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' Decentraljzation Sector Assessment: Janvary, 1983

-Executive Sunmary.

In August 1982 the five USAID decentralization projects were
congolidated into one program and a new agreement signed with the
Government of Egypt(GOE). The goal of the pvogram is to assist the GOE

in establishing a decentralized devalopment planning and budgeting -

system. The - GOE recoénizes that the tasks of raising national
production and standards of 1living are too large and locally varied to
be achieved by a centralized bureaucracy. President Mubarak has
stressed several times that overly centrallized direction from Ministries
in Cairo should not be allowed to inhibit 1local efforts to provide
services and find effective solution to local development problems.
Several recent events have indicated a broad interest among Egyptians in
décentralization as a strategy for speeding up developuent througi.out
the nation.

The local government laws have evolved rapidly during the latter
half of the 70's and , all AID activitier sre well 1into their.
implementation phases. The time was &,;ropriate for an asgessmcat. A
five person, multi-disciplinary team of Egyptian consultants and AID
staff vas assembled in November, 1982.

The specific purposes of the assessment were:
a. Assess and document the gtatus of GOE decentralization for
local services and dcvelopment.
b. Assess GOE perceptions ana intentiors regarding the process.
ce ldentify the principal institutions involved in the process.
d. Develop a strategy and agenda for reaching program goals.

The extent of decentralization was assessed alcng three dimensions;
functional, political, and resource(money and .taff). Information was
collected from the GOE laws and regulations, the nationai and local
budgets, the newspapers, lengthy 1interviews 1in Cairo and three
governorates, and surveys of 128 local council members and 250 of their
conatituents.
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With regard to administrative and functional decentralization the
team found 1local elected and executive councils are increasingly
involved in government, administering programs im their areas, and
responsible for the provision of basic services. Policies for
transferring reponsibility to 1local units have been implemented.
Executive functions have been transferred from central ministries to
governorate directorates. Staff and wage budgets have also been
reassigned to the local level. All staff in the directorates report
directly to the local units, excep. the governorate directorate heads,
who report to the central ministries and. the governors =-- but the
governors write their efficiency reposts. 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
posiiion of 1localitities ian relation to the resources they need is
fmproving. The governors are full ministers and negctiate with cabinet
ministers as equals. The Supreme Council for Local Government, 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 setting development priorities and
approving local unit budgets before they are submitted to the next
lLigher level of government.

Though local wmechanisms of popular participation are functioning,
the local wunits' decisions are sometimes pre-empted by central
ministries and subsequeat lobbying and negotiation take place in Cairs.
The effectiveness and quality of participation is alno diluted by a high
turnover rate among appointed officials.

The team found that resource:z to i{mplement decisions and assum>
responsibilities are being dispersed among local uuits. They have more
staff than they need, but insufficient with appropriate qualifications.
More engineers, lawyero, planning and finance peonle are needed.

The: financial analysis shows considerable exra2nditure
decentralization but little reverue decontralization, 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.




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 stiil quite small, are growing

rapidly.

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

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

USAID has sucressfully coordinated a series of activities with this
GOE commitment and action and has fed additional resources, especlally
money and technical assistance, into the process. Even though the
activities are still very young, several thousand village projects il.ave
been started and ten of thousands of villagers involved in their
conceprtion and implementation. Approximately, $150 million has been
channecled directly to local units and allowed them to demonstrace the
effectiveness of decentralization. Considerabl> capacity has been found .
in the local units to implement simple Ccvelopment projects. '

The major constraints in the sector ure policy development, local
revenue generation and management skills. Elected council members and
their executive colleagues often lack tue skillg to narticipate in the
decentralized planning and managem~nt processes established by the laws.

There 1s a large gap between local develoruent needs and financial
regsources. USAID 4is partially filling this gap at present. Future
continuity, however, depends upon revenues. being generated, kept and
used in the local units, and increased flexibility in the administration
of central government grants to local units.

Prior to the formation of the Sector Steering Committee USAID nas
not been involved with thé GOE in developing policy to ensure
achievements of mutually agreed goals. Those involved in policy are
often unawvare of activity achfevements and those involved in project
ioplementation had little to say concerning sector goals. These groups
must conmzunicate during the development of practical decentralization

policy.




The USAID strategy will build upon the GGE comnmitments and GOE/USAID
achievements, to ensure that decentralized development 1is firmly
established and based upon local resources. It is based upon USAID's
expertise in policy dialogue and institutfon-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 {t can become a major centre of
policy development and d.scussion.

The committee will need to develof 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 addre~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 ~xisting
activities, could incorporate a significant ma~agement development
component, and be etrun*ured, financiaily, to encourage local resource
generatior .nd related policy reformr. ‘

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

l. Policy Discussions,

2. Addressing financial resource constraints,

3. Planniung and Minagement Development.
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GLOSSARY

" Bab. - = Chapter or section of the Annual Budget of the
' , Government of Egypt. _ . :
B.V.S" = Basic Village Services: an USAID activity {n the
v . Decentralization Sector. - g
C.A.0.A - = Central Agency for Organization and Administration. .
D.D.I. = Development Decentralization I: an USAID activity in

" "the Decentralization Sector. * : e

Decentralization Laws: A series of local government laws: #124/1960,

' #57/1971, #52/1975, #43/1979, 0£50/1981, and associated
executive regulations, amendments. and Presidential and
Ministerial Decrees. : -

Decen*ralization Sec or Support Agreement: The sgector agreeﬁent, signed
on August 29, 1982, which encompases all GOE/USAID
Decentralization Activities* DDI, BVS, DSF, PCD, NUS.

‘D.S.F. = Decentralization Support Fund: an USAID activity in the
A - Sector. ) '
Districts = Units. of Local Government between the governorate and

village or neighborhood units. Called Marakez in rural
o - areas and Hays in urban areas.

G.0.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 1n the urhan areas;
neighborhood, or precinct.

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

Locel Zlected or Popular Councils: Representative councils elected'at_
' governorate, district, or villege levels.

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

Markaz/Mavakez: District(s) in rural governorates.

- vii ~



MOL.G. -
NcOoPo -
.NoDoPo -
NOI.B. -
NOFWASD -
N.u.s.. -
?oCoDo -

S-CoL.G. -

Ministry of Local Government

‘Ministry of Planning

National Democratic Party

National Investment Bank ) _
National Organization for Potable Water and Sanitary
Drainage _ : .
Neighborhood Urban Services, an USAID activity in the
sector

Provincial Cities Development, an USAID activity 1n the
sector.

Supreme Council of Local Government also known as Higher
Council of Local Covernment.

Sector Steering Committee: The GOE policy committee coordinating at
’ USAID decentralization activities. )

1992D/0063D ‘gbk
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I.ATHE CONTEXT OF THE ASSESSMENT

On August 29th, 1982, the Governﬁent‘ef Egypt(GOE) and the Government
of the United States signed the Decentralizatien Sector Suppofc'Agfeenent.
The goal of the program is to assist the GOE in establishing the
1hst1tutional capacity to plan for local development at the rational,
governorate, district and village levels, a national budgeting process’
allocating adeque%e funds for the plans, and an adminietrative process
which allows decisions and responsibility to be assumed at the appropriate

level in local government.

The GOE recognizes that the tasks of taising national pro&uetion and
standards of living are too large and locally varied to be achieved by e
centralized bureaucracy and that overl; centralized direction inhibits
local.effotta 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 couneile have been encouraged to take a more active
role in Egypt's development. During the last two decades Egyptian local

governmen-. nas become, at least in law, a decentralized system.

Goveru~rate councils are being ailowed grester —=- though still' limited
== discretionary powers over funds which are 'alloeéted "from central
sources. Additional revenues are accruing in locally wanaged funds,
providing a potentfally iuportant new source of financing for programs to

meet local needs.

The GOE's decentralization policy eoiqcides closely with USAID's
development sgtrategy which aims to build lasting development institutions

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

1964D/0063Dgbk
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'1 The Decentralization Sector Support program has placed five GOE/USAID

decentralization acti\ities under one ' Policy Steering Committee. Theae
activities are. ‘ ‘

_Development Decentralization I (DDI)
Basic Village Services (BVS)
Decentralization Support Fund (DSF)
Neighborhood Urban Servicea (NUS)

- Provincial Cities Development (PCD).

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

assessmenta.

Interest and concern with decentralization in Egypt goes well. beyondi
the USAID proyram. and its Steering Committee, ‘a8 ia shown by the £ollowin3 I

rccent events:.

a. A aeriea of atatements from aenior COE officials encour*ging local :

| units of government ‘to assume. greater responsibility for the n'vvision.
of - services and economic development in their localities. The
sctatements have ranged from those of the President in October '81, and
bJanuary 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 Aasembly discussed; self~help .
efforts in commnnity'development° increcasing the flexibil::y of laws

" concerning bids and tendcrs in order to encourage decisions at lower
levels in government; and a report from the Local Government Committee
concerning the training of leaders of local units in management and

implementation.
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On consecutive Fridays in October and Novémber, 1982, Al Ahram ran four
fuli-page reports of a series of debates among national leaders from
universities, government, the media, and banks, concerning the relative
roles of iocal government units and ceqtrgl ministries in rural

development.

In December, 1982, the Nationa;‘Associatioﬁ of Administration Societies
orgaﬁized a three~day national conference, attended b} 390 delegates.
Papers concerning local government financé, self-help community
development, pladniﬁé and management of local development, and tha
rationalization of local government expenditures were presented. (‘the

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

“The Ministry of Planniug presented a policy statement, concerning upban

encroachment on agricultural land in Egypt, to a UN conference, and

‘this. vas ppbliahed'in "Development”, (1982:2, page 33), the journal of

the Sncicty for International Development. Several elaments of the
policy address the decentralizatiou of service delivery and enhanc.ig

local participation in economic development.

These events indicate the saliency of decentralization issue. Together

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

background to the current assessment.

b.

II. PURPOSE AMD METHLODS

The specifié purposes of the assessment were}

(for more details cee Appendix A)

Assess present GOE perceptions and- intentions regarxding
deccatralization and identify the principal institutions involved in
the process. ‘
Assess and document the status of GOE decentralization for 1local

services and development.
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C. Develop a strategy and agenda for "USAID to engage the COE in policy

discussions regarding decenttalization..

A wmultidisciplinary team, comprising an economist/public finance
speciziist from AID/W, a political écientist/urban and regional planning '
advisor, and- a rural socidlogist/local administration advisdr from
. USAID/Cairo, and two Egyptian éonsultants; a local government speéialist
~ from Mansoura Univérsity, 'aqd a political scientist from University of‘

Cairo, was assembled in early November 1982.

The team analysed the national budgets from 1976 to 1982/83, with
.special caphasis on local government finance, reviewed the laws, decre¢as
and regulations pertinent to local govern~ront, and visited the governorates
of Menou ia, Giza ‘and Qena, to collect details of local financial accounts,
and interview local elected and executive officials. Several Ilengthy
* 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 wmembers and 250 citizens in seven governorates. Tue

sutvejs dealt witﬁ local government and the role of the elected councils:

In this rerort we discuss the dimensi{ons of Jacentralization studied by
the assessment team, describe the GOE's goals anc intentions, identify the
principal partieé involved in the seciLcr, assess the GOE's commitment to
decentralization, discuss USAID's contribution to decentralization, and
outline 21 strategy which should be followed by USAID and presented to the
Sector Steering Committee. The draft of the ieport was presenfed to the
Mission on January 20, 1983 and comments have been incorporated into the

final report.
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III. THE DIMENSIONS OF DECENTRALIZATION

Decentralization meass many things to diffevent people -= indeed one
might say that its many percepticas and definitions are an inherent part of
thg basis concept. It has alrecady 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.” (Devélopment Alternatives Inc., “"Decentralization in
Egypt: The Pilot Project and Beyond.” page 29, Washington, D.C. 1%32). .

We have underlined "process” to 'strésl that decentralization is a
' method for reaching development goals; it i3 not a goal in itself. USAID
is using this atra(egy because it coincides closely with the GOE's program
of wmoving executive functions f{rom central ministries to 1lcvels of
, government closer to the rural people and stimulating local initiatives for
development. It also embodies AID's goalc qf enhancing jpopular
participation in eronomic debelopment, building development institutions {n
the localities, and maintaining service. -nce they have been established.
In .these ways decentralization is a desmocratic process to provide better
eervices and build lasting 1nst1tutiouo; which in turn will raise national
production and improve. the quality of 1life of w=ny Eg}ptiana whase basic

needs are barely being provided at pre:zent.

In this assessment we have focussed on three key dimension: of

decentralization.

l. Functional Decentralization =~ Location df. responsibility fqﬁ. the

functions of local government, concentrating on the delivery of basic

human services.

2, Political Decentralization -- Extent and_guali;y of local participation
in planning and other decisions regarding the provision of basic

services.,
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3. Resource Decentralization -~ The locatJon and sources of money and

skilled staff needed to implement decisions ‘and plans for basic

gervices.

As decentralization is a procoss in -a complex government eyrtemr'the
dlmensions.listed.are not mutually exclusive as we would wish for oaie of"
analysis ani disrussion. There is inevitably some overlap'--'al indood"
there should be 1n tho real world. . - '

With regaid to the first dimension we looked for cleir indications that
the executive responsibility for delivering basic services has beon removed
from"eontral ninistries to departments located in the governorates,
districts and .viilages. These basic services include water, sewage,

education, health.-hoosing, support for agriculture,~etc..

The extent of lucal participation bas asseesed,by.studyfhg the roles of
viliage.:ma:kaz and governorate councils, both elected and executive, i1in
the planning, execution and monitoring of serviceAdelivery. The relative
weights of couuincil decisions compared with those of central agencies was
also studied. We looked for evidence that ‘local elected councils
participuce in needs assessments and setting development priorities and
that other elected recpresentatives vore involved in development decisions
ct the ap,ropriate levels {n the system. We also identified the key actors
in the pro:ess and described their function and their commitment to the

continuation of the decentralization Procecue.

Our concern withuresource 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 1its. control.



Iv; FINDINGS

- IV.A: THE STATUS OF ﬁECENTRALIZATION IN EGYPT

In this section we present our major findings regarding the three
dimensions of decentralization, the principal actors in the GOE and their ‘

commitment to the process.

‘Tne findings - are based -upon comprehensive reviews of the Alegal;
administrative and fiscal aspects of decentralization. The reviews.'
~assembled fromA_POE.Adocuments. previous MSAID conaultant,~reports andb
interviews conducted by the team, are included in this report as appendicea .
. B,C,D. ' ' '

1. Func'ional Decentralization:

- In thie area there have been sever~® positive changea over .the last
" twenty years. We find the basic framework of functional decentralization'
in place: 1local: ‘units are now- responsible for providing basic. services.
There are problema in implemention, however. ' )
" The main points are as follows: .

i. Responsibi]ity for establishing, changin° and adminiatering local
.government units has bdeen transferred to lower levela in the GUE,' and *
elected councils increasingly fnvolvea In ,the proceas, as indicated 1n
Table 2, Appendix B, page 20. -~

i1. Responsibilitiv for providing basic scrviccs.‘has . been- prcgressively
transferred to local government units, as is shown in Table 1, Appendix B,
page 15. Service directorates at appropriate levels in the local government

system have been established as 1s shown in Figure 1, Appendix B, page 25,



iii There 18 a clear policy of ttansferring executive’ responsibility for
service implementation to the governorates, which has been implemented by
the Central dAgency for Organization and Administration (CAOA). This has

resulted in the reorganizaticn of several service ministries in the past
three years. Ministers of service ministrieé, such. as, health,

Vedocation, 'sdpply,' social affairs, agriculture, housing, have been
designated "Ministers-without-Portfolio » anld - made responsible for
policy, planning, research and followup. The executive staff of these
- ministries (40,000 persons) have all been transferred to the
éovernorates. A comparison of the total budget for wages in the service

ministries, reflecting the placement of staff over . the years
‘1976-1982/83, shovs a much largér and more rapidly growing budget for
wages at the governorate level than at the central level. Sece Table XII,

Appendix D, page 34.

The,k heads of departments in the governorates report oo both the
central miniafry and the governor. The governor, however, writes the
employee's evaluotion and wmust be c.nsulted regarding promotion ar’
t}ansfer. 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 problom noted by the team, {n several areas where both
’ central and local units have responsibility for service delivery, was the
coordination of implementation. As in the case of vater and sewerage,
(discussed in Appendix B, page 13, tue "governorates have little advanced
knowledze of the investments planned by NOPWASD. In Ismailia, it was
pointed out that several large acale-industrinl and housing estates are
without water or sewers due to lack of cootdination between central and

local auvthorities”.

' During the implementation of USAID activities we have also noted

this problem of coordination, as we discuss later in this report.
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2, . Politiéal Decentralization

Here we are ‘concerned with local parhicipation in hove:ﬁmeﬁt,
' eﬁpecially in the development planning and budgeting processes.
Our main findings aré: . )

i. A éystem ofAelected representative councils was established in 1960
and hay evolved steadily until 1979 (835 villages, 145 markazes, 172
towns &and 26 governcrates) with the elected councils at each level now
sharing power with:executive councils. Major decisions at all lqvels;
such as the anexopment plans and budgets of the local unit, require #Hg

approval of the Selected Councils.

