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ACTION MEMORANDUM 

FROM: J. Tarter, is/i-4 - / 
THRU: E. BAKER, OD/IR CD 

G. Huger, A/isbj*~(' 
SUBJECT: Public Finance Administration Project per (263-0209)
 

REFERENCE: Executive Committee Decision Memorandum o on Review 
of Public Finance Administration Project Paper
 

Problem
 

The Public Finance Administration Project Executive
Paper Connittee
 
review on 9-27-1987 resulted inthe following decisions:
 

1. Approval of the Project Paper was deferred pending revision and
review of the logframe. The revised logframe will include
specific oudgetary measures, not including revenue targets, andfiscal policy shifts that are the project's key objectives. 

2. A budget line item will be included to provide funding for shortterm technical advisory services during the project mobilization 
phase. 

3. In addition to the Project Paper changes identified above, scopesof work for the three project contracts (A US Customs ServicePASA, an AID direct contract with a conercial contractor and twoPSCs during project mobilization period) will be prepared. 

Discussion
 

The project logframe (Annex B) has been rewritten. It now specifiestypes of changes expected to occur to basic tax structures and theexpected impact of tnese changes. The Motiftoring and Evaluation Plan
(pp.. 46-51) identifies the categories to be evaluated to assess impact.Neither dooument establishes absolute impact targets for the end of PhaseI. This is because the precise policies and magnitude of change will beidentified in greater detail by project technical assistance teams as theproject progresses. The Project Grant Agreement (attached) formalizestnis process by stating that the minimum conditions necessary to proceedto Phase II will be identified in subsequent Project Implementation
Letters.
 



A budget line item has been added to finance short term technical
assistance during the 12 month mobilization phase .
 

The three scopes of work are attached. They have been reviewed by the
evaluation officer, chief economist and the office director who will be
inplementing the project (Eucation and Training). clearly
The marked
draft scopes of work for the two major project contractors were given to 
the Minister of Finance on October 29th for his review.
 

Budget authority will be requested following authorization. 

Recommendation 

Based on the revisions and additions identified in this memo, we

recommend that you authorize tne Public Finance Administration Project as
attached. Pro]ect authorization will require your signature on the 
following documents: 

Tab 1 - Project Data Sheet 

Tab 2 - 611 (e)Certification
 

Tab 3 - Project Authorization
 

ATTACHMENTS 

Tab 4 - Executive Committee Decision Memo 

Tao 5 - Scope of Work for the Public Finance Advisory Team Contract 

Tab 6 - Scope of Work for the Customs Tax Administration Advisory 
Team Contract
 

Tao 7 - Scope of Work for the Project Mobilization Team
 

Tab 8 - Draft Project Grant Agreement
 

CLEARANCES:
 

AD/FM: W-iller " z
 

AD/LG: KG 'Donnell
 

AD/PPP: JPatterson_
 

DR/PS :FMiller 

DD: G. Laudato
 

IR:JTarter:rh:1/1/87(0448I)
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SECTION I: Summary and Recommendations 

A. SUMMARY AND RECOMMENDATIONS 

1. Source of Funds: ESF
 

2. Total Project Amount:
 

AID--SI6,2U0,OOU
 
GOE--$ 4,026,000 (LE 8,857,127)
 

Proposed AID FY 88 ooligation: $7.0 million
 
Proposed AID FY 90 ooligation: $9.2 million
 

3. Terms: Grant
 

4. Grantee: Ministry of Finance
 

5. Coordinating Agencies: USAID/Cairo 
Ministry of Finance 

6. Implementing Agencies: 

Ministry of Finance 
Financial Researcn and Statistics Department
-


- Income Tax Department 
- Custois Administration 
- Excise Tax Administration 

7. Life of Project: 	 Six years
 

8. 	Project Goal To assist tne MOF linK te puolic more equltaoly witn
 
the GOE's expenditure program.
 

9. Project Purpose: 	 To improve tne efficiency or tax administration ana
 
equity in tne incidence, assessment and collection of
 
taxes.
 

10. Environmental Soundness: Negative Determination
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Ii. Executive Snunary 

Ite recent acneveents in the TIX ACnInistration Project (TAP) have 
encourageo the Ministry of Finance (MtF) to request oroaa expansion or 
activities to incluue aariinistrative policy ana operational prograis in the 
tour rajor functional tax areas: (1) income, (2) custons, (3) ex-ise ana (4) 
speciai stucies sucn as those on estate ano property tax. In the context or 
erficiency ana equity of taxation, ana linking the public rore airectly with 
GUE ex-enoltures tur services incLucing susilies, the Puol.c Finance 
Aoministration Project (263-0209) will assist in improving aaministration ano 
taxation policies, operational hetnocs, ano proceouLres. The intormdtion 
poolea tror. otn researa ano operational activxties in the three ma3or tax 
revenue Ceparthrients will provioe inputs rut aecision-naking ano un.gxovehl,(its 
in overail Ministry or Finance riscai ano aoministrative policy ano 
roceaures. 'Me ueneticiaries Will De the inaiviou&i taxpayers ana private 

sector commercial operations. 

The project is orgjanizeo into two [iases anu tour tunctiolaL coui orients. 
phase I will focus on aeveloping a iong term policy ana aoministrative 
u.prove,,ent plan. Phase II will iia.Leient the plan. 

a. Aoministration ana Policy Analysis Component 

Tne tirst runctionai area, the Aanistration ao Poilcy Aiaiysis Coui.jxUit 
(Policy Analysis Unit), has a start ano coorainating role. Its activities 
wiLl ceriter on mionituring, research, analysis or priority non- tecniiLcaL 
issues ano tne oevelopment or a centrai management intorrratiori system. The 
Poilcy Analysls tL it wii report airectly to the Minister OL Finance auiu wi±± 
De starfec with experienceo US ana Egyptian tax analysts ano puDlic finance 
j.anagd.ent speciaLists. 

SEmary Inputs 

-

-

-

-

Tea,nical Assistance 
US Training 
Co .. ,ouities 
Contingency 

$4,573,UUO 
18U,000 
195,0U0 
318,000 

To.tal $5,266,O0O 

o. Income Tax Aancnistration Corponent 

The GOE Incaie Tax Departlient's Dusiness tax revenue collections provi(Ae a 
significant part or government revenue, estimatea in i98b at 43 percent or all 
tax coiiections. 'ne concern ror equity ano aaciinistrative erziciency are 
nignlighteo in all reports ana corlaints Dy the business sector. The Incomie 
Tax Acazinistration Corm[ponent will act on various reccruenatiuns mace tur 
improvements by the current TAP technical advisors (IRS) in areas or 
tuictional taxation systems, lecjislation, oata processing ana human resource 
aevelopnent. 
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Sumary InpUts 

- Tetinical Assistance $2,860,000 
- US Training 230,000 
- CLLAoalties 925,000 
- contingency 305,000 

Total $4,320,000 

c. CUStOm Amnistration Corponent 

In 198b, custons revenues were estimiatec at 29 percent or a~l tax 
collections. The GOE CuStOmS Department also collects some 30 percent ot all 
Excise Tax collections. Tne efficiency or custcrfs operations as it relates to 
private sector operations is the priority concern tor this conponent ot the 
project. 

SUmrary Inputs 

- Tecmnical Assistance $2,620,000 
- US Traiilng 180,000 
- Cozmacities 725,000 
- Contingency 354,000 

Total $3,879,000 

0. Excise jaxation Corrronerit 

In 198b, excise revenues were estittateo at 25 percent or a±± collections. As 

iientioneo above, tne GOE CustomS Department collects about one-tnira ot all 

excise taxes on ousiness entities. 'Iis cuponent is concernea witn in1,joveu 
aoministration ana efticiency or excise tax processes ano procecuires at 
custuas ano at tne ractory level. 

Sumry Inputs 

- Tecaical Assistance $ 640,UU 
- US Training 150,000 
- Coml~ities 1b0,000 
- Contingency 97,000 

Total $1,067,000 

e. Mobilization 

During the first 12 pro3ect ninths, a team or two inaiviouals will begin 
project preparations for the arrival or the teanical assistance tears 
assigneo to worK in the tour tunctional areas. The scope or activities ror 
the tewa will be to: 

a. secure ottice space; 
t. purchase oftice equipment ana supplies; 
c. lease housing; ana 
a. estaulisn counterpart eiqpoyee support personnel. 
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in addition to the mobilization team effort, three person months of technical 
assistance will be made availaole 	 for use by project counterparts as the need 
arises.
 

Suwmiary Inputs 

- Administrative Personnel $48,000 
- Technical Assistance 45,000 
- Contingency 5,000 

Total $98,000
 

In aadition to the four functional project components and Molilization
 
activity, tne project will provide financing for project evaluations and
 
related conferences and an overall project contingency. The sufruary project
 
budget for the USAID contribution is as follows:
 

$ $ (LE equivalent) Total (in $000)
 

1. 	Mooilization 45 53 98
 
2. 	Administrative & Policy 

Analysis Component 4,749 517 5,266 
3. 	Income Tax Administration
 

Component 4,024 296 4,320
 
4. 	Customs Administration
 

Component 3,531 348 3,879
 
5. 	Excise Tax Administration
 

Component 997 70 1,067
 
6. 	E-valuation ano Conferences 220 220
 
7. 	Contingency 1,350 1,35U
 

14,696 1,504 16,200
 

12. 	Summary Findings
 

The project review conaittee nas reviewea ali aspects of tne project and finds 
that it is administratively, economically, financially, tecnnically and 
socially souna. Tne committee agrees tnat tne project is consistent 4itn tle 
development oojectives of the GOE and tnat it is consistent witn the CDSS. 
The Ministry of Finance is capable of administering the project aescrioed in 
tne project paper. 

13. 	Recommendations
 

That USAID Cairo approve a Grant for $ 16,200,000 for the PuDiic Finance 
Administration Project (263-0209) to oe funded Deginning witn $7.0 million in 
FY 1988 and $9,200,000 in FY 90. 

That AID directly contract for all tecnnical assistance, equipment ana
 
training. (See Section VII, Procurement Plan, Non-Preferred Metnods of 
Procurement.)
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D. DRAFT PRWECT ALTIHORI ZATICN
 

Name of Country: 	 Arab Republic of Name of Project: Public Finance 
Egypt Administration 

Number of Project: 263-0209 

I. 	 Pursuant to Section 531 of the Foreign Assistance Act of 1961, as amencea 
(the "Act'), I hereby authorize the Puolic Finance Administration Project 
(the "Project') involving planned obligations not to exceea sixteen 
million two hunared thousand Unitea States Dollars ($16,200,000) in grant 

funds over six years from the aate of authorization, suD3ect to the 
availability of funds in accordance with the A.I.D. OY8/allotment process, 
to help in financing the foreign exchange ana local costs of goocs ana 
services required for the Project. The plannea life of project is 
approximately six years from the date or initial oiigation. 

2. 	 The Project will assist the Grantee to improve the administration of the 
public finances oy improving, standaraizing ana canpterizing the 
proceaures ana operations of the income tax, customs, ana excise tax 
cepartments, as well as general management of the Ministry ot Finance. 

3. 	The Project Agreement, which may be negotiatea and executea by the officer 
to wncn such authority is aelegatea in accoroance witn A.I.D. requiations 
ana aelegations of authority, shall be subject to the following essential 
terms, covenants ana major conaitions, together with other such terms, 
covenants ana conaltions as A.I.D. may aeem appropriate. 

a. 	 Source ana Origin ot Commodities, Nationality of Services 

Ccmooities financea Dy A.I.D. unaer the Project snali have their 
source ana origin in the Cooperating Country or the Unitea States, 
except as A.I.D. may otherwise agree in writing. Except for ocean 
shipping, the suppliers of commoities of services shall have the 

Cooperating Country or the Unitea States as their place of 
nationality, except as A.I.D. may otherwise agree in writing. Ocean 
shipping financed by A.I.D. uncer the Project shall, except as A.I.D. 
may otherwise agree in writing, be financed on flag vessels or the 
United States.
 

b. Requirements 	Precedent to Disoursement 

(I) 	 General 

Prior to any disbursement or to the issuance by AID of any documentation to 
which disbursement would be nde under the Public Finance Administration 

Project, the Grantee shall, except as the Parties may otherwise agree in 
writing, furnish to AID, in form ana substance satisfactory to AID: 
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A statenont of the names and titles of the persons authorizea as the 
representatives of the Grantee, together with a specimen signature of 
ead person specified in such statement. 

c. 	 covenants 

(I) 	 The Grant Agreenent shall contain covenants in substance as toilows: 

- the Grantee shall uncertake periodic aiscussions, not less than 
once a year, with A.I.D. ana both puzlic ana private sector 
business groups, such as the Egyptian Businessmen's Association: 

-	 to assess pertormance of the project cuiponents, especially the 
inconme tax awareness program, the sinplification of customs import 
ana export proceaures, ana operational aspects or the excise tax 
as it affects comestic procucers; ana 

- to aiscuss further interventions that night be taKen to inprove 
the operations of the various tax aepartments as they have impact 
on the private sector. 

- to proviae timely intormation for tracking the GOE financia± 
contributions to the project through a system to oe icentifiea in 
PIL nurber 1. 

(2)Project Evaiuation
 

A torroal Assessment at the ena of Pnase I wiL. review trie Policy Agenua ano 
GOE Commitment to proceea to Phase II. In aooition, the parties agree to an 
evaiuation program as part ot the Project. Two overall project evaiuations 
will De maoe. Except as tne Parties otherwise agree in writing, the first 
eva±uation will oe finalizea prior to zmict-way tnrough inpiementation in 
project year three ana again in the final project year. Me evaluation will 
incluue:
 

(a) 	 evaluation ot progress towara attainment of the oojectives ot the 
Project; 

(b) 	 iaentitication ana evaluation of proolem areas or constraints, 
especially in policy ana proceaural areas, whian ray inhibit sudi 
attainment; 

(c) 	 assesauent or how sudh information may oe usea to he.p overccme suan 
problems; 

(a) 	 assessmnet of monitoring oata ano special surveys to aetermine, to the 
degree feasible, the overall aeveloprent impact of the project; ana 

(e) 	 suggestea danges wniai snoula be mace to the Project's 1.npuementation 
plan in oraer to meet the Project's overall objectives. 



3. Salary Supplernts and Incentives 

At the present time, the Project does not provioe for salary supplements or 
incentives to employees of the Grantee. If, at some future tine, the parties 
agree that Grant proceeds or funds aerived from the Special Acount may be 
used to pay such supplements and incentives, such payments will be made only 
in accordance with mutually agreed guidelines. 

4. Local Currency and In-Kind Contribution 

The Grantee, ti.ougn the implementing organization, will proviae A.I.D., on a
 
quarterly oasis with reports on its local currency and in-kind contributions
 
provided for the project. The format of such reports shall be cescriDea in a
 
Project Implementation Letter.
 

5. Ratification
 

The Grantee will take all necessary action to complete all legal proceaures 
necessary for ratification of the Grant Agreement ana will notify AID as 
promptly as possible of tne acnievement of such ratification. 

Marshall Brown, Director
 
USAID/Egypt
 

Date 



SECTION II: Background and Problea Analysis 

A. BACKGROUND 

1. The Size ana Finance of the PubIic Sector 

The Governrrent of Egypt is the largest and most important economic entity in 

the country. It dominates and pervaaes most areas of economic activity. In 

aadition to setting national monetary and fiscal policies, the government
 

airectly invests in, owns ana manages the proauction aria aistrioution or a
 

large nunber of goods ana services. It imports and markets a wide variety of 

goods as well as proaucts usea as inaustrial inputs. It sets prices
consumer 
and other controls in many commodity markets. Finally, it is heavily involved 

in tne approval ana control of private sector investment aecisions.
 

The growth in government expenditures over the past three decaaes has depended 

heavily on non-tax revenues ana borrowing. This growth has been aoettea by
 

heavy irplicit taxation irposea through the control of the production and 

pricing of a wiae variety of products ana services. The principal non-tax 

revenues during the perioa have incluoea donor assistance, revenues from the 

Suez Canal, oil exports, and revenues generated by government-ownec 

enterprises. From 1981 to 1985, non-tax revenues ana borrowing financed, on 

average, 66 percent ot public sector expenaitures. Reaching a peak or 68 

percent of expenditures in 1983, the GOE's aependence on non-tax revenues aria 

oorrowing nas aeclinea slightly to 65 percent in 19b5. During the perioa from 

1981 to 1985, non-tax revenue grew by only 3 percent annually while overall 

governrlent expenaitures grew by 10 percent. 

The use of non-tax revenues, borrowing and implicit taxes to support the 

growth of the government has brought with it a nuinber ot serious proolems. 

First, non-tax sources introauceu an important element ot instability in the 

GOE's growth ana equity programs since much ot these revenues aepena on 

decisions or conaitions beyona Egypt's control. Consequently, the level or 

financial inflows from any single source is subject to rapia ana aramatic 

change. 

A secona ana perhaps more important public finance proulem is tnat tne neavy 

reliance on non-tax revenues, borrowing and inplicit taxes nas insulatea the 

vast ma3ority of Egyptian citizens rrorm government expenaitures. Few citizens 

know the real cost of government proauction of goocs ana services or the cost 

of subsidies. Few are involvea in the tinance of'government expenaitures 

through the payment of direct taxes. The reliance on non-tax revenue, 

implicit taxes ana borrowing nas createa the great popular illusion that 

do not buraen the citizens or the economy. Consequently,government programs 
popular aenana for price controls ana subsiaizea government programs continues 

at a high level. 
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From the average citizen's perspective, even explicit taxes are not a
 
perceivea burden. The vast majority of taxes are felt inairectly by the 
people and collected as corporate profits, customs duties and excise taxes 
hicoen in the final proauct price. Their price impacts are not visible. 
These three sources representea 85 percent of taxes collected in 1985. Direct 
taxes on income and property amounted to only 3 percent of tax revenues in the 
same year. 

2. Incidence of Explicit Taxes in the Tax System
 

(a) Business income Taxes 

The incidence of explicit taxes on the population at large varies by type of
 
tax. The largest source of tax revenue to the GOE in 1985 was taxes on the
 
income ana protit of canpanies. This source constituted 4b percent of all MOF 
tax collections. It has grown to its present preeminence as a result of the
 
strong growth of the private sector since the mia 1970's, the growth of the 
oil inaustry ana the increasing profits of the public sector ownea Suez Canal 
operations.
 

It is aifficult to icentify the exact incidence and economic impact or this 
tax. In the case of the public sector companies, the oil companies ana the 
Suez Canal, the collection ot revenue through the tax system is only part or 
the total transfer or resources from these entities to the GOE. Because of 
tneir public ownership, the GOE also transfers arter-tax profits ana losses to 
the Treasury. Consequently, the inciaence of the income tax on companies must 
be consiaerea in terras or GOE pricing and subsidy policy. For the population 
at large, GOE pricing ana subsiay policy is slightly progressive to income. 

The inclence ana ettect of taxes on the income ana profits or private firms
 
is r.t clear because of great variation in the veracity of company books ana 
tax assess ;ent practices. It is likely that company Dooks ana tax assessments 
are more accurate for the larger, more organizea firms. Their size makes it 
airficult to maintain separate books for tax assessment purposes wnich are 
consistent ana believable. Also, these firms are assessea by the Tax 
Department's most experiencea assessors. In general, nowever, corporate 
income tax assessment and payment is a lengthy negotiation process between the 
Tax Department and the firms. Most income tax assessments are appealec ana 
ultimately settled by a lengthy process of litigation. Consequently, there is 
little uniformity in the actual rate paia by conies. 

(b) Personal Income Tax 

Personal income taxes and property taxes constitute a very minor portion or 
tax collection -- 3 percent in 1985. Personal income taxes are paia according 
to rates wnic vary by type of income -- i.e., professional income, wages ana 
salaries. A sizable percentage or the population is exemptea by the mininum 
taxable income level. In 1985 approximately two million tax returns were 
filed out of an employea workforce of twelve million. Of those subject to the 
tax, outrigit evasion and gross uncer-reporting is consiaerea wiaespreaa. 
Consequently, the tax falls most heavily on wages of employees in the public 
sector. 
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(C) customs 

Custom s duties are the second largest source of tax revenue. In 1985 custons 
collections reached 29 percent or all collections, a decrease from 33 percent 
in 1984. In August 1986, a new custons tariff system was introauced. Its 
rate schedule suggests that it is progressive to income as more luxurious 
items are charged a higher auty. However, it is too early in its 
implementation to determine its actual inciaence. It is also too early to 
oetermine the effects of the new customs reform on company behavior and 
production. 

(a) Excise Taxes
 

Taxes on gc<ds and services are the third largest component of tax revenue, 
constituting 25 percent in 1985. Since 1981, this tax issupposed to be a 
consoliaated excise tax, but not all aspects ot the law have been 
implemented. in fact, the tax is essentially a consumption tax leviea at the 
factory level or as a duty surcharge on slightly over 15U ccmmooaties. 

3. Tax Administration ano Related Policies
 

The tax system in Egypt has a numoer or important aaministrative 
inefficiencies arising from its size and structure, employee training and pay, 
ana national tax policy and law. Examples or these problems follow. They aca 
to the complexity of the current tax systems and result in substantial tax 
avoidance and evasion. They also allow those responsiole for assessment a 
sustantial aegree of discretion in setting an individual's or firm's tax 
liaDility. Simplitication of the tax systems shoula eliminate these anuses 
and clarify the law and procedures for the taxpayers as well as the Ministry 
personnel. 

(a) Size ana Structure
 

The various tax departments -- i.e., income, customs, excise -- constitute 
separate entities within the Ministry or Finance. Each reports to the 
Minister through the Undersecretary for Revenue. The taxation sloe of the 
Ministry is large, employing over 50,000 persons. Responsibility to assess 
and collect the pcincipal taxes is generally aecentralizeo in branch oftices 
or at ports of entry. 

The present tax departments have grown physically ana geographically without 
commensurate changes in management structures, communications systems and 
management inrormation systems. Rules and alrectives flow from the center 
with the expectation that they shortly will be heard, understooa ana followed 
at the tar reaches of the system. In fact, the corunication system is more 
closely analogous to a chain letter moving down a bureaucratic pyramid. The 
chain is prone to breakage ana those aelow the break never hear the oraers. 
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Management 's system or internal control ana follow-up is not well developea so 
tnat intormation gaps ana misunaerstanaings at branch ottices are not quickly 
spottea ana correctea. Tis situation also permits those who disagree with an 
oroer to ignore it with iropunity for long periocs or time. 

There is virtually no management information system on the activities ana 
perrordance of tne tax systen ana its eiployees. Intormatin provioea to 
senior officials comes up through the chain of coniana and from periodic site 
inspections. Consequently, it is relatively easy to controi senior 
management's knowleage of the system's pertormance. 

(D) Emiployee Training ana Pay 

The Income Tax Department has aae significant progress in providing its 
etiployees witn orientation ana in-service training. However, there is sti.L± a 
neeo for more training. Erancn orfices, wnich are remote from existing 
training tacilities, nave tew opportunities to ndve their personnei proper±y
trainea. in acaition, tnere is a neeo to ceepen the training particularly on 
topics relatea to new tax policy ana proceaures. Finally, managenent trainig 
curriculum neeas to De further aevelopea so that courses can oe given to 
supervisors at all levels. 

Tne inLt-ntive pay system is now Dase on the quantity or paperwork prucesseo 
Dy the tax agent. (N.B.:Incentive pay is paia entirely by the GOE. Although
incentive pay scneiaes jay arise rru, tnis pro3ect, a.uL incentive pay wouio 
have to be paid Dy tne GOE, not from project funas. ) Consequently, tWe speec 
or processing a tax tile is hiore imortant whan tae accuracy or tWe anaiys.is. 
tore iiortantly, there is a oias in the system towara the processing or tWe 
easy tax cases wnich generally nave little revenue yeiOa c , iparea witn twe 
aucit effort. Te larger ana more difficult cases wnicn could identify 
suustantia± unoer-reporting receive no speciaL priority in suneou±ing auaits. 

(c) National Tax Policy ana Law 

hi.ny or tWe rKst serious inefficiencies in the tax system arise tro tax 
acministration policy ano law. For example, the Income Tax Department is 
reluireu to auait 100 percent ot tne returns. Sihce tne procesb is sti.L± cone 
entirely manually, the worKloao is inpossiole to coplete. Examiners are 
tl jicauiy four to five years Denina. itnout a system to prioritize aucits, 
the government aenies itself the tinely payment of..taxes by the high incorte 
earners who may have rilea an erroneous return. 

The income tax law specifies separate tax sdieaules for income aerivea trom 
protessional services, fron wages and tro other sources. Cn proressiona± 
income, the rates vary trom 18 percent to 30 percent. cn wages, the rates are 
tro, 2 percent to 22 percent. On other income, tne rates are rrui, b percfdit 
to 50 percent. A taxpayer who tiay nave earnea income from each source is 
faceo with a very cci,,plicatea task wnet, ne or sne thi±s out a tax return. fne 
auoiting tax agent is tacea with an iup)ossiDle proole, when trying to verity 
tte accuracy or the return. With poor taxpayer recoros ana accounting 
stancaras, errors in classifying income ana icentitying unaer-reporting are 
ain,ot ijpossioie to aetect. 

http:anaiys.is


-5-


In customs, there is cowsmierable oisagreement between the Customs officials 
ano importers over tre classification ot gucas wnich are not preciseLy 
oescribea on the list of permissible imports. There is also considerable 
argument over the exact proceaures ror processing re-exports. me custrus 
Departmnt has also been saaalea witn procecures relatea more to currency 
control than import control. consequently, a gooo ceal o etrort is spent 

reviewing a variety of bank oocunents whbih trace the movement of the currency 
which palu for the imports. Similarly, the unporter spenos a gooo aea± or 
time arranging for the proper oocurents ana clearing them througi tne rignt 
per sorini. 

