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EGZPT - PRIVATZE SECTOR FEASI3ILTY STUDIES
 
SUMMARY AND RECOHMMATIONS
 

1. 	 Grantee: The Goverment of the Arab Republic of Egypt 

and 	Free Zone Authority2. 	 Ilementing Entity: Investment 

$5.0 milliou (Five Million U.S. Dollars)3. 	 Grant Amount: 

Create a.mechanism which will provide incentivls to
4, 	 Pu rose: 
U.S. 	firms to carry out pre-investment feasibility studies. 

finance the costs of 1) U.S. companies making
5. 	 Projact Descri tion: To 

2) Developing
pre-investment feasibility studies inEgypt, 
the institutional capabilities of the Egyptian Investment Authority 

3) Training, 4.) Equipment, 5) Technical..Assistance, 6) Sectorial 

Surveys, 7) Reconnaissance Visits. 

6. 	Total Prolect Cost: $5.0 million through this AID grant plus 

LE 808,000 ($1.1 million) from the Livestment Authority for a total 

project cost of $6.1 million. 

7. 	Application: The GOE's application is included as Annex A. 

Funds: Fisca. Year 1979 Economic Supporting Funds.8. 	 Scuce -of 

9.. 	 Waivers: a) 612 b - Authorize local cost financing up to $86,000,
 

b) Waive Supplier Nationality Requirement for Vehicle Procurement,,
 
c)Authorize Direct AID Procurement. (Annex..B, C, and D)
 

The 	Project Committee has recommended. that
10. 	Ptoiect Committae Views: 

this grant be authorized. 

resulted inEnvirorental: The Initial Environmental Examnation 

a negative determination. (Annex E) 

a grant of $5.0 million be authorized to the
12. 	Recommendation: That 
described in the authorization shown
GOE 	 on termns and conditions 

in Annex F. 

13. 	 Statutory Checklist and 

(Annexes G and H) 

14. 	 Projeact Coittee: 

USAID/Cairo 
Oh-4-ana: H~. BriLgga 
Economin: P. Davis 
Counsel: T. Carter 
Prograi: G. Flores 
Social: 3. 3lackton 
Contoller: R. McClure 

All. 	citeria have beem satisfied611(e): 
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A. Grant Aplicati. 
3. Local Curency Decer-inatiou - 61.2 (b) 
C. Nationalit:y Requi-emenz Waiver 
D. Poiicy Detersination Exeptiqu 
E. Environmental Determination 
F. Grant t.uthorization 
G. Scatutory Checklist
 
IL Section 611 (e)Certi-fication
 
Z. Private Sector Development Strategy 
Z. OPIC Latter to AID
 
K. Inves-eut Opportmities 
L. OPZC Fesibii4y Survey Progr= Guidelines 
M. OPIC Reconnaissance Visit Guidelines 
K. Projem Log Frame 
0. Co=odity List 
P. PID Review Cables(2) 
q, Social Analysis
 
. C.BL D. Notice
 

DUMTONS 

Visi a Raco naissance Swuwv&-SurveReconnaissance 

2. Sector Profile Study - Sector Study 

3. Pre-investeuz feasibili.y-Feasibility Study: 
A f ant.el and technical doc=ent which coul. be prerented 
to an inea==iral financial instLtution for !unding. 

4. OPTC.: Overseas Private Investment Company 

.5. 	 TA-Aur-hor.-i-ZTves~ent Authotity, TIves.=mnt and. Tree Zons 
AuMhozity 

6. GOFI: Ganaa Oranization forL TzdusttializaZion, 

7. L..L - $1.43 

Ky
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Z. 21 ODUCITOCN 

L.01 The Govar-enc of the Arab Republic of Egypt (GO!) has requested 
AID assistance in establishing a project co assist and encourage U.S. 
business to invest in Egypt by offering financial and :echnical assist­
auce to produce needed sector studies and profiles, bring potential 
U.S. investors to Egypt i.e. (Reconnaissance Visits) share in the 
financing of U.S. f-4ms to produce pre-ives-en: feasibiiacy studies 
and. to develop the GOE's institutional capability to ac..act U.S. invest­
=ant in Egypt. The project has been appraised by USAID/Cairo. 

1.02 This project will contribute to that part of the U.S. assistance 
program to Egypt which aims to accelerate the pace of private sector 

productivity,increase and improve the qualit7 of life by providing 
increased emlovmenc: opportunities, higher income levels for workers, new 
technology, foreign exchange earnings and/or savings and improved
 
qualit7 and quantity of consumer products. One of the key elements
 
in the AID privace sactor development is to encourage and direct new
 
foreign invesen: into prcd-ctivg enterprises in Egypt. This project
 

will speci/ical!y encourage U.S. fi.'zs :o !=vest in Egypt.
 

L.03 The AID private sector developmenr program originated with 

the Humphrey Amend=ent Report prepared in February 1978. This report
 

:ecc=ended a -7aiet7y of steps to be taken by AID in cooperation with
 

the COE to expand productivity of the private sector. Most of these
 

recaoeadations have now been translated into projects proposed for
 

.funding during. fiscal. years 1979-.981. 

1.04 The project described. in this paper is a direct response to
 

a recomendarlou contained in the Humphrey Amend=ent Report, Which
 

was prepared by a Task Force chaired by the Assistant Admi.ist-amr 
of A.I.D. 's Near East Bureau. The Task Forme included represeacatives 
of the Department of State, Treasury, and Agriculture; the National 

Security Council; and the Office of Managemenc and Budget. The views 

of Egyptian Gvean. officials were considered and incorporated in 
the Report.
 

1.05 Outside consultants used by the Task Force included Ar.hur 
D. Little, UnIvesit-y of Qa4i orn±L at Davis, and a team of U.S. 



of the Eg7ptian - U.S. Businessbusinessmen assembled with the help 
aThe Task Force was charged with reviewing and prepar-gCouncil. 

oan the eccucIc aid. program for -gypc, for submission to Congress
study 
not later than February .5, 978. Tn examining planned U.S. aid to 

the Task Force was asked to suggest alcernat±7re forms ofEg.tp, 
the possibility of emphasizing

assistance and to specifically consider 
in the Egyp ian private

desigued to enhance the opportunitiesprograms 
Task Force also requested

business and agziculu-re secors. The was 

specific new proj ects responding to ee" iden ftiad 
to develop a plan for 
in the report. 

project was
L.06 The specific recommendation pe.rtaining to thris 

that 	AID should encourage U.S. investment in Egypt and particular17 
and U.S. business enterprises

promote joint ventures between Egyptian 

and that as an 'incentive, funds be provided for sector studies and 

would. explore possible mechanisms
feasibility studies and. that AID 

costs of
which would permit it to share with potential investors the 

and design underlying the 
such feasibilit7 stud.es. The analysis 

the above cha-actaerisni.s and outputs
development of an activit7 wirh 

ware performed by USAID with ATD/Washingt on TDY assistance. The 
?rivate Investmenut Corporation

project has been discussed -.ith the Overseas 

a nunber of U.S. business firms. The project PID has been
 

(OPTC) and 
the General Aut.hcrit7 for Investent

reviewed with and approved by 
Economy and Economic C4operatiou.and Free Zones, h---nstr7 of 

U.S.
This project addresses infoatin u al needs required by

L-07 	 Other projects in
companias contemplating an investment in Egypt. 

the USA-ID private sector development program addresses a variety of
 

credit and insc r-tonLal constralnts. This proJec: was included in.
 
has been moved up

AID's FT 80 Ccngressional Presentation. Because it 

was required. The GOE's
 

by one year Conressional. Notiotication 
to this pa-per. A.l 

request for assistance is incLuded as Annex A 


scautory crica have been s--c-siied and the checklist is included
 

as Annex B. 



IZ. BACKGROUN 

A1. Private Sector 

2.01 Prior to 1952 the Egyptian economy was characterized by intense
 
coeentrations of wealth and the coantol of the productive sec:rs by
 
few familes. Ec has been esr-nL:ed thim wealth was concenrated in the 
hands of 5Z of the population, with the remainder of the populace existing In 
an almosr feudal relationships with the extreme wealthy. Vages were 
meagre and conditions of employnent poor. 

2.02 The 1952 Revolution, in reaction to the above circutstances,
 
shifted the Egyptian economy violently from a condition of oligarchy to
 
a highly structured, centrally controlled system characterized by state
 
ownership of many enterprises. Over the next 20 year, a complex network
 
of regulated and. subsidized systes developed with special interests and
 
structural d.sequl3' r-a.
 

2.03 Tn' 1971, the Goverent of Egypt (GOE) realized that the pblicy 
of public sector conrol was not 7.e-lding .he desired gra-- h and -roduction 
results. Analysis of the overall stLCe of the publicly rum ,Segments of 
the economy led the GOE to conclude that enccurzagmem: of prvate sector
 
emerprises would be an efficlent way to accelerate development.
 

2.04 The first step was the passing of Law 43 in 1974 rhich art"iculaced 
the overent's new "Open Door Policy". Law 43 was intanded to quell 
nationalization fears, reverse the prior public sector n=onal economic 

Tpolicy, 	 inc=eajse ±!.eu-ves for private savings, reduce cataim asp ects 
of government control, and induce increased foreign curreacy flovs far 
invesment.. The law was found wanting in many aspects and was amended 
by Law No. 32 in 1977 to eliminate many of its ambiguicias. 

Z.05 Although the above laws set the admI-Is-cr-tive stage for 
increase. pt:ivace invesetent, imp lemeura ci, has been slow. for a variety 
of reasons. Notwichscanding the insticutiomal weaknesses, thi. Egyptian 
ecaony has mamy s .engths, advantages and opportunities; including human 
resou-ces, locamtion a.t the j unctre of three conainents, asset- of oucism 
as a historical center, nau=al resources, and a large domestic. Market. 

3. AID St-ra.-te7 

Z.06 One of~theakey elements of the A: prograum in Egypt is the 
ubrnishing o-f capza1 and. technIcal assistance to speed development of 

the tziv:ate se-tor so that it can undertake a larger share of the economic 
devel-opment tsk. This aspect of the AID program was examined during 



the 1978'.he Humphrey Amend.ient Report, and
che r vie'J required by 	 " 

report reco=ended seve-ral speci lc areas -or .D assis nce. Xost. 

are now translated into projects proposed for 
of those reco=endations 

CDSS puts a strong em:has±s on this 
design and f-.=di.ng in FT 79-81. 


progr= el.een:, and the potential rrole f4 £cyrtan private saco
 
these efforts 

now ravieved in most projects. Results of 
participation is 

to be: increased productivir.7, additional employment op­
are expected 

higher wages -ith corollary highertechnology,prortnicies, improved 
forein fI.a.ncial

greater nobilizaciou of dcmescic and
standard of living, 

resources, and improved foreign exchange position.
 

The AID private sector development strategy has c.oncentr ted 

on selected developmental 
Z.07 	

problems areas which effect private sector 

upon sub-sector studies, projects are being tailored 
productivity. Based canand create institutions which 
to resolve major. problem areas to 

the future.and other problems as they arise in 
continue to address these 

provides for a broad 	ard interlocking.
The strategy ZOr the 	privace sector 

resolve the principalthrusts, through projects, co
matrix of specific 

Egyptian private sector. 
developmental problem = currently facing the 

impact of this program is expected to be of a lo.g-term nature, but.

The 

with improv-td Egyptian inscitut.onal
role will diminish 


capabilities.
 
AID's active 

2.08 Key developmental problems currentl.y addressed by present and
 

pro-posed projects are:
 

direct A.Z.D. foreign exchange
(1) Provt.sion of :vestmenc czvital -

Commodity Imports 
on adium/long--erm are provided by: DZB-I; 

resources 
"l.n-esment En.ouragemenc Fund (investmen: component);

"Program; Private 
specific project financings

SSZ Credit &Advisors (sub-loans) and 

etc., plants).
(Cement, Fla-t Glass, 


resources - instituxtion
of financializrtin/al2locr-e-ot1 	 Invest­(M. Mob 	
sector is provided by: D13-tI; Pr.ivace 

buildii in the ftnincial 
Pund (t aining program); Advisory Services on Credit; 

ment Encouragement 

and Money Maket/Srock Exchange.
 

- investment promotion, informLn±ou,(3) Iuves=:enr stiuati~on 
Investment Studies;

and incentives are provided by: Private Sector 


Egyptian Investment Center; and Tnduszr--ial Free Zones.
 

andand appropriate'cechnology(4) Technolov -trasfer - =oder= 
.- anagement Eduzacion 

mana~emant techniques are provided by: Middle 

SS Credi:t & Ad'vIscrs (technical advi-sory component); continued 
Prog=; and Business ManagementExecutive Service Corps; 


Training pro ce=ts.
 
support of nterat.ional 

http:f-.=di.ng


(5) Reulatonshractices - regulato.7 and policy matters affectngprivate business are included in the following projects: tax.adminis-a­
tion; tax resc- c-uring; investment-oienced seminars and workshops with 
Ford Foundation; and legal education. 

Additiocal details on these projects are included in Annex 1. 

C. Probl-ems /Demand 

L 09- Two surveys, one by Prof.. Del Roy and another by A.D. Lttle, 
Inc., were completed in Januar7 1978. Both of chese surveys found tha 
there was a reuewed vitalicy in the Egypt±an private sector and the 
A.D. Little study recc=ended official U.S. involvement in quickening 
the pace of the private sector re-emergence. These findings were 
formalized in the Burnphrey Amendment Report.which reco--ended a series 
of arctions desi.gned to i-prove private sector per-for--ance i.n Egypt. A 
spe fic recom:endation was co assist U.S. companies in identifying and 
carrying out pre-investmen,: feasibility studies. The U.S. co,=':"at 
to revi alizatiou of t1he Egyptian private sector was fo.-"alized in the 
1979 'oreign Assistance Ace, where AID was encouraged to do everything 
possible to increase :he private sectur's role in development. 

2.10 A special mission headed by Ambassador Robert Str=auss in r.4l 
1979 initiated a =are n:ensive dialogue on the need for investmenc in 
Egypt and add.itional need to stI=ulate investors to support economic 
development in Egypt through technology transfer and capital -. nvestcenrs. 
ZI is to this last priority that this projec: is directed. 'Mr. Strauss 
has- now made two t=ips to Egypt each of which he personally brought up 

,co 	 fifteen (15) U.S. businessmen to acqua±nc them with E pt as a 
potential country tar inves nent. The "Reconnaissance Survey" portion 
of this project is similar to what r. Strauss has initiated but will 
be more insttucioalzea. 

2.11 Egyp-r may well hold one of the world's greatest potezeials for 
foreign inves.ors. That this =a only be , longer rer= prospect should 
not dater U.S. companies trom taking a hard look at Egypt now. Tan 
yeas hence, it may well nu out that these firms getting a fooct in 
the Egyptian door today by estahlishing their brands with the local 
consumers and/or winning the governmenc's favors as bold early investors, 
will have gained a significant competitive edge over timid late crners. 
The decision on whether -o nve'st in a m=auf:c=rizS operation is 
part-icularly hard to arr--ive at in Egyp.. .h!lemost observers are ag.eed 
on.the councy's enoous potential in terms of Ih,=an resources C.both 
qualitative and quantitacive), an already dIversitied economy, and a 

p
 



argue about 	 thestagic.lly favorable location, they likewise do not 
reliable infomation upon whic-h todiLczicu!cies in obtainLug useful and 

make an inves-eut decision. 

2.12 The corporate planner cannoc go only by the glowing reports 
about the newly opened door to a corporate presence in Egypt. The planner 

mst carefully weigh in person the environment and situat±on. The fact 

that U.S. business has been v7rtualUy non-existent in Egypt for twenty 
an years indI cat that Egypc, to a potential U.S. investor, presents 


extrme-Ly di4,-ficult country for investment.
 

the ZEyptian economy been closed to U.S. companies2.13 Not only has 

for such a long duration, but also now that it is open, a totally alien
 

economic and social environment embraces the U.S. investor. This long
 

absence coupled -4th the strange environment not only makes the investment
 
time consuming. One U.S. firmdac±.sion difizult but also costly and 

:ecenrily told. USAID than a relatively simple feasibility study costs
 
$115,000 for a cold storage complex, with an escim ted total projmect cost
 
of 	only $3,000,000.
 

L14 As a rule of thub, a feasibilit-' study cends tc cost about cue
 

half of one percent of tne event-ai total cost of the prt1jo= being
 
true for arge projecr:, but the
investigated.. This is praricularly 


peruentage raises dfaorically for smaller investments. Vne cold storage
 

pojoct mentioned above indicates a 4 relationship.
 

1.15 	 AI has fInanced five (5) feiasbi!.li-t studies for industrial
 

the of studies are Larger
proj'acts at :requast the GOE. Alt.ough these 

:hey do indicate
 

bthan t;hose ancicisx~ed to be funded with this project, 
the. =gn:gtude of feasihilit7 study costs and in partic.=la that costs in. 

Egypt are significantly highex than the norm. 

Poeat 	 Total Es=. Total Stn.y Coast 

F easibi1±.ty Prolect. Cost Z.Tatal Cost 
Studv Cost 

.65 .	 QuAzVmia $1.3 -llion $200 million 

Ca=nt
 

L 	MI= Ia$u $1.. al Lon $150 MilLion .87 

3. 	 TzUt Glass "001000 $140 million, .64 

4. 	 E.f. Pulp/ $850,00 $1.o illton .69 

$ 	80 ll ..68 5. 	 Lake Qua=n $Map000' 

Chemicals
 



L 16 The cost/risk factor relative to the undertaking by a U.S.
l of a feasibilit7 study when coupled -ith the political considerations
makes it dlfficult to convince a company president or 3oard of Directors 
to commit funds to investigate Eg .t. EM..t is competing in the world
market for foreign investment, the fact chat the severe lack of informa­
tion necessitates a more costly feasibility study places Egypt in a less
competitive position. Financial and moral encouragement to U.S. firms
contemplating investment in Egypt em-1-atig from the U.S. GCovenent 
is greatny needed. 

2.17' The Private Sector Of .!Ice at USAM receives at least one serious
investment inquiry per week, while the Embassy Commerciall Office estirmtes
that tuo serious inquiries per week are received. Discussions with theInvestment Authorit7 reveals that during the first 6 months of 1979 moreU.S. businessmen have made visits than during all of 1978. Regarding
the Investment Authority it should be noted that a foreign company wishing
to obtain GOE approval for an investment must submit a complex and 
lengthy form cover 40 pages). Zn order co co=mlete such a form a rathercomplete feasibility study must have been made. Thus, a feasibility study
is not only required by the company making the investment decision, but
also by the. count-y (Egv.c) which is to receive the investment. 