-11. The position of governor has ‘been enhanced congiderably. They now
hold the full rank .of minister, reporting to the President through the
Prime Minister, and dealing with.cébinet ministers as equals. They have
increased access tr i{he ..ntre of power, and deal in it ‘as one among

equals.,

111, Simile~'v the local elected councils were upgraded in Law 50/1981,
'bwith the creatioﬁ, of the Supreme Council for Local Goverament. The
Supreme " uﬁcil comprises the Prime Hinister,A the Chairmen of the
Governorate Elected Counnils, the Governors, and the Minister for Locai
Government. Thié méans that the -people's elected representatives in
local government have.gfeater access to the centre and influence over
decisions affectiﬁg local government. But, the Council has never met and
so its pbtential 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 e;ected councilors have the
right to question and demand explanations regarding the implementation of

their decisions from their respective executive councils.
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ve - The annual current budget (Bab I and II) ‘and the 1nvestment budget
. (Bab III) for each’ village unit are prepared by the executive counci{l 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 Vinistry of Planning. Elected gouncils in the markaz and governorate

approve the consolidated budgets.

Though the basic political framcwork looks. good,- there are some

problems and serious issues as follows:

1.  The Supreme Council for Local Government has not met, thus a policy
insttument. with local insterests rr- .resented, has not been used, -and
opportunicies to bting local government issues .to ‘national attention haa

not been taken.

11. Local d.velopuent dJecisions are still being pre-empted: at the
nﬁtional level. Pb;haps oné~of the gfeatest frustrations'facing loca.:
councils and the -governor 1s  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 ih,developinﬂ their
investment budgets in all economic sectors. However, in .practice this
does not appear to be hajspening. Priorities which have been set locally -
are not effectively transmitted to central authorities via the regional
offices. T“is often results in confusion at the local level aﬁd the

changing ‘of local priorities by.the Ministry of Plahning..

111. The effectivenuss of goverwors in carrying out tﬁcir mandafes, as
well as chiefs of city councils and village councils, may be severely
haﬂpered'by the high turnover in these positfons. Between 1971 and 1980
there were 132 changes of governor in 24 govcrnorates. "The average
tenure of a governor was 1 year 10 months durlng the 70s. (PADCO, 1982,
Urbaq Growth and Data Report, page 471). Compared to clected offfcials

who have a set time in office, appointed officials, such hs iLhe goverhot,
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serve at the pleasure of the President and are subject to replacement at
any time. Nevertheless, despite these hardicaps, we found a strong’

commitment to decentralization im the governorates.

ive The effectiveness of the local elected councils (LEC) depends upon -
the quality of people elected to setve and their motivation. .Council
members and citizens surveyed by the team gnye LECs mixed gtades.
Although most members appear to be actively 1involved in.loeal issues,
’ eppreximately one haif believed that their activities do not contribute
in any significant way to local development. Morcever. there was an even
.8pilt among members who either believed that powers vested in the LEC

were less than appropriate or were more than appropriate.

3. Resource Decentralization

This 4involves the location and control -over both monetary and
personnel re.ources for Amplementing decisions and carrying out
responsibilities for the delivery of services. '

Our findings regard{ng personnel are as follows:
i. The local units are receiving more staff than they need an‘ moat do

not have the qualifieations required for their jobs.

ii. Staff with the requirod professional skills -~ finance, ensineering;
economic plannins, law, -~ are not entering the civil service In

sufficient m-wbers to £111 the vacancies.

111. Civil 8ervicenpay 18 not high cnough to attract and keep skilled
staff. The team heard repcatedly of the nced tc train local staff and
improve their skills. Several interviewces stressed that they did not
need academic training, but problem~solving, action oriented, practical
ttaining as close to their jobs as possible, and that training should be
acconpanied by additional financial and profeseional incentives. (Actual

quotes taken from 1nterv1ews,'are in Appendix F).
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The main résuits of our financial analysis indicate that thére_ia
lttle revenue  decentralization, . but ¢bns1dcfnb1e- oxppndifﬁte
decentralization is taking place at an ever increasing rate.: (Detﬁile of
the'fiscal analysis are in Appcﬁdix D, and-a guide to the sﬁructutg and
content of the budget is in Appéndix I)..

1. Between 1976 and 1982/83 total local government expenditures grew
four times, compared with ten times for the central government

expenditures.

11, AExpenditure“dgcentralization for recurreut costs, however, can only
be meéningfully asscssed, by comparing the growth rate of éxpenditures
fot common services provided at both the national #nd . local levels, as
" reflected in I and II of the budgef. When this i» done we find local
current budgets grew nearly four times 'while the central government
current budget only tvipled. For the seven service directorates studied,
we found that the local current budget was four <ime. the size of the
.national current budget for thos:. same directorates and was groﬁing mor=

rapidl&. (Appendix D, Table XII).

i1i. Decentralization of expenditures, primacily through a reéllocétionv
of resources from the cenﬁef, also shn's up in the investment budget in -
IIT. Local govétnmcnt_inQestments grew 18 times (1760%2) 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 aré still made jointly by the guvernorate .and the -
Ministry of Plnnh@ng. The funds are disbursed, after a clear

derzonstration of nééd, and expendltures are nmonitored cntefullf by |

another central agency, the NIB.

ive The revenue picture is different. Growth in local revenues between
1976 and 1982/83‘ was modest (3 times) when compared with cent;al
government revenue growth (8 times). Our analysis 1indicates 1little

revenue decentralization because the 1local tax base is inadequate as

presantly structured. ' The land and buildings taxes are based upon 1939
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.end 1964'“appraisala, respectively, and ‘have cxenptions that eliminate
half or wmore of tax linbilitieé on land. The surtax on dimports and
'exports, an imoortant source of locel revenne, is controlled by central
governnent. Revenues are.dependent somewhat on levies on agricultural

production which are very income inelastic and have not - grown appreciably.

ve. 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
vere dropped in'1981/82 through a.central gevernment decision, and the
transfer, within the budget, of central govcrnment worker's wages to tie
local government account took place, which markodly ‘increased local

. expenditures.

vi. Per capita governorate revenues and expenditures were analysed to
assess 1if funds. are being disproportionately allocated to .“centrsl”
*gov.rnorates and also' to look at the .elationship, 1f any,’ t.tween
revenue gereration 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 reisted to sizé - of
governorate population. Furds are not targettcd for the-largeet places

in disproportirqate amounts.

vi{i. The lack of eignificant growth in lucal revenues over the past seven
years 1s particularly frustrating since analysi, ipdicates a positive
relation.hip between the amount of revenue generated hv a governorate and
the level of subsidy which it receives from central government. This
sugiests that if a governorate raises more revenue it is given more money

by central government to spend.

viii.  The bright spot in the arca of. revenue decentralization is in the
local development funds which are administered outside the mnational
budget. The interest in and activity of these funds are indicators of
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the dyhamism of decentralization. We found that some of the funda 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 Scrvices Fund (LDSF) is the largest qf
these funds and its growth and activity are illuECrative 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 1n 1981/82 more than LE 3,0 million was carried over

at the end of ths fiscal year 1n the three governoratea studied by the

team.

As 'the Local Development Funds have grown their uses have beeh
diversified, and they are now being invested in economic enterpriges,
loans for private Susinesses. and in shares in govcrnorate deveiopment
banks. The income generated is recycled through the funds for further

locally dirc.c.ed development activitiee.

ix. One of the major sources of revenue for thé LDSF 1s 50X of the all
revenues collected by the governorate, above the amou.: estimated at the
beginning of the fiscal year in the GOE central bﬁdget- At the end of"
1981/82 the three governorates, visited by the team, received 'checke
totailing more than LE 2.08 million from this source. This mechansim has
enabled local governments to dcmonstrate that they can cbllect

substantial revenues locally for their own developmwent initiatives.

X Three of thé local funds (LDSF, Low-Cos” llousing, and Cleansing) are
sumned and included in both local revenues and iocal expenditures
accounts of the general state budget. This provides national authorities
with information about the size of the fund and ralses two concerns. As
the funds grow the national government may want to cuntrol their use,
thereby reducing local autonomy. Also they may want to reduce national

subsidies In governorates where the funds are large, thus réducing the

central contribution to local development.
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4. The Kev Actors in the Process

One ijective of the assessment was to- idénfify ~theA key GbE.

institutions involved in decentralization.

The pivotal institutions in the prqcesé of transferring functions
and résources:frbm the center to local units are the Coverhor'and the

Governorate Councils.

The roles of go;ernors, counciia. and thelr staff;'their budgetiag
'making authority, their authority for aefiing local prigritihé, and the
relationship of this -authority to central ministries, is subject to
different ° interpretations. Decentralization 1laws indicate that
"doordinacipn" between local units of government -and central ministries
will take place 1q dey~iopment planning, and budgeting. 1In practice,-
this seldom functions easily and considerable lobbying is required in
'céntral ministries by éovernorate staff to cnsure that local priorities

are heard.

It is trué'thnt status of the governor has changed.' His hand has
beun strengthéned by the chanzz of his rank to full minister. ThZ. move
has gi%en more prestige to the office of the governor as representative\
of the President and Vinproved his access and bargaining power =2t .the
center. 1t has not, however, provided him with better qualified s*aff,
or with added control over local revenue generation, beyond the Local

Services and Development Fund.

Members of the Executive Councils share many of the frustrations of

the governor In determining local priorities, and in working with limited
budgets and 1limlted professional staff. Onc of the rcasons cited for the
shortage of professional staffs 1is that central organizations drain off
the top quality professionals leaving the rémainder to local units of

government.
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A large share of local decision making liésAwigh'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 principalv 1nqcitutions
are; the Minisf;ies of Local Government, Finance, Manpower, Planning,
Housfng and Investment and Internatlonal Cooperation (MIIC), the National
Investment Bank (NIB), the Central Agency for Organization and
Administration (CAOA), the Local Government Committee of the Peopla's
Assenbly, and (potentially) the Suprcme Council {or Local Government.

. The Supreme Council was established by Law 50/1981 to provide policy
guidance to the Local Governmgnt Sector in Egypt. Its role hae yet to be
established as it ha< not net. '

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

because it represents cnother mechanism, - for eﬁhancing cooperation
between the representatives, (élected in national not local government
elections), and the executive min‘stries of'government. The committee
cets the agcnda fdf debates on local sroernment in the Assembly, meets to
consider donor assisfapce to local government, provides guidance tb.the

ministry, and sanctions their initiatives and actions l/.

1. During the final days of this usscssment this Committee met and,
according to press reports, discussed the Sector Agrecment, training of
technical staff for the activities, the allocation of GOE counterparts
funds to meet project necds, cooperation between implementing
ninistries. They also approved a proposal for a follow-up and monitoring
unit in the Ministry of Local Government.
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The Ministrv of Local Povernnent is responsible for coordinating the

implementation of ‘the local government laws, promoting village
'_development through ORDEV, coordinating activities and local goveinment
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 .

Conaittee.,

The Ministry of Manpower 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 positioné. CAOA recruits for, and runs the
civil service. It places people in administrative and clerical posit;ons

and is responsible for their subsequent training.

The gove-nment is the employer of last resort (every gradgqte 18
gparanteed a job). Manpower and CAOA dare responéible for implementing
the governments p&licy of “"decentralizing” manpower and appointing
"masses” of unskillcd staff to the local government units each year.
CAOA is responsible for setting all salaries, and administers 1 (wages)
of the -national budget.

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

administered “y the Ministry of Finance, which also, plays a major rolc

in formulating the total budget and making the allocations between the
three BABs of the national budget.

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

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

annual plans through its cight Regicnal Planninp Offices. The plans are

reviewed by the Ministry when they make the 111 allocations.to the
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governoraten and ministries- The disbursement of the funds and

monitoring of investment expcnditures is dono by the National Inveetnent
Bank, an- independent organization under the Hinister of Planning. '

The 'Ministry of ‘Housing within the Ministry of Development, is
charged with _ésﬁablishing general plans, programs and criteria for
national housing developmént. Specifically, the Ministry superniaeq.the
design, construction and maintenance of public buildings, and of
- residential buildings earma}ked for specific income target groups. The
Ministry also directs and develops private sc:tor activity in the field
of construction according to state policy. '

. Its relationship with the local unite, as they assume their housing

functions, is still be worked out.

The Ministry of Investment and International Cnoperation sits cn rhe

" Sector Steering Committce and ac*s as ovecall coordinator between_the GOE
amd USAID.

The process of decentralization 18 a concerted effort on the part of'

a11 there acrors to encourage local econnmic development.

5, ‘ GOE Cormitment to becentralizntion

During the Interviews the team found all respondents knowledgeable
and famiiiar with the concepts of decentralizatiom and support for local
government units as.methods of prouwoting local development.

‘The 1laws and . fcgulntionn being dmplemented indicate a strong
cocmitment to political and ndminiutrative decentralization, not only in
theory, but also through the actions that have bcen and are being taken.
Conmttmnnt to basic fiscal changes, however, 1is not as obvions. Tha
political will is not there at present. Without fiscal decentralization
and the mobilization of greater local financi{al support for the provision
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of services and .economic development, the administrative and political
frazework will have 1little inpact 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 Covernment Finance made -several .
appropriate recommendations in the ' fiscal area, but: significant actiona"

by the gévernment liave yet to follow.

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

There are five juint activities currently included.in ohe program;
Development Decentralization 1 (DDI); Basic Village Services (BVS),
Provincial Cities Development (PCD); Decentralization Support Fund (PSP);
and Neighbarhood Urban Services (NUS}). (For a fuller description of the
GOE/USAIp activities and their budgets sce Appendix H).

DDI provides low~cost loans, training and technical assistance.
through ORDEV's Local Development fund, for village councils to start
incorme producing enterp-!scs. Profits .are dcposited in the village's
local developnent fund and can be used, at the discretion of the.
counciis, for new developuenc projects or to 'provide basic services.
Over 330 loans have been made in the last three years. More than 3,600
local governments personnel have received DDI training. Training and
data processing equipment will be purchased for tne Local Governmant
Treining Academy being buflt at Salkara. The DDI oblipation is $26.2
=tilion through 1985, and $12 million had been expended by 12/31/82.

BVS provides grants, through a central Inter-Agency Comnittece (IAC)
an? the governorates, to village councils for specific service projects
whose plans have been approved by the IAC. Training and technical
assistance ie 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

- 20 - .

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
dishursed to the governorate which mnﬁe the grants to each village. The
governorate, chrough its ORDEV representative, also provides quafterly
follow-up reports to the IAC. BVS authorization 1is US$225 million
(1ncludes $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 tﬁe design and construction of water and aewefnge projects =
1nicia11y in Fayoum, Beni Suef, and Mirya cities. It is helping to
expand d2cision-making capacity by providing local councils and staff
with experience in allocating and using resources and in develop’ng
"financial and other mechanisms for c..rying out their devel~pment
programs. The activity started in June 1982. The PCD authorization is
US$75 willion and had spent $3.1-million by December 31, 1982.

DSF provides grants to governorates, so that they can purchase large
equipment for ‘fevelopment activities after they have conducted detailed
nceds aséessmcnts. Agzain, the infusion of money and equipment and the
expcrlcnce gainea through the planniug and procurement process will
strengthen decentralization. The first shipments »f equipment arrived in
the gove norates inm Septemhber, 1982, and will continue over the next two
yearg. Training will be given in operation and maintenance of Ehe heavy
equipment. $100 million Is authorized for DSF and US$21 had been spent
by December 31, 1982.
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NUS séek§ to éhhancé urban lbcal'goverhmcnt in Greater Cairo and
Alexandria, ‘while addressing the unmet basic needs of the urban poor.
Grants are proyided Lhrough an IAC and the governorates, to local

~councils and private voluntary organizations which have selected and

dravn up blans for projects. Considerable technical aesistance and
training will he provided in this project which made {its first grants in
April, 1982. By December 31, 1982, NUS has spent ust9 6 million ‘of ‘its
total authorization of Us$89 million.

'In. all éector activities, approximately US$150 million had been
spent by December 30, 1982, but ‘the' expenditure . will rige: sianificantly
~in FY 1983; during the first quarter of the year - $ 26 milliqn‘was spent.

Looking at the USAID activities in terms of -our three~&imeneionl.we
find significant cqntributioné are being made. The activities are still
very young' but their assistance with building processes, which a;e
alrcady . underway, 18 constderable. USATD activites have provided
funediate asﬁiétance ‘and 'services to the poor while, reinforcing
functional, policital and fiscal dec.atralization. They have enablc®
fﬁcnl entitites toAAssume their responsibility for.providipg serviceé and
étarting economic ‘activities in support of their local development
funds. VWith regard to decentralising decision-making we find that
thousand . of local elccted councilors iwave often bheen involved in
selecting and 1mp1ementlngAprojcdts -~ with neariy 4000 being initiated
at the locul level. District and governorate units have also, to a
limited exte~t and with:difficulty-at times, played a coordinatiug and

technical assistance role in the process.

By far the wmost 3mportant contribution, however, 1s the money which
has been nade available, almost directly to the Iocal units, with little

interference from central government. This 1is providing a very useful

demonstratfon 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 TAC. The primacy
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of . Lhc funding ir clenr]y npparcnt when we consider that the technicel
assistance and training would’ have little impact without the money to .
implement projccts- The. moncy oils the wheels of the process. Also it
has enabled the localities to demonstrate quite clearly that considcrable
capacity’ does exist in local government to conduct development in a
detventralized way. ‘ |
- It 1is nlso'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 thenm in the lang-run. ' '

Anothsr aspect of the financing, which is very importent in the
' governorates, is that the USAID grants provide acczes to. foreign exchangef
with which heavy equipment can be purchased from the United States.‘
Governors repcetedly mentioned during the Asscssment that they have 3reat
difficulty securing thc forcign erchange componnnt of - their BAB i1
'budgcts. :

Another leeson from the USAID experience is thnr the inplementationf,
of the USALID activities has ‘posed problems of coordination in some
govcrnorates.: ‘The plannin of these. activicies was. done Vrelativelyj,
independently: of each - other, nnd consultntiun was inadequate in "the
govcrnoratesQ Ue now havc a policy conmittoc in Cairo to set the overall
dircction ofA the sector. It must be remembercd, however, that the
coordineting, thc planning, and - the iuplementating.of each activity still.
has to uappen in each govcrnorare, vhere mid-level nunagement skills are
needed. . The sector program is not, at present, building intermediate
rmanagenent cnpacity in the dirtricts ~and povernorates ~- long run

viuhilit) o‘ the proccss iu dependent upon this.

