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EGYPT - PRIVATE SECTOR FEASIBILITY STUDIES
SUMMARY AND RECOMMENDATIONS

Grantee: The Govermment of :ﬁe Arab Republic of Egypt
Implementing Entiry: Investment and Free Zome Authority
Grant Amount:  $5.0 million (Five Million U.S. Dollars)
SEL = .

Purpose: Czﬁ:e a mechanism which will provide incentivés to
U.S. firms to carry out pre-investment feasibility studies.

Project Description: To finance the costs of 1) U.S. companies making
pre-investment feasibility studies in Egypt, 2) Developing

the institutional capabilities of the Egyptian Investment Authority

3) Training, 4) Equipment, 5) Technical.Assistance, 6) Sectorial
Surveys, 7) Reconnaissance Visits.

Total Project Cost: $5.0 million through this AID grant plus

LE 808,000 (Sl.1 million) from the lavestment Authority for a total
project cost of 36.1 milliom.

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

Source of Funds: Fiscal Year 1979 Economic Supporting Funds.
Waivers: a) 612 b - Authorize local cost financing up to $86,000,
b) Waive Supplier Nationmality Requiredent for Vehicle Procurement,
¢) Authorize Direct AID Procurement. (Annex. B, C, and D)

Project Committee Views: The Project Committee has recommended. :Ha:
this grant be auchorized. . .

Envirommental: The Initial Eanvironmental Examination resulted :Ln
a negative determination. (Annex E) :

Recommendation: That a grant of $5.0 million be ‘authorized to the
GOE on terms and counditioms described in the authorization shown

- 4n Annex F.

Statutory Checklist and 61l(e): All eriteria have been 'satisfied
(Annexes G and H) . )

Project Committea:

USAID/Cairo

Chairman: M. Briggs
Beoncnmisc: P. Davis
Counsel: T. Carter
Progzam: G. Flores
Social: J. Blackton
Controller: R. McClure
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Grant Application

Local Currency Decerminatiocm = 612 (b)
Naticnaliry Requirement Waiver

Policy Determination Zxceptiqn
Envirormental Determination

Grant iuthorization

Scatutory Checklist

Section 611 (e) Certification

Private Sector Development Strategy
QPIC Letter to AID

Investent Qpportunities .

OPIC Feasibility Survey Program Guidelines
OPIC Reconnaissance Visit Guidelines
Project Log Frame

Compodity List

PID Review Cables(2)

Social Analysis

C.B. D. Notice

DEFINITIONS

. Reconnaissance Visit = Raccunaissance Survey=Survey

Sector Profile Study = Sector Study

Pre-investment feasibility=Feasibilicy Scudy:

A fdmancial and technical document which could be presented
£o an iotermatioral finanecial institucion for fundiag.
OPIC: Overseas Private Investment Company .

TAsAuthorisyelnvessment Authority, Investlent and Free Zome
Auchority ‘ ‘

GOFL: Ganeral Organization for Iadustzializaticn.
1 L.E = §1.43
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I.  INTRODUCTION

1.0l . The Goverzment of the Arab Republic of Egypt (GOE) has requascted
AID assistance in establishking a project to assist and encourage U.S.
business to invest in Egypt by offering fimancial and technical assist-
ance to produce needed sector studles and profiles, bring potencial

U.S. investors to Egypt i.e. (Reconnaissance Visits) share in the
financing of U.S. f£irms to produce pre-izvesmentr fasasibility studies

and to develep the GOE's institutional capapility to attract U.S. invest-
mant in Egypt. The project has been appraised by USAID/Caire.

1.02 This project will coatribute 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 quality of life by providing
increased emnlovment opportunities, higher iacome levels for workers, new
technology, foreign exchange earnings and/or savings and improved

quality and quantity of comsumer products. Oae of the key elements

in the AID private sector develogmeant is to encourage and direct new
foreign investmuent imce preductive eaterprises in Igypt. This project
will specifically emcourage U.S. fimas o Iavest In Egype.

1.03 The AID private sector development prsgram originated with
the Humphrey imencdzeat Report prepared in Februazy 1978. This repert
zecoemended a variety of staps to be taken by AID in cooperatiom with
the GOE to expand productivity of the privace sector. Most of these
recommendations have now been translated into projects proposed for
» funding during fiscal years 1979-1981.
1.06 The project descrided in this paper is a dizect response to
a recommendacion coataipmed in the Bumparey imendment Report, which
was prepared by a Task Force chaired by the Assistant Adninistrator
of A.I.D.'s Near East Bureau. The Task Force izncluded representatives
of the Department of Stata, Treasury, and igricultiure; the National
Security Council; and the 0ffice of Managemenc and Budget. The viaws
of Egyptian Govermment officials were coansidersd and incorporated in
the Report. )

1.05 Outside consultants used by the Task Force included Azchur
D. Liccla, Ugivezsicy of Califoraia at Davis, and a zeam of U.S,
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businessmen assembled with thae help of the Egyptian - U.S. Business
Council. Tha Task force was charged with raviewing and preparing a

study on the eccancmic aid progzam for Igype, for subtmission to Congress
got lacer than February 15, 1978. In examining placned U.S. aid to

Egyp:, the Task Force was asked to suggest alcarnacire forms of

asSistance and to specifically consider the possibilicy of emphasizing
prograns designed to enhance the opportunities in the Egypcian private
business and agriculture sectors. The Task Fforce was also requested

to develop a plan for specific new projects respounding to needs ideatified
in the report. .

1,06 The specific recczmendation pertaining to this project was
that AID should encourage U.S. investment in Eg7pt and particularly
promote joint ventures between Egyptian and U.S. business anterprises
gnd that as an ‘incentive, funds be provided for sector studles and
feasibility sctudies and that ATD would explore possible mechanisms
which would permit it to share with poteatial investors the costs of
such feasibilicy sctudies. The analysis and design underlying che
development of an activity with the above characteristics and outputs
were performed by USAID wch AID/Washingcton TDY assistance. The
project has beea digscussed with the Overseas Private Iavestment Corporatiom
(OPIC) and a number of U.S. business €irmg, The project FID has been
reviesed with and approved by the General Auzherity feor Iavestxmeat
and Free Zones, Mizmistry of Econcmy and Economic Cooperation.

1.07 This project addresses infor=arional needs required by U.S.
companies contemplating an investment in Egypt. Other projects in
the USAID private sector development progzam addresses a variety of
credit and institutional comstraincs. This project was included in
ATD's FT 80 Ccngressiomal Presentation. Because it has been moved up
by one year Comgressional Notification was required, The GOE's
request for assistance is iacluded as Apnex A to this paper. All
statutory criteria bave been sacisfied and the checklist is included
as Anoex B,



II. BACKGROUND

‘Ae  Private Sector

2.0l Prior to 1952 che Egyptian econcmy was characterized by incease
concentrations of wealth and the control of the productive seczors by

few families, It has been estizmazed that wealth was conceatzarted iz the
hands of 5% of the population, with the remainder of the populace existing in
an almost feudal =zalacionships with the extreme wealthy, Wages were .
meagre and conditions of employment poor. '

2.02 The 1952 Reveolution, in reaction to the above circumstances,
shifted the Egyptian ecomomy viclently from a conditiom of oligarchy to
a highly structured, centrally contzolled system chazacterized by stace
cwnership of many enterprises. Over the next 20 years a complex network
of regulated and subsidized svstems developed with special iatierescts and
scructural disequilibria.

2.03 Ino 1971, the Goverzment of Egypt (GOE) realized that the pdlicy
of putlic sector conczol was not yielding -<he desired growth and producticm
results. 4Analysis cf the overall stace of the publicly run segaents of

the econcmy led the GOE to comcluda that encourzzemeat of private sector
enterprises would be an efficient way to accelerate development.,

2.04 The £irst step was the passiag of Law 43 in 1974 which azticulated
the govertment's new "Open Door Policy”. Law 43 was iatanded to quell
nationalization fears, reverse the prior public sectar matiocmal economic

» policy, increase incentives for privaca saviags, reduce certain aspects
of goveranment control, and induce increased foreign currency flows for
invessment. The law was found wanting in many aspects and was amended
by Law No, 32 in 1977 ¢o eliminate many of its ambiguilties,

2.05 Although the above laws set the adziriscrative stage for
increased private investment, implementaci.n has been slow for a variecy
of reasons. Notwithstanding the insticutiomal weaknesses, thw Egyptian
econony has many strengchs, advantages and opportunities; including human
Tescurces, location at the juncture of three contineats, assets of tourism
as a historical ceater, natural resources, and a large domestic markat.

B. AID Strarvagy

2.06 One of the key elements of the AID program in Egypt is the
furnishing of capiral and technical assistance to speed development of

the private sector so that it can undextake a larger share of the ecomomic
developmant ctask., This aspect of the AID program was examined during



rhe review requized by the Humphrey Acendiiest Repors, and the 1978

report Tecommended savnral specific areas for AD assiscance. Yost

of those recocmendations are now rranslated iate projects proposed Ior
design and fuading in 7Y 70-31. CDSS puts a stTong expnasis om this
prograa element, and the potearial rnle Zav Egyptian private saclor
participaticn 1s.now reviewed in most projects. Resulcs of these eiforts
ars expected to be: {acreased productiviry, adéicional ezployment op=
portunities, improved technology, higher wages with corollary higher
gtandard of living, greater ~obilizaciou of dcmescic and fozeign Sinancial
resources, and improved foreign exchange position.

2.07 The ATD private sector development strategy has concentrated

on salected developmental problems areas wnich effect privace sector
productivicy. Based upen sut—sector studies, projects are being tailored
to resolve najor problem areas and to creace institutions which can
continue to address these and other problems as they arise in the futurs.
The strategy Lor the private sector provides for a broad ard interlockizng,
matrix of specific tarusts, through projects, to resolve che principal
developmenzal problems curreatly facing the Egyptian private sector.

The izpact of this program is expecced to be of a long-term naturs, but,
AID's accive role will diminish witch imprevad Egyptian inscigutional
capabilicies. .

2.08 Key developmental pTodlems currvent)y addressed by preseat and
proposed projects are:

(1) Provision of iavesiment czpiral = dizect A.I.D. foraign exchange
resources on wedium/long-terd are srovided by: DIB-I1; Comzodity Imports
“Program; Private lnvestzeat Eacouragement Fund (iavestzenc component);
SSE Credir & Advisors (sub-loans) and specific project iisancings
(Cement, Flat Glass, etc., plancs).

(2) Mobilizacicn/allosatZon of Sinaneial resources - instituticn
building in che financial sector is provided by: DI3-I1I; Privacte Iavest-
ment Encouragement Fuad (traiaing program); Advisory Services on Credic;
and Money Mariec/Stock Exchange.

(3) Igvestmeat stimulacion - investaent péomcian, inforzation,

and imcentives are provided by: P=ivate Seccor Invesczent Studies;
Egyptian Investment Center; and Industrsial Free Zomes.

(4) Technologvy transier = zodezsa and appropr‘.a:a':echnology and
zanagement tackalques are provided Hv: Migddls Management Educacion
Progzam; SSE Cradit & Advisces (cecknical advisory component) ; coctinued
support of Incernaticmal Txecucive $arvice Corps; and Business Macagement
Training projects.
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(5) Regulacions/sractices - regulasory and policy matters affacting
private busizess aze included in the followd ing projects: tax-administra-
tion; tax resczucsuriang; lavestment-oriented semirars and workshops with
Tord Toundacicn; and legal education. .

Additional details on these projects ars included in Amnex I.
C. Problams/Derwand

2.09 Two surveys, one by Pzof. Del Roy and amothar by A.D. Little,
Ine., were complated in January 1278. 3och of these surveys found chat
there was a renewed vicalicy in the Egyptian private sector and the
A.D. Lirtle study recemmended official U.S. involvement in quickening
the pace nf the private sector re-emergence. These findings were
formalized in the Zumphrey Amendment Report.which recommended a series
of actions designed to izprove private sector performance in Egypt. A
specific resommendation was to assisc U.S. compandes in identifyizng and
carrving out pre-iavestmean: feaslipility scudies., The U.S. coumitment
to revicalization of the Egyptian privacze sector was formalized ia the -
1979 Foreign Assistance Act, wheze AID aas encouraged to do everytilag
possible to iacresase the private sectur's role in development.

2.10 A special aission headed by Ambassador Robert Strauss in lpril
1979 iniciaced a sore Iizzensive dialogue ou the need for iavestment in
Egypt and addicicnal need to stimulate investors to suppo:: econemic
development in Zgypt chrough technologry transfer and capital iavestzencs.
It i3 to this last priority that this proiec: is direczed., Mr, Strauss
has now zade two trizs to Egypt each of which he perscmally brought up
to f£ifreen (15) G.S. busizessmen to acquaint chem with Egypt as a
petential country for iavestment. The "Recoanaissacce Survey" portion
of this project is similar co what Mr, Strauss has iniciated but will

be more institutionalized.

»

2.11 Egypt may well hold one of the world's greatest potentials for
foreign investors. That this ¢ay only be ¢ lenger term prospect should
not deter U.S. ccmpanies from taking a hard look at Egypt row. Ten
years hence, it may well turn out that these firms getting a foot in

the Egypcian door today bv establishing their brands with the local
consumers and/or winning the goverament's favors as bold early lavestors,
will have gained a significant compesitive edge over timid late comers.
The decisicn on whether fo iavest ia a =asufacturizg operation iIs
pazticularly hasd to arzive at in Zgypt. Wwhile :cst observers are agzeed
on the countTy's ezor=sus potential In tarms of bSusan resources (both
qualitacive and quantitative), an al-eady diversifiied ecomemy, and a

r
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scrategically favorable loc;:ion, they iikewise do not argus about the
di€ficuleies iz obtainming useful and reliable iaformation upon which to
make an invesczent decision. '

2.12 The corporate plammer camnot go only by the glowing reports
about the newly cpened door to a corporace presence in Egypt. The planner
pust carefully weizk in person the eavirconmenc and situacziom. The fact
thac U.S. business has been virtually non-existent in Egypt for cwemcy
years indicates that Egype, to a poteacial U.S. investcor, presents an
extcremely difficult country for investmeat. ‘

2.13 Not only has the Egyptian economy been closed to U.S. companies
for such a lomg duration, but also now that it is opem, a totally alien
economic and social enviromnment embraces the U.S. investor. This long
absence coupled with the strange environment not only makes the iavestument
decision difficult but also costly and time consuming. One U.S. firm
recencly told USAID that a relatively simple feasibilicy study costs
$115,000 for a cold storage complex, with an escimaced total project cast
of only $3,000,000. .

2.14 As a rule of chubb, a feasibilicv study tends tu cost about cme
hals of one perceat of tie eventual tcotal cest of the project being
investigated. This is particularly true for large projeccs, but the
percentage raises dramazically for smaller Investlents. Ti'e cold storage
project mentioned abave indicates a 4% relaticuship.

2.15 AID has fipanced five (S) feasibilisy studies for induscTial
projects at the request of the GOE. Although these studies are larger
,than those anticipated o be funded wich this project, they do indicace
the magnitude of feasibiiity study costs and in particular that costs
Egypc are significantly higher than the nota. .

Project Total Est. Total Study Cost -

' Feasibilicy 5 Project Cost _ % Tctal Cost
Studvy Cost
1. Quactamia  $1.3 milliem $200 mt1lion .65
Cement ' .

2. Mist Rayon $1.2 million : , $150 million .87

3. Tlac Glass $360,000 - $140 millfen. 6k

4. Edfu Pulp/ = $850,000 '$120 2illfon .69

5. Lake Quarmm - $550,000 . $ 80 million .68

Chenicals



2.16 The cost/risk facter relative to the undertakizg by a U.S.

fizm of a feasibilicy study whem ccupled with the polizical comsideracions
makes it difficult co convince a company president or Soard of Directors
to commir fumds to lavescigate Igypt. Egyot is competiag ia the world
zarket for foreign investment, the fact that the severe lack of informa=-
tion necessitates a aore costly feasibilicy study places Egypt ia a less
competitive position. TFinancial and moral encouragement to U.S. firms
coutemplating investment in Egypt eminazing from the U.S. Governmment

is greatly needed. .

2.17 The Private Sector Ofiice at USAID receives at least one serious
investmeant inquiry per week, while the Embassy Commerciz! 0ffice estimates
that two sericus inquiries per week are received. Discussions with the
Iavestment Authority reveals that during the first 6 months of 1979 more
U.S. businessmen have made visits than duriag all of 1978. Regarding

the Investmenr Authority it should be noted that a foreign company wishing
to obtain GOE approval for am investment nust submit a complex and
lengthy form {over 40 pages). Ia order to complete such a form a rather
complete feasibility scudy must have been made. Thus, a feasibility study
is got only required by the company naking the investment decisiom, but
also by the.counczy (Egype) which is to teceive the iavestsent. )

2.18 As meaticmed earlier, several professional surveys have been
Tecently undertaken ia Egypt relevant =o this project's cencept and £inal
desizn. Those studies justify the project by indicacing the need for
investuent incaantives, one of which this project will provide. The .
following four statements which were contained in the studles were used |
in fizalizing the "Humphrey Report” gives a rather clear izdicacion of
the need implied demznd, type and purpose of the project.

- .
2.19 "The formulation of effective pioneer project incentives will
be required iz order to iavolve appropriate firms as a joint-veature
partners. These incentives should include the provision of: Feasihiliey
study and pilet project funds for individual projects, ecc." 1/

2.20 "As U.S. (or other Western) small-co-medium business firms
often do not have the funds to underczaike extensive feasibilicy and
zaTket studies and lack knowledge of the Zgyptian: enviromnment and
potencial opportunities therein, it is necassary to develop a prvgranm

L1/ "Small Iadusetsy in che Egypeian Economy” January 1978,
Dz, Delwin A. Roy. ’



which generaces appropriace infarmacion. Lt is recommended that USAID
consider the funding of feasibilicy studZes and develop a2 suitable
{informacion flow system that can briag Soreign Susizesses ingo aorTe
direct concact with small business joint vencure opporsunitias in
E;ype." 2/

2.21 "The Small Business Team recoumends that encouragemeat will

be given to joint ventures between Igyptian and U.S. business organizatioums,
and chat as an iacentive, funds be provided for pre=feacibility and
feasibiliry studies. AID has relied on resources available through the
Overseas Private Investment Corporition (OPIC) to serve this need (studies)
AID should explore possible mechanisas which would permit it to share with
potential investors the costs of such feusibilirty studies." 3/

2.22 "There appears to be a pressing need for more preliminary
identification of investment opportunities to furcher the development
of specific projects." &/

2.23 The above quotations from recognized experts resulted in the
recoumendation, in the publication of a "response to Secation 9 of the
Taternational Securicy Assistance Act of 1977", more commonly known as |

" the "Humphrey Report”, for USAID/Egypt to desiga, develep and implement
an FY 79 project to accomplish the above.