In excise taxes, tthe proceoures require a weeKly visit to a compLny Dy the tax 
assessor or actual stationing of a person at the site. There nas been no 
autLuation or the assessient ana collection process. Ibe start GenianS of 
this effort have forcea the Department to aelay implementing a conprehensive 
saies tax ana nas restrictea the base or tne current Excise Tax on siijtht.y 
over 150 itens. 

B. PRGSLE ANALYSIS 

me bLinistry or Finance ( OF) has a Key roLe in estaolisning poilcies ana 
proceaures which airectly affect the activities ana actions of inoiviauals ana 
Don puulic ano private sector operations. There is recognition by the t-.6F or 
the neec for better aamlnistrative poilcy ana operational procedures in ali 
runctiuona± tax oepartiilents to imniove taxpayer cuntience in the tax system. 
This conticence will only De Drought about with equity ana efficiency or tax 
operations anu oetter intortation programs wnimn link puilic expeclitures witr 
the cost of services incluaing subsiales. The problems ana issues are 
cciplex. This requires a weii coorainatea research ana tielu testing program 
whicn will open tne way to petter puolic rinauce ano operationai policies, an 
ii:,rovea me/eioas ana proceaures. 

There is a real opportunity at this time for iRiro\'aTent of tLUF rwctions. 
This is ariven by: (a) Key inaiviouals now in government who unoerstano the 
issues an are Keenly interesteo in improve,,ents in ai frctional taxation 
aepartnents; (1) the economic environment itself (e.g., pressures for economic 
rerorms, erticiency ana equity, ana Duagetary controls) in wnici the MOF piays 
a key role; ana (c) momentum from the ongoing Tax Aaninistration Project ano 
ca.,pietea Tax Mooernization Program studies wnich otter a signiricant Dase to 
quickly move into an expanaea policy ana aoministration program. 

i. pressure tor hetornis 

The state or the Egyptian econi 1,y, incluoing its serious buugetary aeicits, 
requires immeaiate attention to control public expenitures ano increase 
erriciency in tax aciinistration. In this regara, tne Minister of Finance's 
interest is in oeveloping lmprovea systems in major tax oepartments ano a 
strong public inrormiatio aria awareness proyran wnic wili± eaucate goverment 
of ficiaLs aria the public of the cost of government services including 
sLLDsiaies. The MUF nas the sign1icant roie ana control over stratejic 
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functions (e.g., budget and treasury) and can positively influence the future 
canplenentarity between the public and private sectors. The pressure to 
reduce public sector subsidies will directly benefit the private sector in the 
form of leveling the playing fiela between public sector and private sector 
operations. 

There is recognition of the canplexity of public finance aaministration ana 
operational issues involving changes in personnel assignments, relationships, 
ana the introduction of modern sub-sector specitic programs ana approaames. 
The sensitivity is particularly critical in relation to business income and 
custans taxation where there nave been informal naanuiiistrative costs' 
involved. It is also recognized that administrative policy improvements call 
tor strong political will and conitment by tne government. Recent economic 
reforms in exchange rate unification indicate that there is a will for bold 
impzovements ana the environment is now more conaucive to change. However, 
there is still need for preparatory measures, including research plus 
strengthening of tne various departments, to provide the requirea support for 
change. 

2. Operations and Cooraination 

In each tax aepartment there are organizational, proceoural ana technical 
weaknesses to address. The neea for a strong coordinating mechanism will be 
important as the project expands into the two new tax departments (custeris ano 
excise) which are of particular concern to private sector imports and taxation 
on proouction. The cooraination between tne two aepartments is wear in regara 
to reporting ana sharing ot information. As an example, Customs ana Excise 
Tax Departinents eacn impose separate taxes on business imorts wnicn coula 
result in duplication of taxes. Again, the Tax Acuninistration Project was 
never fully coorainatea witn tne Tax Modernization Program's legislation 
studies. The original assumption was that they could develop in tandem. 

However, tne aecicatea ana trainea staff resources to: (a) analyze the results 
of tne studies ana ongoing pilot income tax, ana (b) recommena appropriate
 

acninistrative policy ananges were not tnere. The 1983 evaluation of the TAP 
discussed this as an issue but no decisions or organizational changes or 

additions in teainical assistance were made. As a result, neitner project 
achieved optimum results. 

3. MOF Ciinit3nent to Change 

As noted above, there is interest at the highest level of the MOF for 
administrative, operational and procedural improvements conducive to improvea 

efriciency, equity of taxation ana tax moernization in general. The current 
Prime Minister ana the Minister of Finance were personally involvea in the 
planning ana implementation of the Tax Moaernization Program stuaies which 
focused on legislative improvements. most of the work done in this program is 
still at the recamenation stage. The Ministry of Finance generally sees the 

United States as having the needea experience and technical expertise to 
assist in developing improvea administrative ana operational systens. 
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4. Ministry of Finance Interests
 

In the context of efficiency and equity or taxation, and linking the public 
more directly with GOE expenditures for services and subsidies, the Ministry 
of Finance (MOF) has requested assistance in improving public finance 
acinistration and taxation policies, operational methods, and procedures. 
The intormation pooled from both research and operational activities in three 
major tax revenue departments will provide inputs to relevant decision-making

and improvements in overall MOF pulic finance and administration. The 
beneficiaries will be the individual taxpayers and private sector commercial 
operations. This is tne tirst suan attempt to provide the MOF camg.enensive
puDlic finance and administration assistance by a foreign donor. 

C. PRIOR AMD EXPERIENCE 

Ac hoc tecnnical assistance to the OE Income Tax Department by tne Internal 
Revenue Service (IRS) began in 1975, and a formalized Tax Administration 
Project (263-0115) was initiatea in 1980. The ongoing Tax Adninistration 
Project focus is limited to income tax (business and personal) activities 
including: (1)developing a network or tax training institutes; (2)initiating
automatic cata processing (ADP) planning; (3)pilot operations in examination 
and (4) reorganization of the income tax department. In addition to technicai 
assistance, other USAID inputs that have been provided include commodities 
(primarily ADP equipnent) and U.S. - based training. Paraiiei and separate 
trom tne income tax assistance, a local-cost (LE) financed Tax Modernization 
Program was undertaken in 19b0-b4 to review legislation tnrough local 
university contracts.
 

The Tax Administration Project (TAP) experienced serious delays in te initia. 
years. This is attrioutea in great part to inadequate staffing oy botn the US 
contractor and tne MOF. In 19o3 a mia-term evaluation was conducted and 
several staffing and procedural recommendations were mace. Changes in focuis 
and start were made and over tne last two years there has been good progress.
Achievements under the Tax Administration Project have been more in 
institution oulicing ana application or unproved processes as well as in 
increase in revenue, one of the original objectives of tne project. Four 
areas or success can be identified:
 

I. the income tax department nas been reorganizba along functional lines 
and responsibilities are better defined;
 

2. the income Tax Training Institute (ITI) has been developed, and 
facilities and course materials have become a functioning model for 
other departments; 

3. the ADP division has been created ana staftec with an initial cadre or 
trained programmers and systems analysts, basic ADP entry equipment
has been installed and data is being inputted and analyzed; and 

4. an improved examination system has been tested and is being introduced 
inpilot areas.
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(business and personal) have
These recent achievennets in income tax 

the broad expansion of activities to incluae 
encouraged the MDF to request 

programs in the four major functional
administrative policy and operational 

and (4) speciaL(1) income, (2) customs, (3) excise,
Tax Department areas: 

and property tax.studies such as on estate 

D. IER DCNORS 

the areacurrently working specifically in of 
are no otner aonorsThere but especially

taxation policy or administration reform. However, all donors, 

the International Monetary Funa and World Bank, are 
working to influence
 

will support the
and fiscal policy changes. This project

necessary monetary 
erforts airectec at policy change.
 

TO CDSSE. RELATIONSIP OF PROJECT 

This Public Finance Administration Project supports the Mission's overall 

strategy as aescribea in the CDSS. It complements the Mission policy dialogue 

efforts and will focus on tax simplification ana equity 
as a conplement to the
 

the relative size of the government within the
policy objective of reducing 
economy.
 

The policy dialogue oetween the GOE and USAID alms at shifting the reliance of 
Better tax 

the GOE away from non-tax revenues, borrowing and implicit taxes. 
the puDlic ana theand oetter information linKs oetweenacninistration SUkCh
 
government's expenditure programs are important element in this process. 


prerequisite to greater accountaDility ano
 exposure ana punlic awareness isa 

greater public interest in fiscal restraint.
 

However, the improvement in tax aaministration ana the resultant public
 

awareness of the cost of government are not sufficient to effect a relative
 
Two other essential conaitions must
 reauction in government expenaitures. 


prevail. Cne is that a mechanism must exist for the public's interest in
 

controlling expenoitures (ana therefore taxes) to oe translatea 
into
 

government policy ana law.
 

reforms must be introcucea to reoiract the
The other is that structural 
economy toward market pricing and private enterprise. This project is 

proposea now because these two camplementary conaitions are being fultillec. 

SECrICN III: PROJECT DESCRIPTICN 

is divided into four camponents ana two implementation phases.
The Project 
The four components, the Administrative and Policy Analysis Component, the 

anathe Custans Administration Component
Incane Tax Administration Component, 

in detail below. Each
the Excise Taxation Component, will be described 

II inputs outputs.into Phase I and anacmponent will De diviaea 
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The Project is being phased in oraer to allow both a planning ana an 
implementation phase for the major policy retorms expectea to be proaucea.During Phase I, the Administration and Policy Analysis COopCEret will pCoauce 
a cunprenensive policy reform agenda. At the time, the operationalsame ana
pcoceoural programs necessary to implement a tax retom package, it enactea,

wi±l have oeen pilot testea in the Income Tax Administration Component, the

Customs amnistration Coponent ana the Excise Taxation Component. This
 
flelo testing will concentrate on: 

a. stancaralzation ot processes; 
u. inproveo managenent intorlation; ana 
c. expanaeo training capacity. 

The pjasing or the project will give the WE counterparts aaaea practica±
leverage to argue tor acceptance ot proposea tax policy and administrative 
rerorms uecause acministrative methoas necessary to iiplemient proposea reroriis
will nave been pilot testea and ready tor implementation if reforms are 
aoopteo. 

A. PhWECT GCAL AND PURPOSE 

he GoaL of the project is to assist the Ministry or Finance link the puu.Lic

rore- -ultauiy with the GUE's expenalture program.
 

he Purpose or the project is to improve the efficiency ot tax aotninstraton 
and equity in the inciaence, assessment ana collection ot taxes. 

The result o tisi project can ue sLiroarizea as to.lows. Revenues to the 
government are expectea to rise in the snort term as the tax base is oroaaeneo 
to incluoe incivicuals ana tirs now exempt or evacing. Tax rates are 
expectec to fail generally as the base expanas ana in particular for those 
categories or firms ano incaviauals who race margina-i rates wnaac oistort
tneir benavior. w.er the longer run, tax rates ana revenue will reflect 
pwiic awareness of expenaltures ana puolic aioice in (WE, programs. Ine 
strong government commitment to social equity is expectea to remain so that 
tne incicence ot total tax (positive ana negative taxes) is progressive to 
inalviaual income. 

Econauic efriciency with recjara to the taxation or ousiness implies that taxes 
ue neutral in term of investment choices ano input mix. However, the GOE's 
increasing aesire to stimulate exports tor foreign exchange will likely result 
in some aegree ot tavoraole tax treatment tor firms proaucing for export.
Su,,iiarly in the context ot Egypt, an important element ot tax equlty is tax 
simplitication wtilch will be achievea oy this project. 

B. PRFAECT DESCRIPTION
 

I. Project components 

a. Acninistration ana Policy Analysis Component 

(I) EBckgrouna 

The centerpiece or the new project is the Acinanistration ana Policy Analysis
Component. This component will oe statfea by a coordinating Acministration ano 
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Policy Analysis Unit (to be located in the Financial Research, Statistics and 
Acninistrative Development Office ot hinister or Finance). The unit will 
report directly to the Minister of Finance and will be staffed with 
experiencea US and Egyptian tax analysts ana public tinance management 
specialists. As appropiate, research requirements on aamnistrative, 
operatiuna.L ana proceaura problems will teed into this start office tor 
analysis ana policy or administrative action by the Minister. In addition, 
tnis key start office will be responsible fur aeveloping information and 
eoucation programs on tax issues for government oticials ana the public. The 
orrice will also ue responsible for special stuales suCh as on property anA 
estate taxes. For its part, the Ministry ot Finance will have to prepare 
itseir tor its expanaea role in analysis ana pressures ror erriciency ano 
equity as a result of researcn, pilot program reoiTrienoations ana ennance 
awareness or the puLi)lc ana the private sector or potentials tor iiproveu 
public finance policies ana operational improvements. This will call for 
aoxption of mooern acninistrative practices ana strengthening ot nanagement. 

(2) Component CnDectives 

This conponent provides the resources for aaninistration ana policy analysis. 
The final Phase I oo3ective is to prepare a comprenensive tax aaministrative 
policy rerorn agenaa ana a plan to acaress the priority issues. The component 
will coorairate tne ministry's central Management Information System (MIS) -
linking the hdS of eaah or the principal tax ana revenue aepartments tor 
internal management ana cooraination ot public information. Finally, the 
ccnponent will conauct special studies ana pilot activities on property taxes 
ano estate tax. 

MDie applieo researcr ana pilot operational programs in the tnree ma)or tax 
aepartnents will poviae recomfenoations tor stanoaraization of metnoas aria 
procecures, riany ot wnich can ue impiementeo invieoiate±y. This snoula resu.. t 
in increasec efficiency ana equity, e.g., reauce tax alstortions wnicn 
auversely inriuence private sector aecisions anu actions. Other issues that 
cannot De resolveo at the Department level will ce elevatea to the 
Aiiinistratiun ano Policy Analysis Unit tor analysis aia actiun or preparatiun 
tor Pnase II implementation. 

Me mIS will provioe timely inrormation to senior ministry management on the 
status of key revenue, expenditure ana personne± variables. Tis system will 
araw on and integrate oata gererates by ana aintainea in the inalvioual tax 
ana revenue HIS. Examples of variables to be inciucec in this NIS are 
pertormance o each tax instrument, expenditure aisoursement rates, Uuaget 
oericits ana personnel utilization. 

The Special Stuoies ana Pilot Activities on property ano estate taxation wll 
identify the problems with current policy ana administration in those areas. 
Shoul pilot activity inalcate tnat these tax instruments have important 
revenue ana equity potential, rurther resource assistance to these areas nay 
ye unertaKen. 

(3) Phase I Lutputs 

At the en or Phase I, the Aaministration ana Policy Anaiysis Component will 
have prooucea the tollowing: 
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(a) 	 a tax reform policy package that includes a set of coordinated tax 

policies and craft legislation in incane tax policy, customs tax 

policy and excise tax policy; 

(b)a coordinated administrative, operational and proceaural reform
 

package for the offices of Income Tax Administration, Customs Tax 
Excise Tax Administration;Amninistration and 

(c) 	 a prioritized implementation plan for the above policy ana 

administrative reform packages;
 

tax 	payers of the benefits(d) 	 a public awareness compaign to inform the 
of the reforms; 

at(e) 	 the design of an integrated Management Information System incluaing 

least the Office of the Minister of Finance, the Income Tax 
ana 	the Excise Taxthe 	Customs AdministrationAdministration, 

Administration; and 

taxes.(f) 	 a series ot special studies on problems ot property and estate 

(4) Phase II outputs 

The 	package of reforms, i.e., policy, administrative, legislative ana 

operational improvements identified in Phase I for action, will be implemented
 

In addition to assisting to explain the retorms to theduring Phase II. 
Peoples Asserrly, the public and the inplementing authority, this phase of the 

pro3ect will monitor progress ana study areas oi the reform wnich may neea to 

be fine tuned. As new tax measures come into force, special emphasis will be 
aria

given to the analysis of actual incidence in terms or business behavior 

aistributive equity. 

the 	following outputs:
At the end of Phase II, component I will have proauced 

tax policy reform package;(a) 	 inplerentation of the 

(b) 	 implementation of the aaninistrative, operational ana proceaural 

reform packages; 

(c) 	 implementation of the public awareness campaign; 

system(d) implementation of a Ministry coorainated MIS and data transfer 
among the various tax department's Management Information Systems so 

that information collected by eadi can be automatically shared with 

the 	otners; ana 

ana 	pilot activities resultiny from
(e) implementation of special studies 


the stuaies.
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The special studies elenmt will first investigate the various 
problems surrounding thje property ana estate taxation. If this 
inquiry suggests that these taxes can be moaifiea to perform 
etziciently and equitaD.Ly, turtner stuoy wi±l De unoertaxen to 
identify appropriate mechanisms for encouraging policy ano 
aaministration improvements. In property taxation, which is lixeiy to 
be more promising, special emphasis will De givien to the problems ot 
tax mapping, assessment practices, the ettects ot rent controi and 
property exemptions, the potential tor special assessnents (roao/sewer 
iimprovertient) arnd aun/inistration. 

(5) Phase I and II Inputs 

(W)

Phase 	 I Phase II Total 

i. 	 Teannical Assistance 
US Long Term 78PN i,4b2,000 I.7PM 2,223,000 .L95Phi 3,705,000 
US Short Term 27PM 270,000 24PM 240,000 51PM 510,000 
EGY Short Term 69PM 138,000 75PM 150,000 144PM 288,000 
EGY Statr 15PM 30,000 20PM 40,000 35PM 70,000 

2. US Training 12.5PM 125,U00 5.SPM 55,000 18PM 180,000
3. Comrzoities 	 50,000 145,000 195,000 
4. Contingency 	 42,000 276,000 318,000 

2 ,137,000 3,i25,000 5,2b6,000 

PM = Person Months 

http:equitaD.Ly
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b. Income Tax Administration Compnent 

(1) Background 

USkD has provided technical assistance to the Ministry of Finance's Inccme 

Tax Department (ITD) under a Participating Agency Service Agreewnt (PASA) 

with the US Internal Revenue Service (IRS). Assistance was initiatea in 1975 

in various operational areas. In 1980 the
with short-term advisors working 

was organizea to provice structurec technical 
Tax Admfinistration Pro]ect (TAP) 

was to assist in the
assistance through the IRS. The goal of the TAP 

resources development, with a secondary goal
moilization of damestic for to 

improve taxpayer equity ana to enhance efficiency with the ITD. Four specific 

interventions were plannea to aanieve the objectives: (a) reorganization of 

of an income tax training capacity; (c)
the ITD; (b) development 

or tax tunctions; and (d) streamlining ot collections ana
canputerization 
examination functions. 

The delays are attriutec in great
There have been delays in implementation. 

As a result of the 1983part to inappropriate staffing by ooth parties. 
Key micale management statt were evaluation, several ananges were mace. 


concepts ana significant results have been achieveatrained and exposed to new 
Institute (ITI)

over the last two years. For example, a National Tax Training 

has been established in Cairo ana is now conducting more than 100 courses per 
areas diverse 

year. More than 120 trainers are skillea in various as as 

training materials philosophy of training.preparation ot 	 ana 

Regional TTIs have also been establishea at Alexanaria, Tanta, Shenin El Kom,
 

Beni suef, Aswan ana Ismailia. TTI's in Luxor, Mansoura ana Assiyut are
 

this year, with another three aaaec by the ena or

sdeaulea to open later 
1988. The new regional Tax Training Institutes will not 	be fully functional Dy 

ana procurement
the ena or tne TAP in 19b8, therefore, the training ot star 


the new project. The TAP has been

of training equipment will continue uncer 


extenaea tnrough September 1988 to provide a oriage with tne new Public
 
trainingFinance Administration Pro3ect. The results to cate or 	 the 

terms relative erticiency ot Incane Tax
activities are obvious in or 


Department organization ana operations.
 

The 1983 evaiuation recognized that institution Duilaing woula be a long term 

that technical assistance ana training programsundertaking and suggested 	 be 

expanced. In other areas of institutional aevelonment the important 
theand interventions are incorporated into

constraints have been identifiec 
for future expansion

new project. The institutional oase has oeen establisnea 


and there are Olessons learnea" for integration into initial work with the
 

Customs ana Excise Departments.
 

(2) Compnent Cbjectives 

on the ongoing TAP activities)(which builasThe oojectives of this cmponent 

are:
 

the Egyptian Income Taxation1. 	efficiency in the aaninistration of 
systems; and

Department's (ITD) personal ana business income tax 

2. improvement of incane taxation equity. 
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As a result of improved efficiency and policy, it is expected that appropriate 
levels ot revenue for development and operation of essential goverment 
services will be maintained. 

(3) Phase I OCputs 

The Income Tax Acninistration Component will concentrate on acinnstrative, 
operational and procedural improvements in the Income Taxation Department's 
internal operations. As a corollary to this, it will also focus on increaseo 
training and increasea training capacity. 

6e will continue the initiatives uegun in the TAP ano field test both TAP 
proposea changes ano those proposea by the Public Finance Administration 
Pro3ect. The outputs at the ena or Phase I will be reccnencar.ions resulting 
from a series of pilot studi2s in the following areas:
 

- unirorm tax enforcement policy; 
- interrelationship to other taxes; 
- cost ana collectaDility or incame taxes; 
- income taxation's effect on private sector development; 
- rationalization ot incame tax rates; 
-
-

sirplification and clarification of taxation code; and 
unitication of incane taxation scheauies into a g±ioal system. 

(4) Phase II Outputs 

The oasic Inccae Tax Department (ITD) organizationa. planning work has been 
completed uncer the ongoing TAP. Additional long term assistance is needea in 
strengthening staff capacities inciuding management, unprovement/ 
stanoaroization or methods ana proceaures ana ADP operations. There are four 
priority outputs that will be achieved in the area of Inccme Taxation ana 
Adminis tration. 

Output I: Improvea ana Expandea Training 

The MOF effort to aevelop a solia caare of trained personnel ana managers at 
ai. levels will continue ana be expanaea to hanale the 17,OUU Income lax 
Department employees. A system for the identification, selection ana 
training of new managers will ue expanced ana impcovea with a goal or 
irproving overall management efficiency. In addition to technical and 
management course work, training will also focus ont new policies ana 
procedures developed ana testea uncer the "Policy ana Administrative Analysis" 
camponent and the standaraization or procedures ana reguJations nationwiae. 
by the ena of the project ten fully functional and operating TTIs will exist 
tnirougnout Egypt with the capacity to train on average 3,00U personnel each 
year.
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methods and ProceduresInproved and standardizedCutput 2: 

(a) Examination
 

Currently all incone tax returns in	Egypt 
are inaiviaually aucitea creating a
 

Service to the taxpayer will be improvea
large unworkable backlog of cases. 	 The pilot examination
 
it returns are categorized ana efficiently processea. 

by: (a)statistical data collection 	ana
 processes will be further refined 	 in thetime ano reporting systemor a technicalanalysis; (o) iiiiplementation 
and (c) implementation of classification 

districts for examination personnel; 
Examination
 

procedures using gulaelines estaDlishea 
by the 	ITD. 


will also be computerizea by
administration and operational system 	

the regionalequipment, e.g., microcanputers at 
incorporating appropriate ADP 
and district level.
 

(b) Collection 

facing improved collection is the lack of 
of the greatest impedimentsone 	 in this critical and 

policy, uniform practices and delegated authority 
the TAP, there is sane operational experience

As a result otsensitive area. efficient and uniform 
to create a fleld test of a more 

to improve policy ana 
The Coilect.on Sector will be given 	full 

(equitable) collection system. 
a collections procedure manual will 	be prepared.operational authority and 

utput 3:1 management Information System 

(1)stanoardizing
The FIS is an irrortant general support system 	aimec at 

flows witnin ITD ana an
(2) improving carnunication information
procedures, 	 variables. As implementationand (3) analysis of revenueto the pulic, 

lessons from the pilot 	programs in collection and examination are 
proceeds ana 

proceoures ana operations will be 
learned, aaaltional management support 	

incluae Dut not beinitial focus will 
created ano/or up-dated. The system's 

limited to the toilowing areas:
 

(a) 	 Data Information Center 

not exist outsiae of theaocuments aoes a canpilation of taxationCurrently 	 Infornation Center 
main Ministry of Finance building. A mooern central Data 

sucn asaccess to important items 
establishea that will allow quickwill oe 	

aecrees, tedhnical procedure manuals, 
all current taxation laws, Ministerial 


ana toreign periocicals, nooks, ana other papers
 
ana relevant Egyptian 
relating to income taxation.
 