Z. 18 As mentioned earler, several professional surveys have been.
recently undertaken in Egypt relevant to this project's concept and final
design. Those studies justi- 7 the project by indicating the need for
inves.tment incentives, one of which this project will provide. The
following four statements which were contained in the studies were usedin finalizing the "Humphrey Report" gives a rather clear i=dic&tiou of
the need implied dennd, rype and purpose of the project. 

2. 19 "The formulation of effeceive pioneer project incentives will
be required in order to involve appropriate firs as a joint-venture
partners. These incentives should include the provision of: Feasihilit 7s.tudy and pilot project funds for individual projects, etc." 1/ 

2.20 "As U.S. (or other Western) small-to-medium business fis
often do not have the funds to undertake exrensive featibilit7 andmazke studies and lack knowledge of the EMy. cian.environent andpot=enial. opportur.ties therein, it is necessar7 to develop a pZruam 

1/ "Small 1-41-=7 in the Zeyp-an Economy" Januar7 1978, 
Dr. D2a.win A. Roy. 

/~
 



which generates appropriate ±n=forae-on. It is recommended than USA=D 
consider the funding of feasibility studies and develop a suitable 

flv sys:mm that can bring foreign businesses into moreinfor=azion 
direct contact with small business Joint vencure opportunitias in 

E47,pt." 2/ 

Small Business Team reco=ends that encouragement 	 will2.21 "The 
between Egyptian and U.S. business organizations,be given to joint ventures 

and that as an incentive, funds be provided for pre-feacibility and
 
relied on resources available throueh the
fesibil.ty svudies. AID has 

(OPZC) to serve this need (studies)Overseas Private Investment CorpornLtion 
AID should explore possible mechana.ms which would permit it to share with 

poteit-ial investors the costs of such fevsibilit7 studies." _/ 

2. 22 "There appears to be a pressing need for more prellminary
 
to further the development
id.entification o'f investment opportunities 


of specific projects." 4/
 

experts resulted in the
2.23 	 The above quotations from recognized 


to Sectiou 9 of the

recommendation, in the publicationz of a "response 

more coaoaly known asInternet oral Secu----.7 Assistance Act of 1977", 

the "HFumphrey Report", for USAIDI/gvpt to design, develop and implement
 

an F 79 project to accomplish the above.
 

project is that onOne 	 final indicat:ion of the need for this2.24 	
Council which is constituted ofJune 30, 1979, the Egypt-U.S. RusiLness 

to the
private and public sector businessmen, sub-itted a memorand=uw 


Egyptian Peime in s ter which strogly recoz-meniied "that tha Investment
 
for certain projects of
feasibilit7 studies,.Authoritv should i'dertake 

nu:ional and economic interest and might promote them through the
 

financial institutions."
 

2/ "'Small Ld==7 in the Egyptian cc=7 January 1978,
 
Dr. Delwin A. Roy.
 

a Spect A I nteragency3/ 	 1M.S. Economiz Assizztance to Egypt, A Report~of 

Task Force", A.LD. Frebzury 1978.
 

41 	 "Assessment of Egypt's Izdusti=:al Sector", 
Arthur D. Little Znc., January 1978. 

ii?
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ti.POJCT DES CRmCM 

A. Detailed Descri-tions 

3.0i The goal of the project is to increase the flow of private 
eet the resourceU.S. investment to Egyp. The. goal is an attempt :'to 

gap facing the Egp:±an economy. U.S. capital and technology would 

help aleviatre the productivity, emplo7ment and funding diffic-ules 
facing the econ=y. 

3.02 The purpose of the project is to create a mechanism which 

will provide incentive for and expedite car-rying out of pre investment 

faasibility studies. It will also finance sector proftle studies, 
assistance to instit ionalizereconnaissance visits, ta.ining and technical 

these types of inves=enr incentives. 

3.03 As noted in the Uophrey Amendment Report, there are two 

major disincentives to investment in Eg.ypt, i.e., (1) lack of 
be made in Egyptiufor=ation upon which an investment decision can 

and (2) reticence on the paz: of U.S. c--mpanies to bear the risk of 
that if suf-icientinvest-ig in Egypt. it is the consensus of observers 

facts were in the hands of U.S. investors, a far higher proportion of 

a new investment would be -f= that sov.rce. Therefore, one i=portant 
aspect of the stvhies is getting the !for--a-ion of U.S. f --- s. This 

project proposes zo establish mechzn--- and assist investors in 

expl.oring Egypt's markets and potential productive capacity. The 

vehicle is the Tnvestment Department; Free Zone and Lnvestmenut Author y 

in. the Minist'7 of Eonomy and Economic Cooperatiou. 

.3. Outputs/Tnvuts 

3.04 The direct outpmrs of the project will be those Investment 

Aujhorir icd viduals .trained in designing and promotlug sectorial 

and pre-investment Zeasibil.ty stud.±es.. The seconda-7, but greater 

ourput of the project will be the number of Egptians who gain full
 

atisf7ig and. productive employment fro= mew or expanded enterprise
 
the projec'3 stiulatiou of U.S. investments in
which results r= 

until thexe isEg7pt. Lt is not possible to projent their number 

some experience w-ih the project. '-eriar7 output will be Eyptian
 

http:Zeasibil.ty


consuers who will gan through availabili4t7 of more goods and seruices 
and a -=a in geneal ef!icenc eIomy. t: is expected, that thera 
will be some related benefits in conditions of work. as modernized 
processes are intoduced.
 

3.05 The present project is alrmed at the U.S. investor. If 
correctl-iy ±ns itut.natized and proved successful, the possibility of 
other donors participatg is highly \probable. Both the Gearans and. 
the. JasnDese have icated an interest in expanding their pa.tici-ption 
in the Egyp.an ?r-lvaze Sector; and. in same indus tal secr-tors have an 
ac1novIedged. comparam-4ve advantage over U.S. firms. If the evaluation 
shows that the prujec is sutcessful, the GOE may approach other donors 
with ofaers o staff sinilar projects funded by them. 
Several Westear donors have concessLonal banking arrangements for 
priva.te sector f irms and. might asas be intetested. 

.i­

3.06 The advantage to the Egyptian economy would be an exapanded 
speccr of !inns under-aking with the commensuratewitesc±.a.c---s 
benefits of healthy compeitiou. A second mu-iplier effect occurs 
in the case of a. feasibility study which does not result in,a denision 
to invest. That information which is mon proprietary will become the 
property of zhe Aut:ho-r_7 which can then use it to brief and atrracr other 
potential investors. The definition of proprieary =formation will 
be silar to that used. by OPZC. 

3.07 The .nacs nec sary to achieve the above outputs are technical 
assistance., traimi-g, czmoditics and. fu=ds for cosz re mursemenz. 
Total. cost will. be S6.1 ,illion of which almost $5.0 =1114 a is the 
AID Lnput and $1.i million equivalenc is the esrn,=aed. =oibution 
of the GOE. The AID costs include $86,000 in !ccal currmency crsts and 
$455,000 for contIngencies =nd inflaticn. The f' $5.0 milllnu is 
distributed. into the .ollowing four (4) project modules: (a) it,sector 
profile study module - $998,000, (b) reconaassance v:s:Lt module ­
$ZO0,O0, (c) pre-n'vastaen: feasibll4t7 study module - $3,388,000, 
and (d) a pwoject: in tiutou&Ltza.tion module - $414,000. 
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Off ce of ?riLaer Sector 	Development (OPSD) has developed3.08 k'Is 
a comprehensive progra= t-. meet most of Egypc's requirements as s.pulaced 

by the "Tumphrey Report". The inter-re.2lationship between this project 

and. the proposed 7mvesemenr Center (ZC) project is quite clear. The 
mo bring comprehensive technicalInvestent Center proj ect is designed 

assistance to the Egyptian Ines=ert Center. It wiLL study the 

overal concept and design of Zavesr=,hn Centers. and fu.mish assistance 
Cen rs many ac tvitiasto increase the effectiveness of the Investment 

ot which this project will be but just oue. 

3.09 	 This Private Sector Feasibili-T Studies projects ;ill furnish 

with a. nev service to offer only potentialthe Invest=ent: Authority 
U.S. 	 investors. The existing Investment- Authority will !:plmnn this 

is implementing thisproject. However, a.t the same tiae 	that it 
by the ravestmenrproject, the Authority will be exaIned and assisted 

Canter project. In short, it is analogous to AID going through a 

reorganization process while at the s=e time implementing specific 
ne" underakings. a=d. proj errs. 

C. Realationshio to 	 0OPC 

3,10 Both the hissiou and AID/W have had corswderable discussions 
with OPZC to assure that this project will not compete w--ith the OPIC's 

letter da:ed July 9, 1979 fromFeasibi-4.it Suzveys program. Annex J, a 

Robert R. Wolf, Vice President, OPIC to Joseph Wheler, Assistant
 

AmInrd atr, AID indilcates not only7 that OPIC's'pazt±C±.a&tion inL
 
the. project's design and development has been solicired by AID, but
 

also that OPC believes that '"e (OPIC) view the. proposed prog=am as
 
pu.rpose and operating detail
being sufficiently dLfezenc in scope, 


as to preclude s-Ign.IFicant d~i_- involvement by OPTC."
 

3.11 The p ropos-d project is herefore 	 =ot viewed as competing 

with 	OPZC. W-ntle, it is pnssible to isolate a li±:ed =umbe of areas
 
this -ith the OPIC p=ogr=m
them a. U.S. investor might compare program 


to select the. most. advantageous, we feel tkis proj eat as ptaposed Will
 

impacus to all of OPIC's programs and services
result in Lang range 

for Egypr...
 

3.1 	 As previously stated,, this proj ect =as racomeneAd, to be
 

the Report to Congress as an
developed by AID, in 	 Humphrey. Amendment 
ventures bythe establiszenr. of -gyptianincentive to 	 U.S. joint 
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of effor ad costs)and .Cunus (leve,
WA*atioushl± ber'ag_ U.S. Turs 

($000) 

Te~4 ~AS~ a±±~g& Other 
Co= ditas Ceucs 

(a.) 10o secoT stu4is $ 918 (90 pm) $20 (C) S"40 (C&I.) 

$100 (RS) $200
4 65 (6 pm) $ 1 (C)

(b.) 20 Racooa-4ssa=c 	 34 (C&X)
Visits 

$3,000 (IS)
() zo Pr.-rUvas=9-l $ 65 (6 pm) .4 (C) 

309 (C&I) $3,383.easibjiayStudies$ 

$ 41. MIc) $72 (C&IW 414 
cipar.~s and $186 (17 	PM+(Q~ 15 Par 	 2 PASA) S105 (T)

System Developmen 
 $10 (a) 

TC) $3,1555 $5,000 
To= 	 $L,254 (1.1 p) s191 

cost fiwfc±z
C 	 . Ca== g... aud See'ices in '-c.al 


Mulation
-CQon±:LgefCy, 
v.s-It fimdsaReconnIassanceRS 

PS P--inves~a=.t feasiblaty su.'eys f ds 
a=d serv'icsLocal ==.aacy supportLC ­

a=e best esCt±3tas, ch=g ul.bi Lica items or/ 
NOTE: These above numbers 

o:otha spac4fz in.centives 	are 
be a-da as the projez. develops and d4ma d 



provid=g funds for pre-feasi5b' ' and feasibi ll-ty studies. The 
uTphray Report' otes AID's previous e-cclusive rel, ante on OPIC, 

and raco=ends the establishmenc of this special A= project. Tha 
Smafl Business Tean survey also recomended such a proect although 
targeted a= s=all to medium sizad business f!-s. 

3.13 Based upon axperience of USAID, discussions vith potential 
investors, pronounceents of GOE officials and coments from the 
aio= Business Council, we feel that --he teed --o encourage foreign 

investors is not limited to small/=edi'. sized fi:ns. Consequently 
in designing this proj ect we have allowed fund to be. made available 
to the entire spectuu of potential U.S. investors because of the 
strong need to at---ac U.S. joint venc=es in Egyt to stimulate 
economic development. 

3.14 17 addition to responding to a Bumphrey Report recc:endation, 
tis prj ec is sIg=nfLca-.y u=ique in tazms. of -he envI-roment in 
which is to be opera'ing. Egypt is in an exceptional position whereby 
it is receivIing ex aordinaz-7 large. amoun.s of U.S. support for 
development and nor-al U.S. facilities (priva:e and pub i ) are not 
present. ' OPIC's program is desigmed. to res.ctd to aditional not 
exceptional posi:t"on on enccuraging U.S. foreaigu iaves-elnt. This 
;rojecc is desi-ned to respond to the existing- exceptional situation 

e
in Egypt by oftetIng greater incentives and institution b, , J -. ng 
elene=zs which oP:C cannot do. 

3.1.5 	 Addiiona-1y, this project is currently viewed as a non­
asprecedent setting one, designed to serve 

an indmucement t- encourage investors du-ng a period where some may 

not yet be willI=g to comi: any amount of funds for investment studies. 
This unwill-ngness to co=i=t such funds may "e scounger in lange 
'"Trtune 1000" fi=s, many of which are mature, budget/cost conscious, 
subj ect tz more conservativel Board. of Directors 'dec.ision aking, 
than smaller, more flexible, and higher risk taking ccmpanies. ftar 
this praje-t is completed we hope OPZC incentives should 'ze adequaa.
 

The above should not preclude a follow on proj ec should the GOE,
 
OPIC and AID determine that a. projec: of a similaranature is wazrantad.
 



3.16 USA= wtl. encourage and assist in the establisbaent of good 

working relationships bemween OPZC and the Znves=eut Authority, 

including encourag-mg potenia.:. investors to utilizze OPZC fmds for 

their projects. Addimional!7, OPIC's ofter to cooperate vith the 
in the U.S. will beTxvestment Auchori=7 and to promoca the project 

most welcome. he project includes funds for short-cer= consultants 

to the Auhorit7, if OBIC has experienced personnel available for 
the utilza=tln of a ?ASA arangemntassistance., USA/D l encourage 

OPIC exposure to the.th OPIC to mJ"iz.d=e costs and to -aximize 

to be substan"'i y broader3.17 Fimally, this project is designed 
in s=pe than =mre pr-imves=ent cost sharing. This project will 

provide institation building co the Authoricy in handling of and 
studies and. the a.bove. entioued licksacquaintanca with pre-inves3ment 

encourage teconnaissanceto invsttutioz P ch as OPIC. 	 The project will 
surveys limit',d to U.S. Eirms not on the "Fortune 1000" List. 

3.18 The project will to t 	only produce professioual quality pre-. 
profile 	i=ud±.- in specific industrial sectors, but also establish
 

Authori-7 to eventually pmducfe
the in-house capabl'y7 of chz 
s for use by any foreign investors. Other differencestheir own dcc=en 


from the OPLC progr= are, the Lavestor is not required to obligate
 
cost reimbursable.
itself to OPrC financing and more realistic max== 

project are not performedma-y17,.facets of tLislimits. Zn co=ausc whileby OPIC and are conside-ed essential to this project's design, 

tne the proj ect will assist OPZC in developing Bgypcaxc the s-P 
as a -akt far OPTC services. 



1V. T!ECOICAL LESC..'?T'ON 

A. Sector Studies
 
n 

through the General Oranizanon for Tndust----4alzatio
4.01 The GOE 

in 1.977 which identified 
(GO) comp',aed si mao= industrial sact= studies 

The proj eat would. 
L mbe "ot opportun-ires for investment (Annex K). 

areas i=fo-aton 
start wih these studies, and £deuti!y where and 

can be made. Areas of investigation for sector 
pro otional .ovemaents 

the A.D. Little work previously mentioned. 
studies will heavi!y rely upon 

the areas of high priorit7, the Authori :7 would 
4.02 Having identified 

(10) of these 
then proceed to undertake a secoria. study on about ten 


These studies would be .elacivel7 brief profiles and.
 
priority sectors. 

of anufactuzing,iport requiremeuts, present stare
would identify markets, 

for exportLabor availabili:ies, potentiall
raw mate iz availab-ities, 

:f any, etc. These profiles would. be done by a 
and pricing restrictions 

or Egyp.ian(contr-act) and four more 
ream consisting oi U.S. technicans 

disc.tbuted cc the profiles would be widely
professionals. Once pleted, 

The study wculd be sufflic-ent. to allow 
to interested U.S. c=.panies. 

and toinitial decision reagard.L.g an investment 
an investor to rake an 


undertake a. =ore speciied.pre.-ivesfe-: reasibility study. The OZC 
e ­

frame of reFerence will be utilized In eszablishi4ng the desi.ed para 's
 

st-ud4es and :,co~naissance visits. 
for these pre-investmenc feasibility 


See Annexes L and. M.
 

nvestment in a par'icja
In additi=on, requests for .4vice on 

44403 
potenzia , the Autho-Ity

sector will be reviewed and asm-Ing some 
interest from available dat 

would then const--uct a profile*of the area"of 
provide a fr=e of rererance 

and. provide this to the inquirer. This would 
these profilesthe practicable,to the potential invesior. To extent 

on sectors which are labor intensive, export oriented.,
will coucen=te 

and meet thL c.-teria of the congressional andate.
 

funded by this project in areas forbidden :or U.S. 
4-.04- Any sadies 

Ile s, citrus, sugar,
assistance or of a sensitive nature (shoes, t 

the Grant Agreemaut
-L--! ba avoided. A speczi±c cove ant topaalmil) !or 

wi" prohibit the use of any project funds to finance studies 
for export: iproduction or any co~cdit7establshing or expanding 

the world markets or willin surplus onthe. c-diry is '-ke!7 to be 



the proj ct
cLuse substantial iruy to U.S. producers. This element of 

than the other th-ee.wil-. be of shorter durai=o 

3. Reconnaissance Visits 

4.05 1. a sectorial study assessment provokes further interest, 

a. U.S. company could then ask for a Reconnaissance Survey Gr-an. to further 

Egypt first hand. To assure t at only
investigate the situation in 

grant
serious zomanies are involved in receiving any AM funding, the 

of waolk- applicaiaon,will require a. credit repor', brief scope on 

List olf ant cl+ated contacs and a biodata of the individual making 
-A .-rien repor- o :he reconnaissance visit w%1- be

the mission. 

requize. prior to the rei.mbursement of costs.
 

be made available to
4.06 Reconnaissance visit fuding 	will only 

1000 and/or minority owned
small business fi=s not on the Fortune 

to pay forcompanies. AD believes that large firms will be able 
this proj ect will encourage and assist

reconnaissance surveys and that 


mll and/or minority U.S. companies. MLs. progra= wLIl be Lliied
 

to a -maxcmu of two par-cipancs per U.S. company, with a limit of
 
on any sUrvey. 017 one reconnaIsla=Ce Surve7 per


$3,373 per pe-son 
do -Iars just as 

company is a.! .w;able. Per diem , i-' be paid in U.S. 


