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A. Economic Analysis
8. Institutional and Administrative Analysis
C. Technical and Environmental Analyses and Certification

D. Social Soundness Analysis.
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ANNEX 2A
ECONOMIC ANALYSIS

A. Introduction:

. Local Development II would provide funds for new subprojects (e.g..
water/waste water facilities, roads, canal repair, and solid waste
co]]ection), and for operations and maintenance (0&M) of both these new

1989. 0&M expenditures will begin as soon as funds are provided to the local
governmental units (mid 1986) and continue indefinitely. At first the Q&M
money will be used for DSS I subprojects, but increasingly the funds will be
needed for LD II subprojects as well. Benefits from LD IT will be realized as
soon as funds are spent on operations and maintenance of the older projects,
presumably as early as late 1986, and may be expected to continue as Tong as
the §ubprojects are operated and maintained.

The LD II PP contains funding recommendations for two years, with the
actual spending on the subprojects taking place over four to five years.
However, the economic implications of this project depend on both the previous
expendi tures under LD I and future expenditures under LD III. The interplay
of capital expenditures in one period and 0iM expenditures in the next is a
main theme of LD II planning. Experience in Egypt has demonstrated that
capital intensive projects requiring critical levels of 0&M will not yield the
expected Tevel of benefits unless some explicit arrangement is made for
provision of the 0&M. The economic analysis below assumes that the levels of
0&M contributions p]edg$d by the GOE will be continued throughout the analysis
period(i.e 1286 - 2005)1/, “The implications of a significant departure from
this assumption, i.e. much Tower (&M expenditures is included in the analysis.

B. Costs:

The project provides for purchases of U.S., source and origin equipment,
technical assistance, Egyptian labor (skilled and unskilled), and Egyptian
materials. Some of these inputs will be embodied in structures, water and
seser lines, treatment plants, and related plant-and equipment. Other inputs
of labor and material will be used to operate and maintain existing and new
AID Financed plant and equipment under LD I and LD II. Based on the best
estimates of project designers on the Vikely mix of projects annual cost
estimates were projected for the period 1987 - 2006.

Al cost and benefits are estimated in Egyptian pounds (LE). Al} u.s.
inputs of material and labor are assumed to be required at market oriented

1/ The 20 year horizon chosen for measuring cost and benefit is arbitrary,
but Tinear extensions of costs and benefits beyond the vear 2006 do not
greatly alter the results. See note to table I,

2065P/0011D, 8/15/85.
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prices. The inflation rate applied to U.S. dollar values was 6 percent
annually. Since these inputs are made over a relatively short period (nearly
all of these inputs occur in the period 1986-1989) the U.S. inflation
assumption is not critical. Planned dollar expenditures, deflated to constant
1986 dollars, were converted to LE using an exchange rate of 1.62 in 1986,
1.82 in 1987, 2.0 in 1988 and 2.2 in 1989. This exchange rate is the present
unofficial market rate of 1.50 LE = US$1.00 depreciated by a factor of 10
percent annually. Under this assumption the dollar inputs will buy more LE
annually. However, the depreciation basically matches tha difference in
inflation rates between the two countries. Hence the purchasing power of the
dollar for Egyptian inputs remains the same as its purchasing power for U.S.
inputs. The Egyptian inflation rate is assumed to be 15 percent annually and
all costs in LE were deflated to constant 1986 LE using this assumption.
Assumptions about future 0&M expenditures beyond 1989(not included in the two
year funding estimates) were made on the bases of constant 1986 LE.

The Egyptian labor and materials for plant and equipment were adjusted to
market-orientéd price levels using a shadow price factor of 1.4. This factor
was based on accounting ratios developed for Egypt by the World Bank 2/ and
the mix of labor and materials required for sewerage construction under the
Cairo Sewerage 1I project3/. The shadow factor would be different for
various subprojects, but the 1.4 shadow factor was felt to be representative
of the average for all subprojects. Mo shadow price factor was applied to 0&M
projects because the level of 0&M estimates in constant 1986 LE is itself a
crude guess. Moreover, a greater percentage of 0&M expenditures will be on
1abor (where the need for adjustment is less) and are projected far into the
future (when hopefully energy prices will be closer to market levels).

Because of the wide range of uncertainly surrounding this 0&M estimate. The
projected 0&M expenditures are subjected to sensitivity analysis that
calculates the internal rate of return for various alternative 0&M levels.

The results of these adjustments to stated project costs are shown in
Table I, page 2A/5. Essentially this table says that approximately 500
million LE (in constant 1986 LE) will be spent on sub projects over the period
1986 to 1989. 0&M expenditure, on this period will increase from 10 million
LE in 1985 to 31.5 million in 1989. Beyond 1989, all spending on subprojects
stops. 0&M expenses will be about 35 million in 1987-89 in current LE,
displaying a decline in real terms. Beyond 1989 the level of 0&M is estimated
to be constant in 1986 real terms at the 1989 level.

No funding for capital projects under LD III is projected in this
analysis. '

Z. World Bank Report No. 4T36-EGT, Arab Republic of Egypt: Issues of Trade
Strategy and Investment Planning, Jan. 1983.

3. USAID, 1984, Cairo Sewerage 1l Project Paper, Part VI.
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C. Benefits:
Benefits from LD II are derived from three sources:

1) the difference between maintained and_idle, or detiorating, LD I
projects;
2) the flow of services from LD II subprojects (which are assumed to be
maintained); and,
( %) the residual value of all subprojects in the final analysis year
2006).

The exact mix and value of projects put in place under DSS I is not
known, and there was no attempt under DSS I to establish costs in constant LE
adjusted to market-oriented prices. The total dollar equivalent for the funds
expended on LD I over four years is estimated at $418 million. Adjusting for
U.S. and Egyptian inflation rates and applying a mareket oriented exchange
rate the equivalent value of all LD I projects in 1986 LE is estimated to be
600 million LE. While it is impossible to calculate the Flow of benefits from
each of the subprojects, it is reasonable to postulate that the average return
will be on the order of 10 percent annually, or 60 million LE collectively.
Assuming 0&M expenditures are maintained as planned order LD II, it is likely
that much of the DSS I infrastructure will still be in place and providing
services in the year 2006. In the absence the LD II 0&M expenditures,
experience with similar projects shows that the benefit flows will drop off
sharply after only a few years and there will be little or no salvage value at
the end of the period. The benefit flow from LD I projects shown in Table I,
is based on the difference between maintained and unmaintained subprojects.
After four years (1990) the difference is estimated to be 25 million LE (or
half the value of all LD I benefits) in constant 1986 dollars, which is
counted as a benefit for LD II. For the years 1986 to 1990, the difference is
phased in smoothly at 10 million LE per year to approximate the vaiue of
services under maintained projects versus these under deteriorating projects.

The level of benefits from LD I capital spending likewise must be
hypothesized since the project selection will be in the hands of the local
units. Again we must assume that these projects will, on average, yield a
rate of return that approximates a 10 to 12 percent rate of return to
capital. . The benefit schedule for LD II capital projects in Table 1 includes
an annual benefit flow of 40 million LE (10 percent per year on 400 miliion LE
-in subprojects). Since O&M has been provided fcr in the cost structure for LD
IT capital projects, it is reasonable to assume that these returns will
continue throughout the analysis period. '

The residual value of LD II capital projects is estimated to be 50
percent, or 200 million LE. for some projects, like roads and water/sewer
Tines that are well maintained, there should be no reduction in value even
after 20 years. Other projects, 1ike canal rebuilding and some structures,
may have little value after twenty years. The 50 percent assumption, although
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arbitrary, is not critical to the internal rate of return. LD I projects are
assumed to have a differential residual value of 200 million LE (250 million.
LE with maintenance and 50 million LE with no maintanance). .

D. Internal Rate of Return:

The internal rate of return using the economic cost and benefit
assumptions and calculations provided above is 9.5 percent. As calculated,
this rate tends to underestimate the total econcmic returns to LD II since no
benefits were estimated for improved performance of local development units,
or income and employment multipliers for increased economic activity in areas
characterized by chronic underemployed labor resources. Perhaps, more
importantly, no benefits were estimated for increasing the national awareness
of the necessity of planning for and carrying out a sustained high level of
operations and maintenance to protect existing and new investment. While it
is unlikely that this project alone can be expected to restructure the
Egyptian attitude toward 0&M expenditures, it is likely that the combined LD
expenditures - of 1.0 billion LE, if properly maintained, would have substantial
demonstration effect.

The sensitivity of the internal rate of return to the assumptions about
the interactions between benefit levels and 0&M costs is shown in Table I. A
decline in the benefit level to 45 millijon LE annually reduces the internal
rate of return to 4.72 percent. That is, a relatively modest. fall in the
average return to these projects and/or a failure to fully fund 0&M costs in
the future would quickly reduce the internal rate of return to unacceptable
levels,

The sensitivity analysis also shows that relatively small changes in the
0&M costs can produce large changes in the internal rate of return, If true
savings can be found in the 0&M costs, through increased labor productivity
(for example), then the project returns could increase sharply,. If, however,
04M costs are reduced by simply failing to perform needed work, the benefits
would fall by a levered amount (1 LE reduction in costs will imply a larger
reduction in benefits) and the lowering of 0&M costs will sharply Tower the
internal rate of return.

An awareness of this final relationship, i.e. the linkage between 0&! and
benefits is, of course, a primary project goal.
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1987 - 1988 1989 1990 1691 1992
iol  lg:s 105,80 202.20 105.20 29.40 -26.80 25.40
Tot  te: fits 5.00 10.00 30.00 55.00 45.00 65.00
Be Jte - Costs) -100.60 -192,20 -75.20  35.60 3B.20  39.40
1P 1y = 9.321

Sensitivity Tests

Benefils IRRI(Y) Costs ISR{X)

45.00 $.721 15,60 11,671

53,00 7.131 20,60 10,602

3.00 9.53% 25,460 9.522

75,06 11.88% J30.40 8,411

85.00 14,221 35,460 1.301
{with costs at lwith benefils.at . -

26.30)

£3.00)

1993

23,80
£5.00

3%.40

————

2051
2006
2011

2016

2021

{xith costs at 26.50.

TABLE |

Costs, Benefits.and -1RRs

(in aillions of Egyplian-PoundsiLE})

1994

25.60
43.00.

1995

25.60 .
65.00

1994

25.40
65.00

1997

25.60
63.00

-

1998

23.60

$5.00

1999

25.50
63.00

. 2000

25.60
£3.00

2001

25.40
65.00

2002

25.60
63.00

12003 - 2008

25.60
85.00

25.60

85,00

2005

23.80
65.00

39.40

IRR (D)

9482

9.52%.

9.341
7.551
9.971

39.40

3%.40

and benefits at 65.00)

39.40 -

39.40

39.40

39.40

~ 39.40

39.40

39.40

3940

3%.40

2006

25.50
4635.00

439.40

TA A
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ANNEX 2B
INSTITUTIONAL AND ADMINISTRATIVE ANALYSIS

1. Summary:
After a thorough review of the LD II design, this Institutional

Analysis concludes that the organization and management plan for LD II is

structurally sound and functionally feasible.

The Program Paper has identified four major institutional problems,.
which exist under the current decentralization program, as follow: (1)
the lack of policy-making bodies at the ministerial and governorate
levels to direct the program, (2) weak horizontal linkages at all Tevels
of government, (3) a multiple command structure within Tocal government
and, (4) a lack of healthy collaboration between the executive branch of
Tocal government which has the technical capability, and the popular
branch, which is vested with decision-making powers. Incentives,
although not included in these four problem areas, remain a project
implementation issue addressed in both the Project Paper and this
analysis.

For each of these institutional problems the Project Paper proposes
discreet organizational changes as follow: (1) the Interministerial
Local Development Committee (ILDC) will be established to determine
program policy and guidelines. (2) the fmana, already formed and
functioning, will be strengthened through the provision of technical
assistance and financing in its role as the coordinating body for program
technical concerns. (3) Urban and Provincial Subcommittees, again
already cstablished under existing decentralization programs, will
continue to focus on sector specific policy concerns. (4) Governorate
Local Development Committees (GLDCs) will bring together for the first
time representatives of all concerned ministries at the governorate
level, and representatives of the governorate popular councils to
coordinate the program at the governorate level. Similar comnittees will
be formed at each of the markaz, district and local unit levels of local
government as well. Finally, the Project Paper ensures that incentives
will be provided for GOE employees participating in this program from GOE
contibutions. '

II. Introduction:

Egypt has undergone a number of evolutionary changes in its
government structure. The most significant changes have occurred through
a recent succession of decentralization laws that effect the nature of
the relationship of local government to the center. The process remains
fluid and the direction positive.

0195A/0011D - 8/15/85
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AID's involvement in th1s process began in 1979. The application of
AID funds to support the GOE's decentralization policies has led to an
overall improvement in the functioning of local government and in the
delivery of basic services. Local control over local development
prablems is a growing reality in Egypt.

The following analysis is intended to clarify some of the strengths
and weaknesses of this decentralization system and process. Section I,
Background, presents an outline of the legal evolution of
decentralization, progress made in the fulfillment of the laws, and AID's
DSS I contributions to the process. Section II, Institutional Issues,
discusses (1) the lack of an interministerial program policy-making body
and consequent problems in program coordination, (2) the legal and
technical capabilities of each level of local government, (3) the
horizontal and vertical linkages within and between those levels which
have created a multiple command structure, (4) the related issue of weak
coordination within the executive councils, and (5) the low public sector
salaries. Section 111, The LD Il Response, analyses the appropriateness
of the project innovations to the institutional issues. And Section V,
Implementation Feasibility, discusses the practicality of 1nst1tut1ng
these proposed changes.,

I. Background

A. GOE Decentralization Laws:

Unlike the U.S. system where lccal government powers and
authorities are defined in a federalist constitution, the rights and
responsibilities of local government in Egypt are determined by
legislation which has undergone a number of changes over the last two
decades. A summary of this succession of legislation is presented below,

1. Law 124/1950 created the governorate, town and village
, Jurisdictions. Popular councils were established to administer the
following functions: education, labor, public health, aariculture,
utilities and housing, food supply, rural development, social affairs,
communications, cocperatives, and security functions

2. Law 57/1971 was issued by President Sadat in order to increase
pooular participation in local government. Two councils were created at
the governorate level - an "elected" peoples' council and an executive
council. The pemples' councils were vested with the power to suygest
policies, manage local public services, and supervise the local executive
council,

3. Law 43/1979 created the system of two councils at every level
of Tocal government and mandated that at least one member on each council
- be a woman. This law has allowed an evolution of decentralized
decision-making down to tihe local units and has increased the functions
for which the local units are rosponsible, for example school ieacher
selection, planning and development self-finance by self-reliance, and
general village development,
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4. Law 50/1981 was amended to increase the elected councils
authority to question and direct the actions of the local executive
councils. This law changed the open candidate electoral system to a
party list system.

B. AID's Impact on Decentralization in Egypt:

BYS gave real decison-making power village councils for the first
time by providing substantial capital grants overwhich the village
councils have full contol. As a result local councils have been
increasingly involved in governmental decision-making, particularly with
respect to the provision of basic services.

DSF gives governorates and markazes greater access to finance for
equipment needed to improve their capacity to operate and maintain
infrastructure and to carry out basic services.

LDF has enabled the local units to develop income-generating
demonstration projects, the benefits of which return to the local units'
lTocal services and development accounts to finance other self -help
activities and projects.

AID's financial contributions to the GOE Decentralization Program
have provided capital to activate local government capacity. Sizeable
AID sponsored training programs have reinforced local government
management capabilities at the same time.

II. Institutional Issues

A. A Lack of Policy-Making Bodies and Program Coordination.

Under DSS I, the five component projects are managed by
independent project steering committees which are only loosely tied
together as an integrated program. In most cases, these committees lack
representation from the ministries whose say in policy, finance and
technical issues is essential to program decision-making. Ircreasingly,
the Decentralization Program encounters program jssues that are larger
and more interdisciplinary than can be appropriately resolved by the
sector specific project committees. An attempt made under DSS I to form
a Sector Steering Committee was largely unsuccessful.

Below the level of the steering committees exists a similar lack
of policy determination/program coordination in the governorates. No
specific mechanisms were established under DSS I in the governorates to
coordinate between programs and the implementing directorates, and most
policy issues returned to the project steering committees for resolution.
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B. Legal Mandates and Technical Capabilities of the Various Levels
of Government in Egypt.

1. The CentralMinistry level:

GOt officials continue to hold mixed views on the appropriate
role znd function of central ministries vis-a-vis local government. For
those who shere the more deocentralized view, central mininistries should
establish broad policy gquidelines, institute legal changes in the system
and previde technical assistance to Tocal government in their respective
arcas of technical expertise, leaving priorvity setting, program planning,
and implementation in the hands of local authorities. The countervailing
centvict pusition argues that both technical ability and financial
resouices are scarce and therefore, must be tightly controlled and
raticnalized through central planning. According to that view, programs
shouid be managed by technically-specialized central government
ministries.

Both ministers and governors, who share cabinet level rank,
hav: the authority to plan, design and implement projects and programs.
Ths executivz councils of the governorates are also empowered to
aduinister any programs which the ministries choose to implement at the
govarnorate ievel. Iwportantly, governorate popular councils only review
and approve covarnorate-controlled programs. The central service
ministries ar free to implement programs in any governorate at their
desctration and sometimes in the absence of governorate level
coordination of those programs with other governorate projects.

White the ministries, in most cases, have the strongest
technical cepabilities, th: governorates, through the representative
diveciorates at the governorate level have strong capabilites in project
and program acministration and good emerging capibilities for planning,
budgeting and design.

2. The Governorate Level:

Alinough governorate directorates perform different functions
for the governorates and the central service ministries, coordination and
control of iccal development programs is increasing at this
governorate/directorate level.

Governorate divectorates are cmpowered to administer
centrally-fundad line ministry programs and projects. The same
diractorates are authorized to implement governorate-funded programs and
projects. FPopular Council approval is requived for all plans and budgets
which originate in the governcrate, but, as mentioned above, not for the
programs which originate in the ministries.

b
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Technically, the governorate directorates have strong
capabilites for project and program administration, and developing
capabi]ities for planning and project design.

More recently, the governorate level popular councils have
begun to form sector specific subcommittees which also have 1imited
review capabilities for programs administered by the directorates in the
case of line ministry funding, and for those programs planned and
implemented by the directorates in the case of governorate-controlled
funding.

3. Markaz and District Levels:

Tiz role of the markaz/district is one of subgovarnorate
program coordination and planning. Most projects and programs are
implemented directly at the governorate or local unit levels in the case
of provincial governorates, and at the governorate or district level in
the case of the urban governorates. LD II plans to strengthen the
planning and coordination functions of the marakaz in the provincial
governorates, and to continue focusing on planning, coordination and
project implementation capacity development at the district level in the
urban governorates.

By law, the markaz or district executive councils have only
Timited administrative authority. Correspondingly, the popular councils
at this level have a limited role in the approval of plans and budgets
which pass through the markaz from the local units for final submission
to the governorate councils,

Markaz and district executive councils have inconsistant
records on the provision of technical assistance as well. Good vertical
access to technical assistance from the governorate directorates and the
line ministries thorugh the marakaz has been their strongest contribution
to the project and program design and implementation process.

4. The local Unit Llevel:

P

Local unit executive councils are responsible for the
administration of 11 governorate-funded prcgrams and projects and some
line ministry activities. They have full authority for the planning,
design and implementation of AID-funded BVS and LDF Projects.

The local unit popular councils have approval authority for
all plans and budgets submitted by the local unit. Under the DSS I
Program, the local unit popular councils are also responsible for the
selection of BVS and LDF projects.
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While most executive courcils have limited technical
capadility, this is the locus of local expertise which the
Decentralization Program is trying to strenghten. BYVS and LDF projects
have significantly improved the technical capacity of these councils.
Vertical access to technical expertise at the markaz, governorate and
ministeriai ievels enables the local unit to administer the bulk of these
relatively siaple local development projects and programs.

While the local unit popular councils still have Tittle or no
technical cepebility, their strong local contacts and ties to the
comnunity ensure popular voice and participation in the program,

€. The "ultiple Command Structure in Local Coverrment and The
Coni Tict Between Horizontal and Verticle Linkages.

As is evident in the description of local government authorities
and capabilities above, governorate divectorates have a multiple lines of
command 3 thzy respond to tiie line winistries for programs and projects
which originzte in the ministries, they answer to the governor and
secratary weneval for governorate-sponsored prograins, and still in other
cases, separate institutional arrangenents have been made for
AlD-sponsore s projects. While salaries ave paid from governorate
accounts, sahvary levels are controiled by the central autlorities, and
promations vz detennined by both the Vine ministry which cooresponds to
the directorale and govornorate level officials. Increasingly governors
have a voice in personncl, but conflicts clearly exist over whe is in
charge.

Thz situation is similarly confused in the case of planning,
budgeting end finance. Botn the governors and the ministries argue for
programs and tevels of funding for the govarnorate level directorates.
The Kinistry of Planning is then expected to rationalize ail investment
budg=t (Bab 1IT) requests. The result is separate budget allocations for
the same iurction controlled by two different, independent institutions
with control aver the same emplovees at the governorate level. As an
added compliiczation, while the MPIC makes Bab 111 allocations for
governcirate 1evel proorams through both tha2 central service ministries
end the geverrorates, the governorates are cxpected to secuve 0 & M
financing from central authorities for all projects implemented at the
governorate Jevel., Tne LD Il Program would attempt to dmprove
ceordination by linking the Service Delivery System with the 0 & M System
at the governorate level.

This confusion in lines of command is an unavoidable stage in the
process of dzcentralization; a system that was oriented entirely towards
local edwinisiration of central projects has now gained control over a
nuabar of lecally-initiated programs.
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The strong wertical Tinkages with the line ministries for
technical assistance which exist should be retained in the process.
Almost any Tevel of local government can request assistance from the line
ministries for project design or implementation. These vertical links
are strong throughout the executive side of Tocal government and will
continue to play a vital role in LD II,

Governors are increasingly exerting their control over the
executive councils and certain ministries have deconcentrated many of
their activities. Howewer, the problem of having at least two bosses
remains.

D. Weak Coordination of Programs within the Executive Councils.

As a result of the dual command structure in the executive
councils and down through the directorate system, the directorates and
their representatives in the lower lewels of local government have little
reason to coordinate programs. The only people capable of establishing
coordinated plans and program implementation are the executive council
chiefs, Unfortunately, the imperfect command structure between these
chiefs and their councils results in good coordination only in the case
where the council chief has a strong personality, or as we have seen
under DSS I, where the councils have complete control over project
funds. This situation applies with respect to the governorate executive
council and the govarnor as well. Personal influence is often the
deciding factor in the success of local gowernment in the absence of
clearer lines of command. '

E. Public Sector Salaries.

Low public sector salaries and incentives are a major concern for
the GOE and have a direct imact on the operations of many AID/GOE
programs, Under DSS I salary incentives were provided for GOE employees
from the GOE contribution to the program. The experience of the previous
program argues strongly for the inclusion of salary incentives from the
GOE contributions to ensure a proper level of enthusiasm for the program
on the part of middle and lower level GOE func tionaries,



I1I. The LD 11 Response

A. Strengthening Program Policy Formaulation:

LD Il weouid establish an Interministerial Local Development
Committee(ILDC) with representatives from rural and urban governorates
and the Ministry of Local Government(MLG), the Ministry of Planning and
International Cooperation(MPIC), the Ministry of Finance(MOF), and the
key line ministries. This ILDC would establish policy, coordinate
programs_across the interests of the various ministries and governorates,
and set levels of allocations for the governorates.

In addition, the Amana, which has already been established, will
be strengthened under LD TI. The Anana would be responsible for the
coordination of 211 technical concerns which arise in the program,
conduct or coniract for both policy and technical studies, and coordinate
technical assistance and training. Importantly, all concerned line
service ministries and the cooresponding governorate directorates would
be represented on this body.

“At the governorate leval, joint popular and executive council
Local B:velopinent Comnittees(Gvernorate LDCs) would be established at
eacin izvel of local government to oversee the LD II Program. Most
governorates already have established informal arranuements which
resemible these LDCs, but they would be morc clearly defined under the LD
II Program. The governorate level joint committees would have the
initiet responsibiiity of establishing allocations for the otiher levels
of lorzal goverunent within the governorate. Joint technical
stbcomnittees under tha LDCs would be formed from representatives of
concerned divectorates, on the executive side, and committee chairman on
the popular council side, to study govarnorate-specific technical
concerns.

This approach would encourage coordination among the various line
furctions within the governorates. Having popular representation on
these committees at the govarnorate lew?l would ensure that local
.concerns and priorities are addressed. Furthermore, joint
executive -popular decisicn-making would contirbute substantially to the
Tevel of techrical understanding of the popular council members.

B. Building Technical and Decision-Making Capacitiy:

Capacity building has always been a primary concern of the joint
AID/GOE Decertrslization Program. Experience undar DSS I indicates that
substantial improvements have occurred in the decision-making and
technical capabilities of all levels of local government. LD II plans to
continue strenthiening this capacity through financing, training and the
continued provision of selective technical assistance.

Departuves from DSS I in the new LD II Program to improve
capacity include placing more responsibility at the governorate and
markaz ilevels for the initial allocation of funds.



- 38/9 -

One of the weakest lewels of local government has been the
marakaz in the provincial governorates. Traditionally by-passed in prior
AID and GOE programs, 1ittle Tegal authority or technical capability has
developed at this level.

Under LD 11, capacity building at the marakaz lewel would be
encouraged through:

1. the availability of up to 20% of the block-grant funds for use
by the governorate and marakaz levels.

2. incorporation of the marakaz into the LD II budget allocation
and project planning and approval processes.

This new role for the markaz and increased role for the
governorate decision-makers is in contrast to the almost exclusive
attention directed to village level decision-making under the DSS 1
Program. LD II would, in effect, emphasize improvements in che
decision-making process at all lewels of Tocal government.

C. Strenghtening Program Coordination by Improving Horizontal
Linkages in Local Government:

The GOE decentralization laws empower the popular councils to
approve and supervise the programs daveloped and administered by the
executive councils. These councils, however, have limited technical
capability. The executive councils, on the other hand, have, in most
cases, the technical capability to plan and implement projects, but lack
the decision-making authority with which to do so.