(b) Autcmated Data Processing 

ana training for an autamatea cata processing 	
(ADP) unit
 

initial planning the Income TaxThe 
unit is 	 now operating withinA corehas been initiated. 	 unit hasof a full service ADP 

and must be expanded. EstablishmentDepartment 	 Ministry of 
to the lack ot a computer facility in the 

been delayed mainly due 
time fran another
 

This necessitates the purchase or canputer

Finance. 

system will be developed to handle the 
organization. An expinoed conputer 

http:Coilect.on


- 17 

recording of withholaing taxes from sales ano purchases, the jxeparation ot 
taxpayers' returns and various reporting ana auaiting tuncti(*s to support the 
managemrnt information ano proceaure etort (Cutput 3 above). Caretul systems 
ana procurement planning will be necessary to organize ccaquter taclilties 
outside oi Cairo ana aesign an interaeprtmental managenent information system 
that provices appropriate aata ror analysis. 

(5) Phase I ana II Inputs 

Phase I phase II 	 ,otal 

1. 	 Technical Assistance 
US Long Term 52PM 968,000 78PM 1,402,000 13PM 2,470,000 
US Short Term 9PM 90,000 15PM 150,000 24PM 240,000 
EGY Snort Term 24Ph 48,000 5±PM 102,000 75PM 150,000 

2. US Training 8PM 80,000 15PM 150,000 23PM 230,000 
3. Cormiocties 	 450,000 475,000 925,000 
4. Contingency 	 43,000 262,000 305,000 

1,699,00 	 2,621,000 4,320,000 

PM = Person Months 
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c. Customs Administration Component 

(1) Background and Issues 

A U.S. Custans Service (USCS) survey team reviewed the operations of the 
Egyptian Customs Department in January 1987. Several policy and operational
issues were identified and the team's input has provided many of the details 
in the design of this coqponent's activities. 

(2) Component Cb3ectives 

The ob3ective of this component is to improve the efficiency and equity in the 
incidence, assessment and collection of customs duties. Improved customs 
policies, regulations and aaministrative procedures are of critical importance 
to the private sector. Efficiency and predictability of custom tax
 
application on imports and exports has 
direct impact on business expansion ana 
overall productivity.
 

(3) Phase I Cutputs 

At tne ena of Phase I, the following areas will have been analyzea for
 
possible administrative dange and pilot programs will have been conducted
 
wnere appropriate:
 

- uniform tax enforcement policy; 
- aevelopnent of standardized administrative policies ana operating 

procedures; 
- improvements in administrative controls; 
- improvements in systems for information flows; and 
- simplification and clarification of customs laws ana proceaures. 

Other priority issues will be identified for analysis as a result of
 

operational experience and pilot activities.
 

(4) Phase II Cutputs 

The principal outputs will be improvements in all ma3or functions in the 
Egyptian Custom Department: 

Cutput 1: Improved Management Systems ana Proceaures 

In general, enhasis will be on improved efficiency ana improved procedures
for Doth import and export processing. Management ana proceaural systems will
be introduced to: (i) reauce the average time for customs clearance; (2)
improve the consistency and reliability of custms classification ana
valuation; (3) improve the efficiency in handling of perishable export items; 
ana (4) improve procedures for expeditous release of critical imports for
industry. The USCS survey team also identified specific operational areas for 
immediate work (systems ana proceaures): autanation of entry recoras in 
Alexandria; elimination of certain steps in the export process; and the 
improvement of duty collection systems. 
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Output 2: Autoratea Data Processing 

The project will assist the CUst~ats Dearti.ent to strengthen their autuiiateu
 
data processing (ADP) systems for: aoministration, (e.g., personnel, budget
 
aria logistics); warehiouse invtiitory ano cargo ccntrols; ana tinance ana
 
accounting, (e.g., entry oeclarations, cargo clearance ana tax collection).
 

Output 3: National Custcis Training Center 

The project wili oevelop a National Customs Taxation Training Institute. The 
Institute coulo oe rrc-oeleo arter the Incoiie Tax Department's training program 
ano, to the extent possible, generic type training, e.g., general ffanagenent 
training, will be coorainateo with the Incarie Tax Department as a cost saving 
neasure. aeinical assistance will Oe proviueo in the oevelopnent ot 
stanoaraizea training curricula ana course materials as well as assistance in 
the management operations of the Institute. Training courses will be 
constantly up-aatea ano oe oaseo on lessons iearnea aria ahanges maae aurizn 
pilot ettorts aria policy cnanges. Althougn it nust still be investigated, it 
is intenoea that the National Custcrs Training Center wili Lunertaxe its 
activities within the physical facilities ot the Tax Training Institutes. 

OCitput 4: PuDiic Intormation Systet 

In cooperation with the Aaiinstration ana Poilcy Analysis unit, a puw±ic 
relations ana information program will oe oevelopec in the custons Taxation 
Deparrtl.ent whici wuiL eGucate the Egyptian Iu'±ilc 011 custois taxation polic 
ana proceaures. Tris program will inrorri the puolic anA Dusiness con~iunity on 
ncw tax rates are aeterlineo, assesseo ano coliectea. Ine proram will 
oevelop information programs using television, raaio ana print reala. 

(5) Pnase I ano II Inputs 
($) 

Phase I Phase II Total 
I. Teannical Assistance 

US Long Term 54PM 904,000 7bPM 1,3U6,000 132PM 2,210,000 
US Snort Term 9PM 90,000 18PM 180,000 27PN 270,000 
EGY Snort Teral lph 38,000 51PI 102,000 7UPH 140,000 

2. US Training 6PM 60,000 12PM 120,000 18PM 180,000 
3. Corr.cooities 307,000 41b,000 725,000 
4. contingency £36,000 -218,000 354,000 

1,535,000 2,344,000 3,879,000 

PM = Person Months 



-21 -

COUNCILERS 

OFFICE 

I== == 

FOLLOWNIG lUlP 

TRA LPT. 

CHIEF 

CUMST 

OF 

AA 

- r _R L D PT O 

O'. TZING &TRAIN. 
. 

CEN.E4T. FOR' IORECNZ 

MC oms INsTITJ B ZMTL. 

_ 

IQ 

COPUE r -
pEPT. 

FOLWU I •~ci0 

SEA 6 PORTSAI (.Aii 4EIRA A MJ AY 

MEAI FREE ZONE 



- 22 

d. Excise Tax Adadmistration Coponent 

(1) Background 

Efficient and equitable excise tax administration is of considerable 
importance to both private and public sector enterprise. Excise tax is levied 
when goods are transferred from the producer to the retailer or when goods are 
inported. The tax is legally incident on producers. However, ultimately the 
tax is passea on to the consumer in the price of the ena product. 

Excise taxes are levied on approximately 155 items, about 74 of which are 
significant in terms of revenue. Of the 155 tax levies, 65 are imposea on 
iqorts. Another 12 are incident on domestic products, the most important 
being petroleum products which represent about 25 percent of revenues 
collected and soft drinks which represent about 10 percent of revenues 
collected. Annual taxes on 33 itens are less than LE 100,000 each. Taxes on 
sugar and tea are the other large excise tax sources. 

The excise tax revenues generated increased from 17 percent to 24 percent over 
the last five years as a percentage of total tax. The actual increase was 
from LE 400 million to LE 2,400 million. The increase is attriouteo in great 
part to the addition of items subject to the tax. This has offset the 
relative reduction in revenues from custans tax collections as a result of 
recent irrport restrictions. Some 30 percent of the excise taxes are collected 
by the Custams Dep rtment. Mich of the excise tax is collected from public 
sector companies, but growing private sector production will become an 
increasingly large source of revenue. 

Some excise tax rate adjustments were imposed in April 1986, and others were 
enacted in August 1986 when the customs tax reform occurred. Several general 
trends have emergea from the recent changes in excise taxation. First, there 
is a tendency toward ad valorem and away from unit tax rates. Second, many 
rates were reauced on imported goods to reflect the increase in the exchange 
rate. Finally, there is general trend toward increase in rates, particularly 
on luxury items. 

(2) Component Cbjectives 

The objective is to improve the efficiency of the tax administration ana 
equity in the incidence, assessment and collection of excise taxes. 

This objective is consistent with the project goal of supporting the 
development and expansion of a simplified, equitable and more neutral tax 
system in Egypt. Improved policy ana systems shoula assist in efforts to 
encourage private sector investment in productive areas by insuring equity ana 
predictability of excise tax application. 

(3) Phase I Outputs
 

Growth ano changes in excise taxation ana the lack of efficiency, consistency 
and equity in collection has led to conflicts between clients and the Excise 
Department collectors. A serious operational weakness is the lack of taxpayer 
numbers or mechanisms for passing information about taxpayers across revenue 
departments. This is especially critical for excise since the Custms 
Department collects sumr a large portion of the taxes. 
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The continuous monitoring and controls imposed by the Excise Tax Departnmt on 
canpanies are a large and growing administrative inconvenience and cost burden 
for both. Presently, taxes are collected every ten days from each firm, plus 
there is a month-end clearing of all tax liabilities. More efficient 
procedures are needed. 

An initial agenda has been developed which includes analysis of key issues
 
including the following:
 
- development of standardized aainistrative policies ana operating 

procedures;
 
- improvements in administrative controls; 
- improvements in systems for information flows; and 
- sunplification ana clarification of excise laws and proceaures. 

Other priority issues will be identified for analysis as a result of 
operational experience and pilot activities. 

(4) Phase II Outputs
 

Output 1: Managenent and Operations Systens Design 

Technical advisors will conduct an in-depth analysis of the current excise 
taxation system. The analysis will aocument: current operation environment 
from the perspective of the client ana the Excise Tax Department; formal and 
informal systems employed; and the process ot aaministration. Based on the 
analysis, imrovea processes aria procedures will be reconended to reduce the 
ninoer of steps ano reporting burdens of tne private ana puDlic sector firms 
and to improve the consistency and reliability of excise tax rules ana 
regulations ano their administration. 

Functional improvements to oe inplemented in this area would be developec ana 
tested in a series of pilot activities. Successful pilot activities woula be 
expanaea nationwide as appropriate through training ana preparation or manuals 
of operation. As a result of field operations ana pilot testing, issues of a 
policy nature would De cannelea to the Policy ana Aaninistrative Analysis 
unit for their action ana review with the Minister of Finance ana other GOE 
officials as appropriate. It is anticipatea tnat existing legislation will
 
need to be revised to adjust the fee structure. Sach legislation would be a 
part of the Policy Agena aevelopea oy the project oy year two. 

Output 2: Automated Data Processing nit 

The project will assist the Excise Department to develop expertise in the 
operation of automated data processing (ADP) system to improve both its 
administrative procecures (personnel, budget ana logistics) as well as systems 
to enhance the processing of duty collection and data sharing with other 
revenue departments (Custcns). The ADP unit will be critical as the 
Department increases its scope of operations to cover new enterprises ana as 
more efficient oilling procedures are developed. Over time, the ADP unit 
would be important as pilot activities explore opportunities of developing a 
sales tax collected at the retail unit on certain luxury items. Other 
efficiencies in processing will serve to eliminate existing irritants now 
experienced in working with private enterprise. 
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Output 3: Excise Taxation Training Center 

The project will explore the request tor establishment or a NationaL Excise 
Taxation Training Institute. TO the extent possible, this training shoulca be 
uncertaken or coorainatec through the sister Institutes in the Incaiie ana 
Customs Departments, e.g., corruter training, managenmrt audit, cost 
accounting ano valuation among others. It the viabilty ot a separate 
tacility is oeterminea, the training tacility would be Eoviaea by the GOE 
Excise Departient ano equlip~ent ana materials procurea unaer Ixo~ect runainj 
ana specializec courses would De oevelopeo. in the more specializea areas 
instructors woulo ue trainea to conouct training to the more than 4,0U0 
erployees assignea to various ortices tnrougnout Egypt. Training courses will 
oe continually up-aateo oasea on lessons ±earnea ano changes in po±icy ana 
goceaures. 

(5) Phase I ana II Inputs ($) 

Phase I Phase ii Total 

I. 	 Tednical Assistance 
US Long Term IbPM 315,.UUO 6PM ll,UO 24PM 426,000 
US Sort Term 6PM 60,000 12PM 120,000 18PM 180,000 
EGY Short Term 8PM 16,000 9PM 18,000 17PM 34,00 

2. US Training 7PM 70,000 8PM 80,000 15PM 150,000 
3. Coimrmoolties 	 105,000 75,000 lbu,000 
4. contingency 	 56,000 41,000 97,000 

622,000 	 445,000 1,067,000 

PM = Person months 
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C. PROJECT MANAGEMENT 

1. USAID Project Management 

The Office of Education and Training (ET) of the Human Resources ana 
Development Cooperation Directorate isresponsible for project management. A
 
professional Foreign Service National (FSN) project officer witn considerable
 
management experience will be assigned as project officer. The project
 
officer will be assisted by a second full-time FSN assigned as an
 
administrative liaison officer coordinating with each Department at the
 
Ministry of Finance.
 

2. GOE Management
 

Tne principal counterpart officials are the Minister and Commnissioners for 
Income Tax, Customs and Excise. The Minister will appoint a project policy 
comnittee composed of the Minister and representatives of the Income Tax 
Administration, the Customs Administration and the Excise Tax Administration. 
Tne policy committee will meet at least quarterly. Itwill oe responsible for 
overall project direction and for the policy dialogue process with AID. Otner 
operational counterparts ineacn functional area will oe named vy the 
Conissioners and the Minister, and a project steering committee will oe 
appointed tnat will include representatives of the Minister, the Income Tax 
Administration, the Customs Administration, the Excise Tax Administration and 
AID. The steering committee will meet at least monthly ana will De 
responsible for administrative and financial aecisions that do not change
overall policy and project oojectives. The steering committee will also oe 
responsible for monthly project monitoring reports. The format and categories
of these reports will oe developed oy the steering committee no later than the 
end of the third month following tne appointment of the committee. 

SECTION IV: FINANCIAL PLAN 

Source of Funds 

Tne proposed six year project has an estimated life of project funding of
 
$20,226,0U0. USAID's contribution will oe grant funded for a total of
 
$16,200,000, wnicn represents 80% of total estimated project costs. The GOE 
will contribute an estimated LE 8,857,127 ($4,025,966 at the current exchange 
rate of 2.20), wlicn represents 20% of total project costs. 

The USAID/Cairo Mission plans to authorize the entire USAID portion of the 
estimated project costs ($16,2U0,000) in the project authorization document 
out only ooligate $7,000,000 of that inFY 88. If a decision ismade at the 
end of Phase I to continue into Pnase II,the additional $9,200,000 will oe 
ooligated, subject to the availability of funds, Dy Grant Agreement amendment 
in FY 90. 

The following taoles detail the US dollar and Egyptian pound totals for ootn 
USAID and the GOE contributions. All GOE contributions will be in Kind 
contriDutions. 

Because of the division of the project into four components and two phases, a
 
line item flexibility of 20% will oe included in the Project Grant Agreement.
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TAILE I 
SUVMMAIW CWI, MP1TE 

(U5$ (iOU) 

PHASE I 

AID HIOWIV CAUN'I1(Y 

COMENTS LC FX Sbtotwd1 IC NAsbtotal CohIx nt l W'WILai 

1. ibilizatin 
Subtotal 

53 
53 

45 
45 

9b 
98 

-4-
U 

-. 0
- 9

2. Ackiniistratm & 
Policy ANiaiysis 
a. TA 

(i) US L.,ony Term 
(2) US Siort Ternm 
(3) EX; Shot Term~I 
(4) EG Statt 

138 
30 

1482 
270 

1482 
270 
138 
30 49 49 

1482 
270 
138 
79 

b. Tralning 
(1) us 
(2) E)G 

125 125 
53 53 

125 
53 

c. Conlmoolties 50 5U 5U 

d. Ottice lRenovation 
& supplies 33 33 33 

e. Publications & 
Misc. Sujort jI 11 11 

r. contingency 8 34 42 -3 13 55 

Subtotal 226 191 i 2137 159 159 229b 

Totals 
Phase I 
Phase I I 

53 
-0 
t, 

45 
-0 
41) 

98 
-0
98 
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TABLE I I 
SUtVIARY CC-l' E rIMMTES 

(US$ UU) 

PHASE II 

AID HOWI' CUN'IY 

COMCPNENTS LC FX Subtotal LC Sibtotal CouiIInent lItal 

1. motal izat ion 

Sibtotal 

2. Administration & 
policy Analysis 
a. TA 

(1) US Long 1_rm 
(2) US Short ivrma 
(3) EG Short T'rm 
(4) EG Staff 

150 
40 

2223 
240 

2223 
240 
iSU 
40 96 96 

2223 
240 
15U 
136 

b. 
(1) 
(2) 

Training 
US 
EG 

55 55 
82 82 

55 
82 

c. Caiaoties 75 75 145 145 

u. Otice Renovation 
& sipplies 37 37 37 

e. publications & 
Misc. S pport 15 15 15 

f. contingency 26 250 276 20 20 296 

Sibtotal 291 283b 3129 25U 250 3379 

Totals 
phase I 
Phase II 

226 
291 
517 

1911 
2838 
4749 

2137 
3129 
5266 

159 
250 

159 
250 

229b 
3379 
575 
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TABLE 1II 
SUMMARY COSr' ESPIMATES 

(US$ UUU) 

PHASE I 

AID HOSr COUNIRY 

COMPCNENTS LC FX Subtotal LC Subtotal Conponent Total 

3. Inccime Tax Administration 
Componen t 
a. TA 

(I) US Long Term 
(2) US Short Term 
(3) EG Short Term 
(4) EG Staff 

48 

988 
90 

988 
90 
48 

263 263 

988 
9U 
48 

263 

b. Training 
(1) us 
(2) EG 

80 80 
235 235 

80 
235 

c. Commodities 50 400 450 450 

d. Office Renovation 
& Supplies 146 146 146 

e. Publications & 
Misc. Support 49 49 49 

f. Contingency 43 43 56 56 99 

Subtotal 98 1601 1699 749 749 2448 



SUMMARY 


AID 

FXCOMP4NENTS 	 LC 

3. 	 Incone Tax Administration 
Conponent 
a. 	TA 

1482
(1) US Long Term 
(2) US Short Term 	 150 

(3) EG Short Term 	 102 


(4) EG Staff 


b. 	Training
 
(1)us 	 15U 


(2) EG 


75 410
c. 	 Commodities 

d. 	Office Renovation
 
& Sipplies 

e. 	 Publications & 
Misc. Support 


f. Contingency 	 21 241 


198 2423
Subtotal 

Totals
 

98 1b01Phase I 

2423
Phase II 	 198 


296 4024 
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TABLE IV
 

COST ESI'IMATES
 
(US$ (uJU)
 

PHASE II
 

Subtotal 

1482 

150 

112 


150 


475 


262 


2621 


1b99 
2621 

4320 


HOST CCUNIRY 

LC Subtotal 

364 364 


359 359 


163 163 


68 68 


87 87 


1U41 1041 


749 749 

1041 1041 

179U 1790 


Conponent Total 

1482
 
150
 
102
 
364
 

150
 
359
 

475
 

Ib3 

68
 

349
 

36b2 

244b
 
3662
 
6110
 



TABLE V 
SUMMARY COST ESTiMATES 

(US$ 000) 

PHASE I 

AID Ho&r COUN'IlVY 

COMPONENTS LC FX Subtotal LC Sabtotal Coniponent Total 

4. Customs Administration 
Component 
a. TA 
(I) US Long Term 

(2) US Short Term 
(3) EG Short Term 
(4) EG Staff 

38 

904 
90 

904 
90 
38 

165 165 

904 
90 
38 

165 

b. Training 

(1) Us 
(2) EG 

60 bO 
181 181 

60 
181 

c. Commodities 95 212 307 307 

d. Office Renovation 

& Supplies 112 112 112 

e. Publications & 

Misc. Support 38 38 38 

f. Contingency 14 122 136 43 43 179 

Subtotal 147 1388 1535 539 539 2074 



TABLE VI 
SUMMARY COSI' ESrIMATES 

(Us$ 00) 

PHASE II 

AID HOST COUN'IRY 

COMPCNENTS LC FX Subtotal LC Subtotal Conponent Total 

4. Custons Actinistration 
Conponent 
a. TA 
(1) US Long Term 
(2) US Short Term 
(3) BG Short Term 
(4) EG Staff 

102 

1306 
180 

1306 
180 
102 

318 318 

1306 
180 
102 
318 

b. Training 
(1) US 
(2) EG 

120 120 
278 278 

120 
278 

c. Commodities 80 338 418 418 

d. Office Renovation 

& Supplies 126 126 126 

e. Publications & 

Misc. Sipport 53 53 53 

f. contingency 19 199 218 67 67 285 

Subtotal 201 2143 2344 842 842 3186 

Totals 
Phase I 
Phase II 

147 
201 

348 

1388 
2143 

3531 

1535 
2344 

3879 

539 
842 

1381 

539 
842 

1381 

2U74 

3186 

5260 
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TABLE VII 
SUMMARY COST ESrIMATES 

(US$ 0011) 

PHASE I 

AID IIOiIT COUNTRY 

COMPOENTS LC FX Subtotal LC Subtotal Coirponent Total 

5. Excise Tax 
Acninistration Component 
a. TA 
(1) US Long Term 
(2) US Short Term 
(3) EKG Short Term 
(4) DG Staff 

16 

315 
60 

315 
60 
16 

50 50 

315 
60 
16 
50 

b. Training 
(1) us 
(2) EG 

70 7U 
59 59 

70 
59 

c. Commodities 15 90 105 105 

d. Office ]enovation 
& Supplies 30 3b 36 

e. publications & 
Misc. Support 12 12 12 

f. Contingency 56 56 14 14 70 

Subtotal 31 591 622 171 171 793 
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TABLE VIII 
SUMMRY COST ESI'IMATES 

(US$ 000) 

PHASE I I 

AID HOSI COIJTRY 

COMPONEN LC FX Subtotal LC Subtotal Conponent Total 

5. Excise Tax 
Administration Component 
a. TA 

(1) US Long Term 
(2) US Short Term 
(3) EG Sort Term 
(4) EG Staff 

18 

11 
120 

111 
120 

18 
107 107 

ill 
120 

18 
107 

b. Training
(1) us 
(2) EG 

8u 80 
90 90 

80 
90 

c. Ccmmodities 15 60 75 75 

d. Office Renovation 
& Sipplies 41 41 41 

e. Publications & 
Misc. Sipport 

f. Contingency 

Subtotal 

6 

39 

35 

406 

41 

445 

17 

22 

277 

17 

22 

277 

17 

63 

722 

Totals 
Phase I 
Phase II 

31 
39 
70 

591 
406 
997 

622 
445 

10O7 

171 
277 
448 

111 
277 

793 
722 

1315 
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TABLE IX 

SUMMARY OF TOAL PROJECT C06T ES'IMATES 
(US$ 000) 

AID 	 HIO/M COUNTRY 

COMMONENTS 	 LC FX Subtotal LC SWbtotal Contunent Total 

1. 	Mubilizatiun
 

53 45 98 	 98
 
2. 	 Administration & POlicy 

Analysis component 517 4,749 5,266 409 5,675 

3. 	 Income Tax Aoministration 
CLxulpnent 296 4,024 4,320 1,790 6,11037 

4. 	 Custom Administration 
Component 348 3,531 3,879 1,381 5,260 

5. 	 Excise Wax Administration 
C(Anipment 7U 997 1,067 448 1,515 

6. 	 Evaluaton & Conferences 220 220 220 

7. 	Overall Pro)ect
 
contingency 1, 350 1, 350 	 1,350 

1,504 14,69b 16,200 4,028* Project WtdI 20,228 

i!Lhe 2,000 above estinated 4,026 is aue to rounding. 
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SUMMARYCF PHASE I AND PHASE II CO r ESrIM.ES 
(USU000) 

AID 	 HOST CCUATRY 

PHASE I PHASE II PHASE I PHASE II
 

COKtENT TOTALS
 

LC FX LC FX 	 LC LC
 

I. 	 Mobilization 53 45 0 0 0 0 98 

2. 	 Aaninistration 
& Policy Analysis 

Component 226 19ii 291 2838 159 250 5675 

3. 	 Income Tax
 

Aaministr atlon
 

Component 98 1601 198 2423 
 749 1041 61i0 

4. 	 Customs AamLnistra
tion cct,]porent 147 13b8 2U0 2143 539 842 5260 

5. 	 Excise Tax 

Ac.linistration
 

Cmponent 31 591 39 406 17 
 277 1515
 

6. Evaluation &
 
conferences I1b 110 220 

7. 	 Overall Project 
Contingency 700 650 	 1350 

665 b236 839 8460 1618 2410 2022b 

TCTALS: LC 	 1504 
 402b 5532 
FX 14696 14696 

16200 
 2022b
 

http:ESrIM.ES
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BY COMCNENTSECTION 	V: I)LEW4TATION PLAN 

AND POLICY ANALYSIS C(C&4ENT
A. 	 A .1INISIRATION 

will uncertake activities related 
*Policy 	Analysis Unit"

During Phase I, the 	 MOF operations; (2) analysis ot 
to: (I) uotn revenue ano expenditure sloes 	ot 

ana (3) 	 information systems 
issues of an aomilnistration and policy nature, 	

expencitureto the GOE'S 
to link 	a public intormation program

rer4uireu 	 current limitea 
Efforts on the expenoiture sice will uuilo 	on 

program. 	 tne Program, Policy
USAID'S Econonic Section or 

assistance uelng provioed Dy 

and Planning Division. 