TDY'ers. Tw,;en.y U.S. firms reconnaissance surveys
AM reimburses 
by the projej t.

of two people each are ancipazed. to 	be financed 

C.. P.e-,aves=ent Feasib.ili-7 StudT 

4.07 When the. reconnaisrance visit o the sector p f les resul s in
 

a positime expression of interest by an investor, the investor Will
 
grat will 50%uppI7 for a Easibility Srx.y Grant. 	 This meet 

of the eigible cosi:s of the proposed feasibility study with the ocher, 

the pocertial investor. In the case of "Non-Faortme L000" 
50Z being mat by 

75% of the costH s, the Lund would be preparei to meetor minority 
some pteftew-niaof the feas!ibit7 s=dy. This also would give 


csideanr, to U.S.* sma1l bvainess.
 

defined and reflned by the coutultanJt,4.08 	 E.ligble casts vill be 

such as ranslation services,


liits will be. establizhed, and items, 
pilot pojc and special

vehicle rental., raw manariial analysis, sall :cs 


U=Like the OPIC program, a. decision 
suzveys will be allowable. to
 

the invesent will not result in repayment, of rha IM

proceed with 

granz element of the feasibility study.
 



-ade b" the:o "nd- a. f=sibili- stud" will be
4.09 The dec son 

the CCE and USA . 
Authority in accordance with guidelines developed by 

of personnel data, financial
These guidellnes will include. submission 

credit report, and othar overseas
stud7 budget,statements, estimsted forms 

ventures or experience. Suiplemental procedures, application 

the U.S. consultant. Z_ is expected that 
ea. will be developed by 

employees
will be examined by two Znvestment Authority

ap-plications Zt is esti--aed thatconsultanc.who will be assisted:by the TT.S-
to be done 

will fun& 50Z of *the cost of 2 feasibilit7 studies
AID 

of the large studies should, be $2.4­
by large fllms. The total cost 

Studies for 8 smal!/minority owned firms will
ilio. Feasibilit7 

75. of a study's total costs which are'
be assisted by AID funding 

be hat these figures cnat be 
estimated to be $600,000. I:.mus. nocted 


flexible.
 

4.10 	 The project will encourage the utill.atior. of the U,S. f-L-m's
 
of consultants
the studies', however the use

in-house e.pertise to make 
evidence that such a us& 

will be allowed. if the potential investor offers 
business practice.

of consulcan=is in keeping -it. the fit=s normal 
and design cost estimates 

studies will Allow pre.iminary egineeringThe for detailadEowever costs
i. 	 order to maka am ir-estenz decision. 


!or plant consc-,action a taer the
 
design and en--guee-'ni services 

will. noc be eliible for financi-g. The
is madeinvestment decision 

to AID approval
with the U.S. consultant, subject

Az.tho -zt7, working to be promoted. Additionally, 
%4l1 issue a "Postive.List of Studies" 

vill provide the Author-t with a "Negative List" of studies which
AID 

the fund cannot finance.
 

a reimbursement basis, 
4- ! The gan=t to a. piva=e firm ill be on 


completed pre-inuestmeut feasibility

with payment made on delivery of a 


Allowable costs !or reimbursement by the AuchorIty will be
 
study. 

per day which must cover salary, per 
economy class cravel plus .100 

home oftice support, local cransportation.
dig=, telexes, translation, 

wriUl noc be paid.M and vacations or profits
Overhead, diferem.tials, the U.S. fL has 
The use of consultants may be urtilizad n times when 

firm's normal way of making an or if. i:t is theno ex-cpertise in am area 
The Author:i7 -ut specifically 	approve the 

investment decision. 
for consultants will be 

uc!i ration of a consultant. Reimbursement 

$250 per work day. Reimbursement with AID
 

econoqy" class travel and 
to S0% or 75% of chese limits depending on the 

.funds will be Limited 
U.S. dollars like A. TDY 

size of the U.S. ffir=. ?er dim 	will be in 
the study would be undertake= a ihi 

reimurs-ement.. T is anticipated that 
one
 

60 days of grant app-oval, and would be completed nor latex than 

p=&-ivestmen

7ear • following approval. Zt is expected that some twenc7 


will be produced.
feasibilibty sciuies 



4. i.z The p=j act is designed so as to encourage the f=a±o, If 
and E&ptia= business. Z: has

joint venture encerprises between U.S. 

been deterined that. a more cost ei-aec:ive pro!ec would result in
 

offering the feasib-iIty grant only to U.S. f---s and. o. t!he
 
not ourside consultants,Egypciam firm. Since "in-house" expertise, 

iputs :o a feasibI.lty sudy, E7ip:±an
wi. supply :he geacest 
firms were not deemed capable of furnishing th.s t"pe of expertise. 

the costs of' Egyti= firLms making; a~feasioi3.ityMd:tionally, fInancing 
study would requir-e local currency 	financing which A= is not prapaz-ed 

to do a.= th time. 

the project is encourage4.13 	 ?inlLY since the intended goal of to 
their own or in aIjont venture,a U.S. firm to Invest in Egypt, eithex on 

that U.S. fi=ms should have a major roleit has been deterned.ed 
co an ±vescent on their

in conducting any feasibility study leading 

part and usually only aftrer the feasibility.study do they (U.S.
 

out a potential joinc-venture partner.
firms) seek 

D. Znsti:utiouali±:ation 

4.14 The project will-L be im=plamented by a mi4-".rmumbexr of U.S.. 
ou high quality

and Egyptian personnel, with the emphasis being placed 

in iwvescment anaDysis will be
and innovation. Sho-r- car =aiming 

Z! thethe U.S. !o about 15 employees of the Auhority.provided in 
of work proves to be high, additional Egyptian szarf will be

volume 
training. A.maadn'. of one long-texrnprovided as 7will be ad4irional 

are e=vtsianed with
(18 monchs) U.S. tecnician and five EgypFians 

chair ma or emphasis be.ng develc.menr of' imple ze-zt-'on systems for
 

the c-ee maj or p=oj ec funcrions and transfer of knowledge of how ,o
 
staff. 'ow additional U.S. 

muse those systems to additional Egyptian 
one from OPIC,ucbnicdan , short tr--n one contract 	 and ?ASA ski-led 

counterparts in developing a 
in economic feasibility work will work with 

and training . Througho=;mat for pre--Lves-eu.t. !eas,.:lt-7 studies 
these. stdies the technique of developi-g then will be

writing o 
transferred to the c.un--rpae=s. 

4.15 	 The long-ter= U .S. technirian assisted by t:ie short-term,
 
and will work with councepa s
procedurescosuLta t. will develop 

in thbe Authority to davelop guidelines for evluiarting applicatians.
 
joizr.1y so tha. the caunarpa=
Fasihili-1ty studies will be evaluated 

vil be able co handle the ezpected. caseload wL---houc experise. A 
are to be adaquataly- of 15 Egyptian p-ofessi naLa expected 

program without U.S.tmind and prepaaed to c.--y o t-Is type of 
the Authoritypersonnel. Thareforea, this project will supply to 

http:joizr.1y
http:deterned.ed


specialized assistance in estabLishing and operating only this project. 

We: do not wan: to overu.rden the . ,u!:-7with supeet!uous technic.ans. 

4.16 Zr is aoc envisioned. that management assistance to the 
orAuthoric" regarding their existig operations wilZ be necessar7 

required. The overa.-I technical assistance, including manageent, 

will be covered in the proposed Inves=enc Center Project, being 
ihis project is specifically designeddesigned by A.D. Little. 

mort'tha 'Lves~en: Auhorit7, it is thereforeto assist U.S. copan as 
not primatily an ±nstitution building project, but is "specIllc 

results" otienrd, vith some ias:titian. benefits. 

E. Technical Teasibili4y
 

4.17T The p=bl=e of incre.asing investment in Egypt can be approachead 

in a number of fashions. A preliminary atte has been made by the 
Council through the use of a consultant to briefEgyp.tian-US Business 

possible US investors on the advantages of investment in Egypt. This
 

effort failed as a result of inadequate 4_-formation being made available
 
and the fact chat at the time of the effort the
to the consultant 

concerns.atosphere was not conducti1ve to imvesmant by US The
 

Peace Ag-reeenc had not yet been signed and efforts to reduce the
 

tape which has been a. major roadlock to inc-easedamount of -ed 

investment had not been mounted.
 

4..i8 The. situation at present is fax d/ffereut: Because of 'the
 

change in the investment tllzate, the al.arnacive of the use. of the
 

Business Council is no longer appropriatae.- Te GOE has dedlicated
 

a great deal. of prestige to the emcourageent of investment and is
 
implement,,convinced chat .fial insti.tins are needed. to 

:heir objectives. The creati n of the Lvestmeut Au horicy is a clear 

this high pricrin7 and assistanca to the Author:t7dumonstration of 

is the only realistic alte--native in light of the expressed. GOE
 

desires to b&. iavolved. in prcmotion.
 

ftr inves -ent4.3.9 Ais±id-frm. the overa.l, selection of a vehicle 


en.cuagemenc, theme are sepg-.ate feasibilI7y questions concerning
 
there is a wealth of informacionthe methods to be employed.. Although 

very littleon. various aspe=s of the g.rpti an produvtion sector, 
in a fo= which would be-usefulof the available data. is presented 

have not receivedto the potential. investor. Six GOFI studies e.dst which 
of these and other datevide dessemio.-tion. The dessemnination 
and statistical ceportswhich are avaia4-le. = vaticr-_s. studias 

develop. The .. .
axe essential. if ge=er in E -ian investment is to 
4 repors w--l require thetask of assembling these pr ea-si 4 .-


servics of a 4ull ti=e expart who has expezience in putting togehe?
 
mows what the. pocetial.
sdinmIx dCcnrs in. the- past and. who 


investor is looking for.
 



in 	 Philippines,.4.20 Efforts such as this have been 	 carried out 
reat success. Tadividuals existTh-alnd., Korea and. Singapore wih 


who can do such studies. A, co=plete sector profile xill, not be able
 

to be completed Iy one generalist. The pro- ect has recoguized this
 
of funs for short e=- assLstance on
,need by building in an amount 

sptcLfi- areas. 

be 	mada, availabla4.21 	 Once the studies are rplecd, they will need to 


the various potenal investors. This wi'l be done through the
o 	
che.US, t:He USvarious cmerr-ia.L banks in 7 ypt, with contacrs in 

the Egyptianflepar-en of. C==r-,rce, the .ddla East working group, 

Ebassy Co=mercial Section
Enbassy. Co ercial SectLon in the US, the US 

Sector Development, thein Cairo, the USA.M/Cairo Off-ice of Private 


Tnvestment Au.hoity and. the US--gypt-an Business Council. With all
 

of these potential dist--ibucors- it is anticipated. that there will be
 

no dead ending of the prefeasibilit studies.- An adequate printing
 

budget, to be provided by the GOE, wil. assure that enough of each
 

.eport will be in-'& available.
 

4.22 The final feasibility question on the prefeasibilit7 element of
 
the project is whether there wel1 be sufficient EM.ptan staff available
 

to do the work. The ;roj =: design and budget has been
 
two people available . developed to ensure . :hat the GOE mate 

for thi aspect 	of the project. Eigh educacional qualifica-tions will 

be required and the salary Level of the ccunterparts -11l be of a.
 
to motivation to these individuals. The
suffiie- t level provide 

to 	pay wages above GOE no-llyAuthoticy has special clearance 
to 	ar---- the most quali!ed. people. Because apr -ved scales in order 


that there will be any d ffi=ul.y in
of this, it is noz expeczed 

a tacting sta-f.
 

T. "raziinz 

4. 	 3 The type. ol training needed to qualify individuals to do
 
reconnaissance surveys
pm.feasibility studies and evaluatiou of 	 and 

readily available at several localitiesfeasibility study reports is 
in the U.S. In 	aktotro OPTC has developed criter-ia aixd check lists
 

which will be. adap-ted to the unique requiemen. of

for these items 

Egypc b~y rl'.e proj ct: technicians. Zt is anmticipated that the
 

wll take place at OPTC and. special U.S.. 	 insitutious.counte-parct --a fg 
am. a dicing basis) may be provided. at a.SelectiLve course work (=n 

The progr--s wril- be
school of business adnis--ratio. -aiing 


more f-ull7 developed by the proje cechnicians once tha9 are on board
 

and. have. had. a chance to intaract -ic. cheir counterparts.
 



G. Criteria/li -Cie 

the i:ams which will be contained in the feasibility4.24. Yany of 
studies wil-l be considered proprieta7 by the cc=pafly do'--r the study. 

had to be developed. As much of
Thus some protec:ive mechanism has 

will be funded by the AID, the 
the datz to be researched and. develope. 

applicable.
Tormtion Act will beprovisions of the Freedom of OPIC 

to safeguard the confideutiaL.LY of its 
has developed a procedure 
ciet =ade secrets and daza and this project will adopt those which 

ome appropriate. 

non-proprdetL7 aspects of the 
4.25 Attribution of US 2unding to 

By using this technique, those
another possibillty.studises is 

firm wishes to remainthe participat-nSelements of the study which 
to their funding. The technique most 

confidential will be axtributed 
the contractor 

the Egnean situacion %_l! be selected by
appropriate to 

advisor and the management of thelegalin consultation with the USAID 
Authority.
 

3Z form the underpinnings of the new 
4.26 Although Laws 43 and 

exper±enced bysector, di4ficulties have been
emphasis or private 

to make inves=en, decisions in Egypt. 
pevate businessmen atzemp.z 

the policy oanizatioualattributed toThese d "Icoi4es have been 
in the Ep-tian bureaucracy.problems eude=mc 

4..7 On the top policy level the " ster ull.mately responsible 
ation

fimly ccited to .the expansion of private parti
for the project is to;Tune 1979 a major meeting was held solicit 
in the Egyptian economy. n 

sertor individualshow to expedite investment from private e e dsuggestions on ca cm±tZwas that the, GOB was fir-LyThe messageZd GCE buzeaucrats. asregulations should be intarpreted
to the"Open Door Policy" and 
generously as possible. 

are impaorrart to the success 
Organizaztional in-tetrelaio.5hiP4-. 2 for=ed. or anizatin wbd=h 

of the project. The Authaotry is a nevly 

to long standing GOE power, cenuetr . The
 

has no tradicional linkages 
are :ealative4y m--m­rems of the proj ec~torgaozatinIJ.requ 

close relationships wdth GOFI,=The Authority will need establish 
come=ial banking comunity. Rael=ins 

the Y-t±istry of Elnance and, the 
other donors, the US Embassy, Cairo, Comnezcial Office and OPItC 

wd.h 
of the cont.ract techniai-as.

will be aided by the presence 

se-c up :-egular meeti- s 
4..09 Z- is expected that the Authrity wil!l. 

of. the earlyf proj ect implementaniofl.
for exchanges of Ideas as part on the longerat the Authority will. focus
,',. potenial cozpani=n projecz 


ane'. more, cdiiult Prowles of. investment. promotion, and maj or
 
te= ct=r ed. itself to

the long run. The GOE has
pn=Li settin over 

is reascn to expect that the 
suo=. this pro.jecz and there every 

funded and arranged..be p-rcpe=!yan=L=tio0Ua. elements will 

http:confideutiaL.LY


4.30 Data in Zypt is =-al17 charac:erized as un elable. As

good daa.t is essential to both the pre-feasibilit. and .easib iUlty

studies ic is essential -hat data be made available early and in 
 a
 
usable fra. Early in. the project the con-rzc:ors and the Aurhority

will arrange with the Cencral Bauk, M-Iis--y of Finance, other elements
 
of the inzs4try of Ecouom7, the MIT team and the Cal-Davis taei to
 
obtain the latest available statistics on areas of interest. Funds will

be avaiable !or no=a.L credit checks on corpanies applying for
 
assistance.
 

4.31 Zt will be.the responsibility of the company carrying out the
 
feasibility studies to obtain informatiou from. possible joint venture
 
partners. The development of specific. market data rill also be the.
 
responsibility of the individual 
firm. Labor and raw material 
availability can be defined in gross ter-s by the. Auzhori.. De.tails
 
will need to be provided under each feasl-bilicy study.
 

H. Financing 

4.32 The OPIC grants for'feasibility studies are structured not to 
exceed $50,000 and not more than 50% of the cos: (75Z in the case of
 
non Fortune lOCO Comanies also with a limit of $50,000). This project
 
proposes a higher Limit ($200,000) and more Liberal cost a/llwabilir7

(trmnslators, local =2nsport, ezz.). The S200,000 li=it takes into 
account the difficult working evircument in "gyp the need to develop
io=ation from, own resources and the proj ected siz.p of investments. 

4.33 Feasibilicy studies t.±anced by AM !or major infrast=uct=ure 
or manufacturing projects have proven to be expensive. The projected
$2-00,000 frigure (darived by 50Z from the estiate of'$400,000 total 
cost per study) will be re-examined af er several studies have been 
ca=r±e, out and. read-usced ao=dingly. Zc is presar.eLd as a "best 
estimate". 

4.34 OPTIC has developed guidelines fox qualification for reconnaissance 
s:tudies and. feasibility studies. The first task of the U.S.
consultact will be to develop and. formalize erizee.a fa cualif1.rcaius,
based on the OP:C model. 



4-.35 Forenmatel7 an established administrative home already exists 

for this project. The General. Author'7 for :.nves--ent and. .- ee Zones, 

establ shed in L97Z, in an autonomous age:0r of the GOE, ope_,a:±ng 

within the Minis7 of Zconomy and Economic Cooperation. Lts pr.ncipil 

f =Ctioo are: 

under Law 43
(1) To approve applications for foreign imves=ent 

the Authority isas amended.. Im cwn7yig our this funczion, 
assis.ed by techcica! experts !ro the pe.--.ient Govez=:ent 
:v:ist±'eas.. 

and, operate free =nes, including(2) To authorize, establish 
t-ansit free zones (three being established), Aree cities 

zones (four planned or under(one established), industrial free 
zones (numerous).,costruction), and private free 

'(3) To pr=oote foreign and private invesomant 	 in the private sector, 
of the proposedincluding the establishment and operation 


znvestmenz Center.
 

