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learn to solve organizational problems in their companies,
and send some of them on short missions to the U.S. in

issue-oriented, industry-specific task forces.

An Advisory Ccmmittee consisting of senior representatives
of the Egypt-U.S. Business Council (EBC), the Minsitry of
Industry and the Ministry of the Economy will provide
overall guidance to the MDP and play a key role in selecting
the industries and firms in which increased effectiveness
will have the greatest overall impact on the economy. MDP

implemeatation will be the responsibility of
an American-Egyptian team provided by a., U.S contractor

working with one or more Egyptian sub-contractors and/or
professional specialists. Professional personnel inputs will
consist of 49 person - years, approximately half U.S., half
Egyptian. The latter will include university-affiliated

staff on a part-time basis.

The principal activity of the MDP will be a series of sequential
and overlapping 33 week cycles of management and organizational
development services to selected companies. Each of these
cycles will focus on a specific industry and will combine
in-company management surveys, classroom training for groups

of managexc from each company, and on-the-job assistance

to participating managers in solving specific organizational
problems. A fee will be charged for the service from

the start.



Approximately twenty to twenty-~five overlapping and
sequential cycles will be programmed in the four and a half
years of Subactivity I., thus permitting forty to sixty
companies to participate. From this target group of
companies, the project will train and assist some 500 to 600

key managers.

The training and linked consultancy in Egypt will be
complemented by sending 10 to 157 of the participants in
small industry-specific teams to undertake issue-centered
study visits to firms in the U.S. for one month. They will
report back to their industries in Egypt on the way U.S.
firms cope with the issues in question, giving their views
as to what lessons and technology are appropriate for

adaptation and use in Egypt.

Case Studies and an Egypt-specific management simulation
will be developmed as part of the project. They will
be used in MDP training activities and will be made available

to local management faculties and training centers.

During the life of the project, activities and results will
be continually communicated to the business and management
education communities through channels such as industry
assoclations, professional meetings, and the mass media.

The aim of this communication will be both to inform various
groups and to stimulate demand for the services of this

project.

N



It 1s expected that by the end of the MDP there will have
been significant improvements in the economic performance
and the management processes in the target organizations,
that one or more private and/or public organizations will
be offering similar organization-oriented training and
consultancy services with competent staff on a regular
basis and that there will be significant use of such

gservices in the industrial sector.

The MDP s divided into two phases. The first phase
consists of the initial three vear period, during
which the US contractor will develop a plan for the
institutionalization of the process for modernizing
business management in Egypt through consulting services
and training. That plan then will be used by the US
contractor, the GOE and AID to develop the second phase
of the activity emphasizing institutionalization . The
bridge between the two phases is expected to be a gradual
one based on experience derived during the first three

years.

(B) INDUSTRIAL TECHNOLOGY APPLICATION (SUBACTIVITY II)

The goal of the Industrial Technology Application activity
(ITA) 1is increased production and employment resulting

from improved industrial productivity and expansion of the
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industrial sector. The purpose of the ITA is (1) to
help public, private and joint venture industria’® firms
to make more productive use of technology, and tou
identify, assess and introduce new and suitable technolog
in an effective manner and (2) to institutionalize Egyptian
capacity to provide such services,

The problem which the
ITA addresses is the absence of an accessible, credible
source through which businessmen can find useful information
or technical assistance at a reasonable price to help them
solve technological problems and/or identify and exploit
technological opportunities. It is a significant problem
that grows in importance as Egypt's business community tries
to respond to the opportunities and pressures of the

post-1974 liberalization policies.

The ITA will provide information and technical assistance
to the Egyptian public and private industrial sector starting
as a first step with in-firm diagnostic studies. This will
be followed up by providing technical information in

and helping industrialists identify and arrange for
assistance from qualified Egyptian specialists. When the
latter cannot be identified, assistance will be obtained

from U.S. specialists. Services will be provided to financial
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and other institutions serving the industrial community,

as well as to members of that community. In addition, the
ITA includes a compaign to increase general awareness of
technology and the benefits available from systematic
selection, improvement and proper use of it. It will
spotlight developments likely to be of particular interest
to Egyptian industry and generally promote project services.
Finally, to ensure that the services are institutionalized,
ITA activities  will include training for staff involved in
service delivery, and consultancy services to strengthen
overall management and central support services of the

implementing agency.

The ITA will be implemented by a unit to be created within
the Engineering and Industrial Design and Development Center
(EIDDC) of the Ministry of Industry and Mineral Wealth. The
new unit-tentatively ITAP: Industrial Technology Application
Program - will have field staff in Alexandria, Upper Egypt
and at least one other location, as well as field and

data resource staff in Cairo. Professional Egyptian staff
will increase from seven at the start to at least sixteen

by activity completion. EIDDC/ITAP will be assisted during
most of the life of the project by a technical assistance
team of three industrial engineers, including a team manager,
and for two years by a technical information specialist.

AID will finance a host-country contract for this team,

short-term U.S. and Egyptian technical assistance at the

N
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level of approximately 70 p.m.'s for U.S. personnel and

uo to 150 p.m.'s for Egyptian personnel, U.S. and in-country
training (150 p.m.'s), documentation and access to formal

and informal information networks as well as commodity
procurement such as vehicles, and office equipment.

Funds will be obligated for the full five years. GOE

will fund costs of EIDDC personnel, office space, support
staff for ITAP, staff incentives, most operating costs in
Egypt, support from &ther EIDDC departments and other Ministry
agencies, support EIDDC management and support staff services.
ITA clients will pay a fee services received. Nominal at

the start, the fee will gradually be raised and its revenues
increasingly used to take over local costs from AID and AID-
related sources in such a way that fee revenues will fully

finance ITAP by the end of the project.
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(C) VOCATIONAL TRAINING FOR PRODUCTIVITY (SUBACTIVITY I17)

Subactivity III, Vocational Training for Productivity (VTP)
supplements the efforts to improve management and technology
in Egyptian industry by addressing a third constraing to
productivity: the quality of skilled ianpcwer. The VTP
activity aims at improving the cuality and relevance of
industrial skills that in combination with management

and technology have a critical impact on industrial growth pro-
ductivity and efficiency. The VIP will strengthen the
Ministry of Industry and Mineral Resources' (MOIMR) ability

to equip entry level workers with skills required by employers,
upgrade the skills ofcemployedworkers; respond to company
specific training problems; and establish skill standards

and appropriate trade tests. During the activity special
attention will be given to assisting the

private sector and increasing skilled

employment opportunities for women. The VIP will be initiated
in two contiguous pilot regions, Alexandria and the Middle
Delta - but emphasis ﬁill be given to extending positive
experience to the entire country as soon as possible during

the life of the project.

The activity will provide approximately 620 months of long

and short term technical assistance, about 403 months of
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participant training and approximately $1.9 million of
commodities. The AID contribution is $17.5 million,

The GOE contribution is $5.5 million., The VTP will

directly support other GOE efforts to improve the Produc-
tivity and Vocational Training department's (PVTD)
vocational training system such as building new centers

and re-equipping existing centers through World Bank and
African Development Bank Loans II and III velved at appro-
ximately $26 million. AID assistance will also strengthen
the PVID's capacity to determine precise equipment needs

for the Bank's Fourth Educational loan, now being planned.
Technical assistance provided by AID will include analysis
of industrial training needs, establisbment cof j~structional
competencies and skills standards, preparation of curriculum
and instructional materials, instructor training, in-piant
training assistance and strengthening PTVD management. Short-
term participant training will cover industrial training
divectors and first line managers as well as upgrading of
PVID staff. Commodities will include equipment to fill
training center inventory gaps identified through task
analysis, establishment of audio-visual production and
delivery capability, materials to increase the amount

of practical training, small amounts of training equipment
and materials for individual companies, and equipment to
establish advanced or specialized training programs in

industrial companies.
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The Mission recognizes that many of the problem

Egyptian vocational training system are complex and

need to be more closely examined. Past studies, though
valuable in many ways, did not (or perhaps could not)
address specific problems which may now exist. Since

the Egyptian economy, and managerial methods of dealing
with it, are still rapidly changing, gaining clear definite
articulation of need is often difficult. The VTP
recognizes this problem and is designed to take advantage of the
aveilable information concerning vocational training
needs. However, it also recognizes that much information
about industry needs and the PVID system must still be
generated and acted upon. Rather than wait for studies

to be designed and completed the design has incorporated

a dynamic needs assessment process
which will activity become an essential element of problem
identification and resolution. Furthermore, developing
the VTP actively recognizes that companies have immediate
training problems that must be resolved. In essence,
further problem definition will occur in an operational
environment with a capability in the project to develop

appropriate innovative responses to those needs of problems.

LS
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(D) INNOVATIVE INDUSTRIAL ACTIVITIES (SUBACTIVITY 1IV)

This subactivity is designed to give the USAID and the
GOE flexibility in identifying and responding to other
important constraints to industrial productivity.

The pace and extent of structural) change in the

sector highlights new problems and exposes new
opportunities for creative interventions to improve
sectoral productivity. In some cases these new
opportunities may warrant small, experimental or pilot-
type interventions to test the efficacy of more
substantial efforts. In other cases, the level of
effort warranted to respond to a particular industrial
issue may be quite modest and timeliness may be far
more important than the magnitude of the effort. To
consider a hypothetical example, as the private Egyptian
cement producers face relatively rapid adjustments

from subsidized fuel to market priced fuel there

may be a strong interest in targeted short term TA

in the area of energy cost control systems for the
cement industry. ‘The funding available under the
Innovative Subactivity would provide a mechanism

for quick, targeted response to the problem.

¢
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One area where the Mission anticipates use of

these funds is the development of integrated
diagnostic tools which build on the experience of the
management, technology and manpower diagnostic work
of the activity contractors. Recognizing that
productivity is ultimately not a single measure
(some variation of an input/output ratio) but rather
a "family" of related measures, we anticipate the
need for multi-variable diagnostic tools to assist
in clarifying productivity problems in Egyptian
enterprises or subsectors which suffer from complex,

multi-casual efficiency constraints.

The Innovative Industrial Activity would also provide
a vehicle for the conduct of studies and analytic work
in the area of industrial productivity. As we increasingly

engage the Egyptians in the broad process of transition

| A
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from a "materials balance" apprpach to industrial
investment to a market-oriented»approach, issues of
productivity and efficiency will be at the heart of the
process. The innovative activities funds can be used

to support iniatives such as developing performance and
productivity criteria for public enterprises, adapting
international cost-accounting techniques to Egyptian
accounting formats, or even small experiments in quality
control technique or "productivity circles". Another
example - IBRD has worked out a Small Scale Enterprises
Credit prcogram with the Development Industrial Bank -

but it is dependent on some supporting TA, the costs of
which IBRD would like to share with A.I.D. If we were to
do this, it could have a significant impact on use of
IBRD resources for SSE. It is impossible to detail the‘
precise kinds of small initiatives which might be
supported, precisely because the purpose of this sub-
activity is to give us the capacity to respond to new -
issues and new opportunities in the area of industria;
productivity. Two strong candidates are: (1) a contréct'
for business consulting services with the IESC and (2)
technical assistance inputs for the IBRD Small Scale Enterprise

Project. An illustrative breakout of the subactivity
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is provided below simply as an indication of the probable
ranges of activities, not as an actual listing of

currently planned activities:

HYPOTHETICAL BUDGET FOR INNOVATIVE ACTIVITIES
$3 Million over 5 years

$ Per Year $ Life of Project

Consultant Teams
3 tears per year
@ $12,000/pm $110,000 $540,000

In-Plant Pilot
Productivity Activities

4 9 5125,000 $100,000 (avg) $500,000
Industrial Productivity

Studics $ 52,000 (avg) $260,000
2 @ $50,000

2 @ $80,000

IESC Contract $100,000 $500,000

TA Support to IBRD .- :
Small Enterprise Project $100,000 , $500,000

Training, Observation,

Conferences

In Egypt: $25,000/yr

Offshore: LT 20 Pyrs

ST 100 Pmos .,$140,000 $700,000

$ 3 Million

(Y
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III. PROJECT STRUCTURE

The structure of the project has two tiers: project

structure and a:tivity structure. The project structure

provides for overall coordination and management of the
sectoral activities both within the USAID and between
USAID and the GOE. The activity structures vary with
the purpose and scope of the subactivities and the

level at which day to day project monitoring and
Handbook III responsibilities are exercised. The
details cf activity monitoring for subactivities I, II,
and III are provided in the annexes to this PP amendment.

This paper outlines project structure and the activity

structure for Subactivity IV: Innovative Activities.

(A) PROJECT LEVEL

The Project is based upon an overall agreement among
four parties: The Deputy Prime Minister for Zconomic
and Financial Affairs, the Ministry of Industry, the
Ministry of Economy and USAID. The MOI is the
principal operating counterpart for the first three
Sub-Activities. The Ministry of Economy is the
principal operating counterpart for Sub-Activity IV,

Each of the subactivities is structured with

N
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counterpart relations with some element of the MOI

(in Subactivity I, the MinEcon and Joint Business Council
are also counter parts). '"Implementing Agency'" respon-
sibilities as defined in Handbook III are described

in the subactivity annexes. The overall project

has no "implementing agency'" requirements other than
those agreed to within the subactivity agreements with

the GOE.

Within USAID, management of the project is assigned
to the Assistant Director for Industry and Trade
(AD/IT) or to his designee. The project manager will

have three distinct roles:

(A) serves as chairman of the Project Coordinating

Committee comprised ot all the subactivity managers.

His responsibilities in this capacity are advisory

rather than executive). Day-to -day activity

mangement (both technical and financial) rests with

the designated activity managers, The Chairman

of the Committee of Coordination is responsible for the
development of procedures which insure the effective

flow of information among the subactivities variously

between USAID activity managers, among activity

contractors, and among Egyptian corporate clients

of the subactivities
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(B) Directly ranages Subactivity IV: Innovative Activities
with all regular Handbook 3 responsibilities

(C) Serves as the manager of the overall project
in matters regarding the operation of the project
as distinct from its subactivities(e.g. is responsible for
Inter-activity fund transfers, review of project financial
status, observance of project deadlines such as the
PACD, periodic submissions of PES documents, and any
amendments which may alter either project purpose or
project funding levels). The Project Manager clears
all scopes of work and subobligating documents
(PIO/T's, PIO/P's, PIO/C's, contracts etc), and insures

conformity with the overall intent of the project.

The project coordinating committee is comprised as
follows (staff elements of the Mission participants as approprij-
ate): Project Manager (JT) Chairman

Activity Manager (MDP-Subactivity I)

Activity Manager (ITA-Subactivity II)

Activity Manager (VTP-Subactivity III)
This committee is responsible for insuring free and full
Information flows among the subactivities. The exercise

of these responsibilities may involve, inter alia:

- regularly scheduled coordination meetings in the USAID

- systematic exchange of reporting documents among

the committee members.

\)
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development of agreed sectoral and subsectoral

priories for the subactivities (eg food processing

could be identified as a priority target for management,
technology and vocational inputs).

development of procedures for a common data base for the
subactivities and their respective contractors |
cvordination of subactivity evaluations

developing proposed mectanisms for interrelating Egyptian
public aid private sector coordination among the sub-
activities to assure most effective linkages.

regular meetings among the subactivity contractors
systematic exchange of reporting documents among the
subactivity contractors .
conferences, meetings or seminars involving the

client firms of the subactivities

systematic referral procedures to direct clients of

one subactivity to another subactivity as appropriate
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SUBACTIVITY LEVEL PROJECT STRUCTURE

Each subactivity will be managed and monitored by a

designated activity manager. At present these

designations are as follows:

Subactivity 1: Office Director HRDC)S&T or designee
Subactivity II: Office Director HRDC/S&T or désignee
Subactivity III: Office director HRDC/EDU 6r désignee
Subactivity IV: AD IT or designee

These subactivity management designations can be

reassigned by the Director, USAID as appropriate. The

Activity manager will normally be responsible for the

following:

1.

Prepares (or arranges for preparation of) the

PIO/T and related scope of work and assures its
appropriate clearancc and issuance to initiate the contracting
or grant process; after approval by the Project Officer.
Participates in the process of selecting the contractor
Reviews and clears the draft contract, grant or
cooperative agreement and recommends approval to

the Project Officer by action memorandum;

Participates in/or monitors GOE negotiations with the
prospective contractor

Maintains personal liaison with the contractor
following award of the contract or grant;

Monitors the substantive and technical performance

of the contractor
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11.

12,

13.

- 23 -

Assures complianceby the contractor with the

terms of his contract and arranges for corrective action
for any deficiencies;

Analyzes and comments upon reports required from the
contractor or grantee; and insures their circulation

to the Coordinating Committee & other contractors;
Administratively approves contractor or grantee

voucher submitted for payment; |

In constltation with the Project Officer and

Contract Officer, assures that scope of work, PIO/Ts,
and contracts are revised as necessary so as to reflect
agreed upon changes in contract implementation;
Evaluates the performance of the contractor;
participates with USAID evaluation staff in activity
evaluations. Participates in the preparation of the
Project Evaluation Summary (PES) in those areas rélating
to the subactivity; “
Assures that all relevant documents and correspondence
are maintained in the contract or grant file;

Makes periodic visits to the site of the site of the
project or activity and prepares the standard USAID/Cairo

site reports on a scheduled basis.

W
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Serves on the Project Coordinating Committee

Participates in sectoral activities sanctioned

by the Coordinating Committee such as seminars,
meetings and joint-reporting efforts which involve
the contracts and counterparts of other project’
subactivities

Insures that contractors and counterparts of the
subactivity are fully and regularly apprised of

substantive actions in the other subactivities.

GOE IMPLEMENTATION RESPONSIBILITY _

The project agreement will te signed by the Deﬁuty
Prime Minister for Economic & Financial Affairs,

the Minister of Industry and the Minister of State
for Economy. Project level implementation responsi-

bility for achieving overall project objectives of

.relieving constraints to industrial producrvivity is

shared between these two operating ministries (although
there arealso public sectors companies operating under

the aegis of otter ministries - eg building materials

under Ministry of Housing - which will benefit from the
work of each of the four Sub - Activities). All the
financing in the project is tied to subactivities, and each

subectivity has specific GOE implementation responsibilities:

U
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Management Development (Subactivity I):

Signatory Ministries: (1) Deputy PM, (2) Economy
Implementing body: Project AdCom(MinEcon, Joint

Business Council, Ministry of Industry)

Industrial Technology (Subactivity II):

Signatory Ministries: (1) Deputy PM, (2) Economy and (3)
~ Industry
Implementing body: Engineering and Industrial Design

Center of the Ministry of Industry

Vocational Training (Subactivity III)

Signatory Ministries: (1) Deputy PM, (2) Economy, (3) Industry

Implementing body: Productivity and Vocational Training

Department, Ministry of Industry

Innovative Activities Subactivity IV

Signatory Ministry: Economy

Implementing body: As appropriate

IV. PROJECT FINANCIAL PLAN

(A) Sources and Application of Funds

The total cost of the project is estimated at
$53,084,000. Of this cost AID will provide $39.Million
and the GOE will provide a slightly more than $14 million
in local cuirrency equivalent. GOE contribution will be
both financial and in kind and will include a range of

user-fees charged to participating companies. The

VL
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strategy of charging user-fées-insteéd of leaving all counter-
part costs to be.met from minigé;y budéets is an important element
of the'project‘strategy tbipfomofe éorporagé efficiency and
productivity.. Assigning.financiéi'costs tp inbuts (including
technical éssistance) is an important educétional component

»

of the project strategy.

The project will have an initial five anr-duration beginning

in FY 1982 and continuing until FY 1987.->36wéVer, dependent on
whether additional sub-activities are added at a subsequent date
(and on whether any of the presently defined sub-activities should
subsequently be extended), there could be a longer time frame
involved. The disbursement schedules for the four subactivities
are detailed in the subactivity annexes. Each subactivity
involves a specific GOE implementing agency and has a specific
agreed-upon financial plan. All of the plans are summarized

in this umbrella document, and the project makes proQision

for transfer of funds between subactivities when the project
management and mission management deem this necessary. Inter-
activity transfers are not certain, but rather a contingency
provided for in the event of changes in project environment

so substantial as to warrant internal reallocation. The
financial plans provided in the éctivity annexes represent

the Missicn's best judgement of the LOP costs for each

activity.
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AID funds will be used for all estimated foreign exchange
requirements. These total approximately $31 million

or almost 60% of total project costs. Approximately $9
million of AID financing will be used for local currency
expenditures. These funds will support such items as
contractor offices, remuneration of Egyptian professional
contract staff, baseline studies, policy research, case

development costs, and in-country evaluation expenses.

(B) Subactivity Financial Plans

The Mission has carefully reviewed the financial plans
for each subactivity and judges these plans to be
comprehensive and sound. Each subactivity has been
judged to be financially viable, and tﬁe mission has
determined that the overall objectives of the

project can be achieved within the costs and timeframes

allowed for in the project.

Five tables are provided to summarize the financial
structure of the project. Additional financial
details are incorporated in the subactivity annexes.

The five tables herein are as follows:

TABLE ONE: PROJECT SUMMARY COSTS AND FINANCIAL PLAN
TABLE TWO: SUBACTIVITY I COSTS AND FINANCIAL PLAN

TABLE THREE: SUBACTIVITY II COSTS AND FINANCIAL PLAN
TABLE FOUR: SUBACTIVITY III COSTS AND FINANCIAL PLAN

TABLE FIVE: SUBACTIVITY IV COSTS AND FINANCIAL PLAN

LY
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RELIEVING CONSTRAINTS TO INDUSTRIAL PRODUCTIVITY

EXECUTIVE SUMMARY

PROBLEM: A quarter century of increasingly centralized
planning of indusctry, coupled with administratively
determined prices (as opposed to market determined prices)
for virtually all industrial inputs from labor and capital
to raw materials and virtualiy all industrial outputs

has institutionalized low levels of efficiency in most
Egyptian industrial enterprices. Both public and private
sector firms have operated in an 2nvironment where
traditional pricing signals were muffled or absent. The
secgor is characterized by productivity weaknesses of many
kinds:

- on the shop floor:
too many workers with the wrong sets of skills
working in inadequate supervisory structures.

- on the production line:
technologically inefficient or inappropriate
production equipmenc, poorly selected and poorly
maintained. Input wastage.

- in the warehouse:
excessive inventories /both feedstock and product)
reflecting weak planning, uncertainty of ingut
availability, physical rather than financia
accounting modes

-at the financial level:
subsidized production inputs (energy, raw materials,
etc.) combined with high tariff protection and
cheap capital, all leading to inefficient allocations

- In the executive suite:
a few highly skilled managers stretched far too
thinly over tiers of less skilled and less motivated
middle managers and superviscrs

It has been estimated that a 5 percent overall improvement
in public sector manufacturing alone would yield an annual
dividend of about US $1 Billion if three conditions were

met:

capital efficiency: 5% reduction in the real
capital outgut ratio (i.e., improved capacity

utilization

75
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input efficiency: 5% reduction in the quantity of nroduction
inputs (energy, raw materials) per unit output throuch better
waste management and cost accounting.

labor efficiency: 5% reduction in the numher of employees
required to man each plant (i.e., more efficient use of
better skilled labor).

Obviously any such dividend from increased efficiency of public sector
companies could have a dramatic effect on the availability of
resources for new development purposes.

STRATEGY:

This project capitalizes on the broad consensus amonqg Fqvptian
managers (public and private) that the "Open Door" policies are
sufficiently advanced to permit major attacks on constraints to
industrial productivity. It is organized aroun” a recoanition that
the sources of inefficiency and therefore the routes to improved
productivity are multiple and interdencndent. A coordinated aporoach
to improvements in industrial management, industrial technoloav and
labor skills forms the strateqgic centerpiece of the proiect. PRespondinc
to Egyptian industrial needs is not, bowever, a one-shot or static
process. The project, therefore, provides *undina to sunoort small
scale innovative activities in the industrial sector aime” at
nroductivity gains as the opoortunities for these interventions
arise.

INPUTS:

The project consists of four technical assistance activities
which support and augment the mission's extensive canita).
investment in the sector:

AID($000's) GOF TOTAL (5000's)

Subactivity I:
Management Development .
for Productivity 8,500 3,008 11,508

Subactivity II:
Industrial Technology
Application 10,000 4,576 14,576

Subactivity III:
Vocational Training
for Productivity ~ 17,500 5,500 23,000



iii

AID($000's) GOE TOTAL ($000's)
Subactivity IV: Innovative
Productivity Activities - 3,000 1,000 4,000
39,000 14,084 53,084

Each of these four technical assistance activi .ies will
involve U.S. and Egyptian business professionals in detailed
work with Egyptian firms (private and public). Where
appropriate, firms will be referred among the four subactivities
(e.g., if a productivity audit under the manacement activity
reveals basic technology problems in an Egyptian food
processing firm, they will be referred to the technology
subactivity). AID financing will bring internaticnal
gquality business consulting inputs to the best Egyptian
firms. The overall aim of the program is to leave behind

a more eificient set of public and private manufacturing
enterprises and to build a permanent set of rFayptian
institutional capacities to provide world-class technical
consulting in key areas of productivity (management,
technology, manpower develcrpwent). In an environment

where AID is already makina heavy resource transfers, this
project seeks to make sector-wide transfers of business
technology and build sector-wide institutional capacity

to continue this technological development.

RECOMMENDATION:

USAID/CAIRO recommends that the Administrator approve this
document which formally amends the project paper for
project 263-0090 (Management Development for Productivity).
The amendment adds grant funds totalling $30.5 Million to
the project and retitles the project Relieving Constraints
to Industrial Productivity. The amended and retitled
project consists of the four technical assistance
activities described above. The restructured project
permits efficient mission coordination of productivity-
related industrial TA to insure maximum sectoral

impact.

1



iii (a)

SUMMARY OF AID FINANCED INPUTS BY ACTIVITY AND INPUT CLASS

(Us $000's including inflation & continpgency)

I 11 111 IV
(MGMT) (TECH) (VOCED) (INNOV) TOTAL

Technical Assistance 6,420 8,385 12,351 1,600 28,756
Training 986 T76 2,304 1,000 5,066
Commodities 775 33;° 2,500 300 3,912
avaluation &

rerformance

Yonitoring 307 500 345 100 1,252
iseellaneous &

Hounding

Factors 12 2 - - 1k

TOTALS 8,500 10,000 17,500 3,000 39,000
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RELTEVING CONSTRAINTS TO INDUSTRIAL PRODUCTIVITY

1. PROGRAM BACKGROUND

Egypt seeks fundamentally to restructure and rebuild its
industrial sector over the 1880's. The 1970's witnessed
dramatic and sometimes painful political and policy

changes which served as the necessary precursor to
structural change in the sector. The most dramatic

and (for a time) the most controversial of these political
changes was the public renunciation of a highly centralized,

socialistic and public sector dominated economy to a public

commitment of Egypt - in both domestic and international fora

to a liberalized mixed economy in which private sector
participation in both trade and industry would play an
important role and in which foreign investment and foreign
technology would be harnessed in support of national economic

development.

Many - both within and without Egypt - optimistically
overestimated the rapidity with which the rhetoric of
liberalization could be translated into reality.

With the advantage of hindsight, it is not surprising

that considerable time was required simply to achieve



popular and bureaucratic acceptance of Egypt's radically
redefined economic.policies and objectives. Equally, it

is not really surprising that a quarter century's effort in
building institutions, legislation and staff for a o
centrally planned state industrial sector woﬁid not be

easily undone nor easily replaced.

If the 1970's were the years of political restructuring,

the 1980's are to be the years of institutional

restructuring. Amona both politicians and technocrats

there is a sharpened awareness that Egyptian industry
requires new structures, new systems and new institutions
to place it a strong a competitive position regionally
and globally. The constraintg to growth and productivity
in Egyptian industry today are:legion, 'A,parfiai listing
of structural and institutionél constraint; would touch

on topics in such areas as:

- 1industrial management

- industrial engineering

- industrial technology

- manpower skills on the workshop floor
- supervisory manpower skills

.= industrial finance

- Equipment and plant maintenance

Al



- 1input and output pricing policy
- industrial investment incentives
- import and export regulations
- industrial legislation
- taxation and requlation of industry
- environment and worker safety |
= industrial infrastructure (incl power, 
transport, communications)
- etc. - |

- etc.

USAID's involvemen£ in the industrial sector since 1975 has
been extensive. We have directly financed major new plant
investment in textiles, cement, pipe production, etc. We have
established a structure for substantial rehabilation of major
public sector industrial plant capacity. Our commodity
financing has provided substantial quantities of industrial
chemicals, industrial raw materials, and industrial equibment
and spares to both public and private sector firms, We are
supporting technical assistance to the GOE inareas such as
tax policy, industrial free zones, development banking,
capital market operations, etc. Both on the capital and
technical assistance sides we have made some major

inroads against discrete obstacles to industrial development
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in Egypt. But there is a broad consensus anong Egyptian
and American observers that significant generic problems
cont inue to constrain growth and productivity improve-

ments within the sector.

Over the past twelve months this consensus has been
articulated by the Egyptian Ambassador in Washington, by

the Egyptian Minister of Industry, by Deputy Prime

Minister Meguid and on the Aﬁérican side by senior officials
from both AID and the Department of State. The underlying
theme of this position is that é development effort of the
scope and scale which the U.S. and Egypt are jointly
mounting poses problems and issues which transcen® the
compass of conventional AID projects and prograﬁming

tools. The structural and institutional characteristics

of the industrial sector as whole are dynamically
interdependent upon one another - new technologies pose

new management demands, new management systems demand
altered performance from the workers on the shop floor, the
rigors of the export market demand new levels of quality
control and new production technology. Single USAID-financed
project interventions can never adequately encompass the

full range of these complex and changing interactions across

O+



the full spectrum of the Egyptian industrial sector.
Unforeseen requirements arise which fall outside the scope
of ongoing projects‘and the ongoing projects themselves

give rise to new needs as a byproduct.'of their own success.

F;Sm bbth the_ﬁgyptian and AID perspectives, thefe is sub-
stantial merit t6 the establishhent of sectoral program
tools which will permit faster, more ‘flexible and more
integrated technical assistance to relieve constraints to

growth and productivity in the Egyptian industrial sector.

This PP amendment outlines the framework within which USAID
CAIRO intends to manage and coordinate sectora}'technical
assistance for public and private'sector industry.. The
framework proposed is in no way intendéd‘to replace or
diminish discrete, targeted project assistancg (both capital
and technical); rather, it is intended to direct technical
resources rapidly and effectively in those‘géneric

areas of the sector where the project mode is inherentlv
insufficient. This is the second sector (Energy was

the first) where we have determined that sectorally
structured TA is an appropriate supplement to our

project portfolio.
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II.

PROJECT DESCRIPTION

The Project, ontitled Relieving Constraints to Industrial

Productivity (RCIP), is a management framework for sectoral

technical assistance activities. It provides a setting for
technical and financial management of discrete(but integrated)
packages of activities directed to particular sectoral
constraints. The principal elements of RCIP are four at this
time;

- Subactivitiy I: Management Development for Productivity

- Subactivity II: Industrial Technical Application

- Subactivity III: Vocational Training for Productivity

- Subactivity IV: Innovative Industry Sector Activifies

The first three of these are fully described in PP documents
which are subsumed within this PP amendment as annexes .

A summary recap of the three illustrates the conceptual
inter-relations among the activities, the Fourth Sub-Activity
1s described in Part IID below.Other discrete Sub-Activities
may be defined in the future, If this should occur, they would
be justified through the normal PID/PP amendment process.

