Planning and Management activity to 
coordinate existing efforts, program additional requirements and 
establish an overall sector data management system that feeds results 
back into the portfolio and is carefully linked to national data systems
such as the Central Agency for Public Mobilization and Statistics 
(CAPMAS) to ensure sector activity remains consistent with overall GOE 
planning. This informational issue impacts heavily on the following two 
issue areas, institutional and budgetary. 

(2) Institutional. The range of issues posed by this category
runs to the GOE's ability and commitment to turn decentralization law and 
intent into a reality. Planning capacity and management skills at all 
levels (regional, governorate, district and village) are key training
objectives already targeted to some extent through each of the DSS 
program's discrete activities. But the proposed Decentralization 
Planning and Management Activity (263-0161) is central to this effort. 
Design of this activity is presently in the PID stage, but project paper
completion and authorization for DSS program funding is contemplated in 
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the late second or early third quarter of FY 1982. Overall program
performance needs to be carefully monitored to assure the continued
transfer and interaction of decentralized decision making, particularly
from the governorates to the districts and villages. The competence of
the village councils is of particular concern. The work of the Saqqara
Training Center, supported by the Decentralization Planning and
Management activity, is critical to meeting these needs and

establishing longer term GOE institutional mechanisms 

to
 
to continue

enhamcement of decentralization development. 

(3) 	 Budgeta. The linkage of budget issues with informationaland instituti concerns is obvious. One effort to analyze GOE currentbudget and allocation processes is funded through the Decentralization
 
Support Fund Activity (263-0143). The DSS program focus should help
energize and broaden this effort. Two long-term budget-specific
decentralization program targets are (a) changes in local revenue
generation, collection and retention rules combined with allocation

for ulas that together will ensure financing for longer-term
comprehensive local development plans, and 	 (b) shifts in GOE financial
and budgetary regulations and procedures to emphasize more discretionary
uses of development investment funds by the various local government
units.
 

The DSS program must also succeed in looking at decentral.zationbudgeting in terms of the reasonableness of the total GOE budget and 
resources allocation system. This analysis of domestic resource
mobilization performance is of great importance and should over time
 
cover such concerns as:
 

(a) Level and trend of GOE allocations for
decentralization activities and a measure of the 
percentage of U.S. assistance to the whole. 

(b) 	 The level and trend of GOE tax collections (both
national and local) and its percentage of GNP or GDP. 

(c) 	 An assessment based on budget realities of the GOE's 
comitment to sector objectives and necessary
institutional changes and improvements. 

(4) Other Issues. In addition to global informational,

institutional and budgetary areas,issue there are a number of related,
but more specific, concerns which recur throughout the portfolio of
AID-supported activities and the decentralization area overall. Theseand similar issues will continue to be addressed through the specific

activities, but the wider view afforded by the DSS program should help
achieve more lasting and universally applicable solutions. Examples of
such issues are cost overruns; recurring and maintenance costs necessary
to sustain the reliability of equipment and infrastructure; the
proportion of AID to GOE funding and the pace of shifting full 
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responsibility to the GOE; the balance of focus between policy and
 
performance at present and the pace of needed policy changes; the
 
boundaries of AID involvement in discrete activities and in the sector as
 
a whole; targets activities and target groups; degree of concentration of
 
efforts by level of government; shape of institutional linkages to be 
developed or enhanced among governing units and with village councils; 
and the role of the Organization of the Reconstruction of the Egyptian 
Village (ORDEV) now and in the future. 

III. ACTIVITY DESCRIPTIONS AND FINANCIAL PLANS 

A. Overview
 

The Decentralization Sector Support program subsumes as activities 
each of the five fully approved on-going projects and one planned, as 
follows. (Note especially the funds to be carried into the DSS program. 
The mechanics of funding through the DSS program are given in more detail 
in Part IV of this document.) 



INPUTS ($ millions)
 

Currently FUNDS Total 

Project No. arid Title 
Current LOP Funding 

Authorized Obligated 
Current 
PACD 

Planned 
LOP Funding 
Increase 

1O BE 
SUBSUMED 
INTO DSS 

Current/ 
Planned 

LOP Funding 
GOE LOP Inputs 
($ equivalent) 

On-Going 

0021 - Development Decen­
tralization I 26.3 26.3 9/85 - - 26.3 5.3 

0103 - Basic Village 
Services1!/ 

0127 - Provincial Cities 

70 

75 

70 

20 

12/85 

8/86 

75 

-

75 

55 

145 46.5 

25.0 

01113 - Decentralization
Support Fund 50 50 12/85 50 50 100 20.0 H 

0153 - Neighborhood
Urban Services 89 20 9/86 - 69 89 13.9 

Fj 

Planned 

0161 - Decentralization 
Planning aridtMrnagement 20 - 1987 - 20 20 11. 4 

TOTAL FOR DSS AUTHORIZATION: 269 

1/ Further augmented by funds not included in this table, i.e. from the five-year, $75 million Title III Foodfor Development Agreement signed March 29, 1979. 
Of the $75 million $45 million has been obligated to date and
the balance is scheduled as $15 million each in FYs 1982 and 1983.
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Although all future funds will be provided to each of the activities 
as subobligations from the DSS program on a centrally managed, cash flow 
basis (see Part IV, IMPLEMENTATION, Section A, Funding through the DSS),
 
this is in no way intended to obriate or alter the substance, full LOP
 
funding or implementation timing for any of the discrete activities. To
 
the contrary, management of funds on a cash flow basis should, if 
anything, bring closer attention and better planning to implementation of
 
soundly-designed activities along with the advancement of the larger 
sector concerns.
 

As to the PACD for the DSS program, it is difficult at this point to
 
attempt to fix a terminal date since it is contingent on resolving

critical institutional, budgetary and policy concerns identified and
 
addressed to date only in limited ways. For now, the DSS program is
 
initially defined by the last planned activity, i.e., mid-1987 for 
Decentralization Planning and Management. Its true tenure will relate to 
the speed and success with which the GOE and the Mission can both
 
implement existing programs and address the larger issues. To the extent
 
this is well advanced in the 1982-1987 time frame, future assistance - if 
needed and available - can be provided as sector assistance loans/grants 
or budget support.
 

B. Individual Activity Project Descriptions and Financial Plans
 

Each of the existing or planned activities has its own subtargets and
 
implementation and financial plans. These are fully laid out in the 
approved project papers (draft PID in the case of 263-0160, 
Decentralization Planning and Management) given as ANNEXES F through K to 
this document. Full technical, financial and other justifications for 
each of these activities are contained therein, but brief descriptions 
are included in this paper to highlight their discrete purposeE and 
relationship to the larger goals of the DSS program. First, however, the 
following few tables attempt to show generally the overall flow of funds 
- both AID's and the GOE's - to decentralization activities. Table I 
provides actual (through FY 1981) and anticipated expenditures from 
existing and planned specific AID-supported activities from 1978 through 
1986. Tables II, III and IV provide a quick look at the GOE's own 
investment financing by governorate for the years 1979, 1980 and 1981. 
As already noted, these GOE tables and similar available materials do not 
throw much light on the budgetary process for decentralization nor the 
contents or.quality of activities financed, but they do provide some idea 
of the volume of recent total investment budget flows to the 
governorates. The brief activity descriptions follow these tables.
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DECENTRALIZATION: 
 ACTUAL AND PROJECTED EXPENDITURES 
(in 000 $ Equivalents as of January 1982) 

FY 
1978 

FY 
1979 

FY 
1980 

FY 
1981 

FY 
1982 

FY 
1983 

FY 
1984 

FY 
1985 

FY 
1986 

LOP 
TOTAL 

AID Total 
GOE Total 
Project Total 

555 
391 
96 

1,645 
818 

2,16-3 

1,178 
818 

V,96 

5,496 
818 

65,76 

6;018 
818 

4,658 
818 

3,729 
819 
1 4 

26,279 
5 300 
-3, 

BVS/TITLE ITI
AID Total 
GOE Total 
Project Total 

15,000 

15,000 

115,775 
10875 
56,650 

78,0111 
13,875 
91,916 

63,041 
12,375 
75,416 

18,143 
9 375 

27-,W 

220,000 
46 500 
266,500 

DSF
AID Total 
GOE Total 
Project Total 

PROVINCIAL CITIES
AID Total 
GOE Total 
Project Total 

270 
50 

320 

41,295 
6,839 
134 

2,100 
1,000 
3,100 

58,435 
13,111 
71,546r 

10,500 
41,000 
14,500 

16,800 
5,100 
21,900 

26,000 
89000 

24,000 

19,600 
6900 
26,500 

100,000 
20,000 
120,000 

75,000 
25,000 
100,000 

, 

NUiS
AID Total 
POE Total 
Project Total 

25,600 
4,070 

29,670 

22,700 
3380 

21,600 
3 ,350 
2 5 

19,100 
3,100 
22,200 

89,000 
13,900 
102,900 

DPM 
AID Total 
GOE Tntal 
Project Total 

3,521 
795 

416 

4,316
1,259 
5,575 

4,716
2,122 

4,196
31115 
7,311 

3,251
4,109 
7,360 

20,000
11,400 
31,1400 

GRAND TOTALS
AID TOTAL 
GOE TOTAL 

PROGRAM TOTAL 

555 
391 

9116 

1,6115 
818 

2 463 

19,178 
818 

19,996 

53,641 
14,243 

66,384 

164,975 
28,897 

195,372 

169,950 
36,043 

205,993 

74,188 
23,666 

97,854 

42,896 
13,115 

56,011 

3,251 
4,109 

7, 

530,279 
122,100 

652,379 
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TABLE 1I
 
CY 1979
 

INVEST"MqT BTDYE!"
 
(LE Millions)
 

GOVERNORATES I.NVrSTM, Tm- !NVESTMENT NINANCING TOTAL 
EXPENDTiTURES CREDIT GOVERNMENT 

'1'CILITIES SUPPORT 

CAIRO 0.5 8.0 8.5 
ALEXANDRI A 0.4 4.1 4.5 
PORT-SAID 0.2 2.0 2.2 
ISXAII A 0.2 2.2 2.4 
SUEZ 0.1 1.4 1.5 
KALYOUBI A - 2.5 2.5 
SHARKEYA 0.2 2.8 3.0 
DACAH-LIY A 0.6 5.1 5.7 
DAMIETTA 0.3 3.6 3.9 
MOUNOUII A 0.2 2.9 3.1 
GtIARBIYA 0.4 2.7 3.1 
KAk'R EL S{EIKH 0.5 5.9 6.4 
BEHEIRA 0.1 2.0 2.1 
GIZA 2.5 4.1 6.6 
v kYOU - 1.9 1.9 
BENT- SUE -1.5 1.5 
M NYA 2.2 2.2 
ASSIUT - 2.8 2.8 
SOHAG 0.1 1.8 1.9 
QUETA 0.1 1.9 1.9 
ASWAN 0.6 5.4 6.o 
MATRU 0.1 2.1 2.2 
NEW VALLEY 0.2 1.4 1.6 
RED SEA - 0.9 0.9 
SINAI NORTH 0.0* 1.5 1.5 

SInAI SOUTH 

TOTAL 79.9 7.3 72.6 79.9 

• Amount less than 100,000 LE. kmounts shared by both North and South Sinai. 
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TAB LE TII
 
CY 1980
 

INI.STM1NT BUDGET
 
fLE Millions)
 

GOVERNORATES INVESTMEiT INVESTMENT 72INANCI G TOTAL 
EXPENDITURES CREDIT AUTO INVESTMNT 

?ACILITIES ?INAICING BANK
 

CAIRO 64.4 30.0
12.8 21.6 64.4
 

ALEXANDRIA 18.6 2.8 7.7 
 5.1 18.6
 

PORT-SAID 4.4 1.2 0.6 2.6 4.4
 

ISMAILIA 5.0 1.1 2.7
1.2 5.0 

SUEZ 6.c 3.0 6.91.3 2.6 


KALYOUBIA 8.8 2.0 8.8
2.2 4.6 


SnARKEYA 5.8 1.7 0.6 3.5 5.8 

DAKAfLIYA 11.5 2.6 1.0 7.9 11.5 

DAMIE- TA 7.8 2.7 4.80.3 7.8
 
MOUNOUVIA 6.4 1.8 4.0
0.6 6.4
 

GHARBIYA 7.6 1.0 7.6
2.2 4.4 


KAkR EL SHEIK{ 8.4 1.8 0.6 6.0 8.4
 
BEHEIRA 6.6 0.5 0.6 5.5 6.6 
GIZA 17.7 4.4 8.7
4.6 17.7
 
?AYOUM 4.6 1.5 2.5
0.6 4.6
 

BENI-SUET 4.6 0.5 0.6 
 3.5 4.6
 
MINYA 6.2 1.5 0.6 4.1 6.2
 

ASSIUT 6.3 0.6 6.3
1.8 3.9 

SOHAG 5.5 0.60.1 4.8 5.5
 

QUTNA 7.4 1.4 0.6 
 5.4 7.4
 

ASWAN 7.1 2.0 1.2 3.9 7.1
 
MATRUh 6.0 1.8 3.6
0.6 6.0 
NEW VALLEY 4.7 1.4 0.3 3.0 4.7 
RED SPA 1.7 0.4 0.3 1.0 1.7 
SINAI "NORTH 8.0 1.7 0.6 5.7 8.0
 

SINAI SOUTH 4.8 1.2 0.6 3.0 4.8
 

TOTAL 256.8 61.0 246.8
4.4 131.4 
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TABLE IV
 
CY 1981
 

I' STMENT BUDGE'
 
ILE .Millions)
 

OVERNIORATES INVESTMENT INVESTMENT ?INANC ING TOTAL 
EXPENDITURES CRPDIT AUTO INVESTMENT 

TACILITIES FINANCING BANK 

CAIRO 
 60.9 12.7 27.0 21.2 60.9
 

ALEXAkNDRIA 19.5 3.0 8.1 8.7 19.8
 

PORT-SAID 4.7 1.3 0.6 
 2.8 4.7
 

ISMAILIA 5.2 1.3 1.2 2.7 5.2
 

SUEZ 
 7.3 1.3 3.2 2.8 7.3
 

KALYOUBIA 9.2 0.9 2.0 6.3 9.2
 

Si kR YA 7.0 1.8 1.0 4.2 7.0
 

DA'KCkt!YA 11.9 3.0 
 1.2 7.7 11.9
 

DAMETT. 8.2 2.9 4.6
0.7 8.2
 

MOUNOTYIA 6..8 2.4 0.8 3.6 6.8
 

GCARBIYA 8.9 3.4 1.2 4.3 8.9
 

KAWR EL T-{EIKH 8.5 2.0 0.8 5.7 8.5
 

BrE{IRA 7.0 1.3 0.6 5.1 7,0
 

GIZ4 
 19.6 5.0 4.6 10.0 19.6
 
FAYOUM 5.1 1.8 0.6 2.7 5.1
 

Br7I- STJEW 4.8 0.7 o.6 3.5 
 4.8
 

?ITNY4 6.7 1.8 0.6 4.3 6.7
 

ASSIUT 
 7.0 2.5 1.3 3.2 7.0
 

SOHAG 6.1 1.3 0.7 4.1 6.1
 

QUENA 7.7 0.7
1.6 5.4 7.7
 

ASWAN 7.6 1.6 1.3 4.7 7.6
 
MATRTg{ 6.4 2.0 0.7 3.7 
 6.4
 

N!W VkLLEY 4.9 1.2 0.6 3.1 4.9
 

RE) SPEA 2.0 0.4 0.4 1.2 
 2.0
 

SINAI NORTH 7.0 1.9 0.6 4.5 7.0
 

S!_NUI SOUTH 5.4 1.5 0.6 3.3 5.4
 

TOT6.L 255.7 60.5 61.7 133.4 255.7
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(1). 	 Activity One - Development Decentralization I
 
(Original project paper and three amendments are
 
ANNEXES F-1, 2, 3, and 4 to this document)
 

Begun in FY 1978, this project furthers the Government of Egypt's
 
program of decentralizing government functions by financing a revolving
 
loan fund program that aims to increase the autonomous revenues of
 
village councils throughout Egypt. Loans are made to village councils
 
for income producing projects; the income provided is used to augment the
 
"account for local services and development," which was authorized in Law
 
52 for village councils to use for autonomously determined purposes.
 
Funds are also provided for technical assistance to help improve the
 
development planning of local administrators and the financial viability
 
of selected subprojects. More specifically, the project consists of the
 
following components:
 

(a) Establishment of a Local Development Fund (LDF) within the
 
Organization for Reconstruction and Development of the
 
Egyptian Village (ORDEV).
 

(b) Establishment of an ORDEV Training Academy which provides
 
training for local ORDEV personnel, governorate, village
 
council and executive committee personnel.
 

(c) Participant training for ORDEV, Governorate village council
 
and executive committee personnel in the United States and
 
Third Countries in Asia, Africa and Latin America.
 

(d) Evaluation and analysis of LDF operations impact on the
 
recipient villages of projects funded from the LDF, and the
 
operations of the ORDEV Academy.
 

To date over 288 loans totaling $6.2 million equivalent have been
 
awarded by the Local Development Fund. Over 2,000 local government and
 
village officials have been trained in Egypt, 47 in the United States,
 
and another group of 35 trainees received training at the University of
 
the Philippines Institute of Small Scale Industry. In FY 1981 $15
 
million was added to the program including $12.2 million of additional
 
capital for the fund and over $2 million for technical assistance and
 
training, raising total AID commitments to this project to $26.3 million.
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Development Decentralization I 
Revised Project Financial Plan 

(000's) 

Cumulative Obligation 
Co mitments as of 5/81 81 1/ Total 

GOE A.I.D. GOEA.I.D. GOE A.I.D. 
$_ LE --- L1E-2 -	 ­--	 EProject Inputs 	 -- - - E 

1. Project Management/
 
Training 3,508 114 570 2,200 800 5,708 ].14 1,370
 

360 - 1,345 - 2,000 360 - 3,3452. 	Commodities 


3. Local Development
 
12,373 -- 18,573 - -

Fund 6,200 	 ­
4. 	 Research and 

35 27 450 352 - 485
Evaluation 	 325 


- 400 - 1,2075. 	 Contingencies 807 11 11 -

TOTAL 	 11,2002/ 125 1,950 15,000/ 3,250 26,200 125 5,200 

1/ 	This financial plan shows only obligations. Implementation expenditures of these funds 
will continue through FY 85. This column represents cumulative commitments for this 
agreement and LDP. 

2/ 	 U.S. owned Egyptian Pounds. 

3/ 	Includes $7,410,000 convertible into LE for local costs broken down as follows:
 
$6,200,000 for capitalization of local development fund and $1,210,000 for other
 
project costs.
 

4/ 	Includes $13,000,000 convertible into LE for local costs broken down as follows: 
$12,373,000 for capitalization of local development fund, $400,000 for technical 
assistance, $200,000 for training and training equipment, $27,000 for research and 
evaluation. 
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(2) Activity Two - Basic Village Services 
(Original project paper the FY 1982 proposed amendment, 
and the 3/29/79 Title III FFD Agreement are ANNEXES 
G-1 and 2 to this document)
 

At present grant funds are provided to rural villages in nine 
governorates for the construction of rural infrastructure projects. 
Eligible projects include, but are not limited to, potable water systems,
feeder roads, ground water and sanitary drainage, abbatoirs, and the 
lining of canals. The primary intent of the project is to strengthen the 
network of administrative/management processes and skills at village,
 
district and governorate levels in all participating governorates.
 
Particular emphasis is placed on the involvement of the elected village

councils. By the end of AID's involvement in this activity the choice
 
and implementation of all subprojects should be done at the village

council level. Specifically, the project provides $135 million for 
village level infrastructure improvements and $10 million for support and
 
training to develop administrative and managerial skills in project

selection, design and management at village and markaz levels in nine
 
governorates. The funds are provided through a $75 million P.L. 480
 
Title III Agreement and an AID Grant of $70 million. The P.L. 480 Title
 
III portion of the program was initiated late in FY 1979 and the AID
 
Grant Agreement was signed in August 1980. Over the life of the project

approximately 450 village local units are expected to construct over
 
4,000 locally conceived, locally administered rural infrastructure
 
sub-projects. Through 9/30/81, 1,470 projects were approved with 252
 
completed and 671 others underway. A FY 1982 proposed project paper

amendment for en additional $75 million to further augment activities is
 
under consideration and is included in the following financial table:
 



-- 

Source 

Subproject
 
Construction 


Indirect Sub­

project Cost 


Maintenance Fund 

Technical 
Assistance 

Training - U.S. 


Training in 
Country 


ORDEV/Governorate/ 
Village Staffing 
Support 


Inflation 


Contingency 


TOTAL 
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Basic Village Service.s
 
Financial Table
 

(U.S. $ 000) 

A.I.D. G.O.E. 

FX LC L 

- 135,000 ­

- - 20,000 

- - 19,500 

2,800 2,328 ­

1,425 - ­

- 1,000 3,000 

- - 4,000 

1,000 200 ­

500 747 ­

5,725 139,275 46,500 

Title III
 
LC 


75,000 


-

-

-

-

-

-

-


75,000 


Totals
 

210-000
 

20,000
 

19,500
 

5,128 

1,425
 

4,000
 

4,000
 

1,200 

1,247
 

266,500
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(3) Activity Three: Provincial Cities
 
(Original project paper is ANNEX H to this document) 

This grant, authorized for $75 million in late FY 1981 with aninitial obligation of $20 million, funds activities designed to enhance
local government and institutional capabilities of three provincial
cities (Fayoum, Minia and Beni Suef) to identify, plan for, budget,
finance, construct and maintain urban infrastructure and public servicesat the municipal level. The project finances technical assistance,
operating and maintenance improvements and the design and construction ofinfrastructure projects, particularly for water and sewerage. The latterwill encompass improvement and extension of existing water systems and 
wastewater facilities.
 

The larger goal of this project is to assist the GOE to achieve itspolicy objective of economic and administrative decentralization and tofoster a more effective urbanization process at the secondary city
level. It will help expand decision-making capacity on the broadest

possible basis by providing local government decision makers with
experience in the allocation and utilization of resources and in
developing the financial and other mechanisms to carry out their
 
development programs.
 

Provincial Cities 
Illustrative Financial Plan
 
(Millions of U.S. Dollars)
 

AID GOE Project Total 
FX LC Total LC FX LC Total 

Capital Cost:
 

Water Supply 14.2 14.2 28.4 7.2 14.2 
21.4 35.6

Waste Water 11.9 11.8 23.7 6.0 11.9 17.8 29.7

Streets 
 - 5.1 5.1 2.6 - 7.7 7.7 

Subtotal 
 31. 23 T 15 77 73.0 
Maintenance 
 - 2.4 2.4 1.2 - 3.6 3.6 

General Consultant & 
Egyptian A/E Firms 2.5 2.0 4.5 0.5 2.5 2.5 5.0 

In Kind/Administrative 
 - - - -5.0 - 5.0 5.0 

Contingency 
 7.0 3.9 10.9 
 2.5 7.0 6.4 13.4
 

Total Funds Required 35.6 39.4 75.0 25.0 64.4
35.6 100.0
 

,1
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(H) Activity Four: Decentralization Support Fund 
(Original project paper and FY 1982 proposed amendment are 
ANNEXES I-i and 2 to this document) 

The purpose of the project is to support and accelerate the process
of administrative decentralization to rural governorates by increasing

investment budgets under their jurisdictions. While under this project
the most immediate result will be capital equipment, the infusion of the 
equipment itself and the experience gained through the planning and 
procurement phases of the project should greatly strengthen the 
decentralization process. 

The strategy used to gain the purpose rests on the pressing need for
equipment at the governorate level to provide essential services to 
governorate "opulation. By making funds for equipment available to 
governorateb, services can be expanded and existing infrastructure better 
maintained. 

From AID's initial obligation of $50 million for this activity, this 
project makes a totaJl of approximately $2.32 million in foreign exchange
available through the national budget to each of 21 of the 26 
governorates in Egypt. These amounts, which will be available to the 
governorates in their investment budgets, will be used to purchase needed 
capital equipment in the United States. AID funds will also be utilized 
to finance spare and repair parts or other maintenance requirements for 
the equipment to be procured hereunder. The equipment will be used by
the governorates to expand and maintain systems servicing the governorate
population in such areas as sanitation, health and transportation. A 
project paper amendment for FY 1982 proposes to authorize another $50 
million to this activity. A summary cost estimate and financial plan for 
the full $100 million is as follows: 
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Decentralization Support Fund
 
Sury Cost Estimte and Financial Plan
 

(in U.S. $000)
 

AID GOE Total 
FX LC LC FX LC 

I. 	 Equipment 

Procurement 98,700 - - 98,700 ­
Ma-intenance & Operation - - 14,643 - 14,643 
Inland Transportation - - 500 - 500 
Inflation (LC Services) 98,700 - 3,071 - 3,071 

Total 	 98,730 - 18,2.14 98,700 18,214 

rl. Contract Services
 

Liaison Team - 440 - - 40 
Procurement Services (2%) - 1,786 - 1,786 
Evaluation 305 - - 305 ­
Contingency/Training - 555 - - 555 

Total 	 "09 9 1,786 ,,, 2718 

PROJECT TOTAL 	 0 " 20.000 9.005 20,995 
Preliminary
 

(5) Activity Five: Neighborhood Urban Services
 
(Original project paper is ANNEX J to this document)
 

This joint undertaking of the GOE and AID seeks to enhance measurably
 
.the institutional capabilities of urban local government units, Egyptian 
private voluntary organizations and neighborhood associations through the 
process of producing modest-sized (averaging L.E. 60,000) 
neighborhood-level public services and infrastructure. This effort 
during the five-year (1981-1985) life of project will address some of the 
p'eatest unmet needs of the urban poor in Greater Cairo and Alexndria. 
rhe U.S. grant contribution of approximately $89.0 million will finance 
(1)program funding for subproject activities, (2) technical assistance, 
(3) training, and (4)evaluation. The GOE contribution of an estimated 
$13.9 million equivalent will fund (1) staffing, (2) indirect project 
:osts, (3) training support and (4) maintenance for subproject activities. 

The public works programs financed will be jointly identified,
 
developed and executed by the local officials and residents in the
 
participating urban districts and should enhance the living conditions
 
and economic climate in those areas. While three-fourths of all the
 
subprojects will be implemented through the District Administrative
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(6) 	 Activity Six: Decentralization Planning and Management 
(Draft PID is ANNEX K to this document) 

This activity is still in the PID stage, but is scheduled for full
 
design completion, approval and authorization inFY 1982 as a component

activity of the DSS program. An overview statement and illustrative 
budget breakdown are as follows: 

Egypt is in the process of decentralizing many development

related functions to regional planning offices and local government units 
(governorate, markaz and village). The intent is to increase 
effectiveness and popular participation in planning and implementing
local development. The various offices concerned have shown an eagerness 
to do the work, but have not had the resources to prepare for their new 
responsibilities. 

The Decentralization Planning and Management (DPM) Project
addresses this problem. It will provide technical assistance, training
and equipment to help local government units and regional planning
offices develop their planning management and information systems. It 
will also provide similar support to the new ORDEV Saqqara Center,
building its capacity to assume the technical and specialized training
functions of the project as the USAID involvement phases out. 

The project will be implemented in three phases over a five-year
period beginning in 1982. During the first phase (1982-84) technical 
assistance, training and equipment supply will focus on building the 
planning system in two regions (including selected governorates, markazes
 
and villages), and developing the capability of the ORDEV's Saqqara
Center to provide the technical and training support for building the 
planning capacity of other regions. The second phase (1984-86) will 
concentrate on assisting additional regions, governorates, markazes and 
villages build their planning, project implementation and evaluatin 
capabilities. The Saqqara Center will take the lead in providing
technical support and training. External technical assistance will focus 
on solving problems associated with replicating the models developed
during Phase I. The third phase (1986-87) of the project will involve 
continued expansion of Saqqara Center services to the rest of the 
country. The foreign technical assistance will have been completed and 
the USAID participation will concentrate on training support (through

Egyptian consultants) and equipment supply. 

The cost will be approximtely $31.4 million of which $20 
million will be contributed by AID. The following table provides 
illustrative annual and total budget breakdowns, as well as technical 
assistance, U.S. and Egyptian requirements in numbers and person-months. 
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Decentralization Planning and Management
 
Cost Estimates (O00s)
 

Project Year
 
J 2 3 4 5
 

Number of Participating Governorates 
 3 6 12 19 26
 

A. Techncal Assistance
 

1. Long Term Advisors 
a. Expatriate $1,050 895
1,050 525 
 -

(number 
 (6) (6) (5) (3) (-)b. Egyptian 200 200 200
200 200
(number) 
 (10) (10) (10) (10) (10)
 

2. Short Term Consultants
 
a. Expatriate 420 630 630 420 
 -


(months (24) (36) 
 (36) (24) (-)
b. Egyptian 
 51 101 126 126 126

(months) 
 (24) (48) (60) (60) (60)
 

B. Training
 

1. Workshops/seminars* 
 200 350 500 500 500
 
(number)
 

2. Long Term Training
 
a. Domestic* 
 60 100 100 100 100
(number) (12) (20) (20) (20) (20)
b. Foreign 250 
 500 500 506 500


(number) 
 (10) (20) (20) (20) (20)
 

3. Study Tours 100 100 100 100 100
 

C. Equipment
 

1. Governorates 
 240 240 480 560 560
 

2. Central and Regional Offices 400 240 480 560 560
 

3. ORDEV Saqqara Center 500 300 100
200 100
 

D. Evaluation 
 50 50 50
50 50
 

Annual Totals $3,521 3,861 4,261 3,741 2,796
 

Total line items 
 18,180

Contingency @10% 
 1,820

USAID Project Contribution $20,00
 

Expenditures to be paid in Egyptian Pounds (approximtely 22% of total'
 

2A 
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(7) 	Other Activities
 

Other activities may be added to this program and funded through
the DSS program. Inese fall into two categories. Full project-type
activities must be fully designed and approved in accordance with
Handbook 3 and other relevant Agency guidelines. As previously noted,
other limited actitivies deemed to be necessary and/or conducive to

achievement of the decentralization program goal, e.g., baseline data
collection and analysis, studies and some technical assistance, can be
funded through one or another of the component activities if jointly
agreed on by the USAID and the Government of Egypt. 

IV IMPLEMNTATION 

Each of the existing activities had been fully qualified as a
discrete activity and has its own implementation plan detailed in the
project papers. Each of these and any new activities will continue to be
implemented according to the established plan and through the designated
counterparts. Internal USAID management and coordination of the separate
activities will continue to be the responsibility of the office for Local
 
Administration and Development (LAD) within the division of the Assistant
 
Director for Development Resources and Program Support (AD/DRPS).
 

Implementation of the oversight activities envisioned for the DSS 
program essentially entails two specific sets of mechanisms, one covering
the establishment of the DSS program and the rules for flow of funds for 
the approved activities, and the other covering the establishment and
operation of the consultative mechanism by which the total
decentralization portfolio is to be reviewed and assessed against sector 
goals and overall GOE resource allocation planning, including U.S. 
assistance. 

