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t. Interest and Terms of Repayment

Borrower shall repay the loan to AID in United States dollars within
forty (40) years from the date of the first disbursement under the
loan, including a grace period of not to exceed ten (10) years. Bor­
rower shall pay to AID in United States dollars interest at the rate
of two per ~ent,(2%) per annum during the grace period and three per
cent (3%) per- annum thereafter on the outstanding disbursed balance
of the loan and ~npaid interest.

2.' Other Terms and Conditions

(a) Unlesg AID otherwise agrees in writing, commodities and related
SL'rv kl's financed under the loan shall have their source and or igin in
the United States.

(b) The tl'rmin:ll date for disbursement shall be twenty-four months
following the satisfactory meeting of Conditions Precedent.

(c) The loan shall be subject to such other terms and conditions
as AID may deem advisable •
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1 • BACKGROUND

A. Political Background and U.S. Objectives

A major objective of United States foreign policy is to facilitate a just
and lasting peace in the Middle East. The cooperation of Egypt, pri.ncipal
Arab country, is essential for this purpose. Under the leadership of
President Sadat, Egypt has embarked on a policy of moderation at home and
abroad. It has rejected the once dominant Soviet influence and has worked
closely with the United States in seeking to bring a new era of peace to
the Middle East. President Sadat, personally, has demonstrated courage and
statesmanship in signing the Sinai I and II disengagement agreements with
Israel and in seeking to promote further progress toward a just and lasting
peace. The continuing ability and willingness of Egypt to proceed toward
this goal will depend on (l) domestic political stability and the strength
of the moderate Sadat Government; (2) avoiding short-term deterioration in
the standard of living of the population; and (3) obtaining sufficient
foreign assistance to permit an accelerated development effort.

As stated in the 1977 submission to the Congress, the overall objective of
U.S. assistance to Egypt is to foster economic and social development which
will facilitate and encourage the establishment of a permenent peace.

The overriding short-term U.S. policy objective in Egypt is to provide the
support necessary to the Sadat Government to enable it to continue in power
and to be a force in the Middle East for moderation and a source of area
leadership in achieving a permanent, just peace settlement between the Arab
countries and Israel. ~e critical importance of this objective, together
with the fragile state of the Egyptian economy and its heavy dependence on
foreign assistance, at least over the next few years, not only justifies
and necessitates the exceptionally high level of present and proposed U.S.
assistance to Egypt, but also largely dictates the form and content of this
assistance.

To a large extent, continued domestic political support for the moderate
policies followed by the Sadat Government will depend on its ability (I) to
meet the basic economic and social needs of the population which, among other
things, will require a more rapid expansion of productive employment oppor­
tunities than has been occurring, (2) to assure the continued availability(
at relatively stable prices, of basic foodstuffs and other essential consumer
goods, and (3) to demonstrate a greater movement toward economic and social
goals than has occurred recently.

Egypt is suffer.ing from a critical foreign exchange shortage, and, conse­
quently, is unable to meet its import requirements without a high level of
external financing. With severe limitations on its borrowing ability on
the private international money market~ Egypt has beco."Ue increasingly de­
pendent on balance of payments assistance form foreign governments. Failure
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to provide such assistance probably would force the GOE to take drastic
economic measures which could have politically dangerous domestic consequences,
such as causing a shortage of basic consumer needs or a sharp rise 1n the.
price level. Since priority would be given to the import of food and ether
f'ssentials for the low income majority, imports of intermediate goods would~

be severely curtailed with a consequent cutback in domestic industrial pro­
duction. ':'hus, it is clearly in the interest of the u.s. to provide sub­
stantial balance of payments assistance to Egypt and to encourage other
donors to do so, in order to forestall a balance of payments crisis whi.ch
would not only constitute a threat to political stability, but would render
impossible the implementation of the program of economic reform that is es­
sential for satisfactory longer-term economic and social development.

The sharp increase proposed in the U.s. FY 1977 CIP program is a reflection
of these objectives. In January 1977~ on IMF and USG urging, the GOE a.n­
nounced an accelerated program of economic reform - one element of which
resulted in increases in some food prices. The widespread urban rioting
that resulted on January 18-19 forced the GOE to adopt a more gradual approach
to reform. This loan will demonstrate our support to the GOE leadership in
its continuing commitment to economic reform and permit greater steps than it
would otherwise be prepared to attempt.

The U.s. assistance program is based not only on the short-term objective of
promoting economic and political stability, but also the longer-term ob­
jective of encouraging sound, moderate, development-oriented Egyptian Govern­
ment policies. Therefore, u.s. assistance to Egypt must also assist the
government in its efforts to reduce its dependence on short-term foreign
i)()ITOwing and balance of payment assistance and to lay the economic founda­
tions for long-term L~conomic growth and political s'tability. In line with
this objective, the U.S. is supporting a major program of capital project
invC'stments that will assist in laying the base for more rapid future
economic growth. Although the FY 1977 U.S. capital project program has been
reduced to enable us to respond to the GOE's urgent request for additional
CIP financlng, the GOE and the U.S. have agreed this is an exceptional
situation a~d should be reversed next year.

B. Economic Background and U.S. Objectives

In the long run, Egypt's economic potential has promise. Egypt, with a
population of 38 million, has a large internal market, a reasonably skilled
population compared with other WC's, low wages, varied raw materials, a
k<?'¥ geographic location, and less internal transportation problems than most
InC's, given the concentration of the population along the navigable Nile
River. These features make Egypt suitable for industrial development both
for the domestic and the growing Arab market. In addition, Suez Canal
revenues, now that the canal has been reopened, are estimated to reach at
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lC3f:t $500 million by 1980; petrol<:."um pro,'l.uctl(.)j) .1:; ;drcady c0nUl1.'ut lil'.1

over $300 million annually to the BOP, with significant growth likely in
the near term, tourism contributed almost $250 million in 1976 and consid­
erably more is anticipated for the future as new hotels are completed;
considerable potential exists for higher returns from existing agricultural
lands; and there is a flow of remittances from some 500,000 Egyptians
working in the richer Arab countries of the region that provided a majoL
portion of the financing for the "own exchange" imports that tota.11ed $450
million in 1976.

The most ~2vere constraints on Egyptian development are: (a) the heavy
defense burden estimated at 25% of government expenditures; (b) the pressing
shortage of foreign exchange; (c) the external debt burden; (d) a poorly
organized economic decision-making process; (e) an overwhelmingly large and
inefficient public sector; and (f) the rapid population growth, increasing
the problems of food supply, unemployment, underemployment, and urban con­
gestion. The first three of these factors, directly, and the last three
indin~ctly, limit the funds available for the development effort. Domestic
savings have been substantially less than 10 per cent of GOP. Until 1974,
the modest level of foreign resources available and the low level of domestic
savings permitted gross investment levels only slightly in excess.of 10 per
cent of GOP. As a result the economy stagnated. However, since 1973 the
rapid increa3e in foreign assistance has directly and indirectly permitted
the investment level to jump to 25 per cent of GDP. The foreign financing
has directly increased the resources available for investment and, through
the higher rates of growth in production that foreign-financed raw materials
have made possible, has.expanded domestic production and the amount of this
production that can be allocated to inve-stment. -

'I'he realization of Egypt I S long-term potential and the allocation of greater
domestic resources to the development effort hinges upon a number of complex
factors, some of which are not entirely within Egypt's control. The most
important of these is a definite movement towards an equitable and permanent
peace settlement in the l-liddle East. 1-1oreover, the attainment of Egypt's
prospects requires the transfer in the medium term of large iiIhountsofcapital
from abroad; this, in turn, must be preceded by a considerable investmEnt in
the necessary infrastructure and careful work in preparing a portfolio of
projects suitable for the consideration of potential investors (whether
private or official). And finally, it requires fundamental changes in economic
policies and institutions.

Given the nature of Egypt's economic problems and overall u.s. political
objectives, u.s. strategy must enco~pass dual objectives:

a. maintenance of a large net inflow of u.s. and other foreign
resources in the short run, and
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b. achievement of a lo\\'er need for foreign resource inflo.... s over
the medium and long x-un through expansion of Fqypt '5 product iVt' C'lp.lCl ty
,'Uld the relaxation of tensions in the [\1iddlt1 E~st.

'l'lw u. S. assi ~:;t<lnc(' strategy is to support th0 pt' io:ri ty objec t i v('~; ('If tgypt~'c:;

med.ium- and long-term development program through capi tal project finar~ci.ng

and the short-term economic and political requirements through commodity
.import financing. As is discussed in more detail later, U.S. assistance
is only one element in the foreign support Egi~t is receiving. Major com­
mitments have been made by other Western bilateral donors, by multilateral
organizations, and, in particular, by other Arab countries. At the present
time the U.S. is supporting the establishment of an IBRD sponsored con­
sultative group.

Given the current and projected high levels of economic assistance to Egypt
and, more specifically, the substantial proportion of that assistanceear~

marked for balance of payments support, it is only reasonable to ask whether
provision of such assistance should be linked to GOE commitments to take
specific measures directed at improving the critical balance of payments
situation. When assessing the amount of leverage afforded by U.s. assistance
to Egypt, one should keep in -nind the fact that the high level of U.S.• as­
sistance is intended primarily to demonstrate our support for the moderate
foreign and domestic policies followed by the Egyptian Government. This,
of course, has not precluded us from encouraging the GOE to implement specific
nll"aSUrcs required for the success of their own domestic policies (e.g.,
liberalization oftht:' economy), but since the annual Supporting Assistance
and PL 480 Title I levels are politically determined, it is obviously difficult
to link these levels directly to specific GOE economic policy commitments.

In the past year, the GOE has taken measures which constitute partial imple­
mentation of the economic reforms advocated by the IMP and supported by the
u.s. and other donors (for instance, raising the parallel market exchange
rate, shifting a major share of the Goverrunent's foreign exchange expendi­
tures from the official to the parallel rate of exchange, raising import
duties on luxury goods, etc.). In addition, the GOE is studying the revisi9n
of the investment code governing foreign investment to make it more attracti"e
(and less bureaucratically cumbersome) for foreign private firms to invest
in Egypt. However, it is clear from the January disturbances that the
economic measures required to cope with the critical balance of payments
situation (such as major exchange rate adjustments and reduced domestic
subsidies) have the potential for serious political repercussions on the
domestic scene and must be introduced carefully and gradually. Despite the
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disturbances, the GOE appears committed to reform and now appears to under­
stand better the nature and magnitude of its economic problems. The availa­
bility of the $500 million U.S. assistance package ($60 million in PL 480
Tltlt~ I and. $440 million in erp) is int.ended to makt:" it possiblo€' for the GOE
to go as far as it can on reform without provoking public reaction that could
threahm the moderate Sadat regime.

The proposed program loan in conjunction with an increase of $60 million
in the PI 480 program responds directly to the prime objectives of the U.S.
in Egypt. First it will provide a direct and in~ediate support response
by the U.S. Government to an urgent request by the GOE. Second, it will
(~nable the GOE to better obtain cr i tically needed consumption imports (needed
for short-term domestic stability and popular support for current moderate
GOE policies) and production imports (needed to support the economic develop­
ment effort). Third, it will better enable the GOE to proceed with a program
of economic reform necessary to achieve Egypt's medium- and long-term develop-'
ment goals.

e. Status U.S. Assistance Programs

1. Commodity Import Program

The FY 1975 commodity import program \'las funded with $150 million. This is
100 ver cent committed and is 54 per cent disbursed. AID provided $250
million in FY 1976. This is now 30 per cent committed, and 3 per cent dis­
but"sed. A $65 million Transitional Quarter loan, signed September 30, 1976,
is cUl-rently being committed. Thus to date (february 1, 1977) a total of
$46r., million has bef'n obligated of which $181 million is in issued letters
p( credit to u.s. suppliers and of that $91 million has been disbursed
(12/31/76 data). An additional $47 million in purchases have been announced
and are nearing completion. The rexnaining $237 million has been allocated
by the Egyptian Government to several essential sectors and preliminary
purchasing effort is underway by many different Egyptian authorities. Thus,
the elP funds obligated to date have been fully allocated.

Program status is summarized in the following table:

PROGRAM LOAN STATUS
($ Millions)

Obligated
Allocated
Committed
Disbursed

CY 1974 CY 1975

250.0
250.0
102.7

10.0

CY 1976

215.0
215.0
123.3
81.2

CY 1977*

97

TOTAL TO DATE*

465.0
465.0
323.0

91.2**

*as of 2/7/77. **as of 12/31/76.
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ii. Capital Projects

From FY 1975 through the 1976 Interim Quarter, AID obligated $541 million'
to the GOE to support eleven rather large capital projects. Four of these
(totalling $233 million) were on a grant basis to the GOE, destined to assist .
the reconstruction of the war-torn Suez Canal area, including two (involvi~lS

$44 million) which are being handled largely as commodity loans. Seven
other projects ($308 million) are loans to the GOE aimed generally at in­
creasing either basic infrastructure or industrial production. In accordance
with our Congressional Presentations, AID is financing only the foreign
exchange costs associated with these projects. A detailed project listing
is provided in Annex Table I.

Disbursements under these projects total about $23 million as of the end of
CY 1976. This relatively low figure is a reflection of the newness of the
program and the inherent time involved in implementing major capital invest­
ments.

'l'he FY 1977 capital assistance program, prior to the increase in the eIP
program from $250 million to $440 million proposed in this loan paper, was to
have consisted of seven capital projects totalling $420 million.