During our interviews in the aovernoratos it was mcntioned severalf'
tines that the Scctor Program provides no money or tcchnicel assistance
to the: nedium sized towns (50, 000-100 »000), many of which are markaz.
ccntcrs. This. presents an opporlunity which 18 dlscussed in the stxutegy

scction.
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"IV C: MAJOR CORSTRAINTS IN THE SECTOR

St

Thelhssessment tean found three'maih constraints which ate‘delaying
the progress tovards more complete decentralization of local government.
These are:

1.  Policy Discussion Constraints,
2. Local Financial Cons;t;ints
3.. Personnel Skill Constraints

1. Policy Discussion Constraints

In the past ‘there has been relatively iittle discussion of the
V achievenent of sector goals between USAID and appropriate parties in the
GOE,;- and those who were involved in the development of our ‘current
sctivities have either retired from sovernment service or moved to other
positions. During the' assessment we found those 1ntervieweea concerned
with polfcy iesues (goals) were often unaware of the achievemente Jf.
gector activities, and those responsible for project implementation had
Iittle to say concerning sector goals -- _with the exception of some very

Lnowledy able Povcrnors.

Obviously the groups need to be brounsht tégether and tbeflével 6f
1nfornation nbout thtir respective roles in Lhc'procesa. activities, and
concerns iucreased so that meaningful, acLion oriented discusaion» can

take placc.

2. Financial Resougge Conatraints

“\ .
~

The sccond major coastraint in the ééEbnr in the inability of the
national and local governments to fund all tho Jocal needs for basic
services. There {8 a large gap between requests from\Lbe local units for
investment projects in thelr annual III plans ‘and the mgﬁey\nllocated~by
the Ministry df Planning 1n the national budget plus small amounts

avallable from local smources.



R ﬁSAIﬁia fundo‘are'filiing the gap, to some extent. The eiponoitofé :
.of an average of US $60-80 million per annum cquals one fourth of the III
~investment budget for local government units in 1982/83, ‘ RS
The discussions at the rccent national conference on local7
government finance 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 iocal'lewel, to continue the type anu level
of fonding preaontly being provided by USAID. Increased allocations from
the central treasury to local units' investment Budgeta are a step in the
right direction, but the increases ate dependent -upon central decisions

and do not enhance local self-reliance.

3. . Personnel Skill Constraints.

The ‘quality of planning and management skills and the adequacy of :
support institutions at all levels of government, (central, regional,
' governorate, district and village), are vital ingreulents for the full
implementat?’- . of decentralization laws. The Team foynd that one of the
most significant contributions of USAID sector assictance has been: to
give local units of govornment; firet in the viilages and more recently
in thoioajor urban ciLy l-vel, greater opportunities to plan, budget, and
execute projects -through program support. However, the ability and
,opportuni;y~ tOIbTOquy carry out these processes and fu.ctions beyond
USAID funded activit.es is still limited.

New 1unctions and taské of local government planners ond mahogors
under recent decentr-lization laws have not been rudcfinco to reflect new
~reoponsibiiities.A These new roles now require local planning initiatives
and the ability to mobilize and ranage resources beyond those provided by
central government. Morcover, * serlous constraints hiqder full
participation of iocnl clected councils and non-gevernmental groups in
the planning orocesscs mandated under .decentralization luws. Elected
council  members often lack the necessary skills to meaningfully
pnrticipatc in the identification and revicew of planning and‘ project

options. They cannot translate such options to their constifuenciesvand
consequently loavcs this service dircctorutca Qofking in isolation

without adequate local interaction.


http:opportuni.ty

.. 25' -

V. INE_STRATLGY FOR USAID

Thfs étrategy is presenﬁed by the Assecgment Team as a basis for opening
discussiuns between USAID and cthe Decentrallzation Sector Committae. The
final strategy will be the result of thcse discussions. ' ‘

This strategy addresses the constraints discussed in the previous
section and 1s derived from recent guidance issued by AID in whshington..
Our recommended strategy is based on AID/W policy responses "to the economic
development .problem”,1/ and guidelines concerning assistance to local
government”. ' '

The strategy stresses policy dialogue and institution-building: two
arcas of economic assistance where AID has special expertigse. It also
. addreeses AID's concern with developing local private enterprise and

providing for rccurrent costs in the futu=e.

The policy discussions must recognize that dcspite the many factors.
‘which are external to Egypt 8 cconomy “... over the longer’ torm, thc
recipient rountries' own economic and sorfal policics on the dominant
influence on its econoric growth"(a). The strategy must be "collaborative,

not adversarial”.(a)

The strates will address the nced to build sxills and human capaﬂity in
cruc‘nl oraanizations tv cnsuve the continuation of the deceutralization
process and its contributiqn to improviug the quality of life for many of
Egypt's poor. "The development of human resource. =-- in other words “"human
carital” -- {s vital to the growth of overall product{vity and the efficient
us2 of physical capital. While the accumuiation of physical capital
resources iy essential to economic growth, it is the people that shape and

energize a nation's development oo It {8 clear that investment in a

1/ Quotes in the folloving paragraphs taken from; (a), Remarks by M. Peter
Maciherson, Adzinistrator, AID, to the Committec for Economic Devclopnent,
New York, 11/10/82, and (b), STATL 199220, 7/17/82, AID Support for Local
Governaents Prcirams,(complete cable in Appendix J).
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country's human capital 15 strongly‘éoﬁrelated Qlth ,..} rural and urbnh
development ..."(a). . ‘ T .
USAID's past strategy has; and future strategy will, recognize that the
Adminisﬁrator's "primary concern is that AID ‘assistance strengthen, not
weaken, the independent capacity of lqcal government at the local level, and
that our assié;unce positively encourage, not discourage greater community
partiéipn;ion~ and . self-reliance, including the growth of 'privafe, |

non-governnental organizations at the local level.”(b) Aud that:

i. If funds are administered through a centrzl governnent hirearchy,-(or
local governments linked to central goverament), this support shouid not
increcas2 dependency on central - government initiative, but rather
strengthen local capacity to promote local development.

ii. Programs should increcase local reveiue raising capacity so that local
communities can assume operating, maintenance and replacement costs. .
Effective assumption is a crucial tecst of decentralization. |

"11i.When local units of govcfnmént'are fo..d deslirable for assistauc~, “eee

support should be viewed as a long~term institution building procesb

which requircs an AID commitment to a long time frame in order that
sufficient opportunity is allowed for developing sustainable sélthelp"

'capacity."(b)_

- Several activities with specific purposes are recommended by thé
Assessment  team to address the consiraints identified ia the previous
section. They are designed to build on, and ccrj lement the existing sector

activitics.

Policy Diccuseions

With repard to policy dincuueionn wo supjest that: the strategy encompass

the followling purposcs:

A.. To support and enhance iustitutions involved in policy making in the
scctor. A ' ‘

B. To develop an evolving constituency and a growing network of
institutions cencerncd with decentralization policy, and Iincrease
awarencss of decentralization goals and activitles among all partics.
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Preliminary suggestions are made regarding activities qd:aCébmplish
each purpose ' ' | ' - ‘

Purgose'A: " To support and enhanccv those institutions involved in
policy making in the sector. .

Activitz;&: Assist the Sector Stee~ing Committee, formed in Nevember,
1982, to become a center of thinking and action and a vital
support to the Supreme Council for Local Government and the
A Local Government Committee of the People's Assenbly.
Discuscion: ‘

In the GOE, the main instrumeéta‘for conducting the decentralization
dialogue are the Supreme Council for local Government Y(Prime &inister,
Governors, d&veinorate Popular Council Chairmen, Minister for Local
Government, and other Ministers as requested) and the Committee for.Local
Government of the Pevpie's Assembly. The forﬁer has never met since its
legal definition in Law 50/1981. On " the other hand, the Assenbly
Conuittee 1s very active. It Acollects' and reporte information from
villages, districts, gs.arnorates dnd from the Assenbly's Central
Auclting Office. Using this information the Committee writes ifsv own
reports. The luuncil and the Commititee are responsible for develuﬁing
localigdvcr"ment policy and assessing its implcﬁentation. The fact that
the Suprere Counéil has not met 1s a missea opportunity for
decentralf-~ation. It 1is syoptomatic of the problems of inplementing
policy and establishing new institutions. , : :

USAID should encourage the GOE to c¢stablish é schedule for the
Council meetings sov that it ecan bring togather the. primary actors
concerned with local goverument and decentralization. This will enable
the Council td begin to perform {ts role as specified in Chapter 2, Law
50/1981 -~ that of bdiscussinn all matters related to  the local
governnent sysfcm regarding {ts. reinforcement, development, and the
suzgestion of laws; rules and regulatlons affecting the loeal conmunity.”

The 3Sezctor Stcering Committee can perform fts role as a center for

decentralization thinking and action by broddcnlng fts membership beyond

those organizations dircctly involved in the implementation of GOE/USAID

sector activities. Tnstituiions,.such as governors, the Central Agency
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for Ovganization and Administratlon, Minlatry of Mhnpowcr. Development
Barits, Universities and the People's Assembly should be considered -for
nembership. This wili develop ,thé congstituency and ~ihcreqse ‘the

information level in appropriate agencies.

USAID is linked to the pblicy process through the Sector Steering
Comzittce and the Secretariat for Lbcal Government. The Secretariét is
the executive arm of the Supreme Cpuncil, and will provide the chairman
of the Sector Steering Committce. The Technical Secretariat of 'the
Sector Staering-Commitfde will be'ﬁoused within the Secretariat 6f the
Local vaernment. USAID sits on the Steering Committée and shares in ité
deliberations. The Technical Sccretariat ls an essential part of the |
Committee and will carry out the Committee's coordinuting and information
functions. .It' 1s -responsible for data collection from the sector
activities, and monitoring the execution of the Steering Committece's
decisions. TechﬁicélA assistance 1is required in the early staces to
assist in the Secretariat's development 1nd to support the Committee's

agenda under .urposc B, below.

_ The team recommends that. USAID offer the iért-time services of an
AID project officer, to wurk directly'wich the Commit*re Chairman,oh the

davelopment of the Secretariat.

Purpose B: To develo, an evolving ccastituency and Iincrcase awareness of
- decentralization goalr: and activities amony all institutions.

“Activity B: Provide techmical aml financial assistaace ‘to the Steering
Committee and {ts Technfcal Sceretarliat for developing an
: information program on decentralization goals and activities.

[iczussion: ‘

. 'Compatibie goals exist within. the GOE and USAID regérding functional
éccantralixatioh and local  participation in deciqion-making.
Crnniderable progress is being made with the former, bﬁﬁ less in the
latter. Decisiohs,' madc‘ lodnily on local 1suqes, without regional
implications, are still being preémptch nationally.. Regarding fiscal
¢ecentralization, we are still far apart on policies for greater

flexibility in local budgeting and greater local resource gencration.
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AID ec sift3nce shwould help the Commjtlce tO develop a policy program~
Lo’ bring the goals of inecrvrted partics clo,er together. It may
include, but not be 1 rited to: o '

a. Periodic revic.s of POE/USAID ~sector activities -- presenting‘
N feedback on the achievement of gctivity. purposes und eneuring
that . 1inks to sector: goals ace specified and developed'
b Reports on oecentralization activities outside the Sector
.Program,- such as Besic Education, World Bank and other donor
activities with local units of government,. ' ,
ce Organizing working groups for policy studies on issues, such as;
i. developing local financial resourcec°
ii. provision of block grants or natching 3ranta from the
central treasury for local development activitiee,
ii. separation of local government and national budgets; .

iv: provision of appropriately :tained staff in locel
government, :

fv. recurrent costs, charges for services;

vi. -continuity of sector activities. .

For furthes discussion of fiscal lssuss sec the end of Appendix

. D. . ‘ '

d. Crganizingv and/or participating in  existing  annual
seainar/conferences ca local government; ' : '

e, Developing ~ publication program in support of above activitiee

to raise the information content of al) activities.
All new GOE/USAID decentrali.arion activities should be developed
srough  the. Sector Steering Committee as they ‘provide “unique

rportunities to enharce ‘institutions and build constituencies.

" Tlnaneial Rescurce Conetraints

:For &ddressing financial resource constraints, and ensuring the
’ccntinued eperation, maintenance and replacement of current: GOE/USAID

zativities, the'following purposes are reconmended:


http:rtunit.cs

- 30 -

c. To increase local financial resources for development activities,
including tax revenues, fees, local levies and investments from the
private sector. ' S

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

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 Secto: Steering Cuomittee, the need for

: increased local funding and the continuity of funding of
present USAID sector activities. Under the aegis of the
Steering Coumittee, a reservch 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 Comnittee fur Local Government-
The Committee should be enconrraged to develop new activicies
and change existing activities, based upon the reserach
results, which would require, over time, an increasing
proportion of funds tov be provided from local sources and/or
"blockgrants” from the central treasury, as discussed below,
under Purpose D. '

Discussion:

Without a stable local revecnue base with funds that are raised and
kept locally, the goals of fiscal decentralization will not be met.
Consequently, USAID musﬁ scek ways of building local revenue generation
tato any new activities in the sector. Over:ine, ags local revenues
increase, the USAID portion should be reduced, an: the shortfall would be
picked' up locally. This would tr.ly {nstitutional local project
developnment and control.

During the Assesment governorate officials persistently pointed out
the need to ioprove basic services in mediun sized towns (56-100,000
population) <«here living conditions are often as bad as those in bajor
urbin erecas or in rural villages. Any new .activity in this area should
Se devcloped through the Sector Stcering Committee and aimed at
encouraging, to the maxinum extent possible, a variety of approaches to
increasing 1local revenue generation. - The activity would provide a
framevrerk  for institution building, and plnnping and management

‘devclopnent in the marakez, governorates and regional planning officeé,

to camplement vork already bedang done in the villapes.
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The planning and development " of .such an- activity conld be . done

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

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

NUS and the design studies for thnse came activities would form the basis

~of any dnsign. Local private sector construction. contractors could be

encouraged by Tequiring that a. sisnificant nunber of the sub-projects be.

earcarked 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 Committce's program of research and
. develornment, develop activities which explore and
demonstrate the efficiency of more flexible approaches to
central subsidies. :
Discussion: :

There 1is a need to change. the perception of central 'government
subsidics from ”project specific f{unding to local government units” to
“block grants.” This would ‘enable them to set their own priorities. meet °
their own demends and choose the methods for service delivery on a more
flexible basis thai precéntiy exists. The block grant structure can be

uscd to reward governorate productivity, and equaliia incomes.

Purpose E: _'To assit governorates to :dentify and mobilizec alternative
f.ancial resources beyond those provided by government.

Activity E: Provide technical assisrarce to governorates for the

‘ " identification of options in wobilizing alternative
financial resources beyond those provided by the governnent,
both local and central.

Discussion:

Tn enhance the continuity of efforts alrcady underway, {.e., to
institu:ionali:e the USAID funded types of activities local governments
need to develop additional financial resources besides those being
provided ﬁen:fally and through 1lncal révenues. Local governments also.
need to develop great local resources to address the many unmet needs not
financed or only partinlly financed by government funding. Local.
dfvelop~e1t and coxmercial banks, coopratives, voluantary organizations

and other pri.ate sources nced to be studied.
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Personnel Skills Constraints

The purposes recoaxnended to developvpersonnel skillé are:

F. To  improve planning and management - skills  at governorate
headquarters and in towns (rarakez). E : ‘ ‘

G. To increase the participation of e2lected councils and 1local
representatives groups in defining and implementing  local
developnent. ‘ ' -

Purpose I't  To .improve planning budgeting and nanagement skills at
governorate headquartera and in towns (marakez). )

Activity F: New activities. should be principally aiwmed at the town
level, which would cuphasize 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 projects.
Discussion:

~ There is an uréent need to greatly improve the quality of planning
and management skills at the governorate and town levels. No amount of
work at the -—lliage level, in small rcale works, will con;ince central
government authorities, especially the Ministries of Planning -and
Finance, that 1local governpenf has the capacity to carry out all local
service activities inciudig planning, budgeting execution and follow-up
without considerable central government assistance. Moreover, central
planners are at pre.ent too involved in project specific octivities and
spend tco little t.ze in doing' national and vegional planning. A
sinultaneous upgradiang of skills at the central level, (short course and
seninar participatira), while 1increasing abilicies .of local unit
officials, coula dramatically increase decentralized plannirg and

canagement functiono.

Purpase G To increase the participation of elected councils and local
representatives grceups in defining and icplementing local
developrent.