2.26 One final indicacion of the need for this project is that on
June 20, 1979, cthe Egypt~U.S. Business Couaell which is coastituted of
private ané public sector businessmen, suboitted 2 memorandum to the
Egyptian Prime 4inister which strougly recocmended "that che Investxment
aduthority should vndertake feasibilicy sctudies for certain projects of
aacional and ecomcmic interest and might promocte them through the
fipancial institutions.” ‘

2/ "Sgall Imdustry in the Egyptian Zcomem; Jasuary 1978,
Dr. Delwin A. Roy. R

3/ "U.S. Ecomomic Assistance to Egypt, A Report of a Sped.al Iy;:emée:f;’y
Task Force", A.I.D. Februazy 1978. ‘ S

4/ "Assessment of Egypt's Industrial Sector”,
Arthur D. Little Inec., January 1978.

¥
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IIT. .PROJECT DESCRIZTICN

A, Derailaed Descrintions

3.01 The goal of the project is to incTease che flow of private
U.S. iovestment to Egypt. The goal is an attempt T leet the rasource
gap facing the Egyptian ecomomy. U.S. capital and technology would
help alleviace the productivity, employment and funding difficulties
facing the ecomcmy,

3.02 The purpose of the project is to cTeate a dechanism which

will provide inceantive for and evpedize carrying out of pre investment
feasibility studies, I& will also finance sector profile studies,
reconnaissance visits, training and technical assistance to insticutionalize
these types of investzent incentives.

3.03 As goted iz the Humphrey Amendcment Report, there are two’
major disinceatives to investment in Egrpt, il.e., (1) lack of
infor=ation upon which am investment decision can be made in Egypec

and (2) reticence om zhe parz of U.S. coxpanies to bear the risk of
investizng in Igypt. It is the comseasus of cbservers that 1if sufficient
facts wera iz the hands of U.S. investors, a far hizher proparticn of

a new investment would be frem that sowrce. Therelore, one Important
aspect of the stuiies is gesting the inforzation cf U.5. fizms. 7Teis
project proposes o establish Dechanis2s acd assist investors in
exploring Egypt's markets and potextial productive capacity, The
venicle is the Investment Departmeat; Free Zone and Iavestient Authoricy
in the Miniscry of EZconmomy and Zcomemic Coopezation.

B, Outputs/Inputs

3.04 The direct outputs of the project will be those Investmeant
Authority icdividuals trained in designizg and premoting sectorial
and pre-investment feasibility studiess The secondary, but greater
output of the project will be the oumber of Egyptians who gain full
satisfylng and prodiuctive employment from oew or expanded enterprise
which results Srem the project's stimulasion of U.S. investments in
Egypt. It is not jossible %o project their number uatil there is
scme experience with the project. Tertiary output will be Egyptian

\
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consumers wio will gain shrough availability of more goods and services
and a more in general efiicient ecomemy. It 1s expected zhat thera
will be scme Talaced besefits in conditions of work as zodernized
processes are introduced,

3.05 The prasent project is aimed at the U.S. investor. If
correctly ilascitucionalized and proved successful, the pessibilicy of
other denozrs participacing is highly:probable. Both the Gerzans and
the Japanese have indicated am interest ia expanding their participation
in the Egyptian Private Sactor; and in some industrial sactors have an
acknowledzed comparative advantage over U.S. £irms. If the evaluation
shows that the prujecs is suzcessful, the GOE may approach other donors
with offers to staff similar projects funded by them.

Severali Western dounors have concessicnal barking arrangements for
private sector firms and might alsc be interested. -

3.06 The advancage to the Egyptian economy would be an exapauded
spectrum of £irms undertakinmg ixvestigations with the commensurate
benefits of healthy cempecition. A second multiplier effect occurs

in the case of a feasibilicy study which does not result in a decision

to invesc. That izformaction which is non proprietary will become the
property of che Authorinty winich can then use it to brief and attract other
potentizl investors. The definirion of propriecary izformation will

be sizmilar to thart used by QPIC.

-3.07 The inputs necessary to achieve the above outpuss are techmical
assistance, traiaicyz, ccrmodiries and fumds for cost reimbursement.

Total cost will be $6.1 million of which almosz $5.0 millicn is the

AID izput and $1.1 @illionm equivalemt is the astimated comtzibution

of the GOE. The AID costs include $86,000 iz lccal curTency cnsts and
$455,000 for contingencies and inflaricn. The full §5.0 miilicn is
distributed into the Sollowing four (4) project modules: (a) # secteT
profile scudy module - $998,000, (b) reconnailssance visit module =
$200,000, (c) pre—iczvastzent feasibiliry study =odule - $3,388,000,

and (d) a project iascitucionalization module - $414,000.


http:priva.te

3.08 ATN's Office of Private Sector Development {(OPSD) has developed
a comprehensive program o meet MOSC of Zgypt's requirements as scipulaced
by the "Humphrey Report”. The incer-relationship between thils project
and the proposed Iavestzent Ceater (IC) project is quice clear. The
Investaent Center project is designed <o bring comprehensive technical
assistance to the Egyptian Investaect Cencer. It will study the

overall concspt and design of Invest=aeat Cencers. and furaish assistance
to increase the effectiveness of the Investment Canters mamy aczivities
of which this project will be Sut just cne.

3.09 This Private Sector Feasibilisy Studies projects will furmish
the Investzent Authority with a new service to oifer ouly potential
U.S. investors. The exiscing lovestment Authority will implement this
proiect. However, at the same timea thas it is izmplementing this
projecst, the Authority will be examined and assisted by the Iavestment
Center project. Im short, it is analogous to AID going through 2
reorganization process while at the same time Implementing specific
new undertakings and projecss. .

c. Relationshin te OPIC

3.10 3och che Mission and AID/W have had comnsiderable discussions
with OPIC to assure thar this proiect will mot compete with cthe OPIC's
Feasibilicy Surveys program. Annex J, a letTer dazed July 9, 1979 from
Robert R. Wolf, Vice Prasident, OPIC to Joseph Wheeler, Assictant
Admimissrator, ATD indicates mot omly thac OPIC's participation in

the project's design and davelopment has teen soliciced by AID, but
a2lso that OPIC believes that '"we (OPIC) view the proposed program as
being sufficiently different in scope, puIpose aud operating detail

as to preciude significane direct involvement by oPIC."

3. The propesed project is therefore rot viewed as cempeting
wich OPIC. Wnile it is pnssible oo isclace a lizited number of areas
where a U.S. investor might compare this program with the OPIC program
‘ro select the most advantagecus, we feel this project as proposad will
result in lomg range impetus to all of QPIC's progTams and sexrvices
for EZgype. .

3.12 As previously stated, this project was recommended, to be

developed by AID, in the Eumphrey Amendment Reporft 0 Congress as an
incentive £o the establisihmenc of U.S. Zgyptian joint ventures by

b
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Relationshis becween U.S. Toougs and Quetouts g'.'.evel of efforr #nd ‘costs)
(5000)

QUTEUTS o INPUTS
" Technicians Traiaing & Other -
. Commodities Costs .

(a) 10 Seccor  Studies  § 938 (30 pm)  $20 (C) § 40(C&L) §998
(b) 20 Reconnaissance $ 65 (6 pm) $ 1 (C) - $§100 (RS) $200

Visits ' § 34 (C&Y) ’
(c) 20 Pre-Iovesent s65(6pm)  § 16 (O $3,000 (FS)

Feasibility Studies - § 309 (cC&I) §3,3e8
(d) 15 Participanss and § 186 (17 pm+ S 41 (LC) $ 72 (C&I) $ 416

System Development 2 PASA) §105 (T) .

- $ 10 (¢)
.# P . -

TOTAL $1,254 (121 Fm) 191 (T&C) $3,555 §5,000
T = Training - -
c = Commodiries and Services in *-gal cost fizancing
1003 = Contingency, Inflation ’
RS = Reconnaissance visit funds
ES » Pre-investment feasibility suIveys funds
1c = Local curreacy Support and servicas
). 8 = Person-month

NOTE: These above numbers are best estimates, chacges within lize items may
be mada as the project develops and demand for the specific incencives are

betcar determiaed.
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providizg funds Sor pre-feasidility and Zeasibility studies. The
Humphray Report 2otes AID's previcus exclusive relince on OPIC,
and recomzends che establiskmenc of zhis special AID project. The
Small Business Team survey alsoc reccrmended such a project although
targetad at small to oedium sizad business Sfizms.

3.13 Based upon cxperience of USAID, discussions with potemntial
investors, pronouncements of GOE officials and ccmments from the
Joiat Business Council, we f£eel that the zeed to encourage foreign
{investors is not limited to small/meditm sized £izms. Consequently
in designirng this project we have allowed fund ts be 2ade available
to the entire spectrux of potential U.S. investors because of the
strong need te atcract U.S, joiat ventuTes in Egvypt to stinulate
economic development.

a

3.1% T2 addizion to responding to a Humphrey Report recormeadacion,
this project is sigaificancly unique in terms of the envizcmment in
which is to be operating. Egypt is in an exceptional position whereby
it {s receiving ex:zracrdinary large amounzs of U.S. support for '
development and normal U.S. facilizies (private a=d public) are not
present. OPIC's program is desiguned to respend to tTaditional mot
excepzional positionm on exnccuraging U.S. foreizm invescsent. This
aroject is desizned to respond tc the existing exceptiomal situation

in Egypt by offering greater inceatives and institution building
elemencs which OPZC cannot do.

3.15 Addicdonally, chis project is currently viewed as a non=
precedent set:iiag ome, designed to serve as

 an inducement o encourage investors duzing 2 period where scme zmay

pot yet be willing to commit any amount of funds for investient stucies.
This umwillingress to commit such funds zay e stTonger in laTge
"Forzune 1000" fixns, zany of which arte macture, budget/cost cemscious,
subject to more conservative Board of Directors'decision aaking,

than smaller, more flexible, and higher risk taking ccapanies. After
this project is complated we hope OPIC incamtives saoculd he adequata.
The above should not preclude a follow on project sihould the GOE,

OPIC and AID determine that a projecs of a similar pacture is warrantad.



3.16 USATD will encourage and assist in the establistmeat of good
working relationships berween OPIC and che lnvestmeant Authority,
including emcouraging potencia’. investors to ucilize OPIC funds Zer
their projects. Addiciomally, OPIC's ofier toc cooperate with the
Investuent Auchority and Co promoca the project in the TU.S. will be
Dost welcome. The praject iacludes funds for shoTt-tera consulrzants
to the Authority, if OPIC has experienced parsonnel available for
assistance, USATD =dll enmcourage the ucilizaticn of a PASA arTangement
with OPIC to minimize costs and to maximize OPIC exposure €0 che

3.17 Fizally, this project is desigaed to be substantially broader
{in scope than gere pre-investment cost sharing. This project will
provide institution building to the Aucherity iz handling of and
acquaintanca with pre=—invesment studies and the above mentioued links
to instituciods euch as OPIC. The project will encourage teconnalssance
surveys limitad to U.S. £imms not oun the "Fertune 1000" list.

3.18 The project will not only produce professional quality pre~.

~ profile studies in specific industrial sectors, but alsc establish

the in=-house capabilicy of che Authority to eventually praduce

their own decumencs Sor use by any foreign igvestors. Other differences
from the OPIC program are, the iavessor is not required to cbligate
{tself to OPIC finmancing and more realistic maxiim cost reimbursable
1imics. In comclusicu, many facecs of this project ave not performed
by OPIC and are considered essential to this project's design, while

at the same time che project will assist OPIC in developing Zgype

&s a marker for OQPIC services.



IV, TECENICAL DESCRIPTION

A. Secrtor Studies

4.01 The COE through the Gemeral Organizatica for Indusczializazion
(GOEL) comp'eced six zajox ipduserial sactor studies in 1977 which idencified
a punber ot opportunities for iavesthment (Azpex X). The project would

start wich these studies, and identify areas where iaformation and
promotional izprovements can be made. Areas of iavestigation for sectar
studies will heavily rely upon the A.D. =zle work previcusly zentioned.

4,02 Baving idemtified the areas of high priority, the Authorily would
then proceed to undertake a seczorial study on about tea (10) of these
priority sectors. These studies would be relacively brief profiles and
would identify markets, import requiremeats, prasent state of meaufacsuring,
raw mater:al availabilizies, labor availahilizies, pocencial for export
and pricing rescrictions if amy, etc. Tqese profiles would be done by a
ream consistiag of U.S. techmicaas (cont=act) and four or aore Zgyptian
professionals. Ouce cczpleced, the profiles would be widely disc=ibuted
to iaterested U.S. compazies. The study weuld be suflicient Ca allow

an investor to make an izitial decision regarding an investaeat and zo
underczake 2 more specified pre—izvesjent feasibilicy study. The OPIC
frame of reference will be utilized ia es=ablishing the desiced paramecaTs
for these pre-investment feasibilicy scudies and rtecomnnaissance visits,
See Annexes L and ¥.

4,03 Ia additton, Tequests for «dvice om iavescment in a particular
gector will be reviewed and assuming some potential, the Authority

would then constIuct a srofile of the area of interest Srenm availasle daca
and provide this to the inquirer. This would provide a frame of zeference
to the potencial investor. To tie extent practicable, these profiles
will conceacrate on Sectors which are labor intensive, axpozt orienced,
and meet the criteria of the congressional aandate.

4&.06 . Any studies funded by this project in areas forbidden f£or U.S.
assistance or of a semsicive nature (shoes, textiles, citrus, sugar,
palmoil) will be avoided. A specific covenant to the Grant Agreexzsgutb
will prohivic the use of any project funds to fimance studies for
estabiishing or expandicg production OT any commedicy Zor expert if
the commodisy is likely to be in surplus on cthe wosld markets or will



cause substantial injury to U.S. p:oduce:s.' This element of thé project
will be of shor=er duracion chan the other thaee, . .

B. Reconnaissance Visicts

4,05 If a sectorial study assassment provokes furcher intevest,

a U.S. company could them ask for a Reconnaissance Survey Grant to further
investigate the situacion in Zgypt first hand. To assurs tiat only
sarious companiss are involved in receiving any ATD funding, the gzant
will require a credit repors, yrief scope of work om applicaticnm,

1ist of anticipated contacts and a blodata of cthe individual xzaking

the mission., A written report of the teconnailssance visitc wlil be
required prior to the reimbursement of costs.

4,06 Reconnaissance visir funding will only be zade available to
small business firms mot on the Fortune 1000 and/or minority owned
companies. AID believes chat large firms will be able to pay for
recomnaissance surveys aad that this project will encourage and assist
small and/or mizmority U.S. companies. This- prograz will Se linited

£o a maximum of two parsicipants per U.S. company, wizh a limit of
$3,375 per person om aay survey. Ouly one reconnalissance survey per
company is all.wable. Per diem will be paid iz U.S. dollars just as
AID reimburses TDY'ers. Twency U.S. firms reconnalssance sSurveys

of two people each are ancicipatad to he financed by the praject.

C. DPre=Investment Feasibili=y Study

4.Q7 When the recomnaissance visit or the secteT proiiles zesults iz

& positive expression of incerest by an investor, the investor will

®pply for a Feasibiliry Study Grane. This graac will zeet 502

of the eligible costs of che proposed feasibility study with the other

$0Z being met by the potential imvestor. Ia che case of "Non-Fortune 1000"
or minority fizms, the fund would be prepared to meet 75X of the cost

of the Zeasibilicy study. This also would give scze preferential
consideratione to U.S. small business.

Y

4.08 °~  Eligible costy will be defined and refined by the comsultant,
{imies will be ascablizhed and irems, such as translation sarvices,
venicle remtal, raw material analysis, small pilot projects and special
surveys will be allowable. Unlike the OPIC program, a decisiocm to
proceed with the investmeat will mot result iz repayment of cthe AID
grant element of tha feasidility study.

N



4,09 The dectsion to Zumd a feasihilicy study will be zade by the
Authority in accordance with guidelines daveloped by the GCE and USALD.
These guidelines will iaclude submission of Jersonnel data, financial
stacements, estimated study budget, credis repors, and othar cvesseas
ventures or experieacs. Sunplemental procedures, application foras
erc. will be developed by the U.S. consultanz. Iz is expected tiat’
applications will beexamined by two Investment Authoriry employees

who will be assisted.by che U.S% consulraac. I- is escimated chat

AID will fund 50% of the cost of 12 feasibilicy studies to be dome

by large £iz=s. The rocal cost of the large studies should be §2.4
miilion. Feasibilisy Studies for 8 small/minority owned firms will

be assisted by AID funding 755 of a study's total costs which are
estimared to be $600,000. It .must be poted that these figures cust be
flexible. S

4,10 The project will encourage the ueillzacior of the U,S. f£irm's
{n=house expertise to maxe the studies, however the use of consultants
will be allowed if the potential investor offers evidence that such a usa
of comsultans is in keepiag witl the £irms pormal business pracctice.
The studies will allow prelizinary ecgineering and design cost estimatas
{n order to make am icvestzenc decisiom. Jowever costs for detalled - .
design ard engizeesing services £or plant comscructiosn afcer tie
igvestea: decision is zmade will zoc be eligible for Zizaneing. The
Auchority, working with the U.S. consultans, subject to AID approval
will issue a "Positive List of Studies" to be precmoted. addirionally,
AID will provide the ugiarity wiss a "Vegative Lisc" of studles which
the fund cammot Zimance. .

4 11 The grant to a privacte fim will be oun a reimbursement basis,
with payment made on delivery of a completed pre-investaent feasibilicy
study. Allowable costs JoT reimbursement by the Auchority will be ’
economy class travel plus §$200 per day which must cover salary, per
diem, telexes, translatiou, heme office supporc, local tzaansportation.
Overhead, differeacials, R&R and vacations or profits will got be paid.
The use of comsultaces may be ucilized in times when the U.S. f£izm nas
no expertise in an area or if it is che firm's zoraai way of making an
{investzent decision. The Authorlfy st specifically approve the
usilization of a comsulrtant. Reimbursement for consultants will be
econcay class travel and $250 per work day. Reimbursement wich AID
£unds will be limited to 50% or 75% of these limics depending on the
sizs of the U.S. fira. Per diem will be i{x U.S. doilars like ATD oY
peigbursemenc. Lt is anticipated that the study would be undersaken wd.chin
60 days of granc appsoval, and would be completed mot later than cne’
year followdiag approval. It is expecred that scme twenty pre~igvestaent
£ezsibiliry studies will be produced.

29
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4,12 The proiect is desigzed so as to eacoulage che formacion f
joint venture encerpr-ses becween U.S. and Zgyptian business. It has
been cetermined that a 2ore cost eifective oroject would result in
offSering the feasibilicy grant omly to 7.S. £izas and oot the

Egyptian firm. Since "ia-house" expertise, not ouctside comsultants,
will supply che gresacest izputs 0 a feasibilicy scudy, Egypcian

£irms were not deemed capable of furnishing this type of expertise.
Addicionally, Sinancing the costs of Egypclan fimms making a.feasidility
study would requize local curTency financing which AID is not prepazad
to do at thiz cime. )

46,13 Tinally since the intended goal of the project i1s to emcoulage

a U.S. £irm to invest iz Egypc, elther on thelr owe or in a jeint vanturae,
it has been decermined that U.S. firas should have a major role

in conducting any feasibility scudy leading co an investmeat on thelr
part and usually onlv afrer the feasibility-study do chey (U.S.