A. 	 Funding Through the DSS Program 

This 	 involves six basic questions: 

Q: 	 What funds are to be included in the authorization of the 
DSS program? 

A: 	 Initially, $269 million is to be authorized for inclusion 
in the DSS program, as follows: 

(1) 	All funds which would otherwise be approved for new
 
activities or amendments to existing activities from
 
the time the DSS program itself isapproved and
 
authorized ($145 million).
 

(2) All authorized but not yet obligated funds from
 
existing projects. Existing authorizations and grant

agreements must be amended ($124 million) to reflect
 
this.
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Accordingly, the $269 million figure for authorization is

composed of the following existing or planned activities:
 

Project and Title $ millions 

From Category (1) 

Decentralization Planning and Management (new) 20 

Basic Village Services (amended) 75 

Decentralization Support Fund (amended) 50 

From Catetory (2) 

Provincial Cities 55 

Neighborhood Urban Services 69 
TOTAL 269 

Q: 	 What about funds previously obligated to discrete projects?
 

A: 	 Since these funds cannot be deobligated from the discrete
activities to which they are presently committed, and 
reobligated to the. DSS program without existence of 
deob/reob authority, they must remain tied exclusively to 
the project activity for which they were obligated.
However, these funds are limited and in large part will be
expended this fiscal year. This poses no problem in 
management of the individual projects or the DSS program.
 

Q: 	 From the authorized amount of $269 million, how much is to
 
be obligated in FY 1982?
 

A: 	 Plans are to obligate $75 million in FY 1982 to the DSS
 
program. This will provide up to $30 million for the Basic 
Village Services activity up to $25 million for the
 
Decentralization Support Fund activity and the balance of
 
$20 million for the Neighborhood Urban Services and the new
 
Decentralization Planning and Management accivities.
 

Q: 	 How will funds flow within the DSS program grant agreement 
to component activities? 

A: 	 Step 1: AID/Washington will authorize the DSS program

initially at the $269 million life-of-program level.
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Step 2: Based on this authorization and an estimate of FY 
1982 needs for each component activity, the Mission will 
obligate funds by means of a grant agreement (for the first 
year) or an amendment (in subsequent years) to obligate a
specific amount to the overall DSS program. 

Step 3: Project Implementation Letters (PIL) agreed on
between the Mission and the Ministry of Investment and 
International Cooperation will be used to allocate money to 
component activities within a level not to exceed the
 
life-of-activity amount approved by the Mission, the GOE
 
and AID/Washington for each activity. This PIL will be 
transmitted to the specific activity steering committee. 
(FYI, each approved activity has such a committee already
and one will be established for any new activity.) 

Step 	 4: Should the Mission and the Ministry of Investment 
and International Cooperation decide to shift funds
 
between/among activities, this will also be accomplished

(after due consultation with the affected parties) by a PIL 
jointly signed by the Mission and the Ministry of Planning
and transmitted to the affected discrete activity steering
committees. 

Q: 	 How are new activities to be funded? 

A: 	 Following full design, review and approval of any new 
activity in accordance with the pertinent concepts embodied
 
in Handbook 3 and its inclusion in the DSS program by
amendment to the program agreement*, the new activity 
becomes eligible to be funded in the same manner as any
 
other approved activity.
 

*An Annex for each activity will describe the activity and 
contain an "up-to" amount for each. 

Q: 	 How are the DSS program itself and the approved
activities to be further funded in the future? 

A: 	 Following a cash flow and implementation assessment that 
analyzes annual requirements both for activities conducted
 
primarily against budget benchmarks (such as the 
Decentralization Support Fund) and those measured more 
against implementation programs (such as Basic Village 
Services) and a determination of the need to add or shift
 
funds within the authorized level of the DSS program,

further obligations to the DSS program, subobligations to
 
the approved activities and/or life-of-activity increases
 
for specific activities will be accomplished according to
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agreed upon practices. 
Portfolio review and consultations
between the USAID and the designated GOE authorities will
be the means to determine the need for these actions.
 

B. The Consultative Mechanism
 

This has two parts, assessment of the portfolio and allocation
 
authority.
 

(1) Assessment of the Portfolio
 

Portfolio assessment will be conducted on a semi-annualbasis by the Sector Steering Committee, composed of the followingspecific individuals and/or representatives from the following entities:
 

- Ministry of Planning 

- The Ministry of Planning's Deputy Minister for Regional
Planning 

- The Ministry of Local Government's Secretary for Local 
Government 

- The Chairman of ORDEV 

- The Director General for ORDEV 

- Two members of the Supreme Council of Governors to be 
selected by the Supreme Council and to serve two-year terms 

- the Senior Undersecretary of the Ministry of Investment andInternational Caiperation's U.S. Assistance Coordination
 
Unit 

- the Director of USAID/Egypt and the Office Director forUSAID's Office of Local Administraztion and Development
 

This Sector Steering Comnittee will consider the status ofimplementation of' the decentralization portfolio with respect to the
individual activities, the portfolio as a whole, and its relevance to theoverall decentralization program. 
It will also concern itself with
issues and problems confronting the total decentralization program inEgypt and establish such subcommittees as may be necessary, e.g., theinformational subcommittee described in Part II. D. (1), above. Based onits assessment, the Committee will recommend such modifications, fundingactions and other activities as may be necessary. Their report with
recommendations will be acted on by USAID/Egypt and the Ministry ofPlanning with respect to all funding and implementation issues. Onlarger issues of GOE decentralization law, policy and practices, theywill act within their established authorities or make their
recommendations to appropriate other GOE authorities.
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(2) The Allocation Authority
 

Funding and implementation recommendations of the Sector 
Steering Committee will be executed by the USAID/Egypt and the Ministry
of Investment and International Cooperation in the usual and established 
ways, i.e., through grant agreements, amendments, PILs and such other 
documentation as may be necessary. 

V EVALUATION PLAN 

Each activity in the decentralization portfolio has a detailed
 
discrete evaluation plan. Results and findings from these will be 
measured against the specific goals and purposes of the activities 
themselves, but will also form an important part of the larger
sector-related considerations and as a partial source of benchmark 
measures to be developed against which to evaluate total program progress. 

A major decentralization sector evaluation is scheduled for the 
fourth quarter of FY 1983. The discrete activity evaluations and this 
larger sector evaluation will provide part of the continuing agenda for 
tLe Sector Steering and Executive Committees. Funds for evaluations will 
be provided from individual activities as scheduled or from the special
activities category of the DSS program, as needed. 

VI CONDITIONS, COVENANTS AND NEGOTIATING ISSUES 

Conditions and covenants for the DSS program fall in three general 
areas:
 

Formal: Essentially these are limited to the standard 
requirement for specimen signatures. 

Policy: Her'e we envision two CPs and one covenant. The CPs 
covers the establishment of the Sector Steering Committee and 
the informational subcommittee and the covenant covers the 
consultations on policy directions ir decentralization. 

Linkages: Here one CP is needed to link the existing network of
 
CPs and covenants in existing activities to the DSS program.
 



AIDM A 

GRANT APIUCATIONS 

Grant Application for the Decentralization Sector Support Program 
will be pouched separately. 
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" .Sfl,SZV 5 ald a.0a- improvements which should encourage
4 Z 
assmoitis act) .Ids.n(age 	 local development initiatives. 

i=prtve t.einica.1 ef.ficiency of 	 (d)' No perceptible impact.
 

-
c=n Jexce ana (f) s t engthe- (e) No perceptible impact.
 
:free 'Ia~ uimen.
 

(f) No perceptible impact.
 

. AX Sec. 601,b). Mnforzation and 
ccclusio cc bow assistance wi3. 
encourage 13.S. private trade and To the extent that trade patterns 

:jves=_=t abroac zaa e~ncor-- between Egypt and the U.S. continue 
e .. 	 to grow and expand, this program can
 age por e a=13 . patro n 	 be seen as having a positive effect. 

I.n :foreign as.stan3ce 	progx-a= 
Jimc~mdImq use of private *traae
 
cha-mels ea d the sez-vices"-of .S.
 
private exitezpx-Ise)-


FAT Sec. '612Th) 7 Sec. 636(h).
 
Descr.be s-teps taken to assure Egypt is providing substantial local
 
that, to ".the =x = extent poss- currency support for each of the acti
 
Ible, the x==y-/ is contributi vities covered by this program.
-g Pro­
loce2 =i-encies -to meet the cost visions for this contribution are con
 
of cont=ra- =I anZ -oterservices, tained i-n the individual agreements.
 
and foreign currencies owned by
 
the Ozitea States axe.nilized..to
 
meet the cost of contra&cua2 and
 
other scx-vices.
 

T'AX Sec. 612 (d)- Does the 
United States om'm excess foredgn A total of LE r25,000 was provided to 
c=rrecy and, If so, what the initial decentralization project, 
. -zangeents have 2ieen made for 	 DDI, from excess -foreign currency
 

.itsrelease? 	 reserves in FY 1978. These funds for
 
technical assistance purposes are
 
no longer available.
 

http:Descr.be


. FlD _Uz-?-A OR IrM L-ZCT ?SSISTANCE 

"I. -m riec t Cri-temia for Securi.ty Sumtortinc Assistance 

a.. Y',Sec. 531 Wi.1 this This program is promoting economic 
a.ssislm.ce p rrmxote econoic or stability by providing important 
political stabii3t ? financial resources to improve the
 
o the e-ent possible, does it qua] ity of life in rural Egypt and 

reflec-t the pol.cy directiow of by encouraging the democratic partic4 
Section 102? pation of local populations in the 

economic development process.
 

Yes, the program reflects the policy
 
direction of Section 102 to the
 
extent possible.
 

http:a.ssislm.ce
http:Securi.ty


5(3) - 7,WD;RD 27-- CRECKLIS 

Listea belca axe the statutory Items 
be covezet routinely.hjcb normally w12.2 

in those provisions of an assistanc 

agreeTment 6ealing witb its 
In theImp3einenttiOno Or covcze8 

agreement by imposing limits on certain 

uses -o funds. 

These items are arranced under the 

ceneral headings of (A) 'rocurement, (B)
 
and (C) Other
Construction, 

Restfi cti ons-


A. 	 procurement
 

1.. FAA Sec. 602. Are there
 
arrangements to permit 10.s. 
smal business to Partlipate 
equitably in the turni'shing of 
commodities and services 
financed? 

2. 	 yA Sec. 604(a). i ill all 
procuremient be trom the jiS 
except as otherwise determined 
by the President or under 
delegation from him? 

3 	 FAA Sec. 604 (d). 7f the 
cooperating cour)try 
discriminates against U.S.companies.marine.. insurance 
will commodities be insured in 

United States against,the 
marine risk with a company or 5 
companies authorized to do a 
marine insurance business in 
the ID. S -2 

4 TAA Sec. 604 (e)- -ISDCA of 1980 
Sec. 705(a). It offshore 
Procurement of agricultural 
commodity or product is'to be 
financed, is there provision 
against such procurement whea, 
the "domestic price of such 
commodity is less than parity? 
(Exception where commoity 
financed could not-reasonably 
procured in 13.S.) 

S. 	 FAA Sec. 603. Is the shippifg 
excluded from compliance with 
requirement in section 901(b) 
of the Merchant -Marine Act of 
1936, as amended, that at
 
least 50 per centum of the 
gross tonnage of commodities 

YES. 

The'grant-auhorizes procor=,r :ftai 
tle'U.S. only, except as A.I.D. way 
othezwise agree.
 

dges 	n ds-ate .a-ainst 

U.S. arine insurance c anies. 

M Such rocuremet is cnntmn lated. 

It iA not SO excluisd. 



(computed separately 
for dry
 

X.5. bulk carriers, dry cargo
 
liners, and tankers) financed 

shall be transported on 

privately owned 
V.S.-flag
 

commercial vessels to the
 

extent that such vessels are
 

and
available at fair 


reasonable rates?
 

FAA Sec. 621. *-zf technical
 

is financed, to the
 
6. 


as istance 
fullest extent practicable. 
will such pssistance, goods
 

ana professional and other 


services be furnished tram
 

private enterprise on a
 
if the
contract basis? 


facilities of other 7ederal
 

agencies villbe utilized, 
are
 

they particularly suitable, 

not competitive with private 

enterprise, and iade available 

without undue interference 
with domestic programs? 

7. international Air 
Transport.
 
PracticesFair cometitive 

Act,_194. 11 air 
jransportation of persons or­

property is financed on grant 

basis, wi3l provision be made 
,-that u.s. carriers will be 
.utilizedto the extent such 
service is available? 

8. 	 Continuin 2Resolution Sec. 

the 1.S, Government505. it 
3sa party to 	a contract for 

does the contrac.
procurement, 
contain a provision 


authorizing termination of
 
such contract for the 

the United-convenience of 
states?
 

B. 	 Construction
 

-~. FAA Sec. 601(d). if capital

(e.g., 	 construction) project, 

are engineering and 

professional services of U.S.
 
firms 	and their affiliates to
 
be used to the maximum extent
 
consistent with the national
 
interests?
 

YES.
 

YES.
 

YES.
 

YES.
 

YES.
 



if contracts
 
Tao -oonsructionare to be
 
financed, will they be let on 

a competitive basis to maximum
 
extent practicable?
 

L. 2. FmA Se=. 613 Ic). 


3. 	 FAA Sec. 62D(k). zf for 
construction of productive 

enterprise, will aggregate 
value of assistance to be
 
furnished by the U.S. not
 
exceed $100 million?
 

Other"RestrictionS­

•1. FAA Sec. 122(b). 2f 
development loan, is interest 
rate at least 2% per annum
 
during grace period and at 


least 3% per annum thereafter?
 

2. 	 .FAA Sec...301(a3, .-If tuna is 
established solely by U.S. 
contributions and administered
 
by an international 

organization, does Comptroller
 

General have audit rights?
 

3. 	 IAA Sec. 620(h). Do
 
arrangements exist to insure
 
that -United -States-fore-gn -aid 
-isnot used in a manner which. 
contrary -to -he best interests 
of -the--United States, pronotes 
or assists the foreign-aid 
projects or activities of the 
Communist-bloc. countries? 

YES.
 

N.A.
 

N.A.
 

N.A.
 

YES.
 



5. J. Continuino IResolution Sec.
 
510. Will as"istance be
 
provied for the purpose of
 
aiding the efforts of the
 
9overnment of such country to
 
repress the legitimate rights
 
of the population of such
 
country contrary to the
 
Universal Declaration of Buman
 
Rights?
 

k. Continuing Resolution Sec.
 
516. To be used for publicity 
or propaganda purposes within 
U.S. not authoiized by
 
Congress?
 



ANNEX C 

DRAT AUTHORIZATIONS 

Draft authorization for the DSS Program will be cabled. 

Anmended authorizations for existing decentralization activities will be 
cabled or pouched. 



'THE LOCAL GODVMV SYSZM D! FI' 

"The structure of Egyptian Government over most-of its history has 

included a strong element of centralized decision-making. The earliest
 

rationale for centralized strucutre derived, no doubt, from ancient 

imperatives for the control and use of the Nile as a source of
 

irrigation. In addition, the compact pattern of settlement that closely
 

follows the Nile Valley poses no great problem of control to the many 

central authorities which have since been powerful enough to impose
 

themselves. Thus, the movement to a more decentralized system is
 

confronting a strong tide of centralism deeply ingrained in the people 

and institutions of Egypt.
 

NTE: This paper was prepared by Dr. Ali Fawzi Younis, 
Deputy Minister, Ministry of Local Governnient 
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"Starting from the beginning of the Twentieth Century, other forces 

.became dominant and the beginnings of a gradual shift to a more 

decentralized system came to be seen. Even before the revolution of 

1952, Egypt practiced certain experiments in local administration, yet 

they were limited to a very few geographic areas, as well as to only 

certain secondary services.. In fact, the granting of some form of local 

status to provinces, towns, and villages was not made statutory until 

1923 when the country *gained its independence frod foreign occupation and 

a constitution was issued. That constitution acknowledged the provinces, 

towns and villages as the ingredients of the local government system in 

Egypt, and vested themwith corporate status. It also laid down the 

guidelines by which their structures, responsibilities, finances, and 

inter-relations with central authorities were later defined. However, 

the power vested in such administrative units was mainly, consultative, 

and they were dominated by the central government. 

"After 1952, the new regime realized that the huge reforms to be 

carried out in different fields of Egyptian life were beyond the capacity 

of the central government, and thus decentralization came to be regarded 

as one of the more rational courses of action' available. Consequently, 

in 1960, the country witnessed the creation of the first comprehensive 

system of local administration through a law (No. 124/1960) promulgated 

in that year.
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"Law 124 of 1960 

Lw 224 of 1960 created a network of local corncils all over the 

country, councils whose majorities were comprised of elected members and 

which were complemented by a few appointed members and some ex-officio 

representatives of competent authorities. At the same time, it was 

realized that the incorporated system could only be regarded as one step 

towards the implementation of a true system of local government. 

•"This law tried to lay the foundations of a more effective system of 

administration by dividing the country into 26 goverorates, 134 cities 

and towns, and 4,222 vi2-l:*es. Units of local administration were 

represented by councils at three levels: the governorate, the town, and 

the village.. The following table illustrates the formation of these 

councils, as stipulated by Law 124/1960: 

Table 1 

Law 124 of 1960 

Level of Members Chairman of the Council 
Council Elected Appointed Ex-Officio Appointment Period Remarks 

Gover- 4 - 6 for Up to 10 9 Presided by 
norate every the Governor 

district 

Town. 20 Up to 5 6 By the 
President 

Village 12 6 By the 1 large 
Minister of village or a 
Local Admin. few small 

villages 
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"It was ouite evident that Law 124/lq5O took into consideration the 

fact that eight years of revolutionary rule had offered an acceptable 

basis for the introduction of a system that partly, but not completely,
 

resided on the election of local councils at various levels. Several 

other characteristics of the system, however, showed that the law wai 

merely instituting a partial .administrative reform, rather than a full 

application of the principle of local government. The most basic of 

these characteristics was that-the governor was appointed by the 

President to head the executive mechanism within the governorate, as well
 

as the partly-elected local council.
 

"The law of 1960 did, however, law important groundwork by officially
 

delegating several administrative functions to local units. These
 

included some responsibili 'y for predominantly local -functions in:
 

* 	Education 
 * 	Labor
 
* 	 Public health * Agriculture 
* 	 Public utilities and * Food supply 

housing
* 	 Social activities " Communications 
* Cooperatives * Economic develonnRnt 
*Certain police services 

It also did not neglect to offer some basis for generating a local
 

financial base by providing two major sources of revenue to the local
 

village units:
 

* Tax-based resources which consisted of charges that 
local authorities were empowered to impose on
 
citizens within the area of their jurisdiction.
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Examples of such charges were the Land Tax, the
 
Building Tax, Common Fund Duties, Licensing Fees, and
 
the Special Assessment (appreciation) Duty; and
 
Nontax-based resources, which comprised grants from
 

the Treasury, revenues from the rent or sale of State 
property, the net income of State markets in the
 
region, revenues from local public enterprises,
 
loans, and voluntary donations.
 

"Law 57 of 1971
 

"In-May 1971, the late President Sadat declared that a main objective
 

of the May Revolution under his leadership was to establish a modern
 

state that comprised a number of local, public institutions. People were
 

to be given a greater role in rumning their local affairs through the 

election of local councils at different levels. Consequently, Law No. 57 

of 1971 fbr local government was promulgated to provide the establishment 

of two councils at the governorate level: the Peoples's Council and the
 

Executive Council.
 

"The People's Council was vested with limited power to suggest 

policies, manage public services of a local character, and to practice a 

form of supervision and follow-up. This new experience proved to be 

quite promising, in spite of the several problems it faced, especially in 

that it gave local communities a right to make decisions in a wide
 

variety of local matters, thus relieving the central government and
 

ministries of some of their administrative burden.
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"Law 	52 of 1975
 

"Later, and in the light of problems found in implementing Law 57 of 

to the effect of vesting a greater
1971, Law 52 was promulgated in 1975 

amount of autonomy in local councils, and of delegating wider authorities 

law tried to avoid several deficiencies of theto governors. The new 

previous two laws, and as such constituted another step on the 
way to a
 

It

fuller application of representative and autonomous local government. 


is worthy to mention some of the new applications provided for by that
 

Law:
 

At every level there would be one elected council.
 

These councils elected their chairmen and vice chairmen.
 

* 	 Execbtive committees were organized at the same levels.
 

These committees were to help in setting up
 

administrative and financial plans for the
 

implementation of resolutions and decisions made by the
 

elected council.
 

Wider and more secure financial resources were provided 
as a means of stimulating the local councils toward 

fulfilling their responsibilities. 

The law provided for several guarantees in securing full
* 
independence and freedom of action for local councils.
 

For example, a council could not be dissolved except by
 

a Prime Minister's decree, and then only with the
 

approval of the Ministerial Committee for Local
 
Government.
 

"Law 	43 of 1979 

"Experience with Law 52 only tended to show that the system of local 

further refinements if it were togovernment in Egypt still needed 


satisfy the changing social, economic, and political.-needs of the
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comunity. - Thus, several studies were underteken with the aim of 

fostering measures that would help in making the country's system of 

local autonomy more realistic and capable. Those studies lasted for 

several years until hen they culminated Law No. 43 for 1979,w1979, in 

which was intended to reorganize the system within a pattern of 

democratic practice and. effective local autonomy. 

"The rationale behind the new law was largely affected by the fact
 

that the "Peace Era" necessitated a vastly different set of policies and 

strategies that could provide for extensive reconstruction and 

development of Egypt after the wars. In the light of the evidence
 

presented by past experience with local government laws, there was
 

complete conviction that a proper system of local government could serve 

not only as a main channel for setting up solid democracy in the country, 

but also as a vital support to the attainment of amibtious rates of 

such 	a system, once implemented in adevelopment and progress. Mbreover, 

proper may, would play a major role in adapting the ways of life and 

movements in local communities to the patterns brought along by social, 

economic and technological changes of the recent past. The structure 

developed by Law 43 provided for the following significant goals: 

* 	 Developing'and supporting the authority of-the units and 
councils of local government to the point of giving them 
full 	autonomy in local matters, and enough inherent
 
strength to deal with central authorities in a valid
 
partnership.
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Providing key functions and statutory authority to local 
executive councils in their capacity as the technical 
"tool" necessary for the imnlementation of local plans 
and programs. 

Consolidating the authority and competence of the
 
governors in order to provide them with a greater sense 
of responsibilitY, and a stimulus for a greater capacity
 
to face problems more effectively and in a more dynamic

'way. 

* 	 Drawing clear borders to the fields of responsibility of 

the competent authorities at 1ioth local and central 
,evels. The new structure also covered the 
interrelationshiDs 'between local authorities arid regional 
authorities; and 

Establishing a new "tool" for coordination, supervision,
 
-control and follow up: the Governors' Council, which
 
functions under the presidency of the Prime Minister.
 

"Thus, the present pattern of the system of local government under 

Law 43/1979 comprises a-series of elected councils at the different
 

levels within the 26 governorates which represent the administrative
 

divisions of the country. The basic characteristics of the system are:
 

Every governorate is represented by an elected council
 
made up of an equal number of members from each­
administrative district or division within the
 
governorate. In addition, seats are reserved for women
 
representatives in order to secure a role for Egyptian
 
women in building up the new community. 

* 	 Administrative divisions, districts, or markaz within 

each governorate also have elected councils, again with
 
seats specified for a women's representative.
 

* Village units also elect a council, with representatives 
drawn from the several satellite and central villages
 
that 	form a village council unit.. There arc 808 village 
councils in Egypt today.
 

Towns and cities elect councils comprised of members 

drawn from the town divisions and suburbs. Their number 
amounts to 342 councils. 
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"As previously mentioned, the whole structure is administered by the
 

Governors' Council under the Chairmanship of the Prime Minister. The 

Council is served by a secretariat under a Minister of State for Local
 

Government. The Council meets every month and aims at:
 

* 	 Sustaining a viable, system of local democracy; 

* 	 Supporting the provincial strategy and planning framework
 
within which development and services will voerate;
 

Stimulating the full participation of the people in the
 
effective implementation of plans and programs, as well
 
as in their supervision; and
 

* 	 Guaranteeing a higher level of efficiency to local 
authorities at different levels through offering them a 
better and more effective chance to command the resources 
and manpower within their areas. 

"In June 1981 the Law of Local Government No. 50 of 1981 was
 

promulgated to backstop and reinforce decentralization. This
 

reinforcement has taken several paths, among which the following seem
 

very significant:
 

"(a) The establishment of the Supreme Council for Local Government to
 

be membered by the chairman of the Governorates' Local Popular Councils
 

and the Governors. This replaced the Council of Governors, and it is
 

entrusted with the function of setting the strategy for developing the
 

Local Government System. It is also headed by the Prime Minister.
 

"(b) Assuming public accountability of the local bureaucracy to thf
 

local popular councils at all levels, through the additional device of
 

interpolation;
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"(c) Expanding the magnitude of citizens' participation in local 

policy formulation, designing implementation schemes and evaluating 

performance through an increase in the number of councillors at all 

levels of local government and administration.
 

"(d) Activating the regional development and management function
 

through building up the capacity of the 8 regional economic development
 

areas to inventory the r.esources of each iegion and to help rationalize
 

resource management at the regional level as well as in the Governorates
 

composing the region; and to coordinate among local, regional and
 

national development plans.
 

"(e) Increasing the ceiling of indebtedness of a local unit from 20%
 

to 40% of its current resources, therefore leveling.up its ability to
 

borrow funds required for spending on capital investment projects.
 

"(f) Continuing the functions of local development management related
 

to low-income housing, food security, land reclamation, family planning
 

and illiteracy combat, that were assigned to the Local Councils by the
 

previous Law of Local Government No. 43 of 1979."
 

http:leveling.up
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EGYPT' S SYSTEM OF LOCAL GOVERNMENT1/ 

The A*rab "Republic -of Egypt is divided into twenty-six
.goverorates, twenty-one in the Wile Valley and five in 
the desert areas. Each governorate is further divided into
 
districts (markaz). 
There are a total of 150 districts.
 
Each district usually consists of one major town and several
 
( four to eight) Village Council Areas. There are a total of
 
810 Village Council Areas. Each Village Council Area has a
 
main village and several smaller satellite villages. A
 
typical district will have a population of between 150,000
 
and 200,000 people.
 

The term Local Government Laws refers-to Public Law 52,

enacted in 1975 
 revised and replaced by .the pr~mulgation of

Law 43 of 1979.1/ The Local Government Law sets forth the 
governmental structure at three levels of the local govern­
.mental.'hierarchv---the Village"Council Area, the District 
and the Governorate. The pattern at each level is similar ­
an appointed Executive Officer (Governor, District Chairman
 
or Chairman of the Village Unit), an Executive Council com­
posed of ex officio advisors consisting of the ranking mem­
ber of each line Ministry at that level (e.g. Health, Educa­
tion or Public Works), a Popular Council consisting of rep­
resentatives elected by the residents of the area, and in
the case of the Governorate and District level, an administra­
tive staff.
 

Each "Village Council Area" elects its own "Village Popular

Council" which must have at least seventeen members, one of
whom must be a woman..!/ Four representatives must come from 
the main village and each- satellite village must have a
 
zepresentative. Each Village Popular Council elects a Coun­
cil Chairman.
 

i_/
 
In preparing this Annex, the Project Committee drew heavily
on the work of Dr. James B. Mayfield - Local Government in 
Egypt: Some New Change Strategies and Training Opportunities

1976. This material has been .updated to reflect changes
which have occurred since then and the Comuittee has added
comments basea upon its own experience. However, what 
clarity of "descriptionof the system exists in this Annex
 
is due to Mr. Mayfield's lucid explanations.
2/ 
These laws are 
also referred to as Decentralization Laws.
._/
 
The fact 'that Local Popular Council members in Egypt were,

.for the most par6, men (in fact, out of some 19,896 council 
members elected in November, 1975 only 39 were women)

probably led to this apparently sexist language.
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Theoretically, the Popular Councils at each level (Village,
District and Governorate) can play an important role in
developing a deep sense of legitimacy and commitment among-the citizenry-for a functioning local government system.
They can provide a sense of participation for the inhabitants
of a governorate, a district, or a rural community. ThePopular Councils provide an institutional structure by whichlocal requests, complaints, and proposals can be channeledto higher governmental authorities. The truly effective
Popular Council could develop a series of projects or pro­grams of such obvious local value as to be a strong induce­
ment to the local citizenry to contribute a significant

portion of the financing.
 

Yet for a Popular Council to function in this manner, there"must be a literate cti'Zenry, a, group of. experienced and
capable leaders who understand the strengths and weaknesses
of a local government system, who appreciate the need for
-the local community to .shoulder -a .larger-portion of -the costs,
and who are willing to participate with the central govern­
ment in reforming and developing the social, economic, and-political conditions in the rural areas. Unfortunately,many of'these factors do not yet exist in rural Egypt. 

The appointed executive administrative officer with power andauthority over the financial and administrative activities
of all local government organizations functioning in each
Village Council Area is usually a career civil servant.
 

The official title of this local government leader is*Chairman of the Vill age Unitu (rais wahdat qarya). The

chairman is head of the Executive Council whose other mem­bers are the chief administrative officials working in the
Village Council Area (doctor, social worker, school princi­
pal, agricultural engineer, police officer, and building

engineer) and the village secretary.
 

(The Chairman of the Village Unit mcust be distinguished from
,the Chairman of the Village Local Popular Council who iselected by the Popular Council members. So too must local
Popular Councils be distinguished from local Executive
Councils.) Thus, the Chairmen of the Village Units are
executive officers selected by the central government and
responsible for the implementation of all government programs
and policies within their area of jurisdiction. The local
Executive Council or committee is the chairman's staff. 

The Chairman of the village level Local Popular Council, onthe other hand, is the officer who presides over the villageLocal Popular Council meetings which are usually held once 
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or twice each month. Given the central government's pre­
.disposition to control and direct most activities in the 
..Village Council .Areas .primarily through financial and 
budgetaxy regulations, the government appointed Chairman o± 
the Village Unit has many more auministrative and budgetary 
powers and authorities at his disposal than does the elected 
Chairman of .the Village Council. 

ORGANIZATIONAL CHA OF THE VILLAGE UNIT 

Village Unit 

Village Local Ppular 'Council 'Chairman .of the Village

Chaiman Unit
 

Village Local Popular COunci' Execur-Eve -omm1tee 
W+ mei'bers) (8 members) 

Impressions of James Mayfield, in 1976, of Chairmen of the 
Village Unit based upon one district: are revealing. "Chair­
men of the Village Unit tend to be mature administrators,
usually with a college education and generally with over 
ten years experience in villages. All of them had had more 
than five years experience as Village Council Chairmen before 
the establishment of the new Public Law 52 in 1975. There 
is no consistent pattern which characterizes their place of
residency, although a slight majority of those interviewed 
did live in a nearby -town ,k&ther than right in the village
itself. Most of these -chairmen have a good sense of their
responsibilities in the village, although many of them 
admitted that additional training in planning, budget prep­
aration, and management (supervios-y skills) would be help­
ful. only one of .the seven chairmen in Qawisna was an
active member' of ASU (Egypt's (then] single party (now
disbanded]), and all tended to consider themselves profession­
al local government employees." 

