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Decentralization Sector Assessment: January, 1983
 

Executive Summary
 

In August 1982 the five USAID decentralization projects were
 
consolidated into one program and a new agreement signed with the
 
Government of Egypt(COE). The goal of the program is to assist t)e GOE
 
in establishing a decentralized devilopment planning and budgeting.­
system. The GOE recognizes that the taskj of raising national
 
production and standards of living are too large and locally varied to
 
be achieved by a centralized bureaucracy. President Mubarak has
 
stressed several times that overly centralized direction from Ministries
 
in Cairo should not be allowed to Inhibit local efforts to provide
 
services and find effective solution to local development problems.
 
Several recent events have Indicated a broad interest among Egyptians in
 
decentralization as a strategy for speeding up development throuisout
 
the nation.
 

The local government laws have evolved rapidly during the latter
 
half of the 70's and all AID activitie are well into their
 
implementation phases. The time was arpcopriate for an asesmscat. A
 
five. person, multi-disciplinary team of Egyptian. consultants and AID
 
staff was assembled in November, 1982.
 

The specific purposes of the assessment were:
 
a. Assess and document th- status of COE decentralization for
 

local services and development.
 
b. Assess COE perceptions ana Intentiorn regarding Uhe process.
 
c. Identify the principal institutions involved in the process.
 
d. Develop a*strategy and agenda for reaching program goal&.
 

The extent of decentralization was assessed alcng three dimensions;
 
functional, political, and resource(money and .taff). Information was
 
collected from the COE laws and regulations, the national and local
 
budgets, the newspapers, lengthy interviews in Cairo and three
 
governorates, and surveys of 128 local council members and 250 of their
 
constituents.
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With regard to administrative and functional decentralization the
 
team found local elected and executive councils are increasingly.
 
involved in government, administering programs in their areas, and
 
responsible for the provision of basic services. Policies 
 for
 
transferring reponsibility to local units have been implemented.

Executive functions have been transferred from central ministries to
 
gCvernorate directorates. Staff and wage budgets have also been
 
reassigned to the local level. All staff in the directorates report
 
direct-ly to the local units, excepL the governorate directorate heads,
 
who report to the central ministries and. the governors -- but the 
governors write their efficiency repo:ts. This functional
 
decentralization has recently been implement.d and those involved are
 
still trying to sort out their. rnles and coordination problems still
 
exist,
 

With rcgard to political decentralization the team found basic
 
mechanisms of popular participation in place and local units are being
 
provided greater access to the centres of p.wer. The bargaining
 
position of localitities in relation to the resources they need is
 
improving. The governors are full ministers and negotiate with cabinet
 
ministers ds equals. The Supreme Council for Local Covernment, which 
brings the chairmen of the governorate councils closer to the power 
center, will meet soon for the first time. The popularly elected 
councils are now responsible for sertting development priorities and 
approving local unit budgets before they are submitted' to the next
 
|,Ugher level of government.
 

Though local mechanisms of popular rirtielpation are functioning, 
the loc 1 unitb' decisions are sometimes pre-empted by central 
ministries and subsequent lobbying and negotiation take place in Cairo. 
The effectiveness and quality of participation is also diluted by a high 
turnover rate among appointed officials. 

The team found that resourcez to Implement decisions and assumz
 
responsibilities are being dispersed among local units. They have more
 
staff than they need, but inbufficient with appropriate qualifications.
 
More engineers, lawyere, planning and finance peonle are needed.
 

The financial analysis shows considerable exrinditure
 
decentralization but little revenue decentralization, and consequently
 
a sizeable subsidy from the central government to the governorates. For
 
services performed by both central and governorate units, the
 
governorate current expense budget is four times the central budget and
 
is growing more rapidly. The Investment budget of local units is also
 
growing much more rapidly than investment by the central ministries.
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Local revenues, however, are growing much more slowly 'than central 
revenues. But there is one bright spot in the revenue picture -- local 
development funds have been established by the governorates in response 
to local demands. They are administered outside the national budget, 
(but are recorded in it), and, though still quite small, are growing 
rapidly. 

The principal institutions involved in decentralization are; the
 
governors, the governorate popular councils; the Supreme C-uncil for
 
Local Government, the Assembly Local Government Committet, the
 
Ministries of Local Government, Finance, Planning, Manpower, Development
 
and Housing, and Investment and Irternational Cooperation, the Central
 
Agency for Organization and Administration, ind the National Inveitment
 
Bank.
 

The COE commitment to decentralization has been clearly demonstrated
 
in all areas, except local revenue generatlon.
 

USAID has successfully coordinated a series of activities with this
 
COE commitment and action and has fed additional resources, especially
 
money and technical assistance, into the process. Even though the
 
activities are still very young, several thousand village projects Lave
 
been started and ten of thousands of villagers involved in their 
conception and implementation. Approximately, $150 million has been 
channeled directly to local units and allowed them to demonstrace the 
effcctiveness of decentralization. ConsIderabli LapaLity has been found 
in the local units to implement simple .c,_elopment projects.
 

The major constraints in the sector tre policy development, local
 
revenue generation and management skills. Elected council members and
 
their executive colleagues often lack Lie. skills to participate in the
 
decentralized planning and managem-nt processes established by the laws.
 

There is a large gap between local develorment needs and financial
 
resources. USAID is partially filling this gap at present. Future
 
continuity, however, depends upon revenues being generated, kept and
 
used in the local units, and increase.! flexibility in the administration
 
of central government grants to local units.
 

PrJ'or to the formation of the Sector Steering Committee USAID nas
 
not been involved wi:h thd COE in developing policy to ensure
 
achievements of mutually agreed goals. Those involved in policy are
 
often unaware of activity achievements and those involved in project
 
implementation had little to say concerning sector goals. These groups
 
must com=unicate during the development of practical decentralization
 
policy.
 

V
 



The USAID strategy will build upon the COE commitments and GOE/USAID
 
achievements, to ensure that decentralized development is firmly
 
established and based upon local resources. It is based upon USAID's
 
expertise in policy dialogue and institution-building. The strategy
 
recognizes that AID's primary concerns in the sector are to; strengthen
 
community participation and self-reliance; reduce local dependence on
 
central government; and increase local revenue generation so that
 
localities can assume recurrent and replacement costs. AID har made a
 
long-term commitment "in order that sufficient opportunity is allowed
 
for developing sustainable self-help capacity."(STATE 199220, 7/17/82).
 

The Sector Steerirg Committee should be broadened in membership and
 
provided technical assistance so" tuat it can become a major centre of
 
policy development:and d;.scussion.
 

The committee will need to develop an evolving constituency, an
 
increase in information among interested parties and an active and
 
pertinent agenda of issues. New activities and adjustments to existing
 
projects should be developed through the Steering Committee. New
 
activities should he developed to addra-s the major constraints and gaps
 
in the sector'program. For example, a "Town Services Activity" to build
 
basic services in medium-sized towns, not elligible for ixisting
 
activities, could incorporate a significant ma-agement development
 
component, and be etrurctured, finantia.ly, to encourage local resource
 
generatior .nd related policy reformp.
 

USAID's bL-ategy is based on an Egyptian service delivery mode- that
 
works and will concentrate upon:
 

1. Policy Discussions,
 

2. Addressing financial resource constraints,
 

3. Plannit.g and Minalement.Development. 
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GLOSSARY
 

Bab Chapter or section of the Annual Budget of the 
Government of Egypt. 

BeVoS" Basic Village Services: an USAID activity in the 
Decentralization Sector. 

C.A.O.A - Central Agency for Organization and Administration. 
D.DI. -. Development Decentralization 1: an USAID activity in 

the Decentralization Sector. 

Decentralization Laws: A series of local government laws: #124/1960,
 
#57/1971, #52/1975, #43/1979, 550/1981, and associated
 
executive regulations, amendments, and Presidential and
 
Ministerial Decrees.
 

Decentralization Sector Support Agreement: 
 The sector agreement., signed
 
on August 29, 1982, which encompases all GOE/USAID
 
Decentralization Activities: DDI, BVS, DSF, PCD, NUS.
 

D.SF. - Decentralization Support Fund: an USAID activity in the 
Sector. 

Districts - Units. of Local Government between the governorate and 
* 	 village or neighborhood units. Called Marakez in rural
 

areas and Hays in urban areas.
 
G.O.E. -	 Government of Egypt 

.Hay - Urban unit of local governments, equivalent to tne 
district, between the governorate and the small 
neighborhood (Kism).

Kism 	 - Smallest unit of local government in the urban areas; 
neighborhood, or precinct. 

LocaV'Unit, or Locality: Units of local government at the governorate,
 
district or village level.
 

Locel Elected or Popular Councils: Representative councils elpcted A t 
governorate, district, or villege levels. 

Local Executiye Councils: Councils comprising the heads of the executive
 
departments of government in each local unit.
 

Markaz/Marakez: 	District(s) In rural governorates.
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M.L.G. - Ministry of Local.Covernment
 
M.O.P, - -Ministry of Planning
 
N.D.P, - National Democratic Party
 
N.I.B. -. 	 National Investment Bank 
NOIWASD 	 - National Organization for Potable Water and Sanitary 

Drainage
N.U.S. 	 - Neighborhood Urban Services, an USAID activity in the 

sector 
P.C.D. 	 - Provincial Cities Development, an USAID activity in the 

sector. 
S.C.L.G. 	 - Supreme Council of Local Government also known as Higher 

Council of Local Government.' 

Sector Steering Committee: The GOE policy committee coordinating at
 
USAID decentralization activities.
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I. TIlE CONTEXT OF TIlE ASSESSMeNT
 

On August 29th, 1982, the Government of Egypt(GOE) and the Government
 

of the United States signed the Decentralization Sector Support Agreement.
 

The goal of the program is to assist the COE in establishing the
 

institutional capacity to plan for local development at the national,
 

governorate, district and village levels, a national budgeting process*
 

allocating adequate funds for the plans, and an administrative process
 

which allows decisions and responsibility to be assumed at the appropriate
 

level in local government.
 

The COE recognizes that the tasks of raising national production and
 

standards of living are too large and locally varied to be achieved by a
 

centralized bureaucracy and that overly centralized direction inhibits
 

local efforts to provide basic services and find effective. solutions to
 

local development problems.
 

There has been, since 1960, a consistent effort to legislate change in
 

the local government system. Authority has been decentralized and local
 

elected and c;.ecutive councils have been encouraged to take a more active
 

role in Egypt's development. During the last two decades Egyptian local
 

governmen has becona, at least in law, a decentralized system.
 

Goverw,.rate councils are being allowed greater -- though still- limited 

-- d'scret~onary powers over funds which are allocated from central 

sources. Additional revenues are accruLing in locally managed funds, 

providing a potent4ally important new source of financing for programs to 

meet local needs. 

The GOE's decentralization policy coincides closely with USAID's
 

development strategy which alms to build lasting development institutions
 

and to increase participation by local people in their own development.
 

1964D/0063Dgbk
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The Decentralization Sector Support program has 
placed five GOE/USAID
 
decentralization actl'ities under one Policy Steering Conmittees 
 These
 

activities are:
 

Development Decentralization I (DDI)
 

Basic Village Services (BVS)
 

Decentralization Support Fund,(DSF)i
 

Neighborhood Urban Services (NUS)
 

Provincial Cities Development (PCD).
 

The Steering Committee is charged with the direction of the entire
 
program. The Committee will 
be assisted by a technical unit which will.
 
monitor the activities 
in the sector and collect data for periodic
 

assessments.
 

Interest and concern with decentralization in Egypt goes well beyond
 
the USAID probram.and its Steering Committee, 
as is shown by the following
 

recent events:
 

a. A series of statements from senior GOE officials 
encour-ging local
 
units of government to assume geeater responsibility for the r',vision
 
of services and economic development in their localities. 
 The
 

s8atements have ranged 
from those of the President in October '81, and
 
January 1983, to one 
form the Prime Minister on December 21, 1982, and
 
have included ones by members of the People's Assembly. (December 4,
 

1982 and January*15, 1983).
 

b. On December 28, 1982, the People's Assembly discussed; self-help
 
eff'orts in community development; inrcasIng the flcxibil .ty of 
laws
 
concerning bids 
and tenders. in order to encourage decislon At lower
 
levels in government; 
 and a report from the Local Government Committee
 
concerning the' training leaders local
of of units in management and
 
implementation.
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c. 	On consecutive Fridays in October and November, 1982, Al Ahram ran four
 

full-page reports of a series of debates 
among national leaders from 
universities, government, the media, and banks, concerning the relative
 

roles of local government units and central ministries in rural
 

development.
 

d. 	In December, 1982, the National Associatio: of Administration Societies
 

organized a three-day national conference, attended by 390 delegates.
 
Papers concerning local government finance, self-help community
 

development, planning 
and management of local development, and the
 

rationalization of local government expenditures 
were presented. (rhe
 

draft recommendations from the conference are translated in Appendix G).
 

e. 	The Ministry of Planniug presented a policy statement, concerning urban
 

encroachment on agricultural land 
In Egypt, to a UN conference, and
 
this. was publidhed in "Development", (1982:2, page 33), the journal of
 

the Socicty for International Development. Several eaments of the
 
policy addrens the decentralizatioj of service delivery and enhant..C4
 

local participation in economic development.
 

These events indicate the saliency of decentralization issue. Together
 

with the Local Government Laws, and the GOt/USAID program, they provide the 

background to the current assessment.
 

II. PURPOSE AHrD METIIODS 

The 	specific purposes of the assessment were:
 

(for more details cee Appendix A)
 

a. 	Assess present GOE perceptions and intent'lons regarding
 

deccatralizatIon and identify the 
principal institutions invotved. in
 

the process.
 

b. 	Assess 
and document the status of GOE decentralization for local
 

services and development.
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c. 	Develop a strategy and agenda for USAID to engage the GOE in policy
 

discussions regarding decentralization.
 

A multidisciplinary team, comprising an economist/public finance
 

speciniist from AID/W, a political scientist/urban and regional planning
 

advisor, and a .rural sociologist/local administration advisor from
 

USAID/Cairo, and two Egyptian consultants; a local government specialist
 

from Mansoura University, 'and a political scientist from University of
 

Cairo, was assembled in early November 1982.
 

The team anal)sed the national budgets from 1976 to 1982/83, with
 

special emphasis on local government finance, reviewed the laws, decrcas
 

and 	regulations pertinent to local gover'mant, and visited the governorates
 

of Menouia, Giza and Qena, to collect details of local financial accounts,
 

and interview local elected and executive officials. Several le-ngthy
 

'interviews were also conducted in Cairo ,-'*h the central agencies cnncerned
 

with local government and its finances. The team also analysed surveys of
 

128 	local council members and 250 citizens in seven governorates. Tote
 

surveys dealt with local government and the role of the elected councils;
 

In this re-ort we discuss the dimensions of Zecentralization studied by
 

the 	assessment team, describe the COE's goals an. intentions, identify the
 

principal parties involved in the secL:r, assess the COE's commitment to
 

decentralization, discuss USAID's contribution to decentralization, and
 

outline :j strategy which should be followed by USAID and presented to the 

Sector Steering Committee. The draft of the Leport was presented to the
 

Mission on January 20, 1983 and comments have been incorporated into the
 

final report.
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II. THE DIMENSIONS OF DECENTRALIZATION
 

Decentralization mears many things to 'different people -- indeed one 

might say that its many percepticns and definitions are an inherent part of 

the basi: concept. It has already been pointed out, "... decentralization 

is, and will remain, a loosely defined concept among Egyptian officials and 

that efforts to impose too. rigid a structure or* too precise an objective 

upon what is essentially an.evolving and continuously changing process will* 

be strongly resisted." (Development Alternatives Inc., "Decentralizatlon in 

Egypt: The Pilot Project and Beyond." p~ge 29, Washington, D.C. 182). 

We have underlined "process" to stress that decentralization Is a
 

method for reaching development goals; it.is not a goal in itself. USAID
 

is using this straLegy because it coincides closely with the GOE's program
 

of moving executivj functions from central ministries to levels of
 

government closer to the rural people and stimulating local initiatives for.
 

development. It also embodies AID's goals of enhancing popular
 

participation in conomic development, buildinG development institutions in
 

the localities, and maintaining service.; nce they have been established.
 

In -these ways decentralization is a damocratic process to provide better
 

-ervices and build lasting institutio.,o, which in turn will raise national
 

production and improve, the quality of life of m'iny Eg'yptians who)se basic
 

needs are barely being provided at present.
 

In this assessment we have focussed on three key dimensior.3 of
 

decentralization.
 

l. Functional Decentralization -- Location of. responsibility for the 

functions of local government, concentrating on the delivery of basic 

human services. 

2. 	Political Decentralization -- Extent and quality of local participation 

in planning and other decisions rerarding the provision of basic 

services. 



3. Resource Decentralization -- The location and sources of money and 

skilled staff needed to implement decisions and plans for basic 

services. 

As decentralization is a process 
in -a complex government syrtem,'the
 

dimensions listed are not mutually exclusive would wish for easIof
as we 


analysis an4 disaussion. There ii inevitably some overlap -- as Indeed
 

there should be in the real world..
 

With regaiJ 
to the first dimension we looked for clear Indications that
 

the executive responsibility for delivering basic services has been removed
 

from central ministries to departments located in the governorates,
 

districts and villsges. These basic services include water, sewage,
 

education, health, housing, support for agriculture, etc..
 

The extent of lical participation was assessed by studying the roles of
 

village, markaz and governorate councils, both elected and executive, In
 

the planning, execution and monitoring of s-rvtce delivery. The relative
 

weights of cJincil decisions compared with those of central agencies was
 

also btudied. We looked for evidence that local elected councils
 

participuL.t in needs assessments and setting development 
priorities and
 

that other elected rc-presentatives vvre involved In development decisions
 

ct thi apropriate levels in the system. We also identified the key actors
 

in tha pro:ess and described their function and their 'commitment to the
 

continuation of the decentralization proce .
 

Our concern with.resource decentralization was focussed upon money and
 

personnel. Where were they coming from and who decided how they were to be
 

used? We were interested to see the extent to which local services 
were
 

provided with local funds and local skilled staff, 
and with similar
 

resources 
supplied from outside the locality but controlled by the local
 

conmunity. Local resources were compared with resources supplied from
 

central government and kept under.its,control.
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IV. FINDINGS
 

IV.A: THE STATUS OF DECENTRALIZATION IN EGYPT
 

In this section we present our major findingu regarding the three
 

dimensions of decentralization, the principal actors in the GOE and their
 

commitment to the process.
 

The findings are based upon comprehensive reviews of the legal,
 

administrative and fiscal aspects of decentralization. The reviews,
 

assembled from GOE documents, previous "SAID consultant reports and
 

interviews conducted by the team, are Included In this report as appendices
 

* B,CID.
 

1. Functional Decentralization:
 

In this area there have been sever-' positive changes over ?he last
 

twenty years. We find the basic framework of functional decentralization
 

in place: local. units are now. responsible for providing basic services.
 

There are problems in itiplemention, however.
 

The main points are as follows:
 

i. Responsibility for establishing, changing and administering -local
 

-government 	units has been transferred to lower levels in the CUE, and
 

elected councils Increasingly involves In the process, as Indicated in
 

Table 2, Appendix B, page 20.
 

ii. Responsibility for* providing basic services has been progressively
 

transferred to local government units, 
as is shown in Table 1, Appendix B,
 

page 15. Service directorates at approprlate levels in the local government
 

system have been established as is shown In Figure 1, Appendix B, page 25.
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Iii. There is a clear policy of transferring executive responsibility for
 
service implementation to the governorates, which has been.implemented by
 
the Central Agency for Organization and Administration (CAOA). 
 This has
 
resulted in the reorganization of 
several service ministries in the past
 
three 
 years. Ministers of service ministries, such. as, health,
 
education, 
 supply, social affairs, agriculture, housing, have been
 
designated "Ministers-without-Portfolio", 
 and made responsible for
 
policy, planning, research and follow-.up. The executive staff of these
 
ministries 
 (40,000 persons) have all been transferred to the
 
governorates. A comparison of the total budget 
for wages in the service
 
ministries, reflecting the placement of staff over the yearb
 
i976-1982/83, shows a much larger and 
more rapidly growing budget 
for
 
wages at the governorate level than at the central level. 
 See Table XII.,
 

Appendix D, page 34.
 

The. heads of departments in the governorates report both
to the
 
central ininistry and the governor. The governor, however, writes Lhe
 

employee's evaluation 
and must be c.nsulted regarding promotion 
ar.
 
transfer. All more 
junior members of directorates are members of 
the
 
governorate, markaz, or village staff and are 
responsible solely to the
 

local units.
 

iv. A major problem noted by the team, in several areas where both
 
central and local units have responsibility for service delivery, was the
 
coordination of implementation, As in the 
case of water and sewerage,
 
(discussed in Appendix B, page 1, 
tue "governorates have little advanced
 
knowledge of the investments 
planned by NOPWASD. In Ismailia, it whs
 
pointed out that several 
large scale industrial and housing estates are
 
without water or sewers due to lack of 
coordination between central and
 

local authorities".
 

During the implementation of USAID activities we have also noted
 
this problem of coordination, as we discuss later in this report.
 

http:follow-.up
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2. Political Decentralization
 

Here we are concerned with local participation in kovernment,
 

especially in the development planning and budgeting processes.
 

Our main findings are:
 

i. A system of elected representative councils was established in 1960
 

and haj evolved steadily until 1979 (835 villdges, 145 markazes, .172
 

towns ind 26 governcrates) with the elected councils at each level now
 

sharing power with :executive councils. Major decisions at all levels,
 

such as the d-veiopment plans and budgets of the local unit, require the
 

approval of the Selected.Councils.
 

ii. The position of governor has been enhanced considerably. They now
 

hold the full rank .of minister, reporting to the President through the
 

Prime Minister, and dealing with cabinet ministers as equals. They have
 

increased access t' Lhe t.,ntre of power, and deal in it -as one among
 

equdls.
 

iii. Simile-4 the local elected councils were upgraded in Law 50/1981,
 

with the creation of the Supreme Council for Local Government. The
 

Supreme r uncil comprises the Prime Minister, the Chairmen of the
 

Governorate Elected Counrils, the Governors, and the Minister for Locai
 

Government. This means that the people'b elected representatives in
 

local government have greater access to the %entre and influence over
 

decisions affecting local government. But, the Council has never met and
 

so its potential has yet to be realized. The concept looks good, but
 

implementation falls short of expectations. (Note: The Council is
 

scheduled to meet in mid-February, 1983).
 

iv. Under the local government law, the elected councilors have the
 

right to question and demand explanations regarding the implementation of
 

their decisions from their respective executive councils.
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v. The annual current budget (Bab I and II) and the investment budget 

(Bab III) for each village unit are prepared. by the executive council in
 

line with priorities and needs established by the elected council. After
 

being approved by the elected council it is sent to the markaz and then 

to the governorate and eventually through the Regional Planning Office to
 

the Ministry of Planning. Elected councils in the markaz and governorate
 

approve the consolidated budgets.
 

Though the basic political framework looks good, there are some
 

problems and serious issues as follows:
 

i. The Supreme Council for Local Government has not met, thus a policy
 

instrument.. withiocal insterests r-,resented, has not been used, and
 

opportunities to bring local government Issues to :national attention has
 

not been taken.
 

ii. Local dvelopment" decisions are still being pre-empted at the
 

national level.. Perhaps one- of the greatest frustrations facing loca,
 

councils and the governor is that concerning priority setting for
 

investments in Bab III of the budget. Regional planning offices, as
 

provided by Law 43/1979, are to assist local units in developin, their
 

investant budgets in all economic sectors. However, in practice this
 

does not appear to be happening. Priorities which have been set locally
 

are not effectively trnnsmitted to central authorities via the regional
 

offices. TS:s often results in confusion at the local level and the
 

changing-of local priorities by the Ministry of Planning..
 

iii. The effectivenoss of governors in carrying out their mandates, as 

well as chiefs of cicy councils and village councils, way be severely 

hampered by the high turnover in these positions. Between 1971 and 1980 

there were 132 changes of governor in 24 governorates. The average 

tenure of a governor was 1 year 10 months during the 70s. (PADCO, 1982, 

Urban Growth and Data Report, page 471). Compared to elected officials
 

who have a set time in office, appointed officials, such as thC governor,
 



serve at the pleasure of the President and are subject to replacement at
 

any time. 'Nevertheless, despite these handicaps, we found a strong
 

commitment to decentralization in the governorates.
 

iv. The effectiveness of the local elected councils (LEC) depends upon
 

the quality of people elected to serve and their motivation. Council
 

members and citizens surveyed by the team gave LECs mixed grades.
 

Although cost members appear to be actively involved in local issues$
 

approximately one half believed that their activities do not contribute
 

in any significant way to local development. Moreover, there was an even
 

spilt among members who either believed that powers vested' In the LEC
 

were less than appropriate or were more than appropriate.
 

3. Resource Decentralization
 

This involves the location and control over both monetary and 

personnel re.ources 'for Implementing decisions and currylng o'ut 

responsibilitiea for the delivery of services. 

Our findings regarding personnel are as follows: 

i. The local units are receiving more staff than they need an" most..do
 

not have the qualifications required for their jobs.
 

ii. Staff with tile required professional skills -- finance, engineorJng, 

economic planning, law, -- are not entering the civil service in 

sufficient mvbers to fill the vacancies. 

Iii. Civil service pay is not high enough to attract and keep skilled
 

staff. The team heard repeatedly of the need to train local staff and
 

improve their skills. Several interviewees stressed that they did not
 

need academic training, but problem-solving, action oriented, practical
 

training as close to their jobs as possible, and that training should be
 

accompanied by additional financial and professional incentives. (Actual
 

quotes taken from interviews, are in Appendix F).
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The main results of our financial analysis indicate that there is
 

little revenue decentralization, but considerable expenditure
 

decentralization is taking place at an ever increasing rate. (Details of
 

the fiscal analysis 
are in Appendix D, and a guide to the structure and
 

content of the budget is in Appendix I).
 

i." Between 1976 and 1982/83 total local government expenditures grew
 

four times, compared with 
 ten times for the central government
 

expenditures.
 

ii. Expenditure decentralization for recurreit costs, however, can only
 

be meaningfully assessed, by comparing 
the growth rate of expenditures
 

for common services provided at both the national and local levels, as
 

reflected in I and II of the budget. When this ib done we find local
 

current budgets 
grew nearly four times while the central government
 

current budget only tripled. For the seven service directorates studiedo
 

we found that the local current budget was four time. the size of the
 

national current budget for thosb same directorates and was growing mori
 

rapidly. kAppendix D, Table XII).
 

Iii. Decentralization of expenditures, primarily through a reallocation
 

of resources from the center, also shn,-s up in the Investment budget in
 

III. Local government investments grew 18 times (1760%) while national
 

investment grew only four times between 
1976 and 1982/83 (380%). Large
 

transfers to the local level began in 
1980 with the creation of the
 

National Investment Bank (NIB). 
 Decisions regarding the allocation of
 

investment funds are still 
made jointly by the guvernorate and the
 

Ministry of Planning. The funds are dishursed, after a clear
 

deronstration of n.eed, and e.:penditures are. nionitored carefully by
 

another central agency, the NIB.
 

iv. The revenue picture is different. Growth in local revenues between
 

1976 and 1982/83 was modest (3 times) when compared with central
 

government revenue growth (8 times). 
 Our analysis indicates little
 

revenue decentralization because the local tax base 
is inadequate as
 

presently structured.' The land and buildings taxes are based upon 1939
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and 1964 appraisals, respectively, and have exemptions that eliminate 

half or more of tax liabilities on land. The surtax on imports and 
exports, an source local is byimportant of revenue, controlled central 
government. 
 Revenues are dependent somewhat on levies on agricultu~al 
production which are very income inelastic and have not grown appreciably. 

v.. A further Indicator of revenue decentralization is the proportion of 

local -government expenditures paid from own source revenues. Between
 
1979 and 1981/82-this ratio grew well 
as revenues from business profits
 

expanded rapidly. The ratio declined however, when the profits taxes
 
were dropped in' 1981/82 through 
a central government decision, and the
 
transfer, within the budget, of central government worker's wages 
to to'e
 
local government account took place1 which 
markedly -increased local
 

*expenditures.
 

%i. Per capita governorate revenues and expenditures were analysed to
 
assess if funds, are being disproportionately allocated to "centr.4l"
 

*gov.rnorates and also to look at the .elationship, if 
any, *;tween
 

revenue 
generation and local expenditures. The comparison of per capita
 
expenditures among governorates,- in both 1976 and 1981/82, shows 
that
 
current per capita expenditures are Inversely reiated to size of
 
governorate population. Funds are not targettcd for the largest places
 

in disproportiriate amounts.
 

vii. The lack of significant growth in lucal revenues over 
the past seven
 

years is particularly frustrating since analysl, ipdicates a positive 
relation.hip between the amount of revenue generated by a governorate and 

the level of subsidy which it receives from central government. This 
suggests that if a governorate raises more revenue it is given more money 

by central government to spend.
 

viii. 
 The bright spot in the area ofrevenue decentralization is In the
 

local development funds which are administered outside the 'national
 
budget. The interest in and activity of 
these funds are Indicators of
 

http:centr.4l
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the dynamism of decentralization. We found that some of the funds were
 

created by governorate officials and elected councils in response to 

local demands and then were subsequently formalized in the local 

government laws. 

The Local Development and Services Fund (LDSF) is the largest of 
these funds and its growth and activity are illustrative of the potential 

of these funds for development. Sizeable balances are carried forward 

each year and do not revert to the national treasury. Of the LE 5.2 

million collected in 1981/82, more' than LE 3.0 million was carried over 

at the end of th: fiscal year in the three governorates studied by the 

team. 

As the Local Development Funds have grown their uses have been
 

diversified, and they are now being invested in economic enterprises,
 

loans for private businesses, and in shares in govcrnorate deve.opment
 

banks. The income generated is recycled through the funds for further
 

loc~lly dir.,ed development activitieL.
 

ix. One of the major sources of revenue for the LDSF is 50% of the all
 

revenues collected by the governorate, above the amouat, estimated at the
 

beginning of the fiscal year in the GOE central budget. At the end of
 

1981/82 the three governorates, visited by the team, received checkr
 

totalling more than LE 2.08 million from this source. This mechansim has
 

enabled local governments to demonstrate that they can collect
 

substantial revenues locally for their own development initiatives.
 

x. Three of the local funds (LDSF, Low-Cos Housing, and Cleansing) are
 

summed and included in both local revenues and local expenditures
 

accounts of the general state budget. This provides national authorities
 

with Information about the size of the fund and raises two concerns. As
 

the funds grow the national government may want to control their use,
 

thereby reducing local autonomy. Also they may want to reduce national
 

subsidies in governorates where the funds are large, thus reducing the
 

central contribution to local development.
 



4. The Key Actors in the Process
 

One objective of the assessment was to identify the key COE
 

institutions involved in decentralization
 

The pivotal institutions in the process of transfzrring functions
 

and resources from the center to local units are the Governor and the
 

Governorate Councils.
 

The roleq of governors, councils, and their staff, their budgeti.g
 

making authority, their authority for setting local priorities, and the
 

relationship of this authority to central ministries, is subject to
 

different interpretations. Decentralization laws indicate that
 

coordination" between local units of government *and central ministries
 

will take place in deymiopment planning, and budgeting. In practice,­

this seldom functions easily and considerable lobbying is required in
 

central ministries -by governorate staff to ensure that local priorities
 

are hoard.
 

