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I. INTRODUCTORY OVERVIEW

A. S“RA'.‘L'.EEIC SOALS AND PROGRESS

US:..‘:D/Egypt developed the FY 1989 Country Develomment Strategy Statement and
tn.c Acticn Plan concurrently. The goals for the program are the same in both
documents. All twenty-three strategic goals are presented ané progress

assessed in Part IT of this document. A few highlignts are as follows:

1.  Macroeconamic Support _

Bal public policy continues to be a fundamental consiraint to increasing
Egqvptian productivity and achieving self-sustaining econcmic growth.

UShID's goal is to promote long run political stability and econamic wviabilitv
arxi growth by assisting the GCE to undertake structural economic reform.

™e Mission continues to increase the attention and resources it puts into the
policy dialogue, and the Egvptian Goverrment's process of policy analysis and
reformulation has came a2 long way in the past year. In August 1986, the GCE
capleted ts first carprehensive economic reform plan., CQurrent negotiations
with the IMF and the Werld Bank may lead to sigcnificant econcmic reforms amd
al.ow the GOE &£o reschedule its fore gn-~held debt.

St:..lJ., very few reform measures were actuzlly implemented during the past
vear. The most important that did occur were the customs reform of August
1986, removal of procurement quotas on certain crops, and continued increases—-
in agricultural procurement prices. Macroeconomic perfonnance continued to be
weak, however, and productivity remained low.

While Egypt goes through a difficult period of econamic adjustment, USAID will

assist the govermment to finance its budoetarv and balance of pavments

deficits with comodity imoorts, cash financing, anc agricultural.

camodities. Non-project support for Egypt was greater in FY 1986 than ever

be."ore. Wwe obligated $794 million and expended $837 m:.llmn under CIPs, cash
transfers, and PL 480 Title I. -

2. Infrastructure Develomment _ d

Rehabilitation and expansion of major econamic infrastructure is no longer a
ton Mission pricrity. Mission goals are now to:

- Complete the construction of urban infrastructure already ynderway:

- Exmard electricity supply only if the GCE increases electricity prices
substancially and regularly;

- Improve GOE cavacitv to manage water/wastewater utilities and the energy
sector; and.
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- Imorove the capacity ¢f local govermment and non-governmental
organizations to plan, implement, overate, and maintain local
infrastructure and other service projects

Cerseruction of major urban water and wastﬂwate: systems and of power plants
has proceeded well, although behind schedule in same cases. The Rod el Farag
water treatment plant is now ccmplete, ‘and the-Alexandria- wastewater-project -
is finally moving again.

Progress in the management area has been mixed., Electricity prices and urban
water tariffs were not increased in FY 1986. USAID expects a 29 percent
increase in electricity prices early in 1987; but such an increase would be
less than the general rate of inflation since the last price hike, Projects

- in Water /Wastewater Institutional Support and Energy Policy Planning went no
where in FY 1986, although new GCE management, in both cases, seems more
interested in implementing them. On the brighter side, on-the-job training in
operations and maintenance of water, wastewatar, and electric utilities has
proceeded successfully.

The Loczal Development program continues to improve local management
capabilities and make resources available for development at the governorate
arg. comunity level. Significant accamplishments this year were:

- adopt.ion of a central local govermment revenue sharing formula;
- tra.plmg of recurrent cost budgets of all governorates for FY 1987; and
- initiation of a pilot maintenance program -in-four governorates. - -

Implementation progress and dishursements slowed in 'Y 1986, however. A key
proplem was the govermment's inability to provide full-time middle level
mariagers and field staff %5 administer the program.

3. Imoroving Productivity

US2ID's most important goal for agriculture is to insrease production bv
removing acreage controls and allowing prices of inputs and ocutputs £0 move &0

market levels. The GOE made real progress in this area in 1986 when it:

- removed procurement guotas and farm price ceilimgs £ram all crops éxcept
cotton, rice, and sugar cane;

- doubled the sale price of yellow corn; and

- raised¢ procurement prices for rice, onions and cotton by 37,25, and 20
percent, respectively, and prices of other important crops by lesser
amounts.

The program made satisfactory progress- in the past ye2ar toward goals in the
areas of technoloav transfer, agricultural credit, and improved irrigation.
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- Small Farmer Production Project banking systems have now been installed
in 79 village banks and have made loans to over 50,000 small farms. The
GOE has aporoved a major expansion of the system under the new
Agricultural Production anc Credit projest.

- Agricultural research activities have developed high yvielding varieties,
which contributed in 1986 to a S_percent increase in rice vields and an
18 percent increase in rice acreage over 1985, Maize and wheat
demonstration plots vielded 50 percent more than national farmer
averages .in 1986. . ' '

- Approx:imately 6,000 irrigation structures have now been replaced urder
the Irrigation Management Systems project, increasing efficiency of the .
national system by one percent.

USAID hopes that Egypt's Zrivate industrv will increase production by eignt
percent annually through 1993. Owver the past £ive vears, that production has
wncraased at petween 3 and 8 percent anmually. And private sector investment
1e growing faster than public sector investment. Furthermore, the GCE is
developing pians to divest same punlic enterprises managed at the governorate
Leve .,

™e Mission ig ootimistic about expanding institutional finance for private
industry. While utilization of the P.I.E. Fund was disappointing in FY 1986,
recent approval of an increase in the number of participating banks and
relaxation of lending criteria will make the Fund more accessihble amd
atzractive to potential borrowers. Two small scale credit activities, one to
pe imclemented through village banks, have recently bean aporoved by the GCE
for implementation later this year.

The mnain goal of USAID's science and technology program is to support R & D
cans technology transfer activities to resolve specific develooment oroblems
aimed at improving productivicv., Design of the sub-projectis camprising the
Mission's second generation of S&T activities is nearing completion. Among
the older S&T projects, Mineral, Petroleum and Groundwater Assessment has been
a particular success, directly leading to new private sector investments.

b4

4. Buman Resources

USAID's popuiation goal is to increase modern contraceptive prevalence in
Fovo: from 31 vercent in 1986 to 40 percent in 1993, This rate was 30 percent
in 1985. The successful element of this program has been Family of the
Future, which has now expanded its contraceptive retail sales program to
virtually all Egvptian pharracies and to a significant percentage of private
rhyvsicians. Govermment programs have made very little progress. The Mission
has nearly campleted work with the Egyptian Family Planning Association and
she Ministry of Health to design major new family planning service delivery
progi-ams.
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The Mission's most important goal for health is to reduce infant mortality to
51/1000 and child mortality to 7/1000 bv 1993 throudn child survival
interventions. Infant mortality nas fallen fram 101/100C in 1980 o around

90/1000 in 1986, concurrent with the dramatic success of the USATI=-supported
CET program. USAID surpert for the other elements of the child survival
program is just beginning. :

In education, the Mission aims to increase enhrollment in rural schocls:
(grades 1-9) to S0 percent by 1993, with the majority of this increase among
girls. 5 new schools were constructed under the Basic Education project in
FY 1986, and the project has built 360 to date. School enrcllment in the

project area increased from 86.38 percent in 1985/86 to 88.51 percent in
1986/87. The project has now been expanded fram 10 to 24 governorates.

3. PROPCSED NEW PROGRAM ELEMENTS

1. Macroeconcmic Support

-  Cash transfers will be directly linked to implementation of policy
reforms, not to progress in the analysis and reformulation of policies,

-  Tax ddministration II (263-0209) will begin in Fy 1987. It will provide
$5 million in technical assistance to the Ministry of Finance to
rationalize incame, custams, and excise taxes which now adversely affect
vroductivity. '

2. Infrastructure

- Canal Cities Water and Sewerage II (263-0174} is due to begin in FY_
1888. Tne project will bulild wastewater treatment plants in Port Said,
Ismailia, and Svez and increase the water supply for Port Said, thus
campleting the systems already under way in the three canal cities.

- Cairo Water IT (263-0193] is a shelf project for possible funding in FY -
1988 or 13589, The project would improve and expand the distribution
network in the area served by the Rod El Parag water treatment plant.

- Alexandria Wastewater System Expansion (263-0100) will be amended in FY
1987 to add a final $0 million,

- USAID will fund new power projects only if the GOE increases electricity
: prices substantially and regularly. Leading shelf candidates for FY
1989 or later are: '
- Distribution Capacitors (263-0207)
- Thermal Power Plant Rehabilitation (263-0208)

- Local Develomment IT (263-0182) will be amended in FY 1987 to extend the
program for two vears. A major new campchent will provide credit for
amall scale enterprises through wvillage banks.
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Urban Develomment Suport (263-0199) is a shelf project for possible
funding in FY 1988 or 198%. ™e project would expand, at the
Governorate level, the pilot camunity upgrading program successfully
tested in Helwan.

Productivity

Irrication Management Svstems (263-0132) will be amended in PY 1987 to
increase LOP funding fram $139 million to $339 million.

The Fertilizer Supplv project (263-0186) appears unlikely to begin in FY
1987. The case has not yet been made for adequate availability of gas
to the Kima plant at Aswan, Neither has a good case been made for an
adequate demand for nitrogen fertilizer at market prices. These issues
nay kill the project altogether.

T™he five camponents of the SaT for Develomment Project (263-0140) are

under design. _ _

- SaT Cooperation, Industrial Energy Conservation and Energy Manpower
Develooment will begin in FY 1987.

- Schistosaniasis Research ard Land Use Plann:.ng will beg.n in FY
1988.

Human Rescurces

The Population project (263-0144) will be amended in FY 1987, exterding
the project and adding two new family planning service delivery programs.

Control of Diarrheal Diseases (263-0137) will be amended in FY. 1387 to
extend +the project for three years and aid $10 million.

Cos*t Recoverv Svstems for Health (263-0170) wild begin in late FYy 1987.

USAID will develop concept papers in FY 1987 arzﬂ 1988 for possible -
develc;ment of education projects in:

- in-service teacher training; _

- materials develomment, storage, and distribution; and

- science education.

T™he first two could be new camponents to the Basic Education project.
It is too early to develop New Project Descriptions for AID/W.

PROGRAM MANRGEMENT ISSUES

Problems const "aln:.ng achievement of USAID's program objectives are set forth
- in the narratives of the ten sector action plans in section II. A handful of
thase prceblems are cammon and worth special mention.



-6 -

Foremost among them are the comstraints to irplementing oolicy reforms. The
Egvptian Govermment believes reform could be disruptive and unacoeptable to
the population at large. The GCE is hesitant to deccntrol the exchange rate
(wnizh will result in inflation), reduce consumer subsidies, push family
planning programs, and Zivess public enterprises for this reason. The
constraint is real and needs to be dealt with sensitively. It is also
independent of the GCE's Juwdigment that a particdar-—reform may make -good - -
econamic sense.

Another problem is the GOE's inability to make timely decisions. The urban
wastewater programs have been delayed becauss implementing agencies have been
unwilling to approve IFBs amd award contracts. Delays in appointing staff to
mid-level management and field peositions is seriously slowing implementation
of the local development program.

An issue that is bound to contimue is the insufficierncv of the operating
budgets of same of the GOE implementing organizations. Inadequate funds limit
the Imgact of the agricultural research system, for example. Unless the
gevernment increases these budgets, the Ministry of Agriculture will be unable
o utilize fully the research facilities recently campleted.

attaining Mission goals for the private sector deperxls on the willingness of
the govermment and the public to see the private sector increase its share of
tne pie. -Support for a broad public sector role in Egyptian society is an
enduring legacy of the Nasser era. Pro-public sector forces in the govermment
will continue to oppose divestiture of public irdustries, reduced controls on
production, movement of factor and product prices to market lewels, and a
greater role for private dealers in the marketing of agriculitural inputs. The
chilosopny of govermment as the provider of social services may also be an
chstaclie to promotion of private systems for financing curative care.

Bad relations hetween GOE implementing agencies ard American contracktors on
infrastructure orojects have resulted in the formatiom of an American

Contractors in Egvpt (ATE) group. USAID and the new Minister of Public

Dtilities are wcrkmg with ACE to improwve contracting procedures and to deal
with the contractors' camplaints.

A final problem that will always be with us to same extent is an imperfect
coincidence of priorities. Current issues include:

- " the program mix. The GOE wants a large increase in the cash portion of
the FY 1987 program. USAID will support economic reform but generally
believes that project assistance provides more lasting development -
impact than straight resource transfers.

- PL 480. The GOE does not want to see the Title I program phased down,
as A.I.D. has planned. The govermment is loathe to give up highly
concessional loans, which provide balance of payments support above the
Congressionally earmarked ESF level.
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DT, 480. The GUE does not want to see the Title I program phased down,
as A.I.D. has planned. The govermment is loathe to give up highly -
concessional leoans, wnich provide balance of payments support above the
Congressionally earmarked ESF level, -

- science and technologv. The GOE accords lower priority to building
research -and development capacity than A.I.D. dces. The Egyptians are
preoccupied with more urgent, short-term priorities. The Mission may
face difficulty in negotiating large cbligations for the S&T program in
F¥s 1988 and 1988.

training. The Mission did not achieve A.I.D.'s goal of a 50 percent
increase in participant training in the U.S. over two years. The GOE's
aim has been to eliminate unnecessary overseas training. However,
training will continue at about 1,000 U.S. participants per vear.

family planning. Many GOE policy makers see decreases in population
growth as the inevitable result of Egypt's econcaic development. USAID
sees family planning as a necessarvy basis for that develcmment.




A.  MACROECONOMIC SOPPORT

1.  Strategic Goals and Intermediate Objectives

Strategic Goal: Promote long run polxt:.cal—stabzllty and econamic

v1ab111ty ard growth by assisting the GCE to urﬂertake structural
econcmic reform. -

Intermediate Obje::tive: A GCE reform program that results in a

Standby Agreement with the IMF in FY 1987, thereby allowing Egypt
to reschedule $10 billion in externally held debt and to access up
o0 $600 million in short term World Bank resources.

Intermediate Objestive: Unify foreign exchange rates as specifie&

in an agreement to be reached with the IMF in FY 1987. At this
point USATD expechks that agreement will <all for: :

(1) moving all transactions that currently take place at the
$1.00 = LE 1.35 rate to the free market rate during FY 1588, and
(2) moving all transactions that currently take place at the
$1.00 = LE 0.70 rate to the free market rate by the end of FY 1983.

Intermediate Objective: Egualize effective interest rates for
mablic and private sectors at positive real levels by the end of
FY 1989 or allow them to move to market-determined levels.

Intermediate Ohjective: Reduce the GOE udget deficit fram

23 percent of GDP in 13885/86, to 13 percent in 1987/88. (Much of

this reduction will result froam raising prices for industrial
products and from reducing subsidies on same food products.)

Intermediate Obje::tive‘: Increase electricily tariffs and petroleum
product prices on a path toward total elimimation if implicit GOE
subsidies by 1992. See Section II.C below for details.

Intermediate Objective: "Free up" agriculture to ma:ket forces.
See Section II.E below for details. _ .

Strategic Goal: Pramote political stability amd econamic viability

in the near term by assisting the GCE to finance its budgetary and
balance of payments deficits with commodity imports, cash -
financing, and agricultural cammedities.
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Intermediate Objective: Assist private sector producers and
govermment services to import essentizl cammodities with.
$200 million in CIPs anmually in FY 1987, 1988, and 1989.

Intermeciace Objective: Assist the GIE to close: ifs balance of
payments gap with cash transfers in FPys 1987, 1988, and 1989,

based on-GOE performance-in policy reform and USAID!s assessment-of - -

tne GCE's needs for foreign exchange.

Intermediate Objective: EBelp the GOE to finance its imports of

- essentilal =gricultural commodities with $169 million in PL 480
Title I assistance in FY 1987, $150 million in FY 1988, and $125
million in FY 1389.

2.' Imact Achieved

a. Econamic Reform

T™he last vear has been an extremely impeortant one for the GOE's macroeconcmic
reform 2ffcrts. USAID has continued to increase the attention and rescurces
it pzts into the policy dialogue, and the Egyptian Govermment's process of
molicy analysis and reformulation has coame a long way.