LD II would address this problem through the establishment of
joint popular and executive planning and implementation committees (the
LDCs). Accordingly, the technical capabilities of the executive branch
of Tocal government would be Joined to the decision-making authority of
the popular councils to strengthen the capacity and effectiveness of
both. With this arrangement, the problems of program coordination between
the two branches of Tocal government which existed under the DSS I
Program would be reduced. '

D. Rationalizing the Command Structure in Local Government:

The decentralization of government is an evolutionary process
that takes time. The LD II Program interventions are designed to
gradually increase the decision-maki ng capacity and technical capabilites
of Tocal government so as to reduce its dependence on the central
government, and conversely, to increase the reliance of the center on the
perifery. Central authorities would continue to intervene in the affairs
of local government until these capacities and capabilites are
well-proven. As js already evidenced through improvements in the
functioning of local government under the DSS I Program, decentralized
control of local development is a growing reality.
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E. Incentives for Public Sector Emloyees:

Experience has shown the necessity and usefullness of providing
incentives to GOL employees who contribute most to the program and
project implementation. This practice will be continued, again using GOE
contributions under the LD II Program,

V. Implementation Feasibility:

While the LD II Program addresses all major program-related
institutional issues in theory, can such an organization and management
structure function in practice?

The Sector Steering Committee has not functioned effectively under
the BSS I Program. The effectiveness of an expanded policy body under LD
1I is therefore a serious concern. Th2 creation of a full-time policy
analysis staff, through the Anana, is seen as crucial to the efficient
operation of the ILDC. This importent addition under the LD II Program
will remove a major constraint to the formation and functioning of such a
high-1level policy committee, The /Amana staff would analyse program and
policy issues and bring then to the ILDC for resolution.

The Arana itself is already well-established. The LD II Program was
designed Thiough the coubined efforts of the fmana and AID. Technical
and financial assistance divected specifically to the Amena under LD 11
would enhance its capacity to address program necds for lechnical and
policy analysis, information systems, and training.

In many ways, the transition from DSS I to LD II is well underway.
While the LD 11 Program gives clearcr definition to the roles and
functions of the concerncd organizations and agencies, several of the key
organizational relationchips defined in this Program Paper are already
established. AID's relationship to the Awana and with representatives of
key ministries have developed substantially during the new project design
phase. Qur older, well-established ties with the Ministry of Local
Government and the governorates are stronger than ever. In the end, the
enthusiasm of both the Mission and the GOE for the Decentralization
Program should bring together the remaining components of the project
requi red for its success.

W
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(2) LD 11

A demand for an additional 1000 rural supply projects is
projected for implementation under LD II.

(3) Technical Issues for Water Supply Projects for LD II

(a) Choice of Technology

First, the system should be be operatable and maintainable
by the operators available where the systems will be located. Second,
cost comparisons should always be used in determining the selection of a
water sysiem. High technology components, that are not cost effective,
should not be chosen just because they may be available through AID funds.

(b) Water Treatment Systems

The majority of rural water systems use 70 meter, drilled
wells as water sources. In most cases these sources do not utilize or
require water treatment except when high concentrations of iron and
manganese occur, as happens in some places. Llarger rural water systems
that use surface water as a source require treatment. These treatment
systems utilize various forms of sand filtration. The DSF Project has
supplied 33 compact treatment units for water projects in the Nile
Valley. The desert governorates of Mersa Matruh and Red Sea have been
suppiied with thirteen desalinazation treatment units through DSF.

Sub-standard operation and maintenance practices in Egypt
suggests that potable water purification systems should not utilize high
technology and imported equipment except when there is no alternative.
Hi-tech water treatment systems should be observed over time, in order to
determine their appropriateness to Egypt.

Nater treatment is expensive but more importantly is
difficult without qualified operators and maintenance personnel. This is
especially truc for compact units where the treatment process is hidden
from the operator. Furthennore, imported compact units are built for
either the worst case or an average situation. In other words, they are
not designed for a specific location or water treatment requircments.
Therefore, the units tend to be either more expensive than necessary or
inappropriate for a particular environment; usually compact units have
enormmous operaling costs. Under LD II USAID will recommend that water
purification systems be designed fur specific sites and individual water
treatment requirements. This will contribute to savings in capital and
operating costs and help keep the system working.
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A.  TECHNICAL ANALYSIS FOR LD II

1. Introduction

Of primary importance in LD II is improvement of the process of
local development through the building of the capacity of local units to
plan and implement projects of their choice, within an acceptable range
of activities. Funds, therefore, would be disbursed against
well-conceived plans generated by local units. The actual implementation
of sub-projects would be the responsibility and is controlled by local
government.

The technical issues involved with the implementation of LD II sub-
activities are also a great concern. Technically sound, high quality
sub-activities are a primary indicator of increased institutional
capaci ty--thus development. Furthermore, technically sound sub-projects
are nommally less costly to implement and maintain. To ensure that
sub-activities are technically sound USAID and the GOE will monitor and
evaluate the sub-activities and provide technical assistance and training
to selected local entities involved with implementation.

The major LD Il sub-activities, where technical issues are involved,
are rural water supply, drainage/sewerage, rural roads, canal
maintenance, solid waste management, and local urban up-grading
activities.

2. Description of Each Major Activity.

a. Rural Water Supply

(1) DSS 1

The most common sub-activity implemented by village units
under the Basic Village Services activity of DSS I, was rural water
supply. 1600 rural water supply projects were implemented, comprising 60%
of BVS projects.

4

A typical rural water supply system in the Nile Valley

~ consists of one 70 meter well, one pump station with two electric and one
diesel pumps, one elevated tank, one distribution (pipe) 1ine, and a
number of public tap stands and/or household connections, depending on
the wealth, size and location of the village.

Under DSS I, desert governorates constructed deep wells with
engine driven pumps. In the coastal areas the desert governorates used
brackish water desalinization and demineralization units.
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(c) Water Storage Tanks

In Egypt water storage tanks are constructed from concrete
or cement-block-masonry. In the rural areas the storage tanks are
constructed mainly from concrete, which is thought to be more waterproof
than masonry. Nevertheless, rural water storage tanks are commonly out
of order because of leakage. Another serious problem is that local
operators, do not know the true function of these tanks.

. When water tanks are off-line due to maintenance problems,
the electric and diesel water pumps, which are designed to fill the
storage tanks, must operate continuously to serve the community water
needs. This creates enormous wear and tear on the pumps, increases their
operation and maintenance costs, and reduces their operating life.
Finally, one reason why people in the Nile Delta prefer to live in single
story dwellings rather than multi-story dwellings is because of low water
pressure. This phenomenon contributes to settlement sprawl onto
agricultural land--a major concern for Egypt. Quality construction and
proper operation and maintenance of water storage tanks should be a
concern of communities implementing water projects.

(d) Pipe and Pipelines

The asbestos-cement (A-C) pipe issue of DSS I is closed.
The EPA and the American Water Works Association both state that there is
no evidence of hamful health effects from the use of A-C pipe. A-C pipe
is fully accepted for water system by the engineering profession. New
developments in this area, will be monitored and any recommendations will
be forwarded to the proper GOE authorities.

There is concern that corrosive water, that is common from
wells in Egypt, can delaminate and destroy A-C pipe, over time. As a
result, those organizations responsible for LD Il water projects monitor
this problem. If field monitoring indicates a problem with pipe
corrosion, treatment may become necessary to correct the problem.

_ There is strong evidence that there is significant leakage
in village water systems, due to improper entrenchment and laying of
pipe. Wastage due to leaks may be as high as 70% . Part of the reason

“for this problem is a lack of qualified supervision of villagers who
sometimes undertake entrenchment and pipe laying to save money. Another
reason for the leakage is mechanical; the couplings used for A-C pipe.
USAID engineers claim that the coupling is improperly designed and will
leak under pressure. Under LD II qualified supervision for village
project implementation would be financed. [See Section B.5 for
recomnendations, page 2C/27]. Furthermmore, tests should be conducted to
determine whether or not the A-C coupling should be improved or replaced.
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(e) Household Connections and Tap Stands

Household connections and public tap stands are both major
sources of water loss. In many cases, village householders make their
own connections from their homes to the distribution lines. Many of
these household constructed connections leak. Under LD II household
connections should be built under qualified supervision and existing
connections that now leak should be up-graded to reduce leakage.

Public tap stands often leak because of poorly designed or
light duty taps. New, modified, heavy duty tap designs frequently appear
in other countries. USAID and the GOE should keep abreast of the new
developments in order to select the most appropriate public taps.

(f) Metering

' By Egyptian law water supply systems must be constructed to
include water meters. The meters are manufactured by an Egyptian
" Government facto,y and installed on most water systems. However, the
meters frequently do not work and they do not have the desired impact on
water usage. The price of water is very low, but under more rationalized
rates, meters can have a dramatic impact on water conservation.
Furthermore, higher rates could supply the funds required to repair the
- meters that are currently defective. -

b. Wastewater Systems

(1) DSS 1

The felt need for rural sanitation always lags behind the felt
need for potable water. This has been the situation during in Egypt.
Because rural settiments has been receiving increasing amounts of water
(potable, irrigation and groundwater) from various sources, the felt need
for a means to remove excess water from the village environmeni has
increased dramatically. (See Annex 2C/B: Environmental Considerations
for details, page 2C/21.)

DSS I wastewater activities developed slowly, in comparison to
its potable water activities. This happened because DSS I allowed local
government to take the lead in determining its own priorities. Local
government and village people decided that their first priority was for
potable water. How that this dewand is being satisfied, people realize
that their excess wastewater is unsanitary, and must be removed from
their villages. In many villages being served by potable water systems,
wastewater removal is now top priority.
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Approximately 150 ground water lowering projects were
implemented under DSS I. Most of these projects were converted irto
sewerage projects intentionally or by environmental circumstance, due to
high groundwater. This is a clear indication of correct needs analysis,
by villagers, but incorrect project identification. However, this was
not the fault of the villagers, because low cost appropriate technology
rural wastewater systems have not been available in Egypt, except on a
pilot basis. This problem is now being addressed by DSS I/BVS Project
and will be a major focus of LD II.

In 1983 BVS funded two groundwater lowering demonstration
projects, in two Delta villages, that have proven very successful,
Village units with similar problems have observed the two pilot systems
and constructed similar systems.

Nevertheless, the demonstration projects are for replication
only in villages where high groundwater has not mixed with sewage. (Use
of these types of systems where groundwater and sewage is mixed, results
in sewage disposal into drains. This was the primary reason the BVS IAC
banned groundwater lowering projects.)

In 1985 BVS organized a sub-activity, under the TA contract,
to seek low cost appropriate technology household and community solutions
to the groundwater and wastewater problems. Through this sub-activity,
four engineers have developed designs for six wastewater pilot projects
in Menoufia and Damietta. If the designs are approved the Inter-Agency
Committee (IAC) of BVS, the implementation of tﬁese pilot activities will
begin under LD II.

(2) LD II

The projected demand for well designed wastewater projects
under LD II is very high. However, because of the relative high cost for
wastewater projects when composed with potable water projects, demand
should run well ahead of supply.

WHO considers low cost appropriate technology sanitation
systems to be in the 45.00 to 475.00 per capita range. Chemonics
believes that their solutions, under their wastewater pilot activities,

- Will cost between $50.00 to $80.00 per capita. This would cost a
combined village unit (a main village and satellite villages ) of 10,000
people between §500,000 and $800,000. On average the cost of a
wastewater system will be three to four times higher than a water system.

It is USAID policy to include a sanitation system with every
potable water system. However, due to the high cost of wastewater
systems, it will not be possible under LD II to supply, a wastewater
system for all of the 1600 rural water supply systems that have been
completed under DSS I.
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A means must be developed to prioritize the implementation of
wastewater systems, so that villages in the greatest need are
identified. Prioritizing can best be done at the governorate level
through the development of a master plan, for each governorate. The
‘master plan would coordinate the plans of local units and the
governorate, for activities involving potable water, wastewater, and
roads. [See Annex 2C/A4, page 2C/18, for details.]

(3) Technical Issues'for Wastewater Projects under LD II

(a) Choice of Technology

Unlike rural water supply projects, there probably will be
no typical wastewater system for rural Egypt. What will hopefully emerge
is a range of technologies designed to satisfy a range of environments
foung in rural setttements. This range of technologies will allow the
true application of appropriate technologies to problems.

Because the rural wastewater sector is relatively new, it
js difficult to predict what technologies will be employed. This does
not mean that the techinologies to be employed under LD II are all new,
many have peen well proven in other countries over many years. Soine
however, will be new to Egypt. Others will be new, because new and
creative solutions wili be required to solve serious wastewater problems
on a Yimiied budget. And ultimately, local government must decide what
technology suits its needs. The anticipated technologies can be grouped
into four general categories: household solutions, community solutions,
interim selutions, and ultimate solutions. Within these categories the
systems have three functions waste collection, waste removal, waste
dispesal/ treatment.

(b) Household Solutions

Household solutions are waste systems hat are designed to
satisfy the need of individual households. Pit latrines of all types, as
well as sepiic tanks, are considered household solutions. Household
solutions 3re best suited for small isolated villages, with populations
under 5000, where it is not econcwic or practical to develop
communi ty-wide or regional systems.

(¢) Community Solutions

Comnunity solutions systems, such as a piped sewerage
network with collection, disposal and treatment facilities. Community
solutions have lower per capita costs than household soluticns and are
best suited for villages or towns with populations above 5000 people. An
important consideration that the technical committees for LD IT is the
distinction between household and comnunity solutions. It is likely that
due to high cost, part of the

T
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system's cost must be borne by the residents. It is, therefore, vital to
determine what is community (public) and what is household (private).
Once this distinction is made it will be easier to develop cost recovery
systems to pay for operation and maintenance.

(d) Interim Solutions

There are few rural wastewater systems in Eqypt. But, the
demand is high, the need is high, and the relative cost is also high.
Therefore, Egypt will be required to develop low to medium cost interim
solutions that will satisfy "todays" sanitation requirements, before
ultimate solutions can be developed and paid for,

Interim solutions include the vacuum sewage trucks that fan
out from the marakez and governorates each day to collect household
wastes which are then dumped into drains. Sullage collection systems and
groundwater lowering systems are other forms of interim solutions. These
appropriate technology systems will play a vital role in the near term.

(e) Ultimate Solutions

Ultimate solutions to wastewater problems will depend on
community size and the funds available. These two factors will play as
important a role in determining the appropriateness of the technology
selected as much as environmental requirements and community wishes.

Ideally, large villages with populations over 5000 should
be served with piped sewerage and treatment. However, due to budget
constraints and 1imited technical capacity this ideal will require time
and a willingness to upgrade existing water and wastewater systems before
they deteriorate.

¢. Rural Roads
(1) DSS 1

Over 4000 km of gravel and asphalt rural roads were
constructed. The rural roads are generally small feeder roads that were
designed to improve accessibility within and beyond villages. BVS roads
- have eased the movement of agricultural goods and services to and from
villages and their local markets, and stimulated local development by
improving communications.

(2) LD 11

Demand for road projects remains high. They were the second
most popular DSS I activity.
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(3) Technical Considerations for Roads under LD II

In general, DSS I roads projects were constructed over or
improved upon existing inter-village dirt paths or lanes. Design costs
for these roads have been minimal. Initially, BVS funding criteria
stipulated that the roads be gravel and not paved. However, due to the
rains in the Deltaand the increasing flow of vehicle traffic into rural
areas the BVS gravel roads experienced much wear and pot holing. The
governorates decided, therefore, to pave the gravel roads with
governorate funds. The paving has increased the lives of the road
projects and the operating lives of local vehicles. In July 1983 the IAC
decided to change the funding criteria for BVS roads to include paving,
USAID concurred.

In spite of the paving of BVS roads, there are still technical
problems with road alignment, elevation, and road bed material. These
problems stem from a lack of good design, (some engineers claim there is,
in fact, no real design for these local roads), supervision, construction
material, and insufficient road building and maintenance equipment. LD
II will focus on the upgrading of existing DSS I roads as well as
building new small roads.

d. Canal Maintenance and Lining

(1) Dss 1

Canal maintenance and lining under DSS 1/8VS consumed five
percent of total BVS project funds. It consisted of the repair of or
construction of cement/stone masonry anglad walls inside existing canals
to prevent erosion or leakage. The impiewentation of all canal projects
falls under the jurisdiction of the Ministry of Irrigation.

(2) LD II

Demand for this activity is expected to remain low, in spite
of the fact that many villagers complain that leaking canals are a
fundamental reason for high groundwater problems in their villages.

(3) Technical Issues for Canal Maintenance/Lining under LD TI

Because of the poor quality of construction it is doubtful
that canal lining is providing its intended function. Cement stone
masonry construction can be built to waterworks standards if done
properly. However, this requires demanding techniques for tying the
stonework together with cement and several coats of waterproofing
material. If these standards are not met the canals will leak.
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Canal maintenance and 1ining can be improved under LD II.
Canals can be built with a plastic waterproof lining that is relatively
inexpensive, The FAO has con.icted a successful appropriate technology
canal lining pilot activity in Beheira, utilizing pre-mixed mortar in bag
forms. USAID should study the results of this activity. BVS is now
developing a village handbook so that villagers can understand the basic
engineering and technical practices.

e. Solid Waste Management

(1) DSS I

The solid waste problem in Cairo and Alexandria is enormous.
Over 4000 tons of solid waste are generated per day in Cairo; only half
of the solid waste generated in Alexandria is collected.

In 1983 the Egyptian Government created solid waste collection
organizations in Cairo and Alexandria. However, the organizations lack
the sufficient and appropriate equipment to satisfy all solid waste
coliection and disposal requirements. The DSS I/NUS activity has
addressed this problem through several interventions. These have
included the provision of seven plastic bag factories and 207 four wheel
tractor carts to 19 districts. Aided by a locally sponsored awareness
campaign, the plastic bags have supplied a means for households to
collect and dispose of solid waste. NUS funded tractor carts have
enabled refuse collectors to remove solid waste from neighborhoods with
streets too narrow for large city refuse trucks.

Much solid waste remains uncollected because district refuse
trucks are often out of service due to poor maintenance. NUS has
addressed this problem by upgrading the capability of governorate and
district to repair cleanup equipment. The results have been mixed. The
maintenance capability of the urban areas remains deficient in spite of
technical assistance and the upgrading of maintenance shops.

NUS has provided LE 80,000 to each district for solid waste
activities. Overall, the efforts have been successful, but the solid
waste problem is continuing to grow along with the cities population
growth.”

(2) LD I1

For LD II, the solid waste efforts will be increased for the
four urban centers of Cairo, Alexandria, Suez and Port Said. Since
service vehicle maintenance has been identified as a fundamental problem
for the collection of solid waste, this will receive more attention under
LD II.

,a)\
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More collection vehicles will be needed to replace the
ones that are worn out but still running.

The main focus under DSS I was on the collection side of the
solid waste issue, Therefore, under LD II more emphasis must be placed
on the disposal and overall systems management. The Governorate of Cairo
is closing three solid waste dump sites because of high amounts of air
poliution and the potential for Teachate contact with the groundwater
table. To replace the duap sites, sanitary landfill sites must be
developed. At this time USAID has no plans to fund these sites, but the
NUS Project is offering technical assistance to Cairo.

f. Local Urban Upgrading Activities

(1) DSS I
' Local urban upgrading activities as implemented through the
NUS Project combine technical assistance to local government with actual
physical improvement of the urban areas. These physical imprcvements
emphasize construction activity rather than the provision of equipment.
The physical improvements are solely oriented to low income neighborhoods
or directly benefit low income neighborhoods. The actual implementation
of upgrading activities is carried out by urban local government (mainly
districts) and by PVOs. —

Types of upgrading activities are many. Specific sub-projects
by category are:

(3) Infrastructure-- paving, small bridges, street
lighting, water supply, sewerage, garage equipment maintenance.

(b) Education-- new classrooms, new labs/workshops, new
lavatories, rcnovations.

(c) Health-- new clinic additions, new hospitals additions,
rerovations of existing hospitals.

(d) Youth-- new youth centers/additions, playing fields,
equipment.

(e) Markets-- shops, bakeries, pedlars markets.

(f) Social Affairs-- cultural centers, social centers,
vocational centers, orphanages, libraries.

. {g) Training Courses-- management, planning, project
monitoring, budget/finance. Training is further sub-divided into specific
types of the above courses. For example, health management, construction
management, PVO management, ctc..
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NUS has achieved much success in the upgrading of urban
areas. Howewer, there are key technical issues that have emerged that
must be dealt with during LD II, (ISTI, 1985).

a. Design Problems

Many of the buildings constructed under NUS used designs that
were inefficient, inappropriate, and inadequate. Often, old standard
designs were used without modification for specific site requirements.
The plumbing and electrical aspects of designs were often inadequate.

Engineers at the district level are often inexperienced and lack
the technical skills required to do good designs. Their standard designs
are unimaginative and under- detailed. NUS engineers often helped to
complete the designs. Engineers are reluctant to take responsibility by
signing their designs, and often district engineers requests directorate
staff to send them designs. Designs were slow in coming because NUS
projects had low priority. (Priority may be due to incentive problems.)

b. Supervision Problems

A lack of qualified supervision is responsible for much of the
poor construction work that then becomes maintenance problem. Workers
often have lack skills and experience and therefore require vigilant
supervision. However, experienced foremen are few. District engineers
do not visit their sites often enough; they claim that incentives and
transportation are lacking. The district engineers also claim that it is
the responsibility of the NUS technical assistance contractor to
supervise sub-projects. Finally, district governments either lack clout
or refuse to exercise it with contractors. As a result, projects often
are behind schedule or are unfinished.

c. Maintenance Problems

Maintenance of public facilities is usually poorly performed.
District maintenance budgets are small and maintenance units are
understaffed. The practice of deferring maintenance is ingrained. NUS
projects are turned over to the service directorates for operations and
maintenance but NUS maintenance funds are turned over to the districts.
Furthermore, many NUS sub-projects are additions to existing buildings,
but project maintenance funds are even inadequate to cover the addition
let alone the existing structure. Part of the reason for insufficient
maintenance funds is because the GOE is slow in releasing the money,
which is part of their contributions to the project.

(2) LD 1I

The urban focus of LD II must initially concentrate on the the
problem issues discovered during the implementation of DSS I/NUS. That
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is, much consideration must be given to upgrading the existing
infrastructure projects as well as implementing new projects. LD II must
do this by improving its technical assistance to the urban districts so
that problems concerning design, supervision, and maintenance can be

-mitigated.

(a) Tmproving Designs

Under LD II intensive skills training will be required for
district engineers. The capacity of the private sector should be
stimulated and utilized, especially where public sector capacity is
extrcemely limited. A percentage of sub-project funds should be allocated
for design work. This proportion should be on a sliding scale to
compensate for the size and cost of the sub-project.

(b) Improving Supervision

Any solution to improve supervision must focus on how to
encourage engineers to visit sites. Tharefore, the GOE and USAID must
find creative ways to supply transportation and travel expenses
(incentives) to the supervisors. A portion of sub-project furds should
be allocated to supervision costs. This can be established and
maintained by the Urban Subcommittee of the ILDC. Though probiematic,
supervision is a critical issue and cannot be ignored or the quality of
projects will not improve,

(c) Improving Maintenance

See Section II.E.1.c.(5), 0&M Maintenance Facilities and

Management, pages 32 and 33 of the PP.

3. Assessment of Local Technical Capacity to Plan, Implement and
Maintain Projects '

a. The Provincial Areas

(1) The Technical Capacity of the Local Units.

Local units have limited technical capacity but it is
improving as a result of participation in local development projects.
Nevertheless, the inability of government to fill technical positions on
the executive councils greatly inhibits the ability of Tocal units to
plan, implement and maintain projects.

The success of DSS I is primari’y because local government
units have assumed a larger share of the responsibility for their own
development. It can be argued that the technical capacity of local units
is not as great as had been claimed during the early years of the
program, but the theovy of DSS I, (that developmznt must be done by local
people to be effective), remains sound.

e
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There are still major problems in the implementation of
infrastructure projects by local units. In fact, if the situation does
not improve many projects will cease to function or at most operate only
marginally. In spite of the existing problems, there is reason to
believe that the situation will improve because there is a growing
willingness by higher levels of government to appoint technical personnel
to fill vacant executive council positions. Governorate officials are
aware of this problem and they wish to upgrade the executive councils
through appointments of the needed accountants and engineers.

In many, but not all parts of Egypt, there are sufficient
technical professionals at the governorate level, even a surplus in some
governorates due to the national employment policy. The crux of the
problem appears to be the unwillingness of urban educated professionals
to live in villages and the unwillingness of the governorates to transfer
these personnel to the village units.

In spite of the lack of technical capacity, the villages
appear more than willing to take on technical projects, because they
perceive the need to do so. Evaluations and project monitoring have
noted that villages are now aware of their Tegal statu: and, as a result,
have become more independent of centraj authority. Many village councils
have changed project plans that were conceived at their governorate
without village consent. Also, it has become common for village units to
implement small locally conceived self help projects. Many villages
donate their own labor to reduce the capital cost of rural water supply
projects so that the systems can be enlarged. (But again,the savings in
capital costs through the use of unsupervised village labor can decrease
project quality and increase 0&M costs).

In conclusion, the villages have the awareness and the will to
implement projects, but they require the in-house technical capacity that
can only be supplied by properly staffing the executive councils, and
increasing, through incentive pay or transportation, the ability of
markaz and governorate technical staff to reach village projects.

- {2) The Technical Capacity of the Governorates and Marakez to
support the Local Units (MHPU Engineers, Ministry of Irrigation
- Engineers, Roads Department Engineers.)

There are many qualified engineers in the governorates. A
Tack of incentives and 1imited work related transportation 1imit their
participation in village.

The governorate and markaz technical staff participate in
planning, do detailed designs for viTlage projects, which they then
review and authorize, and then oversee implementation/construction.
However, much of the above work is done because these employees can earn

N~
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up to 100% of their salaries, per year, in incentives. When incentives
cannot be authorized, such as in BVS, the quality of the work is reduced
or the villages are left to supply their own sub-standard technical
assistance.

Tha capacity to give technical assistance to the local units
by the markaz and govornorate engineers is also recuced by transportation
problems. i villages that implement BVS projects are pemmitted to give
a 1% discretionary fee to technical assistance but this, in fact, only
covars transportation not the fechnical assistance. For LD 1I, a design
and construction supervision fee would become an authorized use of
project funds. This would increase the quality of village activities,
and decrease 0&1 costs, cven though it may slightly decrease funds used
for capital costs.

For operaticns and maintenance, the villages must rely on the
marakez and gnverrorates for levels of maircenance that cannot be
perfonned in the viilages. Most governorate maintenance centers have the
necessary cquipment, (much of it supplied by the DSF Project). This is
not the case in tihe marakez. HMany marakez do nct have appropriate or
sufficient equipment” fo suoport the villages. LD II can better support
village cevelopment by supplying the warakez with necessary equipment to
support th2 villages. Also, tne development of super maintenance centers
(one in cach goverorate) with complete sets of equipment and quality
technical assistance, will improve G&M for service equipment and related
infrastructure,

Normally, water/wastewater projects, building construction,
bridges, slaughterhouses, and bus sheds are designed and reviewed by
Ministry of Housing engineers. Canal maintenance and lining projects are
designed and reviewed by Ministry of Irrigation engineers. All roads by
the Roads Department.

(3) The technical cepacity of the public and private sector
A& /construction firnms who construct local unit projects.