It is true that status of the governor has changed. His hand has 

beun strengthened by the chan-2 of his rank to full minister. Thl. move 

has given more prestige to the office of the governor as representative 

of the President and inproved his access and bargaining power ;t the 

center. It has not, hcwever, provided him with better qualified soaffl 

or with addea control over local revenue generation, beyond the Local 

Services and Development Fund. 

Meme'rt; of the Executive CouncIls share many of the frustrations of 

the governor In determining local priorities, and In working with limited 

budgets and limited professional staff. One of the reasons cited for the 

shortage of professional staffs is that central organizations drain off, 

the top quality professionals leaving the remainder to local units of 

government. 
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A large share of local decision making lies with* the Local Elected 

Councils, but a significant proportion of their members and their 

constituents doubt their abilities to make Its -priorities felt and 

contribute to development in their areas. 

At the center of government in Cairo, the principal institutions
 

are; the Hinistries of Local Government, Finance, Manpower, Planning,
 

Housing and Investment and Internatonal Cooperatton (HIIC), the National
 

Investment Bank' (NIB), 
 the Central Agency for Organization and
 

Administration (CAOA), the Local Governm-nt Committee of the People's
 

Assembly, and (potentially) the Supreme Council for Local Government.
 

The Supreme Council was esrabZished by Law 50/1981 to provide policy
 
guidance to the Locql Governmqnt Sector in Egypt. Its role has yet to be
 

established as it hae not met.
 

The Local Government CommiLee of the People's Assembly is important
 

because it represents another mechanism, for enhancing cooperation 

between the representatives, (elected 4n national not local government 

elections), and the executive min'stries of government. The committee 

sets the agenda for debates on local ',ernment in the Assembly, meets to 

consider donor assistance to local government, provides guidance to the 

ministry, and sanctions their initiatives and actions ­

1. During the final days of this assessment this Committee met and, 
according to press reports, discussed the Sector Agreement, training of 
technical staff for the activities, the allocation of GOE counterparts 
funds to meet project needs, cooperation between implementing
 
ministries. They also approved a proposal for 
a followz-up and monitoring
 
unit In the Ministry of Local Government.
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The Ministry of Local Government Is responsible for coordinating the
 

implementation of *the local government laws, promoting village
 

development through ORDEV, coordinating activities and local government
 

concerns between governorates, administering some local government
 

financial resources, such as the joint-revenue fund and the gasoline
 

surtax. The Secretariat of Local Government is, at present, the main
 

coordinator of activities with USAID and chairs the Sector Steering
 

Committee.
 

The Ministry of Minpower and the Central Agency for Organization and
 

Administration (CAOA) both deal with personnel in the public sector.
 

Manpower places graduates (college and high school) and trains them for
 

vocational .and technical positions. CAOA recruits for, and runs the
 

civil service. It places people in administrative-and clerical positions
 

and is responsible for their subsequent training.
 

The gnve-nment is the employer of last resort (every graduate is
 

guaranteed a job). Manpower and CAOA dre responsible for implementin; "
 

the governments policy of "decentralizing" manpower and appointing
 

"masses" of unskillcd staff to the local government units each year.
 

CAOA is responsible for setting all salnries, and administers 1 (wages)
 

of the-national budget.
 

II of the national budget (operating and maintenance costs) is
 

administered !,y the Ministry of Finance, which also, plays a major role
 

in formulating the total budget and mnking the allocations between the 

three BABs of the national budget.
 

With regard to economic pl4nning, the Ministry of Planning is the
 

key actor. In theory it is involved in the preparation of governorate
 

annual plans through its eight Regional Plnnnn, Offices. The plans are
 

reviewed by the Ministry when they make the Ili allocations to the
 



governorates and ministries. The disbursement of. the funds and 

monitoring of investment expenditures is done by the National Investment 

Bank, an independent organization under the Minister of Planning. 

The 'Ministry of Housin? within the Ministry of Development, is
 

charged with .establishing general plans, programs and criteria for
 

national housing development. Specifically, the Ministry supervises the
 

design, construction and maintenance of publi.c buildings, and of
 

residential buildings earmarked for specific income target groups. The
 

Ministry also directs and develops private scutor activity in the field
 

of construction according to state policy.
 

Its relationship with the local units, they assume
as their housing
 

functions, is still be worked out.
 

The finbitry of Investnent and International Cnoperqtion sits cn Lhe
 

Sector Steering Committee and acts as overall coordinator between ti,e 00K
 

ant USAID.
 

The process of decentralization is a concerted effort on the part of
 

all these actors to encourage local economic development.
 

5. GOE Commitment to Decentralization
 

During the interviews the team found all respondents knowledgeable
 

and famiiinr with the concepts of decentralization and support for local
 

government units 8smethods of promoting local development.
 

.The laws and rc3ulntions being imllcmunted indicate a strong 

conmitment to political and adminlutrative decentralization, not only in 

theory, but also through the actions that have boon and are being taken. 

Commitment to fiscal is as Thebasic changes, however, not obvious. 


political will is 
not there at present. Without fiscal decentralization
 

abd the mobilization of greater local financial support for the provision
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of services and *economic (levelopinnt, .the administrative and political 

framework will have little impact on development in the long run. An 

indication from the GOE that it Is interested in considering, the
 

decentralization of fiscal arrangements and local revenues sources would
 

be a welcome move.
 

The National Conference on. Local -Government Finance made several
 

appropriate recommendations in the' fiscal area, but significant. actions
 

by the g6vernment Lave yet to follow.
 

IV B.. USAID'S CONTRIBUTION TO THE.SECTOR
 

There are five jint activities currently included.in the program;
 

Development Decentralization I (DDI); Basic Village Services (BVS);
 

Provincial Cities Development (PCD); Decentralization Support Fund (Q?);
 

and Neighborhood Urban Services (NUS'. (For a fuiler dbscription of the
 

COE/USAID activities and their budgets see Appendix H).
 

DDI provides low-cost loans, trAining and technical assistance.
 

through ORDEV's Local Development Fund, for villnge councils to start
 

Income producing enterp-!ses. Profits are dcposited in the village's 

local development fund and can be used, at the discretion of the 

councils, for new developmenc projects or to provide basic serviaes. 

Over 330 loans have been made in the last three years. More than 3,600 

lo.al governments personnel have received DDI training. Training and 

data processing equipment will be purchased for tne Local Government 

Trrining Academy being built at Salkara. The DDI obligntion is $26.2 

Million through 1985, and $12 million had been expended by 12/31/82. 

BVS provides grants, through a central. InLer-Agency Com:ittoe (IAC) 

and the governorutes, to village councils for specific service projects
 

whose plans have been approved by the IAC. Training and technical
 

assistance is also provided in the villages, and involves some markaz and
 

governorate staff. During 1982/83 all 20 of the rural governorates will
 

http:included.in
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participate and over 3500 villages projects will have been undertaken by
 

village councils -- primarily to improve water, roads and drainage. Ten 

of thousands of village councillors and their executive staff have been
 

involved in selecting, planning, and implementing the projects. After
 

the approval of the project plans by the IAC in Cairo, the funds are
 

disbursed to the governorate which make the grants to each village. The
 

governorate, through its ORDEV representative, also provides quarterly
 

follow-up reports to the IAC. BVS authorization is U0*225 million
 

(includes $75 Title III) and has expended $104 million (including $43
 

million Title III) as'of December 31, 1982.
 

PCD finances technical assistance, operating and maintenance costs,
 

and the design and construction of water and sewerage projects ­

initially in Fayoumi Beni Suef, and Mir.ya cities. It is helping to
 

expand dccision-mAking capacity by providing local councils and staff
 

with experience in allocating and using resources and in develop.ng
 

*fin-incial and other mechanisms for e:.rying their development
out 


programs. The activity started in June 1982. The PCD authorization is
 

USt75 million and had spent 03.lmillion by December 31, 1982.
 

DSF provides grants to governorates, so that they can purchase large
 

equipment for Oevelopment activities after they have conducted detailed
 

needs assessments. Again, the infusion of money and equipment and the
 

cxperience gained through the planniir 6 and procurement process will 

strengthen decentralization. The first shipments -f equipment arrived in
 

the gove' nor.tes ih September, 1982, and will continue over the next two 

years. Training will be given In operation and maintenance of the heavy 

equipment. t.100 millton Is authorized for DSF and USt2l had been spent 

by December 31., 1982. 

http:develop.ng
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NUS seeks to enhance urban local government in Greater Cairo and 

Alexandria, while addressing the unmet basic needs of the urban. poor. 

Grants are provided- through an IAC and the governorates, to local 

councils and private volunLary organizations which have selected and 

drawn up plans for projects. Considerable technical assistance and 

training will be provided in this project which made its first grants in 

April, 1982. By December 31, 1982, NUS has spent US$9.6 million of its 

total authorization of US$89 million. 

In. all sector activities, approximately US150 million had been
 

spent by December 30, 1982, but the expenditure will rise significantly
 

in FY 1983; during the first quarter of the year S 26 million was spent.
 

Looking at the USAID activities in terms of our three dimencions we 

find significant contributions are being made. The activities are still 

vary younr, but their assistance with buildina processes, which are 

alrcady underway, is considerable. USATD activiLes have provided 

immediate assistance 'and services to the poor while, reinforcing 

functional, policital and fiscal dec ,atrnlization. They have enablc 

local entitites to assume their responsibility tor providing services and 

starting economic 2ctivities in support of their local development 

funds. With regard to decentrall.sing decision-making we find that 

thousand of local elucted councilors have often been involved in 

selecting and implementing projects -- with nearly 4000 being initiated 

at the local le.el. District and governorate units have also, to a 

limited extrrc and with difficulty at timcs, played a coordinating and 

technical assistance role in the process. 

By far the most .mportant contribution, however, Is the money which 

has been mtde available, almost directly to the local units, with little 

interference from central government. This is providing a very useful 

demonstration of expenditure decentralization. In terms of programming 

these funds, the decision of the local unit is paramount and cannot be 

preempted by units higher up the local government hierarchy -- provided 

the selection is within the guidelines provided by the IAC. The primacy 
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of tie funding is clearly appnrent whcn.we consider that the technical 

assistance and training would have 'little impact without the money. to 
implement projects. The.money oils the wheels of the process, . Also it 
has enabled the localities to demonstrate quite clearly that considerable
 
capacity 
does exist in local government to conduct development in a 

de'centralized way. 

It is also clear that the most severe constraint to continuity is 
the absence, at present, of* sizeable amounts of money raised locally to 
supplement AID funds and replace them in the 1.ng-run,
 

Anothar aspect of the flnancing, which is very important in the 
governorates, is that 
the USAID grants provide .acus to foreign exchange 
with which heavy equipment can be purchased from the United States. 

Governors repeatedly mentioned during the Assessment that they have great 
difficulty securing the foreign exchange compov.nt nf their BAB III 

budgcts.
 

Another lesson from the USAID experience is that the implementation 
of the USAID activities has posed problems of coordination in some 
governorates. The planning of these. activicles was done relatively. 
independently- of each other, and consultatiun was ininadequate the 
govcrnorates. We now have a policy commfttee In Cniro to set the overall 
direction of the sector. It must be remembered, however, that the 
coordinating, the planning, and the niplementatinof each activity,still 

has to ",tappen in each governorate, tliere mid-level .n"3gement skills are 
necded. The sector progrAm is not, at present, building intermediate 

management capacity the and --in districts governorates long run 

vinbil.ity of the process Is dependent upon thin. 

During our interviews in the governorates it was mentioned several
 
times that the Sector Program provides no money or technical assistance 
to the. medium- sized tothns (50,000-100,000), many of which are markaz 

centers. This presents an opportunity which Is discussed in the strategy 

section. 

http:compov.nt
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IV C: MAJOR CONSTIRAINTS 7N TIlE SECTOR 

The assessment team found three main constraints which are delaying
 

the progress towards more complete decentralization of local government.
 

These are:
 

1. Policy Discussion Constraints,
 

2. Local Financial Constraints
 

3. Perbonnel Skill Constraints
 

1. Policy Discussion Constraints
 

In the past 'thexe has been relatively little discussion of the
 
achievement of 
sector goals between USAID and appropriate parties in the'
 
COE,. and those who were Involved in the development of our cur:%int
 

activities .have either retired from bovernment service 
or moved to other
 
positions. During the'assessmnt we found those interviewees concerned
 

with policy issues (goals) were often unaware 
of the achievementc i.
 
sector activities, and those responsible for project implementation had
 
l'ittle to say conceining sector goals -- with the exception of some very 

knowledgeble Covcrnors,
 

Obviously the groups need to be brou,,'t together and the level of
 
informaLlon about thtir respective roles in the 
 processin activitics, and
 
concerns 
 increased so that meaningful, action oriented discusaionb can 

take place. 

2. Finnnci;l 'Reisource Conntrh:ntn 

The recond major constraint in the sctqr is the inability of the 
national and local governments to fund all the',,local needs for basic 

services.' There is a large gap between requests from"-t'he local units for 
Investment projects in their nniiunl 
III plans 'and the money, allocated. by 
the inhLary 6f Planning in the natinnal budget plus small amounts
 

available from local P:ources.
 



11SAID's funds are filling the 8ap, to some extent. The expenditure
 
of an average of US $60-80 million per annum equals one fourthof the III
 

investment budget for local government.units in 1982/83.
 

The discussions at the recent national conference on local
 

government financi indicate a keen awareness of this problem among 

Egyptians, but the team was unable to-discern any concrete steps that are
 

being taken by the GOE at the local lavel, to continue the type and level
 

of funding presently being provided by USAID. Increased allocations from
 

the central treasury to local units' investment budgets are a step in the
 

right direction, but the increases, are dependent upon central decisions
 

and do not enhanco local self-reliance.
 

3. Personnel Skill Constraints
 

The qui2ity. of planning and management skills and the adequacy of 

support institutions at all levels of government, (central, relional, 

governorate, district and village), are vital ingreuients for the full 

Implementat.-. of decentralization lawq. The Team found that one of the 

most significant contributions of USAID sector assistance has been. to 

give local units of government, first In the villages and more recently
 

in the major urban ciLy 1",vel, greater opportunities to plan, budget, and
 

execute projects through program support. However, the ability and
 

opportuni.ty to brouJly carry out these processes and fu..ctions beyond
 

USAID funded activites is still limited.
 

New itioctions and Lasks of local government planners and managers 

under recent decentr.lization l:ws have not been rudefined to reflect new 

responsibilities. These new roles now require local planning initiatives 

and the ability to mobilize and iraninge resources beyond those provided by 

central government. Moreover,' serious constraints hinder full 

participation of local elected councils and uon-govertinen tal groups in 

Oh planning processes mandated under decentralization laws. Elected 

council members ofton lack the necesonry skIllIs to meaningfully 

participate in the identification and review of planning and project 

options. They cannot translate such optionu to their constituencies and 

consequently leaves this service directorates working in isolation
 

without adequate local interaction.
 

http:opportuni.ty


V. T11E STRATIJXY FOR USAID
 

This strategy is presented by the Assessment Team as a basis for opening
 

discussions between USAID and che Decentralization Sector Committee. The
 

final strategy will be the result of these discussions.
 

This strategy addresses the eonstraints discussed in the previous
 

section and is derived from recent guidance issued by AID in Washington.
 

Our recommended strategy is based on AID/W policy responses "to the economic
 

development problem",l/ and guidelines concerning assistance to 
 local
 

government".
 

The strategy stresses policy dialogue and Institution-building: two
 

areas of economic assistance where AID has special expertise. It also
 

.addresses AID's concern with developing local orivate enterprise and
 

providing for recurrent costs in the futu~.-


The policy discussions must recognize that despite the many factors. 

'which are external to Egypt's economy "s.. over the longer* tjrm, the 

recipient eountries' own economic and sor4%l policies the dominanton 


influence on its The strategy must be
economic growth"(a). "collaborative,
 

not adversariaL".(a)
 

The strate-;, will address 
the need to build sKills and human capacity in
 

crucial organizations ensu',e contlnuation of the
t, the decentralfzntion 

process and its contribution to improviaig the quality of life for many of 

Egypt's poor. "The development of human renource. -- in other words "human 

caItal" -- is vital to the growth of overall productivity and the efficient 

us: of physi.cal capital. While the accumuintion of physical capital 

resources iu essential economic growth, it is the andto people that shape 


cnergize a nation's devclopm~ent ... It is clear that Investment in a
 

1/ Quotes in t.e follow;ing parngraphs taken from; (a), remarks by H. Peter
 
Macj-,herson, Administrator, AID, to the Commnittee for 
Economic Devclopment,

Naw York, 11/10/82, and (b), STATE 199220, 7/17/82, AID Support for Local
 
,o.'-rnments Prc!rnm,(comulete cable In Appendix J).
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country's human capital is strongly correlated with .... rural and urban 

development • • 

USAID's past strategy has, and future strategy will, recognize that the
 

Administrator's "primary concern is that AID assistance strengthen, not
 

weaken, the independent capacity of local government at the local level, and
 

that our assistance positively encourage, not discourage greater community
 

participation and. self-reliance, including the qrowth of private,
 

non-governmental organizations at the local level."(b) And that:
 

i. 	If funds are administered through a central governnent hirearchy, (or
 

local governments linked to central government), this support should not
 

increase dependency on central •government initiative, but rather
 

.strengthen local capacity to promote local development.
 

ii. 	Programs should Increase local reve;.u.t raising capacity so that local
 

communities can assume operating,. maintenance and replacement costs.
 

Effective assumption is a crucial test of decentralization.
 

iii.When local units of govern:ncnt are fo..,j desirable for assistduc-, "... 

support should ba viewed as a long-term institution building process 

which requires an AID commttment to a long time frame in order that 

sufficient opportunity is allowed for developing sustainable self-help
 

capacity."(b)
 

Several activities with specific purposes are recommended by the
 

Assessment team to address the consL'aints identified in the previous
 

section. They are designed to build on, and cotilement the existing sector
 

ac tivi ti s.
 

Policy D scus5Aoils 

V.Ith regard to policy di-icu:;-cionn wo ,,t;v.L th-it the utratelly encompass 

the following purposeS: 

A.. 	 To'support aM enhanice institutions involved in policy making in the 
sector. 

B. 	 To develop n1n evolvIng const[tuency and a growing network of 
instfiutlos1:i coii,-riicd with drcentrnItzation policy, and increase 
awarenc:;s of ducentrallvation goaln and activities among all parties. 
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Preliminary suggestions are made regarding activities to accomplish 

each purpose
 

Purpose A: To support enhance
and those institutions involved in
 
policy making in the sector. 

Activity A: Assist Sector
the Steering Committee, formed in November,
1982, to become a center of thinking and action and a vitalsupport 
to the Supreme Council for Local Government and the

Local Government Committee of the People's Assembly.


Discus.ion:
 

In. the GOE,' thq main Irstruments for conducting the decentralization
 
dialogue are the. Supreme Council Local
for Government (Prime Minister,
 
Governors, Governorate 
Popular Council Chairmen, Minister 
for Local
 
Government, and other Ministers as requested) and the Conamittee for Local 
Government of the People's Assembly. The has metformer never since its 
legal definition i.n Law 50/1981. On the other hand, the Assembly 
Commlittee is very It
active. collects 
and reportc information from
 
villages, districts, go.3rnorates Lind the
from Assembly's Central
 
AuClting Office. Using this Informatlon the Com-ittee vrites its own 
reports. The Luuncil and the Committee are responsible for develiping
 
local government policy and assessing its implementation. The fact that
 
the ,uprere Council has not is a
met misses opportunity for
 
decentraJ]4-ation. 
 It is symptomatic of the problems of 
implement.ng
 
policy and establishing new institutions.
 

USAID should encourage the GOE to cstablish a schedule Zor the
 
Council neetings 
 so that it can bring togather the. primary actors 
concerned with local government and decetralizatJon. This will enable
 
the 
 Counc l to begin to perform its role as specified in Chlpter 2, Law. 
50/1981 -- that of "discit-sing all ..attvrs related to the local
 
governrment systcm rgardli€,, Its reinforcemen., development,' and the 
stlgestion of rtil.s andlawn, rVgp1ationv; affecting t1 local cormunity." 

The Sector Stecring Cor.Ittee can perform in; role as a center for 
decentralization thinking and action by broadening Its membership beyond 
those organizations directly involved in the implementation of GOE/USAID 
sector activities. Tnstitutions, such as governors, the Central Agency
 

http:implement.ng
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fnr Ognizal Inon and Admilni;tration, Minitry of Manpower, Development 

Barks, Universities and the People's Ansumbly should be considered for 

m.mbership. This will develop the constituency and increase the 

information level in appropriate agencies. 

USAID is linked to the policy process through the Sector Steering
 

Committee and the Secretariat for Local Government. The Secretariat is 

the executive arm of the Supreme Council, and will provide the chairman 

of the Sector Steering Committee. The Technical Secretariat of "the
 

Sector Steering .Committee will be' housed within the Secretariat of the
 

Local Government. USAID sits on the Steering Committee and shares in its
 

deliberations'. The Technical Secretariat Is an essential part of the
 

Cocunittee and will carry out the Committee's coordin~ting and information
 

functions. It is -responsible for data collection from the sector
 

activities, and monitoring the execution of the Steering Committee's
 

decisions. Technical assistance is required in the early staces to
 

assist in the Secretariat's development md to support the Committee's
 

agenda under .jrposc B, below.
 

The team recommends that USAID offer the 'part-time services of an
 

AID project officer, to wurk directly with the Commit*e Chairman on the
 

development of the Secretariat.
 

Thrposo B: To de'velo,0 an evolving cc.-ntituency and increase awareness of 
decentralization goalt: and activities among all institutions. 

'.t.ivitv 7: Provide technic.al anl financial assis-aace to the Steering 

Committee aind its Technical Recretarlat for developing an 
information program on decentralization goals and activties. 

.' :u	ssiO : 

Compatible goals exist within, the COE and USAID regarding functional 

6c~cntrnJ1'atlon and local participation in decision-making.
 

C)nsiderable progress is being made with the former, but less in the 

latter. Decisions, nadc locally on local issues, without regional 

inplications, are still being preempted nationally. Regarding fiscal 

decentralizntion, we are still far apart on policies for greater 

fl .:.-bility in local buidgeting and greater local resource generation. 

http:technic.al
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AID csistance sLould help the Comniittee to develop .apolicy program 
Lo bring the goa3s of interacted parties closer together. It may 
inclutde, but not be 1liited to: 

a. 	Periodic reviL,:s of GOE/USAID sector activities -- presenting 
feed*back on the achievement of activity, purposes und ensuring 
that .links to cector goals ace specified and developed; 

b. 	Reports on decentralization activities outside the Sector
 
.Program, such as Basic Education, World Bank and other donor
 
activit es with local units of government;.
 

c. 	Organizing working groups for policy studies on issues, such as;
 
i. 	 developing local financial resourcec;
 

ii. 	 provision of block grants or matching grants from the
 
central treasury for local development activities;
 

ill. separation of local government and national budgets;.
 
iv. 	provision of appropriately trained staff in local
 

government,
 

v. 	 rccurrent costs, charges for services;
 

vi. continuity of sector activities.
 

For f rthee discussion 
 of fiscal issues see the end of Appendix 

D.
 
d. Organizing and/or' participating in .existing annual
 
' seminar/conferences cn local government;'
 
e. 	Developing - publication program in support of above activities
 

to raise the information content of all activities.
 

O
All 	ne (0/USAID decentralization activities 
should be developed
 
:trough the. -Sector Steering Committee as they 'provide unique
 
:':,rtunit.cs to enlmrca'institutions and build constituencies.
 

.r 	ancial Rcocurce Constraints
 

For addressina financial resource constraints, and ensuring the 
ccntinued operation, .1tintenance and replacement of COE/USAIDcurrent 
a:tivities, the follo-.,'n, pirposes are recomrm ended: 

http:rtunit.cs
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C. 	 To increase local financial renources for development activities,
 
including tax revenues, fees, 
local levies and investments from the
 
private sector.
 

D. 	 To increase the flexibility of subsidies from central sources, and
 
the authority of local units regarding .their 
use.
 

E. 	 To assist governorates identify and mobilize alternative financial
 
resources beyond those provided by government.
 

Purpose C: 	 To increase local financial resources for deve.opment

activities, including tax revenues, fees, local levies and
 
investments from the private sector.
 

Activity C: 	 Raise with the Sector 
 Steering Ccnmittee, the need for
 
increased local funding and the continuity of funding of
 
present USAID sector activities. Under the aegis of the
 
Steering Committee, a reser-ch and development activity
 
should be undertaken to explore all options of local 
revenue
 
generation. The results of this 
work would: be reported by
 
the Committee to 
the Supreme Council of Local Government and
 
Assembly Committee for Local Governmert.
 
The Committee should be encn,,raged to develop new activi ies
 
and change existing activities, based upon the reserach
 
results, which 
would require, over time, an increasing

proportion of funds to be provided from local 
sources and/or
 
"blockgrants" from the central trea.;ury, ab 
discussed below,
 
under Purpose D.
 

Discussion:
 

Without a staile local revenue 
base with funds that are raised and
 
kept locally, the goals of fiscal decencralizatlon will not be met.
 
Consequently, USAID must 
seek ways of building local revenue generation 

iato any new activities in the sector. Over:ime, as local revenues 

increase, the USAID portion should be reduced, anj the shortfall would be
 
picked up locally. This would tri.1y institutional local project
 

development and control.
 

During the Assesment governorate officials persistently pointed out
 

the need to improve basic services in medium.sized .towns (56-100,000
 
population) :here living conditions are often as bad those in major
as 


urban areao or in rural villages. Any now activity In this area should
 
be ee.,cloped 
 through the Sector Steering Committee and aimed at
 
encouraging, to the maximum extent 
possible, a variety of approaches to
 

increasing local revenue generation. The activity would provide a
 
frameork for institution building, and 
 planning and management 

developn,ent in the rmarakez, governoratcs and regionnl planning offices, 

to coir)]lcent tyork already being done In the villages. 



-31-


The planning and development of such an activity could be done 

rapidly by the Steering Committee and a Cairo-based planning/engineering
 

consultant from. the private sector. Current experience is BVS, PCD and
 

iVS and the design studies for thnse same activities gould form the basis
 

of any design. Local private sector construction contractors could be
 

encouraged by requiring that a.significant number of the sub-projects be 

earmarked for them. 

Purpose D: 	 To increase flexibility of subsidies from central sources 
and the authority of local units regarding their use. 

Activity D: 	 Based upon the Steering Committee's program of research and 
develorment, develop activities which explore 4nd 
demonstrate the efficiency of more flexible approaches to 
central subsidies.
 

Discussion:
 

There is a need to change the. perception of central government
 

subsidies from "project specific funding to local government unitd" to
 

"block grants." This would enable them 
to set their 	own priorities, meet
 

their oun demands and choose the methods for service delivery on a more
 

flexible basis thai. precently exists. The block grant structure can be
 

used to reward governorate productivity, anti equalizi in~omes.
 

Purpose E: To assit governorates to ;'entify and mobilizc alternative
 
fk.,ancial resources beyond those provided by government.
 

Activity E: Provide technical assis'arce to governorates for the
 

identification of options In utobilizing alternative
 

financial re.ources beyond Lhose provided by the government,
 
both local and central.
 

Discussion: 

To enhance the continuity of efforts already underway, i.e.j to 

institutionali.e the USAID funded types of activities local governments 

need to develop additional financial resources besides those being
 

provided centrally and through local revenues. Local governments also
 

need to develop great local resources to address the many unmet needs not
 

financed or only parti'ally financed by government funding. Local
 

development and commercial banks, cooprative3, voluntary organizations
 

and other private sources need to be studied.
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Personnel Skills Constraints
 

The purposes recommended to develop personnel skills are:
 

F. 	 To improve planning and management skills at governorate
 
headquarters and in towns (carakez).
 

G. 	 To increase the participation of elected councils and local
 
representatives groups in defining and implementing local
 
development.
 

Purpose F: 	 To improve planqing .bidgeting and management skills at
 
goveinorate headquarters and in towni (marakez).
 

Activity F: 	 New activities should be principally aimed at the town 
level3. which would emphasize on-the-job training in 
-.cessary planning and management skills. Develop problem 
focused workshops and short courses in the governorates 
addressed to problems of planning, budg-ting management, and 
information system needs for both ongoing and for any new 
sector pr.3cts. 

Discussion:
 

There is an urgent need to greatly improve the quality of planning 

and management skills at the governorate and town levels. No amount of 

work at the -'Ulage level, in small Fcale works, will convince central 

government authorities, especially the Hinistries of Planning -and 

Finance, that local government has the capauity to carry out all local 

service activities includiig planning, budgeting execution and follow-up 

without considerable central government assistance. Moreover, central 

planners are at preoent too involved in project specific .ctivities and
 

spend too little t.me in doing national and regional planning. A
 

simultaneou=. upgrading of skills at the central level, (short course and
 

seminar particlpari'n), while Increasing abilities of local unit
 

officia]s, could dramatically increase decentralized plannir, and
 

canagcment function°.
 

Pur-.ne n: 	 To increase the p.irticipatio, of elected councils' and local
 
representatives groups in defining and irmplementing local
 
developrent.
 

Activity C: 	 Assist in the development of information systems in the
 
governorates and marakez that ,ould be available for use by 
elected councils and non-government groups. Select certain 
projects for USA.D funding which ,ould be planned and 
e:ecuted by, local non-governcent groups. 
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Diccussion:
 

Information systems serve to document the number of viable options
 

for action (or inaction) and help decision-makers choose among the
 

options for the allocation of scarce resources. Information is different
 

frcm "data". Data are expressions of aspects of reality or 

characteristics of the environment. Information on the other hand, is 

the aggregation and synthesis of data into a form that directly bears on 

the problems facing decision-makers. Locally elected officials and
 

priva.e development related organizations i.e., banks, 3avings and loan
 

associations, small industries, and/or agri-businesses often are hampered
 

by a limited information base as well as by the lack of technical project
 

development, and analysis skills. Improvement in both the information
 

base and the skills available to these groups wou.ld enhance the quality
 

and breadth of decision making.
 



Decentralization Sector Assessment: January 1983
 

.Apendix A 

SCOPE Of WORK AND METIIODOJ OGY 

Th.s appendix contains the original scope of work for the assessment,
 
a brief dencription of the methodology used by the team and a list-of the
 
institutions visited and the positions of the interviewees.
 

The Scope of the Assessment
 

A. Identify the current and potential decision-makers regarding
 
decentralization throughout the COF in Cairo 
 and in the
 
Governorates. Identify present GOE intentions and goals regareing

both administrative and fiscal decentralization.
 

This will involve several extensive interviews with senior members of
 
many Ministries, the Popular Assembly and its special committees. the
 
Party, and the Governorates. A snowball sampling technique will be
 
us-d starting with a list of influentials compiled by LAD. Their
 
views about de.-ntralization, their role decisions
in regarding it,
 
and their assessment of future directions will be iscertained.
 

B. Analyse the current planning process end investment allocatiuns
 
(Bab III) and expenditures made in tt"-e governorates, from 1975 to
 
present. DeLermine source, size and use of other local 
finance fur
 
development projects. This will c..'-il 
a detailed analysis of local
 
investment budgets allocations, and expenditures and the planning
 
process upon which the budgets are based, in three governorates over 
a 5-6 year period. At least :..a of the governorates will be an 
original BVS site. Other sources of finance for local projects,
particularly local and funds, be
revenues special will examined.
 
This activity will provide hard -ala which will indicate and clarify

the more subjective information collected in Part A.
 