\'I}hile the reallocation of funds available for capital projects must still
be discussed with the Egyptian Government, it is anticipated that this reduction
of $190 million will be accomplished by:

a. Deferring the proposed Suez Power Plant to FY 78 ($100 million).

b. Reducing the planned FY 77 project for electrical distribution
equipment from $80 to $40 million ($40 million).

c. Reducing the Grain Storage II Project from $65 to $55 million
($10 million);

d. Reducing the planned Urban Water/Sewage Program ln FY 77 from
$60 to $40 million ($20 million) ;

e. Reducing the Irrigation Canal Dredging/Pump Equipment Program fro~

$60 to $40 million ($20 million) .

By their nature, each of these last four projects can be expanded or con...
tractcd by a substantial amount according to the availability of funding;
there is no obvious "lumpiness" making technical or financial feasibility
dependent on a certain scale of investment.

iii. Technical Assistance Projects

From FY 1975 to date, AID has obli~ated about $40 million available to the
GOE to support seven non-capital grant projects of rather diversified natures.



ERRATA

Egypt, FY 1977 Commodity Import Program Loan Paper

I. Page 2. Delete the words "and USGIf from the second sentence
of the first full paragraph.

2. Page 25. Delete the second paragraph.

3. Page 27. Under paragraph VI, Recommendations, delete sub­
paragraph e.



ERRATA

Egypt, FY 1977 Commodity Import Program Loan Paper

The following paragraph is added on page 27 of the loan paper
as paragraph VI and the existing paragraph VI (Recommendations)
is renumbered as paragraph VII.

VI. Use of CIP Generated Local Currenc1

Egyptian pounds generated by this loan will be utilized
for general GOE expenditures. As a matter of policy, AID does
not plan to involve itself in the Egyptian Governments budgetary
process by participating in the programming of the local currency
proceeds. AID looks to the IMF and IBRD with respect to recommend­
ing corrective monetary and fiscal measures. Egypt is an excess
currency country and sufficient funds are available for 19cal USG
requirements. To date, the availability of local currency to support
AID projects and pr0grams has been met by the Government of Egypt.
In recognition of budgetary constraints, AID is working closely with
the GOE to assure that local currency requirements for projects will
be provided on a timely basis.
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Inc luded are three special direct transfers (S18. 4 million) to the Depart.­
ment of Defense for clearance of the Suez Canal and of Port Said harbor
and for the transfer to Egypt of a Presidential helicopter.

Technical assistance activities have expanded considerably as project develo.p­
ment has progressed. The FY 1975 projects for technology transfer and
feasibility studies (later extended beyond FY 1975) were used to support
project identification and development. Disbursements on these projects are
proceeding normally. Two major projects in rural health and in irrigation
water mailagement and utilization were initiated late in 1976, and both are
expected to lead to projects of amplified scope and geographical coverage

The stated expansion of technical assistance projects to $30 million in
FY 1977 is not affected by the realignment of the capital assistance program.
~lajor new activities are expected in several high priority fields, as shown
in Table I.

iv. PL 480 Title I

Since 1974 the u.s. has obligated $510 million dollars in PL 480 Title I
financing. The major portion of this assistance has been f~r wheat grain
and flour. Some financing has also been provided for tobaccv. The wheat
provided has been a critically important element in meeting the demand for
~l:is basic foodstuff by the growing Egyptian population. The $60 million
in additional Title I assistance t.hat was recently agreed to, in combination
with this $440 million eIP loan, is in response to the GOE's urgent request
for assistance following the January 1977 urban disturbances.

II. ECONOMIC JUSTIFICATION

A. General Economy

i. Production

Available GDP data indicate that! after exceeding 4~ during the two years
ending JunE 1972, the real growth rate of the economy dropped to about 3%
in 1973 and 1974. In 1975 this decline was reversed, with provisional
estimates indicating that a substantial jump in the real growth rate
occurred. This rise was caused mainly by the recovery of industrial, petro­
leum and construction activity. The 1975 growtn in agricultural production,
although greater than in 1974, at 2.4% only kept pace with population growth.
Completf' data are not yet available on production trends in 1976. Prelimi­
nary information indic~tes that real gro\ow'th of industrial production in 1976
was below that of 1975. This is in line with what one would expect, given
the one-time nature of the jump in capacity utilization in 1975. The secto­
rial composition of GDP is given in Annex Table II.
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(a) A.9r icul ture

Agriculture accounts not only for upward of 30 per cent of GCP, but also
for about 45 J:.2r cent of total employment and over half cf earnings from
exports. During the last three years Teal value added in agriculture has
grown by less than 3 per cent per annum, a rate which is only sli~htly ,.
higher: than the rate of population growth. This relatively poor performance
\Io'as due partially to the high level of yields already obtained and to the
physical constraints on the expansion of the cultivable area, which at present
totals about 5.7 million feddans (5.5 million acres). While yields on the old lan<
of the Nile Valley are, on many crops, among the highest in the world, this
is due largely to highly favorable conditions of perennial irrigation and
climate. When compared to productivity in other parts of the world with
similar: physical conditions, there remains scope for increasing Egyptian
productivity, although this requires more complex innovation than would
be true in countries of lower overall productivity. Proble~s of development
of tht~ "new lands," being brought under cultivation as a result of the High
Dam, Gre even more complicated, given the extremely high cost of reclamation
and the long periods required for preparation of these lands. However, the
building of the High Dam at Aswan eliminated both drought and flood, permitted
the conversion of an additional 10 per cent of the cultivable area to peren­
nial irrigation, and allowed more flexibility in the distribution of water.
On the other hand, it also blocked the annual deposit of soil-nourishing silt,
raised water tables, and increased scil salinity. As a consequence, heavier
applications of chemical fertilizers - many of which have had to be imported
from abroad - have been required and it has been necessary to develop improved
watt.'l" distribution and drainage systems. Moreover, while some 12,500 feddans
of existing farmland are being absorbed into urban areas annually, efforts
to reclaim new land have encountered recurring difficulties and delays.

In addition, incentives to farmers to increase production have been adversely
affected by the government's policy of maintaining basic food prices at a
constant level during a period when other prices have risen appreciably. As
a result, it can be estimated that the agricultural sector is providing some­
thing of the orde~ of a LE 900 million annual subsidy, in the form of low
prices, to the non-agricultural sectors. This figure can be compared with
1976 gross value added in agriculture of about I.E 1,500 million. The GOE
recognizes the importance of reversing this trend so as to adequately en­
courage agricultural production. The problems in doing 50, however, are
obvious - as the January 1977 urban riots fol1cwing an increase ir. some food
prices demonstrated. The financing provided through the u.s. elP program is
dirccLcd, in part, toward both encouraging and supporting the GOE in under­
taking a politically realistic program of economic reform that includes
rationalizing the price system.
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(b) Industry and Mining

Industry and mining account for in the neighborhood of 20 per cent ('f
GDP, and for about one eighth of total employment. In addition, industrial
prcxlucts are the som'ce of over one third of export earnings, if exports
of ~;€mifinished products, such as cotton yarn, are included. During the
past three years real value added in industry has fluctuated considerably,
declining by 9 per cent in 1973 and then rising by 13 per cent in 1974 and
by a similar amount in 1975.

Foremost among the factors accounting for the improved performance of the
industrial sector in 1974 and 1975 was the increased availability of foreign
exchange. The Ministry of Industry was allocated a total of 1£ 403 million
under the Foreign Exchange Budgets for 1974 and 1975, as compared with only
IE 132 million in 1973. Furthermore, foreign exchange from exports through
the parallel market, which was established in September 1973, began to be
received; this exchange could be used freely to import necessary production
inputs. Also imports financed under own exchange procedures have increased
rapidly - totalling about $450 million in 1976. With the greater availability
of foreign exchange and improvements in import procedures, imports of raw
materials and spare parts increased substantially. This allowed a reduction
in the level of slack industrial production capacity, which had been estimated
~t about 30 per cent at the end of 1973.

For t.he mtmium term, the continued provision of concessional commodity im­
port financing is an essential requirement for continued growth in industrial
pl·oduction for two reasons. First, such financing directly ensures the
,adequate availability of raw and intermediate materials and spare parts that
are necessary for greater industrial production. Second, in the absence of
u.s. eIP loans and other similar financing, the Egyptian economic situation
would be sufficiently grim that the GOE would probably hesitate tc initiate
the reforms that are necessary for future industrial growth. In addition
to a pressing need to restructure institutional relationships, the perverse
impact of imbalanced price relationships is as pervasive in the industrial
sector as in agriculture.

ii. Investment

Gross domestic savings have stagnated at about 8 per cent of GDP. Gross
investment hovered at around 13 per cent of GDP until 1974, when its
sha.t:e began to shoot up. It is clear that the increase in the share of. in­
vestmen1: in GDP that has taken place was financed from abroad, as there was
no concurrent rise in the domestic savings ratio. The importance of the
increased inflows of foreign resources to the development effort is discussed
in more detail below.
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The proportion of gross fixed investment carried out by the public sector
has risen steadily in recent years, and reached over 90 per cent of the
total in 1975. GOE projections for 1977 indicate that private sector in­
vestments may now be increasing as a per cent of total invf'stments. If
~~0, this would be in keeping with recent GOE policy statements that the

will concentrate on infrastructure and leave industrial investment
to the non-governmental sector.

As regards the sectoral distribution of investment to date, while the com­
modity sectors received the largest proportion, the percentages going to
the distribution and service sectors increased. Among the commodity sectors,
the share of agriculture fell rapidly and now accounts for less than 10 per
cent of the total, while that of industry remained more or less the same
(32-37 per cent of the total). The larger investments in the distribution
and service sectors occurred mainly in transportation and housing.

The poor perfonnance of gross domestic savings in recent years is concen­
centrated in the public sector, where dissaving increased rapidly. The
inability of the public sector to generate an investable surplus is the
result of two main factors. First, and most importantly, the costs of direct
and indirect subsidies have increased abruptly; by 1975 these outlays amounted
to approximately 14 per cent of GDP. In large measure, the growth of the
subsidy bill has been due to the higher prices of imported foodstuffs and
fertilizers. However, there has also been an iLcr~~sing reliance on higher­
priced imports relative to domestic supplies, a tendency for selling prices
to rise even more slowly than domestic procurement prices, and some widening
of the subsidy base (until this policy began to be reversed in 1976). Second,
there have been major deficits in the Emergency Fund, from which a large part
of national defense expenditure is financed.

The Egyptian authorities recognize that a continuation of past trends would
jeopardize economic and social stability and damage the long-term growth
potential of the economy. Therefore, efforts are being undertaken to raise
domestic savings and strengthen the balance of payments. Withi~ this context,
the groundwork is being prepared for a five-year development plan to provide
a framework for economic policies to be followed between now and 1980.

The GOE is also making a major effort this year to reduce the budgetary
deficit (as is discussed later), which, if successful would have a major
beneficial impact on domestic savings.

iii. Public and Private Consumption

The pattern of resource utilization in Egypt is weighted in favor of con­
sumption, which in recent years has absorbed over 90 per cent of gross domestic
product (GOP). Private consumption, which has been largely shielded from
price increases by the policy of subsidizing essential items, has accounted
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for about 65 per cent of GDP, with the remainder being made up of consuwption
by the government. Yet, private consllrrlption utilizes a relatively low share
of a.vailable resources in comparison to other developing countries with the
same level of per capita GNP.

Eighty per cent of the countries with per capito incomes between $200 and
$300 in 1974 (the most recent year for which data are available) had higher
shares of GDP going to private consumption than Egypt.

The information that is available on the distribution of private consumption
in Egypt indicates that the Egyptian income distribution is quite egalitarian
by developing country standards, and has not deteriorated noticeably over
time. Almex Tables III and IV present preliminary estimates of the Egyptian
income distribution and the composition of private consumption at different
income levels. At the same time, however, there are indications that the
absolute level of well-being of the bulk of the population has not appreciably
improved in recent years. Absolute levels of average per capita consumption
of various commodities is given in Annex Table V. This latter phenomenon
presun\ably is a reflection of both the relatively low past level of invesL~ent

and the capital intensive, long gestation nature of much of recent investments.

iv. External Financing Requirement

The challenge to Egypt in this regard is .clear: How to increase the level of
invf'stment relative to consumption while avoiding a deterioration in the
It'vt'l of well-being (consumption) of those least able to afford it. The GOE
is addressing itself to this challenge by (1) seeking to reach a just and
lasting peace in the Middle East - thereby permitting a reduction in public
defpnse expenditures; (2) holding other government operating expenses to the
minimum compatible with the provision of necessary public services; (3) seeking
to encourage foreign and domestic private investors to participate in Egypt's
investment program; (4) seeking interim support from foreign donors to enable
consumption levels to be maintained while investrn~nt levels are increased.

The relative success with which these policies have been followed is shown
in the following table:



Egyptian Resource Availabilities and Utilizationl /.
(in % of GDP)

1970/71 1971/72 1973 1974 1975
Resources:

GDP 100.0% 100.0% 100.0% 100.0\ 100.Ot
Net Import.s of Goods

arnd Services 4.7 4.9 5.2 12.4 20.6

Total Resources Available 104.7 104.9 105.2 112.4 120.6

Uti1iza tion:

Consumption 91.7) 92.0) 91.9) ( 94.6) 91.1)
Public 25.7 27.1 28.6 28.9 25.7
Private 66.0 64.9 63.3 65.7 65.4

Investment 13.0) 12.9) ( 13.3) ( 17.8) 29.5
Gross Fixed Investment 11.1 10.7 12.3 15.8 25.6
Stock Increases 1.9 2.2 1.0 2.0 3.9

Total Utilization 104.7 104.9 105.2 112.4 120.6

(Gross Domestic Savings) * 8.3) 8.0) ( 8.1) 5.4) 8.9)

• (Equals GDP le£~: consumption or, alternatively, ir.·.restment less net imports)

1/ Based' on recent GOE and IMF data.