Activity G: Assist in the development of information systems in the
governorates and marakez that would be available for use by
elected councils and non-government groups. Select certain
projects for USATD funding which would be planned and
executed by local noa-government groups. )
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Information systems serve to document the number of viable options
for action (or 4inaction) and help decision-makgrs choose among the
options for the allocation of scarce resources. Inforﬁation is different
freo "data”.. Data are expressions of aspects of reality " or
characteristics of the environment. Information on the other hand, 1s-
the aggregation and synthesis of data into a form that directly bears on
“the problems fﬁcing decisfon-makers. Locally elected officials and
‘priva.e development related organizations i.e., banks, savings and loan
‘associations, small industries, and/or agri-businesses often are haﬁpered
by a limited information base as well as by the lack of téchnical project
developument. and analysis skills. Improvement in both the informafion
base and the skills available to these groups would "enhance the'qualigy

and breadth of decisfon making.



Decchttalization_Sector Assessment: January 1983 .-

.Anggﬂdix'h

SCOPE OF WORK AND METHODOI 0GY
14

Th!s appendix contains the original scope of work for the ahsédbmént.
a brief description of the methodology used by the team and a list-of the

’inétifutiohs'vis(ted and the positions of the interviewees.

The Scope of the Asscssment

A. Identify the current and potential decision-makers regarding
decentralization throughout the GOF in Cairo and in the
Governorates. Identify present GOE intentions and goals regarding
both administrative and fiscal decentralization.

This will involve several extensive intervicews with senfor members of
many Ministries, the Popular Asscmbly and its special committeer. the
Party, and the Governorates. A snowball sampling technique will be
us~d starting with a list of {nfluentials compiled by LAD. Their
views about de.2ntralization, their role in decisions regarding 1it,
and their assessment of future dircctions will be =scertained.

'B. Analyse the current planning process rad investuent allocatiuns
(Bab III) and expenditures made in th--e governorates, from 1975 to
present. Determine source, size and use of other local finance for
development' projects. This will c.-11 a detailed analysis of local
investment budgets allocatfons, and expenditures and the planning
process upon which the budgets are based, in three governorates over
a 5-6 year period. At lecast :.2 of the governorates will be an
original BVS site. Other sources of finance for 1local projects,
particularly local revenues and special funds, will be examined.
This activity will provide hard “4ata which will indicate and clarify
the more subjective information collected in Part A.

C. .Begin a policy dialopuve within the Stecring Committee and ~1ith
otiier important dceision-makers identified <n A above, using
information. developed during B.

D. Develop a strategy for the Steering Committec and USAID to ensure

that mutually acceptable goals are specified and actions are takun to
reach the goals.

3768D/0063Dgbk
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C and D will involve the Sector Stecering Committee, USAID and other
appropriate organizations in a continuing scries of high-lével
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
Teport was presented to the Hission on 1/20/83 and circulated outside the
Mission in mid-February, 1983.

The Assessment Team

The team comprised:

Rural. Development Advisor, Local Administration and Development
Off{ce, USAID/Cairo, Tecam Leader, : :

Urban/Regional Planning Advisor, Program Office, USAID/Cairo,
Public Finance Economist, AID/W,

‘Public  Administration . Specialist, University -of .fansoura;
Consultant, : . ,

Po:.1ical Economist, University of Cairo; Consultant.

Originally it .ad been planned to request that the GOE assign two uembers
of the Technical Secrctariat of the Sector Steering Committee to work
closely wailii the team during their investigations. Unfortunately the
Steering Committee had only just been formed at tne beginning of the
assecsment and its Secrctariat had not been organised so no staff could
be assigued to the Team.

Three rescarch assistants, who. compfled anu translated some of the
data fo. thec financial analysis were graduate students of the consultants.

The two local .onsultants were invaluable members of the team as they
knew where to look for information, how to secure the information, and
how it fitted together with the other information collected by the team.
They shared with the team thelr own publications and unpublished analyscs
as well as the raw data from thelr own ecarlier gurveys of local
government affalrs. The protocol requlred in arranging many of the
visits by the team was casced because the Interviewees were, in many
cases, the personal acquaintances of the consultants. This also, no
doubt, meant that the discucsions were much franker and less formal than
would otherwise have been the case.

y
Y
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~ Conduct of the Assessment

~ The assessment 1is outlined in Figure A-1 on thh hext 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

articlés were published in various Egyptian magazines and papers. Some
of the early articles were most critical of USAID's research prugram and
suggested that AID was treading in scnsitive areas and trying .to play the
role of a “"government” within the government. Later articles regponded

to these points and indicated how small AIL's investment in research and

- development was in relatipnship to its total prugram.

It was with sgome trepidation, however, that the team began 1its
investigation of the potentially sens*tive arcas of local government
finances and decision-making. A cautious, Jow-key approach, beginning
-our work primar‘ly in the governorates, paid off and we mot little
reluctance or resistance to our studies, except at the Ministry of
Finance. The success of this approach was due in inany respects to the
skill of our consultants in explaining - the purpose and methods or the
assessment’ to Egyptian intervievees, and using personal contacts with
former acquaintances and friends to introduce the team to the appropriate
intervieweces.

The data collection str-~tegy ifuvolved locating as -maﬁy wrirten‘

documents as possible. Analyzing and sunmarizing. them and then asking
interviews to anplify, cenfirm and develop ideas gleaned from the
documents. Tabulations of financizl data werc made from all GOE national
budgets 1976 through 1982/83. Many laws, <vcrees, governorate
regulations, and governcrate btudgiets and final accounts were collected
and studied. After five days of intensive study we began our trips to
the governorates: Giza, Menoufia, and Qena. T:u> days were spent in-cach,
Interviewing the Governor, his senior staff, and scveral counci'lors from
the governorate and marakez counclls. The team was surprised by the
openness and frankness of he discucsluns and also by the length time
spent with the team by very sonior officials and respresentatives to
ensure that information was complete and weal understood. The team
usuzllv split into twvo groups, one concentrating wupon finances and
working closely with the Department of Finance and their books,; while *he
otl.er aroup discusaed furctional anl political aspects of
decentralization with the executive and elected members of the local
councils.

The discussions always bepan  with  a review of existing
decentralization octivitfes focussing on progress and proklems. This was
an excellent 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:
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i. deVelonnentlplahQ, their formulation and 1mp1éméntation,'
ii. decision-making regarding plana and projects,

‘111. resources for plan 1implementation; sources of finance and who
‘ .- controls them; sources of skilled staff and who controls them,

v *he local development funds aud how they operate,j

V. the negotiations that take place betwaen the governorates and the
central ministries regardiug development projects,

vi.  the management of development projects,
vii. raising local revenues.

Documents, collected during the meetings, were translated and
reviewed by the Team. Sunmaries of the information were written and - are
included in the appendices of this report. Additfonal information from
the villrg2s-was taken from a survey of 128 councillors and 250 villagers
conducted earlifer in 1982 by one of the team's consultants. The full
results of these surveys will le published separately. The major
findings were then dic-ussed by tecaw and are included in the body of the

report.

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

PERSUWAL SOURCES OI' INFORMATION

1. Intervievs conducted by 1/15/83

a. Giza Covernorate

Secretary General

Assistant Secretary General

Dircctor of Finance Department (Ministry of F;nnncc)
Governorate Dircctor of Finance

Dircctor of Developiment (ORDEV)

Director of Urhan Projects

Dircetor of Planning and Follow-Up

Seven Cihalrmen of Markaz Exccutive Committces ‘
Secrctary, Giza NDP, and Assembly Member from Giza
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‘Menoufia Governorate

Govarnor

Secretary General

Assistant Secretary Genergal
Governorate Director of Finarce

" Four Chairmen of Markaz Executive Committecs

Ce

d.

Coe

h.

1

Qena Governorate

Governor : )

Chairman, Governorate Popular Council’

Secretary Ceneral

Directnr of Development

Dircctor of Finance (MOF) -

Four staff of Financc Department working with Local Funds
Chairman of Markaz Executive, Luxor ' ‘ ‘

Local Officials

128 Intervicws with Local Cohncil offi :{als in aeveﬂ
governorates. ' ' : . o

Ordinary citizens

250 Interviews with citizens of vlliage units in seven -

gc ' "oratces

Ministry of Local Government

The Secrciary of Local Government
Director of Research and Traiping
NMrantor-General of ORDLV

Miuistry of Planning

Regional Pianning Officer, Cairo Region
Regional Tlanning Officer, Morth Upper Egypt
Former Deputy Minister for Repfonal Planning

Ministry of Investment and Internatfonal Cooreration.

Director General, Dept. of Conper.iion with U.S.A



'i;’Natiomal In;estment Bank

Chairman of Sector Committces

Secretary General of the Bank R _ .
Chief, Sector of Localities, Public Services and Popular
Development ' '

3. People ] Assembly

Local Covernment Committee Chairman.

11, Appointments are pcnding with:

Ministry of Finance
RDP Committee on Loral Povernment
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APPENDIX B

The Lepal and Administration Context of Dccentrnlization:

Three key functions are involved in the legal context. of decentrnlization,
1) planning and budgeting, 2) revenue generation,’ and 3) administration.

1 Plannin" and Budpeting:

The functions of planning and budgeting arc closely related. The abil‘ty to
execute plans depends to a great extent upon the adequacy of Sudget resources
availahle. In Egypt, the planning for BAB III capital investment is an annual
process. By law it is mandated to take place at all levels of government
together with the preparation of annual budgets uecessary to execute the
plan. Over the past several years, a network of planning activities las been
established across different ministries, agencies and governorates. These
units compile data, and prepare draft plans in their specialized areas of
activity i.e., 1in industry, agriculture, education, transport, etc. It is
then the ‘cole 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. 20/1973 and by the, Laws
of Locul fovernment 42'1979 and 50/1981. Figure 1, on the next page, outlines
the process. At present, the Ministry of Planning, through the Natirnal
Invest: 2nt Bank, controls thc allocation of investment funds to all ,overnment
activities. It gives direction to investment programs, and authorizes and/or
helps to establish project prioritics at the local level. :

a. The Annual Capital Flanning Processl/

Early in the Calendar ycar governors advise all ‘the local units in the
governorates about gennrral policy and natiorial priorities. ine governnrs
provide local units with a broad outline of the Mational Investment Budget, as
- recomnended by the Council of Ministers, that will be submitted to tne
Parliament for consideration, amendment, and adoption.

Given the total national investment budget, the Minister of Planning prepai.s
a general wudget breakdown. After discusslon with other Ministers he proposes
how much should be allocated to each mini&Lry and to. the headquarters of the
- governoraltes == subject to the approval of the Council ¢ Ministers. :In turn,
each minister, with the assistance of the Minister of Planning tentatively

Ysee Darson, Brinckerhoff, Sabbour S.A.E. Feh. 1981 Final Report, Basic
Infraeructuro for Prov!ncial Cities, USAID Contract 263-60-K-027.
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will 'dis:rihute' a portlon of his budget for investment (B-III)v to fhé
governorates. This. tentatlve distributlon is discussed at length with the
Council of Governors. The local government investment budget also will be

divided between the governorates taking into consideration high priority

prograns. -

In March/April of each year, the governors know approximately huw much each is
likely to receive in Investment funds for governorates functions under their
direct corntrol;. the ministers have a rather general idea of their budget and
how much will be allocated to each .of the governorates and they reportedly
advise their governcrate directors of those amounts that can be used ‘as
guidelines- in the prcparation of budget proposals. o :

At the same time, each of the local units of cach governorate put together
their proposed investment budget. For each local unit (such as a city) this
1s the responsibility of the planning officer for the headquarters funccions
and of the local representatives of the various Cairo ministries (who usually
work with and report t»> a Director of that function at the governorate
level.) They prepare the 1list of proposed expenditures for their respective
sectors. At the city, markaz and village councii level, capital budget
preparation usually is initiated by tle elected council and coordinated Ly the
adminisirative officers mentioned above so that a1l -the nceds for projects as
perceived and expressed by the people can be nroperly recorded in the
investment “plan”. Although some priorlties may be expressed, no attempt, is
nade at making accurate costing of the rcquests. There 1is a lack of
appropriate expertise at the local level of government. Also, any attempt at
local budgeting is perceived by the eclected councll as interference in the
administrative branch of the government. In other words, this process of
listing all the proposed investments is a prerogative of the elected cnuncils
at -the local level. Electrd councils are ncither willing nor interested in
getting too deeply involved in a real budgeting exercise.

Requests for capital expendituces of the rity are complied by the city
executive council passed by the eclected councils, ‘and sent to the
governorate. These are asrembled by the chief planning officer who presents
them to the executive council. Since the council includes all the diiectors
who have received their gildelines from Cairo, it should be poscible o make
budget adjustments at this level to iore closrly conform with the amounts that
are 1likely to be approved in Cafro. However, seldom are any adjustments
cade. The prevailing attitude is that the "necds of the people” should go all
the way to Cairo and bhe at least secen there -- even though the 1likelihood of
acceptance is rcmote. '

Under Law 43/1979, Regional Planning Coruwissions are responsible for:
. coordinzting governorate plans and determining prioritics proposed by the

Regional Fianning Agency; followlng up on the cxecution of the plans, and/or
nodifications to them; proposing regional cronomic and social developnent
plans; and recruiting and training competent personnel.

The gencral framework for regional socfo~econouic development in Egypt 1s laid
out. In Its Tive Year Plan. The plan is supported by yearly allocations of
fundings to govcrnorates by sector, as well as to development ministrics.

L{‘)
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Little has been done to date to'imblement a regiohal approach.to,econoﬁic
development. Moreover, the eight planning regions of the Ministry of Planning
compete with the six regions used by the Ministry of Devclopment.

The Ministry of Finance, entrusted with the budgetary process, 1s one of the
most powerful ministrics in government. The Ministry plays a dominant role in
deteraining the structure, priorities and the amounts of :he different
sections of ‘the budget, particularly B 1I. ¥ost' importantly, it is involved
in "reducing” the amounts requested by various ministries and local units of
government for centrally controlled fundus to an amount consistent :ith
estimated revenues for the entire country. Sea figure 2, on the next page,
wvhich outlines the process.

The Egyptian budgetary system wuses the the budget for control and
accountability in a traditional way racher than as a tool for project
. evaluation, wmonitoring or resource. allocation. In order to improve this
system, a National Investment Bank has been created. The National Investment
Bank administers investment funds allocated to lozsl governmental units.

b. Approved Capital (Investment) Budgets

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

1. - The governorate receives a lump-sum amount for its héndqugrfers
capital expenditures with some guidelines as to how it shnuld be
distributed among various functions. -

-2 - The central ministcries with dircctorates at the governorate
level rececive gross amounts fo: capital expenditures for their
respective functions and make allocations therefrom to the

- directorates within the governorates. = -

3. "The other miuistries and indepandent agencles receive gross
anounts for capital expenditures for their functions and
fubsequently make determinations of the amounts to be used fer
projects to be carried out in the respective governorates.

4, The governorates are provided with some funds for various
‘economic investments. A
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For the headquarters, the allocatior to the governorate by function (or
projuect categories) 1s distributed among mrarkaz and local units by the
governor and his executive and elected councils. For the directorates in each
governorate, allocations are gencrally made by the ministries, in lump=~sunm
amounts, with distributfons being worked out largely by the executive council
and the elected council. For the economic: 1investment 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 1in Cairo of the. investment budget allocation made in ‘the
governorate, the National Investment Bank directs the Central Bank to deposit
one quarter of the total amount approved for tka year to the BAB-III account
of the governorate. Thercafter all payments ar2 made by check on that
account, signed by ‘the finance officer of the governorate.,

A quarterly report of expenditures is sent bv tic governorate to the National
Investment Bank and the funds for the next quarter will be released. At any
time prior to the end of the fiscal year funds that are not likely to be
conmitted may be transferred to any other B-III ftem with the authorization of
the Ministry of Finance and the National Investment Bank. Any amount not
spent at the end of the year can be used in the nex:t fiscal year upon projects
alrecacdy 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 direciorates, expenditures within the governorate are
determined by then -~ frequently after consultatior with vLi.e governor.

c. Interplay of Headquarters and Directurate Functionsgf

It appears that so Jong as a function is at the directorate level of the
governorate, the dlrector .of the function is protectcd arainst intrusion upon
approved appropriations. 1In other words, the appropriation eventually must be
used solely for the function to which It relates or it lapses. On the other
hand, appropriations made to the headquarcters functions generally are subject
to allocation by the governor, the cxceutive council and the elected council
arong the local units. “Therefore, it scems that the shift, 4in 1980, of
highwrys and transportation and of youtn affairs from a headquarters to a
directorate catezory had the effect of further centralizing these functions
avay 1irom governorate control. On the other hand, the shifting of
consicerable and growing funds for now housiny and for certain elements of
potable water supply from the Hinfstry of Housing to a headquartoars
classification at the governorate level could be considered as a signal to
“accelirate the process of decentralization.

In general, hovever, for public utilities such us water or waste watcer, only
expenditures for replacement or uppradiug and cxtension of the netvorks ate
expected to be included in the headquarters budget.

2/ pg g

P



B-7

It was stated that the decision to 1hc1ude these pfojects in the headquarters
tudget instead of having them handled entirely by the Ministry will depend

tpon thé judgment made in Cairo as to the ability (in terms of engineering and
renagezent expertise) of the local unit where the project is to be implemented.

Concerning roads, only repairs and  upgrading of city streets would be

crédfinarily included in the headquarters budget. Deyond the regularly budgeted
EAR=III funds for roads within the governorate, o special fund is maintained
et the national level from proceeds of the 2 plaster/liter gasoline tax.
Y'ories from this fund are distributed among the pgovernorates for the expressed
_purpose of building of new roads between villages and the nearest main road.
The fund is managed in a pencral scnwe by the Ministry of Transportation =~-
towever, the transportation officials of the governorate appecar to have a wide
latitude in the application of the funds within the pgovernorate. The
Trznsport Authority is responsible for the m~in Cairo/Aswan highway.