1. 'ecnnical Assistance 
I) theteam composea or 

resioent technical assistance
A tnree-person 	 2) the Public Finance Advisor and 3) the 

Public Finance Advisor,Senior 	 in tnis component in
Advlsor will worK 

fidnageMent Inrormation System 	 finance specialistssnort term Egyptian publica group 	orcooperation with 
PuUlic Finance Acvisor will oversee ana airect 

ano econonists. Tne Senior te.-inical 
tne policy agenda, coordinate with other 

tne oeveiopment of to the incone, 
assistance ccitponents including tne advlsors provided 

aevelop 	the training plan for the 
excise cepartments, anacustoms ano 	 The Pu.Lic Finance Advisor will 

poiicy Analysis unit.
Aaministrative ano 	 The management information 

a specialist in tax policy oevelopmrent.De 	 ana initial
responsiule for the aevelopment

Systeti Advisory will ue 
or Finance MIS ana the aevelopment or the 

operation of tne new Ministry 
A±.L three long terra advlsors are 

overall 	pro3ect procurment plan. ena ottMy 19bb ana aepart at the
the uegiming ot

scneauled to arrive at 	
or iong term tecnnical195 person monthsA total 	otSepte[Der 1993. 	

Both US and Egyptian snort term advisor
provided.assistance will oe 	

the project progresses. There 
needs will be plannec ana IJplEfented as 

ano 144 	person months of 
will ue a total of 51 person months of US 


Egyptian short term TA provioea.
 

2. Training 
ue tne senior 

A training plan for all pro3ect conponents 	wili produceo uy 
from other menters or the 

public Finance Advisor, with appropriate inputs or 
during june througn Septen-er or 19bb. The 18 person months 

TA teams, 	 planned and inplementeo by the Senior 
short term US training will then De 


PuLLic Finance Advisor.
 

3. 	 commodities 

all pro3ect caponents except the Customs Acninistration Comtponent, 
For 

all computer ano ancillary equipment will be procured 
pro3ect vehicles ana 	 ite prie contractor 

the Pulic Finance Advisory Teaf. contract. 
wrougn 	 uncer

the services or a Purchasing Services Agent 
way, if 	 he wishes, use 

The wnag Inrormation System Avisor will De 
siucontract. ,ent 	

production of a computer
responsible for cooroinating inputs ana 

Actual procurementpro3ect 	components.
procurement plan for all rour 	 cone by USAID/Waro.

Aoministration conponent will De 


The plan will oe caupleted no later tnan 
teams and will be updated ano
 

unoer the Customs 	 the end of the tnir iontn atter 

all long term consultantthe arrival or 
ana the 	 WOE yearly.to USAIDsumitteo for approval 
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lI PL EMEiNTAT1 kJSUiEDULE 

Administration and Policy Analysis unit 

Element Mobilization Phase I Phase 11 
Description ONDJFMAKJJAS ODJFUIJ JASUNLJFfNt.JJAS ONLUWFk'JJASONJFNAMJJASONDJFkHAJAS 
Tehnical. Assistance 

Long Terw Avisors (3) 1 - -
Short lerm Aavisors I ----------------- - 1 
Eg Short Term Advisors I - - -- 1--------

Administration and Policy 
Plans, Tests, Analyses I------i 
Policy and Reform Agenaa 1-1 
Reform Iiplementation 1 --------------

Management Intormation Systems I------------ --------- -----

Training Procurenent Plan 
1Training Needs Assessment I--I 
Training Iniplenentation I - ----------------------- -

Procurenents 
Ot ices, Furnishings, misc 1-- - --------------- ----------

Microconputers 
Vehicle I ----- I 

Acaninistrative and Policy Analysis Unit - Pertinent Events
 

Mobilization Phase: IU/7 to 9/88 (ottices, turnishings, start-up agenda tor project)
 
Phase I: lu/bb to 9/90 (Planniiy anu analyses tor reron, agenua)
 
Phase II: I0/90 to 9/93 (Inplenentationi ot agreea upon reform agenda)
 

Three long tern advisors: 5/88 to 9/93
 
ADP short term advisor: Fiscal Year 1988
 
(Lther short term advisors: 39 imuciths per awium
 

tor project ouration 
araining U.S.: 3.5 nontl s per annum 

tor project duration 
Administrative Policy and 
Retorimi Agenda Agreetient: 7/9U to 9/90 
Procurements 

Microcuaputers 10/bb to 5/89
 
Ottices, furnishings IU/87 to 9/93
 
Vehicle IU/bb to 3/b9
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B. INCOME TAXATION COMKNENT
 

The Tax Aamlnistration Pro]ect (TAP) was extended through Septemer 30,1988 to 
provide a Dridge to ana to facilitate the new Public Finance Adnanistration 
ProDect. To a great extent, this is a roilow on phase to tne TAP. The 
expansion will be greatly facilitatea by the existing system ana experience 
in training, pilot prograis in examination, ana ADP. 

1. Technical Assistance 

Tnis caiponent will have a resident aovisory team composes ot 1) the 
Senior Tax Advisor and 2) the Technical Advisor. A total of 130 person 
monts or iong term technical assistance wiil oe provicea. The Senior Tax 
Advisor will focus primary attention to overall planning, policy analysis 
in cooperation witn the Analysis unit, aevelopment of the Mknagetent 
Information system ana the expansion of the Training Institute. 

The Tecnnical Advisor will provide tecnnical expertise in nethoas ana 
proceoures in the pilot examination expansion program ana will assist in 
the planning ano prcogranming ot other functional areas incuaing 
collections, training, ana the aevelopment of operational manuals ana 
hanctooks. 

Sort-term tecnnicians will aavise in the following areas: training, 6 
person months (PM); ADP, 4PMs; collection, 2 PMs; tax evasion, 2 PMS; ana 
examination, 2Pt.. Snort-term acvisors wll assist in appropriate on-site 
training programs as necessary. The project will include funaing for an 
operational support staff consisting or an interpreter/iialson otricer ana 
a oilingual secretary to facilitate the work of aavisors. Additional US 
ana Egyptian snort term aavisory neeas will be planneo ana ijpleementeu as 
the project progresses. A total of 24 person mriiths of US ana 75 person 
mctns of Egyptian snort term technical assistance wil oe provicea. 

ben the IRS PASA terminates in September 1988 it will not be extenoea. 
Insteac, the two advisors will nave Deen replacea oy two aaVisurb pruvicea 
uncer the PFAT contract. These two new aavisors will continue to work in 
te same areas as the IRS advisors. 

2. Training 

A training plan will oe proaucea by the Senior Tax Advisor during June 
through Septerber 1988. The 23 person months of short term US training 
will oe plannea ana upleaentea Dy the Senior Tax Advisor. 

3. CommuDoaities 

Component caTnioaities will oe procurea tnrougn the prime contractor 
following approval of the procurement plan. 
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I MPLEMENTATIOkJ SCHEDULE 

Income Taxation Inplementation Planning
 

Phase IIMobilization Phase IElement 
ONDJFMAMJJAS ONDJFMAJJASONDJFMAMJJAS ONWFMAUJJASONDJFMAMJJASONDJFMAMJJAS

Description 
Technical Assistance 

IRS PASA. 
Long Term Advisors (2) I----------------------------------- -I 

Short Term Advisors I-I I-I I-I I-I I-I I-I I-I I-I 

Management Information Systems II ------------------------------Data Information Center 
I--------------------------I 

Automated Data Processing 

Training
 
TTI Expansion II-- -------------------------------Training Implementation 

Procurements 
Offices, Furnishings, misc I---------I I .II--------------------------------------------------------------------Microconputers 

I ------ IAudio/Visual Equipment 

Vehicle I - I
 

Income Taxation Inplementation Planning - Pertinent Events 

(offices, turnishings, coordination with IHS)
10/87 to 9/88
WMbilization Phase: 

10/88 to 9/90 (Examination pilot expansion, collection)
Phase I: 
 exam
 
10/90 to 9/93 (Coditication of policy ana proceaures, expansion ot 

Phase II: 

and collection)
 

IRS PASA (2advisors) leave 9/88
 

Two long term advisors 5/88 to 9/93
 
to 9/93


Shcrt term advisors 	 20 months per annum trom 10/88 

Training U.S. 	 3 months trom 5/88 to 9/88
 
4 months per annwn from 10/88 to 9/93
 

Procarements 
10/88 to 5/11Microcomputers 

Vehicle 	 10/88 to 3/89
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C. CUSTOM ADMINISTRATION COMPONENT 

Assistance to the Custans Administration represents a major expansion of 
assistance to the Ministry of Finance. The project will focus on improved 
administration, including inspection and collections, classification and 
valuation (C&V), operations including warehouse and cargo management and 
controls, and strengthening of the ADP capacities in support of administration 
and operations.
 

i. Tednical Assistance
 

The technical assistance team will be contracted through a PASA from the 
US Customs Administration. A total of 132 person months of long term 
technical assistance will be proviaed. The team will be composea of two 
resident advisors, the Senior Customs Advisor and the Tehnical Customs 
Advisor. The Senior Custans Advisor will have primary responsibility for 
providing advice on administrative, public finance policy and related 
issues. The advisor will also oe responsible for organization of the 
management information system, strengthening of the ADP capabilities, and 
development of the National Custans Training Institute. 

The Technical Advisor will have primary responsibility for coordination of" 
activities with the Alexandria Customs site, developing pilot activities, 
and testing of improved methods ana procedures. As the testing is 
canpleted and directives issued for standardization, the technical advisor 
will assist in the aevelopment of operational manuals ana handbooks 
incorporating new policies and procedures. 

Short-term tedhnical advisors will wrk in the areas of customs warehouse 
administration 2 person months (PM), internal control systems 6 (PM), 
cargo processing 2 (PM), ADP 2 (PM), passenger processing I (PM), and
 
training 7 (PM). Additional US and Egyptian short term advisory needs 
will be planned and implemented as the project progresses. A total of 27 
person months of US ana 70 person months ot Egyptian snort term technical 
assistance will be provided.
 

2. Training
 

The project will develop a National Custns Training Institute (NCTI) 
modeled after the Income Tax Training Institutes to provide both technical 
and custams-specific management training. To the extent possible, 
'generic' training will be coordinated with the Income Tax Training 
Institutes for efficiency and cost savings. Also, if feasible, the NCTI 
will be located within the facilities of the TrIs. 

The Institute will be staffed with experienced customs officers trained as 
instructors under the project. Training courses will be continually 
upoated to integrate new policy ana improve procedures developea through 
the pilot programs. The physical facility will be provided by the GOE 
Custans Department or be within the TTIs. Project advisors will determine 
equipment requirements to be financed under the project. 
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focus in the interest of 
an inportant area of 

management training will be 
will be aevelopeo ano/or expanoea

increasec etficiency. Training courses 
as celegation of authority anacritical issueswnicd concentrate on such This will 

at outn the i~iknagerial ana executive levels. 
accountabilitY 	 which 
help aocdress the icentifiei problem of multiple checks ana balances 

in ail areas incluing assessTient, collection ana 
cause serious oelays 

release of cargo.
 

tne perloo June tnrOugh Septemer
oe aeve.opea curingA training plan wi±l 	

country training. Ihe Tax
(in-country), U.S., ana thira88 to cover ooth 	

unaergo technical ana ooservation 
Training Institute aclinlistrators will 

The 18 personana with international organizations.training in the U.S. 	 tneano impienienteG by
tern, training will De planneomontrhs or US snort 

senior Customs AaVisor. 

3. 	 Coritocities 

the US custams service PASA 
Coiponent caianooities will De procureo through 

Services
will oe contracteo by the USAID/Cairo Oftice of Contract 

ana 	 pians.following approveo canliocity procurement 
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IMPLEMENTATION SCHEDULE
 

Customs Administration Implementation Planning
 

Element Mobilization Phase I Pnase II 

Description ONDkJFMAJJAS ONDJFMAMJJASONDJFMAMJJAS ONDJFMAMJJASONDJFMAMJJASONDJFMAMJJAS 

Technical Assistance 
Custms PASA (2) 
Short Term Advisors 

1-------------------------------
I---I I---I I....I I---I I-I 

Management Information Systems 
Customs System Evaluation I--------- I 
Microcanputer Implement. I------------------------I 
ADP Systems Planning I ------- -----------

Training 
Needs Assessment I_-I 
Training Implementation I -----------------------------

Procurements 
Microcmputers 
Vehicles I---I 

Customs Administration Implementation Planning - Pertinent Events 

(otfices, furnishings, start-up agenda tor project)Mobilization Phase: 10/87 to 9/88 


Phase I: 10/88 to 9/90 (Evaluation of systems, analyses and planning)
 

Phase II: 10/90 to 9/93 (Implementation of plans ana further refinements)
 

Customs PASA (2 Advisors) 4/88 to 9/93 

Short term advisors 6 months per annum from 10/88 to 9/91 
Training U.S.: 3 months per annum from 4/88 to 9/93 

Proourements 
Microcanputers 10/88 to 10/89 

Vehicles 10/88 to 3/89 
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D. EXCISE TAXATICN COMPOET
 

Although ot equal importance to income ana customs operations, the technical 
assistance ana other inputs planned ror the Excise Departnent will be of a 
more modest nature. Excise taxation's interest ana focus is exclusively with 
public and private sector operations. As such, the scope of assistance can be 
more airectea ana plannea imporvements are targetea at systems planning ana 
training. 

1. Tednical Assistance 

me policy ana Aconnistrative Analysis aavisors will coorainate policy 
studies, research ana analysis for the excise component. The resicent 
systems Aovisor will conauct operational stucles to aetermine areas for 
inprovement. The interest is to outline the problems in rules, 
regulations ana operations affecting ccriiercial taxation ana suggest 
alternative nechnisms for improvements that also provioe for efficiency 
ana e(luity. 

Tecinical assistance will consist or one long term Systems Aavisor. He 
will arrive in April of 1989 and remain until April of 1991. A total of 
24 person mionths or long tern technical assistance will be goviaeo. 

Short-term tedhnicai assistance will be provicec in training ana ADP. It 
is anticipatec that very specializeo snort-tern teonnica. assistance wi.L 
De recduirea to aevelop racilities ana testing net.noas for significant 
i.,[orts incluaing Cneliicals ana materials suoject to evasion. Us ana 
Egyptian short term teainical assistance wili be planneo ana implementea 
as tne project progresses. A total or ib person nmnths or US ana 17 
person months ot Egyptian snort term tednical assistance will be proviaea. 

2. Training 

Te i5 person months ot US snort term training will be planneo ano 
contractea oy the System Advisor, once the training plan is approved. 

3. Commodities 

All ccnoities will be procurea through the prime -contractor following 
approval of the comoity procurement plan. 



ElE lent 
Desc iption 
Technical Assistance 

Long Term Acvisor (1) 
Short Term Advisors 

Egyptian Advisors 
~n.ageant Information Systens 


Training 

Procurements
 

MicrocLlputers 

Excise Taxation Implementation 

Mobilization Phase: 


Phase I: 

Phase II: 


Cne long term advisor 

Short term advisors: 


Training U.S. 


Procurements
 
Microcomputers 
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IMPLEMENTATION SCHEDULE
 

Excise Taxation Inpleiientation Planning 

tobilizatin Phase I Phadse 11 
CNDJFMAMJJAS ONDLJ FMAMJJASONDJ FMAMJJAS ONDJFMAWJJASONaJFMAMJASONDtJFMAMWJAS 

I----------------------- I 
I-I I---I I-I I-I I-I 

I--I I-...I I-I I-I I-I 
I--- ----------------------------- I 

I -I 

I ----- I 

Planning - Pertuient Events 

10/87 to 9/88 (offices, furnishings, start-up agenda tor project) 
10/88 to 9/90 (awvisors planning, analyzilim anu training) 
10/90 to 9/93 (inipleiientation) 

4/89 to 4/91
 
3 ionths for fiscal year 1989
 
6 iiinths tor tiscal year 199U 
3 fuvnths per annumi from 10/90 to 9/93 

5 nionths per annau tro .10/88 to 9/91 

10/89 to 10/9u
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SECTION VI: DATA CCLLECTICt4, IMPACT MONITORING AND EVALUATICN PLAN 

A. SUMMARY 

The primary focus of the data collection, impact monitoring ana 
evaluation plan of the Public Finance Administration Project will be to 
provide better information to GOE managers. Their willingness to proceed 
with administrative policy reforms as well as implement operational and 
procedural changes will depend on adequate information indicating a 
positive goal ana purpose level impact. The goal is to assist the 
Ministry of Finance to link twe public more equitably with the GOE's 
expenditure program. The purpose is to improve the efficiency of tax 
administration ana equity in tne assessment, collection and incidence or 
taxes. Unlike many USAID projects, the success in meeting this project's 
purpose can be measured quantitatively. Baseline and performance 
monitoring data, supplemented with qualitative survey results, should 
provide Detter tnan average information on project achievements. The 
major evaluation tools will be: 

- performance monitoring systems incorporatea in the management 
information system ana supportea by automated data processing, 
- analyses, and
 
- focused taxpayer surveys. 

Collection or baseline data, developnent ana implenentation of the 
performance monitoring system, analyses and surveys of taxpayers will be 
tne responsibility of the technical assistance team in the functional tax 
departments and the Policy and Administrative Analysis Unit. Together 
this information will provide GOE and USAID managers with aata for 
evaluation of project progress on an ongoing basis, at the ena of Phase 
I,and at the project's conclusion.
 

B. PHASE I
 

1. Data Collection and Evaluation in the Functional Tax Departments 

During Phase I, development of data collection, monitoring and evaluation 
systems for the three functional departments of the Ministry of Finance 
will De critical to the long term success of the project. A primary 
objective of the technical assistance team will be prolem 
identification. Issues that cannot oe resolvea -hrougn operational ana 
internal administrative changes will become part of the policy reform 
agenoa developed by the Policy ana Aamnistrative Analysis Unit. Careful 
analysis of both the formal and informal operating proceaures of the 
individual tax departments will be needed to develop more efficient, 
effective systems. The technical assistance team will carefully 
document proolens identified as this will provide baseline aata against 
which to measure the increasea efficiency of systems undergoing field 
testing. Under the Tax Administration Project, a numoer of baseline 
indicators have been identified for the Income Tax Department. For 
example: 
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- Examiners typically have a four to five year backlog of files to 
audit.
 
- Cnly two million of the estimated twelve million workforce file 
income tax returns. 
- The GOE incentive system is counterproductive because it 
encourages enployees to focus on quantities of forms processed 
rather than accuracy and revenue yield. 

The implication exists that complicated audits of high income taxpayers 
are postponed and that tax ouraen falls on most umnediately on those with 
lower income, salaried class. These issues relate directly to the 
project's purpose of tax administration efficiency, equity in assessment, 
collection and incidence. Resolution through administrative and 
operational changes should have a direct relationship to achievement of 
the project's goal and purpose. Preliminary key performance indicators 
for which oaseline and ongoing performance data will be collecteo are 
shown in a matrix format on page 

Once key indicators of unit performance are identified, an evaluation 
system applicable to all similar units should be developeo ana 
implemented. This will help GOE managers to spot poorly perfrrming 
units, provide feedback to field staff, and measure the effects of 
training and other discrete interventions. GOE managers will neec good 
evidence about the value of project inputs if these represent a long term 
recurring cost. For example, many managers view training as a 
discretionary cost. The Tax Administration Project has invested heavily 
in training centers and more training is planned for that unit as well as 
Custors and Excise Department personnel. Unless the benefits of an 
ongoing training program are demonstrated, funding for training will 
probably drop off dramatically after project completion. Problems such 
as non-standardized enforcement of tax code revisions could rapidly 
reappear. 

The technical assistance team will also assist individual departments in 
developing and field testing improved procedures and system. The term 
"testingm implies canparison of actual results against past ana expectea 
performance. Documentation will undoubtedly be difficult as piecemeal 
development of systems, delays in training, late arrival of cammoaities, 
ana other factors mitigate against a "scientific approach". The 
evaluation system described above should facilitate canparison between 
units participating in the project ana those unaffected. Still, solid 
evidence that new systems are significantly more efficient and effective 
will oe invaluable in persuading senior managers and policy makers to 
rapidly expand pilot efforts. As systems are tested, rapid low cost 
studies should be carried out to assess taxpayer reaction. 

Quality control systems will need thorough demonstration to persuade GOE
 
managers that alternative procedures are more cost effective than current 
proceaures. For example, preliminary work has iaentifiea the 100% 
auditing of income taxes and inspection of goods processea through 
custans as a major bottleneck. GOE policy makers and managers will 
undoubtedly want clear, convincing data that sampling or classification 
procedures are cost effective and will continue to function as intenced, 
particularly if legislative change is required. Although this project is 
small in comparison with other UShID Cairo projects, the potential for 
widespread inpct is substantial. 
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The tedhnical assistance team with their GE counterparts will have the 
responsibility of icientifying a final list of a few Key perfomance 
indicators to be tracked and implementing a performance monitoring system 
as well as analyzing aata collectea on a periodic basis. New proceaures 
will incluce quality control systems discussed aoove to assure GDE 
managers that the new approacnes are functioning as anticipatea. In 
addition, the technical assistance team will assist the functional tax 
oepartlents in conaucting taxpayer surveys to aetermine taxpayer 
perception of the current system, reaction to pilot changes inplementea 
in test areas ana proposea major reforms. 

2. he Pole or the Administration ana Policy Analysis Unit 

The Administration ano Policy Analysis Unit (APAU) nas the responsibility 
ror collecting information on the progress of project components and 
maintaining a regular review process of priority operational ano policy 
issues with the pcoject steering committee ana the Minister ot Finance. 
AJtnougn the aavisors within the functional tax oepartments will report 
directly to their aepartment heaos, they will also provide information to 
ana co±lauorate with tne Senior Finance Advisor in the APAU. Dual 
reporting will ensure that the APAU has necessary information ano aata to 
aavise the steering crrii ittee ano the Minister ot Finance. 

The APAU will also uncertake analyses using oata from the various 
functional aepartiments, particularly relating to the issues or incidence 
ano equity of the taxes. These issues nave always been an area of 
particuiar concern to Egyptian policy makers. Careful study will be 
neeoea to assess the comcned impact of proposea changes. The APAU 
should unertake rapid, low cost taxpayer surveys to provide qualitative 
cata on taxpayers reaction to inplementeo ana proposea changes in tax 
amininstration ana to the puolic information program to ensure that 
project activities are naving the impact intencea. Public opinion is 
very important to Egyptian policy makers. Reluctance to change policies 
ano proceaures is often reinforcea Dy tne aosence of information aDout 
possiole negative effects ano public reaction. Aacltional taxpayer 
reecDack will oe outainea througn discussion periodic aiscussions with 
business groups, sucn as the Egyptian Businessnen's Association. An 
indicator of this unit's success will oe the willingness of the GOE to 
a~opt ano implanent the policy ana acnmnistrative retorm agenca at the 
ena of Phase I. 

C. MID TERM EVALUATION 

A rormal external evaluation at the ena or Phase I will review 
implementation progress, the Policy Agenca, project inpact to aate, and 
actions inaicating WXE catinitnent to proceea with Phase If. The 
evaluation team will also recommend whether or not to proceed with 
obligation or acaitionsl funas. This evaluation team will review: 
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SECTION VIIi DATA COLLECTION, MONITORING AND EVALUATION PLAN -- OUESTIONS TO BE ADOA[S5EO. 

!INKLIPURPOSE 	 INCOME TAX DEPARTMENT CUSTOMS DEPARTMENT EXCISE DEPARTMENT POLICY & ADMINISTRATIVE ANALYSIS UNIT
 

.u su~.. c~ 	 ........ =.a... 3 -
Ig.s.. su a~s .. ... sa~a. ... ~s a.:su ......a. .. ::s as x~u 3: 	 R2 .tg 3. asa t~ . ......=...... 6*CDSZt3 CX=*CSS. S
 

!IOW/PURPOSE 	 INCOME TAX DEPARTMENT CUSTOMS DEPARTMENT EXCISE DEPARTMENT POLICY I ADMINISTRATIVE ANALYSIS UNIT
 

I 	 I I
!EFFICIENCY 
Performance Monitoring 	 !|. Wiat isthe backlog of 'I. What isthe tie@ required '1. What is the number of 'I. Which departments are most
 

!unaudited farms? 'to clear goods (imports I 'items/firms covered and 'efficient based on performance
 

!2. What isthe ratio of exports)? 'collections per employee? 'monitoring data?
 

!collections to number of !2. Has pilferage decreased? '2. Has the excise tax base '2. Which tax areas Show most
 

* 	 !employees? '3. What isthe ratio of the 'expanded? His the sales tax 'revenue growth per level of
 

'3. Now may returns fall into !volume, value of goods, and 'been implemented' for which 'effort and resources?
 

!the various prioritizatlon 'collections to employees? 'items?
 

!categories? over time? '4. What are the volume I value '3.What are collections by area
 

* 	 '4. Wihatisthe percentage of 'of each category of imported/ Itlevel of effort by employees?
 

!cases proceeding to !exported goods, revenues and '4. Have number ofdisputes
 

' !negotiationfllitigatlon? 'level of effort per category" 'resulting from Customs collection' 
a , ',ofExcise taxes decreased? 