(A) MANAGEMENT DEVELOPMENT FOR PRODUCTIVITY (SUBACTIVITY I)

The goal of the Management Development for Productivity subactivit:
(MDP) is to increase Egyptian industrial organization effective-
ness particularly in terms of productivity. The purpose of the
MDP Subactivity is to improve management in 40 to 60 public

and private sector business organizations, and to increase the
demend for, and the supply of effective managemént and organiza-

tional development services in Egypt. To accomplish.this, the MDD
will train key managers in selected firms and industries, assii[;
5

them in applying what they :jg



PROJECT: RELIEVING CONSTRAINTS TO INDUSTRIAL PRODUCTIVITY

SUMMARY COST ESTIMATE AND FINANCIAL PLAN (Summurizes Activity Financial Plans)

TABLE I

PROJECT No, 263~

AID

(_FX+LC )
Subactivity I
(Management) 8,500
Subactivity I..
(Technology) 10,000
Subactivity III
.Vocational) 17,500
Subactivity IV
.Innovative Act.) 3,000
>ROJECT TOTAL 39,000

(u,s, $000's)

GOE
( Lc)

TOTAL

( FX + LC )

3,008
b,576
5,500
1",‘o'oo

1k, 08k

11,508
14,576

23,000

_k,000

53,08k

Ny



TABLE 2
SUBACTIVITY I: MANAGEMENT DEVELOPMENT FOR PRODUCTIVITY

SUMMARY COST ESTIMATE AND FINANCIAL PLAN

($000)
AID COMBINED
5OURCE FX LC TOTAL GOE * OTHER FX LC TOTAL
. _GOE
USE

JIRECT PROJECT

Tech, Assist,- 3,612 816 L,k28 1,116 - 3,612 1,932 5,544
Sp. Tr. Comp, 420 265 685 — 443 420 708 1,128
Off, Fac. & Equip 40 Lgs 535 -—- -— 4o 495 535
Eval, & Surveys 83 129 212 -—- — 83 129 212
‘otal Direct 4,155 1,705 5,860 1,116 443 4,155 3,264 7,36k
‘ndirect —— —— ——— ——— 238 — 238 238
‘ontingency 31k 128 b2 84 50 31k 262 576
nflation 1,207 991 2,198 655 422 1,207 2,068 3,275
roject Total 5,676 2,824 €,500 1,855 1,153 5,676 5,832 11,50¢

Fees charged to particular companies’



Inputs

[.a. Per, LT &
Support

(.b. Per, ST &
1, U,S,
2. Egyptian
iI. Services
II, Info, Dis,
V. Training

r, Commodities

'T, Operations

'II. Special Costs 10

‘III. Evaluation

X. Contractor,
head & Fee
o Ind. Support
UBTOTAL
nflation
ontingency
Total

TABLE 3

SUBACTIVITY II: INDUSTRIAL TECHNOLOGY APPLICATION

SUMMARY COST ESTIMATE AND FINANCIAL PLAN

AID GOE TOTALS

X il Lc X e TOTAL
1,658 374 331 1,658 T0S 2,363
790 270 - 790 270 1,060

- 346 71 - b17 k17

675 - - 675 - 675

' 81 181 - 8 181 262
M2 6 . i3 T 496
216 - - 216 - ‘ 216

T2 165 : 141 T2 | 306 378
6" 246 10 ’25?” ' ' 262

51 29 - .9 29 . 80
Over- - R |
1,000 - - 1,000 - 1,000
- - 1,778 - 1,718 1,718
4,985 1,435 2,567 4,985 4,002 8,9@7
2,151 939 1,809 2,15 2,748 4,899
3712 118 200 372 318 - 690

$7,508  $2,k92  $L,576 $7,508  $7,068 o 41,576

7
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SUBACTIVITY III:

AID

Contract Cost

Personnel Services
Participant Training
Commodities
iscellaneous
Overhead & Fee

Total Contract

jther Costs

Evaluation

Special Consultants

Total Other
Sub-Total AID

!ontingencx
nflation

Total AID
-OE
ther Costs
Personnel Services
Office Space
tiiscellaneous
Sub-Total GOE

nflation

Total GOE

PROJECT TOTAL

TABLE L

SUMMARY OF COST ESTIMATES AND FINANCIAL PLAN

(In US $000's)

VOCATIONAL TRAINING FOR PRODUCTIVITY

FX LC TOTAL
4,150 1,200 5,350
1,571 123 1,694
1,860 - 1,860
69 681 750
2,982 - 2,982
10,632 2,004 12,636
39 15 L

200 - 200
239 15 254
10,871 2,019 12,890
806 150 956
2,681 973 3,654
14,358 3,142 17,500
- 3,400 3,400

.- 36 36
- 208 208
- 1,856 1,856

, - 5,500 5,500
14,358 8,642 23,000



- 32 -

TABLE

SUBACTIVITY IV:

SUMMARY OF COST ESTIMATES AND FINANCIAL PLAN -

5

INNOVATIVE ACTIVITIES

AID

Personnel Services
Participant Training
(local & offshore)
Commodities
Contingency

GOE

Personnel Services
Offices & In Kind
Miscellaneous

PROJECT TOTAL

( In U.S. $000's )

FX - o LC "TOTAL
900 400 1,300
700 300 1,000
200 100 300

300 100 _ ___koo

2,100 900 3,000
300 300
koo koo
300 300

2,100 1,900 4,000 .




V. PROJECT EVALUATION PLAN

While detailed activity evaluation plans are provided
in each subactivity annex, there is an important need
for sectoral evaluation of the project's impact upon
the basic problem of industrial productivity. This
will require the development of productivity measures
(or, where the precision of productivity "measures"
cannot be attained, then aggregate productivity
"indicators" will be developed). The evaluation frame-
work of the project willi seek verification of pro-
ductivity cains at three levels:
- erterprise level (through subactivity evaluations)
- subsector level (e.g., the cement subsector, |
or the private electronics subsector)
- sector level (national, aggregate measures
and indicators of productivity in

the manufacturing sector).

The initial analytic work on developing sector level
measures will be financed through the "Innovative
Productivity Accivities" budget of the project. Based
on mission review and analysis of this work, a sector

level external evaluation system will be established

41



-34-

by the 12th month after the signing of Implementation
Letter One. Both the Ministry of Industry and the
Ministry of Economy will be directly involved in the
establishment of baseline measures and in the design

and implementation of a five year evaluation plan.

It is anticipated that two major external evaluations

at the sector level will be conducted - one in September
1983 and one in the 48th month following this PP amendment.
The content, scope and composition of these external
evaluations will be determined during the evaluation
design stage. A total of U.S. $100,000 will be reserved -

from Subactivity IV funds to cover project level

evaluation work. Subactivities I,II and III have

discrete activity-level evaluation budgets.
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A. EXECUTIVE SUMMARY

PROBLEMS. Although Egypt has achieved generally favorable pat-
terns of distribution of income and services, the level is well
below what could be produced with the resources being used. On
any measure, productivity is low. While the Egyptian environment
puts many constraints on industrial enterprises which may put tech-
nologically attainable levels of productivity out of reach, manage-
ment is still a key determinant of the levels that are attained.
There are well-run, effective Egyptian enterprises, but Egyptian
industry needs far more managers who can cope effectively with the
integrative management process and the various Junctional areas
of management. The return on AID's portfolio of investments and
all of Egypt's efforts to improve productivity will be disappointing
as long as the need for improved management is not met.

STRATEGY. The MDP project is user-oriented. Attention is to
individuals and organizations, learning and application of skills,
top and middle management, and managing in the Egyptian environ-
ment. The key instrument combines company diagnostic with class-
room training and follow-up consulting for groups of managers from
companies in selected industries. This is to solve real procliems
with an economic impact and to develop a "critical mass" of skilled,
motivated managers in each company to ensure continuing impact.

High performing managers will form industry task forces to study and
report on U.S. firms' approaches to issues of Egyptian concern.

Half of professional personnel inputs wiil be Egyptian, via arrange-
ments to be made by a U.S. contractor with AID approval. Local
capability to deliver these services will be enhanced through in-
creased ability of Egyptian staff, and of any Egyptian organization
providing that staff under a sub-contract, a likely arrangement we
shall encourage. Gudidance will come from the Egypt-U.S. Business
Council, tMinistry of Economy, and Ministry of Industry and Mining.

RELATIONSHIP TO CDSS. The primary criteria of the country dev-
elopment strategy in the 1982-1986 period are concerns of stability,
productivity, and equity. During the recent past, stability has
had top priority. It will continue to be important, but productiv-
ity and equity will now have higher priority than has been the case.
Productivity is central to the liberalization of the Egyptian eco-
nomy. Thus, we are targeting our investments to have the greatest
possible impact on productivity. An important element in our stra-
tegy is an emphasis on management, planning and key issues associ-
ated with productivity, along with the investments we are making in
the rehabilitation and expansion of the industrial, infrastructural

4K
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B. RECOMMENDATIONS

USAID/Cairo recommends that AID/W approve a grant to the
Government of Egypt (GOE) in the amount of $8.5 million.
USAID also recommends that the full sum required for chis
project ($8.5 million) be obligated in FY 1980. Further,
it recommends that a determination be made pursuant to
Section 612(b) of the Foreign Assistance Act to permit
dollar financing of local currency costs. Such costs
represent half of total costs. Egyptian sources will pay
approximately 267 of total project cost, which we consider

the most it is reasonable to expect in such a case.

Summary .of Proposed Funding (All 4.5 Years)
(All in terms of $000)

AID_ GOE
Inputs/Source uss . _LE* LE* Total
Technical Assistance 3,612 816 1,116 5,544
Special Training cOmpon-

ents , 420 265 443 1,128
Office, Facilities,

Equipment . 40 495 - 535
Evaluation & Surveys .83 129 - 212
Subtotal ' 4,155 1,705 1,559  7.419
Indirect Costs | - - 238 238
Contingency 314 128 134 576
Inflation 1,207 _ 991 1,077 3,275
Total : 5,676 2,824 3,008 11,508

* Dollar equivalent.



C. DESCRIPTION OF THE PROJECT

The goal of this 4.5 year management and organization
devalopment project in Egypt is to help increase industrial
organization effectiveness, particularly in terms of produc-
tivity. Project purpose is to improve management in 40 to
60 public and private sector business organizations, and to
increase the demand for, and the supply of effective manage-
ment and organization development services in Egypt. To ac-
complish this, the project will train key managers in selec-
ted firms and industries, assist them in applying what they
learn to solve organizational problems in their companies,
and send some of them on short missions to the U.S. in is-
sue-oriented, industry-specific task forces.

An Advisory Committee consisting of senior representa-
tives of the Egypt-U.S. Business Council (JBC), the Ministry
of Indust:.::'y'l and the Ministry of the Economy will provide
overall guidance to the project and play a key role in sel-
‘ ecting the industries and firms J}1 which increased effece
tiveness will have the greatest overall impact on the eco-
nomy. Project implementation will be the responsibility of
an American-Egyptian team provided by a U.S. contractor work-
ing with one or more Egyptian sub-contractors and/or pro-
fessional specialists. Professional personnel inputs will
consist of 49 person-years, approximately half U.S., half
Egyptian. The latter will include university-affiliated
statff on a part-time basis.

The principal activity of the project will be a series
of sequential and overlapping 33 week cycles of management
and crganizational development services to selected compan-
ies. Each of these cycles will focus on a specific industry
and will combine in-company management surveys, classroom
training for groups of managers from each company, and on-
the-job assistance to participating managers in solving

-

1. Throughout the Project Paper this refers to the Ministry ‘7
of Industry and iining. <§i—c>

-



specific organizational problems. A fee will be chargeé for

the service from the start.

Approximately twenty to twenty-five overlapping and
sequential cycles will be programmed in the four and a half
years of the project, thus permitting forty to sixty com-
panies to participate. From this target group of companies,
the project will train and assist some 500 to 600 key man-
agers.

The training and linked consultancy in Egypt will be
complemented by sending 10 to 15% of the participants in
small industry-specific teams to undertake issue-centered
study visits to firms in the U.S. for one month. They will
report back to their industries in Egypt on the way U.S.
firms cope with the issues in question, giving their views
as to what lessons and techniques are appropriatc for adap-

tation and use in Egypt.

Teaching.cases and an Egypt-specific management simu-
lation will be developed as part of the project. ‘They will
be used in project t:éining activities and will be made a-
vailable to local management faculties and training centers.

During the life of the project, activities and results
will be continually communicated to the business and man-
agement education communities through channels such as in-
dustry associations, professional meetings, and the mass
media. The aim of this communication will be both to inform
various groups and to stimulate demand for the services of
this project.

It is expected that by the end of the project there
will have been significant improvements in the economic per-
formance and the management processes in the target organi-
zations, that one or more private and/or public organizations
will be offering similar orcanization-oriented training and
consultancy services with competent staff on a regular basis,
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and that there will be significant use of such ser-
vices in the industrial sector.

The project will be divided into two phases. The
first phase will consist of the initial three year
period, during which the US contractor will develop a
plan for the institutionalization of the process for
modernizing business management in Egypt through con-
sulting services and training. That plan then will be
used by the US contractor, the GOE and AID to develop
the second phase of the project emphasizing institu-
tionalization. The bridge between the two phases 1is
expected to be a gradual one based on experience derived
during the first three years.



D. SUMMARY FINDINGS -

This project comes at a very opportune time. The eco-
nomy of Egypt is being liberalized, public sector firms are
under considerable (and growing) pressure to increase prod-
uctivity, and the management education community is anxious
to do precisely the kinds of things proposed here after
many years of ineffective alternative approaches to meet-
ing management needs. There are certainly environmental
constraints of a legal, bureaucratic or other nature which
limit what managers can accomplish, but it is equally clear
that within those constraints improved management can result

in significant productivity improvements.

Project design is based essentially on inputs from
Egyptian business, education and government circles, and ;s
consistent with lessons AID has learned from recent exper-
iences clsewhere. We are confident that it is feasible and

sound, in both technical and social terms.

The project has been effectively conceived to ensure
that the effects are felt by organizations, not only indiv-
idual managers, and that project impact spreads well beyond
the individuals and even the companies directly involved.
While there is no pre-selected local organization in which
the delivery of project services is to be institutionalized,
we consider this a strength for this project in this con-
text. Effective institutionalization is at least as likely
with the approach used here as with any alternative,rand
other risks have been decreased with this approach. As is
noted in the discussion of project issues, resources and
practices in Egypt create several options, i@ prelimirary’

-5a~
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indications are that this approacn will draw in the most
qualified organizations and individuals.

Financial viability Jdepends on the readiness of com-
panies to pay fees which are less 1n terms of daily cost per
fpartucipating manager than local private and public firms are
now paying for executive seminars (which co not offer the in-
company assistance and other additioral outputs of this pro-
ject). Given this, ané the increasing pressures on companies
(particularly in the public sector) to attain higher levels
of productivity, we consider the project financially viable.
Least-cost and break-even analyses, complemeated by recog-
nition of qual.. tative considerations, also persuade us of

its economic feasibility.

This project is ready for immediate implementation
once the Project Paper is apprcved. The Egypt-U.S. Business
Council and the GOE are anxious to have this follow-on to
the MMEP pilot activity operationzl as soon as possible.
The Mission would also like to see it move forward rapidly'
and to have a contract signed by early December.l This
would permit work to begin in January of 1981 and the first
training cycles to start before the summer.

The project meets all applicable statutory criteria.
The Statutory Checklist is attached as Annex E,

E. PROJECT ISSUES

The principal issues that have come up in discussion
‘within AID and with Egyptians are discusseé here and, where
appropriate, in the text of the Project Paper.

city Bujldinag and Institutionaljzation

USAID has a clear intellectual preference for building
on established institutional bases. We also recognize that

l. See Annex D for a Network Analysis of the process of moving
from Mission Project Paper approval to contract Signature.
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the histories of the principal management institutions in
Egypt make this an objective more easily articulated than
achieved. We are not, however, proposing to create a new
major management training institution in Egypt. It is our
view that present capacity in this area is adequate in terms
of trained Egyptian specialists, and even of numbers of in-
stitutions. However, there is no one institution whose mis-
sion, capacity and image with the target population are
appropriate to the lead role in a project with the aims of
MDP. One of the aims of the project is to change that situ-
ation, at least in terms of the capacity and image of local
management institutions, and preferably also in terms of
mission. .
This project will draw significantly on existing Egypt-
ian capacity and will increase it. We would like to see the
U.S. contractor join forces with an Egyptian management train-
ing institute (e.g. a unversity business department) or a
consortium of such organizations. 1In practice, we expect
this to happen. However, our experience in "arranging"”
such fmarriageS" has not beén encduragipg. Thus, while we
insist on a major role for the Egyptians and would prefer '
that this be through management education institutions, we
accept the possibility that the contractor may have to work
through a private group or firm, or individual Egyptian

specialists.

Regardless of the organizational arrangements, the
project will result in increased Egyptian capacity to gel-

iver the type of service it offers. This will be embodied
in,
e Individual Egyptian professionals, wnhose knowledge,

skills and experience will have increased through
their work as full-time or part-time project staff:

e Egyptian management educational institutions, which
will have open access to all training materials devel-
oped by and for the project, and will have staff who
have increased their knowledge of Egyptian management
realities by naving developed cases under project
auspices and/or by having done training and consulting
with the project on a part-time basis (normal 2rag—
tice in Ecypt); and i)



® Any post-project canbination of project staff mem-
bers in & private or public organization (e.g. a
firm or a faculty) to provide similar services af-
ter termination of AID support.

Only t; a2 limited extent should the MDP project be
compared with projects designed primarily to increase local
ability to déliver the services offered by the project, and
even then weaknesses in highly directive designs must be
acknowledged. In this case, the design is such as to in-
crease capability, but without AID prejudging in the design
ptase the way in which the increased capability is to be
institutionalized. The institutional base and experienced
professionals already exist in Egypt; we will leave it to
the more motivated among them to ensure that they benefit
from the project. Indications are that interest will be high.

Equally important in this project is its impact on
the effectiveness of industrial organizations and individ-
ual managers. Viewed in this iight, it might be compared
with the predecessor MMEP ﬁilot activity under which 96
Egyptian middle managers went to the U.S. and spent six
weeks in classroom training and six weeks in business in-~
ternships. As is noted in later parts of the Project Paper,
the present project will cost AID roughly the same amount
per manager trained as did the MMEP effort, but will pro-
duce several complementary outputs not offered by that
approach. Of prime importance among these is the enhance-

ment of local service delivery capability as noted above.

Balange Between Purposes: Institutionalization
vs Productivity

There will inevitably be times when the two project
purposes wWill appear to pull in opposite directions. For
example, there may be times when a decision must be made
whether to start an additional cycle with industry or de-
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vote the same resources to .developing training materials

or sending MDP staff for advanced training abroad. To some
extent the existence of specific project objectives (anti-
cipated outputs) in quantitative terms (of cycles, organi-

zations, managers) helps to resolve such conflicts. How-
ever, problems will still arise. They are the more likely
to arise if the contracting organizations have their own
internal reasons for being more inclined toward one purpose
or the other (e.g. an educational instituticn interested in
non-project as well as project applications of training mat-
erials and advanced training for its own staff temporarily
with the project). The AID project manager will have to be
attentive to the need to maintain balance between the two
purposes from the time of contract negotiation through pro-
ject cormpletion.

Mission Contractl

Proposals will be reviewed in Cairo, with the parti-
cipation of tﬁe involved ministries and the Egypt-u.s. Bus-
iness.Council. Contractor selection will be made in Cairo
and the Mission will be the contracting agent for AID. We
consider this very important to ensure the involvement of
people familiar with the local situation ard to put con-
tract management responsibility near to those with primary'
responsibility for implementation, virtually all of which
will be in Egypt.

Public vs, Private Sector Clientele

In terms of capital investment, the greatest part of

industrial plant capacity in Egypt is in the public sector,
although the private sector is an important and growing

l. A direct AID contract is recommended for reasons stated
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contribucor to industrial production. The project will
serve both sectors. Given the dynamic character of the bal-
aduce between public and private industrial investment,

the project will have the flexibility to adjust to changes
in the public/private mix. The Advisory Committee over-
seeing the project represents both sectors and will help
ensﬁre appropriate balance. At the same time, the autono-
mous character of the project will insulate it from pres-

sures that might otherwise prevent such a balance.

The Project and the USAID Industrial Portfolio

We do not intend fcr this project to be limited to sef-
vicing the industrial enterprises which USAID supports in
Egypt with capital financing. However, the project can, and
hay serve these enterprises. Thus, we do not envisage re-
serving "space" for them, but we assume that the selection
process and criteria anticipated and set forth in the Detailed
Description will result in some of these enterprises bene-

fiting from the prOJect.

Size of Enterprise Served

We do not prapose a formula (e.g. assets or number
of employees) to determine eligibility. However, our con-
cern with impact at the national level leads us to assume
that large and medium enterprises will be the primary cli-
entele. This will mean larger firms in the case of the pub-
lic sector and smaller ones in the private, given the char-
acteristics of firms in the two sectors. Micro and very
small scale firms have different requirements and are omit-
ted from this project.

Egyptian Management Environment

We recognize that the overall management environment

K

in Egypt creates serious constraints for any manager.

=10~



Through present activities with the General Organization for
Industrialization (GOFI) and the financial community, and
through anticipated activities (e.g. in vocational training),
AID is--and expects to be--contributing to the improvement
of the general management environment. At the same time,
the GOE is moving in the same direction, for example through
the loosening of central control over public enterprises
currently under consideration. This program is designed

to help managers become more effective in their current en-
vironment and to adapt to changes in their environment. The
environmental changes occuring are not essential to project

success, but they are complementary. They will make the
project more effective, and the project will do the same

for them. (See also page 30-31).

Cost Recovery vs. Subsidy

The consensus among Mission officials and Egyptian

management educators and businessmen witl. whom the matter
has been discussed is that organizations should pay a part
of the cost of wroject services from the beginning. This

is planned. We expect the rate charged to increase during
the life of the project, but preferably only once or twice,
depending on inflation and related economic factors. We
would expect the fee charged during the latter part of the
project life to be only moderately below what would be re-
quired to cover the cost of a full Egyptian effort. This
appears to be quite feasible, considering rates per day cur-
rently being paid in Cairo for 3 to S day executive seminars

without the in-company aspects of MDP.
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PART 2: PROJECT BACKGRCOUND AND DETAILED DESCRIPTION

A. BACKGROUND

In 1974, Egypt began moving away from the reliance on
centralized planning and control of 1its economy which had
dominated its approach to development for two decades. Since
then, the government has rapidly liberalized economic poli-
cies, giving a growing role to market forces and encouraging
private investment by both Egyptians and foreigners. It
seeks tnus to obtain the increases in national and per cap-
ita 1ncome and 1in quality of life past policies have not pro-
duced, and to undo the negative effects of those same policies

and decades of i1ntermittent war.

AID's country strategy supports these efforts of the
GOE. Overall AID investment strategy for the 1981-1986 per-
iod emphasizes increasing the productivity of all secters

of the economy while preserving the generally favorable pat-
terns of distribution of i1ncome and services which Egypt has
achieved. While much net economic growth in recent years has
been the result of exogenous factors (worker's remittances,

a rise in the export price of oil and the "rediscovery" of
Egypt as a tourist destination), returns on present capital
plant - both productive plant and infrastructure plant - are
low. Production and infrastructure plant are generally op-
erating below design capacity and productivity is low by al-
most all measures: output per worker, output per unit of cap-
ital, output per unit of revenue, etc. AID's overall invest-
ment portfolio is aimed at improving productivity in a var-
iety of ways - replacing worn out elements of capital plant,
shifting production technology to a higher base, improving
the range of financial instruments which support production
and making well-targeted inputs into key management areas of

impor‘.ant parts of the productive sector.
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In 1977, the Egypt-U.S. Business Council, a private
bi-national association, proposed that AID support a manage-
ment development program that would take Egyptian managers
to the U.S. to learn to operate effectively in a competi-
tive environment similar to that expected to evolve in Egypt,
and to introduce them to modern American management skills,
tectniques and concepts. The result of this initiative was
the Middle Management Education Program (MMEP), the fore-
runner of the proposed project. Prior to making a long-term
commitment, AID approved a one-year pilot activity for 100
Egyptian middle managers as an experimental effort to deter-
mine the feasibility of this approach to training Egyptain

managers.

The MMEP pilot activity was implemented in 1979. An
evaluation in early 1980 concluded that the activity suc-
ceeded in familiarizing nearly 100 Egyptain middle managers
with U.S. management practices and techniques, and with the
U.S. business enyironment, as was 1its objective. However,
the evaluation also concluded that there is a need for a more
comprehensive approach to management development .n Egyvot.

The evaluation and a parallel management needs assess-
ment reinforced the view of many observers that management
capability 1nd performance are important determinants of pro-
ductivity and general effectiveness of business organizations
in Egypt, and that they can be improved. 1In the needs assess-
ment study, (see Annex B), extensive inputs from private an:
public sector managers and from Egyptian management educato:f
led AID consultants to conclude that what is needed and de-
sired is management development that focuses on the organiza-
tion as well as the individual, has an impact on organiza-
tional effectiveness, solves specific problems, stresses ap-
plication as well as learning of skills, invoLves top as

well as middle management, is based on Egyptian reality and

Lo (
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AID has authorized the addition to the MMEP activity
of a modest in-country follow-on compou.ent to endeavor to
increase the impact of that pPilot activity on the organi-
zZations whose managers took part intheU.S. training and
internships in 1979. However, the Mission has decided that
there should also be a major follow-on to the pilot activaty
and that it should respond to the findings of the needs as-
Sessment. The resulting program design is described in the
project paper. It is a natural complement to AID's programs
in support of industrial rehabilitation and revitalization,
of increasing productivity and of the Open Door Policy to
stimulate foreign investment. It has the full support and
sponsorship of the Egypt-U.S. Business Council as well as
of the GOE.

B. DETAILED DESCRIPTION

The goal of the lianagement Development for Producti-~
vity Prdjgct (MDP). is to increase the effectiveness of bus-
iness organizations.iﬁ.Egypt, particulariy effectiveness as
measured in economic terms, with a stress on productivity.
To attain this goal, MDP's purpose is to:

¢ Improve management in selected public and private
sector business organizations. and

e Increase supfly of, and demand for, effective man-
agement development and organization development

services in Egypt.

The project will give first attention to those indus-
tries considered high priority by the Government of Egypt
(food, construction materials and textiles), but will also
be open to other important industries, such as chemicals,
metallurgy, banking and tourism. It will serve large and
medium-sized firms in both private and public sectors.

By the end of the project in 1985, we expect MDP ac-
tivities to have helped bring about significant improvements
in 40 to 60 business organizations. These improvements will
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be reflected in

e Economic performance (e.g. actual change, and both
absolute and relative rates of change in such mea-
sures as cost/unit produced, sales, profits, mar-

ket share), and

e Management (e.g. changes in teamwork, orientation
to organization objectives, information flows, clar-
ification of individual roles within the organiza-
tion, establishment of appropriate incentive sys-
tems and measures of performance, effective long-
term planning and control systems).

End of project status will be

e This improved performance of enterprises in key
sectors,

e The existence of one or more private and/or pub-
lic sector organizations offering organization-

oriented training/consultancy services with com-
petent staff on a regular basis, and

e Significant use of these services in the indus-
trial sector.

The MDP will be implemented by a team of eleven full-
time or equivalent Egyptiag‘gnd.American management'trainers/
cohsultanfé under the direction of a U.S. contfactor aqd,'in
all likelihood, an Egyptian sub-contractor. It will be spon-
sored by, and officially dependent on the Ministry of Econ-
omy, but will be administratively self-sufficient. Policy
direction, guidance in the selection of client firms, and
access to business and government leadefs will be ensured
by an Advisory Committee (AdCom) representing the Ministry
of Economy, the Egypt-U.S. Joint Business Council, and the
Ministry of Industry.

The project will begin with a start-up period of four

months followed by

e twenty to twenty-five overlapping and sequential
cycles in Egypt, each lasting thirty-three weeks
and consisting of,

l. Some of the Egyptians will be engaged part-time, as in the
case of management professors preparing case studies.
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- diagnostic studies to identify organizational
problems on which to focus during the cycle,

- training of 25 key managers in industry-specific
groups, and

- application by the managers of their enhanced
skills (with MDP support) to solve the problems
in their firms identified with top management
during the diagnostic phase of the cycle.

e Eight to ten industry-specific task force missions
in which 10-15% of the participants in the above cycles
will undertake issue-centered visits to U.S. firms.

In the full 4.5 years, we would expect to implement 20

to 25 cycles reaching 40 to 60 companies and 500 to 600 man-
agers, of whom some 70 to 80 would participate in Task Force

visits to the U.S. The exact numbers of cycles, companies
and managers depend on such factors as company size, numbers

of managers from each company and scheduling.

These principal activities will be complemented and sup-
plemented by the development of training materials by project
staff and members 6f.local management faéulties, and the mar-

keting of the general project concept.

The main characteristics of these project activities, as
well as the pre-start-up and start-up phases, are described

in the paragraphs which follow.

Pre-Start-Up Activities

At the time AID and the U.S. prime contractor negotiate
their contract, the U.S. firm is to do the same with its

Egyptian sub-contractor (or individuals). As indicated in

the Implementation Plan, these two sets of negotiations are
to take place simultaneously. It is also at this time that
the Plan of Operations for the first 30 months is to be ap-
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prdved by AID and the Advisory Committee; the draft plan will
have been part of the winning proposal. Taking these basic
steps at the time of negotiation will make it possible for
project start-up to begin expeditiously as soon as the u.s.

team arrives in Cairo.

Start-Up
During the four month start-up period preceding the

first cycle, the contractor will

® Establish, staff and equip a Cairo office and train-
ing site:;

Install its U.S. team in Egypt:

Establish a professional development plan for Egypt-
ian staff (e.g. short-term participant training in
U.S., participation in professional conferences in
Europe and the U.S.):

e Prepare a diagnostic plan and any needed survey in-
struments for the first cycles: '

Prepare a training -yllabus for the first cycles;

Assemble training materials in needed quantity for
the first cycles fromexisting Egyptian and foreign

sources;

e Translate to Arabic key core materials, or obtain
substitutes in Arabic:

e Undertake and complete general study (documents,
interviews, plant visits) of first target industry
(or industries) to establish base line data, and
familiarize professional staff with it (or them)
in the Egyptian context;

e Begin developing project professional staff into
cohesive team:

e To the extent possible, identify and use opportun-
ities to develop training materials based on the
Egyptian experience, by, for example, contracting
with Egyptian professors of management in the var-
ious business faculties to prepare cases;

e Design apd arrange for base line survey of manage-
ment attitudes and practices to be undertaken by
specialized sub-contractor during first six months:

® Prepare and implement short top management seminar

for first target industry: (;’/{fﬁ
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® Develop and begin implementation of a strategy and
action plan to inform industrial leaders of benefits
of management development as a means to improve or-
ganizational performance, and to keep the Egyptian
management education community informed of project
activities.

Diagnostic, Training, Application (DTA) Cvcle

The DTA cycle is designed to give meaningful attention

to:
Individuals and organizations

Organizational effectiveness
Specific company problems

Learning and application of skills
Top as well as middle management

Managing in the Egyptian environment

The participants in a cycle are both organizations and
managers. Given project objectives at macro and micro levels,

sélection_and grouping of both types of participants are cru-

cial parts of project strategy.

® Cycles will be industry-specific as a general rule,
although some exceptions should he anticipated for
industries with few firms.~ Industry - specific
cycles permit some tailoring of the training, make
it technically feasible for project staff to in-
clude experience with similar firms (e.g. by assign-
ing a short-term specialist), and increase opportu-
nities for participants to learn from each other.
Food processing and food-related sub-sectors, con-
struction materials and textiles are to have prior-
ity. meaning that half or more of the cycles should
be offered to them. Others to receive attention
will include banking, chemicals, metals and metal-
working, ard tourism: principal criteria for choos-
ing industries are potential for creating jobs, earn-
ing (or saving) foreign exchange, meeting basic needs
of the population. Scheduling by industry will be
proposed by the contractor for approval by the Ad-
visory Committee (AdCom).

® As a general rule, a short (e.g. three-cday) seminar
for top management in a given industry will be or-
ganized before companies are selected for the DTA
cycles for that industry. These seminiars will fo-
Cus on management topics of particular concern to
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senior managers (e.q. delegation, communications,
planning and control, information systems). They
will use lecturettes, cases and a mauagement sim-
ulation and will be residential.

Each cycle -is expected to involve four to six com-
panies and three to eight key manzgers per company,
with a total of 25 managers in each cycle: most com-
panies will be expected tc participate in more than
one cycle. (The number of companies per cycle, man-
agers from each company 1in a cycle, and cycles per
company will not be constant. It depends on such
factors as company size andé number of managers, and
these vary considerably in the target populations.)
Project strategy requires development in each organ-
izaticn of enough managers who have been through

the DTA cycle that there is a critical mass of such
managers in the company, a mutually reinforcing
group that can have a continuing impact on effect-
iveress. By sending a few tc each of two or more
cycles, both large firms and smaller ones can ac-
quire this critical mass quickly without having an
excessively high percentage of their managers in
training simultaneously.