Flectricity is controlled by a regional organization that purchascs power
vholesale from the national povernment at {its substations. From these
substations, the regional clectrical orcanization (economic organization)
distributes power to local units, provides maintenance and installation of
cervices and In some instances it makes arrangements with the local
governzental units to collect fees for e\ectricity.

The other public services within the governorate and/or local units, e.g.
ctrecet clearing and selfd waste disposal), ecquipment and vehicles, social
waitare, tainten<=ie of public buildings, fire protcction and traffic :ontrol,
ere srovided from & national pool which is discributed among the governorates.

Fducationul funding particuiarly for B-I and II {s beco.ing more a function of
local government through centrally provided funds. Chapter III investment
expernditur~. {n education are plavned for and budgeted in the following manner:

- Povcrnornteq scomit the plans of required *iildings (cach governorate
threagh its planning unit);

- feporiations take place between the planniag unit and the Gencrnl
Administration for Planning and Foll..—up until ajzrecment is reached on
an appropriate plan;

- The General Administratien for Planning and Follow-up submits the
combincd plan for all governorates to the Ministry of . Planning for
approvzl.  Neporiations ave conducted vithin the fundlng limits set by
the Ministrr of Finauce. 1t is somctines possible to Increase the
funding linits but not by morve than L.E. 2 million.

1
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- After ncgotiating the budget and setting a figure (20 million, for

example, .instead of the figure submitted by the General Administration

- 40 million, for example), the General Administration for Planning and

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

to the Ministry of Planning which sends the plarn 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. x . '

2. Revenue Generation:3

Resources at the local unit of government are not suflicicnt to meet local
needs. In order to. bridge scme of this g8ap, central government's grants and
subgidies are used. With limfted pover to gencrate nceded funis a* the local
level a severe dependeacy relationship' has been develaned between local and
central government entities. Nevertheless, over a period a several years
through a numbe. of decertralization laws, a certain  amount ~f revenue
generation capacity has been built into local units of government at the
governorate, district, town and village level.

This section traces through these laws.

A. Governorate Level~ Joint Revenucs

Law 124/1960

Joint-reve~ues for the governorate arc obtained through an add-on tax placed
an all import and export taxes on moveable propurtics (stocks, bonds, shares
ete.), and on taxes relating to irZustrial and comnerzlal protits. Half of
the yleld of taxes goes tato budgets where the taxes nre levied l.ev, to
Calro, Alexandfra, Port Safd, Suez aml Asvan povernorates.  The other half
goes directly into a joint fund In the Secretariat of Local Government account
to allocate for speclal developmen* projects i{n all governorat.s.

Law 537/1971 (As {n previous 1law.)

Law 52/1975
Provides for establishmuent of special aceounts "local services and develonment
fund” at the lecal councll Jovel. Fuads In Lhls accomt do not devolve to the
Coatral Goworneent 1€ they are nnt spent at the ead of the fiscal yéar. The
sources of revennoen for the account are:

1. Spectal local duties for the purpose of thls accourt.

2. Profits that may ccme from the development projects financed by
this “speclal fund”.

3{ Tits scction basced wupon PARCO, 19824) NUPS, “Epypt: Uchan Growth-and
Urban Data deport,” Natfonal Urban Planning Stwly, papes 479-482.

o
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3olbonationé,‘contribhtions and support from local, national and
international sources. : .

4o 502 of the increase in the 'gross yield of the local revenues
over local revenucs estimated in the annual budget. o

Law 43/1979
This law provides for the cstablishment of .two additional special accounts.

1.,Spécia1 reQenue from cultivated or reclaimed land sale. 'Thé éross
yleld of this revenue will be allocated to the purpose of land
reclamation within the governorate.

2. Special account to finance economic housing projects within rhe
governorate. The revenucs of this special account come from eight
sources: '

== Revenues from the 6pen land reserved for bullding--i1f this.land is
sold; A : o : ~

== Revenues from houhing bonds;

~= Revenues generated from cxceptions on height restrictions stipulqted
in the law regulating constructfon and building works; .

-~ The auounts allocated by thie central budget for economic housiﬁg
Projects in the governorate In the agrcements concluded by the state;

== loans;
- Grantq, donations, giftsAnnd-bcquests;
~= Revenues from the investment of this account money;

- Rcyeﬁues from the fines specified in paragraph 1, Article 21 of Law
106/76. . . : T ‘ '

Resources of hoth accounts :pecilfed above are considered to be governorate
local resources. The surpluses at the end nf the year are transfered ‘to the
next years  The rules and proccdures poverning the use of hoth these accounts
ave determined by the Boavd of Governore. : ' '

Tils Board alzo determines, after consultatfon with the Mliinlster in Chntgcfof
inmurance, Lhe proportlon voquired o be [lnanced by the insurance companies
through the purchase of housing bonds.

Lav 30/1981~- Econemic llousinp Fund

45 la previcns law. Howaver, this lav added several new sources for special
1ecoant to finance econoale housing projects: :

1
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1. Receipts from the téx'imposed,on vacant land by Law No. 34 of 197&;"-

2. Receipts from rents and payment of installments ' of Governorate-owned
houses; B o S o - , .

3. Rents'and installments paid for replaqemenc‘houaea'built in the three
cities of the Canal Zone. '

The rules and procedures governing the use of both of these accounts are get
by a decision of the Prime Minister. The Prime Minister, after agreement of
che Minister of Economy, will get the proportional percentage ‘of housing bonds
that must be purchased by the insurance :ompanies.

B. Covernnrate Level - Local Revenues

Law 124/1%60 states that: 1) one-quarter of the land tax and the add~on tax
shall go to the governorate -- The other threce quarters: go to the cowns and
villages; 2) the governorate loca. revenues shall also consist of: '

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

2, Otﬁer taxes and duties imposed by the goverioraty;

3. Receipts from allocations of the funds {n.ested by - the
governorate and all revenues from utilities controlled by the

' governorate; and )

. 4, Governuwent grants in-aid.

B. District Level- lLocal Revenues

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

2. Recelpts from {investments of the district resources ‘and ail-
' utilities under the direction of the dlstrict; o S

3. Government srantg=In-ald,
4, Donations, pifts and contributions.
5. Lnrans contracted by the distrlct council,

D. Town Level- Local Revenung

Lawv 124/1960 provides towns with sources of revenues as follows:

1. Taxes on buflding locuted within the Jurlsdictlion of the town;
2. Taxes on entertalnisent f{rmposed within the Juriédlctlon of the
town; ’

o
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3.  75% of the land tnx-nnd'bdd-bn land ‘tax collected within its
arca of jurisdiction; : L '
"4, Sources. of revenues from'GOVbrnornte Council to Town Council;
5e The towns are authorized to ‘levy a "Bpecial assessment” =-— a

. compulsory contribution == on buildings which benefited from a
project of public utility. This levy is detcrmined by the law.

6.. Duties imposed by the town council to inclqdeé 

'4-gxcract§ " from birth or death records and oOther health
regulations; : ’

-;licenses for quarrfes, mines and hunting;

--regulations of building works, sewérage, road “occupancy “and A
public parks; : : S ' ‘

--oubiic establishments,fciubd'and industfial'and trading firms;

--cattle siaugh;ered;

~-Markets administcred by the'prlvate gector;
‘ ~=-Water, electricity and gas consumption (not heyond 10%. of the
’ valie of consu ption) when these public utilities are unot.
operated Ly the, town;

--Exploiting sca beaches and river banksﬁ

--Rent paid by the occupents of buildings (4% maximum of the
rent). ‘ '

7. quiic utilities operated by the town or services it provides,
: to be paid by consumers or beneflciaries. :

8. Rent of state propecty whether in_ buildings or open land
" reserved for buildings within jurisdlction of a town. '

- 9. Net revenues of the Investment of the tewn funds, public
utilities operated by the town and publie markete

10. Governpental grants and voluntary contrlibutions.
‘It should be noted that the only changes and/or modification to lacal revenue

genceration at the town level bave come from Law 50/1981 which adds duties from
town planning activities to those for sewerage works, roads and public pardens.

5|
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1E.lViiiéﬁé che1-<Locn1‘Revénues '

Undér;LaQ 124/196O village revenues are provided hé,folldst,a)‘

1. . 75% of the land tax and the add-on tax for all iand§ vifh1ﬁ the
. " jurisdiction of -the village council area; U
- 2;,3 TaxeS‘and duties bf'ailocal charécter'iﬁpoégd?By;fhéfﬁiiiage
- “ council; T S R SR Sy
3. The other finaacial resources.

In'cdditioﬁ to the‘above,.othervpluns have prbvlded.fevchheé'deAio§a1‘un1ts
of government: . _ : . : -

‘1) Cleanliness Fund ~ . In 1968 a Law was issued stipulating a tax
L S - on occupants of building (2% on rent) to be
put in a specifal Fund for cleanliness. »

ffZ) CésoiiheVFﬁnd - o In 1967, the price of gasoline was raised.
T o ' This 1increaze was allocated for road

- pavement and maintenanceé 1in the various
governorates. :

3. Administratfon and Traihing

Adninistrative Decentralization may be defined as a process by which authority
and respunsibility for the delivery of basfic human services, {.e., housing,
education, roads, health, water/sewer, social services, etc., have been
renoved from central ministries te departments in the governorates, districts
and villages. Our findings Indicate that for the greater majority of services
this has occur:ad. Over the past several years, through a scrics of
decentralfzation laws and rulings, administrative decentralization has spread
to the provision of housing, educatlion, health, roads and soctal services.
The only major exception is the rrovision of water and scwer services at the
city, markaz and provincial ~{ty level, the authority which appears to be
firmly held by central authoritfes and agencies. B :

Housing 1s now a function of 1local fovernnent. Fach governorate has direct
responsibility for providing housing services. Law  43/1979 eustablished a
special account to finance cconomie houslng projects within the governorates.
Aird deciston making regarding this function 13 primacily local in character.
The central governmeat Hinlstry of Housing emoloyees at the local level are
responslble to the governor who has pow:r over hiriny and firing. And .
although the Ministry is charged with establi{shing national housfng plans,
programs .and criteria, the deslen, constructlon and maintenance of housing in
the governorates ls tecoming more a functton and responsibility of 1local
fovernment . '

>
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Education, 1like housing, 1s Increasingly becoming a  function of local
government . _The local councils make the Jecisions concerning the location of
schools. They also have Jjurisdlction over administrative functions of
education. " They advise on cducational policies,  and managae educational
services., The national budget allocates amounts to support educational

activities in the governorates through three B -- B I for salaries of
teachers, 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 cxpending seven times

as much funds inAthesé accoun.s in 1976 as was the central governmuent. In the
11982/83 period, local government was spending almost 21 times as muc' funds as
was trte central government for the BAB I and Il accounts.

uther service activities such as transportatfon 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 roads may be planned and execcutéed ccutrally but are
raintained locally. On the other ha:u, roads of a strictly 1local character

are gencrally fully under local supervisfon and control. Health Services for

BAB I and II, have shown a tremendous galn locally. In 1976 1local heulth .

expenditures were 4.2 times those . central expenditures: In 1982/83 this
Eigre jumped to 8.6 times. ‘ '

For ¢11 local services, inciuding soclal affalrs, supply, agrlculture, labor
and those cited above, local govecrnnent expenditures for BAB I and IT "hivé
gained over ceatral expenditures durlng the past 6-7 years. In 1976 local
tovernnenl expenditures were three times those of the central govevnment. In
1932/83 they were four times those of the central governnent.

Local government investments for BAB III espenses grew 4 1/2 times ag rapidly
as those of the central governmont durlng the 1976 - 1982/83 period.

Hater and Wasterwater activities appear to be the least decentralized of all

services examined. VWith the exception of the provistion of these services at
the village level, local goverament has responsibillty for only the 0&M of

existing systems.  The Matlonal Orzanization for Potahle Water and Sanitary

Drainage HNOPUWASD, under the direcction of the Minister of Development {s
resonasible {or all water and wastewater fuvestment activities throughout the
country -exeept for those activities I(n Calro and Alexandria. In the Canal
Cittes NOPUASD is rerponsible for capltal {nvestmeat in wantewater.  Thus,
witer/wastevater services remaln primarly In the hands of central authoricies
2¢ in the nands of watec/sewer authoritles who are only partially zecountable
29 local authorities. '

Tha source of Crerating and afnccnance, 08&M funds for Cafro and Alexandria {s
through the Ministry of Finance. In the Canal Cities, the Suez Canal
dathority, SCA, 1s reuponsible for O&M for water, and the governorate is
respousible for wastewator O&M actlivitlies. In the sewer area In the Canal
Cities, and in all other citles tn the country, wlth the »xceptlon of Cairo
aid Alezandria, Goverrorate Pudaets must support 0&M activities for bLoth water
o d secwer, : .

52
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One major difficulty wlth the very 1limited role of the governorate in
wvater/wastewater activities is poor coordination between central authorities
and local government, particularly in the arca of investment planning. 1In the
Canal Cities for cxample, governorates have little advanced knowledge of what
investments the SCA will be making in water or what investments NOPWASD will
be making in water. 1In Ismalia, it was pointed out that several-large scale
Industrial and housing estates are without water or sewer facilities due to
lack of coordination between central and local authorities.,

Investment and resources for water and wastewater facilities through the
central budget are seldom sufficient to meet loca. needs. In some
governorat~s, local committees have rafsed locar funds to develop urgent
wastewater projects. : '

Some experimentation 1s presently under way regarding full governnrate control
over water and water supply. The Beheira governorate, with the assigtance of
IBRD funding, has set up a water corpany that mnst recently also assumed
responsibility for wastewater as well. The idea is to become a self-financing
entity for O0&M 1iu the 1long run. Although the company 1is aucnorized to
determine the cconomic price for selling water, and has the ,.ower to rake rate
changes, apparently w’‘hout approval of the Primec Minister and parliament, no
rate changes have been made to date. It appears that the compauy belicves a
"national mandate” for an increcse in the water tariff rate 1s needed before
they chu.oge more.

The decentralization laws have been an important {ingredient in admiunistrative
decentralization. A sumamary of t%e most significant decrees, and rulings
pertaiulng to adminlstrative decentralization functions follows:

A. Ministerial Committee of Local Admlnistrationﬁ_

Law 124/1950 established a Ministrial Comnittee from relevint ministers to
implemenc this decentralizatton law. :

Law 57/1971 established that the Ministerfal Commlttee of 1l1rzal government
vhich is headed by the prime minister and minlster councerned with local
sovernment.. ' : : '

Law 43/1979 replaced the Ministerfal Committee by a Board of Governors headed

e the” Prime lMinlster and composed of the Ministers concerned with Jocal
sovernnent and the governors. : -

f7able 1V bkelow ontlines the functlons of local authoelties for 21 activities,)

1) lbld, pazes 473
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| _ FUNCTIONS OF.LOCAL AUTHORITIES IN EGYPT*

Functions

Education:

Techinical and teacher schools
Secondasry (all)
Preparatory and primgry '

Health:

Public and specialized clinics
Nursing schools

Units of h2alth education
Regional stores

Public Health laoratories
Central b~-~pitals
CZmergency units

School health unit

Family ~~ntrol

Health control

Heo'+h offices

Motherhond & childhood

" Health .Laits

B=15

Housing, Physical Cleaning Est:*lishments:

Investigation and planning
Icplenentation

Social Affairs:

SstablishncntAand admintstration
Izplementation of governorate plan
Izplementation of mintsterlal plan

Supplies and Internal Commerce

Committees of price control

Directives for fouodstulf distribution
cu,e‘:v[ sion and coutvol of food tuff

d{stvibution
Countrol of commerclal chambers
Mstribution of fondstulfs

Veights and mcasures

TABLE B-l
Lncal Units
Gover-
norate District Town Hay Village
+ - x
+ - -'X na x X
+ - X - X +-x
+ - x
- %
+ - x
+ = x
- x ,
-x + X -.%
-x . -x x - X
X % +x \
-x - X X x - X
=X - X X )
- 4 - X
x -x +x - %
v+...x
£ _ .
+ - - X +=x =x. . +-x
- X , S
-'%x -xX- -~ -x
b x - X + - -x + =-x
+ - x
- X
+ = x
X
r - X - X - x
- - X - X

-+

X

‘rnilcates local unlt respouslhle Tor function dullnd 116075
Indicates local unit respoastble For function durling [975=79

tndfcates local unit responsible for functlon during 1979 to presant.
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TABLE B-1 (Continued) .

Agriculture. :
Imnplenentation of public plan and
crops policy :

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

Irrigation:

. Implemeutztion of the min'sterial poltcy

Manpower & Training.
Planning & development
Care of manpower

Cultire & Information: A
Libraries, muscums, movies ana cheaters

Cluls, associations and popular culture

Art gallieris and shows
Contril of information offlces

Youth:
Preparation of exccut{ve plans and -
programs
Carvying out youth centers
Control of existing agencies
Finance by self-reliance

Tourism: .
Determination of tourist arcas
License :
"Pronmotion of internal tourlsm

Comwnunicatinns:
Trangportation:

Flectriclty:
Approval of clectriflcation pl1n8
Establtishaent and reparation of-
neterorks
Control of eonsumption

Gover- : . S
norate DL trict Town Hay .Village
- - x + - X +-x
<"
X
X
x
+-x . -x -x ~-x X’
+ - x - X tex o -x x
+ - x b x x . X
4 -x '_
T+ - x. o
+ - x. -
» X - L.
.'. . —"
- -x +-x ~x +-x
X %X + x x - X
x
X ; : -
- - X -x . =X - X
- - % -x  -x -x
% X % X,
X X% x
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TABLE B-1 (Continued)

12471960, No. 52/1975, and Ho. 4371979,
regnulatfons for Law No. 50 of 1931, as ir
doe 43, It 15 fncludaed in Ghanim, 19822, Volume [I.