C. .Begin a policy dialogue within the Steering CommiLtee and 4ith
 
oti,er important declson-makern Identifled .n A above, using 
information developed during B. 

D. Develop a strategy for the Steering Committee and USAID to ensure
 
that mutually acceptable goals are specified and actions are takun to
 
reach the goals.
 

3768D/OO63Dgbk
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C and D will involve the Sector Steering Committee, USAID and other
 
appropriate organizations in a continuing series of high-level
 
discussions regarding options and future directions for
 
decentralization and USAID assistance to .the Sector.
 

Timing of the Assessment: November 7, 1982 - January 20th, 1983. The 
report was presented to the Mission on 1/20/83 and circulated outside the 
Mission in mid-February, 1983. 

The Assessment Team
 

The team comprised:
 

Rural flvelopment Advisor, Local Administratidn and Development
 
Offfce, USAID/Cairo, Team Leader,
 

Urban/Regional Planning Advisor, Program Office, USAID/Calro,
 

Public Finance Economist, AID/W,
 

Public Administration Specialist, University 'of fansoura;
 
Consultant,
 

Pq!.ical Economist, University of Cairo; Consultant.
 

Originally iL aad been planned to request that the GOE assign two Wembers 
of the Technical Secretariat of the Sector 'Steering Committee to work 
closely wA.:a the r-am luring their investigations. Unfortunately the 
Steeving Committee had only just been formed at tne. beginning of the 
assessment and its Secretariat had not been organised, so no staff could
 
be assigned to the Team.
 

Three research assistants, who. compiled nnt translated some of the
 
data fo& thc financial analysis were graduate students of the condultants.
 

The two local onsultants were invaluable members of the team as they 
knew where to look for infor.mation, hot, to secure the information, and 
how it fitted together with the other information collected by the team. 
They shared with the team their own publicatlons and unpublished analyses 
as well as the raw data from thir'r own earlier surveys of local 
government affairs. The protocol requlred in arranging ronny of the 
visits by the t~aM was C..ISid bocati:e the [ntervlrwe'es were, in many 
cases, the personal acquaintnncen of the consultaints. This also, no 
doubt, meant that the discussions ware much franker and less formal than 
would otherwise have been the case. 

t
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Conduct of.thc Assessment 

The assessment is outlined in Figure A-i on th'. next page, starting
with the context and ending with the strategy in the report. 

The assessment began in early November, 1982 just after a series of 
articlds were published in various Egyptian magazines and papers. Some
 
*of the early articles were most critical of USAID's research program and 
suggested that AID was treading in sensitive areas and trying .to playthe

role of a "government" within the government. 
 Later articles repponded
 
to these points and indicated how small AIr's investment in research and
 
development was in relatipnship to its total program.
 

It was with some trepidation, however, that the team began. its
 
investigation of the potentially sans4tive areas of local government

finances and decision-rmaklng. A cautious, low-key approach, beginning 
our work primar'ly in the governorates, paid off and we mat little 
reluctance or resistance to our studies, except at the Ministry of 
Finance. The success of this approach was due In many respects to the
 
skill of our consultants in explaining, the purpose and methods or the 
assessment to Egyptian interviewees, and using personal contacts with
 
former acquaintances and friends to introduce the team to the appropriate 
interviewees.
 

The data collection str-tegy involved locating -many written
as 

documents as possible. Analyzing and summarizing, them and then asking

interviews to amplify, cc.nfiri and develop ideas gleaned from the
 
documents. Tabulations of finhncial data were made from all GOE national 
budgets 1976 through 1982/83. Many laws, .'ccrees, governotate

regulations, ind governcrate budgcts and final accounts were collccted 
and studied. After fiv, days of intensive study we began our trips to 
the governorates: Giza, Menoufla, and Qcna. days were spentT'.) in-cach,
interviewing the Governor, his senior staff, anrl several councillors from 
thc. g.vernornte. and narakez councils. The wasream surprised by the 
opthncss and frnnkness of Lhe disc.u.'.Iiuns and also by the length time 
spent with the team by very s'.nior officials and respresentatives to 
ensure that information was complete and w(.Ll understood. The team 
usuall-, split into two groups, orne concentrating upon finances and 
workin- closely with the Department of Finance and thrir books; while the 
otl.er group discus.ed funcLional ani political aspects of 
decenralization with tl:e executive and elected members of the local 
counci s. 

The dlscuslons always bep,an with a review of existing
decentralization activities focussing on progress and problems. This was 
an evcellent rapport builder and indicated quite clearly the common
interests of both sides of the investigation. Subsequently, the 
discussions were open-ended but focussed around the following topics: 

http:discus.ed
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THE CONDUCT OF TIE DECENTRALIZATION SECTOR ASESSM.EHT: 


4. FRAMENORK.OF STUDY.
3. ASSEMBLE TEAM2. PURPOSE.1. CONTEXT 


Dimensions of decentralization
* MultioProzrac Agreement * Assess status of* 	 Assesssalssiof &naulti 

SBroad Egptian prc - do in 	 A administrative "
 
p tic
 

- Hajor Institutions * Joint . "li
interest in 

decentrali:ation Eg)ptian/US * political
 
as a process 
 ' GOE'intenticns 

- noney* resources: manpower

USAID strategy 


* major ins.titutions
 

. F*.GOE 	 commitment
 

S. FIN. T-S 

C. USAID's CONTRIBUTIONB.Ag REVIEWS OF COTEXTJ 	 6. CONSTRAINTS 7. DRAFT
 
STRATEGY FOR
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* Extent of * 

L. 	 Adainistrative/ . SECTOR USAIL
 
-J Vecentraliottion
Functional 


on D.tensions * Denons'ration effect 
cf Projects

Political 

$SZ0 =llion
 

oFiscal 
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i. development plans, their formulation and implementation,
 

ii. decision-eiakin3 regarding plans and projects,
 

iii. resources for plan implementation; oources of -finance and 
who
 
..controls them; 
sources of skilled staff and who controls them,
 

iv. the local development funds a,.d how they operate,
 

v. the negotiations that take'place between the 
governorates and the
 
central ministries regarding development projects,
 

Vi. the management of development projects,
 

vii. raising local'revenues.
 

Documents, collected during the meetings, were 
 translated and
 
reviewed by the Team. 
 Summaries of Lhe information were written and are 
included 
in the appendices of this report. Additional information from
 
the vill,-2s was taken from a survey of 128 councillors and 250 villagers

conducted earlier in 1982 by 
one of the team's consultants. The full
 
results .of these surveys will 'e 
published" separately. The major
findingz were then dl'ussed by team and are It,cluded in the body of the 
report.. 

Attachee is a list 
 of positions whose current occupants were
 
interviewed by the team.
 

PERSO AL SOURCES OF INFORMATION
 

1. Interviews conducteO by 1/15/83
 

a. Giza Covernorate
 

Secretary General
 
Assi..,tant Secretary General
 
Director of Finance Department (Ministry of Finance) 
Govcrnorate Director of Fina±nce
 
Director of De'c,lopment (OTRJ)IA')
 
Director of Urban Projects
 
D'rLc'tor of Plannnin- and Follow:-Up
 
Seven Chairmen of HL.rkaz Executive Committees
 
Secretary, Giza NDP, and Assembly Mc.ber from Giza
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b.'Menoufla Governorate
 

Governor
 
Secretary General
 
Assistant Secretary Gener4l
 
Governorate Director of Finarce
 
Four Chairmen of Markaz Executive Committees
 

c. 	 Qena Governorate 

Governor
 
Chairman, Governorate Popular Council'
 
Secretary General
 
Dire-tnr of Development
 
Director of Finance (MOF)

Four staff of Finance Department working with Local Funds
 
Chairman of Markaz Executive, Luxor
 

d. Local Officials
 

128 Interviews 
 with Local Council offi:ials in seven
 
governorates.
 

e. 	 Orzvinary citizens 

250 Interviews with citizens of village units in seven
 
gc"-,orates
 

f. 	Ministry of Local Government
 

The SecreLary of Local Government
 
Director of Research and Traiping
 
nirntor-General of ORDEV
 

g. 	Miitstry of Planning
 

Regional Pi~nninL Officer, Cairo Region
 
Regional r:anning Officer, North Upper Epypt

Former Deputy inister for. Reglonal Planning 

h. 	 inistry of Investnent and 1ntnrnnrfonn1 Cooreration 

Director General, Dept. of Conpcrt:;rin with U.S.A 
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1. National Investment Bank
 

Chairman of Sector Committees
 
Secretary General of the Bank
 
Chief, Sector of Localities,. Public Services and Popular
 
Development
 

J. People's Absembly
 

Local Government Committee Chairman.
 

I. Appointments are pending with:
 

Ministry of Finance
 
IDP Committee on Local Government
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APPENDIX B
 

The Legal and Administration Context of Decentralization*.
 

Three key functions are involved in the legal context of decentralization:.
 

1) planning and budgeting, 2) revenue generation, and 3) administration. 

i Planning and Budgeting: 

The functions of planning and budgeting are closely related. The abil.ty to
 
execute plans depends to a'great extent upon the adequacy of budget resources 
available. In Egypt, the planning for BAB III capital investment is an annual
 
process. By law it Is mandated to take place all levels of
at government
 
together with the 'preparation of annual budgets necessary to execute the
 
plan. Over the past several years, a network of planning activities has been
 
established across different ministries, agencies and governorates. These
 
units compile data, and prepare draft plans in their specialized areas of
 
activity i.e., in industry, agriculture, education, transport, etc. It Js 
then the '.ole of the Ministry of Planning to integrate the different sectoral 
plans and. to produce an Integrated, balanced and comprehensive national plan. 
The planning process in Egypt is mandated by law No. ?0/1973 and by the, Laws 
of Loc.1 Government 43.'1979 and 50/1981. Figure 1, on the next page, outlines 
the process. At present, the Ministry of Planning, through the Natirnal 
InvcsL7nt Bank, controls thc allocation of investment funds to all 6 overnment 
activities. It gives direction to investment programs, and authorizes and/or 
helps to establish project prioriti.s at the local level.
 

a. The Annunl Capital Planning Processl /
 

Early in the Calendar year governors advise all the local units in the 
-overnoratc! about gennrral policy and natiorial priorities. ine govern-rs
provide local units with a broad outline of the National Investment Budget, as 
recommended by the Council of Ministers, that will be submitted to tne 
Parliament for LonsideraLion, amendment, and adoption.
 

Given the total national investment budget, the Minister of Planning prepaits 
a general uud. et breakdown. After discusslon with othLer Ministers he proposes
how much should be al].ocated to each ministry and to the headquarters of the 
covernoraLes -- subject to the approval of the Council c,: Ministers. 'In turn, 
each minicter, with thd assistance of the Minister of Planning tentatively 

I/See Darson, Brinckerhoff, Sabbour' S.A.E. Feb. 1981 Final Report, Basic 
Infrastructure for Provincial Cities, USAID Contract 263-60-K-027. 
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will (isntribute* a portion of IlS budget for inv.tmunt (B-IlU) to the 
govcrnorates. This tentntlve distribution discussed length
is at 
 with the
Council of Governors. The local government investment budget also will be

divided between the 'governorates taking into consideration high 
priority
 
programs.
 

In Ilarch/April of each year, the governors know approximately hLw much each is
 
likely to receive in Investment funds for governorates functions under their

direct coi.trol;. the ministers have.
a rather general idea of their budget and
 
how 'Much will be allocated to each .of the govrnorates and they reportedly

advise their governcrate directors of those amounts 
that can be used *as
 
guidelines in the prcparation of budget proposals.
 

At the same time, each of the local units of each governorate put together
their proposed investment budget. For each local unit (such as a city) this

is the responsibility of the planning officer 
for the headquarters funLLions
 
and of the local representatives of various
the Cairo ministries (who usually

work with and report t. a Director of that 
 function at the governorate

level.) 
 They prepare the list of proposed expenditures for their respective

sectors. At the city, markaz and village 
council level, capital budget

preparation usually is initiated by 
tile elected council and coordinated Ly the

administrative officers mentioned above 
so that ail -the needs for projects asperceived and expressed by the people can be properly recorded in theinvestment "plan". Although some priorities may be expressed, no attempt, is
made at making accurate costing of the requests. There is a lack of
appropriate expertise at-the local level of government. Also, any attempt at
local budgeting is perceived by the eleeted council as interference in *he

admintstrative branch. of the government. In other wards, this process of

listing all the proposed investments is a preroga.'ive of the elected Vn,,ncils

at the local level. 
 Elecr-d councils are ncither willing nor interested in
 
getting 
too deeply involved in a real budgeting exercise.
 

Requests for capital expendituces of the rtty are complied by 
the city

executive, council passed by 
 the elected councils, and sent to the
 
r.overnorate. 
 These are asrmhled by the chief planning officer who presents

them to the executive council. Since the 
council Includes all the diLectors

who have recelved their g'itlde].incs from Calro, it should be posnible to 
make
 
budget adJustments at this level 
to iore closr,ly conform with the amounts that
 
are likely to be approved 
in Cairo. However, seldom are any adjustments

cade. The prevailing attitude is that the "need.s of the people" should go all

the way to Cairo and be at least 
seen there ---even though the likelihood of
 
acceptance is remote.
 

43/1979, Planning
Under Law Regional Co; .iusJons are responsible for:
 
coordinating governorate plans and determining priorities proposed by the

Regional Fianning Agency; 
following up on the execution of the plans, and/or

rodifications to proposing
them; regional economic and social development

plans; and recruiting and training competent personnel.
 

The general framework for regional soclo-econom,,ic development in Egypt is laid 
out. in !ts rive Year Plan. The plan Is supported by yearly allocations of
fundIng.r, to governorates 
by sector, as well atto development ministries.
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Little has 
been done to date to im'plement a 
regional approach to economic
development. Moreover, the eight planning regions of 
the Ministry of Planning

compete with the six regions used by the flinistry of Development.
 

The Ministry of Finance, entruqted with the budgetary process, is 
one of the
most po'werful ministries in government. The Ministry plays a dominant role in
determining the structure, priorities 
and the amounts of he different
sections of the budget, particularly B II. Xost* importantly, it is involved

in "reducing" the amounts 
requested by varioun ministries and local units of
government for 
 central]y controlled fund, to 
 an amount consistent :Ith
estimated revenues for th3e entir country. Sea figure 2, on the next page,
which outlines the process. 

The Egyptian budgetary system 
 uses the the budget for control and

accountability in a traditional way racher 
than as a tool for project
evaluation, monitoring or 
resource, allocation. 
 In order to improve this
system, a National Investmen-
 Bank has been created. 
 The National Investment

Bank administers investment funds allocated to lo=Pl governmental units.
 

b. Approved Capital (Investment) Budgets
 

The approved capital budget items for the governorate can be divided into four
 
general categories:
 

1. The governorate receives 
a lump-sum amount for its headquarters

capital expenditures with some guidelines as 
to how it shriuld be
 
distributed 
among various functions.
 

2. 
 . The central minist.:ries with directorates at the governoraLe
level receive gross amounts foL capital expenditures for their
respective functions 
anI make 'allocations therefrom 
to the
 

•directorates within the governoratps.
 

3. 
 The other nistries ".nd indcpandent agencies receive gross
amounts for capital expenditures for their functions and
rubsequently make determinations of the amounts to be used firprojects to be carried out in the respective governorates.
 

4. The govornorates are provided with some 
 funds for various
 
-economic investments.
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For the headquarters, the nllocatior to the governorate by function (or
project categories) is distributed 
among r.irkaz and local units by the
 
governor and his executive and elected c6'ncils. 
 For the directorates in each
 governorate, allocations are generally made by ministries,
the in lump-sum

amounts, with distributions being'worked out 
largely by the executive council
 
and the elected council. For the economic, investment projects, the
allocations to each governorate are on 
a project (line item) basis; they

cannot be used for other than the specified projects.
 

Upon approval in Cairo of the. investment budget allocation made. in 
 the
 
governorate, the National Investment Bank directs 
the Central Bank to deposit

one quarter of thetotal amount approved 
for t.I_ year to the BAB-III account 
of the governorate. Thereafter all payments 
arz made by check on that'
 
account, signed by the finance officer of 
the governorate.
 

A quarterly report of expenditures Is sent by tie governorate to the National
Investment Bank and the funds for the next qu.rter will be released. At any

time prior to the end of the fiscal year funds that are. not likely to becommitted ma." be transferred to any other B-III Item with the authorization of
the Ministry of Finance and the National Investment Bank. amount
Any not

spent at the end of the year can be used in the next fibcal year upon projects
already initiated, subJect to the approval of the Ministry of Finance and the
National I.-vestment Bank. For the independent agencies and the ministries not

represented by direLorates, expenditures within the governorate are

deternined by them -- frequently after consultatior with Lise governor.
 

c. Interplay of fleadquarters and Directorate Futictions2!
 

It appears that so Jong as a function is at the directorate level of the
 
governorate, the director .of the function i 
protcct-d --ainst intrusion upon
approved appropriations. 
 In other words, the appropriation eventually must be

used solely for 
the function to which it relates or it laps;es. On the other

hand, appropriations made to the hc.adquarLers functions generally subjectare 

to allocation by the governor, the executive couincil and the elected council 
arong the local units. Therefore, It seer; that the shift, in 1980, ofhfgh:ys and Lransportation and of youL:, ;,ffairs from a headquarters
directorate catc.-,ory had the effect 

to a 
of further centralizing these functions 

away from governorate control. On the other hand, the shifting ofconsl(!crable and growing funds for new andhousing for certain elements of
potable water 
 supply from the 1.liitstry of Housing to a headquarters
clas.r. ficatLion at the governorate level could be considered a signalas to 
accelrate the process of ducentralization. 

In gcmnora, howuver, for public utflItles nuch its water waste water, onlyor 
expenditurcs for replacement or upgrading and e:tunsion of the networks arq
expecL.d to be included in the headqunrtero budget. 

2Y1"h1 d" 
t
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It was stated that the decision to include these projects in the headquarters
 
budget instead of having them handled entirely by the Ministry will depend
 
upon the judgment made in Cairo as to the ability (in terms of engineering and
 
rnagement expertise) of the local unit where Lhe project is to be implemented.
 

Concerning roads, only repairs and. upgrading of city streets would be
 
crdinarily included in the headquarters budget. Beyond the regularly budgeted
 
E.'%-III funds for roads within the governorate, e special fund is maintained
 
at the national level from proceeds of the 2 piaster/liter gasoline tax.
 
::orlcs from this fund are distributed among the governorates for the expressed
 
.purpose of building of new roads between villages and the nearest main road. 
ihe fund is managed in a general. senbe by the Ministry of Transportation -­
however, the transportation officlals of the governorate appear to.have a wide 
!aItitude in the dpplication of the funds within the. governorate. The 
Transport Authority is responsible for the m-in Cairo/Aswnn highway. 

rjectricity Is controlled by a regional organization that purchases power
 
wholesale from the national povernment at its substations. From these
 
substations, the regional electrical organization (economic organization)
 
distributes power to local units, provides maintenance and installation of
 
'ervlces and in some instances It makes arrangements with the local
 
governmental units to collect fees for electricity.
 

The other puhlic services within the governorate and/or local units, e.g. 
rtri:et clecar'ng and solid waste disposa., cquipwent and vehicles, social 
t.!tare, tiatnter-.-.:e of public buildings, fire protection and traffic -ontrol, 
-ire provided from a national pool which Is disributed among the governorates. 

EducationA.l funding particularly for B-I atid II Is beco,.;.ng more a function of
 

local government through centrally provided funds. Chapter III investment
 
e.:er.situr , . in education are pl.:-ned for and budgeted in the following manner:
 

- Governorates SCrOMIt the plans of requircd .'ildlngs (each governorate 
thre'igh Its planning unit); 

- iegotiat inns t.ke place between the plranoi.a, unit. and the General 
Administration for Plantitng; and Voll..-'-up until agreement is reached on 
an appr:oprtate plan: 

- The General Ad,:I.ni:tratlen for Planning and Follow-up submits the 
conbIr.-d plan for aill governorates to the ?Inistry of - Planning for 
approv.iA. Ncgo iation:; nre ccnducted V1i0ii1n t.I fundin4; limits set by 
the Xinistt ' of Finance. It is som.etifvw possible to increase the 
funding lii.tits but not by more than L... 2 million. 

q.1
 

http:approv.iA
http:beco,.;.ng


- After negotiating the budget and setting a:. figure (20 million, for
example, .instead of 
the figure submitted 
by the General Administration
 
40 million, for example), the Coneral Adminintration for Planning and

Follow-up allocates funds 
among governorates and sends 
the final plan

to the Ministry of Planning which sends the plan on 
to the Ministry of
 
Finance.
 

- The National Investment Bank receives the allocation for funding from

the treasury and allocates funds to the governorates by quarters

according to dictates of the plan, and based upon 
implementation
 
schedules-.
 

2. Revenue Generation:2
 

Resources at 
the local unit, of government are not suf.icient to 
meet local

needs. In order to. bridgqe srme of this gap, central government's grants and
subsidies.are used. With lim.1ted power to generate needed 
func3 a,- the lo4.al

level a severe dependency relationship, has been develeoped between local and
central government entities. Nevertheless, over a 
period a several years
through a numbe of decentralization 
laws, a certain amount -f revenue
generation capacity 
has been built into 
local units of government at the

Sovernorate, district, town and village level.
 

This section traces through t.hese laws.
 

A. Governornte Level- Joint Revenues
 

Law 124/19.60
 

Joint-reve-ues for the governorate are obtained through nn add-on 
 tax placedan all import and export taxes on moveable properties (stocks, bonds, sharesetc.), and on taxes relating to Ir..istrial and conmier:1al protits. Half of
the yield of taxes goes Into budgets where the ta:en tire levied I.e., toCairo, Alexandira, Port Sard, Suez and As;w.'an govurtinrates. The other half goes directly Into a joinc fund in the, Secretariat of Local Government account 
to allocate for special dcvelopment projects In all governorat:s.
 

La: 57/1971 (As In prevf ow, law.) 

Law 52/1975
 

Provides for entablish.gnt of !;pec:il. aceontnts "Jocal srvices and development
1.1d" at the lnc..[L council ,ovel 1. Funolt; in tits e;coiilr do not devolve to the ..'ntral Go",rnr'nt: if thoy :irv n-t -:pc.t at th ,'nd of the ft scal yoar. The 

sources; of rt m:ien' for th .. Iccint alv: 

I. Special iocal dutlies for the porpo;e of tl,?; acco,,'t. 

2. Profits that may ccme from the development projects financed by 
this "special fund". 

3) This section bane,! up n I'PCO, 1982-a) NJPS, "Egypt: 11ban Growth and 
Urban Data .'vport," .Xati[0::l Urban lInninl st.,ely , pages 479-432. 

http:124/19.60
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3. Donationi, contributions and support from local, national and
 
international sources.
 

4. 50% of the increase in the 'gross yield of the local revenues
 
over local revenues estimated in the annual budget.
 

Law 43/1979
 

This law provides for the establishment of .two additional special accounts.
 
1. Special revenue from cultivated or reclaimed land sale. The gross
 

yicld of this revenue will be allocated to the purposb of land
 
reclamatipn within the governorate.
 

2. Special account to finance economic housing projects within #he
 
governorate. Te revenues of this special account 
come from eight
 
sources:
 

-- Revenues from the open land reserved for buildng--if..this land is 
sold;
 

-- Revenues from housing bonds; 

Revenues generated from exceptions on height restrictions stipulated
in the law regulating cons1ructon and building works; 

-- The a:..ounts allocated b, the ceoitral budget for economic housing
projects in the governorate In the agreements concluded by the state; 

-- loans; 

-- G1rants, donations, gifts and bequests; 

-- Rlevenues from the investment of thiu account m.oney;
 

-- eventies from the fines specified in paragraph 1, Article 21 of Law
 
106/76.
 

Rc.aoitrces of both accounts :JpccttfL'd above arc con!;1dcred to be governorate
local resourceo. The surplLses at the cd nf the year are transfured 'to the
•:%t year. The rues and procIures governlng the une of hoth thesc accounts 
;3,: clatrnIncd by the Bo.ar'd of Covernur-. 

T:Is Board i1.t) detertnfi;is, a'tL"L eomn:;ul tat Iou with the alii.ster in Chai1ge of
[:': :rance, .1! p roport ion ro:l IrEu(I I:o Ic Mfianced by the Insurainco cninpanles 
th'ouj,,h the purchasae or hou:Ingl,bonds. 

Lno .50/19f81- |co,'nilc hlouni.ng Fnd 

. hia previciis latw. Htowe ver, this law, ndded sevral new sources for special
iccoa-nt to fin:tnre econoiilc Ihou;i g projects: 

http:hlouni.ng
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1. Receipts from the tax imposed on vacant land by Law No. 34 of 1978;
 
2. Receipts 
from rents and payment of installments of Governorate-owned
 

houses;
 

3. Rents and installments paid for replacement houses built in the three

cities of the Canal Zone.
 

The rules and procedures governing the use of both of these accounts are setby a decision of the Prime Hinister. The Prime Minister,zhe Minister of Ecopomy, will' set 
after agreement of

the proportidnal percentage 'of housing bonds
that must be purchased by the insurance -ompanies.
 

B. ('overnrate Level 
- Local Revenues
 

Law 124/1960 states that: 
 1) one-quarter of the land tax and the add-on taxshall go to the governorate -- The other three quarters go the andto Zownsvillages; 2) the governorate loca.. revenues shall also consist of:
 

1. 
 Taxes and duties on 
moter cars, carts, motorbikes and bicycles
and other means of transport licensed .,y the governorate;
 

2. 
 Other taxes and duties Imposed by the povernorat..;
 

.3. Rr.eipts from allocations of the funds 
 in~ested by the
governorate and revenuesall from utilities controlled by the 
governorate; and
 

* 4. Government grants in-aid.
 

B. District Leve1- Local Revenues
 

Law 52/1975 states 
that the dfstricts shall have sources of revenue as follows: 
1. Sources assigned by the governorate council;
 

2. Receipts from Investments of the district 
resources and
utilities under t,, d.rection of the district; 
all­

3. Government grants-I n--a 1(l. 

4. Don.ations, jgiftn and citrtlmtions. 

5. Lnans contracted by the district council. 

D. Town Level- Local R:venniese 

Law 124/1960 provides towns with noiirces of revenues sits fbllows: 

1. TaXes on butldIng 1o,&ited wfthin the jurlsdiction of the town; 

2. Tn:.:es on ent:urtanv:,it [irpoeI withifn the jurithdiction of the 
town; 



--

tax ani add-on land 	tax collected within its 
3. 	 75Z of the land 


area of jurisdlction;
 

4. 	 Sources of revenues from, ovornorate Council to Town Council;
 

authorized to levy a "special assessment" 
- a 
5. 	 The towns are 
 from a
 on
compulsory contribution -- buildings which benefited 

project of public utility. This 	levy is determined by the law.
 

Duties 	imposed by the town council to incltde.
6. 

health
 or death records and bther 

-extracts ' from birth 


regulations;
 

--licenses for quarries, mines and hunting;
 

sewerage, road. occupancy 	and
 
--regulations of building works, 


public parks;
 

--vublic establishments, clubs and industrial 
and trading firms;
 

--cattle slaughtered;
 

--Markets administered by the private sector;
 

the
 
Water, electricity and gas consumption (not beyond lO%,of 

of consu ption) when these pub]4'c utilities are not 
valde 

operated by the. town;
 

--Exploiting sea beaches and river banks;
 

-- Rent paid by the occuponts of buildings (4% maximum of the 

rent). 

by t~hn 	 town or services it provides,
7. 	 Public utilities operated 


to' be paid by consumers or beneficiaries.
 

property wheLb,'r in. 	 buildings or open land 
8. 	 Rent of state 

a town.
 
reser;.ed for buildings 	within jurisdiction 

of 


town funds, public
9. 	 Net revenues of Lh1 inve;;Lnt of Lh-


Lr'in .nd puhl t. markot.

utilities opurated by 	 the 

contributl.ons.10. 	 CovLrn.-!ntr1l grants and voliintary 

changes and/or modiUIrcd:tI1n to Local ravenue
.It should be noted that the only 

nomne from Law 50/1981 t.iich adds duties from 
at the 	 town level havegeneration and public gardens.

to those for sewerage works, roads 
town planning activities 

http:reser;.ed
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E. Village Level- Local Revenues 

Under Law 124/1960 village revenues are provided as follows:
 

1, 	 75% of the land 
tax and the add-on 
tax for all lands within the
 
Jurisdiction of the village council area;
 

2. 	 Taxes and duties of a. local character imposed, by the village 
council; 

3. 
 The other finaacial resources.
 

In ,.-dition to the above, other plans have provided revenues for local units
 
of government:
 

1) Cleanliness Fund 
 In 1968 a Law was issued stipulating a tax
 
on occupants of building (2% on 
rent) to be
 
plit in a special Fund for cleanliness. 

2) Gasoline Fund In 1967, the price of gasoline was raised. 
This incredte was allocated for road 
pdvement and maintenance in the various
 
governorates*
 

3. Adtr.inistration and Training
 

Admninstrative Decentralization may be 	defined as a processby which authorityand respunsibility for the delivery of basic human 	 services, I.e., housing,education, roads, 
 health, water/sewer, 
social services; etc., have been
removed from central ministries tn departments in the governorates, districtsand vinages. Our finding's tndlcate that thefor greater majority of ser'vicesthis has occurred. Over 
 severa.the past years, through a serics of
decentralization laws ind rulings, administrative decentralIzation has spreadto the provision of housing, education, health, roads and social 	 services.The only major exception is the "-ovislonof 
water and sewer 
services at the
city, 	 markaz and provincial .ity thelevel, authority whIch appears to befirmly 	held by central authorities and agencies.
 

VousinR is now a function of local government. Each governorate has directresponsi-bility for providing hoti:ing services. LaIw 43/1979 etablishod aspccial account to finance econoic hoLsln,, projects within the govCrnorates.A;vd decision making regarding this function is primacily local (n character.cctral governmeut fInkutry Hlousing',e 	 of ei:,".loyues at the local, level arerespons[ble to the governor who has pow !r over hiring and firing.although the Ministry is charged with 	
And 

e:ntah[:hLng national housing plans,programs and criter a, the design, construction and matntenance of housing inthe governorates is becoming more a function and responibility of local 
government. 
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F.,IctntIon, like housing, 
 is Increasingly becoming a 
function of local
g-overnment. 
 The local councils make the decisions concerning the location of
schools. They also have 
 jurisdiction over administrative functions of
education. 
 They advise. on educational policies, 
and manage educational
services. The national 
budget allocates amounts to 
 support educational
activities* in the governorates through three B -- B I for salaries ofteachers, B II for current expenses and Chapter III for investments.
 

The current expenditures for education, local 
versus central government BAB I
and BAB II accounts, indicate that local government was expending seven times
as 
much funds in these accoun.s in 1976 as was 
the central government. In the
1982/83 period, local government was spending almost 21 times 
as muc', funds as
 was t . central government for the BAB I and II accounts.
 

uther service activities such as trAnsportation and 
health are split between
local and central authorities. The main inter-governorate roads for planning,
execution 
-nd maintenance 
are under the jurisdiction of the Ministry of
Transportation. Other 
rono!s 
may be planned and executed ccaatrally but are
maintained locally. 
 On the other ha:.u, roads of a 
strictly local character
are generally fully under local 
supervision and control. 
 Health Services for
;AB I and 
II, have shown a tremendous gain locally. 
 In 1976 local hemith
expenditures were 4.2 times those v; central expendituresi 1982/83
In this

Eig.,re jumped to 8.6 times.
 