Most design work is done by governorate engineers. Quality of
construction is generally fair but pcor work is also evident. Many water
projects are constructed by private sector firms. The quality of worg is
generally fair to poor. Roaas are normally constructed by either the
Roads Department or public sector contractors; this will vary across
governorates. On average the quality of construction is good, but there
are some technical problems.

(4) Coordination Between Projects

Local projects are not well coordinated.
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From a technical and economic perspective it is vital that
related infrastructure projects, such as roads, water and wastewater
projects have their designs integrated during their planning. These
types of projects are constructed on and under the streets and roads of
the villages. Lack of long termm coordinated planning for these projects
will mean higher costs in the future, since post construction
modifications will have to be made to integrate these projects. USAID
and the LD II Steering Committees should recommend that related
infrastructure projects be integrated through master plans developed at
the governorate level.

b. The Urban Areas

The urban projects financed through NUS are implemented through
the district councils and through private voluntary organizations --
PV0's.

(1)The Technical Capacity of the District Councils

The urban District Councils are, in comparison to rural
village councils, more able to plan and implement projects. MNormally,
District Executive Councils have complete staffs. Therefore, their
engineers can design and oversee the implementation of projects and their
accountants can authorize financing.

Urban District Councils are in a better position than village
councils to conduct needs anaylsis and then make these needs known to
their governorates. The governorates develop project plans based on the
needs analysis of the district councils.

The urban districts and governorates are in a better position
to receive technical assistance. The distance between projects is great
and the more qualified district council technical staff are better able
to absorb technical advice.

Technical staff in the urban districts lack adequate
transporation just as they do in the rural areas. Incentive pay has been
authorized under NUS, but there have been problems in its disbursement.
Therefore, projects don't get the attention that is needed,

The maintenance capacity is limited in the urban areas, as it
is, in the rural areas. Thzre is not enough equipment and maintenance
equipment, is not well maintained. Also, there is no philosophy of
preventive maintenance. Upgrading maintenance centers will be a major
focus of LD II,
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(2) The Technical Capacity of the PW0's

There arc about 1600 PVO's in Greater Cairo and Alexandria
which arve eligible for NUS grants. The major linkage between the PVO's
and the government is through the Ministry of Social Affairs (MSA). The
types of programs that the PVO's are associated with are social services,
such as nursery care, youth clubs, sewing training centers, medical
clinics, educational tutoring, food cooperatives, nei ghborhood
beautification, etc.

It is difficult to generalize about the technical capacity of
PVO's to implement projects because the types of projects that the PV0's
arc involved in are as diverse as the PVO's themselves. If a specialist
is required that is not available within the organization (usually not
the case) one can often be found and asked to contrihute his or her time

to the projects.

PVO's do good neceds' analyses. Being local neighborhcod
organizations, they are more able than government to recognize the needs
of people. This is the real value for PVO's for development. Where
government has the technical capacity and funding to jmplement projects,
the PVO's are more able to conceive projects. Good coordination, and
even collaboration, hetween PVO's and government would facilitate
appropriate local development. -

4. LD I1 Interventions to Improve Local Technical Capacity and
Seloction of lechnology

a. Planning, Design, and Imp1ementatidn Criteria

Criteria designed to improve technical capacity and selection of
technology for sub-activity planning, design, and implementation are
located in Part C.3 of this annex. These criteria can by developed
future by the LD II Steering Comnittees and guide local entities who have
responsibility for planning and implementation.

b. Technical Assistance (TA)

In order to fill the gaps that exist in local capacity, technical
assistance will be provided. Under DSS 1 TA to rural areas was not
adequate. Tha primary reason for this was because neither ORDEY, the
implementing agency, nor the governorates, nor the TA contractor had the
resources to satisfy the needs of
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the 800 + village units. Furthermore, even the villages that were
targeted for the “roving" technical assistance supplied by the
contractor, could not have been expected to absorb technical advice in
segments of one or two hours, once every six months.

The training of trainers programs to upgrade TA, conducted by the
contractors have been more effective, because key people were included.
This type of training will be continued under LD II through the Saqqara
Training Center,

TA in the rural areas, will focus on water/wastewater, the
upgrading of existing projects and operations and maintenance. The
provincial area is large. Therefore, the TA should be concertrated in
regions, preferably with advisors 1iving in that area, or concerntrated
on pilot projects in several governorates each year. If TA is not
concentrated spatially the quality of projects may not improve.

The quality of technical assistance in the urban areas is higher
because the local units (districts) have greater capacity than villages
and because the distance between recipients is not as great. However,
maintenance of service equipment is not adequate. TA to upgrade
maintenance and existing projects will be a primary focus of LD II.

5. 611(a) Requirement

Section 611(a) of the Foreign Assistance Act requires that no
obligation of over $100,000 U.S. funds shall be made "if such agreement
or grant requires substantive technical or financial planning" until;

(1) "engineering, financial and other plans necessary to carry
out such assistance, and a reasonably firm estimate of the cost" to the
U.S. Government have been completed, and,

(2) any necessary "legislative action within the recipient
country" has occurred or can be expected to occur in a timely manner.

.The first consideration of Section 611(a) has been met in the
context of this program. Because this program is focused on de vel opment
of a decentralized planning process rather than on delivery of specific
physical sub-activities, it is the development of this process that must
be adequately planned to meet the requirements of 611(a). In this
respect, a 611(a) analysis of the program is analogous to anlaysing a
project which is setting up an intermediate credit institution. It is a
technical and financial analysis of the institutions' capacity to analyze
and screen applications. This analysis of its operations and lending
criteria must reveal adequate planning. The second consideration of
Section 611(a) has also been met. Extensive legislation empowering local
government to undertake decentralized planning, financial management,
revenue generation, and infrastructure development was passed between
1960 and-1981. No new laws are needed.
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The process of decentralized planning and development has been
throvoughly tested during the implementation of all DSS I activities
(Kerr and others, 1983). For LD II, the requirements for 611(a) would be
satisfied because the decentralized planning process will be adequately
deveioped through through training and technical assistance to local
government. Furtharmore, monitoring and evaluation of the local planning
process by USAID, the GOE, end technical as¢sistance contractors would
highlight areas whzre additional attention will be readed to improve the
process. Through this iterative feedback gradual improvements will occur
that satisfy section 611(a).

The estimates of the cost of the program to the U.S. Government
is based upon the experience gained during DSS I and is firm.
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B. ENVIRONMENTAL CONSIDERATIONS FOR LD 11

1. Introduction

The LD II Program would be implemented by the GOE for the purpose of
accomplishing the decentralization of planning activities. Specific
activities, developed as an integral part of the program, would not
require direct administrative involvement by USAID. The administration
of LD II Program would be such that it qualifies for a Categorical
Exclusion from performing an Initial Environmental Examination, an
Environmental Assessment, and an Environmental Impact Statement based on
AID Handbook 3, App 2D Environmental Procedures 216.2 (c) (1) (ii),
“"A.1.D. does not have knowledge of or control over, and the objective of
A.I.D. in furnishing assistance does not require either prior to approval
of financing or prior to implementation of specific activities that have
an effect on the physical and natural environement for which financing is
provided by A.I.D.".

In spite of this categorical exclusion the LD II Program designers
are concerned about adverse environmental impacts and the quality of
LD IT activities. Environmental TA and training would be included so
that local government implementers of the subactivities are aware of the
environmental consequences of their activities.

1. The Environmental History of the Program Area

The LD Ilactivities will be located in 21 provincial governorates
and the cities of Cairo, Alexandria, Suez, and Port Said.

The program area can be divided into three distinct geographical
areas - urban, Nile Valley and desert. More than 90 % of the inhabitants
of the project area reside in towns and villages, along the Nile River,
or in one of the primary cities of Cairo and Alexandria, or in either
Port Said or Suez. The remainder live in desert oases in the western
desert and Sinai or along the Mediterranean and Red Sea coasts.

Prior to the nineteenth century the Nile River, in Egypt, was a
completely natural river system. FEach year, after the monsoon rains in
East Africa, the river rose and inundated the flood plain along its
-banks. After the flood, the river receded and drained the excess water
from the cultivated and inhabited land.

During the 19th and early 20th centuries the British built a
series of irrigation barrages on the Nile. The nature of the river began
to change as more irrigation was permitted for longer periods each year,
Also, the groundwater table rose, since the river was higher and drainage
was permitted for increasingly shorter periods of time.

After the construction of the Aswan High Dam in 1968 the nature
of the river was completely altered. Year round irrigation was permitted
which increased farm production greatly. However, drainage of the land
could no longer occur naturally, but required human intervention. The
Egyptian government has drained 2.5 million fedans of agricultural land
and plans to drain another 2 million fedans in the future.

n
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During this period of great human engineering on the Nile, the
urban population also grew rapidly. Today, the towns and cities along
the river are extermely crowded and are still growing. As a result,
poliution of the air, water, and streets, with high concentrations of
smog, liquid and solid waste, is ubiquitous.

. The desert areas cannot support the high population densities
characteristic of the Nile Valiey. Land reclamation. projects, in the
Western Desert and along the fringes of the Delta are being implemented.
Lack of fresn water is the major problem in this area. For example, as
vater is pumped from deep wells in the hew Valley in the Western Desert
the water table continues to fall and the cost of human habitation

rises. In desert coastal areas, because the aquifer is intruded with sea
water and there are small amounts of seasonal rainfall, habitation and
dry land agriculture are possible through the use of brackish water wells

and cisterns.

3. The Major Environmental Concerns in the Project Area

a. The Rural Areas

(1)The Nile Valley

The major environmental concern in the Valley is too much

"Throughout the Delta and in many parts of Upper Egypt, the
groundwater Tevel lies close to the ground surface, often
within a meter of less. Groundwater levels have tended to
rise over tne past 10 to 20 years because the Aswan High Dam
has allowed irrigation throughout the year instead of only
seascnally as in former times. The rising groundwater levels.
are causing the formation of wet areas in villages resulting
in damp floors and weakened foundations in houses built of
unfired mud bricks. Further aggravating this wetness problem
is the lack of proper sewage and wastewater disposal
facilities in most villages. Where the soil is nearly
saturated with groundwater, little infiltration of household
wastewaters occurs and the low, wet areas soon become
permanent pools of sewage. The high groundwater/wastewater
disposal problem becomes even more acute with the introduction
of piped water. As potable water use increases, the amount of
wastewater discharged to the surrounding area also increases
and the general soil saturation, dampness, and standing pools
of sewage grows worse." (from the BVS Evaluation, March 1984),
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b. In the Desert Areas

Problems related to the lack of water and the attempt to
utilize desert areas for agriculture and human settlement. Settlements
located on the fringe of the Nile Valley, and ‘along the Suez Canal are
able to exploit relatively inexpensive shallow wells. Settlements deeper
in the deserts, however, such as New Valley, have been forced to drill
deep wells to satisfy domestic and agricultural needs. As a result, the
water table, containing ancient fossil water, is falling and the cost of
water and living is rising.

While the situation in coastal desert areas is not as serious
as inland areas, the cost of fresh water remains high. Bedouin
settlements have existed for centuries in the coastal areas by capturing
the 1imited seasonal rainfall and storing it in cisterns or by digging
shallow wells that tap brackish water aquifers.

Today, Egypt is building a tourist sector and settling excess
population in towns in the coastal areas. Therefore, fresh water and
sewerage are fundamental requirements. Currently, fresh water must be
transported by railway, truck, or pipeline from the Nile Valley or
transformed from brackish water by one of several desalinization
processes. All methods used are expensive.

b. The Urban Areas

The major environmental problems in the urban areas are the
result of a combination of explosive population growth, insufficient and
inadequate infrastructure and neglect. The results have been high levels
of air pollution caused by industrial and vehicle emissions, and sewage
lagoons in crowded neighborhoods due to the neglect of maintenance or
inadequate sewerage capacity. Also,there are many unwatered/unsewered
areas of cities because infrastructure development cannot keep pace with
the rising demand for housing.

There are over 4000 tons of solid waste generated each day in
Cairo and large, but unknown, amounts generated in Alexandria, Suez, and
Port Safd. Traditionally, a group called the Zabbaleen have collected
some of the garbage in Cairo. However, quantity now being generated has
outstripped both the Zabbaleen and the Governorate of Cairo refuse
collectors. Small solid waste dump sites dot the cities' neighborhoods,
and large, usually burning, dumps can be found on the urban fringes,
often near informal housing sites.

4., Measures to lessen Environmental Problems under DSS I

a. The Provinciul Areas

1. In the Nile Valley

The Environmental Analysis for BVS based on the premise

that any environmental concerns would be within the three major
categories of infrastructure projects: rural roads, water supply and

P
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sanitation, and canal maintenance and liding. The Analysis anticipated
that there was the potential for environmental problems associated with
high groundwater and potable water projects.

(a) Rural Roads

In spite of the fact, that under DSS 1/BVS over 4000 km of
gravel and asphalt rural roads were constructed, major negative
environmental impacts have not been noted., The BVS rural roads are
generally small inter village feeder roads, constructed on existing lanes
and streets,that were designed to improve accessibility.

Initially, B3VS funding criteria stipulated that the roads
be gravel and not paved. However, due to the increasing flow of vehicle
traffic into rural areas the BVS gravel roads experienced much wear and
pot holing. The governorates decided, therefore, to pave the gravel
rcads with governorate funds. The paving increased the service 1ives of
the road projects and the operating lives of local vehicles. In December
1983 the 1AC decided to change the BVS funding criteria for roads to
include paving.

(b)Water Supply and Sanitation

It became apparent early in the BVS Project that there
would be wajor envirormental concerns associated with water supply and
canitation. As indicated in sections three and four above, village water
supply projects are not the primary cause of negative environmental and
health impacts in villages, but tiat they do contribute to the overall
problem of high groundwater. In many villages, canal seepage is a
greater contributor to high groundwater, than is potable water.

Nevertheless, the implementers of the BVS project
identified the delivery of potable water into villages without wastewater
systems as one probabie cause of groundwater mounding under villages and
thus a threat to environmental health. Many villages, especially in the
Delta, have experienced inundation of their latrine pits with
groundwater. Septic pools can be observed in low areas of in many
villages, as a result of high groundwater or canal seepage.

BVS began to work on the ground water/vastewater problem in
1983. However, BVS involvement in wastewater activities developed
slowly, wainly because of the nature of the DSS I program, which allowed
local government to take the lead in determining its own priorities in
the implementation of projects.

Initially, local government and village councils decided
that their first priority was for the delivery of potable water. Now
that this demand is being satisfied, local people realize that their
excess wastwater is unsanitary, and must be removed from their villages.
In villages being served by potable water systems, wastewater removal is
now top priority.

WM



- 2C/25 -

Approximately 150 groundwater lowering projects were
implemented under DSS I. Most of these projects were converted into
sewerage projects intentionally or by environmental circumstance,due to
high groundwater. This was a clear indication.of correct needs analysis,
by villages, but incorrect project identification. However, this was not
the fault of the villagers, because low cost appropriate technology rural
wastewater systems have not been available in Egypt. This problem is now
being addressed by the BVS Project and will be a major focus of LD II.

In 1983 BVS funded two groundwater lowering demonstration
projects, in two Delta villages, that have proven very successful.
Village units with similar groundwater problems have observed the two
pilot systems and constructed similar systems. Nevertheless, the
demonstration projects are for replication only in villages where high
groundwater has not mixed with sewage.

In 1985 BVS organized a sub-activity, under the Chemonics
contract, to seek low cost, appropriate technology, household and
community solutions to the groundwater and wastewater problems. Through
this sub-activity, Chemonics currently has four full time engineers
developing preliminary designs for six wastewater pilot projects in
Menoufia and Damietta. The preliminary designs will be completed on 30
June, 1985. If the designs are approved by USAID and the IAC of ORDEV,
the implementation of these pilot activities will begin under LD II.

(c) Canal Maintenance and Lining

A major contributing factor to the village groundwater
problem, that is often underestimated, is from the seepage of water from
unlined or improperly lined canals.

A minor activity of the BVS project is canal maintenance
and lining. Proper 1ining and waterproofing of canals could be an
important mitigating factor in the village groundwater and wastewater
problem. However, many canals are not waterproofed or show evidence of
cracking and deterioration. This activity deserves more atitention under

LD 1I. .-

(2) In :zhe Desert Areas

To satisfy the water needs for agriculture and settlement in
the Western Desert DSF supplied twelve deep well pump sets and
accompanying generators to the marakez., BVS funds enabled the
development of water supplies. "Project costs, per capita, remain high in
this area and lack of water will continue to plague development efforts.
For these reasons, it appears justified for USAID to scale back its
funding for this area. Additional funding could mean more in-migration
and more exploitation of an already fragile environment, which may not be
in the best interests of the existing inhabitants.

>
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For the desert coastal areas, the water shortage is not as -
critical as for the inland areas, since brackish water has 1imited uses ~
and fresh water can be imported, although at high cost. DSF and BVS have
supplied thirteen desalinization units to coastal towns on the
Mediterranean and Red Sea Coasts as a means to develop local fresh water

supplies.

hAsecond concern for the desert coastal towns, including Sinai,
is their sewage. Many of these towns are developing to serve tourism and
nev settlers, but they have not soived their wastcwater problems.
Seaward outfall of sewage may be an easy interim solution, but this is
pclluting the very beaches that are required for the survival of the
tourist industry. This did not receive attention under DSS I but may
be of concern to LD II.

. b. The Urban Areas

The Initial Environmental Examination prepared in 1981 for the
Neighborhood Urban Services Project--NUS, stated that,"Environmental
activity, individually, is anticipated to be small, localized, and of
positive benefit. Neighborhocd projects may involve street cleaning,
garbage collection, sanitary improvements, or repairs of public water
supplies. However, the ccmposite statistics for disposal of street
sweepings, solid waste and vault discharge, if concentrated, may result
in environmental degradation of other areas. [Furthermore], unless
coordinated with master planning efforts, interim solutions to physical
problems may strain existing municipal resources for supply of potable
water and sewerage and existing collecting facilities."”

(1)Greater Cairo and Alexandria

The types of activities implemented under the NUS Project have
attempted to improve the quality of 1ife for the urban residents of Cairo
and Alexandria by improving their
neighborhood environments. NUS is an example of a project
that has attempted to be more effective through actions taken
to mitigate environmental impacts. MNevertheless, Cairo's
environmental problems are enormous and growing and NUS has
not been able to address the tremendous needs the cities
have.

(a) Solid Waste Management

The enormous solid waste problems in the urban areas has
fostered a public awareress of the problem and a desire for solutions.
Law 284 of 1983 formed the Cairo Cleaning and Beutification Authority
(CCBA), as the entity responsible for the collection and disposal of
solid waste. (There is a similar organization for solid waste collection
in Alexandria.) The efforts of the CCBA and the Zabbaieen, together, are
inadequate in dealing with Cairo's solid waste problem. The CCBA Tacks
the appropriate equipwment to execute its designated role, and the

Zabbaleen are too few. The fleet of refuse collection equipment is very
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mixed, with obsolete worn out vehicles to the most modern compaction
trucks. Furthermore, maintenance is inadequate and vehicle downtime is
high. The NUS activities that have addressed the above problem include
the provision of seven plastic bag factories and 207 four wheel tractor
carts to 19 districts. Aided by anti-litter awareness campaigns, the
plastic bags have supplied a means for households to store and dispose of
solid waste. The tractor carts have enabled refuse collectors to remove
solid waste from neighborhoods with streets too narrow for refuse
trucks. NUS has also developed a equipment maintenance program to
upgrade maintenance and service vehicles for Greater Cairo and
Alexandria. NUS solid waste activities have been successful, but have
only focused on the collection side of the solid waste problem,

(b)Public Tap Stand and Sewerline Construction

Many informal housing areas do not have hookups for potable
water or sewage. The NUS Project has supplied 72 public tap stands, with
eight taps each, to unwatered urban areas. Also included in this
activity are 9500 meters of water distribution lines, which are connected
to urban supply lines. Removal of wastewater has not been neglected by
NUS. Over 16,000 meters of sewer lines and 10,300 meters of vertical
sewer lines (building drains) for apartments, have been connected to low
cost/informal housing neighborhoods. Treatment of sewage is beyond the
scope of NUS, and is being supplied by other GOE/USAID programs.

(c) Street Paving

Unpaved streets and alleyways in urban neighborhoods are
usually pot-holed, rutted and dangerous for pedestrians and vehicles.
They are also ideal receptacles for standing pools of septic water, NUS
has attempted to mitigate this problem by paving 812,000 meters of
streets and alleys in Cairo and Alexandria.

5. Measures to reduce Environmental Problems in LD II

a. In Provincial Areas

- Presently, low to medium cost appropriate technology
wastewater/sanitation systems are being developed as interim solutions.
These systems should prove adequate for Egypt for the near future, until
area wide water and wastewater companies can he financed and constructed
to serve entire marakaz or even entire governorates.

There are also other measures that should be considered
under LD II to mitigate the wastewater problem. Initially, the
wastewater problem should be attacked via potable water systems, before
the potable water becomes wastewater. Water supply systems are not
adequately constructed. Tanks leak or they are off line. Pipes are
porly laid and joined, they commonly lose up to 70% of the water that is
pumped through them. Therefore, fixing these rundown systems should be
top priority for LD II. Activities that decrease wastage may be more
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important than groundwater lowering projects in ridding villages of
septic pools and backed-up latrines. Canals near villages contribute
unseen dut high amounts of groundwater to villages. They should be lined
and waterproofed. A new lining procedure that is effective and
inexpensive has been implemented by the FAO in Behiera on a pilot basis.
This method should be explorced by USAID and the IAC.

Six dcmonstration projects in two Delta governorates using
appropriate technalogy solutions for wastewater collection and disposal
are being implemented. The solutions in order of precedence are: small
bore variable grade sullage networks, wastewater stabilization ponds,
sludge drying, neighborhood solid waste receptacles, and improved
latrines. It is hoped that solid waste receptacles will keep drains from
becoming clogged with refuse.

At the present time, there is a growing debate in Egypt
concerning the most appropriate types of water and wastewater treatment
plants. DSF has supplied 33 surface water compact treatment units to a
aumber of Nile governorates. Also, private firms are selling compact
water treatnment units, claiming that they are small and "easy"” to
operate. The fact remains that these units have not really been proven
in the environment. LD II will continue the study of these units to
ascertain their econcmic and environmental appropriateness.

A situation such as this occurred, recently, in a Delta
governorate. The local politicians ware told that the compact unit was a
good answer to their wastewater problems and, furthermore, utilized
Jittle land. MHowever, when the yearly operations costs were calculated,
it was found that the system probably could not be financially supported
by the governorate. Furthermore, the off-shore firm that sold the units,
roughiy estimated that the areas'liters Per Capita Per Day (LPCPD) water
consumption was 55. A more recent detailed study has calculated the
LPCPD to be 140 in the project area. Therefore, the system probably
cannot support the current demand let alone future demand.

For LD II, USAID and the GOE should consider more
appropriate wastewater systems, such as: stabilization pornds, and
aquaculture ponds. Thesc systems do utilize more land but they can
probably be maintained in Egypt using mostly local material.

Finaly, the land issuc in Egypt cannot be underestimated.
It is of paramount importance and will play a large role in the selection
of all treatmant units. This is the primary reason that many local
governments ave opting for small but compiex treatment systems, such as
compact units and oxidation ditches.

USAID under LD II will study, over time, the units that
have already been procured to ensure that this technology is appropriate
and can be maintained under local conditions.

U
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The situation is similar with the wastewater
treatment issue. Land is nearly sacred in this country, where 95% of the
land is not usable. Consequently, it is not difficult for a private firm
- to sell local politicians compact wastewater treatment plants that are
claimed to utilize small amounts of land and dre "easy" and “inexpensive"
to operate, Therefore, all proposals submitted to the PSC/USC or local
government, from public or private sources, for treatment plants should,
in great detail, estimate capital costs, long temm recurrent costs,
operator qualifications requirements, and actual land requirements.

The evidence so far indicates that this type of detailed information is
not being supplied to local government. With this type of information in
hand, local governments will be more able to estimate the trade-offs
between land requirements and the most appropriate treatment systems for
their constituents.

(2) The Desert Areas

The per capita water requirements and per capita costs for
water systems in the inland desert areas are high. Furthermore, from an
environmental perspective it may not be wise to induce more migration
into these inland deserts where the water table continues to drop. For
these reasons, it may be justified for USAID under LD Il to reduce
funding to this area. Additional exploitation of this fragile
environment may not be in the best interest of the existing inhabitants.

For the desert coastal areas that are already using
sophisticated desalinization and demineralization units, the use of more
of these units will be considered under LD II. As is the case with the
river water/vastewater treatment units used along the Nile, questions
concerning cost and appropriate technology arise. The operations of the
existing units should be studied prior to the purchase of new units to
ensure that this technology is appropriate. Finally, cost comparison
analysis should be done to ensure whether the desalinization units, over
the long term, are more cost effective than the transport of water from
the Nile by pipe or other means.

3. In the Urban Areas
I

. NUS activities have a positive effect on the urban environment.
Under LD I1I, urban activities would follow the same activities trend set
by NUS but include more emphasis on the rehabilitation of educational
facilities and the upgrading of maintenance centers. The primary
emphasis of NUS was on the collection of solid waste and removing it from
immediate neighborhood environments. This activity benefited the local
neighborhoods.

Today, there is rising concern for the ultimate disposal of the
solid waste. The Governorate of Cairo is closing three nearby dump sites
because of air pollution and the potential for leachate contact with the
watertable, Cairo plans to develop sanitary landfill sites to replace
the dumps. It is likely that Egypt and other donors will fund the

NS
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sanitary land fill project(s). USAID has no plans at this time to fund
these projects but has been asked to supply technical assistance. If
under LD II, USAID does become involved in the funding of urban sanitary
landfill projects an environmental assessment or impact study will be
performed.

C. ENVIRONMENTAL AND TECHNICAL PLANNING AND DESIGN CRITERIA

1. Introduction

The designers of LD II recognize that there have been environmental
and technical concerns associated with various DSS I project activities
and that there is the potential for these same ilypes of concerns in
LD IJ. As a means to improve the quality of project design and
implementation,a list of planning and design criteria, presented here,
can serve as a guide to the appropriate Provincial, and Urban committees.
The committees would make recommendations to the local government
entities who receive and utilize LD I1 funding for implementing local
projects.

Planning and design criteria do not guarantee that project quality
will automatically improve. PRecomnendations take time to be absorbed and
become institutionalized. 1In order for this to occur, the project
imlenenters must be aware of the value of the recommendations and be
reminded, on occasion, when environmental and technical planning and
design criteria are being violated. For criteria to be meaningful the
process should be a learning experience for the project designers as vell
as impiementers.

The criteria would be passed by the ILDC and be built into the
technical assistance and technical training.