- Town  Hay Village

 Govér-u' 43 o
' :" nornto z,D1strtc§
Industry:  1 o o :ITA‘ | - |
Economic Affair§¥ |  f+:- x #~ x P x
Cooperat{gn: ',{ . '_. Lo . : +-x A '-'x;' +j--$ ‘;;x ."1+ ;Ax.
Building & beveiobn;e;xﬁ -Bf' village:' _ =X :-_ x | x
Security: : o . ,.+-~-*
Al-Azhar: X ‘
| Awkaf: ivjf x -x -x - ;° = x
—57;555;“NEB£;IIZEWE;.B;ngﬁﬁéh.Ghnhlm From Exceutlve Rugulntloﬁs (or Laws No.

There (8 no eaecutlve
[s an amendwent of law,
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Lo 50/1981 states:

l. The Doard of CQGovernors is rcplabed by ua Higher Council for Local
Government, chaired by the Prime Minister, and composed of the Ministers
concarned with local government, all governors and the chairmen of all
Governorate Local Popular Councils. The Chkairman may invite other ministers .
or persons to attend the meetings.,

2., The digher Council shall discuss all matters related to the local
governuent, including its strengthening and development and the reconnendation
ni laws, rules and regulations regarding local government. Most of the
previous powers of the Board of Governors cegarding approval of setting
boundaries of {ndustrial zones and approval of local laws for ostablishiﬁg
productive or investment projects have been given to the Governorate Local
Popular Councils.

B. Hinistry of Local Government

Law 124/1960 creates for the first time the post of Minister of Local
‘Governuent. As a result, the Ministry of Municipal and Rural Affairs was
replaced by a Ministry of Houising and Puhlic Utilities, and all the functions
concerning the supesrvision 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.

(In 1973 a Presidential Decrece 'sas issued establishing the Orgﬁnizatiﬂn of
Reconstruction and Developwent of the Egyptian Village (ORDEV) to work on
rural development.) :

Lew  43/1979 stipulates” for the first time formull, the creation of a
Secretariat. General of Local Government to work under the supervision of the
rmlnister In charge of Local Govarnment and to he considered the instrument of
the Board of Governors. ' :

c. Trnininai

1. “Institute of local Admintstration - It should be noted that in
1965 the Minister of State for local Administration established an Inst{tute
of i.ccal Administration to train the local personnel as well as the elected
mentxrs of the lecal councils. o

In 1968, thece was a tendency to amalgamate all the instftutlions
vort I In the ffeld of development management.  The Institute of Publie
acrizdstration, the TInstitute of Local Administration and the National
Lustitute for Eucevtive Dovelopment were amalgamated into one institute under
the name of the National Institute of Management Developient (RIMD)., Within
this Mitfonal Imstitute was a center for Jocal administration.

In March 1981 the Sadat Academy of Aduinistrative Sciences was
cstahl I shed to tole over the functions of the National Institute of Management

A\
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Ecccntralizatfon Secfor Assessnont, January, 1983
APPENDIX C

TFE POLITICAL CORTEXT OF DECENTRALIZATION:

Dacentralization involves the extent and quality of local participation in
planning, project developrent, budgeting and follow-up in the provision of
basic human services in the governorates, marakez, and villages. Our findings
indicate that the extent cf political decentralization varies from activity to
activity, and from one level of local government to another. It {s probably
stronger and core fully exercised for smaller projects at the village level,
particularly under the BVS activities. It is less deve.oped and less well
exercised "or larger activities at the markaz, district and governorate level.

The role of the governor in local decision making has been greatl: enhanced by
" elevating the position to full ministerial rank. This can be interpreted as a
clear signal that the GOE does desire administrative decentralization to the
governorates. . )

The earlier creation of local councils also gives credance to the wvelief that
the GOE desires local participation in decisions. Moreover, placing the
operation and - persor.el of some key service (functions, i.e., housing,
education and health, within the Governorate leads further towaids the process
of decentrzlization. An examinasion of the laws, acts and decrees related to
decentraiization shows an almost steady progression towaius administrative
decentralization. However, the effectiveness of the governors in carryins out
their mandates, as well as that of the chiefls of city rounciis and village
ccuncils, is hazpered by the high tuinover in these positions. Coapared to
clected officials who have a set time in office, appointed officfals, i.e. the
goverrnor, serve at the pleasure of the President and are subject to
replacement at any time. Nevertheless, despite these - harndicaps, the
assessnent tean found a sirong commitment to decentralization on the part of
the governor ia all governorates visited.

Concerning priority setting for investments under B-III. Regional planning
oifices, as provide through law 43/1979, are to assist lncal units . of
Sovernaenk, chiefly executive councils, in developing local investment budgets
2cross ail sectors. However, in practice this doms not ‘appedar to be taking
telds Prioritlfes that have been set lecally are not effectively transmitted
e central autrervities via the reaional offlces.  This often results In great

cenlusion at the local level and the changing of the local priorities by the
Mintetry of Plzaning.

S tavga rhare -f local decision aaking, as polnted out carlier, lies with the
czzl people's counecdl (L¥C). ‘The effectivencss of this council depends upon
quality of recple elected to serve, their motiviitlon, and the accesgs that
they have to neaeded cxpertise in various arcas of local concern. In addition,
the extent to which LPC members are responsive to local needs and truly
reprosent lecal decisfon making are lwmportant indicators to Jnlze the extent
to wiich polittcal decentralization s happening  in  local government.
Llthough many LPC menbers appedar to be actively Involved [n local {ssues,

RS REAL T R A
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poroimately one half believed that lhbir.nctlvltlcs dId not contribute in
\\ sienificant way to local ruvvznmont needss  These dssues are amore 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 discharginz 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, November, 1982),
concerning decentralization, many of these issues vere railsed. Abdel Fatah
Z1-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
governnent as such for, although the governor is by local government law the
representative of the president yet Jeclsions are stili made by central
vinistries.” This view was challenged by General Mohammed El-Minyawy,
ex—-governor wnd member of the Shoura Council who felt that "...local
governzent 1is working gradually and would reach all its aims by the year
2000." Dr. Ibrahim Omar commenting in the debates cn decentralization and the
role of governors in the process believes that "...being able to zarry out
their own decisions 1is what is mednt by giving localities a free hand .

Dr. Omar wvent on to state that "in a more recent law' of 1local
government there are some legislative acts w.ich are considered more
restrictive than those described by Law 43/1979." Dr. Omar was referring to
the new requirement in the Luw 51/1981 mandating the coasent of the people's
assextly to impose any additional 1ocal taxes. In this 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 improveaent,
on parents for educational service improvements, ctc.

It was further pointnd out in the decentralization debates that sonme
governovs do not exercise the full authority given to them under the law,
causing local development plans to suffer. The dobaters sugnested that part
of the reason for the lack of decisivenecss on the part of local government
leaders was due to their fcelin: of Insecurity. T“e debaters stated that
sovernors, chiefs of city councils, chiefs of village councils among others,
seldc.. stay in power more than two years and in soze instances a few remain in
~orfice for a year or even less.

During a series cf interviews held with povernors, secretary gencrals
their staffs lov/Dec 82 in three goverrorates, Hinofi:a, Quena,.and Glza,

.

ar

:h2 Ascessment Tcam observed local goverament at crarks  The Teaim was told on
cseveral occasions that rrooject priovitids zet for B OILT activitics at the
lozal/iovernorate level sare "arlittrarfly” chanjed by the Mlnistey of Planaing.

Severai governors also cupressed thelr concern with their inability to
ralse new revenue at the local level through the levying of fees. Approvals
vhich previously wvere the responsibllity of the Poavd of Governors now have to
te referred to the Prime !Ministers' Office.

b
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havertheless, the asscssment tecam concluded that governors are
seriously coxmitted in making the system work, even getting around the system
or bending it in order to decliver nceded goods and services to their
governorates. However, as lorig as governors are appointed by the president,
rather than through local clections, their trelationship to local needs {is
recessarily tempered by natfonal interests and politics.

B. Executive and Local Council: the Al-ihram debates on decentralization
also covered the quality of local staffs. Tne dehaters unanimously agreed
that the quality of local staff nceds to be raised. In particular, more care
‘s needed in selecting local government heads at all levels of povernment, and
that performance evaluation should be put on a aquarterly wvasis. It was
pointed out that one of the reasons for the shortage of resources at the local
level is that central organizations obtafn the best techaicians, leaving local
units with poorer quality personnel. Seventy percent of the workers in local
governanas are only of middle level education or less. A better distribution
of technicians to the governorates, especially in the planning fleld, to work
on regional planning activities also was suggested by the debaters.

The Local People's Councils, (LPC), exercise a nunber of powers over
exccutive agencles. The LPC can request information, and has the cight of
quest’~~ing and/or 4interrogation of all executive heads, 1including the
governor. Altheugh the questioning and {nterrogation cight, as nointed out
ea~ller, has bezen somewhat reduced bv the law 43/1979, LPCs nevertheless can
and do play a significant role fn the lacal cecision-making process.

The major thrust of the studies attempts to gain » perspective on the
wvorkings cof 1ocal government through the atcitudes ~f those interviewed. In
patticular surveys were concerred o{th citizcns' evaluvation of lacal
governzent structurcs, persosiael, activities and the ablility of citlizens to
participae in the system. They also asked of rcspondents what reforms they
heifeve are needed. From the perspective of the council menbers, the study
attenpts to guin Insizht into the workings of the council, types of fssues
addreused, the appropriatencss of powers vested in the council, and efficlency
and a2ffectiveness of council meabers {an carrying out their jobs.

Surveys of 128 councillors and 250 constitutents from local units in
governorates werce conducted by Dr. Sayed Ghamim, carly in 1982. ’
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The results {ndfcate that only 1/3 of the respondents become
candidates for local elections on thelr own initiatives. VWhereas 2/3 were
encouraged by family and frlends. And 502 clained they won the clections for
4 seat on the LPC through the support of fricnds and fawily. 1In terms of
rarticipation in council matters, fully 2/3 of the respondents claimed that
they discussed topics often. Forty percent claimed they soretimes submitted
proposals for LPC selection and forty-five percent claimed .they often
sut=itted proposals.

One of the most revealing results of the results ig that approximately
50% of the councillors beliecve that their activities on the LPC did not
contribute in a significant way to local governrment needs. And 20%7 of the
councillors believed that there were no urgent problens to be dealt with
locally. 1In addition 41% of the respondents belicved *hat the powers vested
in the LPC were less than apnropriate and an equal nunber, 41%, believed that
the powers vested in the LPC were greater than appropriata. The major
iopediments that the cesnrondents belicved prevented the LPC's from working
tore effcctively were shortage of budget, ahsense of LPC members Zfrom
ceetings, and co.flicts between members, (sre Appendix . for seiected results
of these surveys). '

C. Central Ministries and Authorities: the prodiems and major issues
iavolved in the decentraliza;ion process in Egypt' as scen at the local level
center around three major activities: (1) lack of coordinatinn of planning and
tudgeting between central and local authorities, (2) insufficient funding,
particularly for BAB III projects; and (3) urqualified locn!? staffs. The
asdrinistrative and financial structures in whic“ 1local urits of governnent
mest operate place s-vere limitatlons on 1local abilitics to meet present
cerands and future needs. Understandably, many of these issues lie outside of
the purview of local wunits to adequately resolve. Several solutions
nacessarily rest with higher levelc of decisfon-raking at ‘the regional and
cinisterfal level.

The Supreme Coutcil of Local Covernment {s entrusted with dlscussion
c? all matters relating to the strengthening and further dev2lcpment of laws,
rales and regulatfons regarding local government uader Liw 50,1981, However,
the Council nembers have fewer potenttfal powers for review cf draft plauns,

t:dgets, proposed taxes and nther factors than the Loard of Governors had
uider Law of 43/1979. Moreover, the tnpotencs of this Touncil i5 evidenced by .
the fact that {t has yet to hold {ts ffrer reeting. At the center of

LX)

rrirmaent in Cafro, other principal institutinng arer the Ministrics of Local
slernment,  Jinance,  Manpewer, Plasnies, and Tovesgnont 5ad Internattonal
criteratien (UNLIC), ti: Natienal ITnves ment Mopt (:18), the Caniral sgency for
crianlzation and fdministration (CAON)Y, and tie Local Covernment Counittee of

Fenple's Ausembly.

The 'tinistrv of Local: Government is responsible for coordinating the
{=2lenentation of the lacal fovernaent laws; presoting village development
Yhrlugh 0RpLY; coordinating local activities; and administering some 1local
Tovervnent  fiaancial  resources, such  as  the Jeint-revenue fund and  the
“oealine surtas. The Uneretariat of Local Covern ent {n, at present, the maln
ceorrdinator of acedvities with USALID and chalrs the Sector Steering Connitteo.

("V
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The Ministry of Planning is charged with integrating the various
sectoral plans and producing a cooprehensive national plan. It is also
involved in reviewing the annual governorate plans and in setting budgets 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
btelieved that local levels have little chance for effective participation in
any significant decisiou 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 ~en advocate priorities for
BABs II and III but only to a li=ited 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 Organ'zation and
Administration sets BAB I “udgets. ’ .

The Ministry of Development has baen restructured to {nclude 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 1in settingz national priorities in the housing, nr: communities,
infrastructure and land developuent fields. :

* Two agencies operate the civil service system in Fgypt: 1) the Central
Agzency for Ocganization and Administr.tion which deals with ‘!.. application
of the civil service law -- training, job clas.ificution, organization and
rathods; and 2) the Ministry of ‘anpower and Training, concerned with
recruiting and placement of all college graduates and returning servicemen
inco public service and vocational training in a wide variety of areas. The
division of activities between thes: two agencies has inavitably given rise to
questions of overlapping functions. The promise of government employment for
all graduates of Egyptian universities has bloated the national civil service
svsten. It 1s now having serious over supply consequences at the govenorate
level, since the GOE intent 1~ to place new graduates in their “home
governorate.”

This problem was pointed out to the cvaluation tcam as a major concern

in several governcratas. Excessive over-staffing with poorly yualified-

rersonnel by the llinistry of lanpower and Training and the local inabilty to
receive the required nuater of technically trafned personnel was pointed out
as najor problem.

There are many serious prohlems involved in the Egyptian civil service
system. Excessiva changes and anendments over the past few years have
contributed to ccnfusion and to 1its {nabilfry to acr systematically. It
should also be noted that' government cinployment has greatly affected
ropulation location decicions in the country. Government employuent for all
university praduates placed many {n the Greater Cafro Area in the past.
Recently,  legislation has  been passed to place new graduates In  rural
covernorates. And although this has reduced the anauval nuaber of eivil
carvants placed In the Greater Calro Area, it often has resulted In large

L/
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surpluses of poorly trained personnel in rural governorates whose staffs lack
reeded 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
teing available to the governorates. However, he did not believe that there
«as a surplus of personnel. On the contrary, he indicated great shortfalls
tetweed the number needed locally and the supply. Only 1in the agricultural
Zield and {in lower clerical positions were there any oversupply. And these
types of personnel were being retrained to fit into the more needed fields of
teachers, engineers and technicians.

A Presidential Decree of 1973 sget up within the Ministry of
Development the General Organizatfsn fer Physical Planning (GOPP)s This
organization is specifically entrustod to prepare structured plans for cities,
towas and villages, and assist governorates in problems of urban growth.
Under a nzw planning law :he GOPP has acquired added responsibilities. The
Central Agency for Reconstrwciion, ret up under Presidential vecree of 1976 1is.
enmpowered to study and implement reconstruction projects throughout the
country. The New Urban Cozzunities Authnrity, set up by Presidential Dacree
of Law 59/1979, is chcrged with the task of developing new urban communities,

"4ncluding 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
Cevelopzent, 1s responsible for tne preparation .of the gencral policy of the
state for land reclamation and horizontal expansion according to water
Tesources identified by the Ministry of Irrigation. ic also participates in
c<eveloping policies and programs dealing with the establishment of new
coxmunities, and coordinates with concerned rministries in the planning of
Fudlic utilities and services required for land reclamation. It also studieg
rrojects aimed at establishing apgro-industrial complexes on reclaimed areas
and supervises the disposal process of arid or reclaimed lands.