For -ll local services, inciLuding social 
af~airs, supply, agriculture, labor
and those c'ited above, local 
government expendi.tures 
for BAB I and II "havdgained over central expenditures during 
the past 6-7 years. In 1976 local
zovernmenL expenditures were three times those of the cuntral government. In

.1932/83 they were 
four times those of the central government.
 
Local governnent Investments for B-AB 
III e,<penses grew 4 1/2 times as rapidly
as 
those of the central governm.ent during the 1976 
- 1982/83 period.
 

Water and Wlasterwater activities appear to the
be least decentralized of all
survl..es exar ned. With the e'xcaopiion of the provision of these services at
the village level, 
 local gover'nment has responsibillLty for only the O&0 of
e:.stlng systems. The ".-ItLonal Or:anizatlon 
 for Potahle Water and Sanitary.Drainage ,Nf '..ASD, under the dirction of the Mtnster of r. Development is-: oastbl for all water and w:-itewater Iiientment activitlos t~hroughout thec.I2rtry -(.;cept for those actlvIti.s in Cairo and AI'.:.ndrla. In the Canalrl'tfes .OP'.ASD Is rerponsible for C:I)! tal invv.stme:it in wa'Levater. Thtus,
',,ter/vast(!w-te.r servico remain priniarly In Lhe h;nds of central nuthorities• in :he ca:..w.i tc.'/!evwr thorll.les; wh, areef ;',i only parially :ccu,;tahle
t, local authorltles. 

The. source of C0'erating an-! ;aincen:nce, O&,M ftinds for Cairo and Alexandria IsU'rough the "Ministry of Finance. In Canalthe Cities, the Suez Canal,'.iLthority, SCA, is rc!:ponsiIlo O&Mfor for water, and the governorate is 
..., ,nible forC~t I n wastew.tr ies(:O&M t ivit ies. In so-ucre ,and all other ac th,the,_ witth the area In of CanalI country, oxception the Cairo 

AC:'le:xadria, Covrro,:ate hlIn,vti must OMi-Upport actLIviL.es for both water
d sewer. 

http:actLIviL.es
http:wastew.tr
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One major difficulty 
with the very limited role of the governorate in
water/wastewater activities 
is poor coordination between central authorities
 
and local government, particulnrly in the arca of investment planning. In the
Canal Cities for example, governorates have 
little advanced knowledge of what
 
investments the SCA will be making in 
water or what investments NOPW6ASD will

be making in water. In Ismalia, it was pointed out that several-large scale

industrial and housing estates without or
are water sewer facilities due to
 
lack of coordination between central and local authorities.
 

Investment and resources for and
water wastewater facilities through the
 
central budget seldom
are sufficient 
 to meet loca.L needs. In some
 
governorat-s, local committees have raised 
locai funds to develop urgent
 
wastewater projects.
 

Some experimentation is presently under way regarding full governeiate control
 
over water and water supply. The Behelra governorate, with the assistance of
IBRD funding, has set up a cirnpnny
water that mn3t recently also assumed
 
respznsibility for wastewater as well. 
 The idea Is to bo-come a self-financing
entity for O&,N ini the long run. Although the company is autnorized to
determine the economic price for selling water, and has 
the .Ower to ra ke rate

changes, apparently w.'hout approval of 
the Prime .finfster and parliament, no
 
rate changes have been made to date. 
 It appears that the 
company believes a

"national mandate" for an increrse in the water tariff rate needed before
is 

they chL:-ge more.
 

The decentralization laws have 
been an important ingrediett in administrative
 
decentralization.' 
A summary of t.e most significant decrees, and rulings

pertaining to 
administrative decentralization functions follows:
 

A. Ministerial Committee of Local Administratloni.
 

Law 124/1960 established a MInistrIal 
Committee from relevant ministers 
to
 
irplemenL this deceittrali".ation law.
 

Law. 57/1971 established that the Ministerial Comwitttee 
of l.al government

,:!Ach is headed by the prime minister and minister c.o ;cerned with local 
government.
 

L.: 43/1979 replaced the Mintsterfal Committee by a Board of Governors 
 headed 
,,.'the Prme linlster and composed of the 1.1init.sern concerned with local 

govern:e:nt and the governors. 

.!11..e1 bclow o,,tlines the ruIt tons of local aitr.heortles for 21 activities.)
 

1r)l ld, pa.-,;es 47
 



TABLE B-i 
FUNCTIONS OF.LOCAL AUTHORITIES IN EGYPT* 

._Local Units 

Func t ions Gover­
norate District Town Hay Village 

Education:
 
Technical and teacher schools x
+ -

Secondasry (all) 
 +- -'x + x x
 
Preparatory and primary 
 + - - + ­x x x 

Health:
 
Public and specialized clinics + - x
 
Nursing schools 
 -x
 
Units of h..alth education + - x
 
Regional stores 
 + - x
 
Public Health laoratories - x
 
Central blpitals - x +x -x
 
Eiergency units 
 - x - x x x 
School health unit x" x
 
Fa. il: :-ntrol -x 
 -x x x -
Health control x -x- x
 
IleI h offices + 
 x
 
Motherho.d & childhood 
 x - x + x - x 
lea]th -tits + x 

Housing, Physical Cleaning Est.." lishments:
 
Investigation and planning A
 
Icpleentation 
 +-
 -x + -x -x. .+ -x
 

Social Affairs:
 
Establishment and administration -x
 
Iaplementation of governorate plan 
 - x - x - x - x
Irpl.,ncntation of ministerial plan x - - £+ x + - x +-

Supplies and Internal Commerce
 
Committees of price control 
 + - x
 
D)irectives fo" foodattsff d~stribut.on - x
 
Su:,-r vsion and control of foodstuff
 

df",tribution 
 + - x 
r.,zcotof coLc'ircial chmnbers x
 
ib.rtrutiou of oodstus 
 -x - X
eghts and measures - - : - x - x 

+ ."::c7s loA:al unit re.s:pon.:; Lbe o r l'tieL [on durI. "D50-75' 
- Indl[cates local unit rtespon l[ble for fiaictloti durilng [975-79 
x indicates locol utnit responsthte for Iftunction dtring 1979 to presunt. 

5 
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TABLE B-i (Continued) 
Cover­
nornte District Town flay Village 

Agriculture: 
Itplementation of public plan and 
crops policy -x -x + -x + -x 

Land Reclamation: 
Policy of land distribution 
Providing requirements of reclamation 
New combounities 
Agricultural collectives 

x 
x 
X 
X 

Irrigation: 
Implemeit:.tion of the ministerial policy - x -

Manpower & Training: 
Planning A development 
Care of manpower 

+ 
+-x 

-x 
- x 

-x 
+-

-x 
x -x 

x 
x 

CultLre & Information: 
Libraries, museums, movies ann cheaters 
Clus, associations and poputar culture 
Art gallieris and shows 
Contril of information offices 

+- x 
+ -x 
+ - x 
+- x 

x x x x 

" 

Youth: 
Preparation of executive plans and 
programs 

Carrying out youth centers 
Control of existing agencies 
Finance by self-reliance 

X 
+­
- x 
x 

-

x 
x + -

+ x 
x -

x 
x + ­

x 
x 

Touri sm: 
Determination of tourist areas 
License 
Pronotion of internal tourism 

x 
X 
- x -x -x -x -x 

C',m:iuntcat Iois: -X - " 

TI'aniispor Lat ionl: - - - --

Electricity: 
Approval of electrifIca:ion pnis 
Estahltsh:ment and rep;iratlon of 

net':orks 
Control of consumption 

- x -

x 
A 

x -

x 
x 

x -

x 
x 

x -

x, 
x 

x 
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TABLE B-I (Continued) 

Cover­
norate District Town y Village 

Industry: 
- x 

Economic Affairs: 

Cooperation: 

+-x 

+-x 

x 

-x 

x 

+-x 

x 

-x. 

x 

+-x 

Building & Development of village: - x x x 

Security: + x 

Ai-Azhar: 
x 

Awkaf: 
-x -x -x -x -x 

.- ...---­

. •­

'.:~:Co:mpitu~d by Dr. S:.n:.'i. (hn'hiIrroI! Ex'eur: rvk P.1Ittoi in, rr Laws No.124/1960, No. 52/975, a1ndl no. 4:3/1979. Tlu u (u uo ex,.cug~ve
ru:,,ta tfon; for Liw ,o. 50 n'I Q011, a1n it- In an .lmenhil or.n 1,1W.'To. 43* It. 18 Includehd fi1 (1n.1i1w, l982at, Volumck [I. 



La: 59/1.981 states:
 

1. The Board of Governors In replaced by a Higher Council for Local
 
Government, chaired by the Prime Minister, and composed of the Ministers 
concerned with local government, all governors and the chairmen of all 
Governorate Local Popular Councils. The Chairman may invite other ministers 
or persons to attend the meetings.
 

2. The digher Council shall discuss all matters related to the local 
governm:ent, including its strengthening and development and the recommendation 
nf ].-s, rules and regulations regarding local government. Most of the 
previous powers of the Board of Governors cegarding approval of settin.,g
boundaries of industrial zones and approval of local laws for establishing 
prod-Ji'tive or investment projects have been to the Governorate
given Local
 
Popular Councils.
 

B. Ministry of Local Government
 

Law 124/1960 creates for the first 
time the post of Minister of Local
 
Government. As a result, the Ministry of Municipal and 
Rural Affairs was
 
replaced by a Ministry of fouising and Pulhlc Utilities, and all the functions
 
concerning the supepvlsion of the activities of municipal and rural councils
 
were transferred to newly established ministry. The Ministry of Interior
 
handed over affairs of provinces to new ministry.
 

(Jn 1973 a Presidential Decree -as issued establishing the Organizati-n of
 
Rcconstructlon and Developmcnt of the Egyptian Village 
(ORDEV) to work on
 
rural development.)
 

Ln.' /43/J979 stlpulates" for the first time form.ill; the creation 'of a 
Secr-t rlat. General of Local Government to work tinder the supervision of the 
ifnIstcr In charge of Local GovernmenL and to be considered the instrument of 
th, iloard of Governors. 

C. Tr~onn n-5 

1. Instittute of Local Admintstatton - It should be noted that in 
1965, the Minister of State for Local Administration established an Inst-tute 
of Local 'dminl.trat'on to train the local personnel as well as the elected 
nc.! ,-'rs of the local councils. 

In 196;, thle:e %:nis a tendenry to amnaIl:nnate all the institutions 
in tl:c field of r(.v'elo;:n:nt mriana omeinl. The Intitute of Public 

.! .trat 1on, t 11e InVA i Lute of Local Administration and the rational 
livotititie for .ci:tive D'],,'1 opment we:re amnla:,;ied into one institute under 
the :).:m, of the :aLtonaiu ]n.:Litutc of M;inagement Duvelop;:ent (fIID). Within 
thi~ .:it:ional Inntitute wan a renter for local administratinn. 

In Ilarch 1981 the Snadat Academy of Admi;nt:rat No Sciences was 
r'sL.'; 1:shed to t.rko over tl,, functionn of the N:it Iial Instit.ute of Management 

5. ]i~-d, p, . .4'.: 
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APPENDIX C 

T!E POLITICAL CONTEXT OF DECENTRALIZATION: 

Decentralization involves the extent and quality of local participation inplanning, project development, budgeting and follow-up in 
the provision of

basic human services in the governorates, marakez, and villages. 
 Our findings
indicate that the extent of political decentralization varies from activity toactivity, and from one level of local government to another. It is probably
stronger and core fully exercised for smaller projects at the village level,
particularly under the 
BVS activities. It is less 
devetoped and less well
exercised 7or larger activities at the markaz, district and governora-te level. 

The role of the governor In local decision making has been greatl* enhanced by

elevating the positibn to full ministerial rank. 
 This can be interpreted as a

clear signal that 
the GOE does desire administrative decentralization to the
 
go.vernorates.
 

The earlier creation of local councils also gives credance to the Vellef that
the GOE desires local participation in decisions. 
 Moreover, placing the

operation and .perso...el of 
 some key service functions, i.e., housing,
education and health, within the Governorate leads further towaLdQ 
the process

of decentralization. An ex.mination of the laws, acts and 
decrees related to
decentraiization shows almostan steady progression towa., administrative
decentralization. 
 However, the effectiveness of the governors in carryinv out
their mandates, as well as that of the chiefs of city -ounciis and village

councils, is hampered by the high turnover in these positions. Compared toelected officials who have a set time -n office, appointed officials, i.e. the overnor, serve at the p].easure of the President and are subject to
replacement at any time. Nevertheless, despite these . hrndicaps, the
 
assessment team found 
 a strong commitment to decentralization on the part of 
the governor in all governorates visited.
 

Concerning priority 
setting for investments 
under B-Ill, Regional planning

offices, as provide 
through 1a, 43/1979, are to assist 1-cal units ofgovernment, chiefly executive councils, in developing local investment budgets
across all sectors. Ho-wcver, in practice this does not 'appoar to be taking>.oid. Priorities that have been set l.cally are not effectively transmitted

central authorities v*a the rc. tonal off tct,;. Thiis often results In great ... on at th2 local level and the changing of the local priorities by tile 
,:. n.Stry of Pia' n1. 

. 2 -:hare :f -. .:.C ini iki.n , .is poi.itud uut earl ier, lies with thepeople's cou-icil. (Li'C). 'he effectlvress of this council depends upon
:_a ;-:ality of peoo2l0 elected to scrve, their motivation, and the access that:hey have to nse:ed expertise in various areas of local concern. In addition,
the exetent to which LPC ricmhers are responsive to local needs and trulyropr.sent ]ocal decisinn mnking are im:portant Indicators to ji{.)e the extent c poi: ical d,:centra 1 fza t ion isvhch hnppening In local governnient.

h.. mrany "PC meaber.- pp,.ir to be ictLively In'.'olv,!,I in local issues, 

' ,..4",,.... . . , . ' ,,,. Sk 

.l 
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ap.ro-uImately one half believed that "thelr nctivils did not contribute in 
ny r 1 i11 f Icant way ta local ovrr, it ited.i. J'h,'vo .ssLs arc ,more fully 

discussed below. 

A. The Role of the Governor: The personality of the governor is no doubt 
a very important aspect of his effectiveness in discharging of his duties 
under decentralization laws and even more importantly how he sees his role. 
In a series of articles, that appeared in Al Ahram (October, Noveaber, 1982), 
concerning decentralization, many of these issues w:ere raised. Abdel Fatah 
Ei-Daly, a 'Member of Parliament and Chairman of the Local Government Committee 
of the People's Assembly is quoted as saying " . ' • we do not have local 
govern.ent as such for, although the governor is by local government law the 
representative of the president yet Jecisions are still made by central 
ministries." This view was challenged by General Hohamm=d El-Hinyawy, 
ex-goveinor .And member of the Shoura Council who felt that "...local 
governmee:t is working gradually and would reach all its aims by the year 
2000." Dr. Ibrahim Omar commenting in the debates en decentralization and the 
role of governors in the process believes that "...being able to arry out 
their own decisions is what is mednt by giving localities a free hand". 

Dr. Omar went on to state that "in a more recent law of local
 
government there are some legislative acts w.Ach are considered me.re
 
restrictive than those described by Law 43/1979." Dr. Omar was referring to
 
the new requirement in the Law 51/1981 mandating the consent of the people's
 
assembly to impose any additional iocal taxes. In Lhis regard, Dr. Omar
 
argued that it .hould be possible to allow some governorates tu impose certain
 
charges for a limited period of time i.e. on automobiles for road improvement,
 
on arents for educational service improvements, etc.
 

It was further polnt'd out in the decentralization debates that some 
gover-.,'s do not exercise the full authority given to them under the law, 
causlng local development plans to suffer. The d0.'baters sugestbd that part 
of rhe reason for the lack of decisiveness on the part of local government 
leaders was due to their fcelin, at Jnsecurity. T-e debaters stated that 
governors, chiefs of city councils, chiefs of village councils among others, 
seldc.., stay in po'ver more ttln two years and in some instances a few remain in 
orfice for a year or even less. 

During a series cf intervlews held with governors, secretary generals 
ard :heir staffs .. 3v/Dec 82 in three governoratcs, .lnofi:,a, Quena,.and Giza, 
:.- Assessment cam obz-r,.'oJ tocal government at :rk, The To.i t,'s told on 
Se.'--al occasons tat .-rej0ct prioricir, set for B ILI n'tLivlties at the 
!oa'J.!;o'.ernorate level ",_,e "ar~lttrarily" chan-;vd 11'the l:tnistry of Planatng. 

Several governors also e:.:pressed their concern ilth their inability to 
raise ne' revenue at the local level through the levering of fees. Approvals 
w;hich previously zere the responsibility of the Board of Governors now have to 
be referred to the Prime M!inisters' Office. 
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Nevertheles.,, the asscesinent tea. concluded that governors are
 
seriously cozitted in making the system work, even getting around the system 
or 
 bending it in order to deliver needed goods and services to their
 
governorates. 
 However, as lofig as governors are appointed by the president,
rather than through local elections, their relationship to local needs Is

necessarily tempered by national interests and politics.
 

B. Executive and Local Council: the AL-,.hra debates on decentralization 
also covered the quality of local staffs. 'Ie .echzters unnnimously agreed
that the quality of local staff needs to be raised. In particular, core care 
4s needed in selecting local government heads at all levels of governn:ent, and 
that performance evaluation should be put on a quarterly oas!s. It was 
pointed out that one of the reasons for the shortage of resourc,,; at the local 
level is that central organizations obtain the best techaicians, leaving local 
units -,ith poorer quality personnel. Seventy percent of the workers in local 
gover.t.t- are o17 of middle level education or less. A better distribution
 
of technicians to thz governorates, especially In the planning field, to work
 
on regional planning activities also was suggested by the debaters.
 

The Local People's Councils, (LPC), exercise a number of powers over 
executive agencies. The LPC can request information, 2nd har the right of 
quest' -,ng and/or interrogation of all executive heads, includirg the 
governor. Altho(ugh the questioning and Interrogation right, as pointed out 
ea-1 4 er, has b. en somewhat reduced bv the law 43/1979, LCs nevertheless can 
and do play a significant role In the lncal decislon-making process. 

'.
The major thrurnt of the studies attempts to gain perspective on the

workings of lacal government through the atCiLudes -f those interviewed. In 
particular surveys were concerred !-Eth citizcns' 
 evaluation of local
 
govern.-ent structures, perso,,nel, activities and the Ablity of citizens to 
particpa'e in the system. Thiey also a.sked of re.pondents what ,eforins they
believe are needed. From the pCrspectivC of the cOMcil : 'nbers, the study 
attempts to galn Insight into the workings of the? council, types of Issues 
addressed, the appropriateness of powers vested In the council, and efficiency
and effectiveness of council members In carrying out their jobs. 

Surveys of 128 councillors and 250 constitutents from local units -in 
governorates were conducted by Dr. Sayed Gham-.m, early in 1982. 
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The results indicate 
 that only 1/3 of the respondents become
ca-didates 
for local 
elections on their own initiatives. Vthereas 2/3 weree.couraged by family and friends. 
 And 50% claimed they won the elections for
a seat on the LPC through the of
support friends and family. In terms of
-articipation 
in council matters, fully 2/3 of the respondents claimed 
that
they discussed topics often. 
 Forty percent claimed they sometimes submitted
proposals 
 for LPC selection and forty-five percent claimed 
 they often


sub=itted proposals.
 

One of the most revealing results of

50, of 

the results is that approximately
the councillors believe their
that activities 
on the LPC did not
contribute in a significant way to local governz.ent needs. And 20% 
of the
councillors believed 
that there were no urgent probles to be dealt with
locally. In addition 41% 
of the respondents believed the
.'hst powers vested
in the LPC were less than. appropriate and an equal numher, 41%, 
believed that
the powers vested in the I.PC were 
greater than appropriat.. The major
impediments that the :es-ondents 
believed prevented the LPC's 
from working
core effectively were shortage of 
 budget, absense of members
LPC Zrom
ceetings, and co..flicts between members, (sne Appendix 
.. for selected results
of these surveys).
 

C. Central Ministries and Authorities: the problems 
and major issues
involved in the decentralization process in Egypt 
as seen at the local level
center Pround three major activities: (1) lack of coordination of planniig and
budgeting 
between central and local authorities, (2) Insufficient funding,
particularly for III
BAB projects; mnd (3) urqualified locI Staffs.
adr-inistrative 
and financiol structures in whic" 
The
 

locql units of government
operate plce s-vere limitacions on local abilitics meet
to present
deands a.nd future needs. Underst-andably, many of 
these issues lie outside of
the purview of local units 
 to adequately resolve. Several 
 solutions
necessarily rest 
with higher level, of decision-.akinn 
at *the regional and

cinisterial level.
 

The Supreme Coutcil of Local Covernment Is withentr,.ted discussionc. all matters relating to the strengthentite n iid further de"_lopment of laws,rJl.s and requl.tion re,ard!ng local Igovernmvnt under Law 50,'1981. However,
Vihe Council nembers have fewer potential powers review draft plans,
for cf::.ets, proposed taxes and other factors than the Board of Governors had:'ier La, of 43/1979. ,"orcover, the Impotenc, of this Council is evilenced by.t"e 'act that 
 It has yet to hold Its firt- r...etlng. At the center of.' - in C.airo, ozhtorent princlpal inrtltu i :t'e: -. ofth,:- -trfes Local 

"-;nti,'n (:1IC), /. orC li-.'st'02 nal merit i;.,-:.:( .), t!ie C : 'ra1.Zcncy for.-.,.it aon;nd ,.d-'ni tration (C,\O,\), and the Loc.l ,overn.ent.Co~z' tteu of 
Pe,)ple's ,:T.srembly. 

The !!:,.tltry of LocalGnvernment is responsible for coordinating the• !-"enentation of the Incal 
governnent laws; prenot ng villa3e development 
r, K'; coordinating local nctivtle!:;; and ndinister~ng some local.'o'.'erinvnt fInancial resotirces, sutch 
 as tho Jr,int-rcvenue fund and the ....
". .
-
 s:ut .,-ratorla:t ofuet:.%:. The Lc,a I ,o:',.,! I:;, at prcosenat, the main,..'-.!Unator of activItfi; with U1.ALD and chalr:; t'w S('.c,.r S'e!r'ng CnnfitteC.
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The cIlinistry of Planning is charged with integrating the various
 
sectoral plans and producing a comprehensive national plan. It is also
 
involved in reviewing the annual governorate plans and in setting budge'ts and 
priorities. The Ministry of Planning plays a dominant role in determining the 
structure, priorities, and amounts of centrally controlled investment funding 
to be allocated to local units of government. One governor interviewed 
believed that local levels have little chance for effective participation in 
any significant decisiott making on plans and projects affecting them. The 
governor wanted a Ministry of Planning official from the regional office to 
spend at least one day per week in his office, with his staff reviewing 
governorate plans and priorities. The governor --n advocate priorities for 
BABs II and III but only to a li- 4 ted extent, he felt" .... a prisoner under 
three distinct BABs with no ability to move funds from one BAB to another." 
The Ministry of Finance .as pointed out earlier is involved in setting the 
level of -the BAB II budget, and the Central Agency for Org2n~zation and 
Administration sets BAB I "udgets. 

The Minidtry of Development has been restructured to iclude the
 
former Ministry of Development and New Communities with the Ministry of Land
 
Reclamation and Ministry of Housing. This Ministry has a highly intluential 
role in setting national priorities in the housing, nr': communities,
 
infrastructure and land development fields.
 

Two agencies operate the civil service system in F.3ypt: 1) the Central
 
Agency for Ocganization and Administr.tion which deals with "..S, application
 
of the civil service Jaw -- training., job clas.'fic.ation, organlzntion and 
nethods; and 2) the I.!inistry of :'anpower and Training, concernud with 
recruiting and placement of all college graduates and returning servicemen 
inco public service and vocational training in a wide vairiety of areas. The 
division of activities between thes: two agencies hs iihevitably given rise to 
questions of overlapping functions. The promise of government employment for 
all graduates of Egyptian universities has bloated the national civil service 
system. It is now having serious over supply consequences at the govenorate 
level., since the COE intent i- to place new graduates in their "home
 
governorate."
 

This problem was pointed out to the evaluation team as a major concern 
In several governorat-s. Excessive over-staffing uIth poorly 4ualified 
personnel by the Ministry of tNanpower and Training and the local Innbilty to 
rceeive the required nuMLer of technically Lrrilned per.s-onnel was pointed out 
fl* La.jor probilem. 

There are many serious problems involved in the Egyptian civil service 
s'stem. Ecessi, changes and amendments over the past few years have 
contributed to confusion and to its inabilirv to ncr systematically. It 
should also be noted that- government employment has greatly affected 

op ulation location decicions in the country. Covernment emiployment for all 
university graduates placed many in the Greater Cairo Area in the past. 
!:.ently, le.islntion has been passed to place now: graduates In rural 
"o'.'ernorntes. And although this has redurt,d the annual nunber of civil 
!.rvints placed in the Crcitcr Cairo Area, it often has resulted in lIarge 



C-6
 

surpluses of poorly trained 
personnel in rural gove.rnorntes whose staffs lack
 
needed engineers, planners and other technicians.
 

The Assessment Team met and interviewed the Chairman of the CAOA. 'He
 
expressed his concern with the lack of sufficient and well qualified staff
 
.,eing available to the governorates. However, he did not believe that 
there
 
.:as a surplus of personnel. On the contrary, he 
indicated great shortfalls
 
"etweea 
the number needed locally and the supply. Only in the agricultural

'ield and in lower clerical positions were there any oversuppLy. And these
 
types of personnel we.re being retrained to 
fit into the more needed fields of
 
teachers, engineers and technicians.
 

A Presidential Decree of 1973 set up within the 
 Ministry of
 
Development the General Organizatlin fcr Physical Planning (GOPP). 
 This
 
organization is specifically entrusted to prepare structured plans for cities, 
towns and villages, and assist governorates in problems of urban growth.
Under a n:w planning l.aw ;he COPP has acquired added responsibilities. The
 
Central Agency for Reconstr.c~ion, Fet up under Presidential Lecree of 
1976 is.
 
empowered to study and implement reconstruction projects throughout the
 
country. The 
New Urban Co= ,unities Authnrity, set up by Presidential Decree
 
of Law 59/1979, is ch,:rged with the task of developing new urban communities,

Including the carrying out 
of studies dealing with the selection of sites and
 
with the follow-up of executicn of plans.
 

The Ministry of State for Land Rczlamation within the Ministry of
 
revelop-ent, is responsible for tne preparation of 
the general policy of th6
 
state for land reclamation and horizontal expansion according to water
 
resources identified by 
the Ministry of Irrigation. 1c also participates in
 
developing policies and programs dealing with 
 the establishment of new
 
comunities, and coordinates with concerned r.inistries in the planning of 
.ublic utilities and services required for land reclamation. It also studle
 
:rojects aimed at establishing agro-industrinl complexes on reclaimed areas
 
and supervises the disposal process of arid or reclaimed lands.
 

The Minlstrv of 11ousing within the Ministry of Development, is charged

with estpblishing general pl,-,s, 
 programs nnd criterta for national housing

2evelop.ent. Specifically, the "'inistry supervises the 
design, construction
 
:nd .ainte,,ance of public buildings, and of re-.Irlentlal buildings earmarked 
-or specific income target grotips* The Hi1nfItry ,lsu directs and develops
-:ivate - s:ctor activity 'n tl- flld of construiction accordlng to state 
- ic.'. 0-.h2r entitJen in'.olved I nf,:!stru:-tzrc are water andin t!u','l,.en 


'.:: - r ties. .Athoug-: no:ni n::ly the 
 zuipc:- I it. of the :Itnistry of
:*'sing, -iter and sc'cr autor t us Olr;i t,_ vi rtl ly autoric.';ously. The 

n.ieral O':.-.nizcion for Se':era,j ar.l SinitirD., iZ'__.c operates the Cairo and
'exa-.ria sc.erage aitho:ities and gives aid to other regional sewage

authorities. The Public Authority for 1ater, pirns, 'supervises, controls and
"esigns wa ter works for public constimption and households throughout the 
:ointrv u'Ith the exceptions of Crvater Cairo and Ale:andria, which have their 
..I au'...oritles, 

http:t!u','l,.en
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Other important ministrLv denling with national and/or local
 
development are: 
 A3riculture; Irrigation; Tourism; Transportation;

Communication; Electricity Power; and
-and Investment International
 
Cooperation; and Industry and Mineral Resources. The Ministry of Economy

deals with national economic planning and the Ministry of Investment and
 
International Cooperation 
is entrusted with the strengthening of economic
 
relations with other countries and with regional 
 and international
 
sr3anizations and agencies. The ZHinistry formulates economic policy, develops

plans on foreign exchange, and seeks to attract foreign investments.
 

Regional Planning: Regional planning 'offices, are to 
assist local
 
governments in plan preparation and in communicating local needs and
 
priorities to the Ministry of Planning. In practice, this is 
noc working very

well. The Hinistry of Planning has been unable to provide regional branches
 
with ,uf.icient staff to function properly as 
planning offices. The regional

office often consists of simply an under-secretary ard one or two junior' staff
 
members who are unable to involve all relevant depa'rtments in regional
 
plannin- activikies.
 

The process of project initiation is based upon the perceived needs as
 
stated by the village councils, :he marakez, and he governorate itself. .It
 
is essentially a compilation of requests from these various sources, including

the directorates within the governorate, without any meaningful, and effective
 
coordinated planning at the regional ievel.
 

It is carried 
out without the advantage of long-term comprehensive
operating programs and prograin objectlves and aluo without tl.e benefit of 
comprehensive physical developm.ent plans, especially for urban Alsoareas. 

there- is little evidence of ,,seful interface at the local or national levels
 
between the various projects being pursued. The entire process is 
accomplished without being fitted into tany fra-cwork of fiscal* discipline, 
i.e.,withtn any definition of funds likely 
to be available. It is also done
 
without the benefit of effective pricing techniques, especially for the more
 
conplex projects.
 

Regional planning in Egypt operates via the national planning

-echnnism of the Ministry of Planning. Regional Planning units are part of 
to
 
tie Minfstry of Planning. They are staffed b:' ilnistry personnel.

7occntralizition efforts on the other hand, attempt 
to "'est more powers at:-ral units of go.ernrent, at the govornorate:s, districts townand levels.
 
-"c diffic.lties nf worrre',,,nt
this ¢re noted Lh Ah ",s:.tu 

.
" a ,'.' i- . "'here , . . I.,.n :L', , . ,.'r,.:: d ,t t..e incal tcvel 
.:I1'.t.-..1 Offcos were o f littlc r,';:i Lanc in heIp1n the local 

'.:1it. 'g. rnr'r.t.s in cc..unica'tfii- project prlor~tlu: and In other forms of 
necessary coordination with centra'l mintstr[ros. 

On the other hand, the assessment team was told by under secretaries 
cf regior.al planning that local units of goveinorate were incapable of 
• requatc planning and hudgeting .nd that nint of this had by necessity to be 
:,.,rformed at tae rc-gional/ccntral level. llhcre they might be effective, as 
.-r,(.,ks,-.n t the c,.tral authority on local needs, many local nuthorities felt 

http:regior.al
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that regional planning personnel either got in the way or were completely
 
useless in helping to Set local priorities established. .One governor felt
 
that regional personnel were too removed from. the local scene, and were not
 
spending enough time locally.
 