2. The Monitoring System

Next, tha iterative system of field monitoring can further integrate
design criteria into the implementation of local projects if local
implementers recognize wmenitoring as being a useful learning tool for
themselves and as a method of making their needs known to higher
authorities. Including those orgenizations currently monitoring DSS 1
activities, LD II will attempt to bring the technical offices located at
the local lewal into the monitoring system of the program. By placing
part of the monitoring system at the Tocal level, where the projects are
implemented, the recomrended planning and design criteria and monitoring
findings should beceme wore meaningful to project implementers.

3. Planning and Design criteria for the Technical and Environmental
Aalysis of LD Il

2. YWater and Wastewater

The greatest potential for environmental concerns exists within
the water/wastewater area. As 2 result, the majority of design criteria
recomnendations will fall within this area.

. q\@
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(1) Potable water projects and wastewater projects should be
considered as a continuum of systems and constructed in sequence. When a
village requests and is granted a potable water project, it will be
understood that a wastewater or sanitation project will be undertaken
next.

Discussion:

It is preferable from a technical and economy perspective to
construct a piped wastewater system before or during the construction of
a potable water system, since wastewater lines are normally deeper than
water lines. If a wastewater line is installed after the construction of
a water Tine, some parts of the water line may have to be removed in some
locations and reinstalled, thus adding to costs and inconvenience.
However the reality of local development in Egypt, with it's scarce
resources, will probably not permit the construction of water and
wastewater systems together. The high cost per capita and per local unit
would restrict wide spread development activities. Furthermore, low cost
appropriate solutions, now being developed, may not require piped
sewerage in all locations.

(2) A1l water/wastewater projects should have a detailed
design and qualified construction supervision. An average of 10% of each
project's funds should be estimated for a detailed design, and 5% for
qualified construction supervision. The actual percentage figure should
be calculated on a sliding scale to compensate for variable project costs
due to project size.

Discussion:

Engineers for the World Bank rehabilitation of the Beheira
Water Company claim that entrenchment and pipe laying,by villagers, is of
very low quality, mainly due to a lack of qualified supervision. Much
" recently installed pipe from village water projects has had to be removed
and replaced with new pipe under engineering supervision.

Governorate Ministry of Housing engineers design and oversce
construction of village water systems after office hours; they should be
compensated for this activity. By law, they can accept 1imited
incentives through their governorate, of up to 100% of their yearly
salaries. This type of incentive program has not been available to them
from AID funded projects, which has caused neglect of those projects. If
they were fully compensated for this design work and construction
swervision the quality of projects may improve. Furthermore, this may
also stimulate greater private sector involvement in design. Private
sector engineers should be the major target for the future, because the
Housing engineers are now forced to review the same work that they
design. But for now, the major group targeted <hould be based on local
capacity ;give the work to those who can do it novw, and simultaneously
build capacity for the future. ' '

4\
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(3) Before additional water pumps are approved for procurement
a water wastage survey should be conducted in order to establish the
presence of wastage in the system.

(4) Before additional water pumps are approved for
procurement, beyond the design capacity of the system, the community will
be required to repair any water storage facilities (tanks) that are off
line.

Discussinn:

Prefer to live in single story rather than high rise housing,
is that water pressure is typically low for high rise dwellings. This
contributes to settlement sprawl and the unwarranted use of agricultural
Jand, Water systems that make full use of gravity flow faciiiiies, (water
tanks), cnsure proper water pressure for high rise dwellers.]

(5) Flow restriction devices should be utilized in all potable
water projects to meet established liters per capita per day demand, but
not more, in order tou reduce wastage.

Discussion: Recommendations such as 3, 4, and 5 could have a
major impact on waizr wastage in systems whare there is significant
Teakage. (Above 20% should be considared significant in Egyptian water
systems. Fstimates of wastage are between 20% and 70%. The Binnie/ Taylor
engineors in Beheira estimate 60% wastage due to Teaks in Behzira rural
water systems.) lfny means that reduces water wastage will reduce the
required capacity and cost of wastewater or sanitation systems and could
have an impact on reducing perched water tables under villages.

(6) The recommended quality for water supply are the Vorld
Health Organization's "Internalional Standards for Drinking Vater", Third
Edition (1371) {C] . Tivse standards are quite rigorous and may be
difficuit to meet, and should be considered as a long term goal. The
immediate goal should be safe water in adequate amounts.,

7) Water treatment systems thet requive large amounts of

imported cquipment should only be used if there are no other alternatives.

Discussion: Compact Water treatment systems that arc imported
form of f-shore rely on imported parts and high technology. The cperation
of these systems should be obscrved over time, in order to detevmine
their appropriatencss to the enviromment. Existing units that have been
procurcd through DSF or purchased by lTocal governrent should be test
cases.

4
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(8) Because USAID has already imported a large quantity of
package water treatment units, LD II should develop a special training
activity for treatment unit operators if it is determined that the
initial training provided by the suppliers is insufficient or
inappropriate.

(9) Each village water/vastwater project should have a
operations and maintenance manual.

Discussion: The manual should contain an explanation of
project components, including specifications, operating capacities and
Timitations and waintenance requirements. The manual should give an
exaiple of a periodic maintenance plan.

10) In governorates where water companies are in existence, LD
IT water projects should be coordinated with he master plan of the water
company through the executive council of the governorate.

Discussion: Where it is anticipated that an LD Il water
project, designed for self contained use for the present time, will at
some point in the future be connected to the water commany circuit, the
LD II system should be constructed with water company specifications
under consideration.

11) Water and wastewater systems should be selected on the
basis of relative cost analysis and appropriate technology

Discussion: It is not cost effective to build large amounts of
extra redundancy into water and wastewater systems, at high cost, to
compensate for poor operations and maintenance practices. It is more
effective to upgrade operations and maintenance. :

12) USAID, under LD II, should commission a study to determine
whether or not the standard A-C pipe coupling used in Egypt is adequate
in prevanting leakage.

b. Canal Maintenance and Lining

(1) Canal maintenance and 1ining projects should be adequately
waterproofed.

Discussion: Many villages located irrigation and drainage
canals experience water seepage from unlined canals and lined canals that
are not properly Tined or waterproofed. This is a major cause of high
groundwater in these villages. The FAO has implemented a pilot project
in Behiera line canals with inexpensive waterproofing material. This
should be explored by USAID.
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¢. PRoad Projects

(1) A1l road projects should be constructed from detailed
designs. Design and construction supervision fees should be included in
the project cost.

(2) During road construction activities the public health of
local inhabitants must be considered. Dust should be kept under control
through spraying. Embankments should be reseeded as soon as possible,
Truck traffic should avoid densely populated areas if possible.

(3) New road projects should avoid natural areas and
archeological sites.

d. Solid Waste Management

(1) The ultimate disposal of solid waste either by land fill
or incineration should be preceded by an environmental assessment.

: Discussion: Tiere are no plans at this time for a solid waste
disposal activity for LD II. However, if the urban component of LD II
does become involved in a disposal activity, because of its association
with collection activities the implementers must be aware of the
envi roninental impiications of ultimate disposal.
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D. Environmental Certification -- attached.
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memorandum

07 August 1985

DR/UAD, John C. Starnes, Mission Environmental Officer

LDII Project Paper
Environmental Analysis

DR/LAD, Fred M. Pollgck

Dr. Stephen F. Lintner, Bureau Environmental Coordinator, has
delegated final approval authority for the environmental review of
the LDII Project to the Mission Environmental Officer,

The LDII Project will Le administered by the GOE for the purpose
of accomplishing the decentralization of planning activities.
Specific activities will br developed as an integral part of the
project and will not require direct administrative involvement by
USAID, USAID will commit funding to this project prior to the
development of these specific activities.

The administration of the LDII Project is such that it qualifies

_ for a Categorical Exclusion from performing an Initial Environmental

Examination, an Environmentai Assessment, and an Environmental
Impact Statement based on AID HANDBOOK 3, App 2D Environmental
Procedures 216.2 (c) (1) (ii) "A.I1.D. does not have knowledge of or
control over, and the objective of A.I.D. in furnishing assistance
does not require, either prior to approval of financing or prior to
implementation of specific activities, knowledge of or control over,
the detaiis of the specific activities that have an effect on the
physical and natural environment for which financing is provided by
A.1.D.".

The project focus is on the development of a decentralized
planning precess. It is apparent that environmental and technical
mistakes are likely to result in the course of project
implementation; however, LAD staff has recognized that there is a
potential for adverse environmental impacts. Accordingly, they have
inciuded within the Project Paper an excellent set of planning and
design criteria which could mitigate adverse impacts. These
guidelines were developed as a result of field experience with
previous projects and as a result of discussions with various
technical experts. The criteria is to be incorporated into the
technical assistance and training that will be offered by USAID
technical assistance contractors and the Saggara Institute of ORDEV.

In an effort to encourage villages to select appropriate

techrology choices, pilot projects will be developed. These pilot
projects will demonstrate low-cost, appropriate technology.

(
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It is noted that the planning and design criteria can only be
recommended to the project implementers. It is recognized that
considerable time will be required before the criteria will be
accepted.

A monitoring system is proposed; however, the magnitude of the
project is such that it will be virtually impossible for AID to
monitor in detail each individual activity. Hopefully, the
monitoring program will be sufficient to determine whether the
general trend of the LDII Project is providing adequate
environmental safeguards during implementation. I am concerned that
the monitoring program is in reality little more than an "after
project evaluation“. The nature of the project is such that it is
unrealistic to think that funding will be stopped if the criteria is
not followed.

The writers of the LDII Project Paper have indicated a keen
awareness of the environmental concerns associated with this project
and have developed an excellent environmental program considering
the constraints imposed by the nature of the project. With proper
management, the proposed program should adequately address major
environmental concerns. Accordingly, I am approving the
environmental program inciuded within the paper.

cc: LEG/AD, KO'Donnell
0D/UAD, FZobrist
AID/Y ANE/PD/ENV, SLintner
AID/W ANE/PD/ME, TTiff
AID/W ANE/TECH/SARD, BMiner
AID/W GC/ANE, RJohnson

DR/UAD:JStarnes:js:8/11/85 5522D
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ANNEX 2D:
Social Soundness Analysis

I. Sociocultural Feasibility

A. Compatibility of Local Development (LD) II with the Sociocul tural

and Political Environment

The sociocultural and political environment in which the LD II
program will be carried out is one of increasing local autonomy and
limited, but 1increasing democratization of decision-making for the
provision of basic services to urban and rural citizens. The USAID
Program objectives are consistent with the GOE philosophical commitment
to a Program of Decentralization. For example, during the April 10, 1985
meeting of theé GOE technical committee for the design of LD II, H.E.
Hassan Abu Basha, Minister of Locatl Government, stated that the LD 1II
program “"is all in support of a democratic process of government." He
pointed out that all projects must be approved by 7local councils who
express people's needs, and then monitor, and supervise projects."
Concerning broad-based participation, the Minister stated that "local
units must mobilize people....without this we cannot cope with
development demands.” (Excerpts from a speech by Minister Abu Basha at
the April 10 AMANA meeting. See G. Kerr memo, May 16, 1985).

By law, local government units have substantial administrative
and management responsibilities to carry out a wide range of tasks in the
delivery of basic local services, but they lack sufficient resources,
experience and technical assistance to effectively plan and implement
activities at the 7local 1level. During the DSS I Program, local
government has proved that they can assess local needs and plan
projects. However, they did not receive adequate technical assistance
from the directorate offices located in the marakez and the governorates
so that high quality projects could be implemented.

This program would be a continuation of the Decentralization
Sector Support (DSS 1) program designed to assist the GOE establish the
institutional capacity to plan and implemen*t. the plans for 1local
development at the national and 1local leveis and a national budget
process allocating adequate funds for decentralization. The expansion of
the process set in motion under DSS 1, namely the LD II program, is
compatible with the sociocultural and political environment of increasing
lTocal autonomy to provide basic services to urban and rural citizens.

Since the mid-1970's Egypt has been changing 1its local
development strategy from one of directing economic development from
central ministries to one which places responsibility and authority on
Tocal governments to confront and solve local development problems. A
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series of enabling laws were enacted throughout the 1970's in the
"People's Assembly that have changed Egypt from a country with local
administration controlled from Cairo, to one with local government which
increasingly democratizes the decisions made to bring about economic
development. (Decentralization Sector Review/Analysis, Sector II PID:
USAID/Cairo, May 1984).

B. Compatibility of LD II with Existing Administrative Structures

In Egypt, a local government system is already in place and the
legal basis for decentralization has already been established. The
relationship between governorates and central government is changing and
being redefined. For example, governors and governorate popular councils
do enjoy increased responsibility and status in the overall system.
Governorates are increasingly responsible for much of the implementation
and management, of public infrastructure and services, such as basic
education, health, water and sewerage and roads.

Governorates do not, however, have effective fiscal control
because of currently structured central-local fiscal relationships. The
LD IT program goal of institutionalizing a process that will provide the
wherewithal to improve . operation and maintenance expenditures for
services, equipment and infrastructure cannot be fully realized unless
the fiscal system under the direction of the Ministry of Finance and the
Ministry of Planning is decentralized. Furthermore, local village units
do not have effective fiscal control because local accounting units have
not been established by their governorates. Establishing accounting
units to villages will be a policy dialogue issue for LD II.

The substantial progress made by the GOE to decentralize
decision-making to local government over the past several years will be
hampered until some structural changes occur in the central-local fiscal
relationship. However, LD II will utilize a fiscal model that will
enable the GOE, through its contribution to LD II, to develop a system to
finance the operation and maintenance of infrastructure. If this system
is successful and becomes institutionalized, an environment will exist
where the necessary GOE central-local structural changes can occur.

El. Population and Beneficiary Profiles

A. Density, Location and Beneficiaries

The targeted population 1is 1low income residents in urban
districts and provincial cities and rural villages.

The vast majority of these residents Tlive in highly congested
conditions where social and economic infrastructure is either woefully
inadequate or non-existent. Many "villages" range from 20-40,000 in
population size and urban districts in Cairo and Alexandria may have a
population of 1,000,000 or more inhabitants. (Sector 11 PID,
USAID/Cairo, May 1984).
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The indirect beneficiaries of the program will be the low income
inhabitants of these rural and urban districts in the 26 governorates of
Egypt. The direct beneficiaries will be the 1100+ village and district
Jurisdictions with increased ability and authority to provide basic
services. Although the beneficiary focus will be on the public sector,
benefits will also accrue to the private sector: most of the
infrastructure subproject activities will be performed under contract by
private Egyptian firms; and the LDF project directly and dindirectly
benefits private individuals.

B. Benefits Accruing to Targeted Populations

This program is expected to expand the socioeconomic impact
realized under DSS 1 where the quality of rural and urban 1ife was
substantially improved by infrastructure development. The value of water
subprojects was increased by at least 25% due to local contributions. As
a resuit of the investment in improved roads, water supply and canal
systems, villages (which already had electricity) were considered by
inhabitants as better places in which to live. In instances where
villages were near major towns suffering from housing shortages, it was
found that some people chose to live in the village and commute daily to
their work. Roads built facilitate movement to and from the villages, to
farms and to towns and markets. Water systems constructed help improve
village sanitation and cleanliness. This is dinstrumental in making
villages safer places in which to live.

C. Local Participation

One of the major idissues of 1local development 1is local
participation. This can be achieved not only by passing laws and
legislation but also through the continued upgrading of the capabilities
of local people to decrease their dependence on the central government.
This was a primary objective of DSS I and will continue to be under LD II,

Local revenue generation is one of the most pressing issues
facing the localities. Local resource mobilization, user charges and
people's participation are the major issues that must be addressed in the
process of strengthening local development. (Local Development II (LD II)
Overview, p.9).

Local jurisdictions wusually 1lack the cuthority, dncentive
structures and resources necessary to adequately address local needs.
The central government exercises authority over most resource and
expenditure decisions which has served to create conditions of local
passivity and dependency on central handouts. LD II is designed to
alleviate these constraints through institutional reforms at all levels
of government by increasing discretionary authority and incentives for
local jurisdictions "to mobilize resources in addressing their own
development needs. These ¢xpanded capacities and opportunities for local
retention and control of revenues will provide a stronger set of social
and economic incentives for local constituents to participate in
se]e?ting and financing projects which yield immediate and direct
benefits.
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IT1. Obstacles to Full Realization of Project Purpose

A. Lack of Fiscal Decentralization

One of the obstacles to full realization of the project purpose
is the lack of fiscal decentralization. Decentralization of
decision-making and the motivation (for local resource mobilization, to be
fully effective, must be based on 1local control of expenditures,
particularly for Bab II (non-labor recurrent costs). Without this
control, local governmentsaswill be reticent about mobilizing resources.
(Working Paper 13, p. 16).

Control over local expenditures alone will not be enough to
constitute substantial decentralization. Concomitantly, revenues must be
generated to permit decisions on the level of expenditures. For example,
if increases in new operations and maintenance expenditures are to be
financed by mobilization of revenues at the local level, greater revenue
raising capacity must be available. Those taxes and fees over which the
local governments have control are currently too limited and the rates
which can be applied are limited even further, as authority for increases
must come from the Cabinet.

Two major advantages would result from an improved legal
arrangement and atmosphere for mobilizing 1local resources. First,
service delivery will improve as 1local governments have adequate
resources to operate and maintain the facilities. Second, the necessity
for central government transfers will be lessened as local governments
generate more of their own resources. This cannot be a complete
substitution, but the necessity for central taxes to support” local
services provision can be lessened.

Another major obstacle to full realization of project
implementation is weak horizontal communication and linkages at all
levels of government. There is a need to improve and strengthen
horizontal linkages between 1ine ministries. For example, the January
1985 NUS evaluation report points out the need to strengthen Tlinkages
between the governorate level directorates and their district Jevel
departments.

The delegation, to governorates and districts, of
responsibilities formerly retained by central government ministries
requires horizontal cooperation among a number of semi-autonomous service
departments to respond to local needs. LD II will increase its
involvement at the marakez and governorate levels in order to facilitate
improved coordination amongst all levels of local government.

(v
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One strategy for creating horizontal communication is ministry
and governorate coordination of programs through the Sector Steering
Committee (SSC), Sector Subcommittees, the AMANA, and through the
governorate level LDCs. The purpose of these coordinating bodies is to
provide a mechanism for horizontal communication and cooperation.

Another strategy for improving horizontal or lateral linkages
would be management workshops for district chiefs and team building
workshops in the districts for district professional staff.,

The district chief is pivotal to this local problem solving
process, and for this reason one type of workshop should focus on helping
nim to understand his management options and improve his skills at
maintairing lateral linkages among the units of his domain and how to
coordinate with service departments and water authorities, and how to
Create a team out of disparate unit representatives.

IV. The Role of Private Voluntary Organizations (PVOs)

The Neighborhood Urban Services Project (NUS) has provided
substantial support for building the capabilities and performance of
Private Voluntary Organizations (PVOs) in urban community development.
The evidence of success justifies continued support for PV0 activities
under the 1D II Program, in order to help provide basic comunity
services for the poor on an expanded scale.

PYOs as organizations fit very well within the decentralization
concept. They are embedded, locally rooted organizations with all of
their membership from the local area, they serve communities which often
have almost no other public social services or very limited services, and
by and large, they are able to recover much of the cost of the services
they provide through user fees, rents, and donations. (NUS Phase 1II
Evaluation, sec. VI p. 14).

The relative independence of PVOs in administrative operations means
that support and assistance will necessarily take a different form than
in the case of government social service agencies. In the context of
encouraging decentralization and 1local autonomy and self-sufficiency,
these PVO characteristics are clearly organizational qualities that make
them deserving of support.

PVOs have, in general, been established with the aim of providing
social services, increasing public participation in community affairs,
and developing the skills and community resources necessary for
socioeconomic change.

0,1
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PVO programs are widely diffused in the communities they serve, and
offer very low per capita costs relative to other forms of service
delivery (where alternative services exist). In 1983/84 fiscal year, for
example, PVO health programs served an estimated 500,000 beneficiaries.
For many of the individuals served, PVO clinics and dispensaries are the
only convenient and affordable health care and medical attention to which
they have access.

Consistent with this pattern of service and organizational
improvements, most of the available surveys on PVOs indicate that the two
primary needs of PVOs are for additional funding and technical assistance
from experts who could help them select the most appropriate approach to
further increasing local participation in community affairs. A concern
of decentralization efforts in Eqypt has been the broadening of popular
participation in planning and implementing local services. The 198]
Delta Business, Survey found that PVOs have the potential to accommodate
considerably higher levels of public participation in all aspects of
project activities.

The ‘sustainability' or project activities is an increasing concern
of development planners. In this area the PVO record is unquestionably
sound. In many cases, PVOs have been in existence for several decades
and only recently has outside funding and assistance become available.
There is a clear record of organizational momentum and community support
which suggests that PVO services will 1likely be as effective and
long-lasting as any identifiable alternative.

In a number of important areas, voluntary organizations have
recognized advantages over government agencies in working with target
groups, particularly in view of the excessive bureaucratization and
apparent incapacity of government agencies to reach the poor.
Decentralization and community development will both be well served by
continuing support for Private Voluntary Organizations in Egypt.

V. The Role of Local Popular Councils (LPCs)

In 1971, President Sadat endorsed the concept of local government
through the creation of two councils at the governorate level: The
Popular Council and the Executive Council. This system was intended to
establish dual organizations at each level of local government. A total
of 808 village council areas were also established, each incorporating a
main village and several satellite villages and typically including some
150,000 to 200,000 people. The villages elect a popular council of 17
members, one of whom must be a woman. The council members then elect a
chairperson from among themselves. The village executive council is
composed of the senior representative of each government ministry active
in the area and is presided over by a chairman who is appointed by the
central government and is responsible for the implementation of all
government programs and policies in-that area. (E11iot 1983 p. 4)
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USAID has given considerable attention to supporting this
decentralization effort through ORDEV and the local grant program for
village councils under ORDEV administration. Since 1973, ORDEV has been
making grants available to support and .strengthen Tlocal village
councils. The decision was made by USAID to bolster this process by
providing additional low-interest loans to village councils to provide
capital for local infrastructure and profit-making activities. The
record of Tlocal council borrowers has been highly dependable: The
default rate on loans has been zero, late payments have been minimal.

As elected representatives, the Local Popular Council members are,
in theory, in touch with and responsive to the needs of their
constituents. The record of DLPCs generally confirms that they are
effective agents of popular needs, but there is considerable variability
in actual performance. Elliot (1983) interviewed village residents to
ascertain attitudes toward the village councils. "Discussions with
people in the village identified a feeling of distance from the Executive
Council and the Local Popular council, and a sense that the activities of
these councils were removed from the every day concerns of the
villagers." In other cases, however, where council activities have
included not only municipal projects but small income generating loans
such as chicken batteries, the relationship between the council and
villagers appears more direct and cooperative. “From analysis of the
interaction between elected members and their constituencies, few
constraints were identified." (Loza, 1981, p. 15) "In general, DLPCs are
extremely important in processing the daily demands of the people.
(Ibid, p. 16). Finally, a primary indicator that local projects are
demand driven, ie. selected by the local population, is that the projects
selected satisfy basic community needs. Projects such as water,
sanitation and roads are true basic needs projects; they have high local
demand in less developed communities worldwide. And these are the
principle projects selected under DSS 1 and they will continue to have
high demand under LD II. Therefore, regardless of the means, local needs
and desires are being analysed and acted upon locally.

An earlier social soundness analysis (Loza, 1981 and, 1981a) noted
that the DLPCs can encounter other kinds of problems in administrative
performance.  These included 1) Tlimited authority, 2) uncertainty
concerning responsibilities and authority vis a vis the executive
councils, 3) a lack of incentives for educated and well trained
individuals to become involved in the DLPCs, and 4) conflicts between
community interest and the vested interest of council members.
(1981a p. 3)

In addition, the common complaints presented to DLPCs are often
beyond the realm of successful 1local intervention. For instance,
solutions to the widespread problems of the lack of potable water
available 1in houses, sewerage overflows, poor schools, environmental
health hazards, shortages of food and problems in its distribution,

shortages of housing, and inadequate public transportation are usually
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beyond the capacity of the Local Councils. "The LPCs are often called
upon to "act upon these problems, without realizing that these issues are
beyond their sphere of authority and responsibility. This non-clarity of
spheres of responsibility and authority, the limited financial resources,
and the magnitude of problems both in size and number all lead to
distortions of priorities and recomendations. (Loza, 1981, p. 17)

Another example of the gap between Councils and the local populace
is in the mechanism of project selection from the Local Development
Fund. Often, requests by local citizens are not the source of the
project request. Usually, the initiative comes from the head of 1local
villages, from inside the Popular Council (LPC), from the Executive
Council, ORDEV, and sometimes from even higher in central government
circles. "In other words, no single project was initiated by the people
themselves. If we consider the popular council as representing the
people, we can say that one-quarter of the projects were initiated by the
beneficiaries while the majority were initiated by the village head or
the executive committee." (LDF/DD I Case Studies Summary)

Given the remoteness of most central government institutions, the
LPCs represent a relatively accessible and visible public body. Citizens
are apparently not at all shy about making their opinions and comlaints
known to council members, though the effectiveness of LDCs in
ameliorating the kinds of problems with which they are presented is
sometimes less than satisfactory because of the aforementioned weaknesses,

The LPCs should therefore remain an appropriate and relatively
effective organization through which the LD II projects can operate. The
movement away from council-based projects toward individual 1loans for
profit-making activities by individuals and smaller groups should help to
assure that the DLPC projects selected are generated on the basis of
popular needs and initiative.

VI. Private Sector

A primary concern of the first generation of Decentralization
activities has been support for the private sector. Through the
activities initiated under the Local Development Fund, private sector
contractors have undertaken a large portion of the infrastructure
development activities completed through the project. The goal in LD II
s to increase the level of private sector "direct" participation, and to
encourage the "indirect" growth of the private sector which results from
the improvement of infrastructure.

While it is a relatively straightforward issue whether or not a
private sector contractor has or has not undertaken a specific piece of
work, it is a more complex question of how to increase the level of such
participation in LD II. Based wupon the Basic Village Services
Evaluation, slightly more than 80% of total contract funding through
FY 1983 has gone to private sector contractors. However the particular
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amount allocated to private contractors varies widely according to the
sector. Road construction showed the 1lowest level of private sector
contracts, followed by water delivery improvement projects, wastewater,
and miscellaneous projects, the latter two of which showed private sector
participation at a level above 90%.

The evaluation team noted that the farther down the government
hierarchy the contracting process is pushed, the greater the degree of
private sector participation occurs in the process. The implication of
this observation is that more contracting at the village level would
definitely result in greater participation by small scale private
contractors. There will likely remain areas in which the capabilities of
small private contractors are not equal to the scale of the project at
hand. In such cases, the public sector companies with proven
capabilities will likely continue to play an important role.