Deputy Chairman,
4-.36 The Aurhoricy is d/rected by Mr. Ga=a E l-azer 

,who su rvises a. s-aff of approe-ael7 200 persons, including 100 

officers.. 0ficArs are assigned approxi=ately as fol.lows: 40 in Ilnand 
and 20 in Usearch, anr Prmotion.

ProJecxs, 40 in -=ae Zones ?-oj ects, 

!or and within the kathori-7;4.37 The US techicians will -ork 

establishing, guiding and training those ETptians who will be prim-il7
 

responsible for the p-roject's administratiou. The Research and 
headed by Dr. Wahba will administer the proje=t. No

Ifromotion Departent, 
The Atithority will not requirieadministrative probles are envisioned. 

U.S. M-anagemert Consulting fi:m, but willgenexal assistance ftm a 	
forrequire specific projecz related assistance as mentioned above 


ImplaeminO.
 

ancig f-or tvo peson =onChs­4.38 The proje= has provided 
a PASA. type arrangement. A=/Wof work by OPC professionals through 


has ,.Lread7- discussed this possdb'47 with OPZC but at this time
 

norhing det r d e has been. d arndmed. OPTC has s-tated that they
 
is our hopeare, extremely unde taffed at this. time, haver it 


that OPZC and, the Authority wil. establish a cooperative relationship
 

through. this pros eont
 

http:assis.ed


foux C4) project sub­4.39 7able r eves a de d~Plan Of the 
aceivities, their assumptions and cost bulldups. As mentioned earLier 
this proj ect -11=-L7 hear!!7 upon OBIC and. critmeia.ry gaidelnes 
As a Cond-tion P.ecedent CC?) co dLsburse=enr the AUcho -, W'ih the 

assistanca of :he U.S. consul.an, wilt have to develop con.rac:s 
will 	be entered imto by cha Authori-.yacceptable to AMl. These contracts 

and the U.S. fi= undartaki-g either with a Reconnaissance Visit or a Pre-

The will specify aid detail eligibility,TZvesmcent Study. coutracts 

pa.ment and ope-ational. ce--e'ia some of %hichar.e tentazvely awrisoLezd.
 

as follows:
 

(1) Only U.S. li.-s will be allowed to ,tilize any funding frm thiA 

proj ect, for definiticn oi a U.S. f irm, AID Handbook 11, 
Chtar I will prevail. 

(2)Xsxin .rmizhusament for any one Feasibility Study wil be $200,000. 

(3)Hs=.mm amount rei=bu=sem=t to one individual for a raz.zmaissance 
s=vey will be $3,375. hai:= per diem will be $200 per 
day. 

(4) 	 Maxi=u per dirz for reimbursement for a feasibIlit-7 stuc.7 wJ'il be: 

Q) $200 a. day for aLccm~any employeea 'r b) $'Z50 a day &-or 
a consulcant. 

(5) 	 AM funds wiill.. not be paid for per diem's d u .g scopoCvJrs 
o. either Reconaissznce Sur'vey or Feasibility Stud.es. 

(6) 	 He depeadents or re.La-fons vi-- be relmhursed. to accompany 
ian. indlvida . during a. reconnaissance visit. 

(7) 	 U.S. Source and. Origin reoquinenents will be in eff act !zor 
=imburse=ent of goods, sexvices and tramsportatiou under this 
proj ec.. E-conomy adrlie fares must be utilized. 

(8) 	 AZD funds will rei=burse tavel from the U.S. to Egypt and 
return. 

after(9) 	 Reabuzseme=t for any costs wtch An unfds wiZl -.olTy be made 
receipt and approval of a Reconissance Visit Reaport or a copleed 

Feamibilit7 S--,d7. Progress paymeucs for reimbursement of 
costs in =muliples of $50,000 =ay be alaowed on a. case by 
by case basis. 

will 	be Made oly(.0) 	3R oarsemen=t for F-easibfit Studies coasts 
as a. pec-enra a of total invoiced. costs i.e., A3M funds will 

pa. for 50% (large fi-), 75% (sma.ll .i=s)or tocal ansportaclo 
etc.. Costs will. be sha=ed. onCosts, total. per d.ems 	 a puz­

passu basis. 

/(6
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Table l(a). 

..OCT SM-"--.!.T ss..TONS A.,M COST 3U L.UTS 

A.. Sec=r Studies (pox study) 

(1) 3 contract technicians for 3 mouths 
each Ctoa 5 profess!.onal persou­
months par study) $93,800 

(Z) Comodt eas 

(3) Contingency & Tflatiou 
Total cost per sector study 

10 studies 

$ .,000 

$ 4.000 
$99,800 

$998,000 

3. Reconaissance Visits (per survey by 
2 employees of a.U.S. fi=) 

(1) 1 conctact echnician for .3 
professional pe-so=--cuth 

(supervision, polity, operations, 
guidance) 3,5 

(2)" Codities0 

(3) R.iembursement 

T-avel $1,100 

Per Dien 
(7days 
a~t $200) $1,400 

$2.,500 z 2 people $ 5,000 

:4.) Couingency & Ldlation 

Total cost per suve-y 

20 acouna-ssanza s:.-veys 

L$.700. 

n.o,000 

$2.00,000 



(U ) 2 ±a~liy' AM approvaL -4i11 have to be given belore any 
Racounaissanca Vit or Feasibiit±7 Studies are under:aken. 

(12) Applications from a U.S. f." for ei:her a Reco=aissancz Survey 
o Feasibility Study Grant must be accompanied by a recent 
ced-It ripor: of the U.S. firm. Detailed Scope of Work and 
cost esti=ate will be required along wi-h other i-.fonatiou to 

.bedate.ned by the Auzhori7, TM and. the U.S. Consultant. 
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Table L~b) 

C. ,,pe.jmzn fasibil-t7 stmdies. (it is eniioe thaC 
of 20 f aasbJI4 Cy

P±Spjcz -v--. assist in, the. Mzc±n 
!.-4 in the 'Tor--m LOGO" an& 8 by

st~djas - LZ by U.S. 

sun.lez U.S.- fis)
 

est mated = require 801) L e E.asbiitr Scudv 
leve-. of effort. Using in-housa Martism, 

potsoua. pesu-ot a day).
the cost pex. per~om-motth is estimatad at $5,000 ($200 

$4009000Toa3. cos:. pez S=z4-y 


$200 ,.000
fund S0% pez stud:7A= =O 

$2..400, OOC 
11 ~are Tesibill±7 Sti.uAe 


- estiatad to :equi~a 20

()Sm,~I easib lit Stud 

1o effort Using in-house
Profassic~al pars=ou~thsleve

$5,000 par parsou-nonth ($200 a day)
zcpcrt-,-se at a. cast of 

$100,000Total cost pe= study 

$ 75,000An fzndL 75%. per study 

S 60.000 
8 Sma.12 a=b2t Sudies ( S coes) 

()S=13cr- cost -jg eih--er ?esblt Sud7
 

$* 3,250S
C==wa= suppamt (.3/vork-monchs) 

.,450L3tt~~o.~~~~~ 

$19,400s%*po cosr por study 

S ~3 0
S CSts2D SdIes ort 

$-,"8,000
20 Fa.ssb±117 Stud~as Total. Cost 



D4.. y ,. e=.-- _of & r.--nmin;g 

(1 

(2) 

(3) 

contact Project . a 

Coftale/Adior 

PASA OPTC 

Tota Couc=aur 

emenc 18 Mmnhs 

2.Months 

Z uachs 

$154,995 

2,5 

510.34' 

S1a86,000 

(4.) Co=od± es 

(5) Local Currency Support 

(6) Co4.g e==/=i tzf1ion 

$ 10,.000 

$ 4L,000 

$ 72,000 

Tab.. for project izplmaeaon 

.(6Z of proj ec: otal) s309 000 

(7) Tzaini±/TaJel 

(1.5 persons $7,000 each) 

To cal. .u lemetation/Tz.±lIm 

$105,000 

$ 4.4,000 

GRAKD TOTAL $5,000,000 
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VT. Econcmic Analvsis 

6.01 The economic benefits ftom the Projec:'s Sectorial Studies, 

Racennlssance Surveys, Feasibility Stud-es and Trai-In components 

are 	i possible to quant-fy. However, to the extent that inforzation 
policy makers .and investorsdeveloped h=ough this Project allows 

to make better informed decisions concerning their respective interest 

in the iniusnial sector, :here will be a positive benef:I to the 

Egyptian ecznomy. For example, the sector studies may identif7 
could be removed by policy makers; orconstraints to growth that 

priority investent opportunities that could be undertaken by in­
foster sector development.vestors. Both of these factors uould that 

the potentialAlso, the feasibility studies would inform investors of 
Thia wouldpayoff and risk associated with z particular investent. 

in effect reduce the risk of =aking an investment and thereby encourage 

additional investment as well as increase the overall average economic 

raturn to the. Egptian uco-nmo on investment. 

.

that there is a risk factor 	of 25 percent on in­6.02 Let us assume 

vestment 	 invg-.pt made without a feasibility study. Then, by using 
cus from the Economic .na!lsis of thethe ± form.tio, and assu--m 

Brivace Sector Encoatagement Fund Project Paper (Section VI-, 
return (M'.) dOuProject No. 263-C097), :he exec:ed economic rate of 

private sector inves=men= ade with untie& aid and with no 
be about 1.5.5 percent. However, a feasibilityfeasibillty study ould 

same 10 ;erent level as~ume4 instudy should reduce the risk to the 


B.tagraph 8.05 of the above Paper. Therefore, the mxpeczed MQ would.
 

increase about 5.4 percentage points to the 20.9 percent shown in
 

iargraph 8.07 of that Paper.
 

6.03 The total value of feasibility studies that would be car=ied out 
on. Mission e=perianceas a result o& this Project is abouz $5.6 *n" 1 1 4 

studies costs represent abou~t I. percent toindicates that faasd~ib 4 _ty 
the to:. investment being considered. Hovever, it is not certain
 

the private sector busIness community

.hat this fa:cr would hold for 

which. this Projec= involves. Therefore, we assume a 2-5 percent range 

%tould be a reasonahle .relaionship between study and irves.ernZ costs.. 

Ihis implies investmenus cot-1' 4 n between $112 .illion and $280 
these investentsmillion will be studie&. We cannot say how many of 

However, we can state that the expeCtadwould ar-tual1y be ca=riei out. 



ER should be I. the neighborhood of the ZO.g percent esa:e4, for 
private sector investments (-ith untied aid.) in Paragraph 8.07 of 
the Private Sector E cauragemant .und Proj e.t Paper. 

6.04 hile we cannot quantify the i=ediata, atte=dant, econo=mic 
benefits. Egypt would dar.ve from whatever Level of investmmt is 
ac,1a2ly fostaread by this Proj ect, it is useful to note what they 
might be. There would be in=eased mobilization of domestic re­
sources. for investmenz purposes as profitabLe opportunit4es are 
identifieL. There would probably be a fareign capital inflow, in 
te;s. of money or goods, = make the investment. Prior data Indicate 
ths would b.e about 50 percent of the t z! level of inves=ent. 
From the re..-ouanr prduction, there woui'.d probably be net foreign 
axchange savings through imort substitur-ion or met export earnIngs. 
Also, produ~rity!L- should increase through the in:rodtvction of new 
technologies and more advanced management practices. These are oct 

inclusive of the expectad benefit but are exemplar7 of the more 
Important i=awira ones. 



•Vn. SOCIAL TALYSTS 

obje t-ve of 	 any program of industmial.7.0.. The 	cenc-al scial 
in Egypt should be :o produce:inves=ennt 

a) new income screams troindividuals
 
b) Lger i=ntoa s =eans to individuals
 

7.=2. Emgciam .ndust:ha1L in estmenr, particularly in the public 

sectur, has charac:e-.isticlly been sub-optical from a social point 

of view. EcLicy objec.ives such as 1.por: substitution, independence 

bom exteral scurce of supply, etc. have biased much past invest­

ment towards a le .el of capital izcensit7 which precluded ez:ensive 

of income streams to individuals.impact at the leveal 

T.03. A cental. analytic problem in designing industr -al invest­

ment 	projects in an environent of relative labor abundance is to 

optial path between labor productivity and.
select an economical-ly 

levels which dll insure a suffic-ently skilled andreasonable wage 
stable suppLy of workers to the enterprise. In countries where 

labor Ls a sca=ca and costly tactor of produc-on this can be 
(inextremely coc.lex.. in 	 Z-rpt, where the labor su.Pl7 MosC 

categories) .s not severely cost.aied and the uni: cost of labor 

makes i a r.-lztively inexpensLve f:accor, the fi: betveen economic 

opral.-y and socia-l optc-':_-ms.s a. relac.vel7 good one. The 
to find the optima-lpc±vate investor ur" 1zes -easib I I-i studies 

of view of 	 recurn.oan investent. Under
tac=or mix f om the point 

Egyptian conditions well done -'easibility st-ies should (in the
 

cowards moderate labor intensit7
main) bias Investment selection 

of moderate. labor productivit..
•umdaz ussumpcions 

7.04. The 	 private indus.tr"al sector in Egypt has distinctive 
wage razes,chsaczterdsmics w th respet to Labor produc-ivity, 
!actor rLacos.J-ob =caxtion and capital/laud/laborcapizal coscs of 

wo will. look 	at these unique features of privace 
- In this anaLysis 

the problem of moving new
indnst-y in.Egypt and how they relate to 

the. soiaLLy 	optimal path to more jobs and higher
investment 	 toward 

pol-cy vis-a-vis
7.05. An optmal Evgptan development inveseant 

output 	would. not sek to maximize oucput per unit of cai .al
 

Such a st raegy is too si-pl.sLc and wou .d tend to

inves~enr. 

a. large nwmber of
emphasize labor intensive projecrs uiliing 


yonkars. per. uut: of output, a strategy sure to result in Low-age
 

job creatiou. Since there is an abundance of ov wage jobs in
 
polif-y which

Egp-3: and. low open unemploymemt, a development investment 
would nor best serve Egypt's needs.

om17 emphasized. labor prd"c=1:v-t 



7.06. Nor should development invesient policy be geared towards 
=iaxiing jobs created per un: of I ves,-.nt for the same reasons. 
This kind of strtcagy would si ..- L7 tand :o e=hasjze labor 

intanusive investmencs generating low wage employment. 

7.07. The emloyment .zpact o the Feasibility Study project will 

derive from enhancing ov'erall productivity. This general7 requires 

an inc-rease of the productive capi-al invescent per job or "capital 

deepening". The aggregace consumpcon/production objective of the 

poje "e'is to facititact pravace capi:ta for-azion (investent) u-ith 
a view towards ef:IicientLy maxiding out-put given Egypt',.,, resources. 
Since it; appears that the appropriate em;ployment objective should 

be to attempt to enhance worker produc:±vity rat r than create jobs 

per se, th.re is considerable compleen:arity bet,;een the two 

ptincipaL inves=ent policy concerns of the TeasLbi.Li7 Studies 

project: employment ipact and pro duction icianey. 

7.09. Annex R of this pape= reviews the empirical evidence relating 

to labor intensity and wage levels in .heEgyptian private sector. 
The evidence supports the conclusion tha.t the 
project is consistent with the social objectives of Increasing the 

numb r of lacore sc ei.ms to ±ndivLduals and. increasing the magn aes 

of private income streams. In the interests of fogenc7 and conceptual 

incagriLT the projact £Is not socially premised on forward and bacr.,ard 

linkage e~facts or secondar7 e=ployment impacts. These are additional 

posi,.ve !afzcm, bu: tha. projec. is Judgead to be socialy sound 
in its own right. 

http:posi,.ve
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VIMT ?rMANCZAL *?TAIi 

A. Source of ?unds 

8.01 All An f.nds should. be provided, as a gant. Of the 
projected total AM input of $5.0 mil1±on,$86,000 or 2Z will be local 
cu-en7 costs. The pounds requ red 4-" be dollar !=nded for the 
reasons given in Annez 3. The GOE wil. provide, staff laci.ties 

and opeataing capital. The value of the coutrbiton including 
allowances, wl total about $L.1 million or LE 808,000. Total project 

coats will be $6.1 mill on. Thus, the GCE contribution to total 
projecc costs will be 18%. 

8.0Z About $3.6 million of the projii.: total costs are direct 

reibursement to U.S. companies for reconnaissance visits or pre­
iuvestent feasibilirl studies. 

B. ArLication of -irnds 

8.03 The following threm tables provide breakdowns of proj ct 

costs by source, type and by annual expecditures. 



C. Financial Plan - Table 2
 

U.S. 	 TIruts (inUSS 000) 

S(US) "E 

(000) 	 (000) 

(a) Cotract tachlm-cans 

15. 0 Z8.88LTpm 
101 ST pm $1088.7
 

Z PASA pM (OP C) $10.3
 

Total 121 pm 	 $1254.0 

(b)framin­

15 par'zricpacing $.05 

Cc) Coodi-tas 

Equipmazt/Suppl4as/Veh:Lc-s 	 31.A.
 

(d)Oth., Costs
 

C) Ranaissance VisI-s (20) 	 .00 
(2)FeasibiLity Studies C20) 3000
 

(3 otnec &Inflaton (1Z -5
 

4914 LE 60-Total. 
4-914 $8i61/Total in us 

$5,000
Grand Total 


equ:Lvalent != local. curency costs for housing of the
 
-s-ident consultant andl equipment procured is raco=nded i.n order to
 

ansure that the advisor is adequately housed and that the equipment is
 

/ ih/.$T86,000 


and ffitcu
q.uickly pu-e- aed. The c= (2) expenses a=e t.ne consV-z 
budlets, 	 cu=rency
tor the Au.thori:t to Justify in their annu 	 -cherlocal 


=s" to be provi ed byr the Auchori.i arn 2ar.y7 "z .=d" and.require
 

o.Ly a.re-allocazion of their ezisting budget, not add:t±oual. budget
 

:5=44- . t: is deemed tecessax7 :o ensuret -. ±me
..plementiaou
 
of this project=hat this waver !or $86,000 in loca.cost Linancing
 

be approved.
 