Discussing local concerns with heads of two regional offices, Cairo 
and North Upper Egypt, the following major concerns were expressed:s. 

a, 	Local units of government are poorly staffed. They have. some..
 
ability in developing public utilities but little expertise 'in
 
planning;.
 

b. 	No strategic-I-A.nning is being carried at locally.. This should be
 
done'centrally;
 

c. 	Central planning in coor,'ination with regional planning is very
 
needed since the, local authorities are prdovi:clal in their,
 
outlook. They are only concerned with their, governorates and not
 
with region as a whole;
 

d. 	Central controls are needed and will always be needed to. avoid
 
wastage of mcnies on luxuries (i.e., purchase of automobile:for
 
local use); and
 

e. 	Few incentives exist to provide quality professona. people in
 
governorates and at local levels.
 

The Local Government Committee of the Assembly is Important in the
 
decentralization ?zocess because it represents another mechanism for enhancing
 
cooperation between the representatives (elected in national not local
 
governmant elections) and the cxecutive ministries of government. The
 
committee sets the agen.hc for debates on local government in the Assembly,
 
neets to consider donor assistance to local government, provides guidance to
 
the ministry, and sanctions their Initiatives and actions.
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APPENDIX D 

FISCAL CONTEXT OF DECENTPULIZATION 

In order to determine the extent 
to which fiscal decentralization has occurred
 
in Egypt, several indicators must be carefully evaluated 
over time. These
 
include: 
 1) the level of transfer of resources from central to local
 
governments; 2) the amount of 
resources generated at the local levels; and 3)

the extent of jurisdiction over local level resources. 
 Norm~ally, a greater

level of fiscal decentralization occurs when all of the above 
indicators
 
register higher amounts from 
previous years.. However, indicators of real
 
fiscal decentraliza ion do not lend themselves to 
simple analysis. Certain
 
types of 
expenditures and revenues may be uncontrollable, ..e., interest
 
paymentA.
 

Care nas 
been taken to exclude from the analysis those portions of central and
 
local budgets that may -give false 
signals as to pr.gress made in fiscal
 
decentralization. Moreover, derentralization as a process is subtle and
 
imprecir. and longer time periods of comparative analysis may be needed than
 
was possible in this study. Consequently, findings presented are more
 
judgmental than precise quantitative results. Par" A below examines 
fiscal
 
dece,:t,.lization within 
the COE general state budget and Part B" reviews the
 
process outside of traditiona, budgeting channels.
 

1. Decentralization within the General State Budget
 

,Rcvenues and expenditures must be considered independently so as to
 
separate service delivery (expenditures) 
 from own source resources
 
(revenues). By definition, total expei.ditures must equal total 'revenues, so
 
nnalysis of decentralization in the two contexts differs only because of the
 
transfer from the central government to the local governments.
 

a. Expenditures.
 

Expenditures at the and levels
central local government a.e allocated to
 
f,.jr chapters: Bab I Wages; Bab 
II Operating Expenses; Bab III Investment
 
Expenditures and Bab IV Cnpital Transfers. 
 A compnrlson of the growth rntes
 
of expenditures from 1976 to 1982/83 (Table I) indicates that 
 thi central 
Soverrment grew 934.9 percent ',hile local governent grew only 331.6 percent.

'):ever, these figures are iot an accurate 
reflection of decentrhlization. 
'h I central govern:-cnt " c::penditures reflect the overlapping COE
 
.centralization policy fcr hiri, high school and university graduates and 

SS1 gning thc to tlI r "ho'" govcrnrates away froi Cairo wherever 
-ossible. Bab IV central govern cnt expenditures reflect repay:.ents forborrot~lng for previous Ir.vestment. Both entries are 1ot Useful ofsources 
decentralization measurements and should be elininated from the analysis. 
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Care also must be taken 'in assessing Bab II because interest payments are
 
incorporated 
in current transfers for both central and local government.

Also, defense expenditures dominate total Bab account
II credits for central
 
government (Table 
II). These special items are dependent on conditions
 
outside normal government service delivery channels and are not useful in
 
questions of decentralization. These soecial items are responsible for much
 
of the growth at the central level. For example, elimination of the accounts
 
with the subsidy and interest payments 
from Bab II would reduce the central
 
growth rate more one while little on
by than half having effect local
 
governments. In sumi the Bab II budgets are different in substance. (See
Table III - Local Government Expenditures) 

A better comparison for rvaluating decentralization Is between the growth

-ates of expenditures for those basic service 
areas produced both at the
 
national and local level, such -s, health, social .affairs, supply,

agriculture, education, youth and sports, manpower, and housing (tables X and
 
XI). When the types of expenditures are held constant, local government

current- budgets grew 280 percent comvared with 185 percent for the central. 
government (Table XII). These expenditures include all local expenditures

except the local government directorate uhich amounted to LE 1.034 billion In
 
.1982/B3. 
This category iL.only LE 266 million in central budget expenditures.
 

Most of the growth in these Incal expenditures is in Bab 1 wages. It is
 
probably a reflection of an explicit policy to decentralize service delivery
 
as state4 by the officials in "ie Central Agency for Organization and
 
Administration. The €1ovcrno." of Menoufia indicated that he received 6200 new 
positions in the last year alone. Bab IT experditures grew more rapidly at 
the central government level when viewed by sector. The Bab II afcounts of 
local government however, grew more rapidly for supply an:d cducation and less 
rapidly'for others. (Tables X and Xi) 

Dramatic evidence of decentralization 
is found in the Increase in investment
 
expenditures (Tables II III). increase has toI, and This led a decline in 
the share of local expcnditures in the other three chapters as investment is
 
expected to reach 17.5 percent oL the total ependiture in 1982/83. Local
 
government investments grew 18 tire compared with less than 5 times for 
central govcrnr.ent. The reason for the difference lies partially in the small
 
hase for local investment, in 1976. At that t~me 
capital revenues at the
loc.1 level e:.:ceeded capital e: penditures, meaning there was no central 
tr:!Is'er for these purpose!-,. Large transfers to the local level for 
i:'.vlstnts bc:.n with the advent of tLc X t io .l nv' 3IL:Ot Bank (NIB) In 
19&' and 'ed tc much of this growth. Si:ni frIcanL ow1-source fin:,nclng for
investment is un.likely at the local level, as adequate depreciation accounts 
are not developed. Thus, a transfer for investment expenditures is to be 
e:pec ted.
 

The degree of decentralization In Investment remains clouded. 
 Investments are 
budgeted locally but prorities are jointly set with the Mnistry of Planning,
a-d changes in priorities after the budget is set must be approved by the
.U:-nister Lc !s receive quarterly installments rather riin a transfer at the 
y.car's begirnn.n. The NIB requires evidence of progrcss on the projects"bufnre forw: :v. n g the quarterly reveniwus. Further, e,.,idi2nce from ZIenoufla, 



Giza and Qena indicates that the entire investment budget was not available
 
for spending in 1981/82. One reason for not spending the entire budget 
appears to be a decision by the Central Government not to disburse fourth 
quarter allotments in order to control the national deficit. Another reason 
is that effective with 1981/82 the funds appear to be programmed on a budget
 
year rather than a prcject basis, and unexpended funds revert to the treasury
 
one month after the end of the fiscal year. Governorates were not aware of
 
this shift in policy until the end of the fiscal year, 1981/82.
 

Finally, there appears to be a pattern of spending less than the budget
 
allocations for investment purposes. The NIB Annual Report for 1980/81

reveals that only 82.1 percent of budgeted investments were spent that year.
 
Portlons of the remaining budgeted amounts could have been spent in followlng
 
fiscal years. Local gc.crnments disbursed 87.8 percent- of budgeted
 
investments$ above the average for all public sector entities. The percent
 
for each governorate ranged from a low of 37.0 percent in Hatrouh to a high of
 
148.0 percent in Cairo.
 

b. Revenues
 

Central government revenues have grown much more rapidly than local revenues
 
(Table I). Analysis uf revenue d -!Pntralization, like that. for expenditures,
 
must be based on behavior within certain chapters. .This is a more
 
questionable issue for revenue,* however, because the special itoms that can
 
be omitted from consideratin do represent means for obtaining resources. The
 
judgment :.ere is to exclude some i-.=s for the reasons given below in order to
 
f6cus more on tradit..3al tax and user charge revenues. Bab I and II local
 
revenues :an be compared with Bab I and part of Bab T. central revenues to
 
judge decentralization trends. Bab IV must be excluded because this is
 
borrowed funds for capital purposes. Bab III, own source funds for capital
 
uses, .A.so must be omitted because these are repayments to the government for
 
debts, sale of assets, and other factors unrelated to current behavior.
 

Finally, for purposes of comparison, most of Bab II ceitral revenues should be
 
excluled because it is dominated by special items such as receipts from
 
profits of economic authoritins, public sector companies, and the Central 
Bank. In the case of the Central Bank, the profits are earned on borrowings 
by the treasury and are added to both expenditures and revenues. The 
retiaining Bab II revenues Lotal LE 224 oillion from the total account of LE 
2617.23k million. (See tables IV and V) 

The chapters are not exactly co;:;,irable for central and local government. *Bab 
I Is sovcecigntLy re.:.caes for 1oh. These are t;i.:c- imposed based on the 
sovereign powers of tha government. For local govcrnments these. are taxes 
assessed at the national level but collectable for use by the locals. Bab II 
central revenues are non-tix current revenues and. those rcmaining in our 
analysis are user charges. Bab II local revenues are the fees and duties 
assessed at the "option" of the local government. These "options"'and the 
limitations are outlined in several different laws, depending on the 
category. The options were constrained more by a recent announcement by the 
F l me "itister that any Increnas.:* in ta :es or fees ,::I,-t be approved by him. 
The Governor of Menoufia explained that this renullt.d bccause a number of 

o,;,.'crnoratcs w:ru ta;Ir~- above tHit, lintit . The df,.r. of conn;traint is 
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unk:nown because to our knowledge no attempts to seek the Prime Minister's
 
approval have octurred. Menoufia will soon apply for permission to levy a one
 
piaster tax on. ration cards in order to finance youth sports and this will
 
provide initial evidence of the constraint.
 

The bulk of local sovereignty revenues arises from a two percent additional
 
tax (surtax) on imports and exports (Table IV). One half of the revenues
 
remain in the place of collection (share in joint revenues), and the remainder
 
less LE one million is distributed by the Secretariat of Local Governments
 
(share in joint fund). Prior to 1981/82 these accounts also received revenues
 
from a surtax on movable property income (dividends and Interest) and on
 
business profits. The income tax law of 1981 eliminated Lhe last two surtaxes
 
and the ceiling on the first surtax was dropped, but the rate was reduced
 
below the previous ceiling for rF 1982/83. Dropping the two surtaxes hurt
 
many governorates becaure the half allocated on the basis of c llect4on was
 
more equitably' dist*ributed with income and profits taxes then with -customs
 
taxes. Now most of the fund is centered in Cairo, Alexandria and Port Said.
 
The additional tax on the ouez Canal Clo is distributed among a select group;
 
the five Suez governorates in this case.
 

In Bab II, revenues from utilities is collections from water and electricity 
This dropped between 3976 and 1982/83 because some of these revenues are now 
collected by the economic atithorities. Revenues from other 1.C.1 activities 
is the sum of three special. fu-ds: the Local Development and Services Fund, 
the Eco,.amy Housing Fund, ind the Cleansing Fund. These fu.." are added into 
both revenues and expenditures sc the central governmenL can see the si-e of 
them, but they are outside the budgeting process. They will be aiscussed more 
below. 

Local government revenues have grown only moderately since 1976. Sovereignty 
revenues grew 291.7%, with the surtax on imports and exports th. substantial 
contributor. The locally imposed revenues (Bab II) grew 160.8 percent, but 
the special funds are responsible for almost all of this. Central revenues 
within our area of consideration grew 486.5 percent over the same time period. 

The evidence indicates little revenue decentralization because -the local tax
 
base is inadequate. The land and buildings taxes are base. on 1939 and 1964
 
appraisals, respectively, and have exemptions that eliminate half or more of
 
:ax liabilities on land. The additional tax on imports and exports has a rate
 
under control of the central government. Revenues for the special funds are
 
dependent, to some exten., on productton-baned levies on agricultural
 
cc=modities, w..ich are very income inelastic. !mprovcments in the local 
revenue structutes are imperative If dece:-itralizLu[on is to proceed. 

Another measure of revenue decentralization is the proportion of own-nource 
revenues to expenditures. Increases in own-source revenues indicate local 
governments have experienced a relative increase in their own capabilities to 
finance expenditures. This ratio grew well from 1979 to 1981/82 as the
 
revenues from the surtaxes on buslness profits and movable property expanded
 
rapidly (Table V). Once these surtaxes were dropped in 1981/82, the ratio
 

,iQ
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dedlined. A significant transfer within the budget of central government
 
wo'rkers to the local level is another, and perhaps more important, reason for
 
the drop in the ratio.
 

c. 	Comparison of governorate per capita revenues and expenditures (Tables
 
VI and VII)
 

The discussion until now has described behavior for the aggregate of local
 
governments, but wide variations in expenditures and revenues occur between
 
governorates. Per capita values must be compared when analyzing individual
 
governorates because of the extreme differences in the nomber of people
 
provided services. Per capita values for the aggregate of local governments
 
exhibit a time trend similar to that described above. T%..y reveal the
 
variatinn in investment expenditures as the per capita values range from LE
 
0.43 in 1976 to LE 7.24 in 1982/83. Second, the low level of local government
 
revenues and expenditures is highlighted by the per capita values. The values
 
reported here are probably slightly higher than actuality, as 1980 population
 
is used for 1983 calculations.
 

Revenues are only expected to total LE 7.11 per capita in 1983, with the 
governorate-imposed fees amounting to LE 1.76. Expenditures are much higher 
but .-rL only LE 40.96 for the first three chapters. This is still a small 
level considering that it represents much of the expendltures for educatiqnb 
agri.ulture, health, and several othe' areas. 

Per capita revenues in 1982/83 vary from LE 66.24 in Port Said to LE 3.84"in 
Fayoum. Port Said is a special case because It recelvs the third largest 
amount from the share in loint revenues and the sL.Ond largest p:.yment from 
the additional tax on the Suez Canal. L tax on Imports is also a 'major source 
cf the Sovernorate's revenuas for the Local Development Fund (Bab II). These 
revenues arise from the icporting operations and nearness to 'Le canal and 
have little to do with residents being heavily taxed. The next four highest 
receipt governorates are also loccted along the Suez Canal and receive 
revenues frow the additional tax. None of these are heavily dependent on 
!and, building. or entertainment taxes. Ismailia receives the 3reatest amount 
f-om these traditional ta>:es, LE 209,000 in 1982/83. These governorates tend 
to have large vehicle tax collections and Red Sea has big utility revenues and 
special funds. Suez also has large special funds accounts. The low 
:C?'.c1ations are a final e::planation for high per capita revenues in these 
Scoye norate s. 

..-e ua--.n Cairo and Ale::,indria Governorates also raise more than LE 10 per 
i.. . of thtw.e r,-;,:iiues are c.llccted frc:i P, 1 the buildings_ ost ab with 

t:., enter1ain-.c,:t ta.:e.a, vehicle taxes, and share in joint revenues all 
,rovidlng above-avcrage shares. 

:he 	low:est five governorates in per capita revenues (Bab I and II) are Fayoum,
 
atna, SohaS, Qena, and Asslut, all in tipper Egypt. In every case they raise 

1es3 t'.in one pound in E b II revenues (r'ose directly levied locally). All 
!:a--.-e vcrae cr ictter collections from thu land tax and weak collections 
e . S L C, O.. 


-p
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Per capita expenditures vary from LE 206.16 in the Sinai to LE 28.72 in
 
Beheira. ,Much of the high expenditures result from investment activity, but
 
the same pattern holds for current expenditures. Places with high investment
 
also have high current expenditures. (It is generally difficult to evaluate 
per capita annual investment data because much of the expenditures are for
 
very discrete purchases and a one-time expenditure may bias the results.
 
Also, in an economic sense the resources are nc.t used until the project
actually depreciates, so the investment is not an economic expenditure).
 

Port Said has the highest current expenditures at LE 129 per capita. The same
 
pattern tends to hold within Bab II expenditures u.here governorates have
 
greater flexibility, as for total investments. High expenditure governorates

tend co have relatively large amounts in commodity inputs, oervice inputs,

appropriation transfers. Those with high special funds have high total
 
credits expenditures. (The special funds described above are added into both
 
revenues and expenditures for accounting purposes but are not directly a part

of the budZet. On the expenditure side, they appear in total credits),
 

Expenditures do not appear to be targeted for the largest places. Current
 
expenditures were inversely related to gnvernorate population in 1981/82 with
 
a correlation coeffic.ent of -0.64. The correlation drops slightly to -0.61
 
when 'Babs I, 1I, and III expenditures are correlated with population.
 

Expenditure trends are cerLainly partially a reflection of national
 
prio-ities. The new governorates and canri governorates are generally the
 
ones receiving large expend'tures. An important question is whether a local
 
goverr.nent's ability to raise revenues influences its expenditures. Thereason this is so important is because governorates have little decentralized 
authority over expenditures if they canuot raise more revenues to finance more 
expenditures. There is a strong -crception that expcnditures are negotiated
between the Governor ard Mnistry of Finance for the current account and 
Governor and Minisry of Planning for the capital account, independent of 
revenues. According to scenario, revenues reduce thethis local central 
government transfer but do not Influence e::pend Iturcs. In this case, 
governorates that raise more revr-ues would find their subsidy decline by a 
like arount. If this is trite, local governments cannot Increase their 
expenditures locally by raising riore local revenues and this would be strong
evidence t:,nt little decentralization of authorlty ha, occurred. 

s'on be 
"et' ' pr c ta e:?~~2c,i ture.- and per: u it. r,-venuos. Th*p!ze results are 
.-nl. inii.ative cf relationhipf but they 2rcr.'e no ca'sual relationship. It 
=ay h. a the t1:x structure coincldentally cat f,_,re.itcr collections in the 
places .-here e:penditures are already planncd. 

.his p.zrss1t can emplrIccally tcT;ted by 2.anining the correlation 

A large correlation is evidence that revenues influence the level ofmay 
expenditures. The correlation 
stat stical relationship. Only 

was 0.94 In 1981/82, 
current e:penditures and 

indicating a 
revenues are 

high 
used 

because little own source finance of Thventncnt occurs. 
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This can be converted to a simple operation as follows: Per Capita

Expenditure - 2i.18 + (1.165 x per capita revenues), R2 n 0.88.
 

This provides evidence that revenues may be an important determinant of
 
expenditures. The relationship 
is stronger when the five urban governorates
 
are omitted from the sample.
 

The share of -joint fund 
account is allocated by the Secretariat for Local
 
Governments This account may be distributed as a means to balance local
 
budgets and in any event is 
not the tax base of specific 3overnorates but for
 
all governorates together. The correlation drops to 0.60 when this item is
 
substracted from revenues. In 1901/83 the correlation dropped to 0.69 as the
 
joint fund and joint revnues were altered. A considerable readjustment in
 
the allocation of the joint fund occurred in 1982/83 compared with 1981/82.
 

Though less significant, t:.e evidence continues 
to support the hypothesis that
 
ability to generate revenues influences the level of expendttures.
 

2. Decentralization Outside the National Budget
 

Local governments use a series of special funds that 
are not i.:corporated into
 
the general state budget in ord-r 
to finance additional service delivery.. An 
importa.. characteristic of the funds is that revenues in *'..m do not revert 
to the treasury if they are not npent in the year rniscd. Many of the funds 
carry over a balance from year to year. Frequently thece dccounts were 
created through 'the initiacive of local governnicnts but now are generally
re~lecred in leglslat~on. The most important special funds are the Local 
Services -nd Development Fund (LDSF), the Economy Housing Fund (EHF), tho 
Cleansing Fund (CF), the Gasoline Fund, thePrice Educotion Fund, the
 
Industrial 
Areas Service Fund, t;,e Health Improvement Fund, and the Land
 
Recla::ation Fund. The joint revenue fund could be 
categorized here, but is
 
not since it is fully incorporated into the budget.
 

The first three are summed and ii.luded fn both expenditures and revenues in
 
the local government accounts of 
the general state budget. The stated purpose

for listing 
them in the budget Is to provide the national authorities with
 
Information on 
the size of these funds. This raises two concerns. First, as 
the funds increase over time the national government may wznL to exert control 
anid thereby reduce local flexibility. Second, the central government may
c!-o,-e to reduce subsidic. in pieces with large use these funds. Thatof is,
the ccntral government may view the funds as a re-lacc;ment for national 
r%.urc es. Local governw-nts w1th tc initiative to 0i,-p themselves may 
cctually he punalized in this event. 



a. The Local Development and Services Fund
 

This is not an appropriate vehicle for a lengthy description of the iources
 
and uses of the funds, so they will be Lnu 51 of
reviewed only briefly. 1900
 
says the LDSF is to finance production and services projects, complete

projects that were otherwise inefficiently financed, and improve local
 
services delivery. These purposes 
can easily be used to justify reducins the
 
central governaent transfer, thereby diverting 
LDSF funds from activities the
 
local governments want to finance. The LDSF is used by governorates, towns,
 
and villages although, with the exception of the governorate, they are very
 
bmall at the town and village level in Ciza and Menoufia.
 

Revenue sources for LDSF's include taxes and duties asses.ned foz this purpose,
 
a share af the local cou.ncil's revenues (for governorat-.s), and 50 percent of 
any reventie collections over the budget in the governorate.
 

The remaining discussion of LDSF funds pertains solely to governorat sccounts,
 

Menoufia collected LE 797,123 in 1981/e2 and Ciza collected LE 998,173 In 
1980/81 and .E 1,444,776 in 1981/82. Qena collected LE 819,543 in 1980/81 and
 
LE 2,938,958 in 1,981/82. The largest revenua sou-'.e for CNza and Menoufla
 
governoLate is 50 retained from collection
the percent excesses. Henoufla
 
received LE 681,631 in 1981/%2 and Giza received 484,694 in 1980/81 and .LE
 
775,r94 in 1981/82. Other receipts for Menoufia tot3led only LE 1151562
 
including receirls from a share In the development bank, cor1.3-slcns on sales 
-)f fertilizers and agriculture products, rents from property o-inred by the
 
funds, and a share in town council funds. The fees for agricul tural-related 
products are officially c..lled connissions because the products are sold 
through local cooperatives, but they operate much like taxes. Ciza's 1tezized 
cullections greatly exceed total collections suggesting that an error exists 
in the data. This should be checked further.
 

Qena's total collections were LE 826,000 In 1980/81 and LE 2.9 million in 
1981/82.
 

LUjF expenditures include items from all four chapters. Ciza can be used as, 
an exam.ple (Table VIII). Incentives for revenue cnllectors a d Jola
 
perfcr-ance are categorized in Bab I. A variety of itens are listed 
'n Pab II 
inr luding nany subsidies that are e:.:press;ly |,roirled by the LDSF decree for 
Giza. Only 36 percent of the ea:p.-iditurear, dc:;i':n~d for r~cw invew t.c: :. or 
' rcl'. :;lve projects Iabs nr' 77). .n.,fi on !,:iv..,(, III I: , ,m clother 77 

c ,.'::cr"e:.:;,..:t't :r P-I III .1:id !%' acti-,'ricn. In (en.a, theof es 
for last hu' p, . acc '.:s the tt,'a years .. ',!; :i:. ., L.:a%. , r. t on 

prox l,-iveente-prises.
 

All three governorates are carryir.g balance'; from y',ir to 7'elr. CL.i . carry
forw.ard from 1981/82 was I.E 538,818. Ienoufln total irairy foriuard ilas not 
reported but the 1981/82 surplus was .E 305,742. Irie surplus In Qu.fa In 
1981/S2 was LE 2.4 million Indicating that !.:.:p,-ndftures lag far behind 
rL ,a es. 
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b. The Ucpponic (low-co;t) lloiustng Fund 

The VF Is the other most important fund, and is a major resource for building 
low income housing. Resources for the EIF can be obtained eithez crough the 
.'I3 or fro= local resources, 

In Giza LE 1,028,701 was raised from local sources in 1981 and
 
.E 64,290 in 1980. Another LE 4,500,000 was borrowed in 1981 and 4,600,000
 
in 19Zi. " the .red on a callcndar year rather than
.,oe that account is admini-

fiscal.. year basis. The major own source rovenues were from taxes (LE 4146203 
in 1981), rents on property (LE 279,401 in 1981), sale of lands (LE 73,728) 
and iinAs (iE 11,024).
 

Like the LDF, the E'3F has expenditures In all four chapter3. A much greater 
Rhare of t'he expenditure in Giza ate fo: investment purposes in this case, 
with interest (Sab IV) and repoyment of debt (Bab II) being most oZ the 
remaiAder (Table IX). Menoufia spent LE 168,9000 from Its E9F In 1981/82. 

Giza carried a halsnce of L: b,482,253 into 1982. As of Octoer 31, 1982 the
 
balance had reached LE 9,357,444. encufta claimed to hve no balance, but as
 
notd above for the LDSF, this seems unlikely. Carrying forward large
 
balances in these acc-.nt: may have negative effects .In the long term as the
 
central government may see this as evidence that the governorates need no
 
additional revenue base.
 

c. G-sollne Price Fund
 

The pssolinc price func receives resources from 70 percent of a one
 
plaster tax on each liter of gasoline sold in the country. The funds are

allocatad by the Secretariat for L.ocal (overnc~ent. So effort is made to
 

distrilYte the resources based on ,umber of cars, populatitn, and road miles.
 
In fact, the relationshi s bet'een these need catevories and allocations Is
 
teruous at best. Covecnorates are given one of three dIfferent amounts. from
 
the accounts (LE 800,000 In ?enoufla approximately). Expenditures are
 
authcr:zed for Intra-uvernorate roads*
 

d. Cleansing Fund
 

The c1, .s'ng funds (there are rationally ndr..!nistered and locally 
adnis.ered funds) are u;ed fbr bontses to pay street cleaners -Ind for sone 

' :::d1 tures r..lated cleanl.. ns aboutto Little toud out the
 
u...s : .'m - ".- visits. Ci.na city colall.. l ',f this tcceun: for i:a 

. .- .. h a : . perc'-t tax on rntr,. Ct,-.:...;tn ; ut.. !',; !-I 1lenoufla 
are a'so In'.osed by the towns and the data would ne to be ,cullected from 
e ch ndiv-4.ually. T.e officials In Menou fIa indicatod that the resources 
were very li:-.ied. 

q(
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e. Land Reclamation Funds 
"..d reclamation funds were not used in the governorates because the resources 
.tfrce sale tendof land to go to the Ministry of Construction) although the Eli 
.n Giza gets revenues from the sale of land beto built on. 

f, Other Local Funds
 

Education 'funds 
are new and no reven.ueE have been collected by either
 
Zcvernorates, XHenoufla 
or Giza. In Giza, the Investment budiget funds, ORDEV
education funds, and a student fee will finance this 
account. Resources will
 e used tc construct schools.
 

Nothlng was learned about either 
the Industrial Areas Services Fjnds 
or
the Health Improvement 
Fdnd during the field visits. These sre small and 
unimportatt funds at the current time. 

3. Fiscal Policy Issues 

Further strengthening of local governments requires poliey declsiont 
by the
COE. Following are fu.,r major topics about which a dialogue between USAID and
the COE should begin. Positive movement on these issues witi mean a moreproductive government sector a.ad a smaller drain by local govenments On
central resources and hence a smaller deficit,.
 

:sLE 1: Local government revenue and expenditure budaets should be
conceptuallv"and physically separatLd from the central government budet.
 

:ssue 1 is the heart of fiscal policy reform for local governments, and other
reforms 
will fail to yield maximum results unless this Is dccomplished.

:-pllt in Issue 1 Is the decision by the C0E that 1-.eal government are to be
:1!ocated certain responsibilities and the 
resnurces base necessbry to fulfill
: ~e responsibilities. Issue 1 Is important because It symbolizes separate:*res for central government and local uovertment and allows each to perceive

a co-on purpose but unique responsibilities.
 

ve~aratlon of budgets
the is, much more than synbol'c, however. It is -ecessary to provide local governmentb the flexibility to differ in theira.::cation of resources acco-ding to the deands of the loc.l populations. In
"--.r wor.s, the benefits of decentr.1Ijzatlon cinno: be realized until
: ::cn of responsibilities 
and re'ourcei has accttrred, Further,
".,.:aton. :ho budgets is i:portant for ensurln, 
 ccountability. Currently


overn.ent
-.. 'cva -" tcnt, to blam:e the Wtiea r "or f"ilures and takes .t for successes. 
 Separation menn, Lhat each ,:n be held accountab.e for
 
~:,s own opcr:Ions.
 

.-recedents have boon set for rermoving portions of the public sector from the.'.et. PublIc sector co.,.,nies' and economic authorities' budgets 
were
.*"crry re-,rted in the gen, rnl rtute Iud;,t. fl'iniln:; 'ith 1980 they were 
: ,, governnuntn, s ulth ilblIcf;e'Lr rco:patiles and econnmic 

.. :a, be by.n ntill| Wu:,le.d
".' . he n.tLonal pl:n tlhrogh!, the Invest?,ent 
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Adequate resources must accompnay the added responsibilities resulting from
 
Issue 1. Issue 2 is designed Lo gather resources from the central government
 
and Issues 3 and 4 are formulated to increase local revenue-raising capacity.
 

ISSUE 2: Central government oubsidies must be perceived as block grants 
rather than a balancing account. 

There is a strong perception that subsidies to local government are simply
 

designed to balance budgets. a strenghtened local government system must
 
continue to share In the central government's greater ability to raise
 

revenues, so the subsidies cannot be eliminated. Subsidies should however,'be
 
provided in a block grant form that gives local governments the flexibility to
 

ceet damands and choose techniques for service delivery. At the same time the
 

central government can use Lhe grant structure to reward productivity, enhance
 
cooperation among local governments, equalize incomes across governorates, and
 
encourage the provision of certain services.
 

ISSUE 3.: Local governments must have Increased ability to levy user charges.
 

Local government leaders interviewed during the Assessment are convinced that
 

service users are willing to payJto access many services and would like the
 
opportunity to use this approach to ensure that some services are delivered.
 
Advantages of user charges include that they provide revenues to finance 
service provision, they. are a echnique for allowing poeple tr articulate
 
their demand for services, cad they can be an Important mechanism for insuring
 
efficient use of resources. Und. current restrictions, imposition of user
 

charges must be approved by the Prime Minister. Local service provision can
 

be substa.tially enhanced if local councils can imporo. fees. The central
 
govern.ent could maintain loose controls on the level of charges by limiting 
the share sif local resources raised in this way.
 

ISSUE 4: Local governments must have a large, stable sovereighty revenue base. 