As can be seen from the above table, between 1973 and 1975, the portion of
GDP going to private consumption increased only slightly while that going
to public consumption decreased slightly. It has been possible to increase
fixed investment very substantially as a result of the sharp increase in net
foreign resource inflows. Although complete data are not yet available, it_·
is thought that resource allocations in 1976 were similar to those of 1975.
For 1977 the government is seeking to make a major effort to hold downcon-­
sumption. However, the political ramifications are· such that changes in
the short-term must be handled cautiously.

With regard to the medium- to longer-term trends, it appears clear that
maintenance of domestic stability precludes any reduction in the absolute
level of private consumption. Given the almost universal experience that
income distribution tends to dete2iorate during the earlier stages of
t"conomic development, it will probably be necessary, in order to offset
this tendency, for the overall national average level of real per capita
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private consumption to increase. Given these considerations plus the
currently substantial population growth rate (2.4%), a rough but reasonable
assumption is that private consumption must continue to absorb about the
SdmE' fraction of GDP. Thus it will only be as public consumption is de­
creased as a portion of GDP that domestic savings can increase and net
foreign inflows can decrease. In the short term, the only prospect for
a substantial decrease in public consumption lies in reduced military
expenditures, which depends upon progress toward a peace settlement in
the Mid-East. In the longer term, a currently high investment program
should lead to more rapid growth in GDP and should permit the portion of
GDP allocated to public consumption to fall.

For the next few years it is clear that substantial foreign donor financing
will be necessary (1) to ensure that a substantial investment program
cont_inues to be possible while domestic stability is maintainec1 , and (2)
so that Egypt will be able to allocate enough of its own resources to
retiring short term, very expensive foreign debt. The effect of both of
these actions will serve to reduce the future gross need for foreign
assistance.
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B. Balance of Payments

i. General

Recent developnents in the Egyptian balance of payments and projections
for 1977 are shown in Annex Table VI.

Between 1973 and 1976, exports increased by 80% and imports more than
doubled, in current prices. Although a significant portion of these in­
creases is a reflection of price increases, there has also been substantial
real growth in imports and, to a lesser extent, in exports as well. Over­
all, 32\ of the increase in the import bill was for greater payments for
basic food imports (wheat, corn, fats and oils, and sugar), 11% of the in­
crease was for other consumer imports, and the remaining 57\ was for other
primary, intermediate, and capital imports required more directly for the
development effort. The detailed composition of Egyptian impozts is given
in Annex Table VII for 1975 - the last year for which statistics are avail­
able. This table read in conjunction with the statistics on u.s. elP util­
ization in Section IV would indicate that no insurmountable problems will
exist in the timely utilization of the proposed $440 million FY 1977 eIP
loan.

The net inflow of commodities (imports less exports) increased from
$6G8 million in 1973 to $2,460 million in 1976. The lBRD has projected
a further increase to $2,700 million in net commodity imports in 1977.
As discussed above, it is this massively expanded availability of foreign
commodities that has permitted Egypt to increase the level of investment
from 12% of GOP in 1973 to 25\ currently.

With the reopening of the Suez Canal in July 1976, and a substantial in­
crease in tourism earnings, Egypt has been able to dramatically increase
its own financing of this net commodity inflow. Net earnings from services
and transfers (excluding own exchange transactions) increased from $13 mil­
lion in 1973 to $844 million in 1976. For 1977 a further increase to
$950 million is projected. In addition 'to this, approximately $450 million _
in "own exchange tt imports were financed largely through workers' remittances,-

ii. Foreign FinancinS}

A.lthough Egypt increased its own financing of net commodity imports, the
major portion of the i~~~eased inflow was made possible by large increases
in net foreign financing availabilities. This latter financing increased
from $655 million in 1973 to $1,616 million in 1976 (excluding financing
for military equipment). A further increase to $1,770 million has been
projected by the IBRD for 1977.

Because Egypt has made substantial use of relatively short-term and, in
several instances, expensive commercial financing to cover part of the
cost of increased imports, debt servicing has increased substantially.
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This has increased the gross need for foreign financing above what would
have been the case had more medium- and long-term financing been available
in the early 1970's. The 1976 gross repayment of suppliers credits
equaled $311 million, while t~e net repayment of bank credits equaled
$300 million, for an outflow on these accounts of $611 million, compared
with 1973 outflow of $56 million. In contrast, between 1973 and 1976
amortization of mediurn- and long-term debt (excluding debt repayment
under clearing accounts) increased from $131 million to $186 million.
Overall, payments on this account increased from $187 million in 1973 to
$797 million in lJ76.For 1977 the World Bank has projected debt servicing
at $1.55 billio~,which presumaoly includes a substantial reduction in the
arrears in commercial payments that developed in 1976. Whether this total
debt payment of $1.55 billion will be possible, or whether some of the
outstanding shorter term credit will have to continue to be rolled over,
will be dependent on the amount of longer term foreign finfu~cing that is
available - particularly from the Arab countries.

The net result of the above was an increase in gross foreign financing from
$842 million in 1973 to $2.4 billion in 1976. An increase to $3.3 billion
will be necessary in 1977 if a substantial reduction in commercial debt and
arrearages is to be accomplished at the same time that a large inflow of
foreign imports is maintained.

iii. Need for Balance of Payments Assistance

As discussed above, Egypt needs substaDtial foreign financing for the im­
~~rts needed to support the development effort while at the time maintain­
ing domestic stability. It is informative to review foreign financial com­
mitments to Egypt on the basis of currently active official loan agreements.

Outstanding Loans from F0reign Governments
and International Organizations*

Arab
u.s.
Non-U.S. Bilateral
Multilateral

Total

Disbursed

$ 875
4522:./
400
160

$1887

Undisbursed

$ 420
7337:./
784
451

$2388

*Data from IMP report.

11 C<1rr ied fcn...l~trd from 1976
~/ln~ludes both AID and PL 480.

It is clear from this table, read in conjunction with the earlier balance
of payments table (which also includes grants and bank deposits from Arab
countries). that the major source of foreign financial support to Egypt
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has corne f:.'orn the Arab countries. In addition, the Arab financing has been
of a nature to have immedia.t.e impact on Egypt I S balance of payments. Al­
though financing from non-Arab sources is substantial and growing, with
the exception of the U.S., only a small portion of this financing has been
for general import financing.

As discussed above, in 1977 there is a need for a sharp increase in com­
modity import financing to enable Egypt (i) to import the consumer and in­
termediate commodities required to assure domestic stability, (ii) to main­
tain the large inflow of imports required to support the development effort,
and (iii) to reduce the arrears in import payments that developed in 1976,
as well as reducing the level of expensive short-teL~ commercial credits
currently outstanding. In addition, there are indications that in 1976
the GOE was forced to cut back somewhat on planned imports of industrial
raw materials and spare parts because of shortfalls in expected financing.
This means that in 1977 industry is starting from a weakened stockpile
position. This too contributes to the need for elP financing in 1977.

Although the situation in 1978 can not be projected with any quantitative
precision, the broad elements of the balance of payments can be qualita­
tively outlined. Commodity exports and imports should grow in a fashion
similar to that projected for 1977. Therefore, the net inflow of commodi­
ties in 1978 is likely to be only slightly greater than in 1977. Net ser­
vice earnings should also continue to grow, with the result that the net
foreign financing requirement in 1978 should be about the same as in 1977.
However, debt servicing should be sharply down following the one-time need
to reduce arrears and commercial bank credit that is projected for 1977.
As a result gross foreign financing needs in 1978 should be down sharply
from the level projected for 1977 - possibly somewhat above the $2.4 bil­
lion gross foreign financing estimated for 1976.

It is clear that the increase in u.s. elP financing projected for 1977 and
1978 from this proposed loan will only be sufficient to help finance the
growth in net commodity imports needed for development and stability. The
desired reduction in commercial paYment arrears and outstanding bank credits­
will only be possible if the Arab countries in particular, as well as the
industrial countries, increase the level of their assistance substantially
in 1977. The GOE is making a major effort to obtain this financing. Fol­
lowing the January disturbances there are probably improved prpspects for
their obtaining more of such financing than they did in 1976.

C. GOE uOMestic Budget

The Egyptian budgetary system is complex, and substantial double-counting
dU0 to interbudgetary transfers makes fiscal analysis difficult. The cover­
age of the various budgets has also changed with the progressive transfers
of responsibilities from the central ministries to the public authorities.
Moreover, in the interest of security, details are not released on the
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operation of the Eme~gency Fund ot11er than q10bal fiqure$ for ('Iutl"ys ~''Uh!,

in 1976 for the first time I the overall deficit. Ho....,,;ever , more inf0rJndU.Gn
is available now than in previous years, and a consolidated summary pre­
sentation of the State Budget, including the Emergency Fund, was attempted
by the IMF in its August 1976 report for the period 1973-1976. This in­
formation has been supplemented by recent C~E statements on the 1977 bud­
get and used in the discussion below. The 1976 data and the projections
for 1977 in particular must be considered tentative at this time.

In spite of the fact that the GOE has very successfully mobilized domestic
resources for government programs (Central Government tax revenues are
about 22% of GOP), the financial situation of the public sector in recent
years has been characterized by a serious imbalance between revenue and
expenditure. Major problems have been caused by the need for continuing
heavy defense expenditure before and after the OCtober 1973 war and the
decision to stabilize the prices of essential commodities through sub­
sidies from the budget. The main costs of subsidization have been met by
the General Authority for Supply Commodities, whose commodity trading losses
increased from LE 11 million in 1972 to LE 419 million in 1975. A separate
Special Fund for Subsidies was established in 1975 to consolidate all direct
subsidies in one fund; in that year the cost of these subsidies was LE 523
million. If the deficits of the public authorities and public Economic
Organizationf: (the "public economic sector!1) are also treated as subsidies,
subsidization can be said to have absorbed 30 per cent of tax revenue in
1973, 71 per cent in 1974 and 66 per cent in 1975. The increasing require­
ment for subsidies has been a major factor in the growth of the overall de­
ficit from 15 per cent of GOP in 1973 to 19 per cent in 1974 and to per­
haps 24 per cent in 1975.

Despite the problems caused by the war situation, there has been a pro­
gressive increase in Fublic investment ex~enditure in recent years. Ex­
penditure in 1974 exceeded that of 1973 by 25 per cent and preliminary
figures for 1975 indicate a further increase of 17 per cent. Moreover, it
is reported that an additional LE 184 million was utilized from the Emer­
gency Fund in 1975 for reconstruction and development in the Suez Canal area.
In 1975, as in previous years, the main thrust of the investment program
was in the manufacturing sector with the very substantial investment in the
Fetroleum industry being to a large extent fi:lanced directly by foreign oil
companies. Priority was given to the completion of major projects such as
the extension of the steel complex at Helwan, the fertilizer plant at Talkha
and the aluminum complex at Nag Hamady. The 1976 investment program was
reviewed and revised in light of the overall financial situation. The
original budgetary estimate was for investment expenditure of LE 1,252
million of which LE 530 million was to be deferred pending the outcome of
negotiations for concessional external financing. In May 1976, however,
it was decided to approve allocations of a maximum of LE 1,000 million sub­
ject to the availability of adequate external financing on favorable terms.
Actual investment expenditures in 1976 are estimated at LE 950 million.
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In l')7f, tht.~ provJ~1i('1\.'\1 ~;~cti.n ..d :\tln(,,,,ti("Im~ 9iv~ qrN\trr f\i'll'hag,it; UI<1n

previously to housin~1 t where the main require.mentR arE' for the rebuild-
ing of the town) in the Suez Canal area, and to the transportation sector •
which includes the oil pipeline from the Gulf of Suez to the Mediterran-
ean and the continuing development of the Suez Canal. ..
Despite the substantially increased provision for investment expenditure
and the higher budgeted deficit of the Emergency Fund, it proved possible
to prepare a financial program in 1976 which reversed the recent trend
toward increasing reliance on domestic bank financing of the budgetary
deficit. The budget as revised in May contains a bank financing require­
ment of LE 561 million, which is 22 per cent less than the 1975 level of
LE 715 million. /

In January 1977, the GOE announced further measures to reduce the govern­
ment deficit through increased tax collection efforts, tighter restric­
tions on general expenditures, a further shift of imports to the parallel
exchange rate, and substantial reductions in price subsidies~ The price
increases resulting fram the subsidy reductions led to Widespread urban
rioting. The GOE has temporarily rescinded several of the subsidy cuts
and is preparing a revised set of measures directed toward reducing the
public sector budget deficit without adversely affecting those in society
least able to afford it. Although the government's commitment to dealing
with its budgetary problems is clear, the problems in doing so are equally
clear.

•
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III. SUMMARY OBJECTI\~S FOR PROPOSED ClP LOAN

The objectives for the prol~sed $440 million program loan can be cate­
go:t:"ized among short and medium-term political and economic objectives.

The short-term political objectives are (1) to demonstrate U.S. support
to the moderate GOE leadership by responding promptly to an urgent GeE re­
quest for increased foreign. financial aid, and (2) to help assure domestic
political stability through increasing the financing available for com­
modity imports. The medium-term political objective is to support a con­
tinuation of moderate, forward looking actions by the GOE as regards a just
and lasting peace settlement in the Middle East.

The economic objective of the ClP loal"l is to provide a portion of the foreign
financing that is necessary to permit a substantial Egyptian development pro­
gram to be mounted. Private consumption is already low (65% of GDP) and can­
not further be compressed. Public consumption levels are dictated by the un­
settled Mid-East situation and the need to provide essential government
services to the population. Egypt has recently been able to mount an in­
vestment program that totals about 25% of GDP - largely as a result of increased
foreign financing that has permitted a net inflow of foreign goods and services
equal to about 20% of GDP. Significant balance of payments financing, like
that provided under the U.S. elP program, will be necessary until domestic
saving~; can be substantially increased. This latter development will be made
possible by progress toward a settlement in the Mid-East (permitting lower
defense expenditures) and by more rapid economic growth (which in turn is
being made possible by the currently high level of B/P financing and capital
project assistance).