Factors contributing to the redoubling of the GOE's efforits have included:

- a worsening of the balance of payments crisis;

- ' negotiations with the IMF on a stamdby agreement that would allow the
-'esd':edulmg of external debt;

- renewsd interest of the World Bank in making substantial short term
credits available if econamic policies are improved:

- Congress linking A.I.D. cash transfers to policy refn:m: ard

- technical assistance for policy analysis funded by USAID.

In August 1986, the Goverrment campleted a comprehensive econcmic reform
pian. While lacking in detail, especially regarding implementation, the plan
*enrmsented the GUE's best =ffort to date to deal with the need for

" camrehensive policy reform. Since then, the GJUE has developed its ideas
considerably further in the course of negotiations with the IMF. USAID has
provided policy analysts £o help the govermment examine issues regarding:

- exchange rates,

- interest rates,

subsidies,

- agricultural policies,

- - the fiscal impact of reform, and

- the effect of the reform program on macroeconamic perfomance.
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Although most of the progress of the past vear was in improving processes of
reform, the GOE did actually implement same econamic reforms. Chief among
them was the custams reform of August 1986, in support of which USAID
disoursed $110 million in cash transfer. This reform ended most custons
exemptions ard introduced new minimum rates ¢f 1 and 5 percent.

“Cther econamic reforms - of the-past year-include:r - ———e- .. Lo .

- increasing gasolme prices by 5 p:.asters/llter-

- deubling the price of imported corn;

- allowing the private sector to import more food items, previcusly
restricted to the public sector;

- increasing prices for miscellaneocus non-essential consumer goods;

- ran.smg telephone service charges;

- increasing procurement prices for several agricultural crops (see
section II.E, below)

- - eliminating the L.E. 0.80 = $1.00 exchange rate and moving
transactions that took place at that rate to the L.E. 1.35 = $l 0o
rate.

Conspicuously missing £ram the list of FY 1986 reforms were increases in
tariffs for electricity, same petroleum products, and water/wastewater
services, which USAID had expected., The issue of pricing for these services
is Giscussed in Sections XI.3 and II.C below.

Egypt's macroeconanic performance was weak over the past year. Preliminary
figures for 1985/86 show a continuing rise in the budgetary deficit amd
subsidy burden. The balance of payments deficit has continued to widen. A
slowdown in economic growth alse occurred, resulting £rom reduced foreign
exchange earnings (particularly from oil exports) and the contractionary
effects of years of poor economic policies. These policies also kept
productivity at low levels.

b. Program Surport for the Balance of Paynerfts .

JSAIr 's non-project support for Egyvpt was greater than ever before in FY 1986
(in § millions):

Obligated ' Expended

Gmrmnt CoI oPo . ]-55 -4 * 229 01
Private Sector C.I.P. 50.0 19.0 **
PL 480, Title I _ 228.9 228.9
Cash Transfers 360.1 : 360.1
794 .4 837.1

* includes $5.4 million reobligated fram prior vear furds
*x expended under the Private Sector Proguction Credit Project, predecessor
to the current Private Sector C.I.P.
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3. Major Programmatic and Management Actions for FY 1987-89

- In the volicy dialogue, place increasing emphasis on implementation of
reforms, rather than concentrating exclusively on econamic analvsis and

the develomment of political consensus. Disbursements of cash transfers

will be linked directly to implementation of reform measures.

- Continue to provide top qualityrconsulta:its to assist the GOE in the
analysis, formulation, and implementation of policy reforms.

- Encourage the GCE and the other donors to convene regular donors'
meetings, under World Bank auspices, beginning in FY 1988.

- Encourage the GCE to shift CIP resources from puhlic to private sector.
In FY 1986 the public sector program got 75 percent of total CIP furds.
We are negotiating for a 50/50 split in FY 87 anxi perhaps an even larger
share for the private sector in F¥Ys 1988 and 198%.

- . Design and obligate the Tax Administration IT Project in FY 1987 to

rationzlize income, custans and excise taxes which now adversely affect
the private sector.

4. Constraints to Program Success

Policy reform will continue to be a difficult process. The Govermment moves
especially slowly on price reform becanse of fear of political reactions by
consuners and public sector enterprises that will suffer incame losses. There
is also ideclogical division within the govermment regarding the role of the
publiz and private sectors. Reaching policy consensus is a difficult process
for the GOE but a necessary .;ten before key decisions are sent to the
oresident for his approval. The GOE has made progress in this rﬂga..d during
The past year. . '

Adequate information and data are lacking on the econary and on the GCE's
performance. The dearth of goed information makes it difficult to estahblish
meaningful econamic benchmarks and impedes the timely and accurate evaluation
of ths GCE's movement on econamic reform.

In the past, the GOE has looked on the ESF program, and especially the cash

«ransfer portion, as an entitlement, because of Congressional earmarks. Those

earmarks, requiring A.I.D. to ohligate the funds each year, diminished USAID's

leverage in effecting policy reform. That constraint was eased in FY 1987 .

when 3SF funds were appropriated on a two-vear basis and the USAID was given

disecration to shift program funds to cash in support of further significant
Llicy reform.
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MPIC still resists shifting ST funds from public to private sector. 'Iheiy
aiso favor a subsidized exchange rate for public sector enterprises using the
C' It.l: .

T™e S0E does not want to see the PL 480 Title I progran thased out, as A.I.D.
has plarned to do. The Govermment is loathe to give up these highly
concessional loans, which provide balance of payments. support above the
Congressionalily earmarked ESP level.

5.  Management of Resources

a. Fumding

U.S.A.I.D. has sufficient budgetary resources to support the policy dialogue.
Cengress's appropriation of two-year funds and the flexibility contained in
the current legislation have augmented the Mission's ability to encourage
econcmic reform.

c. Staffing

Te provision of technical econamic guidance to Mission management as the
pasis for the econamic policy dialogue requires intensive staff analytical
work amd constant consultation with GOE officials. Gererating the information
that underpins this dialogue also requires the constant monitoring of
macrozconanic developments and of prices and pelicies in key sectors. This
work reguires 75 percent of the time of the {ive USDH econcmists, three FSN
ezonauists, and three FSN secretaries in PPP/E. It also demands about 30
percent of the time cf the Associate Mission Director for PPP and his USIH
secretary. The £ifth USDH Econamist position was estarlished in FY 1987 in
support of this increasing need for econamic analysn.s. The rest of the PPP/E
warkload is in support of projects and economic reporting and does not apwear
in the table below. _ -

The sctaff that runs the Govermment CIP in IS/OMT was reduced by one USDE in
the FY 1985. There will be =a sl:.ght shift in staff frem the Govermment CIP to
the Private Sector CIP (see table in Section II.F.5) over the planning

period. The Tax Administration project i also managed in the IS directorate.
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PROJECTED MACRO-ECONOMIC SUPPORT STAFF LEVELS

FY 1987 FY 1988 Ty 1989
UsH BN CSpE BN Ustg PN
Policy Dialogue 2.3 1.5 2.3 1.5 2.3 1.5
Econamic Memitoring 1.7 3.0 1.7 3.0 1.7 3.0
DL 480 Self-Help 0.3 1.5 0.3 1.5 0.3 1.5
Government CIP 5.0 15.3 4.7 15.0 4.5 14.8
Tax Administration 1.0 8.1 1.0 0.1 1.0 0.1

10.3%  21.4%*  10.0% 21.1%**  9.g* 20.9%* .

* Inciudes 0.6 for the Associate Director PPP ard his secretary and
0.5 for the Associate Director IS, his secretary and the Deputy
Associate Director IS.

**Tncludes 0.2 for the secretary of the Deputy Associate Director IS.
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WATER AND WASTEWATER

Strategic Goals and Intermediate Ohdectives

Strategic Goal: Improve ...gyr:tlan canaba.lz.ty to manage water ard
wastewater systems.

Intermediate Objective: 1Increase urban user tariffs to cover
S0 percent of cperation and maintenance costs by 1987 and 100
parcent by 1990.

Intermediate Objective: Build into all new projects start up and
operation and maintenance elements to ensure the smooth transfer of
newly constructed or rehabilitated facilities from construction
contractors to operating units. Develop transitional OsM plans for
campleted or nearly campleted facilities. By the end of 1989 all
coumpleted facilities will have on~the job training programs in
ocperations and maintenance.

' Strategic Goal: Canplete construction and rehabilitation of urban

water treatment and distribution systems and wastewater collection
and treatment networks by 1994.

In Cairo:

- Intermediate Objective: Complete the Cairo west bank sewerage

collection system by 1993. Expand the service area to 1.5 million
inhabitants and provide encugh excess capacity to serve the 3.5

million inhabitants who will occupy the arsa by the year 2000.

Intermediate Objective: Rehabilitate an existing wastewater
treatment plant and construct a new plant bv 1993 to handle all the
wastewater collected on Cairo's West Bank. These facilities will:

- improve services to 600,000 pecople,
- expand service to 1.5 million additicnal, pecple, and
- provide an excess capacity to meet year 2000 population levels

estimated at 3.5 million.

Intermediate Cbiective: Improve the effluent drains and provide
sludge handling racml:.n.:.es for the two wastewater treatment plants

by 1993.

Intermediate Cbiective: Complete the rehabilitation and expansion
of the Rod El Farag water distributjon system by 1992, providing a
dependable potable water supply to meore than three million
inpabitants. (This is a shelf item, to be undertaken if funding
becanes available.)
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In the Provineial Cities (Beni Suef, Minva and Favoum):

Intermediate Chjective: Build new water treatment plants, storage
reservolrs ard intaxe structures in the three provincial cities by
1982, ‘ : .

- improving service, .
- meeting per capita needs of 600,000 people, and
- providing capacity to meet year 2000 reguirements.

Inté:mediaté Objective: Expand wastewater collection nets and
rehabilitate existing wastewater treatment plants in the three
cities by 1990, thus improving and upgrading service to 600,000
paople. -

In Alexandria:

Intermediate Objective: Complete expansion of Alexandria's
wastewater collectilon system by 1992, expanding service to 800,000
additional people and improving existing services to 2.5 million
people. '

Intermediate Chiective: Begin rehabiliration of two wastewater

treatment plants in 1987 to be campleted by 1990. Initiate
construction of the sludge disposal facilities in-1988 to be
completed in 1992. .

In the Canal Tities (Suez, Ismailia, Port Said):

Intermediate Objective: Increase the raw water supply to the Port
Said water treatment plant by FY 1994, expanding service to 200,000
additional people.

Intermediate Obdective: Complete ongoing expansion of water

treatment and distribution facilities in the three canal cities by

1987, exzanding service to 500,000 additicnal pecple.

Intermediate Ob-ie:tive': Canplete expansion of the sewerage
coliection systems of the three cities by GUE-financed contractors
by 1988, expanding service to 500,000 additional pecple.

Intermediate Objective: Initiate construction of wastewater
treatment facilities in the three cities in FY 1989 and camplete
the facilities by FY 1594,

Strategic Goal: Improve the quality and reduce the cost of water
and wastewater services in Egyptian towns ard villages by
introducing new technologies through the Local Develosment program.

Intermediate Cbiective: Implement 24 appropriate technology
wastewater prolects in two rural governorates by the ernd of Ty 1987.




2.

- 15 -

Intermediate Objective: Introduce 30 slow sand filtration water
. treatment plants and associated distribution systems in 15
governorates by the end of FY 198S.

I.mnéct Achieved

In Cairo:

™e Red El Parag Water Treatment Plant was ccurpletai in October 1986,
prov:.dmg potable waiter to several million pecple in Cairo.

Rehabilitation of pumping stations and force mains under Cairs Sewerage
I was completad in September 1986, substantially campleting the project
and =liminating the previously chronic sewage floodmg of Cairo's
streets.

Four major construction contracts were awarded urder Cairoc Sewerage II
during 1985, and construction began. The contracts cover sewage -
collection on Cairo's West Bank (northwest collectors, culverts, pmping
stations, and Giza relief main).

T™he selection cf an erngineering design firm for Cairo Water II was
campleted in December 1986. Negotiations are under way with this firm.

In the Provincial Cities (Beni Suef, Minva and Favoum):

Detailed plans and construction specifications for a design-huild
contract for three new major water freatment plants and assorted water
ard wastewater facilities were completed and issved to prequalified
contracteors in November 1986.

Major expansion and rehabilitation of the water and wastewater 'systaus
for the three cities has been campleted under aporoximately 300
subprojects.

Host Govermment approval of a direct AID contradt for comstruction
management services o supervise the design-build effort was obtained in .
Octoper 1986. Selection of a £irm to provide these services is under
way.

In Alexandria:

Construction of seven major sewerage pumping stations and associated
(turmel) force mains is 75 percent complete. 'Two of these stations were
canpleted and accepted in November - December 1986, and tunnel
construction has accelerated.

m™e construction contract for the rehabilitation of two major wastewater

- treatment plants was bid in September 1986 and awarded in January 1987.
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Right-of-way and land acguisition problems were résolved, so that
planning for sludge csnt..ar.:ts (to handle ocutfiow fram treatment plants)
can »e completed. : :

In the Cana. Cizies (Suez, Isnailia and Port Szid):

In

All AID funded wastewater construction (pmnpmg stations, collectors,
force mains) in the three cities was completed July, 1986.

Construction cf assceiated wastewater collector facilities financed with
Egyptian pourdds is &5 percent complete as of January, 1987.

Canal Cities water facilities (treatment plants, distribution systems)
construction is virtually catpleted except for minor activities as of
Jamuary 1987.

A major work order for training was initiated in mid-1986. It ‘should
improve operation and maintenance of these newly constructed facilities.

Rural Areas:

200 village potable water projects were campleted in 1986, bringing the
total funded bv the Local Development Program o 2,000.

20 pilot wastewater projects were designed and initiated in 1986 to test
appropriate technologies for village wastewater systems.

M&ior Programmatic and Management Actions for v 1387-89

Canplete design of the Cairo Water II shelf project by early FY 1988.
If funding is available, the Mission will undertake this follow-on
prcject to upgrade and rehabilitate distributing nets for treated water
in the camand area of the Rod El Farag water ireatment plant.

Terminate the Cairc Water Supply project at the end of FY 1987.

Increase water tariffs and rationalize rates so that overation and
maintenance costs are met without overly burdening the poorer, minimum
quantity users. Gradual increases of the rates of certain users will
continue through 1990.

amend the Alexandria Wastewater System Expansion project in FY 1987,
adding furnds to finance sludge treatment facilities. This amendment
will include new and innovative approaches to operation/maintenance,
training, and institutional development, such as twinning with sister

‘utilities in the U.S. and on-the-job training in operating utilities in

the T.S.
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- Design the Canal Cities Water and Wastewater II oroject in FY 1987.
™is follow-on project will finance wastewater treatment facilities for
the three canal cities and expansion of Port Said's water system.

4, Constraints to Program Success

Inefiective GOE management of contractors (particularly expatriate
ccntractors) hinders the construction of major urben water and wastewater
projects. Adversary relationships between contractors and govermnent entities
have resulted in deslayed decisions regarding routine change orders and in an
overly zealous scrutiny of payment vouchers that has caused delays and
aggravated the contractors. A related problem has been the reluctance of GOB
entities to accept and put in use completed projects. This problem has left
campleted projects in contractor hands after all the work is dene, inspiring
contractor protests and causing friction and sametimes claims.

Institutional and human resource problems are sericus constraints to the
implementation of construction projects as well as to the proper cperation and
maintenance of water /wastewaster infrastructure. Typical of these problems
are: '

- Lack of decision making. GCE decision making is characterized by
procrastination, management by cammitiee, camplex concurrence/clearance,
minimal delegations of authority to subordinates, and a reluctance to __
resolve problems at the proper level of authority, instead pushing them
upward;

- - Inadequate collaboration and coordination with other ministries,
particularly the Ministries of Finance {custams) and Social Affairs
(insurance), to resolve implementation problems. :

- Inadequate technizal preficiency, particularly in the provinces, due to
lack of supervision, standard operating procedures and hands-on training.