The next higher level of government is the District of Markaz. 
These encompass from four to eight-Village Council Areas. 
There is an appointed District Chairman who is the head of 
the capital town of the district and who has the powers of
under-secretary of the head of a government agency in respect
to the financial and administrative affairs of the district. 
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Like his counterpart at the village level, he heads an 
Executive Council composed of Dizectors of Service Depart­
ments and executive heads of towns and Chairmen of t-he 
'Village Units within the -district. 

This Council acts as the Chairman's staff.
 

The District, too, has a Popular Council (DPC) of elected
 
officials, eight from the district capital and four from 
each Village Council Area within the district, plus one 
woman. The District Popular Council elects its own chair­
man and vice-chairman, one who must be a farmer or a 
laborer. 

The next highest. level of government is the Governorate. 
'The Governor, appointed by the .President. and .having the 
rank of a Minister, is the chief executive officer of the
 
Governorate. The Gove-nor's most, senior assistant is the 
-Secretary -General ..of -the -overnorate. .This is -almost always 
a civil servant position and lends continuity and profession 
alism to the administration of the Governorate. The Governo 
has a full professional staff which runs the administrative
 
matters of the area. The Governorate's Executive Council is
 
composed of the Governor, his assistant, district and city 
head and chairmen of specified public agencies working in
 
the Governorate. 

There is also an elected local Popular Council at the gover­
norate level. It is composed of four members from each dis­
trict or administrative section of a city, and a woman. Thi! 
local Popular Council appoints a chairman and two deputies,
 
one of whom must be a farmer or laborer.
 

It can be seen that the parallel system of popular elected
 
official and professional appointed officials runs from the 
village to the governorate .evel in an attempt to balance 
popular democracy and administrative competence.
 

A look at the budgetary and financial system in Egyptian 
local government will enable a better understanding of the 
local village goverzment.s relations to the district govern­
ment and to the governorates. 

Budgetary Process in Egyptl/ 

An analysis of the Egyptian budgetary process requires an
 
awareness of the following four things:
 

1_/ 
See -Mayfield. Local Government in Egypt: Some New Change 
Strategies and Training Opportunities, 1976.
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1. The Egyptian government appears committed to the
 
establishment of a decentralized system inspite of the fact
 
that Egypt's administrative system has histcically been
 

-very ..central-ized. 

'2. The new Local Government Laws imply that such a 
decentralized system is established, when in fact it appears

that such local autonomy is still in the future. 

3. Most knowledgeable observers recognize that Egypt
is in a transitional period in which the central government

still plays the dominant role in all fiscal and budgetary
 
matters. Yet there is sufficient evidence to suggest that
 
procedures are .being activated in the local areas which- at 
leas-: have the potential for establishing a more decentral­
.ized system of budgeting and finance. 

4. It is important to distinguish between what the law 
-sa, siand.what actice. . Ihilt..exstsin T"ns. .gap.between the 
two should not be described in purely cynical terms, for the 
government appears committed to the gradual establishment of 
a truly local government system in which local councils will 
have access to their own separate revenues and resources. 

Some previous provisi ns of the Local Government Law imply a 
decentralized system and orders clearly define a still cen­
tralized system. Under the law, all Popular Councils at .the 
governorate, .district, town and village level are directly

elected, and as supposedly representative councils they are 
given responsibility for the preparation and development of 
their respective draft budgets. 

Thus in theory, each Popular Council is supposed to develop 
a draft budget outlining the four major categories of: 
(1) Wages, Salaries, Bonuses and Overtime; (2) Current Ex­
penses; (3) .Investments; and 44) Capital Transfer.a The law
implies that the decisions concerning budgetary amounts can 
be decided independently by each council. The -reality is 
different. Although the Popular Council does give great
input into the budgets that are eventually sent forward to 
the next level of administration, most of the inputs from 
the Local Popular Councils which go beyond the rough guide­
lines provided by the ministerial representatives in the
 
governorates are quietly deleted at the central government
level. 

The budgetary process in Egypt functions basically as follows2
 
.first in early spring, .the various ministries develop rough
estimates of what they expect their budgets will be in the
 
coming year.. These estimates are gradually filtered down
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through the hierarchies of each ministry - first to the 
governorate level, then to the district and town, and finally
 
to the village levels.
 

At the same time, the Ministry of Finance distributes a 
manshur (book of instructions and guidelines) to each gover­
norate. The manshur specifically outlines the technical 
steps required for the preparation of the budget for each 
governmental level. Since the elected councils themselves 
rarely have the competence to prepare these budgets, the 
executive committee of each village (which includes the
 
respective ministerial representatives, who have already
 
received guidelines as to the budget they can expect, plus
 
the heads of the councils' committees in health, education,
 
social services, agriculture, housing, etc.) under the
 
direction of the Chaix-iann of the Village will -prepare the 
draft budget which is then submitted to the representative

council for its approval. 

There are four main budgetary entries, each called Baabs 
(or chapters). Baab - is -for salaries, Baab II for current 
expenditures and transfers, Baab III for investment and 
Baab -V transfers. Usually only Baabs I and II expenses 
are actually forecast at the village level. Investments 
desired are listed without financial data - the financial 
data is supplied later at the district or governorate level. 
Baabs £I and IV funds are controlled and allocated at the 
central government level. 

After some discussion, first in each committee and then in 
the council as a whole, the draft budget will be approved.
it is not uncommon for these village representative councils 
to insist on budget requaests which go far beyond the guide­
lines announced by the ministries. One official in the 
budget department of the Ministry of Local Administration 
admitted that these popular-ly elected councils often increase 
the size of the draft budget presented to them by the execu­
tive committee five to ten fold. Thus, one of the major 
problems in the budgetary process is the tendency for Village 
Popular Council members to have an unrealistic view as to 
what the government can or should do for them. According to 
regulations from the Ministry of Finance, the draft budgets 
must be submitted in the form approved even though they are 
far beyond the guidelines established by the ministries. 

After all local draft budgets have been approved, they are 
sent to the Department of .inance at the governorate level. 
'"his depart-ment is separate from the Governor and is directly 
under the control of the Ministry of Finance. The Department 
of Finance puts all the drafts in proper form and incorporates 
them into one budget called "the General Draft Budget of the 
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Governorate" which is first submitted to the executive 
committee at the governorate level. Although the law states
that no amendments are possible at the level, it-appears from

-various -sources .in 'different .ministries that. the .executive 
committee, in which the Governor can play an important role,
has been known to make changes. The Governor submits thedraft budget to the governorate council for its discussion 
and approval. Tbis body, too, has been criticized for adding
requests which are unrealistic and eventually have to be cut 
at the ministerial level. Once the governorate council has

approved the draft budget, .ach section is sent to its res­
pective minister. 

At this point a series of negotiations will take place be­
tween the various ministries and the Ministry of Finance..
The"Minister of Finance will reduce the amounts requested
by the elected councils tz. a level consistent with" estimated 
revenues of the total'country. Zf serious conflicts emerge,
the .final level of .4ppeal is -the Prime Minister Jn most 
cases. 
Next the draft budget is submitted to the Ministerial
 
Committee for Planning thenand 'o the entire Cabinet for
 
final discussion and negotiations.
 

Although all 'the funds requested to be spent in the gover­
norate are contained in the budget forwarded from the gover­
norate not all the funds approved for activities in the
governorate go through the governorate. For example, if the
Ministry of Health built a hospital, funds for running the
hospital would appear in the govrnorate budget. Assuming
the approval of the line item those funds would not flow 
through the governorate but through the centralized Ministry
of Health. 

The draft budget is next presented to the National Assembly
for approval. When it is approved, it becomes the budget.
The Ministry -of-Finance at -this point communicates the finalbudget items"to the Governorate Department of Finance. Based 
upon the recommendation of this body, the governorate council 
announces the distribution of funds for its villages and 
towns. it -is then the responsibility of the Governor to
inform -the local councils of the actual funds available in 
each budget category.
 

Development of Local Government In Egypt 

According to James B. MayfieldV/ Egypt has ]assed through 
three stages in its development over the last three. decades.. 

James B. Mayfield. Local Government in Egypt: Some NewStrategies and Training Opportunities, 1976..pp.32-33. 

IM 
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"Stage 1: The umdah system - highly centralized, generally
 

very authoritariTnin which the one main representative of 
the central government, the village Umdah or mayor, ruled the
 

0communi-ty in .a-strong, highly centraIzed .way.. The major 
focus was on security and control and most of the few func­
tions of the various ministries were channeled through this
 
office.
 

"Stage 2: The Unified Council system - based upon the need
 
to establish a village or town council which, because of its
 
lack of experience, required fairly close supervision from
 
the central government. The second stage included a local
 
council made up of elected members (selected from the ASU
 
committee), a few selected members, and the ministerial rep­
resentative in the local area (doctor, social worker, teach­
-er, security and housin'g offici.als).. Bringing together thfe 
political representatives of the ASU, some traditional rep­
resentatives, and some representatives from the various minis
 
tries, this unified co=uncil tended to -ocus on political
 
awareness through an active single-party system and close
 
interaction and supervision of political elements by the
 
more knowledgeable representatives of the ministries pro­
viding services in the local areas.
 

"Stage 3: The 'Two-Branch Local Government' system - estab­
lished under Public Law 52 of 1975 and modified by Public
 
Law 43 of 1979. This new system envisions the creation of
 
two interacting and hopefully coordinating, institutions of
 
local government: first an elected council of local rep­
resentatives freely chosen by their constituents, and second
 
an executive committee representing the various ministries 
providing services in the local area. The focus of this
 
latest system is the need for the council to represent the
 
people, to identify their needs, to consider alternative plan.
 
and programs, to develop a draft budget which represents the
 
real needs of the people, and-finally to conduct on-going 
monitoring and evaluations of the.-services and -programs 
which the central government is providing. Also, this new 
law envisions a strong executive branch called an executive 
committee which will seek to coordinate and implement the 
plans and programs developed by the councils in conjunction
with the central ministries. in this third stage, central 
control will remain dominant as the vast majority of laws and 
budgetary revenues will still come from the central govern­
ment.
 

"Stage 4: 'The Local Self Government' system which is ex­
pected to emerge in Egypt in the future and is the goal to
 
which the efforts under this -project are directed. The
 

'p 
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local (popular) councils will, because of the experiencegained in Stage 3, begin to assume greater responsibility forboth legislative and executive functions. 
Adequate revenues
-will-be .. iade .available -ito..ensure .that .over -50 percent of thebudget will come from local sources. The wages, current 
expenses, and capital expenditures will become more and more.independent from central control 'and the executive committee
,will gradually divest itself of many of its functions -and
activities, assigning them councilto the itself.* 

One clear indication of Egypt's committment to local autonomyand the ,eventual development of decentralized governmentinstitutions will be the degree to which local councils inthe present local administration are or can be financiallyindependent of central government resources. 

The total .Egyptian government budget in .1976 was roughly sixbillion_Egyptian pounds (approximately $9 billion). The chief~oirces of revenue .are ,thr .incometax, .corporatio -ax, salestax, import-export tax, land tax, loans, etc. Out of thissix billion pound budget, -only 390 million is allocated for*local administration, roughly 6.5 percent of the total budget.Of great significance is the fact that local administrationcouncils have access to financial resources which total ap­proximately 90 million Egyptian pounds which is collected atthe local level. Thus, only 23 percent of the local adminis­tration budget is covered by revenues designated by law tobe local government revenues. other 77The percent of thelocal administration budget is allocated in the form of
grants-in-aid 
 from the central government. It is for thisreason that Egypt at the present time must be classified asa local administration system rather than a local government
system. 

A brief description of the revenues available to the local
councils in EgMpt gives some 'indication as to the &xtentto

which these counci~ls may,4or my -not :eventually become finan­
cially independent. 

t 
Governorate Financial Resources
 

Joint Revenues 

Under Public Law 124, the first law of local administration
passed in 1961, all governorates were allowed a share of a
special add-on tax placed on all import and export taxus.
Under the Local Government Laws, all governorates were given
additional sources of revenues in the form of an add-on taxfor -"movableproperties" (stocks, bonds, shares, etc.) and•from all industrial and commercial profits tax. 



Page 10 

The percentage of these taxes that go to the local administra­
tion system is fixed by law. The fixed rate for the import­
export add-on tax is 3 percent, for movable property, 5 per­
cent, and for .industrial..and commercial profits between 10 
and 15 percent. The amount collected from these add-on taxes
 
was roughly 20 million Egyptian pounds during the 1975-76 
fiscal period. Half of the 20 million went into the budgets 
of the governorates where the import-export, movable property, 
indrustrial and cormercial taxes were collected. Therefore, 
some 30 percent of these monies go to Cairo, Alexandria, Port
 
Said, Suez and Aswan governorates. The other half of the 20
 
million Egyptian pounds went directly into the Ministry of
 
Local Administration. Although the Ministry of Local Adminis­
tration would like to use this 10 million pounds for special
 
development projectn across all the governorates, the present 
arrangement with the-Ministry of Finance is to allow one 
million pounds to be used for special developmental projects, 
while the other nine million goes into the Ministry of Local 
Governments..hudget under the cateqgory of the "Share of the 
Joint Revenues". 

Each year the Ministry of Local Administration receives a 
letter from the Ministry of Finance, reminding the Ministry 
of Local Administration of the agreement by which only one 
million of these joint revenues can be used for special de­
velopment projects. Efforts in recent years have been made 
by which a larger share of these joit revenues could be 
delivered to special development projects. Tte Ministry of
 
Finance within the past year has agreed to increase these
 
special projects funds up to four million pounds on the con­
dition that the Ministry of Planning gives prior approval 
for these projects. Thus it appears that the Ministry of 
Finance has traditionally discouraged the creation of any 
financial budgetary system at the local level that would be 
independent of the central government's overall plans. Some 
sources in the Ministry of Local Administration have indicated 
that the passage of Public Law 52 reflects the commitment of 
the highest levels of government to establish eventually a 
more autonomous and independent local government system. 

As these special project monies become available, governorates
 
are encouraged by the Ministry of Local Government to submit 
their proposals for local development projects. The guide­
lines, so far announced, suggest that the project proposals 
should be between 20,000 and 60,000 Egyptian pounds--depend­
ing upon the size and importance of the governorate.
 

Other revenues available to the governorates include;
 

1. One quarter of the land tax and one quarter of the
 
add-on land tax which by law is fixed at 15 percent of the
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original land tax. at present the total land tax and add-on 
tax is roughly 24 million Egyptian pounds. One quarter of
 

.. that ±.ax goes to .the governorate level and the other three 
quarters goes to the towns and villages. 

2.. All taxes collected on motor cars, motorbikes, carts
 
and bicycles.
 

3. Fifty percent of the sale price of all public buildings
sold. The other 50 percent goes to the town or village where 
the building is located. 

4. Receipts from allocation of the funds invested by the 
governorate and all the revenues from utilities controlled 
by the governorate,
 

5. Other taxes and duties imposed by the governorate. 

-6. 'Government -grants-in-aid, -a'lreaay -mentioned, -total 
presently 75 percent of all governorate revenues. The fact 
that three-fourths of the governorate's financial needs 
still come from the central government precludes any meaning­
ful system of autonomy or local initiative from being estab­
lished in the short run. 

Public Law 52 provided for a new source of revenues, I / unique
to the traditional system of Egyptian finance, which poten­
tially may become the basis for a traly independent local 
government system. By 'Article 37 the governorate council may
establish an account for local services and development".

This "special account" is completely separate from the cen­
tral budget and does not devolve to the public treasury
(central government) if it is not spent. Thus over the years
this fund could grow to be a significant part of the local 
council's budget revenues. The revenues which go into this
"special account" come -from :three sources.: 

1. Special local duties on various crops and food
 
stuffs produced in .the cooperatives. 

2. Projects which may come from the development pro­
jects financed by this "special fund".
 

3. Donations, contributions arid supports from local,

national and international sources.
 

Although the amount. of money available from the "special
account" is obviously a very small percentage of the local 
council's budget, this "special account" at least provides
 

Law 43 has not chFinged this provision. 

*I 
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the mechanism for the eventual development of some finan­cial autonomy for local councils in Egypt.
 
District (Markaz) 
 -Financial -Resources 
Of all the local government units, the district level hasthe least definitely defined set of revenue sources. 
it
is clearly the most dependent level of government in the
local administration system of Egypt. 
General sources of
revenue 
for the markaz include:
 

1. 
 Sources assigned by the governorate council.
 
2. 
 Receipts from investments of all utilities under
the direction of the district. 

3. Government grants-in-aid.
 

4.. -Loans =ontracted 'by the 'district counci1.
 
The district council is allowed to establish its "special
account" for development projects.
to the source of monies 

The law is not clear as
for this "special accountdistrict level. 	 dt theZf the district is to play a more signifi­cant role in local government administration, specific sources
of revenue will have to be identified for these districts.
 

Towns Financial Resources
 
General sources of revenue for town councils consist of:
 

1. 
 Taxes on buildings located within the jurisdic­
tion of the town.
 

2. 	 Seventy-five percent of the land tax and add-onland tax collected within its area .of jurisdiction.
3. 
 Sources of revenues assigned from the governorate


council to the town council.
 
4. 
 Duties imposed by the town council to include:
birth certificates, licenses for quarries, mines, fishing
rights, business licenses, animal registration, slaughter
house registration., public marker, water, electricity and
gas taxes, etc.
 
5. 
 Half of the sale price on all public buildings
sold within the town.
 

6. Government grants-in-aid.
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The Town Council is allowed to establish its "special account"
for development projects in the town. The law is not clear 
as to the source of monies for this "special account".
 

Village Financial Resources
 

General sources of revenue for Village-Councils are:
 

1. Seventy-five percent of the land tax and the add­
on land ta; for all lands within the jurisdiction of the
 
village council area. It should be noted that peasants who

have three feddan (feddan -. 1 acre) of land or less do not
 
pay land taxes. Since a significant portion of the peasants
 
own less than three feddan of land, this restriction greatly

reduces the tax base"or each village.
 

2. Taxes and duties of a local character imposed by
 
the village council.
 

3. Revenues from utilities managed by the village. 

4. Sources of revenue assigned to the village c=uncil
 
from the governorate council. 

5. Central government grants-in-aid. 

6. Loans contracted by the village council. 

The Local Government Law provides that a special account for 
local services and development is to be instituted in every

village. Whereas these "special accounts" are optional for 
governorate, district, and town councils, the Local Govern­
ment Law specifically requires that every village council
 
must have a "special account" for development projects. It 
is hoped that this "special account" will motivate village

councils to take a more active role in defining planning,
an'd establishing local village projects. It is anticipated

that providing these village councils with some independent
sources of revenue should increase the importance and acti­
vity of the village council members. 

The central government has not given local governments at 
any level sufficient financial freedom to make local govern­
ment a reality. One major reason is probably a dubiousness 
as :to whether local government can handle all. the respon­
sibilities. The other, probably overriding, reason is that 
to do so would reduce the budgets and therefore power, pres­
tige, and authority of the line ministries from whom funds 
would be transferred to increase the funds available to local
 
governmer ts. 
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Thiz special fund is avidence .ihat the FqypLian t overnment is 
committed to allowing the local councils p3ay the donin.nt 
role in the future for economic dovelcument an' incroased 
service programs in the local"areas. 

The government is using this mcchanism and AID resources to
 
provtde local -governora-teo-with funda -without "robiing" he
 
line Ministries.
 

Development Decentralization I project, authcrized ::o.ei.er 
1978, appropriates $11,200,000 of grantfunds and .'.25,000 
worth of Egyptian PounCs to strengthcrnin9 the local villa~os 
by creating a local development fund wnhich could bc borrowed 
by local villagc repres&nthtive council for vill .e c-:ned 
income producing project income from the project, .Unt, 
the village special devalop-ment account to be used -with for 
services or seed capital for othc:r village venturcr%. The 
project also included Ii training component so that Eq-:t 
could develop capacity to provide menJerz of th villacre 
popular council with the tips of training thoy wil- . 

Cognizant of the great demand far rural infrastructure and 
intent on reinforcing deccntralization as a nLructure for 
local develop-ent, the GOC and US.,UD .erta=b-i iihed a ?L 480­
Tit-le IIi project to undertake Basic Village Services. -t 
m-as agreed t!hat the suw, of $15 aillion an 2aywou be 
allocated over a period of iivi y'ears heji:,n~n: wit. 1979 
the funds to ba used for-rural infrastructure, or ..z; 
villave serviccs (BVS) prajocts chosen by v-illare counc-iz. 
The GOE appointed an intoraiency canrumittev ch:ir'd h.. OFUJV 
tc oversee the project nnd an co/rinr IC.L.mentthc firit 
•year's program was signed in March, .979. Three .ovar­
•norates were chosen for the firnt year and criteri4: agreed 
upon by the GOE and USAID (project must be public in o'wner­
ship and benefit all-or nearly all of the prcpco) . USAID 
provided technical assistance to th'e first three gjczernc-at.s 
and their village councils in selecting projects; the adviso. 
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Itil Asmon, also compiled data on needs and capacity in t
three gove-..atas. Village Councils in the three gover­.norates submitted zheir listsvices, the lists 
of needed basi C village se­were reviewed by the Gvernorate, modioiwhere necessary in terms of funds or eligibility criterla.and submitted to the Interagency Committee which again reviewed for -ligibility only. 
These first projects includ
village potable water Systems, rural unpaved roads (coh­st--uction and upgradincl), irrigation, canal cleaninc andmaintenance, vilage drainage and sanitation and other se­vice projects. The first alocation under the program wasent in Dece-ber, 1979, to the three selected gove.norata
Checks were i=nediately provided to the Village Counciis
for their approved projects. 
Work under the program has
*prccedede 
mors iapidly and efficiently than apyone had expected. 
Several projedts had been completed by April, la'
and it is expected that all projects under the first allo
tion will have been executed in less than one year.
"Governor ITas attxibuted tha speed 

One• f execution to the facthat the 7illages have been given, the funds to spend themselves which has caused them to feel more responsible for
the use of the money as well as 
free to choose the marner
which the projects should be carried out, i.e., Village
Councils with the monev in t-heir hands and under their co:
t-ol, have sought the way in which to make the money go a:
-fax and as effectively as possible. 
The projects have bet
operated in different ways depending on the local circum­stances; 
some have been implemented by the Councils them­selves and some have been contracted locally. 
In any evez
the success of the program has demonstrated that Village
Councils do have the capacity to carry out these types of
projects, admittedly with varying degrees of efficiency.
 
in the fall of 1979, the concept of the Title III project
was expanded through a proposal to use AID dollar -unds tc
supplement the Title II 
 funds and add a capacity" buildincfeature absent in the original Title III project. A projepaper describing that pa'Dject was submitted to A.I.D./W ir
Junc of this year to extend the BVS project to nine gover­
norates.
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NEAR EAST ADVISORY COMMITTEE MEETING
 

DATE: April 1, 1982 
TIME: 9:00 a.m. 

PLACE: Room 6439 NS 

SUBJECT: 	 Decentralization Sector Support PAAD and PP Amendments -

Basic Village Services, 233-0103; Decentralization Support
 
Fund, 263-0143 - ISSUES PAPER
 

The Near East Advisory Committee will meet as s heduled above to discuss
 

the subject projects and the attached Issues Parer.
 

Please refer all questions to the Chairperson.
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NE/PD, Mr. J. Habron, 4712 NS PPC/PDPR, Gary Hansen
 
GC/NE, Mr. J. Kessler, 2638 NS
 
NE/PD, Ms. G. Shivers, 4709A NS (1)
 
A/AID, Mr. M. P. McPherson (Deliver to G. Shivers) (1)
 
AAA/PPC/PDPR, Deliver to G. Shivers) (1)
 
PPC/PB, (Deliver to G. Shivers) (2)
 
NE/E, Mr. G. Gower, 5316 NS
 
PPC/WID, Ms. P. Goddard, 3245 NS
 
CM/ROD/NE, Ms. K. Cunningham, 731 PP, SA-14
 
AA/PRE, Mr. D. Levintow, 5883 NS
 
SER/COM/NE, Mr. R. Looper, 811D RPC, SA-18
 
AA/ST, Mr. C. Farrar, 4942 NS
 
AA/ST, Dr. N. C. Brady, 4942 NS
 
ST/DiU/DI, Mr. B. Ashton, 570 PP, SA-14 (4)
 
.T/TT_ M-; I- Moiannam. 419 SA-8 
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TO : Near East Advisory Committee DAT: March31, 1982 

THRU NE/TE H, Mr. Lewis P. Reade
 

FROM : NE/TECH/SARD, John Lewis, PRC Chairperson 

- Basic Village
SUBJECT: Decentralization Sector Support PAAD and PP Amendments 

Services, 263-0103; Decentralization Support Fund, 263-0143 - ISSUES PAPER
 

I. Decentralization Sector Support (DSS) PAAD:
 

Introduction: The PRC has deliberated over this Sector Support PAAD in
 
three separate meetings and continues to find it a compelling mode for
 
harnessing what has been, to date, a scattered, though considerable, GOE
 
impetus towards genuine decentralization. Particularly compelling is the
 
opportunity it provides for focusing, as funding transfer decisions are
 
made, GOE attention on Sector-wide strategy issues. The PAAD framework
 
should encourage the information systems of each of the six project acti­
vities to focus on these sectoral issues. This common focus should reduce
 
some of the redundancy between these information systems.
 

Issue - Policy Analysis: Should the GOE DSS steering committee have some
 
sort of charter or mandate that will make itworth its members' while to
 
place lrger Decentralization policy issues on the agenda? Without such a
 
mandate will the policy dialogue being sought with the PAAD have any impact?
 
Ifnot, can the information systems of the six component projects be expected
 
to be attentive to the information needs of this dialogue?
 

Recommendation: The DSS Steering Committee should provide clear guidance
 
as to its policy analysis information needs such that the monitoring and
 
evaluation systems of the component projects can provide data useful to
 
the resolution of sector-wide as well as project-specific issues.
 

II. Decentralization Support Fund (0143) First Amendment:
 

Introduction: The PRC felt that USAID responded (CAIRO 6485) to most of its
 
concerns (STATE 65041, para 3C) over the evaluation needs of this project,
 
and is convinced that their Technical Liaison Group (TLG) isgenerating
 
adequate monitoring and baseline data. It isto be hoped that this data
 
will be tied together into an evaluation before implementation becomes
 
another year old. Nevertheless, the PRC would have liked the PP Amendment
 
to have included: (1)a more elaborate justification for the new level of
 
assistance being requested (along the lines begun in CAIRO 6485, para 2A);
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and (2)TLG information on Governorate Operations and Maintenance budgets.
 
The PRC is not convinced that these Governorates are distinguishing between
 
the two of them in their budgetary planning. It is still wondering (as per
 
STATE 65041, para 3 B 2) about an 0 and M budgetary discrepancy in the
 
Amendment itself.
 

Issue - Maintenance: Since we are being asked to provide a second tranche 
of funds for the project before we have gained any experience with respect 
to maintenance of commodities purchased with the first tranche, what pro­
cedures or systems are in place, or can be set up, to detect and remedy 
problems in this area? 

Recc.nmendation: That technical assistance teams from other.Decentraliza­
tion projects working in the same Governorate be asked to provide manage­
ment guidance in this general problem area.
 

rIi. Basic Village Services (0103) First Amendment:
 

Introduction: The PRC refers the NEAC to USAID commentary (attached) on a
 
recent USDA evaluation of this project. Only a draft of the evaluation 
itself was available in time for the PRC meetings. As that document was 
only in draft form, the PRC was careful to interpret its findings in the 
light of earlier quarterly reports and evaluations. The USAID commentary, 
now available, should enable the NEAC to interpret the issues more effect­
ively than was possible at the time of the PRC meetings. To make room for
 
that commentary, as it were, the PRC has listed its issues below in the
 
broadest possible way. On the positive side, the PRC concurs with the
 
recent USDA draft evaluation that Basic Village Services (BVS), in spite of
 
the serious procurement, monitoring, and environmental problems listed below,
 
appears to be meetirg most of its complex decentralization objectives on
 
schedule. This fact does credit to all who have been involved with the
 
project.
 

The following issues are broad and contain implications for the expansion
 
of BVS from the present 9 governorates to 20 governorates in 1982.
 

Issue - Pipe: Widespread pipe shortages are seriously delaying the completion
 
of hundreds of potable water projects in at least six governorates. The
 
problem stems from the use of a single public sector firm (Segwart) for pro­
curement of virtually all domestic and imported asbestos cement pipe used in
 
BVS projects.
 

This potential problem was predicted in 1979 by a consultant (Itil Asmon)
 
who helped design the PP. The shortage quickly became a reality in Sharkia
 
in 1180, and was identified in the March 1981 evaluation of BVS (page 11).
 

Furthermore, the technical assistance contractor (Chemonics) saw the magni­
tude of the problem, and in August 1981 proposed a solution to USAID. In
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addition, USAID implementation reports (March 1, 1982) have recognized the
 
pipe shortage problem.
 

The recent USAID-USDA evaluation presented to USAID on March 4 revealed
 
that attempts by ORDEV and USAID to solve the shortage have not been
 
effective, and the problem has spread (inarea and magnitude) during the
 
last year.
 

Recommendation: AID/W should be informed of the solution of the pipe
 
shortage problem before any FY 82 funds are released for BVS water projects.
 
USAID should consider the direct importation of pipe as a short term solu­
tion.
 

Issue - Monitoring: The present project monitoring system does not appear
 
to be flagging implementation problems soon enough or effectively enough.
 
It depends largely on information sent to ORDEV by the various governorates.
 
The project data are then aggregated and sent to USAID quarterly (intheory).
 
The current system is not standardized and is incomplete; it does not permit
 
USAID to effectively monitor such developments as the pipe shortage. Nor
 
can USAID determine exactly when a given project is complete (e.g. the water
 
is running in a potable water project).
 

Recommendation: ORDEV/Cairo should develop a standardized format for report­
ing on project implementation (both financial and physical progress) at the
 

markaz and village local unit level. Chemonics staff should then be used,
 

together with ORDEV staff, to conduct mobile (on site) workshops illustratinc
 
the use of the standard reporting format.
 

Issue - Asbestos: The quality of asbestos cement pipe currently produced by
 
Segwart may pose a health hazard, given the mineral properties of most Egypt­
ian ground water.
 

Recommendation: USAID should have representative samples of the Segwart
 
pipe and Egyptian ground water tested by an independent source. If the
 
pipe is faulty, as reported by Chemonics, alternative types of pipe should
 

content in hundreds of small and wide-sprea,
be used. Control of the mineral 

village water systems is highly unlikely.
 

Attachments:
 

1) Cables: State 50137; Cairo 6485;
 
2) BVS Evaluation and Recommendations - USAID, March 1982
 

•(.i
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TAGS: 

SUBJECT: DECENTRALIZATION SECTOR SUPPORT - PRC :UERIES 


REF: STATE 50137 

1. FOR ORPS/LAO. 


TO RE- 

VIEW THE OSS PAAD AND THE BVS A40 3SF AMEIIDIENTS. THE !;EAC 

ISCURRENTLY SCHEOULED FOR THURSOAY, MACHCli. THIS CABLE 
LISTS SEVERAL QUESTIONS COIICERIIINGOSF nO THEPAAD ON 
WHICH ITYOULD BE HELPFUL TO 4AVE nRE IFORMATION BEFORE 
THESE DOCUMENTS ARE PRESENTE9 TO THE NEAC. SEPTEL ON 3VS 
MAYFOLLOW. 