Stimulation of the private sector as a result of infrastructural
improvements is a more difficult issue to address. The linkages between
infrastructural improvements and increased commercial activities are
intertwined with a broad range of changes which are occurring in rural
areas. The 1984 RVYS evaluation suggests that LD II activities will
potentiate private sector activities but cannot necessarily ensure that
the private sector will become more active in the future. Evidence from
the BVS Project indicates that in areas where the project has been active
for a longer period of time, there is a higher level of private sector
activities. Thus, despite the fact that specific linkages are difficult
to demonstrate in a ‘“cause-effect" manner, it is sound to say that the
LDF activities which feed "directly" and “indirectly" into private sector
activities, will both contribute substantially to the growth in
capabilities and range of activities in Egypt's private sector.
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TABLE I :

LD 11 SUMMARY FINANCIAL PLAN
ESTIMATED CENTRAL GOE EXPENDITURES BY FISCAL YEAR

-

{ IN US$ MILLON )

: H { IN LE MILLON ) :
INPUTS : AR R A S T 5 : 8 1 2 0+ 3 :+ 4 : 5 : B o

: BOE FY : B85/86 B6/87 87/88 88/89 89/90 TOTAL 85/86 : B&/BT 87/88 : 8B/BY £9/90 : TOTAL :

: USEB FY ¢ FY B4 FY 87 FY 88 FY 89 FY 90 :: FY B : FY 87 FY 88 : FY 89 FY 90 :

:A - BLOCK GRAMT FUND H : : : : : L] H : : : : :
- URBAN : 0.27 : 0.93 : 0.14 : : : 1.33 ¢ 0.2 3 0.8 : 0.1: : : 1,10 ¢

: - PROVINCIAL : 1.08 : 2.40 : 1.32 : : : §.80 :: 0.9 : 2.0 ¢ f.1: H : 3.99 ¢
: SUB TOTAL : £.35 @ 3.33 ¢ 1.45: : : 6.13 12 f.1: 2.8 : 1.2 ¢ : : 5.09
:3 - HAINTEHA?CE FUND 17,73« 17,73 ¢+ 17.73 : : +  53.20 :: 14.7 18.7 : 18.7 ¢ 0.0 : 0.0 : #44.16 ¢
:C - PVO GRANT FUMD : : H H ] : : : : H H
- URBAN : : : : : 3] : : : H : :

- PROVINCIAL : : : : : HH : : : : : :

SUB T0TAL : : : : H H HH H : : : : H

:D - STAFF SUPPORT : : : : : : 5 : : : s : :
- TECHNICAL AMANA : 0.22 : 0.05 ¢ 0.23 : 0.21 : 0.15 ¢ 0.84 :: 0.18 : 0.04 ¢ 0.19 : : 0.12 : 0.7t :

¢ - INCENTIVE FUND : : 1.20 ¢ 2.41 : 1.20 : : 4.62 :: : 1.00 3 .00 ¢ .00 ¢ : 4,00 :
: SUB TOTAL : 0.22 1.25 ¢ 2.64 : 1.41 : 0.15 : 5.67 2 0.18: 1.04: 2.19 : 1.17 : 0.12 : .71
sE- TECHNICAL ASSISTANCE : : : 0.00 2z : H H : : 0.00 :
:F - TRAINING : 0.00 0.07 0.07 : 0.07 : 0.10 : 0.31 ¢ 0.0 : 0.1: 0.1: 0.1: 0.1: 0.26 :
:C - EVALUATICN/RESEARCH : : : : : 0.00 =2 : : 5 : : 0.00
:H - CONTINGENCY : : : : : 0.00 3 : s s : : 0.00 :
- T0TAL 19.30 ¢ 22,38 : 21,90 1.48 : 0.25 ¢ b5.31:: 16,02 : 18.58: 18,18 : 1,23 ¢ 0.21 +  54.21:

-L/g-
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TAELE 11 :

LD IT SUMMARY FINANCIAL PLAN
ESTIMATED LOCAL GCGE EXPENDITURES BY FISCAL YEAR

-

( IN LS$ MILLON ) : ( IN LE MILLON ) :

INPUTS : 1 : 2 : 3 : 4 S 8 1 P : 3 4 : 5 8 :

+ BOE FY « B5/86 : B86/87 : B87/88 : 8B/39 89/90 TOTAL :: B65/86 86/87 :« 87/88 88/89 : 89/90 : TOTAL :

: USG FY : FY 8% FY 87 -« FY 88 FY B9 : FY 90 s FYB : FYB7 : FYBB : FYB9 : FY R0 s

:h - BLOCK BRANT FUND : : : : H : : : : H

- URBAN 0.27 : 0.93 : 0.14 : : 1.33 :: 0.2 : 0.8 : 0.1 : .10 ¢

- PROVINCIAL 1.08 : 2.40 1.32 2 : 4,80 ¢ 0.9 : 2.0 ¢ i.1: : 99 ¢

SUE TOTAL 1.35 : 3.33 ¢ 1.45 ¢ : .13 1.1 2.8 : 1.2 ¢ : : 2.09 :

+B - PAINTENGRCE FUND : : : : : : : :
:C - PVO GRANT FUND : : : : : : H : : : : :

- UREsN : 0.09 0.10 ¢ 0.04 : : 0.23 =2 0.1: 0.1: .0 : : 0.19 :

- FROVIMCIAL : 0.10 ¢ 0.29 ¢ 0.16 ¢ : : 0.35 3 0.1: 0.2 3 0.1: : : LY

SYB TOTAL : 0.19 ¢ 0.39 0.20 : : : 0.78 :: 0.2 : 0.3 0.2 : : 0.65 :

:D - STAFF SUPPORT : : H H HH : : : : : :

- TECHNICAL AMANA : : : : : : : H H : H

~ INCERTIVE FUND : : : H : e : : H : H H

Sug TOTAL : : : : H : H : H

+E- TECHNICAL ASSISTANCE : : : : : 0 : : : : H

:F - TRAINING : : : B : : 5 :

:6 - EVALUATION/RESEARCH : : ] : : : : : :
sH - CONTINGENCY : : : : tH : : : :

1- TOTAL 1.54 : 3.72 ¢ 1.65 ¢ 0.00 : 0.00 = 5.91 :: 1.28 : J.09 ¢ 1.37 0.00 : 0.00 ¢ 2.74 :

-2/e-
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Annex (4)
Statutory Checklist

5C(2) PROJECT CHECKLIST

Listed below are statutory criteria
applicable to projects. This section
is divided into two parts. Part A.
includes criteria applicable to all
projects. Part B, applies to projects
funded from specific sources only:
B.l. applies to all projects funded
with Development Assistance loans, and
B.3. applies to projects funded from
ESF.

CROSS REFERENCES: IS COUNTRY CHECKLIST
UP TO DATE? HAS
STANDARD ITEM
CHECKLIST BEEN
REVIEWED FOR THIS
PROJECT?

A. GENERAL CRITERIA FOR PROJECT

1., FY 1985 Continuing Resolution
Sec. 575; FAA Sec. 634A; Sec.

653(5).
-~ (a) Describe how authorizinoc (a) Funds will not be obligated
and appropriations committees until the CN waiting period
of Senate and House have been has expired.

or will be notified
concerning the projct; (b) is (b) Yes.

assicstance within
(Operational Year Budget)
country or international
organization allocation
reported to Congress (or nor
more than $1 million over
that amount)?

2. FAA_Se‘c: 61;(a) (1). Prior to The project exceeds the 611(a)
obligalion in excess of requirement. (See explanation in
$100,000, will there be (a) Annex 2-C Technical Analysis).

engineering, financial or
other plans necessary to
carry out the assistance and
- {b) a reasonably firm estimte
of the cost to the U.S. of
the assistance?



FAA Sec. 61l1(a)(2). If
further legislative action is
required within recipient
country, what is basis for
reasonable expectation that
such action will be completed
in time to permit orderly
accomplishment of purpose of
the assistance?

FAA Sec. 611(b); FY 1985
Continuing Resolution Sec.
50). If for water or
water-related land resource
construction, has project met
the standards and criteria as
set forth in the Principles
and Standards for Planning
Water and Related Land
Resources, dated October 25,
1973, or the Water Resources
Planning Act (42 U.S.C. 1962,
et seq.)? (See AID Handbook
3 for new guidelines.)

FAA Sec. 611(e). If project
is capital assistance (e.q.,
construction), and all U.S.
assistance for it will exceed
$1 million, has Mission
Director certified and
Regional Assistant
Administracor taken into
consideration the country's .
capability effectively to
maintain and utilize the
project?

FAA Sec. 209. 1Is project
susceptikle to execution as
part of regional or
multilateral project?
why is project not so
executed? Information and
conclusion whether assistance
will encourage regional
development programs.

If so,

The Project Grant Agreement
must be ratified by the People's
Assembly. In the past, the
People's Assembly has ratified
all grant agreements in a timely
manmer.

n/a

nfa LD II is not a capital
assistance project.

J@;



10.

FAA Sec. 601(a). Information
and conclusions whether
projects will encourage
efforts of the country to:
(a) increase the flow of
international trade; (b)
foster private initiative and
competition; and (c)
encourage development and use
of cooperatives, and credit
unions, and savings and loan
associations; (d) discourage
monopolistic practices; (e)
improve technical efficiency
of industry, agriculture and
conmerce; and (f) strengthen
free labor unions.

FAA Sec. 601(b). Information
and conclusions on how
project will encourage U.S.
private trade and investment
abroad and encourage private
U.S. participation in foreign
assistance programs
(including use of private
trade channels and the
services of U.S. private
enterprise).

FAA Sec. 612(b), 636(h); FY
1985 Continuing Resolution
Sec. 507. Describe steps
taken to assure that, to the
naxinmun extent possible, the
country is contributing local
currencies to meet the cost
of contractual and other
services, and foreign
currencies owned by the U.S.
are utilized in lieu of
dollars.

FA2 Sec. 612(d). Does the
U.S. own excess foreign
currency of the country and,
if so, what arrangements have
been made for its release?

This ‘project will strengthen the
Egyptian private sector by
providing private engineering

‘and construction opportunities

and grants to Private Voluntary
Organizations.

Major project components,
including technical assistance
services will be provided

by U.S private enterprises.

The GOE is contributing the
equivalent of $ 72 million
in local currency.



11.

12.

13.

14.

FAA Sec. 601(e). Will the

project utilize competitive
selection procedures for the
awvarding of contracts,
except where applicable
procurement rules allow
otherwise?

FY 1985 Continuing

Resolution Sec. 522, If

assistance is for the
production of any commodity
for export, is the commodity
likely to be in surplus on
world markets at the time
the resulting productive
capacity becomes operative,
and is such assistance
likely to cause substantial
injury to U.S. producers of
the same, similar or
conpeting commodity?

FA2 118(c) and (d). Does

the project comply with the
environonental procedures
set forth in AID Regulation
16. Does the project or
prograam taken into
consideration the probhlem of
the destruction of tropical
forests?

FAA 121(d). If a Sahel

project, has a determination
been made that the host
government has an adequate
sysem for accounting for and
controlling receipt and
expenditure of project funds
(dollars or local currency
generated therefrom)?

Yes

n/a

Yes the project complies
with AID Envircomental
Procedures.

The destruction of tropical
forests is not applicable.

n/a
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15. FY 1985 Continuing
Resolution Sec, 536. 1Is
disbursenent of the
assistance conditioned
solely on the basis of the |
policies of any multilateral
institution?

B. FUNDING CRITERIA FOR PROJECT

1. Development Assistance
Project Criteria

a. FAR Sec. 102(b), 111,
113, 281(a). Extent to
which activity will (a)
effectively involve the
poor in development, by
extending access to
economy at local level,
increasing
labor-intensive
production and_the use
of appropriate
technology, spreading
investment out from
cities to small towns
and rural areas, and
insuring wide
participation of the
poor in the benefits of
development on a
sustained basis, using
the appropriate U.sS.
institutions; (b) help
develop  cooperatives,
especially by technical
assistance, to assist
rural and urban poor to
help thenmnselves toward
better life, ang
otherwise encourage
democratic private and
local governmental
institutions; (c¢)
support the self-help
efforts of developing
countries; (d) promote

n/a
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the participation of women
in the national economies of
developing countries and the
improvement of women's
status, (e) utilize and
encourage regional :
cooperation by developing
countries?

b.

FAA Sec. 103, 103a, 104,

105, 106. Does the

project fit the criteria
for the type of funds
(functional account)
being used?

FAA Sec. 107. 1Is

enphasis on use of
appropriate technolegy
(relatively smaller,
cost-saving, labor-using
technologies that are
generally most
appropriate for the
small farns, small
businesses, and snall
incomes of the poor)?

FAA Sec. 110(a)., Will

the recipient country
provide at least 25% of
the costs of the
program, project, or
activity with respect to
whch the assistance is
to be furnished (or is

_the latter cost-sharing

requirement being waived
for a "relatively least
developed country)?

FAA Sec. 110(b). Will

grant capital assistance
be disbursed for project
for more than 3 years?
If so, has justification
satisfactory to Congress
been made, and efforts
for other financing, or
is the recipient country

n/a
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*relatively least
developed*? (M.O.
1232.1 defined a capital
project as "the
construction, expansion,
equipping or alteration
of a physical facility
or facilities financed
by AID dollar assistance
of not less than
$100,000, including
related advisory,
managerial and training
services, and not
undertaken as part of a
project of a
predominantly technical
assistance character."

FAA Sec. 122(b). Does

the activity give
reasonable promise of
contriputing to the
development of economic
resources, or to the
increase of productive
capacities and
self-sustaining economic
growth?

FAA Sec. 281(b).

Describe extent to which
progranmn recognizes the
particuiar needs,
desires, and capacities
of the people of the
country; utilizes the
country's intellectual
resources to encourage
institutional
development; and
supports civil education
and training in skills
required for effective
participation in
governmental processes

. essential to

self-government.

n/a

n/a
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Developnent Assistance Project

Criteria (Loans Only)

d.

FAA Sec. 122(b).

Information an conclusion on

capacity of the country to
repay the loan, at a
reasonable rate of interest.

FAA Sec. 620(d). 1If

assistance is for any
productive enterprise which
will compete with U.S.
enterprises, is there an
agreement by the recipient
country to prevent export to

the U.S. of more than 20% of

the enterprise's annual
production during the life
of the loan?

Economic Support Fund Project

a.

Criteria

FAA Sec. 531(a). Will this

assistance promote economic
and political stabjlity? To
the extent possible, does it
reflect the policy
directions of FAA Section
1022

FAA Sec. 531(c). Will

assistance under this
chapter be used for
military, or paramilitary
activities?

FAA Sec. 534, Will ESF

funds be used to finance the
construction of, or the
operation or maintenance of,
or the supplying of fuel
for, a nuclear facility? If
so, has the President
certified that such use of
funds is indispensable to
nonproliferation objectives?

n/a

Yes

/\/'\



FAA Sec, 609, 1If

commodities are to be
granted so that sale
proceeds will accrue to the
recipient country, have
Special Account
(counterpart) arrangements
been made?

n/a

@
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,5C(3) - STANDARD ITEM CHECKLIST

Listed below are the statutory items
which normally will be covered
routinely in those provisions of an
assistance agreement dealing with its
implementation, or covered in the
agreement by imposing limits on
certain uses of .funds.

These items are arranged under the

general headings of (A) Procurement,
(B) Construction, and (C) Other
Restrictions.

A. Procurement

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

2. FAA Sec. 604(a). Will all
procuremnent be from the U.S.
except as otherwise
determined by the President
or under delegation fron
him??2

3. FAA Sec. 604(d). If the
cooperating country
discriminates against marine
insurance companies
authorized to do business in
the U.S., will commodities
be insured in the United
States against marine risk
with such a company?

Yes

Yes

NO
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FAA Sec. 604(e); ISDCA of

1980 Sec. 705(a). If

offshore procurement of
agricultural commodity or
product is to be financed,
is there provision against
such procurenent when the
domestic price of such
commodity is less than
parity? (Exception where
commodity financed could not
reasonably be procured in
u.s.)

FAA Sec. 604(g). Will

construction or engineering
services be procured from
firms of countries which are
direct aid recipients and
which are otherwise eligible

_under Code 941, but which

have attained a competitive
capability in international
markets in one of these
areas? Do these countries
permit Unitecd States firms
to compete for construction
or engineering services
financed from assistance
programs of these countries?

FAA Sec. 603. Is the

shipping excluded from
compliance with requirement
in section 901(b) of the
Merchant Marine Act of 1936,
as amended, that at least 50
per centum of the gross
tonnage of commodities
(computed separately for dry
bulk carriers, dry cargo
liners, and tankers)
financed shall be
transported on privately
owned U.5. flag commercial
vessels to the extent such
vessels are availeble at
fair and reasonable rates?

MO

NO
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FAA Sec. 621, If technical
assistance is financed, will
such assistance be furnjished
by private enterprise on a
contract basis to the
fullest extent practicable?
If the facilities of other
Federal agencies will be
utilized, are they
particularly suitable, not
competitive with private
enterprise, and made
available without undue
interference with domestic
programs?

International Air
Transportation Fair
Competitive Practices Act,
1974, If air transportation
of persons or property is
financed on grant basis,
will U.S. carriers be used
to the extent such service
is available?

FY 1985 Continuing
Resolution Sec, 504, If the
U.S. Government is a party
to a contract for
procuremnent, does the
contract contain a provision
authorizing termination of
such contract for the
convenience of the United
States?

B. Construction

1,

FAA Sec. 601(d). 1If capital
(e.g., construc:ion)
project, will U.S.
engineering and professional
services be used?

FAA Sec. 611(c). 1If
contracts for construction
are to be financed, will
they be let on a conpetitive
basis to naximum extent
practicable?

Yes

Yes

Yes

n/a

n/a -
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3. FAA Sec. 620(k). If for
construction of productive
enterprise, will aggregate
value of assistance to be
furnished by the U.S. not
exceced $100 million (except
for productive enterprises ,
in Egypt that were described
in the CP)?

n/a

. Other Restrictions

1. FAA Sec, 122(b). 1If
development loan, is
interest rate at least 2%
per annum during grace ' n/a
period and at least 3% per
annunm thereafter?

2. FAA Sec. 301(d). If fund is
.established solely by U.S.
contributions and
adninistered by an
international organization,
does Comptroller General
have audit rights?

3. FAA Sec. 620(h). Do
arrangenents exist to insure
that United States foreign
aid is not used in a manner Yes
which, contrary to the best
interests of the United
States, promotes or assists
the foreign aid projects or
activities of the :
Communist-bloc countries?

4. ' Will arrangements preclude
usen of financing:

a. FAA Sec, 104(f); FY 1985
Continuing Resolution
Sec. 527. (1) To pay
for performance of
abortions as a method of Yes
family planning or to
motivate or coerce
persons to practice
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abortions; (2) to pay
for performance of
involuntary

. sterilization as method

of family planning, or
to coerce or provide
financial incentive to
any person to undergo
sterilization; (3) to
pay for any biomedical
research which relates,
in whole or part, to
methods or the
performance of abortions
or involuntary
sterilizations as a
nmeans of family
planning; (4) to lobby
for abortion?

FAA Sec. 620(a). To

conpensate owners for
expropriated
nationalized property?

Yes

FAA Sec. 660. To

provide training or

advice or provide any Yes
financial support for

police, prisons, or

other law enforcement

forces, cxcept for

narcotics programs?

FAL Sec. 662. For CIA ' Yes
activities? .

FAA Sec. 636(i). For

purchase, sale,

long-term lease, Yes
excheange or guaranty of

the sale of nmotor

vehicles manufactured

outside U.S., unless a

waiver is obtained?

FY 1985 Continuing
Regolut:on, .2, 503.

To pay pensions,
annuities, retirement
pay, or zdjusted service
conpensation for
military personnel?

Yes
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FY 1985 Continuing

Resolution, Sec. 505,

To pay U.N. assessments,
arrearages or dues? .

FY 1885 Continuing

Resolution, Sec. 506,

To carry out provisions
of FAA section 209(d)
(Transfer of FAA funds
to multilateral
organizations for
lending)?

FY 1985 Continuing

Resolution, Sec. 510.

To finance the export of
nuclear equipment, fuel,
or technology or to
train foreign nationals
in nuclear fields?

FY 1985 Continuing

Resolution, Sec. 511,

Will assistance bc
provided for the jurpose
of aiding the efforts of
the government of such
country to repress the

legitimate rights of the

population of such
country contrary to the
Universal Declaration of
Human Rights?

FY 1985 Continuing

Resolution, Sec. 516.

To be used for Fublicity
Or propaganda purposes -
within U.S. not
authorized by Congress?

Yes

N

Yes

Yes

The assistance will
not be used to suppress

human rights._

Yes

a
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INTERNATIONAL COOPERATION
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000472 July zS , 1985
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ﬁission Director f Co— . be
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USAID / C - .ImoN 1 ﬁ/g —‘lg//g
. SCTIOH SAKEN DAYE J

s T mimass &£ @;

’\\

Dear Mr. Kimball:

This is to request USAID funding in the amount of $156 mil-
lion for Local Development II project (263-0182).

Of this amount we propose a $61 million incremental obliga-
tion in FY 1985 to expand and build upon activities financed

under the Decentralization Sector Support project (263-0161).

The Government of Egypt (GOE) contribution of inkind assis-
tance to this project totals 29.8 million Egyptian Pounds.

This project will improve the quality of life of low income
residents in rural and urban Egypt by providing access to
basic services by improving and expanding the capacity of
local units to plan, organize, finance, implement and main-
€ain locally chosen basic service projects.and‘to improve

their capacity for local resource mobilication.

Slncerely,
AVVW~*/‘Al~bleWCMﬂ

Ahmad Abdel Salam Zaki

Administrator ;pZL
JC /

%[’ ‘{7

[
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 J

REF: DSS PHAST TWO ANALYSIS/PID - . * ¢" |
NTAC “FT OM JULY 24 AND, APPROVED USAID’S PROCFEDING

m0 THF DISIGN CF A PHASE T¥O DSS PROJECT, SUBJECT 70

UALI¥ICLTIONS QUTLINETD BELOW. :

. DITERMINATIONS AND DECISIONS:
. THE NFAC CONCURRED WITH THY PID KEY OBJECTIVES TEAT:

'—={1) THT FRIMARY COAL IS ™0 MAKE DECENTRALIZATION ON
ALL LEIVILS OF COYVERMMENT & SFLP-SUSTAINING PROCESS,
PFECTED THICUGF CAPARLF® PLANNING, IMPLEMENTATION, AND
MANAGT¥TE® OF 2CPIVITIT®S: DIRTCTED TOWARDS SFNS IRLE
NVESOTNTS OF RESOURCES; ASSISTED RY ADEQUATE
FOORDITATEON DITWTEY COYFRNMENTAL UNITS: AND CONTINVALLY
ANT TISECTLY SUFPORTED PY CXNTRAL GOVERNMENT PCLICIFS

[nn FRiCTICFS
~{2) TEE IMFLANTATIOM OF ADEQUATE. ioch RRVENUF
FEMEHFTIOH ANT REMTMTION PRACTICYS ISTESSENTIAL TO

ACHIEVING THTS SO0AL AND HENCE IS THE PUNDAMENTAL PULPOST
OF THEI. PROGPOSTD PROJ¥CT.

s Y
L—(ﬁ‘ mET PRIMAGY ACTICN CALLFD FOR IS “IALOGUT WVITH THv
IGOT RISULTING IN AGRFED NPON ORJFCTIVRS AND STRKTF"IFS
TOWAELS *CEITTING THIS PUPPOQL.

—(4) LOAAL TLS%ASTPUCTURE DEVELOPMENT REMAIHS THE. MAJOR
IMPETUL A1) MECHANISM TO FFFFC™ ABOVF CHANGF.. 7THE
FAPEASTS CUILR OTHE TIFE OF PROJECT SHOULD MOVE, HCWEVER,
PRGN SUCU ANTIVIPIFS REINM FUNDED BY U.LS. MONIES TO THEIR
¥EING FfUNDSD EY TOCALLY-GFNERATED RESOURCES. "

. PHY NEAC DTTHIMINED THAT:

~-(1) THT PROJFO™ WILL WAVF ™0 FOLLOW HR 3 REGULATIONS.

f
_STATE _Z4RA7¢/01 OF €2 A

NNCLASEIVITD e et e e
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THIS MFANS THAT PROJECT DFSIGN, WHIT,Y SUSCEPTTELE 0
TFRIOLIC SFVIE™ ANT ALTFRATION, CANNOT RE¥ DEFEQRRED
PENDING FUTURE AGRFEMFNT. THF PROJECT MUST FAVE CLFAR
ORJECTIVFS, INFPUTS AND QUTPUTS AND INSURE TEAT FUNDS ARFE
SPENT IN REGAIRDS TO cTANDARD PROJWCT COMCERNS (E.Co,
TFMETICIARIFE, COMPFTITIVF PROCUREMENT, MONITORING AND
FVALUATION) ANT SPYCIFIC PRWWIOUSLY RAISED .
DECENTRALIZATION SECTOR CONCFRNS (E.G., OPERATION AND
?AéN?FN&NCE, wASTEWATER DRAIMAGE, TECANICAL- TRAINING, -
\TC . "

——(2) TH® PROJECT DYSIGN C&N -INCORPORATT A FLEYXIBLE
APPFROACH TO TH® mIMING AND MIYT CF SPECIFIC ACTIVITIES 1IN
RESPOMSE TO PRCOGRFSS ON TRY MEGOTISTION. AND -
IMPLEMFNTATION OF POLICY CHANGES. PRECISE CRITERIA FOR
ASSESSING PPOGTTSS pNT THE anCOMPANYING CONSEQUENCES OF
SUCCESS CR PAILURE MUST BE FQTARLISHED. THIS INCLUDES
FSTARLISHING A DREDVRTTPMINED CUTOFF PQIN™ AT WHICH-
SUPPORT CEASES TC NONPFRFORMING GOVERNOKRATES.

-=(2) GIYEN TFF¥ NTFD FOR FLEXIRILITY AND PERIODIC
ASSFSSMFNT OF FROASRESS, AN ANNTIAM FORMATIVE USAID/GOE IN
DEPTH REVIEY SEQULD RT AN INTFGRAL PART CF THE
IMPLEMENTATION SCHEDULF. .

a2, (CRITICAL IFSUFS FOR PP APPROVAL:
pA. T¥FER PP MUST nTMONSTRATF TPAT THE GCE IS READY TO
SUPFO=T THE PRQJECT PURFOSY OF FSTARLISHING SIGNIFICANT

3

LCCLL bO@EENﬁEST CAPACITY FOR REVENUF GENERATION IN

SUTPCF™ CF TET DEGINTRALI7ZATION OF GOVERNMENT
ACTIVITI®S. (THIS CAN INCLUDE BUT PREFERABLY SHOULD NOT

%PSIZE DIRTCT LOCAL TAYATION.) MECESSARY INDICATIONS

IMEFA

ARE A" AGREFD UPON PLAN OF AGTION -AND PR¥CISF AND
ToUITAPLE CRITFRI4 TOR ALLOCATING RESOURCES AND ASSFSSING
NTIET 4ND FFEFQRVANCT OF COYYRMORATES. WILLINGNESS TO
RipNCT ASSISTANCE TO NONCOOFERATING OR UNJUSTIFIATLY POJR
PERFCEMING GOVESNOPLTFS IS A NEAFeSIT™Y, AVAILARILITY OF
FERSCNNEL FOR TRAINING IS ALRQ CRIPICAL.

