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LOCAL DEVELOPMENT II PP
 

ANNEX 2A 

ECONOMIC ANALYSIS 

A. Introduction: 

wate
Local 

r/waste 
Development II would provide funds for new subprojects (e.g.water facilities, roads, canal repair, and solid waste
collection), and for operations and maintenance (O&M) of both these new
projects and the approximately 3400 million spent on 
subprojects under DSS I.
Expenditures for the new subprojects are expected to take place during 1986 to1989. O& expenditures will begin as soon as funds are provided togovernmental the local
units (mid 1986) and continue indefinitely. At first the O&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 II 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 long as
the subprojects 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
expenditures under LD I and future expenditures under LD III. 
 The interplay
of capital expenditures in
one period and OiM 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 O&M will-not yield theexpected level of benefits unless some explicit arrangementprovision of the O&M. is made forThe econonic analysis below assumes that the levels ofO&1 contributions pledged by the GOE will be continued throughout the analysis
period(i.e 1986 -.2005)_/ The implications of a significant departure from
this assumption, i.e. much lower O&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
sewer 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 likely mix of projects annual 
cost
estimates were projected for the period 1987 
- 2006. 

All cost and benefits are estimated in Egyptian pounds (LE).
inputs of material and labor All U.S.are assumed to be required at market oriented 
I/ The 20 year horizon chosen for measuring cost and benefit is arbitrary,
Sut linear extensions of costs and benefits beyond the year 2006 do not
greatly alter the results. 
 See note to table I.
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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 the 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 O&1 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-oriented 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 II project3/. The shadow factor would be different for
various subprojects, but the 1.4 shadow factor was felt to be representati've
of the average for all subprojects. No shadow price factor was applied to O&M
projects because the level of O&M estimates in constant 1986 LE is itself a
crude guess. Moreover, a greater percentage of 0&M expenditures will be on 
labor (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 O&M estimate. The
projected O&M expenditures are subjected to sensitivity analysis that
calculates the internal rate of return for various alternative O&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 (inconstant 1986 LE) will be spent on sub projects over the period

1986 to 1989. O&M expenditure, on this period will increase from 10 million
 
LE in 1986 to 31.5 million in 1989. Beyond 1989, all spending on subprojects

stops. O&M expenses will be about 35 million in 1987-89 in current LE,
displaying a decline in real terms. Beyond 1989 the level of O&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.
 

?. World Bank Report No. 413EGT, Arab Republic of Egypt: Issues of Trade 
Strategy and Investment Planning, Jan. 1983. 

3. USAID, 1984, Cairo Sewerage II Project Paper, Part VI. 

/-1 



- 2A/3 -

C. Benefits:
 

Benefits from LD II are derived from three sources: 

1) the difference between maintained and idle, or detforating, LD I 
projects;

2) the flow of services from LD II subprojects (which are assumed to be 
ihaintained); and,


3) 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 notknown, 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 3418 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 O&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 IIthe absence the LD O&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 inTable I,

isbased 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) inconstant 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 value 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 annu'al benefit flow of 40 million LE (10 percent per year on 400 million LE
.in subprojects). Since O&M has been provided fcr inthe cost structure for LD

II capital projects, it is reasonable to assume that these returns will 
continue throughout the analysis period.
 

The residual value of LD IIcapital projects is estimated to be 50percent, or 200 million LE. for some projects, like roads and water/sewer
lines that are well maintained, there should be no reduction in value even
 
after 20 years. Other projects, like 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 nobenefits 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 awarenessof the necessity of planning for and carrying out a sustained high level ofoperations 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&1 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 aboutthe interactions between benefit levels and O&M costs is shown in Table I. Adecline in the benefit level 
to 45 million 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 inthe future would quickly reduce the internal rate of return to unacceptable
levels.
 

The sensitivity analysis also shows that relatively small changes in theO&M costs can produce large changes in the internal rate of return. If truesavings can be found in the O&M costs, through increased labor productivity(for example), then the project returns could increase sharply,. If, however,0&1 costs are reduced by simply failing to perform needed work, the benefitswould fall by a levered amount (I LE reduction in costs will imply a larger
reduction in benefits) and the lowering of 0&I1 costs will 
sharply lower the
 
internal rate of return. 

An awareness of this final relationship, i.e. the linkage between O&M andbenefits is, of course, a primary project goal.
 



IABLE I Costs, Benefits.and IRRs 
(inmillions of Egypti.n'PoundsLE)) 
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Sensitivity Tests 

Benefits IRRIZ) Costs IR(l) Eno Year IRRIZ) 

45.00 
55.00 
65.00 
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85.00 

4.721 
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14.221 
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LOCAL DEVELOPMENT II PP 

ANNEX 2B
 

INSTITUTIONAL AND ADMINISTRATIVE ANALYSIS
 

I. 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: (19
the lack of policy-making bodies at the ministerial and governDrate 
levels to direct the program, (2) weak horizontal linkages at all levels 
of government, (3) a multiple command structure within local government 
and, (4) a lack of healthy collaboration between the executive branch of 
local 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 Aiiana, 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 Conmittees (OLDCs) 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 committees 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 
conti buti ons. 

I I. Introduction: 

Egypt has undergone a number of evolutionary changes in its 
govermnient 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 this 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 thie 
delivery of basic services. Local control over local development 
problems 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 
decentralTzation, 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 interiniinsterial 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 III, The LD II Response, analyses the appropriateness 
of the project innovations to the institutional issues. And Section V, 
Implementation Feasibility, discusses the practicality of instituting 
these prosed changes. 

I. Background
 

A. GOE Decentralization Laws:
 

Unlike the U.S. system where local 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 124/1960 created the governorate, town and village 
jurisdictions. Pcular councils were established to administer the 
following functions: education, labor, public health, agriculture, 
utilities and housing, food supply, rural development, social affairs, 
communications, cooperatives, and security functions 

2. Law 57/1971 was issued by President Sadat in order to increase 
pcpular participation in local government. Two councils were created at 
the governorate level - an "elected" peoples' council and an executive 
council. The peoples' councils were vested with the power to suggest 
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 local 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 the local units and has increased the functions
 
for which the local units are responsible, for example school teacher 
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 Impacton Decentralization in Ejypt:
 

BVS 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-generatingdemonstration projects, the benefits of which return to the local units'
local 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 byindependent project steering committees which are only loosely tiedtogether 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. Increasingly,
the Decentralization Program encounters program issues that are larger
and more interdisciplinary than can be appropriately resolved by thesector s- ecific project committees. An attempt made under DSS I to form 
a Sector Steering Committee was largely unsuccessful. 

Below the level of the steerinn committees exists a similar lack
of policy determination/program coordination in the governorates. Nospecific 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. 



B. Legal Mandates and Technical Capabilities of the Various Levels 

of Government in Eqypt. 

1. The Central/Ministry Level: 

G(E officials continue to hold mixed views on the appropriate 
role and function of central ministries vis-a-vis local government. For 
those who share tile mora decentralized view, central mininistries should 
establish broad policy guidelines, institute legal changes in the system 
and pr.,vide technical assistance to local government in their respective 
areas of technical expertise, leaving priority setting, program planning, 
and iiplementation in the hands of local authorities. The countervailing 
centris.t position argues that both technical ability and financial 
resources am scarce and therefore, must be tightly controlled and 
rationalized through central planning. According to that view, programs 
shou*d be managed by technically-specialized central government 
mi ni stri es. 

Beth ministers and governors, who share cabinet level rank, 
hav the authority to plan, design and implement projects and programs. 
TK executive councils of the governorates are also empowered to 
adiinister any programs which the ministries choose to implement at the 
gover, orate Ievel. Importantly, governorate popular councils only review 
and Epprove ( .4ernorate-controlled programs. The central service 
riinistries a-e free to implement programs in any governorate at their 
desctretion and sometimes in the absence of governorate level 
coordination of those programs with other governorate projects. 

Ihile the ministries, in most cases, have the strongest 
technical capabilities, th. governorates, through the representative 
directorates at the governorate level have strong capabilites in project 
and prograra administration and good emerging capibilities for planning, 
budgeting and design. 

2. TIl Governorate Level: 

Although governorate directorates perform different functions 
for the governo rates and the central service ministries, coordination and 
control of iczal development progranis is increasing at this 
gov\ernorate/di rectorate level. 

Governorate directorates are empovered to administer 
centrally-funded line ministry programs and projects. The same 
directorates are authorized to implement governorate-funded programs and 
projects. Pqpular Council approval is required for all plans and budgets 
which originate in the governorate, but, as mentioned above, not for the 
programs which originate in the ministries. 
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Technically, the governorate directorates have strong

capabilites for project and program administration, and developing
 
capabilities for planning and project design.
 

More recently, the governorate level popular councils have 
begun to form sector specific subcommittees which also have limited 
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: 

T role of the markaz/district is one of subgovernorate 
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
limited 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 Level: 

' Local unit executive councils are responsible for the 
administration of all 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 councils have limited technical 
capability, this is the locus of local expertise which the 
Decentralization Program is trying to strenghten. BVS and LDF projects 
have significantly improved the technical capacity of these councils. 
Vertical access to technical expertise at the markaz, governorate and 
ministerial levels enables the local unit to administer the bulk of these 
relatively sia:ple local development projects and programs. 

n,,ile the local unit popular councils still have little or no 
technical ca-,ability, their strong local contacts and ties to the 
community er;.surre popular voice and participation in the program. 

U. The Iu-ltiple Command Structire in Local (bvernment and Theci~TiffI~ Bet\.w r z~nta-l--nd -n-k-'--s.ViTo Vertfc-iT 

As is evident in the description of local government authorities 
and capabili zies above, governorate directorates have a multiple lines of 
coriamnd; they respond to the line ministries for programs and projects 
whicil originte in the ministries, they answer to the governor and 
secretary [e.,val for governorate-sponsored programs, and still in other 
cases, s,_ar=te institutional arrangenents hazve been made for 
AIJ- sponsc~rIprojects. While sdldries aie paid from govarnorate 
accounts, sa,.-;ry levels are controlled by the central auttirities, and 
promtions re determined by both the line ministry which cooresponds to 
the direcbor--Le and g'vornorate level officials. Increasingly governors 
have a vznicc in personnol, but conflicts clearly exist over who is in 
c ha rge. 

Th situation is similarly confused in the case of planning, 
budgeting and finance. Both the governors and the ministries argue for 
programs an" le%?ls of funding for the governorate level directorates. 
The Ministr- of Planning is then expected to rationalize all investment 
budget (Bab ].) reqLuests. The result is separate budget allocations for 
the same iur..-tion controlled by two different, independent institutions 
with contrn' over the same employees at the governorate level. As an 
added coa-nIc.ation, w.;hile the MPIC makes Bab III allocations for 
gocvernorate level programs through both the central service ministries 
and the q.r'rcrates, the governorrates dre cxpected to secure 0 & 11 
Financ:ing froir. central authorities for all projects implemented at the 
gowr-orate 'evel. Tue LD II Program would attempt to inprove 
ceordinatio:, b, linking the Service Delivery System 'ith the 0 & M System 
at the gov\r'niorate level. 

This confusion in lines of command is an unavoidable stage in the 
process of d-_centralization; a system that was oriented entirely towards 
local ad,Iinistration of central projects has now gained control over a 
number of lotcally-initiated programs. 



The strong vertical linkages with the line ministries fortechnical assistance which exist should be retained in the process.Almost any level of local government can request assistance from the lineministries for project design 
are 

or implementation. These vertical linksstrong throughout the executive side of local government and willcontinue to play a vital role in LD II. 

Governors are increasingly exerting their controlexecutive councils and over thecertain ministries have deconcentrated manytheir activities. However, ofthe problem of having at least two bosses
remains. 

D. Weak Coordination of Programs within the Executive Councils. 

As a result of
councils and down 

the dual command structure in the executivethrough the directorate system, the directorates andtheir representatives in the lower levels of local government have littlereason to coordinate programs. The only people capable of establishingcoordinated plans and program implementation are the executive councilchiefs. Unfortunately, the imperfect command structure between thesechiefs and their councils results in good coordination only in the casewhere the council chief has a strong personality, or as we have seenunder DSS I, where the councils have complete control over projectfunds. This situation applies with respect to the governorate executivecouncil and the govarnor as well. Personal influence is often thedeciding factor in the success of local government in the absence of
clearer lines of command.
 

E. Public Sector Salaries.
 

Low 
 public sector salaries and incentives are a major concern forthe GOE and have a direct impact on the operations of many AID/GOEprograms. Under DSS I salary incentives were provided for GOE employeesfrom the GOE contribution to the program. The experience of the previousprogram argues strongly for the inclusion of salary incentives from theGOE contributions to ensure a proper level of enthusiasm for the programon the part of middle and lower level GOE functionaries.
 



111. The LD II Response 

A. Strengthening Program Policy Fonnulation: 

LD II wouid establish an Interministerial Local Development
 
Committee(ILDC) with representati s ~ ad ur-an governorates
dFoh-7i 
and the inistry of Local Government(MLG), the Ministry of Planning and 
International Cooperation (MPIC) , the Ministry of Finance(NOF), 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 TT---The Anana would be responsible for the 
coordination of all technical concerns which arise in the program,
conduct or contract 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 E-vel op;rent Corni ttees (Governo rate LDCs) would be established at 
each v of local government to oversee the LD II Program. Most 
goqvrnorates alrtady have established informal arran'c-ments which 
resemble these L)Cs, but they would be more clearly defined under the LD 
II Program. The governorate level joint committees would have the 
initii1 respcisibi-Ity of establishing allocations for the other levels 
of local go-i'ernwnont within the governorate. Joint technical 
subcoOn-ittees under the LDCs would be formed from representatives of 
concerned diectorates, on the executive side, and committee chairman on 
the pc-pular council side, to study gov.rnorate-specific technical 
concern.
 

Tids approach would encourage coordination among the various line 
furctions within the governorates. Having popular representation on 
these comumittees at the governorate level would ensure that local 
concernis and priorities are addressed. Furtherore, joint
 
executive-popular decision-making would contirbute substantially to the
 
level of technical understanding of the popular council members.
 

B. Building Technical and Decision-Making Capacitiy:
 

Cpacity building has always been a primary concern of the joint 
A!D/G3E Decentralization Program. Experience under DSS I indicates that 
substantial impraverments have occurred in the decision-making and 
technical capabilities of all levels of local government. LD II plans to 
continue strenthrning this capacity through financing, training and the 
continued provision of selective technical assistance. 

Departures from DSS I in the new LD II Program to improve 
capacit.y include placing more responsibility at the goverrorate and 
markaz levels for the initial allocation of funds. 



One of the weakest levels of local 
government has been the
marakaz in the provincial governorates. Traditionally by-passed in prior
AID and GOE programs, little legal authority or technical capability hasdeveloped at this level. 

Under LD II, capacity building at the marakaz level would beencouraged 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 allocationand project planning and approval processes. 

This new role for the markaz and increased role for thegovernorate decision-makers is in contrast to the almost exclusiveattention directed to village level 
decision-making under the DSS I
Program. LD II would, in effect, emphasize improvements in thedecision-making process at all levels of local government. 

C. Strenghtening Procram Coordination by Improving Horizontal 
Linkages inLocal Government:
 

The GOE decentralization laws empower the popular councils toapprove and supervise the programs developed 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 establishent ofjoint popular and executive planning and implementation committees(theLDCs). Accordingly, the technical capabilities of the executive branchof local government would be joined to the decision-making authority ofthe popular councils to strengthen the capacity and effectiveness ofboth. With this arrangement, the problems of program coordination between
the two branches of local 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 processthat takes time. The LD II Program interventions are designed togradually increase the decision-making capacity and technical capabilitesof local government so as to reduce its dependence on the centralgovernment, and conversely, to increase the reliance of the center on theperifery. Central authorities would continue to intervene in the affairsof local government until these capacities and capabilites arewell-proven. As is already evidenced through improvements in thefunctioning of local government under the DSS I Program, decentralizedcontrol of local development is a growing reality. 
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E. Incentives for Public Sector Enployees: 

Experience has shown the necessity and usefullness of providing 
incenti yes to GOE 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 DSS I Program. The effectiveness of an expanded policy body under LD 
II is therefore a serious concern. The creation of a full-time policy 
analysis staff, through the Anana, is seen as crucial to the efficient 
operation of the ILDC. This-ip6rtant addition under the LD II Program 
will remove a major constraint to the formation and functioning of such a 
high-level policy committee. The Amana staff would analyse program and 
policy issues and bring them to th-T-11-C for resolution. 