User charges cannot finance all local services because the fee would be
 
inefficient in some cases, It Is important that all people have access to'some 

services, and equity cannot b- adequtely factored into some fe schedules. 
Thus services must be partially financed through sovereighty revenues and 
central government trnnsfers. A large base of sovereignty revenues is
 
:ecessary because central government's behavior may be too u:dependabie for 
:ecal governments to plan atd provide services. The greatest potential 

io'.ereognty revenue sources appear to he u:panded land and buiLdlng taxes or 
'ozal surtaxes on central taxen. The nurtax ratis must be, wLLhin limits,. at 
the option of the local governnmtts. 
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TASLE I
 
PERCE T CHANGE FOR SELECTED.REVENUE AND EXPENDITURE CATEGORIES
 

1976 to 1982/1983
 

REVENUES
 

Bob I 

Bab II 


Total Current Revenues 


Bab Ill 

Bab IV 


Total Revenues 


EXPENDITURES
 

Bab I 

Bab II 


Total Current Expenditures 


Bah III 

Bab IV 


Total Capital Expenditures 


Total Expenditures 


Local Government 


291.7 

160.9 


248.5 


-80.0 

-

204.2 


292.4 

183.7 


271.00 


1756.9 


280.4 


1551.0 


331.6 


Central Government
 

501.9
 
4041,9
 

723.7
 

110.0
 
28953.8
 

674.5
 

292.0
 
1073.7
 

618.7
 

380.0
 
9745.8
 

1536.4
 

934.9
 

Source: GOE National Budgets, 1976 and 1982/83.
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TMALE II
 

CENTRAL GOER414ENT EXPENDrITUJR BY USE FOR SELECTED YEARS
 

Ex:penditure.Categories 

Chapte: I.- Wages 

Chapter II- Operating Expenditures 
- Conrmotity Tnputs

-GService Inputs . 

- Goods purchased for 
resale 

- Current Trdnsfers 
- Appropiiated Transfers 

Total Credits 

(LE ILLION) 

1976 
Buge 

252.194 27.7 

503.062 55.3 
(33.153) (3.6)
(51.672) (5.7) 

' 

(2.933) (0.3) 
(62.047) (G.6) 

(353.257) (38.8) 

1979 
-Budget 

379.839 

2644.638 
(36.458)
C79.051) 

(442.584) 
(1635.244) 

(451.300) 

__ 

8.8 

61.4 
(0.8)(1.8) 

(10.3)
(38..0) 

(10.5) 

1982/83 
Bu go 

988.666 

5904.603 
6(83.5711
(156.665) 

(965.965) 
(2618.261) 

(2080.141) 

10.5 

62.7 
(0.9)
(1.7) 

(10.3) 
(27.8) 

(22.1) 

Chapter III- Investme-nt Expenditure 

Chapter IV- Capital Transfers 

135.300 

19.000 

14.9 

2.1 

288.128 

992.8 

6.7 

23.1 

649.378 

1870.70 

6.9 

1S.9 

GP.MD TOTAL 909.556 100.0 4305.405 100.0 9413.347 100.0 

Source: ODE Budgets, 1976, 1979 and 1902/83. 

Oh - -r nn-.-,,l s..: ib,' 
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TABLE III
 
LCAL GOERqENT EXPENDITURES BY USE FOR SELECTED YEARS AS REPORTED INTHE CENTRAL BUD 

(LE MILLION) 

1976 1979 .1982/83
 
_Budget Budget "Budget
 

Ehpenditure Categories:
 

Ch. I Wages 297.126 76.1 329.9 74.0 1,166.000 69.3
 

Ch.II Operating Expenditures 72.970 18.7 99.506 14.0 207.050 12.3
 
• I 

- Conm-dity Iliputs (25.124) (5.4) (50.484) (7.1). (99.350) (5.9). 

- Service Inputs . (22.211) (5.7) (23.864) (3.3) (43.263) (2.6) 

- Goods purchased for resale (11.832) (3.0) (0.803) (0.1) (1.005) (0.1). 

- Current Transfers (4.221, (1.1) (7.555)• (1.1). (8.056) (0.5) 

- Appropriated Transfers (6.5.n"). tl.7) (6.959) (1.0) (35.346) (0.9) 

. - TLal Credit (2.964) (0.8) (9.871) (1.4) (40.030) (2.A) 

Ch.III Investment Expenditures 15.880 4.1 79.621 11.1 294.AOO 17.5 

Ch. IVLapital Transfers 4.042 1.0 6.095 0.9 15.374 0.9 

GRAMD TOTAL 390.018 100.0 715.122 100.0 1681.224 100.0 

Source: G(E Budgets, 1976, 1978 anid 1982/83
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TABLE IV
 
LOCAL GOVERMM4ENT REVENUES BY SOURCE FOR SELECrED YEARS AS REPORTED INCENTRAL BUDGET
 

(LE MILLIONS)
 

19761 1979 198*83
 

Chapter Ir Sovreignty Revenues - by Central Government
 

Land Tax 14.059 (13.6) 13.386 (10.2) 30,000 (9.6)

Building Tax 4.800 (4.7) 5.280 (4.0) 7.117 (2.2)
 
Entertairnent Tax 1.920 (1.9) 3.33i (2.5) 3.692 (1.1)
 
Vehicle Tax 2 13.677 '(13.3) • 21.854 (16.7) 37.391 (11.9)
 
Share in joint revenues 10.812 (10.5) 24.307 (18.5) 64.418 (21.2)
 
Share in joint fund3 ' 9.812 (9.5) 23.307 (17.8) 65.418 (20.8)
 
Additional tax on Suez
 
Canal Authority 0.570 (0.6) 3.000 (2.3) 8.000 (2.6)
 

*IWTAL 55.650 59.0 94.465 72.0 218.000 69.5
 

Chaoter II: Other Current Revenues
 

Revenues fro. utilities 13.903 (13.5) 3.591 (2.7) 6.933 (2.2)

Local taxes and duties 6.404 (6.2) 9.144 (7.0) 15.826 t5.01
 
Various revenues 4.105 (4.0) 5.523 (4.1) 10.435 (3.3)
 
Ouarrying revenues 0.529 (0.5) .904 (0.7) 1.494 (0.5)
 
Revenues from other local*
 
activities4 2.467 (2.4) 9.328 (7.1) 36.800 (11.7)
 

OTAL 27.408 26.6 28.490 21.7 71.487 22.8
 

Chapter III: Own Source Capital
 
Revenues 20.000 19.4 1,100 0.8 4.0 1.3
 

Chaoter IV: Caoital Loans and
 

Credit Facilities - -- 7.100 5.4 20.000 6.4 

TOTAL 103.058 100.0 131.155 100.0 313.487 100.0
 

Footnotes on next page
 



1/ 1976 and 1979 are calendar years and 1983 is fiscal year 1982-83. 

Share in joint revenues is 50 percent of the collections from the
 
Prior to fiscal year 1983
additional tax on in.ports and exports. 


revenues were also obtained from additional taxes on movable property.and
 

business profits. The revenues remain where the tax is irrposed.
 

3/ Share in the Joint fund is 50 percent of the collections from the
 
The revenues
additional tax on imports and expoLts less LE 1 million. 


are distributed by the Secretariat for Local Government.
 

A/ This item includes the Local Services and Development Fund, the 
Economy Housing Fund, and the Cleansing Fund. 
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TA3LE V
SOURCES OF CURR M FINANCE AS REPORTED INTHE CENTRAL BUDGET
 
.1976 to 1982/83 

a a 

Own Source Revenues 
as percent of exoenditurea4/ 

Central Goverrment Subsidy 
as a percent of expenditures 

YEAR 

1976 22.4. 77.6 

1977 22.8 77.2 

1978 23.1 76.9 

1979 19.5 80.5 
1980 22.0- 78.0 

1980/81 27.8 ?2.2 

1981/82 28.8 71.2 

1982/83 21.0 79.0 

1/1Calcilated as Chapter 1 and 2 reven',es less the transfer divided by

Chapters I and 2 expenditures.
 

V-Drop of a-n source share in 1982/83 reflects the elimination of.the
business profits taxes and transfer of wage costs from the central to the
 
governorat budgets.
 

Source: GOE National Budgets
 



TABLE VI 
PER CAPITA REVENIJES & EXPENDITURES B1 GOVERNORATE FOR 1976 

Total 

GOvENORATES Chapter I 
Per capita 
revenues 

Chapter II 
Per capiLa 
revenues 

Total 
Far capita 
revenues 

,1hapter I 
Per capita 
. nditure3 

Chapter II 
Per capita 
expenditures 

Chapter III 
Per capita 
expenditures 

Chapter I 
Ii &III, 
Per capita 
expe-ndiures 

CAIRO 
GIZA 

2.92 
0.97 

0.92 
0.63 

3.84 
1.60 

8.52 
6.13 

1.85 
1.71 

0.43 
0.28 

10.80 
8.12-

CALITZIA 
AL.'.DRIA 

0.79 
0.43 

0.79 
0.71 

1.58 
1.14" 

7.84 
8.61 

2.11 
2.08 

1.24 
0.09 

11.19 
10.80 

4.04 2.83 6.87 13.88 U1.40 3.05 28.33 
1.24 0.59 2.13 5.92 1.58 0.40 7.90 

G1i'BIA 
:2Z h'IA 

1.29 
0.88 

1.13 
0.53 

2.42 
1.41 

8.73 
9.80 

2.06 
1.67 

0.46 
0.25. 

11.25 

11.72 
*?.Et. SHEIKH 

ECRT SAID 
0.83 
2.42 

0.52 
1.67 

1.35 
4.0 

6.94 
17.81 

1.66 
6.00 

0.25 
0.16 

8.5 
23.?7 

ISkMAILIA 2.03 0.77 2.30 10.65 2.78 0.27 13.70 
SUEZ 
S:::AI 
?2D SEA 
....A 

3.57 
1.80 
11;28 
0.89 

1.62 
-

1.80 
0.60 

5.J9 
1.80 

13.08 
..1.49 

11.13 
3.61 

21.44 
7.45 

5.40 
1.79 

15.83 
1.45 

0.21 
1.46 
5.16 
0.18 

16.74 
6.8 
55.5. 
9.Z3 

2­
= 

1.32 0.67 1.99 8.27 1.72 0.28 10.27 
1.51 1.46 2.97 11.5$ 3.15" 1.61 16.41 

L. I::i SUEF 
0.81 
0.91 

0.56 
0.65 

1.37 
1.56 

7.77 
8.60 

1,82
1.87 

0.25 
0.40. 

9.C4 
10.57 

1.00 0.60 1.40 6.90 1.52 0.31 8.73 
AS I Lyr 0.75 0.55 1.33 7.10 1.82 0.15 9.07 

0.81 0.56 1.37 7.57 1.61 0.20 9.33 

AS ; 
.0.76 .. 

1.23 
0.59 
1.90 

1.35 
3.13 

7.59 
12.84 

1.86 
5.23-

0.25 
-0.36 

9.70 
18.43 

NJ VALLEY 4.13 1.67 5.80 22.60 IS.67 2.70 36.00 

Average 1.51 0.75 2.26 8.08 . 1.98 0.43- 10.49 

Source:.GOE National Budget
 



TtT"ZE VI IPER CAPITA REVENUES & EXPENDI'UR=S BY GOVERNOPATE FOR 1983 1/ 

C00VERNORATES 

CImRO 

GIZA 

QALIUBIA 

ALEMMIDRIA 

. -.- 1 
B"iMPJX 
G!LRBIIA 
ME:JFIA 

KA*YR EL SHEIH 
P-.:T SAID 
IS:*jAILrA 

SUEZ 

S11A12/ 
FED SEA 


' 

D-KAHLIA 
DAMI EMTA 
FAYOUR 
BEN2I SUEF 

ASSIUT 
SCH',G 
QE:A 
AS". 
N04 VALLEY 

' Average 


Chapter .I 

Per capita 

revenues 


9.86 

4.07 

3.64 


11.06 

2.47 

3.71 

3.86 

3
3.54 
3.25 


31.30 

15.63 

24.52 

17.66 

9.13 

3.40 

4.09 

3.97 

2.99 

3.51 

3.22 

3.30 

3.13 

3.18 

3.39 

2.14 

5.35 


Chanter It 

Per ci.yita 

revenues 


2.77 

1.18 

"L.
11 

2.58 

4.04 

1.02 

1.90 

0.83 

1.17 


34.94 
1.87 

6.17 

2.59 


13.81 

1.15 

1.02 

2.34 

0.85 
'1.45 

0.65 

0.79 


"0.91 
0.91 

.2.54 

4.23 

1i-76-

Total 
P-r capita 
revei ues 

12.63 

5.25 

4.75 


13.64 

6.51 

4.73 
5.76 
4.37 
4.42 


66.24 

17.50 

30.69 

20.25 

22.93 

4.55 

5.11 

6.31 

3.8.4 
5.06 

3.87 

4.09 

4.04 

4.04 

5.93 

6.37 

7.11 


Chapter I 

Per capita 

expe-iditures 


25.94 
19.61 

2915 

28.40 

38.05 

22.18 

31.99 

37.98 

26.54 

79.11 

43.68 

52.33 

82.33 

71.10 

30.59 

27.29 

35.00 

27.85 

31.22 

23.61 

25.76 

26.97 

25.90 
.43.24 

87.91 

28.64 


Chapter II 
Per capita 
exSpenditures, 

4.P1 

3.65 

4.35 
5.5S 


20.19 

3.39 
4.54 
4.05 

4.31 


49.86 

11.27 

20-47 

28.43 

53.98 

3.36 

3.50 

7.C8 

3.97 
4.49 
3.00 

3.87 

3.92 

5.08 

12.95 

32.33 

5.08 


Total
 
Chapter
Chapter III II & 7I 

Per capita Per capita
expenditures expend::ires 

12.17 42.92
 
9.73 32.9?
 
6.06 39.5
 
6.87 40.3
 

52.20 i!0.4" 
3.15 28.­
3.34 39.57 
4.35 46.23
 
6.56 37.4"_ 

18.04 . 147.:: 
12.31 67.::
 
28.59 101.39
 
95.40 206.:5
 
60.87 . 185.95
 
3.20 37.:5
 
5.02 35.... 

14.07 56.15
 
5.45 37.27 
6.29 42.03 
3.58 30.19
 
4.84 34.47 
3.60 34.49 
4.73 35.71 

10.76 66.95
 
53.14 173.36
 

7.24 40.96
 

Per capita values are calculated using the CAPAS population estimates for 1980. 
2/ North and South Sinai are added together. 

rruircp: '-E'National Biget 
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TABLE VI II 
GIZA LDF BIUVXT 1981/02 

CATEGORY 

Chanter I
 

Incentives 


Chapter II
 

Haintenance and Rzpairs of Building 


Bonuses 
Miscellaneous. 


Subsidies 


Educational &-Cooperative Subsidies 


Mosques and Building Subsidies 


Youth and Spc:t- Subsidies 


Chapter III
 

Unappropriated Investi-ent 

Chater IV
 

Loans to productive projects 


Total expenditures 


Source: Giza Governorate Accounts
 

E)XPENDITURES (LE)
 

39,033
 

15,208
 

6,930 
221,358
 

58,233
 

82 135
 

184,174
 

179,174
 

166,527
 

303,072
 

1,305,848
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TABLE IX 
GIZA EHF EXPENDITURE 1981 

Category Expenditure 

Chapter -I 

CorNtnsation 2,097 

Chapter II 

"Publication and advertising. 
 3,675
 
.Stationary 
 300

Interest and Housing Loans 
 413,860

Interest and Housing Bonds 
 90,912

Miscellaneous 
 14,283
 

Chapter IITotals 
 523,031
 

Chapter II
 

Building 
 2,882,053

.Electricity 
 67,785

Water 
 36,406

Governorate- share inEgyptian


Corpany for ReconstrucLion Capital 
 .437,340
 

Chapter III total 
 3,423,586
 

Chapter IV
 

Installments on housing loans 
 _109,987
 

Total Expenditures 
 3,959,1011/
 

i/Differs slightly from the reported total inthe Giza budget.
 

Source: Giza Governorate Accounts
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TABLE X
 
CURRENT EXPENDITURES FOR CENTRAL GOVERMIENT SERVICE
 

MINISTRIES FOR CHAPTER I WAGE AND CHAPTER II OPERATING EXPENSES
 
YEARS 1976, 1979, and 1982/83
 

(LE 000's)
 

Central Government
 
. 1976 1979 1982/83 

Baba 
lervice Ministry .._ I" I: 

Agriculture 21296 
15926 29119 

29299 60498 
55785 

Supply 3963 4008 
 4353
 
r26 752 43
 

Housing and 1880 i457 746
 
Reconstruction 88 
 i942 7416
 

Health 9157 
 440 6058 
4 1i 6926 20113 

Social Affairs 2136 40 
 2152
161S 25056 36594
 

Labor. all. 1147 1637
 

343 332 3168
 

Subtotal 39745 41087 
 75444
 
24164 64307 123569
 

Education 
 8679 9713 13875
 

P61o5 7i89 16097 

Youth & Sport 915 056 4407
 

3163 8065 34000
 

Total 49399. 52556 93726
 
44342 79561. 173666
 

Sourcit OE Budgets, 1916, 1979 and 1982/83.
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TABLE XI
 
CURRENT EXPENDITURES FOR LOCAL COVERNENT SERVICE 

MINISTRIES FOR CHAPTER I-WAGE AND CHAPTER II OPERATING EXPENSES
 
YEARS 1976, 1979, and 19*2/83
 

(LE 000's)
 

Local Government
 

Service Ministry I 

1976 

II 
Babs 

I 

1979 

II 

1982/83 

I 1i 

Agriculoure 13322 
935 

37293 
1718 

88072 
1673 

Supply 1914 
182 

5956 
357 

2002 
833 

Housing and 
Reconstruction 

4552 
1274 

9523 
1394 

23033 
4617. 

Health 42341 
17827 

9000 
26275 

178757 
47009 

Social Affairs 5602 
3300 

12420 
.339J 

j1544 
6611 

Labor. 1874. 
165 

3679 
204 

9424 
376 

Subtotal 69605 
23683 

158871 
33343 

332832 
62119 

Education. 168347 
10764 

268229 
24772 

572088 
52300 

Youth & Sport - - - 12287" 

2259 

Total 237952 
34447 

427100 
58115 

917207 
116678 

Source: COE Budgets, 1976, 1979 and 1982/83.
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TABLE XI
 

Comparison of Current Budgets (Wages and Operating Expenses)
 
for Central and Local Services Ministriesif
 
and Percentage Changes from 1976 to 1982/83
 

(LE 000's)
 
Percent
 

1976 1982/83 Change
 

Bab I - Wages 

Local 237,952 917,207 285 
Central 49,399 93,726 902 

Bab II.- Operating Ex. 

Local 34,447 116,678 239X 
Central 44,. . 173,666 292Z 

Total Current Budgets 

Local 272,3Y9 .1,033,885 2802 
Central 93,741 267,392 185% 

Ratio of Totals: 
Local to Central 2,qt! 3.9:1, 

1. Service ministries included arn; Agriculture, Health, Labor, Supply,

Social Affairs, Housing, EducaLion, Youth and Sports.
 



Decentralization Sector Assessment: January, 1983
 

Appendix E
 

QUOTATIONS CONCERNING TRAINING OF LOCAL GOVERNMENT STAFF
 

As the team conducted its interviews, which covered a basic agenda,
 
as outlined in the methodology (Appendix A),'wti noted that training
 
was often brough% up by the interviewees without the topic being

raised by the team.
 

We have reproduced verbatim quotes from these interviews to provide.
 
an indication of current thinking of several parties concerning the
 
role cf training in decentralization.
 

CIZA GOVERNORATE, NOVEMBER llth 1982
 

I. MR. TAHER EL ASMAR, ASSISTANT SECRETARY GENERAL:
 

"Han has first priority. He has to be properly selected,
 

appropriately trained, and adequately paid".
 

II. MR. ZAKI AIMED, DIRECTOR OF PLANNING AND FOLLOW-UP-:
 

Problems Facing Projects
 

Shortage of skilled labor, Insufficient funding, Inadequate'
 
management, project managementa
 

Shall we design a project and manage it by ourselves, or ask
 
somebody else to tun t?
 

III. MR. OSMAN BARGAT SHARRA, URBAN DEVELOPMENT'OFFTCE:
 

CriticalNeeds: Management Tralning and Technical Training. 
 '
 

1D03560D
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HENOUFIA GOVERNORATE: NOVEMBER 23rd 1982
 

I 	 DR. IIAMDI EL-IIAKIM, GOVERNOR: 

Skills are Needed at Markaz level: 

- Trained engineers for housing and infrastructure projects.
 

- Raising the ability of local decision-makers, l.e. 
councillors. 

Decision-makers are not always up tu the standard required 
by the Local Government System. There is an urgent need for 
upgrading the capacity of local decision-makers, both 
councillors and executives. 

- People at central level are reluctant to expand on training 
local people so as to preserve the status quo. They mention 
that there are not enough resources to meet such a demand. 

Feasibility studies need some prcedural improvements.
 

1I. 	 ENGINEER YASEFN SALEM, CHAIRMAN OF SHEBEIN EL-KOUM CITY AND 
KARKAZ (CHIEF ADMINISTRATOR) 

Inadequate supply of pxofessionals in the areas of civil
 
engleering, accounting, and economics. 

III. 	MR. FAROUK HASSANEN, ASSISTANT SECRETARY GENERAL 

Training is too theoretica± and unaccepted. It should be 

followed by on-job training to ppn skills. 

Skills demanded by the Covernorate:
 

Planning, Financial-management, Civil engineering, Economics 
(Economic Analysis) , 	 PublicGeneral Manag- ment, Administration. 

IV. 	 I'. HELMI ZATTAR, CHIAiRMAN OF ASHMOUN CITY AND MARKAZ (CHIEF
AD'I NISTR.ATOR ) 

We don't have a management system but we have management by 
personality.
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QENA 	GoOVERW4ORATE, December 2, 1982
 

I. 	 KR. ABD EL-HA!M EL SEIDEYP GOVERNOR
 

The future is for Decentralization. It Is Inevitable.
 
How2ver, it needs reinforcement and support by qualified
 
people. Appropriate qualifications and expertise are lacking
 
expecially those related to technical functions, planning
 
tasks, and general management.
 

The conflict between centralization and decentralization has
 
led to the domination of centralistc. They over-powered
 
localists thruugh retainment of experts and technologists.
 

As localists, we are hoping to be able to depend on local
 
goverr4ent personnel in the governorate. They need training
 
and development to acquire skills. This effort should be done
 
in Qena, not at Cairo.
 

Hanpower people distribute personnel lacking expertise and
 
unresonsive to needs. We need on-the-job training and
 
in-service training rather than academic exercises.
 

II. 	MR. MOHAAMED NASSER, DEPUT% GENERAL DIAECTOR, FINANCE
 
DIRECTORATE.
 

Qualified people are products of operational training and
 
skill-buildirg as well as applicat4on .nf whatever acquired
 
knowledge and skills. Training becomes faulty when It touches
 
a dimension not re.ated to budgeting and planning.
 

We need training in English Language and optimal methods of
 
management. We want some practical training (for Instance, 3
 
people from ea~ch ,overnorate).
 

Tht 'suitable period for training of financial-management
 
perronnel is the months of January, February and March; that Is
 
before the date of expiry of current FY and preparation of
 
final accounts.
 

cp3'
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MINISTRY OF PLANNING, DECEMBER, 9th 1982
 

MR. 	MOHAMED LABIB, FIRST UNDERSECRETARY OF STATE, HEAD OF REGIONAL 
OFFICE FOR GREATER CAIRO REGION.
 

- There is no development-strategy for each. governorate. They do 
not know how to formulate it. There is no sense of strategic 
pl .nning. Governorates do not ::now how to plan nor do they know 
how 	to implement it.
 

-	 Governorates lack trained people' who have the knowledge and 
skills in planning.
 

- 1When you deal with people in the governorates you would find 
them inefficient . 

. -	 Planning, now, ip a seasonal work. 

-	 Lack of Developed Human Resources because of: 

1) 	 Insufficient incentives to attract qualified people. 

2) 	 Lack of qual'fied people leads to losces in unspent 
appropriations, and people begin to question the usefulness 
or otherwise of the local government system as well as tb 
regional-planning-approach. 

-	 Training prograns are needed: 

- We conduct training courses inassociation with Kalyubia 
governorate but we are not satisfied with its impact. 

At present, weight is given to theoretical aspects and less
 
attention is paid to practical dimensions and applications.
 

Planning an~d budgeting people at all levels are demanding 
training in goal-setting and resource-management. 

MR. HELMY ARD EL-GHNAMEY, UNDERSEC;RETARY OF STATE, HEAD OF REGIONAL 
PLANN..IN G OFFICE, NORTH-UPPER EGYPT REG.ION: AND SUPERVISOR OF 
AGRICULTURE AND FOOD-SECURITY SECTOR, MINISTRY FOR PLANNING. 

- Host of the governorates have no qualified people to identify 
their needs. 

- Covernorates have very limited experience ina planning and 
.implementing public utilities projects, as well as compiling 
feasibility studies.
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We would like the governorates to depend on its own human 
resources otherwise they will continue to submit to central 
Impositions. • . • 

- Start with training people. They should be exposed to new ideas 
and coordinative devices useful for integrating the planning
 
process within the governorate and between governorates.
 
Without .aplanning staff they will remain dependent upon Cairo,
 

NATIONAL INVESThENT BANK, JANUARY 13, 1983 

MR. FAWZI ATTEA, DR. MOHAED FAItY, AND DR. AREF EL SAYED. 

Each Governor and Minister comes forward with plans. They need some 
assistance, the regional planners are working but they are not 
supported--.raining in plann-ng is very important.
 

Staff in our hank need acedemic arid practical training. We are 
preparing a proposal. 

SECRETARIAT FOR LOCAL GOVERNMENT/ORDEV, JANUARY 4- 1983.
 

H.E. HCCMED AMEMD LAUDIB. 

.Develorient 	 Decentralization (DDI) is a seed. The trairning programs 
for the ±ocal people's councils have been very effective. Training 
is difficult to evaluate directly, Let there is no doubt that it. 
gives a great push to the benefits of the project.
 

Training and skillc are requircd in the Harkaz--new ideas need to be
 
developed. What is missing is the training program and we will put 
it in the Sakkara Center. 

CENTRAL AGENCY FOR ORGNIZATION AND ADMfINISTRTION: JANUARY 5th 1983 

DR. HASSAN TAWrIK, HEAD OF CENTRAL AGENCY FOR ORGANIZATION AND 
ADMi NIST RAT ION: 

In each governorate there operates an administrative-training center 
functioning "within the portfolio of the organization and. 
acdninistration directorate.
 

Ministry of Manpower and Vocational itaining concentrates on 
vocational training, but the Central Agency for Organization and 
Administration focuses on training public servants. 



E-6
 

There is some shortage of certain types of University graduates. We 
try to cope with it through the re-training of the su.rplus graduates 
in other areas of shortage. ' 

MR. ABD EL-FATTAH EL DALEY, REPRESENTATIVE FROM GIZA, NATIONAL 
ASSEMBLY, CHAIRMAN, COMITTEE FOR LOCAL GOVERNMENTt JANUARY 6th 1983 

This new system of Local Government requires some training programs 
to teah the concepts of decentralization. Even, the governors and 
those who occupy key-positions in local government bureaucracy as 
well as local councillors are in need of such programs, -- so that 
system may reach real local self-government. 

Leadership of local government is untrained. This equally applies 
to elected and appointed personnel.
 

Training is inevitable. It is necessary to develop the ideas and 
abilities of those involved in the local government process. - We 
need to Leach self-reliance in 10 or 20 years. 

Train~ng of local leadership in priority-setring and formulatirz 
objectives is very much demanded. Subsequently, the allegation made
 
by cet.tral bodies that local leaders are incapable of determining 
their needs and/ot planning loral development projects would be 
countered. 
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Appendix F 

PRIME MINISTER'S SPEECH ON DECENTRALIZATION
 
DECEMBER 21, 1982
 

Beiow is an unofficial translation of Prime Minister .ouad 
Mohiedin's speech to the opening session of the Conference on Local
Covernment Finance. The conference was organized by the National
Union of Administrative Societies, at the Arab League Building in
Cairo, and was attended by over 500 d:legates from all parts of the 
country.
 

Tha speech provides a concise 
 reviev of current COE thinking

regarding decentralization, especially the, financial aspects of the 
process.
 

THE SPEECH
 

- The Chairman of the Confcrence,
 
- The Sponsor of the conference; Adel Abd El Baki,
 

The Minister of Cabinet Affairs and Ministerthe of the 
Administrative Development.
 

-
 Ladies and Gentlemen the members of the Confereace
 

While this conference is held a response the desire of
as to the

popular and the executive leaders at the national and the local
levels, it is also a continuation of the diacuasions arisi-g from
time to time about the situation of local government on the map ofthe social and 'economic development. These followed the passing of
th~a current Law of Local Cov .rnmert No.50 of 1981, which enlarged
the role of local governmeat in production and service activities as
welt as promoted the practicing of democracy in decision-making and 
control. 

?ou all know that management and development of the financial 
resources in the localities is one of the main subjects which needs 
more study and more discussions. It is very essential to look for 
new methods to support the financial capacity of the localities to 

1974D/06.Dgbk 
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assure the positive contribution of the local'units to comprehensive, 

development. 

In fact, the local financial capability i's a very important element 

for the local units so that they can perform their service and 

productive roles efficiently and effectively. It also is a major 

force for local and regional development.
 

is a vital matter forThe finanrial capacity of the local councils 
the practice of the local government which rims at responding to the
 

the needs of the citizens in the villages
requirementb and filling 

and the cities. In the meantime, it reflects the width and depth of
 

the experience of decentralization in Egypt. It also expresses the
 

size of role of the local government in using local and national 

resourcgz and wealth in response to present and future changes in 

the social and economic environment.
 

This financial capability requires comprehensive changes in the 

structure of lcrel government finance. They must move from the 

stage cf dependence on the central support to the stage of self 

reliance in collecting and managing the financial resources. In 
tools,addition, local government must adopt developed management 

whereby planning and mcnagement canacity could be upgraded. This 

is, along wit'h measuting its success in managing services systems 

and aenieving goals determined within the framework of national and 

regional policies. This is correlated with reducing the 

between the variops local communities. Indevelopmental differences 
my opinion, the starting points in development are the local units
 

835 vilages, 172 cities, 145 Markas, 35 districts,which comprise 
into a frame of eight planning
and 26 governorates - all clustered 

regions. These units are responi-ble to perform 26 service and 
of the lotal government.economic actJvlties in accord with the la:ws 

(Laws 43/1979 and 50/1981)
 

The inccease iii size and kind (quantity and qu~ality) of the activity 
to several sbcial, economic,of the local government: units is due 

factors. The following must be

administrative and political 


mentioned: 

Egyptian1- The continuous increase in the standard of living of the 
i~ncrease ircitizen in recent years during which the rate of the 

titan 8.5% yearly.' This hasthe national income reached no less 
of many public goodsbeen accompanied by an increase in demand 

and kind of servicesand services, Consequently the size 
performed by local government units has also increased. 
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Simultaneously the level of specialization and reliance on modern 
technology for performing these services has Increased.
 

2-	 Applying the principle of decentralized support and reinforcement 
of the local government through using resources not limited to 
.appropriations made available by the annual national budget.
 
These are locally collected and directed, -such as, the funds snd 
accounts of services and local development, the industrial
 
servides committee, the economic housing fund and the funds 'for 
cleaning and roads.
 

3-	 Increase in size and kind of citizens participation in the local 
communities in preparing the national, regional, and local plans 
according to tht regional planning system. This was accompanied
 
by an increase in the self help efforts of the citizens. Their
 
contribution in establishing the national banks for popuiar
 
development in the governorates is one of the most important
 
developments.
 

4-Irrrease of the size of grants, loans, technical assistance and 
training given by the friendly countries-and the international 
agencies to support and strengthen the activities of local 
zovernment in the villages and citiev the amount of local 
government spending reflects the scale of the grants-in-aids 
extended by the state to local government units spread throughnut
 
the country. Those will step up the capacity to improve and
 
manage public services and utilities assigned to it by natione!. 
planning and budgeting laws.
 