IV. LOAN IMPLEMENTATION

A. CI? Settins..

The public sector dominates thE.. economy. It accounts for about 90 percent
of total investment and 75 percent of industrial production. The government
either owns or shares ownership in nearly all financial intermediaries,
trading and wholesale firms, transportation and communications assets. The
government is the main determinant of resource allocation and domestic prices,
using administrative controls and direction with an emphasis more to income
distribution and resource mobilization for specifics than achieving short
term economic effici~~cy.

The principle poli.cy instrument for allocating foreign exchange is the ex­
change budget, both the global budget of the nation and the individual bud­
gets of the various sectors. Coupled with the foreign exchange budget, at
the individual buyer level, is the concurrent local currency budget which
must provide safficient local currency to purchase foreign exchange alloca­
tions at the tLlTIe the allocations a~e spent.



elP loans are government to government loans administered by the Ministry
of Economy and Economic Cooperation (MOE). The MOE in collaboration ~1th

the Ministries of Finance and Plann~ng allocates the elP loan to various
economic sectors requiring foreign exchange at the time the loan funds
become available~ The receiving sector or Ministry allocates its allot­
ment to those central controlling organization, authorities and indivi­
dual industries or groups under that Ministry's responsibility l~~rella

in accordance with the Ministry's priorities.

GOE procedures are nearly identical for all public sector users except for
layering and the attendant higher level approval and decision processes re­
quired of subordinated entities. The user's central controlling organiza­
tion initiates the procurement action, turning ongoing details over to the
user to resolve. The controlling organization maintains a purchasing com­
mittee composed of the member users and controlling organization officials.
Separate technical and awards committees are also maintained. Once a pur­
chase is planned, these committees come into action, analyzing supplier
proposals, recommending awards and monitoring the purchase. Final decision
to place an order is made by the organization director or the sector's
Minister depending upon the nature of the purchase. There are some vari­
ations in this procedure. In some areas, the ultimate users form their own
buying group wie1 Ministry approval and conduct purchasing similar to a
buying association in the U.S. In other areas, the buyer is the single in­
dustrial user or an authorized distributor and purchase authority may be
delegated directly to the buyer after initial approval of the suballocation.

The majority of one-time purchases are by formal competitive bid procedures,
similar in appearance to AID's procedures. The essential difference is in
award determinations and post bid negotiations entered into by the buyers
to obtain the best advantage for Egypt. Many routine resupply purchases,
especially by public sector industrial concerns, are in accordance with
normal commercial practice for that commodity market. A simple solicita­
tion of offers by telex or public announcement and negotiated pricing,
delivery, etc ••

. -



B. Past Experience

A summary of CIP commitments and disbursement on previous loans is

shown in the ~'11owing table:

EGYPT PROGRAM LOANS AS OF JANUARY 31,1977

(In Millions of U.S. Dollars)

LOAN NO. AMOUNT L/COMs L/es DISBURSED UNLIQUI- UNCOM- TOTAl.
(date Agmt 12/31/76 DATED MITTED
signed)

(UNEXPENDED BALANCEl
263-K-026 80.0 80.0 74.5 51 .1 28.9 28.9
(2/13/75)

263-K-027 70.0 70.0 38.6 30.9 39.1 39.1
(6/30/75 )

263-K-029 100.0 100.0 61 .6 9.2 91 .8 91 .8
(12/18/75 )

263-K-030 150.0 73.0 6.4 73.0 77.0 150.0
(5/22/76)

263-K-036 65.0 65.0 65.0
(9/30/76 )

--
Total 465.0 323.0 181 .1 91 .2 232.8 142.0 374.8



COMMODITY

Tallow
_. Wocid Pu1 p

Graphite Electrodes
Acetate Tow
Kraft Paper/Line
Herbicides
Tinplate
Synthetic Rubber
Plastics
_~sgs ._ .. ---- ---

'. ~Tine Diesel. Engines
'ScTenrrrfc--Equip: --(Sens • )

Heavy Duty Construct. Equip.
Spare Parts (Electronic)
Microwave Equip.
Cement Plant Equip.
Cranes/Dredgers
Broadcasting Equip.
Fa rm Tractors
High Voltage Elect.Cables
Grain Unloaders
Electrification Equip.
Refuse Collection Equip.
Printing Press Equip.
Medical Equip.
Spare Parts (Transportation)
Compressors/MiningiWelding Equip.
Tire Making Equip.
Other

-22-

;...-

VALUE (Millions)

·-·\94.~~)
11 .0

3.0
12.0
9.0

.7
5.9
1 .0
2.0

----"'- ',52._3­
3.7
1.1

15.0
1. 7

.6
5.0
2.5

10.0
10.0
.18~_5)

3.0
2.0
2.5

10.0
6.5
7. 1

10.0
5.0

.17.4)'- ....-_..

$323.0
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Progress under the CIP program has been good and is improving as both AID
and the Egyptians become more familiar with each other's operations and
procedures. Progress has been handicapped by four factors: the autono­
mous nature of the individual buyers, the.. vast difference in AID proce­
duresfrom thQsef>e.!n_g_~ppliedby o:t:h!?..!"~mijQ:r;:.?Qurce~of fore..i9ll ~c:bMge._

.. and the .. Egyptians' own proce<:h.lre·s-;·· the type of commodities being pro­
grammed: and-finally,tTie-iilfierent drawbacks of a massive, layered Egyptian
civil service with fragmented authority and responsibility.

These handicaps are being overcome. To date there have been 35 separate
organizations participating in elP, purchasing either as the ultimate user
or as a buying authority for several satellite members. Each loan has had
the major portion allocated to the same Ministries, but the purchases have
often been by new end users unfamiliar with AID :;?.!"QCedures. For example:
the recent elP Loan 263-K-036; $40 million of the $65 million loan is al­
located to end users that have never participated in AID-financing.

A.11 AID procedure that has worked to inhibit loan utili.zation in the past
is the routine applicat::'on of the formal bid requirement for public sector
buyers - a procedure that requires mutually agreeable detailed purchase
c~ntract terms and a step-by-step bid analysis permitting no deviation
from published bid invitations~ This procedure was being applied to each
C~E purchaser because each purchaser was a government owned entity. As
AID became familiar with the situation in Egypt, it became obvious that
we had large segments of the "public sector" that behaved and operated
exactly as private commercial entities in other parts of the world and
the U.S.

Industrial concerns that had established supply contracts with u.s. fiDms,
and distributor/wholesaler concerns that had agency agreements to promote,
distribute and service a u.s. manufacturer1s product were unable to par­
ticipate. Organizations charged with the responsibility of maintaining a
supply of resale commodities, such as office machines, ink and other non­
luxury items, were unable to negotiate for brands acceptable to the buying
public. It is anticipated that with recent reanalysis of the public sec­
tor's make up, these public-commerical organizations will have greater
opportunity to participate and additional users of this loan will evolve
in raw materials and distributorship type product imports such as spares,
trucks, tractors and mach~ne tools, etc.

Further, other maj or foreign ... exchange sources, . the GOE owned FX, Saudi I
- ..""_.~__,"•.••",_,.,,.--..,.• ,~......,..•-_ .. , ..•, ,_. - -"- "~-~ - -.'.- ,..' --,., , ..•. , ... •. d_'_'_ .. .. . '""",, •. , ,,-,... . •.... '.. . :.. .f

.~~ed~~_~n~_~:.~ ..rlatio.n cont~ibu~io~s.~s~pl~~uI1<:1.~l1e.l:"es~!~~ o~C:l1or";J.. {"t
rnalGOEpfocu~ement. ,ThUS, the ~nd~v~dual MJ.n~str~es and theJ.r suborganJ.F
-iations routinely purchase their requirements using long established prac-
tices, then issue purchase payment documents. This, of course, does not
mesh well with AID procedures that are designed both to notify the u.s.
businessmen well in advance of a purchase and establish formal contract
terms that are acceptable to both AID and the u.s. business community as
a whole. An effort is being implemented to brief organizations receiVing
their first AID allocations and alert them to the preliminary work required
"nno'r :hTT"l ,..on"1,,,+-;I"\""'"
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c. Proposals for New Loan

Emphasis will be on fundix~g of larqe volumt> l'l)Il~;\IIl1;lh Il's and raw material.
}.>\1rchascs t.O effect a more rapid disbursement of the bulk of this loan
tc... provide foreign exchange budgetary support in the near term. Food
staples and raw materials generally require less preliminary procurement ­
lead time, are purchased in large quantities and have short (3-6 months)
delivery i terns. A small portion of the loan is expected to flow into
capital goods such as plant machinery and construction equipment. It is
anticipated that there will be some procurements of equipment that will
require extension of residual portions of the loan. This delay is inherent
in any elP program where a large loan is spread over a large number of
buyers with diverse requirements.

Their remains some differences of op~n10n within the GOE on whether the
overall emphasis in utilizing this elP loan should be directed toward
consumable food products or industrial ~aw materials, spare parts and
other equipment needed to revitalize and stimulate overall industrial pro­
duction. USAID will take all necessary steps to close this gap prior to
loan negotiation so that firm allocations to purchasing Ministries can
then be promptly made. Pending that resolution, we are estimating that
the commodity composition under the proposed CIP loan will beapproxi­
mately the following:

a. allocations for consumer requirements,
including vegetable oil, corn,
and tc.hacco $170 million

b. industrial raw materials and spare parts such as
tallow, kraft paper, wood pulp, iron and steel,
machinery spares~ coking coal, etc. $170 million

c. capital goods of a relatively simple variety, for
which procurement can be readily expedited, including
trucks, electrical cables, construction machinery,
compressors, welding equipment, etc. $ 75 milliO:l'

d. allocations to private sector, primarily for build­
ing materials and industrial spare parts $ 25 million-

$440 million
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This loan, which is almost equal in size to the entire previous CIP pro­
gram, will put emphasis on funding a lar~,Y.21urne food staples and raw
rnaterials. and~ill. make increased\ise of' negotiat"ed- proc'urement-prCiC"e::.--'---­
aure~(~!!ii~~::i~iii;u>.J:";;:.".. Further;o~-e":·'altho\igh -there"wifi-·be"··"~b~ti;;\iln{T

"neea to fund some long lead-time capital goods, we intend to minimize long
duration capital goods purchasing by emphasing, where possible, repeat
purchases of equipment already defined and successfully purchased, thus
cutting procurement leadtime.i. However, the terminal disbursement date
for this loan should be established 24 months from the date Conditions
Precedent are met in order to give sufficient time to procure the capital
goods which will be bought. One of the most difficult drawbacks to pro­
curement of capital equipment has been that equipment needed to improve
production in almost any sector has a long procurement production delivery
leadtime. Much is custom manufactured or produced only on order. Buyers
with a need for equipment that requires 18 months for delivery are pre­
cluded from participating because the initial purchase preparation lead­
time, coupled with suppliers' delivery times, exceed loan terminal dates.
Although terminal dates are later extended, this additional time often is
provided too late to initiated long leadtime purchases or use residuals
when a planned purchase has to be cancelled and reallocated.

Our initial review of food staples that may be imported include frozenl
canned meat, fish and paultry, since continuing scarcities of fresh!
frozen local and imported meats have resulted in a national restrictive
sales program limiting meat sales to three days a week. Since these items
normally are ineligible except with preapproval by AID, we may request
that frozen and canned beef, mutton, poultry and fish be given approval
at the PAAD stage for inclusion in order to gain time at the implementa­
tion stage.

Previous loan restrictions limiting application and commodity eligibility
will be eliminated, thus broadening this loan to allow all AID Commodity
Eligibility List commodities to be routinely eligible.

Under the last commodity loan, Loan 263-K-036, the GOE began an effort to
make AID-financing available to the private sector. $10 million has been
allocated directly to the private sector for commodity imports, and pro­
cedures are being restablished to provide the greatest possible latitude
to the private sector consistent with AID Regulations.

The GOE indicates increasing interest in providing additional funding for
the private sector. Future allocations are being contemplated and we an­
ticipate that $25 million of this loan will be allocated solely for private
sector use. Discussions with the GOE point to a positive and practical
attitude among officials to furthering private sector participation. En­
trepreneurs indicate needs for dealer stocks of spare parts, off-the-shelf
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(.''1l.1ipm(~nt, t00]~;, IrlW matf'rials, and llKhwtxial machil'wry. Tht' Gt'E ;"td-
v,i s('s that alloc.'\t ions :3hou10 include construct ion materil'lls and hiu'dwar('
npCN:sary to as~,ist the expansion of the private sector industrial and
service facilities. The principle GOE guideline for private sector loan
usage will be development of production and essential services with a
marked interest in assuring allocations do not stimulate luxury imports. •

Initial planning on private sector implementation is that AID letters of
commitment will be established through normal commercial banking channels.
Purchase proposals will be reviewed by a central office within the GOE and
when the buyer receives GOE approval the purchase will be conducted along
normal AID Regulation I procedures with prepurchase advertisement, solici­
tation, selection of a supplier and issuance of an AID financed letter
of credit. Subject to the normal controls and requirements of AID eligi-
bility a~d pr~ce ~~,:,_~:-~_a~3e Form ll_:~!Jl~ a minimum_()~S.l~_~g_~ £~:t"
transact10n w1ll be ma1nta1ned.