#irms) saek out a potezcial joinc-venture partuer.

D. Ianscicutionali=zacion

& 14 The projecs will be izplemented by a mianimuz ausber of U.S.,
and Zgyptian persomnel, with che emphasis being placed oun nigh qualicy
and irnovacien. Short-term trainicg ia {avestasat analysis will be
provided in cthe U.S. for about 15 exployees of the auchozicy. If che
volume of work proves to be high, addisional EZgyptian staif will be
provided as s&ll be addicional t—aining. A maxizuz of one long-tezz
(18 moaths) U.S. technician and five Tgyptians are eavisioned with
their major emphasis being develcgment of implemenrztion syscems Zor
the three major project functicms and t=ansfer of knowledge of how %o
muse those systems to additional Zgyptian staff., Two addicicnmal U.S.
cachnicans, short term one comtract aud ome 24ASA from OPIC, skilled
in econcmic feasibilicy work will work witd councerparts in developiang a
formac for pre—investment feasibilily studies and training. Through
writing of these studies the techonique of developizg them will be
transfarred to the counterparts.

4,15 The long-term U.S. technician assisced by the short-temm
consuleane will develop procedures aad will work with couaterparts

in the Authority to develop guidelines Zor evaluating applicaticas.
Feasibiliry scudies will be evaluated jointly so tiac the counterpasts
will be able co handle the expecced saseload wizhout experctise. A
maxdimum of 15 Zgyptian professionals are expected to be adeguacely
t=ained and prepazed to casry om this type of program wichout G.S.
persconel. Thereforze, this project will supply to the Auchority

g
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specialized assis:ancc'i.a escablishing and operating only chis project.
We do not want to overburden the Auchcrity with superZlucus technicians.

4,16 Tt is a0t envisioned that management assistance to the
Authority regardiag their existing operacions will be necessary or
zequirad, The overall technical assiscance, including manage=ent,
will be covared in tke preposed Investment Caacer Project, being
designed by A.D. Lizzle. This project is spacifically designed

ro assisc U.S. companies roc ‘the Tavestment Authority, it is therafore
got primarily an institution buildiag project, but is '"specific
results” orisnred, with some institution benefits.

E. Technical Feasibility

41T The problem of increasing lavestlent in Egypt can be approached
in a number of fashicas. A preliminary attempt has been made by the
Egyptian-US Busisess Council chrough the use of a consultant to brief
possible US favestors oun the advantages of investment in Egypt. This
effort fatled as a result of inadequate information being made available
eo the comsultant and the fact that at the time of the effort the
atmosphere was not conductive to investaent by US conceras. The

Peace Agreement had not yet been signed and efforts to Teduca Che

amount of ced tape which has beea a zajor roadlock o iacreased
igvestaeac had not beea aocunted.

6.18 The situacton ac present is far different. 3ecause of “the
ckange in the investzent climace, tle al=emacive of the use of the
Business Council is no longer appropriata. The GOE nas dedicated

a great deal of prestige to the eancouragemeat of izvestment and is
aconvinced chat ocficdizl imstituticns are nteeded to Implement

zheir objectives. The creation of the Iavestaent Authorisy is a clear
demenscration of this high priority and assistance to the Authozity

is the only cealistic alterzative in ligac of the expressed GOE
dasires to ba iavolved ia promotion. .

4.19 Astdef—om the overall selecciom of a vehicle for investheat
emcouragement, there are sepaxare feasibiliry questiocas concerniag

the mathods to be employed. Alrhough there is a wealth of informacion
on various aspects of the Egypcian production sector, very Uerle

of the available data is presented in a form which would be usaful

to the poteatial investor. Six GOFL studies exist which have not recalved
wide dessemisanion. The desseminarion of these and other date -

which are available 2o varicus studies and statistical ceporss

are essential if grearer—in Igyprian investleat is o develop. The
task of assembli=g these prafeasibilicy reports will require tle
services of a full time expart who has experience in puzting togecher
similar documencs in the past and who knows what tie pocential
{nvessor is locking for.
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.4.20 Effores such as this have been carried out iz Philippines,

Thailand, Korea and Singapore Witk gTeart success. Iadividuals exist
who can do such scudies. A complate sector profile sill noc Ye able
to be completed by one generalist, The project has wrecognized this

need by builéing in an amount of funds Zor short cera assistances on

specific areas.

[ yak Once cthe studies are gompleced, they will aeed to be made availabls

ro the various paotential investors. This will be done through the
various commercial bamks in Zgypet, with contacts in the US, tde US
Deparmzent of Commerce, the Middla EZast working group, the Egyptian
Embassy Combercial Section in che US, the US Ezbassy Commercial Section
in Cairo, che USAID/Cairo Office of Brivate Sector Development, the
Tavestmenc Authority and thie US-Igyptian Business Council. Wich all
of these potential distzibuctors it is anticipated that there will be

no dead ending of the prefeasibility studies.- Ao adesquate printing
budget, to be provided by the GOE, will assure that enough of each
=eport will be made available.

4,22 The £inal feasibility question on the prefesasibility element of
the project is whecher there will be sufficient Egvptian staif available
= do the work. The projecs desiza and budgeZ has been

. developead to ensure . . shat the GOE maxke two people available
for this aspect of the project. Eigh educacicnal qualificacions will
be required acd the salary level of the ccunterparts will be of a
sufficient level to provide mocivation to these individuals. The
Authority has special clearance to pay wages above GOE mormally
approved scales in order %o atTTact the most qualified pecple. 3Decause
of this, it is not expecced that there will be aay diffieculty in
actracting staff.

F. Zraining

4:23 The type of training needed to qualify individuals co do
prefeasibility studies aad evaluarion of recounaissance surveys and
feasibjiliry study reports is readily available at several localities
{n the U.S. In additiom OPIC has developed criteria and check lists
£or these items widch will be adapted to the unique requirements. of
Egype by the project techmicians. It is ancicipated that the

counterpart tainiag will take place at OPIC and special U.S. izstitucioms.

Selective course work (cu an auditing basis) may be provided at a
school of busizess administraciom. The traiziag progIams +111l be
more Zully developed by the projectc cecxnicians ocuce they are on boaxzd
and have had a chance to interact wich thelr counterparts.



C. Critceriz/Policies

4,24 Many of the izems which will be contaized in the feasibilicy
studies will be considered propriecary by the ccmpany doing the szudy.
Thus some pratective Jechanism has had to be developed. As zuch of
*he data to be rasearched and developed will be funded by the AID, the
provisions of the Freedom of Information Act will be applicable. OPIC
has developed a procedurs €0 safeguard the confidentially of its
cliemts crade secrecs and dara and tkis project will adopt those which
are approprilate.

4.25 Actribucion of US Zunding to aon=-proprietasy aspects of the
studies is another possibility. By usiang this technique, those

elements of the study which the participating fizm wishes to remain
confidential will be actributed to their funding. The technique most
appropriace to the Egyptian situacion will be selected oy the cCORLIAcCoT
in comsultacion with the USAID legal advisor and the management of the
Auchority.

4.26 Although Laws 63 and 32 form the underpianizgs of the mew
emphasis or privace seclort, difficuleies have been axperienced 0y
private busiaessten atzezptiag to zake invest=enct decisious in EgypCt.
These difsiculties have been actridbuczed to the polley organizacional
problems endexic ia the Igyptian bureaucracy.

4.27 On the top policy level cthe Miniseer ultimacely responsible

for the project is firmly cemmitzed to the expansion of privace particibacion
in the Egyptian ecomomy. In June 1979 a major meetiag was held to solicit
s_yggest::{.ons oa how to axpedisze iavestxent from private sector individuals

and GOE bureaucTats. The uessage 7as that the GOE was fizmly coumitteed

to the "Open Door Policy" and regulations should be intarpreted as :
genercusly as possible. .

4.28 Organizacional interrelacionships are impertant 0 the success
of the project. The Authoricy is & nevly foramed organizaticn which

has no t—aditiomal linkages to long standing GOE power, centeIs. The
organizacional requirements of the project are calazively minimal.

The Authority will need co establish close relationships with GOFL,

che Ministry of Finance and the commercial banking commumity. Relations
wich other donors, tae US Exbassy, Cairc, Commezcial Ofiice and OPIC
will be aided by the prasence of che contract tachniciazs.

4,29 I= is expected that che Aurhoricy will sec up regular deenings
for exchanges of ideas as part of the early project imp lementation.

The potential companicn project at che Authority will Socus cu the longer
term and. more difficult problems of igvestmenc promoticn and major
prioriry secting over the long mwn. The GOE has coomirzed itself to
supporT this project and there is every reascm Co expect that the
orgamizational elements will be properly funded and arranged.

7
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4,30 Daca ia Zgypt is zormally characsezized as umreliablas. As
good data iIs essentilal to both the pre-faasidilizy and feasivilicy
studies it is essential that daca bSe made availabla early and ia a
usable fora. Zarly in the project the contrac:ors aand che Authority
will arrange with the Ceatwal Banik, Ministry of Fiaacce, other elements
of the Ministry of ELconomy, the MIT team ard the Cal-Davis team to
obtzin the latust available statisctics on areas of ingerest. TFuads will
be available for uor3al cradit checks on companies applying for
assistance. )

¢ o
4,31 It will be the responsibilircy of the company cirrying out the
feasibility studies to obtain information frem possible joint venturs
partners. The development of specific market data will also be the.
respcensibility of the individual firm. Labor acd raw marerial
availabilicy can be defined ia grzoss terms by tie. iuchoricy. Desails
will oeed to be provided uader esach feasibilicy study.

H. Financing )
4,32 The OPIC grants for feasibilicy studies are structuzed mot to

exceed $50,000 aad 2ot more than 50% of cthe cost (75% in the case of
non Fortune 10CO Companies alsc with a linit of $50,000). This project
proposes a higher lizmit ($200,000) and more lideral cost allowabilicy
(txanslators, local transport, ete.). The $200,000 limit takas into
account the difficulc working emvircumeant iz Zgypt the need to develep
inforzaticr from own resources and the projected sizs of iavesczeats.

4,33 Feasibilicy studies £inanced by AID for major infrascructure
or manufacturing projects have provea to be expensive. The projected
$200,000 Sigure (derived by S0Z from the estizmate of '$400,000 total
cost per study) will be re-examined after several studies have been
carried out and raadjusted accordingly. It is presented as a “"best
estimace", '

" 4,34 OPIC has developed guidelines for qualification for reconnzissance
studies and feasibility scudies, The firse task of the U.S.

censultant will be to develop and formalize eziceria for qualifizacions,
based on the OPIC model.



4,35 Fortunately an established administracive hoze already exists
for this project. The Gameral Autior=iy for Izvestzent and Irtee Zoues,
established ia 1972, in an autcmcmous agezcy of the GOE, operating
within the Minisery of Zcomomy and Scomemic Cooperation. Its priacipal
funcelons are: . -

(1) To approve applications for foreign investaent under Law 43
as amended. In carrying out this funcsion, the Auchority is
assisted by techmical experts from the pertinent Government
miniscries..

(2) To authorize, establish and operzte free zones, including
trapsic foee zones (three being established), Zee cities
(one established), industrial free zomes (Eour planned or undex
construcsion), and private free zomes (mumerocus). '

(3) To prcaote foreign and private investment ia the private sector,
including the establistment and operation of the proposed
Investment Ceucar. .

4,36 Tae Authority is directed by 4z. Gazal El-Nazer, Deputy Chairman,
.who supervises a scafs of approximactely 200 persocas, includizg 100
officers. Officars are assigned approximately as follews: 40 in Inland
Projects, 40 in Tzse Zomes 2zojects, and 20 ia Resaarch, and Promotiom.

4.37 The US ctechmicians will work for and within the Auvtioricsy;
establishing, guiding and training those Igyptians who will be primarily
responsible for the pre] ect's administracion. The Research and

Promoticn Department, headed by Dr. Wahba will adminiscer the project. o
administracive problems are envisionmed. The Authority will oot require
geaeral assistance from a U.S. Management Consulcing firm, but will
require specific project related assistance as mentiomed above for
implamentation.

4,38 The project has provided Zinancing for two person zouths

of work by OBIC professionals through a PASA Cype arTangeneut. AID/W
has s.ready discussed cthis possibility wich OPIC but at this time
porhing defimite has been datermined. OPFIC has stated that they

are extzemely understaifed at this time, however it is our hope

that OPIC and the Authority will escablish a cocperative relationship
through this projec=. ’
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4,39 Tabla T gives a detailed plan of the fouz (4) project sub—
activities, their assumptionms and cost buildups. A4s meationed earlier
this project will zely heavily upon OPIC guidelines and criteria.

As a Condition Precedeat (C?) co disbursemeur the auchority, with the
agsiscance of *he U.S. consulrane, will have to develop contracts
acceptable to AID. These comntrzcts will be entered ioco by tha Authorily
and the U.S. f£irn undertaking either with a Reconnaissance Visit or a Pre=-
Tavestment Study. The contracts will specify aad decail eligibilicy,
payment and opezational criseria some of which are tentarively eavisicned
as follows: .

(1) Only U.S. firas will be allowed toutilize any funding from this
project, for definitiom of a U.S. £i=a, AID Handbook 11,
Chapter 1 will prevail,

(2) Maximum reimbursement for any one Feasibility Study will be $200,000.
'(3) Maximrm amount reimbursement to one individual for a reccunaissance
survey will be $3,375. Maximm per diem will be $200 per
day. :

(&) Maximum per diem for reimbussement for a feasibilicy study i1l be:
&) $2060 a day for a ccupany employee T b) $250 a day Zor
a consultant.

(5) AID funds will not be paid for per diem's duriag STOpOVATS
on either Recomnaissance Suzvey or Feasibility Studies.

(6) No dependents or relarions will be reimbursed to accompany
an individual during a recounalssance visit.

(7) U.S. Sourece and Origin requizements will be in effect for
aimbursement of goods, services and tramsportation under this
project. Ecomomy airline fares must be ugilized.

(8) AID funds will reimburse travel frocm the U.S. to Egypt and
Teturn. :

(9) Redmbursement for any costs wirh AID funds will .only be made after
- pecedipt and approval of a Recommaissauce Visit Report or a compleced
Feasibility Study. Progress paymeuts for reimbursement of
costs in mulripies of 350,000 2ay be allowed om a case by
by case basis. '

(10) Reimoorsement for Feasibilicy Studies costs will bo. made only
as a percentage of total imvoicad costs i.e., AID funds will
pay for 50% (large £irzms), 755 (small £irms) or tocal transportation
costs, total per diems ece. Costcs will be shared on a pari-
passu basis.
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Table 1(a).

PROJECT SUB=-iCTIVISY ASSTMPTIONS AND CCST 3UTLOUPS

A A e e

A. Sector Studies (per study)

(1) 3 contract technicians for 3 mouths
‘ each (zotal 9 professional person-

mouths per study) . $93,800
(2) Commodities § 2,000
(3) Contingency & Iaflation - 8 4.000
Total cost per sector study $99,800
10 studies §998,000
. - . . ]
3, Reaconnaissance Visits (per survey by
2 employees of a. U.S. £im)
(1) 1 contract techmiciaz for .3
professional persoz=menth =~ ,
(supervision, policzy, operatioms,
guidance) $3,250
(2Y Commodities § 30
. (3) Reimbursement
Tzavel §1,100
Per Diem
(7 days
at $200) SL,400
$2,500 x 2 people $ 5,000
&) Comtingency & I=flatiom '$ 1,700.
Total cast per survey $10,000
20 Reconnaissance suTveys $200.000'



(J.l) Initially ADD approval will Yave to be given befcre any
Reconnaissance Visit or Feasibility Scudies are undertaken.

(12) Applications from a U.S. £izm Zor sicher a Recormaissance Survey
or Feasibiliry Study Grant must be accompanied by 2 recent
coedic report of the U.S, fizm. Detailed Scope of Work and
cost estimates will be required along with other informacion co
_be deterxined by cthe Auchoricy, AID and the U.S. Comsultant.

/7 %]



Table ].(3)_

c. ,'.-;,P:e—j.:wes::en: 2easiniliszy studies. (It is envisioned that
“ends project will assist L2 the fimancing of 20 feasibilicy
studies - 12 by U.S. Six=s iz e "Torzume 1000" and 8 by
- smallexs U:S.. £irms) ‘

(1) Larze Feasibility Study = escimated to require 80

)

(3

professiocnal sersca=-z=onth lavel of effort. Using in-housa expartise
the cost per perscm-month IS estimatad ac $5,000 ($200 a day).

Total cosct per study $400,000
AID to fund 50% per study $200,.000
Peasibi Spudies $2,400,000

Small Feasibilirvy Study = eszimated to requirs 20

professicnal pe_rsou-zon:hslevel of effort. Using inm-houss .

_ expertise at a cost of §5,000 par person=asath ($20Q a day)

Toral cost per study $100,000
ATD co fund 75Z per scudy § 75,000
8 Small Feasinilicy Studies (zeimbuzsamant costs) § 600,000

Supvers cost der either Feasibilizy Study'

Contzace support (.3/work-monchs) § 3,250

Commodicies ' § 700

Contizgency & Inflation " §.15,450

Support cost per study § 19,400

70 Seudies Suoport Costs $ 388,000
20 Tessibiliry Studies Tocal Cost $3,388,000




Table 1(c)

D. Implemenration § Training

(1)
"(2)
3)

)
()
6

)]

<8

Contract Project Managemeat 18 mouths

Contzoller/Audizor 2 months

BASA OPIC _ 2 months

Total Contractor

Commodiries

Local Currency Suppert
Concingency/Inflation

Total for project implementation

(62 of project total)

I:a.".nias/‘r:ave;
(15 pezrscms $7,000 each)

Total Implementation/Training

M—

GRAND TUTAL

§154,995
§ 20,658
§ 10,340
$186,000
$ 10,000
$ 41,000

$ 72,000
$309,000

$103, 000

§ 414,000

§5,000,000



V. ENVINOMMENTAL AdA!vNTS

v . obét e
o roamian

5.3 whiis praject will provide #lnanci.l und tuchnleal aazistunce
ee - the luvestoment Autiuurity, iocated (o the Mintutry o! Eeonuav ang
Ce o Lo Ceaperattien.  The mador accivities cf the proj+ct w111 he che

o tumlling of rectnantsginse

c?
ot tluvivit vl pre=leasibilizy snalyses and 2!
23t Wwill be a4 mdjocr sugfput,

witd fednability studies, Tralnioy of locul
§.00 The protect will Lave no adverse cev{ronmental fmpact, Mo

¢ oasteusston 8 plasnel. Benelles wil]l acciue to (adividuiiys who wil!

e weetddly vaploved aw i sesult ol che dnvestiaongs <hich are vapesied

te weoof Tolluwing the Yeasibilicy scudles, The feastl illty study

et thilily putdeltuee will cuntadn provis: s loc @ statuvment couneeriisg
e poruunad lavesceens's cavizonaental lmp.ct.  Those judpud to Lu
tetentlusly negutlve wiil avt be funded., T.e projecz wLlil utlilze

Al a "lmoeet dentitleat:an and Eveluszion lorm" for making an taltlal
cavlsonuenidl exumtaacton., iho projest haw raceived a Neguifive feteralna-
ity 27w AMU/W reyarding covironmengal cenzorns,
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Vi. CSconcmic Aralvsis

6.01 The economic benefizs Srom the Project's Sectorial Studies,
Raccnzaissance Surveys, Feasibility Studies and Traiaiag components
are izpossible to quaccify. However, to Che extent that infermation
developed through this Project allows policy aakers .and investors

to maie better informed decisions concerming their respeccive interast
in the industriazl sector, chere will be a positive benefiz to the
Egyptian ecomomy. For example, the sectar studies may identify
coustraiats to growth that could Ye removed by policy makers; or
priority igvestmeat opportunities that could be undertaken by in-
vestors. Both of cthese factors would foscer that sector development.
Also, the feasibility studies would inform investors of the potential
payoff and risk associated with 2 parcticular investment. This would
{n effect reduce the risk of makiag an isvestzent 2nd tkereby encourage
addicional investment as well as increase the overall average economic
return to the Egyptian uvcozemy on investlaent. ‘ ‘

6.02 Let us assume that there is a risk factor of 25 perceat on ine--
vestment in Egypt made without a feasibllicy study. Then, by using
the i=formarign and assuspticms from the Economic Analysis of the
Privace Sector Cxcouragement Fuad Project 2aper (Seetion VIII,

Project No. 263-C097), the axpecZed ecomomic rate of return (ERR) ¢n
private sector investleac made with unctied aid and with no

feasibility scudy would be about 15.5 perceat. However, a feasibility
study should reduce the risk to the same 10 percenc level assumed in
o..:agraph 8.05 of the above Paper. Therefore, che expeczad ERR would
jnerease about 5.4 perceatage points co the 20.9 perceat shown in
waragraph 8.07 of thact Paper.