2. THE DECENTRALIZATION PRC MET ON TUESDAY .CR!I!lr 


3. DECENTRALIZATION SU,?ORT FUiO DSFI -)
 

A. INTRODUCTION: !N GE!IE:L, THE 21C FELT THATTHE AMEND- 

MENTDID NOTPROVIDE SUFFICIENT IM;ORMATICH ONIIPLEIIENTA-


TION EXPERIEHCE TO DATE SUCH AS TO JUSTIFY THE REQUEST FOR 


ADDITIONAL FUNDS. SOIOINFCRI1ATICM IS PROVICEO ONpAGE 11, 


BUT EVEN THERE!OVERNCRATE ATE EQUATED uOVERNOR-
4EEDS Wl1;h 


ATE REQUESTS TO APPROVED BUDGET RATIOS. I THIS ENCUGH? 


B. MAINTEHAIICE: 


PRCJECT, MAINTENANCE1. AS WITH THE ORIGINAL ADEQUATE 

CONTINUES TOBE THE MAJOR CONCERN. THE ORIGINAL A REEMENT 


CONTAINED A COVENANT REQUIRING THEGOE TO BUDGET RESOURCES 


PURCHASZO THEFORTHE MAINTENANCE OF THE EQUIPMENT UNOER 

AGREEMENT SON-


TAIN A SIMILAR OVENAIIT.THE PP AMENDMENT STATES THAT THE 

GRANTANDTHE AMENlOENT TO THE5RA4T 4ILL 

GOE HAS "ALLOCATE; LE 75,O0 ?OUHO -0 -ACH IOVERNORATE" 


FORMAINTENANCE 'OSTS NO T4AT TUS TECHROICL LIAISON GROUP 


It.G)OEVISEG A REQUIIEM!ITS INAL1SES SYSTEI" ADR PROVI-


OED A CERTIFICATION THAT 'MA0ITENANCE CAPABiLITlES FOR 


GIVEN ITEMSQc SGI~I0!' t AgE 1:1;LICE SR !EllSGPREP,;EO.' 

IT WOULDRE HELPFUL TO AVE ^-;1E IDEAABOUTTE SIIALYCES 

CARRIED OUT BY THE TEC4HICAL !,AIS=; SRCUP0I VHICH THE 

CERTIFICATIONS 1EHE BA;ED ANDiF TOE DOUBLING OF 'ME 


AMOUNT OF EQUIPMENT PER iOVERIICRATE IS GOING TO OVEigURDEH 


STATE N5SI1 7561 939121 AIDI459 

EXISTING CAPACITY. 

2. WHAT ISTHE RELATIONSHIP BETWEEN MAINTENANCE AND
 
ON!ABLE11 ANDSTATEMENT THE SAME 

ON P. 137 DETAILS ONTHIS CALCULATION ANDITS BREAKDOWN 
BETWEEN AND BEHELPFUL. PRICE 

OPERATIONS BUDGET 	 ABOUT 

MAINTENANCEOPERATIONS WOULD 
ESCALATION FACTOR UNCLEAR PARA IE).ALSO (SEEREFTEL, 

RAITED WAS THAT THE GOVERNORATES MAY
3. A RELATED CONCERN 
COMETODEPEND 	 PROVIDEDON THE KINDS OFEQUIPMENT BYTHE 
PROJECT AND, AT THE END OF ITS NORMAL LIFE, MAY NOT HAVE
 
THE RESOURCES TO PURCHASE REPLACEMENTS. WE WOULD APPREE-

CIATE 	BEING ADVISED IF THE GOE HAS CONSIDERED AMORTIZING
 
THE EQUIPMENT OR IFTHISPOTENTIAL PROBLEM HAS BEEN AD-


DRESSED INSOME OTHER FASHION.
 

C. EVALUATION:
 

ITWAS NOTED THAT THE EVALUATION PLAN INTHE ORIGINAL PP
 
CALLED FOR THE ACCUMULATION OF BASELINE DATA BY JAN/FEB
 
191; 	REVIEW OF BUOGETARY OEVELOPMENTS BY JAN/FEB 1932;
 
AND REVIEW OF BUDGETARY DEVELOPMENTS, ENO USE OF SOME EQUIP
 
MENT 	INSELECTED GOVERNORATES BY.JAN/FEB 1583. THE PP
 
AMENDMENT DOES NOT !NOICATE IFTHE FIRST TWO ELEMENTS HAVE
 

BEEN ACCOMPLISHED AND, IFSO, THE RESULTS. THE PP AMEND-

MENT 	IMPLIES THE EVALUATION FOR THE OSF PROJECT ISTO BE
 

SUBSUMED INTHE OVERALL EVALUATION OF THE DECENTRALIZATION
 
SUPPORT SFCTOR SCHEME, AND YET THE EVALUATION ?LAN IN THE
 
OECENTRALIZAT'CN SUPPCRT.SECTOR SCHEME INDICATES THAT THE
 
EVALUATIONS CF THE DISCRETE PROJECT 4CTIVITIES WILL CON-

STITUTE IN PART THE EVALUATION FOR THE SECTUR. PLEASE 

CLARIFY. ALSO, THAT SUPPIRT GROUPWEASSUME THETECHNICAL 

WHILE WORKING WITH THE GOVERNORATES INDEVELOPING THE
 
SELECTION CRITERIA "REQUIREMENTS ANALYSES", ETC. AMASSED
 
CrNSIDERABLE ;NFORNATION WHICH WOULD BE USEFUL AT THIS
 

OIMT INTIME INMAKING A PRELIMINARY ASSESSMENT OF THE
 
GOVI.RNORATES' COMNITT'IENT TO THEPURPOSEANDGOALOF THE 

PRV..SCT AND THE PROBABLE EFFECT OF THE EQUIPMENT ON THE
 
OECENTRALIZATION PROCESS. WOULD APPRECIATE BEING ADVISED
 
IFMISSION HAS MAOE ;UCH A PRELIMINARY ASSESSMENT OF THE
 
INFORMATION ACCUMULATED AND TENTATIVE CONCLUSIONS REACHED.
 

4. OEC'NTRALIZATIOlI SECTOR CUPPORT 'SS) PAAO
 

A. EVALUATION: THECOhMENTS MADE ABOVE RE THEEVALUATION 
FOR THE OSF ARE APPLICABLE TO THE COPICERrIABOUT 	THE OVER-


ALLEVALUATIOn FORTHE,ECEIITRALIZAT-0h1 SECTORSUPPORT 

SCHEME. IT IS HOT C'EAR IF THE EVALUATIONS OF THE DIS-
CRETS 	PROJECTS ARE TO CONSTITUTE THE EVALUATION OF THE 
WHOLEOR IF THEREIT TO BE SEPARATE ;UNO:tIG FORA SECTOR 
EVALUATION, TA FOR BASELINIE DATA ACCUMULATION, ETC. ISIT
 

INTENDED THAT THE TAADVISORS FROM THE 3ECENTRALIZAT;ON
 
PLANNING ArIOMAtIAGEMENT 4OUL -CT AS THE IENERALPIOJECT 

ADVISORS FOR THE 'STEERING CCMMITTEE" AS ELL? 4AYEE THEY
 

SHOULD. IF 4OT, THEOECENTRALIZATION :ECTOR SUPPORT SCHEME
 
SdOULD HAVE EXTRA FUNDS THAT CANBE USED FCR ADHO-


ADVISOR ASSISTANCE.
 

B. POLICY ANALYSIS: PRC RECC*NI:ZS THAT 'RE IMMEDIA'E 

PURPOSEOF THE ]ECElITRALIZATIO!I SECTORCHEMEiS TOCON-
SOLIDATE PROJECTS OF THE SAME;EIIREIN ORDER 1O MEET GOE 

DESIRE FOR ORE :LEXIELE PROGRAM4MIG. NOJEVER, BY 301!1G
 

THIS WE O0CREATETHE!EhBLEI'CE Or A ^ECrcR RANT AITH 
ALL OF THE INHERENT ANDADVANTAGESEVILS THAT ARE ASCI-


ATEDWITHATHAT PPROACd. 7-NEP-0D EXPLAI?!S 4OWTH41SJP?-

ROArK WILL HEL? TOrET THE 50E TO T O ON SETIR 31UE:,
 

BUTTHEN!T ^0E5.OT JEILL oDRES 4014THE 1S;D1EC-
PECTSTO BRING BOUTOCLICY ^HA4IES AND IEFCRPS THATMAY 

BENECESSARY. IT OCESN'T APPEAR AS IF THE "STEERING COM-

UNCLASSIFIED
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PAGEn OF 2 STATE 065941 7559 639125 A108418 
MI1TEE OESCRIBED ON PAGE 32 REALLY HAS THE POWER TO 
BRIlG ABOUT THE NECESSARY CHANGES SINCE 'ON LARGER ISSUES 
OF GO[ DECENTRALIZATION LAW, POLICY, ANO PRACTICES, THEY 
WILL ACT WITHIN ESTABLISHEO AUTHORITIES OR MAKE THEIR RE-
COMNENOATIONS TO APPROPRIATE OTHER GOE AUTHORITIES.' 
C. AUTHORIZATION: PLEASE CABLE DRAFT PAAO AUTHORIZATION'
 
ASAP, ALSO nRAFT AMENDMENTS TO EXISTING BVS AND 0SF AUTHO-

RIZATIONS.
 

5. AA/NE HAS REGUESTED MISSION REPRESENTATION AT MAJOR
 
NEAC REVIEWS. ISTHIS PLANNED FOR THE DECENTRALIZATION
 

PACKAGE? ITS SIZE AND COMPLEXITY WOULD SEEM TO WARRANT
 
MISSION PRESENCE. NEAC CAN BE DELAYED TO MAKE THIS POS-

SIBLE. HAIG
 

UUNASSI F;Ef
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TO SECSTATE WASHOC IIIMEDIATE 4048 


UNCLAS SECTION 01 OF 03 CAIRO 06485
 

AIDAC 


E.O. 	 120G5: N/A 
SUBJECT: DECENTRALIZATION SECTOR SUPPORT -- PRC RESULTS/ 


PREPARATION FOR PEAC 


REFS: A) STATE 065041; B) STATE066478; C)"STATE 350137 

1. MISSION APPRECIATES PROMPTA PORTING CABLES RE 1111TIAL 

REVIEWS OF OSS (IIICLUDIIIG BV-, 0SF AND OPH). FOLLOWING 

ITEMS RESPOND ACTIVITY WITHINTO INDIVIDUAL COMPONENTS 
OSS: 


2. DSF ANEIIOIENT - BELIEVE PROEARCIIEOUSLY USED PRELIMIN-

ARYANDINCOMPLETE PAPER DELIVERED TO AID/W III EARLY FEB-
RUARYRATHERTHANFULL ATTACHED NEVER-AMEMDOMEIIT TO DSS. 

THELESS, THEFOLLOWIIIG SPECIFIC FROMADDRESSES IIIQUIRIES 
ALL THREEREFTELS. 
- A. LEVEL JUSTIFICATION: ASSESSMENTEVENCURSORY RURAL 
GOVERIORATES REFLECTS (EARSOF BUDGETARY 'IErLECT. WHILE 

MISSION REIUIREIIEIIT. IAVE ';OT4TTEMPTEDASSESSIMEIIT. 
ACCESSTOTAL MIULTI-fEAR CAPITAL REQUIREMENTS OF GOVERNlOR-

ATES, PLAIINIUG AND1DUOGETARY ARETELLING. BOTHFIGURES 

PRIVATE SECTOR G VERHIENT ANDJITALITY
ANDLOCAL GROWTH 
OL'O PUT iNCREAS !IGDEMANDSAGAINST *OVERIIORATE CAPITAL 
PLANT WHICH DO F EEKS TO SUPPLEMEtT. ORIGINAL EQUIPMENT 

LISTS AND REOUIREMENT ANALYSES COMPILED BY pAERIORATES, 

REVIEWED8Y 1I!II1TRIES OF PLAIIIIlIG ND ECONOMY ANDUSAID 

CONTAINED ITEMS MORETHANIDOUBLEVALUEOF PRESENT OSF. 
GDEBAB 3 IIIVESTMEIIT BUDGETSTO21 RURALLOCALGOVERNMENT 
FORI9'O-a2 INVESTIiEIT CUOGETPROVIOED L.E. 190 MILLION 
(COtIPARED TO DSF zO OVER2-YEAR PERIODI.DOCLS. 1ILL lOl 
THESE 	FACTS AIN ;EPrATED VISI S BY USAID TLG, MCE AND MOP
 

OFFICIALS OEIIOSTRATE TIIAT ADOTICNAL )SF CON11RIBUTIONS
 
WILL STILL NOT *:EOS. IT lOT
FULLY MEETGUVERIIORATO. 

I'SI0Off INTENTALLOCATE25. FUlDS TO Osr IIIOEFINITELY BUT
 

BELIEVE ADDITIONAL 30LS. 53 MILLIOff FULLY 4ARRANTED.
 

BROADER BUDGETARY/CAPITAL UTILIZATI ON ANALYSIS AILL BE
 
ELEMlEIT. EVALUAT I 1;I/SECTOR IAL DIALOGUE ELEMENTSOUTLI NIED
 

IN PAAD.
 

- B. MAINTENANCE: FIRST YEAR ALLOCATION L.E. 75,300
 

EACHGOVERNORATE PROVIDED COSTS
(1900-811 ONLYSTART-UP 
FOR FIRST EQUIPMENT ARRIVING THIS APRIL/MAY. GCE OVERALL
 

CORTRIBUTION: OF 20 PERCENTOF TOTAL PROJECT IS CONSISTENT
 

WITH OURASSEZYENT PROJECTED NlEEDSANDREFLECTS RURAL
 
COIMITHE14 01NPART GOE. OF GOECONTRIBUTION
ODOUBLING 

ACILITIES.
IMPROVES/UPGRAOES EXISTING MAINTENIANCE PRO-

OFSQUIPYCIT ALREADY SUPPLIER-

FURNISHED OPERATION AND MAINTENANCE TRAIIIING. THE TO
 

PUBLIC SECTO',OMPANIES SERVIIG AS ,jEIIERAL GOE PROCURE-


CUREMEIIT OH ORDERINCLUDES 

MENT 	AGEITS AHD ALREADY OPERATING GOVERIORATE SERVICE
 

SEPARATE ,ITH 


GOVERNORATETO ASSIST TERVICIIG/MAIHTEIIAIICE OFEOUIPMENT.
 
FACILITIES AREIIEGOTIATINIG COITRACTS EACH 

ADODIIONALLY, ALL BID AWARDEET TO DATE PRESEITLY MAINTAIN
 

EGYPTIAN-BASED SERVICE FACILITIES. ALTHOUGH THERE CAN BE
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NO GUARANTEE THAT MAINTEIANCE WILL CONFORM SPECIFICALLY
 
TO U.S. STANDARDS, FUND ALLOCATIONS AND EXPRESSICNS OF 

LOCALGOVERNMENT ENTITIES TOWARD MAINTENANCE ARE ENCOURAG-

ING. 	 PRESENT/EXPAIIDING CAPABILITIESCOVERIIORATE AlND 
DEMOISTRATED IMPROVEMENTS NOW(ANDTHROUGH TRAIN-IPCOIIING 

ING) WEBELIEVE ARESUFFICIENT TOENSURESATISFACTORY 
IAINTENANCE.
 

- C. 	OPERATIONS/MAINTENANCE RELATIOIISHIP: GOE CASH 

CONTRIBUTION IDOLS. 14.6 MILLION EQUIVALENT) FORD/l ARE 

NOT BROKEN DOWN BY COE BETWEEN OPERATIONIS AND ,AINTENANCE
 

FOR ANY PROJECT OR PROCUREMENT SECTOR. NOTE, THIS IS SOP
 

FORWORLDWIDE PROCUREI1ENT/UTILIZATIOII.EOUIPMENT 

00. REPLACEMENT: DSF EQUIPMEI1T PROCUREMENT IS NlOTFIRST 

TIME EQUIPMENT. EACHGOVERIORATE BUDGETDEVELOPMENT HAS 

PROVIDED FOR INCREASING AMOUNT EVERYYEAR.OF EQUIPMENT 
WHILE DSF IS PROVIDING PROCUREMENTFORINCREASED OF EOUIP-
KENT,THIS IS TO CATCHUP AT LOCALLrVEL: FROMFORMERLY 
DEFERRED PROCUREMENT. GOVERNORATEEOIPHEIIT RECUESTS 
WILL ASSUREDLY DECREASEIN THE NEXT FEW YEARSAS MOST 

THROUGH OTHERRE-
SOURCES. THE IMPORTANT DIFFERENCE IS THAT CENTRAL PRO-

CUREIIENT UTILIZED OF GOVERNORATE 

URGENTNEEDSAREAODRES3ED OSF, AMONG 

SYSTEM TPOSE PORTIONS 
BUDGETSANDDICTATED LOCALNEEDS. DECEIITRALIZATION 
PROCESSES, DSF SPECIFICALLY, ARECHANGIG THIS. AN-AID 
OTHERFEATURE OF 3SF IS GOE PROVIDING FUNIDALLOTMENTS 

WIT4III LOCAL BUDGETS,TITUSLOCITNG FUTUREAIID IINCREtSING 
ALLOTMENTS INTO ANNUAL PROCESS. CONTItUING Oi.,CUSSIONS 
WITH 4DE (CEIITRAL ANDLOCAL)HAVESTRESSED IEED FOR 

AMORTIZATION iND PLANIIIIIG FORREPLACEMENTFUF,!4ARD 	 REQUIRE-
STROIIGER 

UNDER SECTOR APPROAC4. THECASIC PREMISE OF THE ORIGINAL 
PROJECT (STILL VALID) WASCOTArlITOF Lr,!AL-OFMAIID TO 

WHICH CENTRAL BUDGETARY RESOURCES IIUCTSE ALLOCATED. 

MENTS. THIS VILL CC!ITIIIUE TO BE DONE,WlITH VOICE 

- E. 	 EVALUATION: ACCUIULATION OFGOVERIIORATE-WIDE BASE-
LINE DATAWAS DELAYEDUNTIL TLG WAS HIRED IN JUNE1931. 
DIRECT OSFEVALUATION THEREFOCE IN-EXERCISE DELAYED. 

UNCLASSIFIED
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DECENTALIZATICNSECTOR sl ORT 
FIRST AMENDMENT TO THE

BASIC VILLAGE SERVICES ACTIVITY 
263-0103 

I. Sumnar and Recommendations 

A. This amendment proposes additional funding for the Activity
to cover local costs previously approved.
 

The Activity's direction and objectives remain as described in
the original FY 1980 Project Paper. 
The full discussion in Part
II of this Amendment provides review of progress to date and
justification for changing the Life-of-Activity funding.
Awarness of the concept of decentralization as advocated by this
Activity has rapidly spread to virtually all of the remaining
rural Governorates. 
At the present time $30,000,000 of PL 480
Title III money has been disbursed and an additional $15,000,000
worth of grain has been imported under Title I and will be
credited to Title III. 
 In FY 81, $30,000,000 AID grant money
was obligated and disbursed and an additional $30,000,000 will
be disbursed this fiscal year, FY 82. 
 This exhausts the AID
funding for Activity infrastructure. 
PL 480 Title III will
continue with $15,000,000 in FY 83 and $15,000,000 in FY 84.
This money is sufficient only for the present nine of twenty one
Governorates.
 

Prior to the arrival of the technical consultants in June 1981,
most villages requested potable water systems, the upgrading of
access and inter-village roads and for sewerage/drainage related
projects. 
 During the past six months the consultant conducted
extensive field work. 
As their presence, and the extent of
their expertise, became known to Governorates, districts and
villages, there was an increase in the requests for more
specialized concerns from villages. 
With the promulgation of
the new Public Law 50 (June 1981), which augments Public Laws 52
(1975) and 43 (1979), the Government of Egypt is stressing again
their commitment to the process of decentralization. 
With
increased funding, the range of benefits under Basic Village
Services Activity can be greatly expanded.
 
B. The original Agreement signed August 1980 provided for an AID
dollar contribution of $70,000,000. 
Of this amount $60,000,000
was earmarked for subproject infrastructure projects which were
to be planned and implemented by local village councils. 
 Based
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on the assessment that the Activity should be expanded, it is

recommended that the Life of the Activity be increased by

$75,000,000. 
The entire amount will be converted to Egyptian

Pounds to be used for local currency costs. This amendment also
 
requests, as in the original Project Paper, a waiver on the

limits on the per unit price and total amount of Code 935
commodities that may be procured as shelf items under Chapter 18

of Handbook 1, Supplement B. The justification for the waiver,

contained inAnnex XIII and Annex XIX of the original Project

Paper, remain valid. 
Furthermore, the justification of Annex
XVIII of the Project Paper, requesting the authority to use

dollars to purchase Egyptian pounds required in the Activity,

remains valid, ioe. FAA Sec 612(b).
 

II.Brief Description of Progress to Date
 

A. Activity Purpose:
 

The immediate purpose of this Activity is to improve and expand
a continuing capacity in local units to plan, organize, finance
 
and implement and maintain locally chosen infrastructure
 
projects. While this purpose is necessarily limited to a

capacity-building effort with outputs characterized by physical

improvements ­ roads, water systems, drainage structures - the

infusion of capital for infrastructure becomes a stepping off
point by which other problems can be tackled and other solutions
 
for other village problems explored.
 

Capacity building viewed from this vantage is not achieved
within the span of a single Activity nor under the urging of a

single effort. But the advantage of experience in self

reliance, in participating in the setting of one's goals, gives

strength and direction to other aims and efforts. 
 (No chanige

from original Project Paper).
 

B. Background- Progress to Date:
 

Egypt has had a long record of rural development efforts
beginning in early 1940's. 
 During this long period considerable
 
experience has built up, particularly among current senior

officials who were involved in these early efforts in rural
develooment . Unfortunately the pace and rate of rural

deveiopment was 
 adversely affected by major involvements in
 
external relations with neighboring Middle East countries,

drastically reducing the amount of capital available for local
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infrastructure and by the population explosion which has

constantly put pressure on whatever infrastructure improvements

were made. While not exactly a new phenomena, the more recent
 
emphasis on decentralization of the administrative and

managerial responsibilities of local officials has created a
 
climate of expectations for available resources from these local

officials. These expectations were coming at a time when Egypt

was not only grappling with the problems of village

infrastructure, but was also attempting to rebuild the canal

cities damaged by recent wars, as well as create new cities and
 
zones of economic opportunity to relieve the tremendous
 
population pressure on existing inhabited lands.
 

It is at this point that the Basic Village Services Activity

made, and can continue to make, a significant impact.

LE.9,665,000, generated by the sale of wheat under the PL 480
 
Title I Progr,m and converted to the Title III Food for
 
Development Program, were released to the first 3 governorates

of Fayoum, Sohag and Sharkeya in December 1979. There were a
 
total of 284 village projects proposed in the initial plan. 89%

of the funds disbursed to village units has been expended. The

actual rate of completed projects in these initial "Title III"
 
governorates is not uniform with completion rates of 60%, 29%

and 85%. 
 The latter figure ia from Sohag which coordinated all

projects at the governorate based on a three year implementation

plan - first buy all equipment (pumps and motors); then pipe;

then build pump houses and install pumps and finally hook into
 
the electrical systems. While few sub-projects are totally

completed, the initial stage of their implementation schedule
 
have been completed. 
It should also be noted that Sohag's 1981
 
allotment was frozen for the first 9 months of 1981 pending

resolution of interest earned on Title [I 
 funds and thus they

were unable to complete the proposed 1981 schedule. By January

1982 Sohag had resumed activities and 1981's schedule was being

implemented.
 

In 1981 LB 26,702,000 was disbursed to 8 of the 9 governorates

(Sohag's share being frozen). Each governorate received LE

1,100,000 of Title III funds in February 1981. 
 AID grant money

was released in two tranches - April and September. The
 
Composite Status Report up to December 31, 1981, shows an
 
expenditure rate as of that date for 1981 funds. 
 The Composite

Status Report also shows 146 projects completed and 629 ongoing

out of 1167 sub projects planned. (See Annex A for dates of

disbursements from ORDEV to each governorate and Annex B for
 
summary of the Composite Status Report.)
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Implementation of potable water projects in many governorates

has been delayed due to a shortage of pipe. Studies made in

1979-80 prior to the Activity's implementation recognized the
potential shortage but in spite of this local production did not

increase rapidly enough to fullfil Activity demands.
 
Utilization of other types of pipe are under review by the
 
technical consultants.
 

Another delay in the implementation of drainage projects was due to a " technology gap" existing at village, district and 
governorate levels. High ground water is a problem in rany

areas, particularily in the Delta. As villager:s saw their mud or

mud-brick houses collapse around them, neither funds nor
 
technical resources were available to alleviate the situation.
 
The Technical consultants have made a significant impact in this

field in two ways. 
First, their Egyptian engineers have made
 
contacts with local organizations, primarily the Institute for
 
Drainage Research (IDR),for assistance. Secondly, a short-term
 
drainage consultant is in country assisting in making surveys

and recommendations in conjunction with engineers from the IDR
and the governorates. 
From these surveys basic on-the-job

training programs 
on the techniques of information-gathering,

simple water/soil tests, and simple, but practical applications

of various methods to alleviate the high ground-water problem

will be given. 
It is recognized that the high ground-water

table is wide-spread over much of Egypt. 
Many of the proposed

sub-projects undertaken in the Activity will not solve the
 
problem, but will provide assistance until the serious nature of
this problem is fully recognized and a program, regional in
 
nature, is formulated. The magnitude of this problem cannot be
overstated. Aside from any other external funding sources for a

wide-scale drainage project, BVS could absorb virtually any

amount of additional funds just in drainage alone.
 

The seriousness of ground-water has also been recognized by the
IAC in connection with potable water projects. Many villages

are receiving potable water, piped directly into village

house-hold taps, for the first time in history. 
Other villages

are expanding old water systems or replacing systems now
 
obsolete. In any case, one interesting socio-economic trait is

emerging - villagers prefer to have water piped directly into
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their houses rather than to obtain water from the more
 
traditional and more socially oriented well or village stand
 
pipe. The cost of the pipe, faucet, laying of the pipe and
 
installation of the water meter is bourne by the house owner.
 
In many cases this is leading to a problem of waste water
 
disposal. The IAC is now requiring that a drainage plan
 
accompany plans for village potable water systems. 
However, in

the field of sanitary and potable water drainage, the Activity
could absorb funds equal to those now going into potable water.
The consitltants have recently produced a study of the "average
costs" o a potable water system, a sewage disposal system and 
lowering of the water table for three sizes of villages... (see
Annex C). These planning figures will be useful in determining
the magnitude of resources which may be needed for further 
Activity expansion. 

In December 1981 the first training sessions commenced in the
 
fields of maintenance of village water systems and the repair
and maintenance of pumps and pump sets. Two sessions will be

conducted simultaneously - one for governorate engineers and one
for village and district technicians. One program is being
conducted by the Ministry of Agriculture, the other by the
Ministry of Industry and Trade (The Ministry of Agriculture's
Training Center has received considerable AID assistance in the

past.) Professional training staff of these two organizations
 
are being utilized. Revised and tailor-made visual aids-were
 
produced for the BVS training courses. After the pilot courses
 
have been evaluated and, if necessary, revised, they will be
 
replicated for all governorates.
 

Further technical training will be given for district and

village road maintenance personnel. These courses are now being

designed and will be held in individual villages and districts.
 
The numbers of people to be trained are sizable and it is
 
anticipated that a year will be required for total Activity
 
coverage. However it is important that personnel of the lowest
 
levels of operation and maintenance be given significent

training. AID project personnel feel that this level of
 
employees - ie, the operator and maintenance personnel at the

district and village level - are the least trained, least 
educated and least paid and therefore should receive the hulk of

the technical training. It should be noted here that rural
 
Egypt is suffering from a serious shortage of available labor.
 
1,400,000 Egyptians work outside of Egypt and this figure might

be considered conservative. Thousands more gravitate each year
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to the provincial cites as well to Greater Cairo in search of
higher-paying jobs. In most instances the labor force remaining

at the village level are those unable or unwilling to leave the
village ­ and most of these people are farners or craftsman. In
short there is little social or financial attraction for a young
man to stay in the village and work (outside his families
 
holdings).
 

The consultant's personnel will begin in-depth sessions with

each governorates planning and financial staff in preparation

for the 1982 plans and budget. The first years grant money as
well as both years of Title III funds were generally allocated
 
to each village on a per capita bases by the governorate. The
 
concept that every one shares on an equal bases is
a difficult
 one to break through. It also leads to implementation problems

as some villages' projects are over funded and others under
funded. 
Through the planning and programming sectors of the

technical consultants it is hoped that governorates can bepersuaded to allocate funds more on Activity needs than on a per*capita bases. Whether this can be accomplished in one or two 
years remains to be seen, but it is a crucial element in
programming strategy. 
However there is, in the Agreemenc, aclause that villages, districts or governorates which have not
satisfactorly implemented prior years projects will receive no
 
new funds. Thus there is a little "stick" to go with the
 
"carrot".
 

In 1982 and 1983 there may be more diversity in the type of
projects requested due to the fact that the most obvious and
crucial projects-(potable water and roads) 
- will be completed.
Any additional funds in FY 1982 and 83 may also be used to add
 
to or fully fund projects begin in the first year of the
 
Activity.
 

C. Maturation of BVS:
 

Ingeneral implementation has been consistent with the original
concepts of the Activity. 
Likewise some of the anticipated

problems and constraints noted in the original Project Paper

have been borne out in actual implementation. In general it was
envisioned that village councils would propose, plan and

implement their own projects. In many governorates variations 
of this assumption have, indeed, transpired. Other governorates
have implemented projects according to the local scene.
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In 5eheira and Sharkia water projects have tended to augment

existing governorate-wide comprehensive water systems. -Thus
 
while the villae receives a critical service, i.e., water, the
 
local council may have a relatively minor role in
 
implementation. In another governorate, Sohag, where there are
 
virtually no village banks and relatively few village financial
 
units, implementation has been coordinated and controlled by the
 
governorate. As noted elsewhere this has caused implementation
 
problems.
 

The original PL 480 Title III program initiated the concept of
 
an Inter Agency (Ministerial) Committee (IAC) to provide broad
 
policy guidelines to the Activity. While the Committee has
 
assumed the intended primary role in establishing general policy

aria guidance, they have also retained scmewhat of the more 
traditional role of centralized supervision. There is some
 
reLuctance to grant authority to governorates to shift funds 
between villages or even to change projects without IAC
 
approval. Decision-making delays still occur. There are cases
 
where several months pass before modifications of project change

approvals have been transmitted to local authorities, as well as
 
aelays in releasing funds.
 