Companies will be selected by the MDP team from a
pool to be icdentifed by the AdCom. Principal sel-
ection criteria will be (2) potential for results
from participation (the project must avoid high
risk cases, especially in the beginning, to maxi-
mize its own likelihood of success), (b) position
of leadership, or as innovators in the industry,
(c) economic importance. The balance between pri-
vate ard public firms should be approximately that
found in the industry (in terms of contribution to
industry output).

Managers will be nominated for training by top man-
agement in participating firms during the latter
part of the diagnostic phase. The MDP staff assigned
to the firm will make general recommendations based
on the character of the problem or problems chosen
with top management for project attention. They
will also ensure that top management understands
the selection criteria and the importance of apply-
them to choose key managers. Selected managers
should be (a) capable of exercising influence in
their companies, (b) technically respected by their
superiors and their peers, (c) capable of taking
initiative, and (&) possess executive potential.
Participants will be middle and upper middle level

managers.
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e Companies (or their sponsors - e.g. GOFI) will be
asked to pay part of the cost of their participation
in the program. Policy and rates remain to be es-
tablished in consultation with the GOE and JBC. We
rrecommend & charge per participating manager plus a
charge per company or a surcharge for the first man-
ager. After general discussion of the subject with
JBC, we also recommend that the rates be held con-
stant at least until the interim evaluation, by which
time results and inflation shoulé have justified an
increase to a level approaching local staff and over-
head costs of the DTA cycle portion of the MDP. (This
is discussed further in the Financial and Economic
Arialyses).

DTA Cycle - Diagnostic

The diagnostic phase of the DTA cycle 'is to involve all
levels of management. 1In each company, information will be
gathered via interviews, review of docurents, and (where appro-
priate) surveys. This will permit a general organization
analysis. Important organizational problems will be iden-
tified and discussed with top management, which will select
one (or two) to be resolved through the DTA cycle}.'Key man-
agers will then be picked to participate in the cycle. They
and the MDP team assigned to the firm will identify (and
quantify, whenever possible) the results expected from prob-
lem resolution and so inform top management. This phase is
expected to take two MDP specialists about one week in each
firm; thus, it will require approximately 10 to 14 man-days
per company, including report preparation. The staff doing
the diagnostic will be both American and Egyp:ian and will
pe involved in the training and application phases as well.

DTA Cycle - Training

The classroom training phase of the cycle is a total
‘of approximately six weeks. It could be organized in a sin-
' -gle stretch, but for both practical and pedagogical reasons

-20-
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we recommend that it be in two segments:; two periods of two
to four weeks are enough for effective learning but not so
much that key managers cannot be released to participate.
The training focuses first on organizational processes to
develop skills in the integrative management process. in-
cluding the ability %o analyze, interrelate and make deci-
sions. It then focuses on management skills in such areas

Infonnation systems

as,
e. Planning and control
e Finance and accounting
® Marketing
® Production
..

e Organization theory.
Staff investment would be on the order of 120 man-days using
.both Egyptian and American staff.l Teaching would be largely
with participative methods, principally case study analysis
and exercises, but also 1nclud1ng business simulations. (The
development of Egyptlan cases and simulations is discussed
below). Classes will be conducted in the language of the
trainer, with simultaneous interpretation into Arabic when
this is needed.

DTA Cycle - Apnlication

The application phase is the time after the training
when the managers from a given company return to work and

collaborate to apply what they have learned to solve the.
problem(s) selected during the diagnostic phase. They will
spend only a part of their time on the problem, the balance
on their normal duties. A pair of MDP trainer/consultants
will be available to help them solve the selected problems.
This help may be in joint planning sessions, reviews of pro-
gress and methodology, technical assistance, seminars for

1. Level of effort estimate includes pre-cycle industry back-
ground study and top management seminars. L\)x
o



involved colleagues:; it could also take other forms the par-
ticipating managers and the MDP team consider appropriate.
Periodic and final reports will be mace to top management
and results will be compared with the object:ives set during
the diagnostic phase. Approximately six months after the
end of the cycle the same MD? team will make a follow-up
visit to the organization to assess the longer term impact
of the intervention. (One MDP team w:ll normzlly be involved
in all phases of the cycle for a given company, from the
diagnostic to this pcst-cycle follow-up.) The application
portion of thne DTA cycle 1s expected to involve up to three
team-cdays (six man cays) per company per month over some 5
to 6 months, and two man-cdays for the follow-up six months
later. 1In keeping with our reccommendations that training

be organized in two segments, we also recommend this for the
applicatior phase, witnh adbout 12 weeks tc follow each train-
ing segment. (An example of this is diagrammed 1n Annex
B-II). Twelve weeks is long enough to allow the special
problem-solving and related training reinforcement to take
place along with the regular job (not full-time, temporarily

in place of it) and thus ander more realistic conditions.

Task Force U.S. Visits

The task force missions will involve 10 to 15X of the
participants in the DTA cycles, or approximately 70 to 80
managers. They have two purroses,

e To give Egyptian managers already familiar with
modern management concepts an opportunity to learn
from observation and discussion with U.S. managers
how organizationtis in the U.S. cope with a particu-
lar protlem, sitiation or need which Egyptian in-
dustry 1s facing. and to communicate this to their

collecgues 1n Egypt:

e To offer those managers who perform particuiarly
well in the DTA cycles an opportunity to build on
what they learned, and to offer all managers in the
cycles extra motivation to perform well.

The task forces will be incdustry specific in most cases
but it may be desireable to organize some that are function
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specific. The contractor will have to decide on such excep-

tions during project implementation.

Each task force will focus on an issue (or issues) of
concern to its industry. These issues will be selected by
the task force in consultation with the MDP staff and the
AdCom, representing the concerned industry through the
Ministry of Economy, the Ministry of industry and the Joint
Business Council. Examples of issues might be: long-term
planning under the highly uncertain conditions faced by the
construction materials industry: quality control techniques
in the fcod processing industry; or, personnel management
and motivation in public sector industrial organizations.
Each ‘task force will be expected to report its findings in
writing and orally to industry representatives on its return.
Their reports will be shared with business schools and any

other interested parties.

The missions will be organized by the MDP and, in the
U.S., the contractor's headquarters. The U.S. members of
the Egypt-U.S. Joint Business Council will be asked to as-
sist. MDP staff will work with the task force members in
the design of their investigation in the U.S. and an Egypt-
ian or American staff member will accompany each task force
(as Qill a U.S.-basea interpreter if the need exists).

" Task force members will be nominated by MDP staff on
the basis of their overall performance in the training and
application cycles. The precise mechanism for selection of
task force members will be determined by the AdCom and the
MDP leadership: it must be such that it motivates performance
in the DTA cycles, reflects well in the U.S. on Egyptian
managers and produces useful results for Egyptian industry.
(n.b. management competence is more important than English
language capability; some English language trainiag should
be provided for those who can benefit from it, but an inter-
preter should accompany any task force with a significant
number of ron-English speakers.) 1 ’ /(



Project Promotion

A vital input to the project will be the developmeht
and implementation of a strategy and action plan to inform
industrial leaders in Egypt of the benefits available from
the combination of management training and consultancy the
project offers. The MDP must in effect market the DTA con-
cept, not only to attract «clients for itself, but to dev-
elop a market others will serve later. The print media,
television, mini-seminars ané gues: lectures are all means
through which this can be done. This marketing effort will
be an integral part of the project. On the average, each
year it should result in 10 to 12 management, MDP or related
articles published, or features on radio or TV. The mar-
keting effort will be supplemented by the systematic sharc-
ing with the academic community of materials developed, and
ensuring that they are kept informed of MDP activities (di=-
rectly as well as through any of their members who are on
the MDP staff).

Egyptian Teaching Materials

The project will initially have to rely ¢- existing
Egyptian and foreign teaching cases and other materials.
However, the MDP s+taff should be alert for and seize oppor-
tunities to develop cases based c¢n Egyptian situations:;
time should be programmed to permit this. Problem oriented
cases rather than case histories are needed, and given the
relative "smallness" of the industrial community in Egypt,
it should perhaps be accepted that composite cases may have
to be developed to adequately disguise those involved. This
is far from ideal, but it can be done effectively. If it
appears to offer promise, a case writing specialist can be
prought to Cairo to run a case-writing workshop for project
staff (and perhaps some from the universities):; this should
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be considered early in the project to develop localized mat-
erials as soon as possible. By the end of the projest, there
should be at least 10 to 20 Egyptian cases that have survived

the test of application to two or more groups of executives.

Cases developed by MDP staff for their own use in the
teaching phase of the DTA cycle will be shared with Egyptian
business faculties and simi’ar institutiouns. These will in-
crease the small existing stock of good Egyptian teaching
cases. Nonetheless, the supply of such cases and the number
of Egyptian management professors with the experience of re-
searching local business practice and policy remain small,
putting a limit on local capability to continue and to expand
the work of the MDP after the end of AID support. To help
eliminate this constraint, approximately half of the case
development and related research funded by the project will
be sub-contracted to members of the faculties of Egyptian

management institutions.

The project will assume its participants can read Eng-
lish and that materials in that language can be used. Nev-
ertheless, core materials shculd be available in Arabic,
and the project will nave to be prepared to meet a need for
more than core teaching materials in Arabic should such a
need arise. For this reason, during the start-up period
staff will begin development of a bibliography of minagement
articles, books and teaching cases in Arabic, and a collec-
tion of them and their English versions (when vhese exist).
This collection should be completed during the first eight
months of the project, in time to be useful the f_cst year.
Translation of basic readings and cases should be done early
in the project; it can be supplemented other times when the

17K
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A highly useful tool for developing decision-making
skills and an appreciation and understanding of the interde-
pPendencies of organizational units and functions, as well
as of organizations and their environment, is the "business
game” or simulation. At least one American specialist has
developed simulations for enterprises 1in socialist economies
(they are being used to teach management in Hungary and Po-
land) and there is some experience in developing management
games in Egypt. We include in the project the development
of an Egyptian business simulation involving both private
and public secter companies. In addition to being used in
the MDP, this will be made available to the business facul-
ties of Cgyptian universities, American University in Cairo
and Egypt's National Insticute for Management Development.

This will be a costly item, but given its potential for use
by other institutions and the utility it will have for the
project, we believe the investment should be made.
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PART 3: PROJECT ANALYSES

A. TECHNICAL ANALYSIS, INCLUDING ENVIRONMENT ASSESSMENT

Economic liberalization, the Open Door Policy and
serious efforts to improve the performance of public sector
companies and encourage development of the private sector
all coincide to make the timing of this project highly ap-
propriate in Egypt. This conclusion is reinforced by the
evolution of Egyptian-U.S. economic relations, including
the role therein of the Egypt-U.S. Joint Business Council.
AID consultants have found a locally perceived need for im-
proved economic performance, recognition that management
plays a key role in determining performance and a keen in-
terest in the goal, purpose and content of the MDP project.

Choice of Technology

The."techhologyﬂ embodied in the project design was

chosen on the basi~ of two recent AID studies and of inputs
garnered in the process of making them. The studies were an
evaluation of experience with the Middle Management Educa-
tion Program (MMEP) pilot activity, and a management needs

1

assessment in Egyptian industry. In the course of these

1. The MMEP involved taking approximately 100 Egyptian
middle managers to the United States for 12 weeks,
§ix in classroom training and six in internships in
U.S. firms. The evaluation was done in early 1980
and was accompanied by a series of briefings for the
Cairo AID mission; a draft report was submitted by
the contractor (Cooper & Lybrand) in June. The ieeds
assessment findings have been summarized i1n Annex B
by the consultants. The final reports will be sub-
mitted in August. The consultants who undertook
these studies also participated in preparation of the

project paper.
—
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studies and of project paper development, AID management con-
sultants and Egvptian managers and management educators have
had an extensive exchange of views, ideas and experience,.

It is out of this exchange that the design has evolved.

Technical Description

This is a service project involving very little "hard"
technology. By far the main service will be training and
technical assistance to be provided to 40 to 60 firms in
Egypt by a team of six long-term U.S. management specialists
and the equivalent of five Egyptian management specialists
(at least two of the Egyptians are to be full-time). Pro-
gram design calls for this to be done through cycles in-

- volving
® In-company studies by the MDP specialists

® Approximately six weeks of training for 20 to 25
groups, each of twenty-five managers from (on the
average) five companies (with the training for each

- group preferaply in two segments), and . '

® Up to 32 man-days of post-training technical assis-
tance per participating company (this, too, pref-
erably in two segments, one after each of two train-
ing segments).

Most of the work will be done by two-man Egyptian-American

teams to help augment Egyptian technical skills and Ameri-

can capability to function effectively in the Egyptian con-
text. ‘

The professional staff will be expected to develop
Egyptian training materials for MDP training, and will
also employ Egyptian business school faculty to develop

local materials. All such materials will be shared with
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local management education institutions. The development
Abf a management game set in the Egyptian environment is also
envisaged for project training activities (it, too, will be
shared with local educational institutions); this will re-
quire special staffing or sub-contracting. Cases, readings
and other materials will be purchased in Egypt and abroad

to supplement those produced by the project.

Training will be done in the language of the trainers,
which will be English in many cases. Experience has shown
that, even with language refresher courses, a significant
proportion of Egyptian managers will have difficulty in a
highly participative training program in English. For this
reason, simultaneous interpretation is included. Reading.
is less of a problem than dealing with the spoken languaoz,
and only modest funding is planned for translation of train-
ing materials, but it is recognized that a need for more

may arise.

"ThéAproject wi;l be expected to keep management circles
in industry and management educators in Egypt informed of
its activities and to generally stimulate interest in ‘the
type of service it offers. This marketing endeavor to en-
courage successors to the project will use conventional
media, professicnal conferences and similar approaches; it
will take the form more of professional arcticles and appear-
ances than of paid advertising and is not expected to in-
volve significant costs to the project other than staff time.

In addition to its activity in Egypt, the project will
take 70 to 80 Egyptian managers to the United States for
visits of up to one month each. Accompanied by a project
staff member from Cairo and a U.S. hire interpreter (in most
cases), each group of about ten managers will visit several
firms in a single industry in the U.S. to learn from brief

/X

(2 to 3 days per company) stays how the firm deals with
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certain problems of concern in Egypt. These visits will be
designed to be learning experiences, not simply observation
tours. Their primary component will be structured inquiries
in companies, but these may be complemented by conferences

or seminars with technical specialists in the U.S. Back in
Egypt, the task forces will present to their colleagues in
the incdustry they have represented oral and written reports,
including recommendations as to aspects or adaptations of
U.S. experience they consider promising for Egypt.

Following is an estimate of the application of the time
of the eleven professional staff members (share of work days

available):

Percent
5 Start-Up
75 DTA cycles
8 Research and Materials Development
S Project Management
5 U.S. Task Forces
2 Marketing Project Concept
- 100 -

Commodity inputs (and, thus, "hard" technology) repre-
sent less than 3 percent of total cost. Commodities will
include vehicles, office furnishings, supplies and equipment,
teaching materials and audio-visual equipment. To permit
the development and use of one or more computer simulations
for training purposes, and to demonstrate applications (and
limitations), allo»fance has also been made for purchase of
a mini-computer, provided a model of appropriate capacity
and cost is identified, and provided AID and the contractor
agree that no feasible alternative is available.

Technical Feasibility

Management development is not a panacea. What can be
done by management to improve organizational performance is
limited by technology and--within those limits-~-by environ-
mental constraints. Egyptian managers have frequently told
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AID consultants that laws, regulations, red tape, the educa-
tional level of the labor force, undependable communications
and transportation systems, and other characteristics of the
Egyptian business environment prevent them from being as pro-
ductive and as efficient as available technology makes theo-
retically possible. However, AID management consultants have
also found considerable differences among companies in terms
of performance within these constraints. The consensus, in-
cluding Egyptians, is that management is a key determinant

of these differences in performance. Egyptian managers,
Egyptian management educators and the AID consultants all
agree that nanagement can be improved and that its improve-
ment can result in better organizational performance in eco-

nomic and social terms.

There are two sources of assurance of the feasiblity
of the "technology" embodied in the project design. The
first is the extent to which Egyptians have been involved
. in the project cdesign process, and the fact that Egypt has
numerous management educators, many--perhaps mdst--of whom
have experience in executive development and in consulting.
Discussions with several of them, and with businessmen, have
convinced AID's consultants that the design is feasible and
that qualified Egyptian staff will be available for the pro-
ject through a sub-contract, as individuals, or both. Given
the play of market forces in the liberalized Egyptian eco-
nomy in support of which this project was developed, the
consultants are also persuaded that it is reasonable to ex-
pect effective project services to stimulate demand for, and
supply of similarly effective replacement services when the

project terminates.

The second source of assurance is the consultants' ex-
perience, which is reinforced by AID's assessment of the les-
sons to be derived from training programs in Jamaica and
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Mauritania served by USDA's Development Project Management
Center (under a DS/RAD PASA); training tests in Nepal and
Egypt under the Public Administration Service contract ad-
ministered by DS/RAD; programs of USAID/Ghana, the Pan Afri-
can Institute for Development, and programs run by a network
of institutions which are memba2rs of the International Com-
mittee on Management of Population Prograrns (Instituto Cen-
troamericano de Administracion de Empresas, Managua; Insti-
tuto de Estudios Superiores de Administracion, Caracas:
Asian Institute of Management, Manila; and Indian Institute
of Management, Ahmedabad). The design of the present pro-
ject reflects the lessons from this experience identified
by DS/RAD, !

e Expatriate change agents can be much more effective
when teamed on a fully collaborative basis with in-
digenous leaders and professionals who know and can
make crucial adaptations to the indigenous culture
and sociopolitical environments.

e Changes in group and organization behavior, and
eventually in communities' capacity to mobilize
for development should be the central concern of
management training...

e Organization-based training that reaches large num-
bers of key people at all levels from top to bottom
holds the greatest promise of quick impact on organ-
izational outputs.

e Training should be designed to address the real needs
of the organization, systematically defined. The
real needs of the organization are known best by
the people within it.

e Training i< much more meaningful to organization
managers an< to trainees at all levels if it relates
to constructive improvement of the real work of the
organization. People learn best by doing.

e The psychology of improved performance requires that
that people succeed in performing significant tasks

1. AID/DS/RAD Revised Project Paper, Project 931-096, Pro-
ject Management, 8/10/79, pp. 19-20.
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and build on that success. Also, that they learn
to support and respect each other's contribution.

e Evaluation of the training, of on-the-job results,
and of changes in organizational effectiveness are
crucial to continuing improvement in management
training.

Cost and Plan

Detailed cost information is presented in the next
section of the Project Paper. The budget is based on oné
possible plan of operations and in our view represents a
realistic estimate of project costs.1 Thus, while bidders
will propose their own detailed plans of operations which
are likely to differ from that used for costing, they are
expected to fit the overall budget and the more general plan
firml& established by the Project Paper and the logical frame-

work.

Environment Concerns

This project involves training and management consul-
ting. There is no reason to expect any measurable environ-
mental impact to result from its implementation. See Annex

C for Environmental Assessment Checklist.

B. FINANCIAL ANALYSIS AND PLAN

Sources and Application of Funds

The total cost of the project is estimated at $11.5
million. AID will provide a grant of $8.5 million and GOE

l. The single significant exception to this is in the case
of the figures used for the proposed mini-computer and
development of the Egypt-specific business game. These
are rough estimates. '
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will contribute a total of $3.0 million, or 26% of total
anticipated costs.

The GOE contribution will be both financial and in
kind. :Approximately $1.9 million will be financed through
fees charged to participating companies. Assuming 50 com-
panies'participate in the project, the average cost per com-
pany will be $38,000 after provision for inflation.l The
remaining $1.1 million to be financed by the GOE consists
of two'parts,

e 35749,000 (68%) for in-country lodging, per diem
and travel costs of participating managers, and

e salaries and related costs of managers while par-
ticipating in project activites, and of top man .
agement and government and JBC officials while in-
volved with the project. These items are listed
as "indirect costs" on the accompanying tables,

AID financial support scheduling is envisaged as

follows:
Million §

FY 1981 1.236
FY 1982 1.5617
FY 1983 2.224
FY 1984 1.816
FY 1985 1.657

8.500

AID funds will be utilized for al) estimated foreign
exchange requirements. These comprise approximately 50% of
total project costs and will be primarily associated with
the procurement of technical contract services of the U.S.
professional staff. The other major component of foreign
exchange requriements will be U.S. task force visits budgeted

1. The equivalent figures in constant (1980) costs are
$22,320 or LE 15,624. These are, in turn, equivalent
to 51,860 or LE 1,302 per individual participating man-
ager.
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under the special training component depicted in tables

below.

An estimated $2.8 million or 33% of AID total funding
will be utilized for local currency expenditures. This will
support such items as contractor offices, facilities and
equipment costs, remuneration of Egyptian professional staff,
baseline studies, policy research and case development by
marnagement faculties, and the Fgyptian special training com-
ponent (i.e. development of management simulation, training
material expenditures and travel.and per diem for professional

staff in Egypt).

Financial Viability of the Project

The financigl viability of the project depends on the
willingness and ability of companies to pay at least a part
of the cost of the services received. Management is not a
free good, and improvements to human capital implicitly have

associated costs as well as payoffis.

Officials of the Joint Business Council and the GOE,
businessmen. and Egyptian management educators have all ex-
pressed the conviction that companies can, should and will
pay for the proposed services. It is also their view that
fees should be charged from the beginning of the program,
and it has been suggested that while the rate may be changed
during the life of the project, changes should not be often.

We accept this advice.

Public and private companies are currently enrolling
their managers in executive development seminars offered in
Cairo by local and foreign organizations. The average daily
fees they are paying are higher than those used in budget
computations for this project.

Given available information on the demand for such
training and the readiness to pay for it, we are convinced
that there will be sufficient demand for project services
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AID OBLIGATIONS

by Fiscal Year
(s000)

Project No. 263-0090

Table No.

Project Title: Management Development for Productivity

AID Tnputs

¢ Technical Assistance

® Special Training Com-
ponents '

o Office, Facilities &
Equipment

e Evaluation & Surveys

Sub-Total

e Contingency

e Inflatiorm

TOTAL AID OBLIGATIONS
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FY 1980
FX LC Total
3,612 816 4,428
420 265 635
40 " 495 535
83 129 212
4,155 ‘1,705 5,860
314 128 442
1,207 991 2,198
5,676 2,824 8,500
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Table No. 2

SUMMARY COST ESTIMATE AND PINANCIAL PLAN
3

Project No. 083-0090 Title: Managemont Dovelopmeat for Productivity

AID COMBINED
SOURCE FX ic TOTAL GOE® 03’,2‘ x w TOTAL
USR

Direct Project .
e Techoical Assiatance 3,612 818 4,428 DAY - L Bl 3,612 1,832 5,544
e 3pecial Tratulog Components 420 265 683 —— 443 420 708 1,128
e Office, ¥Yacilities, & Equipmenat 40 495 333 — ——— 40 485 535
e Evaluation & Survays ' 83 - 129 212 -—- — 83 129 212
Total Direct 4,155 1,705 5,860 1,116 443 4,155 3,264 7,385
Indirect —— —— —-—— —— 238 —— 238 238
Coattageacy 314 128 ‘442 84 S0 314 262 576
Inflation 1,207 991 2,198 655 422 1,207 2,068 3,275
Project Total . 3,678 1 2,b24 . 8,500 1,855 i, 183 5,676 5,832 11,508
XIERD . KBREN sEsen sSasan L LT Y Y sesen aeeeaw sossas

® Yeos charged to participaant cospanies



Table No. 3

PROJECTYON OF EKPENDITURES BY FISCAl. YEAR AND BY INPUT SOURCE

V (5000} e
Project No. 263-0090 : Title: Management Development for Productivlty
FY 81 FY -82 FY P3 FY 84 FY 85 TOTAL
FX] LC | TOTAL FX LC |TOTAL FX LC [|TOTAL FX ) LC JTOTAL FX LC | TOTAL FX Lc ?OTAL
AID Inputs
e Technical
Assistance 556|135 691 716 165 881 | 1,012 20011,212 729 179 908 599] 137 736 | 3,612 816 4,428
e Special Trng. :
Components 56§ 26 82 145 68 213 81 65 246 81 65 146 571 41 98 420 265 685
e Office, Facil-
ities, Equipment | 36} 180 216 1 86 87 1 83 84 1 86 87 1] 60 61 40 495 535
e Evaluation & . )
Surveys - 23 23 ot =1 -_ 317 _s0 87 =1 = = _461_561 102 83 129 212
Subtctal 648} 36411,012 862 31931,181 |1,19)1 396§1,529 811 33011,141 703} 294 997 | 4,155]1,705] 5.860
e Contingency 49} 27 76 65 24 89 85 30 115 61 25 86 53] 22 76 314 128 442
J, e Inflation 70} _7e|_ 148 162} 130|297 32g| " 252|580 323| 266)__589 3191265¢ 584 }121,207] 991 2,198
Ef TOTAL AID 7671469]1,2136 1;094 47311,567 11,544 68012,224 }1.195 62111,816 |1,076]581|1,657 | 5,676|2,824} 8,500

GOE Inputs
e ‘Technical .
Assistance®* - 1173 173 - 249 249 - iz} 3 - 240 240 - 123 123 - 1,116§ 1,116

e Indirect Cost
(Salaries, Officg

etc) -1 23 23 - 60 60 - 60 60 - 60 60 | - as is - 238 238
e Special Trng. » ‘ . .

Component* =|-42] _42 ]| _~-_ s 1571 = 1091 109} _- losj 108 | - | 691 69| _-_ 443 __443 -
Subtotal - (238 238 - 424 424 - 500 500 - 408 408 - 227 227 - 1,797% 1,797
e Contingency - 18 18 - 32 32 - 37 37 - 30 30 - 7 17 - 134 134
e Inflation = ). 31} 51| = 174y 174 -} 318} 38| - 329} 329 | _-_ |205) 205 _- {1,077} 1,077
TOTAL GOE - 1307 307 - 630 630 - B8SE 855 - 767 767 - 449 449 - 3,008 3,008

TOT2L PROJECT COST [162)77611,543 {1,094]1,1203}2,197

-
|
L
2

3,079 |1.195)1,3882,583 |1,076L030]2,206 | 5,676|5,8312{11,508

|

7} :3 * Fees charged to participating companies.
,-’(s\\ * Participant lodging, per diem and travel.



Table tNo.

4

COSTING OF PROJECT INPUTS/OUTPUTS
{$000) ,
Project No. 261-0090 Project Title: Management Development €or Productivity
1. 2, 3. 4.
OUTPUTS** : Key Managers Identify Appro- Ini’l ¢ Educ'l Training
Trained priate Managoement | Comm's Informed Materials Combined J
INPUTS FX tc [TotaL | ex e [ror | ex |ic |Tor | Fx | e |Tor | Ex tc frora
|
AID - Inputsy !
e Technical Assistance 3,317 696 | 4,011 8l 38 | 119 98 20 |118 ] 116 621178 3,612 816 4,428 }
e Special Training Components - 87 300 |147 | 447 - - - 120 31 {151 420 265 685 1
e Uffice, Facilities & Equipmunt 29 414 - 25 2¢ - 13 13 11 4] 54 40 495 515 ‘
e Evaluation & Surveys 69 104 61 6} 12)_3f_3}j_6|__6}_12]_8 83 129 212
subtotal 3,414 11,305 14,719 | 387 |216 1603 | 101 36 1137 ) 253 | 148 | 401 {4,155 }]1,705 5,860
e Contingency 251 98 355 30 16 46 8 11 19 11 30 14 128 442
e Inflation 992 258 11.290 1112 f126 238 | 29 | 21 | _so | _74|_86]160}1,207 9911 2,19e
‘TOTAL AID 4,663 12,161 | 6,824 | 529 | 358 | 0887 | 1238 60 | 198 ]| 346 | 245 | 591 | 5,676 | 2,824 8,500
GOE Inputsy
e Technical Assistance' - 953 953 - 51 51 - 27 27 - 85 8s - 1,116 1,116
e Indirect Costs(Salaries, Office, etc) - 238 238 - - - - - - - - - - 238 2138
e Special Training Component = |43 LLE NN NSO DI NV DS S N =1 = 443 433
aubtotal - 1,634 11,634 - 51 51 - 27 217 - 85 85 - 1,797 1,797
e Contingency - 122 122 - 4 4 1 2 2 - 6 6 - 134 134
e Inflation _— 979 M | = 1 |3 - |26 16 - 1 51| s |_—_ 1,077 1,077
TOTAL GOE - 2,735 | 2.735 - 86 86 - 45 45 - 142 | 142 - 3,008 3,008
‘TOTAL PROJECT 3,56) | 4,896 3,559 523 | 444|223 | 138 |105 ] 2431 346 [ 282 |23 |5,626 |5,832] 1),508
|

* Fees charged te particlpating companles.

** " Output definitions from the Log Fram: are presentod below. Output

Egyptian inwlvanent in the praduction of the other outputs, Tha o
workshop foes and related travz! and per diem. Tr¢ ougputs, as def
‘1. Key managers in selectud public amd private organizations trained and
OQ attatudes on the jb; resolution of selectad organizaticonal problems 1n their caipanies,
© 2. Identification of munswument technology appropciate
3. Industrial anl management education commmities in
5 4. Munugument training myterials, including business swulation, relevant to the Eqyptian ocontext.

S

#5 is mot broken out sepirately because it is alopat entirely the result aof

nly explicit cost envisagad i3 up to $10,000 far eventual conference and

ined in the Log Frame, are:

- Egyptian muaanunt tzalners/consultants with increasod skalls and experience.,

for adaptation ad application to specitial Egyptian organizational problens .
Eqypet infamed of project activities, methods and results.

assistud in applying appropriate munagenent skills, knosledge and



and a willingness to pay fees that will ensure the level of

income assumed in project budgeting.

Overall, we consider the financial plan to be compre-
hensive, solid and well thought through, and are persuaded
of the financial soundness and viability of the project.

C. SOCIAL ANALYSIS

Sgciocultutal Feasibility

This project is based on a management needs assessment

and extensive inputs from Egyptian managers and management
educators. (A preliminary summary of the results of this
study is pfesented in Annex B.) It is quite evident from

the needs assessment that management practices and behavior
common in Egyptian organizations are culturally compatible

in Egypt but often at variance with management ideals pre-
scribed in U.S. business schools. It is also clear that this
latter variance does not automatically signal a praétice or
behavior that is necessarily dysfunctional in Egypt: it méy
be or may not be, and it varies both with the practice or

behavior and from one organization to anotler.

This.project focuses on improving performance, not on
changing behavior or préctices. Improving performance will
in many cases involve changes in behavior and practices, but
the changes will be developed by Egyptians to fit the Egypt-
ian environment. The project will introduce tools and ap-
proaches that can be applied to develop solutions and manage-
ment practices appropriate to Egyptian conditions. Very
little of what is introduced will be in the form of solutions
"made in USA", and these will be for trial and adaptation,
not for simple transfer. This will not occur atuomatically.
The contractor will have to be alert to the need to focus
on the adaptation and development rather than the simple
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transfer of management practices and solutions to organiza-
tional problems. It is that focus and the fact that thet
Egyptians do the adapting and developing that will guarantee
the sociocultural feasibility of the project.