6.03 The total value of feasibility studies that would be carried out
as a resulc of this Project is about $5.6 ailliocm. Mission experiance
{indicates that feasihility scudies costs represent about 1 percezt to
the totzl investment being considered. However, 1T is mot certain
that chis facror would hold for the private sector business community
which this Project involves. Therefore, we assume a 2-5 pexceat range
\iould be 1 reasonable relatiouship betwsen study znd ipvestzent cCoStS.
Thds implies investmencs totalling between 5112 million and $280
million will be studied., We cannot say how Rany of these investzents
would actually be carzied out. GHowever, we can state that the expected



ERR should be in the neighborhood 'of the 20.9 percant estimated for
private ssctor investments (with uncied aid) iz Paragrapha 8.07 of
che Private Sector Encsuragement Sund Projert Paper.

6.046 While wa cannot quactify the immediate, attemdant, economic
benefits Egypt would derive from whataver level of investaeat is
actually fostared by this Project, it Is useful to note what they
might be. There would be increased mobilizatiom of dcmestic re-
sources: for investment purpesaes as profitable opportunities are
identified. Thers would probably be a foreign capital inflow, in
terms of money or goods, t3 make the izvestmeat. Erior data indicate
tids would be about 50 perceant of the tural level of investment.
From the resulrant production, there wou'.d probably be net foreign
exchange savings through import substitution or net export earnings.
Also, productivity should increase through the introduction of new
technologies and more advanced management practices. Thesa ara not
inclusive of the expected besefit but are exemplary ¢f the more
i{important izmeaiate ones.

2



'VIL. SOCIAL ANALYSIS

7.01L. The cencral sccial objective of azy program of iadustrial
investaeat in Zgypt should be o produce:

a) aew income stTeams O individuals
b) larger income stTeams to individuals

7.02. Egyptian iadustrial investmenc, particularly in the public
sector, has characteristically been sub-optimal from a social point
of view. 2olicy otiecrives such as izport substitution, independeance
feom exteraal source of supply, etc. have biased much past invest-
ment towards a level cf capital intenmsity which precluded exceasivea
impact at the level of income stzeams €O individuals.

7.03. A cent=al analytic problem in desigaing industrial invest-
ment projects in an eavironment of relative labor abundance is to
select an econocmically optimal path between labor productivity and
reasonable wage levels which will iasure 2 sufficiencly skilled and
stable supply of workexs Zo the enterprise. In countries where
labor is a scarce and costly Zictor of produczion this can be
excremely cowzlex. Ia Igypt, wheTe the labor supply (in most
cacegories) is oot severely conscrained and the uniz cost of labor
pakes ir a relatively inexpeasive Zactor, the fit between ecouomic
optimality and social optizality ig a relatively good cne. The
privace investor utilizes feasipilicy studies to f£ind the optimal
faccor mix tTom the point of view of recumn on investmeat. Under
Zgyptian condicicus well doze fpagibilicy studies should (in the
main) bias iavescment selection towards nodarate labor intansity
.under 2ssumpticns of moderace labor produccivicy.

7.04. The private induscrial sector in Egypt has distinctive
characreriscicy with respect to laber productivily, wige Trates,
capital coscs of job creation and capictal/laud/laber Zaccor ratios.

-In this amalysis wo will look at these unique feacures of privace
industry in Egypt and how they relate to the problem of moving new
investment toward the socially optimal pach to amcre jobs and higher

vages. .

7.0S. An opcimal Egyptian developuent imvest=ent policy vis-a-vis
output would not seek %o maximize oucpuc per unit of capizal
igvestaenc. Such a stTatsgy is too simpliscic and would tead te
emphasize labor intensive projects usilizing a large mumber of
workazs. per unit of oucput, a stTacegy sure Co result in low-wage

job creation. Sioce there {g an abuadance of low wage jobs in

Egypc and low open uzemploymext, 2 developmeat investment policy which
cnly emphasized labor productivity would not best serve Zgypt's needs.



7.06. Nor should development investment policy be geared towards
maximizing jobs created per umit of investnent for the sama reasons.
This kind of stzategy would sixilarly tend o emphasize labor
intensive investments generating low wage employment.

7.07. The employment iapact of the Feasidbility Study project will
derive from esmhancing overall productivity. This generally requires
an increase of the productive capital invescment per job or 'capital
deepening". The aggregite consumption/production cbjective of the
project is to factlitace private capital formacion (iavesctment) with
& view towards efficiently maxinizing ouctput given Egypt's resources.
Since it appears that the appropriace employment objective should
be to attempt to enhance worker productivity racher than creace jobs
per se, thsre is considerable complementarity beCween the two
principal invesclent policy conceras of the Teasibilicy Studies
project: emplovment impact and productiom efficiency.

7.09. Annex R of this paper reviews the empirical evidence relacing
to labor inteasity and wage levels iz the Tgyptian pwivace sector.
The evidence supports the conclusion that the .
project is comsisteat with the soclal objectives of iacreasing the
pumser of igcone screams to iadividuals acd iacTeasizg the nagnitudes
of private income streams. Ia the interescs of fogency and conceptual
incagricy the yroject is oot socially premised om Zorward aad backward
linkage effzcts or secondary employmeat impacts. These are addirional
posicive fuctors, but che project is judged to be socially sound

in its own righe.
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CVIII,  FINANCIAL JTAN

A.l Source of Tunds

8.0L All -AID funds should be provided as a grant. Of the
projected total AID iaput of §5.0 million,$86,000 or 2% will be local
currency costs. The pounds requized will be dollar Sunded for the
reasons given in Annex B, The GOE will provide, staff facilicles

and operating capital., Tae value of the contribution including )
allowances, will tocal about $1.l1 million or LE 8308,000. Total project
costs will be $6.1 million. Thus, the GOE conczibutiocm to total
project costcs will be 182,

8.02 About $3.6 million of the prcjéct total costs are direct
geimbursement to U.S. companies for reconnaissance visits or pre-
investment feasibility studies.

B. Avplicatiom of Funds

8.03 The following threa tables provide breakdowns of project
costs by sourcs, type and by annual expenditures. ~

25
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C. Fimancial Plan - Tabie 2

" 7.S. Ioputs (in US$ 000

(a) ‘Comtract tachnicians
18 IT pu
101 ST pm
Z PASA gm (OPIC)

* Total 121 pum

| (b) Training

1S participating
(c) Coermodities
Equipment/Supplies/Venicles

(d) Ocher Casts

(1) Raccunaissance Visizs (20)

(2) Feasibility Studies (20)

(3) Countingency & Imflacion (10%)

Total .
Total in US §
Grand Total

§135.0
$1088.7

§10.3

$1254.0

$105

100
3000

455

4914
4914

3.2

LE 60 -
$ 86 1/
$5,000

1/ The $86,000 equivalent in local currency costs fer housing of the
resident consultant and equipment procured is recormanded in order to
ensure that the advisor is adequately housed and that the equipment is
quickly purchased. The two (2) expenses aze time counsuring and difficult
for the Authority to juscify in their annual budgets, other local currency
costs to be provided by the duchority ars largely "ia imd" and requise
only a ve-allocation of their existing budget, aot addiricnal budget
funding. It is deemed necessary %o ansure tie timely {mplezentation

of chis praject that this waiver for $86,000 in local ecst financing

be approved.



s

157; ‘GOE Cont=ibutiomn = Table 3 LS
(1) Staff (dizec:z) L/

5 professiomal for 30 zonchs 70,000 100,000

2 secretaries : 12,000 17,000
1 driver/zessenger 6,000 8,000
(2) Staff indirect costs: = 250,000 358,000
(3) Office space, housizng, utilities, U
phones . 300,000 . 629,000
(4) Miscellanmecus expenses s 170,000 ¢ 243,000

(consuleting priacing-postage -
+ dinflation @ 20%) S

Tatal " -'LE 808,000 .  $1,155,000

1/ The Iavestment Authority bas authority to pay high incentive salaries.

4N
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 E. Table 4: Proiected anrual Exvendisures 1/

(a) Sec=oxial Studies

T ATD
GOE

(b) Recoma<issance S urv;cvs

AID
GOE

(c) Feasibility Studies

AID
GOE

(4d) Tmchanical Assistanca
Yaplementaticn

AID
GOE

" TOTAL

AD
GOE

GRAND TOTAL
1 L.E. = §1.43

(5000)
TY 1980 . FY 1981
500 ugm
175 - 56
125 75,
60 20
&
500 1500
0= - ~0-
170 144
300 . 400
1 295 2 217
535 476
1830 2693

1/ All AID tumds' to be cbligated in FY 1979.

FY. 1982

Sy

A

1388

100
144

1488

Total

~e
- N

| g9g..

2L

i

iR

200
.80

Iz

‘3 388
==

414
844

. 5000

1155

"6155



IX. DEIMENTATION

A. Implementiag Agsistance

9.01 The services of a U.S. comsulting £irm will be required for

che implementation of che project. The services to be provided can be
separated into two azeas. The first area is tov assist the Authority

in promoting, approving, evaluatiang, funding and concrolling the estimated
twenty (20) feasibilicy studies which U.S. firms will undertake in Egypet.
The secoud service will be to produce an estimated ten (10) induscrial
sector prafile studies which will be made availlable to potential invescors.

9.02 It s anticipated that a "Work Order" type contzact will be
utilized for the U.S. comsulting firms contract. The reason for this
{s chat the sectors to be studied cannot be specifically identified

and therefore the level of effort for an individual study cannot yet be
decezmined making exact costing impossible. Needless to say aach sector
study will require, different levels of effort f{rom dif3ereat perscnnel
atc different salaries.

9.03 Tt is envisioned thac the Authoricy will enter. intc a "Host
Country Comtraec" with a U.S. f£i=m, acceptable to AID, for assisctauce in
implamenting cthe entire project and to produce the specific secror studies
desired. This comcract will call for an estimated 119 person—zonths of
work largely in Egypt. Avproximatelr 29 person-zoanths of wvork will be
required im organiziag, developing and supervising the entire project
wiile am addiciomal level of effox= of 90 person-months will be used

,t0 produce the 10 "Sector Studies".

9.04 In addition to the above, plans have been included for fundicng
two person-zmonths of work hy ORIC professionmals througn a PASA type
.arrangement. AID/W has aliready discussed this possibility with ORIC .
but at this time nothing definite has been decermined. OPIC has stated
. that 'they are extremely under-staffed at this time, Wich this in mind,
the project has been designed so as not to rely upon’ OPIC for assistauca,
bue to cooperace with OPIC mora f£orr OPIC's bemefit.

B. Qoerations
9.05 The: U.S. Consultant's 29 person-months of work with and for

the Authortty will isclude the £dllowisg tasks (a decailed Scope of Wozk
is being prepared): ' :
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a)

b)

e)

d)

e)

£)

8)

h)

1)

D)

k)

1

Taoitiace dialogue with OPIC.

Develop selection criceria acceptable to AID and the
Authority for selecsion of:

1. Sec=or Studies
2. Recsoonaissance Surveys
3. TFeasibilicy Scudies

Develop z simple system Sor the Authority to utilize for

- approving for funding each of the above thrae survices.

Ozganize an operational unit within the Investment Authority
to implement the project. Develop job descripcicns and
qualifications. : -~

Determine physical :equi:énen:s (office space) and equipment
needs. Purchase necessaTy esquipment.

Escablish a cooverative relacionship wich A.D. Little who is
developing a list of necessacy Sector Surveys. )

Create an outlize of the forzat and content to be followed
{in each Sector Survey. Keeping in mind that the survey must
be easily updated periocdically.

For each Sector Sucvey, a Scope of Work, level of effore,
perscunel, and cost estimate must be developed and approved
by the Authority and ATD.

To facilicate and nizimize time and costs in the preparation
of each Sector Study, contacts for cooperation and infornation
sharing will be develcped with GOFI, Ministry of Iandusery,
Customs, Taxation, Transportation.

Develop .cutrol system for reimbursement fér Recounaissance
Surveys and Feasibility Studies, determine allowable costs and
gaximm payuents.

Develop application forms, content required, approval methods
for U.S. fizms wanting grants for these two cypes of ‘activities.

Develop acceptable guidelines £or handling "proprierary
informacion" rasulting in completed feasibility studies.
Develop 2 systam to handle "Freedom of Information" requescs.



o)
n)
o)
1))

q)

T)
8)

t)

v)

w)

x)

Develop acceptable time frame for a U.S., f£iza to make an
investment decision, after which their feasibility scudy
becomas public property.

Develop system, comtracts, records, methods, ipprovals, ete.,
relative to cost reimbursements for Recounnaisjance Surveys
and Feasibiliry Studies, i.s., L/C, L/Comm, Direct Reimburse-
ment, DRA, ete. !

Develop legal agreements, Forms, ecc. for cnniacti'ng between
the Authority and a potential U.S. izvestor, ’

Develop guidelines for determining the maximum htiliza.:ion
of "outside" consultants by a U.S. f£irm. EN

. a -
Develop system and procedures to keep track of progress and
costs of any pre—investment Feasibilicy Study being undertaken.

Develop method to ensure that AID or GOE assistance chrough
this project does not imply any addition2l support such as
finaneizz or approvals.

Develcp responsibilicies of a3 U.S. £ism utilizing Teconnaissance
survey grants Sunds or feasibilicy study fumds. Frequeney,
types, counteat of progress and £inz) zeports will be determined.

Assure cooperatiom and znot conﬁe:i:ion wich OPIC. Develop
procedures to consult with OPIC so as to preclude:

1. Dousble finameiag or
2. Financing U.S. £:Lms with which OPIC has had bad expe:ime. .

Develop and produce ptcmotieul zaterials to market the program
grants,

Develop progrTam to ianitiate interest in sector studies.

Establish working relatiomship and linkages with institucions
capable of financing any imvestment xzade by a U.S. £imm
{.e., U.S. banoks, OPIC, =XIM, IZC, etc.

Design, davelop and izplement in-house and T.S. tTaining
programs for up to 15 Egyptian employees of the Authoricy

to develop skills iz implemencing Seccor Studies and Feasibilicy
Studies.



y) Ealisc interest of other foreign goverzments to establish
gsimilar programs Sor Igypt.

z) Develop and promote Recornaissance Survey - and Feasibilicy
Study programs.

9.06 The project will be irplemented over a 36-month period.

The implementation will be the responsibility of the Authoricy, which
is established wichin che Mixmistry of Ecomomy and Econcuic Coocperation,
a five or six-member staff (depending on the Intemsicy of acetivicy),
will be creatad to work directly wich the conczzct Cechniciaus (u.s.
‘Comsulcane). Monitoring will be che respousibilicy of vhe USAID Office
of Private Sector Development.

9.07 , Offshore commodicy for project suDpoIt may be procured directly
by AID (See Annex B - Recommendation to Authorize Direct AID Procuremant
of AID Fipanced Commodizies). While aone are anticipated any waivers
necessary for dollar fimanced commodity,procurement frem zon~=U.S. souzcas
will be proposad on a case-by-case basis. AID may also assist in the °
local procuremeat of project support cormodities such as office equipment,
air conditioners, etc. '

9.08 Traiziag requizements will be developed for and arranged by
the U.S. contraccor. No facilizies will be constzucted.

C. Implemencacian Schedule

Rasponsible
Date Action Qrzanization
» . '
Sept. 79 PP approved USAID
Sept. 79 Grant AgTeement signed USAID/GCE
Oct. 79 Cont—aceor gegotiations start GOE/CON/USAID
Nev. 79 Conditions Precedent zet GOE
Nov. 79 Bost Country Concract signed GOE/CON
Nov, 79 Purchase of vehicles USAID/GOE
Nov. 79 Pre-Iaovestment Feasibilicy CON
LT Technician Advisor arTtives
Dec.. 79 Starec-up commodiries purchased ,USAID/GOE/CON
Jan. 80 Sector Study techs arTive CON
" Feb., 80 Seczartal Scudy Work Plan CON
Kev: '
USAID USAID/Caire Office of Private Sector Davelopment

- .
= TIovestmeanr Aurhorisy, Wiaistry of Ecomomy and Economic Cocperation
= U.S. consulting £irm under Host Counczy Ceptract ’

B = U.5. 2rivace Sectar investor
= (Overseas P—vate Iavesczent Caorperation
= (On-the—~job t=aining
= Prpject Amticinaced Complecion Date
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Responsible

Date Acticn Qrzanization
Feb. 80 Pee~Iavesc=ant Study Work Plan CON
Feb. 80 Sector Studies start CON/GOE
Feb. 80 Guidelines for Reconmaissance CON/GOE
Studies published
Mazch 80 Guidelines for Feasibilicy Studies CON/GOE
. published '
Mazrch 80 ce-Feasibility Studies discribuced GOE/CON/USAID
March 80 First Reccunnaissance Survey coN
April 80 Eirse traiaees start CON
April 80 Relations between Authority and GOE/CON
commercial banks initiated
June 80 0JT for Authority staff intensified . CON
Aug. 80 Sactor Studies delivered CON
Sept. 80 First Feasibility Scudy implemented GOE/CON
Jan. 81 Second ST. tTaining undertaken CON/GOE
Jan. 81 Final Sector Study presentad -~ CON
Technicians depart
March 81 Recomnaissance visits ezd PS/CON/GOE
Mazeh 81 S.T. Svraluation of Periuraance USAID/OPIC
kpril 81 - Loeal scaff fully tTaized and CON/GQE
Contract tech. depart '
April 81 ATT Authority systems ix place aad CON/GOE
. being tested .
May 81 First Feasibility Scudy resultiag in PS/GOE
: decision to negociate iavestaegt
June 81~ o
»0ct. 81 Assistance to potantial igwastor GOE
Oct. 81 10 Pre-lavestment reasiblilicy PS/GOE/CON
Studles in process
Jan. 82 To~depth evaluacion USAID/GOE/CPIC
Febh.. 82 Decision on whether £o expand project GOE/ocher domors
to other donors participation
May 82 . 18 Feasibility Studies completed, PS/GOE/CON
2 in procezs ’
June 82 First PS investuent decisicn made PS
Dec. 82 PACD GOE/USAID

.