While maintaining their perogative to approve projects, the TAC
 
has been less enthusiastic in solving problems. They have
 
aeclined to streamline and refine the reporting and monitoring
 
process. They have not provided fall budgetary support required

for training. In areas of implementation the IAC has not
 
proviced assistance to alleviate high installation costs charged

by one central ministry to local governments nor have they
 
attempted to resolve the distribution shortages of asbestos
 
cement pipe, which are delaying may sub-projects. Nevertheless,
 
all generic problems continue to be highlighted for the IAC and
 
movement toward general resolution continues. Meanwhile,
 
local-level and sometimes temporary solutions to these issues
 
are being implemented to resolve these problem areas.
 

ORDEV's role in the Activity is roughly as anticipated. While
 
acting as the conduit for EVS funcs, much of the actual
 
implementation of projects is done with the assistance, and some
 
cases control, of the technical directorate in the zovernorate.
 
Fcr example, the Directorate of Housing hancles water projects,

Directorate of (gover.crace) Rcads ccordinates rcac projects
 
etc,. Easically this was anticicated, that :he technical
 
cirectorates would provice assistance and guidance to village as
 
the situation cictatec.
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The first year's AID funds were disbursed as planned, i.e. equal

amounts to all governorates and treated as a disbursement. As
 
stated also in this paper future disbursements will be on a need

basis. There have been delays in funds advancing from the IAC

through the governorates to the markaz to the village. Again

procedures are included in this paper to remedy this problem.
 

In those governorates where the village councils have control
 
over the planning and implementation of projects, the procedures

have b-.en followed and anticipated. The village council submits
 
to the markaz a list of projects that the village wants. The

markaz consolidates these requests and sends them to the
 
governorate. 
They in turn approve by priority and availability

of funds a comprehensive governorate plan. This plan is
approved (in whole or in part) by the IAC. Prior todisbursement of AID funds the GOE puts into special accounts an 
amount equal to 10% of the AID disbursement for the maintenance 
and operation of sub-projects. 

Upon receipt of the AID funds the village council generally,
following GOE contract procedures and as specified in the
original Project Paper, advertise for tenders for the

implementation of the sub-project. After the legal procedures
for receiving and evaluating bids have been complied with, the
village council will do one of three things: (1)accept the most
attractive offer, (2)taking the contractor's estimates, reject
all bids and implement the Activity themselves or (3)negotiate
with the most attractive bidder to lower costs by, for example,

providing "free" village labor in lieu of the contractor hiring

people. The latter option is frequently used with the savings

reverting back to the sub-project to increase it's magnitude

(e.g., being able to increase the amount of pipe or lengther a
 
road project).
 

D.Utilization of the Maintenance Fund
 

Up to this point little has been expended from the maintenance 
fund. 
There are several reasons for this. First, is that few

projects are old enough to require large inputs of maintenance.
 
Secondly, by Egyptian Law a 
contractor isresponsible for the

maintenance of a
project for one year after its completion.

(This also makes itdifficult to ascertain exact completion

dates or terminal dates of disbursements as a percentage of the

contractor's fees may be witheld during this period). 
A prime
task of the technical consultant has been to provide a set of
 
guidelines for the use of this fund. The original Project Paper

stated that these funds could be used only for the maintenance
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of BVS sub-projects. This may not be realistic. The technical
 
consultants have proposed the division of the fund between the
 
village and the maintenance centers located invarious
 
districts. Inbrief, the village would handle simple, routine
 
maintenance with village funds and technicians. At the district
 
level the maintenance centers would be equipped to make major

repairs. It has been recomended that each center have a smalltruck in order to facilitate maintenance visits to the
villages. Part of the technical training being coordinated by
the technical consultants are (1) sinple maintenance for
villager level technicians, (2) more advanced training for
district and governorate technicians and (3)maintenance
 
management training for district and governorate supervisors.
 

E. Technical Assistance
 

The original Project Paper provided funds for technical 
assistance to the first 9 governorates. Funds are still

available from the original Activity to finance technical 
assistance to the new incoming governorates. It is proposed
that the contract of the current technical assistance group be
amended to include assistance to any new governorates. There 
are several justifications for this. The goal and purpose of
 
the Activity will not change as stated above. 
As the Activity

isattemting to reinforce the process of decentralization, it
would ensure continuity of this process to utilize the same
 
technical grout. Secondly, the present contractors have
 
built-up, and will continue to build, a 
solid background as to

how to best implant in the Governorates, districts and villages
the concepts that the Activity is promoting. Thirdly, it would 
be confusing, at the least, to the Egyptian counter-part agency,
ORDEV, and to the Inter Agency Committee, ifa second consultant 
were introduced into the Activity. Fourth, training programs
critical to the Activity have been and will continue to be
conducted with various ministries, universities and institutes. 
As the funding for training is channeled through the present
technical contract, itwould greatly complicate the
 
administration and conduct of training courses. Fifth, a 
substantial amount of money has been spent by -he present
contractor on establishing a well equipped office. Their
vehicle and logistical support is also sufficient to include the 
new governorates. Last, but not least, the present contractor 
has a large staff already on board. Itisanticipated that the
 
contractor will only have to add some additional Egyptian

professional staff members to adequately cover 'he new
 
governorates.
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III. Anticipated Actions with Additional Funding:
 

A. Activity Infrastructure:
 

The addition of $30,000,000 in FY 1982 will allow additional new
 
governorates to enter the BVS Activity - each with an initial
 
allocation of LE 3,450,000. (equal to each annual allocation
 
already provided each participating governorate beginning with
 
the first PL 480 Title III contributiot inFY 1980.) Itis
 
expected that the additional governorates will be selected ina
 
priority list from the following:
 

1. Beni Suef 7. Assiut
 
2. Aswan 8. Ismailia
 
3. Gharbia 9. Matrouh
 
4. Kafr El Sheikh 10. North Sinai
 
5. Dakahlia 11. New Valley
 
6. Damietta
 

Unlike the first 9 governorates, the additional governorates

will benefit from the experience gained by ORDEV and the IAC
 
during the first two years of the Activity. Also, new
 
governorates will benefit from the adv'.e and assistance that
 
can be offered by the technical consultants.
 

It can be anticipated that initial Activity requests will follow
 
the pattern of the first 9 governorates - primarily water and 
roads. However, at least three of the anticipated new
 
governorates have severe ground water problems. We might find
 
that with technical assistance available more projects of this
 
nature may be requested. While itisnot the intent to convert
 
the BVS Activity into a regional groundwater project, we should
 
recognize the urgent needs for assistance that selected areas
 
have to prevent the complete or partial destruction of some
 
villages.
 

Itis in the nature of decisions of the types discussed above
 
that make BVS Activity unique - and infinitely more difficult to 
judge and evaluate. The Activity has the difficult goal and
 
purpose of strengthening - and in many cases initiating - the
 
concept and process of decentralization through the physical
constructionF T Given the
ofThings" i.e. public infrastructure. 

traditional forms of governments in Egypt during the past

centuries itisdifficult to ffield these two concepts into one
 

\yO
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philosophy. Itisquite easy for a villager or village
executivee to receive funds and plan needed projects. Itis 
more difficult to stress the concepts behind the funding - the 
constraints under which the money can be used - and the ultimate 
Activity goal. In the short run, the water system, the drainage
project, the waiting shed or whatever, seem much more important
to all concerned. However, the planting of the seed of local
 
decision-making has been made - itnow requires the government
of Egypt to nourish and cultivate the emerging results of the
 
Activity through continued budgtary and financial suppor't.
 

B. Disbursement Procedures:
 

InFY 1981 AID's initial disbursement totalling $ 30,000,000 to
 
the Special Account of ORDEV were based on (1)certification of
 
a deposit by the Government of Egypt into a maintenance fund
 
equal to 10% of the AID disbursement and (2)a list of approved

projects, by village, for each of the nine governorates. This
 
blanket disbursement procedure was justified on the basis of the
 
original PP authorization and the need to get money up front so
 
that village councils would have assets readily available to
 
implement their projects. However, both the original Project

Paper and Grant Agreement made it clear that subsequent
disbursements would be based on performance rate of expenditures

and rate of sub-project completion.
 

This Amendment, based on a preceding Implementation Letter
 
within the original Agreement, provides a more precise
disbursement mechanism to be in effect by the beginning of the 
Government of Egypt's Fiscal Year 1982. Each governorate will 
be advised what their share of money will be - anticipated to be 
approximately LE 3,450,000 each. After consulting with the 
markazs' and villages, the governorate will submit to the
 
Inter-Agency Committee (IAC) through ORDEV it's proposed

implementation schedule for disbursement purposes for the entire
 
year.
 

AID, based on the implementation schedule, will release the
 
funds by check through the Special Account to the governorates,

who in turn must transfer all funds within two weeks to the 
village - accessible local accounts. The above schedule will be 
transmitted to AID' by the IAC and contain by governorate, markaz 
and village the type of project, cost, estimated start-up date 
and estimated date of completion. This schedule will indicate 
the need (by amount and date) for disbursement. Since all 
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disbursements will be dependent upon expenditures and
 
implementation, funds will thus not lie idle in projects which
 
may be behind schedule or which are scheduled for implementation

later in the year. Itis realized, from the current years

experience, that many villages implement projects ahead of

schedule. 
 In order not to penalize efficiency, supplementary

requests may be made inaddition to the initial release. These
disbursement requests in fact will be based on existing quantity

reporting requirements.
 

C. Monitoring Procedures 

The disbursement procedures rely upon timely monitoring.
Assuming a normal implementation schedule, the village local
council will keep detailed records of progress in both rate of 
implementaticn and rate of expenditure. These must be compiled
quarterly and submitted to the ORDEV officials in the 
governorate who will consolidate the information into a 
governorate report. The ORDEV central representative for that 
governorate will ensure that the submission to the IAC and AMDisboth correct and timely. The IAC will be convened after all
quarterlies are submitted to approve the next disbursement and 
to address any anomalies which might have been reported.
 

On-site inspection by ORDEV, AID and the T.A. consultant will
 
continue to be an important aspect of Activity monitoring.

Given the magnitude of the Activity, itmay not be feasible for
 
Activity personnel to visit every site - or to necessarily
repeat visits to those Activity sites which are visited.

Reliance upon the physical monitoring by village, markaz and
 
governorate personnel will be crucial.
 

Upon completion of each sub-project, a comprehensive report will

be submitted to the IAC through the ORDEV which will provide
relevant information, including time requirements and actual
 
costs expenditures for the Activity. Any excess funds,

regardless of the reasons, shall be returned to the governorate

for reallocation.
 

IV.Government of Egypt request:
 

The government of Egypt recognizes the contribution that BVS

Activity has made inopening the door of decentralization. Even
 
given the recent Public Laws reforming the traditional
 
centralized form of government, itis doubtful that the initial
 

0IV 
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financial and technical support could have been provided outside
 
of the foreign assistance sector. Granted there are fairly

strict constraints within the AID grant, there would be more
 
constraints to a centralized budget for village infrastructure
 
within the GOE's internal budgetary processes. The initial use
 
of external funding sources should ease the way for the GOE to
 
internally fund projects using the process which will be in
 
place by the end of the Activity. With this in mind the
 
government of Egypt has formally requested the assistance of the
 
Government of the United states to increase and continue the 
scope of the BVS Activity ( Annex G) Itcan be anticipated that
in FY 83 there will be a request for funds to continue the
 
Activity in these additional governorates. (Annex E and Annex F
 
show the funding anticipated).
 

V. Conditions Precedent:
 

As in the original agreement the Government of Egypt is 
required, prior to disbursement of AID funds, to deposit an
 
amount equal to 10% of the portion of the AID grant for sub
project construction into a special maintance fund. 

VI. Anticipated Action by the Givernment of Egypt to continue BVS
 
activities:
 

Based on present projected levels, funding for the original
three governorates will terminate in FY 1982. Based on past
implementation rates, itis expected that there will be some 
carry-over into FY 1983. The second group of six governorates

will be funded through FY 1983 with expected spill over insome
 
projects to FY 1984.
 

Based on the emphasis and priority that the Egyptian government
has shown towards the decentralizat4on projects, it is 
anticipated that the Government of Egypt will continue to
 
emphasize these efforts begun by the Title III and AID grants.

This has been discussed with ORDEV officials and will be the
 
topic of future Interagency Committee meeting. However, it

should be noted that a continuation of BVS-type funding would
 
probably not be channelled through ORDEV as isthe Title III and

AID grant money. Rather, we should expect that funding of
 
infrastructure projects to be through the existing Bab III

(Section 3)budgetary accounts directly to individual
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governorates. 
This funding mechanism isindirect conformance
to the concepts of decentralization. Furthermore, itiswithin
existing budgetary procedures, thus not imposing or suggesting a
funding system alien to current practices.
 

Current Activity funding has done much to alleviate the most
pressing needs in those governorates in BVS now as well as those
entering in the future. Therefore, we should expect that the
continuation of overall funding levels would be less than is
currently provided under Title III and AID. 
As pointed out
above, this is not considered a 
lessening of the government's
interest inpromoting decentralization.
 



AN=C A
 

Dates of Disbursements to Governorates 
198o/81 (As of 01 Nov. 1981)
 

Governorat e Date Amount 

1. Qaliubia Feb. 1981 1,110,000 Title III 
Apr. 1981 2,297511 AID 

3,407,511 

2. Menoufia Feb. 1981 1,110,000 Title III 
Apr. 1981 1,901,000 AID 

3,011,000 

3. Sharkia Feb. 1981 1,110,000 Title III 
Apr. 1981 1,131,774 AID 
Sep. 1981 1,201,241 AID 
Nov. 1981 6,985 AID 

3,450,000 

4. Beheira Feb. 1981 1,110,000 Title III 
Apr. 1981 2,340,000 AID 

3,450,000 

5." Mza Feb. 1981 1,110,000 Title III 
Sep. 1981 2,340,000 AID 

3,450,000 

6. Fayoum Feb. 1981 1,110,000 Title III 
Apr. 1981 2,309,250 AID 
Sep. 1981 30,750 AID 

3,450,000 

7. Minia Feb. 1981 1,110,000 Title III 
Apr. 1981 1,838,200 AID 
Sep. 1981 180,000

3,128,310 
AID 

8. Qena Feb. 1.981 1,110,000 Title III 
Apr. 1981 2,184,300 AID 
Sep. 1981 155,700 AID 

3,450,000 

9. Sohag Feb. 1981 1,110,000 Title III 
Nov. 1981 2,340,000 AID 

3,450,000 1/ 

l/ Sohag's funds were frozen during most of 1981 



COMPOSITE STATUS REPORT 

Data Compiled from eports of Bep, Octs Nov8 Dec. 1981 

GOVEHNOIRATE LE Received LE Expended % Expended N6. Projects No. Projects No.'Projects No. Projs 
on going not started ccmple, 

Sharkla 3,368,000 3,2 2,652 96 21
72 .2 9 
Sohag 3,339,000 2.918,000 89 130 10 10 110
Fayoum 2,988,000 2.50.000 82 82 15 17 50 

Sub-TOtal 9,665,000 8,640,652 89% 284 61 36 181 

Sharkia 
Sohag 1/ 
Fayoum 
Iinia 
Bcheira 
Henouria 
Giza 2/ 
Qaliubla 
Qena 

3,.50,000 
(3,.50,000) 
3.50,000 
3,128,000 
3,450,000 
3,011,000 
3.150,000 
3.O.0,o00 
3,.50.000 

1,120,000 
K/A 

1,076,000 
903,000 

1.924,000 
2,332;000 
115115 
641.187 

1,0h2,000 

32 
N/A 
31 
28 
56 
17 
12 
19 
30 

.1981 
183 
N/A 
167 
116 
103 
86 
66 
216 
230 

85 
N/A 
129 
83 
51 
74 
28 

158 
21 

89 
N/A 
30 
19 
10 

h 
34 
21 

185 

9 
W/A 
8 
1h 
42 
8 
4 
31 
24 

Sub-Total 26,196,000 - 9,453,932 35% 1,16T 629 392 146
 

1/ Sohug not Included an their funds were frozen during 1981
 

2/ Did not receive bulk of funds until September 1981
 

3/ LE 4,000,000 were not released to the governorates by ORDEV until September 1981 

h/ As mentioned in the Amendment individual sub-projects are being implemented over a a three year period. Thus the first phase of ­

wuter projecLs have been completed.
 



Preliminary Cost Price for BVS Sub-Projects
 

Cost for "Big Village" Costs for "Madium Village" Costs for "Small Village" 
Sub-Project Area - 150,000 in Area - 100,000 m Area - 60,000 m 

Inhab. 10,000 Inhab. 6,000 Inhab. 2,000 

L.E L.E L.E 
Water Supply 135,000 115,000 100,000 

Sewage Disposal 170,000 120,000 90,000
 

Lowering of the 
Water Table 1/ 76,000 50,000 35,000 

I/ For planning purposes these are acceptable "Averages". However, in ground water projects 
the variables are such that individual village may vary greatly from the "Average". 

CC 



Input 


Sub-Project Construction 


Technical Assist/Research 


Training In U.S. 


Training In Country 


Maintenance Fund 


Staff Support ORDEV/ 
Governorate Village 


Sub-Total 


Contingency 


Inflation 


Activity Total 


SUMMARY 

Grant 


135,000 


6,400 


1,000 


1,500 


-

-


143,900 


500 


600 


145,000 


OF AMENDED ACTIVITYCOST 
(In US t000) 

Contributor
 
AID
 

Title III Total 

75,000 210,000 

- 6,400 

1,000 


.1,500 


-

-

75,000 .18,900 

- 500 

- 600 

75,000 220,000 


ANNEX D 

Activity 

GOE Total
 

20,000 1) 230,000
 

- 6,400 

- 1,000
 

3,000 4,500
 

19,500 19,500
 

4,000 4,000
 

46,500 265,400
 

- 500 

- 600
 

46,500 266,500
 

1) This figure represents the total for Indirect Sub-Project Cost.
 

7. 



SUiMMARY COST ESTIMATE AND FIVANCIAL PLAN 
(In U.S. $ 000) ANNEX E 

Original PP Amendmont Amended ActitVltTotal 

_9 _,C T_:_al FX Lc Total __X Le Total 

LD 

Gran~t 

a.- Sub--project Const. - 60,000 60,000 - 5,000 75,000 - 135,000 135,000 

b.- Te h. AssiutL Reearch 3,000 3,100 6,100 - 300 300 3,000 3,400 6,400 

c.- £raining U.S. 1,425 - 1,425 1425) - (425) 1,000 - 1,000 

d.- Training-Incountry - - 10- ,50 - 1,500 1,500 

Sub-Tutal Grant 4,425 63,100 67,525 (425) 76,800 76,375 4,000 139,900 143,900 

a.- Contingency 352 248 600 - (100) (100) 352 148 500 
f.- Inflation 1,100 775 1,875 (600) (675) (1,275) 500 100 600 

Total Grant 5,877 64,123 , 70,000 (1,025) 76,025 75,000 4,852 140,148 145,000 

:1. Title III 

'N Sub Project Conotructlon - 75,000 75,000 .-.. 75,000 75,000 1/ 

Total AID 5,877 139,123 145,000 (1,025) 76,025 75,000 4852 215,148 220,000 

a. H4intuninca Fund 6,000 6,000 13,500 13,500 19,500 19,500 

b. ldlL/uct Sub-Project Cotit 10,000 10,000 10,000 10,000 20,000 20,000 

c. Triniing lin-cozitry 3,000 3,000 - - 3,000 3,090 

d. Statf nupport ORDk.V/ 
Guvurnor4Le/Vil laqu 2,000 2,000 2,000 2,000 4,000 4,000 

Totl GOB 21,000 2100 25,500 25,500 46,500 46.500 
Activity Total 5,877 160,123 266,000 (1,025) 101,525 100,500 4,852 261,648 266,500 

) $ 15.0 million par year for 5 yearu. 

C, 



PROJECTED DISBURSEMENT BY CALENDAR YEAR 
(In US $ 000) ANNEX F 

Through 

AlI) 
12/31/81 1982 1983 1984 Total 

I.- Grant 
a.-
b.-

Sub-project Construction 
Technical Assistance/Research 

30,000 
1,107 

60,000 
2,193 

45,000 
2,300 

1) 
800 

135,000 
6,400 

c.-
d.-

Training U.S. 
Training In-country -

5 
100 
627 

600 
628 

300 
240 

1,000
1,500 

Sub-Total Grant 31,112 62,920 48,528 1,340 143,900 

e.-
f.-

Contingency 
Inflation -

-
-

300 
250 

300 
250 

600 
500 

Total Grant 31,112 62,920 49,078 1,890 145,000 

II. Title III 
a. Sub-Project Construction 

Total AID 
30,000 
61,112 

15,000 
77,920 

15,000 
64,078 

15,000 
i6,890 

75,000 
220,000 

GOE 
a.-
b.-
c.-

d.-

Maintenance Fund 
Indirect Sub-Project Cost 
Training in coui-try 

Staff Support ORDbV/ 
Governorate/Villa.e 

-
4,000 
-

1,250 

4,000 
7,000 
1,000 

1,250 

5,000 
7,000 
1,000 

1,250 

10,500 2) 
2,000 
1,000 

250 

19,500 
20,000 
3,000 

4,000 

Total GOE 
Aetivity Total 

5,250 

66,362 
13,250 

91,170 
14,250 

78,328 
13,750 

30,640 
46,500 

266,500 

1) An additional $30.0 million will be needed in this year to cover 11 new Governorates.
2) Of the $ 10.5 million equivalent $ 3.5 million will carry over for expenditure in future
 
years.
 



PROPOSED ALLOCATIONS BY GOVERNORATE BY FISCAL YEAR IN EGYPTIAN POUNDS
 
(000) 

FY 80 FY 81 FY 82 FY 83 FY 84 
$= LE 0.70 $ = LE 0.70 $ = LEo.84 $ = LE 0.84 $ =i o.84 

Fayoum 3,450 3,450 3,450
 
Sharkia 3,450 3,450 3,450
 
Sohag 3,450 3,450 3,450
 
Mencufia 3,450 3,450 3,450
 
Beheira 3,450 3,450 3,450
 
Qaliubia 3,450 3,450 3,450
 
Giza 3,450 3,450 3,450
 
Minia 3,450 3,450 3,450
 
Qena 3,450 3,450 3,h50 
Beni Suef 3,450 3,450 3,450
 
Aswan 3,450 3,h50 3,450
 
Gharbia 3,450 3,450 3,450
 
liakahlia 3,450 3,450 3,450
 
Kafr El Sheikh 3,450 '3,450 3,450
 
Damietta 3,450 3,45G 3,450
 
As siut 3,450 3,450 3,450

I sinai]ia 3,450 3,450 3,450

Matrouh 1,450 0,700 3,400
 
North Sinai 1,450 0,700 3,400
 
New Valley 1,450 0,700 3,400
 

= = 
 =
Title III $ 15 LE 10.5 $ 15 LE 10.5 $ 15 = LE 129.6 $ 15 LE 12.6 $ 15 = LE 12.6
 

AID Grant $ $ 30 = LE 21 $ 60 = LE 50.4 $ h5 = LE 37.8 $ 30 = LE 25.2 
= 
 =TOTAL $ 15 LE 10.5 $ 45 = LE 31.5$ 75 LE 63 $ 60 = U E50.4 $ 5 LE 37.8 

Cumulative Total $ 15,000 60,000 135,000 195,000 240,000 
Cumulative Total LE 10,000 412,000 105,000 155,400 193,200 



PIOJECTED PARTICIPATION OF GOVERNORATES BY FISCAL YEAR 
($ 000,000) 

I"tiyolini 
Sharkia [ 

FY 80 
$ 1 = LE.70 

. 

FY 81 
$ 1 LE .70 

FY 82 
1= LE.,8 

FY 83 
$ 1= I.E.8 

FY Oh 
* 1$:. = 

Menol'r a 

Behe. ra 
Qu].i ubi a 

-Giza 

I 

Belli Suer 

GIhirbiaL-T 

lDakidhlia o.-. "rb"' 
" 

e '' 
~ 

'":" ' ' ­" " ' 

I 
a 

1:1. Sheikh." 
lDamietta 

AssiiL 

-" '.','," "',,, ,: '... .'/ 

florbh S;inai 
New Vtl].]E!Y """ : : .. .. "; 

-,. 
"... 

-­ 2 
-'"...."" 

... . .• 

Title III 
AID Grant 

TOTAL 

$ 15 

$15 

$ 15 
$ 30 
$h$ 

$ 15 
$ 60 

75 

$ 15 
$5 
$ 

$ 15 
($ 30) 

$ !5 

1/ 

Cumulative Totals $ 15 $ 60 $135 $195 $2ho 

AiuddiLionul simiof $30,000,000 
for the lasL u]even govrnorates. 
di 3bmluvlexiL:s. 

will be required to fully fund the third year 
This will be the final year of Title III 
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ANNEX J 

Environmental Analysis-

The environmental analysis of Basic Village Services is contained in 
Annex VIII of the Project Paper and summarized in pages 39-40. 

This 	analysis was based on the premise of three major categories of 
rural infrastructure projects: rural roads, water supply and 
sanitation, and canal maintenance and reconstruction. To date the 
vast 	majority of BVS-funded activities fall into these categories.

Furthermore, the guidelines for future funding issued by the
 
Interagency Committee and ORDEV insure that these three categories

will 	continue to account for the vast majority of BVS activities.
 
Thus, the environmental analysis incorporated into the Project Paper

is still valid for this amendment.
 

The environmental analysis made two general recomendations that can
 
be summarized as:
 

a) The Activity contractor should hire a full-time, resident 
environmental consultant responsible for environmeital
 
components of training programs and to provide technical
 
assistance to local units;
 

b) 	 An environmental analysis should be made on each
 
sub-project as appropriate.
 

The first recommendation cited above has clearly been implemented,

and the environmental consultant (Mr. Philips B. Cheney of
 
Chemonics) is currently implementing the second recommendation.
 

In fact, the environmental consultant has focused attention on the
 
serious problem of high ground-water levels in several 
Governorates. As a result this focus, the IAC and ORDEV will 
require that local units installing potable water systems in problem 
areas also install adequate drainage systems. 

In addition, the IAC will require that Governorates where the high
 
ground water problem is critical concentrate their BVS funds on
 
drainage activities.
 

(The Chemonics environmental recommendations for Basic Village

Services are summarized in a memorandum to USAID dated
 
November 30,1981.)
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I. Summary and Recomendations 

A. Activity Title: Decentralization Support Fund (Amendment 1) 

B. Activity Number: 263- (Decentralization Sector Support)
 
PAAD
 

C. Coordinating Agency: 
Ministry of Investment and International
 
Cooperation - Department of Economic
 
Cooperation with U.S.A.
 

D. Implementing Agency: 	21 Rural Governorates and Cehtral Department

for Local Government - Ministry of Investment 
and International Cooperation 

E. Activity Budget: U.S.$. 100.0 Million
 

F. Life of Activity: 5 Years
 

G Total Activity Costs: 	U.S.$ 120.0 Million composed of:
 
U.S.$ 100.0 Million AID Grant Funds
 
U.S.$ 20.0 Million GOE Contribution
 

H. 	 Goal: To assist the GOE to achieve its policy objectives in 
economic and administrative decentralization. 

I. Purpose: To support 	and accelerate the process of administrative
 
decentralization to rural governorates by increasing investment

budgets under their jurisdiction for procurement of capital

equipment.
 

J. 	Activity Outputs
 

(1)Equipment - as determined by governorates to be necessary
in accord with local priorities - in operation, directly
providing basic services directly to residents of the 
governorate. 

(2)Administrative planning and management experience gained by
governorates indeveloping requirements, budgeting, preparing

specifications, deploying and maintaining equipment.
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Total 
K. AID Activity Inputs: Original PP US $ Amended US $ 

(1)U.S. Goods for Governorates 48,730,000 98,700,000 

(2)Technical Consulting Services 640,000 440,000 

(3)Evaluation 305,000 305,000 

(4)Contingencies/Training 325,000 555,000 

TOTAL 50,000,000 100,000,000 

L. GOE Inputs: US $ mil. US.$ mil(Equiv.) 

(1)Operation and Maintenance Costs 9,674,000 14,643,000 

(2)Inflation (LC Services) 3,071,000 

(3)2% for procurement and services 
rendered by TEC & EGC 180,000 1,786,000 

(4)Inland Transportation 146,000 500,000 

TOTAL 10,000,000 20,000,000 
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M. Reconmmendation:
 

AID approve an allocation of up to $50.0 million under the
 
Decentralization Sector Support, of this up to $1.0 million will be used
 
for local currency costs (i.e., liaison team and contingency funds).
 

II.Activity Description
 

A. Activity Background and Problem Statement
 

The impetus for the Decentralization Support Fund (DSF) came from the
 
convergence of three important trends in Egyptian local government which 
form the background of the activity and provide, in summary, both a 
statement of the problem and a description of the opportunity. 

The first trend has been a consistent effort on the part of the GOE to
 
decentralize authority. The present local government structure came into
 
being inthe late 1960s when the village council was created and endowed
 
with a set of defined responsibilities. Although the grant of authority
 
was minimal, this was at least a beginning which fostered more open
 
discussion of village needs, resources and goals. Encouraged by these
 
developments and pressed for more effective local development, in 1975
 
the GOE promulgated a revision of the local government structure.
 
Village councils were elected, given more power and their taxing
 
authority was widened. Governors were accorded many of the decisions
 
once made by central ministries; and a new unit, the district or markaz,
 
was created to bring technical services closer to the villages. With the
 
added insight of experience, the GOE re-emphasized decentralization in
 
1979 local government law revision by strengthening the governorate and
 
expanding village authority inActivity selection, finance and operation
 
under law 50 of 1981. In just over a decade Egyptian local government
 
has become, at least inlaw, one of the most decentralized systems inthe
 
developing world.
 

The second trend, less positive, has been a decline incapital investment
 
inthe rural sector, particularly during the 1960-1975 period. Though
 
investment was relatively stable averaging between LE 52 and 54 million
 
rising demand for food and social services brought about by rapid
 
population growth outpaced investment. Rural areas suffered through a
 
widespread deterioration of small scale infrastructure which has provided
 
a vital link in sustaining economic and social livelihood. Not only did
 
construction dwindle, but maintenance and reconstruction fell off, adding
 
to the decline. In the recent past approved investment budget
 
allocations have averaged about 10 percent of requests submitted by the
 
governorates. In1978 and 1979 investment level budgets approved for
 
governorates represented only 3 percent of total public sector
 
investment. In 1980 and 1981, however, while requests stayed about the
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same, approvals of investment budgets increased to about 30 and then 35
 
percent, reflecting increasing GOE commitment to decentralization.
 
Despite these increases, however, the estimated shortfall in governorate

investment budgets for 1980 totals some LE 500 million, thus indicating a
 
significantly high level of unsatisfied demand for investment budgets in
 
rural governorates.
 