Spread Effects

The project is designed to reach organizations in both
the public and private sectors, in the major branches of in-
dustry (and some related service activities, such as banking)
and in the principal parts of the country in which industrial
activities are found. As with any project whose activities
are likely to be relevant to a large population, this one
cannot reach everyone directly. However, it is designed -to
brcing about the diffusion of its  effects throughout the
populations it serves. Vital to this in any project is the
involvement of key, respected leaders. In this case, public
and private sector leaders will constitute the Advisory Com-
mittee of the project and will help to ensure the partlcipa-
tion in the project of firms and managers likely to be ac-
cepted as innovators 1in their companies and industries.
Beyond these choices, the project design includes other
characteristics to maximize the spread effect,

e Each ccocmpany involved is to send to the project
enough managers to constitute a "critical mass"
of key people in the organization wno have developed
new kncvlecdge, attitudes and skills. Being quan-
titatively a "cricical mass", they will influence
the structure, function and process of the organi-
zation by cisseminating knowledge and serving as
role mocels for other rancgers. Thus, in indivi-
dual organizations the project effect will be spread
peyond tiue people directly involved in it.

e The task force visits to the U.S. will be industry-
specific 2nd will focus on issues of general inter-
est to many firms. The .-esults will be dissemina-
ted to all interested companies, regardless of
whether they have sent managers to the project for
training. In this way, project benefits from task
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force activities will be spread throughout con-
cerned industries.

e There is built into the project a communications
and promotion activity to ensure that information
about project activities and management develop-
ment 1n general is shared as widely as possible in
Egypt. This is to stimulate interest in proiect-
type activities and, eventually, demand for them.
Having key ministries and the Egypt-U.S. Joint
Business Council form the Advisory Committee of
the project is another means to this end. At the
same time, the 1nvolve -:nt of Egyptian as well as
American specialists in project work will augment
the ability of the local market to meet increased
demand and to carry the benefits of such activity
to firms and industries far beyond the capacity of
the project alone in its brief life.

e Finally, project impact will be spread beyond im-
mediate, cdirect beneficiaries through inputs to the
management tra:ining and education establishment in
Egypt. These inputs will be in the form of snared
training materials, both imported and developed in
Egypt. and of increased (and diversified) experience
for professors involved part-time 1in project acti-
vities. -

Social Consequences and Benefit Incidence

There are several major groups that will benefit from
this project. The first is the 40 to 60 public and private
- companies that increase their effectiveress and productivity,
and their contribution to Egyptian well-being. Priority
"will be given to food procéssing and food-related sub-sec-
tors, construction materials and textiles, but others will
be included. Principal criteria for company selection are
potential for creating jobs, earning (or sav ing) foreign ex-
change, and meeting the basic needs of the population. As
noted above, the project is designed to encourage and permit
similar services for companies beyond the direct reach of
the project becaure of its limited capacity.

In each participating company, several key managers
from middle and upper ranks will also benefit. Given the
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continuation of the present pressure for improving produc-
tivity and economic results from industrial organizations,
managers who learn from the program how to bring about such
results should find increased job satisfaction- and improved
job opportunities (in other firms, if not in their own).

A third beneficiary group will be the Eéyptian train-
er/consultants who are affiliated with the program. Bene-
fits wi1ll accrue in terms of increased knowledge ancé exper-
ience in organizational diagnostic and consulting work and
the ability to identify areas for management research spec-

ific to Egypt.

The fourth major beneficiary group will be the local
management institutions (business schools, coﬁsulting groups,
etc.) who will gain from the project's demonstration of the
eff{ect management development can have on organizational pro-
ductivity. 1In addition, the development of Egyp: specific
learning materials and the access to research findings will
ehhance the quality of the management programs offefed.

Finally, the largest beneficiary group is the general
population of Egypt. The project goal is to contribute to
increased productivity in Egyptian industry. Increased pro-
ductivity is necessary for continuing economic and political
stapility ancé improved . .cality of life in Egvpt, benefits
that accrue to the entire population. ‘

D. ECONOMIC ANALYSIS

In the case of this project, as with most human resource
development projects, it is éifficult *to determine economic
impacts, whether direct, indirect, tangible or intangible.

A major difficulty ~rises in quantifying benefits to be
weighed against project costs in order to compare project
returns with alternacive investment opportunities. While
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adequate analytical techniques are available to assess the
economic and financial feasibility of capital investment pro-
Jects, comparable methods do not exist for appraising human

resources development programs.

Given these limitations and lack of appropriate infor-
mation, surrogate approaches are used in lieu of other harder
analytical techniques to assess the economic feasibility of
this project. Thus, economic feasibility of MDP will be de-
termined on the basis of the following: a least-cost alter-
native framework; a break-even analytical approach; and qual-

itative considerations.

Least-Cost Alternative

One approach to assess the economic feasibility of
this project is to compare the cost of the proposed interven-
tion with that of other programs having similar methods angd
-goals.'7Thié approach has been extensively usec in support
of other AID humarn resodrce dévelopment (HRD) progréms. The
dominant cost comparisons are made between a unit-cos: of
training an individual in his or her own country versus train-
ing in the U.S. Even when highly-paid consultants are part
of the training team, unit costs have been founé to be lower
for local training.

In the MMEP project, for example, the forerunner of
this program, participant cost to AID amounted to $10, 400.

In comparison, the AID cost (in 1980 dollars) per manager
‘participating in this program is estimated at $9,766.l The
program proposed here does not include the six-week internsnip

1. This comparison is of AID costs only. The MDP project
has Egyptian £inancial participation, which was not the
case with MMEP. With Egyptian-funded costs includegq,
MDP cost per participating manager is S12,530.
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in a U.S. firm that was part of the MMEP program, or the
English language instruction that it offered. On the other
hand, the MMEP did not include--and the new program does--
development and distribution in Egypt of Egyptian training
materials, company ciagnostic studies, on-the-job assist-
ance to trainec managers 1n applying new skills to solve
company problems, issue-focused task force visits to U.S.
industry, or the development of Egyptian capability to pro-

vide such services in the future.

This comparison clearly favors the MDP project, given
the variety and depth of benefits it offers.

Break-Even Analvsis

) With this approach, we compute the return that can be
expectec from an alternative investment, such as a capital
project. We then calculate the economic return MDP would
have to produce to match that of the alternative. And, fin-
élly, using whatever information we have, we decide whether
we consider it reasonable to assume the MDP will produce such
@ return. 1In different terms, the "cost" of the MDP project
is the opportunity cost of income foregone should an alterna-
tive investment be made in, for example, a capital project.

Given that the incremental capital-output ratio in
Egypt is about 3.0, the estimated increase in value from an
$11.5 million investment (MDP estimated cost) 1s $3.83 million.
Assuming a8 l5-year project life, the investment foregone at
2 15% discount rate would be approximately $22.4 million cet-
€ris paribus. In the context of the MDP program, this fig-
ure reflects the present value that must be offset by produc-
tivity increases in all companies participating in the pro-
gram. Thus, on the above assumptions, to match the returns
to be derived from an investment in physical capital, the
annual value from productivity increase that must accrue to
Egypt from each participating company is approximately $133,518

(at 5 years) or $85,247 (at 10 years). i?g%)('
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Although information on industrial output by company
is not complete, available data does provide an insight in-
to the reasonableness of expecting such an outcome from the
MDP. To take one example, in 1976 total industrial output
of the 30 companies comprising the public sector textile
industry was LE 563 million, or an average of LE 18.7 mil-
lion per company.l In this sector, the productivity in-
crease per companry that would be reguired to match the re-
turn to the hypothetical capital investment project is
roughly one-half of one percent of the average per company
annual output.2 While actual values will vary from company
to company, &nd Irom sector to sector, ocservation of firnms
in several sectors suggests that productivity increases of
this orcder of magnitude, andé greater, are well within reach
during (he life of the project. On this comparison we £ind
the MDP economically justifiable; gualitative considerations

discussed below make it all the more so.

Qualjitative Considerations

There are a number of project impacts which go beyond
immediate changes in productivity of participating companies
and which can be expected to result in higher productivity
in far more firms than those participating in project acti-
vities. Principal among them are:

® Enough managers will have participated from in-
volved firms that they will constitute a mutually
reinforcing group able to continue improving com-

l. Data are from: Arthur D. Little Inc. An Assessment of
of Eovot's Industrial Sector, Report to the Special In-
teragency Task rorce reviewing the U.S. Security Sup-
porting Assitance Program for Egypt, January, 1978.

2. $133,618 + 1.40 = 95,441
LE 95,441 &+ LE 18,756,667 = ,508%



pany performance well into the future:

e Egyptian capability to deliver the services pro-
vicded by the project will have been developed and
industry will continue to benefit from it after
project termination;

e The involvement of Egyptian management educators
in the project, with 1ts 1n-company applications
aspects, and the sharing with the unlversity com-
munity of Egypt-specific training materials devel-
oped by the project, w:ill result in management edu-
cation more tailored to teaching managers now to
manage well in the Egyptian environment than is
the case today:; and

e Industry-wide infusions of management "technology"
will have resulted from the task force visits to
the U.S., as will at least some lasting links bet-
ween Egyptian and U.S. industry.

PART 4: IMPLEMENTATION PLANNING

A. ADMINISTRATIVE ARRANGEIMENTS

USAID will have overall responsibility for contract
administration, the selected contractor will be responsible
for project implementation, and several Egyptian organiza-
tions will collaborate to guide and facilitate project acti-
vities.

Overall policy guidance and assistance w:ill be provided
by a Project Advisory Committee (AdCom) composed of senior
representatives of

e Egypt-U.S. Joint Business Council

e Ministry of Economy

® Ministry of Industry

These organizations bring unique and éomplementary per-
spectives to the project. The Joint Business Council is con-
cerned with creation of a suitable environment for joint
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ventures with U.S. firms. The Minister of Economy is res-
ponsible for the development of effective investment oppor-
tunities through the Investment Authority. The Minister of
Industry is charged with increasing industrial productivity,
particularly--but not only--in the public sector.

The AdCom will not have administrative responsibilities
for the project, nor will it be regularly involved'in day-~-to-
day activities. However, through its membership it will be
able to provide access to senior officials and managers and
to otherwise assist the project team. 1Its purpose 1is to
ensure that the needs of both the private and public sectors
are appropriately reflected in project activities, and to
provide important high level direction ané support.

The Mirnistry of Economy is the GOE entity on which the
project will officially depené and it is with this ministry
that the Project Agreement will be signed. This is impor-
';ant to help ersure project focus on its primary quectives,
which are economic.' The Ministry of Economy works closely
with AID on other projects ané has strong interest in both
the private and public sectors. Project demands on the ad-
ministrative capacity of the Ministry will be few, limited
principally to those situations in which official formali-
ties (customs, police, etc.) reguire the contractor and his
staff to document the official status of the project and

those engaged by it.

The U.S. contractor will carry the principal burden
in terms of administrative arrangements and logistics, as
is noted in the implementat:ion plar. The capacity of the
contractor (ané/or a proposed sub-contractor) to provide
an administrative capability in Egypt adequate to project
needs will be one of the points to be considered in ranking

proposals.
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AID responsibility will be centerec on the Mission in
Cairo. The project will require of AID,

e Identiiication of interested U.S. and Egyptian
organizations, establ:shment of a short-list, sign-
ing cf 2 Project Acreemert w:rth the GOE, organiza-
tion cf 2 bicdders' conference in Cairo, ranking of
proposals anc negotiation of a contract:

e Approvals of Plans of Operations (ané mocdifications
thereto) prepared by the contractor ané reviewed by
the AdCO 11

e Routine monitoring of the project:

e Arrangemencs for the Progress Assessments and Evalu-
ations descrihed in the implementation ané evaluation
plans, incluiing contract negotiation andé management
(using project funds under direct AID control):

@ A review of the interim evaluation and decision as
to whether and what policy change or design modifi-
cation 1s desireable for the final two years of the
project; and

e Such technical or other assistance as may be required
under special circumstances and be within the ability
"of the MlSSlon to provide:

New AID staff commitments should not be required-for
routine monitoring of this project. However, technical over-
sight envisaged in the form of semi-annual progréss assess-
ments will require inputs not currently available at the
Mission. This requirement could be met through additional
staff at the Mission (a management specialist), or via TDY
missions of consultants or direct hire personnel (e.g. via
DS/RAD). The project budget includes provision for this
input.

AID disbursement will follow normal regulations for
commodity procurement, contractual arrangements and letters

of implementation, as specified in the GOARE/U.S. agree-

77k
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B. IMPLEMENTATION PLAN

IMPLEMENTATION SCHEDULE AND MILESTONES

Mile- Respons-
Stones ibility Date
X Calls for Pre-Qualificatinn State-
ments and for Egyptiarn Expressions
of Interest AID 6/80*
X PP approvec AID/W AID 7/80
X Pro Ag Signecd AID & GOE 8/80
X Bidders Conference, Cairo AID 8/80
X Contract negotiaticns concluded in
Cairo; 1init:ial :ndustry focus ané
Plan of Overations th-ouch 6/82 AID &
approvec adCom 12/80
Start-Up (See Part 2, B. Detailed )
Description) & Begin saimulation
dev elopment Cont. 1-4/81
X First top marnagement seminar Cont. 3/81
X Base-line Surveyv ~ .Cont. . 4/81
X First cycles begin (these continue . '
and others follow as per Plan of ’
Operations) Cont. 4-6/81
Semi-Annual Report Cont. 7/81
Progress Assessment No. 1 AID 7/81
X - RAMADAN begins, lst training phase
of irnitial cvcles compleced prior approx.
to this —— 7/1/81
X Plan of Operations reviewed for pos- Cont &
sible mocdification AID & AdCom 7/81
Begin organ:ization of 1lst Task Force ‘Cont. &
visits to U.S. AdCom. 11-12/81
X Simulation ready £for use Cont. 1/82
Contractor Arnnual Repor: Cont. 1/82
Progress Assessment No. 2 . AID 2/82
X lst Task Force Vis:ts to U.S. Cont &
AdCom 3-4/82

* Requested of AID/W in cable CAI 12357 of 3 June 1980.

14
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Mile- Respons-

stones ibjlity Date
Contractor Semi-Annual Report Cont 7/82
Progress Assessment No. 3 AID 7/8€2
X 8 to 10 Cycles completed Conu 12/82
X 3 to 4 Task Force visits to U.S. .
completec Cont 12/82
Draft Plan of Operations last two
years of Project ~Cont 1/83
Contractor Annuzl Report Cont 1/83
X Interim Evaluation AID 2/83
) 4 Institutionalization Plan Cont 6/83
X Apoproval! Plian of Ooerations, 7/83- AIZ &
6/85 AdCom 4/83
Decision re. continuation of Prog-
ress Assessments AID 4/83
Implementztion of above decisicns 7/83~
& Plan Orc. Cont 6/85
X - Completion of last cycle training . - :
phases _ Cont - 3/85
Evaluation "~ AID 6/85

Implementation Plan Narrative

Roles, responsibilities and relations among the prin-
cipal parties to the project are outlined in the preceding
paragraphs. As .s poirnted out there, primary responsibility
for project i1mplementation lies with the contractor. He will
operate tnrouch &n indeperident project organizational unat
which he will establ:sh in Cairo (presumably, but not neces-
sarily, 1n collaboration with an Egyptian sub-contractor).
Through this project organization, ané w:th the support of
his head oifice, the contractor will provide the professional
services called for anc the necessary logistic support (e.g.
secretarial and acdministrative services:; procurement of pro-
ject office and commodities: local ané intermational travel

of staff and of industry task forces going to the U.S.).
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The prime contractor will be selected by competitive
bidding from a short-list of up to eight pre-qualified U.S.
organizations. These organizations are likely to include
management consulting firms with training credentials as
well as academic institutions with executive and organiza-
tion development experience. Via published notices, AID
will solicit from Egyptian professionals and/or organizations
expressions of interest in stasf or sub-contractor roles;
AID will make the rasulting informztion available to short-
listed U.S. organizations with the RFPl prior to the hold-
ing of a bidders' conference in Cairo. Proposal selection
will be the responsibility of AID/Cairo, taking into account
inputs from reviewers to be selected by the Mission but to
include the heads (or their representatives) of the Egyptian
organizations to be represented on the Advisory Committee.

A single cirect AID contract is env1sioned;zit will be with
a U.S. orcanization which will provide (as per its proposal)

n Egyptian professional staff component either by sub-con-

m

tfacting TO arn Egyptian organization (private'or'public)'or
'by‘individual recruitment. In either case, it will be neg-
otiated in parallel with negotiation of the pPrime contract
with AID.

The project consists essentially of two interrelated
sets of activities repeated rnumerous times over a period of
four and a2 hzlf years. These are the Diagnostic/Training/
Application (DTA) cycle ancé the U.S. visits by industry %ask
forces. The key components and characteristics of these ac-
tivities are presented in the Detziled Description (Part 2,
B) above; thev will be cevaloped in more detail in the con-

tractor's groposzal.

l. The Mission has aiready asked AID/W to insert in the Com-

. merce Business Daily & reguest for pre-gualification state-
ments from interested U.S. organizations. The notice to
solicit Egyptian expressions of interest will be prublished
shortly after the CBD publication announcement has appeared.

2. See Annex J for justification.
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These activities can be scheduled only when we know
the final configuration of the DTA cycle and the date of pro-

ject initiation. Therefore, the implementatien plan calls

for AID/GOE/Contractor agreement on a plan of operations for
the first 30 months at the time of contract negotiation. (A
draft plan will be requested as part of the proposal). A
plan of operations for the last two years of the project is
to be prepared by the contractor early in 1983 for AID/GOE
approval. The key elements in these plans will be the sched-
uling of DTA cycles, task force visits to the U.S., develop-

ment and production of Egyptian training materials, and pro-
motional activities.

The initial Plan of Operations will be reviewed for
any needed revision about 6 months into the project, once
groundwork has been laid and first cycles begun; the Plan
of Operations should also be reviewed at the end of each
year or when Progress Assessments indicate the.need. Any
adjustments necessary to ensure project success should be
. Made after consultétioa with AID and the Advisqrx Committee

and with their agréemeat.

The project will be divided into two phases. The first
phase will consist of the initial three year period, during
which the US contractor will develop a plan for the institution-
alization of the process for modernizing business management in
Egypt through consulting services and training. That plan then
will be used by the US contractor, the GOE and AID to develop
the second phase of the project emphasizing institutionalization.

Monitoring on a routine basis is the responsibility
of the AID project manager in the Cairo Mission. The con-
tractor is to submit brief monthly reports during the first
year of the project: these will be reviewed by the AID pPro-
ject manager anéd the contractor team leader and any result-
ing decisions recorded in AID project files. After the
first year, unless the AID project manager determines other-
wise, formal monthly reports will be dropped and monitoring
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will be based on meetings with the ~ontractor team leader
and the qua:terly and annual reports discussed in the eval-
uation plan. As indicated in that plan, semi-annual tech-
nical progress -eviews are part of both the monitoring and
evaluation processec. These reviews will be undertaken by
a management specialist, who may be ..ID's project manager,
or may be a consultant provided by AID (direct hire cr con-

tract). Project funds are set aside for interim and final
evaluations, ancé for progress assessments.

Beneficiary involvement in major decisions and in
evaluations will be ensured at two levels. Through the pro-
ject Advisory Committee (AdCom) described in the preceding
sect.on of the Project Paper, the interested parties at the
sectoral level will

e Estatblish priorities among sectors

e Identify and help provide access to top management
of the pool of firms from which the project team
(the contractor) will select on technical grounds
those to participate in DTA cycles.

e Join company management and the project team in
determining the focus and composition of task
forces to visit the U.S.

e Be asked to provide inputs into the semi-annual
progress assessments and the interim and final
evaluations.

® Be a party to key decisions involving project de-
sign (e.g., Plan of Operations approval or change).

At a more disaggregated level, that of the firm, the project
design ensures that those affected by pProject operations—-
-including top management--will participate in planning, im-
plementation and evaluation of activities involQing them.
Informatior feedback for use by project management will be
regularly obtaineé during the application phases of each DTA
cycle and the follow-up in each company six months after each
cycle. The interim evaluation will also provide such feed-
back.
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C. EVALUATION PLAN

The inputs, purpose and indicators identified in the
project log framework are the funcamer.tal basis for evalua-
tion. This fact is to be reflected in 2all reporting and re-
cord-xeeping Ly the contractor, who will play a key role in
evaluation. He will be expected,

e To gather anc keep consistent, comparable and (when
meaningful) cuantifiable base-line data on sectors,
companies and nanagers--individually and collect-
ively--as a necrmal part of project activity:
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e 7o assess for his own management purposes the ef-
fectiveness of the training and consultancy acti-
vitles anc of the ".S. trips in terms of the indi-
viduals anc organizations involved:;

e To keep comrleze, systemat:ic recorés that make such
evaluationr possible over time;

e To provide 1nterim reports on activities and input/
output reclizations monthly th2 first vear and
quarterly thereaiter, and comsrshenzive analviical
reports at the enc ci each ve

(3

tior by AID at two

3}
®
<
fv
’_.l
ﬂl

The evaluation plan calls fo
levels of :intensity. The first is a semi-annual progress
lis

assessment DY & management specla t (who may be AID's

m

project manager) at le
assessments will be tased on inform

a
ang records and limiteé 1interviewing

visory committee oIiicrals. The aim will de:

e To compare what was glannad wizthi what was acnieved and
is being done in terms of :inputs, outzuts, methodolooy
and progress toward plerned eni-ci-prcoject status:

e To review anc reasseass c-_-~;t;3:s uncéerlying the
project, and plans for the balance of the project:

e To recommenc to AID, ths Advisory Committee and
the contractor any action :ind:cated to correct
weaknesses icentified &nc ensure timely progress
toward the desirec enc-of-project status.
Approximately 24 months after precject initiation, a
more thorough evaluation will be undertaken by a team of di-
rect hire or cortract specialists, assisted by Egyptian sur-
vey professiorals. This evaluation will be scheduleé when
training and applications phases are on-gcing and can be
observed. It will involve teaoping at leas+ the information

~e

sources indqicated in the rroject log frame (33, C., D3),
including interviews with & sample of menagers who have
participated in the procram ané of others in their organi-
zations ancd elsewhere who have been cdirectly cr inéirectly
involved with the project, as well as a broader survev be-
yoné those involveé and comparable with the base-line survey

LOFf X
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of the first year. The aims stated above for the semi-annual
progress assessments will also be those of the interim eval-
uation, but in the lactter case the comparison, review, as-
sessment and recommendations called for will be far more
detailed. This will provide the bas:s for a judgement by
AID andé the AcCom as to whe:ﬁer--and what--project redesign
or policy changes are needed duraing the seconé half of the
project's life,

Given the relative uniqueness of the project, ar.end-
of-project evaluation similar to the above is included as
the final part of the plar. It would focus on end-oi-project
status and indicators of goal achievemen:, and on 1Gentifying
lessons learned ZIrom the project that are likely Lo be appli-

cable elsewhnere.

D. CONDITIONS AND COVENANTS

The grantee agrees to cooperate fully with AID to accom-
pPlish the purpose of the Grant. To this end, it accepts the

following concéitions.

Conditions Precedent to Disbursement

An Advisory Committee shall be constituted consisting of
senior representatives of the Deputy Prime Minister for Economy,
the Ministry of Industry and the Ecyptian Chairman of the
Egypt-U.S. Business Council. Members of this committee shall

de formally ramed by the appropriate authorities.

Condiciorns Precedent to Disbursement, Other than Pre-contract

Costs for Contract Necotiatiorn

The arrangement through which the prime contractor is to

prov:ge the reguisite Egyptian professional staff component to
the project shall nave been formally anc legally estabiished
‘through a signei sub-contract or other equivalent means,
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A plan of operations for the first 30 months shall have
been prepared by the contractor and approved by AID and the

Advisory Committee.

Special Covenant

The Ministry of Industry and Mining will ensure that
funds are available to enterprises under its jurisdiction
to pay fees for project services as well as Egyptian Pound
per diem and other allowances for managers participating

in training and/or task force missions.

otiating Status

There have been continuous interchanges with the Joint
Business Council and the ministries of economy and industry
throughout the preparation of the Project Paper and the stucdies
that preceded it. A detailed presertation has been made to
' the JBC (Egvpt) and was made to the full JBC at its meeting
in Chicago, May 28-29, 1980. Similar presentations remain
to be made to the two ministries, although as a result of
prior discussions they are familiar with the general lines

of the project and £fully supoort it.
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1A FHAME

HARKATIVE LUMMARY

OLJECTIVELY VERIFIABLE JINDICATORS

ANNEX A

MEANS OF VERIFICATION

IMPORTANT ASSUMPTIONS

Gegl: Measures of Goal Achievement:

Increased industrial organization effec-| Sectoral Performance: productivity e suctor and sub-scctor data e The relationshiip between

tiveness, particularly in the form of measures, growth, competitiveness from Mqustry of lndustry this project and others in

increased productivity. (with foreign products in Egypt {and GOF1), Ministry of the USAID portfolio 1s com-
and/or abroad). bEconomy (ond Investment Auth- plementary, not competitive,
ority), Ministry of Plan, both 1n principle and 1n
and banks (including the practace.
l.orld uank) .
e laberalization policy con-
e existing relevant sector tinues.
and/or sub-scctor analyses . . . !
(e.g. by UNDP, A1D, IBRD or e Invusitment in these sccotors }
other forelgn assistance cuntinues.
agencles, or by university
g:oups)
® cummercial sources (e.g.
Economist Intelligence Unit
reports)

Purpose: End of Project Status:

1. Improve management in selected l. In target organizations, signi- la) e Base-line economic data on 1. Performance 1mprovement is
public and private sector business ficant improvements in sector and firms gathered possible through changes
oryanizations. a) economic performance {(e.g. by project staff during pre- within control of manage-

. . actual change, and both ab- paratory ana diagnostic ment .,

<. l?f'“:sc S“Pp:yeogataggvgfﬂdzgnior' solute and relative rates of work; 2. Siguificunt results are
P T A A e T Ercounea eren” - post-intervention wconome | {usined trom uhe o

jces in Egypt. A P e ‘d data from sample of partici- nr 9 o P
v profits, market share), an pating organizations, col- ment intervention.

b) management (g.g.'chdnges n lected through individual 3. Managurs paruicipasting ap-
teamwork, orientation to or- visits to the firms for mid- ply what they lcarn.
ganization object:ye;, ‘9f°" point and ex-poust evalua-
mation flows, clarification tions; 4. Top nunaygeiient wanlks per-
of individual roles withan formence to be 1mproved.
the orga?xzaLjon{ establish- * Sect9r data tgr‘relatlve 5. There is relative stabal
ment of appropriate i1ncen- comparisons from sources it in manzqement of 1ne
tive systems and measures of indicated for verification § a E qe
performance, effective long- of goal achlievement. volve irins.
term p)anni?g and control b) Management structure, func- 6. Existing comnunfﬁatnons
systems) . tion, process indicators from Channels/meqia are approp-

2. One or more private and/or public project recoitds, 1nterviews :t:;e for promution in this

sector organizations offerang with participating nanagers .

organization-oriented training/ and top management in sample 7. Egyptian project staff and/

wy)

consultancy services with com-
petent staff on a regular basas,
and significant use of these
services in the industrial sec-
tor.

of i1nvolved firme and broader
svivey of management attitudes
and practices.

2. ® Survey managoment consul-
ting/Lraining conmunity in
Cairo regarding scrvices
offered

e include supply and demand of
management ana orgonization
development horvices as
topic of interviews in com-
panies r1eferred to above.

or other qualified special-
1sts wil)l respond to demand
for these services by pro-
viding them after the pro-
ject period, doing so as
individuals or through new
or existing organizations.
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NARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

THPORTANT ASSUMPTIONS

inputs:

1. a) Eusctablish working relationship

b)

c)

d)

¢)

t)

h)

3)

L)

c)
d)

w)

with advisory committee cepresen—~
ting Joint Business Council, Min-
1stcy of Industry and Ministcy of
Economy;

select and survuy i1ndustries and
ofganize industry-specific cop
Menagement sceminar;

fecrult compunies for diagnostic-
training application cycly;

Wwith compuny leadership, detormine
focus of intervention, undartake
diagnostac Study, then review con-
Clusiouns and reconumcendations with
Lop manuguiment ;

Orgunizae wnd deliver tratning,
which includes plunning project to
bo undurtaken by ¢groups on return
to work:;

provide tollow-up, tncluding as-
Siatance as needed with project
and additional consultancy related
to focus aqgrecd upon with top man-
aQument ;

organize and deliver further, more
spucialized training repeating
sceps {(€) and (£f) 1f this recom-
mended  approach 1s adopted;
orqupize follow-up mecting wath
participants and top management S
to 8 months after v¢nd of each cycle.

Identify organizational problems

to become subject of Us task focce:
select Egyptian industcy managers
from those who have becn top pec-
formurs in the training and consul-
tuncy program, and Egyptian project
Stutf wembers, to Lecome task force
for US tour:

develop study methodology and capa-
bility, ui needed;
Ofyganize tusk force travel,
Visits, ctc; and

Orfqguanlze reporting system to inform
tQyptian 1ndustcial comununity of
feaules of task focce mission.

€irmn

Develop o Strategy and action plan
to inform Industcial leaders of
bencfits of nanagement develoupment
43 J4 means Lo 1mprove ocgantization-
al performance, ond to keep tho
Egyptian management education com-
munity 1nformed ot project activi-
ties; and

implement the action plan through
appcopriate exi1sting media and
chunnels,

Lgvel ot Effort/bxpenditure for

Euch Actavity ($000)

1. Technical Assistanca,

local & US, MY:41.) $4,966
Special Training Comp. $130
Office, Facilities, Equip 44)
Evaluation & Surveys 176
Indirect (GOE) 238
SUN-TOTAL 6,35)
Countinguncy e
Intlation
2,729
TOTAL $9,559
2. Technical Assistance,
local & Us, MY:2.4 $170

Special Trng. Comp. - 447

Office, Facil., Equip. 25
Evaluation & Sucvaeys 12
SUB-TOTAL 654
Contingency 50
Inflation 269
TOTAL $97)
). Tachnical Assistance,

local & US, MY: 1.3 $14S
Office, Facil., Equip. 13
Evaluation & Surveys -6 .
SUB-TOTAL 164
Contingency 13
Inflation 66
TOTAL $243

Projer. records and reports.

1.

GOE and business Cominunity
fepresentatives (JuC, Minis-
Lries, GOFI, luvestment Auth-
orfity and othura) suppore the
project.

There are public and private
Svctor ticms willing Lo pacty-
Clpate 1n the project.,

Information tur Jdiagnostic
studies exiuts ond will bLe made
available,

Key managecs 1n puecticipating
firms wil)l wake availasble t:
nveded for training and cunr
tancy.

U.S5. tirws are willing to COOp-
erate for ztudy visits to the
u.s.

Comununications media in Egypt
are willing to coopecate 1n
pTomotion of management trai1n-
ing and organization develop-
ment .

Egyptians with training/consul -
ting skills are avallable and
willing to join the projece.

The maniagement training/consul -
ting community 1n Egypt sup-
ports the project.

Appropriate training facilitaes
can be tound and mude available.
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LOG FRAME

NARRATIVE SUMIWRKY

OWECTIVELY VERIFIABLE INDICATOKRS

MEANS OUF VERIFICATION

IMPORTANT ASSUMPTIC

lnputs: {Continued)
4. a) Assemble training material from

‘developrment plan with and for Egyptian

Ygyptian and other sources;

b} develop cases and similar trajn-
ing nateriols, based on Egyptian
experlence;

€} translote basic treining materials
1ato knglaish/Arubic;

d) repioduce treining naterlals;

e) uie the aaterials, ond shere them
with Egyptian management education
mmstitutions; and

f) duvelop LibLliogeophy and collec-
tion of waterfols availlable in
Arabiac.

g) Duevelop, use and make svarlable
Fygyptian managument simulation.

Establinh ond amplement professional
Staflf.

Develop und tmplement Egypt-specific
profuessional Jevelopment program for
expatriote staoft.,

ldentify and arrange for use of ap-
propriate training facilaities.

Procure nceded commodities (vehicles,
office equipment, audio-visual equip-
ment, publjcaetions...).

Establish and staff office in Cairo.

4. Technaical Assistonce,
local and US, My: 4.0 $2613

Special Trng. Comp. 151
Office, Facil., Equp. 54
Evaluation & Surveys 18
SUB-TOTAIL 486
Contangency 36
Inflation 213
TOTAL $TIT

Costs attributed to above
input activity directly
where possible and other-
wise on pro-rata basis in
same proportions as man-
power fnputs.,

TR
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MANAGEMENT CEVELCPMENT IN EGYPT: AN ASSESSMENT OF bIEEDl

I - INTRODUCTION: BACRGRCUND AN PURBOSE OF STUDY

The concept of human resources develcgre.nt_ as a critical camcnent

of capital, tecinclocical and econammie develomment has cained considerable
SUppArt in recent years. Numerous examples é:c'.c" of inefiective develcoment
efforts in capital and technological t—ansfer becausa of inaccurate assum-
tiocns about the human rescurce cepabilities to effectively utilize s +—zns-
fers. The situaticn in Ecypt is not c:cnceptua_u_.y different. The huren re-
Scurce base here must also be developed to successfully support and adapt
appropriate develcmment programs. What may be different, however, is the
time frame wizhiin which this mest occcur.

