
A.1.D. EVALUATION SUMMARY: PART I 

A. REPORTING A.1.D. UNIT: Be WA8 EVAIdIATPON SCHEDULED Co EVALUATION 
CURRBNT FY EVALUATION TIMING 

USAID/EGYPT Yes X Delayed IlltPrimX_Fhal- =. # ==- =---- 

1. Mission shouldpmceedwithRrase I1 of 
the National Tax -, i.e. (Sales 
and Incame Tax, arrl Policy Analysis). 

2. Missionshauldnotpmceedwiththe 
Q l s t a n s O e P n p o a ? e n t m e s s ~ i s ~  
G O E ~ ~ a n d c h a n c p e s a r ? e ~ t O  
the !bdlnical Assistance team's 
cc~nposition. 

Mission should adjust its expectations 
in Uml Public Finance or terminate its 
irnrolvement in the area. 

The Project Manager, the contmctor and 
the controller should reach ammon 
understanding of USAID regulations and 
their applications. 



RmBm-: 
Ihe Public Finance Aduuwtm . . tian PrOject (PFAP), a $16.2 million prqject, was 
authoocized in Ncwe&er 1987, with an intenQd pruject c c u p l ~  date of 
Novmhx 1993. A follaw-on project to the earlier 9Xuc 2Umxwtm 

. . eian Project 
(TAP), a EBrkicipathq Semim Agreanent (-1 with the U.S. Inbmal  
FWemeSexvioe (IEES), P F A P w a s ~ b y t 3 m ~ o f F i n a n c e  WF) of 
thaGcM?mmtofBgypt (GOE). a ' r e p a q j e c t w a s d d g n e d t O ~ p n l i c y ,  . . 
;Yhnlmsbatirn and cpemticms analyses a%l reform in farr tax areas: (1) 
incane tax; (2) excise tax; (3) custaas; and (41 special m e s  such as t h s e  
of estate and Kaperty taxes. 

The prpjectas goal is to pruvide technical assistance to the Ministry of 
Financet0~rttheGOE~secanaaicrefom~byst;rengtheningthetax 
system. Ihe prqjectas papose is to inprwe the efficiency of tax 

0 .  admmsbation and equity in the inC-, and collection of 
taxes. The original project paper mvisioned a W stage process wherein 
Fhase I would have f o b  on analysis and design of a tax refom policy 
agenda with the implementation scheduled for a second phase. 'Ihe continuation 
of the Project: through Fhase I1 was contingent on the evaluation of phase I, 
acceptance of the policy reform agenda by the M3F then ccmunitmmt to the 
implementation of those refow. mer, Fhase I was divided into two 
components: one focused on custasrrs adbnuustra 

. . tion and a second on insane, 
excise and praperty taxes as well as training and comodity pmarenmt. 

The Custaw Capon& was undertaken by a PASA with the U.S. CXlstarrs Service. 
KRG Peat Marwick won a canpetitive bid to wrk on the National Tax -nt. 
Rrzrozbgh a later -t, scane work on local public finance was added to the 
Mamick contract. 

T h e m  I eva luat ianwasamductdctur~Feb~aryandMaref i ,  1992 by* 
evaluators. Dr. Ruy Grohs, the Chief for the Near East Bureau, AID 
Washingtoar, evaluated the National Tax -, while Umaxd Cabs, an 
internationally -zed custaas expert ,  asessed lb? custans axprmt. 
The evaluation was scheduled as ~lanned, at the end of IFhase I, to provide the 
Mission with a basis for its decision whether or not to oontinue with Fhase 
11. 

In general, the evaluation cadudsd that the National Tax Caqmmnt was lll~re 
successful than the Mission could have pmdicted and that the Mission shaiLd 
generally cmtinue with RLase 11. On the other hand, the report comludsd 
t h a t t h e ~ O e a r p x m e n t w a s f a r l e s s ~ f u l t h a n a n t i c i p t e d a n d t h e  
Mission should carefully examine its cantirared involvement in the area. 