The PNnna itself is already well-established. The L[ II Program was 
designed ZYo-Tgh the coibined efforts of the kAiana and AID. Technical 
and financial assistance directed specifically to the Agiana under LD II 
would enhance its capacity to address program needs for Te-hnical and 
policy analysis, infomation systems, and training. 

In many ways, the transition from DSS I to LD II is well underway. 
While the LD 1i Program gives clear,!r definition to the roles and 
functions of the concerned organizations and agencies, several of the key 
organizational relationships defined in this Program Paper are already 
established. AID's relationship to the Anana and with representatives of 
key ministries have developed substantially during the new project design 
phase. Or 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 
required for its success. 
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(2) LD II 

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 system. 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. Larger 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 
supplied 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. 

Water treatment is expensive but more importantly is 
difficult without qualified operators and maintenance personnel. This is 
especially true for compact units where the treatment process is hidden 
from the operator. Furthenore, imported compact units are built for 
either tile vorst case or an average situation. In other words, they are 
not designed for a specific location or water treatment requiremonts.
Therefore, the units tend to be either more expensive than necessary or 
inappropriate for a particular environment; usually compact units have 
enormous operating costs. Under LD II USAID will recommend that water 
purification systoms 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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It. 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 
capacity--thus development. Furthermore, technically sound sub-projects 
are normally 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 II 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 
acti vities. 

2. Description of Each Major Activity. 

a. Rural Water Supply 

(1) DSS I 

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.
 

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) line, 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 Aerican Water Works Association both state that there is
 
no evidence of harnful 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 II 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 
recommendations, page 2C/27]. Furthermore, 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 counLries. 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 I 

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 settlments 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 environment 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 detenining its own priorities. Local 
government and village people decided that their first priority was for 
potable water. Now that this demand 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 were
these projects converted into 
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 aon 

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 these 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 $5.00 to 575.00 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. 

A
 

PV 



- 2C/8 -

A means must be developed to prioritizb 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 
found in rural settlements. This range of technologies will allow the 
true application of appropriate technologies to problems.
 

Because the rural wastewater sector is relatively new, it 
.isdifficult to predict what technologies will be employed. This does 
riot wneafI that the technologies to be employed under LD II are all new, 
many have been well proven in other countries over many years. Some 
however, will be new to Egypt. Others will be new, because new and 
creatixe solutioris will be required to solve serious wastewater problems 
on a limiteJ budget. And ultimately, local government must decide what 
technology suits its needs. The anticipated technologies can be grouped 
into four gencral categories: household solutions, community solutions, 
interim solutions, and ultimate solutions. Within these categories the 
systems have three functions waste collection, waste removal, waste
 
di sposal/ 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 septic tanks, are considered household solutions. Household 
solutions 3re best suited for small isolated villages, with populations 
under 5000, where it is not economic or practical to develop 
co munity--wide or regional systems. 

(c) Community Solutions 

Community solutions systems, such as a piped sewerage 
network with collection, disposal and treaLment facilities. Community 
solutions have lower per capita costs than household solutions and are 
best suited for villages or towns with populations above 5000 people. An 
important consideration that the technical committees for LD II is the 
distirction between household and community solutions. Itis likely that 
due to high cost, part of the
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system's cost must be borne by the residents. It is, therefore, vital todetermine 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, thedemand is high, the need is high, and the relative cost is also high.Therefore, Egypt will be required to develop low to medium cost interimsolutions that will satisfy "todays" sanitation requirements, before
ultimate solutions can be developed and paid for. 

Interim solutions include the vacuum sewage trucks that fanout from the marakez and governorates each day to collect householdwastes which are then dumped into drains. Sullage collection systems andgroundwater lowering systems are other forms of interim solutions. Theseappropriate 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 limited technical capacity this ideal will 
require time
and a willingness to upgrade existing water and wastewater systems before
they deteriorate. 

c. Rural Roads 

(1) DSS I 

Over 4000 km of gravel and asphalt rural roads wereconstructed. The rural roads are generally small feeder roads that weredesigned to improve accessibility within and beyond villages. 
 BVS roads
have eased the movement of agricultural goods and services to and fromvillages and their local markets, and stimulated local development by

improving communications. 

(2) LD II 

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. Ho.,,ever, due to the 
rains in the Delta ,and 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
 
IIwill focus on the upgrading of existing DSS I roads as well as
 
building new small roads.
 

d. Canal Maintenance and Lining
 

(1)DSS I
 

Canal nintenance and lining under DSS I/BVS consumed five 
percent of total BVS project funds. It consisted of the repair of or
 

construction of cement/stone masonry anqled walls inside existing canals
 
to prevent erosion or leakage. The inipewentation 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 M4aintenance/Lining under LD II 

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. Ifthese standards are not met the canals will leak.
 



- 2C/lI -

Canal maintenance and lining can be improved under LD II.
Canals can be built with a plastic waterproof lining that is relatively
inexpensive. The FAO has coni,;cted a successful appropriate technology
canal lining pilot activity in Beheira, utilizing pre-aixed mortar in bag
forms. 
 USAID should study the results of thi.s 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
collection 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 wheeltractor 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 anddistrict to repair cleanup equipment. The results have been mixed. Themaintenance 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, efforts have beenthe successful, but the solid 
waste problem is continuing to grow along with the cities population
growth.' 

(2)LD II
 

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 problemfor the collection of solid waste, this will receive more attention under 
LD II. 
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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 m3nagement. The Governorate of Cairo 
is closing three solid waste dump sites because of high amounts of air 
pollution arid the potential for leachate contact with the groundwater 
table. To replace the dumlp 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 kctivities 

(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 improvements 
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: 

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

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

(c) Health-- new clinic additions, new hospitals additions, 
renovations 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-- managetient, 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, etc.. 
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NUS has achieved much success in the upgrading of urban 
areas. However, 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 
under5taffed. 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 II 

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) improving Designs 

Under LD II intensive skills training will be required for 
district engineers. The capacity of the private secto3r should be 
stimulated and utilized, especially where public sector capacity is 
extrcnely 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. Therefore, the GOE and USAID must 
find creative ways to supply transportation and travel expenses(incentives) to the supervisors. A portion of sub--project funds should 
be allocated to supervision costs. This can be established and 
maintained by the Urban Subcomnittee of the ILDC. Though problematic, 
supervision is a critical issue and cannot be ignored or the quality of 
projects will not improve. 

(c) Improving Maintenance 

See Section II.E.l.c.(5), O&H Maintenance Facilities and 
Management, pages 32 and 33 of the PP. 

3. Assessment of Local Technical Capacity to Plan, Implement and 
MaintainPTr3ects
 

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 coun1cils greatly inhibits the ability of local 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 theor'y of DSS I, (that development must be done by local 
people to be effective), remains sound. 
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There are still major problems in the implementation ofinfrastructure projects by local units. In fact, if the situation doesnot improve many projects will cease to function or at most operate onlymarginally. 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 personnelto 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 sufficienttechnical professionals at the governorate level, even a surplus in somegovernorates due to the national employment policy. The crux of theproblem 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 villagesappear 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 legal statu;" and, as a result,have become more independent of central authority. Many village councilshave changed project plans that were conceived at their governoratewithout 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 O&M costs). 

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

(2) The Technical Capacity of the Governorates and Marakez tosuppot the Local Units (MHPU Engineers, Ministry of Irrigation
'Engineers, Roads Department Engineers.) 

There are many qualified engineers in the governorates. Alack of incentives and limited work related transportation limit their 
participation in village.
 

The governorate and markaz technical staff participate inplanning, do detailed designs for village projects, which they thenreview and authorize, and then oversee implementation/construction.
However, much of the above work is done because these employees can earn 
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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 leit to supply their own sub-standard technic.al 
assi stance. 

The capacity to give technical assistance to the local units 
by the markaz and gov rnorate engineers is also reduced by transportation 
problems. ttt villages that implement BVS projects are permitted to give 
a I%discretionary fee to technical assistance but this, in fact, only 
covers transportation not the technical assistance. For LD II, a design 
and construction supervision fee would become an authorized use of 
project funds. This would increase the quality of village activities, 
and decrease O&H costs, even though it may slightly decrease funds used 
for capital costs. 

For operations and maintenance, the villages must rely on the 
marakez and governorates for levels of mair ienance that cannot be 
perfored in the villages. Most governorate maintenance centers have the 
necessary equipment, (much of it supplied by the DSF Project). This is 
not the case in the r;rkez. lany marakez do not have appropriate or 
sufficient equipmentf upport the villages. LD II can better support 
village developiment by supplying th, marakez with necessary equipment to
 
support tha villages. Also, the (lveopn-ite of super maintenance centers
 
(one in each goverorate) with complete sets of equipment and quality 
technical assistance, will improve O&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 capacity of the public and private sector 
AtE/construction finis who constrlnct 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 work is 
generally fair to poor. Roads are normally constructed by either the 
Roads Depariient or public sector contractors; this will vary across 
governorates. On average the quality of construction is good, but there 
are scne technical problems. 

(4) Coordination Between Projects 

Local projects are not well coordinated. 

http:technic.al
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From a technical and economic perspective it is vital thatrelated 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 term coordinate'd 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 relatedinfrastructure projects be integrated through master plans developed at
the governorate level. 

b. The Urban Areas 

The urban projects financed through NUS are implemented throughthe district councils and through private voluntary organizations --

PVO's.
 

(1)The Technical Capacity of the District Councils 

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

Urban District Councils inare a better position than villagecouncils 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 positionto 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 itis, in the rural areas. There 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.
 

17 
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(2)The Technical Capacity of the PVO's
 

about 1600 PVO's inGreater Cairo and Alexandria
There are 

which are eligible for IJUS grants. The major linkage between the PVO's
 

The

and the qovernment is through the Ministry of Social Affairs (MSA). 


of programs that the PVO's are associated with are social services,
types 

sewing training centers, medicalsuch as nursery care, youth clubs, 
clinics, educational tutoring, food cooperatives, neighborhood 

beautification, etc.
 

It is difficult to generalize about the technical capacity of 
because the types of projects that the PVO's

PVO's to implement projects 
as diverse as the PVO's themselves. If a specialist
are involved in are 

not available within the organization (usually not
is required that is 


to contribute his or her time 
the case) one can often be found and asked 
to the projects. 

PVO's do good needs' analyses. Being local neighborhood
 

organizations, they are nre able than government to recognize 
the needs
 

This is the real value for PVO's for development. Where

of people. 

government has the technical capacity and funding to implement 

projects,
 

able to conceive projects. Good coordination, and
the PVO's are r,-ore 

even collaboration, between PVO's and government would facilitate
 

appropriate local development.
 

4. LD IIInterventions to Improve Local Technical Capacity and
 

Selection oficTffF6h ogy
 

a. Planning, Design, and Implementation Criteria
 

improve technical capacity and selection of
 Criteria designed to 

technology for sub-activity planning, design, and implementation 

are
 
criteria can by developedannex. Theselocated in Part C.3 of this 


future by the LD II Steering Coinnittees and guide local entities who have 

responsibility for planning and implementation.
 

b. Technical Assistance (TA) 

the gaps that exist in local capacity, technicalIn order to fill 
to areas was notUnder DSS I TA ruralassistance will be provided. 

for this was because neither ORDEV, the
adequate. T1e primary reason 

agency, nor the governorates, nor the TA contractor had the
implementing 

ofresources to satisfy the needs 
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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 included.were 
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 living 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 "ifsuch 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 development

of a decentralized planning process rather than delivery of specificon 
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 
throroughly tested during the implementation of all DSS I activities 
(Kerr and others, 1983). For LD I, the requirements for 611(a) would be 
satisfied because the decentralized planning process will be adequately 
developed through through training and technical assistance to local 
go\errum ent. Furthermore, monitoring and evaluation of the local planning 
process by USAID, the GOE, and technical assistance contractors would 
highlight areas whhere 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 II
 

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.I.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 II 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 IIactivities 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, Valley and More than 90 %of theNile desert. 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. Each 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.
 



- 2C/22 -

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 extennely crowded and are still growing. As a result, 
pollution 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 Valley. Land reclamation projects, in the
 
Western Desert and along the fringes of the Delta are being implemented. 
Lack of fresh water is the major problem in this area. For example, as 
water is pumped from deep wells in the New 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 arid 
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
 

(l)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 level lies close to the ground surface, often 
within a meter of less. Groundwater levels have tended to
 
rise over the past 10 to 20 years because the Aswan High Dam 
has allowed irrigation throughout the year instead of only
 
seasonally 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 limited 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 Provincial 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 

/
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The Analysis anticipated
sanitation, and canal maintenance and liding. 

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 I/BVS over 4000 km of 

gravel and asphalt rural roads were constructed, major negative 
not been noted. The BVS rural roads areenvironmental impacts have 

generally small inter village feeder roads, constructed on existing lanes 

and streets,that were designed to improve accessibility. 

roadsInitially, 3VS funding criteria stipulated that the 
be gravel and not paved. However, due to the increasing flow of vehicle 

gravel roads experienced much wear andtraffic into rural areas the BVS 
pot holing. The governorates decided, therefore, to pave the gravel 
roads with governorate funds. The paving increased the service lives of 

the road projects and the operating lives of local vehicles. In December 
1983 the IAG 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 
waterwould be major environmental concerns associated with supply and 

and four above, village watersanitation. As indicated in sections three 
of negative environmental andsupply projects are not the primary cause 

health impacts in villages, but that 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.
 

of the BVS projectNevertheless, the implementers 
into villages without wastewateridentified the delivery of potable water 

systems as one probable 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/wastewater problem in 

1983. However, BYS involvement in wastewater activities developed 
of the nature of the DSS I program, which allowedslowly, mainly because 

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 
their villages.excess wastwater is unsanitary, and must be removed from 

served by potable water systems, wastewater removal isIn villages being 
now top priority. 

qq
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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. Nvertheless, 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. Ifthe 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 iscanal maintenance
 
and lining. Proper lining 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 attention under 
LD II. "I'' 

(2) In "he 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 limited 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 
suppl i es. 

Asecond concern for the desert coastal towns, including Sinai, 
is their sewage. Many of these towns are developing to serve tourism and 
new settlers, but they have not solved their wastewater problems. 
Seaward outfall of sewage may be an easy interim solution, but this is 
polluting the very beaches that are required for the survival of the 
tourist industry. This did not receive attention under DSS 1 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. Neighborhood projects may involve street cleaning, 
garbage collection, sanitary improvements, or repairs of public water 
supplies. However, the composite 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." 

(l)Greater Cairo and Alexandria 

The types of activities implemented under the NUS Project have 
attempted to improve the quality of life for the urban residents of Cairo 
and Alexandria by improving their 
neighborhood envi ronments. NUS is an example of a project 
that has attempted to be more effective through actions taken 
to mitigate environmental impacts. Nevertheless, 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 awareness 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 Zabbaleen, together, are 
inadequate in dealing with Cairo's solid waste problem. The CCBA lacks 
the appropriate equipment 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 havetractor carts 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 

t/ 
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important than groundwater lowering projects in ridding villages of 
septic pools and backed-up latrines. Canals near villages contribute 
unseen but high amounts of groundwater to villages. Tlx.y 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 explored by USAID and the IAC. 

Six demonstration projects in two Delta governorates using 
appropriate technology 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, arid 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 
number of Nile governorates. Also, private firms are selling compact 
water treatin-nt units, claiming that they are small and "easy" to 
operate. The fact remains that these units have not really been proven 
in the enviroriment. LD II will continue the study of these units to 
ascertain their economic arid environmental appropriateness. 

A situation such as this occurred, recently, in a Delta 
governorate. The local politicians were told that the compact unit was a 
good answer to their wastewater problems and, furthennore, utilized 
little land. However, when the yearly operations costs were calculated, 
it was found that the system probably could not be financially supported 
by the governorate. Furthermre, 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 ponds, and 
aquaculture ponds. These systems do utilize more land but they can 
probably be maintained in Egypt using mostly local material. 

Finaly, the land issue in Egypt cannot be underestimated. 
It is of paramount importance and will play a large role in the selection 
of all treatment units. This is the primary reason that maiy local 

asgovernments are opting for small but complex treatment systems, such 
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. 
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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 are "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 term 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 II 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/wastewater treatment units used along the Hile, 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 

NUS activities have a positive effect on the urban environment. 
Under LD II, urban activities would follow the same activities trend set 
by NUS but include more emphasis on the rehabilitation of educational 
facilities and ttie 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 
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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.
 

the quality of project design and 

C. ENVIRONMENTAL AND TECHNICAL PLANNING AND DESIGN CRITERIA 

1. Introduction 

and 
The designers of LD II recognize that there have 

technical concerns associated with various DSS I 
been environmental 
project activities 

and that there is the potential for these same types of concerns in 
LD IJ. As a means to improve 

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 II funding for implementing local 
projects. 