5. Management of Resources . ' '

™he c:hall‘enge of meeting A.I.D.'s obligation in the urban water/wastewater
sector is illustrated by the magnitude of funding involved:

$1.1 billion obligated to date,
$804 million projected for future ohligations, and another $100 million

~on the shelf.

- over $524 million expended to date, ard

- major construction projects underway in eight cities covered by the
program. :

USAID's emphasis will continue to shift toward the need to operate and
maintain the infrastructural elements of the program as construction is
camplated. This emphasis involves dealing with the sector's basic policy and
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institutional issves through a continuing dialogue with all levels of the
50E. Annual sector reviaws provide a major forum for dialogue with the GOE on
these issues. But opportunities for such dialoque also exist in daily
centacts, in the trojecst development and approval process, and in meetings
dealing with contract problems.

Against this backgrourd, effective.management of sector rescurces is . - . .
imoerative. The lack of institutional depth of GOE entities makes ef.fecuve
management of resources on the Egyptian side difficult. To alleviate this’
problem, technical assistance and training are provided under each project to
assist all sector organizations in improving their cperations, maintenance,
financial and training capabilities. The Water and Wastswater Instituticnal
Support project will begin providing sector-wide technical assistance and
support to key institutions by 1988.

USATD's Development Resources (DR) Directorate is responsible for the design
and implementaticn of the Water/Wastewater portfolio, and for most of the
policy dialogue in the sector. Primary responsibility within DR rests with
the C£Ifice of Urban Administration and Development (DR/UAD), with considerable
suppcrt provided by the Office of Project Support (DR/PS) in the areas of
specialized engineering skills, project develcpment and training. The rural
water ard wastewater program is managed by the Office of Local Development and
Administration (PR/IAD), again with technical support firam DR/PS.

DR/UAD manages its water/wastewater portfolioc..through the.Director's office, _.
four management units with project management and contract monitoring
responsibilities, and a secretarial staff. The management units include the
Cairo, Alexandria, Canal Cities, and Provincial Cities. The Director's office
is staffed by one USDH and cne FSN secretary.  The management units- are -
staffed with 4.5 USIH, eight PSN engineers, two FSN secretaries-and one FSN ~ -

program assistant. -(A f£ifth management unit, with 2 FSN . engineers.and half .= __..

the time of a USDH Project Officer and an FSN secretary, manages the Helwan
Housing project and is designing a shelf follow-on project for implementation
under the Local Devalomment Program.) UAD manages twenty-two large U.S.
contracts with eight new contracts to be under way by 1988.

Although the Mission plans to phase out urban water/wastewater programs after
curreat programs are completed in the eight cities, the workload will continue
t3 be heavy for several more years. A shift to direct AID contracting,
adoption of a design-build apprcach in severzal new contracts, and the extra .
e*for: needed to monitor compilex construction projects will require a constant
level of effort through at least 1990. In addition, two project papers and a
PP amendment will be campleted by early FY 1988. Nevertheless, it is not
anticipated that additional USDE will be needed, although TAD will deperd on
considerable backstopping from the Office of Program Support. As the second
phase of the Canal Cities project unfolds, two additional FSN engineers may be
reauired. The Mission expects to reassign them fram the Office of
Infrastructure Development (DR/ID), as other infrastructure projects are
campleted. _
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aAs on-going projects are conrleted, GCE entities are facing substantial claims
that will r e quick resclution to terminate the contracts involved. The
Mission is cons:.de:m" oprions for improving this process, including increased
use of third party mediaticn and perhaps even adding a PSC claims specialiss
to the staff,

PROJECTED WATER/WASTEWATER STAFF LEVELS

FY 1987 PY 1988 FY 1989
USH FSN 2 USDE 2 PSN 2 USH @ ESN

A. By Punction

1. Administration, policy, 2.6 2.8 2.5 2.8 2.5 2.8

and Instl. Develpmt.
2. Cairo Projects | 2.8 3.5 2.6 3.4 2.5 3.4
3. Alexandria Projects 1.1 1.5 1.1 1.5 1. 1.5
4. Provincial Cities 1.2 3.6 1.2 3.6 L2 1.6
Drojects
5. Canal Cities Projects 1.6 1.8 1.6 1.8 1.5 1.7
§. Rural Programs 0.6* - 0.8* - 0.8*% -
TomLe | 9.9 13.2 9.8 IRl 9.6 13.0

B. By Office

1. AD/DR 0.6 - 0.6 = 0.6 -
3. DR/UAD 5.5  10.5 5.5  10.5 5.5  10.5
3. DR/PS 3.5 2.7 3.4 2.6 3.2 2.5
4» DR/IAD* 0.3 - 0-3 - 0-3 -
TOTALS: - 9.9  13.2 9.8 -12.1 9.6  13.0

* 0.3 USDH Project Officer double counted in the staffing table for the Local
Develocment Program in Section II.D.S.
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Strateqic Goals and Intermediate Ohdectives

2.

Strategic Goal: Increase electricity tariffs and petroleum product
prices on a path toward total elimination of implicit GOE subsidies
by 1992.

Intermediate Objective: Increase electr:.cz“y tariffs at least
29 percent in mid 1987 and by 30 percent above inflation annually
£ram FY 1988 through FY 1992.

Intermediate Objective: Eliminate elec‘:.rJ.cJ.ty price differentials
favoring public sector over private enterprises by early FY 1989.

Intermediate Objective: Increase real prices for damestic

petroleum products 40 percent annuaily in Fizs 1987, 1988, and 1989.

Stratecic Goal: Improve GCE capability to manage the energy sector.

Intermediate Objective: Improve significantly the GOE's energy ...

pelicy and planning capability. Complete supply/demand analysis
and prepare policy recommendations for energy pricing, systems
rationalization and conservation for Cabinet: review by FY 1988.
Complete GCE investigation of the feasibility of using coal instead
of oil or gas to fuel future electric power-generation-by FY 1988.

Intermediate Objective: Complete assessments of renewable energy

potential by the end of FY 1989.

Intermediate Objective: Train 80 persons in oil production and

elactricity management by FY.l989.

S

Sti'atnaic Goal: Increase the supply of electrical power to meet

denand by 1993 tnxough expansi ion of new generatmg capacity,
renabilitation of existing generating capacity, amd/or
conservation - whichever means proves to be most cost effective.
(USATD will pursue this goal through new projects only if
electricity tariffs are adequately increased.)

Intermediate Objective: Complete construction of the Abu Sultan

(Ismailia) power generation plant in FY 1987, the Shoubrah El
Rheima plant in FY 1988, and the Talkha C‘anbmed Cvcle plant in FY
1989.
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Intermediate Objective:; Reduce distritution losses by 10 percent
in Alexandria by the end of FY 1989. Reduce distribution losses in
the national grid by 20 percent by FY 1991 - if electricity prices
are increzsed and if funding becames available - through the
installation of distribution capacitors.

~ Intermediate Objective: _Begin technical assistance for a .
rehabilitation program to improve the efficiency of existing
generating plants by the end of FY 1987. 1If funding becomes
available and if the GOE increases electricity prices adequately,

 this activity could be expanded into a full power plant
rehabilitation project by FY 1989.

Imoact Achieved

Pollowing the major price increases implemented :in 1984 and 1985, the
GCUE has not imstituted any further increases in electricity prices.
(Gasoline prices were increased again by 5 piaster/litre in 1986,
however.) It is understood that significant electricity price increases
proposed by MOE and EEA during 1986 were not approved by the GCE
cabinet. Never.heless, USAID expects that the G(E will approve a 29

~ percent increase in electricity t.anffs early in 1987.

Construction was begun.in 1986 on_the fourth and. final 315 mw gene:atmg-
unit of the Shoubrah EL Kheima Thermal Power 1=’1.am:.

The fourth 150 mw unit of the Ismailia T™ermal Power Plant was campleted
and made available for testing.

In August 1986, USAID authorized and obligated $65 million for the . .. -

- 110 mw cambined cycle add-on at the Talkha gas turbine plant.

Major Programmatic and Management Actions for FY 1987-89

'::cmplete evaiuation of USRID power sector program -in FY 1987.

rovide technical assistance 0 EFA &0 carry out a rehabu:.tatz.on
program of Egypt's power plants.

Initiate a2 project in FY 1988 or 1989 for the installation of capacitors
on the 11 KV distribution system, if the GCE makes substantial progress
in increasing electricity charges and if funding for this shelf item
becames available. . _

Within legislative limits, USAID will consider providing support for
training GOE personnel in the construction, operations and maintenance
of the EI Dabaa Nuclear Power Plant, assuming the American bidder is
awarded the construction contract. In addition, USAID may also consider
supporting specific site works peripheral to the main power plant '
facility.
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- Terminate the Ismailia Thermal Power Plant project (263-0005) in
FY 1987.

- Terminate the Shoubra 1 Kheima Thermal Power Plant project
(263-0030) in FY¥ 1988.

- Terminate-the Energy Policy- Plamning Project-{263~0123.1)-in FY — ..

1589.

- Terminate the Renewable Energy Field Testing Project (263-0123.2)
in Fy 1989.

- Terminate the Talkha Cambined Cycle project (263-0196) in FY 1989.

4. Constraints to Program Success:

e Ministry of Electricity and Energy recognizes the need to raise energy
prices to reduce demand, o reduce burdensoame subsidies, and to create
financially viable utilities. The goverrmment is highly sensitive, however, to
the political dangars of raising prices too quickly. 'The pace of tariff
reforms anxd the allocztion of price hikes for the various energy products will
be constrained by the Govermment's considerations of equity axﬂ by its
Judgment of what is pclitically feasible.

The Egyptian Electricity Authority (EEA) needs to give priority attention to
imorewing the operation of Egypt's power generating facilities. Less than 80
percent of the system’'s totzl rated name-plate generating capacity is
available to meet demand requirements. Because of the need to use these
plants to meet its deman3, EEA has not been able to carry-out planned -~

maintenance cf generating units. Because of shortages of-foreign.exchange. - .

needed to prchase replacsment parts, plant reliability and ocutput have also
suffered. Furthermore, Egyp:'s transmission and distribution system
experiences inord;nately high energv losses resu_ting in system-wide low
voltace, Obsolete and undersized equipment is subjected to overloads,
resulting in frequent egquipment failure. Without any major increase in system
czpatility - through conservation, rehabilitation, and creation of new
generating capacity - Egyst's existing facilities will continue to work under

-

a severe strain, leading to equipment breakdowns and interruptions in service.

s. Managemant of Resources

a. Funding

A has requested the donor community to finance huge increases in new
generating capacity to meet substantially increased demand for electricity in
the ysar 2000. USAID believes that this projected demand will be reduced
through increased tariffs and that improved efficiency in the generating,
cransimission, and distributicon systems can significantly augment the power
surely. The Mission agrees, however, that further invesiments in additicnal
bese-load facilities may still be necessary over the next several vears.
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Given USAID's large comitments in other sectors, however, the Mission cammot
be the ma2jor financier of the expansion of EgQypt's power generating capacity.
Other aonors, probably the World Bank, will have to take the lead, if the
pelicy emvironment is encouraging enoush. I electricity prices are raised

- substantially and regularly, however, USAID would make ‘unding availahle for a

"least cost® program to add capacity, beginning with power factor correction
{distribution capacitors). and power plant rehabilitariom. .,.Imf.nppo:t_of
continued price reform, the Mission would also consider participating in a
donor consortium to build new base thermal generating capacity.

b, Staffing .

The Mission expects to gradually reduce the amount of staff resources devotad
to ergrgy projects, unless progress in tariff reform justifies new project
activities. Currnent plans are to merge the DR/UAD arxi DR/ID offices at the
end ¢f FY 1987.

| Monitoring and anﬂ.ysis of the GOE's progress in raising electricity prices

will requipe ten percent of the work time of one FSN engineer in DR/ID and the
close attention of one senior USDH electrical engineer and the DR/ID Office
Director. This information will permit PPP/E to carry out the Mission's
overall monitoring of energy prices, which will require 15 percent of the time
of a JSDH eccnamist and 30 percent of an FSN econamist.

DR/ID's currznt electrical engineering staff (2 USDH and 2 FSN) is adequate to
design any potential power sector projects during the FY 1987-8% planning
pericd., Extensive suprort bv one of the Project Develomment Qfficers assigned

the DR/ID Qffice is alsc planned during FY 87. DR/ID relies on feasibility
swudies performed by contractors to provide much of the information needed for
project design.

™e DR/ID engineering staff is also adecuate to monitor the implementation of -
ongoling projects in electricity generation and distribution, assmnmg
centinued satisfactory performance by the supervising engineering Jfirms
contracted urder each project. The Mission's Renewable Energy project is
managed by one full-time USDH engineer in the S & T Office.
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PROJECTED ENERGY STAFF LEVELS

Administration

Project Mariagement

1. Ismailia Thermal rower Plant -

‘2. National Energy Control Center

3. ¢Shoubrah Thermal Power Plant

4. Urban Electric Distribution

S. mTaikha Combined Cycle .

§. Aswan Dam Rehabilitation ‘

7. Energy Policy Planning and
Renewable Energy Pield Testing#

Project Désign .

Monitoring and Analvsis of

Electricity Prices

FY 1988

Y 1987 FY 1989
2.0% 1.2+ - 1.0* -
0-2 0.1 0.2 - -
Ool 0-1 0.2- . - -
0.4 0.4 0.1 0.4 G.l
0.2 0.2 0.4 0.2 0.4
0.1 0.1 0.7 0.1 0.6
0.2 0.3 0.1 g.2 el
1.0 1.0 0.4 1.0 G.4
0.6 0.7 0.2 0.3 T.4
0.1 6.1 - 0.1 0. 6.1
4.9% 4.2% 2.4 3.3* 2.2

Inclides 0.3 of Associate Mission Director for Develorment Resources and 0.3 of his
secratary and excludes DPPE/PAAD monitoring of energy prices.

for Macro-~-Econauic Support).

(See staffing table

This staff responsibility is also listed in the SaT staffing table in Section IT.G.5



LOCAL DEVELOPMENT

Strategic Soals and Intermediate Dbiectives

Strateqic Goal: To improve the capacity of local goverrments ard

- non=govermmental organizations to plan, finance, implement, cperate

and mamtam locally chosen basic services projects.

Intermediate Objective: Develop 2 govermment-wide commitment to
the GCE's stated policies of administrative and fiscal
decentralization of goverrment services. By the end of FY 1989 the
Local Development Technical Secretariat routinely conducting policy
analysis and securing inter-ministerial camitment of fz.scal ard
administrative decentralization.

Intermediate Obiective: Introduce a system of central-local
govermment revenue sharing. By the end of FY 1989 the Ministries
of Planning and Finance routinely providing to local goverrments,
on a matching basis, discretionary capital and recurrent cost
financing equivalent to 30 percent of A.I.D.'s annual capital
contribution to the Local Development Progrem.

Intermediate Cbijective: Annually disburse, during FY 1987, 1988
and 1989, approximately $100 million to construct -aporoximately
2,000 locally chosen basic service projects per year.

Intermediate Objective: By the end of FY 1988 secure policy
determinations and implementation procedures enabling-local -
govermmants to collect and retain revenues to support sustained
operation and maintenance of bhasic services. By the end of FY 1989
convert all A.I.D. financing for local water. ard sanitation
projects fraom grants to GOE loans to governcrates or village
¢councils.

Intermediate Objective: Establish a comprehensive operation and
maintenance system for governorate infrastructure, equizment, and
minicipal services. By the end of FY 1987 begin construction of
four privately marnaged O&M centers and make 311 million in
incremental recurrent cost financing availakle fram the Ministry of
Finance to the governorates for operations and maintenance. By the
erx! of 1989 establish 15 privately managed governorate maintenance
centers and have in place a canprehensive maintenance management

- and finance system for all 26 governorates.