Tim mtional Tax m t  
B y a l l a ~ F h a s e I w o r k h a s g o n e e x t r e m l y w e l l ,  althotqhexternalemnts 
altered the original project activity schedule. Under its Standby program 
with the IMF, the Gomment of had d t t e d  to implement a sales tax 
befom mid-1991. Rather than being limited to study and design of a policy 



refarm w, w o r e ,  of the effort of Fhase I was in fact denroted t o  . . 
legislation, preparing fornrs, tramuq eqloyees, and generally = mF up to inplement the sales tax. (pie Rqject estimates that 

the sdles tax generates L.E. 3 billion anrrudUy or - M y  $900 . . -- 1 

Ihekq-of Rmse I w a s a ~ p r e p a r d b y t h e ~ d t l e d ,  
n A ~ i v e ! h x I W ~ P m g r a r m f a r ~ . n  Tbisrepartisanexloellent 
p h  of mrk. % oartractor has dram upon tlre services of scam of the 
w.rld's mJet - . . i n e z t & o f t b m o f  tmmtiarandplb'lic 
f i n a r r J e a n d h a s ~ e 3 t h e i r i n d i v i d m l ~ ~ i n ~ a d r a f t t a x  
ref- a t  is ample*, mksive, interrrdlly cm~~iskn t  and 
r e f l e c t i v e 0 f t h e b e s t c u r r e n t ~ o p l t h e ~ c s a n d ; w h n l m s f r r a  . . tion of 
tax systans. While the im4P1m~ntatian of the sales tax has 
expectations, f u r t h e r w o r k i n t h i s a r e a ~ t o b e d c m e i n ~ i n g t h e  
tax to the wholesale and retail  levels. 

I h e ~ I ~ i s u p a n s a l e s t a x m e a n s t h a t ~ i n ~ i n a f a e t a x a r s a i s  
still in the early stages. EaKfi ?mains to be done in Fhase 11 to inplenrerrt a 
global inoame tax mce the GOE passes the requisite legislation. 

Work in LDcal Finance was more disappointing. While contractual obligations 
were met,  the r e su l t s  were meager. The reasons seem to lie in conflicting GOE 
and USAID expectations and GOE failure to include EDF as an in- 
counteqnrt. mer activity in this area should be based on less ambitious 
USAID expectations and demonstrated GOE commitment. 

In F b s e  I, the Custaw m n e n t  of the Public Finance Administration Project 
was htem3ed to develop a plan to  impme the efficiency, equity, and . . ahuns tn t ion  of the Egyptian Custms Authority (ECA) . Ihe participating 
agency service agrement (PASA) w i t h  the U.S. Service team was to work 
in four Min areas: 

-Collection of data for the analysis of custarrs aperations; 
-Preparation of a policy refom 2agenda; 
-Preparatirn of a training plan; and 
-Preparation of a ammdity plan. 

From the beginnbq, the PASA team eTKxxfntered diffiai l t ies ~ c h  stemned from 
the lack of MIA's axdbmnt to the project and from the PASA1s inability to 
deal w i t h  USAID n&mmts regarding training, pmamamt,  and work plans. 
Ihe evaluation that the PASA either be al- in tenrrs of team 
cenpositian or that the project contheunder a different amtractor. In 
either case, the ECA and the M3F needed to indicate their positive cad- 
to  the project. 

Evaluation %&aq Guntract No. Contract 0Os;t Sauoe of mrds 
1. National Tax Cbpmmt OE 
2. CXlst;crm: calpmHt $23,000 Project lalrkis 



Ihe EW5l.i~ F b  khumzbt . . t i c m  Project (PFAI?), a $16.2 million project, was 
authoarized in Number 1987, with an hbmded project m q l e t i c m  date of 
Ncnraaber 1993. A f 0 U . m  to the earlier T W  lk3mmkm 

. . tim Prqject 
('IIAP) , a Participating Pqency Sgnri~e Agreaaent (PASA) w i t h  the U.S. Internal 
-Semi= (m), PPapwasreqwsbdbytbMinistryof Finance WF) of 
t h e G o v e r r m r e n t o f ~  . . (GQE). Theprojectwasdes~toprwidepol icy ,  
adwnstmticn ani operatias analyses and ref- in f a n  tax areas: (1) 
incape tax; (2) excise tax; (3) custarrs; and (4) special StUAies such as those 
of estate and pmprty taxes. 