Planning and design criteria do not guarantee that project quality 
will automatically impreve. Recoiendations take time to be absorbed and 
become institutionalized. In order for this to occur, the project 
implonenters 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 well 
as impl ementers. 

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

2. The Monitoring System 

Next, the iterative system of field monitoring can further integrate 
design criteria into the implementation of local projects if local 
implementers recognize imonitoring as being a useful learning tool for 
themselves and as a method of making their needs known to higher 
authorities. Including those organizations currently monitoring DSS I 

offices located atactivities, LD II will attempt to bring the technical 
the local level into the monitoring system of the program. By placing 
part of tihe I.onitoring system at the local level, where the projects are 
implemented, the recotwr.ended planning and design criteria and monitoring 
findings should become more meaningful to project implementers. 

3. Planning and Design criteria for the Technical and Environmental 
Analysis of LD I1 

a. Water and Wastewater 

The greatest potential for environmental concerns exists within 

the water/wastpwater area. As a result, the majority of design criteria 
recommendations will fall within this area. 
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(1) Potable water projects and wastewater projects should beconsidered as a continuum of systems and constructed in sequence. When avillage 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 toconstruct a piped wastewater system before or during the construction of a potable water system, since wastewater lines are normally deeper thanwater lines. If a wastewater line is installed after the construction of 
a water line, some parts of the water line may have to be removed in somelocations 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 andwastewater systems together. The high cost per capita and per local unitwould restrict wide spread development activities. Furthermore, low cost
appropriate solutions, now being developed, may not require piped
 
sewerage in all locations.
 

(2) All water/wastewater projects should have a detaileddesign 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 BeheiraWater 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 removedand replaced with new pipe under engineering supervision. 

Governorate Ministry of Housing engineers design and overseeconstruction of village water systems after office hours; they should becompensated for this activity. By law, they can accept limited
incentives through their govornorate, of up to 100% of their yearlysalaries. This type of incentive program has not been available to them
from AID funded projects, which has caused neglect of those projects. Ifthey were fully compensated for this design work and construction
supervision the quality of projects may improve. Furthermore, this mayalso stimulate greater private sector involvement in design. Privatesector engineers should be the major target for the future, because theHousing engineers are now forced to review the same work that they
design. 
But for now, the major group targeted should be based on local
capacity;give the work to those who can do it now, and simultaneously
build capacity for the future. 
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(3) Before additional water pumps are approved for procurement 
a water wastage survey should be conducted in order to establish tile 
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. 

Discussion: 

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 spraw;,l and the unwarranted use of agricultural 
land. Water systems that make full use of gravity flow facilities, (water 
tanks), ensure 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 irore, in order to reduce wastage. 

Discussion: Recommendations such as 3, 4, and 5 could have a 
major impact on wa :er wastage in systems where there is significant 
!eakage. (,,bove 20% should be considered siqoificant in Egyptian water 
systei;is. Estimates of wastage are between 20' and 70%. The Binnie/ Taylor 
engineers in BehIvira cstimate 60% wastaqe due to leaks in Behrira rural 
water systems.) Any m.eans that reduces water wastage will reduce the 
required, capacity and cost of wastewater or sanitation systemics and could 
have an impact on reducing perched vater tables under villages. 

(6) The recoumnended quality for water supply are the World 
Health Organization's "International Standards for Drinking Water", Third 
Edition (971) [C] Ti-ese standrds are quite rigorous and may be 
difficult 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 tht-t require large amounts of 
imported equipment should only be used if there are no other alternatives. 

Discussion: Compact Water treatment systems that are imported 
form off-shore rely on imported parts and high technology. Th.; operation 
of these systems should be observed ovr time, in order to detei%,ine 
their appropriateness to the envinmoment. Existing units that have been 
procured through DSF or purchased by local government should be test 
cases.
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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 treatiment unit operators if it is determined that the
 
initial training provided by the suppliers is insufficient or
 
inappropriate. 

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

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

10) In governorates where water companies are in existence, LD 
II 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 II water 
project, designed for self contained use for the present time, will at 
some point in the future be connected to the water conypany 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 i1to water and wastewater systems, at high cost, to 
compensate for poor operdtions 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 preventing leakage. 

b. Canal Maintenance and Lining 

(1) Canal maintenance and lining 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 lined 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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c. Road Projects 

(1) All 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 
kept under controllocal inhabitants must be considered. Dust should be 

soon as possible.through spraying. Embankments should be reseeded as 
Truck traffic should avoid densely populated areas if possible. 

(3) New road projects should avoid natural areas and 

archeological sites. 

d. Solid W.aste Management 

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

Discussion: Tl-lre are no plans at this time for a solid waste 
disposal activity for LD I. 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 
environmental implications of ultimate disposal. 

4"
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D. Environmental Certification -- attached. 



DATE: 

EPYTTO: 

SUBJECT, 


TO: 


-2c/36 - UNITED STATES GOVERNMENT 

memorandum 
07 August 1985 

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

LDII Project Paper
Environmental Analysis 

DR/LAD, Fred M. Pollock 

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 bc, 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 speci ic activities. 

The administration of the LDII Project is 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 20 Environmental
 
Procedures 216.2 (c) (1) (ii) "A.I.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 details of the specific activities that have an effect on the
 
physical and natural environment for which financing is provided by 
A.I.D.". 

The project focus is on the development of a decentralized
 
planning process. 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 
included 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 Saqqara Institute of ORDEV.
 

In an effort to encourage villages to select appropriate
 
tochnology choices, pilot projects will be developed. These pilot 
projects will demonstrate low-cost, appropriate technology. 

OPTIONAL FORM NO. 10 
*(REV. 1-50) 

*U. 10-314 

* U.S. GOVER4?L NT PR~h~TING OFFICE : 1S82 0 - 361-526 (7290) 
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It is noted that the planning and design criteria can only be
 
recommended to the project impleiienters. 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 included within the paper.
 

cc: 	 LEG/AD, KO'Donnell
 
OD/UAD, FZobrist
 
AID/W 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/l1/85 5522D
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LOCAL DEVELOPMENT II PP 

ANNEX 2D: 
Social Soundness Analysis
 

I. Sociocultural Feasibility 

A. Compatibility of Local Development (LD) II with the Sociocultural 
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 increasing democratization of decision-making for the
provision of basic services to urban and rural citizens. The USAIDProgram objectives are consistent with the GOE philosophical commitmentto a Program of Decentralization. For example, during the April 10, 1985meeting of the GOE technical committee for the design of LD II, H.E.Hassan Abu Basha, Minister of Local Government, stated that the LD II 
program "is all 
in support of a democratic process of government." He
pointed out that all projects must be approved by local 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
the April 10 AMANA meeting. See G. Kerr memo, May 16, 1985). 

at
 

local unitsBy law, government 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 implementactivities at the local level. During the DSS I Program, localgovernment 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 Slpport (DSS I) program designed to assist the GOE establish the

institutional capacity 
to plan and implement the plans for local
development at the national and local levels and a national budget
process allocating adequate funds for decentralization. The expansion of
the process set in motion under DSS I, namely the LD II program, iscompatible with the sociocultural and political environment of increasinglocal autonomy to provide basic services to urban and rural citizens. 

Since the mid-1970's Egypt has been changing 
 its local
development strategy from one of directing economic development fromcentral ministries to one which places responsibility and authority onlocal 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 fur 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 II program goal of instittional,izing 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 thp necessary GOE central-local structural changes can occur.
 

II. Population and Beneficiary Profiles
 

A. Density, Location and Beneficiaries
 

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

The vast majority of these residents live 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 II 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 ofEgypt. The direct beneficiaries will be the 1100+ village and district
jurisdictions with increased ability and a.uthority to provide basic 
services. Although the beneficiary focus will be on the public sector,
benefits will also accrue to the private sector: most of theinfrastructure subproject activities will be performed under contract by
private Egyptian firms; and the LDF project directly and indirectly
benefits private individuals. 

B. Benefits Accruing to Targeted Populations 

This program is expected to expand the socioeconomic impact

realized under DSS I where quality of rural andthe urban life wassubstantially improved by infrastructure development. The value of watersubprojects was increased by at least 25% due to local contributions. As 
a result of the investment in improved roads, water supply and canalsystems, villages (which already had electricity) were considered by
inhabitants as better places in which to live. In instances wherevillages 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 instrumental in making

villages safer places in which to live.
 

C. Local Participation 

One of the major issues of local development is 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 usually lack the cuthority, incentive
 
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 centra) handouts. LD 
II is designed to

alleviate these constraints through institutional reforms at all levelsof government by increasing discretionary authority and incentives forlocal 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
selecting and financing projects which yield immediate and direct 
benefits.
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III. 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

decision-making and 

of
the motivation ,for local resource mobilization, to be 

fully effective, 
must be based on local control of expenditures,

particularly for Bab II (non-labor recurrent costs). Without this

control, local governmentsawill 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 local resources. First,
service delivery will improve as local 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 line ministries. For example, the January
1985 NUS evaluation report points out the need to strengthen linkagesbetween the governorate level directorates and their district level 
departme'nts.
 

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.
 

C!­
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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 linkageswould be management workshops district andfor chiefs 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 helpinghim to understand his management options and improve his skills
maintaining lateral linkages 

at 
among the units of his domain and howcoordinate with service departments and 

to 
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 has(NUS) provided

substantial support for building the capabilities and performance ofPrivate Voluntary Organizations (PVOs) in urban community development.The evidence of success justifies continued support for PVO activities
under the LD II Program, in order to help provide basic cornunity
services for the poor on an expanded scale. 

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

The relative independence of PVOs in administrative operations means

that support and assistance will necessarily take a different form thanin the rase of government social service agencies. In the context ofencouraging decentralization and local 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.
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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 Egypt has been the broadening of popular
participation in planning and implementing local services. The 1981
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 likely 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 )971, 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 achairperson 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. (Elliot 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 local 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 local 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 I 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) limited 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 local intervention. For instance,

solutions to the widespread problems of the lack of potable water
 
available in 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 calledupon to "act upon these problems, without realizing that these issuesbeyond aretheir sphere of authority and responsibility. This non-clarity ofspheres of responsibility and authority, the financiallimited resources,and the magnitude of problems both 
in size and number all lead todistortions of priorities and recommendations. (Loza, 1981, p. 17) 
Another example of the gap between Councils and the local populaceis in the mechanism of project selection from the Local DevelopmentFund. Often, requests by local citizens are not the source of theproject request. Usually, the initiative comes the offrom head localvillages, from inside the Popular Council (LPC), from the ExecutiveCouncil, ORDEV, and sometimes from even higher in central governmentcircles. "In other words, no single project was initiated by the peoplethemselves. If we consider the popular council as representing thepeople, we can say that one-quarter of the projects were initiated by thebeneficiaries While the majority were initiated by the village head orthe executive committee." (LDF/DD I Case Studies Summary)
 

Given the remoteness of most central government institutions, theLPCs represent a relatively accessible and visible public body. 
 Citizens
are apparently not at all shy about making their opinions and complaintsknown 
 to council members, though the effectiveness of LDCs inameliorating the ofkinds problems with which they are presented issometimes less than satisfactory because of the aforementioned weaknesses.
 
The LPCs should therefore remain an appropriate and relativelyeffective organization through which the LD II projects can operate. Themovement away from council-based projects toward individual loans forprofit-making activities by individuals and smaller groups should help toassure 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 theactivities initiated under the Local Development Fund, private sectorcontractors 
 have undertaken a large portion 
 of the infrastructure
development activities completed through the project. The goal in LD IIis to increase the level of private sector "direct" participation, and toencourage the "indirect" growth of privatethe sector which results from
the improvement of infrastructure.
 

While it is a relatively straightforward issue whether or not aprivate sector contractor has or has not undertaken specific piecea ofwork, it is a more complex question of how increase° 
to the level of suchparticipation in LD BasedII. upon 
 the Basic Village Services
Evaluation, slightly more than 80% of total contract funding throughFY 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 lowest 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 SVS 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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FPEXP-2BI
 
LAST REVISED ON 7/29/85 TABLE I : LD IISUMMARY FI.NANCIAL PLAN
 

ESTIMATED CENTRAL GOE EXPENDITURES BY FISCAL YEAR
 

S( INUS$ MILLON ) ( IN LE MILLON ) 
----------------------------------------------------- -------------------..-----------------------

INPUTS : 2 3 : 4 5 : B :: I 2 : 3 • 4 : 5 8 
: 6OE FY : 85/86 86187 : 87/88 : 88/89 : 89/90 : TOTAL :: 85/86 : 86/87 : 87/88 : 88/89 : 89/90 : TOTAL 
: USG FY : FY 86 FY 87 : FY 88 : FY 89 : FY 90 ::: FY B6 : FY 87 : FY 88 : FY 89 : FY 90 : 

:A - BLOCK GRANT FUND : : : : 	 :: : : 
* 	 - URBAN : 0.27 0.93 0.14 : 1.33:: 0.2 : 0.8: 0.1: 1.10: 

- PROVINCIAL : 1.08: 2.40: 1.32: : : 4.80:: 0.9 : 2.0: 1.1: : : 3.9v: 

SUB TOTAL 	 : 1.35: 3.33: 1.45: : : 6.13:: 1.1: 2.8: 1.2 : : 5.09: 
------ 7----------- ----	 ---- --------------- ---.---.---S--------	 --------- ---- ---- --.---.-------------­

:3 - MAINTEN'ANCE FUND : 17.73 : 17.73 : 17.73 : : : 53.20 :: 14.7 : 14.7 : 14.7 : 0.0 : 0.0 : 44.16 
: : ------- ::--------- :-------------------------------------------------- ------------ ------ . ------. -------: :--------- ------- ----­

:C - PVO GRANT FUND : : : : : : : : : : : 
: - URBAN : : : : : :... : : : : : 

- PROVINCIAL : : : : : :: : : : 
------------- ---.- ------ ---	 --------.. -------	 -- --- -

SUB TOTAL 	 : : : : : : :: : : : 
L-------	 - -------.- ---- -----.-- ­. a- -- -- - . ­

.D STAFF SUPPORT : , : : : : :, 	 . • : . 
* 	 - TECHNICAL AMANA : 0.22 : 0.05 : 0.23 : 0.21 : 0.15 : 0.84 :: 0.18 : 0.04 : 0.19 : 0.17 : 0.12 : 0.71 

- INCENTIVE FUND : 1.20: 2.41: 1.20: : 4.82:: : 1.00: 2.00: 1.00: : 4.00: 

SUB TOTAL 	 : 0.22 : 1.25 : 2.64 : 1.41 : 0.15 : 5.67 :: 0.18 : 1.04 : 2.19 : 1.17 : 0.12 : 4.71 
---- ---- ---- -------.---..--- a------	 --- --- --­

:E- TECHNICAL ASSISTANCE : : : : : 0.00:: : : : : : 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: 
:--------------------------------------------------- ---------------S-----------.----	 ~--------- --------­

:C- - EVALUATIONIRESEACH : : : : : : 0.00 :: : : : : : 0.00 
: -	 ------------------------
------------------------- ----------------.--------------- ---------------------- --­

:.-CONTINGENCY : : : : : : 0.00:: : : : : : 0.00: 
------------------- a------ --- --- --­: ----------------	 ---- -------------------------------- a--- .------.--­

:1 - T 0 T A L 	 : 19.30 : 22.38 : 21.90 : 1.48 : 0.25 : 65.31 :: 16.02 : 18.58 : I.18 : 1.23 : 0.21 : 54.21 
4 
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FPEXP-2B2.
 
LSET REVISED ON 8/131/85 TABLE I1 : LD I SUMIiARY FINANCIAL PLAN
 

ESTIMATED LOCAL GGE EXPENDITURES BY FISCAL YEAR
 

I 

( INUS$ IiILLON ) 	 ( IN LE MILLON )
 
......------


INPUTS 	 : 1 : 2 3 2 4 : 5 8 :: : 2 : 3 4 : 5 : 8 
: SOE FY: 85/06 : 86/87 : 87/88 : 88/89 : 89/90 : TOTAL :: 65/86 : 86187 : 87/88 : 88/89 : 89/90 : TOTAL 
: USG FY : FY 86 : FY 87 : FY 88 : FY 89 : FY 90 : :: FY 86 : FY 87 : FY BB : FY 89 : FY 90 : 

-----------------	 ---- ---- ---- ------.---.---------------.--------- ---- ---- ------- ---------------­

• - BLOCK GRANT FUID : ::
 
* - UPBAN : 0.27: 0.93: 0.14: : : 1.33:: 0.2: 0.8: 0.1: : 1.10:
 
: - PROVINCIAL 1.08 2.40 1.32 : 4.80 :: 0.9 2.0 : 1.1 : : 3.99
 

: SUB TOTAL 1.35 : 3.33 : 1.45 	 6: 1.1 2 2.8 : 1.2 • 2 2 5.09
.13 :: 
----------------- ---- --------- -------------------------------..---------------	 --- --­---- ---- ----	 .----.. 