Intermediate Objective: Establish a natiorwide, locally managed

System of matching grants to support provision of basic services to

low income cammunities through private voluntary organizations.

:mam.e 200 W0 activities by the end of FY 1987 and an additional
1,500 by the end of Fy 1989.
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Intermediate Ob-ectlve: By the end of FY 1987 initiate in nine
Tural and four urban Governorates a program p of training grants for
elected and executive local officials in planning, managing and
financing local develocmment., By the end of FY 1389 expand the
training grants program to alil participating provincial andé urban
governorates.

Intermediate Objective: Introduce prozects and new techmlog:.es =)

improve the qualzty ané reduce the costs of basic services. By the

- and -of FY 1989 introduce at least two urban upgrading activities
managed and financed at the governorate lewel.

. Objectives for pramoting private sector business expansion through the rural
banking system appear in Section II.F. Objectives for improving rural water
and wastewater services appear in Section II.C. Both of these programs will
be irplemented under the Mission's Local Develcpment program.

2. Imoact Achieved

Tae ILccal Development Program was confronted in FY 1985 with a mumber of
chanctes in senior Ministry of Local Govermment personnel, including the
Minister, which seriously affected the pace of program implementation.
Eowever, the program has made steady progress on both the policy and program
implementation fronts, although at a slower pace than anticipated in the FY
1386 Action Plan. Senior persomnel changes not withstanding, the Mission is
encouraged by the fact that the GCE's camuitment to the program, and to the
important policy reforms embodied in it, appears to be growing. Specific
recerit achievements are a3 follows:

- The Local Development Technical Secretariat has now become an effective
interministerial forum and advisory body for the program's
decisicn-makers. For the first time since the 1960 enactment of the
Local Goverrmment Code, an institution exists with-a mandate to
cocrdinate and rationalize the Govermment's decentralization policy with
the highly centralized polirzies ard procedures of the sectoral
ministries. A major technical assistance effort hds recently been
approved to support the further develomment of the Secretariat.,

- - ™e central-local goverrment revenue sharing formula proposed under the
Local Development II Program has been accepted by the GCE ard is now
fully operational.

- USATID disbursed the first $26 million under LD II in January, 1987, in
support of the GCE's central-local govermment revenue sharing program.

- USAID and the Ministries of Finance and Local Govermment have agreed on

' a program of research and policy reform focused on local rescurce
mebilization. team of public finance specialists will begin work with
the Ministry of Finance in April, 1987.
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- USAID and the GUE have agreed on & program to help local goverrments

: ‘ooerate and maintain basic services and associated equipment. The GOE
has tripled the recurrent cost budgets of all governorates for ¥Y 1987.
2 pilot maintenance program is underway in four governcorates. Tt will
establish a canprehensive management and finance system for basic
services maintenance, emphasizing private sector management of
governorate maintenance centers.

- Financing for Special Proijects, designed to introduce appropriate
technologies, was incourporated into the Local Development Program in
1086.

- Guidelines and procedures for the LD IT VD Program were designed and
approved in 1986. GCE field staff have not yet been assigned to
implement the program in the-governorates. Initial dishursements are
planned before the end of June, 1987. _

- A1) procedures have heen approved to begin the Local Develooment
Training Program. GOE field staff have not vet been assigned, however.

3. Mzjor Programmatic and Management Actions for FY 1987-89

- Terminate the Develorment Decentralization I, Basic village Sarvices,
Decentralization Support Fund, and Neighborhood Urban Services projects
in FY 1887.

~ - Amend the Local Develomment II program in FY 1987, extending it for an
itional two years. The amendment will include initial financing for
a new small scale enterprise credit activity, the goals and objective
for which are in Section II.E.l (Industry) of this Action Plan.

- Terminate the Sector Dtavelcgnent. and Support project in FY 1989,
4. Constrain_ts

The past vear has seen the resclution of two major constraints confronting the
program. The Mission and the Govermment have came to terms on the issue of
technical assistance, ard the program will shortly have in place an adequately
staffed technical assistance program. The govermment has likewise provided the
program with able leadership in all key policy positiors.

Tme key constraint presently facing the program is the Goverrment's inability
to provide full time, middle level.managers and field staff to administer the
program, Many of the delays encountered over the past year stem fram delays in
translating policy and program guidance into implementation procedures for the
field. The inability of the Goverrment to provide staff is partly attributable
to the absence of staff incentive payments under the LC II Program. The GCE
cammoaly provides such payments to other programs, and it has budgeted funds
for incentives in the LD II program; but regulations for their use have not
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vet been aporoved. The staffing problems are also partly attribgtable to the
unigque nature of the program, which recuires secondment of staff fram several
. participating ministries. These issues are being addressed but will take some
time o resolve.

3. Management of Resources

a. Funding

Avtaiment of the Local Development Program's objectives will require the
sustained camitment of resources by A.I.D. and the central goverrment over
the GUE's Second Five Year Plan period (1987-1991). Over this period,
A.I.0.'s amual funding of dollar and LE costs should be maintained in the
range of $65 - 100 million annually. The GCE's contribution to the program
would be expected to expand considerably to enable the program to grow 1in real
terms., The GJE has deamonstrated its commitment to pick up an increasing share
of the program's costs. Direct GOE cash contributions to the Local
Develomment II Program constitute 39 percent of total program costs, canpared
to the GCE's 10 percent contribution to the first ohase program.

E. Staffing

The Lacal Development Program is presently managed by a USDH staff of five and
a dirsct hire FSN secretarial and professional staff of five. The USIH staff
reflects a three person reduction fram the 1985 staffing level. The Office of
Local Afministration and Development (DR/LAD) has recently absorbed the
respensibility for backstopping all future Mission urban development
activities. A Housing and Urban Development Project Officer .is presently -
being recruited o give the cffice added depth in this functional area.

Under this reduced staffing pattern, implementation performance will have to
be closely monitored and aperopriate reductions made in the program's scope
and geographic coverage if implementation continues to slow, as it did during
Fv... 19861 . . ?
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PROJECTED LOCAL, DEVELOPMENT STAFF LEVELS

Ty 1987 v 1988 © Py 1989
USE PSN USTE PN UsDE PN
A. Administration |
- DR/IAD & Program Management 0.6 0.6 1.5 0.6 1.5
E. Program Management |
1. Local Institution Devl. (LIDs)
- Policy analysis, support
for techniczal Secretariat -
Drogram managsment 0.4 g.5 0.6 0.5 0.6 0.5
- Local Rescurce _ _
Mobilization Activity 0.2 0.2 0.2 c.2 0.2 0.2
--PVO ActiVity Ool O‘l Ocl 0-1 Ool Ool
~ Sakkara Training Center
and governorate training '
program G.2 0.2 0.2 0.2 0.2 0.2

2. Provincial Develooment Section

- Program mgt/implementation 0.5 0.4 0.7 0.4 0.7 0.4
- pilot program supervision 0.2 0.2 8.2 0.3 0.2 0.3
- Program monitoring 0.2 0.5 0.2 0.5 0.2 0.5
3. Urban Develooment (UDS)
"2 »rogram mgt/Implementation 0.5 0.4 0.7 0.4 g.7 0.4
- Pilot program supervision 0.1 0.2 .l 0.2 0.1 8.2
~ Program monitoring ) 0.2 0.5 0.2 0.5 0.2 0.5
4. Oreration and Maintenance {d&M)
- Program mat/Implementation 0.5 0.2 0.7 0.2 0.7 .2
- Pilot program supervisicn 0.3 -_— 0.3 — 0.3 -
. = bBrogram monitoring 0.1 - 0.1 - 0.1 —-—
- Procurement 0.1 -— 0.1 -— 0.1 -
5. Program Design 0.6 - 0.6 == 0.6 -
TOTAL 5.6*% 5.0 8.6 5.0 6.6 3.0

~* Includes 0.3 for Associate Mission Director for Development Resources and 0.3 Zor
Ris secratary.



AGRICULTURE

Stratecic Goals and Intermediate Ohiectives

a.

Strategic Goal: Increase agricultural production by removing
controls on production and allowing prices of inputs and oatputs to

‘move to market levels,

Intermediate Obja:tive: Remove farm price controls on all crops
except cotton, sugar cane and quota rice in PY 1987.

Intermediate Objective: Move cotton, cotton by-products and feed
stock prices to within at least 50 percent of world market price
equivalent by FY 1988.

Intermediate Obiective: Remove procurement cuotas on all crops

except cotton, sugar cane and gquota rice during FY 1988.

Intermediate Objective: Remove mandated arez controls on planting

for all crops except cotton, sugar can and rice during FY 1588.

Strategic Goal: Increase national agricultural production through

the generation, extension, and adoption of improved technologies
and through the increased availability of preduction credit to . -
farmers.

- Intermediate Objective: Provide increased credit and improved

banking services to small farmers through over 350 village branches
of the Principal Bank for Develcpment and Agricultural Credit by
Fy 1992.

-Intermediate Objective: Provide loans o at‘. least 100,000 small

fammers and rural entrepreneurs by the end of FY 1988 and to
300,000 by FY 1992 through the Small Farmer 2roduction Project and
the Agricultural Production and Credit Project.

Intermediate Objective: Increase yields of non-GCE controlled

crops by 5 percent annually in at least 3 gowvernorates,

Intermediate Objective: Operate all 13 national agricultural

institutes and all 31 research stations with a focus on research
planning and management by 1989; provide continuous flows of

. improved field crop axd acuaculture technologies to farmers.



Strategic Goal: Strengthen the private sector by increasing :.ts
capacity to market farm outputs and irmputs through:

- - deregqulation of trade,

- &ivestment of mublic operations,

- pramotion of private businesses, and

- reduct-icn of GOE subsidies for commodities sold by public
sector suppliers.

Intermediate Objective: Increase, loans to agriculturally related °
private nusinesses to 5 percent of PRDAC loans by the end of FY
1992. .

Intermediate Objective: Meet farmer demands for high quality seeds
through private seed ccmpanies by FY 1989.

Intermediate Objective: Privatize goverrment owned or operated

farm input supply systems by FY 1992,

Intermediate Objective: Eliminate govermment farm input subsidies

by FY 1991.

Strategic Gosl: Improve the overall water use efficiency of the

irrigation distrilxtion system bv 8 percent between FY 1986 and PV
1991 and develop mechanisms for cost recovery.

Intermediate Obiectiver - Replace 9,500 irrigation structures .. . ..
through FY 1989.

Intermediate Objective: Develop and implement an integrated system
for upgrading maintenance ¢f the irrigation system. Make the
maintenance system operational in one agricultural directorate in

FY 1888 and in three additicnal directorates per year thereafter.

Intermediate Objective: Establish the methc;.:lology ard begin a

program 1n FY 1987 to rehabilitate the irrigation delivery system
down to the farm level based on the nesds of the farmers. Coamplete
rehabilitation of the first 300,000 feddans of system by 1991,

ncermediate Obdective: Establish a policy and mechanism for
recovery of 100 percent of the capital costs of mesqua improvements
by FY 1988 and implement the program in FY 1990. Begin charging
feas to cover 100 percent of irrigation OsM costs in rehabilitated

" areas in FY 1992.

Impact Achieved

a.

orice reform and oroduction controls

A.I.D. and the GUE signed the Grant Agreement for the $120 million
Agricultural Production and Credit Project in Septemper, 1986. This
vroject links performance payments to agricultural policy reforms.
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In October, 1986, the Minister of Agriculture publicly announced remcval
of procurement quotas on all crops except cotton, rice and sugar cane.

. T™he Govermment doubled the sale price of yellow corn from LE 60 to LE
220 per MT in 1986.

The GOE ra:used procurement prices for rice, onions, amd cotton by 32,

25, and 20 percent respectively in 1986. The goverrment also. increased |
prices for sugar, peanuts, and lentils by smaller amounts.

b. Research and credit

Small Farmer Production Project banking systems have now been installed
in 79 village banks ani have made loans to over 60,000 small farmers.
T™he GCE has bequn extension of those systems into § additional
governcratss.

Research and training facilities funded unier the Rice Research amd
Training, Major Cereals, Agricultural Management Develcoment, and
Aquaculture projects were dedicated amd put into use in the past year.

The Rice Research anc Training Prc;ject resulted in development of high
yvielding varieties, which contributed in 1986 to a 5 percent increase in
rice yields and an 18 percent increase in rice acreage over 1985,

A peat-based innoculum aemoped under the BMIIP resulted in a 3-4
million dollar savings in mported nitrogen fertilizer for the 1985-86
growing season. '

.

Under the Major Cereazls Improvement Project (EMCIP), maize and wheat
demonstration plots yielded 50 percent more-than natianal farmer
averages in 1986.

c. Private sector

T™e Principal Bank for Develomment and Agricultural Credit has started
develcmment of a plan to divest the sale of agricultural inputs to the -
private sector. .

d. Irrigation

‘Approximately 6,000 irrigation structures have now been replaced under
the Irrigation Management Systems project, increasing efficiency of the
overall irrigation system by one percent. Where irrigation structures
have been replaced, delivery efficiencies of canals have improved by
eight to eleven percent.
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The work plan for the i::::igation preventive rhaintenance organization was
developed and approved in the Gharbia Directorate and equipment has been
ordered to begin implementation of the model unit.

Methodologies have bee.n developed and a Drog::am begun to rehabilitate
the first major canal command.

Major Programmatic and Management Actions for FY 1987-89

The Small Parmer Production Project will end in FY 1987. Successful '
banking concepts introduced by that project will be continued amd
expanded under the Agricultural Production and Credit Project.

In FY 1987, USAID and the GOE will negotiate policy changes to be made
in return for performance payments urder the Agnculmral Production and
Credit Project.

- A major amendment of the Irrigation Management Systems Project is

scneduled for March 1987 to improve the capabilities of the GOE to _
effectively plan, design, o¢perate, maintain, and manage the irrigation

‘system.

Four groiects will end in FY 1987 - Data Collection and Analysis, BXCIP,
Rice Research and Training and the Aguaculture Development - continuing
the consclidation of the agriculture portfolic begun last year.

The National Agriculture Research Project will be amended in FY 1987 to

incorporate successful activities bequn urder recently terminated
projects and to include new agricultural extension activities.

Constraints to Program _Success

Policv changes to be negotiated will affect constituents who receive and have
hecane accustamed to goverrment subsidies. Many are vocal and politically
powerful. These include large poultry and cattle operators who profit from
subsidized feed, farmers who receive subsidized credit and input
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Inadacuate operating budgets continue to limit effectiveness of the MOA and
constrain its ability to utilize fully the research facilities recently
campleted.

Govermment reculaticns discourage enthusiastic participation by Ministry of
Agrimuiture staff in project activities. These include:

- - inadecuate travel funds and per diem to support field travel:
- delays in providing salary incentive payments to project staff;
- low govermment salaries that don't attract the best gquality staff.

5. Management of Resources

a. Funding

USAID funding will not be a constraint to achieving program chjectives.. The
Miss:.on is keen to program dollar resources into the agriculture sector and
will do so to the extent that the projects need them. The biggest unknown in
tnis regard is the aAgriculuural Production amd Credit Project. If the GCE
makes substantial progress in reforming agricultural policies, USAID will
increase performance payments, if the banking system needs addtitional
licuidizy for farmer credit.

GCE rescurces, on the other hand, are inadequate to support cperating costs of
a fully functioning research and extension system. Uniess the GOE increases
cperating budgets, there is a real risk that the extensive network of .
A.I.L.-financed research facilities will be substantially under-utilized. The
Mission will encourage the GOE to increase these operating budgets. <

b. Staffing

Te consolidation of the agriculture portfolio to fewer, bigger projects and
the increased emphasis on policy analysis has necessitated same staffing
shifts within the USAID. The agricultural reform program envisioned under
Agricultural Production and Credit will require substantial analytical supoort
fram the Office of Econamics, PPP/E. The Mission interds to hold staffing in
the Directorate of Agricultural Resourses 0 current levels. The one area
that may require a staff increase in FY 1988 or 1989 may be the Cffice of
Irrigaticn and Land Develomment. If USAID and the GOE agree to increase the
size and scope of the Irrigation Management Systems Project, it may be
necessary to add one USDH engineer to that staff to support the major
instirutional development effort.