The Miristry of Housing w!thin the Ministry of Development, is charged
with establishing general plaas, programs and criterla for national housing
Zevelopzent. Specifically, the Ministry supervises the design, construction
zad maintesance of public buildings, and of residential buildings earmarked
Tor specific income target groups. The Hinlstry also directs and develops
“vivate “soctor activity in the field of construction accocding to state

olicy.  Othar entities fnvolved in infrastrusturc developnent are water and
saver cutharities.  Athough naminally the respenstoility of the lilnistry of
ousing, water and sewer auvthoriticvs opcrate virtually autsoncuously. The

“2ncral Octnsizacion for Soweraen ard canitiry Urain-ne operates the Cairo and
~lexandria scwerage authorities and gives aid to other regional sewage
zuthorities. The Public Authority for Water, plans, supervises, controls and
Zesigns water works for public consumption and houscholds throughout the
countyy with the exceptions of Greater Cairo and Alexandria, which have thelr

-wa authoriti{es.
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Other d{mportant ministric dealing with national and/or 1local
cdevelopment are: Agriculture; Irrigation; Tourism; Transportation;
Connunication; Electricity .and Power; Investment and International
Cooperation; and Industry and Mineral Resources. The Ministrv of Economy
deals with national economic planning and the Ministry of Investment and
International Cooperation is entrusted with the strengthening of ecconomic
relations with other countries and with regional and {international
crganizations and agencies. The lMinistry formulates ecconomic 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 Planniang. In practice, this is noc working very
vell. The Mialstry of Planning has been unable to rrovide regional branches
with sufficient staff to function properly as planning offices. The regional
office often consists of simply an under-secretary ard one or two junior staff
vembers who are unable to involve all relevant departments in .regional
planning activivies.

The nrocess of'project initiation is based upon the perceived needs ag
stated by the village councils, the marakez, and ile governorate itself. It
is essentially a compilation of requests from these various sources, including
the directorates within the governorate, without any meaningful, and effective
covrdirated planning at the regional ievel.

It is carried out without the advantage of long-term corprehensive
opetating programs and program ohjectives and also  without tle benefit of
cormprehensive physical developrent plans, especially for urban areas. Also
there: {s little evidence of nseful interface at the local or national levels
betweex the varifous projects being pursued. The entire process 1{s
accomplished without teing fitted into any frazework of fiscal discipline,
i1.e., within any definition of funds 1likely *to be available. It is algo done
without the benefit of effective pricing techniques, especially for the more
complex projects.

Regional planning 1in Egypt operstes via the national planning
zechanism of the Ministry of Planning. Reginnal Planning units are part of to
the Ministry of Planning. They are staffed by Ministry personnel.
Trceatralization efforts on the other hand, attempt to *est nore powers at
-»zal unaits of governrent, at the novernorates, districts and town levels.

The difficulties af this arcanaencat were noted by the Agaecsaw:at Team during
e oabove j-zervicur. There wans a reneral conso vonressed gt the lacal level
that  Degig=al Offlces were of 1flttle assistance  in helping the lecal

units/goverarerts in cennunicating project priorities and in other forms of
necessary coordination with central ministries.

On the other hand, the assessment team was told by under secrctaries
~{ regloral planning that local units of foveinorate were incapable of
tlequate planning and hudeeting and that moat of this had by necessity to te
rformed at the regional/central level. there they might be cffective, as
ciesren to the central author{ty on local needs, many local authorities felt

LS
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" that regional plnnning pcrsonnel either got in the way or were completely‘
- useless in helping to get local priorities established. One _governor. felt
" that regional personnel were too removed fron the locnl scene, and were notj
spending enough time locally. . : : : L

_ Diecussing local concerns with heads of two regional offices, Cairo;
and North Upper Egypt, the following major concerns ‘were expresseds S

fe'aa,“Local units of governnent are poorly sta fed. They have some?@
- _-fability in. developing public utilities but little exper:ise 1nj
planning. . 3 R : : i)

"~ be o strategic -planning’ 18 being catried at locally. Tﬁia*gﬁsdid?béﬁ
© . done* centrally, . - A , S SRR

c. Central planning in coordination with regionnl planning is very
- needed since the - local authorities .are provincial 1ia their
outlook. vey are only concerned with their governorates end nott

~ with tegion as & whole; . o

'di. 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 : g

~‘@. Few incentives exist to provide quality professional people in7
governorates and at local levels _ ;

. The Local Government Committee of the Assembly is important in the

- decentralization process because it represents another wechanism for enhaneing
cooperation between the representatives (clected in national not local
governmant elections) and the cxecutive ninistries of government.  The
committee sets the agenda for debates on local government in the Assembly,
reets to consider donor assistance to local governuent, provides guidance to .
the ministry, and sanctions their initiatlves and actions.
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- APPENDIX D

FISCAL CONTEXT OF DECENTRALIZATION

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 1level of transfer of resources from central to 1local
governments; 2) the amount of resources generated at the local levels; and 3)
the extent of Jjurisdiction over local level resources. Norually, a greater
level of fiscal decentralization occurs when all-of the above indicators
register higher amounts from previous years.. However, indicators of real
fiscal decentralization do not lend themselves to simple analysis. Certain
types of expenditures and revenues may be uncontrollable, ‘.e., interest
payments. ' ' :

Care nas Leen 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 & process is subtle and
imprecicz 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. Pa<r A below examines fiscal
deceutv.lization within the GOE general state budget and Part B reviews the
process outside of traditiona budgeting channels. .

1. Decentralization within the General State Budget

Revenues and expenditures nust be considered ihdependehtly S0 as to

separate service delivery (expenditures) from own source resources
(revenues). By definition, total expe.ditures must equal total Tevenues, so
eanalysis of decentralization in the two contexts differs only because of the
transfer from the central government to the local governments. i

a. Expenditures

Expenditureé at the central and local government levels a.e allocated to
frar chapters: Bab I Wages; Bab II Operating Expenses; Bab III Investment

Lipenditures and Bab IV Capital Transfers. A comparison of the growth rates

c{ expenditures from 1976 to 1982/83 (Table 1) indicates that thn central
goverraent grew 934.9 percent while local government grew only 331.56 percent.
thwever, these figures are not an accurate reflection of decentralization.
Tab I eentral governucnt - cxpenditures reflect  the overlapping GOE
cacentralization policy fer hiring high school and unfversity graduates and
c¢ssigning  thea to thair “home” povernorates away from Calro wherever
rossible. Bab IV central governnent expenditures refleet repayzrents for
torroving for previous Investment. Both entries are not useful sources of
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 II credits account 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 special items are responsible for much
of the growth at the central level. For example, climination of the accounts
with the subsidy and interest payments from Bab II would reduce the central
growth rate by more than one half while having 1little effect on local
governments. In sum, the Bab II budgets are different in substance. (See
Table III - Local Government Expenditures)

A better comparigson for rvaluating decentralization is between the growth
rates of expenditures for those basic service areas produced both at the
national and local level, such as, 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 po.rcent compared with 185 percent for the cent=al -

government (Table XII). ' These expenditures include all local expenditures
except the local government directorate which amounted to LE 1.034 billion in
.1982/83. This category i. only LF 266 million in central budget expenditures.

Most of the growth in these 1mncal expenditures i{s in Bab 1 wages. It 1s
probably a reflection of an explicit policy to decentralize service delivery
as state! by the officials in *he Central Agency for Organization and
Adrinistration. The %overnos of Mcnoufia indicated that he received 6200 new
positions in the last year alone. Bab IT experditures grew more rapidly at
the central governoent level when viewed by sector. The Bab II arcounts of

local government however, grew more rapidly for supply and education and less

rapidly for others. (Tables X and Xi)

Draratic evidence of decentralization is found in the increase in investment
expenditures (Tables I, II and III). This increase has led to a decline in
the share of local expenditures in the other three chapters as investment is
expected to reach 17.5 percent o:. the total evpenditure in 1982/83. Local
governzent {investments grew 18 time compared with less than 5 times for

central government. The reason for the difference lies partially in the small

base for local 1investmecnt:s in 1976. A* that time capital revenues at the
local level eiceeded capital expenditures, neaning  there was no central
transier for these purposes. Large transfers to the local level for
favestments tezen with the advent of the National Invostment Bank (NIB) in
1282 and led ¢ zuch of this growth. Signfficant oun-source finrncing for
investaent 1is unlikely at the local level, as adequate depreciation accounts
are not developed. Thus, a transfer for investment expendlitures 1Is to be
expected.

The degree of decentralization in Investment remains clouded. Investments are
budgeted locally but prorities are jointly set with the Yilnistry of Planning,
and changes in priorirfes after the budget is set must be approved by the
tznlster. Lec:ls recelve quarterly installments rather than a transfer at the
wear's begirsing. The NIB requires evidence of proiress on the projects
tefore forwarding the quarterly revenues. lurther, evidence from Henoufia),
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Giza and Qena indicates that the cntire investment budget was not available
" for spending in 1981/82. One reason for not spending the entire budget
appcars 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
vear 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 MNIB Annual Report for 1980/81
‘reveals that only 82.1 percent of budgeted investments were spent that year.
Porticns of the remaining budgeted amounts could have been spent in following
fiscal years. Local gcJ/ernments 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 Matrouh 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 ~rntralization, like that for expenditures,
nust be based on behavior within certain chapters. .This i1is a more
questionable issue for revenue: however, because the special items that can
be omitted from consideratirn do represent means for obtaining resources. The
judgment l.ere is to exclude some i*..s for the reasons given below in order te¢
focus more on traditichal tax and user charge revenues. Bab I and Il local
revenues tan be compared with Bab I and part of Bab TT central revenues to
judge decentralization trends. Bab IV must be excluded becausc this is
borrowed funds for capltal purposes. Bab III, own source funds for capital
uses, .1so must be oaitted 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 ceatral revenues should be
exclvied because 1t 1is 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
renaining Bab II revenues cotal LE 224 uillion from the total account of LE
2617.234 million. (See tables IV and V)

The chapters are not exuactly comparable for central and local goverraent. Bab
I 1is sovecelgnty revenues for hoth. These are taxes imposed bas:d on the
sovereign powers of the government. For local governments these. are taxes
assessed at the national level but collectable for use by the locals. Bab 11
central revenues are non-tax current revenues and. those rcmaining in our
analysis are user charges. Bab II local revenues are the fees and dutiles
assessed at the “option” of the local government. These “optlons” and the
lin{tations are outlined in several different laws, depending on the
category. The options were constrained more by a rccent announcement by the
Frine Miatlster that cny Increas»s {n taxes or fees must be approved by him.
The Governor of Menoufia explained that this resulted because a number of

sovernorates vere taxing above the limits. The desver of constralnt is

b
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uninown because to our knowledge no attempts to seek the Prime Minister's

approval have octurred. Henoufia will soon apply for permission to levy a one
plaster tax on. ration cards in order to finance youth sports and this will -

provide initial evidence of the zonstraint.

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 Secrectariat 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 tae last two surtaxes
and the c¢iling on the first surtax was dropped, but the rate was reduced
balow the previous ceilling for Iy 1982/83. Dropping the two surtaxes hurt
nany governorates because the half allocated on the basis of crllectfon was
' more equitably distributed with income and profits taxes then with .customs
taxes. Now most of the fund is centered in Cairo, Alexandria aad Port Said.
The additional tax on the wuez Canal cleo 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 19776 and 1982/83 because some of these revenues are now
collected by the economic authorities. Revenues from other iucul activities
is the sum of three special- fu-ds: the Local Development and Services Fund,
the Eco.omy Housing Fund, and the Cleansing Fund. These fuiuo are added into
both revenues and expenditures sc the central governmeni can see_ the si»e of
them, but they are outgside the budgeting process. They will be aiscussed more
below. ’ o -

Local govecnment revenues have grown only moderately since 1976. Sovereignty
revenues grew 291.7%, with the surtax on imports and exports the gubstantial
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 lhave exenptions that elimrinate half or more of
‘tax liabilities on land. The additional tax on inports and exports has a rate

under control of the central government. PRevenues for the special funds are’

Zependent, to some extent, on production-based 1levies on agricultural
cemnodities, which are very income inclastic. Improvements in the 1local
revenue structuies are imperative if decentralizatfon 1s to proceed.

anather measure of vevenue decentralization 1s the proportion of own-rource
revenues to expenditures. Increases {n own-source revenues indicate 1local
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 busincss profits and novable property expanded
rapidly (Table V). Once thesc surtaxes were dropped in 1981/82, the ratio

/]O
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dedlined. A' signtficantv transfer within the budget of central govermment
workers to the local level is nnother, and perhaps more important, reason for
the drop in the ratio.

[ N -~
c. Comparison of governorate per capita revenues and expenditures (Tables
VI and VII) .

The discussion until now has described behavior for the aagregate of 1local
governnents, but wide varlations in expenditures and revenues occur between
governorates. Per capita values wmust be compared when analyzing individual
goverrorates because of the extreme differences in the number of " people
provided services. Per capita values for the aggregate of local governments
exhibit a time  trend similar to that described above. Thay reveal the
variaticrn in investmen* expenditures as the per capits values range from LE
0.43 in 1976 to LE 7.24 1n 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 accuali“y, as 1980 populetion
i8 used for 1983 calculations.

Pevenues 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 <t only LE 40.96 for the first three chapters. This 1s still a small
level coasidering that 1t renresents much of the expenditures for ‘educatiqn,
agriculture, health, and several othe~ areas.

Per cuopita revenues in 1982/83 vary from LE 66.24 in Port Said to LE 3.84 in
Fayoum. Port Sald 1is a special case beccause 1t receives the third largest
aanount from the share in ‘oint revenues and the s.cond largest poyment from
the additional tax cn the Suez Canal. .. tax on izports is also a major source
cf the governorate's revenuas for the Local Developzent 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 1loccted along the Sucz Canal and receive
revenues from the additional tax. None of these are hecavily dependent on
lend, buildinz, or entertainment taxes. Ismailia receives the 3reatest amount
f:on these traditional taxes, LE 209,000 in 1982/83. These governorates tend
to have large vehicle tax collections and Red Sea has big utility revenuecs and
spacial funds. Suez also has large special funds accounts. The 1low
scpulations are a final explanation for high per capita revenues {in these
gcyerrorates. '

zpita. Most of these roevenues are collected frem Bab 1 with the buildings
2, entertzinment tades, vehicle taxes, and share in joint revenues all
rroviding abtove~average shares.

o

s¢ urtan Cairo and Alenandria Governorates also raise more than LE 10 per
el
]

The lovest five governorates in per capita revenues (Bab I and II) are Fayounm,
Yinia, Sohag, Cena, and Assiut, all In Upper Egypt. In- every case they raise
less c¢han one pound in Eab Il revenues (those directly levied locally). All

ave 2verage cr tetter collections from the land tax and weak collections

elsevhiare.
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Per capita expenditures vary from LE 206.16 in the Sinal to LE 28.72 in
2cheira. 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 cipita annual Investment data because much of the expenditures are for
very discrete purchases and a one-time expenditure may bias the results,
Also, 1in an economic sense the resources are nct used until the project
actually depreciates, so the investment i{s not an economic expenditure). '

Port Said has the highest current expenditures at LE 129 per capita. The sane
pattern tends to hold within Bab Il expenditures where governorates have
greater flexibility, as for total investments. High expenditure governorates
tend co have relatively large amounts in commodity inputs, service 4inputs,
appropriation transfers. Those with high speciul 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, II, and III expenditures are correlated with population.

Expenditure trends are certainly partially a reflection of national
prio-ities. The new governorates and canzl governorates are generally the
ounes receiving large expenditures. An important. question is whether a local
goverraent's ability to raise revenues Influences 1its expenditures. The
reason this is so important is because governorates have 1little decentralized
authority over expenditures if they cannot raise wore revenues to finance more
expenditures. There {s a strong pcrception that expenditures are regotiated
between the Governor ard Ministry of Finance for the current account and
Governor and Minisry of Planning for the capital account, independent of
revenues. According to this scenario, local revenues reduce the central
governaent transfer but do not Influence expenditures. In this case,
governorates that raise more revenues would find their subsidy decline by a
like arount. If this {s trvue, 1local governments cannot Increase their
expenditures locally by raising more local revenues and this would be strong
evidence tiat little decentralization of authority has nccurred.

Thils prposition can be empirically tested by examining  the correlation
tetw:zn pzr ocapita expanditures and per conita revenues. These results are
rifeztive ¢ relationships but thev »srove no casual relationship., - It

the tax structure colncidentally causes greater collections in the

e esxpenditures are already planncd.

'1'n

rlaces whe

A large correlation {s evidence that revenues may influence the level of
expenditures. The correlation was 0.94 ‘In 1981/82, indicating . a high
statistical relationship. Only current expenditures and revenues are used
because little own source finance of investrient occurs.

AV
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This can be converted to a sinple operation as follows: Per Capita
Expenditure = 21.18 + (1,165 x per capita revenues), R¢ = 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 sanmple.

The share of ' joint funa account (s allocated by the Secretariat for Local
Governments This account may be distributed as a means to balance 1local
budgets and in any event is not the tax base of specific 3overnorates but for
all goverrorates together. The correlation drops to 0.60 when this item is
substracted fron revenues. In 1932/83 the correlation dropped to 0.69 as the
Joint fund and joint rev2nues were altered. A considerable tead justment 1in
the allocation of the joint fund occurred in 1982/83 compared with 1981/82,

Though less significant, tl..e evidence continues to suppert the hypothesis that
ability to generate revenues influences the level of expenditures.