:.8- rAINUTE.rICE FUND : : : : 	 : : : : : : : 
----------------- ---- ---- --------- ------- ------	 ------.---­

:C - PVO GRANT FUND : : : : : : : : : : : 
: - URB.N : 0.09 : 0.10 : 0.04 : • : 0.23 :: 0.1 : 0.1 .0 : : : 0.19 : 
: - PROVINCIAL : 0.10 : 0.29 : 0.16 : : 0.55 :: 0.1 : 0.2 0.1 : : 0.46 : 

- .... 	 ­: :.. ...... :-... .... ..- -.... . -.. - --... ..-:.. ... . . - - . - - .. 	 . 

: SUB TOTAL : 0.19: 0.39: 0.20 : : 0.78:: 0.2: 0.3: 0.2 :: 	 0.65 
------------------------ :---------	 ------- --------- ----.--- ------ -----­

:D - STAFF SUPPORT : : : : : : :: : : : : : 
: - T,-CHNJICAL AMANA : : : : : :: : : : : :
 
:. - ENCENTIVE FUND : : : : : :: : : : :
 

ft - -..-------- ----- ----- ------------ ----	 - ---

SUB TOTAL : : : : : : :: : : : : :
 
- -..----------.--------- ----------. . ---- - - -------- - - - - - ­

:E- TECHNICAL ASSISTANCE : : : : : : :: : : : : : 
--------------------------- - --------..----. ........ .. . ------	 .
.........-------	 .. -. -----


:F - TPAINING: 	 : : : :: : : : : :
 
: ----------------- ------------ -------- ----.----. - . - - - ----- *------ ---- - ---- --------- ---- ­

:6 - EVALUATIONIRESEARCH : : : : :: . : 
: ---------------- ---- ---- ---- -------- -----------------	 .------.-----------------..----- --­

:H - CO;'TINGENCY : : : : :: : : : 

---------------------------- 1.---:-.00---0.00-------::--.28-:---0--------: -7-- ­- 0.-0---------.0 
:1 -TO0T AL : 1.54: 3.72: 1.65: 0.00: 0.00: 6.91: 1.28: 3.09: 1.37: 0.00: 0.00: 5.74: 
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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.1. 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. 5?5; FAA Sec. 634A; Sec. 
653(b). 

- (a) Describe how authorizing (a) Funds will not be obligated 
and appropriations committees until the CN Aiting period 
of Senate and House have been has expired. 
or will be notified 
concerning the projct; (b) is (b)Yes. 
assistance within 
(Operational Year Budget) 
country or international 
organization allocation 
reported to Congress (or nor 
more than $1 million over 
that amount)? 

2. FAA Sec. 611(a)(1). Prior to The project exceeds the 611(a) 
obligation in excess of
$100,000, will there be (a) 

requirement. (See explanation in 
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? 
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3. 	 FAA Sec. 611(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?
 

4. 	FAA Sec. 611(b); FY 1985
 
Continuinq Resolution Sec.
 
501. 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.)
 

5. 	FAA Sec. 611(e). If project
 
is capital assistance (e.g.,
 
construction), and all U.S.
 
assistance for it will exceed
 
$1 million, has Mission 

Director certified and 

Regional Assistant
 
Administrator taken into
 
consideration the country's
 
capability effectively to
 
maintain and utilize the
 
project?
 

6. 	 FAA Sec. 209. Is project
 
susceptible to execution as
 
part of regional or
 
multilateral project? If so,
 
why is project not so
 
executed? Information and
 
conclusion whether assistance
 

will encourage regional
 
development programs.
 

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

n/a
 

n/a 	 LDII is not a capital
 
assistance project.
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7. 	FAA Sec. 601(a). Information
 
and conclusions whether
 
projects will encourage 

efforts of the country to: 

(a) increase the flow of 

(b)
international trade; 

foster private initiative and 

(c)
competition; and 

use 
encourage development and 


of cooperatives, and credit
 
unions, and savings and loan
 
associations; (d) discourage
 
monopolistic practices; (e)
 
improve technical efficiency
 
of industry, agriculture and
 
commerce; and (f) strengthen
 
free labor unions.
 

8. 	 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).
 

9. 	FAA Sec. 612(b), 636(h); FY 
1985 Continuinq Resolution 
Sec. 507. Describe steps 
taken to assure that, to the 
maximum 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.
 

10. 	FAA 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 
tiapr it setor by
 

providing private engineering 

rvdnpiatenneig
 
and costruction opportunities 
and grants to Private Voluntary 
Organizations. 

Major project caponents, 
including technical assistance 
services will be provided
 
by U.S private enterprises.
 

The GOE is contributing the
 
equivalent of $ 72 million 
in local currency. 
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11. 	 FAA Sec. 601(e). Will the
 
project utilize competitive
 
selection procedures for the
 
awarding of contracts, 

except where applicable
 
procurement rules allow
 
otherwise?
 

12. 	 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
 
competing commodity?
 

13. 	 FAA 118(c) and (d). Does
 
the project comply with the 
environomental procedures 

set forth in AID Regulation 

16. Does the project or 

prograam taken into 

consideration the problem of
 
the destruction of tropical
 
forests?
 

14. 	 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
 

Yes the project complies 
with AID Envirciental 
Procedures.
 
The destruction of tropical
 
forests is not applicable.
 

n/a
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15. FY 1985 Continuing 
Resolution Sec. 536. Is 
disbursement of the 
assistance conditioned NO 
solely on the basis of the 
policies*of any multilateral 
institution? 

B. FUNDING CRITERIA FOR PROJECT 

1. Develooment Assistance 
Project Criteria 

a. FAA 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 

n/a 

participation of the 
poor in the benefits of 
development on a 
sustained basis, using 
the appropriate U.S. 
institutions; (b) help 
develop cooperatives, 
especially by technical 
assistance, to assist 
rural and urban poor to 
help themselves toward 
better life, and 
otherwise encourage 
democratic private and 
local governmental 
institutions; (c) 
support the self-help 
efforts of developing 
countries; (d) promote 
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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 n/a 
(functional account) 
being used? 

c. FAA Sec. 107. Is 
emphasis on use of 
appropriate technology 
(relatively smaller, 
cost-saving, labor-using n/a 
technologies that are 
generally most 
appropriate for the 
small farms, small 
businesses, and small 
incomes of the poor)? 

d. FAA Sec. 110(a). Will 
the recipient country 
provide at least 25% of 
the costs of the 
program, project, or n/a 
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)? 

e. 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 
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"relatively least 

developedw? (M.O. 
1232.1 defined a capital 
project as "the 
construction, expansion, 
equipping or alteration 
of a physical facility 
or facilities financed n/a 
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.' 

f. FAA Sec. 122(b). Does 
the activity give 
reasonable promise of 
contributing to the 
development of economic 
resources, or to the 
increase of productive 
capacities and 
self-sustaining economic 
growth? 

g. FAA Sec. 281(b). 
Describe extent to which 
program recognizes the 
particular needs, 
desires, and capacities 
of the people of the 
country; utilizes the n/a 
country's intellectual 
resources to encourage 
institutional 
development; and 
supports civil education 
and training in skills 
reqjuired for effective 
participation in 
governmental processes 
essential to 
self-government. 
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2. Development Assistance Project 
Criteria (Loans Only) 

a. FAA Sec. 122(b). 
Information an conclusion on 
capacity of the country to 
repay the loan, at a 
reasonable rate of interest. 

n/a 

b. FAA Sec. 620(d). If 
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 

n/a 

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

3. Economic Support Fund Project 
Criteria 

a. FAA Sec. 531(a). Will this 
assistance promote economic 
and political stability? To 
the extent possible, does it 
reflect the policy 
directions of FAA Section 
102? 

Yes 

b. FAA Sec. 531(c). Will 
assistance under this 
chapter be used for 
military, or paramilitary 
activities? 

NO 

C. 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 

NO 

funds is indispensable to 
nonproliferation objectives? 
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,i 	FAA Sec. 609. If
 
commodities are to be
 
granted so that sale
 
proceeds will accrue to the n/a
 
recipient country, have
 
Special Account
 
(counterpart) arrangements
 
been made?
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15C(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
 
procurement be from the U.S.
 
except as otherwise
 
determined by the President
 
or under delegation from
 
him??
 

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
 

NO
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4. FAA Sec. 604(e); ISDCA of 
1980 Sec. 705(a). It 
offshore procurement of 
agricultural commodity or 
product is to be financed, 
is there provision against 
such procurement when the n/a 

domestic price of such 

commodity is less than 

parity? (Exception where 

commodity financed could not 

reasonably be procured in 

U.s.) 

5. FAA Sec. 604(g). Will 
construction or engineering 

services be procured from 

firms of countries which are R 

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 United States firms 

to compete for construction 
or engineering services 

financed from assistance 

programs of these countries? 

6. 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 commodi.ties 
(computed separately for dry 

bulk carriers, dry cargo 

liners, and tankers) 
financed shall be 
transported on privately 

owned U.S. flag commercial 
vessels to the extent such 

vessels are available at 

fair and reasonable rates? 
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7. FAA Sec. 621. If technical 
assistance is financed, will
such assistance be furnished 
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? 

Yes 

8. 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? 

Yes 

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

Yes 

B. Construction 

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

n/a 

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

n/a 
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3. 	 FAA Sec. 620(k). If for
 
construction of productive
 
enterprise, will aggregate

value of assistance to be 
 n/a
 
furnished by the U.S. not
 
exceed $100 million (except
 
for productive enterprises

in Egypt that were described
 
in the CP)?
 

Other Restrictions
 

.. 	 FAA Sec. 122(b). If
 
development loan, is
 
interest rate at least 2%
 
per annum during grace 
 n/a

period and at least 3% per
 
annum thereafter?
 

2. 	 FAA Sec. 301(d). If fund is
 
established solely by U.S.
 
contributions and
 
administered by an 
 n/a

international organization,
 
does Comptroller General
 
have audit rights?
 

3. 	 FAA Sec. 620(h). Do
 
arrangements 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 
means of family 
planning; (4) to lobby 
for abortion? 

b. FAA Sec. 620(c). To 
compensate owners for Yes 
expropriated 
nationalized property? 

C. FAA Sec. 660. To 
provide training or 
advice or provide any Yes 
financial support for 
police, prisons, or 
other law enforcement 
forces, except for 
narcotics programs? 

d. FAA Sec. 662. For CIA Yes 
activities? 

e. FAA Sec. 636(i). For 
purchase, sale, 
long-term lease, Yes 
exchange or guaranty of 
the sale of motor 
vehicles manufactured 
outside U.S., unless a 
waiver is obtained? 

f. FY 19P6 Continuing
l~'te~e' 0:c 55 3. 

To pay pensions, Yes 
annuities, retirement 
pay, or adjusted service 
compensation for 
military personnel? 
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g. 	FY 1985 Continuinq
 
Resolution, Sec. 
 505.

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

h. 	FY 1985 Continuinq

Resolution, Sec. 506.
 
To carry out provisions
 
of FAA section 209(d)

(Transfer of FAA funds 
 Yes
 
to multilateral
 
organizations for
 
lending)?
 

i. 	FY 1985 Continuinq
 
Resolution, Sec. 510.
 
To finance the expo.r-t of 
nuclear equipment, fuel, 
 Yes
 
or technology or to
 
train foreign nationals
 
in nuclear fields?
 

j. 	FY 1985 Continuinq
 
Resolution, Sec. 511.

Will assistance be The assistance willprovided for the lurpose 
 not be used to suppress

of aiding the efforts of 
 human rights.
the government of such
 
country to repress the
 
legitimate rights of the
 
population of such
 
country contrary to the
 
Universal Declaration of
 
Human Rights?
 

k. 	FY 1985 Continuinq
 
Resolution, Sec. 516.
 
To be used for puolicity
 
or propaganda purposes 
 Yes
 
within U.S. not
 
authorized by Congress?
 

'a
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Letter of Request Fran GOE 



hiINI.STRY OF Planning AND 

INTERNATIONAL COOI'ERAIION 

July z5 ,1985000472 

Mr. Frank B. Kimball
 

Mission Director
 

USAID / CAEN 'Dh. t 

y-AU IITI.LDear 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

6ain locally chosen basic service projects and to improve
 

their capacity for local resource mobilication.
 

Sincerely,.,I iv,,,,4 'V' S.,D . 

Ahmad ADQeI Salam Zaki 

Administrator Id 

'K / 
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Annex 8
 

WORKING PAPERS AND BACKGROUND MATERIALS USED IN LD II DESIGN
 

1. 	Cave, A. (1985)

Recurrent Cost Estimation and Financing: Operation and Mainterance of
"Infrastructure and Capital Equipment in the A.R.E. USAID, Cairo, Egypt. 

2. 	Chemonics (1984a)

BVS Project Planning and Appraisal Manual. ORDEV and USAID, Cairo, Egypt.
 

3. 	Chemonics (1984b)

Local Revenue Survey. 
ORDEV and USAID, Cairo, Egypt.
 

4. 	Chemonics (1984c)

Status Report on the Establishment of Village Accounting Units. 
 ORDEV and

USAID, Cairo, Egypt.
 

5. 	Chemonics (1984d)

BVS Maintenance Recommendations. ORDEV and USAID, Cairo, Egypt.
 

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

Egypt. 

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

8. 	Chemonics (1985b)

Maintenance Plan for Beni Suef Governorate. ORDEV and USAID, Cairo, Egypt.
 

9. 	Chemonics (1985c)

Maintenance Plan for New Valley Governoratp. ORDEV and USAID, Cairo, Egypt
 

10. 	Chemonics (1985d)

Maintenance Plan for Menufiya Governorate. ORDEV and USAID, Cairo, Egypt.
 

11. 	Chemonics (1985e)

Maintenance Village Infrastructure Subprojects Implementation Follow-up.

ORDEV and USAID, Cairo, Egypt.
 

12. 	Fox, William (1985a)

Framework for Evaluating Egyptian Local Resource Mobilization. University
of lennessee, Knoxville, TN. 
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13. Fox, W. (1985b)
 
InergOvernmental Fiscal Relations in Egpt and Mobilization of Local
 

14. Gellerson, M. and Cave, A. (1985)
An Evaluation of 

Ua, airo g 

User Fees asa Means of Local Resource Mobilization.
 

15. Haritani, J. (1984)A Study of the Problems of High Groundwater Levels in Nile Delta Villages.

WAS,Wlashi ngton, D.C. 

16. International Science and Technology Institute and the SocialCenter (1985) ResearchIntroduction and Summary, Neighborhood
Phase II. Urban ServicesAmerican n Project Evaluation . 

17. Kawata, K. (1984)NotesonBS roject Water Sector and Related Problems. USAID, Cairo,
Egypt
 

18. Kerr, G.B. and others, (1983)
"The Legal and Administrative Context of Decentralization-"
Kerr, G.B. and others (1983). Appendix B in
Eyp: A 
The Decentralization of Local
ecialassessment forUSAID. Government inUS Ca Egypt. 

19. Match Institution (1985)
SmallScaleEnterrise Credit Delivery Systems for Rural
inis ryo oca Egypt. AMANA,
overnmen 
an 
 Cairo,Egypt. 
20. CenterNASPAA for(1985)Local 
Devel 
ment, Sakara, E.gyp ORDEV and USAID, Cairo,
 

21. PADCO (1985) 
Decentralization
SectorSupport 1and
theNationalUrban
hiapnn d PolicyStudy:
.ea..Wa shi ngton,
...............
. C .­ u­

22. Transcentury (1985)
DSF Analysis and LD II/Ill 
Recommendations:Equipment
Operations Procurement;araintenance 
 Cairo, Egypt.
 
23. Younis, A.F. (1980)
"The Local 
Government System in Egypt, 1960-1980," in Monitorinand
EvaluatinDecentralization: 
The BS Pro ram
in E 
 t.-
Development Alterations, Inc.9 Washington, D.C
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24. GOE, Ministry of Social Affairs (1985)
The Role of Voluntary Associations in Local 
Development. Cairo, Egypt.
 

25. Pearson, R. (1985)

PVO Program for LD II. USAID, Cairo, Egypt.
 