PROJECTED AGRICULTURE STAFP LEVELS

Office Administration

" project Management

1. Irrigation Management
Systems
Z. Small Parmer Production
Project
3. Agricultural Production
Credit _
4. Project Close-Qut
t. Implementation/
Financial Planning
€. Researzh Management
7. Construction Planning/
Implamentation
§. Prarticipant Training
Planning,/Implementation
9. Procurement Planning/
Implementation
10. Technology Seneration/
Transfer
11, Crop Protection
12. Mechanization
13. Monitoring/Evaluation
14. Extension Management

Project Design

1. National Agricultural
Research '

2. Irrigation Management
Systems

. Other

1. Comnputer and Data
Management
2. Economic Analyses

Fy 1987

USCE  ESNW
4.0 5.0
0.7 1.8
0.4 0.4
0.4  l.4
0.8 0.2
0.5 0.3
0.4 0.5
0.1 0.3
0.2 0.4
0.3 0.5
0.1 0.2
0.1 0.2
0.1 0.1
0.1 0.1
0.3 0.2
0.3 0.2
- 002

0-2 -
11.0 12.0

FY 1988 Pv 1989
4.0 5.0 4.0 5.0
2.0 2.0 2.0 2.0
0.8 1.8 0.8 1.8
1.0 0.4 1.0 o
0.4 0.5 0.4 0.5
0.1 0.3 0.1 6.3
0.3 0.5 0.3 2.5
0.4 0.5 0.4 1.5
0.2 0.2 0.2 8.2
001 0-2 0.1 0.2
0.1 0.1 0.1 0.1
0.2 0.2 0.2 0.2
0.2 0.1 0.2 ool

- 0.2 - 0.2
0-2 - . 0-2 -

1T 1Z.0 3.0

12.0
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tratecic Goals and Intermediate Objectives

a.

Strategic Goal: Increase ;:::Lvate industrial output by eight percent

annually through 1993.

Intermediate Cbjective: Increase the private sector share of
industrial investment fram 15 percent in 1986 to 30 percent in 1988
and 50 percent in 1993.

Intermediate Objective: Improve the Business climate by removing

restrictions cn business, relaxing controls and allowing the
private sector to compete with the publis sector on market terms.,

Intermediate Objective: Develop procedures to divest industries

owned Dy local goverrments., Divest entesprises to private sector
in Fy 1988 and 12 in FY 1989. '

Stratecic Goal: Improve private industry product vity and
management practices th:wch busiress service and sxxpport
institutions.

Intermediate Objective: Improve access to market information

through a Business Develooment Center. (ffer business services to
100 £irms in F? 1988 and 150 firms in FY 198%. Locate 30 partners
for joint ventures in FPY 1988 and 40 in FY 1989.

Intermediate Cbjective: Develop 3 key institutions by 1989.

(1) Introduce uniform standards of accounting. (2) Permit banks to
provide full service facilities, particularly open market
transactions in foreign exchange conversions, (3) Pramtlgate a new
capital market law favorable to the issusnce and trading of new
capital market instruments, ,
Intermediate Chjective: Reduce government intervention in exports
(e.g., inspection of quality), decrease procedures and costs of
processing exparts, and increase tax and other incentives to
exporters bv 1%89. -

Intermediate t:b:ect:m. Establish a private sector canpany to take
the lead in expanding tourism through tourism prcmot:.on, management
of convention centers, ets. by FY 1988,

-

Strategic Goal: Expand access and availability of institutional
finance for all sizes and tvpes of private industrial needs.
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Intermediate Objective: Bmalize effective interest rates for
puslic and private sectors at positive real levels by the end of
v 1989 or allow them £0 move to market-determined levels,

- Intermediate Cbjective: PEstablish a credit guarantee fird by

FY 1988 to service 500 small scale industries by 1993.

Intermediate Cbjective: By the end of Py 1988, establish the
feasibility and policy commitment of Egyptian banking authorities
to privatize the regional development banks. By the end of FY 1989 -
establish a system of AID capital subscriptions to selected
regional development banks to match paid-in capital fram private
scurces that replaces goverrment equity.

Intermediate Cbjective: In early Py 1988, initiate through the

National Bank for Development a pilet cammercial credit program for
small scale private enterprises in selec:ed vm.ages in two
governorates.

mtermediate Objective: Establish a nationwide enterprise credit

program operating through 16 autonomous regional banks associatsd
with the National Bank for Development by the end of FY 1989,

2. Impact Achieved

-

Private industrial production has increased at between 3 and 8
percent annually over the past five years, Private sector
investment in industry is growing faster than the public sector's
investment. The GCE is investigating ways to continue this trend
so that 50 percent of total investinent ccmes from the private
sector, as targetted in the new Five Year Plan.

The business climate was considered quite bad in the first half of
CY 1986 but has improved since the introduction of the custams
reforms in mid-1986. The recent removal of restrictions on the
rroduction of & number of crops and GOE efforts to streamline
investment, export and import processes have helped the business
climate., Tourism has rebounded from last year's low and has
reduced Egyprt's sense of econamic isolation. Pinally, the
expectation that the GCE will reach agreement with the IMF, the
IERD and donors on debt rescheduling has -:ontr:.h:ted to a mild
sense of optimism in the private sector.

The GOE continues to plan for divestiture of governorate-owned
enterprises. =Zight specific enterprises are now identified and
prlvate/publr sector cammittees are developing the mmlenentatmn
details.
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The GCE has agreed in principle to the idea of a private sector
Business Development Center but has not agreed to allocate -
aperopriate start-up funding from USATD. The GCE has tightened the
requirements for USAID—supported feasibility studies. There has
been no dramatic increase in the nmber of joint ventures

The Accounting Syndicate has finally hired the staff to develop
dccounting standards. There is still a lot of talk about
permitting banks to trade at their "own"™ exchange rate. But the
GCE has not yet issuved the permission. The Capital Market has

+ initiated actions to hire experts needed to reform the rules ard
procedures governing the stock market.

There is considerable study of the problems of exporters, but few
concrete steps have been implemented to resoclve the problems,

The private sector has been given a greater reole in building ard
owning tourist facilities, Efforts to partially divest the
principal GOE-owned tourist facilities were less successful than
planned. The GCE only permitted more management contracts for
premier hotels rather than the sale of part of the equity.

Interest rates remain fixed below inflation, and mo progress is
expected until after agreement with the IMF.

The Small Scale Credit Guarantee Fund has been established in
pcinciple, but its implementation awaits GCOE approval for
consultants needed to establish operating procedures,

A non-subsidized small scale credit program was designed in FY 1386
for implementaticon in villages through the National Bank for
Development. The Local Develorment Techriical Secretariat has
approved implementation in the first two governorates on a pilot
basis,

I

Major Programmatic and Managemen*: Actions for FY 1987-89

Identify and design assistance efforts for selected private sector
initiatives in tourism and export pramotion by early FY 1988.

Continue to assist the GGE divest governorate owned enterprises,
This may result in a new project activity. Seek opportunities to

expand the interest in privatization of campanies owned by the
naticnal government.
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- Begin implemention of the small scals ccmercial c:ed:.t program and
credit guarantee fund in FY 1987.

-  Develop a detailed private sector pol:.c:, agenda for the Mission,
Directorate and project level policy dialogue by early FY . 1988.

4. Constraints to Prodram Success

The most important constraint to private sector industrial develorment is GCE
anxiety over possible adverse public reaction to economic reforms. The GCE's
delay in initiating needed reforms negatively affects the business climate in
saveral ways. Pirst, it perpetuates the private sector's belief that the GCE
is not genuine in its pro-private sector proncuncements. Second, it continues
the conditions which hold a substantial portion of the private sector at a
campetitive disadvantage to the public sector and to foreign campetition.

A secord constraint is the residual disdain for the private sector by some
high govermment officials and members of the bureaucracy. The legacy of
Nasser socialism is not dead. Also, the visible affluence of the private
gector elite is not helpful in assuaging the popular view that the pnvate
sector extracts excess profits and is not as genm.nely dedicated to Egypt s
development as the pmlz.c sector.,

2 third constraint is the difficulty in programmirgy substantial assistance .to
the private sector without introducing new market distortions or replacing
al.ternative, existing private sector sources of services., In the absence of
G(E economic reforms, large quantities of donor assistance can be made
available to the private sector to counter the unfair public sector
cumpetition arising from goverrnment subsidies and other forms of official
favoritism. However, the discount pricing and non-market distribution of
donor funds risks encouraging private investment in enterprises and production
factor mixes that would be uneccnomic in an unsubsidized setting. Given
Ecypt's location and traditional trade relationships, the procurement rules
associated with AID funds will make them relatively less attractive to the
private sector in a post-reform enviromment than free foreign exchange. Even
smaller programs that provide technical assistance and technology transfer
risk damaging fledgling private sector enterprises that are trying to market
these same services.

‘In a post-reform environment, ATD funds may not be easily programmed directly
for specific private sector initiatives. Rather, macroeconomic rescurce
transfers may help the private sector indirectly by mitigating the
inflationary effects of rapid growth and by slowing down the depreciation of
the Eqyptian Pound. Simple resocurce transfers at market prices, however, do
not satisfy the interests of AID, the U.S. Congress or the U.S. private sector
in having an identifiable private sector portfolio with appropriately
earmarked funds,
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A fourth constraint is the unavailability of information that the private
seczor needs to make sound business decisions. The GXE also lacks the
information it needs to assess its pol;cxes vis-a-vis the private sector. The
problem of information gaps within the private sector has been less noticeable
than the information gap within the govermment because the general scarcity of
goods has benefitted private sector producers even when they had mo data upon
which to base their investment decisions. N

However, as the private sector expands to £ill the domestic market and seek
‘export opportunities, considerable rescurces will be misinvested unless there
are better data on products, production technolcgies, and markets. The
general lack of information also affects AID. Problem identification and _
project design are constrained by our inability to obtain accurate information
on industries not represented in organized fora such as the American Chamber
of Cammerce, the Egqvptian Businessmen's Association and the Egypt-U.S. Joint
Business Cauncil.

3. Management of Resocurces
2. Purding

Funding plans for industry and the private sector are uncertain in the
out-vears of our CDSS planning period. Support for private sector businesses
is one of the Mission's very highest priorities. We will program as much
funding as this sector can productively use. However, all program allocaticns
must be negotiated with ‘the GCE, which isn't as bullish as A.I.D. is on the
private sector. Also, the attractiveness of same USATD resources (e.g. the
Private Sector CIP) is dependent on unpredictable market forces, like tbe ,
exchange rate, _

b, Staffing -

The staffing strategy for industry and the private sector has changed scmewhat
from last vear. The Mission still relies on the camercial banks to hamdle
ths Selk of the implementation of term credit and the private sector CIP
activities. USAID continues to phase down and close ocut the residual public
 sector industrv portfolio. However, the business community was too engaged in
its own activities to dedicate the time and resources needed to establish the
Business Development Center in 1986. While this may came to fruition in 1987,
experience shows that a greater AID staff involvement is required--hence, the
relatively high level of staff projected for 1987 under this heading.

Simultanecusly, USAID's imstitutional development efforts in the capital
markets, accounting and bankers' training have significantly increassed. The
greater responsiveness of GCE counterparts has reguired the allocation of more
USAID stafi to these efforts. The activities are worthwhile, and the Mission
plans for adequate staffing to continue their present pace of implementation.
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Privatization became a new staff responsibility in FY 1986. Based on cur
initial activity with the GCE, we anticipate that privatization will place an
increasing demand on staff time. It is intrinsically staff-intencive, because
it is a sensitive issue which requires a lot of negotiations. Nevertheless,
the Mission plans to allocate the staff required because of the fundamental
importance of privatization to the Agency’s private sector abjectives.

Exoort and tourism pramotion have replaced clay bricks and fertilizer as areas
of special concern. Private sector interest in investing in desert clay brick
factories collapsed in 1986 when the GCE failed to enforce its ban on the use
o Nile River clay for bricks. Movement on the Kima Pertilizer project has
a.so slowed because the GCE has not established the extent of gas
availability. Export and taurism pramotion, on the other hand, have active
KE counterparts and a supportive GCE policy cammitnent.

PRATECTED INDUSTRY STAFF LEVELS

Fy 1887 Py 1988 Y 1989
CSIE  FSN UShDi FSN © OSIH  ESN

Porefclio Management Activity
ClP (Private Sector) 1.7 8.0 2.0 8.3 2.2 8.5
Business Pramotion/ N

Term rinance (a) 4.5 l.6 3.1 1.9 3.1 2.0
Irstituticnal Develomment (b} 1.5 2.5 1.8 2.5 1.8 2.3
Privatization 1.4 1.2 2.5 1.5 2.5 2.5
Export/meurism Pramotion 1.0 .6 1.5 .8 1.3 1.0
Small Scale Emterprise 9 1.6 1. 1.6 1.5 1.8
Residual Public o, '

Sector Industry 1.7 3.8 1.0 3.0 8 1.7

TOTAL 1Z.7 19.3 "I3.6 1.6 13.2 139.8

Notes: This table includes 2.2 USIE for the Associate Director IS and his
secretary and the Deputy Asscciate Director IS. It alse includes 0.7 for the
DAD's FSN secretary. IS Directorate staff for the Goverrment CIP and the Tax
Adninistration projects are listed in the Staf_:mg table of section II.A.S5 on.
Macroeconamic Support.

(a) Includes PIE Fund, Feasibility Studies, USIPC, and general contact
with the private sector.

(5) Includes Capital Markets authority, Accounting, IESC, and Bankers' -
Training. Does not include Tax Administration Improvement.



G.

- 43 ~

SCTENCE AND TECHNOLOGY

Strategic Goals and Intermediate Objectives

a.

D

Stratecic Goal: Support selected reéeardr-arﬂ*develmnt angd -
technclogy transfer activities to resolve specific development
problems aimed at improving productivity.

Intermediate Obje::tive: Improve energy conservation and production

through planning, menpower development, and introduction of energy
efficient technologies. Begin the first 15 industrial energy
conservation activities in FY 1988.

Inzermediate Obdective;. Increase FY 1989 investments in mineral

ard petroleum production 1S percent over the previcus year largely
as a result of improved assessments of reserves and improved .
analytical capability in the mineral resources sector.

Intermediate Objective: Improve significantly the GCE's energy

pclicy anad planning capability. Canplete supply/demand analysis
and prepare policy recammendations for energy pricing, systems
rationzlization and conservation for Cabinet review for FY 1988.

Intermediate Objective: Canplete assessments of renewable energy

potential oy FY 1989.

Intermediate Objective: Complete initial epidemiologic and social

analyses on schistosamiasis and begin research on a schistosamiasis
vaccine by early FY 1989.

Intermediate Objective: Begin S&T activities in waiter/wastewater,

construction materials, and soil analysis in Egyptian universities
ard research centers by the end of FY 1988.

Strategic Soal: Increase cocrdination among the most seasoned

Egyptian research institutions.

Intermediste Objective: Coordinate research efforts among six

- regional universities and five research centers by FY 1988.

Intermediate Objective: Extend S&T Information Systems to three

additional universities in FY 1988.
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Irmpact Achieved:

T™e Asvplied SzT project has significantly improved the capabilities of
20 nacional research centers. Six hundred scientists have received
training in 35 specific scientific areas and ressarch management, The
project will end in March, 1987.

The Scientific and Technical Information system is now connected to five
ministries and five universities, processing 3,000-4,000 requests
annually. The network is now also linked to international systems.

e Ministry of Petroleum and Mineral Wealth adopted a new mineral
development agreement in 1986. Increased dissemination of information
on mineral resources attracted investments in geold and sulphur
exololt.atzon.