!Amalyse 	 '!.Hom much effort isspent on 11. Which customs categories 11. Are collection efforts con- 'i. What combination of taxes would
 

, !loverlhigher priority returns? 	 !take the longest to clear" What 'centrated on high return areas? 'be most efficient?
 

!are priorities for clarification? '2. Isthe expansion of the 12. Which new areas (property/estate
!Has the prioritization system 

Q!2. Are customs tariffs 'excise tax baselsiles tax the 'taxes) sht. greatest potentiAllllvel
!increased collections 


, 'efficiency? !targeted for efficiency t return? 'result of more efficient 'of effort :equired?
 

'2. What isthe most efficient/ 'systems or additional !
 
Iresources'
'effective way to simplify code? 

I
 

'unify income tax Into global
 
.1
 

!system? 


!Taxpymr Feedbacka Surveys !1. What isthe taxpayers' per- 'I. Has customs clearance been 'I. Are new procedures for !l. .4m the taxation process become
 

less lss cumbersome? Which departments

I Reting& with Business !caption of current procedures I !siaplifledlexpedited 'assessment fair? 


Iroups !knowledge of regulations? '2. Are cl&ssifications 'cumbersome? predictable? 
 !improved most?
 

'2. Has ADP improved coordin- '2. Which types of taxes are
!2. Istax processing faster? 'clearer? 


!3. Do tax payers believe '3.What are the informal costs) 'ation betmeen Customs & Excise? 'perceived as less cumbersome?
 

!proposed changes mill be '4. Are procedures for
 
!simplier? 'reprocessing exports clearer?
 

• 	 == == =:: : : ==: : =::=====:= = ::: =as : = =: =:.sz:3: tESCUtS:
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SECTION VII: PROCUREMEt PLAN 

As Dustifiea in Annex I. 2, Financial Analysis ana Pay1ent Veritication 
Policy-Inplementation Guiaance Statement, unaer this project all 
procurements will oe conauctea through the use or Ai-direct contracting 
procecares. he responsible offices for contracting will be 
uskID/Cairo's contract Services Office or AID/Vashington's Office of 
Procurement. The AID project Officer will De responsible for 
coorainating procurement requests with appropriate contractors ana AID 
of tices. 

Mobil ization
 

prior to the arrival of the tednnical assistance teams, a two mer, er 
project rmilization team will be nirea from the local Cairo nmrket. The 
perioa ot pertorioiarce will oe the tirst twelve project months. The teanm 
will have the following scope of activities; (i) secure office space for 
tie teainical assistance teams, (2) purchase orrice equir,ent ana 
supplies, (3) arrange for leasing of contractor housing, ana (4) 
cooroinate with counterparts to organize counterpart stair. The UtID 
Orrice of contract Services will negotiate anc contract both the Personal 
Services contracts for the two memoer project mrcilization team ano will 
issue project runoeo purchase oroers for procurement of office supplies 
aria tulpent. 

Tea-inical Assistance 

Tecnnical assistance will oe pcocurea tro two sources. Cne source wili 
oe the Unitec States Customs Service (USCS). The USCS will provice 132 
person months or iong term, teanical assistance ano 27 person montns ot 
short term tecnnical assistance for the customs Acumnistration comonent 
tnrougn a Participating Agency Service Agreement (PASA). The mnzistry of 
Finance nas specifically requestea USCS services because there are no 
private sources provicing technical assistance in the area or operationls 
or custors taxation systens. The limiteo oemana ror suun technical 
services nas not generatea sutficient interest oy private firms to create 
consulting capaDilit>,Rs in this area. Therefore, for this pro3ect USCS 
can provioe specializea ano integrateo custors taxation aavisory 
capailities (e.g., tunctional expertise, training progras incluaing 
ooservaticnal visits, ana the aevelopinent or operational systerns) tat 
cannot be founa from other pOssiole sources. A PASA justitication in 
Annex G discusses in aetail the reasons tor the gl~turement or USCS 
assistance. 

Tie secona tecinicau assistance source will oe proviOeu unoer the Puolic 
Finance Aavisory Tean, contract. This team will De responsible tor 
proviaing te(nnical assistance ror tue Aclinistration anu Policy Analysis 
component, the income Tax Aaministration Cononent ano Excise Tax 
Aciiinistration Component. Triis contract will oe with either a U.b. 
university or a management consulting firm. Unaer the Public Finance 
Aovisory Contract, 349 person months ot long terra technical ana 43 person 
rmonths or snort term tecnnical assistance will be grovioea. Both 
contracts will oe written to correspona to goject pnases ana the 
availaoility ot funis: there will De an initial 24 iontn performance 
perioci with the option to renew ror aria aoaitional 3b intns it the 
project continues. 
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Procurement of required short term technical assistance will be determined 
based on the various needs of the components. The UScs will provide short 
term technical assistance in the areas of training and management system 
through the 	anticipated PASA. The Public Finance Advisory Team Contractor 
will be responsible for contractings both US and Egyptian short term 
assistance in the areas of policy analysis, ADP, management systeris ana tax 
examination. 

Commodities
 

The Public Finance Advisory Team Contactor will De responsible for all
 
procurement, except for the Customs Administration Component, unaer the PFAT 
contract. The team will identify appropriate cmnoity requirements ana 
specifications for the two basis conputer systems identified below. It will 
also develop specifications for procurement of four project vehicles, one for 
each comrponent. These two computer systems will be designea to meet the needs 
ot all four project components. The commodity procurement component may be 
sun-contracted to a PSA by the prime contractor or the prime contractor ny 
undertake the procurement itself. In either case, required commooities will 
be procured 	using appropriate AID regulations.
 

Commodity procurenent under the Customs Administration Component will be 
procured through AID direct contracts. The Federal Acquisition Regulations 
ana AID Acruisition Regulations will be followed.
 

All commodity procurements will be mrae based on an annual plan that will oe 
jointly approved by the Ministry of Finance ana AID. The first plan will be 
presented for consideration no later than three months after the arrival of 
tne Puolic Finance Advisory Team Contract ana the US Customs Service Team.
 
The preparation of the plan will be the responsibility of the MIS advisor 
uncer the PFAT contract. Procurement of commodities will be subject to U.S. 
source/origin requirements. Source/Origin/Nationality waivers will be granted 
in the event no suppliers complying with the AID regulations are available. 
All local procurement will be subject to Handbook I-B, Chapter 18 regulations. 

All conputer hardware will have the following minimum specifications: 

Hardware:
 
System OA" Microconputer with at least I ng.A, 

800 kb Floppy Disk, equivalent to an 
20 mg Hard aisk and I 

Apple MacIntosh SE. 

System OBO Microcomputer with at least I mg RAM, and 2 800 kb Floppy 
disks, equivalent to an Apple Macintosh SE. 

Printers: 
Printer OA" Dot M.trix, 120 character capability for spreadsheets, 

equivalent to Epson LQ-800. 

Printer NB" 	 Laser, high resolution for creating training documents ana 
forms, equivalent to an Apple LaserWriter. 
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Although precise nunbers for coqmters, printers and ancillary equipment 

cannot be calculated at this time, for budgeting purposes we have maoe the 

following assunptions. 

Type of COmloditiesCorponent 

Comrmuter s Printers Car
 

A B A B
 

Policy Analysis 1 3 2 0 1
 
200 392 178 140 1Income Tax 

1custons 2 12 8 
IEXCise 

203 407 188 140 4 

Estimted Unit Costs 
(S) 

Ccirputer printer car 
= 15,000A = 3000 A 500 


B = 4000 B = 1000
 

203 A x 3,000 = 609,000
 
407 B x 4,000 = 1,628,000
 
188 A X 500 = 94,000
 
140 B x 1,000 = 140,000
 
4 cars x15,000 = 60,000
 

2,5W70O 

Training 

tuna 74 person nonths ot snort term traininy. Fitt -nine
The project will 

person months will be contractea through the public Finance Advisory Team
 

oe contracteo tnrougn tne USCS/PASA
contract ano i5 person months w1il 
for all project training will be developeo by the 

contract. A training plan 
Senior puL).ic Finance AcVisor, ana presented tor 

PFAT contract team head, the 
of the arrival of all project component technicalapproval within six months 


assistance teaas.
 

[Note: Because specific cammooities ana training reduirements for eacn of the 
until approved conmoity procurement anafour components will not be known 

precise ouageting for these activities cannot be
training plans are in place, 

there will oe a 20% budget line item flexibility incalculated. Terefore, 

the budget in order to facilitate any requirea shifts.]
 

A) Administration and Policy Analysis 

Teannical AssistanceI. 
Technical Assistance will Le provioea through tle 

aPublic Finance Advisory Team (PFAT) through either 
university or consulting firm contract. 
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a. 	 Long Term Arrive Deprt Person Months 

(1) 	 Senior public Finance Advisor May 88 Oct 93 65 
(2) 	Public Finance Advisor My 88 Oct 93 65 
(3) 	 Mnagement Information System May 8b Oct 93 b5 

Advisor 
195 

o. 	 Short Term 

US short-term TA will be proviced in the areas ot policy analysis, AIp, 
management systems, excise taxes and tax exinanation for a total of 51 person 
months. Egyptian short term TA will De proViaea for a tota. of 144 person 
mronths ana Egyptian staff for a total of 35 person months. 

The project officer will be responsible for preparing the scope of worK. The 
contracting process will commence immediately after the signing of the Grant 
Agreement. Tnis team will coorainate all components except the Custom 
Administration Conponent. 

2. 	 Cormirooity Procurement 

Corm*octies will oe procurec by the Puolic Finance AQvisory
 
Contractor oasea on the approvea cormDaity procurement plan.
 

3. 	 Traininq 

Snort term US training will be ccciputer and management relateo. Te 
timing of the 18 person months will be establisnea by the approvea 
training plan to De prepared Dy the Senior PuoIic Finance Advisor no 
later than the ena of the sixth nntn following the arrival of all 
project technical assistance teams. 

B. 	 Income Tax Administration 

I. 	 Tecnnical Assistance 

Tecnnical Assistance will be aaministerea unoer the overail Public 
Finance Advisory Team Contract. The advisory team for the Income Tax 
Aaministration Compnent will incluce: 

a. Long Term 	 Arrive Depart Person MDnths 

(1) 	 Tax AOinistration and Training 
Advisor My 88 Oct 93 65 

(2) 	 Tax Exanination Advisor may 88 Oct 93 65 

Short Term 

US short-term TA will also be provioed in the areas of po±icy analysis, 
ADP, management systems, excise taxes ana tax examination for a total or 
24 person months. Egyptian snort term TA will fe provioeo for a totai of 
75 person months. 



- 56 

2. Co"mirity 	procurement 

CaJlooity [gocurent wi..1 rocus on the training ana ADP areas. The 

exact items ana timing will be establishea by the approvea comDdity 

procuraiLent plan mentionea earlier. 

3. Training 

Snort ternm US training will oe caiipiter ana management relatea. The 

person months will be establisnec by the approvectiming of the 	23 
the Senior public Finance AoVisOr no

training plan 	 to oe prepareo by 
eno of the sixth month tollowing the arrival ot alllater than the 

project teainical assistance teaeils. 

Custom Acmnistration component 

i. 	 Tedtinical Assistance 

with the US
Tecnnical assistance will ue provioea unoer a PASA 

nacer the PASA, the U.S. CustOms Service willCustoms Service. 
term teannical assistance. To long

provioe both long tern anG snort 
term aavisors will be provioeo for a total ot 132 person 	months or 

assistance. Snort term assistance will ue provioeo tor 	aDout 27 

person montns. Contracting will De initiatea inueciately arter the 

project Grant 	Agreeiient is signeo. 

for the PASA will De oevelopea by the projectThe scope of work 
officer. Tme contract will De negotiatea ano silcneu by the 

Otfice of Procurement.AID/Tasnington 

Arrive Depart person Montns 
a. Long-Term, TA 

(i) Senior Customs AcaVisor Apr 88 Cct 93 66 
Apr 8b ict 	93 66

(2) Custcats Aavisor 

us snort-term assistance in training ano managenent systems will oe 

for a total or 27 person months. Egyptian snort term TA will be
proviaea 

proviaea for a total o 70 person onths.
 

2. 	 commuoities
 

oe procurea Dy USAID/Calro's
Camnoaities uncer tnis ciuponent will 
Contract Services Otfice. The commuoities for this component will be 

uy the appzoveo ccrooitestaolisnea ano, upoatea annually 
procurement plan mentionea earlier. 

3. Training 

snort term US 	 training will oe carputer ana management relatea. Te 

18 person months will be estaolisheo by the approveatiri ng of the 
the Senior Puolic Finance Aavisor no

training plan 	to oe prepared Dy 
of the sixth month following the arrival of thelater than the ena 

tectinical assistance team for this pro3ect 	ccarrnent. 
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D. Excise Tax Administration 

I. Technical Assistance 

Technical Assistance will be procurea unoer the Public Finance 
AdvLsory Team contract. The aavisory team will include: 

a. Long-Term Arrive Depart Person Months 

Excise Tax Advisor Apr 89 Apr 91 24 

b. Short Term 

US short-term TA Will also be provided in the area or excise tax 
aaministration tor a total of 18 person months. Egyptian short term 
TA will ue provioed for a total of lb person months. 

2. Carr=uities 

Ccianoities under this cunponent will be procurea unoer the Public 
Finance Advisory Team Contract and will be incluaea in its requirea
ciurooity procurement plan. Conmoities to be procureo wll be 
estaolisnea ana upoatea oy the commodity procurement plan mentionea 
earlier. 

3. Training
 

Stort tern US training will ue computer ana management relacea. The 
tiang of the 15 person months will be establishec by the approvea
training plan to be prepared by the Senior Pu lic Finance Advisor no 
later than the ena or the sixth month following the arrival ot the 
tecanical assistance team tor this project component. 

Section VIII: TRAINING NEEDS ASSESSMENT AND PLAN 

Training neeas for the Tax Department nave axreaay been assessec unoer the Tax 
Aaministration Project (TAY) ana training has been on-going for the past seven 
years. There will be no neeo to formally reassess training neeas at this
point. Training for the Tax Departmnnt has alreaqyeen buagetea for ana 
approvec. however, the other components or this project, wnichl represent new 
activities, will neec to be assessed before training is proviaea in these 
areas. 

i. Policy Analysis 

Training neeas for the Acninistration ana Policy Analysis Unit (APAU) will be
assessed upon the initial organization of this unit. It is not expectea that 
there will oe more than ten Egyptians assigned to the unit; however, by
necessity, the skill needs of the unit will be variea. It is anticipatea that 
the project will not be aeveloping the nh.an resource base from scratch uut 
instead some of the requisite skills will already be resiaent in the MOF ana 
available for the APAU. It is expectea that ministry employees possessing at 
least BA aegrees will be available. Nonetheless, short-term training, ooth 
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in-country as well as in the U.S., will be needed to strengthen these 
employees' monitoring, analytical and presentation skills. Short-term 
training is anticipated in the following areas: statistical analysis; public 
finance econanics; public administration; microeconanics; ADP, etc. (see 
following table ILLUSTRATIVE TRAINING PLAN) 

2. Incane Tax 

Training in the area of incane tax adninistration has been ongoing under the 
Tax Administration Project (TAP) and will continue under this project. Aside 
from occasional observation tours in the U.S. by mid- to upper management 
ministry employees, the project does not envision significant and formal 
training in the U.S. The Egyptian Tax Training Institute (TTI) shoula
 
continue to provide training in the areas of management, examination, and, 
possibly, ADP. Other sources of in-country ADP training, in the private 
sector, exist and will be utilized. 

3. Custans 

Uncier the customs portion of the project, only limited observational tours of 
U.S. Customs facilities is anticipated, and that only for mid- to 
upper-management level employees. Other training in the areas of ADP ana 
management will be provided in Egypt, perhaps at the TTI. Training in 
Classification ana Valuation (C&V) .:LII take place both on-tne-job as well as 
perhaps at the ITI. Import specialists are also to receive in-country 
training. However, at this juncture it is not clear exactly what the training 
needs of the Egyptian Customs Service are. To address this the USCS advisors 
will uncertake, as part of their initial work in Egypt, a training needs 
assessment. No training of Custos officers will take place until this 
assessment has been canpleted. 

4. Excise Tax 

The Senior Public Finance Adivsor will be responsible for preparing a training 
needs assessment in the first six mnths following arrival of all project 
canponent long term technical assistance teams. To the extent possible the 
training will be coordinated with Income Tax and Customs. 

5. Training of Trainers 

Training of trainers will be needed and will be provided through TY 
assistance in Egypt. Such training may be provided-for TTI instructors, but 
may also be provided at Custans, Cairo or Custons, Alexandria. The neea for 
this training will be assessed by both the Senior Customs Advisor and the 
Senior Public Finance Advisor, prior to any such training. 

The following illustrative plan is provided merely as an initial estimate of 
the training to be provided under this project. It must be kept in mind that 
the training needs assessments will overriae this illustrative plan ana that, 
except in the area of incone tax adninistration, no training will be provided 
until thorough training needs assessments have been conpleted. 
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ILLUSRATIVE TRAINING PLAN 

Type of training -- .number of trainees 1/---

88/89 89/90 90/91 91/92 92/93 Total US 

1. Public Policy:
in country 
U.S. 

4 4 
2 

4 
2 

4 
2 

4 
1 7 

2. ADP: 
Ta x 

in country 
in U.S. 

Customs 
incountry
in U.S. 

Policy Analysis 
in country 
in U.S. 

60 
1 

25 
1 

4 

70 
2 

50 
2 

4 
1 

90 
2 

50 
2 

4 
1 

110 
2 

50 
2 

4 
1 

130 
2 

50 
2 

4 
1 

9 

9 

4 

3. Ma nagenent:
Policy Analysis 

in country 
Ta%: 

in country 
(observation) in U.S. 

Customs 
in country 

(observation) in U.S. 

5 

60 
3 

15 
2 

2 
5 

40 
3 

20 
2 

2 
5 

30 
3 

30 
2 

2 
5 

30 
3 

30 
2 

2 
5 

30 
3 

40 
2 

8 

15 

10 

4. C& V proceaures:
in country 25 45 65 65 65 

5. Import Specialists:
in country 25 45 45 45 35 

6. Tax examination: 
in country 45 60 90 110 130 

7. Training of trainers: 
Tax 
in country 

Customs 
in country 

12 

6 

12 

6 

12 

15 

12 

15 

12 

10 

/ training on average will consist of one month concentrated effort
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9.CNDA R TC CDEand col1 ecLoonrntNICAL CODES (maximum 6 coDi of J ponr, r cacti) SCON.DAEIL,1.Gars.antiL.P5 iL-PU.EC E 

I I. SPECIAL CONCERNS CODES fmaximum 7 coati of 4 pohlir0 Wac) 
.A-Codei 

IB. kmcunt - -- - 
1.PRJEtt 
 PUR.POSE (marrimum 480Ocharacter,) 

lnrrr-ve the efficiency of tax adrLinistration ec--it% 4,- e -cdneand 
assessment and collection of taxes.I. 
 .. ie e,
 

S.ROUCESDUTUIRL FOR PROJECT DEVELOPMENT
SIuaU T~o Mission staff, one contractor from, Sy-racuse Univ., -c- IRS advisors

and two US CustAs advisors. 

F-111 S5,000 total ( $51,000 fran Project 263-0115 and uD to S34,000 from PDD.)--d .. S 

14.~~SMIOIGIATING f *4. 5 DATE DOCUM~ENT RECE \ I.'AID'. OR FOR AkD~OFFICE il e 1%OCt 
ate Sie D:)14-O

CY ActiN Assoc. Director, rdustry & 
ENS DATE OF iBLTIu\% 

DD ,MMXIM% DD ,N-- support
6. PROJECT DOCUMENT ACTION TAJCEN MM 

17. 00)MMENTSCLAROVE Title ,' ,,' " S Suspended " DCA Conditorrialy ApProved
 
A027DsApProve 
 D Dmaiion DeCryed 

ACTION S~nue ~ '///19. ACTION R.EFEKENCE 20. ACTION DATEAPPROVE De 

.'I
 

BY13 9 Acti-no ission Director
F(6 j0 11) 1E' 
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NARRATIVE SUMMARY 
 ODJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATIOU 	 IMPORIANT ASSUMPTIONS
 

Program Goal or Sector Measures of Goal Achievement 	 Assuiptiuns for Achievement of Goal
 

Increased public exposures to GOE 1. Taxpayer awareness indicated by 1. TaIayer Awarehess: 1. Implicit taxation isieduced or 
expenditures through efficient 6 - Taxpayer willingness to file IIF bata o,nober ul new marie pqlic it. 
equitable taxation. - Decline intax retuin pictesL%. , lfr t '11 '.., ..,If ... li'.I . ... 'l,'. .,, ' r -. .! i'. it 

- larpoi awareres:. th t iel i1 . '. po1 a. . I iJoL ,,. ii t! bj.t I. 
taxes celates to level wl UUE . .. . ,. . !, ,.t er a ,-I i. 

expenditui es. ri:Jit;I i.,, ii ,tt'.la rise 1:1 

2. Ministry awareness PeasureI by . t r.er,til s: 

-	 WiiII ngness to publish roopreii,,- 11"V '11 pt ib,b-llI ki,1 vi. 
sive Ludget (including sabsidie, ul budilvtary-Discussion 

and delicit). 	 issues inpritit media.
 
- Nillingness to permit puLlic idxpayer Sur.-ys. 

opinion to shape the size and 
fore of the budget. 

BESTAVAILABLE COpy 
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mou"*o ...*s"Re.S** ... s**s*Cs-8SSS... ag .a ........ s. as...z.se~:.:. 


MAIJIE SUIMNARY OBJECTIVELY VERIFIABLE INDICAIGAS 


Pasect Purp0e Measures of Purpose Achievement 

Impreved efficiency of tax I. Principal tax instruments conform 
adulmlstratio asd equity Inthe to generally recognized standards 
incidence, assessaent and collection in the olloiutiag categoriesi 
I tes, a. Elliciency: 


- Tax collection compared to the 

cost ofcollection. 


- Reduction indocument 

processing time. 


h. Equity: 

- Equal treatment of individuals 


and fires equally circumstanced. 
- Improved tax incidence. 

c. Elasticityi 

- Responsiveness of tearevenue to 


changes intax base. ITax 

elasticity should he greater 

than zero.) 


A Ur 

d. Neutralilty 

Tax instruments should have 


minimum unintended distortion 

on individual and corporate
 
behavior.
 

2. HOF willingness and capability to 

seek and correct inefficiencies, 

inequities and distortions as they 

vrise due to changes Inthe 

Egyptian economy, 


WAIAU Administrative and Policy Analysis Unit 


........ .. n
. .Zs :s ... .. s......... ... .a.
.z 


IEANS OF VERIFICATION IMPORIANT ASSUMPTIONS
 

Assumption Related to Purpose
 

I. I.Consensus can be reached on the 
operational definition of
 
efficiency, equity and neutrality.
 

a. Elficiency: 2.the GOE will balance its need for 
illHOF Monitoring I Evaluation revenue against the other 
System Data oat principles of taxation. 
- expenditures t collections by 3.Necessary policy, legal and 

department I office. adainIstrative changes mill be 
- document processing time by enacted ina Ltmely eanner. 

department I office. 4.The demand for greater tax revenues 
12) Income Tax Department I APAU* mill be reduced by expenditure cuts 
analyses of effect ofpriolity and use ofuser lees where
 
review systems. appropriate.
 

b. Equity; 5. The GOE mill continue its emphasis 
- laxpayer surveys, on the growth of the private sector. 
- Analyses by APAU i Departments 
oftax incidence.
 

c. Elasticityi
 
Analyses by APAUI5 Departments
 
on effect of increased number of
 
income tax filers, companies
 
paying excise tax, and effect of
 
sales taxes as well as potential
 
of proposed additional taxes
 
(-L,.
Iproperty, estate, salesi.
 

d. Neutrality: 
- APAU analyses on tax incidence. 

- laxpayer surveys. 

2. HOF and USAID dogumetalion on
 
administrative changes made to
 
increase efficiency, progless on
 
implementing now systems, progress
 
on public agareness capaign, and
 
proposals made within 60E and to
 
Feople's Assembly,
 

http:as...z.se
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AIIYE SJ Y 
saasat-s.... -sa 

OBJECIIVELY VERIFIABLE INDICATORS 
s Es..s ... a ..........SB 

MEANS OF VERIFICATION 
.u. .......... ... a sOUss .............. 

IMPORTANT ASSUMPTIONS 
ss 

SSSSSSS~fSSS~~aussussaauuessua~n...m~,. ... mno.... as .......... S~SSWfS;s~ z.... *.aSUS.g.................. SSS 
ltpets Measures ofOutputs Achievement Assuiptions Related to Output 

I. A enacted body of legislatios, I.Revised tax las, HOF decrees and I.Policy Reforal I.Adequate GOE Budget as needed to 
policy statemet and adalmistrative tax departet's operations - USAIO and HOF documentation on implement changes on schedule.
 
procedures hich structures AS procedures musuals. 
 adm.istrative changes & GOE tax 2. Legislation necessary to change tax
 
sfficiest aid equitable tam system. 
 code. lIacan be processed through the
 

- Taxpayer Surveys. People's Assembly.
 