26. Chemonics (1985f)
Review of Village Project Plannin. 
 ORDEV and USAID, Cairo, Egypt.
 

27. USAID (1984)
Interest Earned on Grant Funds by Foreign Government: Decision of the
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TAB{LE 4 : COM-ARlSON OF DSS I .CAPITAL IEVFSIMENT AND 
0 ' , M REQUIREIILNTS WITH GOE FY 84/85 

-AB II M!.NTEkf'IJCE BUi)GET 

(ALL COST FIGURES IN LE MILLION) 

UNIT : UNIT AVE. : TOTAL : ANNUAL 
TYPE : NO. UNIT COST :O-M1 COST 

: COST 

:A. DSF EDUIFMENT (ANNUAL O&M = 10%7-'.O ,FtjNIT COST) 

:EARTH MOVING 576 : 0. 07 : 40.09 : 4.01 
:TRUCK : 985 : 0.05 : 48.73 : 4.87 
:STATIONARY : 157 : . 1() : 15.47 : 1.55 
: - --- - - - - - - - - - - - :o
 

:SUBTOTAL 	 1718 ().06 : 104.29 : 10.43: 

:B. NUS URBEAN PROJECTS (ANNUAL Os&M = 5% OF UNIT COST) 

MA I NTENAI CE : 8 : : 0. 56 0.. :'.07 

:ROADS: 150 : 0. 07 : 10.52 : 0.53 : 
:OTHERS : 731 : 0.C17 : 51.26 2.56 : 

:SUBTOTAL : 889 0.07 62.34 : .. 12 

:C. EVS FROVINCIAL PROJECTS(ANNUAL &IM=5% OF UNIT COST): 

WATER 1933 -. : (102.84 : 5. 14: 05 
/:ROADS 1286 : :.05 : 64. 15 : 3.21 

OTHIERS . 1375 : 0.03 : 40.(C). : .': 

SUBTOTtAL : 4594 : 0. 05 2d7.00.: 10. 35 

:T 0 T A L 	 : : 373.63 : .9 

:GOE FY 84/85 O&M BUDGET (*) 	 8.71 : 

:PERCENT OF ACTUAL TO REOUIRED OAI.M BUDGET 	 3,6%: 

, 	TH_S FIGURES REFLECT CLURREIT BAD II EXPENDITURE 
ALLOCATIONS IN THE HOUSING AIND ]IRANSFORT SECTORS AS 
A WHOLE, EXCLUSIVE OF TAFiNSFEFR P AYMENTS. 
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LOCAL DEVELOPMENT II PROJECT PAPER 

Annex 11 

USAID'S ASSISTANCE TO THE GOVERINMENT OF EGYPT'S
 

LOCAL DEVELOPIENT PROGAM:
 

DECENTRALIZATION1 SECTOR SUPPORT I 

Accomplishments and Expenditures
 

to
 

March 31, 1985
 

Office of
 

Local Administration and Development
 

Division of Development Resources
 

USA.'ID/Cai ro
 

Office Director: Douglas Tinslor
 



DECENTRMLIZATIONSECTOR SUPPORT: Off ice Director:.DouglassTinsler s
 

. S,-, een changlng its loca ...
,ince the mi d1970's Egy t ha development 

srtgfrmoeodietnecnmc .development,:fro cenra
 
mi ni1st~ries :to ,one:;whi]c h; place s.re spon sib ility and iauthort onnloa
 

laws AIDhane fli v ith, lods:of.;! havei;c Egp?;98he0rOmcounry tcln a;iaistane 

1ze demveoratients te hbrinve u etoic<
ineceangly ' rdtecisionRes ouaet b 0 .. 

impro0ve the :iqual ity of lifoflwicmredntbhruaad
 
urban, thro ugh1 decentralizkinfg the management!of iloc a l proj ects t-oth
 

;:;approBprite:l evel and inhcreasing the role of{ loca elected!councils:i! ini!!ii:i
 
deeomn deiios As th rga vle t.'wiladrste
 
aditional iseof l'cal r:e source ml izaion opraio and
 

Diato ftheSe'ctor-,is prvddb nhtriitr teig} 
,4'4 ;d 't 4444444444!,Commi4:44ttee, chai red 44by4 4:4~444'''..t% he4 Mi4 niste4 r4 ~ ~ 44 Government :of Loc al and: interagency 


or'each of the five con sti tuent activi ties.whi ch
commifiittees if .are
 
:.ili! . i.
described on: the attached pagesi .
 

i~:!:!iFinncial :Summarkfor he <Secto on March 31, 1985:
 

l are 

i L: projects; the :)
 

Alos aTTca_ amnilstrati ons iimpl ementi ng devel opmnt. 
/ program :reaches every corner of Egylpt.;,: 


i !:::.Local el ected c€o unci ls have demonst rated theiriabil1it to ini tiate
 
~~~adimnpl ement .projects to meet Ilocal. basic needs.L.
 

;. he process ofIdecentrali zed m~anagement anrd demo6c raticd' deci'sion 
. ~maki ng in 370 local -councils have been :significantl'y i -: 

7:;ii st. ng thenend. 'fThe coun~cil s hiavel desi gned and implemlented over 

:0 ~ve r40,00o0iecte d o6ff ici al s and localI government staf f h:lave been: 
trained in decentrali zation prjc.lnig n aaeet 
Over 30,000 plann ing, .impl ementa tion: and; maintenac maul hav 

~~~been:.di stributed to local [units and used in training !programs, 
; Li nkages-to tlie eme'rging private sect or havel beenh stimula ted 

>:: :through contracts for project iimpl1emen tation and !ithedemonfstratio 
efetso village enterpiises stre une th-e :;:::,:: 

' 
:'"res ource,:,o ilIizatiohn :and recurrent costs, operation and realintenance of : . 

infra s trulcture, atrall .areas whaere analy7sis and furth eri>pro gra ms are . ,> ; 

ii 

http:been:.di


A. AA., A@ A¢A., v% ; .... .... ,A........... ..... A A A j A.... A '.......A. A ,A 

DEVELO PMN .DECENTRAL IZTION I Proj ect fi cer G. - B. 

Ti s: project is;,desi gned 
cuclthogotEytanis 

Mao 

to;: increase ithe capaciti es and 
encouraginnqcooperat 

Acopismns 

-11/2- . 

revenues 
i betwen 

o i1 
eece 

g 

' 

,,Finarrz1 al.S]ummary ,on: Marc h ;31, 1985.: , 
Auhrie &Olgtd 6. m ilin. Exedd 25.5!5mill ion'. 

An.. prj c se ec io , de......gn, an ma a e e t Ele te counci....ls,.....reLvew proAZctIs evey o Pquarrer:jcalnsti tutOns have be.en b.r 

- More than; 8000-local :elected and execut ive, councillors; and: theirT i staff have received project diedsegitgni te aaement and tevenscf Ile 

troughout Egt dganisenouamillion c n buidnete eiec 

SeProjects studied by an recent evaluation tesam (D .d 1983 wer 
mplreturiong an avecrage ofI9%ciper ann n investnment.Eunn(in I 

wihivter Otgamillion from thecLonstruevtiomand Fun fpthiedEgypta 

Vlag (SAIDat $194 million)have beenaiid TA 0eLloans to 60t 
viil ge unisfor inom poun prioject. mlnfol 

ctri bltedil ths tilinvestend $25.a5 $29 mimillion 

Mo subProjects a con projects ave ari 

A.....icaOver by,0l0calectedaan ectveprnus 

ine project selection, designolany cangeni Epleet concis 
revi ;projetey quuarer:alol nstitruti on miavojbecults~. 

. 

A " 

S 

Moe tnib 8provi0ded lasl elaas, not as cgrants as i ncithepa 

staf vprctivng lcal devel opment through parichnilry 
tdemocraticalnln eate buinstis $ ion an TAbuti 
evolutisnstgroeh a d cstability o tea (DE. 

MjrIseturning an aveaeo 1%pranu n neten. 

USADat $19.4omillivoon habnd isbursedin incap5rioates 
n e 

ist33 

t 600s 

; 

R a 6verf$c redit, to r theoLolhe ocalo undils in Stimulat ing 

contributd-captaloths tostal nvesto entaeic mtaval e $2l i.li 
Srepategreatly reduceb orielvimnate subsednes. 

- eiynDIi-poting sloal eveomnttruh atciaoy 



B<IASICA VILLAGE, SERVICES-1 Project Officer:-' Olivier. Cairdunner 

The;' pr1 1m&a in-tenrt of BVS is to decentralize decision making 'related to 
~>publ ic' i nvestnient projects and strengthen thle network of admii strati ve 

processes and. nanagment' skilIs at village, di strict and governorateIevel s 
Jin '..pa.r.ti ci patinggovernorates.A,coordinated.-mi x-ofTA .trai ning-and 
grant funid is p~rovided 'to 860 local 'c,otncils re- bu,30 'sIetng 

villages in 22 governorates. The c'oun~ils select, desi'gn and implement'
 
'infrastructure projects such as potable viater systems, -feeder roads, small
 
bridges, swamp filling, and lining of canals. Particular emphasis is
 
placed 'on, involvement of elected village council's tin project selection and 

execution.
 

Financial Summary as of March 31, 1985
 
GRANT TITLE III TOTAL
 

Authorized $225 M $75 M $306 M 
M .$73M7Obligated$298 M 

Expended $186 M $73 M $259 M
 

PACO: 06/30/87 

Major Accompli shments:
 
SOU villages 92%) have at least one BVS financed project, and all
 

60 village councils have participated in BVS.
 
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. 

ITotal number of projects is4200, with 1760 comipleted, '1258" underway, 
and 1165 just financed. 

5%are' water projects providing about 15,100 of pipes, 980 pump 
sets and 190 water welIs;
 
22% are'road projects'providing about 2700.kms of'roads;
 
25% are ferry boats, small bridges, drainage: systems, sewerage 

9:Over 25 ,000 village leaders,' and governorate staff, have received 
orientation or training in project planning, design, management, 
accounting and implementation. nAlareaware of USAID's role in BVS. 
Over 610 man-months of direct on-site technical assistance has been , 
delivered to villages, mar'akaz and governorates, along'-with,20,000
 
copies 'of-20 Arabic language manuals.
 
A Ma1rch 1984 external evaluation concluded that we have a major
 
locally based rural development success story in BVS.'
 

Major lssules for LD 11 Design: 

~Yrfn~v~c-i'-H For alloca .on ofncfri 
Th2 problem of ground water drainage and wasteoiater disposal.
Local resource mobilization. 

IA' nA i'. u!, s. ;', nAa i'A', 2.A Ai- Awi "~f-'A ,-

i 



SUPPORTFUND ' LDECENTRALIZATIONProject Officer: Raymond E. Mc Gui re 

' 

J'his Fund enables governorates to plan their needs for heavy equipment for
.1Vlocal development programs. It provides fixed US dollar al-lo'cations to 
each of.,21 rural goe~oae o~urhsn mrcneupettspot 

~ 

Development s~taf i gvernorae..... p'' i1lan! £th otimu use! tei 

ianalyse 

receid is s y mddesgnto 
go 

individual 
specifications so that equipment 

i tlocal 

Local private equipment dealers, 
warranty coverage and servicing. 

all agents of US companies, provide 

. . Finan'cial Sumaryon March31, 1985: 

4:.Authorized and Obligated: $100 million. Expended: $57 million. 

-

PACD: 06/30/87 

Major Accomplishments:. 

~ 

-

CS, 

-. -

-

. 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. 

5 

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

S 800 items are in the process of being ordered. 

< .. 

5"Major 

- The value of 2000 items and spare parts ordered 
totals approximatley USt 93 million. 

Issues for LD II Design: 

and/or delivered 

- .Recurrent cost budgets for maintenance and operation. 

- Use of existing maintenance funds (GOE contribution). 

Training and retention of personnel. 

5' ~ 

- Revenue generation through leasing equipment to private 
no!* !n , d by ihc £overnorates, and through repair wor,, 
entities. 

sector when 
for othr 

4 [ 



ili4in and e.o ic c a ic 

andastr mprovments. i ected i 'ne 

. ro ecs nt,:,d:Ciup
dtf eillieo'am.....arem
-
 1 .
 

F>A4Iinncni tonSur and ooMicrcliat 
in,ths1aes.Te8uli5ors:
 

"an -idtionpaeticiasin urban districts.W have been reached.­
; subpcar ts:~~ Euain 5233mpequpment subproects; newnew clasroms constructed,; toilets20 i 45eschools.schoo renovation '..... : -.;,
i~{;}'];
: I nfrastructure: 
 1.18 mil lion isquare meters ofi p}aving! lai d; 187,000 : ;,; !':::;):::)!i

<! )Tfnear.i umeters metersof water alnes;72 community wta 

lare of, street 'lighiting;; 16,1e 0,meterscond;uct of .. .....li esthroughocal 9s 50r'
 
-
i,
.::


;..:. 
pipes on low inlcome flats replaced; 30 public to.letF''htsun.i, , .
', constructed; 27 solid - ",


; dwaste projects; providi ng ;seeral.:hundred
:ii;!;::i, ­; ~cleaninglcart ; , ; i
s and tractors and several: thousanda pieces of hand-
!!!;!n Hd nehorhowdhspitals, clinicsand waiting shedsconstructed 
l
equi pm-ent,.: 

!;15'
 ;
 
i~ii~ii!,::; re':
novations/additionS )to;hospitals and clinic s]; 4Ogovernment; ,- .
ii~ii!careans 34 eqime . /i
.:i:.:hospitalIs:and cl inics equipped;;251, PVO: (pri,Vate). clinics and:n ghbprhct
s .olt i 5shos
SYouth/CultureSocial ­::/ doi' g29e AffOabirs: l - ,,
!!. - spensaries equipp $89mi Ep
{Infst : 1.8milo ene:r$5 ml
ucturn oed.': ... '. ion.;
-:i squaremeter ofpvngli;18,0. .- ... ".. .. , . :
 
........ ;758-privae nd8 
 -government-vocaionaltrain~ing.!:(}i;.!:.i::enL rsother:! centers equipped;: : ! .:i;:i:2221 
 faci litiesiarei
;.eeqippedde
incudng .youth c~nters: liOme§;, cul tural
S vcnstructed; 291 nurseries and day 

- ;/ : 
duca:s Flbare,-edel icareE- cetes adhandicappedceters equippede reac.3 nSe sports' fiel ds,w -3 mrts constructed/rehositelss6 

ood "!, •:
c: vted and 17 


:MAJOR :ISSUES FOR LD II DESIGN:: 
 )., .T -, - .
expetriee
!!"M-: uped .:
 
:_::"
aintenance:.f..
aunds
and incenti ve" 'i%::"pay',
met " :: " ,..:
aonoaliprevent ve mantenance in the distri ctsi ' 10.i.-<:
Improve bilityo f eletedand execu 30 pul.icstol units 

''-"'''.
d otruced, sewer " r';
execu iandmaintain "pojectsp din seral " .
htndr .
 

democratize dec:i;sions ,. :;:, ­-{,;claningcaanding levels for districtsa that will enable them to
 
e ~ d c:nir . ! nn: ;,,; lz:: 
 " - ... .. '
 

hospitalcls ipped 2
and 
 a1 PVOit cin aN
 



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 
broad sectoral sense, and strengthen the key institutions 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 
whoIe. Itwill also pernit LISAID to maximize the value of the broader 
evaluations which will lead to an improved analytical base for the 
discussion of sectoral issues and policies. This new activity will assist 
AID to expand and deepen the policy dialogue with the GOE and to focus on 
future governmental 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 impleienting agency, through proposals from interested government and 
non-governmontal organizations. The proposals wil be reviewed and approved 
by the SSC and USAID, with primary implementation and coordination becoming 
the responsibility of 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 Accompl ishnints:
 

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

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

The Ministry of Local Government (ILG) has promulgated Decree No. 
99/1984 establishing thc Sakkara Training Center. A small team of 
consultants is workin~ closely with ORDEV developing tne program and 
organizagtio, for the Center. 

Th MLG has or-'nized a Techrir-l Bo-ard, the A.na Faneya, for the 
design of LD I1,which is meeting regularly. 

2M0(/disklOl0A
 

/ 



Annex 12
 

Project Authorizati on 

August 15, 1985
 



UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

CAIRO. EGYPT PROJECT AYTHORIZATION 

Name of Country: Arab Republic of Name of Project :Local Development II
Egypt
 
Number of Project: 263-0182
 

1. 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 plarnnie obligations not to exceed One HundredFifty-Six Million United States Dollars (Cl56,000,000)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 (t6l,000,000)
is authorized for obligation in FY 1985. The planned life of the Programis approximately four (4)years and two (2)months from the date of

initial obligation.
 