D. Contractor Selection
9.09 The project will utilize the sarvices of A.D. Li=tle as the

cousultant to the Authority. 3ased upon the following legal and practical
reasons, we feel chis is justified.

o



9.10 In September 1979, A.D. Little will begia work om the Investlent

Ceacer ?rojecs Feasibilicy Scudy. Tormal AID procurement regulacions
were followed in the selecction and concractiag for che work. The C3D
notice (Annex ) requesting pra-qualification data for this study,
4ndicaced twac "a follzw-on comeract 2izht resulc.”" One of the firse
casks of A.D. Little is a decermination of industrial sectors in Egypc
which should be studied in decail to emcourage investlents.

9,11 Given the facr that A.D. Little will be heavily imvolved in
decermining which Igyptian Industzial sectors should be studied ic is
deterrzined that quite possibly A.D. Lictle should be the £ir which

actually makes these studies. Since 75% of tie envisioned U.S. consultant

contract under this project will be iavolved wich the production of those
Seccorial Studies, it appears that A.D. Little is the . prime candidate.
to undertake the consulcancy work for this-project.

9.12 Because A.D., Little is deeply invelved with cthe Authority in
lzying the foundaticn for what will be 25X of the contwract work of chis
project, we feel it is justifiable to state that A.D. Little "can -
demonstrate o have a unique capabilicy by reasom of special expecience
and facilitie: to perforz the servicaes raquized for this project.”

9.13 The AID progzam in Egvpt is currently uader comsiderable
eoiticism to "speed up the project implementaticn pTocess’. Siace each
and every delay in a project's implementation would bring additiocmal
cieicism =o the ZZypt progrzm and thus impair the objectives of our
forelign assistance program, a "fast crack" implementation of chis .
project would alimisace an impairzeat of oux assistance progzam.

»
9.14 Finally it is our belief that because of A.D. Litctle inside
track on this major aspect of this project (Sectorial Studies) coupled
wish the fact that the Auchority is extremely pleased with A.D. Lititla,
ir would be quite difficult o believe that iI negotiaticns weze Lo
begin amew, zhat A.D. Litctle would not be selected. Given the fact
thar the selaction process requires T.S. £irms to expend bath time znd
money om such a process, it does noC appear emtirely fair to require
U.S. £ims to undertake such costs when their chances of seleccion zTe

.. 50 meager.

9.15 ¢ Sy negotiating a contract with A.D. Lictle, we envision a tima
saviags of berween 4~5 months (almost 20% of zhe project) implemenracion
period. Beczuse A.D. Lizcle is already "an-che-job" and working with
the Authority, we feel a contrace with A.D. Little would Te at laasc

/
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zdz less expensive than wizh a aew Si==., The decision to negotiate a
contracet with A.D. Li=sle is practical and jusciliabla.

9.16 The preject has been designed to be izplemented by the Authority
wich cechnical assistance from a U.S. contraccor in the speciflic areas
previously mentioned. The codctractor's Tale will be lizmited only to

this projecs, and thei= dedliags with the Authority will be similarly
lindced.

9.17 Although the project as described in this paper is considersd
complete and capable of veizg izplemented successiully, gilven the inmecs
described, thers is a possikilicy that additional assistance for the
project's success will be offered by OPIC...This assistance may allow
OPIC to play a zole of intermediary iz the U.S. between the Authordty
and potencial U.S. investors. This assistance is not deemed necessary
for the projecs's successful {zplemenzaticn, but it would be welcomed,
At this time OPIC, who voluntesred the possibilizy of Zfurnishing the
assiscance, is discussizg it with AID/W. It is ancicipacted that OPIC's
rewazds would ccme £rom Sinancing and/or guarancee business which aighc
arise frem U.S. iavesc=ents in EZzype. :

E. Evaluacion

9.18 The project is of a reasonably short duration. The most

critleal measure of success, in the short run, is che cumber of Feasibile-

ity Studies completed and number of downstraam investzencs which resulc.
nThe responsiveness of the GOE ia providiag izpucs is alse z cTit

measure both iz terms of priccity assigned to cthe activity and abilicy

of the project to be responsive.

9.19 Quarterly cemtractor reporss will be the prime means of
mondicoring the progress of the project. At momth 24 a special evaluation
ceam will be organized, consistiag of an OPIC official, 3 Mission
representative and a high level GOE, Ministry of Econmomy and Economic
Cocperation official. This team will evaluate the project against the
gargets set forth iz the logical framework (Amnex N). Recommendatiouns
devolving from this evaluacion (which should take between 2-3 weeks)
wvill provide guidelines cegarding future acziviry. The evaluatiom will
be made available zo other domors for their examizacion. Any Iutuce
U.S. izpucs co feasibilicy scudies will dapend om cthe Zindings of the
evaluztion. :

X
Y4
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9.20 Base data pertaining to economic benefits derived from new
igvestaents i Zzypt exisis f=om AID'S fuading of sub-loans made by
the Deveiopzeat Incuscrial 3ank. Additionally World Bank daca and
scaciscics will be ucilized fox comparative purposes. Such data
will iaclude: .

a) Investmant cost per j'ob.

b)  Value output expo:ted/ rotal value output.
e) Ioported inpurs/total value iaputs,

d) Value added.

e) Value added/cutput.



!.‘ RECOMMENDATICNS, CONDITIONS, COVENANTS
Ae Reccamendarian

10.01 It is racommended cthar a praject with an AID csst of

$5.0 @million be approved wirh the =otal amount obligatad ia 5T 197%.
The projecs will conceacTata cn encsuraging U.S. busizess to invest
in Egypt by offering fimancizl, tecimical and insticutional assist-
ancs. The lattar two elements useful life to Sgypt will extend faz
beyond the project's implementation pericd and the actual iavestaencs
inzo produczive industrizl encerprises which the fipancial assistance
is to scoomplish will bYezefd: Sgypt with employment creacion, expors
ear=ings and the transfer of induserial techmical know-how.

10.02 It is alsc recommended that the followinz waivers, determizations
and excaptions be made: (1) A supplier Nationality Requirement waivez
allowing che purchass in Egypt of two U.S. manufactured vehiclas with

an estimatad value of 520,000 (Annex C); (2) A dezarzization that

local fimancing with dollar appropriation in the amount of $86,000

is necessary far successful project ioplemezmcaticn (Aznex 3); and

(3).An exception to the general pelicy expressed in Policy Determination
68 calli=g for nost country procurement of combodities to allew dirmce

AID procuremeat of up to $45,000 in commodicies (Anmex D).

B. Termiaal Dates

10.03 The tarminal date for satisfaction of conditicas pracedezt
to initdial disbursement will be 90 days from the date of the project
grant agreement signing, The Broject Assiscanca Coumpletibn Data (PACD)
ig set at Dectumber 11, 1982 which will allow about chrse years from
the expectad satisfaction of Condizicns 2zacecent. The Terxizal Date
for opening latters of cocmmitment will be Mazech 31, 1982. Terminal
Dare for disbursements will be June 30, 1983,

C. Conditions and Covemancs
10.04  Several conditions and covemancs for affective project

implemantation and expendircure of fumds for project activitias are
detgiled as follows: ’
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10.0% Svior to any disbursement or commitment under the grant,
AID will require the following:

a. A statement of the names of the persons authorizad o
reprasent the GOE and the Invesc=ent Authority and a
specimen sigaature of each.

b. Evidence that the GOE has passed on the grant €0 the
Iavestaent Authorily. .

e Evidence that two staff members of the Iavestmant Authority
acceptable to AID have been designated, one as project
director and the other a2s an assistant.

10.06 Prior to the disbursement of funds for sactor studies, the
Investment Authority will be requized co have a coatract for technical
assistance accentable to AID. Prior to the disoursement of funds

£sr cecomnaissance visits or pre-investzeat feasibilicy studies

the Authority will submit pro-forma contracts acceptable to AID

which the Authority end a potential U.S. lavestor will enter into,
chese contracss will establish cost eligibilicy criteria, cost
reimbussement critezia and the =alacionships betweea the firm, the
Authority and 43D.

10.07 AID's '"Scandazd Grant Agreement Coveranes" will apply. In
addition, restriccions on the types of izvestTents Lo be assisted will
be prohibited as AID/W has deenad appropriite.



ANNEX A

MINISTRY OF STATE
FOR ECONOMIC COOPERATION

Mr. Donald S.;Brown - File Copy
US AID Director

American Embassy,

Garden City,

Cairo. Sept. 10th., 1979,

Subject: Project Wo. 263-0112 |
Private 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 $5.0 million grant to the Governmert of the Arab Republic of
Egypt for the Investment Authority to implement the proposed project
which will create a mechanism to provide incentives to U.S. frms. to
make investments in Egypt. : .

Si ncer'ly Yours,

P IRV SN

Gamal El-Nazer

Minister of State for
Economic Cooperaticn and
Extarnal Fimancing.
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ANNEX B

"Recamendation to Authorize Local Cost Financing

The major thrust of the project is to assist U.S. companies in
making profitable investment decisioms in Egypt. Ia order for the
project to run smoothly 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 feasibility 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 econcmy would be very small &

In addition, it is proposed tha.t: the cacessary local currency be
procured by purchase with U.S. dollars. The main reason for recommend-
ing approval of dollar fimancing of local costs is the umavailabilicy
of additional excess Egyptiam 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 depleced. The U.S. Embassy has submitted a plan for the utili-
zation of the remaining excess currency which does not include an
allocation for this project. Highest priorities im 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 plam is still
winder discussion, the chances are very slim thac =11 AID's local
currency needs can be met. It is envisioned that there will be a consider-
able delay in confirming the £inal allocarion of U.S.-owned Egyptian
Pounds.

Present implementation plans call for full funding of the project
in FY 1980 so that all project activities can procéed expeditiously.
Delays in fully funding the project until che anticipated negative
decision on Excess Currency availability is formalized may lead to
disruptioas in the project schedule a.nd a consequuet lessening of.the
projects impact.

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

7‘;3 //.

7
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ANNEX C

Justificarion for Waiver

e A —

of the Supplier Nationality Requirement

for Eaquipment Procurement

It is proposed to purchase for the Project miscellaneous equipment
(Annex ) and two motor vehicles (29-passanger carryalls) of U.S.
manufacture from an Egyptian supplier fur agelivery out of bonded storage
in Alexandria or Port Said. Prccurement on this basis in lieu of purchase
from the United States is necessary in order to (a) rapidly initiate

project implementation and (b) maximize vehicle operating time.

Project implementation calls for the immediate information gathering
upon signing of the Grant Agrzement to maximize the input of the direct-hire
project technician. Available and dependable transportation is important
to the development of the project and the efficient use of the consultant's
time. Going through the tender, bid award and waiting for delivery process
if procurement is limited to the United States can be expected to
consume 3-4 months or up to 1/2 of the remaining time. Local procurement
would permit reducing the time required by 2-3 months. )

Related to the timely procurement is the need to have vehicles that
can be satisfactorily maintained. The project will not have its own vehicle
paintenance capability. Maintenance of any vehicle in Egypt can be difficult
due to spare parts shortages, but this can be more serious for U.S.
. manufactured vehicles that are not very common nor backed-up by an extensive
service network. To better emsure that the vehicles procured are kept
on-the-road, it seems desirable to purchase aakes that are well established
nand for which spare parts and servicing are readily available. 1In Egypt
distributers for two U.S. made vehicles, Dodge and Chevrolet, are well
_ astablished and have effective dealer-service facilities. It is proposed,
thersfore, that either Dodge or Chevrolet vehicles be purchased. The cost
of the two vehicles and equipment will not expected to exceed §43,000.
Procurement will be on a competitive basis. .

A.I.D.'s source and origin requirements, and Section 636(1) of the FAA
ace, are satisfied by the facts thac the vehicles will be of U.S. manufacture
and will be purchased f£rom bonded storage to which they were shipped from
the United States. The supplier, however, will be an Egyptian £imm, and
hence a waiver of the nationality provisions of Eandbook 1, Supplement 3B,
Section 5C is required in order to permit payment to the supplier in U.S.
dollars. Waiver of the requirement must be based upczn-one or more of the
eritaria gset forth in the Handbook, the relevant one of which is that
such procurement is critical to the success of the project objectives. The
Mission Director's authority to waive the nationallity requirement is
4ncluded in Redelegation of Authority No. 162 of September 20, 1978.



ANNEX D

RECOMMENDATION TO AUTEORIZE DIRECT
AID PROCUREMENT OF AID-FINANCED COMMODITIES

The commodities to be procured under the projact comsist of these to
be used in support of project operatiomns. The budget amount for .
this procurement totals $45,000 including allowances for contingency .
and inflation. o

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 commodities involved; (2) the small size
¢f 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
Asthority to gain significant experience, while burdening the
recently established Investment Authoricy with this responsibilicy.
will necessarily detract from performance of primary project )
duties, because of the limited number of staff in the organizatidn.

For the ongoing reasoms, it is recommended that the direct AID
procurement of up to $45,000 in commodities 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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1

2. M 7Pr:ihva.:é Seetor Feasibuiéy S:ﬁdieg

3. Fumdime (Fiscal Yeor and Amourt): py 79-$477 Millien

b, m.P?cﬁs.rsd i) : | Date oo A
J.L. Spezling | .~ June 13,.1979

5. Actiea Rocommoaded:

—_ + O .
" Negative _De:amina:ian

6. Discussicn cf lnler Pasrimgmmantsl Ralationskins of Project Relavent
£o Attoehed Imraet Tdentification end Traluzsicn Fath:

e cow s how

This project will provide £ipancial and techaical assistance co the
Iavest=ent Authority, located in the Miniscry of Eccmomy and EZconomic
Cooperation. The major activicies of the project will be the ‘compilation
of Prefeasibility analyses and che fuading of remconaissance and fea-
sibility studies, Traiaing of local staff will be 2 major outpuc.

The project will have no adverse environmeatal i=pat:t. No comstzuction is
planned. Bemefits will accTue to individuals who will be gainfully
employed as a result of cthe investments which aze expected to cccul
fellowing the feagibilisy scudies. The feasibiliry study eligibilicty
guidlines will concain orovisions for a statexment soncerzing the
preposed investment's envircm=eacal impacs. Those judged €O be
potencially negative will noc be Tunded.






TUPACT IDEITTFICATION ;D FLUATION FoRM
¢. AmomERIz

‘1. Ar addiéi';es

2. Air pollution

3'.' Neise pelluticn

k., Other facters

Ed

D, R ™I, ATTCUECES .
S -
"1, Diversica, sltered usc of vater

2, Irreversille, inafficient com=itnants

3. .Othcr faators

1., Altering nharsic:.}. syﬁbcl;
2. Dilutien of ca’.tural‘.::ﬁi‘;‘.ons

3. Other fzctars

?. . SOCTOTCOIOMIC ‘ :
1. Cicnges iz ecozemic/eployesemt 3ot

2. Chonges ia populaticn
3. Chonges in cultursl gocserns

k. Other Zaciors S

40



Annex F-1

Pesdece Auchorizaczica and Tacuess far Allorcmenz of Funds

(A}

Na=s 3f Counsgrw: Arabp lapublic =f Zzvs

Name o9f Pwgiasc=: Privaca Saccor

Number of Projecs: 21563-0112

o
" 'Pursuant to Part II, Chapcer 4, Sec=ion 532 of che Foreigs Azsis-

tance Act of 1961, as amended, I herepy authorize a Grant to the

Arab Republic of Ezvpt (the "Cooperacing Couactry") of not to exceed

Five Million United Staces Dollars (85,000,000) co assist in financi=ng

the foreign exchange and local currency coscs of goods and services

required for the proiec: as described in che following paragrach.

The project (herelnaZcer referved to as cthe "Projecc") will assist
the Cooperacing Ccuntsy to sraate a zechanisa which will provide
incantives to U.S, {irzs 2o develop adequaza infarmacion and scudlies
on {avestmeat opportunizies iz Igypc by fimancing the costs of makizg
pre~investient feasitilicy scudies in Zzype and develaping the
" dzstitucional carabiiizias af the Izypclan Tavestmeat Authority chrsugh
£inaceing tralnizg, equismenc, sectar survewvs and other cechnical
assiytacce. The Izplemensing Agency for the Project shall Ye the
Invessment Authozit: of the Govermment of Szvpz. The eacire amount
of che A.I.D. f£inancing terein autherized Ior che Prsjecs will be
obligated wher the PrToiect Agraement is executed.

2ased on the justiflcacion set forch in Annex C of che Project
Paper, T hersby waive the nationaliczy reguirenenzs of A.I.D. Handboek 1,
Supplement 3, with respect o che procurezeat of zotor vehicles of
U.S. source and origin, and autheriza the.r pracurement of U,S.
=anufaccured venicles Irem Zgvptian suppliers.

Based upon the justificzacion set forth in Acnex 3 of the Project
Paper, I heradby decsrmine, Iz accordance with Section 612(b) of =he
Act, that the expazditure of Unifed Statas Dollars for the procurement
of gocds and services iz Zgypt is tequired to fulfill the purposas of
Sais Project; the purposes of this Project caanot be met effectively
thzough the expenditure of U.S.-ownad local czurTencies Sor such
procuremeat, and the adminiscrazive official appraving local cost
vouchers 2ay use this determizazion as tie basis far his certificaticn

b
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3ased upon the justificaticn sez farch {a Annex D of che
Srojact Paper, I hersdy <etaraine that the cirsumstances warTant an
exception Co tha countTy contracsiang policy sec forth ia A.I.D. Poliey
Decarmination No. 68, and authorize A.l.D.-direct procurement cf
ccmmodizias aecesssary Sor the Project.

I hereby authorize che iniziacicn of aegotiation of the Project
AgTeement !n accordance with A.I.D. regulacions and Delegacicn of
Auchority subject to the following terzs, togecher with such other
tarzs and condictions as A.l.D. say deem'apprepriace:

a. Sourze and Origin of Goods and Services

Goods and services, axcept for oceun snipping, shall have thelr
scurce and origin in the Cooperacing Country ot the Unicad Stales,
axcapt as A.I.D. may otherwise agree i writiag.

b,  CCNDITICNS PRECEIENT TC DISBTRSDMENT

1. Initial Distursement., Prisr to initial disbursezeat under
the Crant, oT Co the issuance b5y A.I.D. of doccumentatiom pursuant
co which disbursement will be nade, the Grancee will, excapt as the
Parsies 2ay octheruise agree inm writiag, furaish %o A.I.D. ia forz and
substazca satisfacsory to A.L.D.:

(a) A statement of the mames of the person or perscns authorized
2o represeat the Grantee and the Gemaral Authority for Izvestmeat and
Tree 2cues (Ixvesc=ent Auchoricy) and a spezinen sigzatuze of aach.