D. 	 GOE Con.-tbue.ou - T'able 3 US 

W1 Staff- (di-ec:=) j/ 

5 professioual f'or 30 ==hs 70,000 100,000 
2 secretares 12,000 17,000 
..dte:/zessenger 6,000 8,000 

(.2) 	 Staff indirect osts, 230,000 358,000 

(3)Office space, housing, utilities, 
Phones 300,000 429,000' 

(4) 	.sc-11aneous expenses 17 ,000, Z.3,000 
(consulting pra=tg-postage .­
+ 	 infla.io. @20,) 

zt.' .Z 808,000 $.,.s5,ooo 

The Lnvestmamt Al ity'as aiztha±t7 to pay Ugh'1Incez a salar-es. 

http:infla.io
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E. Table 4.:, PTO.cted Annual 
($o*oo) 

Z-ndl.ures L/ 

7? 1980 F. L981 . 1982 Total 

(a) Sect:orial 

AIDa0 
GOE 

Studies 

.175 
498 
56 . -0-

998-. 
7.31 

(b) Recon 

AID 
GOE 

.ssanae Survevs 

L25 
60 

751 
20 

. 
, 

-0-
0 

200 

(c) Feasibility Studies .. 

AID 
GOE 

500 
-0-

1500 
-0-

1388 
-0-

3 388 
.,--

Cd.) chamica3. Assiscea 
imnlementaetcu 

AID 
GOE 

170 
3400 

144. 100 
.144 

414 
84 

TOTAL 

IDGOZ 1 295535 Z 2174,76 1488 • : 500011552_.. 

GRAND TOTAL 1830 2&93 1632 6155 

I L.E. $1.43 

./All AZD fimdi to be obl±gait.4 in FT 3.979. 



A. tmlementin: Assistance 

9.01 	 The services of a U.S. consulting firm will be raquired for
 
can be
the izlemmntation ot the projec-. The services to be provided 


into two areas. The first area is to assist the AthotiL7y
sepazat"d 
in promoting, approving, evaluating, funding and ccn=olL.=g the estimataed 

twenty (Z0) feasibility studies which U.S. firms will undertake in Egypt. 

The sacozci service will be to proiute an es-timated tan (10) industr.al 

sector profile studies which wil. be made available to potential investors. 

9.02 It is anticipated that a. "Woirk Order" Mype. contract will be
 

utilized for the U.S. consulting firms contract. The reason for this
 
la that the sectors to be studied. cannot be speciftca.l!7 identified.
 
and therefore the level of effort for an individual study cannot yet be
 
determined making eaa rz costing impossible. Needless to say each sec-tor
 
study will require, d-ifferett levels of effort fro= di0ferena personnel
 
at different salaries.
 

'" 9.03 Zc is envisioned that the Auchorit7 will enter, into a ost 

Country Coact==" with a U.S. fIr-, a=ceptzble to AID, for assitce in 
implementig the entire. projecr. and. to poduce the specific se=or studies 

desired.. This contract will call for an esci:=ated 119 pe=3on-MOnths Of 
work large7 in Egypt. Appro±ax:t Z9 person-moanhs of uork will be 

required in Organizing, developiag and supervising the entire projaect 

while a= addiroual level of effot-, of 90 pe=sou-months w1il be 	used. 

htO prodc=e the 10 "Sector Studies". 

9.04 In addition to the above, plans have been included for fumdin 

two pecson-mouhs of work by OPIC professLo=als through a. BASA type 

.arrzagean. LID/W has a!L.edy &.scussed. this possib lity with OP= 

but at this time noth=ing definite has been determined. OPIC has stated 

t h 'they are e tremely under-stafted at this time. With th:s in mind, 

designed. so not fcr assistane,the project has been 	 as to rely upo' OP=C 
buz to coperaro. w xh OPT more for OpCs benefit. 

. Oo era=tons 

9.05" The U.S. Consultant's Z9 person-monhs of vor, with and. for 

the. Authorit7 will incIude the,orkfoLloving tasks (a. d*C I ad, Scop* of 

.is being prepared,): 

http:industr.al


a) iti adie dalogue w.th OPTC. 

b) Develop selec ou criteria acceptable 

sAthoriq7 for selacrion of: 

I.. Sector Studies 
2. Recnna=.ssano. Surveys 
3. Feasi hl-I-y Scudes 

c) levalop v s=ple system for the Author 

to AZD and the 

ic to uil4ze for 
appr.ovtng f or f nding each of the above three sarvices. 

d) Oranize an operational unit within the Znvestment Authority 
to tmplement the project. Develop job descriptios and 

e) 	 Deterzine physical, requirements (office space) and equipment 
needs. Purchase necessa T equipment. 

f) 	 Establish a cooperative relationship ith A.D. LiLtl&who is 
developing a. list of necessary Sec.or Su.voys. 

$) 	 Create an outline of the fo.rat and content to be followed 

in each Sector Suzvey. Maeping in mind that the survey must 

be easily updated periodically. 

h) 	 For each Secror Survey, a Scope of ork, level of effort, 

permsonel, and cost estimate =sc be developed and approved 

by the Authority and An. 

L) 	 To facilitate and z.mimize t me and costs Lu :he prupa-a io 

of each Sector Scud7y, contacts for cooperation and infort oan 

sha -i w-il be developed with GOF-, MHnIrt7 of Zadustry, 

Customs, Taxation, Tmansportation. 

J) Develop ,.o-crol system for reimbusement f r Reconnaissance 

Surv.ys and Feasdb it.Iy Staudies, dete= e allowable costs and 
: paymen . 

k) 	 Develop applIcation forms, content required, approval methods 

for U.S. Li-ms vaneing grants for these two types of accivities. 

1) 	 Develop acceptable guidelines fo: hand'ing "proprietary
 
imn=o. n" resulting in cozp leie& feasibiz studies.
 

Develop a. system to handle "aFeedomof Tnor:ma.tion" raquests.
 



a) 	 Develop acceptable time If-ame for a U.S. firm to make an 
investment decision, after which their feasibilit:7 study 
becomes public property. 

n) 	 Develop system, contracts, records, methods, approvals, etc., 
relaIva to cost reimbursements for .ecunnais~ance Surveys 
and Feasibility Studies, i.., L/C, L/Comm, Direct Reimburse­
ment,. DRA, etc. 

a) 	 Develop legal agreements, Forms, etc. for contactlig between 
the Authority and a potential U.S. i.-vestor. 

p) 	 Develop guidelines for determining the umxi= hliizatIon 
of "outside" consultants by a U.S. firm. 

q) 	 Devel/p system and procedures to keep track of progress and 
costs of any pre-investment Feasibility Study being undertaken. 

r) 	 Deveilop method to ensure that AI or GOE assistance through 
this project does not imply any additional support such as 
financang or approvals. 

s) 	Develop responsiiities of a U.S. fi= utlzing reconnaissance 
sur ey grants fun=ds or feasibility study funds. Frequency, 
types, content of progress and lina%reports vill, be determined. 

:) 	 Assure cooperation and not competition with OPZC. Develop 
procedures to consult with OPIC so as to preclude: 

1. Double financing or 
2. Financing U.S. fi.= with which OPIC has had bad experience. 

u) 	Develop and prduce prmtioal materials to market the p=aojra 

grants. 

v) 	 Develop program to initiate interest in sector studies.. 

v) 	 Establish working relationship and lInkages vith ine'tmti ns 
capable of financing any investment made by a.U.S. P±= 
i.e., U.S. banks, OPIC, 7,_C, 	etc. 

x) 	 Design, develop and ipleenT. in-house and U:S. =aining 
programs for up to 15 Egyptian employees of the A'thorIr7 
to develop skills in implementing Sector Studies, and FeasibiLity 
Studies. 



y) 	 Enlist ±_erest of other foreign governments o establish 

s±-4Iar programs for Eypt. 

z) Develop and promote Racomnaissance Survey . and Feasibilit7 

Suyprogras 

lamented 36-month period..9.06 The proje.t 	will be over a 

The. 	implemea.-. on will be the responsibilit7 of the AuzhoricT, which 

c~t~he 1in4rd = of Economy and Econmc Cooprm-tion,is established 
five 	 or six-member staff (depending on the intensit: of activity),a 

work 	 directly with :he contract technicians (U.S.w.L1l 	 be cestad to 
of the USA.D Off ice* Cos~).Monitoring will be the respomsibility 

of Privte Sector Developmae.. 

be procured. d.rectly9.07 , Offshore cozo&-'7 for projecr support. may 
Direct A Procurementby = (See Annex B - Recomendation to Authorize 

of A3D Financ.d Comodities). While none are antic±pated any waivers 

necessa:y for dollax financed comodicT,parocurement ffro.cm mon-U.S. sou-ces 

basis. A:D =&7 also assist in the
w:ll 	 be proposed om a case-by-case 

of project support coodities such as office equipment,
local procurement 

air conditioners, ac:r.
 

9.08 Traiing requirments will be developed f'or and arranged by 

the U.S. co==a r. Na lacil .es will be contruced. 

C. .	 to.emena.tn Schedule 
Responsible 
O.anizationDate Azzion 

USAIDSep.. 79 PP approved 


Sa.zt. 79 Grunt Agreement signed USAXDfGCE
 
Oct. 79 Co= rz=r negotiations star: 	 GOEICON/USAID
 

GOE
Nov. 79 Cnd-4.ons Precedent met 
GOE/CONBost 	Con Con-act signedNov. 79 
USAL/GOENov. 79 Purchase of vehicles 
CONB.r-Tves= enc F-eas.IilityNov. 79. 

LZ Technifcian. Advisor 	arrives 
79 Sm=-up corod -Ie purchased .USAZD/GOE/CONDa t. 

80 Sec= St&7 tch arrive CON
Zan. 

CON*Feb. 80 Seczazlal St=dy Work PLan 

See.or DavelopmeuntUSAD USA=/Cairo Ofti=e of Private 

- Znvas-%:nt Aurhori=7, =7~srof Ezaro=m and Ecoromic Coapezz:±omWOE 

CON US.. conulting Eirm under Host Countr-y Cona-z=
 

PS - 7. S. ?2Lvz Sec-or mes.toz
 
OETC - Oveeas P=:vare. LLves-ren Coration
 
OJT -	 ,obOn-che- t=aining
 

UM -Projact- Ant..cipazad Comp ler-.n Date
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Respons-ble 
Orzani:at±ou,
Date Action 

Feb. 80 Pe-tesan=t21 St# V'otk Plan CON 
start CON/C;OETeb. 80 Sector Studies 


Feb. 80 Guidelines for aeconaaissance CON/GOE
 

Studies published
 
March 80 Guidel-Ines for Feaslbilit7 Studies CON/GOE
 

published
 
Studies distributed GOE/CON/USAZD
March 80 P-.-Feasibi'Ity 


CON
Harch 80 Fiszecounaissance Survey 
CONApril 80 Elzsn trainees star: 

April 80 Relatious between Authorit7 and GOE/CON 
co=erial banks initiated.
 

June 80 OJT for Authority staff intensified CON
 
Aug. 80 Sector Scudies delivered * CON
 

Sept. 80 First Feasibilit7 Stud7 implemanted GOE/CON
 

Jan. 81 Second. ST. training" dertaken CON/GOE
 
Jan. 81 Final Sector Study presented - CON
 

Technicians depart 
PS/CON/GOEMa ch 81 Reconaissance visits end 


March 81' S.T. Vv-alua.t=on of Perfotnance USAm/OPIC
 
April 81 Local scalf, fully trained. and. CON/GOE
 

Coutract tech. depart 
CON./GOEApzil 81 Ll Autho -q7 systea in place. and 

being&tested
 
May 81. Firs. Feasihility Scudy resulting in PS/GOE
 

decision to negoiciate investant
 

June 81­
,0ct. 81 Assis-tamce to potential investoz GOE 

?S/GOE/CONOct. 81 1" P e-Tvestment Feasibili7 

Studies in process
 

lAm. 82 Mr-de~pth evaluation UgArn/GOE/0PIC 
ather to expand. project GOE/och=e donorsFeh.. 82. Decisdon on 


to other donors participation
 

May 8z 18 Feasibilit7y Studies completed, PS/GOS/CON
 
2 in proce s
 

X~ff' 82 rFicst2S investment decision made PS
 
GOE/USAIDDec. 82 PACD 

D. Co-"=acor Se-ec ---on 

9.09 The project wil =1.i-ze the services of A.D: L4i1 as the 

onsulnta to the Au.hozity. 3ased upon the following legal and, practical 

zasons, we feel. this is just:ified. 



9.10 Zn September 1979, A.D. tittle wil begin work on tha vesr=a c 
Cancer ?.oject .easibli-=7 St d7. Formal AM procureenc regulations 
were followed in the selection and contracting for :he work. The C3D 
notce (An=ex .) requesr-g pre-quall ication data for this study, 
indicated that "a follw-on aoncract might result." One of the first 
tasks of A.D. Little is a decerminacion of industrial sectors in. Egypt 
which should be studied in detai to encourage __ves ena. 

9.1 Given the fact that A.D. Little will be heavily- involved in 
d,,er- ing ich -g7pcia indust-a sectors should be studied it is 
d.ece=ined that quite possibly A..D. Little should be the f:== which 
actiually makes these studes. Since 73Z of the envisioned U.S. snsulzant 
contract under this project will be involved with the production of those 
SacA'ozial Studies, it appears that A.D. Little is the . prime candidate. 
to un=dctake the consultancy work for this-project. 

9.12 Because A.D, Little is deeply involved with the Authority in 
laying the foundacion for what. will be 15% of the contract work of this 
project, we feel it is justifiable co state that A.D. Little "can 
demonstrate to have a unique capabiliry by reason of special e.perience 
and laci-itie.- to perfor the serics req'uired for this project.'' 

9.i3 The AID program in Egypt is currantly under considerable 
l:±Lisci= to "speed up the przo ec implementaticn process". Since each 

and every delay in a project's implementat-on would bring add4tionail 
c--tlcsm. =o the Egypt prz-= and thus impair :he objectives of our 
foreign assistance progran a "East ack" implemantat:on of this 
project wuld al-na-ca an inpai-ent of our assistance progran. 

9.14 Fin tLti is our belief that because of A.D. Ll=te =ide 
track on this major aspaec of this project (Sec-tor-.ia Studies) coupLed 

wth the fact that. the Auhority is excremaly pleased with A-D. Liztla, 
it would. be quite d ifIcult to believe that i nmego tItions were to 
begin anew, thzt A-D. L:tle. would. not be sle--td.. Given. the fact 

t h the selaacon process requies U.S. 44 to expend bath cime and 
oney on such a p=cess, it does not appear entirely fair t require 

U. S.. f to uda=cak such costs when theiz chances of selectou are 

so meager. 

9.15 By negotiat"ng a =ntract with A.D. Li .le, We envision. ,L ti
 
savings of betveen 4-5 monchs (almosc 20Z of the proj ect) i=plementation
 
per-iocL. Because A.D. Lccle is already "on-che-job" axid aocking with
 

the Amuthzdzr, we. Leal1 a. cznac:= wth A.D. Little would bde. &t least
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20Z less expensive than "r=ih a new f6=. The decision to negotiate a 
coutract -izh A.D. Li::le is practical and just-iable. 

9.16 The prject has been designed to be i2.lemented by the Authority 
with technical assistance from a U.S. contrac:or in the specific areas 
previously mentioned. The coucractor's role -ill be Lom±ed only to 
this projecz, and theai degil.gs with the A hority will be sizilarly 
l1:m± ted. 

9. L7 Although the project as described in this paper is considered
 
complete and capable of being i-plemented successfully, given the in-u.
 
described, there is a possiblilry chat additional assistance for the
 
project's success will be offered by OPIC. This assistance may allow
 
OPIC to play a role of .uerediarT in :he U.S. between the Authority
 
and potential U.S. investors. 7his assistance is not deemed necessary
 
for the project's successful ... lementaticn, but it would be welcomed.
 
At this time OPIC, who volunteered the possibi-l..7 of fur-ishi-g the
 
assistance, is discussing it with A./W. It is anecipared that OPIC's
 
-ewards vould come f-.= financing and/or guarantee business which might
 
aese from U.S. inveso.ents in Eypt.
 

E. Evaluat'_on 

9.18 The project is of a reasonably short- duration. The =mst 
crititiz! =meaure of success, im the short run, is thm a%:be: of Feasibil­
iy7 Studies co=pleced and number of dous.reasn invescaent which result. 

%.The responsiveness of the GOE in prov-ding inpurs is also a cri-cl 
=easure. both in tems of priority assigned to the actiLvicy and. abiUt 
of the project to be responsive. 

9.19 Qua=terly comrQzaczar repor-s will be the.prime means of 
monritting the progress of the projec.. At month 24 a. special evaluation 
team will be orranLzed., consisting of an OPIC ofticil, a Mission 
representative and a high level G;E, inisery of Economy and. Economic 
Coope~racion fiil This team wzill. evaltate the proj ec: agalInst the 
targets set forth e, the logical frt.ework (Amne.v N). Recommendations
 
devolving from this evaluation -which should take between 2-3 weeks)
 
will ovide guidelines regarding fu==e acti-:7. The evaluation will
 
be made available to other donors for cheir examination. Any future 
U.S. inpu=3 to feasibiliUT s.tudies will depend on the findings of the
 
evaluati1on.
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fzom nev
9.20 Base data pertaining to econom.c beneift5 de~ved 

LM'S !unding o- sub-loans made by
±nvesmeucs in EgypT eax ss !ram 

data andAdd!tional7Y World Bankthe DevelopnSn iTdustr- a 3ank. 
u*'" 'ed for comparative purposes. Such data. 

stacstcs vi.! be 
will include: 

a) tnvesamnt cos-t per Job. 

b)' Value ourput ewpo-'ed/, o. valu output. 

c) TIpc.ted inpu:s/total value inputs. 

d) Value added. 

a) Value added/output. 



r. RZC0W-'.DAZCNS * CmCIMM"T0NS. COVLEMANTS 

A. Reca~nda -on 

0.01 a- is rcoe-dxd that a. project with an A =zst of 
$5.0 mi!1on be approved with tha totalamount obligarad in FT 197%. 
The poj oc wi--I concer=aca an ecouraging U.S. husicess to i=vest 
i, Egypc by off'ezng fin. ciaL, cachrzlc,. and insic toual assi s­
=ca. The ,ater two elemens useful Lila to Egypt -ill e.tend far 

be.ayud, the projecz's . period -he ac--. inves=ants±!Lenenta-.on and 
into producLve industr:al. enterprises which the fInancial assiscance 
is to ncompl -±sh =ill. beneit Egypt with emplo,,=ent creati4on, expart 
ea4gs a=d the tansfer of indus ctial technical k=w-how. 