The Octcber Working pacer of 1973 and +the stbsequsnt econamic lib-
eralization policies placed Egypt in a sharp econcmic transiticon pericd - at-
tempting to move rapidly Srom a centalized state plamned eccnay o a nore
decentralized market orientad econany. Changes of this intensity and Cepth,
effecting both social and economic structures, have placed a tremendous de-
mand cn the functicning capabilitiss of menagers in punlic and pr;.yate crgan-
izaticns, particularly those in the industxial sector. . as the implerentors
of policy, their role was viewed as a key €0 the success of that @licy -

bringing life to a concert.

Time, hcwever, has proved to be a constraint to implementation.
While finance, technology, and capital equirment can be imported and Qrgan—
ized rapidly to meet olicy aims, it is disficuit to place the same expec—
taticns cn umen rescurcs cevelomment.

The majority of Eqyptian rmnagers in top and micdle rositions
possess manacerial kowledce, skills, and attitides apmropriate to past
circrrstances. 3ince the norms and values of that cast svstem rewarded
and encouraged attitudes and behavicors which wers fancticnal, these men-
acers learned and applied a style of manacsment © which they had become
thorcuchly famdliar and conmfortable with, nowever, tese same managers,
the Inplementors of a new tublic policy, are now asked =o rapidly chance this

i. This is a reliminary Sumary repert cn the need Sor Manacement Develop~
mentmE__zpt 'Ihemalrenort, expanding ‘on the issues identified here
will be summitted +o AID by Cocpers aré Lvbrand in August 1980, {SX
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style, requizing the develorment of managerent knowledoe, skills and attitdes
aprropriace to the values, interests, and meeds recuired in Eqypt's "new
ecaneny” .

It is at this point that the issue of manacement develcoment becames
coplex, particularly in relationship to menagerial style. For scme the
develotment of manacers beccres cne of "Cecree”-building wen what already
edsts and adapting it 0 meet nev circumstances. For cthers it is a matte
of "kimd" - replacing cne mehacement stvle for another.

Both aprxoaches suffer weaknesses. The former can cfien recresent
a cosmetic rather than sucstantive change, while the latter oSten results
in the impositicn of alien valie svstems ard behavicrs. Yet, it is precisely
isswes such as these that must be addressed and dealt with in such a way
that a relatively clear path can be chartered for the estzblishment of manace-
ment ecucarion progrars apcrogriate. £o the specific needs of Zgyct. Thus,
the identificaricn of the Manacement Develcmment neais of Egyptian manacers
and reccmrerdaticns to meet those needs is the mopose of this study.

II - ASSESSMENT OF MNEED |

PART A - TEE APPROACR

Chijectives of Sty

'I:;z.:.sui:ywas conducted in response to a request Srom CSAID/Cairo
O assess Ecyntian Manacement Training needs, focusing cn the Middle
Management level. The foous an this level reflectel 2 "fals need” =

varicus quarters Siat a nev Zgyrtian menacer was neaded to ccpe with the
shifts in crmanizaticnal Smcticning that werld ocour in “he rew eccnany ard
that the arpropriata level ©5 begin this devel Tnent was at the micdle of the
managerial hierarzhy. Thersicre, the chjectives® of the sty were:
® O assess menXwer policies, crcenizational strucmure, satterms
of autherity/delecaticn and system of TEnacement and cperaticns
in a rezresertative sampie of Egvptian Stslic a zrivate seccor
industrial and commercial emcerprises.
® t0 assess The manacerial skills necessarv for a middle manager

1. These cbjectives were cdetermined in comversations with USAID of<icials
t clarify the extent of the sccre of work. ( ‘ (e
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0 effecmvely cerform within the Eqyptian em —coment.
¢ © recamer! e amrromiate intervertion o develcp thosa skills.

Methcdolooy

The sty was corduczad from 12 March 1980 o 26 April 1980, Infor-
maticn was chtained wsing individual and group interviews, documentary 2naly-
sis, and a rsview of the Enclish literatre on manacement develomment in Eqvot.

Interviews were corducted with over eichty recple includine Egyptian
micdle and uDper meEnacers, chairmen of various Qrcanizaticns, ranacement con—
sultants, aczdemicians, covernment leaders, ard foreicn menacers and écn—
sultants, The cxinicns of this sToup, which included kevy members of public
ad private orcanizztions and vericus leading academic instituricns, mrovided
Qe cre data for this su=y. A complets list of those interviswed will ke

ctained in the Tinal Rerors.
e stidy was complememtad by a review of I=Zorss n several Ecyotian

reanizations. These rsporss trovided information cn mEnagement srcblems both
of a technical znd mrocess natme. In addition, several literatire sources

were used which elsbcrated cn the mrofessional cminicns ofi'eyp;"'_'ane?@er:s
in menacement develctment.

" Limitaticns

The study was limited by time constraints znd +he fact that the team
was concumently evaluawing a-previcus pilot program in middle menadement edne
cation. However, the team dealt with this by incormorating elememts of the
needs assessment wish the evaluz—icn srocess.  Secondly, the assessment of
ranacerent needs On a camtry-wide basis isa:’ami::abletaskarﬁnaybepa'-
caived 5v scae as an wrealistic adventire, WCersly pexhianps of escteric ressarch.
Since the tesm was cognizant of s, it zprroached the assessment with he
view that the informarion cathered wes to be used as kasis for an inceeamental
decisicn comcerning Sumre manacemenc cevelcoment srocrams. Tne cesm theras Views
e assessment as cnly the beginning ¢f a éynamic process of svstematically
cathering irformation about menacement needs in Zayot.

The Framework

The assessment of Ecyptian TEnacement needs was apcroached within a
conceptual Zramework of related molicy, Tategy and tactics  (see Ficwe 1).
Framing the issues of manacement within this copstruss @ve meaning and swrpose

1N
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to the study and allcwed the team to concentwate its efforts within defined
afea.s. Additicnally, the aprroach pemmitted the various intsrest crowss in-
volved in this assessment to address the issuss in a systematic way chamnel-
ing discussicns toward core elements rather than pericheral cnes.

e End Results and Policy

The aprroach began with the assumption that any management croject
undertaken has a reascnably well defired end result 't::ward which it should
make a contributicn. In this case, since the original issue was management
develcpment in the industrial sector, the end result was viewed primarily as
an econcmic one with related secandary social implications. In suzzort of
the achievement of those econcmic goals (creation of jobs, increased income,
etc), the Open Door Policy was established to identify the economic paths
Eqypt would choose as a means o stimlate its econcmy. The policy defined
programs to revitalize the orivate sector, encourace Soreicn investment ard
increase the efficiency of the public sector.

As with any policy however, there are cbstacles which hirder its
accenplishment. The identification of these cbstacles or mnd;*"cns became
the focal paint of ‘the needs assessment and their removal be';.rre .he chjec~ '
tive in cwosing accrooriate s-*at=c1c and tactical develoment pr'\grarrs

The rajority of the factors wnich .nz_:aie the Cren Decr Policy aims
were arbitrarily categorized into envircnmental, orcanizational, and indi-
vidual factors. From a manacerial perspective, envircmmerntal fackors are
these which are generzlly censicdered beyond the direct control of the campany,
yet can inflience .the effectivensss and behavior wichin the firm. In the
political realm this may include centralized decisicns such as restricting
focd prices to low levels o reduce social wmrest regardless of the irpact
on a firm's effectiveness. In the legal realm.it mav involve establishing
laws wnich set employment levels for a firmm irrespective of the productive
neads of the conpany.

Creanizaticnal factors are these wolicies, behaviers or conditiors
which result either as a response to external forces, such as lecal changes,
©. in respense to established norms within the creanization, such as autocra-
tic leadership. In combination these policies, mractices, and conditions be-

care the climate within which individual menagers rust perform.
Individual factors are the kncwledge, skills, and attitides a persan
initially brings t an organization and which affect his capabilities to function

({9
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or behave as a menager. Hawever, since behavicr is a fmction of the indiv-
idual and his work environment, these indivicual factsrs must also be viewed
in the breader context of the crcanizatien.

This categorizaticn is dere for several resscns. The Fisst is that
it allows a faczer o be analyzed in isolatien édetermining its arigin and
characteristics (e.g. how wace rates are established arnd differentiated) ;
seccndly, it allcws each Zactor ©o be analyzed in tewms of its inter—elaticn-
ship with and impact cn other facters (e.g. o incenmtive svsters exist solely
0 supplement low wage rates?). The Zinal reascn for the categorization is
that it offers a locical beginning o devlcp stzatecies and tactics to resolve

these conditions.

@ fStratecies and Tactics

The model illust—ates various elements which were considered wher
acrreaching a decisicn  conecerning the most effect=ve and arrzonriate ways
O resolve ranacerial zroblers in the irdusi—ial sector. The develcoment of
altemative arorcaches is coentingent urcn:

® a clear cdefiniticn of the problem o be resolved ard

® an wmferstanding of the interrelationshizs of individual, erg-

anizavicnal ané envircrmental factors. .

A xoblem is cefined as tne difference between "what should be" and
"what is". Therefore, what causes that siate o exist beccmes the focus of
any intervention. The chcice of the focus of the inte~venticn is derermined
by the interrelaticnshizs between and within the indivical, creanizatien,
and envirTmment Zactors.  For exanple low productivicy (the preblem) in a
firm mav be caused by a corbination of:

® lack of technical knowledge on workers' part (individual)

e improper layaut of work flow (arganizaticnal)

@ lecal consizeints on import of necessary raw meterials (enviren-

mencal)

Cioosing an interventicn which focuses on cnly cne souxrce of the
meolem while icnering others may mrove o be costly, time ccnsuming, ard
ineffecve. Decisions which include, when artrorriate, multiple arproaches
to prekblems may be cmsidered mere effective.

After defining the problem and analyzing alternative interventions,
the decision maker is able to chocse the arpronriate develcoment program ar

a.K
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mograms wiicn effectively adiress the mxcblem. In this situation the pro-
gram choices are cateccorized as:

® Manacemert cevelomment (change the persem),

® (rzanization cevelcment (chance the cow) ,

® Instituticnal cevelcmment (change the envircnment)

T™hé cwice of a sincular grogram or mix is deperdent upan ameng
others:

e How the mrablem is defined and what cut=ames ars saught

® What resaurces are aveilable

® The levels cf commitment of the decision makers © various programs

e The realm of the zcssible
Whatever the choice the decisicn must idenci 1%y ard consider the inpact other
variables can have cn the effectiveness cf a particular crocram.

In sumazy, the medel was desicned o encauracge varicus grouss o
' mRke intremerntal decisicns sbout swocram chjectives, cimcsition, and tarcet
grours; anc O acree Cn a camen Dwrnkse for ucertaking any related mrojects.
In essence it was an avtemst to edfress the need for a Systeratic accroach
to the resolution of Tanagement mrcblers and to place manacerent develomment
in a prcpe.. perspective vis avis cther alternatives.

PART B - IDENTIFICATION AND RETATIQISHTP OF FACTORS AFTECTING
MANAGERIAL PERFORMANCE

In reference o the model, the first ccncern was to identify, amd
analyze the corditicns which exdst which Trevent the accomplishment of the
coals of vhe Open Doar Policy. T™e analysis was cesicned to paint cut com-
plex imcerralaticnshiss which were found to afecs ranacerial cerScrmance
in Ecypt. The findincs remresert a synthesis of cpinicns of influential
Egyptian indusi—ial leaders, academicians, ccnsultants, and covernmens: oSSi-

cials. The Zindings also descihe the commexe within which these rmanacers
Perform, Zor it is that context which can be a key ceterminant of ~enacement
ao.Lhty 0 achifeve crzmnizaticnal effactiveness,

The analysis has twe majar corpcnents. The Sisst is a narrative cdes-
crirtion of he factors inft luencing manacerial merZcrmance; while the secord
sumarizes the data and indicates the interrelationshizs which exist. The
assessment team recognizes that the data is ceneralized and that it should
not be conswued as applving 0 all situations and all organizaticns, Cbviouwsly

. “/]/\
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assessing rmenagement nesds on such a broad scale is Eravcht with difficulties.
We expect, as stated earlier in the parer, that more individualized amd orean-
izational specific needs assessments will be conductad. HEowever, we do be-
lieve the insights gathered frem the process will help in pointing towards
theriglrtdirectionandindicatetbeneedforamrg systematic apmoach to
management develcpment than appears to currently exdist in Egyot.

The team also believes that the findines here regresent same untestad
hypotheses wwon which to construct research models .. Cne of the prime diffi-
culties encountered in this assessment was the lack of research an crganiza-
ticnal behavicr and fincticning and the effect of these factors on perfor-
mnce. Same of the solutions offered by Americzn and Egyritian perscamel to
increase menagerial performence wnfortinately overlocked meny of these factors.

In the narrative portion of the findings, thcse factors which effeck
the performance of Egyptian organizations are described as:

e Leadership, control, authority and pover

® Orcanizational processes

e Mznagerial role |

Leadership, Centrol, Author:i:ty. and Power

The political and social revolution which began in 1952 has had ex-
tensive impact cn leadership patterns in Egyptian creanizations., Afker the
coup d'etat power was shifted into the hands of a bureaucratic elite whose
saurce of power and influence arcse from their political connecticons to theose
who led the revolutien. Primerily selected frem engineers, the ranks of the
military, ané academicians their role focused findamentally on ensuring the
success of the revolution - both in political end ecenomic terms. Tvrmical
of past revolutions, key positions in the govarmment and industry were gdiven
o pecple wicse qualifications stemmed more F~om Dolitical lovalty and trust
rather than managerial capability. Appropriate to past times, this agmrecach

has set patterns of orcanizavicnal behzvior which exist wmtil today.

Since most orcanizations were molitically controlled, mana gerial
authcrity was based uzen political scurces outside the crzanizaticn, and his
survival as a manacer was based mors on rolitical considerations rather than
menagerial conpetence. S.nce political twust became such a stxonhg value for
the top manager, this value system was passed down throuch the organization.
For the lover level manager access to information and toust became his source

' 112%
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The pattem of centzalized control was also reinferced by a cultural
preference for autocratic leadership., There are, within the social system,
firm roles set usually by ece and by sex. Aas such, indivicuals cerd to view
themselves as canstituents ¢f a coup rather than vieving the oo 2s a col-
lection of individuals.

Authority is centzalized and is amswared wish st—ucmrad Ceference
and cbedience. This pattern cof social behavicr is cfiten fou-d in crgniza-
ticns as well and consesvently cne Sinds an abundance of stuctwres social
roles, Consistent with this pattern, senior ranagers cenerally encourace a
dependent relaticnship cn the part of their suwbordinatas, by rewarding the
jumicr manager for benavicr which maintains his subardinate position.

As ower and control were centralized, the covermment had a difficult
time sezarating the concest of ownership Ircm manacerent in state controlled
cr@@nizaticrs. Decisicns were made at inacorooriate nich levels and rein-
forced the dependent relaticmship of lawer levels of ranacement. Uncer Arab
Socialism and its imjucticn aceinst irprovisaticn the staice had been set
fer his cenwralized acpreach o crerazicns and woczv its eflfects are stiil

part of an organizaticnal behaviar., This is evidensed in varicus forms in-
ternal o an creanizaticn including LicK of delecation, centra:ized decisien
Taking, and an evhhesis cn procedur rather than rasulss. ’

ince serformance was viewed bv rany as sectndary to polivical and
social success, no effestive way to measure crzanizavicnal rerdormance was
cevelcred. As this Zcrm of accountadilicy was not easnestly used, the arcan-
izaticn itself dig not cdevelcp internal indicators of success<ul verscrmance,
2 crzanizaticnal resulss yielded o an inmut and mrocess crientatien., On
e individual level there often are no standarss of ccniuct ¢or persormance
and subsecuently no locical conseguences to behavicr. Within the crganize-
tional context the worker cevelcped no insermal discipiine while the crceni-
Zaticn sroviced no extermal cuidance,

in sumary, lsadership in Scvetian organilaticns tend ©o be autocrartic

in nature which is consistent wizh its social ad xlizical views of avthorizv,
Pover and cont=ol, i.e. the ability o Zetemrine outzomes, is demendent cn the
access o infcrmacicn and trusted ecpla. It is genera’ly camtraliized in the
creanizaticn and consaquently decencralized forms ci ranacement ares stbiect

O suspicicn.
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Orcanizationa]l Processes

Processes refer to the interactions amcng pecple that take place
within an crcanization. It is uvsually thoucht of as the factor wnich dif-
ferentiates effective crganizacions f~am ineffective cnes. Given similar
sttuctires and Sincticns, scme crcanizaticonal wnits are able ¢ interacs
more effectively and consequently mwoduce hicher cutputs. These srocesses
are classified as cormmication, motivation and decisicn makino.

It was cener2lly faund that in Ecyptian crcanizaticns, coommica-

tion patterns tended ¢o reflect the circumstarces indicated in the poevious
secticn cn leacership., Paterns flowed dowrsard rather than Swo way and
tended to move vertically rather than hcrizentally, The catterns reflected
the wwillincness o share informaticn ard also reflect the lack of know—
ledge cn how 0 use information. The catterns are Used more to reinforce
roles in the oreanizaticns rather than © increase its effectiveness. Con-
secuently the orcanization ternds to be more reactive o situaticns rather
tan oactive. Strict patterms of comumication are followed irrespective
of how effective thev are, arnd they tend to reduce the ansfer of imfer-

Motivaricn gatterns often are inapcropriate for verious reasens.
Since pei':’cr:rance is rot directly rewarded (e.g. .incentive bcnuses are used
o surplemert 2ll werkers wacges) compliance o:ca."z.iza:.i_cne_'l rules terds
to fcous on swrviving in the crcanizasion and m aintaining senicrity. AcTrep-
riate behavior is also motivated by mraise ard ascroval Som sowerul persors
cTeating sitiaticns where an individual keers infarmazicn so cnly he ean e—
sent it 'Zs bess. Generzlly then, motivaticnal cattems are based on
instuomental satisZfacticn rather than internal sa=isfackion.

The rerfcrmence of an crcanization cée cepans cn <he effectiveness of
Tie decisicn gaking rocess. Sowever, since there is a lack of sharing of
informazicn, a lack of acoiwate perfcrrance criteria, ard other variaples
the cualisy ¢f a Secisicn is ofsen suspect. The stTucTture and process of an
OrcanizaTcn olten impede the =imeliness and ul=irace acceprance of the dec-
ision. Decisicn making seems o be 1ore 2 srobiem of trocess skills sman of
technical skills onthegart ¢f the manacer. The end result of all this:
reactive cecisicn raking at inazorezriate levels with no systems merspective
o the effects ard with decisicns cf=er Cverccme By events or hased on susfi-
cient infcrmaticn. '
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Manacerial Role
Given the envircrmental factars, (lecal, litical, ard otherwise),
and the crznizacicn sttuchwre, fincsicn, and srocess that is influenced by
the envircmment, the role the Egyptian menager is expected to perform in
the "new Egypt" is severely constrained.
The ccazext or climate within which he manaces creates a situation

where
® He was promoted based on seniority not manacerial capability
He is expected to execute decisions rather than meke hem
He is reactive rather than proactive ard is rewarded foo being
t way ‘
e He is finctionally rather than crcanizationally criemnted
He is encouraged to keep information rather than share it

® His rerscnal aceréa is more iroortant than the crgenization's

agenda ’

® His mole and responsibilisisg are not clearly cdefined nor are

his perfcrmance expecrations
He is. ocoipied with oollecting data rather than utilizing it
® He is producticn oriented rather than market criented .
BEe assumes ne must ioxow more than his subordinates, less than
his bess
Besnotrexardedfc:orermxagedtotakerisks

® Heisnot:ewardedforcrermgedtbleammnageneztskins
5etadst::seer:omlueinplanni::gcrfcllmupsinczhebe-
lieves most crmnizational matters are bevond his control

® He views his rcle as a system "maintainer” rather than system

"Tenacer”

In sumary, the role of an Zgyptian marager was icrged in a siatic
credictaple envircnoent which s tmately is not apprepriate to a dynamic
wmcertain cne caused by molitical, social apd eccnamic twansition. Figqure
2 illustates the impact these envircntental factors can have on both the
cra@anizaticn and the ranacer's indivicdual behavicr,

&
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ENVIRONMENTAL CONDITION~-———— . pAFFECTS ORGAHIZATION - ——-- -

FIGunRe 2

-~ AFFECTS INDIVIDUAL MANAGER

I SOCIAL AHD STRUCTUIAL ISSUES
(LEADERSHTD, Aruonity, pec-
ISION MAKING, POWER)

B 0 = et - o e = . = . s 2 — e e fa e k4 e ey - - ——
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¢ Authority flows trom political ¢ Power ns n concept and as n

nftilintion of organizau on,
Neflects transitional nature

¢t socloty, bolh cconomicnlly

and politically,

N.B,

reality has shifted from

elite to land holders to
lMuasi-cliic of powerful Job
holders.  Autoeratic leader-
ship style reflocis this [ned
levels below top only differ

ia depgree not in lind i.¢,

key lower position: yiald
dower butl of leasscer dopree.,
Promolion/access Lo power is
basod on other than werit,
Thero 1s no professional man-
apgement since tho syatem does
not rewvard the pursali/nchieve-
ment of managevinl skilleg
Roflecting political agpect

ol Loy posttions, trust in
subordinates {5 maro hipghly
valued Lthau compelenceo

survival,

® 3ince promotion or survival

is not based on merit, it on-
courages a power ortentation
In managors, Since ifnforma-
tion s a source of Bmi'—:_ll
15 viewed ns a gcarce, exhaug-
table and valuable resource
thnt must not bo sharod - par
Ucularly with those below

you, The percoptlion 1s that
liformation shared is power
losl., Communication patterns
tend to flow onag way vertlicenlly
rather than in complex patterns
This rednforces the autocratice
declsionmaking patters. Infor-
eatlion is shared ontlywhen 1t
benofits the individunl, por-
sonal agendns are alwnya more
fuportant then orpganizationnl
ngrendayg,

Infornmtlion and/ov trust becomes a1 source of orpgaulzationnl

FThls may he related Lo the need of politicinasg
to mndntnin control nver thelr

ontorprises, The successful

ovnluation of a political system 1s oflen based on trust of

key momberg,

Thus this “valua" 14 passed down the line, It

18 a fact of organizational life here anvd it is nd nvcessar-

11y "bad" manngement,
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EHVIROHMERTAL CONDITION

—-FAFFECTS ONGANIZATION

barrrcrs TNDIVIDUAL,

L

- 6 Autocraiic Authority struc- o
turo reflocts culturanl pre-~
ference o

-

® CGovernmoent does not separato e

ownorship from management anel
therefore operntional decl-
slong aro mado at innppropri- o
ately high levoly (e.¢. pricog
are set at iaput and output
points and afrfect profitabl-
Hty of tirm)

Noles ore cloarly oestablished
in a Werarchicnl fashion
Organtzation wmore rpactive
thinu preactive,

Top maurpers ronerally encour- o

ago a depondent reintlionship
on the part of thotr subordl -
naten, This I5 relatea to the
maintonance of pover loguo and
a general feelinp that lower
leve! managers nro not techul-

‘eltlly conpetent to act indepen-

dently,

Docisions are made appropriate
to n gtatic environment rather
than to a dynnmic one,

Prorfit is not tho nmain coucern
or growth either,
to soclnl {ssues which may be
incompatable with "efficiency

or offeclivenoss" of orguniza-
tion,

These yiold o

¢ Uannper has need for depon-

dont rolationship and crontos
situationg that rofuforce rola
perceptlon,

Ho nctivoe fnvolvement ta doct-
gfon malking nrocoss,

Executor of top down doclianiong

= Hanager views himsolf asg oxe-

cutor of policies.

Manager in name only - has no
anuthority responsibility,
Procedure rather than results
oriented,



N OYA

ENVIRONMENTAL CONDITION‘**———“—““FAFFEQTS ORGANIZATION : P-AFFECTS INDIVIDUAL MANAGER

o There is no government wide @ Success Is based on inapprop- e lHo functional measures of sguc-
process/formula for public riate indicators, some data coess - senlority, access to
companies to evaluate por- totally unrelfable information, trust - these be-
formance, o Personnl agendas become over- como koy porsonnl igsuecyg of

riding concern of top managors guceesdg,  derit is not strossod,
o Lo organizantlonal ncceuntabl- ¢ lo personal sense of accounta-

11ty to results bility
¢ roduztion figures are pro- o Ho job descriptions to define
sented in simplistic fashion roles or performance expecta-
witlhi no analysis of interre- tiong,
Intednoss to other indicators.o No performance standards and no
e lancuentive systems, thus, be- relation of performanco to pro-
ccome simply tiod *'o productiaon motion,
rather than reduccd cost or o llole conflicts are high
other varinble, o Attitudo thal there is no neod
® Suaccess is often nssociated to plan, organize townrd goals
with organizations who don't which arc 1ll-defined or meroly
demand much or don't crente prodution orviented,.
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ENVIRONMENTAL CONDITIONS

»AFFECTS ORGANIZATION —

PArYFECTS

INDIVIDUAL MANAGER

Ministers couslder the top
manager as lhe oanly one fun-
ctionnlly or legnlly respon-
sible for decislaons,

Top managers do not ta ke
risks oo
Do not delegate to otlhers
becanse of legal 1ssues/
responsibllity as well ag
power issuce,
Organization dovolops elab-~
orate conirol mechanisms to
manajce, .
Decislons are pushed to Lthe
highest level possiblo,
Top wanager ancts ns pausive
role model for subordinate
managers,
Span of control ig fuily ex-
tended - too many peoplo re-
portL directly to top managers
The leadership style is auto-
cratic and reflects multipla
(socianl, legal, personal,
itical, economic) 1issues,

pol-

o Modol

hehavior of top managor,

o Obsierves thal ministor considersg
the chalfrman tho only decision
maker and subgsequenlly pushos
nll decistion upwards in the or-
gpanization

o Percelves his role as a manager

ns;

0o

(¢Xa)
00
00

o0
o0

lnto detntls as much as pos-—
sible

over controls subordinates
does not act on his own
fissumes asking questious of
subordinates ig a aign of
weakness

controls iuformation

not willing to take risks be-
cause the system will not re-
wnrd him for doing that,



ENVIROHNMENTAL CONDITION --————o

P AFFECTS INDIVIDUAL MANAGER

IT POLITICAL AND LECONOMIC
ISSUES

TS e =t "t > o = S - = - e o w— G-
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o Implomentation of open door
policy is perceived by some
as some as progressing too
rapidly and its future is
unceriain,

e State/centralized planning
bas existed for 20 yearg =
no compatative foreign mar-
kot or internal market; all
products produced were sold.,

cl-g
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PAFFECTS ORGANIZATI ON

@ Decisions are mnde on basis

of short term return, are
centralized to ensure per-
sonal gain over long term or-
ganization or national inter-
ests, This view nlso reflects
curront political uncertainity
and an historical preference
for short range cconomlc retur
on invoestment,

No concopt ot marketing of
products

Consumer preference not ac-
counted for; a multitude of
other bohaviors which aro neg-
ative in a market cconoiny ,

o

¢

o

n

Mid/lowor levels of managemont
do not have commensurate skills
to denl with open door policy
changes - managemont gap oxlists
Do not participate 1n decision
making,

Mid/lower level mannger also
nodel bhohavior and work on short
term - particularly so tndivid~
unl can recleve crédit for work
rather than tho group,

Manager has no parception of nee.
for competitively nlcing or
marketing of products

Manager is 1apul pad process ori
ented and has limitod/parochial
vioi of output (e.g. production
figureys rather than quality or
market nced/absorption)



ENVIRONMENT CONDITION -— ...

= --———pAFFECTS ORGANIZATION-—

P AFFECTS INDIVIDUAL MANAGER

® Scarcoe resources lead to
poerceived and actual con-
flicts among major economic
elemonts of socioty,

e Labor laws are helieved to
be too restrictive for eco-
nomic development (Guaran-
toed employment, fnability
to hire/fire).

91-8
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Thore 18 often no relation-
ship hotween organizational
decisions which may offect
other soctlors, Consequently
gamo porception is internal-
1zed in the orpganization -
one functional area does not
relate to other functions,
Goals/objectives/targets are
set in an informationnl vac-
uum and multiple couflicts
arise,

Overomployment/lowered pro-
ductivity rates, .

No organizational decision
maliing ability to allocate/
utilizo resources
Organizationnl conflicts
Unions/worker representatives
often working on conflicting
objectives (e.g. incentives
are often distributed to all
workers despite productivity
variences)

Incentive syslcms not well do-~

signed (e.g. production and
qualily control departments
use production figures as
basis for iucentive)

e Managers tend Lo have a parochial

viewpoint and this lack of under-
standing of organtzational inter-
relatednoss is reinforced by the
perception that fuformattion ig
pover and power isg nccessary for
survival (see previous dlscususion
of this 1ssue)

Furthermore, managors tend to ba
promoted strictly within their
technical area and aro not exposed
to different functional nreay
during caroer pProgression - again
a parochial view point cuorges.,

Thero are no standards of conduct
or perfonmnucq and subsoquontly
no "logical consequences" to ac-
tions, This develops no internal
discipline in the worker while
simultancously providing him with
no external puidance

Manager ofton has opposing gonls
values with workers

Manager does not strive for highor
productivity since promotion 1is
not based on {t, Incentives only
deal with monetary rcward,



ENVIRONMENTAL, CONDITION

> AFFECTS ORGANIZATION

PAFFECTS INDIVIDUAL MANAGER
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In many firms there is a
sevore problem of financial
liquidity due to allocation
system of government

In past, contracts for gov-
ernment work were based on a
cost plus system,

@ Inventory levels must bLe
maintninod at inapprop-
riate levols,

¢ Production schedules becomeo
orratic becnuso of erratic
raw materinls flow

® Productive utilization of
capital oquipmont declines,

® No organizational performance
indicators,

¢ No accountability for over-
run of cost/time.

® No offective planning of pro-
Jects .