Ihe project's p a l  is to prwide tednical assistance to the Ministry of 
Finance to support the GOE1s eamanic refom program by the tax 
system. The prpoae of the project is to bpmve the efficiency of tax . . admmstmtion and equity in the incideme, asesmmt  collection of 
taxes. The Project was divided into two imztional cupmmts, the National 
Tax ccPnpanent and the Custans C a p n e n t .  

lhtional Tax -t 
?he original project paper envisioned a tw stage process wherein Flmse I 
wlauld have focused on analysis and design of a tax reform agenda with the 
inplementation scheduled for a second Rmse that was  contingent upon 
perfonmnce in the first. mer, IFhase I was divided into two m p m m t s :  
one focused on custaars acbninistration and a second on inmne, accise and 
praperty taxes as w e l l  as admhhtmtion and training. KRG FBat Marwick won 
a ccsnpetitive bid to wrk  on the National !IW canponent. Thmqh a la ter  
amenchnent, soone work on locdl p b l i c  finance was added to their contract. 

External events dl- the original project activity schedule. Under its 
StandbyprogramwiththelMF, t h f ? G o v e n m a e n t t ' ~ h z l d l n m n i t t e d t o  
-1- a sales tax before mid-1991. R2Dthei than being l im i t ed  to study and 
emluatirn, therefare, nu& of the effort of Fhase I was in fact ckwted  to 
redrafting legislatian, training eapl-, p v i . r q  f-, and generally 
gearhg the COE up to -1- the sales tax. 

Fhase I ended on June 30, 1992. Rather l a te  i n  that Ehase, (in NcrverrJ#r of 
1990), the Mission execubd an additional buy-in to the F e i t  Marwick contract 
to finalize work on local. p b l i c  finance that had b q m  under another project, 
Locdl Develapaerrt I1 (ID 11). By a l l  accxrurrts, Fhase I work has gone 
exbmely w e l l .  The sales tax was inplemenbd on schdule and the Minister of 
F- is m y  prakemrthy of the technical assistanoe that he 
received. (The project estimates that the sales tax generates L.E. 3 billion 
annually or  w m x h a t e l y  $900 million.) Because of the crash program on the 
sales tax, sane work an the irrcome tax slipped and w i l l  need to be picked up 
in a secaxi phase. Work cm local finance was not as pmductive. P r k i l y  
because the Mission expectations differed frun those of the COE and the lack 
of c o o ~ t i o n a n t h e p a r t o f  COErrrrmstr . . is, resultsinthisareameetthe 
contra- &ligations lxlt pruvide only meager results. 



The key pmduct of Rmse I was a doarment by the cmbxbr  entitled, 
"A -ive  ax Warm Program for Egypt." This relport is an merit 
piece of mrk. Ihe copltsactar has drawn upm the semi- of sane of the 
world's most s p x a h s b  . . in ea& of the areas of taxaticm arrl plblic 
finance and has mrpilcd their i n d i .  resmmmhtiolls into a draft tax 
refam pup& that is omplete, *ve, -y -* and 
reflectiveof thebestarrrentthMcingontheeammicsand&umstra 

. . tim of 
-systems- -- 
I n F k t s e 1 , t h e ~ ~ a f t h e P u b l i c F i n a n c e ~  

. . 
tical PrPject 

was intended . . to M c p  a plan to the efficiency, equity, and 
acbml&mtim of the E)gyptian ar3kmm Authdty (Em). Ihe participating 
a g e n = y s e r v i c e ~  ( P A S A ) t e a m u a s t o ~ i n f o u r m a i n ~ :  - Collectian of data far W analysis of custans operati-; - -tion of a policy refarm agenda; - -tion of a training plan; and - Prepamtion of a d t y  plan. 

lbemipal remmer&tionsmadeby the PASAwere sarnd and reflectedmodern 
c l e v e l ~ i n c u s t c a n s p r a c t i c e a s ~ b y t h e ~ ~ t i v e  
Oarncil (ax). By and large, the recamrendations deal w i t h  the inplementation 
of the six C w t a n s  Conventions camxmded t o  ECA by PASA: 
1. The Harrmnized System of Tariff Classification (HS) ; 
2. ?he GAIT System of Valuation for IXlty; 
3. The ICyoto Convention specification of custanrs proaedures that are fa i r  

t 0bo thcus tanr ;and~ia l in te reS tS ;  
4. ?he Nai rob i  Convention dealing with international coopemtian in the 

prevention and htexdiction of snuggling; 
5. The Qntainers Cawention re1ati.q to the design and control of the 

internationdl movement of m i n e r s  intended for repeated use; and 
6.  TheGoodsinTransitClmmddon. 