D. Required Steps to Expedite Utilization

It is estimated that $100,-200 million can be disbursed and have substantial
effect by December 1977.

k~ticipated utilization of this loan and prior CIP loans (on a letter of
credit basis) is projected in the following table:

CY 1977 CY 1978 CY 1979

Prior Loans $150 million $174 million $ 50 million
This Loan $150 .. $225 " $ 65 II

Total $300 million $399 million $115 million

This utilization and its budgetary support ~ffect will not be possible if
the loan itself or its preliminary approval by AID and the GOE are slowed
by lengthy administrative procedures. Thus,

a. the loan paper and PAAD require immediate approval;

b. the GOE must sort out its priorities and should allocate the loan
prior to implementation to enable users to begin processing
purchases;

c. the GOE must speed ratification of the loan by the People's Assembly,
a GOE requirement prior to completing Conditions Precedent, must be
accomplished;



d. the GOE must establish a system to review all applications for
foreign exchange to assure that imports are financed through
the CIP wherever possible;

c. lTSAID must expand the Eligible Commodity List to include all
AID eligible commodities; and

f. AID must expedite purchase requests
relative to new classes of purchases
approvals from other u.s. Government

and waivers, especially
requiring clearances and
Agencies.

v. Impact on U.S. Balance of Payments

The long-term impact on the U.s. balance of payments will be favorable be­
cause this loan will be spent on u.s. goods and services. This loan will
continue to permit U.s. suppliers/exporters to re-establish old trade re­
lationships and create new ones for industrial raw materials and materials
and commodities essential for increased agricultural and industrial pro­
duction, and will continue to enhance the expansion of the u.s. export mar­
ket in Egypt. Furthermore, future follow-up orders for machinery and spare
parts will result in additional U.s. exports on a commercial basis.

l\s an indication of the potential impact, Egyptian imports from the u.s.
in 1976 (net of PL 480) were about $650 million. The provision of this
loan for $440 million will enable u.s. exporters to expand significantly
the range and magnitude of commodities exported to Egypt.

VI. Reco~~endations

It is recommended that a lofu~ to the GOE of $440 million ($440,000,000) be
authorized for financing imports of selected agricultural, industrial,
and consumption commodities and related services on the following terms:

a. Repayment in United States dollars in no more than forty (40)
years after the first disbursement, including a grace period
of not to exceed ten (10) years.

b. Interest in u.s. dollars of two per cent (2%) per annum during
the grace period and three per cent (3%) per annum thereafter.

c. Procurement with loan funds from the United States.

d. The terminal date for disbursement shall be twenty-four months
following the satisfactory meeting of Conditions Precedent.

e. Frozen and canned beef, mutton, poultry and fish, in addition to
the it&~s appearing on the AID Commodity Eligibility Listing,
Schedule B, shall be eligible for financing.



SUPPORTING ASSISTANCE

FY 1975 FY 1976
Interim
Quarter

FY 1977
ProFOsal

'1\'_':.~_\Il leal Ass is ~~..!25.:!' Proj ects
Technoloqy Trar:.sfer & Hanpower Development
Technical and Feasibility Studies
Watet- Use and Management
Improvement of Rural Health Services
Development of Rural Villages
Integrated Social Work Training Center

Family Planning
Suez Canal Clearance
Port Said Minefield Sweep
Scientific Research Mgmt.

Aq. Development Systems
Poultry Development
Rice Research
Helicopter Transfer

TOTAL

1.0 2.0 2.5
1.0 8.0 7.0 12.0

1.5 1.0
1.8 2.1

1.0
1.0

3.0
14.5

2.7
3.9
2.5
0.6
0.4

1.2--
17.7 16.0 7.0 30.0

Capital Assistance Projects
Ismailia Power Plant (G)

Suez Cement Plant (G)
Heavy Road Construction Equipment (G)
Electric Power Distribution Equipment (G)
Grain Storage and Distribution
Crain & Vegetable Oil Storage & Distr.
Accelerated Tile Drainage
Carqo Handling Equipment (Port of Alex.)
Gas Turbine Power
Bank of Alexandria {Industrial Credit)
MahalIa Textile
Water and Sewage Systems
Irrigation Canal Maintenance Equipment
Synthetic Fiber Production (Rayon)
Synthetic Material Production (DMT)
National Energy Control Center

99.0
90.0

10.0
30.0
44.3

31.0
31.0
50.0
32.0
95.0

4.0

24.0

40.0

55.0

40.0
40.0
15.0
40.0

TOTAL 84.3 429.0 28.0 230.0

Commodity Import Program 150.0 250.0 65.0 440.0

TOTAL SUPPORTING ASSISTANCE PROGRAM 252.0 695.0 100.0 700.0

PL 480 PROGRMI

A. Title I 112.0 173.1 28.6 197.2



TABLE II. GROSS NATIONAL PRODUCT AT CURRENT PRICES
BY KIND OF ECONOMIC ACTIVITY

(In mi~lions of Egyptian pounds)
(Current Prices)

Commodity Sectors:

Agriculture
Industry, Petroleum and Mining
Electricity
Construction

Distribution Sectors:

Transportation, Communication
and Storage

Trade and Finance

Service Sectors:
Housinq
Public Utilities
Othp} ~~ervices

GDP at factor cost:

Net indirect taxes:

GOP at market prices:

Net factor income:

GNP at market prices:

Y Provisional estimates.

1973

1914.8

1062.4
689.5

44.8
118.1

507.9

158.6
349.3

992.3
124.0

16.1
852.2

3415.0

341.8

3756.8

-27.9

3728.9

1974

2305.7

1280.0
842.8
48.0

134.9

633.9

167.4
466.5

1050.8
127.1

17.4
906.3

3990.4

78.4

4068.8

-35.0

4033.8

197sY

2704.1

1406.9
994.8
71.9

230.5

762.7

224.2
538.5

1143.1

130.0
17.8

995.3

4609.9

43.5

4653.4

+16.2

4669.6



TABLE III. EGYPTIAN INCOM.E DI;~rrR fBUTION
Sillh~E IN INCOMES RECEIVED BY DIFFERENT

INCOt.1E STRATAS

Share of Income Received
Rural Urban

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

5.0%
6.5
6.5
7.0
8.0
8.5
8.5

10.5
12.5
26.0%

Best Available Copy

4.0%
5.0
6.0
6.5
7.0
8.0
9.5

10.5
16.0
2'7 5~I. j'C

TABLE IV. PATTERNS OF CONSUMPTION Ii'OR EGYPTIAN HOUSEHOLDS

Twenty-Fifth Percentile Seventy-Fifth Percentile
Rural Urban Rural Urban

ra.ins and Starches 22.3% 13.4% 17.1% 7.5%ther Food 41.4 41.4 41.1 38.2lathing 10.2 12.9 10.7 14.0ousing & Consumer Durables 14.5 17.9 12.2 17.4ealth, Education & Culture 1.7 3.2 2.2 10.2ther 9.9 11.2 16.7 12.7

Total 100.0% 100.0% 100.0% 100.0%
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TABLE V.

ESTIMATES OF STAPLE FOOD CONSUMPTION PER CAPITA

(Kilograms)

Items 63/64 64/65 65/66 66/67 67/68 68/69 69/70 70/71 71/72 1973 1974 1975

Wheat ~17.7 115.5 106.1 109.4 107.2 110.3 111.3 118.2 120.3 114.1 115.3 119. ~

C.
Flour 0 15.4 11.3 17. j

Nili Maize () 74.8 71.5 69.7 76.4 68.3 70.1 63.7 67.5 64.0 69.3 77.4 80. ~

(1)
t1aize ::c 24.0 18.8 25.4 26.5 26.2 25.1 12.3 23.2 22.2 21.6 20.4 20. ~

Barh:y ca 1.7 2.0 1.3 1.5 2.3 2.6 1.8 1.4 2.0 1.5 1.3 1.~---
Pice ca 3'1.1 35.2 25.6 20.8 22.1 25.0 18.4 31.4 30.6 33.5 35.3 36.2

>Beans « 7.5 8.4 7.4 9.6 3.5 4.8 6.4 4.6 7.3 6.9 7.9 9.2

Lerltils ... 1.5 1.6 1.9 1.4 1.1 1.1 1.1 1.7 1.5 2.2 1.8 2.2tn
Sesame (1) .1 .1 .1 .06 .06 .03 .1 .1 .1 ~1 .2 .2m
Meat & Chicker. 10.3 6.3 6.5 7.6 7.5 7.2 10.9 10.9 11. 0 12.6 13.8 13.3

Fish 5.0 5.5 5.5 5.5 4.5 2.9 3.4 3.3 3.2 3.5 3.7 4.1

l~ggs 1.3 1.2 1.2 1.2 1.2 1.3 1.4 1.4 1.5 1.6 1.7 1.7

';~getabl.es 104.9 140.6 147.5 135.5 133.5 153.5 148.9 140.3 137.0 153.4 158.8 158.1

::-ruits 31. 2 25.2 -c h 24.0 27.7 24.9 26.6 21.1 34.9 37.0 39.3 39.9L~.J ...,..'

[12a 9.0 1.1 1.0 1.1 .7 .7 .7 .7 • 7 .7 • 7 1.0



TABLE VI.

Balance , f Paymt"nts
(~~ Mil lion)

Financing Requireme.."1t

Trade Balance

Exports, fob
Imports, cif 1/

Net Services and Transfers
Service Receipts!!
Service Payments
Net Private Transfers

Current Account

Debt Servicing
Long Term Amortization
Suppliers Credit
Credit Lines (net change)

Financing Need

3/
1973 1975 1976 197T

-668 -2,768 -2,460 -2,700

1,010 1,523 1,840 2,300
-1,678 -4,341 -4,300 -5,000

13 370 844 930
424 1,080 1,664 1,975

-417 -800 -896 -1,120
6 90 76 75

-655 -2,398 -1,616 -1,770

-187 -911 -797 ~1,550

-131 -287 -186
-279 -280 -311
+223 -344 -300

-842 -3,309 -2,413 -3,320

1/ Does not include own exchange imports or their financing­
largely through workers' earnings abroad.

2/ Both Arab and non-Arab loans are included under
non-Arab assistance in 1973.

Y Based largely on recent IBRD estimates.



TABLE VI. (Cont.)

Balance of Payments
($ Million)

Financing Available

Arab Financing
Direct Grants
Bank Deposits
Loans to Government and Central Bank
GODE Loans and Guarantees
Other/Unaccounted For

1973 1975 1976 1977
3

/

785 2,850 1,250 2,060-730 986 580)
55 1,366 200) 1,810
2/ 498 100)

250 250
120

Non Arab Financing
AID
PL-480
IMP
lBRD
Other

Commercial Credit

Suppliers Credit
Other
Increase in Arrears

Other

Total Financing Available

Errors and Omissions

161

161

-311

852

-10

306

16
55

-30
30

235

363

363

-233

3,286

+23

531

115
182
144

40
50

703

339
64

300

-88

2,411

+3

860

350
200
150

85
75

400

o

3,320

o

1/ Does not include own exchange imports or their financing ­
largely through workers' earnings abroad.

2/ Both Arab and non-Arab loans are included under
non-Arab assistance in 1973.

3/ Based largely on recent lBRD estimates.



TABLE VII.

(','lMMllDITY C'ClMl'OSIT!l)N ,)1" IMNlI'TS·

1975

11

Fuels
Crude petroleum
Petroleum products
Coke and coal

Primary commodities

Wheat
Tobacco
~.aize

Wool
Sesame
Other

Intermediate commodities

Animal fats ~,d vegetable oils
Chemicals, n.i.c.
llnwrought, waste and scrap metals
Ir-on and steel
Dyestuffs and coloring
Wood
Paper dnd paper products
Fertilizers
Flpctr1cal products
Rubber and rubber products
Oils .,nd ",ax
lltlH'l-

\:"1'\ tal COl1UlK',Hties

Automobllt's
Other transportation
Textile machinery
Electr1cal products
Earth moving equipment
Other

Consumer commodities

Durables
Automobilies and motorcycles
Radio and television
nth,'r

Nondurables
Wheat flour
Suqar
Tea
Coffee and cocoa
Meat, fish and poultry
Beans ~ld lentils
Medicines
Dlsinft'ct~ts and insecticides
PlIpf!r and paper products
Other

Total

$266
183

8
75

$738

543
52
69
16

6
51

$lS7e
345
253

39
260

47
117
140

95
53
35
23

163

$664

247
33
49
66
38

230

S680

126
(77)

(15)
(34)

554
(119)

(lOS)
(32)
(10)
(59)
(37)

(17)
(85)
(34)
(57)

$3,925

*'i'hese data nre based on customs records, and hence differ from the bala.nce
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6C (1) - COUr'JiRY CHECKLIST

~ovemDer lUI 1~/O

belo\'i are, first, statutol'y criteda applicable Qenerally to fAA funds, and then criteria
!ble to individual fund sources: Development Assistance and SeLurity Supporting Assistance

~ERI\L CRITERIA FOR COUNTRY

Fi'\;\ S('c. 116. Can it be demonstrated
t1hlt cor.ter~~ted assistance will directly
benefit the needy? If not, has the
['Cp.l !'tillcn t of Stat(' detenni ned that thi S

<JiWf't'nment 11,15 rngaqed in consistent
p,lttcl'n of 9r'OS5 violations of inter­
nationally recognized human rights?

f'l\I'\ Sec. 4Hl. Has it been determined that
'tht2 qovernnent of rec i pi ent country has
failed to take adequate steps to prevent
narcotics druQS and other' controlled
Sllostances (as defined by the Compre­
hpnsive Dn;q Abuse Dl'evention and Control
Art of 1970) produced or processed. in
\~hllle 01' in part. in such country, or
t 1',lnspm'ted Ull-ouqh such country. from
D(~inq sold i11e~lal1v within the juris­
diction of slich country to U.S. Government
pel'SOnne! Cl' their- dependents. or from
entel'infj the U,S. unlawfully?