© Devolopmont of management at-
titude of "anti-planners" -
to plan would nognte the or-
gandzationnl bonefits of a
"cost plus" economic bage,

Managers sce no need for plan-
ning since they dovolop a por-
ception that there are too many
variables over which they Inve
no control

Reinforces cultural sonse of
fatalism

Managers perceive role as "maipn-
tainers" rather than “managers"
Planning s not nocessary or
rationnl

Follow up/accurate feedback does
not occur

No countrol o waste

No concept of inventory control

No offective way to measure qual

This i1s not only a technical prob-
lém but also involves attitude and
behavior., Negative managemont ho-
havior 1is rewarded by the systen
consequently the manager sees no
personnl rewards to be gained by
boecoming an efficient manager,



ENVIRONMENTAL CONDITION-—————pAFFECTS ORGANIZATION ———--———FPAFFECTS INDIVIDUAL, MANAGER
e Some export/import laws are o Lack of operating capital © Sensoe of complacency
coanlradictory - thoy do not © Underutilization of capital o lloinforces concept of fatanlism
oncourape pgeneration of for- investment o No 1ncentive for risic-taking,
elpn currency or tn fact re- o Low productivity per 1labor © Inability to raiso output per
sult in loss of curreny, hour workoer hour.,
o Allocation of hard currency o Undorcmploqunt
by government often determine g Inability of top nanagement
production levels, to control itg destiny,
o Inveslmont allocatioun deci- o LEncouragoment of depondoent
gionyg do nol favor Jlabor in- rolationship rather than
tensive industries, autonomous ono.
o Pricing policy prevents ef-
fleient companies from accum-
ulating funds to apnly to ex-
pansion projectl/new ventures,
o Wage rates are based on his- o Organization has no flexibil- o lLow wages are based on low pro-
torical data (low rates of ity to reward productive ductivity levels which in turn
w productivlty) rather than on people are caused by goverumental allo-
W capability, Wapge rate inc- © Organizatlons experience high cation decision - concept rein-
m

(a\

reases do not roflect techni-
cal competence,
creases are dictated despite
productivity levels,

Wage rate in-

turnover of capable people
Organization promotes tach-
nicnl person Lo managerinl
position so he can have more
wages, .

forcos fatalism and frustralion
in deanllng with system. This
leands to physical or psychologi-
cnl soparation from organization,
No percecived relationship bot-
ween iandividual accomplisbimont
and monotary reward,

Excellent technical person bhe-
comes bad maunager
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PAFFECTS INDIVIDUAL MANAGER

e Production/output targets aro
aleo basod on historiceal data
rather than predictive/inte-
grative view of cupability,

61-€
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o

o

Rleactive mothod of manago-
mont rather than proactive,
Undorutilized capacity in
multiple nreas of firm

Ho marketing efforts

No creative resaponse to chan-
glng civcumstancos

No local decision making
capability,

o Manager 1s occupled 1n collect-
ing data rather than utilizing
it,

o Nole focuses on review process
of organization rather than
prodictive

e llaintains system



PART C - IEENTIFICATION OF NESD

Analysis of the cordtions which affect menagerial performence in

Zgypt leads cne to the follewing conclusicns:

® lanagement perfcrmance must be viewed as a fimeticn of the indi-
vidual workinc within his crganizational envi-crorens: ard since
ranacess tend €3 view themselves as part ¢ 2 cToip rather than
viewing e croups as a collecsicn of indivicuals, a develcoment
Program mist De conducted in such a way as £5 influence changes

in both the individual ard the crcanizaticnm.

e Thcuch the envircrmental factors (lecal, olitical, ets.) influ-
ence crcanizavicnal and manacerial behavior, thev are probably
better acdressed in a more cormrshensive rocram.  However, a
carefully structired individual and ormanizaricnal cevelcment

Program can influence changes in tha envircemmens. In mEny ine
stances these Zactors are chancing as a netier of cublic molicy
ard will in the Sutmoe garallel cances in manacerial ard orcan-
izaticnal perZformence.

e The nurocse of any develcoment program should be the incressed
effectiveress of the creanization measured in terms of eccnomic
indicators andé crzenizational processes. '

e The cevelctrent needs of mznacars must be viewed in ters of xo-
cess 2s well a2s tachnical capebilities, These cazebiiizies must
be cevelcped in mractical terms 30 whe Taracer is azle t2 inte-
grate manacement kncwledee, skills, and attitides in resolvin

fractical crmnizaticnal prohiens,

® Technical skills are neecad in the following areas:
@ Ecoramics Zocused on a transiticnal mixed ecorany illustrat-

ing the impact of law 43 and how merkes wrices are used as
an instmzent cf wolicy. Related &0 “his would be a know-
ledce cf how =0 meke technical decisions arcut fhe use of
arzrorriate technolocy and how T halarnce socia ccals with
the firm's scornemic cnes.
®® Manacers nead koowledce, skill, ard assisnde develomren: in
rarketing of mwoducss and semvices. n-il now, there has been
™ need Ior these skills, However, <hig s\oject arsa rust
De viewed in rzlation to the transitional native of the econany
(>
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ané soCic-ecTncmic stawys of the market in which the £ixm
& Manacers need To ow tha are: of Pmodurcsion cerwicularly as

T r2lazed U0 davelcoing countTies. Scecial ciroiTstances
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®® Managery also nead Kawlado:, skills, and az—isxie Cevelce—

ment L the axsa of fitance and Coneol, fzain, la2ck of
skills in thrc zroa are menifzstad Sv lack of ascourzta cost
Cata, lagk ¢f cout standaris, znd an unmioveness oF —olatioe—
ships oI cost ©o gricing of & sroéwes,  In the evices aral-
Vsis ol Ioctorz this zenavicr ig tartly awibutabla $o the

L. - . . . — v
cenwralizaticn ¢ mricing decisicns wder the state nlanned

© n2=f S oW how o develop and inmlemenc

——— = an P S . —— ot g} e S s
TTITIILATe nItITAaticn SYstETs, Parst of the &ifficleoy in

tis area is related 5 factors such as availapiliszy of

. Cs il . e e i o= . . .

Caca Cx 12 it s averlasle It s ineflfecTivaly stored and
1 . y—— - . 3 S deims ——m, . s .

QLY “nTermaTiently usad.  Part of this orohlem is techni-

cal, i.e. knowladee o informacicon svst=s, but zart of it

. - - - - . . . - . : - g g g

1S avTitminal: terding o telisve that smmmiricel infor—asien
. . . _ . . .~

s not reaily inzoreent 4o meke a decisicn. AL=21n, the stTress

- s

WOWLL =e &h attaiTuce chance as well as technical kncwledce.

®® Thouch plamning, conool and Zollow 1S con be stsumes urncer

e cther Iincticnal arsas, it Showlid he idsnsified ag secar-

ate area cI ccnceth. A maIor manacerial defigiz is cha saro-

izl view rary o©f the tanzcers Tssess. As 2 mroduct or a

Process tassas IITm Cre ar2a o ancther so does The ooncem

Ior it. Zach marnacer hss cevalicpel &

quently will nSt cITSs them = ensimz the coolewicn of a joo

- that becames scoiemme elisa's Tescensitilicy,

These are the core Simcticnal aveas which ForoTian m=nacers must learn
tate

1f they are o effectively cerfom wizhin +he wransiticnal economic s
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Egypt. These Zimcticnal skills are essencial
Sut there is diZfizuley in assim-

must be learned in an intacratad Zzshicn.
ing *hat the neess c¢f
Sfuncticnal arzas. e
formence indicate that a crice AliZiculty is
to the work enviromment. A3 the Gifficulty
within te ccis—eain e envircnment s
tsc_::ativé Frocass skills, These skilis des)

i1

don
. b—a

eén2lysis cf

~
ot

as introdicdicn cf cances, sharing cZ informasicn

N -

tse cf mouivaticnal techniquss, ifentificaci
influence, delegasi

dealing with power an
Frocess skills con

tr

e

Syrtian tmnacers can sa
fact=s

e TAJAr catecories:

in themselves bus rarwicularly

recduced sclely .Sxwlege cf

DS SR

o2t inflirence mangerial per-

the application ¢f “hese skills

in acnlying these technical skills

Tat Zgvpoian ranace-s lack in-
With crcanizzoicnal issues suss

&na canmmacation zatterts,

Sn ard rescluticn of sroblens,
» &nd so Zcosh, Generzally, these

¢ Ability © analyze, diacnose, and ef: tively rescond to situaticrs
(Frsactive rather then reac—ive)

o Abilixy = i.r::ar;"el::e - mcerstand ard be able to reiate o var-
ixs elsmen Pecple, situcTires, ets.) of an Ccreanization

0 Ddiliey o meie desions - develcping oltemmatives to situations
ard taking a zisk in sa2lesting zn altermative,

With these three Frocess skills acting as a basis for le2miing ard

arplying the Smeticnal ekills, the intecrative aspect of ranasement, so

C s . . . - :
<itical ¢o the needs of an zgyvoes

~a
Toe

In sumary, +hen,
Fxrized as mvocess skills and

® atilicy © znalyze
0 abilizy & interrelate
® aoilizy o make de~isicns

-

 Develcrmants
skills, ard

cT

Tese cacehilities wewld form
atitides in:

Develcomant Zocnomics
Maxk

e @ 0 o o

eZsctively develcped,

a base for develcping krcwledge,

Informaticn, Contol, and Evalvatien Systers
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III - PROPCSED INTERVENTION

fram the analysis of what influences effactive managerial behavior
several cpticns are available in the desicn of a éavelcmment trogram. These
options include: .
@ Instituticnal Develorment whereby resources are broucht to bear
O reduce the impact external lecal, politi ical, and economic
forces have an arcanizational behaviar. The assunption is that
cnce these envircrmentzl conditions ars changed, the crganizaticn
and individual will be able to Amceion more effectively.

@ Organizédonal cevelogment in which the structurs, function, and
process are modified so the creanizaticon beccmes more effective
even within the environmental constraines,

° I:m_v:Lc:u._l Cevelomment whereby ..nd_vu.dtn_s are taucht meEnacement
apart frem their ocrcanization. The assurption here is that the
indivicual will agply what he has learmed recardless of the or-

Mizational climate.

i

K
!;z

: t cption coes not apeear real.z.st_c c:wen the J__m‘.aucn of
*esources and’ the zhsence of aﬂy access to a broad molitical hase fwhlch could
affect the chance. More imoortantly thouch is that the enw.:.r'crmem_.l factors
have been addressed by the Goverrmen: of Zaypt throuch the Corrective Revolu-
ten, the Open Door Policy, and similar broas actions. Thouch these actions
will not cenerate immedis =Clate chances in manacerial behaviar, they do provide
an excellsnt climets for those ciances to tzke placa. ‘
As these emvirormental factors chance arnd as croanizaticnsl effeceive-
ness in the industwial sector beccmes +he sine Qua non for aporovel in the
Political arsna, more 2nd more orcanizations are moving toward a more orofes-

simal apmreach O management. As the demand for effectiveness frem an orcan-
izaticn increases so doss the demand for individual performence increase.

Reconmandations

Given these ccmrencss ané given the "ac*' that mEnagement cexiormance
'is a coobinaticn of the individual and his anv:x.rcrm'e.m, a m:ocxram wilich adéresses
both camcnents is recommended. A program cf this nature would incorporate the

18K
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The client weuld be viewed as e croanizaticn and the DuDose
of e croczm wauld be ¢ increase the effac-iveress of the
crgzrizazicn, Part of he Lroccram would include Tenagemenz
casulTing © the orgenisacicn,

Executive cevelcorent would szress tha arolicaticn of menagement
skills,

The Zocus should be on near term resulss and with the wnderstand-
ing thac thers would be 2 leng term develcament of a cadre of
Egystian renagers.

The emthiasis should ke on the _,:-';:‘.&z.‘ Sotext and focus on th
resoluticn cl srobists razher than caanging oI renacerial style.
There sheuld te a2 strass ca methods of 2daptation and adopticn
of modemm managzment technicuss. In additicon, there must be a
mecharism o devallp IoTt spesific &Trrecamies & rmanacement.
e program sicwld incluf2 sare ins cration of multiple levels
of manacement.

TO have an inmmact the mrocram should be focused on teams of rar-
acers Ircn stesiiic crsanizaticne within speciiic priority sec-
tors. o 7

The procoam shculd srovide a mechanism for research in‘Egyptian
Tanacement. | |

There shcuid be a comcnent which prurotes the role of manacement

Cevelcormint in increasing Crmnizacicnal affacmivaness.

[N

There should be a2 comzonent desicned o ennznce the education of

o
- < - < - - s s Y
finally, <he program must recomize <har n nacerizl cazacilizy is
. : . . o : - . . :

SIS o an crmanizaticnal envircnment. It is not a rroduct sin-

cularly develcged and swored unil a suSficient amcimt has Teen acoomlated

€D have an

abilisy g
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Sy e P pm— - fa R g —~ 1 ade e e om —~—— ek ba
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ANNEX B: PROJECT TEC&NICAL DETAILS

II .- DTA CYCLZ: POSSI3LEI MODEL AND SCEEDULZT
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1))

[38)
[§4)

ONE MODEL OF DIAGNOSTIC, TRAINING, APPLICATION CYCLE
(Assunmptions used in rlanning and budgeting)

twolvn thria
woek weceks weeks weeks

e e

e r o =

DIAGNOSTIC

TRAIHING APPLICATION TRATNEING
Interviews Gencral management e Teams of partici- Developiment of
Document analysis tralning to develop nants In own figom: skills in such

Surveys 8kills in the inte-

gratjvo management
process; ability to

apply skills to
prroblems velected
in dlagnostdc e planning and
staye control

areas as

Orqunizstjon
analysis
Pioblem I1den- ® sualyze

tificoLl o Truolnees work with e finance and
cotton e intcerrelate teanm on schedulec accounting

and “on-cal )
Lasit ta ausstut $n
prebloen salving e production

Consullatfon with
top management,

sclection of prob-
ews for attention .
and of kcy wana-
gers for tralning

e make decisions & markcting

Tuerm and Leulnercs e 1nformation
Lkeep top manage- systems
went informed and

tnvolved * organization

Tdents fication of theory
tesultys expectod
from problom

resolution.

APPLICATION

Simidur to carlter
applicatlon phase,
but dealing with
olther aspects of
problems treated
then or with o new
problem sct.




table 2oorme Possible Schedule ol Oy e, Using tiodel of FPable 1t
This figure takes into account Lhe several external factors

(vacations, Ramadan, weatler) hat schedul ing lwpractical.  However, §t is

timpot Lant Lo recognize Lhat Lhis is not the only feasible schedule and that it does not
mean only 23 cycles can be Orgdanized.,

need Lo balance work load and
make cont inuous

T 138l 15 2 L. 1983 - 1984 L 1985
l — -
5
10
31 o
]
)
» ~—
15 =
2d T
* Note thal the labor inlensiveness of the diagnostic
phase wmeans project staff will be engaged in 1t and
preparcing for the cycle for approximately 3 weeks
Lo cover an averagye filve companies. However, an MDP
Leam would be in any given company only one of Lhose
- weeks.  This

programming chart inctuades Lhe Full 3
/C weeks during which project stalf would be oo

<) “for each cycle.

engaged



ANNEZX C:” INITIAL ENVIRONMENTAL EXAMINATION



TO

FROM

SUBJECT:

CPTISHAL FIRM 9.3, 1)
MAY 14 LDITIN
(2T 42N RNLNS I LEFTITN |

UNITED STATES GOVERNMENT

Memorandum

NE/TECH/HRST, Thomas McDonough DATE: July 22; 1980
Project Chairperson

NE/PD/PDS, Stephen F. Lintner ,?f Fe o{
1

Bureau Envirormental Coordinator

EGYPT - Management Development for Productivity Pro ject
Paper (263-0090) - Envirormental Clearance

I have revicwed the subject project paper and concur with the '"Negative
Determination' funding of the Mission. :

cc: GC/NE, T. Carter
USAID/Cairo, Envirormental Officer
USAID/Cairo, L. Michael Hager, Senior Legal Advisor
USAID/Cairo, James B. Riley, Urban/Industrial
Development Officer

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan

qY4



ANNEX C

TERCCTOLD DRCICION SieT) o
IRITIAL ETVIRORMEITAL TXAMITATIOR

Project locetica: Egypt

Project Title: Management Development -for Productivity

Fundine (Fiscal Year end p=oust): FY 80 $8.5 millien

TIT Provared Bv: R. Roberts Date: 5/27/80
AID Contractor

zavirommental Act
(Environzental As

ion Fecormanded: Negative Deter'm...atlon ‘
sessz=ent, ..egati’re Jeterzinazion, esc.!

Mission Decision: . .
(Apcreval/Disapproval of Envirozmental Acticn Reccmmendes in the 'ITF)

Approved :

Disapproved :

Date :

Clearances: m / !
7z -
Zovironzental Coordinnto [ \TL“ua e xa S L [ i

Ceher Migsion Qf24-cs

vesma
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DEPACT IDEITITIC..TI0N

Ja

=V, LU

CMIAr TS Th
o wewm .

- o

Irpect sirecs cnd

Sub-srazs

A.  LAYD USZ

1. Crenging

<he

2. ZIpcressing the population o

Lend

rltering

$a

5. Otrcer 72

Foreclosing

Zxtracting aeturcl resources

cleaxri

Changing soil character

nnd--tv--\’
S0 wm o Wy mmrtn

defenses

imgoriast uses

Jeoprrdiziag ner or ais worlks

ctors:

B, W\TER OMALITY

1. Physiczl stcie of weler
. nenizzl 2nd biclogiozl stet

2. Cheniczl 2nd diclogiczl stetes

3. Ecological oclconce

L. Other feztors

1/N-- lio eavironmenzz) impdact
L .- Little environmental izpact
¥ - Moderzte environmental izpact
% - Figh envircnmental i=soct
U - Unkoowm envircomental izpace

charecter of the lend throug::

mhnen
zéenzilicetion
2 Twalvezionl/

z |z |z

Yix



PACT IDEITIFICATION /2D EVALUATION FCRM

C. ATVYOSPEZRIC
1. Aa> edditives
2. Alr pollution
3. TNoisc polluticn

L., Other fectors

D. R MM RESOURCLS

1. Diversion, zltered use of wvater
2. Irreversivie, inefficient commitnents

3. Other fac:ors

E. CULTURAL
1. Altering physical sy::.bols
2. Dizutioz cf culturcl traditions

3. Other factors

'q

€0CTOCTONOMIC

1. Ctsnges iz ecozozic/azpleyezent dotterns
2. Chenzes in pecpuletion
3. Crenges in culturzl patlerns

L, Other factors

Page 2




DPACT IDZNTIFICATION f3D EV.LUSTION FOEM

G.

R.

I.

HEALTH

1. Changiag c azturzl enviropment

2., Elimipating ar ccosystem elesreant

.t

3. QOther fzectors

1. Internationel i-pacts
2. Controversiel Iirpacts

3. Other fzctors

OTHER POSEIBLE DMPACTS '(not listed abeve)
Prepated By: R. Roberts Date:5/27/80

AID Contractor

Project Loc¢ation: Zgypt

Project Title :

Poge 3

N

N

Management Development for Productivity
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Prior Actions
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11,
12,

13.

14,
15.

16,
17,

8/80 Pro Ag Signod
8/26/80 Didders Confereunce, Cairo
12/2/80 Contract Signed
12/2/80 Plan of Operations tec 6/30/83
approved .
1/3/81 Contractor Team arrives
3/29-31/81 1st Top Management Seminar
4/25/81 et DTA cycle bogins
5/1/81 Promotion Activity Intitiated

1/1/82 Egyptian simulation ready for tTie

6/1/82 138t Tasl: Force to U,S,
12/31/82 7-9 I'TA cycles completed
12/31/82 3-4 Task Force visits to U,S,
completed

2/15/83 Contractor 2nd Annual Report
submitted

2/15/83 Plan of Operations for last
two years dranfted

3/1-31/83 Interim Evaluation

5/1/83 AID design change decisions
based on evaluation

6/1/83 Plan of Operations 7/1/83 -
6/30/85 approved

9/1/83 Bogin DTA cycle 15 (or higher)
3/31/85 Complete training phase last
cycleo

6/15/85 Last Task Force visits end
6/1-7/15/85 Final Evaluation
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ANNZX E: RECOMMENDATION TO PURCHASE EGYPTIAN POUNDS

WITH U.S. DOLLARS
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ANNEX E

RECOMMENDATION TO PURCHASE
EGYPTIAN POUNDS WITH U.S. DOLLARS

———

The total cost of this four and a half year projec% is esti-
mated at $11.5 million. The USAID financial contribution is
set at $8.5 million, or 74% of total cost. Egyptian entities
w.ll provide the local currency equivalent of $3 million, or
26X of total cost.

Over the life of the project, $2.8 million, or 33% of che
total USAID financial input will be required to cover local
currency costs associated with the provision of technical
assistance. -Included in these local currency costs are local
per diem, housing allowances and other miscellaneous costs
such as procurement of secretarial and lnterpreting services,
and such local procurement of commodities as is authorized.

To cover these costs, the Mission will purchase Egyptian
pounds with U.S. dollars provided by the Project. The Egypt-
ian pounds will in turn be made available to the contractor
responsible for project implementation for disbursement in
accordance with his contract with USAID, and with the agree-
ments reached between USAID and the GOE in the Project Agree-
ment.

One reason for using-dollar funds in conjunction with Egyptian
pound costs is that this represents an additional real re-
source to the Egyptian economy and provides an incentive for
the Fgyptiasn Government to implement new initiatives that other-
wise it might not be able to undertake. Another is that this
project is designed tc have the most dirzct beneficiaries
(enterprises) pay a substantial part of the cost. Given

the riewness and the high start-up costs of the project, it

is not feasible to ask Egvptian entities to pay all of the
local currency cost, which is half of total project cost.
Considering these factors 'and the importance of the Project
to the GOE and the Egypt-U.S. Business Council, we have con-
cluded Project local currency costs should be dollar funded.
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ANNEX F

SC (2) - PROJECT CHECKLIST

Listed below are statutory criteria app.icable penecrally to projects
with FAA funds and project nriteria applicable to individual funding
sources: Development Assistance (with a subcatecgory for criteria
spplicable only to loans); and Economic Support Fund.

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TC DATL?

HAS STANDARD ITCM CHECKLIST BFEN REVIEWED FOR
THIS PROJECT?

A. GENERAL CRITERIA FOR PROCECT

1. FY 79 Apo. Act Unnumpered; FY 80 Anp.

Act Unnumbered: FAA Sec. hl4a: Sec. $53(b); (a) Congress will be notified

(a) Describe how authorizing and appro- in accordance with regular
priations Commiccees of Scnate and llouse agency procedures,

have been or will te notified concerning (b) The intended obligation is
the projecz: (b) 1is acsisraace within within the level cf funds
(Operational Year Budget) courcry or appropriated for Egypt.

international organization allocation
reported to Congress (or not more than
§1 million over chat figure)?

2. TFAA Scc. 6ll(a) (l1). Prior to

obligation ir excess of $100,000, will

chere be (a) engineering, financial, (a) yes
and other plans necessary to carry out

the assisctance aad (b) a reasonably firm

estigate cf the costc to the U.S. of the (b) yes
assistance’
3. FAS Sec. 611(a) (2). If further N.A

legislative action is required wichin
recivient country, whar is basis for
reasonable expectazion that such action
vill de cocpleted in time to permit
orderly accomplishment of purpose of
the assiscance?

4. TAA Sec. 611(b); TY 79 Apo. Act Sec. 101;

Y 60 Abop. Act Sec. (501.) 1f for water N.A
or water-related land resource constTuction, - PTeThae
has project met the standards and criteria

as per the Principles and Standards for

Planning Water and Related Land Rescurces

daced October 25, 1973?




5. FAA Sec. 611(e). 1If proiccr is
capital assistance (e.g., construction),

and 3ll U.S. assistance for it will exceed
$1 million, has Mission Director certified

and Regional Assistant adminiscrator
teken iato coasideraticn the couatry's
capability effectively te cainctain and
utilize the projecrt?

0. FAa Sec. 209. Is projectc susceptible
of execution as par: of regional or mul-
tilaceral project? Ir sc whv is project
not so executed? Information and

. No

conclusion whether assi:cance will encourage

tegional developuent prograns.

7. TAA Sec. 601(a). Informicion and

conclusions whecher project will encourage

ciferts of the counsry to:  (u) increasce
the £low of intermational crade; (b)
private initiacive and competition;
(c) cncourage development and use of
cooperatives, crodit unions, sod saving s
and loan associations; (d) discourage
menopolistic pracrices; (e) improve

-l
technical efficiency of induscry, agri-
culture and commerce; ané () streagchen
free laber Jnieons.

§. TA: Sec. 601(E). Informacion and
conclusion on how project will encourage
U.S. private trade and invesctment

trcad and encourage private U.S. pareci-
cipation in foreign assistance programs
incl

uding use of private trade channels
636(h).

9. FAA Sec. 512(b); See.

foster

Describe
fZceps taken to assure that, to the naximum

Through industrial management
training and coasulting, project
will encourage private initia-
tive and improve technical
-efficiency of industry (impacting
(b) and (e). ‘

Project sponsor is Egypt-US
Business Council, whose purpose
is encouragment of US-Egyptian
trade and lavestmeant. Project
will contribute to impraing
local mam gement resources of

he services ol U.S. privace cnterprise).praspective partners (and on

which investors can draw).

Public and private Egyptian con-

¢xlent possible, the country is contributing tributions will be rade in kind

Jocal currencies o mect the cost of

cenrractual and ocher services, and Fereig:

currencies owned by che U.S. are urilized
to meet the coust ¢ contoactual and other
SeTvices.

F=2

and in fees Government and priv
vate organizations will pay for
services of project, Contribution
maximized by fee schedule basea
on current feasible rates and
increase over project life. US-
owned local currency is fully
programmed and not available for
this project.
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10. TFAA Sec. 612(d). Does the L.S. own
excess foreign currency of the country and,
{f so, vhat arrangements have been mace
for its relcase?

11, FAn Sec. 601(e). Will the project
utilize compecitive selection procedures
for the avarding of contracts, except

where applicable procurement rules allow

otherwise?

12. FY 79 Aop. Act, Sec. 608; FrY 80
ADD. Act Ses. (521.) if assistance

is for the production of any commodity
for expor:, is the cormodity likely

to be in surplus on world markets at the
tiae the resulting productive capacity
hrcones operative, and 1s such
2ssistance likely 2o cause substancial
infury to U.S. producers of the saxe,
sinilar or competing commodicy?

FUNDING CRITERIA FOR PROJECT

Develooment Assistance Project Criteria

2. FAA Sec: 102(b); 111:; 113: 28la.
Excent to which activity will

(a) effecctivel: 4involve the poor in
development, by extending access to
economy at local level, increasing
labor-intensive production and the use

of aorropriate technology, ~r.eading
invesctment out from citie. ‘o small

towns and rural areas, and .nsuring

wide participation of the poor in the
benefits of cevelopment on a sustained
basis, using che appropriate U.S.
institucions; (b) help develop
cooperatives, especially by technical
assistance, to assist rural anc¢ urban
poor 2o help themsclves toward becrer life,
and othervise encourage democratic
private and local govermmental institu-
tions; (c) support the self-help efforts
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of developing councries; (d) promote

the participation of women in the national
economies of developing countries and

the improvement of women's status; and

(e) utilize and encourage regional
cooperation by developing countries?

b. FAA Sec. 103, 103a, 104, 105, 106, 107.
Is assistance being wsde available:
(include only applicable paragraph which
corresponds to source of funds used.

If more than one fund source is used for
project, include relevant paragraph for
each fuad source.)

-

(1) {103} for agriculture, rural
development or nucrition; if so (a) extent
to which accivity £s specifically
designed tn increase productivity and
income of rural poor; [103A] if for
agricultural research, full account
shall be caken of the needs of small
farmers, and extensive use of field
testing to adapc basic research to local
conditions shall be mode; (b) extent

to which assistance is used in coordi-
nation with prograss carried out under
3ec. 104 to help improve nutrition of
the people of developing countries .through
encouragement of increased production

of crops with greater nutricional value,
improvement of planning, research, and
educacion with respect to nutricion,
parzicularly with reference to impro-
vement and expanded use of indigenously
produced foodstuffs; and the underctaking
of pilo: or demonstration programe
explicitly addressing the problem of
malnutricion of poor and vulnerable
people; and (c) extent to which

activicy increases national food
sccurity by improving food policies

and management and by strengthening
national food reserves, with rarcicular
concern for thc needs of the poor,
through measures eucouraging domestic
production, building national food
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regerves, expanding availabie storage
facilities, reducing post harvest food
losses, and improving food distribution.

(2) [104) for population planning

under sec. 104(b) or health under

sec. 104(c); if so, (a.) extent to which
activity emphasizes low-cost, integrated
delivery systems for health, nutrition

and family planning for the poorest people,
with particular attention to the needs

of mothers and young children, using
paramedical and auxiliary medical personnel,
clinics and health posts,commercial
disrtribution systems and other modes of
community research.

(3) (105]) for education, public
administracion, or human resources develop-
. ments if so0, extent to which activity -
screngthens nonformal education, makes .
formal education nore relevant, especially
for rural families and urban poor, or
strengthens management capabilicy of
institutions cnabling the poor to parti-
cipate in development; and(b.) extent

to which assistance provides advanced
education and training of people in
developing countries in such disciplines

as are required for planning and imple-
mentation of public and private development
activities.

(4) (106} for technical assistance,
energy, research, reconstruction, and
selected development problems; 1f so,
extent activity is: (i) (a) concerned
with data collection and analysis, the
training of skilled personnel, research
on and development of suitable energy
sources, and pilot projects to test new
methods of ecnergy production; and

{(b) facilitative of geological and geo-
physical survey work to locate potential
oil, natural gas, and coal reserves and to
encourage exploration for potantial oil,
natural gas, and coal raserves.
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(i4) ctechnical cooperation and devclopment,
¢rpecially wich U.S. private and voluntary,
or regional and international development,
organizations;

(114) research into, and evaluation of,
economic development processes and techniques;

(iv) reconstruction after natural or manmude
disaster;

(v) for special development problems, and
to enable proper utilization of earlier
0.S. infrasctructure, etc., assistance;

(vi) for programs of urban development,
especially small labor-intensive enterprises,
marketing systems, and financial or other
dnstitutions to help urban poor participate
in economic and social development.

c. [107] 4s appropriaze effort placed on
use of appropriate technology? (relatively
smaller, cost-saving, labor using techno-
logies that are generally most appropriate
- for the szall farms, small businesses,

and s3all incomes of the poor.)

d. TFAA Sec. 1l10(a). Will che recipient
country provide at least 257 of cthe costs
of the progranm, project, or activicy
with respect to which the assistance is
to be furnished (or has the latter cost-
sharing requirement been vaived for a
"relatively least developed" country)?

e. FAA Sec. 110(b). Will grant capital
assistance be disbursed for project over

more than 3 vears? £ so, has justifi-

cation satisfactory to Congress been made,

and efforts for other financing, or is the
recipient country "relacively least developed"?

£. FAA Sec. 281(b). Describe cxtent to
whizh program recognizes the particular
needs, desires, and capacities of the

people of the country; utilizes the country's

F-6
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intellectual resources to encourage
instictuctional development; and supports
civil education and training in skills
required for eifective participacion in
governmental processes essential to

self-government.
g. TFAA Sec. 122(b). Does the activicy NA

give reasonable promise of contriduting

to the development of ecconomic resources,
cr to the increase of productive capacities
and self-sustaining economic growth?

-
.

Developnent Assistance Project Criteria (Loans Onlv)

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

of interesc.

b. . FAA Sec. 620(d). If aysistance is for NA
any productive encterprise whnich will compete

with U.S. enterprises, is there an agrecment

by che recipient country to prevent expore

to che U.S. of more than 20X of the

enterprise's ansual production during the

life of the loan? ) :

"3. Project Criteria Soleiv for Economic Supvort Fund

a. FAA Sec. 531 (a). Will this assistance " It will contribute to econo-
oromote economic or polirtical stabilicy? {14

To the extent possible, does it reflect the ::: :glgggtgg:%j.:tigz ty
rolicy directions of scczion 102? policy directions

t. FAA Sec. 531(c). Will assistance under

this chapcer be useld for military, or NO

paramilitary activities?

SC(3) - STANDARD ITEM CHECKLIST

Listed below are statutory items which normally will be covered roucinely
in those provisions of an nssiscance agrecment dealing with ite implemen-.
tation, or covered in the angrecment by igpusing limizss on certain uses of
funds.



These itecs are arranged under the general headings of (A) Procurement,

(B) Construction, and (C) Octher Kestrictions.

A. Procurement

1. FAA Scc. 602.  Are therc arrimpements Yes, as per standard
to permit U.S. swall business tu participate AID procedures
equitably in cthe furnishing of commndities

and services financed?

2. FAA Sec. 604(a). Will all procurement Yes, except for local cost
be from the U.S. except as otherwise purchases as authorized
determined by the President or under delega-

tion from him?

3. TFAA Sec. 604(d). If the cooperating NA
country discriminates against U.S. marine
insurance companies, will commodities be

insured in che Unired Sctates against marine

risk with a company or companies authorized

to do marine insurance business in the U.S.

4. TAA Sec. 604(e). If offshore procu-

rement of agricultursl commodity or product . NA
is to be financed, is there provision

"against such procurement when the domestic

price of such commodity is less than

paricy?

S.” FAA Sec. 603 Compliance with
requirement in scction 901(b) of che Merchant
Marine Act of 1936, as amnended, that at

least 50 per centum of che gross tonnage of
cozxoditics (computed separately for drv

bulk carriers, dry cargo liners, and tankers)
financed shall be rransported on privately
ovaned U.S.-flag commercial vessels to the
extent that such vessels are available

at fair und reasonable rates.