10.42. I= is also reco=ernded that the following waivers, dataenations 
and except14s be made: () A supplier .ationalit7 Requirement vaiver 
allow .g the pu-hasa in Egypt of to U.S. manufaczared vehiclas with 
am.esatted value. of $ZO,000 (Annex C); (2) A deiir-n-Uati . tha 
local f. %.cng with dollar a.r.opriation In the amou.: of $86,000 
is ne assary far successful proje ie.enat.cn (.A=nex ); and 
(3).An exception to the general pollc expressed in Policy Datarrna-+ ou 
68 carl-' for hos counry procurement of czchodi.ies to allow dd.ract 
AZD procurcment oaf up to $45,COO0 in co~od-I ries (Azaex ) 

BL Te,--- 1 flIates 

L..03 The termal date for satisfaction of condiioms pzacedent 
cc 4nitlal dlshurement will be 90 days troz the date of the projct 
grann ageemenz stgping. The Project Assistana Covlatin Dan (PACZ) 
is st a= December J., L982 •which -w.1 allow. about thre yea.-3 fo 
the erpected =tisfc=tion of Coditi.cns Pe-acedent. The Te..-na3 Data 
for ope.ing lecter of cc--,menc -wil1be '.Mrch 31, 198Z. Tec:zi&t 
Da= for dIsbu=s=ezns will be Jun, 30,. L983. 

C. ondtions and Covenaes 

10.04 Several couditiozs and. cov=zzts for a-factive projec 
msplemettion and expendlm=r of Fid-s for p=jac ac=ivities are 

Arcad±I ad as frlow: 

http:ie.enat.cn
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the 	granc,Z0. 0Is ?r±or to an7 disbursemmnt or cco±t.ent under 
AID will require the !o12.owing: 

names of the persons auchorc-e4L ca a. 	 A statement of the 
Inves=enc Authcrit7 and areprasent the GOE and the 


specimen sg -zure of each.
 

thi 	GOE has passed on the grant to theb. 	 Evidence that 

Tuvesme Auhorit:.7
 

c-o 	 staf- members of the ivestmaent Auzhant.7 a.. Ev.dence chat 
to AD have been designatad., one as pcojectacceptable 


an assistant.
director and the ocher as 

for 	sector studes, thethe 	disbursement of funds10.06 Prior to 
to have a contract for technical

Tnv e mt Author-t7 will be required 
prior to the disbursement of funds

assistance acce-itable to A=. 
feasib lty studiesvisits or pre-investentfor recea,sa-ce 

submit pro-form, contracts acceptable to AID
the 	Authority will 

U.S. investor will enter into,
which the Authority and a pocential 


cost el.6gblU..7 criteia, cost
these contracts will establish 

and the =elationships between the firm, the


rem'bu=se=ent c-i tari 

Authority and -D.
 

30.07T AID's "Scadm-d Grant Agreement covenants" wil. apply. T.Z 
val

addition, restrictions on the types of +-='vestrenzs to be assisted 


as AZD/W has deemed approp-ace.
be prohibizad 



AMA 

MINISTRY OF STATE 
FOR ECOLNOM.IC COOPERATION 

Mr. Donald S.: 8,own ' "I7 
US AID Directbr 
American 	Embassy, 
Garden City,
 
Cairo. Sept. 10th., 1979.
 

Subject: 	Project fi. 263-0112 
PHvate Sector Feasibility Studies. 

Dear Mr. 	Brown,
 

Our letter to Mr. Tifft dated July 10, 1979 informed you

that we had approved the Project Identification Document (PID) for the 
subject project, which your office sent to us on June 19, 1979.
 

This letter is to formally request that you consider ex­
tending a S5.0 million grant to the Governmentof the Arab Republic of 
Egypt for the Investnent Authority to implement the proposed project
which will create a mechanism to provide incentives to U.S. firms. to 
make investments in Egypt. 

Sincerly 	Yours,
 

Gamal EI-Nazer 
Minister 	of State for 
Economic Cooperation and
 
External Financing.
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AN=EX B 

Recommendation to Authorize Local Cost Financing
 

The major thrust of the project is to assist U.S. companies in 
making profitable investment decisions in Egypt. Zn order for the 
project to run smoothl7 and effectively the majority of work will be 
done in Egypt utilizing resources available within Egypt. The significant 
external costs are direct reimbursement to U.S. companies for their 
costs to make their feasibilit7 study. 

In dollars, such local expenses will not exceed $100,000, to require 
that the GOE pick up these costs plus staff, facilities and operating 
costs, i.e., all cost but the reimbursement costs to U.S. companies,
 
would obligate the GOE to bear roughly 64 percent of project costs
 
and mean that the real resource addition of the project to the
 
Egyptian economy would be very small.
 

In addition, it is proposed that the necessary local currency be
 
procured by purchase with U.S. dollars. The main reason for recommend­
ing approval of dollar financing of local costs is the unavailabilit7
 
of additional excess Egyptian currency for use in this project. As .a 
result of the high level of activity over the past three years the 
amount of excess Egyptian .Pounds available for programming has been 
severely depleted. The U.S. Embassy has submitted a plan for the utili­
zation of the re-nIng excess currency which does not include an 
allocation for this project. Eighest priorities in this plan include 
conclusion of existing local currency funded efforts, Foreign Building 
Office requirements, American University Endowment and other AID 
projects. OMB has informed AID that while this proposed plan is still 

"under discussion, the. chances are very slim that .ll AID's local 
currency needs can be met. It is envisioned that there will be a coisider­
able delay in. confirming the final allocation of U.S.-owned Egyptian 
Pounds. 

Present implementation plans call for full funding of the project 
in FT 1980 so that all project activities can proceed expeditiously.
 
Delays in fully funding the project until the anticipated negative
 
decision on Excess Cu=rency availability is fo=slized may lead to
 
disruptions in the project schedule and a consequnet iessening of. the
 
projects impact.
 

For the foregoing reasons it is recommended that 1.ocal cost
 
financing be authorized in-the amount of approximately $100,000, and
 
that it is determined., in accordance with Section 612(b) of the Eoreign
 
Assistance Act, that U.S. dollars may bi used. to purchase the required
 
local cur=ency.
 



ANN= C 

Justification for Waiver
 

of the Suvolier Nationality Reouirement
 

for Eouiament Procurement
 

to purchase for the Project miscellaneous equipmentIt is proposed 


(Annex 0 ) and two motor vehicles (29-passanger carryalls) of U.S.
 
out of bonded storage
manufa-cure from an Egyptian supplier f-r aelivery 

on this basis in lieu of purchasein Alexandria or Port Said. Procurement 

from the United States is necessary in order to (a) rapidly initiate
 

operating time.project implementation and (b) maximize vehicle 

Project implementation calls for the immediate information gathering 
the input of the direct-hire upon signing of the Grant Agreement to maximize 


project technician. Available and dependable transportation is important
 
the consultant's
to the development of the project and the efficient use of 

and waiting for delivery processtime. Going through the tender, bid award 
to the United States can be expected toif procurement is limited 

1/2 of the remaining time. Local procurementconsume 3-4 months or up to 

would permit reducing the time required by 2-3 months.
 

is the need to have vehicles thatRelated to the timely procurement 
not have its own vehicleThe project willcan be satisfactorily maiitained. 

can be difficultmaintenance capability. Maintenance of any vehicle in Egypt 


due to spare parts shortages, but this can be more serious for V.S.
 
that are not very common nor backed-up by an extensLvamanufactured vehicles 

To better ensure that the vehicles procured are keptservice network. 

establishedon-the-road, it seems desirable to purchase makes that are well 

and servicing are readily available. In EgyptI.and for which spare parts 
made vehicles, Dodge and Chevrolet, are welldistributers for two U.S. 

established and have effective dealer-service facilities. It is proposed,
 
or Chevrolet vehicles be purchased. The cost
therefore, that either Dodge 

-of the two vehicles and eqluipment will not expected to exceed $45,000.
 

a basis.
Procurement will be on competitive 

A.L.D.'s source and origin requirements, and Section 636(i) of the FAA 
be of U.S. manufactureact, are satisfied by the facts that the vehicles will 

they were shipped from
and. will be purchased from bonded storage to which 


the United States. The supplier, however, will be an Egyptian firm, and
 
1, Supplement B,

hence a waiver of the nationality provisions of Eandbook 
to the supplier in U.S.

Section 5C is required in order to permLt payment 
or more of the

dollars. Waiver of the requirement must be based upon-one 
that

criteria set forth in the Handbook, the relevant one of which is 
to the success. of the project objectives. The

such procurement is critical 

Mission Director's authority to waive the nationality requirement is
 

162 of Septembex 20, 1978.included in Redelegation of Authority No. 

42k
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BECOMIMMTI0N TO'AUTRH0RIZE D!?XZCT 
AID PROCUREHM OF AID-FIWCED CMIODITIES 

The commodities to be procured under the project consist of those to,
 

be used in support of project operations. The budget amount for-' 
this procurement totals $45,000 including allowances for contingency 
and inflation. 

It is proposed that direct AID procurement of those commodities be 
approved. The reasons for recommending direct AID procurement are: 
(1) tha small amount of commodlties involved; (2) the small size 
cf the Investment Authority and its newness; and (3) the need to 

provide quick support to the project. The small amount of 
procurement involved will not provide an opportunity for the 
A-'ihority to gain significant experience, while burdening the 
recently established Invescent Authority with this respowsib.lty.
 
will necessarily detract from performance of primary project 
duties, because of the Limited nuber of staff in the organizatidu.
 

For the ongoing reasons, it is recommended that the direct AID 

procurement of up to $45,000 in cc=modities be authorized and 

an exception made to the general policy expressed in Policy 
Determination 68 which calls for host country procurement 
of commodities. 
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potential-.7 negative will not. be "unded. 
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Annex F-I! 

?r 4 ec: Auchori:a:±cn and ?ec-est ..r Allotmen: o Fu.nds 

Name 3f Countr-: Arab aenubl.ic !f -z:,: 

Iua if ?rolec:: riv.'ae:Secor Feasii..tv s.dies 

.I=ber of Project: 263-011-2 

Pursuant to Par: .., Chapter 4, Section 532 of the ForeLgz Asls­
tance Act of 196L, as amended, :.hereby authorize a Grant to the 
Arab Republic of Egypc (the "Ccoperating Cocut.-7") of mot to exceed 
Five .i±l±ion Uni:ed Staces Dollars (S41,O00,O00) to assist in financing 
the foreign exchange and Local cu-rency costs of goods and services 
required for the proJect as described in the following paragraph. 

The project (hereinafter referred to as :he "Project") vil assist 
the Cooperacing Cunt- to create a =echanmsm which will provide 
incmntives to U.S. fi-ns :o develop adequa:e info-=acion and studies 
on investent oppor..nities it rrpt by f-ancing the costs of makin'g 
pre-i veZ=en: feas-bil4y sc'las in EZgy and developing the 
•istiltuciomal ca.rabilities f the Zg..cian :=vetmenc .uthority through 
fin&cIzg tra.ni-, ecul-±memt, sector su-.e'.s and other :ec.hnlcai. 
asssannanA . he :mpleMen:-g Agenc7 for the Project shall be the 
mvest-en Auchorit of the ovee--.:e of !."pt. T.e entcire aot 

af the A.ZLD. financing herein authcrized for the ?rzoac -dill be 
obligated when the ?.o-ec.: Agraemoint is executed. 

S.ased on the jus:±fc.caton sac forth in Annex C of the Project
Paper, I heraby waive the mationa:y re u e. s of A.I.D, Eandbook ., 

Suplement 3, with respect to the procuemen: of =otor vehicles of 
U.S. source and origi., and auchor:a the procurement of U.S. 
zanuac:ured veh.icles - gyp:±an suppLiers. 

Based upon the ju3:iation sac forth in. Annex 3 of the Project 
Paper, I hereby decerm4ne, '- accordance with Section 612(b) of the 
Act, ChJz the expenu4i re of United States Dollars for the procur ment 
of goods and services in Egy"pt is required to fuJl.f the pur;roaes ofti 

:his Project; the purposes of this Project cannot be met effectivel7 
through the expendicure of U.S.-ocued local currencies for such 
procureent, and :6e a "4inis-a:±te offlcial app-oving local cost 
vouchers nay use this decer--i=.:ion as the basis for '-is certif-.cation 

http:aenubl.ic
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as required by Section 61.(b) z! :he Ac:. 

3ased upon :he justific.tcn, se !orcih in Annex D of che 

.rzjacc .aper, I hereby decermn.e that the ciC.-umscances warr.-t an 
exception to the countr contracting poL'cy set forth im A.Z.O. PolicyI 
Decerminatou No. 68, and auchori:a A.t.D.-d recc procurement c: 
ccno±ctles aecessary !or the ?-oject. 

r hereby auchoe.:e the initiation of negociacion of :he Project 
Agreement in accordance w.th A.T.D. regulacons and Delegation of 
Auchority subject to the .oiovi.g terms, together with such other 
ca--s and conditions as A.Z.D. may dew' appropriate 

a. Source and Origin of Goods and Ser7vices
 

Goods and services, exce.ic for ocean shipping, shall have :her 
source and origin in the Cooperat.i.g Country or the United S:acas, 
except as A.t.D. may othe-aise agree im vri:g. 

L. 1_tnial :isbrseent. ?riar tc Lnit!al 4±sbursment. under 
the Grant, or to the issuance by A.o.D. of documentation pursuant 
to which disbursement will be made, the Grantee vill, except as the 
Parties =a? otherwise agree in .vrict~ng, furnish to A.Z.D. in form and 
substanc sa.isfacto.y to A.t.D.: 

(a) L scatment of the nes of the person or persons authorized 
to represent the Grantee and the General Auchori. for Znvestment and 
Free Zc-es %':_ves=encAuchorivt) and a spe:±men sigzarcue of ech. 

(b) Evidence chat the Grantee ".Llmake al of :he Z=ant 
fund. availgbla to the Zaves ten Authority. 

(c) Such ocher doc-mencar.on and information as A.I.D. m&7 
reasonabl7 require. 

http:doc-mencar.on
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2. Disburseent: !:r "achn==l Sen-.-c. 
 :nod Sec:'r Studies. 

Priort disbursement Eor technicna serv-es and sector studies,
:he Grant&* shall, evcepc as A.:.D. may ocharv se agree in .ri.t.n,

furnish in form and substance sacsifaC:ory Co A. .Z.:
 

An execuzed contract vich a tecinical services contractor
 
acceptable to A.r.D.
 

3. Disbursement for .ecn.-tssance Sur-evs or Pre-FeasihLi-v
 
Scudies. Prior to disbursemenc for reconnaissance surve7s or pre­
I-vescent teasibi.-ir- studies, the Grancee shall, except as A.I.D.
 
may otherw-se agree in W-.rt,.g, furnish 4 .orm and substance
 
sac-tsfactory to A.I.D.:
 

(a) .Evidenceof eacabls menc cf procedures including gran:
formats, for enta.rng 4ito reconnaissance su.-eys azd pre-invest-ent

!easis~b±.l- studies with pote-n.ial U.S. lizves.ors covert.ng such areas
 
as eligible costs, form of survey reports, 
 payment mechanism and 
procedures.
 

(b)Such other documentation and nfaoacion as A.I.D. ma7 
reasonably require. 

C. SPECLAL CCVANTS 

1. Pro!ec: Evaluazion. The Parties agree to ea.blish an evaluation
 
program as par. of the Project. Bxcept as the Parties othervise agree
in wri:zg, the progr wl1 include, c.'iring the i±m=lenta:ion cf
the Project and at one or =ore pciots thereaeter: (a) evaluation 
of progress toward azca =enc of the objectives of the Project;
(b) idem-.Ai:ca can and eva'uatian of probim areas or cons-.aints which 
may inhibit such attai.ment; (c) assessment of how such information ma7be used to help overtc=e such problems; and (d) evaluation, to the
degree feasible, of the overall development ±4nac: of the Project. 

2. Investment Auchori-v ,Releionshivs. The Granta, shall assure
th-at the Invesc-ent Auchorlry es-ablishes sacisfactory working relation­
ships wih the General Oran±:a.ioc for Zadus:tiaL'ation (GOFI) the 
..n.str%. of Fi.ance and the f:inncal ccmu r i E4y=t. etaly in .he
Pr=Ject, the vorik..g relaciocship .o include regular meetings for
discussion and exchanse of ideas. 

http:covert.ng
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3. Pr._iticn cn Use z. ,u.rds. The C:ancee agrees :a proh.b.: 
the use oi any funds nade avai.abie under :he 'ran: :o .i_=ancescudies 
or st rveys for expandgn or escabitshing production of any co~odicy 
ezr exwor: if the o.modicy is .ikely to be in surplua on the wrld 
markets or vil.l csuse substanca. inJury to U.S, producers. 

Do ald S. Brovu 
Director, USAID
 

Date 
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3. FAA gee. 
of p-oduciC 

be furn-4shd~by 
$100 mil .loV? 

i) for c s :r =\. 
i*Q'.e.' , w. 1' 

cg~: vcLC0 3±SflCBtOHoc 
:he U.S, rnoc exceed 

G-9 

ApplLcable. 

C. Other .s:--c-ic.. 

. FAA Sec. L2(e). T. developma-t. 
Ican, is latarest rate at lea~ost 
•2: per annum durl.G,raca period 
azi ac l.zs. :3% per a:r.= there-

Not~ Akpqlicable. 

2. FAA*Sac. 301(d) . If !=d i 
entz1liz.d solal7 by U.S. 

wntibu:icns =nd ad~imistcred 
b7 an intenatonal. orzaniaticfl, 
does Co--rol-lr G eaeal have 

audit rights? 

Not Applicable. 

3. FA.DoSc. 6:01) .tD 
prclu'.de pr........z or ass's cin; 
tiia foreci1U.d e5o 
&Cci:iC Oz 
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for IN TENATIONAL DEVELOPMENTU"N=TD STATES AGENCY 

C.AIRO. !C'YP? 

czrCAlCN PURSAnT TO 
SZCZON 61. .(e) OF I 

FOREIG ASSISANCE ACT 0F 1961, AS AHMD 

r, Douna-d S. Brown, the Prncipal Officer for the Agenc7 for 
Incearmcaoual Development in Egypt, having taken into accotzt, 
a=ong ocher things, the maintenance and uti.zatiou of projects 

in Eyt previously !:fianced or assisted by the United States 

and technical assistance and t~~~gplanned under this 
projec:, 'a bereby cmr.ify that in my .4udsgment Egy'pt has both 
the financial capability and 'ht=,in rescur:ces capability7 
effec ive-17 to -aintain and ui-1tize the technical and financial 

assistance to be pov-lded to the Tnves:ozZ; and Free Zones 

Aiuhoricty./ 

Donald $.'3row 
Director 

Daze( 



7PfIVATt SECTOR 5T21ATEGY 

several private sector 
USAID and COE have undertaken and ar- planning 
projects which address COE priority concerns and will 	assis: in 

base 	-for economid proaress and technological trans­
e.cablishing a 

the 	uore pervasive problems of: 
formacioh. The projects 	resiond to 
(1) cca.cicy of credit; 	(2).support systems for private sec:or 

industry (and ar:isuns); nnd (3)improvem-ac of iLmsituiolal
 

operaliois, monctairy and fixancial policy,
 

project:: providing new resources and technology include:
 
1. 	Ongoin. 

.	 Dovelot nrnt nduscrial Rank 

oCU-provides.. unds for moadum-e.m sub-loans 
. A $32.0 million 

advisory services shd equipment for the Uank.
together with 

Z. 	 A $Z.0aMillion Grant !-nzncc.s advisory services, trai±ning 

and some equipment for the Bank. 