3.No exogeneous factors upset
 

2. Performance Nolitoriug Systen 2. Performance Monitoring System 2. NOV Performance Monitoring System: People's Assemly.
hich permits ongoing evaluation used for: - Reports, 4. No extieneous lactors upset

of the relative efficiency and - Evaluation of the relative 
 - Analyses. procurement, IA and training

performance at each level efficiency and performance at 
 schedule required to implement

Impartment and Office). 
 each level flept. I Office$, and changes according to the project's 

- Identilication Of problems for design.
 
analysis.
 

3. Ceprehensive in-service traising 3. Adequate staff and facilities to 3. Performance Monitoring System
 
systems in each of the principal train all new employees immediately reports indicating that employees
 
tat departments. upon entry. 
 Are lollosing new procedures and 

- Proper in-service training of all that elliciency has improved.
 
employees on new procedures
 
within the schedule set for
 
public implementation of the
 

new procedures.
 
- Adequate in-service skills
 

upgrading courses to support the
 
tax systems' responsibilities and
 
employee career development needs.
 

4. NIS Systes 4. HIS's capable of responding to 4. reports available on a timely
IllS 


- NlS' fuactioing in each of analytical and organizational basis. BSA4L.. 4 B Cop 
the principal tan departments, management needs. 

- A ministry side MIS which links 
the tax departments HIS's and the 

expenditures side of the mimistry. 

S. An operational national islorstionS. Public information readily 5. Taxpayer Surveys.
 
cmpaign related to taxes, available.

eapenditures and the budget.
 

........................... 
 .....................................................
 



SECTICN IX: ANNEX F
 

VEHICLE PROMRENT JUSTIFICATIN 

SUBJECT 

justification: Project Funded Vehicle Procurement 

REQUIRMENTS 

M.O. 5-8 requires that all proposed project-funded vehicle procurements be 

approved by IS/CMT in the project planning stage as required in M.O. 5-4. 

The Public Finance Adinistration Project (PFAP) (USAID Project No. 263-0209) 
requires procurement from U.S. sources of the following vehicles: 

QUANTITIY, TYPE AND PRICE 

4 utility vehicles similar or equivalent to Jeep Wagoneers, at an estimatea 
cost of $15,000 each, or a total of $60,000. 

PROPOSD USE
 

The four vehicles will only be used by the contract teams providing technical
 

services to the project. one vehicle will be used for the U.S. Customs team
 

as it is imperative that the team travel often Detween Cairo and Alexandria, 
as well as to various outstations and ports around the country. The U.S. 
custons team will also need the vehicle for travel within the Port of 
Alexandria, which is quite large, not well paved and does not provide adequate 

internal transportation. 

The second vehicle will be used by the Public Finance Advisory Team for 
visiting inconm tax and, later, excise tax sites around Egypt. The Tax 
Training Institutes are scattered around Egypt and will also be visitea by
 

these advisors.
 

The third vehicle will be used by the Incane Tax Advisory Team, which will 
need the vehicle for arranging conferences and for visiting outstations of 

incane tax offices.
 

The fourth vehicle will be usea by the Excise Tax Advisor for visiting excise 
and customs offices throughout Egypt. 

VEHICLE TYPE JUSHIFICATION
 

All of the vehicles must be large enough to carry passengers but sturdy enough 
to operate in poorly paved port areas and travel on unpaved or very rough 
roads in the hinter reaches of Egypt, where many of the incane tax, excise tax 
and customs operations are located.
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NAIRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS Of VERIFICATION INFORTANT ASSUMPTIONS
 

Inputs
 
............................................................................................................-----------------------------------------------


I.TA 

2.Commodities 


3.Training 

4.Evaluation/Conferences 

5.Other 


I.Counterpart Stall 


2.FacllitieslLogistics 


3. Training 


4.Publications 


5. Other 


AID: (11,200) 


$10,741 (913 PH) 

2,025 (ADP and other
 

related equipment)
 
740 (U.S. Training)
 
200
 

2,494 (inllation and other
 

misc. contingencies)
 

6OE: (In-kind contribution 

estimated at LE 9,957,1271
 

400 ADP and other it&l 


directly working on project
 

elements (est. LE 3,106,6401
 
Office space, training centers,
 
ADP, furnishings, utilities,
 
etc. lest. LE 1,540,000)
 
In-house training, support
 
for AOP, MIS, other
 
lest. LE 2,970,000)
 
Printing of manuals, MIS
 
information, etc. lest. LE 586,000)
 
Inflation, misc. (est. LE 654,487)
 

AID:
 

Project tiles,
site visits.
 

GOE: GOE:
 

Site visits. Funding commitments
 
manin ited.
 

................................................----------------------------------------------------
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OF OBJECTIVELY VERIFIAILE INDICATORS AT THE END OF PHASE 1:
ITATI1 


M1'qI 


Tasfrayer awareness will be measured 
through surveys by 
- Response to field testing of more 

efficient systems. 
- leation to proposed tas policy 

reforms. 

Ministry awareness will be measured 

by willingness to publish budget. 


PURPOSEs 


Efficiency: 
The Performance Monitoring System will 
increase departments' awArness of 
their efficiency measured by the ratio 
of collections to costs. The system 
will provide a baseline, track 

improvisnts, and allow comparison 

of standard and new procedures being 

field tested. 


Equity: 

Analyses of equity and tax incidence 

will reveal biases incurrent system 


and provide basis proposed policy 

reforms.
 
Additional measureable outputs will 

depend on administrative reforms 

implementtd during Phase I. 


OUTPUTS: 


I. Proposed body of legislation, 

policy and administrative changes to 

be enacted with a prioritlized 

implementation plan. 


2. Functioning Performance Monitoring
 
System that provides baseline infor-

mation and documents progress to date. 


3. Completion of needs assessment and 


training plans. Design and implemen-

tation of inital program. System for 

evaluating training irpact and aiinual
 

plan up-date inplace. 


system completed.
 
Testing and training of personnel
 
underway.
 

4. Design of IllS 


Inputs (AIDI (000) 

- Technical Assistance 64,567 
- Commodities 912 
- Training 335 
- Conferences and Evaluation 110 
- Contingency 977 

$6,901
 
Inputs (GOEl
 
- Stall LE 527
 
- Training 520 

- Logistics 437 
- Contingency 126 

LE l,6l9
 

No measureable results are expected in 5. Public awareness campaign designed,
 

the areas of elasticity and field tested and recommended.
 
neutrality until the full package of
 
of administrative and policy reforms are6. Special studies on estate and
 

implemented during Phase II. property taxes completed.
 



SECMIONIX: AMNEC " 

Public Finance Administration II
 

Project (263-0209)
 

5C(2) - PROJECT CHECKLIST
 

Listed below are statutory criteria applicable
 
to projects. This section is divided into two
 

Pact h includes criteria applicable to
parts. 

Part B applies to projects funde8
all 	projects. 


B(l) applies to all
from specific sources only: 
projects funded with Development Assistance;
 

B(2) applies to projects funded from Development
 
and B(3) applies to projects
Asistance loans: 


funded from ESF.
 

IS COUNTRY CHECKLIST UP TO
 CRO66 REFERENCES: 

DATE? HAS STANDARD ITEM
 
CHECKLIST BEEN REVIEWED FOR
 

THIS PROJECT?
 

A. GENERAL CRITERIA FOR PROJECT
 

1. 	FY 1987 Continuin Rejsolution Sec. 523; 


FAA Sec. 634A. Describe how 

authorization and appropriations 

committees of Senate and House have 


will be notified concerning
been or 

the project. 


Congressional committees wil
 
be notified in accordance
 
with regular Agency
 
procedures. No funds will h
 

obligated for the Project
 
until AID/W notifies
 
USAID/Egypt that the CN
 

2. 	FAA Sec. 61(a(l). Prior to obligation waiting period has expired.
 

in excess of $500.000. will there be
 
or other plans
(a) 	engineering, financial 


necessary to carry out the assistance. (a) Yes
 

and (b) a reasonably firm estimate of the(b) Yes
 

the 	U.S. of the assistance?
cost to 


3. 	FAA Sec 611(a)(2). If legislative 
action is required within recipient 
country, what is basis for reasonable 
expectation that such action will b*._ 

completed in time to permit orderly 

accomplishment of purpose of the 

arsistance?
 

4. 	FAA Sec. 611(bi: FTY197 Continuina 


All international agreements
 
must be ratified by the
 
People's Ass-.mbly. In the
 
past, the Assembly has
 
ratified all grant
 
agreements in a timely mann,
 

N/A
 
Sc. 501. If project is forResolution 

resource
water or water-related land 

costs
construction, have benefits and 


been computed to the extent practicable
 
in accordance with the principles.
 
standards, and procedures established
 
pursuant to the Water Resources Planning
 

Act (42 U.S.C. 1962. 1 Pa.)? (See
 
A.I.D. H55d1oK 3 fo9 gu idolines.)
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5. 	 FAA SOc. 611(e). If project is capital Yes; see Annex VII
 

assistance (e.g.. construction), and
 
total U.S. assistance for it will exceed
 

$1 million, has Mission Director
 
cectified and Regional Assistant
 
Administato!: taken into consideration
 
the country's capability effectively to
 

maintain and utilize the project?
 

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

encourage regional development programs.
 

7. 	 FAA Sec. 601(a). Information and (a) Yes
 
conclusions on whether projects will (b) Yes
 
encourage efforts of the country to: (c) Yes
 
(a) increase the flow of international (d) Yes
 
trade; (b) foster private initiative and (e) Yes
 
competition; (c) encourage development (f) Yes; the relevance of
 

and use of cooperatives, credit unions, this project to the
 

and savingt and loan associations; foregoing issues is indicate
 
(d) 	discourage monopolistic practices; in the Project Paper
 
(e) improve technical efficiency of
 

industry, agriculture and commerce; and
 

(f) 	strengthen free labor unions.
 

8. 	FAA Sec. 601(b). Information and Private enterprise in the
 
conclusions on how project will encourage United States will obtain
 
U.S. private trade and investment abroad increased export and
 
and encourage private U.S. participation investment opportunities
 
in foreign assistance programs (includingas a result of the Project.
 
use of private trade channels and the
 
services of U.S. private enterprise).
 

9. 	FAA Sees. 612(b), 636(h). Describe StePSGOE-provided local currency
 
taken to assure that, to the maximum 	 will be utilized for
 

extent possible, the country is 	 domestic training and
 

contributing local currencies to meet..tdedevelopment of operational
 
cost of contractual and other services, facilities. Where AID is
 

and foreign currencies owned by the U.S. financing local currency
 
are utilized in lieu of dollars. 	 costs, AID-owned local
 

currency will be used in lif
 
10. 	FAA Sec. 612(d). Does the U.S. own of dollars.
 

excess foreign currency of the country
 
and, if so. what arrangements have been No.
 
made for its release?
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12.F1 1987 Continuing Resolution Sec. 521. N/A
 
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 assistahce likely to cause
 
substantial injury to U.S. producers of
 
the same, similar ok competing commodity?
 

124 I.Y 1987 Continuina Resolution See. 558 N/A
 
(as interpreted by conference report).
 
If assistance is for agricultural
 
development activities (specifically, any
 
testing or breeding feasibility study,
 
variety improvement or introduction,
 
consultancy. publication, conference, or
 
training), are such activities (a)
 
specifically and principally designed to
 
increase agricultural exports by the host
 
country to a country other than the
 
United States. where the export would
 
lead to direct competition in that third
 
country with exports of a similar
 
commodity grown or produced in the United
 
States, and can the activities reasonably
 
be expected to cause substantial injury
 
to U.S. exporters of a similar
 
agricultural commodity; or (b) in support
 
of research that is intended primarily to
 
benefit U.S. producers?
 

13. FY 1987 Continuing Resolution Sec. 559. N/A
 
Will the assistance (except for programs
 
in Caribbean Basin Initiative countries
 
under U.S. Tariff Schedule NSection 807.N
 
which allows reduced tariffs on articles
 
assembled abroad from U.S.-made
 
components) be used directly to procure
 
feasibility studies. prefeasibility
 
studies, or project profiles of potential
 
investment in. or to assist the
 
establishment of facilities specifically
designed for, the manufacture for export
 
to the United States or to third country
 
markets in direct competition with U.S.
 
exports, of textiles, apparel, footwear.
 
handbags, flat goods (such as wallets or
 
coin purses worn on the person), work
 
gloves or leather wearing apparel?
 



- 4 

14. 	FAA SeC, 118(c). Does the assistance Yes, see Project Paper 

comply with the environmental procedures Environmental Analysis 

set forth in A.I.D. Regulation 16? Does Section. Since the purpose 
the assistance place a high priority on of this project is to provide 
conservation and sustainable management technical assistance in the 

of tropical forests? Specifically, does area of fiscal administration
 
the 	assistance, to the fullest extent and policy, none of its
 

feasible: (a) stress the importance of activities relate to
 

conserving and sustaihably managing management of tropical
 

forest resources; (b) support activitieb forests.
 

which offer employment and income
 
alternatives to those who otherwise
 

would cause destruction and loss of
 
forests. and help countries identify
 
and implement alternatives to colonizing
 
forested areas; (c) support training
 
programs, educational efforts. and the
 

establishment or strengthening of
 

institutions to improve forest
 
management; (d) help end destructive
 
slash-and-burn agriculture by supporting
 
stable and productive farming practices;
 

(e) help conserve forests which have not
 

yet been degraded. by helping to increase
 
production on lands already cleared or
 

degraded; (f) conserve forested
 
watersheds and rehabilitate those which
 

have been deforested; (g) support
 
training, research, and other actions
 
which lead to sustainable and more
 
environmentally sound practices for
 
timber harvesting, removal. and
 

processing; (h) support research to
 
expand knowledge of tropical forests
 
and identify alternatives which will
 

prevent forest destruction, loss, or
 
degradation; (i) conserve biological
 
diversity in forest areas by supporting
 
efforts to identify, establish, and
 
maintain a representative network of
 
protected tropical forest ecosystems
 
on a worldwide basis, by making the
 
establishment of protected areas a
 
condition of support for activities
 
involving forest clearance or
 
degradation, and by helping to identify
 
tropical forest ecosystems and species
 

in need of protection and establish and
 
maintain appropriate protected areas;
 

M) seek to increase the awareness of
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U.S. government agencies and other donors
 
of the immediate and long-term value of
 
tropical forests; and (k) utilize the
 
resources and abilities of all relevant
 
U.S. government agencies?
 

15. 	FAA Sec. 119(a)(4)-(6). Will the Since the purpose of this
 
assistance (a) support training and project is to provide
 
education efforts which improve the technical assistance in the
 
capacity of recipient countries to area of fiscal administration
 
prevent loss of biological diversity: and policy, none of the
 
(b) be provided under a long-term issues referred to are
 
agreement in which the recipient country addressed by this project.
 
agrees to protect ecosystems or other
 
wildlife habitats; (c) support efforts
 
to identify and survey ecosystems in
 
recipient countries worthy of
 
protection: or (d) by any direct or
 
indirect means significantly degrade
 
national parks or similar protected areas
 
or introduce exotic plants or animals
 
into such areas?
 

16. 	FAA 121(d). If a Sahel project. has a N/A
 
determination been made that the host
 
government has an adequate sysem for
 
accounting for and controlling receipt
 
and expenditure of proiect funds (either
 
dollars or local currency generated
 
therefrom)?
 

17. 	FY 1987 Continuing Resolution Sec. 532. No.
 
Is disbursement of the assistance
 
conditioned solely on the basis of the
 
policies of any multilateral institution?
 

B. FUNlING CR!ZKI 1!02 PROJECT
 

1. 	2Pgy.si r _ vsistance Proiect Criteria,
 

a. 	FAA Secs. 102(b), 111, 113, 281(a). N/A
 
Describe 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.
 
dispersing investment from cities
 
to small towns and rural areas, and
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insuring wide participation of the poor
 
in the benefits of development on a
 
sustained basis, using 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 govertmental
 
institutions; (c) support the self-help
 
efforts of developing countries; (d)
 
promote the participation of women in thk
 
national economies of developing
 
countrieE and the improvement of women's
 
status; and (e) utilize and encourage
 
regional cooperation by developing
 
countries.
 

b. 	FAA Secs. 103. 103A. 104, 105, 106, N/A
 
120-21. Does the project fit the
 
criteria for the source of funds
 
(functional account) being used?
 

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

d. 	FAA Secs. 110, 124(d). Will the N/A
 
recipient country provide at least
 
25 percent of the costs of the program,
 
project. or activity with respect to whch
 
the assistance is to be furnished (or is
 
the latter cost-sharing requirement being
 
waived for a "relatively least developed"
 
country)?
 

e. 	FAA Sec. 128(b). If the activity N/A
 
attempts to increase the institutionial
 
capabilities of private organizations or
 
the 	government of the country, or if it
 
attempts to stimulate scientific and
 
technological research, has it been
 
designed and will it be monitored to
 
ensure that the ultimate beneficiaries
 
are the poor majority?
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f. 	FAA Sec, 281(b). Describe extent to N/A
 
which program recognizes the particular
 
needs, desires, and capacities of the
 
people of the country; utilizes the
 
country's intellectual resources to
 
encourage institutional development; and
 
supports civil education and training in
 
skills required or effective
 
participation in governmental processes
 
essential to self-government.
 

g. 	FY 1987 Continuing Resolution Sec. 540. N/A
 
Are any of the funds to be used for the
 
performance of abortions as a method of
 
family planning or to motivate or coerce
 
any person to practice abortions?
 

Are 	any of the funds to be used to pay
 
for 	the performance of involuntary
 
sterilization as a method of family
 
planning or to coerce or provide any
 
financial incentive to any prson to
 
undergo sterilizations?
 

Are 	any of the funds to be used to pay
 
for any biomedical research which
 
relates, in whole or in part. to methods
 
of, or the performance of, abortions or
 
involuntary sterilization as a means of
 
family planning?
 

h. 	FY 1987 Continuing Resolution. Is the N/A
 
assistance being made available to any
 
organization or program which has been
 
determined to support or participate in
 
the management of a program of coercive
 
abortion or involuntary sterilization?
 

If assistance is from the population
 
functional account, are any of the funds
 
to be made available to voluntary family
 
planning projects which do not offer,
 
either directly or through referral to or
 
information about access to. a broad
 
range of family planning methods and
 
services?
 

FAA Sec. 601(e). Will the project N/A
 
utilize competitive selection procedures
 
for the awarding of contracts, except
 
where applicable procurement rules allow
 
otherwiso?
 



]. 	ry 1987 Continuing Resolution. HOw much N/A
 

of the funds will be available only for
 

activities o6' 4conomically and socially
 

disadvantaged enterprises. historically
 
black colleges and universities, and
 

private and voluntary organizations which
 

are controlled by individuals who are
 
or
black Americans. Hispanic Americans, 


who are economically
Native Americans. or 

or socially disadvantaged (including
 

women)?
 

the 	assistance N/A

k. 	FAA Sec. 118(c)(13). If 


will support a program or project
 

significantly affecting tropical forests
 

(including projects involving the
 

exotic plant species). will
planting of 

the program or project (a) be based upon
 

careful analysis of the alternatives
 

available to achieve the best sustainable
 

use of the land, and (b) take full.
 

account of the environmental impacts of
 

the proposed activities on biological
 

diversity?
 

1. 	FAA Sec. 118(c)(14). Will assistance N/A
 

be 	used for (a) the procurement or use
 
an
of logging equipment. unless 


environmental ascessment indicates that
 

all timber harvesting operations involved
 

will be conducted in an environmentally
 

sound manner and that the proposed
 

activity will produce positive economic
 

benefits and sustainable forest
 
or (b) actions which
management systems; 


or
significantly degrade national parks 

areas which contain
similar protected 


tropical torests. or introduce exotic
 

plants or animals into such areas?
 

a, 	 FAA Sa.,118(c)15). Will assistane- be N/A 

used for (a) activities whibh would 

result in the conversion of forest lohds 

to the rearing of-livestocK; (b) the 
maintenance
construction. upgrading. or 


of roads (including temporary haul rbads
 

for logging or other extractive
 
industries) which pass through relatively
 

undegraded forest lands; (c) the
 
forest lands; or (d) the
colonization of 


or other water
construction of dams 
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control structures which flood relatively
 
undegraded forest lands, unless with
 
respect to each such activity an
 
environmental assessment indicates that
 
the activity will contribute
 
significantly and directly to improving
 
the livelihood of the rural poor and will
 
be conducted in an environmentally sound
 
manner which supports sustainable
 
development?
 

2. Development Assistance Project Criteria
 
(Loans Only)
 

a. 	FAA Sec. 122(b). Information and N/A
 
conclusion on capacity of the country to
 
repay the loan at a reasonable rate of
 
interest.
 

b. 	FAA Sec. 620(d). If assistance is for N/A
 
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 percent of the enterprise's annual
 
production during the life of the loan.
 
or has the requirement to enter into such
 
an agreement been waived by the President
 
because of a national security interest?
 

c. 	 FY 1987 Continuing Resolution. If for a N/A
 
loan to a private sector institution from
 
funds made available to carry out the
 
provisions of FAA Sections 103 through
 
106, will loan be provided, to the
 
maximum extent practicable, at or near
 
the prevailing interest rate paid on
 
Treasury obligations of similar maturity
 
at the time of obligating such funds?
 

d. 	FAA Sec. 122(b). Does the activity N/A
 
give reasonable promise of assisting
 
long-range plans and programs designed
 
to develop economic resources and
 
increase productive capacities?
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3. Economic SuDort Fund Ptolect Criteria
 

Yes.

Will this assistance 
FAA Sec. 531(a).
a. 


promote economic and political
 
To the maximum extent
stability? 


feasible, is this assistance consistent
 

with the policy directions, purposes, and
 
the FAA?
programs of Part I of 


Will this assistance be No.
 FAA Sec. 531(e).
b. 

used for military or paramilitary
 

purposes?
 

Will ESF funds No.

1985 Sec. 207.
c. ISDCA of 


be used to finance the construction,
 
operation or maintenance of. or the
 

a nuclear
supplying of fuel for, 

so, has the President
facility? If 

such country is a party to
certified that 


the Treaty on the Non-Proliferation 
of
 

or the Treaty for the
Nuclear Weapons 

in Latin
Prohibition of Nuclear Weapons 


Tlatelolco"),
America (the "Treaty of 


cooperates fully with the IAEA. and
 

pursues nonproliferation policies
 

consistent with those of the United
 

States?
 

to be N/A
If commodities are 
d. FAA Sec. 609. 

accrue
that sale proceeds will
granted so 


to the recipient country, have Special
 

Account (counterpart) arrangements 
been
 

made?
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5C(3) - STANDARD ITEM CHECKLIST
 

Listedbelow 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(a). Are there arrangements Yes; announcements of
 
to permit U.S. small business to procurements will be
 
participate equitably in the furnishing published in the AID Bulletix
 

and 	the CBD and awarded
of commodities and services financed? 

competitively.
 

2. 	 FAA Sec. 604(a). Will all procurement be
 

from the U.S. except as otherwise 
 Yes.
 

under
determined by the President or 


delegation from him?
 

3. 	 FAA Sec. 604(d). If the cooperating
 
N/A
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?
 

4. 	 FAA Sec. 604(e): ISDCA of 1980 Sec.
 
705(a). If non-U.S. procurement of N/A
 

agricultural commodity or product thereof
 

is to be financed. is there provision
 
against such procurement when the
 

domestic price of such commodity is less
 

than parity? (Exception where commod-i-ty
 

financed could not reasonably be procured
 
in U.S.)
 

5. 	 FAA Sec. 604(c). Will construction or N/A
 
engineering services be procured from
 

firms of advanced developing countries
 
which are otherwise eligible under Code
 

941 and which have attained a competitive
 
capability in international markets in
 

one 	of these areas? (Exception for those
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countries which receive direct economic
 
assistance under the FAA and 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 No.
 
from compliance with the requirement in
 

section 901(b) of the Merchant Marine Act
 

of 1936. as amended, that at least
 

50 percent of the gross tonnage of
 
dry
commodities (computed separately for 


bulk carriers, dry cargo liners, and
 

tankers) financed shall be transported on
 

privately owned U.S. flag commercial
 

vessels to the extent 	 are
such vessels 

available at fair and reasonable rates?
 

e s "
 

7. 	 FAA Sec. 6
2 1(a). If technical assistanceY
 

financed, will such assistance be Yes.

is 

furnished by private enterprise on a
 

contract basis 
to the fullest extent
 

practicable? will the facilities and
 

resources of other Federal agencies be
 

utilized, when they are particularly
 
suitable. not competitive with private
 

enterprise, and made available without
 

undue interference with domestic programs?
 

S. 	 International Air Transportation Fair Yes.
 
If air
Competitive Practices Act, 1974. 


transportation of persons or property is
 

financed on grant basis, will U.S.
 

carriers be used to the extent such
 
service is available?
 

9. 	FY 1987 Continuing Resolution Sec. 504. Such a provision will be
 
If the U.S. Government is a party to a included in any direct
 
contract for procurement, does the AID contract.
 

contract contain a provision authorizing
 
termination of such contract 
for the
 
convenience of the United States?
 

10. 	FY 1987 Continuing Resolution Sec. 524. Yes.
 
If assistance is for consulting service
 

through procurement contract pursuant to
 
5 U.S.C. 3109, are contract expenditures
 
a matter of public record and available
 
for public inspection (unless otherwise
 
provided by law or Executive order)?
 