'-.\.\ Sf'\'. C',I,'IL L'",es n,,'in 1ent country
't'l1I'11Tsi1 :,s<rs(ance to Cuba ('\1' fail to
:'J"'t' ,WPI'O\,I"iate stc~'s to ~wevent ships
,H' ;t;nTaft unner its flaG from carrying
Cdl'woes to or' fr'om Cuba?

fi\:\ :'(',', 1;\iP,L If ilssist,lnCf> is tn a
_.~. _ _ _ _._ 0, ..',._ J_

'1\'\ C1Ti'k'!1t, hilS tnt' Secl'ptt'll'y of StJte
d"tel"',lne,l th"t it is not contl'ol1ed by
the intenl<ltional CO!i1l1iunist movel11ent?

r " \" - '),,:' rf '+ .' t
t·\'<.:~>',:_l':':.':,L.c..L' asslSc~nce 15 0
q,l\t,,'I1l;;ent, is the llOVenl'nent liable as
r,'t"CH' Ot' l.r·cond~ti()n,11 '~UJl-t1nt:lr on dny
l~t'l'l t(1 d t'.<:', citi.-cn ft,~, qoads or
~~t'1~Vl\.·('\~ {tll'nisht~d ,")l~ (1~~(ic~t·ed whe~"'e (a)
". t; \.' t~, Lit~...."l' n hits r '\ h.1 U ~ t e ~~ ava i 1ab1e
1t",;,11 )'('::'(','1('5 ,lnG (b) GrJt is no: denied
or contestrJ by such governfficnt?

TA~ Se(,-!~.~~) _~. If assistance is ~o
a oovernrert, has it (includinq covernment
aoencies or subdivisior.s) taker. any action
which has ,he effect of nationalizing,
exprODriatinc" or otherwise seizing
ownership or control of prODerty of U.S.
citizens or entities beneficially owned
by them wi hout takinG steos to discharge
i~s obli~a ions toward such citizens or
entities?

No t a 11 c onter. 3.ten assistance ,""ill
directly benefit ,ne needy. The L'epartment
of State has made no determination that
the COF has encraaed in a Gross violation
of human riqhts.

No.

Best Available Copy

!~o instance of any such present, course
of conduct is kno....Tt1.

None of the known claims of any CS citizen
asserted aqainst the COE meets the criteria
of this section. In ar..y event, Egypt part­
icipated \.;i th the esc in a joint coro.n:ission
to discuss debts of Ea}~t to ~s citizens
and has aqreed with the USC: on an amount
which the GOE will pay to settle these
debts.

The Secretarv of State has detel~.ined

that Eoypt's agreement to establish a
Joint COI7'.rr.ission to discuss compensation
of American nationals constitutes takinq

arpropriate steps for the rurpose of this
section.
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1"'t''--''P1l';\t ~·\--'·untl~.\ d \('l','r't.l) \1 '_"lHlntr)'?

\,,'111 \,\~'l~t~\lh:e l'P;H'\,vidl' to the
Dep);Kr',1tic Kt'publi.:: ~)f Victn,1I11 (North
Vietnam). South Vietnam. Cambodia or Laos?

The r'resi\lC'nt

such conduct.

8. FI\;\ Sl'C. 620~ 1). Is r-ec;l1ient countrv in
dny--Wi1y----:rr1"vo ved in (3) s~Lversjon of~ or
j:l; litary a<;<11"ession against, the United
St~tes or any count~y receiving U.S.
as~istJnce, 0r (b) the planning of such
subversion or aggression?

tiH' rec ient
has not dQtcrm inee: tha

COUJ1try is invc' 1ved

9. t!~~~~c. 6,~I,\jJ. Has thr> countl"Y per­
rli:t('c:, or f,l1 i ed to take 2:equate
mCdSUI',)S to pre~·er.t, the damage or
Q(",t"I,dion, by mob action, of U.S.
prupel'ty?

"\ 0 r- ,., (\ c:. ..... -. ,- -'.""'I'~; "'! '\ \ f ~ h' .. h• !::f\''---.::.'.,~.~~~,i-L' ~ \,., e coun"ry "as
failed tOlrls~itute the investmetlt
C;LiH',1nt.'r' pnWt'arl1 for the r.,;,ecific ri~,ks

of p X~1r0pn ,1 t Wli. i l1eon '.led d) 11 ; ty or
(onflscation, hilS the ,'\ID f~di':irl1stt'ator

1v'1 Un n Ow 1',1 S 1. Y(~J r cons i derpd deny i ng
as-·lsL1rlCe to such ljovernl'1ent for this
t"'C\l $t'[1?

11. 1\/\ Sf',. ('-(l,ll". Fis;1()\'i'lCn'S P!'otective
ik-.-·~ ,c-.-;·.--~·ro-cOllntl~v-11dSSClzpd, or
1I11\)<,('\G!i",-\- ,"nltv or '.anction .-'sainst.
~I1Y l ,~;, 1 ':,ilinq actlVltics in inter­
naI1"",>1 watt'I':'.

d. h~~(. an.\;, dl\d!~~:t1on }~~>Jui~"cd by Fisher-
mcn's I'rotect !ve Act bpcn l·-.:ide?

~. hJS c0;;:pl(':c deli12; (If c1ssistance
been considet'ed by i\1D Aa;'!inictrator?

12. ~"'; 5,'c. 620\Ci); 1'';10, Sec. ':'04. (a) Is
t}1eQovet~r.mer;~t~en:c i p 1 ent country
in (cfault ,-'n interest or ~ll'ir,,:ipal of
a P)- 'I: (, 1can tothe co un t f- y? {b) Is
rC1lirt!~J Hi dl'fault fxccrdi nc; cne year' on
in~. ("r~t'':- t Gt·'.;"~ inc i~' ,'11 c·n II ~ ':.'. 103 n under
r;'\ :,r"d for \ "1ch ,i~>p. ':·(t a: iJrC;~r-;dtes

fdr~ds. unlt's,:- dt'bt \< ...1':', \',~~'l~cr (1'~:l)utedt

or ,1r'il',,'PI';,i~,' stef'S tak('11 to \~Ul't' default?

13. t ~. ~ . (, \ ). J t ~"': L:' c~' n :a t; t' 0 t

C'n";:") '. :)~'-;;":'-t"~ 'I r 'cr'n" '(; 'a"" ""'P"fld,'Ldc<,._ ",u\'~f,t :'t" '1!i.'J LAc .-

tures? HOI'; p'.ich of fOff' ;0'1 e.~chnnge

reSources ~P('I!t on r'i1iU,'\ \'Juirmef1t?
H(l\~ n:lKh S;!t)I't fell" the i1Ld',:f;dse of
soohistlcated weapons systens? (Considera­
tion o~ thp5~ points is to be coordinated
... 1u\ trw f:h.1'l'<1L/ for PrO~lt'ar 2nd Pol icy
CnonilfiCltio!1, Relliora~ Cooniinator's and
~il1itar'Y Assistance Staff (PPC/RC).)

'l'he President I in accordance with th
requirement of section .620 (j), has
considered terminatinG assistance to'
Eqypt and has deterMined that no suf
reason exists not to furnish the ass

Eaynt has reactiviated its Investmen'
Cuaranty Aqreement with the t". S.

No instance .of an,,;' such selzure o.r
imposition of such penalty or
sanction is no,,: known.

tiot applicable.

tJot applicable.

t:o such default exists. Reconciliatic
takinq palce between the Decks of AI~

the Government of Ecypt in reqard to
very minor :i.mounts.

of the listed considerations as tOd

military expenditures by the and
deternined that these do not inhibit
aid to Eqypt but rather that the pro'
proqram contributes to the tL""lderlyin(
of the FAA \·lhich seeks to reduce arrn~

and to stimulate economlC developmen1

Best Available Copy



ERRATA

Egypt, FY 1977 COllU:10d i ty Import Pror;ram Loan Pa per

The follmving paragraph is added on page 77 of the 10,::n paper
as paragraph VI and tIle existing paI'agraph VI (Recommendations)
is renumbered as paragraph VII.

VI. Use of ClF Generated Local Currency

Egyptian pounds generated by this loan will be utilized
for general GOE expenditures, As a matter of policy, AID does
not plan to involve itself in the Egyptian Governments budgetary
process by participating in the prograrmning of the local currency
proceeds. AID looks to the IHF and IBRD with respect to recommend­
ing corrective monetary and fiscal measures. Egypt is an excess
currency country and sufficient funds are available for local USG
requirements. To date. the availability of local currency to support
AID projects and programs has been met by tte Government of Egypt.
In recognition of budgetary constraints. AID is workLng closely with
the GOE to assure t~at local currency requirements for projects will
be provided on a timely basis.



ERRATA

Egypt, IT 1977 Commodity Import Program Loan Paper

J. Page 2. Delete the Hords !land USC!l from the second sentence
of the first full paragraph.

2. Page 25. Delete the second paragraph.

3. Page 27. Under paragraph VI, Recommendations, delete sub­
paragraph e.
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14. FAA Se(. 620~. Has tr,e country severed
d i p10nlit-i. ;c re ,,' t 1ons \~ 1V) the Un itet1
Sta tt's? if 5.'. h,WE' tht,y been resuMed
and hilVl' nt''\\' bila:pr'dl dssistMlce aqrt>e­
lnt'rlts bt't'rl lH'gotiated and entered into
Slnce such resumption?

F,:\'pt ~~\.'\"l'rcd Jirlomiltll" It'l.l! i,m:; \,yith
tb,' t·.~:. in 1"(''7. Pi.l'1~)m,\t1,· ll'l.itinT\~;

1\.1\"1' nl'\-: l'I\~'l1 It':;umt'd. Nt'h' 1'1 Llt PI ,11

,1:;:;1 :~t.l1l,·t' ,111l"et'mt'llt:; hd\,(' h ..'t"ll entered
into ~:;JJH't' :;uch resumption.

15. f.!\_A.-S~~: 620M· What 1S the payment
StiltUS ofthe country's U.N. obligations1
If tile' Cl'untry is in arr"ears, were such
arredl'agl'S taken into account by the AID
Administrator in determining the current
AID Operational Year Budget?

EQYi-'t hl1s paid all of its cutstanding
U.N. obliqations.

16. H\I\ Sec. 5201\. H(\ s the country granted
SJnCflj<1t''y-fi~Qm prosecution to any indivi­
dua 1 0'- fJ Y'oup wh i ch f-ta 5 conmitted an act
of international terrorism?

No.

17. fili'SPC ,l)6. Does the country object.
o'r~)asT~-of race. fel1gion. national
ong i n or sex. to the presence of any
officer or employee of the U.S. there
ttl cdrry out economic development program
under Ffl/\?

No.

18. Fi\/\ 1. 1,. H;I). Hao:; tlw country del ivered
01' rccpiVt'd nUClear' reprocessing or
t'f)l';clll'i('nt eqllipn1('nt. f1'odtrrials or
Vchnoloqy. wi thnut spec; fied arrange­
l\1t'rlt', on $,lfeQuards. etc.?

No.

19. r/\;'\ ~",c. ').'11. IlJS the country denied its No.
lo It.l.:t'IlS !la' r'ight or opportunity to
{'III i <J r d t f' ?

,l , r~"\Ji S '(. __ li).;l(:J.2_~~' Ha ve cri ter i a
been e"lal'l1shed. and taken into account.
t, J:;"('5', C(li:nitlncnt dnd progress of
(lluntry lr~ l'ffectively involving the
pOijr in development. on such indexes as:
(1) smal1-~arm labor intensive agri­
cu!ttWP,:Z) reduced infant mortality.
(3) ;:',)PUlcltion g!"owth. (4) equality of
i·, .... o;;1(' di'.tribution. and (5) unemployment.

Not applicable.

Best Available Copy

b. c:v~.'~'~., 201 (b}(S) ,_J2) & un~ S{'c.
2~1;;; 2JJi';(TI:]ZI. Describe extent to
which country is:

(1) Makino appropriate efforts to increase
food ('roduction and ;r,1prove means for
food ~tora~e and distribution,

(2) (rpati'lg a favo:-able climate for
for£>ign and don:ec.tic private enter-
t"u"';rn. ::lInri • ...... '-1_ ... .. ~,,_ .........



;c·(~GJu~~~;;eorH1Eo, 1976

Ib

.. J AU) HAf408001C 3. App. 6C
e/'--

(3) 1''':I't',\ <; ; nq t hE' put'! 1 j CiS 1'01 e in the
dl'Vl~h)l,nl~nU\l Pl'll\l'~'''.

(4) (,,) 1\1lol.1tinq ,\\'ail'lbll' budgf!tary
1'('~(Jur<es to d('v('lopll1fnt.

(II) Dlvfll'ting such l'('sources for
unnecessary rni 1itdl'Y rxpenditure and
intervention in affairs of other free
Jnd independent nations,

(5) ~tlkin9 economic, sncid 1, and political
,'donn') such dS tax collection improy@­
~0nt5 dnJ changes in land tenure
dnangements, and making progress
tl1\v,H'd respect for the rule of law,
fI'l~('dom ('f express i on and of the press.
",d recoonizinq the il11Porti~nce of
individual freedom, initiative, and
private enterprise.

(6) Utherwisl~ respolldH19 to the vital
economic, political. ,Hld social can­
ct:'l'ns of its pcop1e, and demonstrating
a cledr determination to take effective
~clf-help measures.

c. !J~_~!l_c-: _j~OJJtJJ.l_~]Jj_U. Is the
country dlllun\.) the1.0 countnes in which
development assistance loans may be made
in this fisCJl ycar, l1r al~ng the 40 in
which dev('10l'f1ent ll,>sistancf' qrants
(othl'l' than for self-help projects) may
be m.H1t~?