2. The Project will be a coopaerative program between the governmentsyt and the United States to improve and expand the capacity of local 
of
 

government to plan, finance, implement and maintain locally-chosen basic
services projects and to improve the capacity of local governnent tomobilize local resources to sustain the provision of services.
 

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

A. Source and Origin, Nationality of Services
 

Comyndities 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.I.D. may otherwise agree in writing. 
Except for ocean
shipping, the suppliers of commonities or services shall have the
Cooperating Country or the United States as their place of nationality,
except as A.I.D. may otherwise agree inwriting. 
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.
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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
 
members 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, and
staff resources, and related 
matters;
 

(3) 
evidence that the GOE has issued the necessary policy

determinations to create a Technical Secretariat (ACNIUA) 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 a.oY 
 retain necessary professional

and administrative staff and provided it with an adequate arnnual budget
 
over the life of Program, and
 

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

Notwithstanding the foregoing, 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 conditions
 
precedent to first disbursement.
 

(C) Conditions Precedent to Disbursements of Block Grant Funds
 

Prior to each disbursement of Block Grant Funds for local government

units in the Basic Services Delivery Systems component of the Program, or
 
to the issuance by A.I.D. of any commitment documents under this
 
Agreement for each such disbursement, the GOE 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.:
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(1) evidence that a special Block Grant account has beenestablished at the Ministry of Local Government (MrG) for deposit ofA.I.D. and GOE Block Grant funds; and
 

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

(3) evidence that the Ministry of Planning and InternationalCooperation (MPIC) his deposited in the WLG Block Grant account an amountequal to the local contribution or equal to 5% of the A.I.D. Block grant; 

(4) evidence that amounts, equal to 5% of the accumulatedcapital costs of the Basic Village Services Activity (BVS), theeighbolihood Urban Services Activity (NUS) and this Program and 10% ofDevelcmerit Support UK] and this Program's equipment investments in thatgovernorate, have been deposited in the accounts by the Ministry ofFinance, through an allocation and disbursement from the nationalrecurrent cost bu3.et (3AB II). The ab3ve percentages and totalmaintenance cost figures in the budget in Annex 1 are based on anestimate of average annual maintenance costs. "Tie Parties agree that
these estimates will be refined to obtain more exact maintenance cost

figures; and
 

(5) evidence that plans for Block Grant funded projects havebeen approved by ILDC s-ib-comittees and Governorate Local Develop ent 
Ccnmittees.
 

(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 co-ritment documents by which such disbursementwill be made, the GOE slhall, except as A.I.D. may otherwise agree inwriting, furnish to A.I.D., 
in form and substance 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 commlittees and submitted for review to
the provincial and urban subcommittees of the ILDC; and
 

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

Account.
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(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 be disbursed completely each fiscal year to
 
appropriate institutions at the village, markaz and governorate levels to
 
implement the Operatiois and Maintenance program for the governorate as a 
whole. A biannual review 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 Fimance who will be authorized by the Ministry of Finance and 
the governorn.-te to sign financial doc-m-ents; 

(4) the GOE shall covenant that Project plans and budgets for 
water, wastewater, roa3 and other infrastructure projects, as 
appropriate, shall include adequate funds to finance detailed design and 
construction supeurvision costs fDllowing appropriate technical criteria 
approved by ILDC sub-committees and the AN.1ANA; 

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

(6) the GOE shall covenant that Four Million Egyptian pounds (LE 
4,000,000)' will be allocated from the national budget for wages (BAB I) 
to governorates in the amounit of 2.5% of the RSDS grant for each 
sub-project. This will be used for an incentive pay plan and 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, includin settlement of banking charges

arnd other administrative exoenses, in the Local Basic Services Capital

Investment Accounts from which such revenues were generated; and
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(8) The GOE will use its best efforts to increase the share of 
recurrent costs that are financed locally by locally applied cost 
recovery measures. 

Frank B. Kiiiball, Director 
USAID/Egypt 

Date 

Clearances: •J 
AD/D;IRvanRaatcZ/ ­
AD/LE:4cilIons 

L,3 ilaxns 
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A.I.D. Project No. 263-0182
 

Program Grant Agreement
 

6ated SEP 1 P85 

Between
 

The Arab Republic of Egypt ("Grantee") 

And 

The United Statcs of America, acting through the
 
Agency for International Dvelopment ("A. I. D."). 

Article 1: The A1reement 

he purpo!se of this Agreement is to set out the un.3erstanii-Ygs of 

the pJarties rnmed aij-vc ("Parties"), with res>-ct to the undertaking by 

the Gra.tee of the Program described below a- with respect to the 

financing of the Prcgrarm by the Parties. 

Article 2: The Program
 

SECIO.1 2.1. Definition of Prqram. 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 wid expand the 

capacity of local goverrent to plan, finance, implement and maintain 

locally-chosen bsic 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 chanqed 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 Proqram. 

(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.
 

(b) Within the overall Program Assistance Completion Date stated 

in this Agreement, A.I.D., based upon consultation with the Grantee, may 

specify in Program Implementation Letters appropriate time periods for 

the utilization of funds granted by A.I.D. under an individual increment 

of assistance.
 

Article 3: Financing 

SECTICN 3.1. The Grant. To assist the Grantee to meet the costs 

of carrying out the Program, A.I.D., pursuant to the Foreign Assistance 

Act of 1961, as amended, agrees to grant the Grantee under the terms of 

this Agreement not to exceed Sixty-One Million United States ("U.S.") 

Dollars (t6l,000,000) ("Grant"). Subject to the limitations of Section 

2.2 above, total A.I.D. funding of One Hundred Fifty-Six Million U.S. 

Dollars (t156,000,000) is anticipated. 



-3-

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 and service required for the Project. 

SE rIwb 3.2. Grantee Resources for the Program. 

(a) The Grantee agrees to provide or cause to be 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 Egyptian PoLunY equivalent Twenty-Nine Million Eight Hundred 

Forty-Four Thousnnd 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 of Seventy-I'.n Million Two 

Hunred Twenty-Five Thousard U.S. Dollars (72,225,.000). 

S Irrio 3.3. Pr_ r Assistance Comoletion Date. 

(a) TFhe "Program Assistance Completion Date" (PA(.), which is 

September 30, 1939, or such other date as the Parties may agree to in 

writing, is the date by which the Parties estimate that all services 

financed 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 vriting, A.I.D. will 

not issue or approve documentation which would authorize disbursemnent of 

the Grant for services pcrfomned 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 docunentation 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.T.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. 

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

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

the Grantee shall, except as the Parties may otherwise agree in writing, 

furnish to A.I.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 intermini~terial local development 

committee (ILDC) responsible for Program policy and coordination. The 

members 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. 



(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 that 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 and defined its role in terms of policy analysis, technical
 

coordination, monitoring of implementation, evaluation, and related
 

matters, arAd authorized it to acquire and retain necessary professional
 

and administrative staff 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 account for maintenance fund 

contributions provided Iy the Grantee. 

Notwithstadin.g tlhe foregoir., upon the agreement of the Parties, 

funls may be comnitted and disbursed to finance technical assistance 

contracts prior to the satisfaction of the above-listed require.ents
 

precedent to first disbursement. 

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

requirements precedent specified above have be-en met, it will promptly 

notify the Grantee.
 

SECTION 4.3. Ter-minal Date for PReuirements Precedent to 

Disbursement. If all of the conditions specified in Section 4.1 have not
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been met within 90 days from the date of this Agreement, or such later
 

date as A.I.D. may agree to 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. 

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

disbursement of Block Grant Funds for local government units in the Basic 

Services Delivery Systems component of the Project, or to the issuance by
 

A.I.D. of any caoxmitment 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 and substance satisfactory 

to A.I.D.: 

(a) evidence that a special Block Grant account has been
 

established at the Ministry of Local Government (MtG) for deposit of 

A.I.D. and Grantee Block Grant funds; and 

(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 and that an 

amount equal to at least 5% of the A.I.D. grant to that local unic has 

been deposited by the local government unit;
 

(c) evidence that the Ministry of Planning and International 

Cooperation (LPIC) 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;
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(d) 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 Prcgram and 10% of Development 

Support Fund and this Program's equipment inve~tm-ents (after the 

investments have been realized) in that governorate, "have been allocated 

and disbursed by the Ministry of Finance from the national recurrent cost 

budget (PaB II). The above percentages and the total maintenance cost 

figures in the bud-get in Annex 1 are bised on an estimate of average 

annual maintenance costs. The Parties agree that these estirmates will ]>e_ 

refined to obtain more exact maintenance cost figures; and 

(e) evidence that plans for Bloc1k Grant funded projects have been 

approved by ILC) sub-comnittcees and Goveriyorate Local Development 

Comit tees. 

SEPIOrN 4.5. Disburse:nents of WVO Funds to the Governrates. 

orPrior to each dif..harsement of WO funrls to the governorates to the 

issuance by A.I.D. of any cormitment documents by which such disbursement 

will be made, the Grantee shall, except as the Parties may otherwise 

furnish to A.T.D., in form and substance satisfactoryagree in writiryg, 

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 comnittees and submitted for review to 

the provincial and urban subcoittees of the ILC; 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.
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Article 5: Special Covenants. 

SECTiON 5.1. Proqram Evaluation. The Parties agree to establish 

an evaluation progremn 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 and evaluation of problem areas or constraints
 

which may inhibit such attairn-ent;
 

(c) assessment of how such informtion may be used to help
 

overcome such proble-s; and
 

(d) evaluation, to the degree feasible, of the overall
 

development impact of the Program. 

SECTICM 5.2. Ratification. The Grantee will take all necessary 

.... - ~nrecessary to ratification of this 

Agreement and] will rtify A.I.D. as promptly as possible of the fact of 

such ratification. 

SECTICk 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 management report showing
 

the dates of transfers of Block Grant and Mainten-ance 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.
 



SECTION 5.4. Funds For Basic Ser-i-es O-ration 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 aintenance program for the governorate as a whole. A 

biannu-al review of progress on maintenance cost financing will be held
 

between the Parties.
 

SECI'ION 5.5. Villaqe Unit Accountants. The Grantee shall platce 

at the lowest level of local administration, where appropriate, a 

qualified1 accountant approved by the Ministry of Finance who will be 

authorized by the M'inistry of Finance and the governorate to sign 

financial do=u-ents. 

SECPT.ON 5.6. Fur-.s for T)2sign an-1 Construction Sur> rvision. The 

Grantee covenants t -t Project plans aid bucgets for water, waste;ater, 

road ud other infrastructure projects, as appropriate, shill include 

adequate funds to fin.,,ce detailed design and construction supervision 

costs following appropriate technical criteria approved by ILDC 

sub-co.iinittees and the MANA. 

SEMtIO, 5.7. Establishment of Governor-ate Iical Devel.ooment 

Com-.ittees. The Grantee covenants that each governorate will establish 

Governorate Local Development Co:-unittees (GLDC) comprising both elected 

and executive council -. nmbers. The GLDCs will coordinate the 

governorate's program under the Program. 

SECTION 5.8. Incentive 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).
 

http:SECPT.ON
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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.
 

SECPION 5.9. Retention of Penalty Fees and Interest. Contractor 

penalty fees, interest, ard all other revenues generated from the use of 

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. 

SECION 5.10. Increased bobilizition 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: Procurent Source 

SE'TION 6.1. Foreicw :\chranie Costs. Disbursements pursuant to 

Section 7.1 will b used exclusively to finaice the costs of goxs and 

services required for the Prograi-i having their source an3 origin in the 

United States (Code 000 of the A.I.D. Ceographic Cede Book as in effect 

at the time orders are placed or contracts entered into for such goods or
 

services) Y'Foreign Exchange Costs"), except as A.I.D. may otherwlise 

agree in writing, and except as provided in the Program Grant Standard 

Provisions Annex, Section C.l(b) with r6spe3ct to marine insurance.
 



SECTION 6.2. Local Ourrency Costs. Disbursements pursuant to
 

Section 7.2 will be used exclusively to finance the costs of goods and 

services required for the Procjram having their source and, except as 

Parties may otherwise agree in writing, their origin in the Arab Republic 

of Egypt ("Local Currency Costs"). 

Article 7: Disbu.rsement
 

swcrION 7.1. Disbxursement for Foreign Exchanqe Costs.
 

(a) After satisfaction of conlitions precedent, the Grantee may 

obtain disb.irse:nents of fincis uilier the Grant for the Foreign Exchange 

Costs of goods or services roquired for the Program in accordance with 

the terms of this APree;-nnt, by such of the following methods as may be
 

mitually agreel upo:.:
 

(1) by submitting to A.I.D., with necessary sqpporting 

docuzentation as prescrib>d in Program ].ple;nntation Letters, (A) 

requests for reimbursement for such goods or services, or, (B) requests 

for A.I.D. to procure co:nr::ilities or services on Grantee's behaif for the 

Program; or, 

(2) by requesting A.I.D. to issue Letters of Coimmitment for 

specified amounts (A) to one or more U.S. barks, satisfactory to A.I.D., 

comitting A.I.D. to reimburse such bank or banks for pay,nents made by 

them to contractors or suppliers, under Letters of Credit or otherwise, 

for such gocxds 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.
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(b) Banking charges incurred bry Grantee in connection with 

Letters of Commitment and Letters of Credit will be financed under the 

Grant unless Grantee instructs A.I.D. to the contrary. Such other
 

zriting, may also be financed the
charges as the Parties may agree to, in 


Grant.
 

Section 7.2 Disbursement for Local Currency Costs.
 

(a) 	After satisfaction of conditions precedent, the Grantee may 

under the Grant for local Currency Costsobtain disbursements of funds 

required for the Program in accordance with the terms of this Agreement, 

with necessary support documentation asby subwitting to A.I.D., 


prescribead in Program Imolementation Letters, requests to finance such
 

costs.
 

(b) The local currency needed for such disbursements may be
 

dollars by purchase.-	 'Thr__
obtained by acqaisition 	by A.I.D. with U.S. 

U.S. dollar equivdlent of the local currency made available 
hereunder 

will be the amount of U.S. dollars required by A.I.D. to obtain 
the local 

currency.
 

of the
SE ION 7.3. Other orrms of Disbursement. Disbursements 

means as the Parties may agree
Grant may also be made through such other 


tc" in writing.
 

moreSECTI(XQ 7.4. Rate of Exchange. Except as may be 

specifically provided under Section 7.2, if funds provided under the
 

Grant are introduced into Fgypt by A.I.D. or any public or private 
agency
 

for purposes of carrying out obligations of A.I.D. hereunder, 
the Grantee
 

will make such arrangements as may be necessary so that funds 
may be
 

of Egypt at the highest
converted into currency of the Arab Republic rate 

of exchange prevailing and declared for foreign exchange currency by the 

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

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

other co;mnunication submitted by A.I.D. .or the Grantee to the other under 

this Agreement will be in writing or 1y telegram or cable, and will be 

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

addresses:
 

To the Grantee: 

Ministry of Planning and 

Interriatioa:l Cocge>ration 

8 Adly Street
 

7th Floor
 

Cairo, D~ypt
 

To A.I.D.:
 

A.I.D.
 

U.S. Enbassy 

CQiro, Egypt
 

To the Implementing Organizations: 
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Ministry of L<cxal Government 

Agrarian Reform Building
 

Shooting Club Road
 

Dokki, Cairo
 

Ministry of Finance
 

Hussein Hegaze Street 

Lazougli Square, Cairo
 

All such communications will be in English, unless the Parties 

othenwise agree in writing. Other addresses may be substituted for the 

above upon the giving of notice. 

SECTICIi 8.2. Representatives. For 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 Econo.mic Cooperation with U.S.A. and/or Minister of Local Government 

and/or the Minister of Finance , ai-L A.I.D. will be represented by the 

individual holding or acting in the office of Director, US.ID, each of
 

whom, by written notice, may designate additional representatives for all
 

purposes other than exercising the Dower 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.,
 



_____ 
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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. ienguaqe of Agrecment. This agreement is prepared in 

both English and Arabic. the event ofIn ambiguity or conflict between 

the two versions, the English language version shall control. 

SECrION 8.4. Starndard Provisions Annex. A "Project Grant Standard 

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

Agreement. 

IN 1-IT'NESS WVIEF3, the Grantee and3 the Unitec States of America, 

each acting tlirough its duly authorized representative, ha±ve caused this 

Agreement to be signed in their names atn3 delivered as of the day ard 

year first abeve written. 