(b) Zvidence that =he Grancee will zaxe ail of the gTant
funds available o the Investzext Authority.

(¢) Such other documencation and information as A.I.D. zay
reasonably requira.
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3. Disbussezens 2:r Tachnizal! Serriceq and Semcas Scudleg.
m e

Prior tg disbursement for technical services anzs seccar studles,
tha Graatee jhall, excepc as A.I.D, 2ay ochervise agree in wricing,
furnish {2 form and subscance sacisfaceazy co A.L.D.:

An executed contract wich a Zechnical services contractor
acceptabla to A.I.D.

J. Disbursemenz for Reconnaissance Surrevs or Pre-fagsibiliszy
Scudies. Prior o disbursement for reconnaissance surveys or pre-
izvesczent feasibilizy scudies, the GrantCee shall, except as aA.I.D.
2ay otherwvise agree iz writing, furaish iz form and substance
satisfaccory co A.I.D.:

(a) Evidence of establistment of procedures L{acluding gzrants
{ot2acs, for encering iaco recomnaissance surveys azd pre-investment
feasidilicy studies wizh potential U.S. laves:ors c¢oveziag such areas
a9 eligible costs, form of survey repor:s, payment =wchanisa and
otoceduras,

(b} Such other documencation and informacisa as A.I.D. nay
csasonably regquice.

C.  SPECIAL CCVEMNANTS

1. Prolect Svaluaziom. The Parcies agTee Co establish an evaluacion
progran as part of the Project. Except as the Parties otherwise agree
in wriziag, che program will include, wiring che implemenczasion cf
the Project and at ome or =ore pciats thereafter: (a) evaluacion
of progress toward actaimment of the objectives of che Praiect;
(b) tdemczificacion and evaluation of problem areas or conscralats which
2ay inhibit such attaimment; (c) assessment of how such inforz=acion zay
be used to help overccme such problems; and (d) evaluation, to the
cagTee femsible, of che overall development i=pact of the Projecet.

2. Iavestment Authorisv Relationshiss. The Grantae shall assuze
tiat the Iavestment Autlority escablishes satisfaccoTy working relatiocn-
ships wvith the General Otgarizazion Sor Iacussrializacion (GOFI) the
Ministry of Timance and zhe fimancial ecumualty i Igyrt early in the
2roiect, che vorking Telatioeship o include cegular Teetings faor
discussion and exchange of ‘deas.

\!
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3., Prohiticion cn Use 9f Tundg, The Jrantes agraes Ic prahibi:

che use of
T susveys
far exporse
markets ov

angy fucds zade availaplie under the Srant o Iizancs scudies
for expanding or astablishing preduction of any commedity
4 che commodity is likely %o be in suzplus on the world
will cause subscancial injury to U.S5, producers.,
l/.
/..

N e

Donald S. Browm
Director, USAID

KA N A Rt

Date
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10. TAA Sec. 412(d),’ Doas the U.S. cwn
excesn forcign cusrency of the
esuntzy und, Lf so, vhac arrenges
ments have beea zade for.its .
zelaasge? ) .

11. FAA Sec. f0l(e). Will che pFajeec
utiliza cczpetitive saleccion
pracedure: for the awvarding of can=
t=acza, cicapt where applicabla
pracuzeser s Tules allow atherwise?

12. FY 79 Asz. Act Sec. K08, 1if

sseiscenc: 18 for the production

n_qgiig':od‘.:‘f for expors, is the
[Tigely "id De im surplus cn world
sazkass 2! the cize the eesulting
produciive capncity Secoces opesacive,
and 1s such asaiszanca likely Co
causa aub: zantlal iajury to U.S.
producers ¢f the sama, sinilae or
ceopacting cacmodity?

o

5

3. TUMDING CRITITIA FOR PTOJECT

1. Develstaens Anglscance Ptutact Cziteria
- ]

e, P\ Sze. 102(B): 111; 1135

281a. Exzent to which actlviry will
() affaczively iuvolve tha posv in
developaeat, by extandlag dcssls €O
econeny &o local level, iacresding
labor-tncansive productica ind the
usa of eppropriste tachnolosy
gpreading investhane Jut 1773 citles
to small towns ead tural aress, and
igsuring wvide pazticipation af{ tha
poor iz zhe beneflis of develepment
- on &, sus<alined basls, uging the
appropTisce U.S. inscitutions; {»)
help daveliop caoperasives, Jspiucially
By techni:al assistaunce, 0 vsalat
sural and urhas FooT to help the=—
selvas covard Seczar Life, and othec=
2iga mmcouraye demseracic privata
gad local zzvasmzaacal inscicuzioma;
(% supp .ot the 22lf-halp efi cu2 af
devel:zing seumcring; (d) provace the
pazticipition of weoan 2 zhe
gasional econczles s devaler g

G-3

Yas. JaoeAanexes.d
zeasons U.S.=0wiaed

foraign cuczeacy Wik

not. be used.

Yen.

Net Applizable.
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coussries and tHe Lapravezant of
womwn's scatus; and (¢) ueilisc
and ancouraf: Tegicnmal coeperation
by aaveldping counsries?
b. FiA Sec, ‘G.\ 135A, 106, 05.
106, 107, s wsiiscance Baiug Zade
atlable: inc.ude only .
applicable paragrapn wnich corre-
sponda So ssurce Qf fundy used. [
more thaa oae fund sourece is uged
for projecs, Lnclude relovaat
paragraph fsc each fuad source).

(1), (107} for airicultuce, rural
dcve-nn: ine ar aucritlon; it so,
extent To wvivich .ctivicy {s
upucifically das. sned 0 increaue
preduczivisy and Ltncome of wTural
poor; (lu3ds) if cv agrieulovral
ressaren, s ful acsount mokca of
aouds of acell ficmers;

(2) (13&) for populacica plamning
undgr jes. 104(%) er health under
sdc. lb&fle): if &o, extenc te
which JeTivity empaailizes ilow=u3st;
wniategented dulivery gystums fer
health, nusriticn and fanily
slenaling for the poorest pecpls,
vith piosisular etceaticn co the
needs f mocthars and young child~
Ten, w.ing saramadizal and
auxdli =y medleal pursomnal,
clinice 4ad healch pusts, commar=
elal diseribunion gyscems and
othar zades 3£ cormunity reseurel,

() (135) Zor education, publis

sdministration, Or huzan Tesourees

develesoent; if so, cxgant o wiisl

acTivicy stTengzheas aocnlcr=al
'tdu.a':nn. =akes Zor=mal aducatiin

=ore sulavans, espacially for rural
. £am{liss end urban pesr, 3T

strangchons Sanaze=ent capapllic

af inszizutivans enabling the

002 ta patzicipate in davelapring;

(4) {oé) &
- N

- u. [
- -
ascaret

echnleel assist. acae,

aneryy, Tch, TeesSmsTTussi.a,
and gclaetad develermans 2roblomy;
i so, extens ~"v"y is:
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(L) cechaical cooperacion and
developranc, cspecially wizh U, S.
private and volunzary, or
regzlonal and lncermatisnal dev-
elopaent, orzanizacions;

- (44) w0 help a.l'.evu:a encrgy
‘ problens; Pt

e’
-,

'(1.1..1.) regearch fngo, and cvalu-
ation of,: econonic devalopument
procassac azund techniques;

iv) reaconstruction after m.ural
or sancade disastez;

(v) for apacial davalapmant.
prablaz, and to grable proper
utilizacion of earlier U.S. infra~
structurs, ctc., sasistelaca;

(vi) for programs of yrban
developarnt, cspecially s:all labor-
intenalve eaterprises, ™ “zi ag
syatazs, and fluacial or eenor
ingtizuctiona teo help urban peor
participete {n accncaic and social
devalopzent.

c¢. (107) is appropriate effors .
. placed on use of appropriace :echnolog_y?

d. TFAA fne. 110(a), Wili the
tacipient country provida az least
25Z of tha casts of tha program,
projact, or activity wizh respcsct
to which the ssaiscanca {s ts he
furaisr id (or has zhe latser cost-
sharziar requizamant bean waived for
& "relrtively laur.-d‘velopcn" '
countm j?

8. TAr Sec. 110(b%)., Will grsunc
capisal agsistexce Se disbursed for
project ovar =ore thaa 3 vaars? If
8e, has justilfliczasiocn gatiafacsory
to Congoress been aada, and effares
for othar Einexmcliag, cv i3 tha

reci, leut counzry “relatively least.

davaloped"?

£, PAA Sec. 221(3). Dayczil:
eXTZout o whish pTogmam resog.ilces
the parsicular 2eeds, desiras, aad

G=5



.capaclitiea of

4. M
tha suople of che.
country; wrliizes the eouncry's
{ncellictual resources -Co

ercoul ige fagzicucional develop-
sang; nd supports civil educacicn
and © aininy 4in skills required
13- 4 ¢ feczive sacticipaclion in
gover..sental and polittcal
procsuu2s engencisl co salf-
governzent. .

g, FAA Sec. 1:2{y). Does the "
geclvity plve . sudonable promise
of canccidbuciag to the develop-
meaz of econom.C Tesources, or
to :the Lacroas: of productlve
cap=cicies uaa gelf-guscaining
economic growen? )

Davuelop=ent ssgisctance Proiect
Criieria iloans Snly)

a. FAA Sus. 132.D). tnfurcagien
and ccaciuaien on sapacicy of Lie
cae. BTy Tu Tepay the lsac,

{pe .udiny reasonableness ot

rop Jyoun. prospocts.

B. FAA tec. 620(d). 1f asylist-

anc s T8 [zg aay productlive encerprise
chish wili cos=pete iu Zhe u.s. vich U.S.
am: orpriss, L3 Chels Ak agreesent

by the ru.lpiant coustIy €O prevent

ex, ort to the t.5. of =more than 202
of cthe eacezprise's snausl pro-
dus=iun during the 1{fe of cha lean?

Pre ~etceria Sclaly for Eeonemic

-?/z .

Suzvort uad )

a. TaA Sac. 53lial. Wwill chis '
-’

a3. Lscancs suppost and promoce
acu none 9t polizsical gcabilicy?
Tao she ex-csnt peasinle, does fe
rei lect tas policy dizeecions of
secclon 1327 .

5. FAA Seoe. §33. Wil asslstence
ugn'.4T Sal. chagger de used (ot
al. lorry, oF saTas L LLCaLy
accivizie !

M

. Not Applicable.;

"

. Thig agsiscance will comecTinuce ©3

an increase iz the aroducticn and

,‘-_prod.uc:ivi:.y of =he EIyptian \prEvELe

seccor and lncrease srivese

'sector esploymeat opporunitiés.
Yes. :



SC(3) = STANDAZD ITZM CRECKLIST  G-7

Listed Selow aze svasucsty Ltems which 'o._a-lv 11l be covazed Tsutinely 1z g

pravisions of an aasiscance apsoemans dealing wizh L3 {=ple=encazisn, or covelt

in the ggreesent 3y imposing lizits on cawtala uses of £und.1.

Thece izome are grranged under the oc-zc:.zl headings of (A) ?’ac.x:er:.cu... ‘
)] Cona‘:‘:uc...cn. end {C) Other Rasszizziocms.

A. + Procusezents

1. TAA Ges. 502, Ase there acraage- Goods amd sarvicas 2o the esac™

seats to per=it U.S. small passiyle willi be procuTad tazes
busizess to parsizizaie equitsbly esmpesisive proccdures whien zl
in tie Suznishing of goeda .and Bmall buziness s parsicipate.
garvices Zinanged? !

2. FAA See. A04(n), Will il _

.  eo===2dizy procuraz=cnt finaxncad be . .
fros tlic U.S. except as othere " Yas, 5
wise detvTmined by the 2Tesidont ot . ' N
or under delejjation f'cx: hia? - e ‘

3. FAA Ses. 634(d).- T.f the T C - :
e20peTuling caunsTy u_sc:;:‘.na:cs' Egypt do's nog discaimimate an
against U.S. =azine insurance - U.S. msrine insurance sompanice
cemzanies, will agreeseac ' ' R oo
requize thae mariue {asuzamee be
placed {1 the U.S. on commodisies o S -
fizanced? ) L .

4, IAA Sez. '6C4ile). If offghore LB e
procurc=eat of ag=izultural T :
eo==sdisy or poeduct I8 o be o -
finzzced, is Saess provision -~ No such procuTo=aat is puannec.
against such procuTesent wacn )
the dezestic price of such
eaz=odity is less than pavicy?

5. TAA Sec. 638(3). Wil U.S.
Govezasemt axsecs sersonal . :
‘progersy be usilized wheraver < 3S.
pracsizsable Lo ligcu of the

poscure=e=T 2 new itosst

6. FAA s-c. 603. (a) Ca=plicaen
wizh reguizesanc ia seesion ¢03(E) T
of Mo MaszmRmz=: Mamise Aes of 1936, Yot appl .zable.
as a=ended, thaz az laasc 30 per
gensu= of the zossa sennage of
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e

3.

7.

'8'

.

comsoditias (c:;pu:cf separately
for dzy bullk cnITieTs, éy cergo
limars, and sannevs) finmanced

shell be cramsperted o . -
privacsly cwmed v.5,-Lisg com-
pareicl veszsels 0 the cxzent

that sucH vessels &re aveilcble at
foi= cad reccaoncble razes.

FAA Sece, -622. T tech {22l ansiset-

.

ance i3 timanmced, will sush o

asoistance be fuznished €9 the
fuliast cxtent precticadble as goods
und profescicaxl and ocher

paxsicps fren srivate enterprise

oe a contzae:z 3asis? LE che
faeiliziag ¢f czher Fudezal

agencics will ha yzilizod, ave
they parsicularly cuizisse, 0L
compasizive . with rivaca catesprise,

apd =ade availauce withouc undue
¢aperfavecce Witk do=eacic
prograss?

<4
OnERSE— -
pyrsons ot P

(A e B [
3
g
4
q
1]

e, 0
qn

grane hasis, wi A
=ade that U.S.-flag <as
bo uctilized Zo tha exlel
garvice is availasle?

Joes

the esutzass S9r BT
a proviasion ausherl
{inacion of such csutisc o

conve.sienea ag she Uaized Scases?

TY 79 ‘=9. Ax% Sec
-

Consgrucsion

T EEERA——

L.

TAA Sas. £OL(d)

”.
(e.g., csugsiTucs

a capiral
< -
engincerisg s=d 9Ts

wd

, 811%2Y, 3£ gamgzuets LoT
esmsoruazian ar2 T2 he Zimamzad,
will =hoy be et on 3 gsopoti-

. - sem [

e
edve Sasis 2z manizmuem entent
9

nracsisasle

“G-8

w Yes.

- Yes,

LYes.

It will s¢ provide.

Nt Aphlicable.

Hoc Applicable,
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L.

2.

4.

5.

FAA Sc:: 622(k). LE for comstTuction

of productive casezpTLse, will
oggTepasze wvalue of assistance €O

be furmiské¥vy the U.S, noc exceed
$100 millioed? :

Other Jescrzicticens

Fra Sec. 122(e). I£ development
lcan, is incerest rate at leasc

.2% per annum durisg. grace period

ari at least 3% pez annu= theze~
af ser?

TAA ‘Sec. 301(d). Lf fund i5
encaSlizhed solely by U.S.
esnteibusicns and adzministered
b7 an insernaticmal oraanizatien,
does Comptzoiler Geaezal have
audit :ig@:s?

TSA See. 522(%). Do asTangez=ents
preclude pre=stisg or assiszing
tha forelign aid srajests oF
ce=ivicics of Ciz=unisct-bisc
councrics, ¢-aTrary to Ihe best
{aceresss of the U.S.1

FAA See. 636(L), Is finaneiag not
pez=itzed co 3¢ used, witlout
waiver, for purchase, long-tera
lease, or exzhange of mczor
vehicle mazuiactured ousside the
U.S., oz guaranty of such
transacsion?

Will arrangeseats preclude use of
financiag:

a. ' TAA Sce. 104(F). To pay for
pecforzanse 3f ajorsions or to
maseivate o cogrsc persens’to
practice abortions, T3 23 foT
pasfor=snce 3£ izvaluncasy
grorilizaszica, or. %% csesse OT
provide fimanclal imgeniive L9,

Any paerscn I umdergs sserilizacion?

b. FAn Sec. 620(s). To _
cozpemsate cwmess fov exprop=ated
nationalised prapersy

i
i

v\, G=9

Hot Applicable.

Not Applicaﬂlg.

Not Applicable.

!gs.

.Icq.

_Yes.



. PAA Swee. £40, o "é:d:c

fsolicu srainiwy or sther avw
enforesment assistance, excest
for naTecotics progwans?

d. TM Sca. £52, For CLA
getiviciag’-

t .
e, F7 79 Ano. Act Secec. 104,
To pay pensions, €., | 2-34
military persunncl?

£, FY 79 Aop. Act fec. 106.
To pay U.il. audessmenty’

g. Fr 7% Ano, Act Nec. 107,

To carty out provisicas 'l
FAM scetiens 209(d) aad 25.(h)?
cransfer of FiA funui €O ilei-

\ gearal orgenizacions for sending.)

h. FY 7S .An3. Ace fec, 112.

To fimahss he expors of nuslieas
equiprmenz, fual, of Lechzology
or ro truin foraipa macisas in
nuclear Iielés?

To be us..L ZI9T puUdIISLCY €7

Ly .
pPropaga.nsd puspesed uizadin U.S.
pot. authurized 57 Congresu?

{. FY 70 av3. AcC See. €01,

G~10

Yes,
Yes.

Yes.

Yos.r
Yas.
: YQ'S.

Yes.

/)



ANNEX' H

UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

CERTIFICATICN PURSUANT TO
SECTION 6llL(e) OF THE
FORETGN ASSISTANCE ACT OF 1961, AS AMENDED

T, Donald S. Brown, the Primcipal Qfficer for the Agency foz
Taternational Development in Egypt, having taken into account,
among other things, the maiacesance and cedlization of projects .
in Egypt previcusly Zinanced or agsisted Yy the Uniced States
and technical assistance and tTainiag planned under chis
projécs, lo herepy certify that ia my iudgment Egypt has both
the f£inancial capability aad huzan resoulces capabilicy
effeccively to maintain and utilize the ctechmical and fimancial
assistance to be provided to the Iavestuent’ and Free Zoues
Authorisy. /

il 1/
75§ZZI/QA_—-—”

’

Donald 5. ‘rowm
Director

Sept. 17797

Darte/




ANNEX I-1

" PRIVATE SECTOR STRATEGY

USAID and COE have uadercaken and are planniag several private sector
projeccs which addrags GOE priority coaclerns and will assist in
escablishing a base .for cconomic progress and cechnological trans-
formation. The projects respond to the uore pervasive probleas of:
(1) scaveicty of credit; (2) .suppert systems for private seclor
- {ndugcry (and arsisuns); and (3) improvemunt of iascitutipmal
operations, monctary and financial policy.