IheMissionshaildprooeedtoPhaseIIwiththeSales~, InocmeTax, and 
Policy Analysis mrryrrpntn of t b  pruject and reinforce its efforts to ensure 
that a policy analysis unit is established in the Mhhtry  of Finance. lhis 
m d  be the highest priority for F h s e  11. If the Missicm decides to pmced 
W i t h A v t h e r ~ c a l a s s ~ i n t h e ~ ~ , u r r ] e r P h a s e I I o f  
the prwject, it m d  seek t o  establish a delivery mcbmm that  w i l l  ensure 
free cmwnictltion and cwrdhatim belxxn those working an custaans refom 
andthast?~oa!otherareasof therwerruesystem.  Sincecus tanrs  
collectians a m  for nearly half of the revemes under the present sales 
tax, it w i l l  I= very inportant for the tm systens to be hanmplized. 

FrPm the begirming, the PASA team encanrtered d i f f i d t i e s  which stem& fran 
the lack of E12Avs cutmibent to the project and from the PASA1s inability to 
d e a l w i t h U S A W ~ t i a n s a n d ~ r a g a r d i n g ~ ,  pmamamk, 
etc. Xhe evaluaticn mcamded that the PASA either be altered in ternrs of 
team cups i t ion  ar that the project contirrue under a diffexent amtractor. 
In either case, the EICA and the M3F should be asked to indicate their positive 
cmmitmnt to the project. 



EmaxmIm-: 
' I h e e w h a t i ~ ~ w a s ~ f r r m ~ t o M a r c f i ,  1992by~eva luators .  
n r . ~ C ; r o h s , t h e E c o P w m i s t f a r ~ N e a r ~ B u r s a u , A 1 9 W a s h i n g t o D l  
w a ~ w  tbe -, w e  ~ernard ~rirm, an - C i m a ~ ~  
~ ~ ~ , a s s e s s & t b e ~ ~ .  pleevalmtimwas 
-ed a t  the d of Fhase I to prrwidle the Missio~l w i t h  a basis fcrxr its 
dec is icn~arnottooart irruewithRmseII .  

In late Ehrrfi 1992, the Missiar der5ded.tbatt31e~ectshaiLdnotbarmr? 
h v o l v e d i n ~ t a x r e f o n n a n d ~ i t s h m l v e m n t i n t h e a m a o f  
Imal Fublic Fhame. The Missim also temina+Prl PAS14 w i t h  the U.S. 
~ ~ c e i n ~ a y 1 9 9 2 a n d h a s ~ t O l i m i t h m l ~ i n t h i s  
sectar. In the amtac t  of a 1992 Project Paper a~mlmnt, the Missian decided 
to expard its involvement w i t h  Natimal 'Irax ChraarrPrrt_ and is anrending UE LOP 
funairrsfrrrm$16.2millimto$26.71IPillian. ~ a m t h u e d i n v o l ~ i s  
aimed at  consolidating gains made in the area of sales tax and work 
in the income tax ama. Such involvement necessitated an hcreasd pxuject -. 
x€smm fSUeJH): 
EStterndl circurustances can create a positive environment where none existed 
before. Previous involvement in this sector, the Tax AdmhMmtion project, 
had nat been very pmductive. ?he su- of the National Tax Canponent can 
be attributed to the support of a Minister of Finance, an extmmely canpetent 
TA team, and, most importantly, the various pressures m t e d  by the Gulf War 
and subsequent negotiations with the W. These elements codlesced to produce 
a very successful M e n t i o n  with the MuuAxy . . of Finance in the sales tax 
area. Even on this project, h m e r ,  there wre less successful interventions 
which the Mission decided to tenthate, i. e. the Custom ccPnpanent. 