The third trend has been the gradual growth of local administrative
 
experience. Substantial experience has been gained inmany areas of
 
local government administration, but a lack of institutional and
 
personnel capacity remains in critical development roles. Recent field
 
studies in rural areas which touch on local government indicate
 
deficiencies in trained personnel, organizational arrangements and
 
management skills. The need for planning, budgeting and Activity
 
management appear at all levels. A new activity, Decentralization
 
Planning and Management, isdesigned to support the process which will
 
encourage the introduction of development planning and management systems

in local government from village to regional levels.
 

Although these trends point to problems they underline as well
 
significant opportunities. USAID has a substantial comitment both
 
underway and planned in support of the GOE's policy of decentralization
 
which it believes over time should make substantial contributions to both
 
productivity and equity in Egypt. Projects underway include Development

Decentralization I (DDI), and Title Ill/Basic Village Services (BVS),

which aim at strengthening the capacity in governorates and villages to
 
plan, manage; implement and maintain locally chosen income generating and
 
basic infrastructure projects. This activity, the Development Support

Funa, is helping accelerate the decentralization process in governorates

by increasing the governorate's capital investment budgets - thus
 
addressing concerns outlined inthe first two trends discussed above.
 
Training of governorate staff, while not a part of this Activity isan
 
important aspect of the decentralization process and a new Activity,

Decentralization Planning and Management, has been submitted. 
Such
 
training together with a comprehensive decentralization effort in the
 
future of the Decentralization Sector Support.
 

B. Goal
 

The goal of this Activity is to assist the GOE to achieve its policy

objective ineconomic and administrative decentralization. Such
 
decentralization ispremised on the assumption that increased local
 
government responsibility for local development activities will result in
 
a more equitable and self-sustaining development process relevant to both
 
national and local interests.
 



C. Purpose
 

The purpose of the Decentralization Support Fund Activity is to support
 
and accelerate the process of administrative decentralization to rural
 
governorates by increasing investment budgets under their jurisdiction.

While under this Activity the most immediate result will be capital
 
equipment, the infusion of the equipment itself and the experience gained
 
through the planning and procurement phases of the Activity should
 
greatly strengthen the decentralization process.
 

D. Rationale
 

The strategy used to gain the purpose rests on the pressing need for
 
equipment at the governorate level to provide essential services to
 
governorate population. The deficit inneeded equipment brought about by

inadequate investment during the 1960s and 1970s has led to a serious
 
deterioration inmany basic services. As a result, the inadequate, or in
 
some cases, the complete lack of vital services (e.g., sanitation,
 
ambulance and firefighting equipment, water systems, etc.) limits
 
opportunities for increased social and economic benefits to the rural
 
population. By making funds for equipment available to governorates,
 
services can be expanded and existing infrastructure better maintained.
 
There is a clear distinction between the BVS Activity and the DSF. In
 
the case of the former, emphasis ison village level systems, i.e.,
 
village sanitation, village roads, etc. In the case of the latter,
 
however, the equipment will be used to expand or maintain more complex

and generally governorate-wide systems. Linkage between the two will be
 
considered indeveloping future equipment needs.
 

The increased resources provided by USAID to the governorates under this
 
Activity should also serve a "pump priming" action which should increase
 
budgetary flows inthe future. This will be brought about by two
 
factors; first, because the administrative and technical capabilities in
 
the governorates for handling larger ir!estment levels (i.e., the
 
experience gained by doing) will be demonstrated and, second, because
 
increased resources once available will create a strong, popular demand
 
for their continuation. The Mission isundertaking a budgetary baseline
 
analysis with CAPMAS and will be looking to the presentation of the 1983
 
Investment Budget to the National Assembly inJune 1982.
 

The Decentralization Support Fund provides a foreign exchange facility

through the structure of the GOE budget for governorates to purchase
 
needed capital equipment. Analysis of governorate equipment needs, point
 
to a strong requirement for foreign exchange financing considerably in
 
excess of the funds to be made available under this Activity, likely to
 
be available inthe Investment Budget, and that the type of equipment

needed lends itself to U.S. procurement under AID Regulation I procedures.
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The decentralization process in governorates is new and untested. 
It
 

appears to have enthusiastic support from President Mubarak, 
most senior
 

cabinet officials, and the various governors. Procedures and
 

administrative mechanisms remain to be developea and tested 
and the
 

inevitable tensions arising from the introduction of this 
new
 

At present, in this and other similar
governmental initiative resolved. 


activities, USAID is at the forefront of the decentralization 
process and
 

as governmental procedures evolve and are revised, so will 
it be
 

necessary for the USAID to revise some of its decentralization
 

It is this reason that the Mission has prepared a new
mechanisms. 

sectoral decentralization effort in FY 1982.
 

E. Activity Outputs, Inputs
 

This Activity provides foreign exchange financing under AID
 

Regulation I procedures to purchase equipment for rural governorates
 

in order to assist them in expanding and maintaining services 
ana
 

existing infrastructure. It also includes funding for the local
 

hiring of a local technical consultant to assist governorates, 
the
 

Ministry of Investment and International Cooperation, the Ministry
 

of Planning and USAID in the activity implementation. 
In addition,
 

The GOE provides
funds are included to evaluate activity results. 


operation and maintenance funding to support the equipment, 
staff
 

time devoted to the activity on the part of central government
 

ministries and governorates, contract procurement services, 
and
 

Major activity
inland transportation to distribute the equipment. 


outputs will be varieties of capital equipment (as determined by
 

governorates in accord with local priorities) in operation directly
 

providing services and maintaining infrastructure which 
supports
 

large elements of the rural population. An additional output will
 

be increased capabilities and experience gained by governorate 
staff
 

in the planning, procurement and operation of capital equipment, 
and
 

in utilizing ano relating these components to other local-level
 

development activities.
 

bjectives
F. Relationship to Development 


1. Relationship to GCE Objectives
 

The GOCE objectives, particularly those concerning aecenLralization
 

of administrative and governmental authority, are stated in 
the
 

explanatory memorandum which preceded issuance of the 1981 
Local
 

Government Law and its Executive regulations. Among the most
 

important of these are:
 

(a) The need to support and cevelop local government in order to
 

transfer central authority to localities.
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(b)The need to support local government units to solve problems
 
locally.
 

The DSF is indirect support of these objectives.
 

2. Relationship to the Mission CDSS
 

The 1982 CDSS includes decentralization as a major element of AID
 
strategy inEgypt consistent, as previously noted, with the aims of
 
the GOE. Inparticular, the CDSS emphasizes that decentralization
 
is aimed "at fostering local administrative initiatives in the
 
interest of greater operational efficiency and at broadening the
 
role and responsibilities of project managers throughout the
 
structure of public sector". Itwas also pointed out that weak
 
localgovernment has "meant that the people concerned have had little
 
voice indetermining what kinds of social and other governmental
 
services are most important to them..." As described earlier, by

increasing investment resource flows to the governorates the DSF
 
should foster greater local efficiency and initiative.
 

3. Relationship to USAID Activities
 

The DSF relates generally to many USAID activities concerned with
 
the process of decentralization. By focusing on the governorate,
 
and building local capacity for administrative and governmental
 
actions, the Activity will contribute to and parallel other
 
activities in support of decentralization as well as such activities
 
as rural health, social welfare, etc. Similarly, as the sub-project
 
encourages local decision making inmatters affecting the choice,
 
and the financing of capital/equipment, this experience can be used
 
to underpin human service activities conceived at the local level.
 
This Activity will involve many of the same governorate officials as
 
does the DD I and BVS activities. More specifically, this Activity

relates to the following ongoing and planned activities.
 

(a)Development Decentralization I
 
(b)National Urban Policy Study
 
(c)Provincial Cities
 
(d)Basic Village Services
 
(e)Neighborhood Urban Services
 
(f)Basic Education
 
(g)Decentralization Planning and Management
 

'i2
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4. Relationship to Other Donor Activity
 

There are at this time no other donor activities in rural areas
which would in any way conflict or duplicate activities proposed

under this activity. Ongoing activities of major donors impacting

on rural areas are very limited in purpose and funding. Unlike the
DSF they tend to be site specific, discrete in nature, and limited

mainly to technical assistance. Moreover, to our knowledge, none
have explicitly linked donor assistance to the decentralization
 
process. 
The success of this Activity and other AID activities in
this area should result in increased donor interest in the process

of decentralization.
 

III.Activity Analysis
 

A. Implementation Plan
 

Through experience gained during implementation of the first tranche
 
of DSF (0143), USAID has developed valuable insight into the
organization and functioning of rural governorates. Based upon this
 
experience, USAID and the GOE have designed the implementation plan,
 
to the maximum extent, upon existing procedures and organizations.
 

In the main, Activity implementation is based upon procedures

developed under the Commodity Import Program, however, some of the
 
conditions under which the DSF operate differ from those under the

CIP. First, the raison d'etre of the CIP is to provide a foreign

exchange mechanism for relief of balance of payments problems. 
 In
 
contrast, the DSF, while providing foreign exchange for equipment

imports, has as its ultimate objective support of decentralization
 
process. Second, the CIP has been, for the most part,

geographically centralized while the DSF has 21 geographically

dispersed clients; this brings about a need for coordination and
 
consolidation of requirements. Third, present users of the CIP are
by now generally attuned to such processes as requirements analysis,

performance specifications, technical specifications and the like.

Clients of the DSF had less direct experience with such planning

procedures but responded well under the initial tranche. 
Finally,

users of the DSF (governorates) may have greater difficulties in
 
assuring maintenance of equipment.
 

To accomodate these differences, the following elements have been
 
added to the DSF. 
First, overall activity management within USAID

has been assigned to the Office of Local Administration and
 
Development within the USAID/DRPS. This assignment has been made in

order to emphasize the activity's relationship to the
 
decentralization process and to assure that such considerations
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as the appropriateness of equipment relative to needs are given full
 
attention. It also permits direct engineering and technical support

from DRPS. Secondly, the Ministry of Investment and International
 
Cooperation acts as an overall coordinator of the Activity in such
 
functions as assuring conformance with eligibility criteria,
 
consolication of requirements anc centralized procurement. In
 
ceveloping procedures under the initial tranche, the Ministry of
 
Investment ana International Cooperation contracted with two public
 
sector trading companies to provide the following procurement
 
services: receive bids; evaluate bids; recommend awards; sign
 
contracts; open letters of credit; inspect equipment prior to
 
shipment; clear equipment thru customs; deliver equipment to
 
governorates. These services are met from the GOE contribution and
 
have been at a high professional stanaard. Third, several local
 
consulting engineers have been hired by USAID under the general
 
rubric of a "Technical Liaison Group" to assist governments in the
 
development of equipment lists, outlining perfornance
 
specifications, monitoring equipment utilization, etc. They have
 
also been instrumental in enabling governorates to devise the
 
requirements analyses system and other Activity safeguards to assure
 
proper utilization and maintenance performance.
 

Before turning to a description of the sequencial steps of Activity
 
implementation it would be useful, to outline major responsibilities
 
of the organizations involved in DSF implementation; i.e., the
 
Ministry of Investment and International Cooperation and the
 
Ministry of Planning, the-governorates, and USAID.
 

(a) Ministry of Investment and International Cooperation - As in
 
the case of the Commodity Import Program, the Ministry of Investment
 
ana International Cooperation is responsible for making initial
 
allocations to governorates (with modifications as discussed below),

reallocations ana further 3stablishment of eligibility criteria for
 
equipment. The Ministry is also responsible for activity

evaluation. These functions are carried out by the Department of
 
United States Economic Cooperation. This Department acts as a
 
mechanism for channeling technical assistance to governorates,
 
reviewing governorate equipment submissions for eligibility,
 
arranging whenever possible for consoliaating procurement,
overseeing actual procurement, and port handling, customs clearance, 
and internal aistribution of the equipment financed under the 
Activity. To stregnthen the capacity of the MOIIC to carry out its 
responsibilities, AID has financed consultant technical services, in 
particular, the consulting services (Egyptian senior engineers
 
forming the Technical Liaison Group) are assisting governorates to
 
develop requirements, equipment lists and performance specifications.
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(b)Ministry of Planning - The Ministry of Planning is responsible

for coordinating the TLG's visits to the Governorates and in
 
advising the Governorates of the nature and purpose of the

Activity. In addition, the IMOP is responsible for reviewing

requirements analyses to assure they are within the framework of the

GOE 5-year plan. MOP will also be an active element in the
 
evaluation of the DSF inthe future.
 

(c)Governorates - The governorates are responsible for analyzing

their respectve capital assistance needs, determining priorities

for the investment budget and for development of performance

specifications. In developing these specifications, the
 
governorates have had the assistance of the Technical Liaison

Group. The governorates also approved technical specifications

after being developed by the Technical Liaison Group. In addition,

where necessary and at the discretion of the Governors, assistance

of the central ministries can be called upon to assist inmore
 
complex procurements. It isanticipated, however, that most
 
procurements will be of standard, relatively uncomplicated items of
 
equipment. Following procurement and delivery of equipment, the

various governorates will be responsible for its operation and
 
maintenance.
 

(d)USAID - USAID's role inmonitoring and supporting Activity

implementation isessentially fourfold. 
First, it isconcerned with

Activity implementation within the context of decentralization;

i.e., the extent to which the various governorates are progressing

in their ability to determine requirements, set priorities, develop

specifications, as well as manage, operate and maintain capital
equipment. 
Second, ithas reviewed the screening of governorate

analyses of requirements, equipment lists and performance

specifications by the Ministry of Investment and International
 
Cooperation to assure general appropriateness and conformance with

eligibility criteria. Third, it is assisting the Ministry of
 
Investment and International Cooperation in the development of
technical specifications and inthe bidding and procurement
 
processes. 
Finally, itworks with the Ministry of Investment and
 
International Cooperation in its evaluation of the activity.
 

These arrangements were confirmed in satisfaction of initial CPs and
have proved entirely satisfactory. The Ministry of Investment and
 
International Cooperation confirmed the allocation to Governorates
 
and have completed the process for the first allocations.
 
Governorates have been notified of allocations to their individual
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governorate investment budgets. All governorates except the more
 
urban governorates of Cairo, Alexandria, Port Said, Suez and
 
Ismailia are included in the DSF. The 21 governorates included in
the DSF each received an initial allocation of $2.3 million. The
 
USAID and GOE agreed that from a practical and political standpoint

initial allocations would be on an equal basis. From USAID's
 
experience under the BVS and DD I Activities, as well as

reconnaissance undertaken in develoment of this Activity, it is
 
clear that this level iswell below the potential investment needs
 
of governorates since the shortfall in 1981 between requests and

approval in the 21 governorates is on the order of $500 million. Of

this $500 million, over one-fourth has been identified as a foreign

exchange requirement. At the same time the DSF represents a real

increase of almost 20% in the investment budgets of the 21
 
governorates, which should be of sufficient size to have a

significant impact on the governorate's services without taxing

their capabilities.
 

The Ministry of Investment and International Cooperation (Department

of U.S. Economic Cooperation) and USAID have set eligibility

criteria for equipment. Ingeneral terms, the equipment must be:
 

(1)in general conformance with the 5 Year Plan.
 

(2)cost effective and appropriate to its intended use.
 

(3)of benefit to a broad segment of the population.
 

(4)easily operated and maintained and within the financial
 
capabilities of the governorate to maintain it.
 

(5)necessary inrelationship to the type and amount of
 
equipment already owned by the governorate.
 

Restrictions beyond those standard to AID financing are relatively

few. Equipment is limited to use by governorates. Public and

private sector commercial users are not eligible. (Both already

have access to foreign exchange through other mechanisms.)

Limitations have also been placed on establishing or increasing

force-account capacity of governorates inorder to encourage

expansion of private sector contractors inthese areas. For
 
example, a 
large grader or dump truck used for road construction is
 
not eligible for Activity funding if itwould create or increase the
 
governorates' road building capacity but a small grader or dozer, a

6-ton dump truck, or a 
small front and end loader with a backhoe
 
attachment to be used for road maintenance iseligible.
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While allocations were being made to the governorates and criteria
developed, AID contracted for and began to use the Technical Liaison
Group (TLG). The MOIIC had submitted a list of generic equipment
immediately needed by the governorates. USAID went ahead with the
procurement of generic items after extensive consultation with the
governorates. The generic items were in real demand and reflect
popular problems. The equipment was actually allocated to the
governorates based on a subsequent assessment of requirement

analyses. Following notification of increases in investment budgets
and upon receipt of eligibility criteria, the governorates analyzed
their capital assistance needs, and developed requirement lists,
performance specifications and technical specifications. The
Technical Liaison Group has assisted them in this task, and in

particular attempted to ascertain that:
 

(1) the type of equipment requested is reasonably suited to the
task envisioned.
 

(2) the quantity of new equipment requested is reasonable in

light of existing equipment inventories.
 

(3) performance specifications for new equipment insure its
 
compatibility with existing equipment.
 
(4) the cost of the equipment is reasonable in light of its
 
intended use.
 

(5) periodic maintenance is possible and probable.
 

(6) the equipment meets AID and any GOE commodity eligibility
requirements which is established for the Commodity Import

Program.
 

Each governorate submitted the requirement analyses, proposed

equipment lists, and performance specifications to MJP/MOIIC and
USAID for review. The MOIIC (assisted by the Technical Liaison
Group) reviewed performance specifications for equipment to be
procured under the Activity. 
In carrying out this function, the
MOIIC confirmed that specifications were appropriate for the use
intended. 
The MOIIC assured to the maximum extent possible, the

uniformity and compatibility of equipment procured under the
Activity and took into account any special problems of procurement

and the cost of the equipment.
 

Upon receipt of the requirements analysis and performance

specifications for equipment requested by the governorates and
reviewed/approved by the MOIIC, they were submitted to USAID for
final consideration. 
The USAID then advised the Technical Liaison
Group and the governorates, as required, in the development of
 
technical
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specifications and bulk procurement packaging. 
USAID, in
coordination with the MOP/MOIIC, Technical Liaison Group, and AID/W
Office of Commodity Management (SER/COM) developed and refined
technical specifications so that they were appropriate for bidding,
and ascertained that each IFB issued included as appropriate: (a)
sufficient allowance for spare parts (standard spare parts allowance
is 20%); (b)provision for familiarization courses 
(U.S. and/or
Egypt) to ensure proper utilization and maintenance of equipment and
(c) allowance for special maintenance tools, supplies and training.
 

SER/COM, after receiving USAID's, the governorates', and the MOIIC's
concurrence on specifications and terms of the IFB, proceeded with
the issuance of the IFB notifications of the procurement in the
U.S., and forwarded copies of the IFB to the Egytian Embassy in
Washington, D.C., for distribution to interested U.S. suppliers, as
well as to USAID and the governorates.
 

The M)IIC had contracted two public sector companies as part of the
GOE contribution, to receive bids in Cairo and open them on bid
opening date in the presence of a USAID representative. USAID,
after examining proposed awards to ensure that they were in
accordance with IFB's terms and conditions, issued a letter of
instructions to the purchasing companies (TEC & EGC) regarding AID
procedures to be followed in finalizing the purchase contracts and
opening letters of credit. 
TEC and EGC will assure proper handling
of equipment once it has been received in country, its passage
through customs and its delivery to the governorates. They will
also be responsible for preparation of receipt reports and other
 
required documents.
 

Governorates will be encouraged to fully program their initial
allocations, but experience indicates this will likely require some
internal shifting of requirements in governorate budgets and
possibly some additional retendering before the entire process is
fully and institutionally being applied.
 

B. Administrative and Technical Analysis
 

1. USAID Capabilities
 

The USAID Office for Local Administration and Development (LAD)
under the Assistant Director for Development Resources and Program
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In addition, USAID's Office of Local Administration has
 
responsibility for review of governorate requirements analyses,

equipment lists, and performance specifications. Inthe former
 
context, all individual purchases for one governorate for one type

of equipment over $1 million where construction, expansion or
 
alteration of a physical facility is involved, are reviewed by the
 
USAID on the same basis as the activity justification paper is now
 
prepared under the Commodity Import Program. Responsibility for
 
review of technical specifications and liaison with the Ministry of
 
Investment on bidding and procurement is also undertaken by the
 
Office of Local Administration and Development in coordination with
 
the Office of Commodity Management and Trade to insure that there is
 
no duplication of activities. End-use checking is the
 
responsibility of the USAID Controller's Office.
 

2. GOE Capability
 

The Ministry of Investment and International Cooperation Department

of U.S. Economic Cooperation, at the macro level, i.e., making

allocations, reallocations, establishing criteria, etc. has
 
extensive experience under the Commodity Import Program and few, if
 
any difficulties should be experienced at this level. 
 The MOIIC has
 
had less direct experience with the bidding and procurement

procedures under AID Regulation I. To meet their requirement,
 
contracts were extended to Tractor &.Engineering Co and Engineering
 
General Co.
 

Capabilities at the governorate level varies. 
Many governorates

already experience in Regulation I type procurements through the
 
Commodity Import Program and in the original DSF Activity. Most
 
governorates also have gained experience in establishing

requirements and in developing priorities. The very nature of the
 
DSF, however, that of shifting the major responsibility for
 
decisions and planning from the central ministries to the
 
governorates, introduced a new approach to the governorates. In
 
addition, Regulation I introduced new procedures. Therefore, the
 
support of the Technical Liaison Group has been important,

particularly in the development of specifications.
 

Another area of capability that is kept under review is the question

of maintenance of equipment. To minimize the problem:
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2.The Technical Liaison Group have certified in its submissions
 
of requirements analyses, that maintenance capabilities for
 
given items of equipment are inplace or being prepared.
 

3. Spare parts have been ordered, as appropriate, in the same
 
IFB and bought as part of the same contract as the original
 
equipment.
 

4.When appropriate, only suppliers having maintenance
 
capability inEgypt will qualify as equipment suppliers.
 

S. Instructions regarding use of and preventive maintenance on
 
equipment have been ordered inthe same IFB and included as part

of the contract purchasing the original equipment when
 
appropriate. Operation and maintenance training is required
 
with all equipment ordered.
 

C. Economic Analysis
 

(See original PP)
 

D. Financial Analysis
 

The Activity will total $ 120 million of which $ 20 million will be
 
provided by the Government of Egypt (GOE) as counterpart to the
 
Activity. The Activity funding period extends from December 1980
 
through 1985. Tables I and IIFinancial Plan and Projection of
 
Expenditure reflect projected costs by specific inputs, by cost
 
elements and by foreign exchange and local currency. A sunmary of
 
projected costs by element and source of funding follows:
 

(U.S. $000) 

Projected Costs 

Activity Element AID GOE Total 

Equipment 98,700 18,214 116,914 

Contract Services 
(ncl. Eval. & Contingency) 

1,300 1,786 3,086 

TOTAL 
100,000 20,000 120,000 
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As reflected inTable I all foreign exchange requirements of this
 
Activity ($ 99 million) will be financed by AID. These requirements,

which comprise over 99% of the total Activity will be primarily

associated with the procurement of equipment for 21 governorates , and
 
the financing of a decentralized evaluation team. An estimated $995,000

of AID funds will be utilized for local currency expenditures to support

the cost of the Technical Liaison Group which will provide in addition to
 
the necessary liaison links among the governorates, the implementing

ministry and USAID, the service as a procurement coordinator of GOE's
 
contribution of $20.0 million, 98% will cover costs associated with the
 
maintenar~c, operation and in-land transportation of equipment purchased

by AID. The remaining 2% incounterpart funds cover costs of salaries
 
for central government as well as governorate's staff members involved in
 
the equipment procurement activity.
 

An inflation provision was made for GOE local cost services. Inaddition
 
to inflation a $555,000 contingency and training fund isallocated to
 
Contract Services element of the Activity. This fund will be used for
 
increasing the scope of the liaison team, and to provide additional
 
assistance to governorates in developing planning capacity and trained
 
technicians.
 

Details involved in costing Activity elements follow:
 

1. Equipment
 

(a)Procurement
 

For budgeting purposes the equipment element of this Activity has been
 
divided into three categories: heavy, light, and miscellaneous. These
 
three categories comprise the following types of equipments:
 

Heavy: Graders, Loaders, Bulldozers, etc.
 
Light: Water, Sewerage Pump and Garbage Trucks, Ambulances,
 

Utility Vehicles, etc.
 
Miscellaneous: Health and Lab. Equipment, Educational Aids, etc.
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Of the $98.7 million provided by AID under this Activity element,
50%, 35% and 15% have already been allocated for heavy, light and
miscellaneous equipment, respectively.
 

The approximate cost and number of units per category follows:
 

Real Value
 
(inUS $000)
 

Category Number

Equipment Of Units Per Unit 
 Total Units 

Heavy 620 $ 80 $ 49,600Light 880 
 40 35,200

Miscellaneous Various Various 
 13,900
 

TOTAL
 
Averages are based on equipment prices estimated at 1981 prices.
 

Vt/ 
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(b)Maintenance and Operation
 

Based on analysis performed by the Mission, maintenance and
 
operation costs were estimated to be 10% the 
first year utilizaticn
 
takes place and 20% thereafter.
 

(c)Inland Transportation
 

Inland transportation costs for all equipment has been estimated at
 
LE 500,000. This iscovered by the GOE contribution.
 

2. Contract Services
 

(a)Liaison Team
 

This element will provide 240 person months of technical services to

the Activity, at an average cost of $1,500 per person month.
 

The 240 person months include 3 individuals during the first 14

months of the Activity and 4 individuals during the remaining 46

months , plus specialized - need short term consultants. 

The GOE contribution is based on the nunber and time of personnel

allocated by governorates as well as by the central government for
the the equipment procurement activity. For each governorate budget

estimates are based on 5 positions for three months during each
 
procurement cycle and for the central government are based on the
 
cost of 2 full-time positions for two years.
 

b. Evaluation
 

This Activity forms an integral part of USAID's decentralization

portfolio. The Mission plans to incorporate the evaluation of DSF
within the overall scheme of decentralization evaluation planned by

the USAID. 
However, the Mission intends to undertake a review of
 
budgetary developments with the introduction of the 1982/83

Investment Budget inJune 1982. Inaddition a 
management assessment
 
of the DSF as a development tool will be developed later this year

to measure the impact of equipment utilization.
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E. 	Social Soundness and Beneficiary Analysis
 

No change
 
(See original PP)
 

F. 	Covenants and Conditions
 

1. A condition which requires the GOE to provide equipment
 
eligibility criteria acceptable to USAID.
 

- MOIIC has submitted on December 1980 to USAID an acceptable 
equipment eligibility criteria. 

2. 	A condition which requires that the GOE will channel all
 
Activity funds allocated to the governroates through the
 
national budget.
 

- The Technical Liaison Group has determined that the GOE has 
channeled LE 75,000 to each Governorate in the Investment 
Budget of 1982. Additional allocation is scheduled to be 
made in FY-1983 budget. 

3. 	A covenant which will ensure that of resources provided by the
 
GOE will be in the nature of additional budgetary resources, and
 
not replace existing allocations.
 

- Resources provided by GOE to the Governorates are additional
 
budgetary support according to IMOP letter to the Governorates
 
dated January 1981.
 

4. A covenant which will ensure adequate maintenance of equipment
 
financed under the Activity.
 

- Approximately 20 percent of total equipment value is
 
earmarked to maintenance and operation cost.
 

5. 	A covenant obligating the GOE to provide the necessary staff
 
required for Activity execution.
 

- The GOE has demonstrated so far, full cooperation in
 
implementing this project in the central ministries as well
 
as the 21 Governorates.
 

6. A covenant ensuring that environmental factors will be taken
 
into consideration in determinig the types and anticipated uses
 
of equipment procreed under the project.
 

- The GOE assured USAID that this factor is being taken in 
consideration in the implementation of this project. 
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7. A covenant ensuring that refunds will be made to the grantee by

the governorates where equipment financed under the.project is
 
not inaccordance with the terms and conditions of the Grant
 
Agreement.
 

- This was covered in the original Project Agreement signed on
 
September 28, 1980.
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ANNEX 

Utilization of Funds Within Original Activity
 

Area o Address Type of Equipment Number Estimated Value Distribution 

Sanitation Sewage Dumping Trucks 
Water Spray Trucks 
Refuse Collection Truck 
Sewage Pipe Cleaning 
Misc. and Spare Parts 

150 
75 
12 
6 

$ 6,000,000 
2,625,000 

780,000 
480,000 

2,965,000 26.4% 

12,850,000 

Earthing Moving 
& Road Mainten­
ance 

Bulldozers 

Motor Grader 
Dump Trucks 
Loaders 
Road Rollers 
Granes 
Misc. & Spare Parts 

22 

39 
105 
30 
15 
10 

3,100,000 

2,424,000 
4,200,000 
1,650,000 
400,000 

1,000,000 
3,832,000 34.1% 

16,606,000 

Civil Protection Fire fighting trucks 
Fire fighting trucks(heavy) 
Fire fighting boat 
Mobile Hospitals 
Misc. and Spare Parts 

85 
3 
1 
4 

8,000,000 
500,000 
200,000 
600,000 

2,790,000 

12,090,000 24.8% 

Water and Food Refrigerator Trucks 
Water Purification Units 
Water Desalination Units 
Deep Well Pumps 
Misc. equip. & Spare Parts 

6 
13 
8 

160 

500,000 
1,100,000 
2,000,000 
1,000,000 
1,380,000 

5,980,000 12.3% 

Misc. & Excess 
Property 

Equipment and 
Mobile Workshops 1,204,000 2.4% 

GRAND TOTAL $48,730,000 100.0% 
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TABLE I 

DECENTRALIZED SUPPORT ACTIVITY 
SUIV Y COST ESTIMTAD INA PLAN 

(INU.S. $000) 

AID GOE 
 TOTAL
 

Activity Element 
 FX LC LC FX LC
 

I. Equipment
 

Procurement 98,700 
 98,700

Maintenance & Operation 
 ---- --- 14,643 --- 14,643Inland Transporation 
 --- - -- 5000- --- S00Inflation(LC Services) 
 ---- --- 3,071 --- 3,071 

TOTAL 98,700 18,214 98,700 18,214
 

II.Contract Services
 

Liaison Team 
 --- 440 --- --- 440Procurement Services (2%) 
 --- --- 1,786 --- 1,786Evaluation 
 305 ft--. 305Contingency/Training 
 -- 555 .. --- 555 

TOTAL 305 995 "1,786 305 2,718
 

ACTIVITY 'IOTAL 99,005 995 * 20,000 99,005 
 20,995
 

* Preliminary 
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TABLE II 

DECENTRALIZED SUPPORT ACTIVITY 
ESTIMATED DISBURSDMENT SCIEOULE 

FISCAL YEAR 

1981 1982 1983 1984 1985 TOTAL 

Project Element AID GOE AID GOE AID COE AID GOE AID GDE AID GOE 

I. Equipment 

U.S. Goods 
Maintenance and 

Operation -.---

Inland Trans­
portation ---

Inflation (LC Services) 
---
---

26,000 

---

---
---

---

1,575 

100 
353 

27,000 

---

---
---

---

4,625 

125 
900 

25,000 

---

---
---

---

4,320 

135 
915 

20,700 

---

---
---

---

4,123 

140 
903 

98,700 

---

---
---

--­

14,643 

500 
3,071 

TOTAL 200---0 2,028 27,000 5,650 25,000 5370 20,700 5,166 98,700 18,214 

II. Contract Services 

Liaison Team 200 
Procurement Services 

(2) ---
Evaluation ---
Contingency/ 
Training 25 

---

---
---

---

240 

---
---

1OS 

---.---

400 
---

---

---
100 

125 

---

500 
---

---

---
100 

150 

---

440 
---

---

---

---
105 

150 

446 
---

---

440 

---
305 

555 

--­

1,786 
--­

---

TOTAL 225 --- 345 400 225 500 250 440 255 446 1,300 1.786 

ACTIVITY 1bTAL 225 --- 26,345 2,428 27,225 6,150 25,250 5,810 20,955 5,612 100,000 20,000 



*End of Sept. 1980 DECENTRALIZATION SUPPORT FUND: IMPLEMENTATION SCHEDULE 
ANNEX 

cY 1980 Cy 1981 CY 1982 CY 1983 Cy 1984 

I. Liaison Team 

A. Scope of work 
prepared and approved 

B. Bids received and 
evaluated 

C. Contract negotiations 
D. Contractor mobilization 

xxxx 

xxxx 

xxx 

1. Information & guidelines 
sent to governorates xx 

E. tiaison team in field ~xcxxxixxxX 

II. Equipment Procurement 

A. Equipment lists prepared 
and approved 

B. IFBs prepared and issued 
C. BIDs received and opened 
D. Awards 
E. L/Cs opened 
F. Equipment shipped 
G. Arrivals 
H. Distributed to governorates 

imm 
x-i 

xixxnx 
ixx, ixx -iWi- xxX-, i -­x xxx 

ixixxxxxxxxxixxi-xuxxxxxxxxixxxx 
TyyTvTT'-y-.xx2~ xxixiixxxxxxxxxxxxxxxxix 

" 'x]xx xxxxxxxxxxxxxxXXXXXiXXXI 
xx xx xx i xixxmxIZ xxxxx-xXX XXXXXXXX xXXX 

Xxx.30ixxxiXixxxX xx xxxxxixxxxx x~x 
xx-xxxTxxxxx_- xx xxxxx X iixxxxxxxxx iXxxxxxxxx. 