7 .
B A PRFOISE ACTION DLAN FoR T™HY FIRST YFAR SHOULD BE
TSTAELISHED, INCLUDING mEE MEANS T0 #E& USED ¥OR TPF
EVALUATICN OF PROGRFSS A™ THE END OF THE YZAR, AND ON 2
CONTINUING AMNNATL BASIS. )

C. N EYFLANATION OF HOW THE SPRCIFIC SUMS AND BLENDS OF
SESOUACTS TO ¥ ALLOGATFD TO FAGF TASK BAVE 3FEI
DETFRMINED. THE PID CONTAINED INSURFICIFNT FINANCTAL
JhSTIRICATION ON WRICE #0 APPROVE ANY SPRCITIC FIGURE AND
MENGT §HT UFC CONLD ONLY 8GREF TRAT THY TOTAL FUNDING
BlCUAge FROVIDED WERE WITHIN THE BOUNDS OF CONSIDERATION
A7 , -

) P

~
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IF ADEQUATTLY JUQTIFIJ..

D. TO0 ThE FX~.NT NECFSSARY, ALTERNATIVE DEVELOPMFNTS
SHOULD RY FPPOJFCTFD ANT ALTFRNATIVE REACTIVE STRATEGIFES
INCCRPORATED IN THE DFSIGN, TFIS SHOULD BR¥ DONF
ESPECIALLY FO® SUCH CRUCIAL BUT SOMEWHAT UNCERTAIN
PROJECT WLEMENTS AS T”F ROLF OF THE SAQQARA INSTITUTE.

¥, CIVEN TPE DIFFEREN™ GOVFRNMENTAL LEVELS ON VHICH THE
PROJECT MUST wORX, IT WILL R% NFCFSSARY 70 IDENTITFY
SUEGCALS, PURPOSES, OUTPUTS AND-INPUTS ON THESF LEVELS,
AS WELL AS THOST FOR T®E OVERALL ACTIVITY. THIS MAY
REQUIREL SEYXVFRAL LOGFRAMES IN.ADDITION T0 THAT FOR THE -
FRO.:CT PER SE (ZF.G., ONMF ¥OR DFVELOPMFNT OF SAQQARA, ONE
FOR THE CRFATION OF INTRA— AND INTFR-GOVFRNORATE
INFORMATION SYSTEMS, ETC.).. IN THE CASE' OF .
SURLCTIVITITS - CLVPR DEFINITION AND DIRECTION OF EFFORTS
IS IMPORTANT.

ko 08 ALL LEVELS Thi®k MijST LEZ ESTAKLISHED HECHANISMS
FOR THY MONITOYING AND EVALUATION OF PROJECT ACTIVITIES
WHETH®R IN TOTO," RY SAMPLING, RY PROJECT PERSONNEL, RY
THE GCt CR AS (THERWISE JUSTIFIED, TO ACRIEVZE THIS VWILL
UIRE EASELINE DATA AT TEF BEGINNING AND THROUGHCUT THE
LI¥F CF¥F THE PROJECT.

G, THERIT MYST RE CRITTRIA FOR TIMING OF DISBURSTMENTS,
DISFURSIVENTS MUST RE RELATYD TO AUTHORIZED PROJECT
PURICSES, AND MAY MNOT L¥GALLY R¥Y MADE IN ADVANCE OF AN
IDERTIFIED FRCJTC™ NYED. INTEREST WHICH ACCRUFS MUST BE

ACCCUNTEID FPCR, ANT THT PROJECT DOCU%FNTATION. INCLUDING
THE ASRYIMENT WITE TRF GOV, MUST RY¥PLECT THE ’
5CCCUuTeTILITY AS WELL AS RFPROGRAMMING FACTORS.

R. MAJOE PREVIOUS PROPLEM ISSUWS TDENTIFIED DURING THE
ISS PUASY ONE PROJPCT SHOULD RE ADEOUATELY RESOLVED IN
THY SINSF OF FAVING IMCORPORATEFD IN THIS PROJECT REMEDIAL
PROCIZOURIS AAT PRACTICES, THIS INCLUDES QUESTIONS OF THF
OPE=ATICYN AMD MaTMTTMANCE OF LOCAL*INFCASTRUCTURE,
ACCCVNTAZILITY AND LIARILITY FOR PROJECT FUNDS, AND

ALEC “AT_ TRATVING FOR AND INSTITUTIONALIZATION OF NEEDED

SXILL

I. FEASIBILITY ANALYSIS OF MAJOR PROPOSEDR ACTIVITIFS
SHOULL PZ INCORPQ=ATED INTO TEEL PP OR REFERENCED IF
ALRIZIY FTYISPINT IN'QTUFR AVAILABIF DOCUMENTATION (F.G.,
PSS, R~z2aSSY POLITICtL ANALYSFES, PRFPVIQUS ®VALUATIONS,
ETC.). IM ADDITIOM 70 TH¥Y FCONOMIC, SOCIAL, POLITICAL
AND ADMINISTRATIVE CONCERMS, ATTENTICN MUST BF GIVEN TO
TXISTIMT AYD NTEDED LECISLATION FOR IMPLEMENTATION AND
POST PACD CONTINVATICYN OF PRQJ¥CT ACTIVITIES.

4, DPROJECT DWVTLOPMYHT:

T21UM OF SYILLS CALLFED ¥OR APPFARS FOARMIDABLW,

o
RePISV IN PE "FNJV GVNERATIOM, TAYATION,
STRAETIC., L¥GISLATION, POLITICAL ANALYTSIS,

4., TOF SEY
INCLUTING FYE
PUBLIC ADMINI
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INFCRMATICM SYSTEMS, LOCAL DPEVFLOPMENT, INFRASTRUCTORE
CONSTRUCTION AND MAINTENANCE, FINANCIAL MANAGEMENT,
SOCIAL IMEALT ASSPSSMFENT, AND TRCENICAL TRAINING. UsAID
MAY -WANT TO CONSITER ePAGEFRING OUTSIDE Th, PERFAPS
PRCINNING WITH THOSE NEEDED TOR INITIAL NEGOTIATIONS,
FOLLOWED BY & PP DOCUMENT PRYPARATION TEAM..

P. THE PRFCIST ROLF FOR SACMARA AND ANY OTHER ASSOCTIATED
INSTITUTIONS SFCUYLD ZE SPELLED OUT IN PP.

C. THE NEAC, WHILE DECIDING T™FAT STRATFGIES WOR
TEVELCPING PRIVATE STCTOR ACTIVITIES -IN CONJUNCTION WITH'
GOVERNMEMNTAL DECYNTRALIZATION NFED NOT RE' A SPECIFIC
FOCUS OF THIS PROJECT, BELIEVES PRIVATE SECTOR ACTIVITIFS
SHCULT HivF HIGREST PFIORITY., WE URGE USAID TO PROPOSE
PCSSIRILITITS TO SUPPORT PRIVATF ENTREPRENFURS IN .THE
CONTEXT CF A SEFARATE PROJFCT AS APPROPRIATE. (THE
MISSION MAY WISY TO DO AN ANALYSIS OF TFE PRIVATE SECTOR
TMPAGT OF DSS ONE TO DATE TC SUPPORT SUCH AN EFFORT. AS :
PART CF THE DESIGN VWORX ON THIS PROJECT.) . .

£, THE NEAC RFCOGNIZES TRE DIFFICHLTY OF THE POLICY

DIALOGUF AND DFSIGN TASKS PyFeFNTED, THE POTENTIAL
aF#ARDS TO RE GAINED AND TFE FVFR PRESENT POSSIBILITY OF
uAYING TO RTIFINE OR RFDEFINE GCALS. SHOULD EVENTS UNFOLD
I% SUCH A waY AS TO 3FQUIRF A MAJOR DIVERGENCE OF THF
pROJTCT RESIGCN FROM TFAT OUTLINED IN TE® PID AND APPROVED
BY THEF MF&C, USAID SHOULD ADVISF &4ID/VW PRIOR TO
PRCCEEDI MG WITH 4 PP SUBMISSION.

LM :

BT
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10.

11.

12.

Annex 8

WORKING PAPERS AND BACKGROUND MATERIALS USED IN LD II DESIGN

Cave, A. (1985)
Recurrent Cost Estimation and Financing: Operation and Maintenance of

Infrastructure and Capital Equipment in the A.R.E. USATD, Cairo, Egypt.

Chemonics (1984a) '
BYS Project Planning and Appraisal Manual. ORDEV and USAID, Cairo, Egypt.

Chemonics (1984b)
Local Revenue Survey. ORDEV and USAID, Cairo, Egypt.

Chemonics (1984c)
Status Report on the Establishment of Village Accounting Units. ORDEV and
USAID, Catro, Egypt. '

Chemonics (1984d)
BVS Maintenance Recommendations. ORDEY and USAID, Cairo, Egypt.

Chemonics (1984e)
Final Report of the Finance and Budget Section. ORDEV and USAID, Cairo,

tgypt.

Chemonics (1985a) '
A Village Infrastructure Maintenance Program. ORDEV and USAID, Cairo,

Egypt.

Chemonics (1985b) .
Maintenance Plan for Beni Suef Governorate. ORDEY and USAID, Cairo, Egypt.

Chemonics (1985¢)
Maintenance Plan for New Valley Governorate. ORDEY and USAID, Cairo, Egypt

Chemonics (1985d)
Maintenance Plan for Menufiya Governorate. ORDEV and USAID, Cairo, Egypt.

7
Chemonics (1985e)
Maintenance Villane Infrastructure Subprojects Implementation Follow-up.
ORDEV and USAID, Cairo, Egypt.

Fox, William (1985a) . )
Framework for Evaluating Egyptian Local Resource Mobilization. University

of Tennessee, KnoxvilTe, TH,



13.

14.

15,

16.

17.

18.

19.

20.

21,

22,

- 23.
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Fox, W. (1985p) '
Intergovernmental Fiscal Relations in Egypt and Mobilization of Local
Resources. USATD, Cairo, tgypt.

Gellerson, M. and Cave, A. (1985)
An Evaluation of User Fees ag a Means of Local Resource Mobilization.
USATD, Cairo, Egypt. .

Haritani, J. (1984)
A Study of the Problems of High Groundwater Levels in Nile Delta Villages.
ASH, Washington, D.T.

Introduction and Summary, Neighborhood Urban Services Project Evaluation

Phase 1. American University in Cairo, Cairo, Egypt.

Kawata, K. (1984)
Notes on BYS Project Water Sector and Related Problems. USAID, Cairo,

egypt.”

Kerr, G.B. and others, (1983)

"The Legal and Adninistrative Context of Decentralization." Appendix B in
Kerr, G.B. and others (1983). The Decentralization of Local Government in
Egypt: A special assessment for USATD, USATD;, Cairo, tgypt.

Match Institution (1985)
Small Scale Enterprise Credit Delivery Systems for Rural Egypt. AMANA,
Ministry of LocaTl Government and USATD, Cairo, tqypt.

NASPAA (1985)
Center for Local Development, Sakkara, Egypt. ORDEV and USAID, Cairo,

tgypt.

PADCO (1985)
Decentra]ization Sector Support II and the Nationa] Urban Policy Study:
Re]ationships and CompleTentarities. Washington, D.C.

Transcentury (1985)
F Analysis and LD IT1/111 Recommendations: Equipment Procurement;
Opérations ard raintenance. Cairo, egypt.

Younis, A.F. (1980)

“The Local Government System in Egypt, 1960-1980," in Monitoring and
Eva]uating Decentralization: The BVS Program in Egypt.
Development Alterations, Inc., Washington, D.C.

0



24,

25.

26.

27,

28.

29,
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GOE, Ministry of Social Affairs (1985)
The Role of Voluntary Associations in Local Deve)opment.. Cairo, Egypt.

Pearson, R. (1985)
PVO Program for LD II. USAID, Cairo, Egypt.

Chemonics (1985f) :
Review of Village Project Planning. ORDEY and USAID, Cairo, Egypt.

USAID (1984)
Interest Earned on Grant Funds by Foreign Government: Decision of the

Comptroller General. USAID, Washington, D.C.

Chemonics (1984f)
End of Assignment Report of the Expatriate Local Government Planning and

Programming Advisor. ORDEV and USAID, Cairo, Egypt.

Chemonics (1985g)
A Review of Uncompleted BYS Subprojects: A study of three governorates.

ORDEV and USATD, Cairo, Egypt.
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University of Tennessee, KnoxvilTe, TN.
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TABLE 4 : COMFARISON OF D3S I CAFITAL INVESTMENT &ND
0 & M REQUIREMENTS WITH E0E FY 84/85
EAE 11 HMAINTERGNCE BUDGET

: UNIT :  UNIT : AVE. : TOTAL : ANNUAL @
: TYFE : NO. : UNIT : COST : 04 COST ¢
: : : COSsT : : :

A. DSF EQUIFMENT (ANNUAL 0O%M = 10% ORUNIT COST)

tEARTH MOVING ¢ 576 @ 0.07 = 40.09 4.01
s TRUCH: : 98S 0.05 : 48.73 ¢ 4.87 :
: STATICNARY : 157 T0.10 19.47 : 1.55 :
cSUBTOTAL : 171 0.06 ¢ 104,29 10.43 @

:B. NUS UREAN FROJECTS (ANMNMUAL 0% = 5% OF UNIT COST) :

sMAINTENGHCE = g8 : Q.07 .56 @ Q.07 3
: ROADS : 150 .07 10.52 0,532

:0OTHERS : 731 ¢ 0.07 = $51.26 ¢ .56 @
tSURTOTAL : 889 Q.07 62.34 DA DI

ENATER : 1933 0,05 102.84 5.14 :
7t ROADS : Z85 Q.05 654,15 ¢ J.21 2
:OTHERS : 1379 Q.03 40,91 2,00 2
:SUBRTOTAL : 4594 005 3 207,00 @ 10, 35
:T OT AL : : : F75.63 23.90 =
:GOE FY 84/8% 0% BUDGET (#) 5.71
cFPERCENT OF ACTUAL TO REGUJIRED O%1 BUDGET Zh%:

¥ THESE FIGURES REFLECT CURRENT EAR 11 EXPEMDITURE
ALLOCATIONS I THE HOUSING AND TRAMSFORT SECTORS AS
A WHOLE, EXCLUSIVE OF TRAMSFER FAYMEMTS.
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LOCAL DEVELOPMENT 11 PROJECT PAPER
Annex 11
USAID'S ASSISTANCE TO THE GOVERNMENT OF EGYPT'S

LOCAL DEVELOPMENT PROGRAM:
DECENTRALIZATION SECTOR SUPPORT 1

Accomplishments and Expenditures

to

—

March 31, 1985

0ffice of
Local Administration and Development
Division of Development Resources
USAID/Cairo

Office Director: Douglas Tinsler
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DECENTRALIZATION SECTOR SUPPORT Cffice Director: Douglas Tinsler

Since the mid-1970's Egypt has been changing its local development
strategy from one of diracting economic development from central
ministries to one which places responsibility and authority on local
governments to confront and solve local development problems. A series
of laws have changed Egypt from a country with local administration,
which was controlled from Cairo, to one with local government which
increasingly democratizes the decisions made to bring about economic
development.

USAID has since 1980 been providing funds, technical assistance,
and training to assist the Government of Egypt to institutionalize its
decentralized development strategy. Resources have been focused to
improve the quality of life of low income residents, both rural and
urban, through decentralizing the management of local projects to the
approprite level and increasing the role of local elected councils in
- development dacisions. As the program evolves it will address the
additional issues of local resource mobilization, cperation and
maintenance of local infrastructure and equipment, and involvement of
small privete enteprises in development.

Divection of the Sector is provided by an Interministerial Steering
Committee, chaired by the Minister of Local Government, and interagency
comnittees for each of the five constituent activities which are
described on the attached pages.

Financial Summary for the Sector on March 31, 1985:
Kuthorized: $525 mil. Ubligated: 9525 mil. Expended: $407 million.

Major Accomplisnaents:

- ATmost all Tocal administrations are implementing development
projects; the program reaches every corner of Egypt.

- Local elected councils have demonstrated their ability to initiate
and implement projects to meet local basic needs.

- The process of decentralized management and democratic decision
making in 870 local councils have been significantly
strengthenend. The councils have designed and implemented over
6000 subprojects.

- Over 40,000 ciected officials and local government staff have been
trained in decentralization, project planning and management.

- Over 30,000 planning, implementation and maintenance manuals have
been distributed to loca)l units and used in training programs.

- Linkages to the emerging private sector have been stimulated

through contracts for project implementation and the demonstration

effects of ri]l?ge enterprises started under the progran.

Timinfm e Loea noTT.

Further decentralization of responsibility and authority for local
Yt Rhicinatinny i i2) decentpalization, 1ocal
resource odilization and racurrant costs, operation and maintenance of
infrastructure, are all areas where analysis and furthar programs are
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DEVELOPMENT DECENTRALIZATION I Project Officer: Graham B. Kerr

This project is designed to increase the capacities and revenues of village
councils throughout Egypt, and is encouraging cooperation betwen elected
and executive councils during project selection, design and

implementation. The project consists of a Local Development Fund (LDF)
within the Organization for Reconstruction and Development of the Egyptian
Village (ORDEV) and associated training and TA. The LDF loans money to
village councils for income producing projects.

Financial Summary on March 31, 1985:
Authorized & Ubligated: 3$26.Z2 million. Expended: $25.5 million.
PACD: 9/30/85

iMajor Accomplishments:

- Over 15,000 elected and executive council members have participated
in project selection, design, and management. Elected councils
review projects every quarter: local institutions have been built.

More than 8,000 local elected and execvtive councillors and their
staff have received project design, management and technical
training. (Training budget is $2.4 million and TA budget is $3.31
mil1ion?.
Projects studied by a recent evaluation team (Dec. 1983) were
returning an average of 19% per annum on investment.

Over 521 million from the Local Development Fund (capitalized by
USAID at $19.4 million) have been disbursed in 750 loans to 6C0
village units. This has been matched with 58 million of locally
contributed capital; thus total investment is more than $29 million.

Many subprojects act as demonstration projects and are being
replicated by local private entrepreneurs.

The project has caused major policy change in implementing j
organization; in the future, all funds for rural economic projects
will be provided as loans, not as grants as in the past.

DDI is promoting local development through participatory,
democratically elected institutions. It is contributing to the
evolution, growth and stability of democracy in Egypt.

Issues for LD II Design

Rola of credit, to or througn the local councils, in stimulatiing
local economic dovalonnont, and involving local private entarprises.
Jac of altoinative institutions to make credit availabla,

Aodifying interest rates to greatly reduce or eliminate subsidies.
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BASIC VILLAGE SERVICES Project Officer: Olivier Cardunner

The primary intent of BVS is to decentralize decision making related to
public investment projects and strengthen the network of administrative
processes and managment skills at village, district and governorate levels
in all participating governorates. A coordinated mix of TA, training and
grant funds is provided to 860 local councils, representing about 3700
villages in 22 governorates. The councils select, design and implement
infrastructure projects such as potable water systems, feeder roads, small
bridges, swamp filling, and lining of canals. Particular emphasis is
placed on involvement of elected village councils in project selection and
execution.

Financial Summary as of March 31, 1985

GRANT TITLE III TOTAL

3 Authorized $225 M $75 M $300 M
Ob1igated $225 M $73 M $298 M
Expended $186 M $73 M $259 ™

PACD: 06/30/87

Major Accomplishments:

- 3800 villages (92%) have at least one BVS financed project, and all
860 village councils have participated in BVS, oo

- Average number of BVS projects per village council is 5, costing
approximately LE 44,000 each. Thus each council has received an
average of LE 220 000 over 3 years.

- Total number of projects is 4200, with 1760 completed, 1268 underway,
and 1165 just financed.

53% are water projects providing about 15,100 of pipes, 980 pump
sets and 190 water wells;

22% are road projects providing about 2700 kms of roads;

25% are ferry boats, small bridges, drainage systems, sewerage
systems, etc.

- Over 25,000 village leaders, and governorate staff, have received
orientation or training in project planning, design, management,
accounting and implementation. A1l are aware of USAID's role in BYVS.

- Over 610 man-months of direct on-site technical assistance has been
delivered to villages, marakaz and governorates, along with 20,000
copies of 20 Arabic language manuals.

- A March 1984 external evaluation concluded that we have a major
locally based rural development success story in BVS.

Major Issues for 1D IT Dogian:

i Dy fry ianne criteria far 217ccs i Af pevr frnds

- 1ha proolem of gxnund water dra1nage and debuJJLpl disposal.
- Loca] resource moo1117at1on
- Imifrastructuye opevationh and maintenance.
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DECENTRALIZATION SUPPORT FUND Project Officer: Raymond E. McGuire

This Fund enables governorates to plan their needs for heavy equipment for
local development programs. It provides fixed US dollar allocations to
each of 21 rural governorates for purchasing American equipment to support
local programs of public utilities, infrastructure and social services.

Development staff in the governorates plan the optimum use of their
allocation. Technical assistance is provided to analyse individual
governorate requirements and design proper specifications so that equipment
received is suitably modified and/or custom-designed to fit local
conditions and use.

Local private equipment dealers, all agents of US companies, provide
operating and maintenance training for governorate staff as well as full
warranty coverage and servicing.

Financial Summary on March 31, 1985:

Authorized and Obligated: $100 million. Expended: $57 million.
PACD: 06/30/87

Major Accomplishments:

- Equipment already bought is being used constantly to meet locally
determined needs, and is often integrated with other resources
provided through other USAID projects.

= Solid links between governorates and suppliers have been established
for basic training and equipment maintenance.

- 1200 items of large equipment, such as dozers, graders, fire trucks,
and refuse collectors, have been delivered to Egypt.

- 800 items are in the process of being ordered.

- The value of 2000 jtems and spare parts ordered and/or delivered
totals approximatley USE 93 miilion.

Major Issues for LD II Design:

= Recurrent cost budgets for maintenance and operation.

- Use of existing maintenance funds (GOE contribution).

- Training 2nd retention of rersonnel.

- Revenue generation through leasing equipment to private sector when

not nacded by the governorates, and through repairv vork for othar
entities.
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NEIGHBORHOOD URBAN SERVICES Project Officer: Peter W. Amato

PROJECT PURPOSE: This activity finances modest size (average, LE 30,000)
infrastructure improvements in selected Tow-income neighborhoods of Cairo
and Alexandria and in the urban districts of Giza and Qaliubia to enhance
1iving conditions and economic climate in those areas. The public works
program are jointly identified, developed and executed by Tocal councils
and residents in particiating urban districts. While three-fourths of all
subprojects are implemented through the district administrative units, a
large number of smaller activities are being conducted through Tocal PV0's
and neighborhood associations.

Financial Summary as of March 31, 1985;
Authorized and Obligated: $89 million. Expended: $65 million.

MAJOR ACCOMPLISHMENTS:

- Over 9 miTTion Egyptians, in 23 urban districts, have been reached,

- Education: 523 new classrcoms constructed; 20 school renovation
subprojects; 34 equipment subprojects; new toilets in 45 schools.

- Infrastructure: 1.18 million square meters of paving laid; 187,000
linear maters of straet lighting; 16,100 meters of sewer lines; 9,500
meters of water lines; 72 community water taps; 10,350 vertical sewer
Pipes on low income flats replaced; 30 public toilet units
constructed; 27 solid waste projects providing several hundred
cleaning carts and tractors and several thousand pieces of hand
equipment.

= Health: 20 new hospitals, clinics and waiting sheds constructed; 15
renovations/additions to hospitals and clinics; 40 government
hospitals and clinics equipped; 251 PVO (private) clinics and
dispefisaries equippad.

- Youth/Culture/Social Affairs: 29 new youth centers (or additions);
298 private and 8 government vocational training centers equipped;
222 other facilities eqipped incudng youth centers, homes, cultural
centers, libraries, elderly and handicapped hostels; 6 sports fields
constructed; 291 nurseries and day care centers equipped.

- tarkets/Food Security: 13 markets constructed/renovated and 17 food
caravans placed in Tow income neighborhoods.

MAJOR ISSUES FOR LD II DESIGN:

- Maintenance funds and incentive pay. ;

- . Institutionalizing preventjve majintenance in the districts.

- Improve ability of elected and executive districts to plan, select,
develop, execute and maintain subpojects; decentralize and
democratize decisions.

- Cocaaiisii runding levels for districts that will enable them to
dovalan fivn vose nang (ctwatanie nlanrnina),

Sl oadiie GpLiunS dliu neChianisis Tor additional PVO funding from NUS
experience.
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SECTOR DEVELOPMENT AND SUPPORT Project Officer: Magd Abdel Gawad

The Sector Development and Support project is financing activities which
cut across the four on-going activities, impact on decentralization in a
bread sectorel sense, and strengthen the key instituticns involved in local
development. the SDS, by providng the GOE with a flexible fund for
sectoral activities, will encourage the GOE to focus on the sector as a
wnole, It will also pernit USAID to maximize the value of the broader
evaluations which will Tead to an improved analytical base for the
discussion of sectoral issucs and policies. This new activity will assist
AID to expand and deepen the policy dialogue with the GOE and to focus on
future govermmental strategies for local development in Egypt.

It is anticipated that the activities financed by SDS will fall into one of
the following five broad categories: training; management systems
developmnt and improvement; institutional development; data collection and
evaluation, and policy research and discussion.

SDS funds will be programmed by the Sector Steering Committee (SSC), the
GOE impleamcnting agency, through proposals from interested government and
non-governmontal organizations. The proposals wil be reviewed and approved
by the S3C and USAID, with primary implementation and coordination becoming
the responsibility cf the SSC Secretariat.

Financial Summary as of March 31, 1985:

Authorized and Obligated: $10.00 million
Expended: $00,10 million

PACD: 6/30/87

Major Accomplishmnts:

- The Technical Secretariat of the Sector Steering Conmittee and ORDEV
have developed preliminary plans for implementing SDS activities.

- Several research proposals regarding local development have been
submitted to the SSC for their considaration.

- The Winistry of Local Government (MLG) has promulgated Decree No.
G9/1984 establishing tho Sakkara Training Center. A small team of
consultants is workiny closely with ORDEV developing tne program and
organizagtion for the Center.

- Th2 MLG has oreonized a Technicz1 Board, the Amana Faneya, for the
design of LD 11, which is meeting regularly.