B. Suez C.cmenc Camnany 

linances equipment and services for design, 
.A$90.0 million grant 
eroction, cpcration and ma.Icrnance of a portlaud cement plan 

.2ln tons of cemenc per 	year.
capable of producing one 	m .

C. 	 Qunttamia Ctunc 

A $95.0 mill.ion loan finances equipment and services for design,
capable of 

erection an,. maintenance 	of a portland cement plan= 

producing L.Z million tons of cement per year.'
 

D. 	 Cotnmocltv- Innort Pronm 

sector procurement of,to .finance private$35.0 milli.n in loans 
.through Sovern,enat bankequipment and mxcerials 

E. Related and Sunoortive ActvitiOs
 

aeemene 'dueitaon Program
1. 	 Middle .-

A pilot stage program for =aining Egyptian private and, 

public sector midd.ie managers in Amaxican magement 

practices is. underway., 

Z. 	 Tax Admi.". tr-ac±on/Ta x Laws 

pilot stage,
Ansigoing =- adinisa:-inr prog-= is uow at a 

tax 	law ezxperts are a5s.sitz
and 	also :=..;Amarican comparative 

new tax structure, in part
the 	GC inaveolopinG a global 
aimed at providLng tax incentives to private enterprise. 
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I ....L-­3. 
is fu ding,


conjunc:ion -ith Ford Foundut±on, USALD x 
Harvard Law School s wal 

a ch±d one-month seminar.ac 
= 
ill Cairo on lial aspec of invesc=On1as.wo.hhop 

In legal
exPort.
aC~ectiU

and oa laws und rcgul=2-ons 

in dvelop'in
is assiscin;a law profossoreduc ion, 	 andsublactsinvastman-ralcceda core curricuum, in 
of the Bar 

education pro;ram for mmbaL' 
a conttuuing 	 Sociaty (or International 
has ben begun by the Egyptian 

.
Law... 

Corns (t.SCExcuc:ive-SerAce4. International 
IESC star:-uP 

SAID -providad Ad hoc support services 
durinj 

oto seek areascontactand mintainsin early 1979 

cooperation.
 

ZT.. Planned Project' include: 

A. FnaC-

FundEncur1iaemen c1:vesment1. 	 Private 
for LaZe3Gmcchznaiss 

An FrC 79 project cu estabLish aredit 
with ex-SV.in coopeeraciou entarp.isess::d prLvae, seac 

ns nks .-


Provam2.. Commuadiev Imorn 
chn

$25.0 m±lion -is proposed for 
For . 79 an addI.rnaa" 

privace sector.
 

AdviscrsCrediLt Isncerisa
3. Small Scale £ 

incroase, product±iiy of mhapriv.ca 
* An Ff. 80 project to 

iac12.t±es and improvi-ng
by estabLishing cred±: a scn 	 scle enterprisas.to smaladvicz available.achaical 

Bak- I_
Develoaemor Indusrl 

privaC sector
f orco fund sub-loansAn. FY 80 projac: equ ipment
advisory services and 

-companies cagether w*ih 

for the Bank 

http:mhapriv.ca
http:seminar.ac
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B. Technical Nsistance P1'vacz See=: Suni'ort Svswnd 

. ?rvate Invscmrenc Studies 

An FY 79 proj ctto finance.par:ILa' ra-btir3emenc of 
U.S. inaevturs' feasibii:y. .:udies atid adviary serviccs 

co conduct pre-Coaslbility studias. 

.2, Eiryncian 1:*'es-m.nc Center
 

An rY 80 projectc to f~.nCnc advisory crvicas, t~prinllne
 
and eqipmunc c:sctrn~thn thi: insc':cuticn's invescmacn
 

information and promocion accivicis.
 

3. At-'rlbu.inw:n:s Devel-unmenc 

*Aproposed projc- to f-nar.cm U.S.-EZypcian ac.ribusi-ess 
prajeces Lnd rala cd i.si:utional developmenc accivities. 

4. Induscrial Free Zones
 

An FY 80 proj c tz fina-ce aquiim~enc and services to improve 

n1hm operaciu nd .physica!.- f-ciics of 1:dus:-ial fma zones. 

5. Busincss Hanarcenc and Training
 

An FY SL projEct to financa equipment and advisory sarvices 

for e.stablishmenr of modern business educacion facilicies 
for private sector businessmn and scudancs chroughout the 

Middie,ZL.st. 

C. Advisory Services to Financial Sector
 

http:f-nar.cm
http:1:*'es-m.nc


L, Advinorv S t.-Acs on Cedit 

-A.- FY 80 project advcc: ser .cds and equipmencwto -disory 
for a bnnk cra-lairg iLactC.:uCo and improvtmatL' la bank~ 
operational procedurx. 

Z. Honev. larke/SacP. -:h..-unc 

An FY 81 project to finance advIso. ser'icac and equ±ment 

for rejuvenation of tha stock e:ch=nCas and ohar 
mode-r izations of capital mazkatz. 

D. ,Production Industry 

Flat Glaz3 

A $36.0 -±LLion project to i.rnance aqApment and carvicas for 

escab.±shent of a join: v~ncure CLazs =.anuaccuriar company 

With a capacity of 60,0C0. to 100,000 Irs per annu=. 

E. Agriculcure 

Coonarative Markecin, 

A smll fzzmer azsis.ncP projet desi;ned eb cscablish ar 

improved systam for private sector cooperative mrket~ing of 
fruit±s and vetcrables. Other related assistance is provided 

by tha ZBlD. 



A=N J-1OVERSEASL97TI ,17
PRIVATE
INVESTIMENT 

C-'.-W'.P..-.!O ose.ph C. Wheele-­

i'S.-.,='.W7 Near East 

~ Agency -9z=ZZItaznationaa1 Development 
Washington, D.C. 20523 

Dear Zoe: 

Thank you Nor izv*tig us to attend the Meetiq o- your 

N atx s' Advlsor' Committee (".ZAC") which met !ast 
Documentccnsid-e: a. Project Zden:i.ica'tionThursay to 

Priva.e Sector("PT-D") which descTribes a program of 

in Z.yv-. We have reviewed the pro­yeasibi it' Studies 
posal and the request you lade to us at the meeting to 

might par:icL­conside, approp:ate means by..-hich C.Z-
pate in the adM-mstrat-Ion of the ..:=q:am. 

course, sus.stantia!7 broade
The proposed 	-::or=a is, of 
= dve-sent encou.-ae­

in scope and 	resou_ces "han the OP 

of ou=
ment program adi-nistered andiz Sec:icn Z34(d) 

.. oram which has assaThe
1egis2-a-ie. 7:3 describes a 
businesses
its aim not only'. assistance to interested U.S. 


e-.t assistance Ins-t;u­but the deveL.me-t oI an JZVes 

;cn to be sta-ed by E7gyptians, and the !avd_.in of major 

p,.rojec-t pro-!i-es.' 

Th'Iat part of 	 the program which p:arallels =he existinq 
a-so has certain dis.i-Zctiv el.e_.ents. itO.P'rC p_-og-ram 

studies in sa7s:-ant.L&ly Lar­contem..lates 	 the -ixmd!. of 
cost-s thoughtgq.r a.our-.s tha. the $00,00.0 of eligible 

bQ.-O.-C" =0 be Ln amount s.u~f.cien- to cove: the work 
am V2t.Sneeded to make an im-.estont decision. Laq er 

des.ign and enqinearinqwou.Ld be monsidered for det:ailed 
the sco.peswud.ies but such stuudies are feLt to be beyond 

-r.ga=. The S1.00,000=fo irnvestment e couraqe=ent 
am==t seemed to us to be a reasonable maximum for pro­

who wereject s spn.osored by sbneLer businesses (sponsars 

smaller i- size than. the _-or-tuze 2000")'. As to Larer 
the work a--ea.s to be con­pzozects, a good ;-xticn of 

-,I te.past', beentz.i-ed, iz project -fies whi:h have, 
es s 

deveLoped by o-rga_-ations such a-s the .g--bu-si Con­
frnished
cii 'adwou.1., under the AD osa, e Iby 

the ?--. c:?C also took _--to acou.-t I -. azmLviq a.: =he 
qS=r-t.arntsS.LOC,000 Limit that the fu--shiag of!s 

http:i'S.-.,='.W7


Mr-. Joseph wheeler' 

to large U.S. businesses ight not be sulliciently consis­
tam=with the Cong:essional di.ection to give ;eference 
to small businesses. 

The -XD als6 does ,:ot co-ntempla:e repayment of the grant.
Whi._!e thi-s feazuz-e nay !a consistent wi:h AD's purpose, 
OP'C has taken a contrary position. As you know, O..C 
does not recelve app.opr.ated funds: its operations and 
programs ar- funded f.om its opex-ating and .nvestment 
income and it is requi-ead to be seCf-sufficient. unde= 
the ciciumstances, we requi.e that the sponsor applicant 
not only be judged capcable of undertaking a venuxe of 
the idica*ted scope, but that CPZC's funds be repaid if' 
the ;p=ject does go fo.-wad. We feel that the limi-tations 
of ou_- staff as well as ou- financial =esources -euii.e 
that provision. 

Our cont-ract provides further that if the project goes 
forwa.d OPC will be invited to p:ovide part of he debt,
Incins. While that provision is hardly a binding right
of fi.st :efasal, it s a .ecogqniton that CPZC's support. 
is very lpz!.ely fu!%:ished in ;u.sui of -=s business goal
to be seL-suficent. We Would be .... an. t involve 
our linited szaf. in the Lnalysis of pro-cosa.-s in which 
even .,his modest o=mi',ent is absent. 

For the reasons outlined above, we view the .roposed' 
p=ogra- as being suficiently dlffe.-ent i- scope, purpose, 
and operating detail as to p-eclude si-nzficat di.rec­
involvemen=t by O.PC. We a-e on the other hand, anxious 
to estabLish contact with n e FZ.A, to -c.ease the fre­
quency of our staff travel to 7gy.--t as a =eans of do-ng
 
so and o refer and acceot the eferr-al of . business­
,de fox who= thec==pIementa=r program =ight be more appro­

rtiate. We would alcso under-Lke to heLp n the dlstr=ibu­
tizon of prct pro._.es to C.S. businesses. 

'The location of the ?ZZA. in Cairo nigh: facilitate the 
p=ocessinq of ceata.Ln apqlica-ions there, whi.e OP'C's 
U.S. hase and generally prompt ;rocessinq tie night be 
&att.actve to other U.S. Izves-=zs. 0PTC would be reluc­
tant to vary its repamnze-, eligi'e cost and eventual 

.i-anci-ee..s, bz znde-s-ands tha. FZ:A !as
 
azmewhat di--"fe-e:= goas.
 

http:ceata.Ln
http:pro._.es
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1: oseph C. Whet.O 

we have i=: the Z;ast, = ever"! *!!Or:
oprC walIz.d al~so,, as 

a z :Q=.~sabje hasiS !0= occa­
to !%=LSh $--a! =~eCs on 

o! the N'ACas nd'Catesdajonl sec~lasiqmefts.And, 
',c­PLea.sed to d-SS~eet-d e W-11 :-. 

=o

0 o c ept-4al 3% da xds deliinq t e &

the !CoIZIL±&tiofl Study.
Saonpe of Wo~k contained in a eaz&.s.2a.ty" piate 

S"iCaez-C~7, 

Robet R. Wolf
 
vice PCOSIdent, Fimamca
 

http:eaz&.s.2a.ty


Idmint.el'±. Tavsetmn Opportun.:es - 3y Sector 

.Suildinz .acerzials
 

A subscant a l amoun: fE new caact:f.fy 5s needed for ce=eut 

product£on. 

pipes and poles.
 

New capacity in non-clay bricks, and somewhat less in clay
 

bricks. .
 

- E.pansion of e.±st n. clay pipe and floor t{1Ta inzr acture. 

- A mnajor new flat glent and one for ;lass wool ilnd f.iber glass. 

Ennineaerin Industries
 

- Nev facil t es !or the manulac-u:e of railway coaches and 

* tracars.
 

- Television manufacture.
 

- Mu.acture of med".= and large d1esalel engines.
 

- anufacture oL handling, equipment.
 

-Mnufacrure of a ew range of machine too.s. 

Expansion of the produc:on of trucks and buses. 

- E412gament of the producz ranse of NasT Boiler Co.
 

Manufacture of elmet:i motors and generators.
 

Expansion of ve and dr7 bat:ery fac-:1it.es. 

(,;
 

http:fac-:1it.es
http:caact:f.fy
http:Idmint.el
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Foad:
 

va milli-ng for. producing a range of earn syrups.
It facil±4: full 

for solve=C.c=ction, hydrogenated- Three edible oil plants 


o±L and new ren-Iery. capacity.
 

r Two f oed plants for low and high pro tain pelletized
 

ancentraces and by-product feeds, respectively. 

- HR±hly-automated yeast plant. 

Met llurgical Idustry­

-Anew copper red casting plants,-

Pulaiand %or
 

- A one--achine bagassa un&spritC facility attache to a sagar mill.
 

Three =2 wood-free prin.ing aid writin plani .. -. attached 

to sugar mills 

* -A wood content printing and writing faci.Lity.i 

-A market pulp mill. 

writing and printing paper facility.-A 

corrugazing utedium and lincrboaxd pLznC!.-A 

dupl= and multiple boards plant.-A 

tissue mill.
 

-A.: smallI igrete paper pcoducer.S
 

-A: 

-Awastapaper m=l. 

1Excluding a uu:miaar of jroje::!s desiguscad for the public aec-tor 
Lz=u and steel planc a=d the public sector a1±nu-m =altaer. 

c7 



Toxtiles 

*Renovation o"a 4 u~ ' t ridU'rc o '~rmigz exchangs speat 

on' Jute bias. 

*A. new pO±yesccr/coctou "SplmIg ill. 

ew* To oton eing mlito uc±1z"a the otput ok the 

~.pi~oposed spinning nm= and of "otheGr :mills recently consucted. 



OVRZSEAS PR!VAT. LNVST M'h COIO A"'rON 

Feasiblitv Survey Prozram
 

Guidelines
 

A. Spoosorin Comany 

*The sponsoring company must be an eligible U.S. 
investor, have a sound operacing record and be able to 
demonstrate that it has the managerial, cethnical and 
financial capablity and present inention to invest in 

feasible.and imp.ement the projec= if it;roves 

B. Proiect Eliibility
 

The project =ust meet, or be Likely "a meet, the
 

normal eligibility standards for both OPIC insurance and
 

financins and appear to be econc.ically and f-ancial
 
viable for =he sponsoring company, the hose country and
 

the United Scazas.
 

C. Counrry/Soonsor EEiq ibL cy 

The eligibility requiremerits have been cas: to s'nmu­

late inves=ment in countries wish per caniza GNP below
 

j5ZO 	and s-hal-U business invesren= .- all LDCs on :he
 

following basis:
 

be available(I) 	Feasibiliy Survey funds would 
=cmpanies in che 7o.-rune 1.000 size -ange 

only itf the proposed p-oject is to be located 
$520.in ac.unut-y with per capita GN

. below 

(Z) 	 Smal!e= businesses and coopera-.ives would be 

e.igible for £easibiLi--- fnds for projecs 
in all the underdevelped countries in which 
OPIC prog-ams operate. 

Er. Eliible Costs
 

The FeasibiLi-- Studyj mus:'be substantially car-ied 
Generallyau by execumives of the spomsoring coampany. 

the sponsor only on a
consultanzs shoauLd. he employed by 
to au-gmetL i-n-house capabili=y In a specifici/mited basis 

shalL cnsider wi=haspect of =he study, a.l:hcugh_0P?,_C 	 br smallconsu. an=s'e_..-:Lb.i-y =he use of outside 	 o~greater-. 	 7--c umizz)ea-

business sonsors. i-_ible coss include (i) econocy 



E. 


F. 


G. 


class travel, (--) per diem expenses, (L,,) salaIs of
 
and Civ) cost of consuie:ints.
company personnel 


The dai£y allowance for personnel salaries shall be
 

$175. Allocation of "asponsor's co-poraBa overhead, fr--ge
 
secre=ar-al services, reor- prepar=azion co=­

benef-zs, 

mianica:ions and sim.ilar costs shall be excl .ded from eligi­

ble costs; however, -ecognition of such costs has been 

daily personnel allowance citzed
gi.ven in dae -.in.z the 

:axis, telephoneabove. !,Lscellanecus travel costs such as 
 be eligible
and :elex and emrer-aix-nent likewise shall no: 

-"ove=.enc
 
costs, but to compensate for such items the U.S. 

per diem rate applicable :o the 6overseas locale will be 
allowance.

increased by Z05. :o dete-_mine the eligible daily 
the of outside cc.su!:a=:s

'he eligible costs related to use 
and per diemshall be li=i:ed c the foregcing travel 

per ma.day or the
aillowances amd -ersornel costs o! $200 

contract.equivalent portion of " ltz. s= 

OPIC ?articivazicn" 
-


OPIC partic pa:ion is $50,000 represa.ctL ,
The macxizum 

the case o4 a s-ll business or coo.erz 
up to 50* (75" i'n .,-he feasibil
eligible costs of
tive sponsor) of =he total 
 co=mpan­
tudy, as forally budgeted and agreed upon by che 

the sponsor upon com=e-ion
OPIC will reim--burseand OC. t.e required Feasibili;yof the study and submission of 

Sur-vey report and sta:eme.c of costs. On surveys requiin
 

=Lme OP,C may reimburse the sponsor
an extended period o! 

on an Lre=im basis.
 