1, _Ongoinn.projeétu providiag new resousces and technology include:

A, Develanment Induﬁ:rial Rank . .

1. A §32.0 milliom loan-ﬁravidcs.ﬁunds for medium~-tesm sub-loans
together with advisory services and equipment for che lank. -

2. A-°$2.0 millian grant finances advisory services, trainiag
and some equipment for the Uank. ‘ y

B. Sucz Cument Company

‘A $90.0 million granc f£inances equipment'and services for design, .
ercecion, cperation and maiacenance of a portland cement plan
capable of producing one million tons of cement per yeal.

c. gun:tamia'Cmncnc

A §95.0 mwillion loan finances cquipment and services for desgsign,
ercction am! maincenance of a sortland cement plaat capabla of
producing 1.2 million cons of cement per year.'

‘D, Commodity Import Prosram -

$35.0 milli.n in loans to finance private sectorT procuremest of.
equipment aud macerials through governzeat hanks. . .

E. Relaced and Sunpozcive Accivicies

1. Middle Managemenc Zducacion Progzam poED)
A pilc:.s:age ;rogrnn for tcaining Egyptian privace and
public sector aiddie managess in American management
praccices is.underway.

2, Tax Admiaistzacion/Tax laws

An cagoing Cax adminiscracica program {s now ac a pilc:'s:age,
and also two.americaa comparative tax law experts are assisting
ehe GOE ip-developing 3 aew global tax stTuctule, in parse

aimed at providing tax inceacives to privace encerprise.

a7
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3. ‘Legal/Reforz/Tesas Sducation

R < cnnjunc:ﬂoﬁ:wi:h Ford Foundution, USAILD is funding

a chird one-monch semigar.at llarvard law School as well
as- workshops in Cairo on lazal aspects ef invescument

and ou laws und regulacions affecting exports. Ia legal
educacion, 3 law profcssor is assisting in developing

a core curriculum in investnenc-relaced subjects and

a concinuing educacion program for members of the kar
has becn hegun by the Egyptian Socicty for Incecnational
Law. . :' e

(
Caras (IiSC

International Exacucive Service

USAID provided ad hoc suppers services during IESC scart-up
4n ecarly 1979 and maincainy concact €O seak areas of )
cooperation. .

1I. Planned Projeccs igclude:

A.

»

Finance
e
1, Privace Tivestment Encouragemenc'?und

2.

3.

An FY 79 project tu establish credit mechanisas for lag;e?if

gized privace sectar encerprises in cooperation with exist-
ing banks- : " D ','{ .

. > X
A

Commudicy Imoore Mrogram : S o

" For TY 79 an addicional $23.0 peliion is propased for the

privace sector., o

. : !
11 Scale Eacernrise Credit & advisors

Sma i

| An FY 80 project :o'incrcase produccivicy of che ‘privace
- gactoar by establishing c-ediz facilicies and improving

~~::achnicnl advica available te smzll scale enccrprises.

Develoomenc Indusczial Sank’ = IIT v

_An.FY 80 project to synd sub-loans for privace sector

<ompanies cogether with advisory services and equipment
far che Bank
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B. Technical Assistonce = Privaca Secsor Sunvors Svscemsand
y Mechanishs s *

1.

2.

b,

LP

Privace Investment Studias

" An FY 79 proJLc. to finance partial reimbursemenc of

U.S. iavestors' feasibilizy studies aud advisory Pc:viccs
to coaduct pre-feasibilisy studizs.

Epyncian vacﬁcﬂcnc Center

An FY 80 project %o f‘1ance advisory ;c-viccs, cyriind ﬁﬁ
and equipmenc ta streagthen this inscicucicn's investmeat
information and promotion activicies. -

Avribusincss NDavelunment .

‘A proposed proiecs to finance U.S.~-Egvyptian agzibusiness .
projacts cnd reiated iascitutional developmenc ac:-vz:ies.

Induscrial Free Zoncs -
An FY 80 prajcc: =) f naﬂce equipmenc and services to improve
the opc:*:icn and .physical facilicics of izdustrial frTee zomes.

Busincfs Manarement and Training -

An FY 81 prajéct %o fimance equ.;meuc and advisory scrvices
for establishment of modern busiaess educatiecn facilities
for privace sector businesszen and studants chroughout the
Middle Case,

* Ce 'Advisogz Services to Financial Sector
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1. Advisory Serrices on Credit

-Aa TY 80 projecs to finamce advisory servicds and equipment
for a bank craining iacecitute and improvements. iu banle
: operational procedurcs.

2. Monev Markec/Stock fichanze |

An TY 81 project co finance adviser services and equipmeat
for rejuvenation of the stock exnchanges and ocher
modernizations of capital markate.

D. +Production Industry

E.

FTlat Glacs

A $36.0 million projest © finznce equipment and carvices for
escab ishment of a joizc veunturs glass manufaccuriag cowpany
with a capacity of 60,0C0. co 100,000 lIs per annua.

Agriculcurc i

Cooncrative Markecing

A small farmer assiscance projest desigaed tb escablish an
improvaed cyscem for privacte sector cooperative markezing of
fruics and vegetables. Ocher related assistance Iis provided
by tha IBRD. . . L )
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July 9, 1979 ANNEX J=1

Mz, Soseph C. Wheelear
Assiseany Adz=miaistzactor,

Neaz Zast . L
Agency for Iatesnatisaal development
washiageon, D.C. 20523 :

Daaz Jce:

mhaak you Zor iaviting us to attend the zes=ing of yous
Nea= Tast Advisccy Comnittee ("NZACT) whiczsh zet last
mhursday So censidlexz a Project Idenctification Document
("PzD") which describes a prograa of Private Sactor
Peasibilizy Studles la Zgvsz. We have reviewed the 2ro-
pesal and the recguest vou z=ade %2 us at the neeting £
consider.  appropzlate means by .whisha C2IT might sassici-
pa:a”i;.the adminise-aszicn of the =regran., ‘

it

?he proposed zrograz ls, of cousse, sua2stantially broader
in scepe zad =~escu-ces %==kax the $PIC izvesszens axcsuzage-
men® program adz=inistered uadaz Sec=ica 234(&) o2 cu=
legislasicn. The 72D dascribses a progzaz wihich has as

ies aim no4 oaly.asslistance t3 inzecested U.3. businesses
Sus tie develcssmazl ef a= iavestmezt assistzazce imscitu-
tion ts be staffed by Igvatians, aad =hg Zuadiag o2 majer
wroject profiles. -

mhkat part ef
QPFIC poogranm
contemplates
ger amouwnts thasz

che prograz which parallels =ae axissting
also nas certain distiactive elements.

- Ty
-“g

Ic
2urding of studies in subszaasially lar-
=he $100,000 of eligihle costs thought

BEv 0PIC to be 2a amoua: suificieat To coves zhe wezk
needed =o make aa iavesc=meat dacision. Lazge: amceats

woulé be considezed for dezailed dasign and eagiasering
studies et such szudies aze falt to Dde Sevond the scane
gl ceuz lnvestmeat eacocragement =rsgTan. The $100,004Q
amount seemed To us o be a reascnable maxizuz Sor Ire~
jects snoasored by saaller Businesses (spcasozs whe wele

smaller in siza Shan the "Tartuae 1300"). As to laczger
srojects, a ¢good sozticn of the work azseass =O e con-
cained ia project preiiles Wwhi== aarve, ia she past, deen
developed =y ozganizatiscs dus3 as =as Ag-ibusizness Caza-
2il and weuld, uxder the AZD =T sosal, be fo=nished 2v

=he TIZTL. CPIC also =oek
$10C,000 limitc =hat e

ia=g acsstnc

im azriviag at The

Su=nighing ef subscantial grants
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Mx. Joseph ?. Whealez’

to large G.S. businesses =ight not bSe suffiziently consis-
caacT with tha Congressional dizeaction =0 give Prefarencs
to smail businesses.

Tke PID also does 20t coxtsamplacts rapayment of the grans.
Wkile tais feaczure nay be consistens with AID's 2uzTpose,
C2IC has taken a contrazy sosition. As you kaew, 0IC
does 2ot raceive appronriated Iunds: its gperatsions and
2rogTans are funded Z-om iss operating aad iavestaens
income 2ad it Ls zeguized %o be self-sufficisnt. Undex
the ciscumstances, we recguire shat the spoanscr applicant
net only be judged capable of undeztaklizg a veatucse of

the indicated score, but that CPIC's fuads be repaid if-
the project does go forwazd., Wa Zeel zhat the limications
cf our stalf as wall as cux Zinancial rescuzces recuice
that pzovisian.

Ouxr ceonsract providas fusther :hag'if che projacs coes
fozwazd QPIC will ba invitad %3 grovids pars of =he dade:
financing. While that provision is haszdly & biadiag =ighe
of f£irst refasal, it is a Tecognitieon thas CPIC's support
is very lazyely fuznished iz gursuis cf i:s business coal
€0 Se sell-sufficients. We would bhe oalustans =z iavolve
cur limited staff in the azalysis of srojscsals ia whica

even this modess sszmismens iLs azseac.

2e =zopcesed:
co2e, Puszose’

Qs =he reasons ocu<slined abave, we viaw
Togx a2 s
ficans dizeacse

am as being suffizsiensly diffecens
and ogerating detail as =c sreclude sis
iavolvemeas by C?IC. We aces on +the ctiae
£o estallish contast with zhe TZIA, S0 Lincrease she fre-
guency of our stailf cravel sc ZIgsyzc as a aeans of doing
;24gand Sc refez ané accezs =he relezral of 7.5. busiaess-

en for whem the camzlemenczasy srogram 2icht be :0re appro-

Sriate. We would also undersake to help in =he disszilu-
tion o project zrofiles =2 T.5. businessas.
[ ]

The location o2 the TZIA iz Caizo =ighs Zfacilitcata the
PrTocessing of certain appliczasions taere, while QFZC's
'0.S. base aad generally promps Irscessing sile zigzz bhe
attractive <3 othar 0.5. izvestors. OPIC wouléd ke reluce
tant €z vary its repavment, eligikle 23st and eveasual
f£inanciag reguisements, sut txderszazds tias TIZA has

scmewilat diZdezeaxt goals.
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Mz. Josegh C. Wheelear

09zC would also, as we have iz =he past, 3Jake every eiZlorT

=g dgraish szaii =esbers °& 2 saimsursatle bSasis 2oz occa-

sional ssecial assigamenss. And, as iadicazad ¢Z =he NZAC

neesing, we w"’ ze pleased =S digseuss wish vou Iustaes

the Zformulasion of concepsual ssaadaczis definiang =he azzT3-
p:ia“e scope cf wozk contained ia a "feasibilicy” ssudy.

Sincesely,

Robext R. Wolf
Viece President,

"y
-

nance
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. ANNEX -1

Idenzified Investaeat O‘\ppoc:uni.:ies - 3y Sector

.i-!ﬁilding Macerials

i_. A ‘.suhs:apnial amm{n:.oif new. capac.i:y is needed for cmen: ‘
Srﬁdi;::ion. o | | |

= New Cap;c..‘.:y in asbestos 'pii';se.s'k', asbestos sheLet:s, éﬁd ’conlcr‘et:'e .
pipes and polas. - | } Y

= New capacity in non;clay bri:li; and 's‘oaza‘vhzr.t: less ia clay,
bricks. e

= Expaasion of a'x.is:iag;,clay pipe and £loor tile ‘:anu."a.‘ct:ure\.

- A zmajor nc/v f£lat plant and one for glass -roola.nd fiber glass.

Enpincerine Industries

- Mew facilities for the macufaczure of railvay coaches and
. tramcars. |

= Television manufa;::urc.

- Monufacture of Sedium and latge die&e}. engines

"= Manufacture of handling equipzent. : |

= Manufaccure of a m range of‘ uchi:.te' tools. A

- ﬁ‘pnnsion of ﬁhe'produc:-cn/of t:ruc.ks and 'buses.)

- Edlargezent of the aroducs tange of Nast Soiles Co,

- Manufaccure of eleatzic motors aad gene:a:ors.j

~ Espansicn of wet and dry batzery fac'lities.
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- We: mi.ll.ng facilizy for producing a fu.J.. ran.ge cf cora’ syrups.
‘nu:ee edibla oil plancts for solven: e::t:act.on. hydrogenaced
cil a.nd naw refinery, capacicy. . . | o | ‘

'—- Two aniaa.l fced plants ‘cr low and hi.gn procain pe.ue:ized
concen:racas and by—produc: faeds » respec:ively. .

-. Highly-aucomted yeast pl.u_t.

» Het:al_urzical Indus:—-:l

- A new copper zod cas:ing plan:.

Pulp aﬁo ’:aer
"'- A one-.achi.ne bagas.n nc'.rspr..n: taci.i:y ats ached. to a snza.r :nL‘L_
'rh:ec snall vood-free prin:..r.g and w:i:.ag plm:s, d...a n:..zchcd
to sugar mills, ' L ‘
- A wood content ;:;’.'nting;a‘id‘l urit‘.igg faci;i:f-.
= A market pulp =411, o : | |
. = A writing and pz:in:f.ns paper facilicy,
-~ A corruga....ng nediun and l:{.nc.boa::d plznd.
- A duplex and :ul:iple boards pla::.c.
- A._ tissue aill,
- AI small cigoretste paper produces.

I‘/

- A wastepaper mill.

lazcluding a aumier of pr::jc 2t3 designa:.sd ‘or the publ:‘.c geccor

{ron and stael planec a=d the public sa::or a...x....i.m.z. s:tcl:a:.

- woms @me = er w0  Gmmmy R oS 6+ cams . me e o @
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Texciles

. Renova.:.on of a ‘uce ‘adll. :a reducc ..he .a:e.sn ex:'aa.nge spen:
.on ju:e‘bags. |

. A new polyes:e:/cat:on spinning ni..l.

‘ '.Ewo new ‘c‘atton wea.v.ng nills to u.t::Ll.ze :he autput oE t:he

i prﬁpose& Spi.ming :z.ll a.nd of o:lm: m:Ll..s :ecen:.y cons:‘uc..ed



OVERSEAS PRIVATE INVESTMENT CORFORATION.

Feasibilitv Survey Program
Guidelines

. S

i

Sponsoring Company

‘The spomsoring company must be an eligible U.S.
investor, have z sound operating racerd and be able to
demonstrate that it has the managerial, techmical and
financial capability zad present inteation €O invest in
and implement the prcject if it proves feasible.

Project Eligibiliczy

The project Tust meet, 0T be likely zo meet, the
mormal eligidilicy standards for both QPIC iasurance and
financing aadé appear to be econc=iczlly and financial
viable for che spomsoring ccmpany, the host countzy amd
the Uniced Scatas.

Councry/Soonses Elicibilicy

The eligibilicy -equizements have been cast to stimu-
late imvestment in councries with pex capita GNP below
§520 and small business investmeat in 2ll LDCs on the
£ollowing basis: .

(1) Feasibilicty Suzvey funds would be available
to companies in cthe Fortume 1000 size zange
only if the prcposed p-oject is €O be located
in a'eountry with per capita GN? below §520.

(2) Smallexr businesses and cooperatives would be
eligible for feasibilicy Zunds £for projects
{n all che underdevelocped counczies in which
QPIC prog=ams operate.

Eligible Costs

The Feasibilicy Study must’be subscantially cazzied
out by executives of the sponsoring company. Genezally
consulcants should be employed by che spousor only on a
limited basis to zugment in-house capability in a specific
aspect of the study, altheugh 07:C shall comsider witt
greacer fliexibilizy cthe use of outside consulzants oy small
business spcasors. <ctiigible cosct imclude (L) econecmy

Y
&

o



. : . s o [} *
class travel, (ii) per diem expenses, (Lii) salaziss of
company pezsennel and (iv) cost of comsulcants.

The caily allowance for perscmnel salaries shall be
§175. Allocation of 2 sponsor's cozporalea ovezhead, Izinga
benesics, secrecarial services, -sporcT presaczation, com-
municacions and sizilaz costs shall be excluded from eligi-

1e ecosts; however, zecognition oI such costs has been
given in dectermiaing che daily persomnel allowance cicted
above. Miscellameaus travel costs such as caxis, telephone
and telex and enteztainzenc lixewise shall not de eligitle
costs, but to compensate Zor such icems the U.S. govermment
per diem zTate applicable to cthe ovesseas locale will be
inczeased by 20% co decermine the alicinle dzily cllowance.
The eligible ccstcs Telated CC cme use ¢ ousside ccmsulziants
shall be limized to the fo-egcing rravel andé per édienm

.allowances and gezsomnel costs ol $200 per =mandazy or the

equivalent portion of ¢ lump sum coniTact.
OPIC Pazcicipaticn"

The maxizum OPIC participaction is $50,000 :ep:esencir4.

_up to 50% (75% in the case o< & small business or coojpesz

tive sponsor) of =he =otzl eligible casts ol the feasibil .
study, as formally budgeted and agTeed upem Oy che company”
and 02IC. OPIC will reimburse tle spomsoT ugon complezion
of the scudy and submission ol che required Feasibility
Survey zepoct and statemenc of costs. On susveys cequizing
an excended period of time OPiC =2y ceimbusse the spomnsor

on an incerim basis.

Repavment of OPIC Pawricivation

Tf QPIC reimburses the spcnsor and the spomser subse-

-quently makes a decision <o implement the project, the

sponsor will repay OPIC's pazcicipation in the costs within

‘60 days.

Reoorts

Progzess and £inmal zepoIts will be requized Zrom th
sponscr. 1f a project does =oC result, rhese seports will
beecome the prope=ty of OPIC whichk may use chem in Lts own
discretionm.

47



H. OPIC Assistance

When a sponsor has compleced its initial investiga-
tion of an invescment opportunicty and has requesced OPIC
participation iz a feasipility study of che project, QPIC
will normally provide:

(L

(2)

(3)

(4)

(5)

Review of the project by aa QPIC investment
officer to make a prelininary decerminaction
whether the project is likely to meecz QPIC
insurznce and project financing standazds and
to make z recommendatfon regarding OPIC pa:x-
ticipacion iz Zundizng cthe study. '

Assistazce in prepazing a work plan (scope,
objectives, steps) and budget for the study.

Tinancing uader an agreement whereby 07IC will
reimburse the 'sgensor Soxr uvp to 5Q% (75% ia -
the case of a small business oOr cocperative
spansor) of the eligible cests of the survey
subject to a §50,000 maxizum QPIC pasticigasion.

Consultation with the sponsor's management
during the course of the study based on incerim
progress Ieports. .

Review 0f the feasibility reporc and Teccmmenda-~
tions as to furcher implementation steps, a2
fimancial plan and the zole OPIC might assume

in the project.

L. Tnsurznce and Finance Aoplications

OPIC imsurance and project Zinanc
for separately. Wnile an objective o=
-m

ing must be applied
the progzam is the

development of projects gqualifying Zoxr CPIC Linsurance and
project £imanciag, acceptance of a propesil under che
Reconnaissance Susvey Progzam does not necessazily assuze
che préject’'s gualificaticn for either the insuTance oT
project f£inancing programs.