III. Evaluation 

A. Scope 
B. Baseline 
C.. Special 
D. EOP Status 

xx 
ZxXx 

X3CKx 
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TO : Near East Advisory. Committee DATZ: February 11, 1982 

THRU : NE/TEdH, Lewis P. Reade
 

FROM NE/TECH/SARD, Graham lKerr, Chairperson
 

SUBJECT: ISSUES PAPER - PID- n ra ization Planning and Management - 263-0161
 

The PID for Decentralization Planning and Management (263-0161) was dis­
cussed at the Project Review Coimittee on February 5, 1982.
 

The meeting opened-with a discussion (led by Don Brown, Mission Director)
 
of the Decentralization PAAD which has been proposed by the Mission. This
 
discussion is summarized in a separate memorandum. We understand, however,
 
that regardless of the mechanism finally adopted to authorize funds for
 
the Decentralization Sector, projects comprising the package will be
 
reviewed by the Mission and AID/W in the same way as is done at present.

PIDS and PPs will be written for projects and subsequent amendments and,
 
as appropriate, will be submitted to AID/W where they will be reviewed by
 
a PRC and NEAC.
 

The PRC did not raise any issues that require clarification from the Mission
 
prior to the NEAC, but did want the following items discussed by the NEAC
 
so that appropr4ate guidance can be given to the Mission for developing the.
 
project paper.
 

Item 1: Development of the Planning System in the Governorates and Regions
 

Though..the PID states that the central activity of this project will be the
 
development of governorate planning systems (page 8), the PRC does not feel
 
that enough emphasis is given the process of establishing this system prior
 
to the training of personnel in the basic skills needed to operate the
 
system. The PP team should ensure that adequate time and staff are allocated
 
for the development of the planning and management system in each governorate.
 

Secondly, care must be taken to ensure that planning in the villages and
 
districts is developed simultaneously with governorate and regional planning

bureaucracies. Local planners may find it difficult to fit into an environ­
ment dominated by planners from higher levels of government. Once the
 
-- and governorate planners are in place they may resist initiatives
egional 

from local planners unless the system is developed from the bottom-up. It
 
is also questionable whether consultants can adequately develop the planning
 
system and train staff at all levels unless they have spent considerable time'
 

i 
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working in the villages and districts.
 

Item 2: Local Planning and Revenue Sources
 

Planners in villages, districts and governorates cannot achieve the goal

of planning to meet local needs unless they have some degree of independ­
ence from central Ministries. This requires some latitude in selectlig

and undertaking projects without approval by higher levels of government.

This also means that local revenue sources or "block" grants (such as in
 
BVS) must be available for funding the chosen projects. National control
 
of revenues will preclude effective planning because local governments

become heavily involved in developing grantsmanship rather than inmeeting

local needs and the national government always has control over how funds
 
are spent.
 

Future funding for local projects (post-AID) and local revenue generation
 
should be addressed in the Decentralization Sector PAAD.
 

Item 3: The Role of the Saggara Center
 

The PID accords a major role to the Saqqara Center of ORDEV. This center,

whose construction is just being completed, is a new institution and its
 
role In the decentralization program should be worked out very carefully

by the PP team and GOE counterparts, including the Ministry of Planning.
 

rtem 4: Review of Relevant AID Evaluations
 

Evaluation reports regarding decentralization projects in Indonesia (Oct.

'81) and Philippines (Aug. '80) have been reviewed, and we note that
 
concerns regarding central government support for decentralization, in­
stitutional development inthe governorates and sub-governorates and local
 
participation are being addressed as this project is developed.
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PROJECT IDENTIFICATION DOCUMENT 

DECENTRALIZATION PLANNING AND MANAGEMENT 

(Promotion of Local Government Project)
 

I. OVERVIEW
 

Egypt is in the process of decentralizing many development related
 
functions to regional planning offices and local government

(governorate, markaz and village). 
 The intent is to increase
 
effectiveness and popular participation in planning and implementing

local development. The various offices concerned have shown an
 
eagerness to do the work, but have not had the resources to prepare
for their new responsibilities.
 

The Decentralized Planning and Management (DPM) Project addresses
 
this problem. It will provide technical assistance, training and
 
equipment to help local government units and regional planning

offices develop their planning management and information systems.

It will also provide similar support to the new ORDEV Saqqara

Center, building its capacity to asstme the technical and 
specialized training functions of the project as 
the USAID
 
involvement phases out.
 

The project will be implemented in three phases over a five year

period beginning in 1982. During the first phase (1982-84)

technical assistance, training and equipment supply will focus on
 
building the planning system in two regions (including selected
 
governorates, markaz and villages), and developing the capability of 
the ORDEV's Saqqara Center to provide the technical and training
support for building the planning capacity of other regions. The 
second phase (1984-86) will concentrate on assisting additional
 
regions, governorates, markaz and villages build their planning,

project implementation and evaluation capabilities. 
The Saqqara

Center will take the lead in providing technical support and
 
training. External technical assistance will focus on solving

problems associated with replicating the models developed during

phase I. The third phase (1986-87) of the project will involve
 
continued expansion of Saqqara Center services to the rest of the
 
country. The foreign technical assistance will have been completed
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and the USID participation will concentrate on training support(through Egyptian consultants) and equipment supply. 

The cost will be approximately $31.4 million of which $20 million
will be contributed by AID. For annual and total budget breakdowns, 
as well as technical assistance, US and Egyptian requirements innumbers and person-months, see V. Cost Estimates, Page 20. 
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II. PROJECT DESCRIPTION
 

A. The Problem
 

Over the past decade there has been a steady increase in local
 
gove oment's responsibilities for administrative and development
 
activities. The new laws for local government clearly recognize
 
that many aspects of raising the national product and standard of
 
living are too complex and locally varied to be achieved through
 
central direction and also that centralized planning and management
 
can inhibit local initiatives to solve local problems.
 

Under the new laws the district and village popular councils are
 
rasponsible for assessing local needs and for guiding the
 
development of their communities*. Plans are to be forwarded from
 
the village to the governorate, where the governorate planning
 
agencies, together with the regional planning authority and
 
concerned ministries, coordinate and integrate the sectors into a
 
proposed annuil plan and budget. After approval by the governorate
 
popular councils and the Higher Committee for Regional Planning, the 
plan is forwarded to the Ministry of Planning. The governorate 
plans are integrated by the Ministry, in consultation with the
 
Secretariat of Local Government and appropriate other ministries.
 
Budget allocations are then made by the ministries to implement the
 
plan. "Monitoring authorities" in the governorates are charged with 
follow-up and evaluation of the plan and making monthly reports to 
the governor and the popular council. 

During the pilot project, it was found that the responsibilities
 
specified above have not been institutionalized into a functioning 
planning system**. Although the problem is well recognized there is 
still no common planning system which defines how the stages of 
planning are to be executed, how the executive and popular council 
contributions are to be made and how the planning activities at t'i. 
various levels - village, markaz, governorate and region - are to be 
integrated and coordinated within a national planning framework.
 

*For a description of the responsibilities of the governorate,
 
district, and village executive and popular councils in the planning
 
process,see PL50/1981, Part VII: Chapter 3. (Copy attached).
 

**Prior to preparation of this PID the Mission sponsored a pilot
 
project (6/80-12/80) to assess the need for this full scale project
 
and clarify the working assumptions to be used.
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Experience with the other GOE /USAID decentralization projects

indicates that local government has had relatively little experience
in identifying local needs, evaluating alternative solutions, or
designing, implementing, managing, and maintaining projects. 
There
is, however, a strongly felt need to develop this capacity. During

the pilot project that preceded this PID, each part:cipating

governorate independently requested assistance in the development of
 an information system that could be used in local planning. 
Local
government officials 
(both in the context of the DDI evaluation and
the pilot for this project), have expressed the need to plan and

integrate local use of USAID's decentralization projects DDI, BVS,
-

DSF, NUS and Provincial Cities.
 

The pilot experience also indicated that, al:hough the focus of
Egypt's decentralization policy is primarily 
on local government,
regional planning must be involved in order to relate local planning

activities 
to national parameters and priorities; address broader

are&-based planning concerns; and effectively utilize available
 
planning expertise.
 

B. Project Purpose
 

The objective of the Local Administration and Development program

portfolio, of which this project is 
a part, is to assist the GOE
achieve decentralization and strengthen local government. 
This is
premised on the assumption that the promotion of local government

will lead 
to a more effective and efficient use of resources in

solving local problems, thus improving the quality of life of the
 
majority of Egyptians.
 

The purpose of this project is to help accelerate the process of

economic and administrative development by improving project

planning and implementation within rural governorates and the

economic regions of which they are a part, and by building the
institutional capacity to support this effort after USAID

participation has phased out of the project. 
Within this overall
 
purpose, the project has three specific areas of focus.
 

1. 
 Improvement of local governments' capacity (at governorate,

markaz, and village levels) to:
 

-identify problems within their localities;
 

-sort out 
those problems amenable to locally managed

responses (at appropriate village, markaz 
or governorate
 
levels);
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-design and plan specific project responses for the
 
amelioration of those problems; and
 

-effectively implement those projects so as 
to achieve the
 
desired result.
 

2. 	 Improvement of the of regional planning offices' capacity
 
to:
 

-effectively review the plans of local government in terms
 
of their implications for trans-governorate area
 
development and allocation of resources;
 

-identify problems of trans-governorate area development

and plan appropriate area-based program and project
 
responses; and
 

-provide information and technical support to governorate

level planning staffs for project design and impact

evaluation; especially area development efforts.
 

3. 	Establishment at the Saqqara Center of:
 

-technical support capability for regional and local
 
planning;
 

-training extension capacity to assist local development;
 
and
 

-an information system that will:
 

. improve the information available to
 
decision-makers concerning on-going project monitoring
 
and evaluation; and
 

, document the overall evolution and effectiveness of
 
the GOE's decentralization policy.
 

C. Strategy
 

The DPM Project responds to the immediate need to improve the
 
efficiency and appropriateness of planning and management

performance. However, the effort is part of a longer term objective
 
to help GOE improve its development effectiveness through evolution
 
of its decentralization policy. Such changes are expected to be
 
necessary in order to improve the functional effectiveness of local
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government within the national system. This shouldproject beviewed strategically as an element in that process. 
Some of the
capabilities to be established and activities carried out during the
implementation of this project are directly related to expected

requirements of 
the next phase (e.g., the establishment of an
information system for monitoring and evaluating decentralized
 
development).
 

The proposed project addresses three interrelated needs identified
 
through the Pilot Project:
 

-improvement of planning, and management systems which, relate

development strategies 
to resources, functions and outputs;
 

-improvement of management and administrative capacity tomaintain systems through organizations once those syjtems are
developed and installed; and
 

-improvement of the skills among individuals necessary toperform required tasks within organizations. 

The scope of the project as described above is, however, limited to
 
the following:
 

-sub-national levels (i.e., region, governorate, markaz, and
 
village);
 

-program and project planning, implementation, monitoring and
 
evaluation; and
 

-improvement of management and administrative efficiency insofar
 as it directly or indirectly relates 
to the points noted above.
 

The project strategy emphasizes the need to dcvelop a system 
within
which planning and implementation skills can be effectively

applied. 
 In this respect, the strategy integrates system
development with organization support and skills development. 
The
methods to be used will rely primarily on technical assistance
provided by continuous interaction between consultants and GOE
officials through an effective counterpart structure.
 

The monitoring and evaluation process will provide 
an on-going
review of the overall change process. Thus, the strategy is a
learning process for capacity building.
 

The primary focus of the project effort will be at the Governorate
level. 
 Initially the effort will be concentrated on developing
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planning and implementation capabilities within the present overallGOE planning and budgetary process, but it will move orA developing
local government capabilities to plan andarea-based implement longer-term,strategies for development.evaluation aspect The monitoring andof the project will provide the means for on-goingreview of planning and implementation effectiveness as well as apreliminary data base for evaluating decentralization policies andperformance. 

D. Project Activity 

This project provides financing for long andassistance by short term technicalboth foreign and Egyptian consultantsin building planning, project implemenation, 
to help the GOE 

monitoring/evaluation andsystems and inexisting and/or design of 
the identification of currentlynew in-country and out-of-countryprograms. trainingIt also includes funding andfor tn-countryout-of-country training of local and regional officials through
formal courses, problem-identificatiou

workshops, seminars, action-orientedon-the-job training and foreign observationestablishment, tours;including, in some cases, construction, of trainingand information systems centers at regional and governorate levels;
and on-going, interim and final evaluation of pro.4ect results. In
addition, it will provide foreign exchange financing under AID
Regulation I procedures to purchase small amounts of equipment
(primarily appropriate information system technologies)and local GOE agencies for regional(including popular councils)in the establishment to assist themand maintenance of planningfunctions. and managementThe GOE will provide operation and maintenance fundingto support the equipment and staff time devoted to the project on
the part of the GOE at all levels.
 

Major project outputs 
will be:
 
- Diagnostic analyses 
 (planning and management audits) oflocal government development planning, project design and
inplementation, and administrative support capacities to be
used as a basis for formulating comprehensive planning and
management improvement programs in each participating 

governorates; 

- Diagnostic analyses of strategic planning issues includingarea development constraints and opportunities. 

- Operational work programs for building up local governmentplanning and management capabilities 
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Workshops and technical skill training programs forplanning and management for local executive, popularcouncil, and regional planning staff; 

Governorate planning and information centers which: manageand make available information for planning and projectimplementation from local, regional and central sources;
coordinate the utilization of external (to the governorate)
expertise for planning and implementation; and provide
on-going, on-the-job consultation and training to executive
and popular council staff in planning and management;
 

Monitoring system (located at the Saqqara Center) to review
the requirements for, and subsequent impact of effective
local government planning and management performance and
decentralization policies;
 

Occasional colloquia for members of national and regional
level supreme councils to review broad-based issues of
implementing decentralization policies;
 

Out-of-country training and professional study tours toexpose local government personnel to current examples ofmodern planning and management applications of area-based
 
development.
 

The principal end of project status will be a substantia!
improvement in the quality and development impact of projects
planned and implemented at the local leve.. 
 Indicators of the
achievement of the end of project status include:
 

- The capacity of local executive staff, working withregional planners, to disagregate planning and managementfunctions and to allocate responsibilities based upon themost effective ways of achieving particular development
objectives; 

- Increased emphasis on area based development; 

- Capacity of local and regional planners and managers tomaintain systems as well as effect modifications as necessary to achieve development objectives. 

The central activity of this project is the design and estahlishment
in each participating governorate of a development planning system.
This will involve the regular participation of the governor and
 

/v 
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chairman of the governorate Popular councilcom ttees, and their staffs, their respectivePopular council members and the projecttch
design and executives awork willhe vsin technlthe districts i in abased upon and villages. iior

their area The Indevelopmnt 
 s w. imilabof alternative eof local development problems, eign
imflementi staerettctogis hi will besolutions and 
their diagnoses, their identificationtheir selection of the one they wish to 

Ideally, each governorate will increasingly analyzeneeds and its own response. These its own planningannually and adjusted to meet new 
processes should be reviewedConditio s incorporatinglessons of experience. the 

A ,lar institution development approach willHigher Council for Regiona be used with thePlannng andRegional Planning Dffice. 
its saff office, the
 

and At present these offices
wlll require considerable 

responsibillties staff development 

are short handed
 
as as
assistant, they assume
,othe governorates their
Planners regional planning coordinatorso cordnaor, tehnicale 

the gon at, tecbscrand representativesto the region and Of the region to 
of central
 

the central ministries.
 
The Saqqara Center, with TA from the project, willin organizing the RPO staff training. 

play a major role
 
Workshops and on-the-job training will be the primary mechanism

determining local needs and developing skills.
each markazgaveraging 
 The will be 

for 
units(3-4 8 per governorate) held inper markaz). 
 and then in the village
The training at. the markaz and village
 
levels will be done by the governorate 
staff who will be trained by
the consultant/Saqqara 


Center team and Saqqara Center staff.

Long-term training requirements 
for governorate 
and regional, and
representatives 

Saqqara Center staff will be determined by the consultants
of the governorates and
Areas considered ,4ll include regions 

regions and 
Saqqara Center.
 
development
Planning; project identification, strategy and
planning, implementation,
monitoring and evaluation; and manageen 
and informtion 


Trainees will only be sent to appropriate institutions systems.

abroad when


training is not available in Egypt.
 

development regions) during the first year and will be expanded to
 

The project will be implemented in three governorates

include (two
an additional three governorates
during the second year. 
 and additional regions
The rate at which new governorates 

included each year thereafter will would be
experience during the first two years, although by the end of
 

be based 
on an assessment of
Phase I, 
four years after commencement, 

it 
is hoped that 2/3 of all
 

/1 
7 
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-the Saqqara Center in developing its capacity to providetechnical support assistance on a self-sustained basis tothe implementation agencies following the terminationthe external consulting of 
teams services; 

The Project Office will be located at the Saqqara Center and four ofthe foreign and four of the Egyptian consultantsthere. The other two will be locatedforeign and - eventuallyconsultants - six Egyptianwill be locatedregional planning 
in the field (in some casesoffices; withinin other cases at the governorate level);and
 

Each of the four foreign consultants will have a full-time
counterpart from the Saqqara Center staff and as a consulting team­they will provide consultant services to designated clients withinthe GOE implementation agencies. 

The six foreign consultants will have the following qualifications
and responsibilities:
 

Chief-of-Party: A senior planning and management systems consultant
resident in Cairo will be assigned on a long term basis as Chief of
Party with responsibility'for providing comprehensive strategic
conceptual direction to all consultants; coordinating their
individual and collective efforts in a mutually complementary and
reinforcing manner. 
The Chief of Party's counterpart 
will beRead of the Saqqara Center. 
the
 

Training Specialist. A full time consultant resident in Cairo will
serve as a consultant to the TA team and collaborating GOE 
 officials
on: 

identification of appropriate existing training programs both
 
in Egypt and in other countries,
 

-design of new formal training programs (process and content),
 
-development of formal training skills (training of trainers),

and
 

-development of on-the-job consultation skills.
 

InfrastructurPla ning and Pro ect Implementation(resident In ConsultantCairo) to be assigned on a basis -toacounterpart within the Saqqara Center. 
long-term 
Jointly they will be
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responsible for assisting the Saqqara Center in developing itscapacity to provide technical extension support servicegovernment planning to localunits. The consultantbe providing and GOE counterpartoverall strategic guidance will 
consultants to the long term residentin the various governorates; assuring complementarity ofapproach while allowing for adaptive variation in practice.
consultant will also be responsile to the Chief of Party for

The
 
integrating long and short term technical assistance into the
comprehensive project effort.
 

Area Planning Consultant (resident in Cairo) to be assigned on a
long term basis to a counterpart within the Saqqara Center.
Together they will be responsible for assisting the office of
Regional Planning, Ministry of Planning. 
 The consultant will be
responsible to the Chief of Party for integrating the project's TA
on regional development strategy and planning into a comprehensive

project effort.
 

Rural Development Planning Consultants (two) will be assigned on a
long-term basis; one to Qaliubia Governorate and the other to Assiut
Region. 
However, although one of those two consultants will be
assigned to a regional office, both will have a GOE counterpart who
is the head of the project secretariat at the governorate level.
Placement of the consultant in the governorate's project secretariat
is important because of the central role to be performed by that
office in coordinating the planning of cross-sectoral projects and
monitoring of imolementation.
 

The qualifications and responsibilities of the 
ten Egyptian
consultants will be defined in the design process of moving from
this PID to the PP. 
Additional short term technical assistance
needs will be determined through client needs assessments during
implementation.
 

By year four, the foreign technical assistance team will have
condensed into three persons and will be totally replaced in
Phase III by a growing number of Egyptian technicians, both long and
short-term by year five.
 

F. Epected Achievements/Accomplishments:
 

When completed the project is expected to accomplish the following:
 

-An institutionalized self-sustaining, participatory
process for local development planning will exist in each
of the units of local government that participates in the

project.
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"Wi1thin each local government unit, tasks and
responsibilities In planning and implementation will havebeen operationally defined and the individul andskills necessary teamfor their fulfillment will exist.
 
-Development planning offices in the regions, governorates,
districts and village units will be operating with staff
and budgets supplied by the GOE.
 
-Mutually complementary linkages will have been established
between planning efforts at all levels.
 
-Each government unit will have a development information
system that collects, processes and analyses information
that the unit needs for development Planning and
management. These centers will enable the GOE to monitor
their entire program to support local government.

-The supporting functions of the organizations specified Inthe local government laws, such as 
the Supreme Council for
Local Government, the Higher Committees for Regional
Planning (in each region),
Government, the Ministry 

the Secretariat of Localof Planning, the Organization forthe Reconstruction and Development of Egyptian
Villages(ORDEV), 
and CAPMAS, will be established and
operational.
 

-The linking role envisaged for the regional planning
offices will be fully developed.
representing local and regional interests with central 
These offices will be
 

ministries, assisting the higher com 
 littee
for regional
planning coordinate the governorate plans, and ensuring
that national and regional concerns are taken into account
in local plans.
 
-Selected development projects will be implemented to
illustrate the utility of the planning process. 
 They will
also be used to develop management techniques and as
training models.
 

-Experience from this project will 
be reflected in further
changes in local development law which will enhance
participation, planning, and management of Egypt's

development.
 

-Evaluation studies of the project's impact will have
tested the assumption that promoting local government
enhances the quality of life of the majority of the people.
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-Governorates and markaz will have plans that integrata
their own and USAID decentralization projects.
 



I11. PROGRAM FACTORS
 

A. Relationship to Government of Egypt Programs
 

The project is consistent with, and supportive of, GOE policy and
 programs. GOE legislation starting with Public Lay 124 of 1960 and

running through PL 50 of 1981 provides the legal context for this
project and creates the need for enhanced development planning and
 
management capability at the local, governorate and regional

levels. 
These laws indicate the commitment of the Government of

Egypt to expand the role of local government and involve elected
 
councilors and local executives in decisions at all levels of
 
government. The laws stress the need to strengthen local government
 
so 
that authority to solve local development problems can be

transferred from central to local units. This is being done to

achieve greater effectiveness in the assessment of development

problems and the use of development resources.
 

The project supports the GOE's decentralization program by

strengthening local participation in the planning and management of
 
development projects, and building planning capability in local
 
governorates and at regional levels.
 

B. 
Relationship to Country Development Strategy Statement(CDSS)
 

The CDSS (FY83) contains the following on page 59:
 

"The central management concerns in all social sectors relate to

overcentralization of the planning, design and delivery of
 
social services. (The Program Strategy] 
is to support and
 
accelerate GOE efforts to decentralize both the technical and
 
financial management of service delivery".
 

The purpose of this project is to assist the GOE to reduce
 
centralization by increasing planning and management capacity and

local participation in development decisions at the lower levels of
 
the government hierarchy.
 

The project strategy is consistent with the USAID program strategy

and represents a key element of 
the program.
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IV. FACTORS AFFECTING PROJECT DEVELOPHENr
 

A. Social Considerations
 

1. The social and political climate: Promotion of local
 government and decentralization.
 

This project responds directly to GOE policies aimed at
decentralizing its administration of development and to GOE requests
for specific public administration assistance for local government,
as outlined in the first sections.of this PID. 
During a speech to
the governors in October, 1981, President Mubarak said that
governors should assume their vital role in administering local
government and shoulder full responsibility in their respective
governorates so as not to to refer to central government unless

there is a crucial need to do so.
 

Also the implementation of DDI, DSF, BVS, and NUS, has provided
governors, and local council chairmen, with specific examples of
resources that are available through decentralized channels.
Discussions during the DDI evaluation and the pilot project indicate
that they are increasingly interested in finding out how to plan for
and 
use these resources more effectively and efficiently.
 

2. Beneficiaries and Participation.
 

The immediate beneficiaries of this project will be the various
planning staffs and local councillors who are formally trained
and/or receive on-the-job assistance.
 

The project strategy, however, makes benefits available to a much
larger population. 
The project will make the application of
development resources available at points closer to the majority of
Egyptians as has already happened with BVS and DDI. The project will
also increase the ability of village and district representatives
and executives to influence how the resources are 
used. Planning
and management training will be given to village and district
council members. 
The project is based on the assumption that
promoting local development will improve the quality of life of the

general citizenry.
 

The project is consistent with AID's participation policy and
concern to place resources close to 
the majority of the people. 
 It
is 
a direct applied resource transfer of methodologies and know-how,
adapted to fit local conditions. 
 During the pilot project people
from all levels of government and elected councils were involved in
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the needs assessment and planning workshops that shaped the design
of this project 

B. Economic considerations.
 

The investment of dollars in this project represents about 5Z ofUSAID's contribution to promoting local government, and a muchsmaller percentage of the GOE's investment. 
A direct impact of thisproject iiill be an improvment in the use of the $460 million indecentralization portfolio, which represents approximately IOZ of 
the 

AID's present contribution to the economic development of Egypt.The project supplies planning and management resources needed to tiethe portfolio together in the regions and governorates. Relativelysmall increases in efficiency and effectiveness in other areas of
decentralization, brought about by better planning and management,
will very quickly pay for this entire activity. This project will
increase the probability that the overall goals of the program

portfolio will be achieved.
 

C. Experiencewith other projects.
 

USAID has substantial project experience promoting local government- approximately $460 million. Three projects (NUS, DSF, andProvincial Cities) 
are in the early stages of implementation.
and Provincial NUSCities involve urban areas directly. It will besometime before we have the depth of urban experience that we have
gained in the rural areas 
with DDI and BVS, over the past two
years. 
Many aspects of the NUS pilot activities, however, have been
very encouraging, and DSF equipment procurement has involvedgovernorate staff much more deeply than anticipated.
 

DDI and BVS are sending resources directly to village units.
Interim results, recorded during recent evaluations of DDI and BVS
are very encouraging. 
 "BVS continues to make progress. 
 The
projects being implemented are appropriate to the needs of the rural
population and impact directly on a large number of people." 
 It was
recommended that more local people be involved in project selection
and not just in implementation 
- the proposed planning and
management project will address this issue.
 

The DDI evaluation team found a successfully established LDF, a good
training program, and a high proportion of viable village
enterprises which are likely to provide profits for the special
village accounts. 
The team suggested that attention be given to
maintain.ing and building upon the progress already made and that
ORDEV consider decentralizing the operations of the LDF 
- the
proposed planning and management project would help ORDEV with this
 
task.
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D. Participating Country Agencies. 

The Supreme Council for Local Government.
The Ministry of Economy
The Secretariat of Local Government.
 
The Ministry of Planning. 

The Office for Regional PlanningThe Institute of National Planning 

The Governorate and Local Administrations and
Popular Councils

The Organization for the Reconstruction and Development
of Egyptian Villages(ORDEV), and its Saqqara Academy.
 

The relationships and functions of these organizations are describ,
briefly in earlier parts of this PID.
 

E. AID Support Requirements and Capability.
 

The project will require a projectfull-time officer whostrong background in planning has: a
and management in developingcountries; extensive experience in coordinating recipient
institutions and AID consultants in the same project; strongbackground in information systems and evaluation. 
She/he should be
assigned for at least four years. 

The project will also require the lull-time services of an Egyptian
project officer who has a strong aackground in economic planning an
management, and has had experience dealing with local
development-related organizations.
 

G. Design Schedule.
 

During December, 1981, the results and recommendations of the team
that implemented the pilot project were compiled in report form.
This material will serve as 
the basis for the project paper.
 
Four person months, are required for pilot project review and
drafting project paper, during February and March, 1982. 
 These
services should be secured by IQC or PSC. 
The project paper will be completed in April 1982, following the
arrival of the project officer. 
It is planned to send the PP to
AID/W by early May, 1982. 
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H. Environmental Impact
 
There are no environmental effects and a negative determination is
 
recommended.
 

I. Issues.
 

1. Length of project and funding sources.
 

It is anticipated that within the five year life of this project it
can be expanded to all Governorates, and that AID will support the
technical assistance team and other project activities during this
period. 
During these same years, however, it is anticipated that
the GOE will gradually assume a larger proportion of the costs of
supporting planning in the regions aLd governorates so that by the
sixth year it will have assumed all the costs of the project
activities.
 