Yes

6. FAA Sec. 608(a). Will U.S. Government Yes
excess personal property be utilized

wherever practicable im licu of the procu-

Tement of new items?

7. FAA Sec. 621. If technical assistance Yes
is financed, to the fullest cxtent

practicable will such assistance, goods

and professional and other servicer from

private enterprise, be furnished mn a




c.

contract basis? If the facilities of other
Federal agencies will be utilizec, are

they particularly suicable, not competitive
with private cnterprise, and made

available without 'mdue interference

with domestic programs?

8. International Air Transport. Fair Yes

Compeczitive Practices Act, 1974.

1f air transportation of persons or propercy
is financed on grant basis, will provision
be made that U.S.-flag carriers will be
utilized to the extent such service

is8 available?

9. FY 79 App. Acr, Sec. 105: FY B0 App.
Act Sec. [505.]) Does the contract for Yes
procurement contain a provision authori-

"zing the termination of such contract for
. the convenience of the United States?

Conscruction

1. FAA Sec. 601(d). If a capital HA
(e.g., construction) preject, are engincer- '
ing and profcssional services of U.S. firms

. and their affiliates to be .used to the
 maxioum extent ‘consistent vith the

national interest?

2. TFAA Sec. 611(c). If concracts for NA
construction are to be financed, will chey

be let on u» competitive basis to maximum

extent practicable?

3. TAA Sec. 620(k). 1f for construction

of produccive enterprise, will agrregate value
of assistance to be furnished by the U.S.

not exceed $100 =million?

Other Rescriction

1. TFAA Sec. 122(b). If development loan,
i{s interest rate at least 2% per annum during NA
grace period and at least 3%~ per annum cherea{ter?

. F=9
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2. FAA Sec. 301(d). 1If fund is estabiishued

solely by U.S. contributions ind adainistered
by an intemmational organization, does Comptrol-

ler General have audit rights?

3. FAA Sec. 620(h). Do arrangements oxist
to insure that Uniteca Staces foreign aid 1s
not used in a manner which. contrary to the
best dnterests of the United Scates,
prometes or assists the forceign aid
projects or activities of thc Communist-
bloc -countries?

4. FAA Sec. 636(1). Is financing net
permitted to be used, without waiver, (or
purchase, sale, lonpterm lense, exchange
oTr gusranty of motor vehicley manufactured
outside the U.S.?

5. W11l arrangemencg preclude use of fi-
nancing:

a. FAL Sec. 104(f). To pav for perfor-
zance of abortions as s method of family
planning or to, mocivate or coerce persor.s
Lo practice abortions; to pav for rerfor-
mance of involuntary scerilization ac a
method of family planning, or to coerce

or provide financial incentive to any
person to undergo sterilizacion?

b. FAA Sec. 620(g). To CUTBPCENSACE OWNCTS
for expropriated nationalized property?

€. FAA Scc. 660. To provide cradlning

or advice or provide anv financial suppore
for police, prisons, or ocher lav cnforce-
=ent Iorces, except for narcotics programs?

d. FAA Secc. 662. For ClA activicies?

e. FY 79 Aop. Act, Sec. 104: Fv 80 Apr,
Act Sec. [504.] To pav pensions, etc.,
for milicary personnel?

£. FY 79 Aop. Act, Sec. 106: v S0 ADp.
Act. Sec. [506.] To pay LN, asgessments?

F-10
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g FY 79 Avp. Act, Sec. 107: FY 80 App.
Act. Sec. [507.} To carry out provigions
of FAA section 209(d)? (Transler of FAA
funds to multilateral organizations for
lending.)

k. FY 79 App. Act, Sec. 112- FY B0 Anp.
Act Sec. [511.] To finance the export

of nulcear equipment, fuel, or technology
or to train foreign nacionzis in nuclear

£iz1ds?

i. FY 79 App. Act, Sec. 601; FY 80 Apo.

Act Sec. [515.] To be used for publicity

or propaganda purposes within U.S. not
authorized by Congress?

11

yes

yos

yes
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AIDAC

E.01 12065 N/A
TA6S:

SUBJELT: MIAAGEMENT DEVELOPNENT FOR PRODUCTIVITY Q2€3-3m)
PROJECT PACSR REVIEV BY THE NEAR EAST ADVISORY COHMITTEE
WEAC)

1. NEAC REVIEVED SUNJECT PP JULY 18 AND APPROVED IT SUB-
JECT T0 MISSION CONSIDIRATION AND RESPONSE TO FOLLOWING
NEAC GUIDANCL.

A, THE DECISION 67 THE HISSION TO OMIT THE PIO FOR TMIS
PROJECT WAS THE BASIS OF DISCU.SION DURING WHICH NEAC
STRONGLY KEASSERTED IM! JRTANCE \F PID AND ITS KEY ROLE
IN PROJECT DEVELOPHENY AND APFR0\AL PROCESS. NEACG RE-
AFFIRMED THE NKEED FOR AN ORDLRLY ¢R0GKESSIOH OF PROJECT
CESIGH AND FOUKD MISSION REASONS FO. BY-PASSING PIO, IN
THIS INSTANCE, TD BE INSUFFICIENT OE’PITE SOME UNIQUE
CIRCUNSTANCES AMD IN MISSION'S Y1EW, \ RATIONAL BASIS FOR
PID OMISSION. WEAC RE/INOS MISSION THAT A PID SERVES
LOGICAL, USEFUL AHD I7PORTANT PURPOSES AXD IS AN AID RE-
QUIREMENT.

9. TRE PACE AT WHICH AR EGYPTIAN MAMAGEMENT OEVELOPHENT
ENTITY BECOKES INSTITUTIONALITED AS A PAST OF THIS PROJECT
WAS. DISCUSSED AS A KEY ISSUE, NEAC QUESTIONED TNE PP

ASSUMPTION THAT A NATURAL FORHATION OF ONE OR MORE
EGYPTIAN ORGANIZATIONS WOULD OCCUR TO CARRY ON HANAGEMENT
TRAINING FUNGTIOMS BY CONCLUSION OF FIVE YEAR PROJECT.
WEAC APPRENIATES THAT AM EGYPTIAN ENTITY DOES NOT NOW
EXIST WHICH COULD BE SELECTED AND NAMEO BY TNE EGYPTIANS
TO ASSUME RESPOXSIBILITY [N COXJUNCTION MITH US CONTRACTOR
FOR {MPLEMENTATION OF THE PROJECT. IT IS UNFORTUNATE

TRAT A RESPECTED AND ACCEPTABLE EGYPTIAN ENTITY CANNOT RE
CREATED EASILY AND QUICKLY PRIOR TO PROJECT IMPLEMENTATION,
ROWEVER NEAC 1S CONCERNED WITH THE INFORMAL UMSTRUCTURED
APPROACN BEING PROPOSID FOR THE EMERGENCE OF AN FGYPTIAN

UNGLASSIFIED

744~ UTG0ING
TELEGRAM

STATE 198707
ENTITY SOMETINE OURING THE PROJECTS® IHPLEMENTATIUN ANO
CCNSIDERS THIS TO BE A RISK T0OO GRCAT TO ACTEPT ON FAITH
ONLY. ‘'ZicW CONSIDERING THE INSTiTUTIONALY. (ON ISSUE
THERE APPEAR TO BE TO LEVELS OF NEEDED EGYPTIAN ASSIS-
TANCE, ONE IS A STAFF FUNCTION FOR DAY-TO-DAY OPERATEONAL
RESPONSIBILITIES AND THE OTHER 1S A MAHAGEHENT/TRAINING
FUNCTION, THE PRDJECT LIKELY CAN BE IHPLEHENTED ONLY
WITH GREAT DIFFICULTY WITHOUT EGYPTIAN STAFF LEVEL ASSIS~
TANCE FROM PROJECT INCEPTION, NEAC SUGGESTS THAT THE US
CONTRACTOR SUB-CONTRACT WITH AN EGVPTIAN ENTITY FOR THE
STAFF FUNCTION WHEN THE US CONTRACTOR ARRIVES ON SITE.
NEAC FURTHER PROPOSES A TWD PHASED APPROACH TO IHPLEMEN-
TATION. PHASE 1 WOULD INITIATE THE PROJECT FULFILLING
THE DTA CYZLE FUMCTION AND US TRAINING PROPOSED 8Y THE
PP. DLRING THIS PERIOD THE US CONTRACTOR WOULD DRAW
UPON THE SERVICES OF THE EGYPTIAN STAFF FUNCTION suB-
CONTRACTOR FOR OPERATIQHAL SUPPORT WHICK COULD INCLUDE
IDEKTIFYING AND ENGAGING EGYPTIAN INDIVIDUALS FOR NEEDED
SHORT TERM PROFESSiONAL SUPPORT. THE US CONTRACTOR
WOULD ALSO USE PHAZE | TO DEVISE AN IHSTITUTIONALIZATION
PLAN FOR THE ESTACLISIMENT OF AN EGYPTIAN ERTITY. THIS
COULD BE A NEV ENTITY OR BE VISTED IN AN EXISTING OHE.

“PHASE | WOULD BE FUNDE® UP TD 3 YEZRS. THE PLAM FOR THE

INSTITUTIONALIZATION OF THE MANAGEMEWT DEVELOFMENT FUNC-
TION VOULD BE COMPLETLD WITHIN 18 HONTAS FROH THE SIGNING
OF THE CONYRACT BY THE US CONTRACTOR. FOLLOWIRG THE
DEVELOPMENT OF THE PLAN.THE US CONTRACTOR, AID AND THE
GOE WDULD DEVELOP A PHASE 11 PROJECT WHICH WOULD ESTARB-
LISH AN EGYPTIAN INSTITUTION T TAKE ON RESPONSIBILITIES
FROM THE US COHTRACTOR AND TO PROVIDE FOR A LASTIKG
MECHARISH FOR MANAGEMENT TRAINING IN EGYPT, THE BRIDGE
BETWEEN PHASE | AND PHASE 1} VILL OBVIOUSLY HAVE TO 8E A
GRADUAL ONE BASED ON EXPERIENCE OERIVED IN PHASE 1. VE
SEE PHASE | FUNDING 50STS FOR THREE YEARS WITH PHASE 11
BEGINNING IN THIRD YEAR TO PROVIDE FUNDING FOR INSTITUTION=-
ALIZATION OF FUHCTION AND SOHE COMTINUATION OF FUNDING
DTA CYCLE UNTIL INSTITUTION ESTABLISHED, PROJECT COSTS

. WILL NAVE TO BE AMENTED ACCORDINGLY.

C. NEAC IS OF THE OPINION THAT THE L3 CONTRACT SERVICES
SHOULD BE PERFORMED BY A US MANAGEMENT OR EDUCATIONAL
INSTITUTION WHICH PERFORMS TRAIHING AS A NMAJOR FUNCTION
AND OFFERS INSTRUCTION AT A LEVEL OF GR DUATE STUDY
COMMERSURATE WITH THE STATED KEEDS OF THE PROGRAM. NECES~
SARY DETERMINATION AND RATIONAL SHOULD BE BUILT iNTO THE
PP ALONG VITH SCOPE OF WORK. THE SCOPE OF WORK HUST BE
QUITE PRECISE SYWCE IT WOULD LIMIT PROCUREHENT RATHER TMAN
SPECIFY UNIVERSITY SELECYION PER AID PR SUB PART 7-4.97.
INCLUDED WOULD BE US UNIVERSITIES AND MANAGEMENT ASSOCIA-
TIONS BUT PROBABLY EXCLUCED WOULD BE CONSULTANT AND COM-~
NERCIAL FIRNS WHICH HAVE ONLY ANCILLARY TRAINING COM~
PUNENT.

D. THE MEAC NOTED THAT THE ADVISO%Y COMMITTEE WHICH
PLAYS A CRITICAL AND HIGHLY INFLUENTIAL RULE IN PROJECT
ACTIVITIES IS AN ENTITY OUTSIDE PROJECT CR MISSION
CONTROL. HOMEVER KEAC COMSIDERS 1T IMPORTANT THAT
FREQUENT AND OPEN COHMUNICATICN OCCUR OURING PROJECT
SHPLEMENTATION AMONG MISSICH PROJECT MANAGEMEHT PER-
SONMNEL, CONTRACT LEADERSHIP AND IM THE ADVISORY COH-
MITTEE. WHILE MEAC AGREES MISSION SHOULD NOT SERVE AS
ADVISORY COMMITTEE MEMBER, T SUGGESTS THE MISSION
CONSIDER HAVING A REPRESENTATIVE FROM THE INTERNATIONAL
EXECUTIVE SERVICE CORPS (LESC) AS A PERNANENT MEMBER
TO OFFER EXPERT ADVICE BASED ON US BUSINESS MANAGEMENT
PRACTICES, MEMBERSHIP FROM [ESC WOULD BE PARTICULARLY-
RELPFUL IN DEALING WITH SPLCIFIC COMPANY HAN GEMENT
PROBLENS THAT THE PP PROPOSES 7D DEAL WITH. IESC
PARTICIPATION VOULC ALSO STRENGTHEN THE ADVISORY COM~

X
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PACE 42 OF #2 STATE 198707 $32099 AIDI12
MITICE AKD SCRVE 10 PROVIOE A US vilw POINI. 10
OPERATE AS ENVISACED BY I PP, THE ADVISCRY COMMITTEL
$HOULD MAVE A CLEAR UNDERSTANDING OF 1S PURPOSE AND
FUKCTIOK ANO THE OBJECTIVES AND IMPLENCNTATION COMCEPT
OF TNK[ PROJECT. WITE THESE UNOCRSTANDINGS FuLlY COM-
PRENCEDLO AND ACCEPTED THCRE WILL BE A GREATCR CKANCE
OF NARNMOHY AND SEWSE CF SINGLE PURPOSE ANCnG ALl
PARTICIPATING GROUPS. FEAC RECONPENOS THAT THE MISSION
FORMULALE & CONDITION PRECEDENT WHICH ESTACLISKES THE
TUNCTION, MEMBERSHIP, ESTABLISHRENT, FINANCING AND
OPERATING PROCECURES OF THE ADVISCRY COUNCIL BEFORE THL
IWPLERENTATION OF THE PROJECT.

€. TNE PROJECT PAPER DCES MOT CLEARLY DCTAIL THE
MECHANISH FOR THC COLLECTION, ACCOYHIING FOR DISBURSE-
MEKT OF THE FEES PROPOSED TO f. COLLECTEOD FROM [GYPTIAN

INDUSTRY. NXEAC RECCAMCNDS TAAT A CONVENANT 8C DEVELOPED
BY THE NISSION VHICH RECULRES THE GRAMIEE AND/OR AP~
PROPRIATE AGENCIES 10 £STuBLISA A RECKANISH FOR COLLEC-
TIOM, ACCOUNTIKG AUD O1SBURSERENT CF FEES IN FOAR AND
SUBSTANCE SATISFACTIGRY TO AID.

2. NEAC REOUESTS mIcSicy CEBLE RESPOUSE 10 ABOVE RECOM-

MENDATIOHS (NDICATING WHERE, [N MISSION VIEW, PP SKOULD

$C MODIF(ED PRICR TO SIGNING OF PROJECT AUTHORIZATION AND
CUAITING PERIOD FOR CONGRESSICHAL NOTIFICATION.  CNRISTCPNER
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A.1.0 PROSECT NUMSER 263-0050

PROJECT
GRANT AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AN
THE UNITED STATES OF AMERICA
"FOR
MANAGEMENT DEVELOPMENT FOR PRODUCTIVITY

DATED: August 31, 1980
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A.I.0. PROJECT NUMBER 263-C050

Project Grant Agreement

Dated: August 31, 1960

Between )
Tne Arav Repuolic of Egypt'("crantee")

And

The United ’Stutes of America, acting - through. the Agency for

International Development ("A.1.D.").

Articie 1: Tne-Agreement

The purpose of this Agreement is to set out the understandings of tne
parties named avove ("Parties"), witn respect to the uncertaking uy the

Grantee of the Project cescriped celow and witn respect to tne financing

of the Project oy tne Parties.

Article 2: The-Project

SECTION 2.1. Definition of Project. The Project, wnich is further

Hescrived in Annex .1, will assist the Grantee"to 1hcreése the

effectiveness of industrial organizations by traiﬁihg"key managers-

1747



in selected firms ang 1ndustries, assistmg them to apply tneir

leaming to actual organizational proolems in tneir companies and

sending some of tnem on short missions to the Uniteo States in
issues-orienteo, industry-specific task forces.

Witnin tne limits of the above definition of the Project,
elements of tne ampiified ocescription stated in Annex 1 may oe

changed oy written agreemént' of the authorized representatives of

the Parties named in Seciton 8.2 without formal amendment of this

Agreement.

Article 3: Financing .
SECTICN 3.1. The Grant. To assist the Grantee to meet.tne

costs of carrying out the Project, A.I.D., pursuant" l;o, the Foreign
Assistance Act of 1961, as amended, sgrees to gfaﬁt tne Grantee
under the terms of this Agreement not to exceed Eignt Million Five
Hunored Thousand United States ("U.S.") Dollars ($8,500,000)
("Grant®). |

The Grant may be used to finance Foreign Exchange Costs, as
defined in Section 6.1, and Local Currency Costs, as defined in
Section 6.2, of good§ and services required for the Project, except
that, unless the Parties otherwise agree in writing, Local Currency
Costs financed under the Grant will not exceed the Egyptian Pound



-3 .

- equivalent of Two Million Eight Hundred Twenty-four Thousand u.s.
Dollars ($2,824,000).
SECTION 3.2. Grantee -Rescurces for-the-Project.

(a) The Grantee agrees to provide or cause to be provided for

the Project all funds, in addition to the Grant, and all other )

resources required to carry out the 'Project effectively and in a
timely manner.
. (b) The resources provided by Grantee for the Project will be
not less than the Egyptian Pound equivalent of Three Million Eight
-Thousand lfl.S. Dollars ($3,008,000) including costs borne on an
"in-kind" basis.

SECTION 3.3. Project Assistance-Completion Date.

(a) The “"Project Assistance Completion Date" (PACD), which is
August 31, 1985, or such other date ac the Parties may agree to in
writing, is the date by which the Parties estimate that 211 services
financed under the Grant will have been perfor?ned and 8ll goods
financed under the Grant will have been furnished for the Project as
contemplated in this Agreement.

(b) Except as A.I.D. may otherwise agree in writing, A.I.D.
will not issue or approve documentation which would suthorize

disbursement of the Grant for services performed subsequent to the
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PACD or for‘goods furnished for the Project, as contemplated in this
Agreement, subsequent to the PACD. |

(c) Requests for disbursement, sccompanied by necessary
eupporting documentation prescribed in Project Implementation
Letters, are to be received by A.I.D. or any bank described in
Section 7.1 nu later than nine (9) months following the PACD, or
such other period as A.I.D. agrees to in writing. After such
period, A.I.D., giving notice in writing to the Grantee, may at any
time or times reduce the amount of the Grant by all or sny part
thereof fGr which requests for disbursement, accompanied by
necessary supporting  documentation  prescribed in Project
Implementation Letters, were not received before the expiration of

said period.

Article 4: Conditions Precedent to Disbursement

SECTION 4.1. Initial Disbursement. Prior to any. disbursement,

or to the isspance by A.I.D. of documentation pursuant to which
disbursement will be made, the Grantee shall, except as the Farties
may otherwise agree in writing, furnish to A.I.D. in form and

substance satisfactory to A.I.D.:

I



(@) A statement of the names . and .titles_ with speéimen
signatures of the person or persons rwbo :will act as the
representatives of the Grantee; ‘

(b) Evidence of the establishment of an advisory committee
consisting of senior representatives of the Ministry of Economy, the
Ministry of Industry and Mineral Wealth and the Egypt-United States
Joint Business Council ("Adviscry Committee") (evidence of the
establishment of the Advisory Committee shall include formal
designation of its members and delineation of its function,
financing and operating prucedures); and

(c) Such other documentation and information as A.I.D. may
reasonably require.

SECTION 4.2 Disbursements: Other - Than- -for - Pre-Contract: -Costs.

Prior to any disbursement or to the issuance by A.I.D. of
documentation pursuant to which disbursement will be made, other
than for pre-contract costs of a'prospective contractor and, except

as the'Parties may otherwise agree in writing,

(a) A.I.0. shall receive, in form and substance satisfactory to

A.I.D., evidence that the arrangement through which the prime
contractor is to provide the requisite Egyptian professional staff
compoﬁent to the project has been formally and legally established
through a signed subcontract or other equivalent means.
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(b) A>p1an of operafions for the first thirty months shall have
been prepared by the contractor and approved by A.I.D. and the
Advisory Committee.

SECTION 4.3 Disbursement Starting the - Fourth- Project ‘Year - and

Thereafter. Prior to any disbursement or the issuance by A.1.D. of
documentation "‘pursuant to which disbu}sement will be made starting
the fourth Project year and thereafter the Grantee shall, except as
the Parties may otherwise agree in writing, furnish to A.I.D. in
form and} substance  satisfectory to A.I.D., a plan for
Institutionalizing the process of moderrizing business management in

Egypt through consulting services and training.

SECTION 4.4. Notification. When A.I.D. has determined that the

Conditions Precedent specified in Sections 4.1, 4.2 and 4.3 have

been met, it will promptly notify the Grantee.

SECTION 4.5. Terminal Date for Conditions Precedent. If all of

. the conditions specified in Section 4.1 have not been met within 120

days from the date of this Agreement or such later date as A.I.D.

may agree to in writing, A.I.D., at its option, may terminate this

Agreement by written notice to Grantee.



Article 5: Special Covenants

SECTION 5.1.  Project- Evaluation. The Parties agree to

establish an evaluation program as part of the Project. Except as
the Parties otherwise agree in writing, the program will include,
during the implementation of the Project and at one or more points
thereafter: (a) evaluation of progress toward attainment of the
objectives of the Project; (b) identification and evaluation of
problem areas or constraints which may inhibit such attainment; (c)
assessment of how such information may be used to help overcome such
problems; and (d) evaluation, to the degree feasible, of the overall
development impact df the Project.
SECTION 5.2. Project Implementation. The Grantee shall:

(a) Carry out the Project with due diligence and efficiency and
in conformity with sound engineering, construction, financial,
adninistrative and other professional practices.

{b) Cause the Project to be carried out in conformance with all
the plans and specifications{ including all modifications therein
approved by A.I.D. pursuant to the Agreement, and provide, on a
timely basis, necessary local currency snd in-kind support as
specified in this Agreement and its annexes.



SECTION 5.3. Cooperstion of - the ‘Parties. The Crantee shall

cobperate fully with A.1.D. to assure that the pucpose of the Grant
will be accomplished. The Grantee and A.I.D. shall from time to
time, at the request of either party, exchange views through their
representatives with regard to the progress of the Project, the
performance of the consultants, contractors and suppliers engaged on
the Project and other matters related to the Project.

SECTION 5.4. Additional Covenants.

(8) The GCrantee shall ensure that funds are availsble to
enterprises under the jurisdiction of the Ministry of Industry and
Mineral wealth to pay fees for Project services as well as Egyptian
per diem and other allowances for managers participating in training
or task-force missions. .

(b) The Grantee shall establish a mechanism acceptable to
A.1.D. for the collection, accounting and utilization of fees
charged to participating Eqyptian firms.

(c) The Grantee and A.I.D. shsll conéult from time to time on
how best to instituticnalize the process of modern business
- management in Egypt. Specifically. no later than the fourth Project
year, the Grantee and A.I1.D. shall consult un how best to implement
the plan called for in Section 4.3 above.

Article 6: Procurament Source

SECTION 6.1. Foreign Exchange Costs. ODisbursements bursuant to

Section 7.1 will be used exclusively to finance the costs bf'goods



and services required for the Project having their source and origin
in the United States (Code 000 of the A.I.D. Geographic Code Book as
in effect at the time orders are placed or contracts entered into
for such goods or services) (“Foreign Exchange Costs"), except as
A.1.0. may othervwise agree in writing, and except as provided in the
Project Grant Standard Provisions Annex, Section C.1(b), with
respect to marine,insurancé.

SECTION 6.2. Local (urrency- -Costs. Disbursements pursuant to

Section 7.2,will be used exclusively to finance the costs of goods
and services required for the Projett having their source and,
except as A.I.D. may otherwise acgree in writing, their origin in

Egypt ("Local Currency Costs").

Article 7: Disbursement

SECTION 7.1. Disbursement -for Foreign-Exchanne-Costs.

'(a) After satisfaction of conditions precedent, the Grantee may
obtain disbursements c¢f funds under the Grant for the Foreign
Exchange Costs of goods or services required for the Project in
accordance with the terms of this Agreement, by such of the

following methods as may be mutually agmeed.upon:
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(1) by submitting to A.I.D., with necessary supporting
documentation as prescribed in Project Implementation Letters, (A)
requests for reimbursement for suchi goods or services, or (B)
requests for A.I.D. to procure commodities or services in Grantee's
behalf for the Project: or

(2) by requesting A.I.D. to issue Letters of Coimitment
for specified amounts (A) to one or more lI.S. banks, satistactory to
R.1.D., committing A.I.D. to reimburse such bark or tanks for
payments macie by them to contracfors or suppliers, under Lettefs of
Credit or otherwise, for such gosds or services, or (B) directly to
one or more contractors or suppliers, committing A.1.D. to pay such
contractors or suppliers for such goods or services.

(b) Banking charges incurred by Grantee in connection with
Letters of Commitment and Letters of Credit will be financed under
the Crant unleés the Grantee instructs.A.I.D. to the contrary. Such
other charges as the Parties may agree to may also be financed under
the Grant.

SECTION 7.2. Disbursement: for Local -Currercy -Costs.

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

obtain disbursements of funds under the Grant for Local Currency

[}
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Costs required for the Project in accordance with the terms of this
Agreement, by submitting to A.I1.D., with hecessary supporting
documentation as prescribed in Project Implementation Letters,
requests to finance such costs.

(b) The local currency needed for such disbursements may be
obtained hy acquisition by A.I.D. witﬁ U.S. Dollars by purchase.
The U.S. dollar equivalent of the local currency made available
hereunder will be the emount of U.S. dollars required by A.I.D. to
obtain the }ocal currency.

SECTION 7.3. Rate- of -Exchange. Except as may be more

specifically provided under 3ection 7.2, if funds provided under the
Grant are introduced 'nto Egypt by A.I.D. or any public or private
agency for purposes of carrying out obligations of A.I1.D. hereunder,
the Grantee will make such arrangements as may be necessary so that
funds may be converted into currency of the Arab Republic of Egypt
at the highest rate of exchange prevailing and declared for foreign
exchange currency by the competent authorities of the Arab Republic

of Egypt.
SECTION 7.4. Otﬁer-Forms-of-Disbursement. Disbursements of the

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

agree to in writing.
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Article 8: Miscellaneous

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

cher communication submitted by A.I.D. or the Grantee to the other
under this Agreement will be in writing or by telegram or cable, and
will be deemed duly given or sent when delivered to such party at
the following acdresses:

To the Grantee:

Ministry of Economy Ministry of Industry and
8 Adly Street Mineral Wealth
Cairo, Egypt or 2, Latin America Street
- : Garden City
Cairo, €gypt

To A.I.D.:
A.1.D.
U.S. Embassy
Cairu, Egypt
All such communications will be in English, unless the Parties
othervise agree in writing. Other addresses may be substituted for
the above upon the giving of notice. '

SECTION 8.2. Representatives. For all purposes relevant to

this Agreement, the Grantee will be represented by the individuals
holding or acting in the offices of Minister of Economy or Minister
of Industry and Mineral Wealth, and A.I.D. will be represented by

./
[6>



-13 -

the individual holding'or acting in the office of Director, USAID,
each of whom, by written notice, may designate additional
rgpresentatives for all purposes other than exercising the power
under Section 2.1 to revise elements of the amplified description in
Annex I. The names of the representatives of the Crantee, with
specimen signatures, will be provided té R.1.D., which may accept as
duly authorized any instrument signed by such representatives in
implementation of this Agreement, until receipt of written notice of
revocation of their authority.

)
SECTION 8.3. Standard--Provisions -Annex. A "Project Grant

Standard Provisions Annex" (Annex 2) is attached and forms part of

this Agreement.

IN WITNESS WHEREOF, the Grantee and the United States of
America, each acting through its duly authorized representatives,
have caused this Agreement to be signed in their names and delivered

as of the day and year first above written.

ARAB REPUBLIC OF EGYPY l‘) UNITED STATES OF AMERICA
BY: - - -- \ - N\\W\}v ...... BY:WgM
\ ; ;T

NAME: - Dr. -Abdel -Razzak-Abdel ‘Meguid-- -  NAME: - -Alfred-L.-Atherton; -Jr;- -

Deputy Frime Minister for

TITLE: Economic-and-Financial Affairs . TITLE: -U;-S. -Pmbassador: - ----

Minlster ot Piarning , Finance
and Economy.
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Implementing-Organization

In acknowlegement of the foregoing Agreement, a representative of

the ht\planent;ng organization has subscribed his name:

MINISTRY OF INDUSTRY AND MINERAL
WEALTH O : .,
PR P O




ANNEX "1

Description uf Project

A. Detailed Description

Increase the effectiveness of opusiness organizations in Egypt,
particularly effectiveness as measureo in economic terms, with a
~stress on productivity. To attain tnis goa:l, the "roject purpose is
to: |

- Improve management in selected public and private sector
busine)ss organizations, and

- Increase supply of, and demand for, effective management
development and organization development services in Egypt.

The Project ;vill give first attention to those industries
considered to nave nigh priority vy the Grantee (food, construction
materials and textiles), out will aiso be open to other important
industries, such as chemicals, metallurgy, banking and tourism. It
will serve large and medium-sized firms in ooth private and puolic

sectors.

The Project will be inplemented by a team of égyptian and United

States  management trainers and consultants under the
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direction of & U.S. contractor. Policy uirection, guidance in the

selection of client firms and access to business and government

leaders will be ensured by tne Advisory Committee representing the
Ministry of Economy, the Egypt-U.S.*Joint Business Council, and the
Ministry of Industry and Mineral wealth,

The Project will pegin with a start-up perioa of about four
months followed by

- ten to twelve overlapping and sequential cycles in Egypt,
each lasting thirty-three weeks and consisting of

- diagnostic stuaies to' identify organizational problems
on wnicn co focus ouring the cycle,

- training of key managers in industry-specific groups, and

- lication by the managers of their enhanced skilis
Ewi th Project support) to soive the proolems in tneir

fimms identified with top management ouring the
diagnostic pnase of tne cycle.

- Three or four ingustry-specific task force missions in
which 10 to 15 percent of the participants in the apove
cycles will undertake issue-centerec visits to U.S. firms.

An interim evaluation after approximately 24 montns will foxn
the basis of a Grantee/AID decision to aliow the Project to continue
for two additional years as planned, or to terminate it after 30

months. However, based on the assumption that the Project will

——N
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continue, Project activities will not obe interrupted o’uring‘ tne
interim evaluation. If the Parties agree to terminate the Project
early, the termination will be effective only after completion of

on-going Eycles.

The final two years will be essentia.lly the same as the two
preceding them, except for changes or additions instituted as a
result of the evaluation. Additions might include special
assistance to I)-:gyptian organizations wanting to ocevelup an auility
to offer similar services after Project comoletion (or even
earlier). During the life of tne Project, it is expecteo that tnere
wiil ve 20 to 25 'cycles, reaching 40 to 60 companies ano SO0 to €00
managers, of whom some 70 to 80 would participate in task force
visits to tne U.S. The exact number's, of cycles, companies ard
managers cepend on such factors as company size, numoers of managers

from each company and scheduling.