August 7, 1978

4%
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ANNEX M-l

OVERSEAS PRIVATE LNVESTMENT COPZORATION

Reconnaissance Survev ZwogTam

Guidelines

Soonsoring Company’

The sponsoring company oust be an elizible U.S. small
business or cocperative investor, have a sound operating
zecord and be able to demonmstrate that it has the mznagerizl,
techniczl and Zinanmeial capabilicy and present intencion to
invest in and implement the project if subsequenc analysis
proves it feasible. : p-

Project Eligibilizy

. Normally the project will be ome for which a U.S.
sponsor Ls beiag sougiat as a zesult c¢f the Finamee Depazt-
ment's project idengificaticn prozTam and is therefoze likel
to satisfy nosmal insurance and Zizance czicesia. Any ocher
project mus: meet, or be likely to meet, such insuzance and
financing criceria and should appear to be ecomamizsally and
Sinancial viable for the sponsoring company, the host
countsy and. the United States.

Country Elizihilicy

The program is applicable to all countsies iz which
QBIC programs aperate. ‘

Eligible Costs

The Recounalssance Study must be casried out by a
senior execurive of the sponsoring company. Eligible coscs
ara limired ©o those of one such senicr execurive for
econtomy class travel and per diem expenses ian the hostC
councry at the USG rate. No allowance shall.be made for
personnel salaries or use of cousulzancs,

QPIC Pazrcicizarion

maximmm Q2IC pawnicipacion is $5,000, as Zermally
and ag=eed upon by the company aund QPIC. CFIC
sbruse the spomnsoz upon ccmplecion of che sTudy and
;m of the zequired report.
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F. - Rebaymen: of OPIC Parciciparion
C L ‘Notwithstaading a subsequent decision to implement che

'project, no repayment of OPIC's participatiocn in the study’
costs by the pocencial sponsor will be required.

G. Reports !

A full repor: setring forth the study's finding will
be 'reguired £-om the spomsor upon ccmpletion of the
reconnaissance trip. If a project does not result, this
zeport will become che propezty of OPIC which may use it
in ics own discretion. :

K. OPIC Assistance

In che case of Recomnaissance Suzvey funding requests
arising ocher than as a zesul: of QPIC project idearifica-
tion and promocion efZorts, the proposed project fizst will
be reviewed to determine whecher it is likely to meet CPIC
insurance and financing sctandazds. -

After escablishing project eligibllicy and verifying
the spomsor's qualificacioms, OPIC will nommally provide:

(1) Assiscance in preparing a work plam (scope,
objectives, scteps) and budget Zor the study.

(2) Financing under an agTeement whezeby OPIC'will
reimbu=se the spensor for its eligible coscts
subject to a §35,000 maximum.

(3) Review of the recomnaissance report with zecrm-
mendations as to further steps toward project
implementation and zhe tole OPIC might assume
in che project. -

L. Insurance and Tinance Avoiicatiouns

OPIC insurance and pzoject Simancing must de applied
for sepazately. Waila an opjective of tie program is thae
developmunt af projects qualifying for QPIC insuzance and
project finaneing, accepcance of a proposal undexr che '
Reconnalssance Suzvey Progzam does not necassarily assure
the project's qualificacion for either the insurance or

project £inancing progoams.

August 7, 1978
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ANNEX N
“MANRY

LOGICAL FRAMWONK

" Ovajoct Tt 8 Nowber: ___Friyete_Sector Fesalhififery Seudles.n.0522_

“RARRATIVE SARBARY I

"OBNCTIAELY VIRV ALY OWKIGRS |

»

UtANS 1¢ VERIFICATION

e of Prefoct: .
Fremby _ 19 wfv_g2__.°
T~ US Tondirg _§,700_
C-:lvopund

SEREDPEY

[ WroniANT AT TORE

Progom or Soctan Gaok:  The Ivaader eljective o
which vhip prafect oot Roter

- Bucaeared Firw of Feivato U.8. favestmnent
: te Egret.

Klasswres of Gosl Achlovemans:

1. Of US/egypt Jolwt vemtures
2. 3% of CUP attributable te
frivate Enterprice.

1. Centrel Ronk otatistice
2. COFl atatletlce
3. Tex records

Avturnptiens oo srtdaving grod targeic

1. Avsh sanctions will be = tempatacy
phenowenon

2. rX wiil be avalinbie in cearonable
amounta and ot » sresonsh
3. Fotentlaliy penlitable Suveatment
situstinone exist and envivoamant
conduclve.

4. Procedures and buresucratie
ptocesars do ant met as & constralnt.
fNeciolon enking vill be efffcient.

Poaject Novgmes:

Czeate a archaniea which vill previde
Suceniivae fnr, ond erpedite cacrying out of,
pre-investaent fessfbility stwdles.

Condittons that w il Indirste purposs has baen
schinerd: End of prafecs matem.
1. U.3. conpenies waking decinion
[}

te favestment In eclecied
orctore {acrcased,

3. Tgyptlien ataff aystess, ond
orgonization fully fumecticmal.

- Koa-propristesy {ulecmation
avaflable for provisien te Interest
gf, u)estorn on Investoent poesidi-

T. Evaluetlon sonth 24,

2. We. of conpanies viesiting Invant-~
went avtherity.

3. Enselnation of Investment Awtherity
(1len.

4, Comteacter (inal vepert,

Arsurmptions Ioe sriloving paprre:

. Declie to fnvent in Epypt exlste.
2, Fenanlhility otudp coate aca o dle-
Incentive to U.E. Jnveslment In Taypt.
3. Critetla for study acceptable to
private U.S. partieq and COF con be
developed.

A. fgyptien docinlon making con be -
c-r-lltnl.

S. Tilvate Investoent supportive

olfic lll‘ eannbifng leglalation
funct ontng

Capar L

L. Brliiaftion of accters in shich investment
{ w111 enat benelit oconmey.

2. Pre-Leanlbility ond [eealbility studiee
corpleted fu ldeciillied sectone.

3. C0F atofl mnd ayatem quallified to
edalnister otudy fund.

&. Linkage betveen Investment suthority and
private banks vetadbifehed.

S. Recoaslnsence surveyr by U.B. bueinesa-
@en occutleg on reguler beefs.

€ Dutpmatc
1. 70 teconstnaance sutveye carsfiod
out.
2. € sertor overvieve snd
Suatilfcatlione cooplated.
V. 20 feasiblility atudies cesviting
corpleted.
. 9 fcaelbility etudlen rooviting
in Investmeont.
3. S Egyptinn prolesalonsle
trafued.

1. Framinstion of Recesde
2. COT1 ototloticé
3. Intasvievs

sprmptinng fos schieving sutagle:

1. Dn!s con ke ascenblied {0 a tiaely
fashien.

2. Egyptiom stafl and budget will be
evailable to adelnister.

3. OFIC guagsntes program continues
in effect.

g
w.s.

gerannnel tavlg
tralalny 103
creenditics 43 °

. sthey coats

teconalisnence sugveys 100

feanibiliity otudles 38no .
cont fngency/inflation y5%

Total U.S. $5,0( acluding § B8 fa dellar
fanded local coste) N

COT coctefuetion ~ LR 008 (§1.13€)

Implonsatetion Uorget (Type ond Dupntityl

1. Controller vecerds -
3. Contvecter verevde
3. Awdite o

1 ::1—”17-—-—-—-:“-—-.:1-..

Auvmbrions for providing hputs:
1. COE budget avallable.

alZAde

-— oo =

PPN T Iy LY

"“Best Available Document
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Cormmodicy List

ANNEX ¢

Uit LE oz 'L/

Item No. Cost Total $ - ~
Hand Calculaters -3 § 50 § 130 1E-
Typewriters } ‘ s

Eoglish 1 +1,000 1,000 $ .

Azabic 2 1,700 3,400 LE
Dizto Machine 2 . 500 1,000 $
Photo Cepler 1 10,000 10,000 '
Offics Desks ) 3 1,000 *3,000 LE

Chairs ) Sats .

Filing Cabinats)

etc. ) _ .
Drafting Table e e

and Supplias 1 500 .. 900 L=
Air Conditicners 3 750 2,250 L
Miscallanecus - o
. Loeal Supplies L 3,700 LE
Vehicles S

Cazzyall 2 10,000 20,000 $

TOTAL" $45,000 '

(TE 31,200)

1/ LE indicates total procurement bedng
‘ Egyptian pounds.  § indicates offshore
procurement excapt for the vehicles.
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ANNEX Q-1
Socizl Inplica.:ion' 22 Asgistance to the 2Tivace Sectar

One cannot really make an inderendent case Zor the social utilicy
of feasibility studies as distiace from the question of what
investments the studies ars intended to serve. In this praoject

the objectives are to facilitate improved imvestaent choices in the
privace sector. This amnex expands upon the summary discussion in
the PP text of three issues direcctly related to the social conse-
quences of assistance to the private secuvor:

{. Ttilization of Capital and Labor im Egypt: Public and
Private Sectors

ii. Employment Prisrities in Egypt
' ~
144. Ccmparacive Wage Levels: Public and Pvivate Sectors

The analysis concludes that the private sector iy izhereatly a
stronger vehicle in Egypt for employmeat creation aad chat the
income streams to individuals resulting from private sector invest-
ment tend to be larzer than those resulzing fTom public sector '
invesmaensz. On these grounds a project which fucilitaces the
ent=y of crpital into privats sectar investment and seeks to lmprove
the quality of investment decisicms can be expeected to have a
favorable impact on the two social cbjectives of the program:
more income streams and larger income scTeams a: the level of the
individual wage worker. This analysis deliberately avoids discussion
of forward and backward linkages of private sector investments and

» S€Ccndary employment effects. This cmigsion is not because such effects
are assumed to be unimpertaat, but rather bacause the leap c¢f faith -
inherent in delineatiag a causal chain from feasipility study, to
investment, to employment, to producticn to forward and backward
.linkages, to mure emplovment simply seems greater than the needs of a
project paper warTant.

A. Utilizarcion of Capital and Labor in Zgyot: ' Public and
Privata Sectors

Frca an examinavion of the evidence, it appears that Egypt is quits
labor izncensive, even when mpared to other low income dsva.loping
sacious. Egypt simply produces less cutput per m—year of laboer
than other comparable nations.

‘The Egyptian privatas sector is not parcicularly capital intensive

when measurasd against other low income matioms. Yet it is much

less labor incensive than the rest of the ecomnomy, achieving 3 modest
level of outpur per man-vear of labor.

7L
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The Egyptian private sector has aade some real gains in terms of
output per mam-year sizce 1973. At the same =ize, output per investad
gound has ctemaiced fairly steady. Durizg this period, tae average
size of projects has grown in temrms of both iavestment and employmenc.
An apparent infarence is tiat econcmies of larger scale sperations

are contributiag to eificiency in terms of the principal faccors of ..
produccion. Carefully done faasibilicy studies would tend to eanance
this development. . '
According to a report published by GIFI and the Minisery of Iadustry,
in the 1970s the 200 principal firms im the public sector produced 65%
of the country's manufactuzed goods while the 15,000 smallar iaduscrial
establiskmenes in the private sectoT produced the renainder.

The private sector share of industrial outpuc and the level of private
sector output has grown 3 times faster cthan public sector output.
Boch the private sector's share of tocal industTial exports and the
level of private exports have gIiown markedly in the 1970s relative

to the public.

The total estimated industzial private sector wage bill has inczeased
over cenfold becween 1970 and 1977. At the sameé tize, che astimacad
gumber of workars employed in private i=dustTy aearly. quedrupled.
Average nominal wages increased some 278% bectween 1970 and 1377.

It is iaterescing to compare projected productivity in privaca’ sactor
versus public seccor industTy for 1977. The results are staTtliag.
Worker prcduczivity in the private secter, measured as estimated
greas output per worker employed was LZ 10,900 per capita in the
private sector versus LZ 3,637 realized in che public sactor in 1977.
Prajected productivicy (ouctput) per pound of wotke=s' wages Irom .
private sector projects was projected to be LZ 28.5 as compared with
L= 7.0 realized in che public sectar im 1977,

The published figures available reporting om lgvels of private
{avestment in Egypt appear to be gross undarestizates of the level and
preportion of total actual private lanvestieact. This is not surprising;
most publiched measures of private activily appear to be underestizmates.
T»2 public sector appears Lo get the lion's shars of finamecing, in

part because zuch. privace saving is chammelled into "score of valua"
invescments such 23 gold, vaiuables and Teal esctate rather than into
producsive encerprises. 3ut is the Minise=y of Zcomomy's Tive Year
Plan figures indicate, accordiag to officizl solicy soms 84% of all

_ invescment c£iicially approved will be chanmelied izco the public

gecror uncil 1984. Thue imference must be tlat alchough ousput,
ezployument, exports and productivicy are increasing Zascter in the
private than in the public sectoT, the cearrally planned eccuomy in
Egypt continually channels capiszal inco the alresady intensive public
secsor. :
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The Werld 3ank reports shat private seccor perZorzance has been ‘
"izpressive". It raports average annual inc-eases ia private manu-
facturiag sector outpuc of 1S percesnt in real terms from 1974 ta. 1575,
Whila low, private seczor exporss doubled becween 1973 amd 1975.
Private sector empleymeat increased at an annual rate of 6.7 persent
during the 1966~74 period, ccrpared with a groweh rate of 2.4 percent
in the public seczor. The 3ank remorts that "The record of tha
Private Sector is even aore impressive if account is tzken of the
over-staffing of public encerprises for social and political reasous".
The private sector share of zotal industry employment grew frem 47

to 54 percent ia the 1970s. :

At the same time, the Bank reports that the privace sector's officially
reported share of anmual cotal investment has been a ainiscule 4%Z. This
tiny estimated perceatage of total iavescment goiag to private firms

is achoed in the GOFi/Ministsy of Iadustry report. These estimates

no doubt omit a considerable amcunt of officially uarecognized private
investaeot as well as ~eizvescment of profins. The public seccor

has, of couzse, through its control of the bamking systam, tradicionally
been able to claim a disproportionate amount of izvestable funds. This
gezeral patstara continues, although it appeass thac the proportion as
well as the rate of private sector investameat is inereasing.

Private enzerprise produces over a third of the total ianduscrial
cutput with well under a2 £ifch of iavested capital, employing over
half of the induscrial work force. The socin-ecznomic rate of rerurn
on capital invested in the private.sector appears to be double o
quadruple’ chat achieved by the public sector. It employs more
‘pecple than the public sector without "padding che payrolls" aad
manages Co pay them higher wages as well. The privats sector
achieves all this in spize of'the fact that it is apparently boch
cver-ragulatad and shut off from the major local source of invesce
mext capital; i.e. the govertment.

Egypt has a shortage of physical capital investment and a surplus

of available labor. The private sector uses ralatively lictle capizal
and relatively large amounts of labor in its mix of the two main
factors of production;.it seems obvicus that this is an efSicient
ucilization of the resources available in Egypt. It further appears
obvious that a developmeat dollar invested ia the Igyotian private
sector results iz nore output 2nd Dore employment than 3 develop=-

2ent dollar imvestad in che Igystian public sector. JFurtherzore,

4 greater proportion of the fruits of investmeat in the nrivate sector
dppears to reach the work force than is true of the public sector.

K



B. E=plovment P=igrities in Zgvot

The "open" employmeat rata iz Egypt is low, wich the officlally
unemploved censtizuting a szall (2=3 percent) segaeat of the work
Sarca. However, all other sigms indisate thac Igypt should be
viewed as a councry with an employmeat protlem. Many people,
parzicularly women, <o mot sarticipata ia the work favea., Jcbs ara
hard to find. Maoy people accept pos=tions earaing wages wiaich
cannot suppors them at even a minimum level of comfor=. Many also
accept part~-time exploymenct; undercaployment is a widespread
phencmenon. A large proporiion of the populaticn has found it
necessary to squeeze iaco low producsivicy acd hence low wage sectors,
particularly government and demestic service. The labor force,
Egypt's most plentilul Tesource, {s upderurilized.

The problem in Egypt is not a question of _job creatica per se, but
rather a questicn of increasing productive employment and hence
wage levels. Over two decades of social welfare-oriented pubdlic
policy have czeated a larze oumber of iobs which alleviate official
unemploymeat but add litzle to Zgypt's overall output of =atal goods
and services. A bemeficial result of these policies has been that
sharp disparities of weaith 1m Izypt were amelizrated. The zeed %0
czeate piroductive employlent opportunities now seems €O be a ToTe
pressing goal. ) .

Another problem is che relative shortage of skilled laber. TUtilizacion
of the abundant umskillad labor supply is problematic in che absencs

of skilled labor to wark in combinacion with the unskillad. Further-
more, raisiog labor productivity Is difsicule unless the level of

skill of the work force is inmcreased, and such chinzs take time.

C. (Gompararive Hage Levels

1he zepor= ladust=ial Activiszes ia the 2zivare Sector furnishes an
estimare of average amnual salaries paid in privace industry in
1977 of §547.69 at the parallel rate. The 1976 inpuc/output table
provides estimate of tie d4<sc=ihuction of rural and urban wages by
income group, as pucseated im Table B=-1.

One seas that the average wage piid by che private sector appears to
be 25 percenc above the naticnal average wage for Szypt (aot accounciag
for wage izflation betweea Che Iwo years), and higher than bech the
sural and urban averages. Note that the overzll urhan average
zeporced in Table Bl izcludes both puslic and private iadusczial
sectors; simple aritimetic indicaces thact privace indusery prabably
pays at least 10 percent hizher wages tian Iis CTue of the vest of
the urban seccor as a whole. Obsezvers inrerviaved by che RRNA team
agreed that wage levels are higher in private induscry, and are
{nc-easing faster than those in the sublic sector. Yot only do
private industzial Iimms pay selatively well om avexage, but the gap
becween public and privacte sector wages appears €O be growiag.
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A 1978 survey reported that joiat venture companies in EZgypt paid
Egypcians an overall average of LI 655 ($937) per capita per annunm
iz 1978. Joiat vecrure companies are geunerally foreign nanaged and
relacively technolegically advanced by local szandards. Their wage
levels appear %o be about doublz typical Zgyptian standards and well
above salaries in the Egyptian owvmed privacte sector. As the locally
cwned private sactor davelcps, its salaries should begia co approach
joinc-venture levels, given cuxrent treads. :
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Table R-l
Sstimates of Anrual Wage Inccme in Zgyps, 1976

(average TS Doilawr Income JFar Zaployee)

Workforce Income Segment AV, E;rninss/wqrxer

AAAAA

Rural Overall Average ..,,,ﬁ..w;;f?...issé,lz

lowest 60% . - 227.5%
middle 30% E 337.70
Upper . 105 ~ 952.3
Urban Overall A#eras?v..;:...;......."52;,18l
lowest 60% o | 260.79
middie 30% IR (56310
upper 10% ;j,<, o .' :,' 19:7.BO:

Overall Av for Egypp_-.,f;f;.....;...' #38.05
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