II. t i\t'\ Sec. 11~). i·1i 11 ('ou fl try be
fUI"1l1·(.h('T:-rn-S~)-r.l(' f i sca 1 year t either
secul'ilv q;PPOI'linq d ... Si~t(Hlce, or
Midclll' l.1St pl'ilU' funds? If so, is
dSs;cl.1ncc frl' populiltion ~1l'OC;ramSt

hum,11l1tdl"i<lJl aid thl'0U~lh international
orl)i1'l1::ation>. or reGional programs?

"'. Fi'.,·\ Sec ,:;0.:'8. fL}s tilt> country
eng(l~-;j--,-;)J- C0t1;;1stent pattern of gross
violatlons of internationa:ly recognized
human t';qhts -.. Is program in accordance
with policy 0f this Section?

b. ~Ai\. Sl'C. S31. Is the Assistance to- - _._.~ ._-- ----
be fUI-nlshpd to a friendly country,
organi.:ation. (H" body eligible to
receive assistance?

..

..

Best Available Copy

(1) No.

(2) Yes.

Yes.

c. f fl/\ Set.:. 60'1, If COl1ll'nd it i flS a I'e to
be ()I;(1'jiff'·r~-0 -fl;-at sale proceeds ~'Jill accrue
to tilt' recipient country, h,we Special
Account (counterpart) arrangements been
made?

Not applicable.
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6C(;::) - t'R9JECT CHECKLIST

r.~FECTIVr. OATf.

November 10. 1976
P",c;e: NO.

6C(2)-1

ted h('low are, fit-st, statutory crit~r;<'l applicable Qenerallv to projects with FAA funds, and
~n project criterid app11cable to individual fund sources: Development Assistance (with a sub­
.e90ry for criteria applicable only to loans); and Security Supporting Assistance funds.

)SS REFERENCeS: IS COU~TRY CHECKLIST UP TO DATE? IDENTIFY. HAS STANDARD ITEM CHECKlIST BEEN
REVIEWED FOR THIS PROJECT?

GENERAL CRITE~IA FOR PROJECT.

2.

1. !\pp. Unnumbered; FAA Sec:. 653(b)

(a) Describe how Committees on Appropria­
tions of Senate and House have been or
will be notified concerning the project;
(b) is assistance within (Operational
Yedr Budqet) country or international
oraanizaiion al1oca~ion reported to
Conqress (or not more than $1 million
over that figure plus 10~)?

FA.I\ :'cc. 611 '3)( I . Prior to obligation
-rnexcess 0 10 ,000, will there be (a)
engineerirg, financial, and other plans
necessary to carry out the assistance and
(h) a rea~onably firm estimate of the
cost to the U.S. of the assistance?

(a) An "Advice of Program Change" has been
furnished Congress for this Loan. No obliga...
tion of funds will occur priot to passage of
Conqressional waiting period.
(b) Amount to be obliqated is within FY 77
ftmding levels for Egypt.

The necessary plans and cost estimates are
completed and .included within the loan paper ..

3. ~!'v'\ ;;..t~-.:_~I}W-Cil· If further le9 is - No furtlwr leqi~,lative action is required
irttive actlon 1S required within recipient , 1 t tl th
country, what is ha',ls for reasonahle t,o lInJ" emen le prog-rarn an action
expec ta t i on that such act ion wi 11 be ratify inq the siqned project agreement.
completed in time to permit orderly
accomplishment of purpose of the assis-
tance?

4. FM Sec. Fl1~b); Apr, Sec. 101. If for
water or water-related land resource
construction, has project ~et the stan­
c1al-ds and criteria as l)er ~'err:orandum of
the Pl-esident dated Sept. 5, l~73

(replaces ~~el'lorandum of May 15, 1962;
see Fed. Reqister. Vol 38, No. 174, Part
III, Sept. 10. 1973)?

Not aprlicable. Project is not for water
or water-related land resource construction.

Best Available Copy

5. FAA Sec. 61Ue). If n,oject is capital
asslstance e.g., construction}, and all
U.S. assistance for it will exceed
$1 million, has Mission Director certified
the country'S capability effectively to
maintain and utilize the project?

Not applicable ..
project.

'Not a capital assistance
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!,'\I\ 'w, . ."ll'i. hili. j" ITPled "lJ<;~I'ptihje

ll{ ~"'«('( U(LHl -,I'.: ~MI"t of n'l;lon,J1 01' 111Ulti­

latel'c!! proJect? If <,0 why is rnlject not
so eXt'cuted? Informat,on dnd conc1usion
whether aSslstance will encourage
regional development progr~~s. If
assistance is fOI' nev,1y independent
country. is it furnished tnrouQh multi­
laterdl organizations or plans'to the
maximum extent appropriate?

- .
•

FA~_ S_f'..' .. 6QJ (,ll..! (and Sec_:.-_..'Oi (f) for
d~.'vel()l'nle()t ToanS;. Information and
con-CTU5' i on-sw11e-ther pr'oject wi 11 encourage
efforts of the countrv to: (a) increase
the flo\~ of inter'national trade; (b)fos­
tcr private initiative and competition;
(c) encourage development and use of
cooperatives. credit unions, and savings
and loan asso_ iations; (d) discourage
monopolistic ;ll"dctices; (e) improve
technical efficiency of industry, agri­
cultun' and COITlllerCe; and (f) strengthen
free labor unions.

FM SCL. 6~Jl(t"i. Information and con-
clUS1ilfj- ~'Jn ht1\·;-'proi ec t will enco ura ge
U.S. private trilde and investment abroad
and encouraGe private U.S. participation
in fOI'I'1(ln \lssistance programs (including
U';l' ot ['rivatt: tr,~df' c!lanne1s and the
st'l'vius of U.S. private enterprise).

1M' \t" .. !,l.,:.\.t'); \l~C:_ r'36(nl. [lp<;cribe
~tI'P" t,lJ...t'll tll ,1 <,'.In't' that. to the
in,l'(ii1llill: (·",tent PClSSlhlt'. tnt' CCli.Jntry is
C(1Il t"1 hJ t 1f\(~ i uC.11 C l.n'eI1C; es t ,) meet
ttlt' co'- t of C,Hlt rdC tUd 1 31lL1 other
',prVl(('S. (lnd fOl""eign cun",'nc;es owned
tly the U.S. Me utlliH'd to meet the cost
of co'ntractual and other services.

FAA Sec. 612(~). Does the U.S. own excess
f"ol'elgrl currer:cy ilno. if so. what arrange­
ments have been made for its release?

i:JG C?IT[RIA fO~ PROJECT

,1. F,"\;\ ')fC. !l!C'\l); S,'c. ;11; Sec. 231a.
[x tpr.-CTo-Wl1i', h--.-\c t1 vTt"Y'::'l-yr-\'.iTe""ffec­
t i VI' 1\ 1·~ v:' 1;(' ttlt' p"C'" 1 r, ,'eve 1ornent.
by e\tt'ndinq .'((,"<;S t,) eco'l\.':1;.V at local
level. ;·lcrl',1c.inCl labor-in:crtsive pro­
duction. si'n' .. dinq invpstrent out frOfT1
citit''- ttl srl Q i i to\·,ns and l'ut'a1 areas;
~nd \[1' nell' Gpvt'1,1P coo;.wratives.
("'fit','],111y by tt'Chfllcal assistance. to
aSslst ,"ural and ul'ban poor" to help

a) The program loan will be used,
to finance the import of cornmo-
d i ties with the long-term ob- ~
jectivc of increasing Egypt's ~
ability to engage in international
trade. b) Under A.I.D. Reg. 1 pro­
cedures, private initiative and com­
petition will be fostered. c) No
direct impact. d) No direct impact.
e) The purpose of the loan is to
encourage industrial and agricultural
production v.'hich involves improvement
of technical efficiency of industry,
agriculture and commerce. f) No
direct· impact.

Req. I ensures that there will be
maximum private participation in
transactions fi nanced uncil"'r the loan.

Inapplicable.

Inapplicable.

....... -

Ina.rplicable.

Best Available Copy
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b.. F~~A ~., t~( .. : ('; 3.. 1 .~". -: ;'.":. 105.. 1.J6 ,
1l )/ . ---T5"d7s i Sr,1n-:'"-r~: I"~'" ,'",j,:"e'-avJTIiibl e:
[fr,'elude only c1ppl idt';e :·,1I'.lQr·o~'h --
t' .(1., J, b. etc. -- "111..:h CO'"'"t':,.'onds t\~

<;"~l:( t' ,)f ~ ,;nl" ;; ~ ~)d . 1( :;',ore tha n ont?
fund ""lll·\."!' 1:; 1,';,'J t,lt' ~l!"('lject. include
rt'l('v,H\t ~'.11",HJr(lW: f(11" ,'Jell fund source.]

\ 1) [1 p~ J T'J f' tl~;t·, C U 1t:J r" f.. ru j"'a 1 dL" \: e10 D­
~h'n~. en" nutrition. if so, extent to
~hich )(tivitJ i~ sppcifically
d""~('r;ed to incn?<1<;e :lrOGuctiv1ty
and 'nco,,'" cf /"'Jt""i p::or; [103Ar
:f f •. ," aqr-icultul""l reseilr"ch. is
fl.11 .:C',()unt u~en of needs of small
f d )"P'i''1''~, ~

U) [It)'i] fOr" 'll':',,:'H.," p:an'ling Or
h 4 'J1t'11; if (~O, f?xtrnt to \'Jhlch
dctiv;ty ~\teni5 low-cost. integrated
delivu"", sys7,','; f;) !H'ovide health
and fam~1v ;)l~:~nnin~ St~rV1CeSt

especla;ly to rural areas and poor;

(3) [~ ~ f~Jr ~"dUL,~ticH"~ Jublic admin-
h t 1',1 • ~ n. ew fiW': n ,'es (llH'C es
i,'>,,-':, p;l'l'n:; If "P, c)o,:ent to which
J~ i i \' i r \' t; tl~prhJ :-,h~,',r~~~ nl..)nforT'~ 1
t~;'!;Ct.1t i~1!1. i,~lk,t~~ f~)ri"I\Jl €'\.~u(atior:

n;()l'(~ ~ ,·It\vi!nt. t~'Pt ..",~i"lly for rural
f,p:~;i f'~, .ll1d tll"t',in :'lH)t--. ()'~

\. t t~~'n"l t~h'~i'~ i;l1n~1\:t.'Il~:'r;t i..·d~\,lt)i 11 t.'f
III 1I), 1 It ,It i ,'ii", l'n,d' 11 !l\1 t he POOl" to
rl,lr til if" t (' 1n dl"\'t'1 i.)~lr"('n ~ ~

(.1) L111, : tnt' t I'C i 1l 1 1 e,! 1 ,1<;5, S Lln"-t'.
crh'~'{, • t~l ·;··~lt~, h, t·~~(l-,n',trUt~tlC'tn•

• ~1:,1 '. 1;~ ~(-\\ dt'\'t';\i~';"f'nt~lrobleirs;

1 f "'l'\ ~ ~ l ,l,. 1C q t 1.1~~ tl \.' 1 t.v 1 ~ :

\.' (\,'1'1;,,,; \'l',' ::t.·,n!i a:"J jel,'clop-
" ,'('(1\", '~,':r, J.5. ~1rivatc

,1'~n ~"\lun1~~f~Y, Cf r't"'gicn~l and inter­
nd t ; 0r"i i G eve iJ ~'!'H::",t, "rsan i za t i ons ~

t't . ·~\1~' ~·1 ~ r' tu, -.1 r'.'; ~;'.' J; jj ~ i on of,
t',"'1 ;: ,ILu:lo~1")e' t pnxesses and
'tf'"fl'": ~ il..Jes ~

3: 11 November 10. 1976

t1.; r~t~~_·uns.:t~u\.~,:QP ~lfter natural Of'

r.tC1n;'\lOe ·jii:)a<;tt")t·~

{c\ f I" ':',:', i,,:; (Je't?lcJ;-,:·er,t prcbler.1.
clnd tl enat'le proper utilization of
e.jrliet~ l, .S. ir:frastrdcture, etC .. t

assistlnce~

Best Available Copy

(f) fOi pnJqr"ij:"S of l;r-~dn deve lopment t

esorc1al1y small la~or-intensive

er:tC'rri·lse~. r'.il">'f't,ng sJsterr,s, and
financ~al or Gthcr institutions to
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(5) [107] by grants for coordinated
privdte effort to develop and
disseminate interrnedlate technologies
appropriate for developing countries.

c, f/\A ~c~_., __1,10~J; S~_c_:.._208.lt?l. Is the
t'(,cif11ent country wl1lin9 to cl,ntribute
fl;nds to the pro.1f'ct. and in what manner
h,lS 0" wi1] it provide dSSUI'ances that it
will ~lrovide ,1t It'dst 2S~ of the tosts of
the pnHjriHlI, project. Or activity with
rC"i'l'ct to ,,,,,tlich the d5sistance is to be
furniS'lt'd ((1r has the latter cost-sharing
"t'liU'l','I:lent ht'pr) \'i,dveJ for a "relatively
1Pd ~t -deve lUil"..!" country)?

d .. f.'\!'\_,~~~C.: lUl\~1. Wi] 1 gl'ant capital
a~slstJnCe be alsDursrd for project over
!11(W€ t i j,1fl:3 .'.rat"s? 1f so. has justifi­
cation satisfacV)ry to Congress been made,
dnd efforts for other financing?

e. U",\ Sec. ('07; Sec, 113. Extt'nt to
wh 1ch- d~sTs-Llnce-re'fTrcT"sappt'opr i ate
emphac,is on; (1) encouraglng development
of dp\1H)(r,1tic. economic, political. and
soci-li institllti(}n<;~ (2) self-help in
filt'rtinq thr cJuntry's fomi needs~ (3)
Jl'l1H'OVlng dVdilal>il1ty of tralned worker­
POW!,!' in the (ountry~ (4) fWQCWdlllS
dt'\lqtH'd to l',.'f't th\.' Clllwtl'V'S hedlth
nt'I'd<..; (5) t1 Ul"I' lmpOl·tant ilreas of
I'Cnll\.ll1ill. politic,". and S(ldal develop­
ml'nt. )!l(lucilnlJ 1rldustl·.Y; frre li\hor
union',. ('tll'P'''.ltives, and Voluntclry
I\(jCIK 11";; fX,II1"f'(wtd t 1011 dnd (0!LiiUnica­
ti(\o; pl.H1f1ir'l ,lnd I'ur-lic ,hlministration;
U,·/l.1I1 d('vel(l~':'!('nt, and g'(l,l ll'ni;:ation of
l'lii q 11'·1 Ll\~"; \.11' (h \ 111 tl'tj"d t1 11(1 worlen
i 11 to' t i;t~ fCC i;1 1 en t coun U·V' <; na t JOna 1
t.'conOiry.