The conference has some four sub-themes concerning local finance 
structure, managing and planning local development, self-help 
effo:ts and its implicattons on local development and ratior-lizing 
local government spending.
 

• It will be very useful if this conference pays attention to the 
following subjects : 

A. 	 W'hat are the scientific weans to develop local budgets to 
integrate the processes of planning, finance, and 
management, on the level of the local community, among tjie 
governorates of each economic region, and among the eight 
economic regions. 
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B. 	 How to encourage joint financing of the large scale projects 
among the governorates of each economic region? What would 
be the best way to distribute the benefits of these projects 
to the contributing governorates? 

• C. 	 How to increase the rationalization of the localities 
investment decisions through the planning 'process? What are 
the effective methods to develop and train local and 
regional leaders who are capable of planning, financing, and 
managirg social and economic projects in the governorates, 
the cities, Harkaz, and the villages. We should realize an 
annual growth rate of 25% in national product over the 
period of the five-year plan: 1982/83-1986/87 ? 

D. 	 What are the most suitable ways to increase the localities' 
oependence on their own resources for financing local 
developmert, while lessening their dependency on central 
government's grants, and without burdening the citizens with 
new taxes or relatively high fees...?
 

In fact, obtaining relevant answers to there 'issues; In addition to 
the conference discussions will promote the introduction of some 
novel interventions that would support the local government system 
and ensure progress along the right path. 

End of speech
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FINAL STATEMENT AND CONFERENCE RECOMMENDATIONS
 

This Conference was held in response to the requests of the
 
nailOnal and local, executive and elected leaders who are concerned
 
abouc local 
government. Tho Central Agency for Organization aid
 
Administration (Executive Development Program), and the 
Union of
 
Administrative Development Associations, 
 both believe in the
 
important role that localities have in financing and executing
 
social and economic development projects through active popular

participation, and also that the local spending should conform with
 
self-reliance principle.
 

The 	five goals of the conference were as follows:
 

1. 	Development ef the present financial resources.
 

2. 	Creation of new financial resources.
 

3. 	Integration between local finance, local and 
regional plin:.ing
 
and in improving management of present and future financial
 
resources.
 

4. 	Increase of self-help efforts by the local societies, and
 
raising the standard of finartial self-reliance.
 

5. 	Raising the effectiveness of the local/national general spending.
 

Dr. Salah Hamed, Minister of Finance, opened the Conference on
 
behalf of the Prime Minister
 

The conference was held in the Arab Leagu.e Building in Cairo,
 
from December 21 to 23, 1982
 

Mr. Adel Abdel Baki, the Minister of Cabinet Affairs and the
 
Minister of State for Administrative Development made a speach, and
 
Dr. Hassan Tawflk (Conference Chairman) pronounced the conference
 
theme.
 

DIV
 



The conference brought together ab,;,t 390 members representin8
 
popular and executive councils in the governorates, General
 
Secretariat of Local Government, Organization for Reconstruction and
 
Development of the Egyptian Village, Vocational Agencies, Councils
 
of districts, cities, and villages, finance directorates, competent

ministries and universities, scientific research centers, the
 
Natfonal Assembly and Shura Councils, the specialized national
 
councils, basks, the Central Agency for Public Accountings, the
 
Central Agency for Public Mobilization and Statistics, the National
 
Investment Bank, 
 the Ministry of Planning, Trade-Unions,
 
Administrative Development Associations, the Highest Council 
of
 
Culture, Sadat Academy for Management Sciences, General Secretariat
 
Republic to Presidency of the Armed Forces, Organization for
 
Control, General Organization for Administrative Illumination, Rural
 
Electrification and the Graduate Students of Universities.
 

The Conference Board is formed as follows:
 

- Dr. Hassan Taufik 
 Chairwan of Conference 
- br. Ibrahim Abbas Omar General Rapporteur 
- Dr. Youssef P!del Wahab General Supervisor 

The Conference is divided into 4 committeqc formed as follows:
 

1) 	 Committee of Structure of Local GCwvrnment Finance.
 

- Mr. Ahmed Abou Khodair (Unlcr-Secretary of Ministry of 
Finance/Assiut), President 

- Hr. Ahmed Metwalli M. Badawi (Ass. General Secretary) 
Deputy President 

- Mr. Mohamed Kamal Shaaban (Under-Secretary Ministry of 
Finance - El Minia), Convenor 

- Dr. Samir Hakim, Advisor 
- Mrs. Inas Hanna, Technical staff 

2) 	 Committee of Managing and Planning Development in the
 
Localities:
 

-	 Dr. Youssef Abdel Wahab, President
 
- Mr. Nasr El-Din Kaeed, General Secretary of Qena 

Governorate, Convenor 
- Dr. Moftah Galal, Advisor 
- Mrs. Afaf Kamel Ahmed, Technical Staff
 

K'
 



3) 	 Committee of Rationalization of Local Spending; 

- Mr. Abdel Honeim Omara, Ismailia Governor, President 
- Mr. Fawzi Attia, National Investment Bank, Deputy President 
- Mr. Mohamed Talaat Osman, Chairman of El Amria District, 

Reporter 
Mrs. Laila Nassif, Technical Staff
Dr. Hohamed Nasr Mehanna, AdvisorMr. Nahil Kilani, Technical staff 

4) 	 Committee of Self-Help Efforts: 

- Dr. Haadi El Hakim, MenoufLa Governor, President 
- Hr. Mohamed El Kholi, Secretary General, Sharkia 

Governorate, Deputy President 
- Hr. Hussein Daoud, Convenor
 
- Dr. Samir Tobar, Advisor
 
- Hr. Azmi El Sheikh, Technical staff
 

Fifty five special studies and research papers were prepare-! by 
local administrators, experts, finah.clal specialisti and university 
professors, and presenta-.' to the conference.
 

RECO6MNDATIONS 

After three dayr of discussion, the committee members have made 
the %ollowing recommendations: 

IN THE rIFLD OF LOCAL GOVERNMENT FINANCE: 

1) 	To reconsider and to re-adjust Law No. 222/1955 which 
prescribes a special fee for property improvements, so that
 
evasion of the fee is more difficult.
 

2) 	 To reconsider all kinds of ic'es, which were prescribed 
according to oid ministerial decisions and laws, especially 
those concerning local fees; and readjust Law No.50/1981 to 
give local popular councils the right to levy additional 
local fees or change their rates.
 

3) 	 To survey tax arrears, in addition to encouraging 
collecting agencies, by offering suitable monetary and 
non-monetary incentives. Also to impose fines for I'.e 
delayed payment according to the rules followed by the 
general taxes. Proceeds from the collected fines are to be 
added to the Local Serv. ces and Development Furd. 

toqt
 



4) 	 To give governorates3 freedom to secure special loans 
to
 
execute their investments projects in accord with the
 
nation's general plan and budget, and to secure revenues
 
for projects reqtring loans through economic feasibility
 
studies compiled by localities.
 

5) 	To regularly pay to the Local Development and Services Fund
 
the proportion allocated for social and medical projects

from th cooperatives, public companies and local projects.
 

6) 	To amend the Companies' Law in a way that will permit the
 
allocation of a part of comppnies' profits for the
 
localities where these companies are established. This
 
should be an obligatory part of their social responsibility.
 

6 

7) 	 To give localities the permission to deposit a part of
 
their cash and monies from their various funds in the
 
commercial banks to benefi, from the return on these
 
deposits (including foreign currency) ; while informing the
 
Hinistry ^f Economy and the Ministry of Finance thereof.
 

8) 	 To advise the Cabinet to expedite regulations essential for
 
managing the economic-housing projects' account and the
 
land reclamation account, as i'ithorized by the local
 
governmant law. This will enable development of their
 
revenues.
 

9) 	To recommend that total proceeds of general taxes be kept

by localities In order to ":leviate the central governments

responsibility for grants-in-aid. Zxcesses above etstimated
 
expenditures would be repaid to the na'..onal treasury.
 

10) 	To benefit from finances made available by the specialized

banks, commetcial bankb, and popular development banks, in
 
order to increase projects' investments in localities.
 

11) 	 Local Services and Development Fundr are to participate in
 
financing the big projects; which serve "more than one
 
locality.
 

12) 	 To urge commercial and specialized banks to participate in
 
funding localities' projects, in order to benefit from
 
direct investment instead of loans, and increase the rate
 
of participation by banks in the development projects.
 

"or
 



0-6
 

13)' 	To ensure equity in distributing funds, appropriated in the
 
investment chapter of the general budget (BAB III), among
 

the. governorates, while taking into consideration
 
governorates' population, resources, and geographic
 
conditions.
 

IN THE FIELD OF SELF-HELP EFFORTS:
 

1) To recommend banks, through the Central Bank and the
 
Hinistry of Economy, to stick to the framework of supports
 
decided by the National Government in favor of some
 

any
soclo-economic sectors. Also to avoid adding 

increments that would increase investment cost and lead to
 
losing the support's advantages.
 

2) 	To establish local corporations by equal shares from the
 

Local Services and Development Fund, people'b savings, and
 

the private b-ctor, according to a local development plan.
 

3) 	 To activate popular agencies' and party organizations to
 

mobilize citizens by using loyality, leadership and
 

planning., aimed to achieve popular participation through
 
investments.
 

4) To increase popular awareness of decreasing waste and
 

losses in production and consumption; In addition to paying
 
.nd
attention to the raintenance of all kinds of equipment 


products.
 

5) 	To give governorates the right to choose the ways of
 
dealing with public properties, such as cultivated lands,
 

are 	 essential
fallow, and desert areas, since they 


development: resources of the governorates.
 

6) 	 To encourage establishment of small projects in towns and.
 

villages; aim'ing to return them to their original nature as
 

productive communities, and to make them better able to
 

meet the needs of their people and export their products to
 

big cities.
 

7) To pay attention to the local development societies as they
 

rpise social and economic
* 	 are voluntary agencies, aiming to 


levels of localities.
 



0­

8)' 	 To arrange training courses for local popular councils'
 
members in the field of popular, development and self-help
 
efforts; aiming to make them more able to participate
 
actively in development.
 

9) 	 To. benefit from the experience and capability of the
 
productive families project, of the Ministry of Social
 
Affairs, by supplying them with loans from services' funds
 
and securing reinforcements from other ways of financing.
 

10) 	The Organization for Reconstruction and Development of the
 
Egyptian Village (ORDEV) and its departments in the
 
governorate are asked to encourage people coming back from
 
abroad to participate in the productive projects in the
 
country-side.
 

11) 	 To support cooperatives on different levels as they are
 
useful means of popular participation In development.
 

IN THE FIELD OF MANAGING AND PLANNING LOCAL DEVELOPMENT:
 

1) As we believe that localities are essential to development,
 
it is recommended that they be given them more flexibilit­
in executing the plan according to local circumstances;
 
after informing the Ministry of Planning and the National.
 
Investment Bank.
 

2) 	 T3 collect, organize and classify information on different
 
local levels, in order to achieve the purposes of planning,
 
monitoring and evaluation.
 

3) 	 To pay more attention to programs of birth control, aiming
 
at solving the problem of Increased populatiun, and,* to
 
reach the goals of the development plan.
 

4) 	 To apply the results of 'cientific research in order to
 
serve development purposes.
 

5) 	 To ensure realistic implementation of regional planrung in
 
the governocates, so as to realize social and economic
 
integration between governorates.
 

6) 	 To strengthen coordination between central, regional and
 
local planning agencies, to enable them, to achieve their
 
shared goals.
 

7) 	 To improve civil service structure (organizational .
 
hierarchy) in localities; to give employees a chance to
 
fill higher positions as practised at the central level.
 

~101 



8) .To plan proper distribution of resources in order to meet 
and services, and rationalizesociety's needs for products 

general spending in localities.
 
, 

In this respect the Committee recommended the following:
 

a. Survey localities' needs 	of services' projects, preparj
 
informationfeasibility studies using accurate data and 

priorities in thedetermine actual- cost; decide execution 
light' of local needs and the resources made available 

annually.
 

Also, it is recommended to arrange these data and 

information in due time as scheduled in the, program, to 

rationalize local public spending.
 

b. 	 Benefit from the successful experiences in localities 
imum utility of resources; whilerelated. to realize the m: 


seeking rihe help of .eighboring govoernorates' and
 

in order to save expenses.potentialities 

C. 	 Support the regional and local planning agencies with
 

,killed staff so that regional proects are coordinated and 

the maximum use of resources is realized. 

budgets in Lhe governorates9) 	 Reconsider systems of preparing 
to permit designing a special budgeting system. (le
 

preparation and execution).
 

IN ThE FIELD OF RATIONALIZATION 	OF LOCAL GENERAL SPEHDING: 

which have to be wellHuman resources are the basic pLllars
prepared and trained, tn order .0 crC^-te the capability to realize 
the required rationalization in general spending. 

In this respect the committee recommended he following: ' 

1) Choose the suitable cadres to work in localities, and 
of the aforesaid recom mendationsencourage the execution 

concerning the transfer of employees from central agencies 

to Iocali'!L-es. 

2) 	 Offer employees psychological and material stability to 

enable them to feel affiliated and loyal to their' local 

areas, and expend available resources in the proper way. 



G-9
 

3). 	 Request specialized authorities, which have experience in 
the field of training, to design training programs to 
develop employees' abilities and talents; in order to
 
realize more rational local spending. In addition to apply
 
vocational training for employees whenever needed for
 
achieving rationalization. It is essential to benefit from
 
previous experience and the expertise of those who work in
 
specialized institutions.
 

4) 	 Incentive system is to be tied to production so as to 
rationalize expenditures. In addition, offering Incentives 
to localities' employees in order to preserve human 
resources; and keeping them from moving to'work in new 
economic activities.
 

5) 	Apply rationalization of expenditures to purchases and 
procurements, taking into. consideration the Inventory, 
which coud contribute to new investment projects. 

6) 	 Be concerned about follow-up -- d monitoring implementation 
of projects and to continually evaluate how efficient their
 
execution Is.
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AVPENDIX H 

USAID DECENTRALIZATION ACTIVITIES
 

A brief d'escription of 'the activities which comprise the 
decentralization Sector Support Program follows: 

1. 	 Development Decentralization I (DDI) 
2. 	 Basic Village Services (BVS) 
3. 	 Provincial Cities Development (PCD) 
4. 	 Decentralization Support Fund (DMF)
 
5. 	 Neighborhood Urban Services (NTS) 
6o 	 Decentralization Program and Activity Budgets. 

(from Decentralization Sector Program Agreements: August 
29, 1982)
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1. Development Decentralization'I 

Begun in FY 1973, this project furthers the Government of 
Egypt's program of decentralizing government functions by financing 
a revolving loan fund program that aims to increase the autonomous 
revenues of village councils throughout Egypt. Loans are made to 
village councils for -ncome producing projects; the income provided 
is used to augment the "account for local services and development, 
which was authorized for village councils to use for autonomously 
determined purposes. Funds are also provided for technical 
assistance to, help improve the development planning of local 
administrators and the financial viability *of selected subprojects. 
Hore specifica y, the project consists of the following.components: 

(a) Establishment of a Local Development Fund (LDF) within tho 
Organization for Reconstruction and Development of the 
Egyptian Village (ORDEV)o 

(b) 	Establithment of an ORDEV Training Academy which provides 
training for local ORDEV personnel, governorate, village 
council and executive committea personnel. 

(c) 	Parrl.ipant training for ORDEV, Covernorate village council 
and 	executive personnel in the United States and Third 

-Countr.5' " in Asia, Africa and Latin America. 

(d) 	 Evr "2Aution and analysis of LDF impact on the recipient
 
villages, and the operations of the ORDEV Acadumy.
 

o. date, over 290 loans totalling $6.2 million have been 
awarded by LDF. Over 2,000 local government and village officials 
have attended seminars and training courses. Over 60 have traveled 
to the United States, and another group fo 35 at the Univers~ty. of 
the Philippines Institute of Small Scale Industry.
 

A computerized record-keeping sy .em is being developed so 
that each project can )%3 monitored and evaluated. The information 
in the records w11l also be analyzed to assist with the planning of 
future projects. In FY 1981 *15 million was added to the program 
including *12.2 million of additional capital for the fund and over 
*2 million for technical assistance and training, raising total AID 
commitments to this project to $26.2 million. 



2. Basic Village Services 

At present grant funds are provided' to rural villages in 
twenty governorates for the construction of rural infrastructure 
projects. Eligible projects include, but are not limited to, 
potable water systems, feeder roads, ground water arid sanitary 
drainage, abbatoirs, and the lining of canals. The primary intent 
of the project is to strengthen the administrative/management 
processes and skills in villages and districts in participating 
governorates. "articular emphasis is placed en the involvement of 
the elected village councils. Sy the end of AID's involvement in 
this activity the choice and implementation of all subprojects 
should be done at the village council level. 

The pruject provides $220 million for village level 
infrastructure improvements and $10 million for surport. and training 
to develop administrative and managerial skills. An Information 
system will be implemented which will enable the entire project, as 
well as ind vidual village projects, tu be monitored and evaluated. 
Results will be built into the design of future village projects. 
The funds are provided through a $75 million P.L. 480 Title III 
Agreement and an AID Grant of $145 million. The P.L. 480 Title III 
portion of the program was Initiated late in FY 1979 arid the AID 
Grant Agreement was signed in AugusL 1980. Over the life of the 
project village councils re expected to construct well over 5000 
locally conceived and locally *dministered projects. After three 
years, all twenty rural governorates are included in the program, 
approximately 3600 prcjects have been approved for execution. 
Durii. the first two years of the activity 753, of 1265 approved 
projects, were cumpleted. As of 12/31/82, the activity has spent 

.$61 millicn of th AID grant and $45.0 million of the Title III 
money. 



3; PROVINCIAL CITIES DEVELOPMENT
 

"This grant, authorized for $75 million in late FY 1982 with an
 

initial, obligation of $20 million, funds activities designed to
 

enhance local government and institutional capabLilties of three
 

provincial cities (Fayoum, Minia and Beni Suef) to identify, plan
 

for, budget, finance, construct and maintain urb2n inflastructure
 

" 	and public services at the municipal level. The project finances
 

technical assistance, operating and maintenance improvements and the
 

design and construction of infrastructure projects, particularly for
 

water and sewerage. The latter will encompass Improvement and
 

extension of existing water systems aid wastewater facilities.
 

The larger goal of this project is tc assist the. COE to
 

achieve its policy objective of economic and -administrative
 

'decentraliztion and to foster a more effective urbanization proces
 

at the secondary city level. It will help expand decision-making
 

capacity on the broadest possible basis by providing loc.1
 

government decision makers with experience in the allocaticn and
 

utilization of resources and In developing the financial and o'#".r
 

mechf -tsms to carry out their develoment programs.
 

The General Consultant has been in Egypt since June 1982 and
 

Resident A~visors are working in each of the Cities. Approximately,
 

LE 2.1 mlll on has been .expended in the Cities on equipment,
 

to
infrastructure, and training. Work is underway produce Master
 

Plans by mid-1983. Of the original *20 million obligation, over *10
 

million has beern sub-obligated. Expenditures are expected to
 

increase rapidly in 1983.
 



4. Decentralization Support Fund
 

The purpose of the project is to support and accelerate the
 
process of administrative decentralization to rural governorates by
 
inereasing investment budgets under their jurisdictions. The most
 
immediate result will be the supply of capital equipment. The
 
infusion of the equipment and the experience gained through the
 
planning and procurement phases of the project should strengthen the
 
decentralizaticn process.
 

The strategy used to. achieve the purpose rests on the pressing
 
need for equipment in the governorates to provide essential
 
services. B) making funds for equipment available, services
 
principally aanitation, health and transportation can be expanded
 
and existing infrastructure better maintained.
 

From AID's obligation of $75 million for this activity, this 
project makes. a total of approximatz.y $3.57 million in foreign 
exchange available through the national budget to each of 21 of the 
26 governorates in Egypt. These amounts, which are available to the 
governorates in their investment budgets, are being used to purchase 
needed capital elu~pmeL in the United States, AID funds are also 
paying fu,. spare parts and other Laintenance requirements for the 
equipment. 

Training will be provided to ensure the correct operation and
 
maintenance of the cquip-nent.
 

As of December 31, 1982, $21.2 million has been disbursed out 
of $ 4 milli-n committed in procurement actions- The 21 
Governorates have received equipment worth $18.1 million. 

USAID is planning an evaluation of the DSF in February 1983.
 
The expansion of the project by $25 milli.rA to a total of $100
 
million is depende.t upon the results of this evaluation.
 

http:milli.rA
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. ~Neighborhood Urban Services
 

This joint undertaking of the COE and AID seeks to enhance the
 
institutional capabilities of urban local government units, Egyptian

private voluntary organizations and neighborhood associations
 
througti the'process of producing modes-sized (averaging LE 60,000)

neighborhood-level public services and 
infrastructure. This effort
 
during the five-year (1981-1985) life of project will address 
some
 
of the'greatest unmet needs of 
the urban poor in Greater Cairo and
 
Alexandria. The U.S. grant contribution of approximately $89.0
 
million will finance (1) program funding for subproject activities,

(2) technical assistance, (3) training, and (4) evaluation. The COE
 
contribution of an estimated $13.9 million equivalent will fund (1)

staff, (2) indirect project costs, (3) training support and (4)

maintenance for subptoject activities.
 

The.public works programs financed will be jointly identified,

developed and executed by the local officials and residents in th2
 
participating urban districts and 
 should enhance the living

conditions and economic climate in thos 
areas. While three-fourths
 
of all tha subprojects will be implemented through the District

Administratlve Units, 
a large number of smaller activities are to be
 
conducted 
 through local private voluntary organizatlans and
 
neighborhood associations through a spacial grants committee.
 

This project was authorized in late FY 1981 for 
$89 million
 
with an initial obligatan of $20 million.
 

An additional t16.5 million was authorized in FY 1982. 
 As -f
 
12/31/82, approximatelv $8.4 million has I-een disbursed for district
 
and witrntary organfzation projects.
 



.RI.;ZATI0N PRO(,,Wi4 A.'I) AMIVITYProgram number 263-K-605 	 DroC.FJ UDES 

(Figuies are in millions of dollars or Egyptian Founds) 	 IWIPRIM of 

current ivC.ON| rrITIcOjS Ral: 
ohlva:,'d U.S.$
 

G.O.E. 	 coiisule tc
AID AID 	 All) AID TiE 

FY 82 After FY 32 2/ "WTIAL III 	 Egyptian MI-'f, 

PROGRAM/ACrIVITY Defore FY 3I / 

$ - lie LE $tn : Dcentralization Sector Propram $ $ 
I qI 

Activities: 

605.1 Dcvelom'vnt DWcentralization 1 26.20 4/ ... 26.20 1 -­ 4.40 39.70 (7511 

605.2 Bisic Village Services 70.00 30.00 4S.D0f (45.00) 14S.00 75.0n 31.40 p4.(21(q ) 

67S.3 Provincial Cities Development 20.00 -5.01 (31.0) :S.o . *- 20.90 7.Pn tI 

60S.4 Decentralization Support Fund SO.00 2S.00 25.00 (--*) 100.00 ... 16.60 5.00 (!-) 

605.3 Neighborhood Urban Services 20.00 16..O 52.50 C52.50) mos* -- 9.73 30.90 (st) 

6n5.6 Other 5/ - 3.Su 16.50 (Mon) 2C.00 .. 

Total 136 20 7b.00 1l4.01. (120.11) 	45S.20 75.no 90.03 .147.S5 (c71J
 

1/Minimum AID contributions granted under previous authorizations per Section 2.1 of the 	Program Agreemaent
 

Subsequent increments'2/ A.I.D.Is contribution to- the total Activity will be piovided in Increments, in accordance with Section 3.1 of this Agreement. 


iill be subject to availability of funds to A.I.D. for this purpose. and t, the mutual Agreement of the Parties, at the time of a subsequent increment to
 

proceed. )he figures in orackets in this column are the proposed m;,xinum dollars convertible to rgyotlan pinds.
 

uS$ 1.00 -3/v?).3/ GOE contributions will be in LE. Dollar figures shown in earlier agreemerts have been converted at the exchang. rMe of LE 0.83 U f*. 

the purpose of this Agreement. 

4/ 125.000 US-oned Egyptian pounds also obligated under this activity.
 

5/ To be Pgreed upon in future Activity Protocol(s).
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DEXOI'P T DCrXIVAI.IZATI()J I ANrTVITY MJIW*FT 

or rrYrtian pounds)
- (Figures are in millions of dollars 

currenitly
CC.NIITJ(S TI(It 

crilie to 
AID TITLE 31 

Vgyptian mradt.AID M11 G.O.F.Ail After FY 02 i" lOtAL.AID 821/ FY 82-. Before FY
IVITY Ii

$SS eI .. l,.$ ... ­
...n~r zationFundi CaPital 18.57X 

0.10 
.... 

_S.:_ eDeveloe ent 

70ntn 7 4/ 
... 


--..
2. 794/ 
-

n." 

, s stance .. 0
echn ical 5 - ­

. ".? 

.. -" •2.92 SI 11.36 ...rainin g Dnt 1.21 6/$ .. + .. ' 

0 .36 35 

aties
]O -. d llation - -"00"35 


u t io f/Research
.%acontingrncy/ln 
f7r-)"0.710 

- "4.1
7 6.20 

2 6.20 *-. 

-Total 
2 of the Pr ram Apreement 

- -

IncreeenIt 
authorizations per section 

or this Agreement. SuSteqint 
Section 3.1 the ti-e of .,,a ,,wt incrnt to 

/ Minimum AID contributions granted under previous 
In increments, in accordnce with rties, ,t . 

be provided to _mt-,l,_Agreeme.of the 
nActivity will nd the 'ypt i pounds.to the total purp.s,. to.fohis/A.l.D.'scontribution .. D. sed i do lars*c.o,vert ble 

rax mbe sujct to avalblity of funds to 
the propoi in this columare 

figures in bracketsTheroceed.1

the purpose ofthis Protocol.
 
under this activity. 

Fy~tian Pounds. also obligated 
4/ 75,000, US-owed this activity. 

39,000, US-owned Egyptian 
Pounds als' obliated 

under 

5/ 
ouns also obliated 

under this activity.
 

6/ 1,000, US-oned Egytian 




--

BASIC V.JIJ.CF sIvvirS ACTTl"Y PIJ'r. 

(Figures are inmillions of dollars or rgYPtian PO'"ds) j;.rimJr or 

COMNR!UNS FRO'I:Curnl bbij te U.S. $ 
cont i ble to

AID T1TLF 3/AIAID AID 
After r a 71 workI. 1ill G.O.E. 	 r vptian prids.

Before FY 821/ FY 82
A,7I :," 


$ LF FS $ 	 $
6C5.2:-as:= Vil!age Services 

77.00 -70.1045.00 135.00 

Su-activityv Construction Costs 60.00 1..00 

16.60 .
...
ln;irect S i.bactivity Costs 


-.. " "-

'-..0 

Ir.fras:-uctu:e Mainte.-.nance Fund 

-- 6.40
6.4 	 ... 

2.Sn -. &a." 
Te:'.-ical Assistance 

2.5
7ra.,. 

11 

.........
ME Staff Support 


,,... (TA and training­
c- Y 0.60 
 ... o.rn .. "-. 

Contingency O.SO . 0. 	 0.1' 

38.40 	 "I5 (01)

70 1!0 30.00 .4.(10(45.00) 145.nn 75.rs


T.tal 


i/ rn--. contribution granted under previous authorizaticns per Section 2.1 of the llrn.ram Airee'ent . 

Activity will be provideJ in incremnss, inaccordance uith Section 3.1 of this Agreement. Subsequ-nt increment,21 A..D.'s ccntribution to the :cta 
the it-utual Agre "ent of the Parties, at the lime of a suhseouent Increwmnt 

.i.l be subject to availability of funds to A.I.D. for this purpose. and to 	 to 
dollars cnnvertihle to E)yptian pMons.
proceed. The f.gures in brackets in this colu'n are the proposed maxim-rn 


1.00-Pa7), for 
3/ G1JE contributions %hilitbein LE. Dollar figures 	shoum inearlier agreenents have bren converted at the exchanpe rate of I. O.Ri -tist 


the purpose of this Protocol.
 

Best Available Dc.:ument
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rM~NtrS -- F1 -'T :_ VM 

,Firjres ar- in -ill,.s of e1Ia" ,t-Fr-.-ian rovm-0. -

AID A;D a:, AID T!Ttr - c.- e,::ie 

"* . TAT. 1t! F. 
AcTIlT . Before FY 021" FY1.C. S.. 

I? -I:
.n5.3:-ov,cia'a Cities Develor"ent $$ 

Capital Costs
 

,
Water Supgy 6.30-z.-. 2..5 -..

3.30 . ?!-*- .a­!'.') 23.7haste water 


Streets 1.10 --- Afn . .1 --. : ­

Sib-Total .12.70 -;A di .fn (S .s S7.2 --- 1.1 

n-
Rlainterance - .--. 

--. 41
Consul:ant Services 4.30 .4. 

4.15In-kind Administrative .
 
Cortingency 2.00 -- l.(F .11) 10.9 -- 2.02 %-


Total 20.f00 .. roff fs.r'o.. 7(P.7c %af I(31.63) 5 

)4inimum AID contributions granted under previous authori:ations rer Spctien 2.1 'of tle Projram Pgrererent.
 

2/A.I.D.'s con:ributicn to the total Activity will ba pro.ided in ircrements. inaccordance .ith Section Y.1 of thi. Apr'-,t. ..a-t ;--.,-.­

the P.,rties, at tbo- tire of a %uhs,,"nticr-'f -

M/ 


will be subject to availability of funds to A.I.D. for this purpose, and to the -tal A~rre'ent or 
proceed. The figures i% brackets in this colur., are the proposed ira mumm dollirs converti!,Ie to Fgyptian pntinds. 

3/GLE contributions will'be in I.E. Dollar figures shown in earlier agreerents have leen con.verted at the exchange rate of IF n.P1 - 12S 1. ' ( ?1..r-­
the purpose of this Protocol. 



n" , ACTIVITY l'IqrrECFInTSTZATWN 1'f.'CS 


bui-.r n!
-(Figures are in Millions or cllnrs r Ery.rti pounds)
~w.Tflno~fP~-___________________curr.,ntlys 

:
AID A AID AID TTITF 31 F TriF1 , 
S 

: [1Fy 2After .Before FY 8211 F" 2ACTIVITY 

i=1


Srort FLT.d $6C5.C::efltlitatiel 

S'l 9P.7- lc.n,..43.70 25.-0EQuipr-ent, total 

""""
 a. Procure-cnt ., 

- l?.• n
b. Mainten.ance & Operatl ... 

c. Anland Transportation .........
 