B. Fimancial-Plan

The following table sets forth the summary cost estimate and
financial plan,

(70
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Project No. 263-0090

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

SUMMARY -COST _ESTMATE -AND FINANCIAL -PLAN

(3000)

Table No. ]

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

* Fees charged to participant companies

AID GRANTEE * OTHER. COMBINED
.......................... GRANTEE R R T T c e e
FX LC TOTAL FX LC TOTAL
USE

Direct -Project
- Technical Assistance 3,612 8lé6 4,428 1,116 — 3,612 1,932 5,544
- Special Training Components 420 265 685 -— 443 420 708 1,128
- Office, Facilities, & Equipment 40 495 535 -— -— 40 495 535
- Evaluation and Surveys ---83 - 129 - 212 e et 83 129 212
Total Direct Q,ISS I,705 5,860 I,IIé 443 4,155 3,264 7,419
Indirect — —- - -— " 238 —- 238 238
Gontingencz 314 128 442 84 50 314 262 576
~Inflation 1,207 - -991 2,198 655 - -422 1;207 2,068 3,275
Project-Total - 5;676 2,824 8,500 1,855 1:153 5,676 5;832 11,508




C. EVALUATION PLAN

There will be two levels of evaluation oy AID. 7The first will
be semi-annual progress assessments by a management speciaiist
during the first two years. These assessments will be basea on
Anformation from Project staff and records ano limited interviewing
of participants ant advisory conmittee officials. Tne aim will pe:

- To compare what was plannes with wnat was achieved ano 1is
being done in temms of inputs, outputs, methooology and
progress toward planned end-of-project status;

- To review and reassess assumptions underlying the project,
and plans for the balance of tne project;

- To recummend to AID, the Advisory Commit ee ano the
contraector any actiun 1ingicateo to correct weaknesses
igentifieo &ano ensure timely progress towara the desired
end-of-project status.

Approximately 24 months after the Project oegins, a more
thorough evaluation wiil be wundertaken oy a team of A.I.D.
direct-hire or contract specialists, assisted by Egyptian survey
professionals. Tnis evaluation will .ue scheouled wnen training and

applications phases are on-going and can be oopserved. It will
include interviews with a sample of managers who have participateo

in the program and of‘ others in their organizations and,

FL8



elsewhere who have been directly or indirectiy involvea witn the
Project. The aim will be, in part, the same as for the semi-annual

progress assessments but will ultimately pe to provice:
- A oasis on which AID can decice wnether the Project srouid
continue for the full four anu a haif years programmeu, or

Le terminateu after two ano a haif years, andg

- Technical guioance to AID with regarc to the implementation
of tne recommendec couise of action.

\17



Proj:ct Grant Standard

Provisions Anncx

Dofinitions: 2s used in this Annex, the "Agracment” refers to the Project Grant
Agrcement to which this Anncx is attached and of which this Annox forms a part.
Texms usad in this Annux have the same meaning or roforcnce eas in the Agreement.

Article A: TFrojzct Irnlcmontation Iatters.

To assist Grantgce in the icplementation of the Projcct, A.I.D., from time to
tinme, will issue Projeoct Imnlemantation Lotters that will furnish additional
information about mattcrs stated in this Zgrecnment.. The parties mey also use
jointly aorecd-unon Projoct Implomerntation Letters to confirm end rocord theair
mtual unicrstanding on aspocts of the implenentation of this Ngreement. Projece
Implementation Lettars will not be uscd to ‘amend the text of the Agreement, but
can be ustd to record revisions or exceptions which are permitted hy thaz
Agrecmont, including the revision of elecments of the amplified description of tha
Project in Annex 1. '

Article B: Gonerzl Covanonts

SECTION B.l Consultaticn. The Parties will cooparzte to assure that the
purposc of thit agrecment will bu accomplishod. To this ond, the Parties, ot
the request of either, will cxchange vicws on thi: procress of tho Projoct, the
pexfornence cf cbligations under this iigrecment, tho parformance of a2y consul-
tunts, contractors or supnlicers encayed on tac Frejeet, and ctiicr nattuers
raelating to the Przjcct.

SECTION B.2. Executinn cf Proicct. The Grantee will:

(a) carry cut the Projact or ceause it to be carried out with duo diligence
and cfficiency, in conformity with souné technical, financial and
manxcement proactices, and in confrrmity with those documents, plans,
spacificati~ns, contracts, schedules ~r other arrangcoents, and with
eny rdificoti~ns thercin. aporoved by A.X.D. pursuant tc this
aAgzcenent; and

(b) provide quealificd and oxperienced manacemont for, and train such gtsff
as may be 2ppropriate for the maintenconce and cperaticn of the Project,
and, =s applic:zble for continuing activities, cause the Proiect to be
opernted and maintained in such manner 28 to assurc the continuing and
successful achievement cf the purpnscs of the Prcject.

SECTION *.3. Utilizetion cf Ginds ~And Services.

(2) Adny resources financed under the Grant will, unless otherwise agreed
in writino by A.X.D., be devited to the Frojact until the complaetion
of tha Project, and thereaftar will bc used s» as to further the
objectives scught in carrying cut the Project.

{C/[/V'
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(b)
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Guods or scrvices financed under the Grant, exccpt as d.I.D. may

otherwise agrce in writing, will not be used to prerote or essist a foreign
sid prcject cr activity zssccinted with or finrncad by a ccuntry not
included in C~de 935 of the A.I.D. Gaographic Code Book as in effect at
the time of such usc.

SECTIMY D.4. Taxati-n. (2) This Acreerent and tha Grant will bo froo frem any

(b)

taxation or fees imposed under laws in offect in the territory of the
Grantca,

Te the extent thzt (1) any contractor, including rny censalting firm, any
p2rstnnel cf such centractrr finsrced uznder the Grant, and any praperty

¢r trensacticn relating tc such contracts and (2) any ccmmedity procuremont
trensactien financed under the Grant, are nct coxempt from identifisble
taves, toriffs, dutics ~r other levies irncsad under laws in effact in the
territory of tha Grentec, the Grantoe will, as and tc th> oxteat previded
in and pursusnt ta Project Inpluncntaticn Letters, pay or reimbarse tho
sare with funds ~thor than those provided under the Grant.

SECTION B.S. Reo rts, Rceerds, Inspecticns, Audit.

(a)

(b)

(c)

The Grantdn will:

furuish A.X.D. such infermatirn znd reports relating to the Project and
tn tids Lgreement as L, T.D. pay rocsonably rouest)

mrintain ar chwse to be miintainad, in nccordance with gensraily accepted
acexinting princinles and practices consistently cpolied, pvks eond rocords
reiatirg to tihe Projoct snd to this Jereament, edecuate te zhow, without
limitaticn, the recedpt and uso of goofs ond services ecquirced under the
Grant. Such kewvs and rceords will be audited rzculrrly, in ucecrdnance
with generally acceptad ~uditing stand-rds, =ad maintoincd fer three yoars
after the date of lacst Qisburscrene S5y I..I.D.; such becks and recerds will
also be ad:quate to show the nature snd citent cf solicitatizns of prcs-
pectivo supplicrs of aoids and servic:s acquired, the basis of award of
contracts end cxders, and tha overail pregress cf the Froject toward
caopleticn; and

afford authcrizod reprosentativas of a Partv thc cppertunity at all
roaconabla tines t~ inspcct the Froject, theo utilizatien of gocds and
sorvices financed by such 2arty, and books, recirds and other docusants
xrelating to the Prcject and tlie Grant.

SECTION B.6. Ccmpletcnoes cf Informaticn.

The Grantee confirms:

(a)

thet the facts and circumstances of which it has informed 2.I.D., or caused

'0/§
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h.I.D. to b, informed, in the cource of reaching agreerent with A.I.D. on
the Grant, arc ~ccurate ~nd complets, and include all £acts and circun-~
gtancus thot might matezially affect the Prcjcct and the discherge of
raspcnsibilities under this lgrecment;

(b} that it will inform A.I.D. in timely fashion of any subseguent facts and

circumstences that might metzrizlly affeoct, or tast i is rozsonahle te
believ: might so cffact, the Project cr thy discharge of resprnsibilities under
this hgreenent.

STCTICON B.7. ggper Piymonts.

Grentec cffirrs thot ne pivments heve becn or will be resccived by any official

of the Grentee in connectizn w.lh the preccurcment of goods nr services financed
undsr the Crint, oxcunt fues, taxes or similar paymen<s legrlly estcblished in

the ccuntry of the Grantee.

SECTIOY B.C. Infrzmaticn and i'arking,

The Grantece will give appropri-to publicity to the Grant and the Project as o
prear=n tr. vhica the Unitod States heas contributed, identify the Praject site,
and nork ods finenced by n.I.D., es Jdoscribed in Prnjcct Implementation
Lettars,

hrticle C. PDr-curenent Prrvisi-nsa,

SECTIN C.1. Snecinl 2ules.

(2) The scuzce and zsrigin ~f ccecn and air slioning will be deoned to ba the
ocaan vossel’s cxr aircreft's ccuntry of registry at the time of shipment.

(b) Preormiurs for morine incurance slaccd in the territory of the Grantee will
bo decried an clizidle Frredign Srchance Cost, i€ otharrisce eligible undor
Sectdzn C.7(a). ‘

(¢} Any rotar vehicles finanecd undcr the Grant will be of United Stataes
panufacture, oxcept os RA.ID, mor otherwisc agrec in writineg.

(8) Transportatisn by alr, f£inanced under the Grant, of proparty cr persons

(and their nerscnal effccts) will be on carricrs helding United Stntee cortifice-
tion, to the cxtent service by such carriers is available. Details cn this
recuiremont will be described in a Project Inplemcntatisn ictter.

SECTION C.2. Eligidbilits Date.

N> gnods or services nay he financed under the Gront which are prccured pursuant
to ordurs nr ciantractz firmly placed rr enteored intc pricr to the deto of this
Ngreemant, excat as the Partics may cthervise agroe in writing.

(96X
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SECTION C.3. Dlans, Snaecificatisng znd Csntrpcts,

In order- for there ts Lo mutusl agrecrient on the £~llzwing matters, and except
as the farties mey otherwise agree in writing:

(&) The Grantce will furnish tc A.I.D. uron preparation,

(1) any plens, shecificrtinns,, nrocurermant or construction schedulaes,
contracts, or sther documentstion rclating t~ gv3s or servicas te ba

financed under the Grant, incluling docurcntaticn r2lating to the pre-
cualificaticr. wn? sclecticn of eoritractirs and tc the sclicitation cf

bids and prerosals. iaterial mocifications in such documentation will
likewise ba furnishe3 n.I.D. en nrep-ration;

(27 such docurntatinn will alss be furnishad ta A.I.D., upon prepara-

ticn, selating te any ancds cr services which, thcuzh not financad under

the Grant, are deemar? by 2.I.D. to iz of major imnortsnce to the

Prcject. feoicets of e presect invclving matters under this ubsectizn

(2) (2) will be {lcentific@ in Prriject Implerantaticn Lotters;

»

(%)  Documents related te the rrequolificition ¢l contract-~rs, and to the
sclicitation of hids or 2ropasals for goods cull se~rices finsneed under the
Grant wi'l l»2 ar~~rcved by AID in writing yric» t-~ ‘heir issuance, and their terms
will inclule taito® Stotes standards anc measurc. <ty

(¢} Countrazts an2 c¢tntxactirs finonced under the Grant for coreincering angd
other ;irofoszi~nol servicss, fir construction scrvices, ani fcr such othar
services, equi-wient cr naserials as may pe specifie? in Srojecr ITiamiementasicn
Letters, will be mpprevet hy ALIL0, in 'riting prier to oxcouticn ~f tho
contract. Materinl nalificciticns in such contracts will aiso bo eppreved in
writing by A.I.D. -rier to ecxecuticn; and

(@) Consulting fiyms nced by the Grantec fer the Project but net finarced
undar the Grant, the secpe of their services and such of their serscnnel
assignel to the Priject as ALILD. Yy snecify, anl constructicn contracters
used by the Grantce fcr the Irejzct but nit finsnced under the Grant, shall
be acceptable t» ALILD.

SECTION C.4. Reasonabdle Price.

No mcre than reas-nable rricce will be paid for any aocds or services
financed, in whoiz or in nart, under the Gront. Such it.ms will be procured
on & fair and, to the maxirum extent rracticnble, or a comoetitive besis.

SECTION C.5. MNotification tn Potonticl Sun-lioars.,

To rermit all United States firms to have the criortunity tc narticirate in
furnishine ¢ocds an’ scrvices to e fiaance under the Grant, thao Graatee will
furnish A.I.D. such informaticn with regard thercto, an? at such times, as

A.XI.D. may request in Project Impleme..tation letters.
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SECTION C.6. Shi--ing.

(a)

Goeds which are to be trans;srtod to tha territory ~f tha Grantee may not

be financed undcr the Grant if transp»Hrted either:

(b)

axce

(c)

'(2) on an ¢cecan vessel which A.1.D.,

(1) on an cceon vessel or aircraft under the flag of a ccuntry which
is not inclu’id in A.I.D. Gecgraphic Cole 935 28 in cffuct at the time

cf shirment, cr

Ly writton nctice to the Gruntece
has designated =8 inelicibla; or

(3) unlcr en occan or air charter wiich has not roceived prizr A.I.D.
approval.

Costs of occan cr air trrnsportation (of goods or porscns) and raleted

dolivery sorvices ray nzt be financed under the Grant. if such goods Or persons

arriel:

(1) on an cccan vessel under the flac of a chuntry nct, at the time of
shipmunt, ilentifiad unler the paracraph of the Agreement entitled
Frrcign Exchange Costs,” without prior written

"pyr- curemant Source:
A.I.D. anpr-vel; -r
(2) on an ccean visscl which A.I.D., Ly written notice to the Grantee, hess
designected as ineligible; or

(3) uncder en cccan vesscl or air charter which has nat received prior
A.I.D. aprrovel. '

Unless A.I.D. otermincs that privatoly-cwne! United States-fliag i

coaxorcial ccean vessals arc not availalle at foir and reasenutle rates for su

vessels,

(1) at least fifty percent (508) of the aross tcanage of all gonds
(commutal separately for dry iulk carriers, Ary cargc liners and tankers)
finonceld Ly L.I.D. which may ¢ transported <on ccean vesscls will Le
transnorted on trivetely-cwned Unitcd Stetes--£1a6 e mmercical vessaqls,

ant

(%) 2t lecst fifty cercent (50%) of the grass freicht revenue

caneratec by 2all shi-ments financed Dy A.T.D. 2n2 transporte! tn tha
territory of the Grantee cn Jry cargs liroers shall B¢ -add t~ or for the
banefit of ~rivatcly-ovnad Unitel States-£flag commiercial vassels. )

Cazpliance with the requirenents cf (1) and! (2) of this cubscetion must:

be achicved with respdect to oith any caruc transnarted frem U.S. ports
and any carqo “rensgyorted fram nen-U.S. ports, computel separately.

W



SECTION C.7. Insurance.

(a) Marine insuronce on oncds financed by A.X.D. which ars to be trans;:crted
tc the territory of tha Crantee mey ba financed as a Foreign Exchange Cost
under tlis Acreement jrovides: '

(1) such insurance is placed at the lowest available competitive
ratc, and

(2) claims thercun?<r are payatlae in the currcﬂé? in which such goo?s
were financed or in eny freely ccnvertible currency.

If the Grantee (or goverament of Grantec), Sy statute, <lecree, rvle, reculation
¢x prectice diseriminates with respect to A.ILD.-financod :rocurerznt acainst
any marinc insurance ccmpany 2uthorized to do Lusiness §- any Statzs of the
Uniter! Stiotes. then cl) geods shinpel to the territery of the Grantce finonced
by A.I.D. hcreunler will e insurcd aceinst marine risks and such insurance will
be place? in «hc Uniterd States with a comrany cr ccrranics authorized to 2o a
marine insuronce business in 2 State of the United States.

() Excert 2s,n.ILD. Loy ctherwise acree in writing, the Grantce will insure,

or cause to Le insurcd, Goos financed under the Grant in-rrte! for the Frcject
atainst risks incident to their tronsit to ths ccint of their use in tha Treoject;
such insursnce wiil lc¢ issucd on turrs and conditicns crnsistent itk seund
crrnereiel practice and will insurc the full v:olue of the cocds. oy in“omnifica-
tinn receive:l Ly the Grantee under such insursnce wiil ho use” to reslace or
repeir any materizl Camace or any icss of the o~ods insure” cr will be used to
relusursc the Grantee for the renlacement cor repair of such a22’3,  Lny such
relacoments will he of smurce and cricin of countriecs listcd in P.I.D. Gengraphic
Col2 935 as in cffect at the time of rerloccment, end, oxcowt as the Parties may
asrec in wriiing, will Le ctherwise subject t¢ the ;rovisicns ~f tha Agreencnt.

s !

SECTION C.6. U.S. Grvernnent-0wne! EXCess Propeovrty,

The CGraantce acices that whirever -ractical,lc United Stotes Government—cwned
excess nurscnal prarerty, in licu of new items finance? under the Grant, should
be utilized. Iunls unicr the Grznt may le usad te finance the ccsts cf obtaining

such prcyerty for the Troject.

Article D: Torminaticn; Rencdies.

SECTION D.1. Tc ..uinatif,_n:

Efther Tarty may termirz¢c this Acreement by ¢iving the other Party 30 days’
written notice. Tormination of this ncreecment will terminate any ohligations

of the Fartics to provide financial cr other rescurces teo the Project pursuant
to this Acrcement, cxcopt for payments which they are cenmittel to make pursuant
to non-cancellable crmmiitrments entered into with thire vartics pricr to the

p
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terminaticn of this forcemsnt. In &ition, uron such terrminaticn A.I.D. mey,
at A.I.D.'s cx;icnse, Circct that title to goes fipenced under the Grant be
transfer.. . to A.I.D. if the gcecs are from a scurce outside Grantee's -
country, ~re in 2 deliverable state and have nct becn offlcaded in ports cf
entry of Grantce's ccuntry.

SECTION D.2. nggggg.

(a) In the case of any dishursement which is not supportec by velic documenta-
tion in accordance with this Igreement, or which is not made or used in
acccriance with this Agreement, er vhich was fer crrds or scrvices not usad

in accorance with this Icreement, A.I.D., neotwithstandine the eveilebility or
excreise ~f eny cither remecies unier this Ngreencnt, may require the Grantoe to
refund the amcuns of such JisSurscment in .S, Dnllars to A.1.D. within sixty
deys aftcr recuipt of a request therefor.

(t) If the failure of Grantec to contly with any of its crlicaticns under this
acrecnert hies the result that gocds ¢r services financc: uncer tre Gront aro nct
ug2d cfyzctively in accordance with this acreement, »H.I.C. mey cequire the
Grantce ¢ refun' all cr any parc of the anmzunt of the Gislursarents under this
acreement f-r such ¢r2?s er scrvices in U.E. Dcllars to R.I.D. vwritten sixty
days aitcr reocuisnt cof a rcracst therefor.,

3
(c) =0 richt un’or su!scction (a) er (L) o rorudre 2 refun? of a dusbursomant
vill continue, netwithstudana any other provisicn £ tids oriement, for threo
yoars frinm tic Qate of the last Jisturscrent un“er this [orosnont.

(&) (1) Any refun? unier sulscctien () =xr (*), cxr (2) any refuns to A.I.D.
from a cortraetrr, su rlicy, Lork or cther thir” crarty with res-eck te qgoxis

or servi:.>s financo? under thye Grent, which refun? rclatus €2 an unreasonel:le
orice fer or crrcncius inv-icinc of cocds cr services, ~r te ¢ecds that 4Aid not
cornfcr: t: sweificatiens, er to services th~t wera iradequate, will (5) be mace
availelle first for the ccst of TCGOS and services reguired for the i'roject, to
the extunt justific), an (D) tho remair’er, if any. will % asplicd te reduca
the anzunt »f the Crant.

(e) any intersst er other earnincs on Grent funls Cistursed Yy A.I.D. to tha

Grantce unter this Acrecrent pricr to the authorized use of such funds for the
Project will la rcturncd to A.I.D. in U.S. Dollars by the Grantee.

SECTION D.3. MNcnwaiver ~f Remelice.

Ho delay in cxercisinc any richt or reney acceruinc to a Party in cennection
with its financing un’cr this Agrcement will be coonstruel ns a wniver of such
risht or rcmecdy. ' .

SECTICN D.4. Assicmment.

Tiie Grantce asrcos, usen roquest, tc excoute an assitnrent to A.ILD. of any
cause cf scticn which may accrue to the Grantee in ccnnecticn with or arising
out of thc contractual jcrformance or “reach of nerformance hy a party o a
direct U.S. Dollor centract wish ALILD. finance” in whele cor in part out of
funds grantecC Ly A.X.D. uncer this ~greement.

0
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UNITED STATE'S INTERNATIONAL DEVELOPMENT COOPERATION AGENCY

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON. D C 20523

ASSISTANT
ADMINISTRATOR

PROJECT AUTHORIZATION '

Name of Country: Arab Republic Name of Project: Management

of Egypt Development
for Productivity

Number of Project: 263-0090

1. Pursuant to Part II, Chapte: 4, Section 531 of the Foreign
Assistance Act of 1961, as amended (the "Act"), I hereby authorize the
Management Development lor Productivity Project (the "Project") for the
Arab Republic of Egypt ("Cooperating Country") involving planned
obligations of not to exceed Eight Million, Five hundred Thousand
United States Dollars ($8,500,000) in grant funds over a one-year
period trom the date of authorization, subject to the availability of
funds in accordance with the A.I.D. OYB/allotment process, to help in
financing the foreign exchange and local currency costs of goods and
services required for the Project.

2. The Project will acsist the Cooperating Country in bringing about
(1) identifiable improvement in the management of selected public and
private sector industrial and similar organizations in food-related,
constiuction materials and textile industriec among others, and (2)
increased supply of, and demand for, effeccive management and organiza-
tion development services in Egypt. It will also provide locally based
management development materials to local management education institu-
tions.

3. The Project Agreement, which may be negotiated and executed by the
officer to whom such authority js delegated in accordance with A.I.D.
requlations and delegations of authority, shall be subject to the
following essential terms and covenants and major conditions, together
with such other termc and conditions as A.I.D. may deem appropriate.

a. Source and 0Origin of Goods and Services

Goods and services, except for ocean shipping, financed by
A.I.D. under the Project shall have their source and origin in the
Cooperating Country or in the United States, except as A.I.D. may
otherwise agree in writing. Ocean shipping financed by A.I.D. under
the Project shall, except as A.I.D. may otherwise agree in writing, be
financed on flag vessels of the United States.



b. Conditions Precedent to Disbursement

(1) Initial Disb''rsement

Prior to any disbursement or to the issuance by A.I.D.
of documentation pursuant to whick disbursement will be made, the
Grantee shall, except as the parties agree otherwise in writing,
furnish to A.I.D. in form and substance satisfactory to A.I.D.:

(a) A statement of the names and titles with specimen
signatures of the person or persons who will act as the represen-
tatives of the Grantee.

(b) Evidence of the establishment of an advisory
committee consisting of senior representives or the Ministry of
Economy, the Ministry of Industry and Mineral Wealth and the
Egypt-United States Joint Business Council. (Evidence of the
establishment cf the committee shall include formal designation of
committee members and delineation of the committee's functions,
financing and operating procedures.)

(2) Disbursements Other Than for Pre-Contract Costs

Prior to any disbursement or to the issuance by A.I.D.
of documentation pursuant to which disbursement will be made,
other than for pre-contract costs of a prospective contractor and,
except as the parties may otherwise zgree in writing:

(a) A.I.D. shall receive in satisfactory form and
substance evidence that the arrangemen® through which the prime
contractor is to provide the requisite Egyptian professional staff
component to the project has been formally and legally established
through a signed sub-contract or other equivyalent means.

(b) A plan of operations for the first 30 months shail
have been prepared by the contractor and approved by A.I.D. and
the Advisory Committee.

c. Special Covenant

The Grantee shall establish a mechanism acceptable to
A.I.D. for the collection, accounting anc utilization of fees
collected from participating Egyptian firms.



4.

Based upon the justification set forth in the Project Paper, I

hereby determine, in accordance with Section 612 (b) of the Act,
that the expenditure of the United States Dollars for the procure-
ment of goods and services in Egypt is requiced to fulfill the
purposes of this Project; the purposes of this Project cannot be
met effectively through the expenditure of U.S.-owned local
currencies for such procurement; and the administrative official
approving local cost vouchers may use this determination as the
basis for the certification required by Section 612 (b) of the

Act.
Qedy Bl
Alfred D./White
Acting AsSistant Administrator
Bureau for Near East
29 AUG 1980
Date
qu—
NE/DP: Bradshaw Langmaid_| Date
NE/PD: Selig A. Taubenblat Date o
NE/E1+- Gerald Kamens @ Date
NE/DP: Peter Sellar ., P Date
GC/NE: John E. Mul L Date
Drarter :GC/NE: :tpaj:8/28/80:X28826
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482233
AND ECONOMIC COOPERATINN

Econumic Cooperativn

¥r. Jonald S. Browmn

Director

Ue3e Azency for Intzrmational Development
¢/o L:erican Emdbassy

Cairo.

Cairo 7§ Aug. , 1980

Dear kr. Browm,

The Government of Egypt has a strong interest in improving.
the middle Naregement in both the private and public sectors. W
are aware of the recent manazement assessment and evaluation of
the Lidile Management Education Program (MEP) supperted by USAID
in collaboration witbt the Esypt — U.S. Business Council. The Busi-
ness ccuncil has shared the results of the evaluation and the assoss—
ment of managemcnt needs in industry. As you are aweare, the ev-
aluatior apd assessment siac-est e need for a more effective approach
to ~anacezent developuen: aiced at productivity. We agree ttat trere
is v aced for a long-term ~unagement developueat program ttat supports
the Governzent of E;ypt's vpriorities.

®e arc hereby reauesting the U.S. Agency for International
Development to provide a & 8.5 million grant to implement the
proposed Macagement Developrent for Productivity Program recomm-
ended by the U.S. consultant team.

Sincerely yours,

"Under Secretary of Btate
for EXconomic Cooveration

106


http:ECONO.IV

3. & Al Suew

Yuoels

- ‘- -
. : QlVa .
BGYPT — U. S. BUSINESS COUNCIL ,% I Y TPV (R ) BV 4

L Thewra Hug.  Private 3:drees: :,r" Ty —
, >

1252,i™3b  1a Bl4g. ‘ . "c,u. .

Fir 3C 2 . Cexo 26, her'7 St. g o ol Ave 2

Tel. 938 £2)

ACAerYy

%ay 3,1$30 . AT R
o Y .¢h:j'{;.'.'t';eir¢ =
- <

2 0. ‘]j ¢

e L2
MR.D.Brown v T . LT
AlD
U.S.Embessy
Gardea City
CAIRO

Dear ¥Mr.Brown,

As you know, over the past two months we at the JBC have been
collaborating with USAID consultants on the evaluation of the MMEP
pilot project, cn tne assessment of management needs in Eqyptian
industry and an the zuvelizment of -a plan for future action incorporating
the findings of these twy stucies. we have made good progress,

Tha project we would like to ses in the future will aim at increasing

the effectiveness nr business organizations in Egypt, particulariy
effectiveness as measurced in ecoromic terms, with stress on productivity.
it #4117 give first attention to those industries considered top priority

by the Governmant 2f Egyot ( fuod, renstructicn materials ard textites),
bu: will be cpen e ather important industries, such as chemicals, mezat-
tyrgy, banking and tourism. It will serve Soth private and sudblic sectars.
we have recentily had a full exz1ang2 o ideas with Mr.Jim Riley and 4UZAiD's
consyltants and we hope that USAIG will mave rapidly ahead with the croject
we have 2iscussed and which I vaderctand is new cnls in the pianning staqa.
The m2jor cecrponent 97 ass project is a five-part cycie coasisting of:

+» in-compeny c¢asnosis and agreement with tcp management on organization
problems on which o focus: -

2. ranagement training in team form;

3. acplication of skillc to sclution of pra-selscted probiems on the lob,
#ith follow-up by trainers;

4. advanced managerent training;

5. application cf new skills to solution of prs-selected problems on the
Job, with follow-up by trainers.
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Each cycle would last about 7-& months and would involve several key
managers from a small group of companies in a given industry. With
overlapping and sequentiaj cycles, it would be possible to have up to

25 in a foui-year project. This means it would reach a substantial number
c¢f companies, and enough managers in each to have a real impact.

Special characteristics of this project which are of particular impor-
tance are that,

- it is concerned with the companies as much as with the individual
mariagers,

it involves at one stage or another a}l levels of management,

it includes resolving indentified problems in participating firms, and
it has built into it the application of what is learned in training,
with follow-up by trainers on a contiruing basis to assist the managers
in overcoming difficulties they encounter.

Moreover, because it calls for working with teams of managers from garti-
cipating firms, we would expect it to ccntribute to the buildinc of rean-
work within the organi ztions. To ensure relevarce to Eqyptian needs and
conditions, and to permit the continuing fallow-up by trainers, these
cycles would take place in Eaypt, utilizing American and Egyptian specia-
lists.

we believe tnat substantial recul®s can be obtained from this aporoach,
but that we can accomplish even mere if selectad qgrouns of tne managers

w0 heve been tnrough the pregram can undertake special .study missians

in the United States. What we have in mind is sendinq perhaps }G-157

of the managers who participate in the program to tne US in small teams,
each team from a given industry. They would visit firms in the same
industry in the US to study the ways in which the Amerizan firms have dealt
with specific problems or functions of concern to their Egypttdn . counter-
parts. The focus and methodology of the study missions snculd be established
in advance and the teams should report their findings to industry repre-
sentatives orally and in writing, so that the benefits of the mission are
available to the industry, not only to the individual.

The benefits of a project of this type should directly reach forty ,fifty
or even mcre companies in E£gypt, solving real problems in each, and deve-
loping in each firm several hanagers with good, s01id modern management
training and experience in the application of-what they have learned.

News of what can be accomplished in this way will spread end demand for
management and organization development will grew. The Eqvptians involved
as project staff, as well as others, will resnond t5 this now Jemand as
individuals and throuyh the organizatinns with ,hich thes are engaged.

In sua, the project will nave increased both o :mard and 3up,. ly of mana-
gem2nt training and organizatiorn development cervicss, tn the continuing

Leriefit of Egyptian tusiness.
.73 “{
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This prcject cesign ig'built on ths suggestions and nbservations of
Egyptian rmanagement develcement soecialists and many Egyptian manzgers,
incluging these who Farticiosted in the MMEP, their chairmen, and . :ners.
We wouid Tike to see it move frem its present planning stage ) approval
and implementation as soon as possible. [t is mv understanding that it
is to oe formally sutmitted to sasningto n by the apd of June, and that
once it is anoroved there, a Request for Proposal mus: be issued.

A contractor will then be selected on the basis of the proposals received.
While this procass is time-consuming, I am certain You will do whate-op
s possible to expedite it, and I recognize that it will help us ensure
that we obtain the best possible contractor for the Job (I trust we will
have an ogpartunity to participate in the selection procass).

I appreciate your continued interast and help and I ook forward to workin
wWith your organization and with the Ministers of Economy and Industry in
dbringing this project to fruition.

Yours very truly,

D9
LTS
’ )// //l/. > ./Z': v"ﬁt.a
Niazi [.Mostafa M
NM/emi



ARNEX J: JUSTIFICATION FOR DIRECT AID CONTRACTING



ANNEX J

JUSTIFICATION FOR DIRECT AID CONTRACTING

This projict is the result of an initiative of the Egypt-
1 U.S. Business Council, a private bi-national association re-
.presenting private companies in the U.S. and public and pri-
vate firms in Egypt. The project is concerned with produc-
Ttivity and ﬁith the management of business enterprises. It
is to serve both private and public enterprises, giving
neither a monopuly on its services. In this it is consistent

with AID and GOARE policy, and supports the policy of both.

It is the strengly held view of the Mission that to make
@ GOE entity the contracting party would at best riake very
‘difficult-—-and at worst render impossible--the maintaining °
of the necessary balance between. service to the private séc-‘
tor and service to the public sector. For this not to be
the case, one would have to identify a \GOE' entity which
(a) has the admlnlgtratlve capability to negotiate and manage
‘the contract, (b) could resist the inclination or nressure,'
to make the project serve primarily or exclusively the public
enterprises for which it is responsible, (¢) has sufficient
credibility with the private sector that the lack thereof
would not be an obstacle to project work with that sector,
gnd (d) either has the kind of Egyptian staff needed by the
project, has demonstrated the ability to acguire such staff,
or would be prepared to let the prime contractor engage them
directly or by sub-contract. It is the Mission‘s cunsidered
view that there is no GOE entity meeting these criteria. It

is for this reason that a direct AID contract is recommended.