2058D/di<k1010A
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Project Authorization

August 15, 1985
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%3 ,yy UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT
il :

CAIRO, EQYPT PROJECT AUTHORIZATION

Name of Country: Arab Republic of Name of Project :Local Development II
Egypt :

Number of Project: 263-0182.

l. Pursuant to Sections 531 and 532 of the Foreign Assistance Act of
1961, as amended (the "Act"), I hereby authorize the Local Development II
Program (the “Program") for the Arab Republic of Egypt (“Cooperating
Country") involving plannedl obligations not to exceed One Hurdred
Fifty-Six Million United States Dollars ($156,000,000) in grant funds
over a two (2) year period from the date of authorization, subject to the
availability of funds in accordance with the A.I.D. OYB allotment
process, to help in financing the foreign-exchange and local-currency
costs of goods and .services required for the Program. Of the amount
authorized for the Program, up to Sixty-One Million Dollars ($61,000, 000)
is authorized for obligation in FY 1985. The planned life of the Program
is approximately four (4) years and two (2) months from the date of
initial obligation.

2. The Project will be a cooperative program between the governments of
Egypt. and the United States to improve and expand the capacity of local
governaent to plan, finance, implement and maintain locally-chosen basic
services projects and to improve the capacity of local govermment to
mobilize local resources to sustain the provision of services.

3. The Program Agreement, which may be negotiated and executed by the
officer to whom such authority is delegated in accordance with A.I.D.
regulations and delegations of authority, shall be subject to terms and
cordlitions, covenants and conditions precedent in substance as follows,
together with such other terms and conditions as A.I.D. may deem
appropriate.

A. Scurce and Origin, Nationality of Services

Commodities financed by A.I.D. under the Program shall have their
source and origin in the Cooperating Country or in the United States
except as A.L.D. may otherwise agree in writing. Except for ocean
shipping, the suppliers of commodities or services shall have the
Cooperating Country or the United States as their place of nmationality,
except as A.I.D. may otherwise agree in writing. Ocean shipping financed
by A.I.D. under the Program shall, except as A.I.D. may otherwise agree
in writing, be financed on flag vessels and carriers of the United States.

=zl



B. Conditions Precedent to Disbursement

The Program Agreement shall contain conditions precedent in substance
as follows:

Prior to any disbursement or to the issuance by A.I.D. of any
commitment documents under the Grant, the Grantee shall, except as A.I.D.

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

(1) evidence that the GOE has issued the necessary policy
determinations establishing an Interministerial Local Development
Committee (ILDC) responsible for Program policy and coordination. The
meibers of the ILDC will be designated by the Ministries of Local
Government, Planning and International Cooperation, and Finance. They
will be drawn from appropriate Ministries concerned with local
development activities;

(2) evidence that the GOE has issued the necessary policy
determinations to create, under the ILDC, two committees, one for urban
governorates and one for provincial governorates, and has defined their
respective roles in terms of functions, staff and resources, and related
matters;

(3) evidence that the GOE has issued the necessary policy
determinations to create a Technical Secretariat (AMANA) for the life of
the Program and defined its role in terms of policy analysis, technical
coordination, monitoring of implementation, evaluation and related

matters, and authorized it to acquire and retain necessary professional
and administrative staff and provided it with an adequate annual budget

over the life of Program, ard

(4) evidence that an appropriate mechanism has been established
and agreed to by both Parties to account for maintenance fund
contributions by the Grantee.

Hotwithstanding the foregoing, upon the agreement of the Parties,
funds may be committed ani disbursed to finance technical assistance
contracts prior to the satisfaction of the above-listed conditions
precedent to first disbursement. :

(C) Conditions Precedent to Disbursements of Block Grant Funds

Prior to each disbursement of Block Grant Funds for local governmeit
units in the Basic Services Delivery Systems component of the Program, or
to the issuance by A.I.D. of any comnitment documents under this
Agreement for each such disbursement, the GOE ghall, except as A.I.D. may
otherwise agree in writing, furnish to A.I.D., in form and substance
satisfactory to A.I.D.:



(1) evidence that a special Block Grant account has been
established at the Ministry of Local Government (MLG) for deposit of
A.I.D. and GOE Block Grant funds; and

(2) evidence that a Basic Services Capital Investment Account
has been established in each participating local unit, under the
regulations of the local councils' Local Services and Development Account
and that an amount equal to 5% of the A.I.D. grant to that local unit has
been deposited by the local government unit; '

(3) evidence that the Ministry of Planning and International
Cooperation (MPIC) has deposited in the MLG Block Grant account an amount
equal to the local contribution or equal to 5% of the A.I.D. Block grant;

(4) evidence that amounts, equal to 5% of the accumulated
capital costs of the Basic Village Services Activity (BVS), the
Neighborhood Urban Services Activity (NUS) and this Program and 10% of
Developnent Support Fund and this Program's equipment investirents in that
governorate, have been deposited in the accounts by the Ministry of
Finance, through an allocation and dishursement from the national
Tecurrent cost buiget (BAB II). The above percentages and total
maintenance cost figures in the budget in Annex 1 are based on an
estimate of average annual maintenance costs. The Parties agree that
these estimates will be refined to obtain more exact maintenance cost
figures; amd

(5) evidence that plans for Block Grant furded projects have
been approved by ILDC sub-committees and Governorate Local Davelopnent

Coamnittees.

(D) Conditions Precedent to Disbursements of PVO Funds to the
Governorates

Prior to each disbursement of PVO funds to the governorates or to the
issuance by A.I.D. of any coimitment documents by which such disbursement
will be made, the GOE ghall, except as A.I.D. may otherwise agree in
writing, furnish to A.I.D., in form and suostance satisfactory to A.I.D.:

(1) evidence that the plans for the PVO projects for which funds
will be disbursed have been approved by the cooperating local units and
the governorate local development comnittees and subnitted for review to
the provincial and urban subcommittees of the ILDC; and

(2) evidence that the governcrate requesting disbursement has
deposited 5% of its regquest in a specially-designated PVO account under
the regulations of the governorate's Local Services and Development
Account . :



(E) Covenants

The Grant Agreement shall contain covenants substantially as
follows:

(1) the GOE will maintain a quarterly financial and physical
progress report on each individual subproject and will maintain a
quarterly cash management report showing the dates of transfers of Block
Grant and Maintenance Funds to each implementing entity. These reports
will be made available to A.I.D. on a quarterly basis, within 60 days
after the end of the quarter;

(2) the funds for basic services operation and maintenance in
each governorate will b2 disbursed completely each fiscal year to
appropriate institutions at the village, markaz and govermorate levels to
implement the Operations and Maintenance program for the governorate as a
whole. A biannual revisw on progress on maintenance cost financing will
be held between the Parties;

(3) the GOE shall place at the lowest level of local
administration, where appropriate, a qualified accountant approved by the
Ministry of Finmance who will be authorized by the Ministry of Finance and
the governorate to sign financial documents:

(4) the GOE shall covenznt that Project plans and budgets for
water, wastewater, roaZ and other infrastructure projects, as
appropriate, shall include adeguate funds to finance detailed design and
construction supervision costs following appropriate technical criteria
approved by ILDC sub-comittees amd the AMANA;

(5) the GOE shall covenant that each governorate will establish
Governorate Local Development Committees (GLDC) comprising both elected
and executive council sambers; the GLDCs will coordinate the
governorate's program under the Program;

(6) the GOE shall covenant that Four Million Egyptian pounds (LE
4,000,0007 will be allocated from the national budget for wages (BA3 I)
to governorates in the amount of 2.5% of the BSDS grant for each
sub-project. This will be used for an incentive pay plan ard to cover
overtime wages for GOE personnel working on sub—project activities;

(7) contractor penalty fees, interest, and all other revenues
generated from the use of Block Grant funds will belong to the GOE and

will be retained for Program use, including scttlement of banking charges
and other administrative expenses, in the Local Basic Services Capital
Investment Accounts from which such revenues were generated; and

an;
\U



(8) The GOE will use its best efforts to increase the share of
recurrent costs that are financed locally by locally applied cost

Frank B. Kimball, Director
USAID/Egypt
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A.I.D. Project No. 263-0182

Program Grant Agreement

Dated SEP 12485

Between
The Arab Republic of Egypt ("“Grantee")
And
The United States of America, acting through the

Xgency “for International Development ("A.I.D.").

Article 1: The Agreement

The purpose of this Agreement is to set out the understandings of
the parties named alove ("Parties"), with respect to the undertaking by

the Grantee of the Program described below and with respect to the

financing of the Program by the Parties.

Article 2: The Program

SECTION 2.1. Definition of Program. The Program, which is

further described in Annex 1, will be a cooperative program between the
governments of Egypt and the United States to improve and expand the

-
capacity of local government to plan, finance, implement and maintain
locally-chosen hasic service projects and to improve the capacity of

local government to mobilize local resources to sustain the provision of

services.

/
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Annex 1, attached, amplifies the above definition of the Program.

Within the limits of the above definition of the Program, elements of the
amplified description stated in Annex 1 may be changed by written
agreement of the authorized representatives of the Parties named in

Section 8.2., without formal amendment of this Agreement.

SECTION 2.2. Incremental Nature of Program.

. (a) A.I.D.'s contribution to the Program will be provided in
increments_, the initial one being made available in accordance with
Section 3.1 of this Agreement. Subsequent increments will be subject to
availability of funds to A.I.D. for this purpose, and to the mutual
agreement of the Parties, at the time of a subsequent increment, to

proceed.

. ————— s . — e . e ————— - —e e S e e — —

(b) Within the overall Program'Assistance Completion Date stated
in this Xgreement, A.I.D., based upon consultation with the Grantee, may
specify in Program Imélementation Letters appropriate time pericds for
the utilization of funds granted by A.I.D. under an individual increment

of assistance.

Art;cle 3: Financing

SECTION 3.1. The Grant. To assist the Grantee to meet the costs
of carrying cut the Progra=m, A.I.D., pursuant to the Foreign Assistance
Act of 1961, as amenced, agrees to grant the Grantee under the terms of
this Agreement not to exceed Sixty-One Million United States ("U.S.")
Dollars (5;61,000,'000) ("Grant"). Subject to the limitations of Sectioﬁ
2.2.ab3ve, total A.I.D. furding of One Hundred Fifty-Six Million U.S.

Dollars ($156,000,000) is anticipated.

Vi
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The Grant may be used to finance foreign exchange costs, as

defined in Section 6.1, and local currency costs, as defined in Section

6.2, of goods ard services recuired for the Project.

SECTION 3.2. Grantee Resources for the Program.

(a) The Grantee agrees to provide or cause to bs provided for the
Program all funds, in addition to the Grant, and all other resources
required to carry out the Program effectively and in a timely manner.

(b) The resources provided by Grantee for the Program will be not
less than the Fgyptian Pound equivalent Twenty-Nine Million Eight Hundred
Forty-Four Thousand U.S. Dollars ($29,844,000). By the Program
Assistance Completion Date, the Grantee will have contributed not less

than a total of the Egyptian Pounds equivalent cf Seventy-Two Million Two

Hundred Twenty-Five Thousand U.S. Dollars ($72,223,000).

SECTION 3.3. Program Assistance Completion Date.

(a) The "Program Assistance Completion Date" (PACD), which is
Septembzr 30, 1232, or such other date as the Parties may agree to in
writing, is the date by which the Parties estimate that all services
fin%nced under the Grant will have been performed and all goods financed
under the Grant. will have been furnished for the Program as contemplated
in this Agreement.

(b) Except as A.I.D. may otherwise agree in writing, A.I.D. will
not issue or approve documentation which would authorize disbursement of
the Grant for services performed subsequent to the PACD or for goods
furnished for the Program, as contemplated in this Agreement, subsequent

to the PACD.
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(c) Requests for disbursement, accompanied by necessary

supporting documentation prescribed in Program Implementation Letters are
to be received by A.I.D. or any bank described in Section 7.1 no later
than nine (9) months following the PACD, or such.other period as A.I.D.
agrees to in writing. After such period, A.I.D., giving notice in
writing to the Grantee, may at any time or times reduce the amount of the
Grant by all or any part thereof for which requests for disbursement,
accompanied by necessary supporting documentation prescribed in Program
Implementation Letters, were not received before the expiration of said

period.

Article 4: Requirements Precedent to Disbursement.

SICTION 4.1. First Disbursement. Prior to any disbursement or to

the issuance by A.I1.D. of any commitment documents under this Agreement,

- e @ maed - m s e it A S Amm e e e e e = s e maan e —— —— —

the Grantee shall, except as the Parties may otherwise agree in writing,
furnish to A.IL.D., in satisfactory form and substance:

(a) a statement of the names and titles of the persons authorized
pursuant to Section 8.2 to act as the representatives of the Grantee,
together with a specimen signature of each person specified in such
statement./.

(b) evidence that the Grantee has issued the necessary policy
determinations establishing an interministerial local development
committee (ILDC) responsible for Program policy and coordination. The
membars of the ILDC will be appointed by the Ministries of Local

Government, Planning and International Cooperation and Finance. They

will be drawn from sectors concerned with local development activities.
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(c) evidence that the Grantee has taken the necessary steps to
establish, under the ILDC, two committees, one for urban governorates and
one for provincial governorates, and thdt their roles have been defined
with respect to functions, staff and resources, and related matters;

(d) evidence that the Grantee has issued the necessary policy
determinations to create a Technical Secretariat (AMANA) for the life of
the Program ard definad its role in terms of policy analysis, technical
coordination, monitoring of implementation, evaluation, and related
matters, and authorized it to acquire ard retain necessary professional
and administrative ;taff and provided it with an adequate annual budget
over the life of Program; and

(e) evidence that an appropriate mechanism has been established
and agreed to by both Parties, to acoount for maintenance fund

contributions provided by the Grantec.

Notwithstandirg the foregoirsg, upon the agreement of the Parties,

funds may be committed and disbursed to finance technical assistance
contracts prior to the satisfaction of the above-listed requirements
precedent to first cishbursement.

SECTION 4.2. Notification. Wnen A.I.D. has determined that the

requirements precedent spacified above have been met, it will promptly
e

notify the Grantee.

SECTICN 4.3. Terminal Date for Peaquiremen:s Precedent to

Disbursement. 1If all of the conditions specified in Section 4.1 have not
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been met within 90 days f{pm the date of this Agreement, or such later
date as A.I.D. may agree éo in writing, A.I.D., at its option, may
terminate this Agreement by written notice to Grantee. If all the
requirements specified in Section 4.4 and Section 4.5 have not been met
within the time limits specified in Program Implementation Letters, or
such later date as A.I.D. may agree to in writing, A.I.D., at its option,

may terminate the Agreement by written notice to Grantee.

SECTION 4.4. Disbursements of Block Grant Funds. Prior to each

disbursement of Block Grant Funds for local government units in the Basic
Services Del@very Systems component of the Project, or to the issuance by
A.I.D. of any commitment documents under this Agreement for each such
disbursement, the Grantee shall, except as the Parties may otherwise
agree in writing, furnish to A.I.D., in form anl substance satisfactory
to A.I.D.:

(a) evidence that a épeéiél Block Grant account has been
established at the Ministry of Local Government (MLG) for deposit of
A.I.D. and Grantee Block Grant furds; anmd

(b) evidence that a Basic Services Capital Investment Account has
been established in each participating local unit, under the regulations

of the local councils' Local Services and Development Account arnd that an

7

amount equal to at least 5% of the A.I.D. grant to that local uni. has
been deposited by the local government unit;

(c) evidence that the Ministry of Planning and International
Cooperation (MPIC) has deposited, in the MLG Block Grant account, an
aﬁount equal to the local contribution or equal to 5% of the A.I.D. Block

Grant:;
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(@) evidence that amounts, equal to 5% of.the accumulated capital
costs of the Basic Village Services Activity (BVS), the Neighborhood
Urban Services Activity (NUS) and this Program and 103 of Development
Support Fund and this Program's equipment invebtments (after the
investments have bzen realized) in that governorate, have been allocated

~and disbursed by the Ministry of Finance from the national recurrent cost
budget (RAB II). The above percentages and the total maintenance cost
figures in the budget in Annex 1 are bused on an estimate of average
annual maintenance costs. The Parties agrec that-these estimates will be
refined to obtain more exact maintenance cost figures; and

(e) evidence that plans for Block Grant funded projects have been

approvad by TLDC sub-comnittees and Governorate Local Development

Comittees.

SECPION 4.5. Disbursesents of VO Funds te the Governorates.

Prior to cach dicbursesent of PVO fundis to the goverrorates or to the
jssuance by A.I.D. of any cormitment documents by which such dishursement
will be made, the Grantee shall, except as the Parties may otherwise
agree in writing, furnish to A.T.D., in form and substance satisfactory

to A.I.D.:

(a) evidence that the plans for the PVO projects for which funds
will be disbursed have been approved by the cooperating local units and
the governorate local development conmittees and submitted for review to
the provincial and urban subcomittees of the ILDC; and

(b) evidence that the governorate requesting disbursement has
deposited 5% of its request in a specially-designated PVO account which
has been established under the regulations of the governorate's Local

Services and Development Account.



Article 5: Special Covenants.

SECTION 5.1. Program Evaluation. The Parties agree to establish

an evaluation program as part of the Program. Except as the Parties
otherwise agree in writing, the program will include, during the
implementation of the Program and at one or more points thereafter:

(a) evaluation of progress toward attainment of the objectives of
the Program;

(b) identification ani evaluation of problem areas or constraints
which may inhibit such attainment;

(c) assessment of how such inform-tion may be used to help
overcone such problens; and

(d) evaluation, to the degreec feasible, of the overall
developrment impact of the Program.

SECTION 5.2. Ratification. The Grantee will take all necessary

TUTaction t6 conplete @1171634) procedures necessary O ratification of this

Agrecment and will rotify A.I.D. as promptly as possible of the fact of
such ratification.

SECTION 5.3. Progress Reports. The Grantee will maintain a

quarterly financial and physical progress report on each individual
subproject and will maintain a quarterly cash managerent report showing
the dages of transfers of Block Grant and Maintenance Furds to each
implementing entity. These reports will be made available to A.I.D. on a

quarterly basis, within 60 days after the end of the quarter.
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SECTION 5.4. Funds For Basic Services Operation and Maintenance.

.

The funds for basic services operation and maintenance in each
governorate will be disbursed completely each fiscal year to appropriate
institutions at the village, markaz and governorate levels to implement
the Operations and Maintenance program for the governorate as a whole. A
biannual review of progress cn maintenance cost financing will be held
between the Parties.

SECT'ION 5.5, Village Unit Accountants. The Grantee shall pluce

at the lowest level of local administration, where appropriate, a
qualifici accountant approved by the Ministry of Finance who will bhe
authorized by the Ministry of Finance and the governorate to sign
financial documents.

¢

SECI'TON 5.6. Rurds for Design and Construction Sumervision. The

Grantce covenants thut Project plans and buigets for water, wastewater,

road and other infrastructure projecﬁs, as épbropriéte; shall include
adequate funds to finance detailed design ani construction supervision
costs following apcropriate technical crileria approved by ILDC
sub~committees and the ~MANA,

SECTION 5.7. Establishmen: of Governorate Incal Develooment

Comnittess. The Grantes covenants that each governorate will establish
Governoratg Local Develcpment Cormittees (GLIC) comprising both elected
and executive council m=mbers. The GLDCs will coordinate the
governorate's program wyer thé Program.

SECTTON 5.8. Ircentive Pay Plans. The Grantee covenants that an

amount equal to 2.5% of the BSDS grant for each sub-project will be
allocated from the national budget for wages (Bab I) to governorates and
that the total of such payments will be an amount not to exceed Four

Million Egyptian Pounds (L.E. 4,000,000).

N
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This will be used for an incentive pay plan and to cover overtime wages
for GOE personnel working on subproject activities.

SECI'TON 5.9. Retention of Penalty Fees and Interest. Contractor

penalty fees, interest, ani all other revenues generated from the use ox
Block Grant funds will belong to the Grantee and will be retained for
Program use including settlement of banking charges and other
administrative expensives, in the Local Basic Services Capital Investment
Accounts from which such revenues were generated.

SECTION 5.10. Increased Mobilization of Local Resources to

Finance Recurrent Costs. The Grantee will use its best efforts to

increase the share of recurrent costs that are financed locally by

locally-applied cost recovery measures.

Article 6: Procurement Source

SECTION 6.1. Forecign Exchamie Costs. Disbursements pursuant to

Section 7.1 will b2 used exclusively to finance the costs of goods and
services required for the Program having their source and origin in the
United States (Code 000 of the A.I.D. Ceographic Code Book as in effect
at the time orders are placed or contracts entered into for such goods or
services) ("Foreign Exchange Costs"), except as A.1.D. may otherwise
agree in writing, and except as provided in the Program Grant Standard

Provisions Annex, Section C.1(b) with respzct to marine insurance.
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SECTION 6.2. Local Currency Costs. ‘ Disbursements pursuant to
Section 7.2 will be used exclusively to finance the costs o;’: goods and
services required for the Program having i;heir source and, except as
Parties may otherwise agree in writing, their origin in the Arab Republic

Y

of Egypt ("Local Currency Costs").

Article 7: Disbursement

SECTION 7.1. Dishursement for Foreign Exchange Costs.

(a) After satisfaction of coniitions precedent, the Grantee may
obtain disbursenonts of funds wixder the Grant for the Foreign Exchange
Costs of goods or services required for the Program in accordance with
the terms of this Agjrecment, by such of the following methods as may be
mitually agresd upcsa:

(1) vy subnitting to A.L.D., with necessary supporting
documentation as prescribed in Program lmplementation Letters, (A)
requests for reimbursement for such goods or services, or, (B) requests
for A.I.D. to procure comodities or services on Grantee's behalf for the
Prcgramn; or,

(2) by requesting A.I.D. to issue Letters of Commitment for
sp/ecified amounts (A) to one or more U.S. banks, satisfactory to A.I.D.,
committing A.I.D. to reimburse such bank or banks for paywents made by
them to contractors or suppliers, under Letters of Credit or otherwise,
for such goads or services, or (B) directly to one or more contractors or

suppliers, committing A.I.D. to pay such contractors or suppliers for

such goods or services.

>

-
s
o
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(b) Banking charges incurred by Grantee in connection with
Letters of Cormitment and Letters of Credit will be financed under the
Grant unless Grantee instructs A.I.D. to the contrary. Such other
charges as the Parties may agree to, in writing, may also be financed the
Grant.

Section 7.2 Disbursement for Local Currency Costs.

(a) After satisfaction of conditions precedent, the Grantee may
obtain disbursements of funds under the Grant for Local Currency Costs
required for the Program in accordance with the terms of this Agreement,
by sub.".\it'ting to A.I.D., with necessary support documentation as
prescribzd in Program Implementation Letters, requests to finance such
costs. |

(b) The local currency needed for such dispursements may be
obtained by acquisition by A.I.D. with U.S. dollars by purchase.— The..-
U.S. dollar equivalent of the local currency made available hercunder
will be the amount of U.S. dollars required by A.I.D. to obtain the local
currency.

SECTION 7.3. Other Forms of Disbursement. Disbursements of the

Grant may also be made through such other means as the Parties may agree
Lo in writing.

SECTION 7.4. Rate of Exchange. Except as may be more

specifically provided under Section 7.2, if funds provided under the
Grant are introduced into Egypt by A.IL.D. or any public or private agency
for purposes of carrying out obligations of A.I.D. hereurder, the Grantee
will make such arrangements as may be necessary soO that funds may be
converted into currency of the Arab Republic of Egypt at the highest rate
of exchange prevailing and declared for foreign exchange currency by the

compatent authorities of the Arab Republic of Egypt.
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Article 8: Miscellaneous

SECTION 8.1. Communications. Any notice, request, document, or

other communication submitted by A.I.D..or the Grantee to the other under
this Agrecment will be in writing or by telegram or cable, and will be

deened duly given or sent when delivered to such party at the following

addresses:
To the Grantee:

Ministry of Planning and
Internaticnal Cooperation
8 Adly Street

7th Floor

Cairo, Egyot

To A.I.D.:

A.I.D.
U.S. Eabassy

Cuiro, Igypt

To the Implementing Organizations:
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;
Ministry of Local Government
Agrarian Reform Building
Shooting Club Road

Dokki, Cairo

Ministry of Finance
Hussein Hegaze Street

Lazougli Square, Cairo

All such communications will b2 in English, unless the Parties
otherwise agree in writing. Other addresses may be substituted for the
above upon the giving of notice.

SECTIQY 8.2. Representatives. TFor all purposes relevant to this

Agreement, the Grantee will be represented by the Minister of Planning
and International Cooperation and/or the Administrator of the Department
for Economic Cooperation with U.S.A. and/or Minister of Local Government
and/or the Minister of Finance , ard A.I.D. will he represented by the
individual holding or acting in the office of Director, USAID, each of
whom:,by written notice, may designate additional representatives for all
purposes other than exercising the power under Section 2.1 to revise
elements of the amplified description in Annex 1. The names of the

representatives of the Grantee, with specimen signatures, will be

provided to A.I.D.,

A\G&“.
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which may accept as duly authorized any instrument signed by such

representatives in implementation of this Agreement, until receipt of

written notice of revocation of their authority.

SECTION 8.3.

Language of Agrecment.

both English and Arabic.

This agreement is prepared in

In the event of ambiguity or conflict between

the two versions, the English language version shall control.

SECTION 8.4,

Stardard Provisions Annex.

A "Project Grant Standard

Provisions Amnex" (Annex 2) is attached to and forms part of this

MAjrecment.

IN WITNESS WIEREOF, the Grantee and the United States of America,

cach acting through its duly authorized representative, hiave caused this

Agreement to be signed in their names and delivered as of the day and

year {irst above written.

AR\ RFPUBLIC OF EGYPT
)

P N ? oo 5 A
BY : ~ SR -t o/ \\\
I —
RAME : Kamal 1\11"*1 e H1Zoury
TITLE: D> outy Prirze Minister and
hlmf‘.‘m of Pliannine Toand
Interniticial (o Saaration
7
ARAB REPUBLIC O BGYPT
BY : __J‘] \’\'\41 U\/[ A 1 ﬁ-ilJ/ r. Fcnx({l.fm 2
\«~ ————

NAME : Mr. Ahmad Abdel Sal=m Zaki

TITLE: Administratr of the Dapartment

for Econcnmic wuoperaticn
with U.S.A.

UNITED STATES OF RlC’\

X
N/\UQ ’:_;' N

: Nicholas Veliotes

TITLE: American Ambassador

UNTTED STATES OF AMERICA

w1

NAME: Arthur M. Hanifs

TITLE: Acting Director
USAID/Lgypt



http:1.0zt.ry

- 16 -

Implenenting Organization

In acknowledgement of the foregoing Agreement, the following
representatives of the implementing organizations have subscribed their

names:

MINISTRY OF FINANCE MINISTRY OF LOCAL GOVERNMENT

BY M Sﬁ/j/ jlnm-/ BY :/}/./,5& [ o

NAME : Mahomoud Salaiy El Din Hamed NAME :IL;ssam}wa

/
TITLE: Minister of Finance TITLE:Minister of Local Government




L 1 © Annex I
: . ~ The Program Description

I. Program Goal and Purposes

e

1. The goal of thc Local Dnvo]opnent IT Progran is to improve the
cuality of ]1-L of Tow income residents in rural and urban Ecpr by
prov1d1ﬁq greator access to esscntial basic services. The progren will
provide local government staff with experience in p]aln1ng and manageaent
of resources for local development projects. Bleck Grants to local
government units and PV0s v111 bo used to finance a decentralized
planning process aimed at 1mprc"1rg basic services such as potable water,
sanitaticn, rcads and other municipal and viliage services.