(LC)d. lation M 

Contract Services, Total 1.30 M M 1.3fn . 1S " .rn 

a. Technical Liasonrp-a.....o ... "*- no r.en . 

b. Procure.cnt Service ... ....... ova i.si . 0.50 

c.Evaluation/Inflation 0.30 • . . 0.30 .... .50­

d. Contingency/Tralnirg 0.60 .... 0f-1n --­

S0.00 25.00 2s.o(o.'n) l(0.n ... - 3f.AO * 5.nnl(VI
Total 


1/ Minlr'un AID contributions granted under previous authorizations per Section 2.1 of the Program A rerient 

Z/ A.l.D.'s contribstion to the total Activity will be provided in increments. I nccordance with Sectinn 3.1 or this Prr'rrnt. Shtnent icur-t. 

will be subject to availability of funds to A.I.D. for this .rrose, avid to the rnit,:ul Rrre,"ent of the rartiec, at 1hw tin. of a steotrnt icrr'-nt tv­
-'r..at tw.ewcbnr'.,Is the propo.ed rnai dollars cenve'rtili'le to r-rrtiar pmirds. ratwe.of ~P0.3. i,.t 1:nn('~ *et 

p oceed. Th,1e figure intbrackets in this column in earlier orrec'rntt h."*e Iirrn cnerted
/ GOE contrihutwens will he in IF..[ol1ar figures shown 

the urpose o this Protool. 
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NE.OGIrIKIOD I RA? cFIVICES;AC 'lVIrY'M .rE 

(Figures are in millions of toll-ars or Fgytlnn Pounds) Imax|m" or 

AID AID 
r()NIRJIMM0

AID 
Ft(!Dt: 

AID TITE 

currently 

s)/oetef ItC 

ACTIVITY efore :f521/ Fl 82 Alter FT 82 2/ 1t(.At. III G.O.E. FFpttin rwl's. 

LF LE.
$nS.S:Nelhborhood Urban Services 


lZ-- O 30.10 (.3.0n 	 6.25 23CI 
District Su'i-proect Activity 11.60 

- 4.3n7.10 11.4P ... 

PRO Sub-project Activity 	 2.11 2.20 


-0.n0 . t.0 - 2.90 
Staff Support 0.00 O.Pf 


.... 0.2
2.58 7.30

TeCtnical Assistance 	 3.90 0.82 

O.CS 0.2, f.7. .. 

, 0.38 0.81 ... 0.18 0.1? 

Evaluation 	 0.38 


Trainidig 0.34 ..lZ 

0.1S
1.30- ---.. 
- 0.70 0.15 	 0.4 

2.6S- 4. 1 ...... 

Inflation 


Contirgency 0.98 0.1 3 	 1.53
 

20.0 - 16.50 _S2;50 (SZ.S) -9.73 	 30.00 (F.%)
Total 


1/ Minimunz AID contributions granted under previous authorizations per Section 1.1 or the Progam Apreement
 

.i of this Agree lent. Subsetpoent increments
 
Z/ A.I.U.'s contribution to the total Activity will be provided in increments, In accordance with Section 


of the Parties, at the time of a subsequent Incre-ent to
 will be subject to availability of funds to A.I.D. for this purpose, and to the muttul Areement 
are the proposed maximtm dollnrs convertible 	to rgyptian pounds.
proceed. The figures in brackets'in this column 

t$ 1.0n (/3t2), "Tor
3/ CE contributions will be in LE. Dollar 	figures shown in earlier aoreements hnve been cnnverted at the exchange rate of LI.0.83 ­

the purpose of this Protocol.
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Appendix I
 

The structure of the National and Local Government Budgets
 

The framework of bath National and Local budgets are very 
similar. They are divided into, two major suctions: current and 
capital budgets. Each section is divided In cwo BABs or chapters,' 
and each BAB has a revenue and expenditure account. 

The broad o,,tline is as follows: 

A.Current Budget
 

BAB I
 

Revenue: govereignty revenues (taxes)'.
 
Expenditure: Wages and Salaries
 

BAB II
 

Revenue: Current revenues and transfers
 
Expendittv-: Current expenditures and transfers (operating and'
 
maintenance costs)
 

B.Capital Budget
 

BAB III
 

Revnue: Loans and credit facilities
 
Expenditure: Capital transfers
 

BAB IV
 

Revenue: Loes and credit facilities
 
Expenditures: Capital transfer
 

The major groupings in each chapter are given in the following
 
pages.
 

Those portions of the framework of the Local Government revenue
 
budget, which are significantly different from the national budget
 
are also included.
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GENERAL FRAMEWORK OF NATIONAL BUDGET
 

A. CUIRRENT BUDGET
 

'REVENUES 


BAB I: SOVEREIGNTY REVENUES: 

GlI(Central) property taxes 
G2.Business income taxes 

e3.Individual income taxes 
4 . Stamps

CS0Legacies fees and taxes 
G6.Commodities taxes and fees 
7.Changes in prizes
 

G8.Various sovereignty revcnues 
09.Local property taxes
 

BABI I: CURRENT REVENUES 
TRANSFERS 

Gl.jervlce revenues 

02.Varlous revenues 

G3.Local revenues 

G4.Common revenues 

G5.Revenue of Current 


Activity
 
06.Donations 

07.Revenues of financial
 

papers

G8.Current transfe.-s
 
G9.Deficit of current
 

processes
 

BAD * Title, Fhapter, or Line-Item 

C - Group 

EXPENDITURES
 

BAB I: WAGES AND SALARIES: 

OleMonetary wages and compensations 
02.Monetary & non-monetaty bonuses. 

BABl II CURRENT EXPENDITURES AND
 
TRANSFERS:
 

Gl.Commodity requlrer ,nts
 
2oPurchases for sales 

G3.Services requirements 
04.Current transfers 
G5.Specifled current transfers. 

C6.Surplus of current prucesses
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Bo CAPITAL BUDGET 

REVENUES EXPENDITURES 

tAB III: VARIOUS CAPITAL REVENUES 
 BAB III: INVESTMENT EXPENDITURES 

C1.Self-finance C.Projects of the Plan 
G2.Companies' investment G2.Other fixed assets
 

finance
 
G3.Revenues of capital
 

transfers
 
M.Governmental capital-service
 

subsidies
 

BAB IV: LOANS & CREDIT FACILITIES BAB IV: CAPITAL TRANSFERS:. 

Cl.Domestic loans
 
C2.Credit facilities
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1 

FRAMEWORK OF LOCAL GOVERNMENT REVENUE BUDGET
 

CURRENT BUDGET-


BAB 	 I:, SOVEREIGNTY REVENUES:
 

G9. Local Sovereignty Taxes & Fees:,
 

Item I: Land Taxes: 

Ti. Original taxes on agricultural lands
 
T2. Add?.Ltonal taxes on agricultural lands
 

Item 2: Building Taxes
 

Item 	3: Entertain.ent taxes
 

Item 	4: Car taxes and fees 

Item 5: Quota in common revenues:
 
Ti. Quota fro. additional taxes on customs
 
T29 
 ' moveable assets 
T36 	 n 
 commercial & industrial 

revenues 

Item 6: Share frkm the Joint Revenue Fund 

Item 7: Share from the additional tax on Suez Canal Organization 

Item 8: Others 

BAB II: CURRENT REVENUES AND TRANSFERS: 

07.. Local Revenues: 

Item 1: Revenues of utilities administered by Local Councils:
 
Tl. Revenues of water.,
 
T2. "sanitary draina'ge
 
T3. " "health works
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Item 2: Local Taxes and Fees:
 
TI. Fees on commercial firms
 
T2. clubs, associations, unions, and private associations
 
T3. industrial & artisan firms
 
T4. vehicles, bicycles, and domestic animals
 
TS. " commercial boats,...
 
T6. slaughter houses
 
T7. usage of coasts, beaches
 
TS. organization and road works
 
T9. " " public gardens
 
Tl0. Additional fees on sales of gasoline
 
Tl.6 " hotels' occupants
 
T12. Fees on birth documents and health measures
 
T13. licenses of hunLing and arms
 
T14. " " go quarries and mines
 
T15. Improvement fees
 
T16. Rental fees on building occupants
 
T17. Fees on fertilizers and crops stores (Showan)
 
TI8. private markets
 
T19. consumption of elecrricfty and water
 
T20. Othets.
 

Item 3: Various Revenues:
 
Ti. Revenues from markets
 
T-2. Penlties imposed on buildings
 
T3. Crher revenues
 

Item 4: Revenues from Quarries:
 

Item 5: Other Local Revenues and Activities:
 
Ti. Local Services and Development Fund
 
T26 .leansing Funds
 
T3. Housing Projects.
 

CAPITAL BUDGET a/
 

DAB III: VARIOUS CAPITAL REVENUES: 

02. Capital T:ansfer Revenues
 
Item 1: Revenues from various sources:
 
T2. Sales of buildings and vacant land for buildings.
 

BAD IV: LOANS AND CREDIT FACILITIES:
 

03. Credit Facilities.
 

flDvted for meeting Capital Transfers only.
 

3780D/OO64bgbk
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APpendix J
 

AID SUPPORT FOR LOCAL GOVERNMENT PROCRAHS
 

(State 199220, July 17, 1982)
 

ID#3842D
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R .170631Z JUT 82 ZEX ,,,,'s " 17 JUL 82 
VM SrCSTATF WASHDC TOR: 1027 
TO AID WORIDWIDE CN: 10126 
1PUFHGV/ISM ISSION GENEVA. LAGOS 838? CHEGE: AID 
RUFHFR/AMFMBASSY PARIS 8602 ACTION AID 6 
PUEFRO/AVEMPASSY ROME 6102 INFO AMP DCM ECON 
ItT ICA CHRON 
UNCLAS STATE 199220 

l/HAC

AIDAC FROM AIDADMINISTRATOR MCPH.ERSON
 

E.O. 120e5: N/A

,AGS: 
SU J.CT: AID SUPPORT FOR LOCAL GOVERNMENT PROGRAMS
 

1. IMI RFC.NT DISCUSSIONS HERE AND WITH MISSION DIRECTORS I 
WAVE FXPRESSFD CERTAIN CONCERNS ABOUT Tif AGENCY'S SUPPORT
 
OF LOCAL GOVERNMENT PROJECTS. I RECOGNIZE THAT LOCAL
 
COVFP MEV!T CAN PERFORM SEVERAL DEVELOPMENT-RELATED FUNC-

PIOkS, SLICH AS THE AVMINISTRATION OF LA' AND ORDER, AND THE 
PROVISION OF CFRTAIN PUBLIC GOODS AND SERVICES AT THE LOCAL
 
tFVFI.. VY PPIMARY CONCERN, HOWEVER, IS TIIAT AID ASSISTANCE 
S-PRENGTFEN, NOT WEAKEN, THE INDEPENDtNT CAPACITY O LOCAL 
r-OV.'R" FNT TO PPOMOTE BROADLY-BASED, SELF-SUSTAINIIG 
DEVFT.OPMENT AT TFF ICAL LEVEL, AND THAT OUR ASSISTANCE 
POSITIVFLY FP'CCURAGF, NOT DISCOURAGE GREATER COM.'UNITY 
PIP TCIPATIOtI AND SELF-RELIANCE, INC011 )ING THE GROWTH OF' 
PRIVATE, NON-GOVERNMENTAL ORGANIZATIONS AT THE LOCAL LEVEL.
 
I PFAIT.7F TPT THIS SUBJECT RAISES COMPL2X OUESTIONS AND A 
POIICY STUDY REVIEW. IS NO% UNDERWAY IN EXPLORING THESE
 
TSSUES IN GREATER DEPTH. 

P. AITPOUCGH THIS CABLE RELATES MOST DIRECTLY TO LOCAL 
COVERP:,ENT'ASSISTANCE EFFORTS, MISSIONS SHOULD ALSO LOOK 
rOE CPPORTUflITI7S TO PROVIDE DIRECT SUPPORT TO PRIVATE 
DEVEILOPMENT-REIATED ORGANIZATIONS AT THE LOCAL LEVEL (E.G., 

RURAL DFVFIOPMENT ASSOCIATIONS, BANKS, SAVING AND LOAH 
ASSOCIATIONS, SMAI.L INDUSTRY AND AGRiBUSINES?, IRRIGATION 
PROUPS, ETC.) I WOULD LIKE TO EMPHASIZE T'AT SUPPORT FOR 
TOCA. GOVFRNmENT AVD MY CONCERN THAT SUCH SUPPORi ENHANCE 
TOCAl, INITIATIVE NOT BE TAKEN AS A SUBSTITUfE FOR MISSION 
PROGRAMS THAT PROVIrE DIRECT SUPPORT FOR PRIVATE SECTOR 
AND PRIVATF ENTERPRISE DEVELOPMENT. 

3. IN TPOSE INSTANCES WHERE CONSIDERATIONS ARE NOW BEING 
CIVFV'TO PROJECTS WHICH INVOLVE ASSISTANCE TO LOCAL GOVERN-
MPFNT, IT IS IMPORTANT FOR MISSIONS TO ADDRESS THE FOLLOWING 
CONCERNS: 

- A. IF LOCA, GOVERNMENT IS TO BE ASSIGNED TO UNDERTAKE 
- SPFCIFIC rEVELOPMENT TASKS IT SHOULD BE DEMON­
-, STRATFD THAT THIS WILL NOT SERVE TO STIFLE LOCAL 

INITIATIVE, PUT RATHER STIMULATE THE GROWTH OF
 

UNCLASSIFIED STATE 199220
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Lot,;VLA a- 11hb ;J'JI5 is m L.16 *4 /S" I i , 1v% ' a 

TRY GRO'WTH OF JOCAI, PilVATY'NTYRI'lilSY AND DEVELOP­
- H~tIT-RI.FATI) OR(CANIZATIONS (T1,l0OGI, FI01 EXAMPIE, 

RURAL ROARS .NI'. OTII[R LOCAL INFRASTRUCTURE, SOUND
 
- I,OCAL POLICIES AND IN'CENTIVES THAT FACILITATE
 
- PRIVATE INITIATIVE, ETC.).
 

- .. IF PID GRANTS OR LOANS INTENDED TO STRENGTHEN LOCAL 
COVERNENT ARE TO BE ADMINISTERED THROUGH A CENTRAL 

- GOVERNMENT HIERARCHY (OR LOCAL GOVERiNMENT LINKED TO 
- CFNT,AI CCVFRNMFNT), THERE SaOULD OE CLFAR AND 
- CONVINCING EVIDENCE THAT T'IS SUPPORT WILL NOT 
- SIMPLY SFRVF TO INCREASE LOCAL GOVERNMENT DEPENDENCY 

ON CENTRAL GOVERNMENT INITIATIVE, IUT RATHER STRENGTH-

EN I.OC!l GOVERNMENT CAPACITY TO PROMOTE DEVELOPMENT
 

-. AT THE LOCAL IFVEL. 

- C. AI) ASSISTANCE TO LOCAL GOVERNMENTS UNDER A HIGHLY 
- CFNTRAI.IZFD SYSTEM SHOULD BE PRECEEDED BY NEGOTIATIONS 

THAT CARTFULT.Y D LINEATE THOSE FUNCTIONS, AUTHCRITIES 
- ANt RFSPONSIBILITIES WHICH NEED TO BE TRANSFERRED TO 
- ASSURF.SUFFICIFNT LOCAL GOVERNMENT AUTONOMY. 

-P. LOCAL. GOVFNVFNT PROGRA;S SHOULD ALSO ENCOURAGE THE 
-. GFOWT. OF lOCAL RFVYNUE-RAISING CAPACITY T;AT PERMITS 
- TIIE ASSUMPTION OF LOCAL COMUNITIES OF OPERATING, 

HATNTFNANCF, AND REPIACFMEN'T FUNDING AND RESPONSI-
BIIITIrS. FvFFCTTVF ASSUMPTICh OF SUCH RESPONSIBI­

- ,I1PIFS IS .A SICNIFICANT TEST OP THE VALUE AND SUCCESS 
- OF LOCAL CZVERNM;ENT ASSISTANCE. 

A. 	 WFFF ICCAT. INSTITU IONS AND GOVERNMENT ARE FOUND 
'ESIRAPLF FOR ASSISTANCE AND THE ABOVE CRITERIA ARE MET, 
SUPPOPT SHOUID PF VIFWED AS A LONG-TERM INSTITUTION BUILD-

ING POSFSS WHICH 'REQUIRES AN AID COMM.TMENT TO A LONG
 
MIME FPb, IN ORDER THAT SUFFICIENT OPFORTUNITY IS 
AIICWFP FOR DEVELOPING SUSTAINABLE SELF-HELP CAPACITY. SHULTZ 
FT
#922e
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Appendix K
 

PUNDS CONTROLLED BY LOCAL GOVERNMENT -

Information on the following funds is contained in this appendix:
 

1. Local Services and Developments Fund (LSDF)
 
2. Gasoline Price Fund
 
3. Clecnsing Fund
 
4. Economic Housing Fund
 
5. Land Reclamation Fund
 
6. Industrial Area Services Fund
 

During the assessment we also found that several governorates had
 
"informally" established Education, Health and Youth funds ind are
 
adminltering and using them locally to support their own initiatives.
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1. NAME OF FUND
 

Local Services and Development Fund (LSDF)
 

2. LAWS AND REGULATIONS GOVERNING THE FUND
 

-	Local Government Law #43/1979
 
-	Local Government Law #50/1981
 

3. PURPOSES OF THE FUND 

- To finance local production and services p:ojects in accordance to 

a local plan being distributed and approved within the frame of the 

public plan; 

- to complete projects cited in the General Budget but wich 

insufficient credits; 

to furnish projects financed through self-reliance;
-


-	 to Improve levels of performance of local services; and 

-	to meet local urgent and vital services.
 

4. SOURCES OF REVENUE FOR THE F"ND 

They vary sl'ghtly from tier to tier of local government. At the 

governorate level, they are: 

- Duties imposed by the governvrate LPC in favor of this account;
 
- Profits of productive projects financed Lhrough this account;
 

- Donatio-is, grants and legacies allocated 1:' the governorate LPC for
 

the account
 
50% of the Increase in local revenues over governorate's budget
-

allocations
 

5. TYPES OF EXPENDITURES
 
WiLhin item #3
 

6. WHO CONTROLS REVENUES AND EXPENDTTURES?
 

-	 The Local Government units decide on expenditure 
The Ministry of Finance accounting units administer expenditures-

-	The Central Agency of Accounting audits the funds
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1. NAHE OF FUND
 

Gasoline Price Fund (IGPF)
 

2. 	LAWS AND REGULATIONS GOVERNING THE FUND
 

- Presidential Decree No.158/1980 

- Presidential Decree concerning Public Roads' "Establishment and Cire 
Fund of 1976 

3. 	 PURPOSES OF THE FUND 

Road building and maintenance 

4. 	 SOURCE 0- REVENUE FOR THE FUND 

Increase in sale price of gasoline decided for accounts purposes. 

5. 	 TYPES OF EXPENDITURES 

- Establishment of roads
 
- nenewal of roads
 
- Paving and 3sphalt equipment
 

6* CONTKOLS REVENUES AND EXPENDITURES?
6.WHO 

- 70% of revenues under the control of the Secretariat Generil of 
Local Government; and 

- 30% under the Public Organization for Roads and Bridges 

j32.­



1 NAME OF FUND
 

Cleansing Fund (CF)
 

2. LAWS AND REGULATIONS GOVERNING THE-FUND
 

-.Law 1 38/1967
 
- Law # 69/1977
 

3. PURPOSES OF THE FUND 

Execution of the public policy laid down 'for the field of cleauing 
streets, squares, roads, etc. 

4. SOURCES uF REVENUE FOR THE FUND
 

- A cleansing fee of 2% of the rental value of buildings
 
- Receipts from ascomodations taken place in accordance to Law I 38;
 
- Furdc allocaced for such purposes by the governorate's budget;
 
- Fees for (cleaning) services rendered to organizations;
 
- commission paid by collectors of garbage;
 
- penalties imposed in accordance tn Law #38;
 
- donations tnd granLs;
 
- reoeipts of milliemes residualb.
 

5. TYPES OF EXPENDITURES 

Cleaning equipmtnt ind maintenance
 

Salary incentives from cleaners, etc. 

6. WHO CONTROLS REvFN iS AND EXPENPTTURES?
 

All except last source, are under the governorate. Receipts of 
millieme- are locally administered but centraily allocated. 
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1. NAME OF FUND
 

Economic Housing Fund (EHF)
 

2. LAWS AND REGULATIONS GOVERNING THE FUND
 

- Local.Government Law No.43/1979
 
- Local Government Law No.50/1981
 
- Law 34/197R
 
- Law 107/1976
 

3. PURPOSES OF THE FUND
 

Building housing units suitable for the dwelling of town's poor
 

4. SOURCES OF REVEN"E FOR TilE FUND 

- Description of land owned by the State and destined for bildings;
 
- suoscriptions into the housing bonds organized by Law 0107/1976:
 
- charges on individuals for being granted rights;
 
- funds allocated by the State;
 
- subsidies, donat~ons and grants;
 
- receipts from Investing the funds of this account;
 
- penalties in accordance to Law 107/1976;
 
- taxes on vacant lande (Law #34/1978);
 
- receipts from rents and ownership shares of buildings owned by thu
 
governorate. (Law 50/1961)
 

5. TYPES OF EXPENDITURES
 

Low-cost housing units.
 

6. WHO CONTROLS REVENUES AND EXPENDITURES? 

- Governorates decides
 
- National Investment Bank administers the fund.
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1. 	 NAME OF FUND 

Land Reclamation Fund (LRF) 

2. LAWS AND REGULATIONS GOVERNING THE FUND
 

-Law No.43/1979
 
-'Law No.50/1981
 
- Implementing regulations have not been written.,
 

3. PURPOSES OF TIE FUND
 

Reclamation of arable land in the governorate
 

4. 	 SOURCES OF REVENUE FOR TIE FUND 

- Disposition of agricultural land and newly reclaimed lands 

5. TYPES OF EXPENDITURES
 

- More at present: rcgulations have not been writtene.
 

6. 	 WHO CONTROLS REVENUES AND EXPENDITUREn? 

- Governorates 
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1. 	NAME OF FUND
 

.Industrial Areas Services Fund.
 

2. LAWS AND REGULATIONS GOVERNING THEFUND
 

-'Law No.43/1979
 
- Law No.50/1981
 
- Implementing regulations not wrltten yet.
 

3. 	 PURPOSES OF THE FUND 

- Establishment of Public Utilities
 
Social and housing services
 

4, SOURCES OF REVENUE FOR THE FUND
 

- 10% of companies' profits for social services;
 
- 5Z of companies' profits for housing services;
 
(both are cut from workers' share in profits)
 

- Donations and grants
 
- Other sources defined by the concerned governorate LPC or board of,
 
managers of industrial units in the area.
 

5. TYPES OF EXPENDITURES
 

Fund not implemented.
 

6. WHO CONTROLS REVENUES AND EXPENDITURES? 

- Governorate LPC, 

ID02004D/OO64gbk
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Appendix L
 
SELECTED TABLES FROM SURVEYS OF LOCAL COUNCILLORS
 

AND THEIR CONSTITUENTS
 

The following extracts are taken from two reports, by Dr. Sayed 
Choneim, of the results of surveys of 128 councillors and .250 

constitutents in 16 local government units in seven governorateso 

The interviewing for the surveys had been aompleted earlier in 1982.
 

The analyses and reports were done specifically for the assessmento
 

Data on local popular councils LPC) powers, duties and, achievements
 
are presentzd from the councillors survey.
 

1. SUITABILITY OF LPC'S POWERS:
 

Disagreement on the suitability of powers already vested to the LPC 

may refericither to councillors' ignorance of such powers and/or to their 
disagreement on such powers. Both of these two cases may occur wherein 
local government laws are laid down without reference to the LeC and/or 
are subjected to frequent changes. 

In the survey 41.4% of the respondents say that such powers are less 
than "LPC's capabilities", another 41.4% see that they are more than such
 
capabilities, and 13.3% see that they are "Just" suitable to the LPC's
 
capabilities.
 

This represents the division of the advocators of local government in
 

Egypt into two groups, one prefers going back to Law 124/1960, anot!her 
supports status 4uo. This division does not only exist at the local 
level out also it cxicts at the contral level. It, also, represent the 
division, that exists every where in the world, between supporters of 

decentralization and defenders of centralization. What causes 
astanishrent in Egypt is the division into two semi-iequal camps. This 

may reflect ths ambiguity of the objectives of, and the national policy 
toward, local Zovernment.
 

2. CONSISTENCY BETWEEN POWERS AND DUTIES: 

Regardless of the above mentioned disagreemenL on the suitability of 

the powers already vested to the LPC, some councillors from both camps 
think that some new powers should be granted to the LPC by local 
government law. They represent 46% of the respondent councillors.
 
Therefore, one may ask the question: "Are these advocated powers
 
consistent with councillors' expected roles?"
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Councillors were asked about the powers that were not providedfor by
 
local government law and should be granted to the LPCO and about the
 
duties they expect to perform by and/or through the LPC. Herej their
 
responses are coded as "mentions".
 

Table # 1: Nature 	of Councillors' Expected Roled
 

None, 	 16.4
 

General Ideas 	 40.6
 

Social Role 	 31.3
 

Political Role 	 3.1
 

Societal Role 	 8.6
 

Total (N-128) 	 100.0
 

Table # 1 rhows that most of the respondents give very gereral ideas and
 

social roles. Very few of them identify political and societal roles 4r
 

themselves. This is while 40.6% of them asked for new powers for the LPC
 

as a decision-maktng unit. It worth mentioning that 7.0Z of them see
 

that the LPC does not have any powers at al (Table # 2).
 

Table # 2: Nature 	of Advocated Powers and Present Powers of LPC's Members
 

Advocated 	 Present
 

Powers
 
z 	 z 

None 34.4 56.3
 
General Notions 8.8 7.0
 
Relevant to LPC's Powers & Structure 40.6 17.2
 
Relevant to LPC's Procedures 7.8 16.4
 
Relevant to Local Personnel 1.6 3.1
 
It has no powers at all7.0 -


Total (N-l28) 	 100.0, 100.0
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Table # 2 reveals also an attractive, not. That is, 56.3% of respondent 
councillors feel that they have no powers at all as members of the LPC. 
The majority of the rest of the councillors feel that their powers are 
related to council's powers, structure and pracess; There are the areas 
in which they ask for more powers. 

3. LPC'S ACHIEVEMENTS AND LOCAL GOVERNMENT UNITS' (LGU) URGENT PROBLEMS:
 

Many may agree with us that LPC's are not mere parliament any ­

courts that provide local representatives with opportunities to discuss 
whatever powers are under their jurisdictionq and to be prepared as 
democratic citizens. Rather, they are community - servant agents whose 
achivements for local community should be widely known and closely 
related to the urgent problems of that community. 

Table 3 shows that fifty percent of the respondent councillors state
 
that thcir LPC's did not do any thing of value for their LGU's, while
 
20.3% said that there are no clearly defined current problems in these
 
LGUs.
 

Table # 3: Nature of LPC's Achievements & LGU's Urgent Problems
 

Achievemqnts Problems
 

None' 53.1 20.3
 
Infrastructure 9.4 32.8
 
Production 21.1 0.8
 
Services 16.4 33.6
 
General --- 12.5
 

Total (N-128) 100.C 100.0
 

However, priorities adopted by the LPCs con-entrate upon: productive
 
projects, services projects and infrastructure projects. This while
 
priorities of urgent problems are ranked as followa; services projects
 
(33.6%), infrastructure projects (32.8%), and general problems such as
 
the mentioning of "community development", "local problem-solving", "food
 
security" and "village renewal" (12.5%). Productive projects which 21.1%
 
of the respondents state that their LPCs are committed to, 0.8% of those
 
respondents state that they meet an urgent problem.
 



-4-

The following sections are taken from the constituents survey:
 

4. EXPECTED DUTIES OF LPS'S MEMBERS:
 

As shown in Table 4 the respondents give emphasis to problem-solving,
 
and representation. Othe 28.7% of them give ideals that may recover the
 
defects of the existing LPC's memb re such as honesty, equal teeatments
 
and attending LPC's meetings.
 

However, tt.ose who expected political, sorial and personal roles for
 
LPC'b members are few.
 

Table # 4: Expected Duties of LPC's Hembers
 

None 7.2
 
Ideals 28.7
 
Social 4.0
 
Political 2.4
 
Mixed 5.2
 
Personal 0.8
 
Representation 24.3
 
Problem-Solving 27.5
 

Total (N-251) 100.0
 

5. ACTIVI1IES OF TIE UPC AND THEIR EFFECTS
 

66.9% of the respondents state that their local people's councils
 
(LPCs) did not do, anything for the local corimunity. -13.3% state that
 
they give general information not concrete activities. 8.4% of them
 
state LPCS had undertaken infrastructure projectc. And 5.6% of them
 
state that LPCs had undertaken service projects.
 

Respondents ure asked: "Do LEC's activitips affect your life?" We
 
do not. differentiate between positive and negative effects. Only 13.9%
 
state they are strongly affected; 55.8% to some extent, and 30.3% say no
 
effects.
 

Then, we turned to positive and negative effects. Respondents were
 
asked whether LPC's activities improve conditions of local community.
 
23.1% state: "No". 48.2% say "Their existence is better than
 
non-existence". And, 28.3% stated Lhat they surely do.
 



6. URGENT PROBLEMS AND WHAT CAN BE DONE:
 

Respondents give the following assessment of the urgent problems of
 
local government units. This assessment (Table # 5) emphasizes services
 
and infrastructure projects, not productive projects.
 

Table 1 5: Urgent Problems of LGUc 

z
 

None 10.4
 
General notations 8.8-'
 
Infrastructure ' 10.8 
Productive 110.8
 
Service 69*3
 

Total (N- 251). 100.0
 

In any case, rispondeits does not expect very positive role for the 
LP'r in meeLLtg such problems. 40.2% GZ them state that the LPC cannot do 
anything, and 28.74 of them state that !t can raise claims to higher 
authorities. at the same time, respondents expressed more positive role 
for local inhabitants. 26.7% state that they co-operate with 
governmental authorities in meeting such problems. 13.4% of them state 
that they can articulate such problems In concrete demands and raise them
 
to the central guvernment authorities. And, 12.0% of them state that
 
they can rely on s'1f-reliance efforts in meeting such prcblems (Table #
 
6).
 

Table # o: Neeting Urgent Problems of LGU
 

What can be done by; LPC Inhabitants
 

Nothing 40.2 43.0
 
Take the Initiativea 3.6 12.0
 
Begging othersb 5.2 12.4
 
Cooperation with others 7.6 26.7
 
Raising claims 28.7 2.8
 
Supervision over others' work 3.6 0.0
 
Not specified 11.2 3.2
 

Total (N- 251) 100.0 100.0
 

i1 
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a. for citizens: "self-reliance"
 
b. for citizens: "making and raising demands"
 

SOME COMPARISONS BETWEEN LPC MEMBERS 	AND CONSTITUENTS (LAYMEN):
V. 


sub-topicsThese comparisons are not intended to cover all the 

discussed in the reports. The comparisons are restricted to timilar 

questions.
 

of the councillors1. Regarding expected roles of LPC 	 member& none 
it. Also,
referred to representation, while 24.3% of la)men refer to 


laymen give more emphasis to problem-solving (or societal roles) than
 

councillors do.
 

2. While 21.1% of councillors state that among the achievements of tine
 

LPC 	are the undertakings of productive projects, none of layment
 

this. Also, 16.4% of councillors refer to service
recognized 

projects undertaken by the LPC to which only 5.67 of laymen refer.
 

laymen give emphasis to services
3. 	 Bot)h councillors and and 

of local government units. And,infrastructure -, urgent problems 
them state 	that the LPC canuot do
large proportions of both of 


can raise 	 6laims to higher
anything to meet them and/or it 


authorities.
 

4. Councillors are more active participants than laymen; 54.7% of
 

councillors 	are members in voluntary organizations, only 25.5% of
 

members compared with 28.7% of
layment. 90.6% of them are party 

them voted 	in last Presidential
layment, 83.0%, 88.3%, 68.0% of 


Sha'ab and Shoura Councils
referendum, and the elections of 


respectivcly.
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