Revavment of OPIC Pa:tic!ation
 

7-4 OPIC reimburses the spcnsor and the sponsor subse­

*quently makes a dec:sionto impemenr the projet, the 
in =he costs within
will repay OPZC's pa:=ici.a±!znsponsor

'60 days.
 

Revots.
 

and ftnal reports will. be,required from theP=rogres.s 
a project does no resu.Lt, chese reports wil.2.

Sponsor. Z! 
use =hem Ln L:s own
 become ihe prope=-y of 0PZC which may 


discer.ion.
 



H. OPIC Assistance 

When 	 a sponsor has compleced Lts initial. investiga­
tion 	of an invesen-t oppor:= icy and has requested OPIC 
pa=ticipation a. feasibiLiy sC-dy of the prajeca, OPZC 
wilL 	no mal-y provide: 

(1) 	 Review of the project by = OPIC investment 
officer to make a preliminary dece-.%inat:on 
whether the project is likely to meet OPIC 
insurance and project financing standards and 
to make a reco mendaM:n regardng 0PZC pa:­
ticipazion i fL. d.ig the study. 

,(2) 	 Assiscance in prepari.ng a work plan (scope, 
objectives, steps) and budget for the study. 

_(3) 	 =Lacg an whereby 0.PC wI4under a-reement 
.eimburse the s-crsor for u; to 50. (75. i. 
the case of a saIl business or coooerative 
sponsor) of the eilizible costs of the su've7 
subject to a $50,000 =axi= OFIC .pa ticipa-ion. 

(4) Consu!.atin w-ith the sponsor's "=anagement 
during the co=se of the study based on interim 
progress reports. 

(5) 	 Review of the feasibility report and recoenda­
ti=ns as to fur-her imp lemen.a:ion steps, a 
financial plan and the role OPIC might assume 
in the project. 

Z. :Znsur'=ce and 7inance Aoo.icacions 

OPZC insurance and Project iLnancing ms be appLi.d 
for sepa.acel. 'o-hile an obj eczive of the program is the 
development of projects quaLifying fr CP'C -%surance and 
project financin-, accep:ance of a proposal under the 
Reconnaissance Surviey Progr-m does not necessarily assure 
the p=oject's ;ua.LfIcaz:cn for eL.=he- the insu=ance or 
project financing Programs. 

AuGus: 7, 1.978 
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OVERSZA5 PILVZAM MT7-rS==l COP03AMION 

Racomnaissance Su ev .=.--=o-a. 

Guidelines
 

A.. Saonsorin Co=an " 

The spo='=g ompany =msr be an eligible. U.S. s71 
bus~iess or cooperazte. investor, have a sound opera==g 
record and be able to dens=a.te that it has the managerial, 
ceckmica and fOina.-cial capabLJ.i=7 and present intention to 
invest in and Ziplement the proJec if subsequen: analysis 
p.roves it feasib.Le. 

B. P=io ec. Elzibtli7 

SNo=nal..y the project will be one for which a U.S. 
sponsor :Ls being souigh as a of tshlthe Finance Da­
Ment's proj ec= ideniicacic;-n prog-m and Ls che=e.fore iLkey 
to sat Lsfy no-a. in.su= ce and .ana c--e-.a. A.y orher 
p:roje . mus: meet, or be Likely to meet, such L.-ance .=d 
f ::nn.e-ia a=d. shouLc appear to be ac==4'-aly and 
4_.ancz. vi.abLe fo= the sponsor. ng cp-ay, =he hos= 
co~un-y and., the U=Led St=es. 

C. 	 Cou=t='v ,E1:2LbL.-.S7 
The p og=-am is app.icabLe o all. c==..-es in whieh 

OMtC prz-o -s opeaZ.. 

D. 4ri b.La Co s 

The aecunai4ssa=ci Stuy must be czari-e out by a. 
s-enio.: exec.uc-ve a. the s-osoring company. Eig4ible costs 
a= imtLed co thos e of.one such senior exec= ve for 

=conomy class =a.ve and per diem expenses La the host 
co.cy7 at the USG rate. No allowance shaL.L. be made for 
Pers==ei. Sa.laies- or use o:! cznsual taos. 

E. OPTC 	 Pa-- c.,ati:Lon 

MAn.CT. pL. iVatn is $5,000, as 7oal.y 
and. agreead upon byr =he comnpany and. OP=C. OPIC 

db.m=-ae h sa=sor upon cnampLeziao. of. the s-wd#y a=d 
:n of =he =equired report. 

http:feasib.Le
http:dens=a.te


F, ReaTYment of OPIC Pa=:iciation
 

Nocib.hscanding a subsequent decision to imlement the 
projecr, no teayment of OPIC's participation i" the study* 
costas by the pocenmial sponsor will be requi=ed. 

G. Rpoorts 

A full r'epor secing forth the study's finding wil. 
he'requred f!-cm the sponsor upon completion of the 
reconnaissance trip. If a project does.not result, this 
report will become the pTope--zty of OPIC which may use it 
in its own discretion.
 

H. OPIC Assistance 

In the case of Reconnaissance Surve7 f!-meing requests 
arisi.ng other than as a resul: of OPZC. project identifiLca­
tion and promocion e-orts, the proposed p-roiect f._t will 
be reviewed co date=--e whether It' isLikely Co meet OPIC 
insurance and fiuancig scanda-ds. 

Atte es-tabLLishing proj ec: eligibLity and vexiFy ig 
the sp-amor's qua'LL4 .-.cat:ns, 0-1C will mo=l.y prrovi-de: 

(1) 	 Assistance in preparing a work plzan (scope, 
objectives, steps) and budget :!o. the study. 

(2) 	 FinAncing under an agreemenc wb -reby OMC'ill 
:eimb.se the sponsor for Lts eligible costs 
subject to a $5,000 mazxix. 

(3) 	 Review of the reconnaissance report wth reacm­
mendations as to further sreps =ward project 
implemenzalion and :he role bPZC might assue 
in the proj ct. 

L. Insurance and Finance A=l.cations 

0PMC insrance. and proj act . . must be app d 
for sep-aazely. ,ia an objective of the program is =ha 
developm= o. proj acts qualiyi g for OP C insurance and 
project V.nancing, acceptance of a. proposal unda the 

assureRc=rnass.ancm a Su-vey ?ogram does not necessamiL7 
the. project 's quali4f.i-acion for eLthar the insurance or 
projact f.nanci=; prog-ams. 

August 7, 1978.
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L 
Cood,-T7 List 

Item No. Cost Total. $
 

IS LE,land Ca.lculatrs I $ 50 

Typew:Iteas, 
EuSliis I A1,000 1,000 $ 
Arabic 2 ,t 700 3,400 LE' 

Di.ro. Machine 2 500 1,000$ 

Photo Capien 13. 10,000 10,000 $ 

Office Desks ) 3 1,000 3,0QO I. 
Cbairs Sets 
Filing Cabinets)etc.. ) , 

Drafting Table 

and Supplies I 500 500 LE 

Air Conditioners 3 750 2,250 LE 

zlcelluaeo""0 
Loca. Supplies 39700 LE 

Vehicles 
C =7LU. 2 .O,ooo 20,000 

$45,000
TOUL" 


(LE 31,200) 

L/IE total.prociument beingindicates 

Egptiau pounds., $ i=dicates offshore
 
p=ocuement eapt fo: the vehicles.
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Social Zlicari-ou, :t Assistance tc the Private Sector 

the sociaL 
of feasibility studies as dlstInc. f-om the question: of what 
investments the srudies are intended to serve. Tn this project 
the objectives are to facilitate improved inves-meut choices in the 
private sector. This annex expands u~loa the sumary discussion in 
:he PP te.x of three issues directly rtwlaad. to tha social conse-

One cannot reaa!17 make an inde.endenc case for An 4!' t7 

quences of assistance to the private secior: 

i. IUtllzation of CapiLal and Labor iv Egypt: ?ubliz and 
Private Sectors 

ii. Employment Priorities in E57pt 

iii. Comparative Jage Levels: public and Private Sectors 

The analysis concludes that the private sector is inherently a 
stronger vehicle in Egypt for employment creation and that the 
income steams to individuals resulclt-Z from private sector invest­
ment tend to be lar3er than those resul:ng from'public sector 
investmcun. On these grounds a projec which fa-cilitaces the 
entry of c'i±a into prLvate sector investment and seeks to Improve 
the quality of investment decisions can be expcted to have a 
favorable impact on the t-o social objectives of the program: 
more income screams and larger income screams a,: the level of the 
individual wage worker. This analysis dellberately avoids discussion 
of for ard, and backvard lInkages of pr.vate sector investments and 

,secnda:r employment effec:s. Tis aomssion is not because such effects 
are assumed to be .-. portant, bmt rather because the leap of faith ­
inherent in deline-ag a causal chain from leasibility study, to 
inves-tent, to employment, to production to forward and backward 
.linkages, to iure employment simply seems w:eacer than the needs of a 
project paper war-ant. 

A. Utiliation of Caital and Labor in E-vot: 'Public and 
Private Sectors
 

FP.rm an examination of the evidencae, it.appeas that Eg pt is quite 
labor intensive, even when compa.red to other low income developing 
nations. Egypt si ply produces less output per ian-ye= of labor 
than ocher comparable na ions. 

The EgypVian private sector is not partcularly capital intensLve 
when masured. against other low incozme nations. Y.t it is ,uch 
less labor intensive than the rest of the economy, achieving a modest 

level of outpu. per man-year of labor. 
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The Etpcan private sector has zade some real gains in terms of 
si±ce 1973. Ac the same time, output per investedoutput per m.Ln-year 

pound has m-Jained fair7 steady. Dur-ig this period, the average 
of both iveszeut and employment.si e of projects has grown in :es 

inlarence is thar economies of larger scale operationsAn apparenc 
contributing to &!ffcllancy in term of the principal :2actors ofare 

easibi4it7 studies would tend to ennanceproduccion. Careful7 done 
this development. 

According to a report published b7 GOFI and the Xunistr7 of Industr7, 
in the 1970s the 200 principal firms in the public sector produced 65% 

goods while the 15,000 s=allem iadustrialof the oun=7's manufactured 

establisbmen= in the private sector produced the remainder.
 

The private sector share of industrial output and the level of private 
sector output has grown 3 times faster than public sector output. 
Both the private sector's share of total industrial exports and the 

grown markedly in 1970s relativelevel of private exports have the 
to the public. 

The total estimated industr--ial private sector wage bll has increased 
and 1977. At the samA time, the estimatedover tenfold between 1970 

workers e=ployed in private 1ndust-- ne l- qadr-.pled.u-ber of 

Average nominal wages increased some Z78% between 1970 and 1277.
 

It is interesn-n to cocpare projected produtivity in privaca setor 

versus public sector industr7 for 1977, The results are sta=rtin. 
in the private sector, measure d as est_=atedWorker prcdu.civ:Lt 


grc4 output per worker employed was I.E 10,900 per capita in the
 
re-ad in :he public sector in 1977.private sector versus L 3,637 

r.omProjected productivity (output) per pound of workers' wages 

private sector projects was projected to be L. 28.5 as compared with
 

IE 7.0 realized in :he public sectrmz in 1977.
 

The published figures avzn±2.3bla reporting on levels of private 
investment in Egypt appear to be gross undarestiates of the level and 

proportion of total actual private invesc-ient. Thi's is mat surprising; 
of private activity appear to be underestimates.most published measures 

The. public seco-r appears to get the lion's share of financing, in
 
into "sore of value"
is chance-eI.pr t because much. private saving 


investments such 2s Said, valuables and reil estate rather than into
 

productve ener.rises. But -s the F--i-"s7 of "coom7's Five Year
 
- so-ePlan igures indicate, accord4- to of i . polic7 84 of all 

-to :he public*invesuen: o fiia&Uy approved w11-1l be channeled 
sector un±..l 1984. The infe.ence mst be that although ouzput, 

sploymenc, exports and productivi.7 ar- increasing faster In the
 

pcivate than in the public sector, t'he ceuntally planned economy in
 

Egyp: continzaaLly channels ca.piza.L in.o the already intensive public
 

sector.
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he World Bank .eports that private sector per.or--ance has been 
"impressive". it reports average annual increases in private maUu 
-actu=--ng sector output of .5 percent in real t.e--s from 1974 to. 1976. 
While low, privace sector e.xports doubled between 1973 and 1975. 
Privat. sector emplo7yment inc-eased at an annual rate of 6.7 percent
du=ing the 1966-74 period, cocpared with a growth rate of 2./ percent
in the public sector. The 3ank reports that "1he record of the 
Private Sector is even more impressive if account is raken of the 
ovex-scaffin of public. enterprises for social and pol-_ca reasons". 
The p-rivate sector share of tocta induscry employment grew from 47 
to 54 percent in the 1970s.
 

At the same time, the Bank reports that the private sector's offici±ally
reported share of annual tocal investmenc has been a =miscule 4Z. This
 
tiny estimated percentage of total. investment going to private firms 
is echoed in the GOFT/Y._inist. of Industry raport. These estimates 
no doubt amit a considerable amount of officially unrecog ized private
invest-eat as well as -evest=ent of profits. The public sector 
has, of course, through its control of the banking system, cradiciona"y
been able to claim a dIsproportonate amout of Lvestable funds. This 
ge-eral pattern Continues, although it appears that t.he proportion as 
well as the rate of private sector investment is increasing. 

Private enterprise produces over a third of the total. industrial 
oucput with well under a -i.th of invested capital, employing over 
half of the industrial work force. The soco-ec=nom=,c rate of raturn 
on capital invested in. the private. sector appears to be. double to 
quadruple- chat achieved by the public sector. It employs more 
people than the public sector without "paddiag the parolls" and 
mana.ge co pay them higher wages as well. The private sector 
achieves all this ii spiTe of.the. fact tha.: it is apparentl:y bach 
over-regulated and shut off from the major local source of invest­
ment capital; i.e.. the government. 

Egynt has a. shortage of phsical capital investment and a surplus
of available labor. The private sector uses relatively little capital
and relatively large azounts of labor'in its mix of the. tum main 
factr s of poduction; . it see ms obvious that this is an eff4cient 
,,t-1atiorn of the resources available in Egypt. further appears:t 
obvious that a development dollar invested in the "p.ti.an private
sector results in more outtuc and more em lovmenc than a develop­
mant dollar i=vested in .gy.tian sector. Turthe.-ore,the public 
a. greater proportion of the !-uLts of investment in the private sector 
appears to reach the w.rk force than is tru- of the public sector. 

/
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B. EmviOVnet Priorities in Ezv~t 

The "open" rate Eg70. is vih the officiallyzmployenr in Low, 


emplaoyed =n.s:±:utj:.g a s=a-- (2-3 percent) segment of he work
 
gorce. However, al. other signs indicate thea Eg"t should be 

viewed as a count:7'with an eplo7m-mmt 	 problem. M!any people, 
in the work force. Jobs are

da not participataparticular17 women, 
hard to find. many people accept positions earaing wages which 

level of- comfort. .any also 
cannot support them at even 	 a omni=m 

e loymenc; under, =.oyment is a widespreadaccept part-time 
the nopulaticn has found it

phenomenon. A ,lxgeproporion of 
hence low wage sectors,squeeze low produc-ivi=7 anmdnecessary to Inca 

and ecmescti service. The labor force,
particularly goveroment 
Egypt's Mrus: plentiful resource, is underutilized. 

The problem in Egyt is not a question 	of.-job creaion oer se, but 

increasing productive employment and hence
rather a question of 
wage lavels. Over two decades of sociall we llare-orented public 

large jobs which alleviate offici4apolicy have created a 	 nuber of 
to Egypt's overall outpur of :ttal goods

=employment but add Little 

and services. A bene-ficial result of these policies has been that
 

of weaLth in EZgpt were ameliarated. The nead

sharp dispar ties to 

c.ate productive e ployuent opportunities now seems to be a more 

pressing goal. 

Another problem is cho relat:ve shortage of skilled labor. Utilization 
labor suppLy is problematic in the absence

of. the abumdant uuskiIad 
the unskilled. Further­to work in combination withof skilled labor 

is diff cult unless the level of 
more, raising labor productivjt7 

take time.

skill of the work force is increased, and such chigs 

C. Co=anaraive gaze Levels 

Ihe report lad'st - ial Act=vi-aes -..= the ?ri,.ae Sector furnishes an
 

escma-- of average annual salaries paid in private industry in
 

1977 af $547.69 at the parallel rate. The 1976 inputI/muput table
 
and. urban wages by.f the, d-_scbution of ruralprovides estimate 


income group, as p-csenred in Table EI-1
 

sector appears to
One sees that the average wage paid by 	 the private 

for (not accounting
be Z5 percent above the mational average wage SEypt 


and higher than both the
 
for wage infla.tion between the -,wm years) , 

avcrage
=ral and urban averages. 'Tote that the over.2A urban 

pivace iadustial=eTorce. in Table. 2-L :icludes both public and 


secors; simdple arithmetic indicates chat private indus=7 probably
 

at Least 10 percent higher wages :an is true o. the rest of
 
UA team
pays 

whole. Obserxers 	 iterviawevd by the R.
the u=ban. sec=r as a 
agreed that wage levels are 	higher in pivate indust--7, and are 

increasing faster than those in the public sector. Not only do 
gap

priv2a. 1-411 t=i-nsa pay relativel7 	well on aierage, but the 


appears to be growing.

betmwen public and privae sector wages 



q-5 

A 1978 guvrey repor:ed that joint ven ,=e companies in Egnt paid 
Egy7pcazs an overall average of LZ 655 ($937) per cap!a per annum 
in 1978. Join: ve :m.aies==p m are genera!17 foreign managed and 

relacively technologica-2y advanced b7 local szandards. Their wage 

levels a.-.ear :o be about double .-pica Egclan standards and well 

above sala=les in the Zg-pcian owned private sec:or. As the locally 
owned private sector develcps, its salaries should begin to approach 
j oin-venture levels, given c=emen: eeds. 



Taole R-1 

'EM.Est0mates of Arnual Wage income i:n , 1976 

Employee)(average US Do1a :come ?er 

Av. Earnngs/,ocerWorkforce income Segment 

Rural Overall Averae 

:Lowest 60% 

middle 30% 

Upper. 10% 

Urban Overall Average 


lowest 60% 

midd-Le 30% 


upper 1o. 


0vera.l1 Av for Eayp 

3.12............. 


22,.56
 

337.7b
 

952.U3
 

............... 52.18
 

260.79 

(563.10
 

.9?. o 
. 438...05, . . 

- oy±c Model fo-?r EA7z.,1976Source: General E-u44'.r" 

http:0vera.l1
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