APJvI% UIC OF ;xyPr1-1 UNITED 	 STA7ES OF R.ERICN 

BY : 	__"\ - _ _ BY 

, 	 E1--IAM :Ki 1A. 1.0zt.ry NAME: Nicholas Veliotes 

TITLE: D:!utv Pri-.2 -ini s :er an-1 TITLE: A:merican Amnissador 

Internit:ic:.~t;.1[ Cc--.on" 

ARA3 REPUBLIC OF 'ITYPT UNITED 	 STATES OF '.R 7 CA 

BY 
____ BY: 

NNME : 	Mr. Ahmnd Abadel Sa]:im Zaki NAME: Arthur M. HaFJ y 

TITLE: 	 A']:njnistratr of the De-.artment TITLE: Acting Director 
for Econo;ic ' o,-2rat ion USAID/7gypt
 

with U.S.A.
 

http:1.0zt.ry
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Lapleuenting Organization 

In acl;nowledgement of the foregoing Agreement, the following
 

representatives of the implementing organizations have subscribed their
 

names:
 

MINISTRY OF FIW NCE 

BY A._J rsi, 1 
MINISTRY OF LOCAL GOVERNMENT 

BY :4 .,A_ 
NAME : IdTioud Salahi El Din Ramred NAME :!1.isra irin .0_u-Basha 

TITLE: Minister of Finance TITLE:Rinister of Local Gover-nent 
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The Program,Doscription 

I. Pi~oqrm Goal and Pin po i''' ces 

S : 

1. The goal of, thec Local Devel opme',nt II- Program is to improve theL 
~qua owtyon . iincome-erid ts-s ;in--rural- afdl-ib) l-Egyp'-by-­
providing greater access to essential basic services. The progrm v ill 
provide local governient staff with' experience in planning and managemient 
of resources for local developmnt projects. Bloc. Grants local 
go-,m - -aO ill-be u -s-eo ihnc a ,dcentralized 

planning process ai1mcd at improving.basic s.rvices such as,potable .ter, 

sanitation, roads and other ,unicipaland vi arge services. 

2. The pro'jrom is based on the hypoth_ scis that if th 'authori ty, 

.resposblIiities an..resources aailable to lcal co.,,cils ar increased, 
then, local nv, i:ent wiIIl use their. to meet local needs, increase local 

pa rti ia n n vDr. ent* and de-21op.ment, .and ensure that basic 

er1:viIc 'are \-vr d to low inco e resid,'nts Evi dence gathered during 

0thei":*ple:uenta ti on of •the.DSS I orogram--thoi_ predecessor of LD ii­

supports tothosi s. 
".3.The proses of the LD 1i Program are: .. 

a) .to irprove and expand the-capacity of lcal units to plan,' 
organize, finance, implement znd mtantni n.Io Clly :Chosen1 as,c-seo0I-C 

proiec " and. ... 

1)) to -i.prov their capacity to .Ombilize local reourc.s to 

sustain the Provision of.services. . *.. 

4. The 
themes: 

in~llentation strat.gy icr LD 1I Il1 i stress the ,olIowi n , 

,)-dc ntral iation of lecal government," 

" . ... c) capacitybuil dino6local insti.tutions, 
d) opcrationiand., intrn .on, .sic services, a, 
,) public and privatIe local .resource mobilization. 

5. The LD IIProgram comprises-t,.,o ssems: 

I. The Basic ServiCes Delivery Syste. 
2. Tho Local Resources 'obilization_ SysCM. 

H.. The Bsic Sorvc,,. Deliv.ry svtem-(BSDS) 

" '', : #-' 

I1.The 5SDS is d...igned to st -rngthon local govornments, -at all 

levels, soithat, tlhey can provid a,'nd sustain basic services 'or 
Constituent s. GUSDS wi address constraints associated. with the capi t a 
pl.nning process, project dosign, opration .rnd maintenance- (0,, ) of. 

IC ., ICOIIJ.ssociat ,O l 1o .sills training. ,. ...
basic sorviccs, and equipmecnt, and asoi~d.kistrii 

. . ?< . 

I 
. 
, . 

a 

-. h: :: :,;,,. ,' : :;.::.',! ; !!?7% ?( %

J>. ,. -:. 
-- V.~~..L : 
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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
 
Interininistcrial Local Devel opment Comimittee receives and approves
 
•sub-project plans prepared by local government units. 

3. USAID and MPIC will finance the block grants. Each participating 
governorate taill receive an annual grant of approximately $2.50 million. 
Each participating governorate will be required to match the 5% annual 
contribution provided by IPIC (i.e. $0.12 million per governorate) with 
funds drai.n fro.i their respective Local Services ard Development or other 
local sources Funds. All 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 I], USAI- will provide approximately ,122.7 million in capital
 
financing. The ,,PIC will contribute approxi;,ately $6.15 million
 
equivale,,It inEgyptian Pounds, and participating local governments will
 
contribut,. 6.15 mil lion equivalent in Egyptian Pounds.
 

5". In addition, the Ministry of Finance (1,10F) will provide 
incremenltal financing to cover the estimated operation and maintenance 
(O&M) rcaiire:,;rnts associatCed .ith co-mpleted DSS I projects. On average, 
the NOF , contril'ution, per governorate, will total approximately 
$1.0C2 mill iou in equivalent Egyptian Pounds. MOF dishurse, ents will he 

-made.based-on-a3pprove4Ol.O pl ans. submi ttcd .by-c-ach .partic-i pati ng......... 
overnorate. The estir::ated financing from the IMOF will be approximately 
53.2 million equivalent in Egyptian Pounds. 

6. Under LD II, each participating governorate and local unit will
 
complete an Cn:nual planning, budget and implemetation cycle covering
 
five required steps:
 

a) Assessment of needs;
 
b) allocation of resources to each participating local unit;
 
c) preparation of detailed investment and O&M plans;
 
d) iplementation (i.e. designing, construction and maintenance);
 
and,
 
e) evaluation of results. 

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

7. Governorates and participating local units will prepare an annual 
maintenance pl.n and budget, w.,'hich will address maintenance requirements 
for )SS I and LU II investments. Financing for approved maintenance 
plans w-ill he made available by the Ministry .of Finance through the 
BAB II recurrent cost account. 

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



3U 

rehabilitation of maintenance facilitiesor construction of 

rehabilitation of existing infrastructurjsiand 
4new i nfrastructure or equip.ment.
 

and ' norates m demonstrate
lhust that the requireme nts under the firstan Ipriorities have been satisfied before programming BSDS grants 

proposals submittedus.eio maite ac facjlitiese;itoac'f'dlfor new projects must include plans and 
'&Mhich w0ll be implemented during the post construction,sell, livery period. 

it less than seventy five percent of each governorate Is block 
gan alcated to village councils inprovincial governorates
arcud ict ncilis in urban governorates. Up to twenty fivePer(' iach govrnorate's block begrant may reserved forl governorate
and,. level1 projects which support village/district projects. Thisil be used for mnarlkaLn and governorate maintenance facilities andaS F,! equip:,ient. 

,yernorateg'will have the option -to use Up to twenty fiVe1) e I-thec USAJO liortion of thc-ir annual block grant as foreign
ex.L .? importation of capital equipment not available in Egypt. 

. typ. .ofproject thatus w .p entod I.y.pov.incia1 -ovs- inc ude: small water and wasto at"r pr..jects, secondary andtert-?,ds, in fntenance fa'cilities- and I
Scal: service infrastructure.qup ntadotesal 

:~types of projects that may be implemented by urban
 
. go ..s 


stre 
include: additions to existing school and health clinics,

:nq end paving, small water, wastesater and solid wastepro, :-d maintenance facilities and equlimet, and other small scalebasc ice i nf ra structure. 

average project size iiill be approximately LE 55,000, to LE.-W,0G. 
­

.ceptions are expected in the case of water, wastewater andSoli projects and governorate level maintenance facilities. These1)roicl~ fall boteen LE 100,000 and LE 400,000. 

-BSDS End of Project Status will be as follows:
 

A GOE funded matching block grant system will be fully
ins .;alized;

A decentralized planning and budgeting system,as outlined-'inEyptq. ';:, will be more fully institutionalized;
mproved, project planning andP- iplemintation capabilities at

'alI 'I of local governm-ent; 
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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 approximately 500 pieces of imported rolling stock or fixed plant in 
place;
 

G. Approxinately 40,000 council meribers will have received

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

III. Local Resource I.lobilization (LPR) System
 

1. The LPR.i Systcm has been designed to enable both public and

private sector local institutions to promote local economic development.
The LRI. System has been organized into two separatc subsystems: 

-- A public sector component focused on improving the capacity oflocal gove'nment to mobilize local resources to finance an increasing 
-share of local capital and rCcurrent develo; ent costs and to considerchanges in the central - local government findricial arrangements with the

objcctiv2 of i:i;roviY local deve!,p:.nent pl3n.ning and management byregularizing and ':fJ ing more predictable the flow of financial resources
from thc" center to local government; 

-- A private sector component focused on expanding basic services,
.nonna! l:y pro-:ided by- local gc:verr.ment,._-by .cncouragi44g.-loCal. government-.to

tap and utilize the ability of private volun-tary organizations (PVOs) forservice delivery. The private sector LR, component would also explore
and pilot test n2-;! approaches to the delivery of non-subsidized credit to 
small rural and urban enterprises. 

2. The LR'1 will be directed by a sub-co nittee of the GOE kumana
chaired by a scnicr meiiber of the .,inistry of Finance. The age-nd-of the
sub-committee will be the foll owing priority issues: 

-- Grants from the central government presently account for
approxi-,,-,tely 85, cf Iccal governmient revenes. If local governments,
6ver the rdi,,i ter., are to cover the local operating and maintenance
 
costs of bs..-ic services, the legal authority and management systems for

local govrr;eJnts to genrcrat. additional local revenue need to be put in 
place. initial efforts will be focused on increased application of user
fees and other cost recovery measures at the local level. 

-- lost local fees and taxes collected by local government are
passed on to the central treasury and returned in the form of general
subsidies. 
Thus, the link between setting higher user fees and ability
to improve service delivery is tenuous. The sub-committee will examine
the possibilities for modifying the present system to enable local
jurisdiction- to retain user fees and other revenues at the local leveland dedicate them to recurrent costs of systems for which they were 
col Iecte. 

http:government-.to


3. Technical assistance and training in support of the LRM
 
sub-committee vtill be financed from 
 the SDS project of DSS I. 

4. By 1939 the End of Project Status for Public LRM will be
 
as follows :
 

a) Increased authorities for local councils to collect, retainand expend additional revenues, user fees, etc; 

b) Improvements in the present system of intergovernmental grants
for 3AB II recurrent costs, from an ad hoc system to a formula based 
systc;m, so local govern:nents can plan OL,.1 requirements with greater
certai nty; 

c) Increased revenies and user fees collected and spent locally,
with an increascd proportion of recurrent costs for basic services
infrastructure and equip:ment being assumed by local units; 

d) Financial ,anage''ent and ad-inistrative capacity of localgovcr:ents str,,': tLhened in the field of resource generation and 
adri In ti On;str 

e) Lccal cocounting units, certified by the IOF, will be

estahlished and o;erating in local units;
 

f) A local univ'ersity will be offering a Mster's degree in 
-. public finari:-; . 

g) A tr.ininig pro'r i for local government and 1.1inistry of

Finmrce staff mill be established and routinely operating.
 

5. The Private Sector LR:.i Systc-, will have two components: 

a) an activity to strengthen the linkages bet;.een localgovern-ments z:.d P','Os in the provision and operation of basic services;
b) o.1r an uns,>sidized credit prog;ram directed to s.::7l1 scale

rural arnd u:h:- c'terprise. Studies will be urdertaken by th.e Amana toexplore the iin':irg, of the PVOs .ith O'DZ'""'s Local Develcpm.ent Fun 1 
LDF asarted.,1-). d',ring DSS I. If bcth governmients agree to

proceed with a further credit activity, it will be incorporated into the
FY 19.36 amer.'.ent to' the LD 11 Grant Agreement. 

6. The LD II PVO activity will be directed by a sub-committee of theAmana chaircd by a senior r.:rmber of the 1,inistry of Social A;ffairs. The
LD 11 Progr. .iill cstablish PVO Grant Funds in each participatinggoverriorate. Interest erned on the PVO Grant will belong to the Grantee
and w.ill be used for the Prject. Grants will be made to specific PVOsafter project l-cp',sals have been reviewed and approved by the
 
governorates Locil Develop.:--ent Co1:*ittee, The Grant Fund will be 951
.capitalized by US.'-,ID ani 5:" capitalized by the participating
governorates. .PVOs receiving grants will be required to contribute at
least 25% of th e cost of their proposed projects. 
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7. By 1989 the ,nd of Project Status for private LR1, will be: 

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

b) IMinistry of Social Affairs and Governorate Social Affairs 
directorates will be managing funds and providing technical assistance to 
local government units and PVOs; 

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

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

JV. LD11.cco and Ph.asin,1 

1. The LD II Prcqram ,ill be national in scope, covering 20 
provinzial .Dvernorates, the four governorates co:m;)rising the 
metropolit.n C.1iro and Alexandria areas and the o;e city governorates of 
Suez and Poet S,'id, TIhe novernorates of North and South Sinai will not 
receive LD ii fu;,div , siricu Ihey l.-e substantial undisbursed funds 
avail able un er th? i VS Project. Both Sinais will continue to 
participe.te in all LD 11 TA and training activities. 

2. Each p rtiipating covernorate will receive two annual investment 
and recurrenrt cost grcrts from USAID and the central government. Grants 
will be ti,>.d to coincide w-,ith the beginning of the GOE fiscal year. 

3. The entry of both urban and provincial governorates will be 
phased. The fcur g'cerron, rates cc;.-prisirio the metropolitan areas of Cairo 
and Alcxan'ri a will join the progral durinq the first year of 
iile..-.enttill. Port Said and Suez will join the prcgram, beginning the
second year. 'i!Me provincial governorates will join the progri-pm in the 
first year folloo :%_d by the i'emaining eleven starting with the second 
year. Di;urents ill, therefore, be phased over a three year perir-d. 

V. LD 1I Or-enization and_.!1anage-nt 

1. The DSS I Sector Steering Comittee, created in 1982, will be 
rena;ied the interMinisterial Local Development Coi.,-ittee (ILDC). It will 
be given brc-d'r .inisterial representation, with members from Local 
Government, Planning, Finance and lino ministries directly involved in 
local basic services such as Housing. 

http:participe.te


Projict Gr,.nt Stan;hrd
 

Provisions :inncx
 

Definitions: 7,s used in this Annex, the "Agreement" refers to the Project Grant 
ligreement to which this Anncx is attached and of which this Anne forms a part. 
Ter=.s used in this ,nnc.x have the saue ieaning or reference as in the Agreement. 

rticle A: Project Ir.-ecntation :,-tters. 

To assist Grantee in the impl:nentation of the Project, A.I.D., from time to 
tr.e, will issue Project Tm.rler..nttion >etters that will furnish additional 
inforr:!tion about mn.ttrs stated in this Agreer.nt. The ortics may also use 
jointly ared.itupo,. Projoct Irole2.'ntation L'.ttcrs to confirm and record their 

turl u .... .. i~cln' on aspects of the ipl3:etation of this hgreerent. Project 
Inp,.am.ntation Leattcrs will not be usc.d to amend the text of the Agrecment, but 
can ;-: usecd to recor-d revisions cr exceptions which a-e permitted by thM; 
Agreez~nt, includinc the revision of elcr:ents of the amplified description of the 
Project in :Annex 1. 

Article B: General Covcnants 

SECIO'I B.! Consultation. The Parties will coop,erate to assure that the 
purpose of this AreC.xent ,*il1 10 accc:mplished. To this end., the Parties, at 
the roucst of cith,r, i.ill cxcIh:xge vicxws on thit progress of the Project, the 
perfo mance ef cblic;aticns under this Agreenent, the p:rfermanc.2 of any ccnsul­
t;nts; c.ntr.ct,.rs or supoliars enged on thn Project, and cther matters 
relating to the Project. 

SECTION B.2. Execution ef Project. The Grrntee will: 

(a) 	 carry cut the Project rr cause it to be carricd out w.:ith due diligence 
and efficien'y, in c.Mfcrmity with sound technical, financial and 
monaa2gennt pr'ctices, and in c-nfr irity with th'.se decun'.nts, plans, 
specificati-ns, c.ntr:tcts, schedules 7r other arrangements, and with 
any ncdific--.ti-ns thcr.,n. ap:rcved by A.I.D. pursuant to this 
;igrecncnt; and 

(b) 	 provide quandfl nw !xperienced npi,., ont for, -and train such stalff 
as na:,, be ppr'riyte for tha mr.intcnance and ,er'tian of .he Prj ct, 
and, as ap-licable fcr c'zntinuinc- activitics, caune the Project tr- be 
operated and raintain.d 4.n such T:ztfneo as tr assur,.. the continuing and 
suc(cssful achievm.-nt of the purp'oses of the Pr oi:ct. 