I. 



" 13 "
 

B. 	CONSTRUCTION
 

1. 	FAA Sec, 601(d). If capital (0.0., N/A; this is not a
 
construction) project, will U.S. construction project.

engineering and professional services be
 
used?
 

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

3. 	FAA Sec. 620(k). If for construction of N/A
 
productive enterprise, will aggregate
 
value of assistance to be furnished by
 
the U.S. not exceed $100 million (except
 
for productive enterprises in Egypt that
 
were described in the CP). or does
 
assistance have the express approval of
 
Congress?
 

C. 	OTHER RESTRICTIONS
 

1. 	FAA Sec. 122(b). If development loan N/A
 
repayable in dollars. is interest rate at
 
least 2 percent per annum during a grace
 
period which is not to exceed ten years,
 
and at least 3 percent per annum
 
thereafter?
 

2. 	FAA Sec. 301(d). If fund Is established N/A
 
solely by U.S. contributions an6
 
administered by an internationi
 
organization, does Comptro1't ucieral
 
have audit rights?
 

3. 	FAA Sec. 620(h). Do arrangements exist Yes; procurements will be
 
to insure that United States foreign,aid limited to authorized sourc
 
is not used in a manner which, contrary countries and commingling
 
to the best interests of the United will not be permitted.
 
States, promotes or assists the foreign
 
aid projects or activities of the
 
Communist-bloc countries?
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4. 	Will arrangements preclude use of The Grant Agreement will
 
financing: provide that funds provided


by such agreement can only
 
a. 	FAA Sec. 104(f): FY 1987 Continuing be used for the specific 

Resolution Sacs. 525. 540. (1) To purposes set forth in the 
pay for performance of abortions as Grant Agreement. The 
a method of family planning or tO prohibited uses lited in 
motivate or coerce persons to paragraphs a through 1 will 
practice abortions; (2) to pay for not be permitted by the
 
performance of involuntary Grant Agreement.
 
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; or (4) to lobby
 
for abortion?
 

b. 	 FAA Sec. 483. To make reimburse
bursements. in the form of cash
 
payments, to persons whose illicit
 
drug crops are eradicated?
 

c. 	 FAA Sec. 620(Q). To compensate
 
owners for expropriated or
 
nationalized property, except to
 
compensate foreign nationals in
 
accordance with a land reform program
 
certified by the President?
 

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

e. 	 FAA Sec. 662. For CIA activities?
 

f. 	 FAA Sec. 636(1). For purchase, sa-le,
 
long-term lease. *xchange or guaranty
 
of the sale of motor vehicles
 
manufactured outsidz U.S., unless a
 
waiver is obtained?
 

g. 	FY 1987 Continuing Resolution Sec.
 
,VA.To pay pensions, annuities,
 
retirement pay, or adjusted service
 
compensation for military personnel?
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h. 	FY 1957 Continuina BiolItion Sec. 505.
 
To pay U.N. assessments. arrearages or
 
dues?
 

i. 	 rY 1987 Continuing Resolution Sec. 506.
 
To carry out provisions of FAA section
 
209(d) (transfer of FAA funds to
 
multilateral organizations for lending)?
 

J. 	FY 1987 Continuing Resolution Sec. 510.
 
To finance the export of nuclear
 
equipment. fuel, or technology?
 

k. 	 FY 1987 Continuing Resolution Sec. 511.
 
For the purpose of aiding the efforts of
 
the government of such country to repress
 

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

1. 	FY 1986 Continuinq Resolution Sec. 516.
 
To be used for publicity or propaganda
 
purposes within U.S. not authorized by
 
Congress?
 

lfiore
Rectangle
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CANNEX 


Fl/"ARAB REPUBLIC OF EGYPT /5 
MINISTRY OF INTERNATIONAL COOPERATION 

DEPARTMENT FOR ECONOMIC COOPERATION 

WITH U. S. A ACTION ,&Ot ----- _ 

oafs 

Nov. , 987 . 

Mr. George Laudato 87 A 
Acting Director 
USAID / C 

Sub. Eublic Finance Administration 

Projet Paper 263-0209 

Dear Mr. Laudato:
 

We are writing this letter to request USAID's assistance
 
in the amount of $16.2 million to start our mutual financing
 
of the Public Finance Administration Project. This amount
 
covers life of project obligations. The GOE contribution is
 
the equivalent of $4,026,000 over life of project. 

The purpose of the project is to improve the efficiency
 
of tax administration and to maintain equity in the assessment
 
and collection of taxes.
 

The project will be implemented ir'2 phases and is divid
ed into 4 Components - Administrative and Policy Analysis com
ponent, the Income Tax Administration Component, the Customs 
Administration Component and the Excise Taxation Component. 

Your assistance in obtaining the amount requested to
 

start this important activity will be greatly appreciated.
 

Best regards.
 

Sincerely yours,

.Jt ,J/.L.. , - , ,.. •-

Ahmad Abdel Salam ZaKi
 
Administrator.
 

6)4



SECTICNIX: ANNEX E
 

MINORITY C3TACTING ASESSMET
 

Procurement under the project will consist of technical services, training and 
conodities. Part of the project's technical services and training will be 
providea under a PASA with the U.S. Customs Service. The balance of technical 
services, training and commodities will be provided by a separate contractor 
(the "prime' contractor), provably a university or private consulting firm. 

The tednical services and training that will be provided by the prime 
cLntractor will be of a very complicated nature, requiring experience in 
research, overseas training, management specialties, public finance, A1P and 
MIS. The technical services ana training capacity may not be of a nature that 
can readily be provided by an 8(a) firm-" however, the prim contractor will be 
encouraged to sub-contract to target groups.
 

Commodities under the project, procured by the prime contractor, will be 
procured by a Purchasing Service Agent (PSA) as a sub-contractor to the prime 
contractor. There are 8(a) firms that could possibly provide this service. 
We intena to recommend that the prime contractor award the PSA sub-contract to 
a qualified Gray Amendment firm.
 



SOCTIONIX: ANNEX G
 

PASA JUSrIFICATICN 

The following discussion justifies A.I.D. procurement of technical services 
and training under the Public Finance Administration Project (PFAP) through a 
PASA with the U.S. Customs Service (USCS). 

Discussion 
The teinical services and training that USCS will provide under the project 
include two long-term resident advisors and observational training tours at 
uScS sites ana facilities in the U.S. The technical services will be in the 
areas of classification and valuation of imported goods subject to duty, 
streamlining of Egyptian Custans procedures and operations, preparation of a 
national customs procedures manual, and assistance in the establishment of a 
National Custans Training Institute. 

Training that the resident advisors and short-term advisors will impart to 
Egyptian Custons officials will include in-country training in the areas of 
classification and valuation, import specialties, and custams procedures and 
operations. U.S. training provided by USCS will mostly consist of 
observational toirs for mid- to upper management Egyptian Customs officials at 
USCS facilities and operations. 

USCS is uniquely qualified to provide the above discussea tedhnical services 
and training. The area of customs operations is not sufficiently attractive 
that private sector firms have developec any expertise in this area. Training 
facilities in the U.S., especially those that will serve for observation tour 
sites, are run by USCS and will prove very worthwhile in meeting project 
objectives. 

UsCS has an international program that specializes in this type of technical 
assistance and training. Currently USCS provides similar assistance in other 
countries, such as Saudi Arabia and Liberia. Discussions with USCS indicate 
that this PASA would not interfere with its abilities to carry out its 
danestic programs. 

In sum: keeping within the guidelines of FAA Section 621(a), which authorizes 
an exception to OM Circular A-76, a PASA with USCS is justified based on the 
following considerations: 

T.e services desired mostly consist of technical assistance, and 
only to a limited degree do they consist of U.S. training. 

USCS is uniquely qualified to carry out the technical assistance and 
training activities. 

The furnishing by USCS of its services to the Project will not 
unduly interfeze with USCS's domestic program. 

If use of the USCS under a PASA is approved, a PIO/T will be 
prepared, in accordance with the provisions of Handbook 12, Section 
lB2c, for signature by the Missicn. Dizector. 
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CERTIPICAT ICN 

According to OUID Mission Order 5-8 the COE must certify that it is able to 
fully support, monitor and ontrol the vehicles. However, since the vehicles 
will only be used by the contract teams the need for (GEcertification is 
oviated. 

The maintenance and repair for each of the vehicles will be the responsibility 
of each of the team leaders. Such a requirement will be incorporated directly 
in their individual scopes of work. Maintenance facilities are available in 
the country at privately owned service and repair stations. Cnly licensed 
drivers on the contract teams will be permitted to drive the vehicles. 



Certification Pursuant to Section 
611 (e) of FAA 1961 as Amended 

Background
 

This project is being authorized with the goal of improving the 
Egyptian Government's public finance administration and policy
 
analysis so as to ensure greater equity without creating undue 
economic disincentives. The purpose of the project is to
 
institutionalize policy analysis and upgrade administrative
 
capacity of the Income Tax, Customs and Excise Tax Departments,
 
through technical assistance, training and commodities.
 

By far the principal component is policy analysis and its
 
Of
institutionalization within the Ministry of Finance. 


secondary importance is the ADP systems and other administrative
 
improvements, brought about through technical assistance and
 
training in the Tax, Excise and Customs Departments.
 

The physical capital assistance provided by the project will be
 
primarily computers and computer peripherals. 

Under the lead-on project, Tax Administration Project (TAP), 
computers and peripherals were installed in the Ministry of
 
Finance for use of the Income Tax Department. These computers 
are being maintained, are operating on double shifts, and
 
represent a very valuable contribution of the TAP.
 

Certification
 

Consequently, I, Marshall Brown, Director, the principal officer
 
of the Agency for International Development in Egypt, having
 
taken into account, among other things, the maintenance and
 
utilization of projects in Egypt previously financed or assisted
 
by the United States and technical assistance and training
 
planned under this project do hereby certify that in my
 
judgement Egypt has both the financial capability and human
 
resources to effectively install, maintain and utilize the
 
capital assistance to be provided to the Ministry of Finance
 
under the Public Finance Administration Project.
 

Marshall Brown
 

Date:
 



SECTICzNIX: ANNEX 1.1 

TECHNICAL AND ADMINISTRATIVE ANALYSIS 

I. General Issues
 

The various tax departments 
 -- i.e., income, custons, excise and real estate- constitute separate entities within the Ministry of Finance. Each reportsto the Minister through its Commissioner or Unersecretary. The taxation sideof the Ministry is large, enploying over 50,000 individuals. Responsibilityto assess and collect the principal taxes is generally decentralized in branchoffices or at ports of entry. 

The key technical and management issues relate to weaknesses in the flow ofinformation, standardization of procedures, internal monitoring and controls,and delegation of authority. Another serious barrier in the system is thelack of salary/incentives to encourage improved performance.
 

The present tax departments have grown 
 physically ana geographically withoutcommensurate changes in management structures, communication systens anamanagement information systems. As noted in the discussion on Policy anaAdministrative Analysis (Component A above) generally: 

- directives flow from the center with the expectation that they will beunderstood and followed at the far reaches of the system. 

- The information chain is prone to breakage ana those below the break neverhear the orders. 

- Internal controls and follow-up are not well developed, information gapsand misunderstandings at branch offices are not quickly spottea ana 
corrected. 

- Those who aisagree with an order ignore it with impunity for long perioas
of time. 

- There is virtually no management information on the activities andperformance of the tax system and its employees. 

- Information provided to senior officials through the chain of cammana canbe managed, limiting jiagement's knowledge of the system's performance. 
- Department-specific technical and management concerns to be aaaressea by

the project include: 

(<-/ 
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The Custons Department has also been saddled with procedures related more to 
currency control than import control. Consequently, a good deal of effort is 
spent reviewing a variety of bank documents which trace the movement of the 
currency which paid for the imports. Similarly, the inporter spends a good 
deal of time arranging for the proper documents and clearing them through the 
right personnel. 

c. Excise Tax Administration 

In Excise Taxation, the procedures require a weekly visit to a company by the 
excise tax assessor. There has been no automation of the assessment and 
collection process. The staff demanas of this effort has forced the 
department to delay implementing a comprehensive sales tax and has restricted 
the base of the current excise tax to slightly over 150 items. 

2. Interventions Planned to Address Issues 

The project will address the management and administrative weaknesses through 
extensive training, development of manuals and handbooks and very irortantly 
coordinated management information systems linking all departments to the 
central administration. The project structure also provides for management 
and operational issues to be analyzed by the Policy and Administrative 
Analysis unit and research and studies undertaken leading to new directives, 
training and revised handbook information disseminated to all offices. 
Standardization and sinplification of the tax system should provide for 
efficiencies, elimination of abuses and clarification of the law and 
procedures for taxpayers as well as the Ministry personnel. Planned technical 
assistance, training and other support provided under the program are all 
appropriate to address the major issues already identified. The Policy and 
Administrative Analysis Unit early-on will need to develop a revised policy to 
address the important issue of salary incentives for performance. 



SCTIN IX: ANNE 1.2 

FINACIAL ANALYSIS 

The project life is proposed for six years. Total funding is budgetea at 
$22,226,000. USAID'S grant-funded contributions will be $16,200,000, of which 
an estimated $1,504,000 will be in local currency costs; the GOE's in kind 
contribution is $4,025,000 (LE equivalent). Project elements for financial 
reporting under Mission Accounting and Control System (MACS) will be four 
elements: Mobilization Team, Prime Contractor Technical Services; PASA 
Services; and Evaluation. 

A. GOE CONTRIBUTICN
 

The GOE counterpart contribution is made up of pro3ect-related operations, 
support, staff, facilities, commodities, and office and secretarial support 
for the technical advisory teams. The GOE's in-kina contribution represents 
20 percent of total project costs. There is no cash contribution. Other 
indirect in kind (DE support, e.g., support personnel, facilities ana 
logistical support can only be estimated at $6,000,000 (LE equivelant). 

GOE contributions as discussed above are suwmarizea in the attachea table. 
Although the project design has not devised a method for tracking GOE 
contributions this will be a concern of the project officer. Details of 
A.I.D. requirements for tracking of GOE counterpart contributions will be 
included in PIL #1, and reference to the tracking of these contributions will 
be made as a covenant in the project agreement. 

Recurrent Costs 

Support and recurrent costs of the project are primarily in the establishment 
and maintenance of training and computer facilities. These costs will be 
offset by increased efficiency of tax aaministration which will also impact on 
revenues. The ADP and National Tax Training Institutes now have their own 
annual operating budgets and are independently responsible for bugeting ana 
expenditures subject to an annual review by the Ministry. 

No aaditional personnel are to be aaded to the MVF organizations. New 
positions created in policy, ADP, MIS and training areas will be recruited 
from internal staff. The added ouroen of promotions will be nominal. 

The recurrent costs that the GOE will face in maintaining these systems will 
be relatively high. However, substantial benefits are expected to accrue as a 
result of greater administrative efficiency gained through imroved training, 
management and ADP systems. The Monitoring ana Evaluation Plan establisnes a 
mechanism for t~sting the relative efficiency and cost effectiveness of 
project policy and aaninistrative changes. The GOE will, it is assumed, make 
aecisions for change based on the likelihood of increased efficiency. Because 
of the establishment of the basis for an infomed, etficiency-orientea 
decision making process, it is assumed that only policy changes that are more 
efficient and therefore greater revenue producers will be implemented. 
Therefore, after termination of AID's project funding it is anticipated that 
the Ministry of Finance will neea no further outside financing beyona normal 
GOE budget appropriations. Estimated annual post-project recurrent costs that 
this the GOE will incur are: 
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1. Training of 200 employees per year LE 400,000.00
2. TTIs, NL'I, facilities(O&M) 350,000.00
3. ADP training of 50 enployees p.a. 150,000.00
4. AlP general maintenance (4 systems) 100,000.00
5. ADP systems maintenance contractors 400,000.00 
6. ADP incentive pay (180 workers
 

@ LE 300.00 pJm.) 648,000.00

7. other (warehousing, supplies, etc) 200,000.00


TOTAL LE 2,248,000.00 

B. AID CONTRIBUTION
 

(see attached budget tables for A.I.D. contributions)
 

Financing will provide for: technical assistance
 
(66 percent), camodities ( 12 percent), U.S. training ( 4 percent),
evaluation ( 1 percent), support and miscellaneous costs (estimated at 7 
percent) and inflation (9percent). The AID contribution represents 80 
percent of the total project costs.
 

i. ADMINISTRATION AND POLICY ANALYSIS COMCtNENT 

The project canponent total costs amount to $5,998,000 including
contingencies and miscellaneous of approximately 10%. Approximately $730,000
equivalent will be provided by the GOE in the form of in-kind counterpart 
support, facilities, personnel and office space. Of the $5,266,000 provided
by AID, $4,749,000 will be for dollar costs and $517,000 for local currency 
costs. 

2 INCOME TAXATION CCtPCNENT 

The project canponent total costs amount to $5,520,000 including approximately
10% for misce±laneous ana contingencies. Approximately $1,200,000 equivalent
will be provioed oy the GOE in-kind in the form of counterpart support,
facilities, personnel ana office space. Of the $4,320,000 provided by AID,
$4,024,000 will be for dollar costs and $296,000 for local currency costs. 

3. CUSTOMS ADMINISIMION COMPCNENT 

The project conponent total costs amount to $5,000,000 including
approximately 10% for miscellaneous and contingencies. Approximately
$1,060,000 equivalent in-kind will be provided by' tne GOE in the form of 
counterpart support, facilities, personnel and office space. Of the 
$3,879,000 provided by AID, $3,531,000 will be for oollar costs and $348,000
for local currency costs. 

http:2,248,000.00
http:200,000.00
http:648,000.00
http:400,000.00
http:100,000.00
http:150,000.00
http:350,000.00
http:400,000.00


4. EXCISE ThXATION CMPENT 

The project component total costs amount to $1,900,000 plus aproximately 10% 
for miscellaneous and contingencies. Approximstely $735,000 equivalent will 
be provided by the ODE in-kind in the form of counterpart support, facilities, 
personnel and office space. Of the £1,067,000 will be providea by AID 
$997,000 will be for dollar costs and $70,000 for local currency costs. 

Summary 

AID GOE TOTAL 

F~X LE Equiv. Sa :uiv. 

Mobilization Team - S 53 - 53 
Administration &Policy Analysis $ 4,749 517 $ 732 $ 5,998 
Income Tax Component 4,024 296 1,200 5,520 
Custams Administration Component 3,530 34b 1,058 4,936 
Excise Tax Component 998 70 735 1,803 
Evaluation ana related Conferences - 220 - 220 
Other (Inflation) 1,395 - 300 1,695
 

49 i,504 4,0R5 $20,225 
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C. 	 METHODS OF IMPLEMMlTATIOt AND FINANCING 

1. 	 Chart of Methoas of Implementation and Financing 

Payment Verficiation Policy Inplementation Guidance (PVPIG) Statement 
5.B.2.a. requires an assessment by the Mission Controller of the proposed 
methods inplementation and financing. The assessment should justify the 
use of methods aiffering from AID's preferred methods. The chart on the 
following page lists the current and proposed methods for the entire 
project. Narrative justification is provided where required, and 
explanations are given where necessary. 

2. 	 Narrative on Methods of Implementation and Financing 

All 	 financing methods are AID-preferred. 

The implementation methods proposed for this project are exclusively AID 
direct contract instruments. USAID/Cairo policy states that Host Country 
Contracting is the preferred mooe for procurement. An analysis has 
determinea that the project undertake direct contract procurement based on 
tne following considerations: 

a. 	 Within the MOF there will be a number of agencies involved in 
irrplementation, none of which has experience in procurement with 
regaro to AID procurement requirements. The only roreign donor 
financeo project with which the MDF has had a long term relationship 
is the TAP with the IRS under a PASA. The PASA was directly arrangea
by AID. The new PASA with the U.S. Customs Service will also be 
arrangea airectly by AID. The seona contract under this project will 
be with either a U.S. university or a public administration/consulting 
contractor, whin will be responsible for providing services to three 
departments of the MOF. The one time procurement of technical 
services for the PASA and the umbrella contractor woula be outsiae of 
MOF experience and abilities and there is no progranmatic need for the 
MOF to develop an expertise in undertaKing contracting unoer AID 
regulations.
 

b. 	 During the life of the project it is plannea that all major planning
activities, including local technical assistance, equipment, and 
training will be through two U.S. institutions. The numerous small 
contracts for local stuaies, technical assistance, evaluation 
conferences and seminars must be handled expeditiously and in a timely 
manner to be effective. The equipment procurement will be through PSA 
utilizing plans ana specifications developed by the unurella 
contractor. Accordingly, this major contractor will be given the 
responsibility for coordinating the procurement activities of the 
entire project. 
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In summary, it is recommended that AID; 

- contract directly with the USCS 
- contract directly with one institution for all other services, 

including the coordination of equipment procuremet by a PSA local 
technical assistance, training and services. 

3. Detailed Assessments 

PVPIG 5.G.2.c requires a detailed assessment of the host country 
inplementing agency's specific proceaures for contracting, commodity 
procurement and payment verification. However, since no host country 
contracting is proposed for this project, such an assessment is not 
necessary. 

4. Audit Coverage 

PVPIG 6. requires an evaluation of the need for audit coverage, and a 
description of planned contract and project audit coverayt by the host 
government, AID, and/or independent public accountants. Project funds 
should be budgeted for inoependent audits unless adequate coverate by the 
host country is reasonably assured, or unless audits by thira parties are 
not warranted as, for exaple, in the case of direct AID contracts or 
direct placement of participants by AID. 

No project funds need by budgeted for audit because the AID direct 
contracts, ana the project itself, are auaitable uy tne AID Inspector 
General's Office. 
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CHART ON HETHODS OF IMPLEMENTATION AND FINAM;IM 

PUBLIC FINANCE ADMINI'FRATIMN PRWECI' 

LIFE OF PRWEC' AID FUNDS ONLY 

SEPTEMPER 15, 1987 

IN MILE 

ITIM NO. ACTIVITY WMEIHOD OF IMPLEMENTATION METHOD OF FINANCINUL APPRXIMATE 

COST 

($IJoo() 

HC OR 

AID 

Mobilization 

1. Mobilization Team AID Direct Contract Direct Pay 53 AID 

Policy and Administration, Income Tax, 

Excise Tax Activities, and 

Custom Taxation (commaities only) 

2. a) Public Fin. Acdin. Team 

(Technical Assistance, 

Training) 

AID Direct Contract 

to prime contractor 

Direct Pay-ir private tirm 

:'reasury LkKJ it university 

10,044 AID 

b) Local T.A. Subcontract to prime Direct Reindursemnit 

to prime contractors 

to 542 AID 

c) PSA Subcontract to prime same as item #2 162 AID 
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d) P A Ccriodities Subcontracted to Bank L/Com it private prime 2,025 AID 
prime contractor, otherwise 

incluoeu in Treasury uLJ 

of prime contractor. 

Customs Taxation 

3. Tednical Assistance, PASA Direct Pay 3,154 AID 
Training & Commodities 

Evaluation & Mobilization 

4. Technical Services AID Direct Contract Direct Pay 220 AID 

5. Overall Project Contingency 



SECTION IX: ANNEX 1.3
 

Economic Analysis of the Public
 
Finance Aaminstration Project
 

This annex will present an analysis of GOE tax revenue performance, the role 
this project will play in furthering policy rerorm in Egypt, ana an 
illustration of some direct benefits ano areas where this project can be 
expecteo to have i1act. 

Tax Revenue perfornance 

In nominal terns GOE total revenues, as well as tax revenues, have increasea 
consistently oetween 1981/82 and 1985/86. Untortunately, in real terms tax 
revenues aecJlineo over this perioc except in 1985/86 wneii they increaseo oy 
slightly more than tive percent, as presentea in tables I, II and III. In 
terms of share of GNP, tax revenues oeciinea trom 22.3% or GNP in 198./82 to 
only 18.2% in 1984/85, ana recovered slightly in 1985/86 to 19.4%, as 
i.lustratea in tavie IV.
 

The Diggest loser was the conpany profit tax on the oi± sector ana Suez canal, 
which declineo from 3.5% of GNP in 1981/81 to only 1.9% in 1985/86. Another 
loser was taxes on international trade, or inrport outies, wnidh aeCllne trom 
7.8% of GNP in 1981/82 to 5% in 1985/86, auring which perioo imports 
fiuctuatea from $10.9 Dilion ana $12.6 uillion, out aeclinec aoout 7% in 
1985/86. As we see in taole III, import outies have aroppea at an alarming 
rate, averaging an annual aecline in real terns or mre twan 10 percent. This 
is about aouble the rate of decline for total tax revenue overall.
 

As iiiustrateo in taole V, the nst iiportant tax earners have been the 
company profit tax, import auties, although aeclining in relative importance, 
ano taxes on goocs ana services, wnicr increasea in snare troum 12% to 17% or 
total revenues from 1981/82 to 1984/85, out aeclineo again in 1985/86 to only 
lb%. Tne least iqnortant taxes in terms or reiative snare in total revenues 
are taxes on property (incluoing rea± estate) wnic arount to a less than one 
percent snare, ana the personal incone tax wnicn cane to only a 3% snare in 
1985/86.
 