New discoveries of ground water in the Eastern Desert are changing
develooment plans for agriculture and mineral production in the area.
also, generation of new geotechnical information in Eastern Desert led
to increased oil concessions and exploration activities in 1986.

Innanced oil recovery (ECR) feasibility studies are indicating

tremendous potential. Estimated recovery ratics of 4 tc 20 times can be
seen in most BOR efforts in the Gulf of Suez.

Mador Programmatic and Managdement Actions for Y 1987-89:

Conplete design of the five coamponents of the S&7 for Development
Project (263-0140). SaT Cocperation, Industrial Energy Cunservation,
and Energy Manpower Development will be designed by the end of Fv 1987.
Designs for the Schistosomiasis Research and Land Use Flanning
activities will be completed in FY 1988. .
Camplete special studies on energy policy pricing, supply/demand
analysis, and electrical energy rationalization ‘n FY 1988.

Begin schistosamiasis vaccine research in FY 1988.
Terninate projects in Inergy Policy Planning (263-0123.1) , Renewahle

Energy Field Testing (263-0123.2), and Mineral, Petroleum and
Groundwater Assesment (263-0105) in FY 1989.



4. Constraints to Program Success:

™e concept of a:!::..:.ed researsh to meet end-user needs continues to be
supported by the 5&T community arri is receiving growing attention both in and
out of the govermment. Nonetheless, top govermment management continues to
lack a full appreciation of the need for a.strong and effective research ard
development capacity. This lack of top GOE camitment will mfluence
implementation of all SaT efforts.

In tae individual projects, planned funding should be adecuate, buit there is
till a need for increased coordination among research groups. Design efforts
for the camponents of the ST for Development Project have already
demonstrated potential strain in this area and have surfaced same conflict
between generations of scientists.: The S&T Office staff will have to

concentrate on helping Egyptian researchers get used to the ccmpet:.tzve award
of rasearch contracts.

5. Management of Resources:

G milg

LCp funding for the f£irst generation of S&T projects will be completed with
the final § 3.5 million for Energy Policy Planning in FY 1988. - Budget
resaurces for the new S&T for Development project should be sufficient for all
plammed activisies. The only possible problem mavy be the sm s reluctance to
orogram significant resources for the sector. _

b. Staffing

Project manacement duties will shift in the S&T Office in FY 1988 to begin
successiul implementation of new projects and timely close-out of older
projects. Ore USDH and one FSN professional will have principal project
manacement responsibility. An additional PSC or USIH (check table) will be
required to manage the schistosamiasis vaccine program. It has not yet been
decided, however, whether he/she will be CE or project~-funded. The PN
techrical/support staff will remain at three. The Qffice Director will
maintain overall responsibility for technical guidance, portfolio supervision,
continuing policy dialogue and direct coordination of the new S&T project
comocnents. This staffing pattern will remain sufficient for FY 1989.



PROJECTED SCTENCE AND TECENCLOGY STAFF LEVELS

PY 1987 FY 1988 ¥y 1989
USIH - FSN USE  PSN USIE PN
A, Qiifice Acdministration 0.7 1.2 0.7 1.1 0.8 0.8
B. Project Management
1. Applied Science & Technology - 0.05 - - - -
2. Minerals, Petroleum and
: Groundwater Assessmant - 0.5 - 0.3 0.2
3. Seismic Studies - Aswan Dam - - 0.05 - 0.05 0.1
4. Energy Policy Planning* 0.3 0.3 0.35 0.2 0.3 0.2
3. Renewable Energy™ . 0.7 0.4 0.65 0.2 - 0.7 0.2
6. Science and Technology for
Development 0.1 0.1 .15 0.15 .15 0.1
Qe SChiStOSGniaSlS Researm - 0-1 0-2 0-1 002
b. Lanc Use Planning - 0.1 0.05 0.3 0.05 0.4
c. Industrial Energy
Censervation 0.1 0.1 0.3 0.1 0.5
d. Energy Manpower Development - 0.1 0.1 0.4 0.1 0.6
e. Science and Technology
Cooperation - 0.3 - 0.6 0.1 0.7
C. Project Desicn
1. Schistosamiasis Research 0.1 0.1 .15 0.2 - -
2. Lard Use Planning 0.05 0.2 - - -
2. Industrial Energy Conservation 0.1 0.2 - - - -
4. Energv Manpower Develcpment 0.1 0.2 - - - -
5. Science and Technology -
Cooperation 0.05 0.3 - - -
2.4* 4.0 2.4* 4.0 2.4 4.0

* Thase staff inputs also appear in the Energy Staffing table in Section II.C.S
** Includes 0.2 imput in FY 1987-1989 by Associate Mission Director ard (0.2 by his

secretary.
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E. PCPULATION

x. Strategic Goals and Intermediate Objectives

a. Straregic Goal: Increase modernh contraceptive prevaience in Egypt
from 31 percent in 1986 to 40 percent in 19393, thus supporting to
GCE's target for reducing the population growth :ate from the
current 2.7 percent to 2.1 percent in-2001.

Intermediate Objective: Inc:ease private sector cmt.racept:.ve
s2les by Family of the Future by 10 percent anrma.‘Lly in PY 1987,
1988, and 1989.

Intermediate Cbjective: Increase the number of married women of
reproductive age (MWRA) served th.rough Ministry of Health service
delivery programs fram 600,000 in 1986/87 to 800,000 z.n 1988/89 ard
1,000,000 in 1989/90.

Intermediate Chiective: Increase the MWRA served bv the Egyptlan
“am.ly planning A.:soclatmn from 100,000 in 1986/87 to 160,000 in
1988/89.

Intermediate Objective: Strengthen the capaci ty of the National
Population Council to develop and carry out effective family
planning programs and t0 coordinate the work of family planning
service delivery agencies.

Intermediate Objective: Curtail support for population programs
that have only a marginal relationship to fertility reduction and
emhasize those that have the greatest impact on contraceptive
acceptance.

2. Imoact Achieved

Egvpt's contraceptive prevalence rate increased fram 30 percent in 1985 to 31
percent in 1986. The one program that is working well is the Pamily of the
Future's contraceptive retail sales program, which now dSperates through
virtually ali Zgvptian gharmacies and a significant perzentage of private
physicians. Government family planning programs have gone nowhere. However,
a number of significant developments have taken place over the past several
months which lay the groundwork for progress in fertility reduction in the
years ahead. These include:

- Design of major clinical family planning service delivery programs with
the Ministry of Health (ME) and the Egyptian Family Planning
Assqciation (EFPA) . :



4.

Expansion of rrivate c:cnt..aceﬁtive sales to virtually all ma:mécies and
to a significant percentage of private physicians,

Agreemant with-the-National Population Council (NPC) to design-a— -
camrehensive project to strengthen its institutional capabilities in
policy forxmlation, program planning and coordination.

Initiation of work on the redesign of a camprehensive contraceptwe
logistics management system.

A refocusing and expansion of the efforts of the State Information
Service (SIS) to increase awa.-:eness/mtzvatmn through new initiatives
such as social drama.

Campletion of the decennial population census on schedule in December,
1986.

Major Prbgramnatic angd Management Actions for ¥y 1967-89

Finalize and mlement the new MOH and EFPA clinical- service del:r.very

projects in FY l9g7.

Pinalize ‘and implement-in P¥-1987 -the new support package for the NPC in
volicy, program planning and coordination.

Terminate the Family Planning project (263-0029) in FY 18987. Amend the

Population Project (263-0144) in FY 1587, extending it through 1993 and
increasing life of pro’ject funding to cover planned multi-year service
delivery programs. Focus the amended project on fertility reduction
activities. -

Ceomplete analysis of the 1986 census data and issue reports in Fy 1989.
Issue preliminary report on major findings by the end of Fy 1987.

Constraints to Program Success

The major constraint to the rapid expansion of family planning services is the
sensitivity with which population/family planning programs are perceived by
the Bqgyptian Govermment, despite the GCE's supportive rhetoric at the highest
levels, The GE is fearful of political set-backs to the program, should :
there be careless presentation of family planning messages or introduction of
what may be perceived as inappropriate contraceptive technologies,
Consecruently, the GOE is very slow to approve innovative proposals,



Inoortant mblenentatlon constraints include:

a lack of cumn:.tment to family planning in the M:Lmst:y of Health,
~-weak leadership.at. md-management Jevels, - - ... :
underdeveloped service delivery systsms in the KB,
a lack of effective coordination among major service providers, and
weak linkages with commumity leaders.

USAID is addressing all of these issues through the Popalation puéoject.

5. Management of Resources
a. Funding

USATD will make available to the GCE as much funding as can be productively
used. The precise level of funding for FYs 1988 and 198% will depend upcn the
pace cof project implementation in Fys 1987 and 1988., The GCE centribution is
thus far inadequate to ensure eventual program self sufficiency.

b. Staffing

Because of the design of expanded service delivery activities in late 1986,
the Pcpulation Office -is now hard pressed -to properly manage its project.-. If
the newly designed service delivery activities with the MIH and the EFPA begin
implementation as scheduled, the Mission will reestablish the third USIH
position that was eliminated in FY 1986. The Population Office alsc contimes
to consolidate disparate project activities and streamline. project
manageunent., A workforce of 3 USIH and 5 FSNs should be sufficient t‘hrough the
Fy 1983 planning period.

—
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PROJNCTED PCPULATION STAFF LEVELS

- v 1987 ¥y 1988 Py _l9gg
4. Office Administration % 1.4 8% 1.4 A% 1.4

B. Proiject Desian 4 .8 2 6 2 0

c. P::ojéct Management

1, Contraceptive procurement/ .1 .5 ol .6 ol .6
Logistics ' '

2. Private sector Social R 3 .3 3 3 o3
Marketing (FOF)

3, Family Planning Services .5 .5 1.2 1.2 1.3. 1.4
(MCE, EFPA, CHO, PVCs)

4. Information, Bducation, .l -4 .2 2 o1 d
Cammunication

5. Demograghic surveys .1 .3 -3 3 W2 2
biamedical and social
science research

6. Policy/Program Planning . W2 Jd 2 2 3 2
and Coordination (NPC) _ - E

7. Pop. Intermediaries .1 o3 .l o2 -1 2

technology transfer

Tetals 2.4 5.0 3.4 5.0 3.4 5.0

* includes 0,2 for Associate Director for Ruman Resources and 0.2 for his
USIH secretary.
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1.

HEALTH

Strategic Goals and Intermediate Objectives

C.

Strategic Goal: Reduce the infant mortality rate £o 51/1000 and

the child mortality rate to 7/1000 by 1993 through support for
child survival interventions.

use oral renyaration therapy correctly by FY 1989.

-

. e
. . B
‘Intermediate Objective: Teach 90 percent of Egyptian mothers to ° -

Intermediate Objective: Vaccinate 60 percent of children under a&\"!‘&”&

Tive with full series of six mandatory vaccines and provide 60 a
percent of pregnant wamen with two tetanus immunizations by FY 1983.
) ov

Intermediate. Objective. Expand and improve significantly programs

for diagnosis and treatment of acute respu:atory Jllnesses in five
governoraLs bv F¥Y 1989.

Intermediate Objective: Increase awareness among mothers of the

basic foods needed for weaning to 75 percent by FY 1989.

Intermediate Objective: Increase to 80 percent by FY 1989 the

awarensss of the adult population of the relationship between
excess fertility and mortality of infants and ycung children.

Strategic 3Scal: Establish a rational health financing system to
expand cost-effective investments for health services. The system

should emphasize cost recovery amd allow goverrment health services

to shift emphasis from curative to preventive care.

Intermediate Obiective: Increase the number of goverrment health

facilities charging fees for service by 5 percent in FPY 1989.

Intermediate Ob-ective: Increase utilization of private 'health

insurance, health maintenance orgamzatlors, preferred g.i-xysz.cx.an
orgamza*:.ons, and other prepaid health services by 5 percent in
989

Intermediate Obdective: Expand private medical practices by five

percent in secordary cities and rural areas in FY 1589.
Intermediate Objective: Shift GOE health expenditures

gignificantly from curative to preventive care by 1993,

t"ateq:.c Goal: Develop an effective vaccine against

schistosomiasis.

':nte::mediate Chiective: Jomplete the first epidemiologic and

social anzlyses and begin research on the vaccine by early FV 1989,

s
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2. Impact Achieved

Infant mortality has fallen fram 101,2000 in 1980 to around 90,1000 in 1986.

The most dramatic achievement in the Mission's health portfolio continues to

e in the Oral Rehviration Therapy (ORT) program conducted under The Control

cf Diarrheal Diseases Project (263-0137). Usage of ORT py mothers for

treatment of diarrhea increased fram 67 percent in 1385, to 82 percent in

1936, and ORS production has increased f£rom 3.5 million sachets in 1982, to 75
million in 1986. Approximately 60 percent, or 4% millicn sachets, are sold

through camercial pharmacies, and the remaining 40 percent of the production

is used by the Ministry of Health (M) for free services. Hospitals and _
clinics in 3,000 health facilities throughout Egypt report significant \
decreases in the mmber of severely dehvdrated children treated and in L
hospital deaths from dehydration. Surveys conducted by the project show wal
decreases of 25 percent to 33 percent in diarrhea mortality. (These data

‘require further analysis to confirm this conclusion, however.) ORT continues

to be promoted primarily through naticnal television, using soc:.al marketmg
techniques.

The Urban Health Project, (263-0065) is increasing efficiency and
effectivenass of maternal-cnild health services in poor neighborhocds in Cairo
and Alexandria.  Clinics huilt or improved under the project will serve:
aporoximatsly 30 percent of Egypt's mothers and children by late 1987. They
will continue to be major MOH focal points for Child Survival activities such
as OPS and immunizations. A Training and Research Cenesr for Social and
Preventive Medicine (CSPM) has also been established at Cairo University. By
the end of this project a MOH/CU program will be training health professicnals
in improving services to mothers and children. : _

The Suez- Canal University Medical School Project {263-0136) has developed the
first camunity physician curriculum in Egypt. This curriculum is now
influencing changes in the curricula of the other nine, more traditional -
edical faculties, where it is strengthening their preventive medicine
programs. It is also being used as the model for 2 new medical faculty under
develogment in Menocufia. The curriculum has received_ international
recognition and has attracted the interest of other developing countries
concerned with :mpr:ov:.ng the effectiveness and relevancy of tram:.ng for
r:hy:zc:.ans . ’

3. Major Programmatic and Management Actions for FY 1987-89

- merminate the Rural Fealth Delivery Project (263-0013) in March, 1987,
and the Urban Health Project (263-0063) in Septanbe:, 1987.

- Extend the Control of Diarrheal Diseases (CDD) Project (263-0137) in Fy | 2"
1987 for 3 vears and an additional $ 10 million. This extension will o
allow canpletion of data anzalysis and prcvide for 2 =mooth transition
while the MCH and the Thild Survival Project assume responszb:._lty for
the ORT program.
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- Design the Cost Recovery Programs for Health Project (263-0170) bw
August 1987.

- Terminate the Suez Area Medical Eﬂucaticn and Bealth Services .
Development Project (0136) in FY 1988.

- Begin the expansion of the Child Survival Program from five sentinel

governorates to 15 cother govermerates in FY 1988 and- to all 26
governorates in Y 1989. _

4. Constraints to Program Success

The GOE health system remains overextended, underfunded, underutilized, and
oriented toward carative care. These problems constrain the progress of
effective preventive health programs and cost effective curative services in
Eqvpt. The MH does aggressively support programs that emphasize preventive
mezsures, such as Child Survival, and cost recovery programs at a policy
level. Implementation is more difficul:, however, due to long~-standing
reculations and procedures that favor the public sector and a personnel system
thzt does not reward performance, The MOH also lacks sufficient numbers of
serior and mid-level administrators, and as a result its administrators are
overextended in management of ongoing MOH programs ard externally funded
prejects.