• ~,Y\ Src. \~l\t,\ Descr;ne extent to
\,;ll1CI1 p·,o'oJ"a'i],- !'C'Co;;n1zes t'1t~ [1articular
th."',h. 1"S1rrs. ,'i"l~ capac'~1es of the
~\t"·i.'P ~~) \.} f t n() CP l;') t!~ i ~ lJ t -: i i :es the
co"mU.'s intel1ectlLll rt'S urct's to
('nCOU'],:i' institutillnJl dC'.'l'10'1f"'2nt:
dl1d ',I.~'i'()rt<, l i \1;' ('CUc,1t· 'n <1"'~ tra ining
lf1 c,l11',~ rp,,;,.ir'cd fo!' etE'ct1ve oartici­
;ldtloll 'n q(1VC1'nn1t'llta1 arl< pc)lit1cal
prQcesses rsst'ntiJl to se;r-government.

~ AID HANOIlOOIC J. App. 6C
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Bl

I:. .!r\:~ )t'c '_.::(,n~bl~ :' )J<1 ) .,) r~d .-:if\1~--it?_\· '.
I,~) 1\1'1; s~~': :.__' 11\_,~),~ l}- \)l,a'}.~_·JQl. Does
Uw llctlvitv ljlVI' ,'€'astllltlble promise of
contrlhutll1q ttl the devclorment: of
economic '"esow'ces, or to the increase of

• productive cJpacities dnd solf-sustaining
economic growth; or of rducational or
othrr institutions directed toward social
proqress? Is it related to and consis-
tent with other development activities,
and will it contribute to realizable
long-range objectives? And does project
paper pt'ovide informatlon and conclusion
on an activity's economic and technical
soundness?

h. FA~_~~~~__.?OJJ.b)(~)~ Sec. 211(a)(5L (6).
Infonnation and cone usion on ;Jossible
effects of the assistance on U.S. economy,
with specldl reference to areas of sub­
sLlntial labor" surplus. and extent to
\~hich U.S. cOlmloditil's Jnd assistance
dl"l' funllstlcd in (1 nJ.HitlPr· consistent \'iith
irnprovinq Ilr silfequardwg the U.S. balance.
nf-payments position.

Not applicable .

.). Fl\A.S.(,,_; __,1Ul.il?JL1), Information
and C0l1c1US10n on ava--:nability of financ­
iug from other free-world sources,
including Ill'ivate sources within U.S.

~ . Fi0~:~~'~-:..:.. ?QJ.( b) ( ?); 2') 1Cil.. I nfor-
P1.1tiori and conclusion ann) capacity of
the COllnt~".v to repay the loan, including
rl'ilson<lbleness of reraYI:~ent Drospects.
M1J (2) n>(~sonat>len('ss ilnd leaality
(under laws of country and U.S.) of
lending and relending terfT1S of the loan.

e c. ~,!~~e'::_:_ 20l_~1- ; f :oan is not
Hlc:Hle pursuant to a r 1ultilater'al plan,
ilndthe amount of the loan exceeds
$100.000, /las country submitted to AID
an application for such funds together
with assurJnces to indic~te that funds
will tJC used in an econorrically and
technically sound monnrr?

d. FAA Sec. 201(!l. Does DrOject pdper
dcscrib'el)()w pt'oject wi 11 promote tIle
country's 0con0l111C dpveloprnent taking
into account the country's ~umdn and
f'1dtcr1.11 rt~sourcf'S re'luirements dnd
relationshIp between ultimate objectives
of the project and overall economic
development?

Best Available Copy
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e. FAA Sec. 202(a). Total amount of
money under 10an whic~ is going directly
to private enterprise, is going to
intermediate credit institutions or
other borrowers for use by private
enterprise. is being used to finance
imrC1rts from private sources, or is
otherwise being used to finance procure­
ments from private sources?

f, r~\:'\__Sl>~_. }':.'iLdl. If ,lssistance is
for any prOductlve enterprise which will
compete in the U.S. with U.S. enterprise,
is thcl'e an aareement by the recipient
country to :>revent export to the U.S. of
more t~an 20',t of the enterprise's annual
production during the life of the loan?

3. ProJ..('.~_t_Crit~a SOlely for Securit~

~pporting ASslstance

FAA Spc. 531. How will this assistance
support promote economic or politica.l
stabi Ii ty?

4. Additional Criteria for Alliance for
Progress

[Note: All iance for Progress projects
should add the following two items to a
project checklist,]

,I. !. /''v~ ."'-\'1.: .... 2:,~1.1!'l )JJJ_l_-_(~L. Does
(1ssi~tanc(> tale into account principles
bfthr Art 0f 80~otd and the Charter of
Puntd del [~tei dnd to what extent will
thl~ dctivity contribute to the economic
or political integration of Latin
America?

b. f/\AJ_ec._?Sllb)(S); 251 (h). For
loans, has there been taken into account
the effort made by recipient nation to
rer,ltriate opitalinvested in other
countries by their own citizens? Is
10<1n consistent with the findings and
rccomn'l'ndatlons (If the Inter-Amer'ican
C0l1111ittee fer' the Alliance for Proaress
(nol'. "CEPe IrS," the Permanent Executive
Comnittee of the OAS) in its annual
review of national development activitles?

This assistance will promote ec
stability by providing vital fo
exchange required for Egypt's e
development, thus promoting eco
and social stability.

Not aPFlicable.
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isted below <H"t' statuto!')' it<:,ms hhich nornldlly \oIi11 be covered routinely in those provlS1ons of an
ssistance agn~em('nt de,~ling with its inlplementation. or covered in the agreement by exc1usion (as
~ere certain uses of funds are permitted, but other uses not).

!lese 1 terns dn~ ,1rrdfHJl'u under the general head; rgs of (A) Procurement. (B) Construction, and
e) Other Rpstrlction~.

F/\A Sl'C. 602. !~r(' there' <1tTanqei"lents to
plTnl ~ J-:-S.- 5i"1,111 busine',~ to p,ll'ticipate
equitably in the furnishing of goods and
services findnced?

2 . r i\!\ Sec. f,n4 ( ,1 ) " ',oJ j 11 all CO [Pl::C d i t y
r;~:-(;C-LJ-t:-e;nel:;t'{l'nanced t,E' f'"em the U.S.
excppt as otherwise determIned by the
President or under delegation from him?

Procurement of goods and services will
be pursuant to established AID regulati(

Yes.

3. FM\ Sl'e. 60"'d). If the cooperating
COlj-'lt',::'y-aTs-c·r Ti11111ates aCtllnst U.S.
J11arine" insurance comoan1es, will aaree­
I"cnt requ;r'-' that marine insurance be
r1aced in the U.S. on commodities
fi nanced?

Yes.

4, !!lJ\ ..SPl. 6f}:~). If offe,h,)I'p procure­
iilent tof Mi'" cultllrdl ((\J1)!'r'..11ty or
i\,'pduct is III br' flI1Ml('f'd. is thet"€'
pl"l\' 1'; i \'rl •.111-1 j 11<, t "lIl h f'r'<": IWI'P,,'lit , .. hpll

till' d\1I1,<,:,tll' pril€' of "l1\'i, CO"UliOdity is
1e<,,, th,HI Pdl'ity?

~" ~i\J\, ",', ,_h\\ 1(1). \~ 111 lJ,',. l~l)VI"'II!ijl'nt

P x. I ~ f'l ~ (, I ~ t"' r ~, ~ ') ! 'll r r (1 p(' t' t.v t', t..' U t: 11 i l cd
whN'\'V,'!' pl',l,,:ti ...:,dlll'ili llt'u of the
Pt'OC U"l'I1J{'n t lIf nl'\01 i t l~I'IS ',"

There will be no such procurement.

Not applicable.

",'

b. tt:~}\ S"c .. 'li.)l\~,l, La) Cc:n:1il.lIlCe \'Jith
"l'qJ t"(',""'1t ~n,lt 11t h't1st 5;) l'el- centum
nf the ',p'o<;" t',)!1!ianl' of (c·,,..,,)jities
(U)r"'1!'li:l'd S!';-,1l'atcly ·C't"it-y bu~~

(. ,H' r H' ," 5. d r' ',' Ca nl (\' 1i ne r" S " and t \3 n ke" s )

f;naflCt,j sh,,11 be tl",~r;"p,,·'ted on pl'ivate1y
ol-.'I1\..'d U.S.-f 1 ih: CO:"'l'I"Cja~ '.. esse!s to the
pxtent that sU~h vessels are available
at fair and reasonable rates.

Yes.

7. FAr> Spc. 6::'1. If technical assistance
15 fin~lnce<f.' will such ac;c,istance be fur­
njsh~d to the fullest extent practicable
as qoods ant: rwofessl0nal and ,ltner
~, er vic f'l; f l' \', Pr i vi'l t t' en t t' r r r i seon ;1

contract ha"ls' If the facilities of
other Federal dgencies will be utilized,

Not applicable.
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are they particularly suitable, not
co~petitive wit~ private enterprise.
and n~de available without undue inter­
ference with domestic pro9rams?

8. International f,ir Transport. Fair
C6mpe-tltTVePl:a~-ti c~e-si\cT;1974

If air transportatIon of persons or
property is fin~nced on grant basis, will
provision bp ill,Hie that U.S.-flag carriers
will he utl1ized to the extent su~h

service i~ aVJ11able?

Yes.

•

Co n5 t t'U C t ion

1. Fill\. SI'C Gnl(d), If a clpital (e.g.,
cOn-Sfr\J~-tl()-nT-;lI'o.jf'ct, are engineering
and professional services of U.S. fir~s

and their affiliates to be used to the
maximum extent consistent with the
national interest?

Not applicable.

2. FA,'.. Sec, 611js). If contracts for
consTru-ctTo-n are to be financed, win
they be let on a competitive basis to
ffi}ximum extent practicable?

3. r!'~5~'s- ,_..620ikl- If for construction
of pt'Olrl1C~ ive entel'prise. \·,,11 aggregate
value of assistance to he furnished by
the U.S. not exceed $100 million?

Other'Rcstnct.iOrl"

No construction is to be financed.

Not applicable.

1.

")
L.

J.

r,v, ~l'" ":'\))(0), if dl''lf'lopml'nt loon.
l(:"riltl'l'l".t r,\tl' at le.bt 2':, per annum
dUt'i!1~l (jl','Cl' i!l'l";od and a~ least 3't per"
annUIl1 ttll'l'cafter?

FM SC(, 3l1Jjtil- if bnd is established
si)TpTy- ::y-D~s. contr but-ions and adm~nis­

t'rl,t'd by .'n intertntionill organization,
dops Comptroller General have audit
rlClhts?

Fl''''\ Sf<, (,?()(n). Do ap'angements
t'rec'-u-lf(~'-;-'t:on'iot1:lq or assisting the
fO!'l'iqn a~d Pl'oFcts or activitjes of
Cew'mlln i s t -Bloc countri es. contrary to
the best Interests of the U.S.?

Not applicable.

Not applicable.

Yes. Necessary determinations
620(h) will be issued.

under -

~
".... .-!'

•
4. FilA Sec, (,36(i). Is financing not per-

mTtted to be~ed. without waiver, for
purchase. lon9-terr~ le,he. or exchange
of MOtor veh~cle r;;anufactul-ed outside
the U.S. or guaranty of such transaction?

Financing is not permitted to be used
for such purposes.
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5. wi 1L<HTangements prec 1ude use of
financing:

\

d. F!VI Sec. 114. to pay for performance
of ~bortlons--or-to motivate or coerce
persons to practice abortions?

b. ~Ai\.?eC .i20'\'9l- to compensate
owners tor exproprlated nationalized
property?

c. FAJ\. Sec. 660. to finance police
tra fiiTt19 or l,ther 1aw enforcement
assistance. except for narcotics
programs?

d. FAA Sec. 662. for CIA activities?

e. 0£.p.-;-_Se:. 103. to pay pens ions. etc .•
for m111 ta ry per sonne 1?

f. ~p.: Sec. 106. to pay U.N. assess­
ments.

g. Jhp. Sec. 107. to can'V out provi­
sions41't-n\A-'\ecTions 20<l(d) and 251(h)7
(trdl1~ft'T' to flultilatera1 organization
for lending).

h. ~. Sf'C "__5,,t12,. to be useo for
publ1Clty or rropaganda purposes
within U.S. not authorized by Congress?

Yes.

Yes.

Yes. ".

,
•

Yes.

Yes.

Yes.

Yes.

Yes.