As we see trom taole I personal income tax has grown pnenomenall, alneit fron, 
a small base, with an average growth rate of 35% p.a. Personal income tax 
receipts have increasea from L.E. 85.5 iaiiion in 198i/b2 to L.E. 303.2 
million in 1985/86. In the two years from 1983/84'to 1985/86 personal income 
tax receipts more than douled. During this perioa there was little growth in 
real terms in incaaes ana tax rates were not raisea. Indeed, this increase is 
most liKely cue to broacening ot the tax base through uimcovea intormation, 
and tighter management. 
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Support for Policy Reform 

The UMID mission along with the IMF has been actively engagec in a policy 
reform cialogue with the GOE. The point of policy reform is to return Egypt 
to a stabilizeo position in its balance or payments ana to reauce the 
government's buaget aeficit. Other aspects of the reform program are designea 
to aoaress the concerns of structural aa3ustment aria return the country to a 
basis for renewec economic growth. 

AJrcng other things, the policy rerorm agenca in Egypt incluoes: 
- reduction of the buaget aeficit to 13% of GNP 
- excnange rate retorm, unification ana aevaluation 
- higher interest rates 
- raising energy prices
 
- raising farm proaucer prices for various procucts. 

Althcugh the GOE has not been wholly successful in following this reform 
program throuugh, there have oeen signiticant policy measures taken. The 

Egyptian pouna has been oevaluea for nany transactions. Some prices have been 

raisea ana there is inaication that the buaget aericit target nay ue met. 

These reforms, it is hoped, will help return Egypt to a growai path that it 
will oe able to sustain without again unauly resorting to foreign tinancing or 
domestic consumption. 

Cur reform program incuces proviaing Egypt with foreign exchange resources to 

help meet short term neeas, offering technical assistance in assessing the 
agricultural ana energy sectors, ana provicing coiinioity ana rinanciai. aio 
that will help in stabilizing the current account. 

It is within this context that the Puolic Finance Aa1iinistration Project will 

provide technical assistance ana policy advice. As the GOE attempts to meet 

its aericit targets it is lkely to exert greater errort on tax coi±ections 
that will Dear revenue fruit in the short run with less concern for the longer 

run econoric ettects such policies will nave. This project will provice 
resources to the GOE that will help in aaoressing these concerns, help the GOE 
meet its legitirate revenue neeus witnout increasing econonmic aisimcentives 
(i.e., excess Durden) or treating economic agents in an inequitaole nanner. 
In a sense, the project can oe expecteo to play anotner role, too. That is, 
this project is seen Dy the GOE as an important aisplay ot support for the 
rerorm program ana will help the GOE take other nara ana politically unpopular 

decisions in order to effect staoilization ana s.tkructural aa3ustment. 

Project Benefits 

h, aeveloping countries, such as Egypt, it is mudb mure airricult to iiose 
ana collect many forms of taxes than in more aevelopea countries. Not only 

are the skills ana racilities of tax acinnistration, as well as internal 
control and systems of accountability, less aeveloped, but the structure ot 

tne economy is such that it artoras fewer ana less aaequate *tax hancaesm. 
Aside from public sector proouction, most other income is aerivea from 
seif-ermployment, incluaing sna-l rarmers, aria most wage earnings core from 

small establishments. This makes income taxation much more difficult, 
althougn we must aonowieoge the rapia growth in incone taxes in Egypt over 



-3

the recent past. To make matters worse, accounting practices are not well 
aevelo-ea nor stanoarizea to permit etrective ana equitable taxation of 
income and efficient auditing procedures. As pressures persist to generate 
More tax revenues, greater etfort in income tax culection, lett uncnecea, 
woulo likely impose a greater ano greater ouraen on public sector employees, 
puolic corporations, ana businesses ana enployees in tMe iroern sector. 
Assistance in tax examination along with a broaaening ot public knowledge 
about te system is likely to help mitigate these burdens. 

Training, ADP equipment ano systems improvement, prioritization of examination 
ana management systens improvement in general, nave lea to greatly broacenea 
personal income tax base. While the objective of this project is not to 
expano revenues, per se, we oo hore to achieve this through a greater tax 
sharing, i.e., by expanoiny the tax base rather than through higher tax 
rates. 

The legal oasis for taxation ot income follows a two-tier system. There is a 
progressive income tax ano a glooal income tax. The progressive income tax 
was estao isnec by iaw no. 14 of 1939, wrile the glouai tax was estaDlisneu by 
law no. 63 in 1949. The progressive taxes are leviea on four types ot income: 
aivicenas ana interest, protits, proressional incoae, ano wages ano salaries. 
The global income tax is levieo on income of inaividuals only. The tax laws 
have unerquie rre.uent aianges. The latest nmoitication was mace in 1981. 
The oojective was to move gradually trom the two-tier system to a unifiec 
system or general income tax. 

By expanoing tne activities or the current Tax Aannistration Project ii te 
areas ot personal income tax, ano further into the area or business income 
tax, along tne swie ±ines ot training, prioritizationi ano ALP systeii 
improvenent, this project component will continue to yielo high returns, both 
in terios or greater govern, ent revenues, ana in ternis or exiznoing the Dase 
ana uiproving the equitable enforcement of the law. 

A saies tax would De even more airficult to aarianister thdn the incoiwe tax. 
Retail taxes are mace aifficult oy the existence or small ana nonpermanent 
retail outLets. Although in te aosence or tMe income tax a very broaa sales 
tax would cause minimal economic aistortion ana reauce excessive tax ouroen, 
suan a tax is not yet feasible in Egypt. Consuxiption (excise) taxes at te 
procucers' level generally are not oroadly applieo in LDCs due to the large 
nuL4oer ot snail proaucers usually involvea as well as tMe unaeroeveluoea state 
of accounting practices mentionea previously. However, in Egypt, where 
approxinately two-thiras ot inoustrial goauction takes place in the puoLic 
sector this problem is in large art mitigated. 

Anotner oovious ana reaay "tax handle" is i:ports wich comie to about 
one-thiro ot GNP. Import auties are imposea at a limitea number of sites ana 
thererore they yield hign revenues at a low acuiinistrative cost. 

A plethora of amenanents, aecrees ana regulations have been annexea to the 
custori cone. In aaaition, there are separate laws governing areas suCh as 
tree zones, tourism ana energy sectors, ano toreign joint ventures. The 
Ministry or Economy issues uecrees that CUsto,.s must implement. in general, 
many or the laws, regulations ana aecrees are very vague ana therefore subject 
to a wiue variety or interpretations, trom site to site ana tiie to time. 



-4-


This multiplicity of decrees ana regulations, couplea with the latitude in 
interpretation create enormous difficulties for the private sector, ranging 
from delays in clearing goods to inappropriate assessments. Businesses not 
only sutter losses aue to long crawn out proceaures but are subject to 
unnecessary uncertainties with regara to how customs duties will be assessea 
at any particular time. The classification ana valuation ot invorts is not 
stanoardized ana leads to assessments that often appear to be arbitrary. The 
high costs involvea ana the uncertainty that arises maxe it very aitticuit to 
unoertake long range business planning ana unaertake investment. Consiaering 
the iniportance ot customs auties ana the buraen the custonr system place on 
private importer, pro3ect attention to this area can be expectea to yiela high 
returns. 

Tnis project will provice technical assistance, training ana ecuixent in 
oraer to help stanaaraize ana improve customs procedures, especially 
classification ana valuation, ana ic.entity rurther bottlenecks in the systeri.
Cn the policy side, the project will aacress issues relating to tariffs, code 
sinplirication, cooraination of custons auties with the rest of the tax 
system, especially the consumption (excise) tax, ana aaministrative danges 
triat must take place at tne policy level.
 

in this sense, the project will most airectly benefit private sector importers
 
oy one, reaucing the auanistrative ana tinancial Durcens inpusea by thie 
confusing, non-stanoardizea ana naphazaraly enforcea customs system, ana two, 
reaucing tne aegree ot uncertainty facing private inDorters. 

Consumption (excise) taxes are imposea on approxinately 150 proaucts. This 
tax couplea with import auties prooaoly cover most consuner proaucts, asiae 
frcm agricultural goods, aria together can be consiaerea a broaa basea tax. In 
oraer to ma~e sure that economic alstortions anc excessive buraen are 
minimizea, excise ana tariff rates will neea to be examinea ana coorainatec. 

The excise coae is simpler ana therefore easier tr acrainister than is the 
customs code. Nonetheless, there are management improvements that coula be 
mace an have signiicant cost savings inpact on the private sector. For 
instance, the excise tax autority airectly ooserves ana checks the quantities 
proaucea ana witnarawn at the point ot origin of sucn c .zioities as are 
subject to the tax. The excise tax authorities place seals on production 
lines, packages, madiinery, ana the like, at the ena or eacn business cay, ana 
must then take them off at the beginning of each o y. As a result, production 
at these facilities depends on the presence or the tax autnority. Tnis can 
often leaa to early shut aowns ana late start ups. An improvea system for 
monitoring conaities procuction, basea on aualt, spot aiecKs, ana other 
controls woula reduce the unnecessary burdens this tax imposes. 

In sum, it is anticipatea that this project will yieia, inter alia, the 
following benefits: 
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1. Support for the policy dialogue process. 
2. Greater attention of the GOE ana ability to aaaress matters concerning 
economic efficiency ana social equity with regara to tax revenues. 
3. Cocaination of the three ma)or taxes: income; consumption; ana customs, so 
as to minimize the negative effects on economic incentives that coula arise 
from greater tax ettort. 
4. Lower costs to the GOE in tinancial terms with regara to greater 
efficiencies ana improved management ana information the aaministratLion of 
taxation.
 
5. 	 - Lower costs of doing business ana reaucea uncertainty facing private 

sector importers, aue to stancardization ot procedures and improvements in 
classirication ana valuation.
 
- Improvenents in customs classification ana valuation proceaures wnich 
will better ensure more equitable, ana consistent, treatment uncer the law. 
- Management i,(xoverents in the excise aepartments wa± help reauce shut 
down time at the plants of oomestic proaucers arising from the excise tax. 
- A broacenec incon tax base will ensure fairer treatient ot econonc 
agents ana reduce economic disincentives. 
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AWTACHED TAMES 

I. 
II. 

Egypt: 
Egypt: 

Central Government 
Central Government 
deflated by CPI 

Revenue, 
Revenue, 

1981/82 
1981/82 

-
-

1985/86 
1985/86 

III. Egypt: central Government Revenue, 1982/83 -
percentage dange over previous year 

1985/86 

IV. Egypt: central Government Revenue, 
as percentage of GNP 

±Yib/82 - 1985/86 

V. Egypt: Central Government Revenue, 198./82 
as percentage of total revenue 

- 1985/86 



TABLE I
 

-I9/:1
CI -Lr..l Go'wwrnmant Revenua. 1981 /81 

i ,ntlI I ions u Eqypt i an Fcourdi) 

1981/82 1982/8: 1983/84 1984/95 1985/96a 1986/87** 1997/99.a* 
.


.,lGcz..rn..nont ta: revenue 4522 4 5.',. 4 57.-. I 5922.6 6984.11 9,126.0 I 1 ,0n. 

.'s ctr (1Lt income and prof ti 1.663.2 1,917.. 1, ,:4. 1977.9 2,71:15.5 2,967.... 4,250... 

..panv prof it. La:: 11.577.7) (1. 1 6.4) (1.506.:) (1,BSO .4) (2,,41.12..)
 
.( oil and
which: %&ctor 
Sae: Canal (71:3. 7) (87..:) (511.6) (594.41 (689.7)
 

orsonal income Ta; (85.5) (110.8) (128.9) (177.4) (303.2)
 

ir on property 8. 2 11.8 14.4 18.0 12.0
 

uLati ta:.es (9.4) (11.8) (14.4) 116.0) (12.0)
 

d .cta or ia.mno.able property (29.8) ........
 

at.g, goods apd survices 812.6 1.195.4 l,302.1 1,443.7 1,650.0 2,135.0 -. : 5.(, 
zr.,nti tw:"ptivit (812.6)(1. 195.4) (1.:-.02. 1)(1,443.7) (1,I65 .0)
 

-- (29:.) (:41.8) -- -of whicl,: imports 

e% or, intainational trade 1,57:.. 1,644.: 1, 0:' 1,906.6 1,800..0 2,640.0 7.'04 0.0
 

,port dUties 11.573.3)(1,644.Z) 1.92A..3) (1,906.6) (1,900.0)
 

er ta.;es 
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TADLE 11 

Egypt: Central Government Revenue, 1991192 - 1995184 I/

deflated by CPI 
 1781/2 1992/13 1983/94 1984/85 1985/3U


CPI 1966/67 : 100.1 307.0 356.0 419.0 
 501.3 560.8
 
(in1966/67 millions of Egyptian Pounds)


:entral Sovernment tax revenue 
Taxes on net income and profits 

14.731 
5.416 

14.601 
5.385 

12.800 
3.902 

11.914 
3.945 

12.454 
4.824 

Company profit ta: (5.1391 (5.074) (3.5941 (3.591) (4.2041 
of which: oil sector and 

Suez Canal 
Personal Incoue Tat 

Tales on property 

(2.291) 
(0.279) 
0.124 

(2.452) (1.221) 
10.311) (0.307) 
0.033 0.034 

(1.264) 
(0.354) 
0.032 

(1.2301 
(0.541) 
0.021 

Estate tales 
Tales an iteovable property

Tales on loods and services 

(0.027) 
(0.0971 
2.647 

(0.033) 
0.000 
3.351 

(0.034) 
0.000 
3.108 

(0.032) 
0.000 
2.980 

10.0211 
0.000 
2,142 

Consumption tat 
ofwhich: imports 

(2.647) 
0.000 

(3.35) 
(0.925) 

(3.108) 
(0.816) 

12.880) 
0.000 

(2.942) 
0.000 

Taies on international trade 5.125 4.619 4.583 3.903 3.210 
!$port duties 

Other tales 
(5.125) 
1.417 

(4.619) 
1.213 

(1.593) 
1.173 

13.903) 
1.154 

(3.210) 
1.45 

stlap taxes 
Other 

(0.7791 
(0.6W83 

10.715) (0.735) 
(0.4") (0.4391 

(0.687) 
(0.467) 

(0.678) 
(0.779) 

?'ntal Government nonta 
Iransferreg profits 

revenue 6.745 
5.321 

7.313 
5.746 

6.753 
4.952 

5.466 
3.877 

5.385 
3.604 

of which: 0i sector and 
Suez Canal (4.3331 (3.404) (3.2241 12.319 (2.1713 

Fees 0.414 0.465 0.391 0.363 0.36 
:iscrtlaneous 1.009 1.102 1.411 1.226 1.412 

otal Central Sovernitnt revim"Ne 21.476 21.?1 19.553 17.291 17.838 



TAILE III 

Egypt: Cenra Government Revenue, 1992/83 - 1995/B6 
percent change over previous year 

1992193 1993/94 1981/85 1985196 1992/3 193194 1984/95 1995196 

Central Government tax revenue 
Taxes on net income and profits 

Company profit tax 

15.01 
15.3% 

14.51 

3.11 
-14.71 

-16.61 

10.41 
21.01 

19.51 

17.91 
36.81 

33.41 

-0.81 
-0.61 

-1.32 

-12.41 
-27.61 

-29.21 

-7.7i 
1.12 

-0.12 

5.41 
22.31 

19.32 
of which: oil sector 

Suez Canal 
Personal INcome Tax 

Yates on property 
Estate taes 

and 
24.12 

29.41 
-69.11 

40.51 

-41.42 

16.21 
22.02 

22.02 

14.21 

37.71 
11.1 

11.11 

19.02 

70.92 
-25.01 

-25.01 

7.01 

11.81 
-73.41 

21.11 

-50.22 

-1.21 
3.71 

3.71 

-4.52 

15.12 
-7.12 

-7.12 

5.51 

52.81 
-33.02 

-33.01 
Tles on immovable property

Taxes on goois and services 
Consumption tax 

of which: imports 
lazes on international trade 

Import daties 
Other taxes 

Stamp taxes 
Other 

47.11 
47.11 

4.52 
4.52 

-0.32 

6.42 

-9.52 

3.91 
9.91 

16.31 
16.91 
16-.81 
13.91 

21.11 

3.41 

10.91 
10.91 

-100.01 
-0.72 
-0.71 
17.71 

11.81 

27.61 

14.31 
14.31 

-5.61 
-5.62 
41.21 

IO.32 
86.62 

26.91 
26.91 

-9.91 
-9.92 

-14.41 

-9.22 

-22.02 

-7.51 -7.31 
-7.'1 -7.32 
-1.21 -100.01 
-0.92 -17.01 
-0.98 -17.01 
-3.31 -1.61 
2.92 -6.51 

-12.11 6.62 

2.2n 
2.22 

-15.61 
-15.61 
26.21 

-1.41 
66.81 

Central Government nontat 
Transferred profits 

revenue 25.71 
25.21 

8.71 
1.41 

-3.21 
-6.32 

10.21 
4.01 

9.42 
8.01 

-7.71 
-13.91 

-19.12 
-21.71 

-1.52 
-7.01 

of which: Oil sector and 
Suez Canal 

Fees 

4scellaneous 

-8.91 
30.31 

26.61 

11.51 
-1.11 
50.71 

-14.01 
11.21 

4.02 

4.71 
13.31 

29.91 

-21.41 
12.31 

9.12 

-5.32 
-16.01 

29.02 

-29.12 
-7.11 

-13.11 

-6.41 
1.71 
15.22 

Total Central 6overnment revtn. 13.42 5.01 5.71 15. - 2.11 -10.92 -11.61 3.21 



Iypt: Central Government Rev.mt, 
as percentage of 6W 

NP 

entral Government tax revenue 

Taxes on net income and profits 


Company profit tax 

of which: oil sector and
 

Suez Canal 

Personal Income Tax 


Taxes on property 

Estate taxes 

Taxes on immovable property 


Taxes on qoods and setvicEs 

Consumption tax 


of which% imports 

Taxes on imternational trade 


Import duties 

Other taxes 


Stamp taxes 

Other 


:rntral 60vernetet nontax revenue 

Transferred profits 


of ukich: Oil sector and
 
Suez Canal 


Fees 

riscellaneous 


Total Central Government revenue 


TAKE IV 

19112 - 195/U4 I/ 
181/82 112/103 1913134 

20,21 24,102 27,38 

22.31 21.0? 19.21 
3.21 7.71 5.91 
1.31 7.31 5.41 

3.51 3.5? 1.91 
0.4? 0.41 0.5? 
0.21 .0 0.1? 
.0? .01 0.1? 

0.1? 0.0? 0.0? 
4.01 4.81 4.71 
4.0? 4.81 4.7? 
0.0? 1.21 1.21 
7.81 6.61 6.91 
7.31 6.61 632 
2.11 1.71 1.91 
1.21 1.01 1.11 
1.01 0.71 0.71 

10.21 10.51 10.11 
e.1 9.2? 7.41 

6.6Z 4.91 4.81 

0.6? 0.71 0.61 

1.51 1.61 2.1? 


32.51 31.5? 29.41 


1984185 1985114 
32,516 34,039
 

18.21 19.4?
 
6.11 7.51
 
5.51 L71
 

1.91 1.91
 
0.5? 0.91
 
.01 .0?
 
.01 .0?
 

0.0? 0.01
 
4.4? 4.6? 
4.41 4.6
 
0.01 0.0?
 
5.9? 5.01
 
5.9? 5.0?
 
1.81 2.31
 
1.11 1.11
 
0.71 1.21
 

9.41 3.41
 
6.01 5.$
 

3.61 3.41
 
0.61 0.61
 
1.91 2.21
 

26.61 27.61
 



TABLE V
 

Egypt: Central Government Revenue, 1991/82 - 1995/86 1/
 
as percentage of total revenue
 

Central Government taz revenue 
Taxes on net imcoee and profits 

Company prolit tax 
of' ohich: oil sector and 

Suez Canal 
Personal Income Tax 

Taxes on property 
Estate taxes 
Taxes on immovable property 


Taxes on goods and services 

Consumption tax 


of which: Imports 

lazes on international trade 


Impart duties 

Other taxes 


Stamp taxes 

Other 


Central Government nomta ravesu 
Transferred profits 

of which: oil sctor at 
Suez Canal 

Fees 
Miscellaneous 

Total Central Sovernment revenue 

1991182 192183 1993194 

691 67* 651 

251 251 201 

241 232 IVI 


III 31 -62 

It It -2n 

11 01 01 

01 01 01 

02 01 02 


122 151 162 

12 152 162 

01 42 42 


241 212 232 

241 212 231 

71 62 62 

41 32 42 

3? 21 22 


312 331 352 

251 262 251 


202 1l4 161 

21 21 21 

51 5 71 


l00t 1002 1002 


1984/85 1985/84
 
68 701
 
231 271
 
231 -242
 

-71 -71
 
-2 -32 

01 01 
01 01
 
01 01
 

171 161
 
171 161
 
02 02
 

222 19
 
221 lt
 
71 91
 
42 41
 
32 41
 

322 302
 
22 202
 

132 I1
 
21 21
 
71 1
 

1001 1001
 



S)CTIctIIX: ANNEX 1.4 

SOCIAL SOUNDNESS ANALYSIS
 

1. social Considerations 

The payment of taxes is never a desired feature of life in any society. 
Research in developed countries shows that there is fundamental divergence 
between the demand for public goods and society's willingness to pay for 
them. Consequently, efforts to improve the efficiency of taxes are generally 
not welcamed by the taxpayers. However, in a society sud as Egypt, with wide 
disparities in tax assessment and collection, efforts to improve equity in the 
incidence of taxation are valued by those groups who are paying more than they 
should.
 

Egyptian preoccupation with tax avoidance results fran the legacy of inequity 
in rates and assessments. There are a number of contributing factors. First, 
the variety and progressiveness of the current tax rates on incone could be 
considered intrinsically inequitable. Tax avoidance is particularly important 
for those individuals and firms at the upper inccme levels. 

Second, the complexity of the system results in great confusion even if both 
the tax department and the taxpayer are seriously trying to follow the rules. 
The third reason for tax avoidance is the belief that one must do it because 
everyone else is doing it. The taxation policy component of the project, 
supported by the technical advisers in the operational component areas, will 
directly work to assist the GOE to rationalize its taxation system with its 
current inequities in taxation rates and assessments. 

The project has several important socio-eonanic long-term effects. First, 
the efficiency and competitiveness of the private sector should inqrove as the 
tax distortions are reduced. The project has a private sector orientation in 
its equity consideration. Concerning tax questions, the priority given by 
Egyptian private sector enterprises interested in expansion of operations is 
equal income, customs and excise taxation policies and procedures. The 
improvement of the canpetitive envirorinent of the market ana encouragement of 
expansion of private sector enterprise is important in term of service and 
employment. Private sector enterprise has been shown to be the most efficient 
utilizers of resources; the most productive employment generator per 
investment dollar; and the most willing to provide the public with better 
goods and services at the most competitive prices. Therefore, efforts to 
improve the investnent climate through tax efficiency and equitable treatment 
will result in important benefits to Egyptians. 

Second, popular interest in controlling government fiscal behavior should 
increase as the real costs of current government program become clarified by 
the individual's tax bill. If public awareness rises and translates into 
restraints on government expenditure program, an envircnment more conducive 
to private sector provision of goods and services will emerge. Vhile a 
dramtic taxpayers' revolt such as has happened in a number of U.S. states is 
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not expected in Egypt, heightened and visible public interest in controlling 
expenditures and reducing taxes could occur. Finally, with improved public 
finance administrative systems the GOE will be better able to manage the 
nation's revenue and expenditures with increased accuracy and efficiency. 

2. Beneficiary Analysis
 

The beneficiaries of the project are the private sector and the public at 
large. The project's inputs will also benefit the staff of the various tax 
aepartments of the GOE Ministry of Finance. The Income Tax Department has 
approximately 19,000 employees; the Customs Department 13,000; the Excise Tax 
Department 4000; and the Real Estate Tax Department 7000. Throug the 
training, advisory services and MIS equipment, the performance of all of these 
officials will be improved. With the institution of improved tax law ana 
policy, simplified procedures and more appropriate administrative structures, 
the tax departments' overall performance and service to the public will be 
inproved. 

3. The Role of Women 

The GOE does not discriminate in appointing wanen to important technical and 
managerial positions such as the Minister of Finance's senior 
advisor/assistants. The effort to train women to assume technical positions, 
started under the Tax Administration Project (263-0115), will continue. women 
will especially take an active role in the expansion of ADP services in the 
Ministry. 



SBCTICN IX: ANNEX XI.5
 

ENVIRONVeNTAL ANALYSIS 

The project provides resources of a technical advisory nature aimed at 
developing efficient and equitable tax departmentsion the Ministry of Finance. 
There are no enviroanental considerations in the activities to be financed 
since the prinary concern of the project is the upgrading of public finance 
administration systems through improving managerial and technical capabilities 
of institutions. Accordingly, the project qualifies for a categorical 
exclusion under AID Environmental Procedures from performing an Initial 
Environmental Examination, an Environmental Assessment, and an Environmental 
Impact Statement. 22 CFR 216.2 (c) (2) (i) excludes *technical assistance" 
projects except to the extent that such projects directly affect the
 
enviroanent. 

The Mission Environmental Officer has reviewed the Project Paper and coniturs 
with the decision that this project qualifies for a categorical exclusion. 