3. Management of Resou::c:e_s

USaID will centinue to manage the health and nutriticn program within the
current USDH and FSN work force levels of four USIEH technical advisors and
four FSN technical/support staff through FY 1989. USAID has shifted duties
witnin the Office of Health to achieve the level of effort necessary for - -
design and implementaticn of the two new projects and timely amd effective
close-ocut of older projects, as well as to cover the Office Director positien,
expacted to be vacant for eight months., Staff resources will be strained
during this period, as the Acting Director also shares rroject management
responsibilities.

?

‘Under the full staffing pat:tern, the Office Director will maintain overall
responsibility for technical guidance, supervision of the project portfolio,
and continuing policy dialogue with GOE officials.

A second USDH will have overall implementation responsibility for child
survival activities and will be assisted by cne FSN. The prime contractor for
the Child Survival Project is currently being selected and is expected to be
on hoard in mid-1987 to provide technical assistance to the GCE. A five vear
PASI nas been approved to provide epidemiclogv training in the Child Survival
Proiect,
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The third USIH will be primarily responsible for developing and implementing
the Ccst Recovery Programs for Health project, phasing-out urban health
activities (Fv §7) and assisting with the immlementation of ¢hild survival
activities, The design of the new (ost Recovery Project wili be carried aut
under the direction of the USIH project cfficer using other USAID Cairc
personnel, TDY assistance from AID/W, and external experts as required,

The fourth USDE will maintain prime responsibility for the phase-cut of rural
nealth (FY 87) amd medical education programs (FY 88) ard has assumed
implementation responsibility for the control of Diarrheal Diseases Pro:ect

A senisr FSN manages the Joxnt w::rkmg Group activities and two paramedzcal

training activities.

PROTECTED HFALTH STAFF LEVELS

FY 1987 FY 1988 Fy 1989
USIH PSN  USIE FSN ~ USIE FSN
A. Cffice Administration 1.5* 2.0 l.1* 2.0 1.5% 2.0
B. Protiect Management '
1. 0015 Rural Health 0.1 - - - -
2. (065 Urban Health 0.6 0.1 0.1 - - -
3. (136 Suez Medical Education 0.4 - 0.4 - 0.2 -
4. (1137 Diarrheal Diseases 0.4 0.1 0.4 0.1 0.8 0.2
5. 0170 Cost Recovery Programs. =~ - 0.8 0.1 0.8 0.2
6. €203 Child Survival 0.8 0.6 1.5 15 1.2 1.4
7. Joint Working Geoup - - 0.2 0.6 0.2 _ 0.2
8. Cther (e.g. AID/W funded) 0.2 0.4 0.1 0.2 0.1 0.2
C. Prodect Design
1. 0170 Cost Recovery Programs 0.4 - = - - =
4.6 4.0 4.6% = 4.0 4.6% 4.0

Inclides 0.3 for the Associate Mission Director for Human Resources and 0.3
for nis USIH Secretary.



-
Wwe

1.

~ 585 =

EDUCATION AND TRAINING

Strategic Goals and Intermediate Objectives

a.

Strategic Goal: Increase rural enrollment in basic education

{grades 1-9) to 90 percent by 1993, with the majority of this
increase among girls.

Intermediate Objective: Iuprove access in underserved areas bv

bailding 150 new rural schools in FY 1987 and 200 per year in FYs
1988 and F! 1989,

Intermediate Objective: Improve retention rates for both boys and

girls by one percent each year through 1989,

Intermediate Objective: By 1988 establish an effective planning
office in the Ministry of Education.

Strateg_c Goal: Improve essential technical, managenal ang

scientific skills through training and research.

Intermediate Objective: Train 1,000 new participants in the U.S.

eacn vear from 15987 tnrough 1993.

Intermediate Objective: Provide in-country management tr:ammg to

200 Eqyptians in 1987, 300 in 1988 and 400_in 1989.. .

Intermediate Cojective: Increase the number of Egyptian stidents

enrolled 1n AID-supported intensive English language training from

520 in 1986 to 700 in 1987 and 800 in 1988.

Intermediate Objective: Complete the 325 research linkages

approved under the University Linkages Project by 1988.

Imoact Achieved

a.

Increasing access and retention

115 new rural schools were constructed under the Basic Education Project
in F¥ 1986, exceeding the target by 15 percent. The project has now
huils 370 scheols. :

Schocl enrcllments in the Basic Education project area rose to 88.31
percent in 1986.

The Basic Education project was amended in FY 1986 to exzand fram 10 to
24 governorates.



A ccoperative agreement was signed in 1986, establ:.shmg a p:ogra:ii to
imorove the education data base and improve plamming in the Ministry of
Education.

b. Improving essential tedm.cal, managerial and scientific skills

1052 qupt.l.an pacticipants went to the United States for t:a.uu.ng in FY
1986. ' This number exceeded the previcus year's participation by 39

percent and apparenitly reversed the decline in U.S. training that USaID
had predicted would result fram the GCE's 198% restrictions on overseas

training.

325 universz.ty reseau:ch linkages were :.n:.tz.atad in PY 1986, exceeding
the year's target by 20 percent.

The GOE rrovided significant budget support for the Develomment Research
and Technological Planning Center and for the University Linkages .
program in 1986. This camitment of financial support was a significant
step toward institutionalizing the programs.

Major Programmatic and Management Actions for FY 1987-89

Cammence school consitruction in an additional 14 governmorates in FY 1987.

Cammence management training in the new Center for Administrative and
Management Development in FY 1987.

merminate the Vocational Training for Productivity -(0090:2) and
Technology Transfer and Manpower Develomment III (0026) projects in FY
1987.

Terminate the Peace Feliowships project (0110) in Fy 1888. (Activities
continue as a cawcnent of the Development T:a;.ning Project (01.25) }

Cauplete concept papers in FY 1987 for possible new activities in
in-service teacher training and in materials development, storage, and
distrilution. " These activities could be developed as new "rOJects or as
new camponents of the Basic Education project.

Develop a concept paper in FY 1988 for a science education project.
Initiate training in residential English Language Training Center in FY
1988. _

Terminate the Develognent Planning Studies (0061) and University
Linkages (0l118) Projects in FY 1988.



4. Constraints to Procram Success

a. Program problems

nlesgs the GCE successfully addresses the quality issue in basic education, an
unacceptable percentage-of the students will continue to drop out-befare - -
learning to read and write., This will happen even though over 90 percent of
a.l 6-7 year olds in Eqypt enroll in first grade. Problems include
overcrowding, poor teacher training and pay, and a I.ac:k of educatmnal
mcitenals

We do not anticipate attaining the Administrator's goal of a 50 percent
increase in the number of Egyptiam going to the U.5. for training. Our
arrent goal is a 32 percent increase, £ram 758 in FY 1985 to 1,000 this
year, The GCE's 1985 restrictions on overseas training make plam.mg for
training difficult, howewver,

b. ~ Management Problems

The GCE has not yet ass:.gned a&equate qualified staff to the implemencation
ur.it of the Development Training Project.

The Ministry of Education has not assigned or hired qualified perseanel to
manage the Peace Fellowship Program. Management responsibilities of the

Eqvptian Educational and Cultural Bureau in Washington have increased . as a
result of the more limited role agreed to for the U.S. contractor. The new
phase of Peace Fellows under the Development Training Project (0125) has not - .
yet got off the ground for lack to ME personnel to develop a training plan.

5. Manacament of Resources

USATD will manage the education and training program through with the current
UStH, PASA and FSN work forse of five U.S. technical advisors and fourteen FSN
technical/support staff. Duties are being shifted within the Qffice to
acaieve the level of effort necessary %£o:

close out older projects in an effective manner;

- implement the new camprehensive training precject;
design new projects; and

- implement the expanded Basic Educatz.on project.

taff and funding are adequate to achieve objectives. The Office Director _
will maintain overall resronsibility for supervision of the project portfolio,
coordinate the work of the technical advisors and will monitor and lead the
poiicy dialogue with GCE officials at various levels. He will direct the
dialcgue on improving the quality of education. All training activities,
po..icies and projects (U.S. non-project, U.S. project and in-country) have
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become the management responsibility of the new Supervising Development
Training Officer. The Training Officer will alsc be responsible for
implementing the audit recummendations on training, which the Mission has
agreed to. A significant portion of the time of another USTH will be devoted
to phasing out university applied R & D activities and to project design amd
evaluation, All office staff will also participate in hew project.develcgmentﬁ

In s Y, HRDC/EE has the resocurces to achieve its cbjectives, but success
will. be hindered if GIE policies, ge.sonnal,_and.admmn;st:auuuma4gnocedures~a:e___. _—
not modified.

EEDJE:TED EDUCATION AND TRAINING SfAFF LEVELS

FY 1987  FY 1988 FY 1989
USEPASAFSN USTH PASA PFSN USIH PASA FSN

Office Admin

Education - 5 -

3 -0 .5 - 3 .0 05 . - | 3-0
Training _ .3 - 2.0 .6 - 2.0 .6 - 2.0
A//D -6 * - - .6 * - - .6 * - -
Sub-total T8 - 5.0 1.7 - 5.0 1.7 - 5.0
roject Activities/MGMT
TECh :!.'ranS' & ant DEV- III 02 - 2-0 - - - - -
Participant Trg. Activities .2 - 1.0 .3 - 2.5 o2 - 2.5
English Language Training . .2 - 1.8 .2 -- 1.8- .2 - - 1.8
Feage Fellows 4 - 1.2 .3 - 1.2 -4 - 1.2
VOC. Trng- fOt Prﬁ- - .5 03 - - - - - -
AALC . - .4 .5 - ‘|4 ca - .4 -5
Basic Education o7 - .6 o7 - oS- o7 - .5
Univ, Linkages - - W1 - - - - - -
Dev, Planning Studies o - - - - - - -
Other Dev. Training .2 - > 2 - 1, 0 2 - 1.0
Ed- I’lanning 03 - -‘4 13 ..2 -4 ol .2 .l
Science Education' - .- - - < - o4 - <5
Sub-total 33 9 84 2.2 8 82 3T %53
Project Design RS A R 7 .4 .8 7 4.8
TOTAL ' 4.6 1.0 14.0 4.6* 1.0 14.0 4.6* 1.0 14.0

*Incl.:des 0.3 for Associate Dz.rector for Human Resources and 0.3 for his
sagretary.



I7I. SPECTAL CONSIDERATTIONS

The JSAID's pipéline of obligated but unexperded funds stood at $2.3 billion

at the end of FY 1986.-.Fram 1982 through FY 1985 the.pipeline ‘decreased each - .. ... .

vear fram a peak of $2.7 to $2.2 billion at the end of FY 1985. 1In FY 1986,
vroject expenditures fell sharply, with a consequent net inCrease in the
pipeline of $97 million. The Mission projects a major increase in
expenditures for FY 1987, decreasing the pipeline to $2.1 billion and further
redixstions in the pipeline in FY 1988 to §1.7 billion. This overall reduction
will take place while maintaining the same high lewvel of obligations over the
period.

The USAID considers the FY 1986 expenditure performance an ancmaly that should
not bhe repeated. Project expenditures dropped from $54% million in FY 1985 to
$474 million due to several f{actors. The major cause was weak GOE project
contract management for construction and procurement. An additional cause was
& temporary siowdown in contract review, negotiation and processing by the
Miss:.on, due to the reassignment and hame leave of members of the contract anmd
financial management staffs and delays in their replacements. 2 third, hut
lesser, cause was the revision of the $-L.E. exchange rate, which reduced
collar purchases of Egyptian pounds for local project costs durinc the fimal
guarter of the fiscal year.

e Ministry of Planning and International cocperation (MPIC) held.a series of
reviews wiin GCE managers in December and January to review expenditure
performance of major projects with significant discrepancies between actual
ard planned FY 1986 experditures. The Ministry will follow up as necessary to
maintain planred implementation schedules and expenditure rates for FY 1987.
The Mission also will insist that all projects have up-dated annual
implementation plans, and prograss will be reviewed semi-annually.

In F¥s 1987 and 1988 expenditures should rise to $995 million ard

$..18 billion respectively. The possibility of increases in cash transfer in
these =wo years could raise ftotal expenditures even higher. Expenditures in
the agricultural sector are projected to increase from $46 million in 1986 %o
$118 million in 1988, in infrasztructure {including water and wastewater
orogram) from $221 million to $456 millien and in industry fram $30 million %o
5138 million.

Use of deob-reob authority continues to aid the USAID to reallocate furds from
problem or slow-disbursing programs to faster moving activities. Through FY
1986 the USATD has reallocated $141 million to cash or projects. In FY 1987
an additional $17 million may be decbligated. :



t of a total annual program of $815 million for FY 1987 and 1988, $3135
r:....; ion is set aside by congressional mandates for cash transfer and ccnmdz.ty
- impecrt programs, leaving $5(30 million for project acrivities. That amount
csuld be reduced in order to increase cash tramsfers. ‘

Because each year's OYB must be spent over a large portfolio, USAID aust
incrementally fund its projects. In FY 1987 only $30 million will finance new
project starts’ ($80 million in 1988). The balance will be for incremental
cbligations for projects bewun in prior years.

The USAID maintains samewhat more f£lexibility than this might imply. The huge
Cairo Sewerage II project is authorized only for one or two years at a time,
T™he Local Development II program has also been designed for maximm funding
£lexibility, with an authorization for two years of funding., Such flexibility
must be maintained in order to respond to policy initiatives emerging fram the
oolicy dialogue for new projecs or program funding on-short notice.

3. Deobligation - Recbligation for FY 1987

The Mission has no major deob - reob plans for FY 1987. Having deobligated
and reobligated $141 million in recent vears to pare down the pipeline, USAID
does not need to go through a major reallocation of obligated funds this

year, The Mission has, however, identified $17.4 million that will likely be
availahle for deobligation f£rom activities due to end in FY 1987. These -
amounts (identified in 1985 Cairo 29715) could be made available to reobligate
as part of increased cash transfers, if neccessary, later this vear.



4. Droposed Cbligations ($000)

FY 1987 FY 1988  FY 1989
AMOUNT MONTS
XXX  Cash Transfer 115,000 --?—— 115,000 115,000
KO CIP (Public) - 50,000 2/87 100,000 100,000
. 50,000 6/87 ,
0201.1 CI® (Private) 506,000 2/87 100,000 100,000
50,000 6/87
2100 Alexandria Sewerage 50,000 /87 - -0 - . -0 -
0102 ‘Tech. Transfer/Feasability -
| Studies | -0 - — 5,000 -0 -
QL05 Min., Pet. & Groundwater 7,000 /87 -0~ <0 -
(123.1 Emerov Policy Planning =0 = — 3,500 -0-
G125 Development Training 11,000 3/87 21,000 21,000
€132 Irrigation Mgt. Systems 45,000 3/87 27,000 -0 -
0127 Control Diarrheal Diseases 10,000 3/87 -0 - . =0 -
013% Basic Education 25,000 3/87 25,000 25,000
0140 S & T for Developmen: 10,000 6/87 30,000 30,000
0144 Population - 15,000 5/87 15,000 - 15,000
0152 N.A.R.P. 20,000  5/87 15,000 30,000
0170 . Cost Recovery Health 5,000 6/87 13,000 15,000
0173 Cairo Sewerage II 110,580 7/87 72,500 62,000
_0l74¢ Canal Cities W/WW II -0- - -~ 80,000 80,000
0176 Water/Ww Instit., Support -0 - - . =0 - 10,000
0182 Local Development II . 75,000 5/87 =+ 65,000 75,000
0186 Fertilizer Supply 20,000  8/87 50,000 87,000
0193 Cairo Water II -0 - - shelf shelsf
(199  Urban Development Support -0 - -— shelf shelf
G201.2 Priv. Ent. Term Credit 40,000 3/87 30,000 30,000
0202 Ag. Production Credit 40,000 3/87 40,000 8,000
203 Child Survival 8,000 2/87 8,000 12,000

0209 Tax Administration II 5,000 5/87 -0 - -0 -

TOTAL 811,580 815,000 815,000
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B.  EVALUATION PLAN

1. Evaluation _s«:'hedule

JSAID is not including an ypdated evaluation plan for FY 1987 and 1988 at this
time, USAID plans to hold a series of short evaluation workshops in March,
1987 to address problems in the way evaluation is currenmtly used and perceived -- -
in the Mission. A key objective of the workshops is o improve the evaluation
plarning precess. The workshops should encaurage the use of evaluation amxd
empirical data‘as tools for improved program management. Specifically, they
should result in the elimination of unnecessary evaluations £ram the

evaluation plan and the addition of data collection efiforts where they are

needed and lacking.