SECTION D.3. Utilization (-f G,.s and -nrvcos. 

(a) 	 -w.y resources financed under the Grant will, unl.ess otherwise agreed
in w,_-iting by 2.I.D., br doted t-, the Projzct until the cr:.:lction 

of the Project, and . %...f usced s') as tow-ill b. further the 
objcctives scuc,ht in cr.'rying cut the Project. 

http:c.ntr.ct,.rs
http:Agreer.nt
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(b) 	 Goods or sorvicer. zinancud under the Grant, except as A.I.D. may
 
otheri.ise rcgrcc in ,7riting, will not be use:.d to prrmote or assist a foreign
 
aid project c:r activiti' a~ss;ciatod with -r financed by a country noL
 
included in Cede 935 cX thu A.I.D. Geographic Ccxele Book as in effect at
 
the time cf such use.
 

SECTION B.4. Taxati-:n. (a) This Aer.ent and the Grant will be free frcm any 
taxation oi" f.es i nposed under laws in offect in the territory of the 
Grantee.
 

(b) 	 To the cxtent that (1) any contractcr, including r-ny consulting firm, any
 
perswinncl cf such ccntractor finarced und.r the Gra:Lt, and any property
 
or trz-n.;acticn relating to such crntr:cts and (2) any ccrincdity pr-ccurement
 
transaction fin2.nrcd under the Grant, are not exempt from identifirble
 
taxes, ta7riffs, duties (rrothar levies ir cs.,d tnder laws in effect in the
 
territcry of the Grantce, the Grantee will, as and to the extent prcvide'd
 
in and pursuant tc Pr-juct T.hplenentati.n Letters, pay or reiburse the
 
sarao with funds 7ther than those provided under the Grant.
 

SECTION B.5. Reoryrts, Raecords, inspectirns, Audit. 

The 	 Grantee will: 

(a) 	furnish A.I.D. such infcrmnatirn and r.p:rts relating to the Projcct and
 
to this Agree;~unt as A.I.P. ray re zn::bly request;
 

(b) maintain or c,-use to he mnintain-d, in accordance with gcnerally accepted
 
accc;unting princip.es and practices c.-r.sistentl, applied books and records
 
relating t( the oj :ct:d to this Agrcment, 'dequate to. show,.without.
 
lii::itation, thu rceipt an us, cf gC;.-- :,d sarvice acquirec-d under the
 
Grant. Such -c',k r-.c-rcs :ill be audited ular ly, in accordarnce
h anl r.z 
with qen,:rally acc,:Atz.d auditine stan&:.rds, and niaintain--.d for three years 
after the- at ,f l.st disburs.r:;ent by L.I.D.; such beck:,s and reccrds: will 
also be adequ;,te to show the nature and c.):tent of sclicitati:ns cf pros­
poetive suoliers of co:ds and services acquired, th2 basis of award of 
contracts and c-r~lers, and the overall prc.!ress ef the Project toward 
co:auleticn; and 

(c) 	aff ';rd a.uth riz d r-<o':2cnttivs -,f a Party th -opportunitv at all 
reasonable tinies t,-, inspect the Project, the utilization cf goods and 
services financed by such P:arty, and books, records and other documents 
relating to the Prcject and the Grant. 

SECTION B.6. Cc leteness of Information. 

The 	 Grantee confirms: 

(a) 	 thEA. the .ots ano circu..-nsta-nco-s of which it hls infirmed A.I.D., or caused 

A'\?
 

http:princip.es
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A.I.D. to bo inf';rr:e, in the cr7'1rrc of x.cachincr agruci-ient '..,ith T1.X.D. on 

the Grant, are ,-ccr-r'tc and cC;T..let._, and include all fact; nnd circur:­
stpances that 'uni.ht )rIte'_ially affuct the Project and the discarge of 

responsibilities und:r this ,.gr&.:2vnt; 

4))) tihat it. will, inform. ?.I.D. in timely fashion of any subsequent facts and 

circumstances that might .,.tcriA.ly &fect', or that L. is zaasonable to 
so c.f.. t, the Project cr the discharge cf res pnsibilitics underbelieve might 

this Aigreer.nt. 

SECTION B.7. Other Pa-,er.ts. 

Grantee affirms th.t nc payr.cnts have been or will be received by any official 

of the Grantee in c:-nncctlcn with the procur-ment of goods rr serviccs financed
 
legally estblished in
under the Grant, e;'ce,::t fes, ta'xes r.r similar payments 

the ccuntry -:f the Grantee. 

SECTION D.S. Infrr.tion .rd rking. 

The Grantee will give -.ppr-pri:'te publicit' to the Grant and the Project as a 

prr.,-rn to 'dhich the United States has contributed, identify the Pr*ject site, 
as described in Project Irplmentaticonand rn'rk gcods financed by A.I.D., 

Letters.
 

• srticle C. Pr',or-:.,nt pr: sior:s. 

SECT IO3 C.1. &oeci:-l 'ulcs. 

' e -. f ' s - tThe srurce a.nd rinin. ecc-.nA rnd-r. rair' sitippingr - willh t be cOeme! ~.......to be the
(a)-- -- . .. l I ... . .a .. r rt rS c t- ~ 

oceanu vcse.J 3 or c uoyo -u.
 

(b) Prcmiuns for n ~ino u a....lacedr pln in th'-. tarrit,'ry of the Grantee will 

be de:..ed an eliible F-:ign 2:'chanve Cnst, if oth.r'.zise Celigible under 

Section C.7 () 

Grant will be of United States(c) Any motr v-hiclus finance, under the 

rn.nufacture, exceopt as A.I.D. m-.y otherwis, agree in vritinq. 

by , .. the Grant, of prcerty cr persons(d) T_.n.....-n air finnc d uncle,: 
will be on chrrir.rs Th-inq Un'-.LC'Z States certific,:.-"(and their pers.;n-l zffeces) 


t- th extent srprvice by such cs 2. availble. Details on this
tion, 
requirc7ient will be d:scr ,d in a Frcje.t 1r.'.ementati7n LettEr. 

SECTION' C. 2. Eligihility ,.te. 

No gods o" services 7'.y be fir':nnced under the Grant which are procured pursuant
 
of this
to orders cr c';ntracts firmly 1le'ic)d rr ente'red into prior to the date 


Agreeaent, exce<t as th, rartics my cthur'aise agree in writing.
 

http:chrrir.rs
http:Pa-,er.ts
http:Aigreer.nt
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SECTIO. - C.3. Plans, Snecificaticons ndc Contracts. 

In order for there to !b>omutual agrecmient on the fol.lowing matters, and except 
as the Parties may otherwilse agree in w-,riting: 

(a) The Grantee will furnish to C%.I.D. upon preparzition, 

f 	 (1) any plans, specificptions, procuremnt or construction schedules, 
L~ ~--contracts,--or- other-documentation-relting---grn<!s- or- services -to-be­

financed unde:'r the Granut, including docunmentzition relatin~g to the pro­
qualifica-tion anel selection of contracto~rs anld to the solicitation of 
bids and proposals. iTiaterial mod-ifieatio.ns in such doctumentation will 
likewise be furnished A.I.D. on preparation; 

(2) such Cocumentaticn will also be furnishod to A.I.D., upon prepara­
tion,*.relating to any gorods cr services which, thcuri' not fina;nced tinder 
the Grantl,are deemeil by A.I.D. to be of major iinort-nce to the 
Project. -A'I-,zcts of th( Project involving matters under this subse_-cti:on 
(a) 	 (2) will be idlentified in.Project Impleiaentation Letters; 

(b))Documents rela~ted t,- the pracu-ilification .)f contractors, and to the 
sli.citation of bicd or 1prjposa1ls f')7. qoo'C~ all, sriccs finrtnced Un'.cir the: 
Grant will be ap~ccby AID in writing -ric~r to their issuance, and thoir terns 

*will include Unitafi States sta-nedaerds and measuirent. nts; 

(c) 	 Ccn trLacts and ccntractc.rs. 'inanced, under the Grrnt for ctnineering and 
~otw~-~?r~fessim ~az-sevicas,.-for-cc,;stru ct 3,1.-scrv ic~s. an I rscdte..-. 

scorices, equi.::%int r..maturials as rmaly be s-ieciied in PDrjcct innlontation0 n 
Lettcers, will be aprv by A.I.D. in writincf ro to oixecutinn nf th-_ 
contract. XMtorial mcifctions in suchi co-ntracts iPil'. also be cqjprcvcd in 
'Writing by A.I.D. nrior to' excecution; ne 

P~t'<I C~V~r *III',~I 

(d) Consulting firms used by the Grantoo for the Project but nct financed 
CC "CVt : : :fnne n-e:teGntmculndc~ntn~n 	 eamg:t h ~e:.1uncler the Grant, -the SCCIDe Of their services ancl such o-.f their )ersoinnel:; 	 : na11f o ¢c onof ntratrs n It :tes I oVmcmta.: 

assigned to the Project as A.I.D. mty specify, and3 construction contractors 
u&by the Gr:,nt,2e f.E:r tho 1Project but no-t finacccd under the. Grant, shall 

be ac ceal c!A.D 

SECTION C.4. Reasronable ,Pr3.c.. 

I- No more than reascnable r~ricos will be paid for any gosor services 
*1 inaniced, in whole or. in arundIer the Gra-nt-. Such itcms will be procured 

a fair antdA, to the maximum extent practicabILle, on a ccrnlpotitive basis.-.on 

SECTION C.5.. Notifict to Poitentia l Su-,olie-;rs.. 

To permit all United states firms to have the oppo-,rtunity to 1participate in 
D. inr,71,. nno;vc.. to !~ i'uc~tv::teO~~,the Cra,.!teoo 1:3.1 

furnish A.I.D. such information with regardl thereto, an,.' at such times, as-
A.I.D. may requcst in Project Impylementation letters.* 

http:ccntractc.rs
http:mod-ifieatio.ns
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(a) Gcods which a).- to he tr..,;rte2 to thc territory of the G:antee ma n t 

be financed. under the rrant if trans,?-rte either: 

(1) 	 on an cceean vessel o: aircraft under the flag of a country which 
935 as in offoct at the timeis not includedc in A.I.D. Geo,graphic Cc.o 


cf shi-:r.ient, cr
 

(2) on an ocenn vessel which A.I.D., b" Mritten notice to the Grantee 

has designated :is ineligible; er 

ocean or air chrter.':ich has n)t receivedI prier A.I.D.(3) unlcr an 

approval.
 

(b) 	 Costs Cf ocean Cr air trns e;.rttion (of goo s or ,)crsr.ns) an related 
r',y nr;t he financed0 un:ier the Grant, if such goods or jcrs..onsdelivcr',' services 

are carrieo: 

(1) on an -,ccan vessel un'.2r the fl.c- of a cruntry not, nt the time of 

shi ,::.unt, ifentifie&un.'.er the !,ar-.,,r.ph of the Arecment entitle 
"Prc,curo:met S.%urct": rrEicjn Fxchn:2 C. sts," withcut ",ri,-)r written 
A. I.D.a-..r v ; 	 , 

(2) on an c.cean vessel which A.I.D., by written notice to the Grantce h.s 

designated as in.lJgible; or 

(3) under an oce,:.., veos::)r ,ir charter whi.ch has nct received rrior 
.... . .. . .. - .. .. .. ~ - .... -........ ..
 

. ... . .... . - .. ...... 	 ........... . .... ­:v.a;. ro v&)].'"- ..... 

(c) 	 Unless A.I.D. .nis th.at 2r:vntel-~n.2" United Staes-fla, 
nzet at fair and reascn.oile fzr suchco.minrcial,,cen vessels ar,. avail-.;e rates 

vessels, 

(1) at letst fifty pc .rcnt (50%) of the ornss tonnage of all goo.s 
(c on.ute. z.-ev.r'.tel "cfr dry -u].k c-:rri.:rs, ,.ry c.nrro liners n.' ta-nk,rs) 

fir.nc". ,y !..I.D. .hich may -e traus.ortc. .n rocean vessels will he 
vessels,CrI.atl' 	 Unit.2tl..h.s..ortei on ..... 	 St.a:t.'s-flag cxr.wercia], 

an.
 

at least fifty :ecent (50%) of the r.'s fret rvenue(2) 
cjncrato.d 	 by all ;hi-....ts finance, :.Jy A. an.'" trans,*-..rtc:' to'th 

shall 1.e t. oi.or for thcterritcry of the Grante Cn , ry, cirgo lir,?rs 

benefit of "givately-:ned Unite States-flag cC",amercial vessels.
 

Corliance ,'?ith the requirements r:f (1) an (2) ,-.f this suhsectiun must 

be achi.v1 .'ith r.ar-xct to h,, th any carcjc transported fr-m U.S. ..:.rts 

and any car: tr:.ns rL.x; f-, ncon-U.S. ?crts, c. -_.lut&2 sep'aratO.y. 

http:ar-.,,r.ph


(a) NMalire i.nsurwinuo cn. 5 ci financur! !y A.I.D. whih are to be rnxrt.to the terri.t-;ry cf thn Grantoe mn-y b.e financecl as a P.:reign Exchanlge costun-der this IV're'pent F-rvidlcrl: 

(1) such insurance' is placcd at the lowest availabl~e ccriotitijve Jra to, and 
-

(2) ~ ~hrud, ~ ~ ) c~i,. ntocrecy in which such gjoodswere financec. c-: a-nyin frooly cCnvCrti:;le c-arrcncy. 

If tc(o:G'r.'ntc ofGrctoo)!)ystatute,or rractico- (iscrirminatos with e& l:ecroc2, r'uk, reciulnItionlcto A.1. D. -f inncccaly manrim-, insurance .rcrrn a.'.bInStccmi.any -:-hnrize2 to do !lusincss inl any St to of' "IheUni tod StZtcs: then all. ;cdsshi po2 .t.) tho t--rritcrry of the1b"y Gra-ntue finnncod'uCorwl ,,a~xh a :aint marine ris1zs and suchin.fxreci iu~'newilha rjlc'.cOd! in thIe united St:tas W,th aucomp-any cr ccn:: anjes amthcorize'2 to 0'0 a.racrinc! insurance Lus'Iness in a- state ci thc- UniteI cStates. 

(b) -'xct Fs A\.I.D. i..' t~ric a'rce ill writinth Grantec willor ca*u!se insurce,to -'- insurocl, 'joc,-ds fimancw -- undePr tho Gr inrtoa3-Ain-st ridoicdzt for the. Prcjectt thoir trcansit ',,: th2 -Gin~tsuch ("f thcir uein the Project;will !-'o isstueO on torisr an.' cc-.n'itirs consistent- vwithCCL~rj~).rrcticc an - will insurc snundC­
the fultl vr.)uc of th. Ac..7ny inrC"-mnificaition rcvcbyt Gnteunlcr such in?,Ur:z.ico woill 1h3 usod to c?) crqepair ally cz-rV~ 0ai' .,,y h 

or or lcs~ c insure . (:r will 4')' usurc-i*--u!; the Grant,-- f'cr thE r l~c er re.ii b, 
-t 

u' h "l iwo~a~~.ts'ill!)c cf srirce rin c:iun c,' countriusCodc', 93~s in effect iL tli-7 timie cof rrhcn 
listA,, in III.D. GCOo;ra-hj..

nt,rin, e-,:ct as the.~risaagrooe 'n writinrj,, will !.c o'.thcrwjso zub'ject tt, the rviin f the AgJrcenent.
rcU 0: C. 8.I ") U.S . ~ cr t t i e dE c s P ' p r 2 

Thc! Granteecore that whlrcvcr. Dracticar,le Unitc-d qtatos Grovernme*-nt--cwnecxcciss pcnrscr-a i-st-rtv, in .ie-u of- nwitcr's finrinc-'*unc'.er thc4be uti)izad'. Fund"s un G;rrnt may 
Grant, shouldthI .e s t,-. finanIICo tha -ccsts, cf obtainingsuch Ipro;pcrty for th I'rojcct. 

hrticloD: 'Tormimiticn; Rolioeios. 

Bither P-arty mnry t~lin: tc this cr-ot !y Cgiving tl!,.' othcer Partyw,,ritten notCice. Ter2mi.natirn of this "t-rccr~ent'%ill torniinato 
30 Oays7 

any obl-igationso--f the Parik- to crcr otlvnancirc urcesrtoto this 2vronn;cc the rjc prunfc~r. oayicnts ,,,hicn h y Faro'crwt tc m,k pursuauit
to non--cancp3.!aj-bc! it atnt r-c! into v,-~hr~ rr.=tes .%icr tc. the 

http:finrinc-'*unc'.er