2. 
Coordination of the USAID decentralization portfolio.
 

This will be accomplished in the following ways. 
 Over the next two
months an umbrella project paper dealing with the entire
decentralization package will be written by the Mission. 
It will
provide coordinating mechanisms for management of the portfolio.
Functions common to two or more projects, will be coordinated by an
inter-project committee. Training, for example, will be handled by
a "Training Committee" formed from the training officers, training
consultants and USAID project officers from each project. 
This 7ll
facilitate coordination of the new dimension of training for
development planning at the governorate and regional levels with the
emphasis of the current training on project planning and management

and sub-governorate planning.
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V. Cost Estimates: (000s)
 

PROJECT YEAR 
1 2 3 4 5

Phase I Phase II Phase III 
Number of Participating Governorates 3 6 12 19 26 

A. Technical Assistance
 

1. Long term advisors
 
a. Expatriate 
 $1,050 1,050 895 525


(number) 
 (6) (6) (5) (3) -)
b. Egyptian* 
 200 200 200 
 200 200
(number) (10) (10) (10) (10) 
 (10)
 

2. Short term consultants
 
a. Expatriate 
 420 630 
 630 420 ­(months) 
 (24) (36) (36) (24) (-)b. Egyptian* 
 51 101 126 126 126
(months) 
 (24) (48) (60) (60) 
 (60)
 

B. Training
 

I. Workshops/semnnars* 
 200 350 500 500 500
 
(number)
 

2. Lcng term training
 
a. Domestic* 
 60 100 100 
 100 100
 

(number) 
 (12) (20) (20)
(20) (20)
b. Foreign 
 250 500 500 500 500

(number) 
 (10) (20) (20) (20) (20)
 

3. Study Tours 
 i00 100 100 
 100 100
 

C. Equipment
 

1. Governorates 
 240 240 480 560 560
 

2. CentrLl and Regional Offices 400 
 240 480 560 560
 

3. ORDEV Saqqara Center 500 300 200 
 100 100
 

D. Evaluation 
 50 50 50 50 50
 

Annual Totals 
 $3,521 3,861 4,261 3,741 2,796
 

Total line items 
 18,180

Contingency @10% 
 1,820
 
USAID project contribution $20,000
 

* Expenditures to be paid in Egyptian Pounds (appoximately 22% of total)
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1. Saqqara Center 

2. Budget support for planning 
offices 

Annual Totals 

IE31 

300 

LE 600 

PROJECT yEAR 
2 3 

600 1,200 

950 1,600 

4 

1,900 

2,350 

5 

2,600 

3,100 

Total Line Items 
Contingency @ 10% 
GOE Project contribution 

LE 8,600 
860 

LE 9,460 

Equivalent to $ 11,400 
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After a',roval by Uit, GC.u,¢t.n.ate Local. People's Councils and 

'i-,er Co--itt'rs of Regiona .l-., the proposed plans of Govern­

c:'..es shal l. su-..i-tted to he .ini-tor'. of Planning who shall link 

c;ordinate tnesea c.: plzn-3 ."n t ,t -'.t general plan, in consult-

With th.,. innist:- o . c,,vernment and the concerned 

.I er., ., :., zchic.'.,,:.. ' ,,. growth according to the over­



ATTAC
 

Public Law 50/1981 

Local C ~v.r:i;.t Unit. 

Section"Ona,
 

Planninq 

ARTICLE. 115:-

Local Units zhould not cc:7:.i th 'm:ves to any economic, social 

or hysical evomcnt projects or acvties,wch heir finance
 

Or i--.pl mentatizn aru in contr. dtIcLcn 1 the State's general plan
t.ti 

c-. the RZCioal. Plan.
 

Locl s -ihould nct cx'..r£th ... ,.ivcs 
to any joint nvesgtmen"
 

projects with Arab 
or foreign capital, wi-hout. the approval of the 

concerned planning agencio iun- tlhe GCn.ral Authority for 7nvestm t 

'and Free Zones. 

A.ZICLE L!6:-

Local PeePle's Councils are responsible for the comzrahntin 

development of local corunities based on the resources and potentials 

cf local cc-..-:ities. They are al:no ru o:ioible for identifying
 

nvustment c:-or-"nitier wietii: 
 th,.ir U:.its and for incorporating 

'-'i t":h.ir Icl p , l'..tion of resources to the needs 

,ccording ro a-ntal pricrititz-,­

,.I..' ,,. :.- . .
, 
 . .. ...., " }, High C ommit.tees of 

. hor.. es and the Local 

" 
 .. 
 ".. .. . '' ach.ieving Lffective 

..­ 0
 I_/
 



Each governorae sha-.1 rt.k, within its boui. axes, the 

4=plementation of the a&proved local plan dc--crding to the specified 

timetable. Monitoring authori'tlcs in the Govenorate shall .urhdaztaki 

the follow-up and evaluation of this.plan and shll suu±t monthly 

reports to the Gove=orate Local People's.Council and to the Govezwo, 

according to the rules set up by the Executive Regulations. 

\b'
 



PROLJE'rIMURWIP,'FHTIcIWI4Eq 

WGICAL ,RAeMFZoRK 
I'Eojlct Itie and Number: Decentralization Planning 

and Management - 263-0161
 

iARRATIVE SUkIIKRtT OBJECTIVELY VERIFIABLhINDICE HMS OF VRIFICATI IMPORTANTjASSMTIONS 

Fr..._ ru,.,Sl Measures of goal achievement
 
AuolA tie GOE'talse the quality 
 1. Increased income, health. accessor lire by expunding participation to resources, etc. in areas where 

1. Regular external evaluations. 1. There to a causal link betweenIn devclolzent decision, in local projec implemented. Increased participtin/decision.
2. CAPS publications about the
o~crna' Lt making and Increased quality ofin ccord with PubliclX.U hO/l:,fil. 2. Increased proportion of development Governorates. life.
projects deriving from decisions made 

within local government units, 2j (OE will continue to promotewith 

direct participatln of elected local government through decentral-


Izatiotr
representatives and executives.
 

Pz-o~tcct hrioaea Conditions ndicatin. -Pose.chiev.da
 
id-of-Project tatug


1. To support process which will 1. Designs for planning and management 1. Information
d signa planniug aaad management system establishedImplemented. 1. Executives and representatives
syatms lor local government by the project.from will participate In process tovillage to region. t p evlol2. Process of develojment involves systes2. Project records develop syste.
executives and representatives from &l
2. To integrate local government levels of government.
planning 3. Regular external 2. They viU4 accept responsibilitiesevaluations accorded thapguidellnes. 
Into national and regional In P150/1901.

3. Plana and planning process reflect 
national and regional 3. Central organlsetims Vill joinconcerns. 

3. Develop 00 institution capabi- the project end delegate authority.lity to continue support project - Management Information systems designedactivity after U3AID support phased' and Implemented. 
Out. 



NARRJATI VE 6144AIiy 

1. Workshops in Cairo. govern-
orate, districts and villages. 

2. 4ent ire o f on-th e-job trainin g 

(Connultation) In Egypt 


3- 1b1g term training in Egypt

and In Urlted States. 


.. (buz'vation tours In Egypt and 

(Irerueas.
 

5. Planning amid management systems 
Jnsttalled. 
6. nforurut6 . ora systes I.installed. 

7. Development projects Implemented. 

B. Di sgnotic analynses or the local 
government plannin capacity. 

9. 	 Evaluation reports. 

Inputs. Technical assistance from GO3 I03 

2. 	 Appropriate staff from 00 

PROJECT IIIPUMMKIATI(WI lXJ*WTI 

LOGICAL Ff,,HOEWU (Cot'd) 

OBTEI!.!J VEIIXABE 1DI 	 NEAJSO UHrcyo 

so~eof Outputs 

(Estimates)
 
utstaff 


A. 2h Cairo/Regionapl Wrkshops 
 2, 	Project recorac
 
b. 	 1011 Governorate Workshops 3. 	 intorIation system reports 
a. 206 District/Villags Workshops 

.nd 
, *s o , bovyruorat, district 

v0la 

d. xxx person years on-the-job 	 and vlls Plftnlns records 
training
 

e. 	 90 person years long term
 
academic training In Ud.
 

92 	person years in Egypt 5. 52 governorate projectsi m l p n a
 

1. 26 governorate planning and
 
management and informatiop
systems instaled.	 , 101 vills rojects 

k. 	 15 observation tours
b. 	 16 regional projets iiplaneqtpi. 

1. 	 5 evp uation reports 

a&Imates6 con ts from U.S.(longts) 
10 0 " ypt (losg-tsrm)MM Planning staft in 	 W* 0 millionrsgions., sqveroratts Is 9.5 million
10 person years ot expatriate shor$ tWm eonsuaiug
21 person I..sre of ti po" t"..44".om " 

1W(NITAMI ABB53eTJ% 

For achievi.n InPuts nd Outputs 

and budget appropriations. 

.	 A p o r a e t c m c l a s s a c 
ehnied
2. 	 earncApopbebe identified anda hirediefofor 

proct.

3.tDtriodrairecods 
3. 	 UBAID funds Vill be provided. 
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AIDAC 


E.O. 12065: H/A
 

TAGS: 


SUBJECT: 	 DECENTRALIZATION PLANNING AND MANAGEMENT, PlO ­

263-8161 

1. THE NEAC MET ON FEBRUARY 14 AND APPROVED THE PIO,WHICH 
WAS ACKNIIOLEDGED TO CE WELL PREPARED. IN PREPARING THE 

PP, THE MISSION SHOULD THE FOLLOWING COICERIIS:ADDRESS 
A) THE ROLES OF ORDEVS, :AQQARA CENTER AND MINISTRY OF PLA-

NING INDECENTRALIZATION: 

THEPP SHOULD INDICATE EXACTLY VHAT ROLES WILL BE PLAYED BY 


THE SAQOARA CENTER AND MINISTRY OF PLAINING IN THE PROJECT 

AND IN THE GOE OECEIITRALIZATION STRATEGY. THENEAC ISCON-


CERNED THAT THE CENTER iiOTBECOME A LARGE CENTRALIZED INSTI-


TUTION WHICH IS ANTITHETICAL roTHE BASIC DECENTRALIZATION
 
STRATEGY. THE NFAC APPRECIATES THAT THE OFFICES OF REGIONAL
 

PLANNING OF THE MINISTRY OF PLANNIIG ARE LINKS BETWEEN THE
 
GOVERNORATES AND THE CENTER. THIS ROLE, dOWEVER, MUST BE
 

CLEARLY STATED S0 INAT THE REGIONAL PLANIIERS
ARE 3OT ALLO-

WED TO DOMINATE GOVERNORATE, DISTRICT AID VILLAGE PLANNING.
 

LOCAL PLANNERS MAY FIID ITDIFFICULT TO FIT INTO AN EN-


VIRONMENT DOMINIATED DY PLANNERS FROM HIGHER LEVELS OF
 
GOVERNMENT. ONCE THE REGIONAL AND GOVERNORATE PLANNERS ARE
 

INPLACE THEY MAY RESIST INITIATIVES FROM LOCAL PLANNERS
 

UNLESS THESYSTEM IS DEVELOPED FROM THE BOTTOM-UP.
 

1I UNDEREMPLOYMENT OF GOE STAFF:
 

THE NEAC REQUESTS THAT THE PP ELABORATE HOW, IF AT ALL,
 

THE MANAGEMENT AND PLANNING SYSTEM DEVELOPED IN THIS PRO-


JECT WILL AFFECT THE PROBLEM OF SURPLUS GOE STAFF AT ALL
 
LEVELS OF GOVERNMENT. WILL THE TECHNICAL ASSISTANCE
 
PROVIDED ASSIST THE GOVRNORS IN ADDRESSING THIS PROBLEM?
 

VILL THE TRANSFER OF FUNCTIONS FROM THE CENTRAL IINISTE-


RIES TO GOVERNORATES AND BUILDING THE CAPACITY OF GOVERNO-

RATE STAFF TO PERFORM THESE FUNCTIONS INCREASE THE PRODUCT-


IVITY OF GOVERNORATE STAFF AND ALLEVIATE, TO SOME EXTENT,
 

THIS PROBLEM? WILL THE TRANSFER OF FUNCTIONS FROM CENTRAL
 

C) PROJECT TIMING:
 

THE NEAC ISCONCERNED THAT INSUFFICIENT TIME IS BEING 
GIVEN TO ACHIEVE PROJECT PURPOSES. IS ITREALISTIC TO 
PLAN FORTHE PROJECT TO HAVESTARTEDWORKIN 26 GOVERNOR-
ATESBY THE FIFTH YEAR? CLEAR JUSTIFICATION FOR THE 

TIMING FORECAST BESUPPLIED THEPP.SHOULD IN 

01 DEVELOPMENT IN THL GOVERNORATCS:OF THEPLANNING SYSTEM 

THOUGH THE PlO STATES THAT THE CENTRAL ACTIVITY OF THIS 

PROJECT WILL BETHE OEVELOPMENT OF GOVERNORATEPLANNING 
SYSTEM (AGE I),THE NEAC DOES NOT FEEL THAT ENOUGH EMPHA-

SIS IS GIVEN THE PROCESS OF ESTABLISHING THIS SYSTEM PRIOR 

TO THE TRAINING OF PERSONNEL INTHE BASIC SKILLS NEEDED TO 

OPERATE THESYSTEM. THE PP TEAM SHOULD ENSURE THAT ADE-

QUATE TIME AND STAFF ARE ALLOCATED FOR THE DEVELOPMENT OF 

THE PLANNING AND MANAGEMENT SYSTEM INEACH GOVERNORATE. 

E) CONSISTENCY IN PID AND PP BUDGETS:
 

NEAC HAS REQUESTED, IN THE REVIEW OF A NUMBER Of PROJECTS,
 

THAT THE MISSION DEVELOP AND USE A STANDARD SET OF INFLA-


TION FACTORS FOR OUT YEAR INPUTS FOR ALL PROJECTS OR AT
 

LEAST HROAD CATEGORIES OF PROJECTS. DEVIATIONS FROM THESE
 

FACTORS IN SPECIFIC CASES SHOULD BE EXPLAINED.
 

2. IT ISEXPECTED THAT UNDERLYING LOCAL REVENUE ISSUES
 

WILL HE ADORESSED IN THE DECENTRALIZATION SECTOR ASSESSMENT
 

SCHEDULED FOR THIS SUMMER.
 

3. THE NEAC ALSO WISHES TO BE SURE THAT IT ISCORRECT IN
 

INFERRING FROM THE PlO: THAT GOVERNORATES ARE ONLY TO BE
 

PHASED IN AT THEIR OWN REQUEST AND THAT, INORDER TO BE
 
SO INCLUDED, THEY ARE REQUIRED TO COMMIT APPROXIMATELY
 

PLANNIIG DEVELOPMEIITLEIUO,O09 PERANNUMTOWARDS SYSTEM 
AND MANAGEMENT ACTIVITIES. IF THIS IS TO BE TIlE CASE, 

EACH YEAR A CLEAR INDICATION CF INTEREST AID COMMITMENT 
VILL BE PROVIDED AS NEV GOVERNORATES JOIN (ORDON'T JOIH 

THE PROJECT. IF THEY O0HOT JOIN AFTER THE FIRST PHASE, 

ITWILL BE CLEAR THAT SOMETHING IS WRONG. HAIG
 

UNCLASSIFIED
 



191?.
 

0May 11 , 1 O 0"19Ir 

"'.D ' I 

MEMORANDUM TO: AA/NE, W. Antoinette Ford . .
 

FROM: AA/PPC, John R. Bolto
 

SUBJECT: Egypt - Decentraliz tion PAAD
 

As you are aware, in the course of the new and ongoing projects
 
exercises conducted this year, decentralization activities in
 
Egypt were among those projects which PPC brought to the
 

At that time the AdministrAtor
Administrator's attention. 

accepted PPC's recommendation for a special meeting, prior to
 
obligation of FY 1982 funds, to discuss the issue of AID in­
volvement in assistance to local government in Egypt. Sub­

sequently, however, it has been agreed that the Near East Bureau
 

would proceed with preparation of the authorization package for
 
the Decentralization Sector Support PAAD, that project issues
 
would be addressed within the project approval process, and that
 

decentralization strategy issues would be discussed at the Egypt
 
Country Briefing with the Administrator in June.
 

Although the authorization package for the Decentralization
 
Sector Support PAAD has not yet arrived in PPC, we wish to notify
 
the Near East Bureau in advance of its arrival that we in PPC
 

have reviewed the components of the PAAD and have concluded that
 

additional funding for the Decentralization Support Fund is not
 

warranted and that this component should be dropped from the
 
authorization package.
 

Our major concerns with the Decentralization Support Fund are
 
While the stated purpose of the Decentralization
the following. 


Support Fund is "to support and accelerate the process of
 
administrative decentralization to rural governorates by in­

creasing investment budgets under their jurisdiction," the
 

project is essentially a $50 million commodity drop at the
 
There is no identified development problem
governorate level. 


toward which the commodities are directed. Moreover, the project
 

is not connected to any policy reform which would, for instance,
 

secure more budgetary funds from the central government for the
 
Nor is it clear
governorates, or change local revenue policy. 


11 V/
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how the needs of local government will be addressed by the
 
Egyptian Government over the long term, once AID financing

is terminated.
 

We are broadly supportive of the idea of unifying the decen­
tralization of decision-making and budget processes for local.

development. We would note, however, that even without the
 
Decentralization Support Fund component, the PAAD is still of

sufficient size to promote the achievement of our decentral­
ization sector program goals, ($219 million). In the absence
 
of a worked out policy/budget reform agreement on decentralization,

it is especially important that PAAD components be able to stand
 
on their own feet as developmentally sound uses of aid funds.
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ADDITIONAL ISSUES WHICH HE ED TO BE ExPLORED WITH RESPECT 
TO THE FUTURE OF OUR OECENITRALIZATION EFFORIS, I ALSO 

STRONGLY URGE THAT THESE BE BUILT INTO THE FORMAL
 

EVALUATION PROCESS FOR DECENTRALIZATION ACTIVITIES AND
 

NOT INTO FURTHER DELAYS ON MOVING THIS PARTICULAR PACKAGE.
 

I WOULD WELCOME A POSITIVE REACTION ON THIS MATTER AT THE
 

EARLIEST POSS!ILE DATE.
 
1. THE PAPTICULAR QUESTIONS RAISED INTHE PPC MEMO AND
 

-------.*.-.-------------------------------------------OUR SUGGESTIOIIS FOR REPLYING TO THEM ARE AS FOLLOWS:
 

INFO OCT-00 INR-10 EB-09 NEA-07 AMAD-01 /061W
 
........--------- 207454 211535Z /38 


0 211514Z MAY 82 

FM AIEMBASSY CAIRO
 
TO SECSTATE WA3HOG IMMEDIATE 7035 


UNCLAS SECTION 01 OF 02 CAIRO 12591 


AIOAC 


E.O. 12065: N/A 


SUBJECT: DECENTRALIZATION PAAD 


REF: 5/20/82 BURKE/OOWER TELECON 


1. FOR AA/Nf FORD FROM DIRECTOR BROWN. 


2. BY REFTEL WE WILL BE UPDATING OUR MAY/JUNE 

OBLIGATIONS PLANNIH AND REOJESTING SPECIAL BUREAU 

ASSISTANCE TO ACCELERATE PENDIIIG ACTIONS. HOWEVER, I AM 


SENDING THIS SPECIAL MESSAGE ASKING YOUR ASSISTANCE WITH 

THE DECENTRALIZATION PAAD CURRENTLY PROCESSING THROUGH 


AID/W. 


3. THE PAAO FOR THE MISSION'S PROPOSED FY 1982 

DECENTRALIZATION PACKAGE OBLIGATION WAS SUBMITTED TO 


AIO/W 2/25/82 AND NEACED AND APPROVED 4/1/82. AUTHORIZA-


TION1A40 ON ACTIONS ARE VELL UNDERWAY AND WE ARE
 

ANTICIPATING AN EARLY JUNE OBLIGATION.
 

4. HOWEVER, BY 3EF TELECOI WE UNDERSTAND THAT IN A
 

MEMO JUST SENT (E 00 NOT HAVE A COPY) PPC HAS RAISED
 

A FEW QUESTIONS REGARDING INCLUSION OF THE DECENITRALIZA-


TION SUPPORT FUND (ACTIVITY 263-0143) IN THE PAAO PACKAGE.
 
AS RELAYED BY TELEPHONIE THESE SEEM TO US LEGITIMATE
 

COIICERNS AND WE ARE PROVIDING REPLIES IH THIS CABLE WHICH
 
WE HOPE WILL ALLOW AN EARLY BUREAU REPLY TO PPC.
 

5. AT THE SAME TIME, IT MUST BE UNDERSTOOD WE ARE WORKING
 
WITHIN THE CONTEXT OF A CONTINUOUSLY EVOLVING RELATIONSHIP
 

WITH TilEGOE BOTH WITH REGARD TO DECENTRALIZATION
 

ACTIVITIES AND WITH RESPECT TO THE TOTALITY OF PROGRAM
 
CONTENT AND ADMINISTRATION. BASED ON OUR CORRESPONDEN1CE
 

THROUGHOUT THE FISCAL YEAR AND SPECIFICALLY THE NEAC
 
REVIEW AND APPROVAL OF THE DECENTRALIZATIONI PAAD, WE
 

HAVE NECESSARILY GONE QUITE FAR IN OUR DISCUSSIONS WITH
 

THE GOE AND HAVE AROUSED CLEAR EXPECTATIONS OF EARLY
 
APPROVAL AND AUTHORIZATION OF THE PAAD AS IT HAS BEEN
 

SUBMITTED.*
 

6. WHAT WEARE CONCERNED ABOUT NOW IS THAT THIS LATE IN 

THE FISCAL YEAR -- ALMOST SEVEN WEEKS AFTER APPROVAL OF 
THE PAAO AND JUST AHEAD OF AN AlTICIPATED OBLIGATION --
WE ARE SUDDENLY FACING QUESTIONS AS TO WIIETHER WE WILL BE
 

ABLE TO PROCEED ALONG THE LINES 'A HAVE BEEN DISCUSSING
 

WITH THE GOE.
 

7. I WISH TO URGE MOST STRONGLY THAT PE AND PPC PROCEED
 

TO ASSURE AN EARLY AUTHORIZATION OF THE PAAO AS SUBMITTED.
 

TO THE EXTENT THAT IT ISBELIEVED THERE ARE IMPORTANT
 

A. PPC ISSUE: DSF IS NOT IDENTIFIED WITH THE CENTRAL
 

DEVELOPMENT PROBLEM OF DECENTRALIZATION.
 

RESPONSE: AS IDEIITIFIED IN THE ORIGINAL PROJECT PAPER,
 

DSF DIRECTLY SUPPORTS AND ACCELERATES DECENTRALIZATION
 
OBJECTIVES BY INCREASING LOCAL INVESTMENT BUDGETS.
 

ASSESSMENTS AND REQUIREMENTS ARE ALL DONE LOCALLY, NOT
 
CENTRALLY, EQUIPMEIIT AND DECISIONS AS MADE COPPLEMENT
 
AND SUPPORT ALL OTHER DECENTRALIZATION ACTIVITIES, BOTH
 

US-SUPPORTED AND EXISTING GOE PROGRAMS UNDER LAWS 43
 

AND 50. THE INFUSION OF EQUIPMENT, TRAINING, APPLICATION
 
OF MAINTENANCE OPERATIONS, AND THE MANAGEMENT, PLANNING
 

AND UTILIZATION EXPERIENCE IS PROVIDING A DIRECT IMPACT
 

ON DECEITRALIZATION THEORY AND IROCESSES. IIIFACT, OSF,
 
BECAUSE IT IS FOCUSED AT THE GOVERIORATES AINDNOT THE
 

CENTRAL LEVEL ISTHE FIRST CONCRETE APPLICATIO OF
 

ADMIHISTRATIVE AND BUDGETARY DECENTRALIZATION TO DEAL
 
WITH VILLAGE/DISTRICT/GOVERIIORATE NEEDS AND.THE FIRST
 
INTEGRATION OF LOCAL PLANNING, MANAGEMENT, EQUIPMENT
 

USE AND TRAINIIG W1ITHLOCAL SLRVICES AND INFRASTRUCTURE
 

DEVELOPMEIIT. APROPOS OF THIS, THE ARRIVAL OF DSF EQUIP-

MENT FOR GOVERIIORATE OPEPATION AIIOUSE (GRADERS, BULL-


DOZERS, DUMP TRUCKS, FIRE TRUCKS, GARBAGE AID SEWERAGE
 

TRUCKS, ETC.) ISALREADY STIMULATING A PRIVATE SECTOR
 
SERVICE-CAPACITY BOOM IN THE GOVERN1ORATES. EGYPTIAN
 
SERVICE AGENTS FOR U.S. MANUFACTURING FIRMS (I.E.DSF
 

UNCLASSIFIED
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ID AWARDEES) ARE RAPIDLY EXPANDING FACILITIES ALL OVER 

EGYPT. THIS INITURN ISFROVIDIIIG IYPETUS FOR ADDITIOIIAL 
PRIVATE-SECTOR ORDERS BY EGYPTIAN CONTRACTORS. 

0. PPC ISSUE: DSF 1I NOT CONNECTED WITH POLICY 
CONSIDERATIONS THAT THE PAAD PROMOTES. 

RESPONSE: LOCAL EQUIPMENT NEEDS-ASSESSMENTS, ACQUISITION 
THROUGH OSF, AND UTILIZATION ARE THEMSELVES Al ACTUAL 
OPERATION INPRACTICAL SUPPORT OF DECENTRALIZATION 
POLICY AND STRATEGY AS OUTLINED IN THE DECENTRALIZATION 
LAWS. USAID BELIEVES ITSDECENTRALIZATION PORTFOLIO 
REPRESENTS FUIIDAMENTAL POLICY ORIENTATION. WHILE 
ACTIVITIES ACTUALLY FUNDED INCLUDE HARDWARE, INVESTMENT 
BUDGET AUGMENTATION, AND TRAINING AND TECHNICAL ASSIST-
ANCE, THOSE INVESTMENTS ARE IN SUPPORT OF FUNDAMENTAL 
POLICY REFORM WHICH ISAT THE HEART OF SADAT/MUBARAK 
INITIATIVES. OURING THE PAST THREE YEARS INCREASING 
RESPCHSIBILITY HAS BEEN TRANSFERRED TO THE VILLAGE AND 
GOVERNORATE LEVELS. GOVERNORS THROUGHOUT THE COUNTRY 
HAVE BEGUN TO EXERCISE THE NEW AUTHORITIES GIVEN THEM 
AND TO SUPPORT VILLAGE AND MARHAZ INITIATIVES WHILE 
STRENGTHENING GOVE;NORATE COORDINATION AND SUPPORT. 
THIS MOVEMENTHASBEENFUNDAMENTALANDREFLECTS A REVOLU-
TION IN TIlEACMINISTRATION OF RURAL LIFE. CERTAINLY 
THERE IS MORE TO BE DONE -- PARTICULARLY OH THE REVENUE 
ALLOCATION AND GENERATION SIDE. BUT CENTRAL GOVERIIMENT 
ALLOCATIONS OF DISCRETIONARY INVESTMENT TO THE 
GOVERNORATES HAS IIICREASEDDRAMATICALLY OVER THE PAST 
THREEYEARS,AND THEREIS INCREASINS WILLINGNESS TO LOOK 
AT UTILITY ORGANIZATION (I.E.IBRD IN BEHEIRA AND PRO-
VINCIAL CITIES) AND TO COIISIDER TAX AUTHORITY. OSF IS 
HAVING A PRACTICAL POSITIVE iMPACT ON THE DECENTRALIZATICN 
PROCESS ANDRELATED POLICt CONCERNS. 

C. PPC ISSUE: WhAT OAPPENS TO LOCAL GOVERNMENT NEEDS 

WHEN AID FUNDING ENDS? 

RESPONSE: AID RESOURCES IN ALL PROJECT ACTIVITIES OF 
DECENTRALIZATION, ESPECIALLY DSF, ARE "PUMP PRIMING" 
ACTIONS WHI( ARE ALREADY DEMONISTRATING RESULTS OF 
INCREASING BUDGET FLOWS FROM CENTRALIZED MINISTRIES TO 
GOVLRNORATES. 'AID ANALYSIS OF GOE 1980-81, 81182 AND 
NEW 82-83 BUDGETS IS UNDERWAY AND THE TREND IS QUITE 
CLEAR.) WE BELIEVE AID F"iNDSARE CLEARLY INSTRUMENTAL 
IN INSTIGATING AND ACCELERATING THIS CHANrE. OBVIOUSLY, 
THE PROCESS MUST AND *JILL CONTINUE ASAID FUNDING RUNS 
OUT. A SUCCESSFUL TRANSITIOIN FROM FOREIGN ASSISTANCE TO 
DOMESTIC FU!IDINIGOFLOCALDEVELOPMENTIS ANTICIPATED AS 
A RESULT OF TWO FACTORS: (1)INCREASED ADMINISTRATIVE 
EXPERIENCE AND TECHNICAL CAPACITIES TO HANDLE INVESTMENT 
FUNDS; AND(2)CREATION OFPOPULARDEHANDAT LOCAL 
LEVELS FORCONTINUATION ANDEXPANSION OF SERVICES. IN 

UNCLASSIFIED
 



INFORMATION MEMORANDUM FOR THE ADMINISTRATOR
 

THRU: ES 

FROM: AA/NE, W.Antoinette For 

SUBJECT: Egypt: Decentralization PAAD 

Attached are two action memoranda to you on the Egypt Decentralization PAAD.
 
One, from this Bureau, recommends approval of the full decentralization sector
 
package. The other, from PPC, recommends approval of the package with the
 
exception of the Decentralization Support Fund (DSF) activity.
 

We have been aware of PPC reservations on the DSF and have devoted nearly two
 
pages inour action memorandum to a discussion of these concerns. PPC has now
 
decided to draft its own memorandum. We believe we have fully responded to
 
PPC's substantive concerns inour original action memorandum so we are sub­
mitting itas previously drafted.
 

The PPC memorandum does raise two additional issues which I would like to
 
comment on briefly. The first is PPC's assertion that the DSF was essentially
 
a hastily thrown together, one time transaction to meet our FY 1980 obligation
 
target. It is true that the notion of a DSF activity only fully emerged
 
during FY 1980. Impetus for the DSF grew largely out of the GOE reorganiza­
tion of May 1980 which delegated substantial additional authorities to the
 
Governorates. However, we had had prior experience with DSF-like investments
 
inthree Governorates which provided us with a model. A PID, per se, was not
 
submitted by the Mission but a concept paper inthe form of a cable-was sub­
mitted and was subjected to a NEAC review inlieu of a PID. While no follow­
on funding for the DSF was identified inthe original PP, this istrue for
 
most of our activities. Neither the Basic Village Services nor the Develop­
ment Decentralization activity specifically provided for follow-on funding in
 
the original PP. The point iswe intentionally limit our initial exposure and
 
subsequently select for additional funding those activities which are rela­
tively more successful. I believe the Agency guidelines encourage repeated
 
investments inareas of successful endeavors. Moreover, I firmly believe good
 
ideas may and do emerge from a gestation period considerably shorter than the
 
eighteen months required by the full PID - CP - PP cycle.
 

The second point isPPC's denigration of the equipment needs assessment. The
 
DSF istargeted at the maintenance of basic services at the Governorate
 
levels. Egypt's basic infrastructure and other services fell into disrepair
 
during the thirty years following World War II. The DSF not only represents a
 
major policy change where investment decisions are made, itinvolves also
 
partial movement towards a resource allocation which gives proper attention to
 
maintenance and basic infrastructure and services. Itseems to us that this
 
type of investment isfully consistent with the thrust of the Agency's recent
 
policy paper on Recurrent Costs. The AID policy paper disposes of the
 
existing bias infavor of new investments to the exclusion of maintenance and
 
recurrent costs. Finally, I see nothing wrong with financing dump trucks and
 
fire equipment. These items are inhigh demand and provide tangible evidence
 
of U.S. assistance -- visibility which the GOE earnestly desires.
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This is a politically and economically important project and I hope we can now
 
go forward with itrapidly.
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