USATD will submit a revised evaluation plan in April-May 1987. Delaying -

submission of the evaluation plan until after the workshops should result in a
rlan that is more responsive to the information needs of Mission management.

2 Récently Campleted and Onccing Evaluations

a. Completed FY 1986 Evaluations

Irrigation Management Sysytems (263-0132) )
Basic Education Secend Annual Evaluation Report (263-0139)
Development Planning Studies (263-0061)

CRS Nutrition Zducation {263-0042 Subactivity)

Population Assistance Assessment (263-0029 & 263-0144)
Agricultural Manacement Development (263-~0116)

Mineral, Petroleum and Groundwater Assessment (263-0105)
Strengthening Rural Health Delivery (263-~00153)

English Teacher Training Program (263-0026 Subactivity)*
Neighbourhood -Urban Services (263-0161.05)*

Controlling Diarrheal Diseases (263-0137)* ~

b. Camleted or Ongoinc FY 1987 Evaluations

1 4

Production Credit Project (263-0147): Profile of User Firms*
Electric Power Assessment**

Beni Suef Family Planning Project (263-0029 Subactivity)w**
Basic Bducation Third Annual Evaluation Report (263-0139)*
Agriculture Research Assessment (Based on PAR's for all "first
generation" agricultural research projects.)

* Evaluation Report Campleted, but Evaluation Summary still in process.

** = Zvaluation curently onguing.
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S. PL 480

L. Title T

a. Relationship to Misgion Strategy and Program.

PL 480 Title I assistance to Egypt serves two main furnctions, both of which
are central to the Mission's development strategy. Pirst, it provides balance
of payments support during a period when foreign exchange reserves are clearly
inadequate to meet Egypt's needs for focd imports. Secondly, the Title I
program provides a raison d'etre for an expanded hilateral dialogue on the
policies affecting agricultural production. The Title I Self-Help Program
addresses the imbalances and inefficiencies in the agricultural sector
resulting from extensive govermment intervention. Imrlementation of a program
allowing market forces to allocate agricultural resources would reduce Egypt's
future wheat imports and increase the rates of growth of production amd
productivitcy in the Agriculture Sector. Reductions in the budget deficit amd
the balance o. bayments gap and increases in rural real incame would result.

p. Countrv Food Situation

i. Production.

brimarily because of the govermment's inefficient market intervention
policies, damestic agricultural production has been growing at only about 2 -

2.5 percent annually during the last decade. The agriculiural. sector provides . .

a dininishing portion.of the country's food requirements. In 1985 damestic
production of primary food cammodities covered about 36 percent of total
consumption, and the preliminary estimate for 1986 is 35 percent. Wheat has
one of the lowest self-sufficiency ratios, 22 percent in 1986.° Damestic
production of wheat was estimated to reach 1.93 million metric tons (MT) in
1985,/86, while total consumption is estimated at 9.0 million metric tons in
1386. :

-

ii. Import recuirements.

Goverrmment pricing policies for wheat encourage consumption while discouraging
production. This has resultad in a continued growth in demand for wheat and
flour imports. Egypt currently imports about 78 percent of its needs for
wheat. and £lour. 1In 1986 wheat and wheat equivalent imports were estimated to
reack 7.15 million metric tons. About one third of Egvptian wheat and flour
iz imported fram the U.S.

iii. Ability to immort commerciallv.

Egyptian wheat imports are primarily financed through concessionary cradit.
Due to the recent fall in oil revenues and workers' remittances, the country
faces a very tignt foreign exchange situation. Foreign exchange reserves have
been declining, ard ability o import commercially is limited. The PL-480
program is considerad a crucial element for financing wheat and flour imports
and providing balance of payments support.



Cc.  Countrv Policies amd Activities in the Food Sector.

The primary objectives of the GCE food policy are the pramotion of social .
egquity, price stabilization, ard maintenance of adecuate nutritional standards
Zor the pomulation. To achieve these objectives, the goverrment operates an
extersive, nationwide subsicdy scheme, under which food is sold at prices below.
its international eguivalent value. _In addition, the goverrment controls..the
marketing and distribution of 2 number of essential fcods, which are
distributed through ration cards held by about 80 percent of the population.

Tood subsidies currently constitute about 8 percent of the goverrmment's
currant sxpenditure and about 13 percent of the gross budget deficit. while
~ the present food policy plays an important equity and political role, it
constitutes a burden on economic resourceés. USAID has been encouraging the
GCE, through sel:-help measures, to.initiate major refomm of its present food

po..li'les.
4. Self-help Measures,

"he self-help measures provide a very important link between food aid and
agricultural development efforts of the recipient govermment. The self-help
program for FY 86 requires the GCE to undertake certain measures to increase
agricultural production and reform the price structure ¢of farm inputs and
sutput, In summary, the program stipulates that the goverrment:

1. Improve the structure of prices and farm production incentives by
increasing producer prices for major export crops up_to_world levels.

2. Eliminate subsidies for maize and beef and encourage private
importation of these and other agricultural products for which Egypt
has no canparative aivantage.

3. Eliminate subsidies of fertilizers. . .

4. Encourage private marketing and distribution of fertilizers and
other chemical inputs.

5., Reduce the burden on the treasury by reducirn; overall f£ood subsidies
ané chamnelling them to targeted low income groups.

6. Continmue to improve production technologies through research and .
transfer these technologies to the farmers through extension
services.

Those measures reflect the goal of moving the agriculture sector towards a
free market structure. The self-help program examines the stated objectives
cf the GCE in the management of the agricultural sector towards the’ object:.ve
of liberalizing "the sector.

During FY 1986 the GOE made progress regarding items 1, 2, 5, and 6.
Procurement prices for cotton, wheat, sesame, sovbeans, lentils, horse. beans,
sugar cane, and rice were raised during GOE FY 1985/86. The same vear, the
GOE doubled the prices of maize and frozen beef to reduce their subsidies.



- 65-

The total subsidy bill has been be reduced by LE 96 million in the 1986/87
budget proposal (fram LE 1,996 million to LE 1,000 million) and goverrmment's
act.ve program of agricultural research has continued to expand. No
significant progress has been made on self-help measures 3 amd 4. USAID wl.ll
continue to encourage the GIE to undertake the st ipulated reform measures.

e. Use of Procosed ,Camodz._les;,-;_-,,._--m- Cs e

Imported wheat and flour are processed in public sector mills and distributed
by the goverrment. Processad wheat is made available to consumers through
puablic sector bakeries (as hread), cooperatives (as raw flour) and private
sector bakeries (as bread and other baked gocds).

£. Local Currency Uses

PL 480 agreements require the govermment to use net sales proceeds for
financing the self-help measures and for developing the agricultural amd rural
sectors. Although USAID deoes not participate in the programming of local
currency sales proceeds, the Ministry of Finance submits an annual report on
use of proceads, FY 1984 report indicated that net proceeds have been
incorporated in the govermment central budget and used to finance focd
subsidies and development programs in the agricultural sector. The GOE has
not yet submitted the FY 1983 and FY 1986 reports. There is no plamed
106,108 program in Egypt.

g. Storage and Distribution

A stidv of storage amd distribution systems showed that the primary grain
hardling ard distribution constraints up to the year 2000 will be associated
with the handling of imported wheat, -Absence of nulk-handling facilities. ..
increases handling and storage .costs., . Reported wheat flour losses are about
10-12 percent, resulting frem imefficient handling. A major program is
urde-way to increase inland storage capacity.. .The government recently issued
international tenders for the construction of 16 silos throughout the
counzry. This will be a key element of the proposed transition to bulk
handling and reduction of losses and costs. In November 1985 two of the
AID-:Iinanced gra:.n silos started cperation, thus raising the country's total
storage capacity by 200,000 metrlc tons. _

h. Disincentives to Local Production

The goverrment's price and other intervention policies cambine to reduce the
econamic incentive for local production of wheat and other crops. A recent
LID Project Impact evaluation report (no. 45) indicates that “To the extent
that PL 480 reduces the cost to the GCE of imports in support of its price
policies, it contributes to the implementation of policies that act as a
disincentive to farmers”. Evidence shows that the GIE increased producer
prices for wheat and farmers positively corresponded with increased output,
wien PL 480 assistance was interrupted between 1967 and 1974. We therefcre
believe that PL 480 Title I —ommodities remain a direct disincentive to
Egyptian agricultural productien.
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i. TITE II

3. Relat mns":‘.:: £o the Missicn Strategy and ESF Program

T™he PL 480 Title II program in Egvpt has supported USAID's health and
nuerition goals since 1974, through matarnal -child feeding programs, school

lunch p:og:ams. and-selacted, ‘eedmgwmmmm-_—:;

populations in the Sinai. The decision was made in 1934, however, to phase
out the Title IT feeding programs hv 1989, based on twd developments: (1)

the ffocusing of USAID's health strategy on the reduction of childhood disease
rates and the private sector financing of curative care, and (2) acceptance
of the fact that Title II foods were more needed in countries with lower
nutrition levels. The School Lunch Program ended in FY 1985; the Other Child
" Peeding and General Relief program are phasing down toward close-out in FY
1988; arzs the MCH program will finish in Fy 1983.

With the decision to phase ocut the Title II feeding programs, USAID encouraged
C.5. PW0's i Egvpt to consider developing preoposals to'utilize other A.I.D.
rescurces, including local currencies generated by monetization of Title II
ad section 416 commodities. One WO has recently submitted a Title II
nonetization proposal, now under review by USAID, to monetize $3-5 million in
zurpius dairy produsts annually to support food self-reliance projects.
Monetization will be a useful tool for supporting PVO programs as they seek
ways to mobilize private initiative and resources m Eype.

b. Capacities of the Cocrerating Adgencies

As the Title II program is phasing out, the capacities of the Ministries of
Health, Education, and Social Affairs to administer the program are nc longer
at issue. Along with the phase~cut, USAID, CARE and CRS had hoped to assist
the GCE with some self-reliance measures that could compensate for the
pnase-cut of Title IT food. The Ministry of Education and the Nutrition
Institute, however, have been slow to implement a program to develop an
indigenous nutritious cookie for school lunch programs., Similarly, the
Ministry of Health and the Nutrition Institute have been unable for two years
£0 obtain MPIC approval for AID furding to develop an indigenous weaning food
supplement for the MCH program. | .

2. Need for Complementarv Inouts

mere are only modest needs for camplementary inputs between now and the erd
of the Title II program in 1983. If the Weaning Food Supplement activity gets
£inal GOE approval, USAID may fund technical assistance to support this
effort. Similarly, the Mission may fund same technical assistance to help
resolve problems of shelf life and packaging of the mutriticus cookie.



D. MURCSIMENT AND WOREFORTE ISSUES

USAID's current direct hire workerforce level has reached an equilibrium
poirt. 1In 1985, due to concerns for personnel securifty at the post, USAID
agreed o a reduction of 16 positions (including 1 PASA and 2 IDIs). This

reduction was carafully administered with-an eye to meintaining~the - mtegnty-"*—- re—

of the program and meeting its development cbjectives. The current ceiling of
211 USrE {dees not include RIG and IDIs) allows the Mission to:

- assure scunri and honest management in the implementation of a program
that uses large mumbers of contractors responsible for multi-million
dollar ;programs; Cur current Vulnerability Assessment (1985) gives the
Mission's technical directorates an overall medium rating. Reductions in
direct nire staff could lower- this rating to an unacceptable level of
vulnerability for certain management units,

- continue to help the G{E identify and implement needed mac:o-econcmic and
sectoral reforms through a variety of policy dialogue scenarios. This
requires substantial aralytical work.

-~ Ccontinue to emphasize institution building to assure that the large
infrastructure, agriculture and industry projects deliver their intended
developusnt benefits.

- implemznt a portfolio of projects that will expend $586 million in FY
1987 and £777 million in FY 1988.

- implement over fifty programs and projects in FY 1988.
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E. GRAY AMENDMENT

1. Review of PY 1986 Gray Amendment Contracting

Contracts and subcontracts issued in FY 1986 to Gray Amendment target firms
totalled 31,211,454, as follows: - ——.

- Alexandria Wastewater System (263-0100). Polytech (subcontract).
$327.864 f_or pipeline engineering services. Contract date: June 1986.

- National Agricultural Research Program (263-0152). ISTI(Ba). $59.830
for data management services. Contract date: May 1986.

- National Agricultural Research Program (263-015'2) . ISTI. $435,850 for
contract administration and managenent services, Contract date:
aeptember 1986.

- Population (263-0144). Triton. $107,910. Contract date: July 1986.

-  Local Development IT (263-0182). The Match Institution (8a). $250,000

study for small-scale enterprise credit delivery svstems for rural
Egvrt. Contract date: March 1986.

2. FY 1986 Implementation of Gray Amencment

During FY 1986, USAID/Zgypt focused attention through the Early Alert System
on zpproximately 20 projects urder design, including project paper amendments,
to ensure that maximm consideration was given during the plamning stages to
the vtilization of firmms, organizations and institutions ta:geted by the Gray
amencment. In addition, a discussion of Gray Amendment organizations and
their utilization has been mndatorv in all PIDs and PPs prepared by

CSAIT/Egypt.

In June 1986, the ATD/W Minority Business Officer spent 10 days visiting
ATD/Egypt. The Deputy Director, Associate Directors ard selected Qffice
Directors and Project Officers were briefed on Gray Amendment objectlves ard
orovijed information on achieving those objectives.

~

URAID/Egypt project officers have been informed of the requirements of the
Gray Amendment and have been provided information on §(a) contracting, small
bisiness set-asides and federal regulations requiring sub-contracting plans
using small and disadvantaged businesses on direct AID contracts. The Mission
has also encouraged project officers to consider subcontracting as a vehicle
under host country contracts to pramote the use of organizations covered by
the Gray Amendment.

™e Project Implementation Ccurse conducted by USAID/Egypt for 23 project :
officers and other AID staff in April 1986 included a presentation on the Gray
amendnent and project officers' responsibilities in furthering the objectives
of the amendment. - :
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3. FY 1987 and 1988 Grav Amencment Contracting

Contracting during FY 1987 to firms, organizations and institutions targetad
bv tne Gray Amendment is projected to range between $9.5 - 10.3 million as
Eollows: :

- Cairo Sewerage-IX -(263-~0173)." Subcontracts-for-West Bank-design-work -—— == = =
estimated at $6 milliorn.

-  'Local Develorment II (263-0182). 8(a) services contract estimated at $3
million.

- Science and Technology for Develo;man{: (263-0139). 8(a) contract for
management systems contractor estimated at $500,000 to $1 million.

- Renewable Energy Field Testing (263-0123). Possihle MBE involvement on
wurnkey contract estimated at £200,000 - $500,000. .

Tt is not possible at this stage £o make valid projections regarding FY 1988
contracting. However, USAID/Ecvpt will continue to emdhasize and monitor
implementation of Gray Amendment objectives in all contracting activities.
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. SOM@RY BUIGET TARLE

ECONOMIC SUPPCRT FTIND (GRANT)

PL 480
Title I
Title II
TOTAL PL 480
GRAND TOTAL

- 30 -

FY
87 -

. ———

815,000*
169,100
4,096

173,196

988,136

($000)

* include § 3,420,000 reserved for operating expenses.

FY

1888 .. -

815,000

180,000
2,81

182,811

997,811