<

2. The proqren is based on the hypothesis that if the authority,
esponsibilities and resources available to lecal councils are incre a,cﬁ
theﬁ 1wca1 goveonment will use them to mect 1ocal needs, increase local
pomcw1 ion in gavermaent and dovalopment, and ensure that basic
chv.ce, are (~|1‘"rﬂu to low 1nuc 0 residents. Evidence QJLHC““d during
the implenentation of the DSS I ’“03“&5—-thc pr ec*cc‘a " LD Ii--
uppur“' this hypothosis. ;

3. The purnoses of the LD 11 Pregram are:

~

a) to improve and cvrard the cupac1ty of lecel ants o r]an,
organize, finance, impicment and maintain 1ocally chosen-basic—service—————
projects, and, ;

bh) to jmnrove their cajsacity to mobilize Jocal resources to
sustain the provision cof scrviccc.

4. Tie implementation strategy fer LD IT wili stress the 7ollawing
themes:

a) deceontralization of lecal government,

b) domocratic panticipation,

c) capacity building of local instituticns,

Z d) operations and Maintorance of basic services, and,
¢) public and private local resource modilization.

5. The LD Il Program comprises two systems:

172

ervices Deiivery System
Resources Hobilization System.

o"ﬂr “-nus, at a71

1. The B3DS i5 designea *o s-re“gt
levels, so that

conqtn"n LS.
planning pro:
basic scrvice

» can provide and su
will address con
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., p?OJGCt cﬁ 101, operat tena rfc (O[H) of
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2. Each participating governorate will receive an annual “"block"
grant which will finance a decentralized planning process aimed at
improving basic services. The block grants will be disbursed after the
Interministorial Local Davelopment Committee receives and approves
.sub-project plans prepared by local government units.

3. USAID and MPIC will finance the block grants. Each participating
governorate will receive an annual grant of approximately $2.50 million.
Each participating governorate will be required to match the 5% annual
contribution provided by MPIC (i.e. $0.12 million per governorate) with
funds drawn fron their respective Local Services ard Development or other
local sources Funds. A3l interest earned on the block grants shall
belong to the Grantee and shall be used to attain program purposes.

4, Over the two annual planning and budgeting cycles financed by
LD II, USAIR will provide gpproximately $122.7 million in capital
financing., The FPIC will contribute approximately $6.15 million
equivalent in Egyptian Pounds, and participating local governments will
contribute $6.15 million cquivalent in Egyptian Pounds.

5, In addition, the Ministry of Finance (MOF) will provide
incremental financing to cover the estimated operation and maintenance
(0&4) reguirenants associated with completed DSS T projects. On average,
the FOF arnuzl contrikution, per governorate, will total approximately
$1.C2 million in equivalent Egyptian Pounds. MOF disbursenients will he

—made. based..on. approved 084 plans. submitted by-cach participating-—-—-—- -
governorate. The estimated financing from the MOF will be approximately
53.2 million equivalent in Lgyptian Pounds. )

6. Under LD II, cach participating governorate and local unit will
complete an annual planning, budget and implementation cycle covering
five required steps:

a) Assessment of needs;

b) allocation of resources to cach participating local unit;

c) preparation of detailed investment and 0&M plans;

d) implementation (i.e. designing, construction and maintenance);
and,

e) evaluation of results.

It is estimated that each cycle will require approximately 30 months
to implewent. '

7. Governorates and participating local units will prepare an annual
maintenance plan and budget, which w1l address maintenance requirements
for DSS 1 and LD II investments. Financing for approved maintenance
plans will be made available by the Ministry of Finance through the
BAB II recurrent cost account.

8. Plans for new capital investments propesed for LD II Block Grant
funding will be developed, in the following order, of priority:

&
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rehabilitation of maintenance facilities or construction of
new maintenance facilities;

rehabilitation of existing infrastructure; and
new infrastructure or equipment.

L

trates nust demonstrate that the requirements under the first
priorities have been satisfied before programming BSDS grants
1Y new projects. :

t proposals submitted for new projects must include plans and
* 0&W which will be implemented during the post construction,
iivery period. .

't Tess than seventy five percent of each governorate's block
ve allocated to village councils in provincial governorates

tiict councils in urban governorates. Up to twenty five

2ach governorate's block grant may be reserved for governorate
icvel projects which support village/district projects. This
be used for markaz and governorate maintenance facilities and
equipnent.

svernorates will have the option to use up to twenty five
vhe USAID portion of their annual block grant as foreign
<t importation of capital equipment not available in Egypt.

‘2 types of projects that may be implemented by _provincial __ .
:5 inciude: small water and wastewater projects, secondary and
“2ds, maintenance facilities:and cquipaient, and other smal):

. service infrastructure.

2 types of projects that may be implemented by urban

5 include: additions to existing school and health clinics,
:ting end paving, small water, wastewater and solid waste

‘ad maintenance facilities and equipment, and other small scale
.ce infrastructure,

"2 average project size will be approximately LE 55,000 to LE

ceptions are expected in the case of water, wastewater and
‘ projects and goverrorate level maintenance facilities. These
v fall between LE 100,000 and LE 400,000,

)

BSDS End of Project Status will be as follows:

..

\ GOE funded matching block grant system will be fully
qalized; :

R decentralized planning and budgeting system,as outlined in
i, Will he more fully institutionalized:

improved project planning and inpleméntation capabilities at
of Tocal government;

i
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D. Appropriate maintenance facilities in place and functioning at
all levels of local government;

E. Improved operation and maintenance of basic public services;

F. Approximately 550 urban and 1900 provincial projects completed
and epproximately 500 pieces of imported rolling stock or fixed plant in
place; .

G. Approximately 40,000 council members will have receijved

orientation training. Eleven thousand (11,000) local unit staff would
have received skills training.

ITI. Local Resource Mobilization (LRM) System

1. The LRMY System has been designed to enable both public and
private sector local institutions to promote lozal economic development.
The LRI System has been organized into two separate subsystems:

-~ A public sector component focused on improving the capacity of
Tocal dovernment to mobilize local resources to finance an increasing
share of local capital and rccurrent develonment costs and to consider
changes in the central - local government financial arrangenients with the
objective of fmproving local davelapaent planning and management by
requlerizing and nating more predictable the flow of financial resources
from the center o local government;

-- A private sector component focused on expanding basic services,
—normally providad by-local governmont, by .encouraging.-local government-to-
tap and utilize the ability of private voluntary organizations (PVOs) for
service delivery. The private sector Lo comnonent would also exnlord
and pitot test naw anproaches to the delivery of non-subsidized credit to
small rurel end urban enterprises.

2. The LR will be directed by a sub-committee of the GOE Amana
chaired by a senicr menber of the Ministry of Finance. The agenda of the
sub-comuittee will be the following priority issues:

-~ Grants from the central governnent presently account for
spproximately €57 ¢f lccal government revenues. If local governments,
gver the rnzdiun tern, are to cover the local operating and maintenance
costs of bzsic services, the legal authority and management systems for
Tocal governnents to gencrat» additional local revenue nzed to be put in
place. lnitial efforts will be focused on increased appiication of user
fees and other cost recovery measures at the local level. '

-~ Fost local fees and taxes collected by loczl government are
passed on to the central treasury and returned in the form of general
subsidies. Thus, the Tink between setting higher user fees and ability
to improve seirvice delivery is tenuous, The sub-committee will examnine
the possibilities for modifying the present system to enable local
Jurisaictions to retain user fees and other revenues at the local level
and dedicate them to recurrent costs of systems for which they were
collected, ' ‘

W
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3. Technical assistance and training in support of the LRM
sub-conmittee will be financed from the SDS project of DSS I,

4. By 1939 the End of Project Status for Public LRM wil) be
as follows:
a) Increased authorities for Yocal councils to collect, retain
and expend additional revenues, user fees, etc;

b) Improvenents in the present system of intergovernmental grants
for 8AB II recurrent costs, from an ad hoc system to a formula based
system, so local goveriments can plan 0&M requirements with greater
certainty;

c) Increased revenues and user fees collected and spent Tocally,
with an increascd proporticn of recurrent costs for basic services
infrastructure and equipment being assumed by local units;

d) Financial managerent and adninistrative capacity of local
goverrients strengthenad in the field of resource gencration and
adninistration;

e) Lecal ccecounting units, certified by the MOF, will be
estanlizhed and operating in local units;

f) A& Yocel university will be offering a Master's degree in

—public finanzoe)- - = o . e e e e e e e e s e e

) A treining nrogran for local government and Ministry of
Finance stafi will be established and routinely operating.

w©x

5. The Private Sector LRY Systes will have two components:

a) an activity to sirengthen the lirkages between loca)
governments ¢nd PYOs in the provision and cneraticn of basisz services;
b) erd an unsussidized credit projram directed to small scale
rural and usban enterprise.  Studies will be undertaken by tre Amana to
explore the RoLy!

inning of the PY0s with GkDEY's Local Davelepment Fund
ALDF).  LDF was started auring ©8S I, If both governments agrce to
proceed with a further credit activity, it will be incorporated into tha
FY 19356 amencront to the LD 11 Grant Agreement.

6. The LD JI PVO activity will be dirccted by a sub-comnittee of the
Amana chaired by 2 senior nzabher of the Hinistry of Social Affairs. The
LD Il Progrea will esteblish PYO Grant Funds in each participating
governcrate,  Interest earrad on the PVO Grant will belong to the Grantee
and will be used for the Project. Grants will be made to specific PYOs
after project prepssals have been reviewad and approved by the
governorates Locel Developrent Committea. Vhe Grant Fund will be 95%
capitalized hy USAID and 5@ capitalized by the participating
governorates. -PVJs recciving grants will be required to contribute at
least 25% of tho cost of their proposcd projects.

\\\’\
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7. By 1989 the End of Project Status for private LRM will be:

a) A system that has the financial, managerial, and
administrative capacity to integrate PVOs into the local development
process;

b) Ministry of Social Affairs and Governorate Social Affairs
directorates will be managing funds and providing technical assistance to
local governaent units and PV0s;

c) A PYO training program for local government staff and PVO
staff will be established and routinely operating with financing provided
financed threough local government training grants;

d) One thousand seven hundred (1700) PVO sub-projects, financed
by the Governorate PYO CGrant Funds, will be providing services to low
income residents,

IV, LD IT Scopa and Phasing

1. The 1D IT Prearem will be national in scope, covering 20
provincial governorates, the four governorates comprising the
metropolitan Cairo end Alexandria arcas and the on2 city governorates of
Suez ond Fort Said,  The covernorates of North and South Sinai will not
receive LD I1 funding, since they have substantial undisbursed funds
available ender the BVS Project. Both Sinais will continue to
participate in 211 LD 11 TA and training activities.

2. Lach participating qovernorate will receive two annual investment
and recurcont cost grents frem USAID and the central government. Grants
will be tived to coincide with the beginning of the GOE fiscal year.

3. The entry of both urban and provincial governorates will ba
phased.  The fcur governorates ceuprising the metropolitan areas of Cairo
and Miexandvia will join the progran during the first year of '
iaplementation, Port Said and Suez will join the nregram beginning the
sccond yeer, Mine provincial governorates will join the progrzm in the
first year {ollovad by th2 remaining eleven starting with the sacond
year. Disburzenents will, therefore, be phased over a three year pericd.

Y. LD II Orzanizetion and Management

1. The DSS T Sector Steering Cemmittee, created in 1982, will be
renaned tho Interninisterial Local Development Committee (ILDC). It will
be given brezdcr ministerial representation, with members from Loceal
Governmant, Planning, Finance and line ministries directly involved in
local basic scrvices such as Housing.

W
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Trovisions innex

Definitions: 7.5 used in this Annnx, the "Agrezement” refers to the Project Grant
kgrceiment to which this Anncx is attached and of which this rnnex forms a part.
Terrms used in this Snncex have the same meaning or reference as in the MAgreeoment.

hrticle XA: DProject Irmnlementation Ictters.

To aszsist Grantce in the implomentation of the Proicct, A.I.D., from time to
tiime, will isgue Projoect Imnlemontation Ioettars that will furnish additional
inforration about mattors stated in this herecrient. The parties may also use
jointly agrced-upon Project Implorcntation Letters to confirm and rccord their
matucl walocrstonding on “aobcto of tho implzuentation of this Lgreeront. Projact
Implcemzntation Ietters vwill not be uscd to amend the text of the hgrecment, but
can o uszd to recoxd revisions or exceptions which are permitted by th:
hgreermant, including the rovision of elcments of the amplificd description of the
Project in nnnex 1. , .

Axticle B: Cenernl Covenants

SECTION B.l Consultation. The Parties will coopuorate to assure that the
purpose of this Lqu'xc nt vill Lo aceccenplishad, To tiils end, the Parties, at
the rocuost of cither, will exchange vicws on the procgress of the Project, the
pexformance cf cblications under this hercement, the porformance of any consul-
tents, eontractors or supnlicers engaged on tha Project, and ctier mattors
relazting to the Prcject.

SLCTICH B 2 Execution of Project. The Grontee will:

(2) carry cut the Project cr causc it to ke carricd out with duc diligence
and cfficiency, in confcermity with sound technical, financial and
anagonent proactices, and in ernforrity with those decuronts, plans,
sp»ciflcutlnns, Cﬂntr~cts, schedules rr other arrangements, and with

any rodificntirns thercin, appreved by N.I1.D. pursuant to this
agreenent; and

L4

B

’

(b) provide qualificd and oxperienced manacorment for, and train such staff
as noy be poropriate for the mzintenance ond cperation of the Prcoject,
and, s applicakle for continuing activitics, crume the Project to be

cperated and maintainoed in such nmanner as to assurd the continuing and

QL

sucé¢essful achicvam:int of the purptscs of the Project.

~

wads and Sarvices.

cr
!.-l-
0
=
”~
rh
9]

SECTION E.3. Utilizes

{a) nny rescurcas Ifinanced und the Grant will, unless othorwise agreed
in writing by 2.I.D., bz dv ~ted to the Projoct until the crmpletion
cf tho Prnjcct, and thervaaftor will ke uszsd s as to further the
¢cbjcctives scught in carrying cut tho Proicct.

, W
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(b) Goods or scrvices financed under the Grant, erxcept as A.I.D. may

1 notheusad to pronmcte or assist a foreign
{cd m:LH ~r financed by a ccuntry nat
x.I.D. Gesgraphic Code Book as in cifect at

the time ¢f such usc.
SECTION B.4. Taxatitn. (
taxation or fzos inmposed under laws in effect in the territery of the
Granteco.

(b) To the cxteant thot (1) any cerntractor, including nny ccnsulting firm, any
parsorncl cf such controctor finorccd undsr the CGrant, and any preperty
or transactien relating to such contraocts and (2) eny c«ﬁm“o*t/ procurenent
transacticn finnnced under the Grant, are n~t ekermpt from identifiable
taxes, tariffs, duvtiss or other levies irmpesad vnder laws in effect in the
territory of the Grantecc, the Grantce will, as and to th2 extent previded
in and pursunnt te Praject Implementaticn Letters, pay or reimburse the
sarac with funds cther than those provided under the Grant.

SECTICH B.5. Pen~rts, Recoréds, Inspecticns, hudit.

The Grantee will:
(a)  furaish ALIWD. suach informatien and reports relating to the Projeet and
o this Lgre caerrent as D.I.D. pay reascicbly roquest;
(b) mnmaintain cr cause to be maintained, in acecrdance with generally accepted
acceunting principlies and proctices consistently apolied. bocks ané records

=) This foreerant and the Grant will be free from any

relating to tne Projoci =id to this Norcament,. adoquate to. Shﬂl,_hltduut" e

liitation, the receipt and use of goods ond sarvices acquired under the
Grant. Such hooks and roeords will be andited rocularly, in acccrdnnce
with gencrally cccopted avditing standards, and maintainad for three years
after the date of last disburxscment Dy L.IWD.; such books and reecrds will
also be adecuinte to show the nature and extent of solicitaticns of pres
peective supnlicrs of conds and serviczs acquired, the basis of awa 1d of
contracts and oriders, nnd the overall precoress of the Fro

conpleticn; ~nd

~

(c) efford nuthorizoed roonresentntives -7 a Partv tho ceportunity at all
reasonabls times t- insmect the Project, the utilization cf gocds and
soervices financed by such Pariy, and bocks, recouds and other dscuments
relating to the Prcject and thoe Grent.

SECTION B.6. Canpleteness of Informaticn.

The Graontee confims:

(a) that the Z-ots znd civewnstances of which it has infarmed L.I.D., or causcd

\/3.
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A.I.D. to bo infrrred, in the ceurse of rcaching agreciment with A.i.D. on
the Grant, ore *c*"’"“c ond comnmlete, ond include all facts and clreum=
stences that micht ratorially affect the Project and the discacrge of
respensibilities under this Agreoement;

b) Hhat it will inform A.I.D. in timely f“shlon of any subsequent fa

circunistances that might nitﬁrlﬁJl) "rCﬂt, or that i& a
belicve micht so affoct, the Project cr the discharge of r
this ngrecment,

ﬁ:
r-x .

SECTION B.7. Other Paymerts.,

Grontee affirms that no payments have been <r will be reccived by any official
of the Grantee in connecction with the procurcment of gnfds rr services financed
undeor the Grant, orcent foes, taves cry similor payments 1 cgally estaklished in
the ccuntry of the Grantoe.

SECTICN 8.8, Infermaticn »nd ifarking,

The Grantee will give mppreprizte publiciiy to the Grant and the Project as a
proaren to vhich the Unitod States has contributed, identify the Praject site,
and nark acads financed by A.I.D., as cescribed in Projeoct Implcmentation
Lettzrs.,

‘hirticle C. Prrouronint Pred 1"“5.

SZCTION C.1. Snecial wles.

;)
~—
W
:;
(&)
1]
(J Q
=
-5
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0
J
by
2
2
t
H -
T ‘a

.n 2% ccqon and air shipning will be decmed to be the
' serymar taeting elochipronts -

{b) Ppremiuns for marine inzuronos placed in the tarrisory of the Grantce will
be dezmed an cligikle F-reien Drchange Cost, i€ otharwise cligible under
Sectizn C.7(n).

{c) hAny ~thHr vahicles financed undcr the Grant will be of Unitcd States
manuLayturo, excent a5 A.1.D. may cthorwise agree in writing.

-

s

(@) Tranescrintion by alr, financed under tha Grant, nf prooerty cr porsons

(and their nerscnal cffcees) wiil bL cn corsinrs holding Unitcd Stetes certifica-
tion, to the exntent service by such carricrs is available. Details on this
reguircrnent will be doscribed in a rrnﬂucL Inmolementation Letter.

~

SECTION C.2. Eligibility Date.

No gouds or cervices muy be finnnced unGer the Grant which are nrccured pursuant
to orders oy contracts firmly placad or entored into pricr €9 the dete cof this
Agreament, except as the Farties moy cthorvisa agreae in writing.
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SECTION C.3. Plans, Sp=cifications and Contracts.

In order fcr there to e mutual agrecment cn the following matters, and except
as the Parties may otherwise agree in writing

(a) The Grantee will furnish to A.I.D. upon preparation,

, (1) any plans, snecifications,; procuremcnt or construction schedules,
! contracts, or other dacumentation reclating te gonds or services tc be
i financed undexr the Grant, including documentation relating to the pre-
aualificaticn ané sclecticn of contractcrs and to the solicitation of
bids and prcprosals. iiaterial medificatisns in such uocuncptatlnn will
l likewise he furnished A.I.D. cn preparation;

: (2) such documentaticn will also be furnished to A.I.D., upon preparas

l tion, relating tc any goeds cx services which, thcugn not financed undex
the Grant, arc deemed by R.I.D, to be of major importance to the

i Project. Aspects of the Preject invelving matters under this subksection

: ' (a) (2) will be icdentified in Project Implenentation Letters;

(b) Documents related to the precualificaticn of contractors, and to the
sclicitation of Bids or nrepos:ls for grnods and scervices finnnced under the

“Grant will be appreved by nID in writing pricr to their issuance, and tneir terms
will include Unitel States stenderds and neasuxenents;

(c) Centracts and centroctors financed under the Grant for engincering and
o other-priafossignallisexvicas, - for-censtruction.scrvicesy-andifcr-suchiothor =~

services, cquinnent or materiais as may be specified in Project Imalementation

Letters, will be approve!d by A.ILD. in writing pricr to cxecuticn of tha °

contract. Material modificcticons in such csntracts vwill also be oppreved in
riting by A.I.D. prior to cxecution; and

(@) Consulting firms used by the Grantec for the Project but nct financed
under the Grant, the sccne of their services and such of their persenncl

0 assigned to the Przject as A.X.D. may specify, and cconstructicn contractors

usel by the Gront2e fur the Preject kut nct finonced under the Grant, shall

kbe acceptable to .I.D.

SECTION C.4. Reasmnahle Pricz.

No more then reascnable prices will be paid for any gocds ox sexvices
| financed, in whole or in rart, under the Grant. Such items will be procured

on a fair anl, to the maximum extent practicable, orn a competitive basis,

SECTION C.5. MNotification to Potontinl Supnliers.

To permit all United States firms to have the cpportunity to participate in

-

i PR cteR Sl oy r;rvi:.s to Bo ninancos untica tha Grant, the Grantco wiill
furnlsh A.I.D. such information with regard thereto, and at such times, as
A.I.D. ray reoquest in Project Implementation letters.,
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SECTION C.6 Shi:;inq.

e meen

(a) Goeds which are to be tyoasportel to the territory <f the Crantee may not

be financed under the Grant if transported cither:

(1) on on ceean vessel or ecireraft under the flag of a country which
is not incluled in A.I.D. Geographic Cede S35 as in offcct at the time

shiznent, or

‘ .
(2) on an occan vesszl which A.I.D., by written nntice te the Grantee
has designated 2s ineligible; or

(3) under an ocean or air chaxtcr wich has not received pricr AI.D.

approval.

(b)) Costs cf oceoan corx a*r tronsportation (£ goxls or persens) and related

delivery scrvices may not be ’in*nc;@ under thu Grant, if such goods CFr PRrsons

are corrioel:
1 urcer the flac of a cruntry not, at the tine of

(1) on an cccan vesse
shivrent, ilentifiod unler the par-grash of the Agrecment entitled
Py curenent Source:  Poreign Exchans: Costs," without prior written

ALT.D. anvroval; o
(2) on 2n cecean vessel which ALIWD., by written notice to the Grantee; has
designated as inelicible; or

2r \hACh has not rmCuquﬁ rrior

) under an ocaan vesss J or &ir ch
A.I.DV ajprovall’ T

t orivately-cwned United States-{lag
at fair and reascnadle rates for such

s

(c) Unless n.I.D, -otermines that
commorcial ceean vaessals are not aveilsll

vessels,

£ £ifty percent (50%) of the oross tennage of all gonis
(conrutal soparataly for dry iulk crrrinrs, Ary cargs liners anll tankare)
finoneel Ly R.ILD. which may Le transported on ccean ves sels will Le
transnorte? onoprivatoly-swmel Undted Stotos-flag eomaercizl vessels
an
(2) at leest Fifty —ercont (50%) of the grcsr freicht revenue

a2 transvﬁrtc‘ tn tha

goneratcd by all shirments finzneed by ALILRL 2
y all e radd o or for the
COmeYe .al vessels.

territery of thsz Grantec cn dry Cu o0 liner
benefit nf privately-cwned United SL*tc -~f1é

]
\

g}

Compliance with the reguirements cf£ (1) and (2) of this sulsccticn must
nerts

La achizved xlth resoact to hoth any carge transporied from U.LS.
ané¢ anv carqo transroviel from noh-U.S. poris, computzsl separately.

w

Y
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SECTICN C.7. Ins isurance. .

a) Mavine insurance en Coods financed by A.ILD. which ers to be trensporte?
o the territory of tho Crantee me Y e financed as a Pireign Bxchange Cost
wider this Marcement provided:

2~

-

(1) such insurence is placed at the lowest available conpetitive
rate, and '

(2) claims thercunder are payatla in the currancy in which such g20
were financed cr in any freely cenvertible currcne 5

If the Grantee (on gevernment of Grantee), Ly statute, decree, rule, sequlntion
or nractice dis CerlhdtDS with rospcet to ALT.D. -financod srocuroment: acainst
any mariue insurance ¢ npeny authorized to do husiness in any State of the
Unitod States, thC“ all geods shinpel to the territory of the Grantce finanecd
Ly ALT.D. Lorzn1n01 will B2 incurced acainst marine riske and szuch insurance will
be placed in the Uniten States with a company cr companies authorized te do a
narine insurance Lusiness in o State cf the Unlhed States.,

() B cint s NETED Ly ctherwisae asrce in writing, the Croantee will in sure,

Or cause Lo Lo insurcd, gocds finance: under the Grent ingerted for the Proiject
azeinst xisks incicont ta their LT;ﬂSLL w the rcint ¢f their use in tho Prcjcet;
such inzuvizance will Le 1.subu on temms end conditicons consistent with soundad
cornercial ;:1cf*"c ant will insure tho fv” value of the gocds.  nny infemni fica~
tion received Ly tho Grantﬁe under such insurance will bo usoed ta replace or
Yepair any material anace or any 1css cf the cecils insures er will e UQ“H to
reimiurse the Grantoo fcx the replacenent or renair of such rﬁ'fs{-'uxy SUC
replacanents will Ye cf Sscurce and oxigin of countries listen in &.I.D. Cuo” achic
Cole 2235 as in oifoct at tha time rf reclacement, and, exee mtoas the lo-*tw" may
agree in weiting, will e ctherwise suljoct t: the srovi ic1 GE the hgreement,

SEHCTTONEC 85 ussh Sovernnant-temed miecss Property,

The Granteo agrzcs that wherever nracticalle United States Govoernment-cwined
Cxcess porsenal procerty, in liou of nnw items finonced under <hc Gra nt, should

ho utiiiz 2ed. Punids under tha Grant may fe usad to finance the costs of chtaining
such property for the Project

Either Party my terminote this forocnent Ly civing the ather Farty 30 days
written notice. "Mormination of this Zcrcoment will torminnte any obilications

of the Pavtics to provide financial cr cthor resturces to the Projact pursuant
to this Lcreement, oxcort for rayments vhich they ave connitied to moke pursuant

to non-cancellable crrmvitments entered inte with third parties peicr te the
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