2. Decentralization Outside the National Budget

Local governments use a series of special funds that are not i:coTporated into
the general state budget in order to finance additional service delivery. An
importa.t characteristic of the funds is that revenues in ‘'.:m do not revert
to the treasury if they are not speat in the year raiscd. Many of the funds
carry over a balance fron year to year. Frequently thece accounts were
created through ‘the inftiacive of local governments but now are gencrally
re.lected in legislat.on. The most inportant special funds are the Local
Services .nd Development Fund (LDSF), the Economy Housing Fund (EHF), the
Cleansing Fund (CF), the Gasoline Price Fund, the Education Fund, the
Industrial Areas Service Fund, the Health Improvement Fund, and the Lland
Fecla:zation 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 ficluded fn both expenditures and revenues in
the local government accounts of the general state budget. The stated purpose
for listing them in the budget s 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 sgovernnent rmay wenbt to exert control -

and thereby reduce local flexibility. Second, the central governnment may
cheocse to reduce subsidies in plsces with large use of these funds. That {is,
tihe centrcl government may view the funds as a replaccment for national
resiurees. Local govern-ents with tne f{nitiative to nelp themselves may
cctually te penalized in this event.
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a. The Locnl Development and Services Fund

This is not an appropriate vechicle for a lengthy description of the sources
and uses of the funds, so they will be reviewed only briefly. Law 51 of 1980
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 reducing the
central governcent transfer, thereby diverting LDSF funds from activities the
local governments want to finance. The LDSF {s used by fovernorates, towns,
and villages although, with the exception of the governorate, they are very
small at the town and village level in Giza and Menoufia.

Revenue sources for LDSF's include taxes and duties assessed for this purpose,
a share >f the local courncil's revenues (for governoratzs), and SO percent of
any revenue collections over the budget in the governorate.

The remaining discussion of LDSF funds pertains solely to governoratc accounts.

Menoufia collected LE 797,123 1in 1981/82 and Giza collected LE 998,173 4n
1980/81 and 1.E 1,444,776 in 1981/82. Qena collected LE 819,543 1in 1980/81 and
LE 2,938,958 in 1981/82. The largest revenue souvre for Giza and Menoufia
governorste 1s the 50 percent retained from collection excesses. Menoufla
received LE 681,631 in 196i/02 and Giza recefved 484,694 {n 1980/81 and .LE
775,534 in 1981/82. Other receipts for Menoufia totiled only LE 115,562
including receir~s from a share In the development bank, comal-~sient on sales
nf fertilizers and agriculture products, rents from property owred by the
funds, and a share in town council funds. The fces for agricultural-related
products are offfclally culled conafssions bhecause the products are sold
throuzh locul cooperatives, but they opecate much like tazes. Giza's {teafzed
cullecrions greatly exceed total collections sugaesting that an error cxists
in the data. This should be checked further. .

Qena's total collections were LE 820,000 in 1530/81 and LI 2.9 million in
1981/82. ;

LZoF expenditures include items from all four chapters. Giza can be used as
an exanple (Table VIII). Incentives for revenue cnllectors and Joh
perfcrzance are categorized in Bab I. A vartety of {tems are listed ‘n Padb IX
inclvding many subsidies that ave expressly provided by the LDSF decree for
Giza. Oaly 36 percent of the cxp:aditures are Zesizned for row fnvestresty or

preduczive projects (Babs IIT :né IV).  Ta Monoafis, an tioe other havd, 17
Feocent of expenditures woat for Pab I and 1YV oactivltics.  In lena,  the
acc:unts for the last tvo years show that 210 of oxpendiicres was et oon

procuctive ente-prises.

All three governorates are carrving balances fron year to year.  Glza's carry
forvard from 1921/82 was LE 538,218. ‘lenouf{a total carry forvard wis not
reported but the 1981/82 surplus was LE 305,742, 1ne surplus fn Qena in
1921/€2 was LE 2.4 million indfcating that cipenditures lag far behind

reenues.

N\
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b. The fcanonic (low-cost) Houstng Fund

The ZXF Is the other most important fund, and i{s a major rcsource for building
low income housing. Resources for the EHF can be obtalned ‘eithe: tirough the
NIY or fros lccal resources- :

In Giza LE 1,028,701 was raised from local sources in 1981 and

LE 584,290 in 1980. Another LE 4,500,000 was borrowed in 1981 and 4,600,000
{n 1580. YNote that the account {s adnini. :red nn a calendar year rather than
fiscal vear basis. The mzjor own source revenuas were from taxes (LE 414,203
in 1981), rents on property (LE 279,401 in 1981), sale of lands (LE 73,728)
and finas (LE 11,024).

()]

Like the LDSF, the EWF has expenditures io all four chapters. A much greater
chare of the expenditure in Giza ate for investment purposes in this case,
vith interest (3ab IV) and repavment of debt (Bab II) being most of the
renainder (Table IX). Menoufia spent LE 168,9000 from its EHF in 1981/82.

Giza carried a halance of LZ b,482,253 into 1982. As of Octocer 31, 1982 the.
balance had reached LE 9,357,444, Mencufia claimed to heve nc balance, but as
notr.d above for the LDSF, this seens unlikely. Carrying forward large
balances in these acc:unts rmay havz negatfive cffects in the long term as the
central governzent may see this as evidence that the governorates need no
additional revenuc base.

¢. Grsoline Price Fund

The pusoline price funé rcceives resources from 70 percent of a one
plaster tax on cach liter of gasoline sold in the country. The funds are
allocat«d bty the Seccretariat for local Governcent. Som» effort is made to
distribrte the resources based on uunber of cars, populati =, and road miles.
In fact, the relationshizs betveen these neced categories and allocations is
teruous at best. Covernorates are given one of three different arounts from
the accounts (LE 800,000 {n 1lenouffa approximately). Fxpanditures are
authcrized for intra-guvernorate roads.

d. Cleansing Fund

The cleansing funds (there are ratfonally ad-!nistered and iocally
adninistered funds) are used for honuses to pay street cleaness and for scne

favest=znt enzandftures rolated to cleanfnzy. Little s found out about the
funds thirmu~h the visfts.  Giza city collects all of this accennt for Giza
Governuryt e thriugh a two perecnt tax on rents.  Cleastag fusds 1a Menoufla

are also irprosed by the zowns and the data would nced to be wollected from
each Indiviluelly. The officfals in Menoufia Indilcated that the resources
were very lizized.
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Adejuate resources must accompnay the added responsibilities resulting from
Issue 1. Issue 2 is designed to gather recsources from the central government
and Issues 3 and 4 arc formulated to increase local revenue-raising capacity.

SSUE 2: Central government uubsidies must be pctceived as block grants
rather than a balancing account.

There {s a strong perception that subsidies to local government are simply
designed to balance budgets. a strenghtened local government system nust
continue to share 1in the central government's greater ability to raise
revenues, 8o the subsidies caanot be eliminated. Subsidies should however, - be
provided in a block grant form that glves local governments the flexibility to
ceet damands and choose techniques for service delivery. At the same time the
central government can use the 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 abiliti to levy user charges.

Local government leaders interviewed during the Assessment are convinced that
service users are willing to payjto access many scrvices and would 1like the
opportunity to use this approach to ensurc that some services are delivered.
Advantages of user charges include that they provide revenues to finance
service provision, they are a technique for allowing poeple t~ articulate
thelir demand for services, zad they can be an {mportant mechanfsm for insuring
efficient use of resources. Unde. current restrictions, imposition of .user
charges must be approved uy the Prime Minister. Local service provision can
be substaatially enhanced if local councils can impor2 fees. The central
government could maintain loose controls on the level of charges by 1limiting
the share of local resources raised in this way.

ISSUE 4: Local pgovernments must have a larpe, stable sovereiphty revenue bases

User charges cannot finance all local scrvices because the fee would be
tneff’clent 1n some cases, It {s Important that all pecople have access to some
services, and equity cannot b: adequtely factored into some fece schedules.
Thus services must be partially financed through sovereighty revenues and
central government transfers. A large base of sovercignty revenues is
necessary because central government's behavior may be too uandependable for
!ncal governments to plan and provide services. The greatest potential
joverelgnty revenue sources appear to bhe expanded land and bulldlng taxes or
'nral surtaxes on central taxes. The surtax rates must be, within limits, at
the option of the local governments.
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oo " TABLE I ‘ .
- PERCENT CHANGE FOR SELECTED REVENUE AND EXPENDITURE CATEGORIES
. 1976 to 1982/1983

. Local Government Contral Government
REVENUES

Bab I | . 291.7 ©501.9
Bab II | 160.9 40419
Total Current Revenues R 248.5 _ 723.7
" Bab IIT- =800 © 11040
" Bab IV - 28953.8
; Total Revenues _ oo 206 .2 | ' 674.5

EXPENDITURES ‘
Bab I B . 292.4 , 292.0
Bab I1 . 183.7 " 1073.7
Total Current Expeqditures 271.00 618.7
Bah 11T : 1756.9 380.0
Bab IV 280.4 9745.8
Total Capital Expenditures 1551.0 "~ 1536.4
Total Expenditures B 331.6 934.9

Source: GOE National Budgets, 1976 and 1982/83.
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TABLE I1

CENTRAL GOVERRMENT EXPENDITURE BY USE FOR SELECTED YEARS

(LE MILLION)

1976
Budget %
Evpenditure Categories |
Chaptes I.- Wages 252 194 27,7
Chapter II - Operating Expenditures 503 062 55.3°
- Comrotity Tnputs (33.153) (3.6)
- Gervice Inputs . (51.672) (5.7)
- Goods purchased for b

" resale ‘ ———— -

- Current Transfetrs (2.933) (0.3)
- Appropricted Transfers (62.047) (C.5)

Total Credits (353.257)  (38.8)

Chapter IIlI=- Investment Expenditure 135.300 - 14.9

Chapter 1V - Capital Transfers 19.000 ‘ é.l
GFAND TOTAL 909,556  100.0

Source: GOE Budgets, 1976, 1979 -and 1982/83.

Chontor novalin 21b,’

1982/83

1979
. Buagol: ‘ . Bu g@__
379.839 8.8 ° 988.666
2644.638  61.4  5904.603
(36.458)  (0.8) ~ (83.571)
. {79.051) (1.8)  (156.665)
(442.584) (10.3)  (965.965)
(1635.244) (38.0) (2618.261)
(451.300) (10.5) (2080.141)
288.128 6.7  €49.378
992.8 23.1  1870.70
 4305.405  100.0

9413.347

1

10.5
62.7

(0.9)
(1.7)

(10.3)
(27.8)

(22.1)
6.9
15.9

100.0
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" TABLE III
LOCAL GOVERNMENT EXPENDITURES BY USE FOR SELECTED YEARS AS REPORTED IN THE CBN’D!AL BUD
(LE MILLION)

1976 1979 1983(83
Budget _8% Budget 3 Budget =~ _%_

Expenditure Categories: - , o
Ch. 1 Wages . 297126 760  529.9 74,0 1,166.000 9.3
Ch.IT Opersting Expenditures 72,970 18.7 99,506 14.0 207,050  12.3

- Commodity Inputs (25.124) (5.4) (£0.484) . (7.1).. (99.350) (‘5'.9)‘

- Service Inputs . (22.,211)  (5.7) (23.864) '(3.3)  (43.263) (z.'s.)
- Goods purchased for resale’ '(11.832) (3.0)  (0.803) (0.1)°  (1.005) _ (0.1).
- Current Transférs ' (4.221) (1.1) '(7.555)l (1.1). (8.056) . (0.5)
- Appropristed Transfers (6.50%). {1.7)  (6.959) (1.0) (35.346)  (0.9)
- Ttal Credits . (2.964) T (0.8)  (9.871) (1.4)  (40.030) . (2.4)

Ch.III Investment Expenditures 15,880 4.1  79.621 11.1 294,800  17.5
Ch. IV Capit:l Transfers 4,042 -+ 1.0 6.095 0.9 15,374 . 0.9
GRAND TOTAL 390,018 100.0  715.122 160.0  1683.224  100.0

Source: GOE Budgeté,_lS?G, 1978 and 1982/83
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" TABLE IV

LOCAL GOVER:&ENT REVENUDS BY SOURCE FOR SELECTED YEARS AS REPORTED IN CENTRAL BUDGET

(LE MILLIONS)

19761 1979
Budget™ _8  Budget
Chapter I: Sovreignty Revenues - by Cent.ral Government
Land Tax B 14,059 (13.6) 13,386
Building Tax V 4,800 : (4.7) 5.280
Entertainment Tax 1,920  (1.9) 3.331
Vehicle Tax . 2 . 13,677 '(13.3) 21,854
Share in joint reven es 10.812 (10.5) 24,307
Share in joint fund3 9,812 (9.5) 23,307
Additional tax on Suez .
Canal Authority ' 0.570 (0.€) 3.900
TOTAL © 55,650 59.0 94.465
Chaoter II: Other Current Revenues
Revenues from utilities 13.903 (13.5) 3,591
Local taxes and duties 6.404 (6.2) 9.144
Various revenues , 4.105 (4.90) 5.523
Ouarrying revenuas 0.529 (0.5) 904
Ra»enuea from other local - .
activitiest 2.467 (2.4) 9.328
TOTAL ' 27.408 26.6 28,490
Chapter III: Own Source Capital :
Revenues 20,000 19.4 1,100
Chapter IV: Caoital Loans and .
Credit Facilities | —— —— 7.100
TOTAL 103.058 100.9 131.155

Footnotes on next page

S

(10.2)
(4.0)
(2.5)

(16.7) -

(18.5)

(17.8)

(2.3)
72.0

L o oy oy g
F RSy N

. -

RS N g N |

T s

0.7)
(7.1)
21.7

0.8,

5.4

100.0 °

1982/83
Budget ~ _8_
30,000 (9.6)
7117 (2.2)
3,692  (1.1)
37.391 (11.9)
65.418 (21.2)
65.418 . (20.8)
8,000 (2.6)
218,000  69.5
6.933  (2.2)
15.826 5.0,
10.435 (3.3)
1.494  (0.5)
36,800 (11.7)
71.487 22.8
' 4,0 1.3
20.000 . 6.4
313,487 100.0

q\
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1/ 1976 and 1979 are calendar years and 1983 is fiscal year 1982-83.

2/ share in joint revenues is 50 percent.of the collections from the '
additional tax on imports and exports. Prior to fiscal year 1983
revenues were also obtained from additional taxes on movable property and -
business profits. The revenues remain where the tax is imposed,

3/ share in the joint fund is 50 pércent of the collections from the .-
additional tax on imports and exports less LE 1 million. The revenues
are distributed by the Secretariat for Local Government.

-i/ This'item includes the Local Services and Development Fund, the
Economy Housing Fund, and the Cleansing Fund.
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o TABLE V
SOURCES OF CURRBNT FINANCE AS REFORTED AN THE CENTRAL BUDGET
1976 to 1982/83

Own ‘Source Revenues

Central Governuent Subsidy

as percent of e\oenditureaa/ as a percent of expenditures

1976 22.4.
2077 22,8
1978 231

1979 105

1980 22,0 .

1980/8 27.8

1981/82 - 288
1982/83 2 21,0

77.6
77,2
76,9

80,
78.0
2.2

7.2
79.0

i/ Calcnlaced as Chapter 1 and 2 reveries less the tianéfer divided by
Chapters 1 and 2 expenditures.

2/ Drop of own source share in 1982/83 reflects the e)imination of the
business profits taxes and transfer of wage costs from the central to the
governorate budgets,

Source: GOE

National Budgets -



TABLE VI
PER CAPITA REVENUES & EXPENDITURES BI GOVERNCRATE FOR 1976

Total
: : . : : . Chepter I -
GOVERNORATES Chapter I Chapter II Total Thapter I Chapter II Chapter III II & III. -~
: ' Per capita Per capita Far capita Per capita  Per capita Per capita Per capita -
revenues revenues revenues ‘expenditure3 expenditures expenditures expenditures
CAIPO 2.92 0.92 3.34 : 8.52 . 1.85 ) 0.43 10.89
GIzZA 0.97 0.63 1.60 6.13 1.71 0.28 8.i2-
CALIUBIA 0.79 . 0.79 1.58 © 7.84 2.11 1.24 C11.19 e
LLEXAIDRIA 0.43 0.71 1.4 " 8.61 2.08 . 0.09 ° 10.590
MoV T<CUH 4.04 . 2.83 6.87 ‘13.88 . 11.40 - - 3.05 - 28.33
BEUZIDN 1.24 - 0.59 .. 2.13 5.92 1.58 0.40 . 7.0
GinE3IA 1.29 .13 : 2.42 . - 8.73 - . 2.06 0.46 - 11.25
MINIOTIA 0.88 0.55 1.41 ' 9.80 . 1.67° 0.25. 11.72
A EL SHEIKH 0.83 - 0.52 1.35 " 6.94 1.66 0.25 - 6.325
FCRT SAID 2.42 - 1.€7 4.0¢ . 17.81 - 6.00 0.16 23.27
ISMAILIA 2.03 0.77 2.30 10.65 2.78 0.27 13.70
SUEZ 3.57 1.62 5.]9 - 11.13 5.40 0.21 - 16.7a <
. SINAL 1.80 C — 1.80 3.61 1.79 1.46 6.2 L~
22D SZA 11.28 1.80 13.08 - 21.44 - 15.83 5.16 53.31 *
M2NIA 0.89 0.60 .. 1.49 7.45 . 1.45 0.18 8.3
..-‘:'..-'.‘!LIA 1.32 0.67 2.99 8.27 1.72 0.28 10.27
DAMIETTA 1.51 1.46 2.97 . 11.355 3.15° - l.061 16.31
z~'.‘-.'£-;'.::-z ) : 0.81 . 0.56 1.37 7.77 1.82 0.25 9.3=
iI SUEF 0.91 0.65 1.56 8.60 1.87 0.40. 10.57
‘-':..I,\ 1.00 0.60 1.30 6.90 - 1.52 0.31 §.73
ASSIUT . 0.75 - - 0.55 1.3 | 7.10 1.82 - 0.15 9.07
SEING . 0.8l 0.56 1.37 ) 7.57 1.61 . 0.20 9.33
It U 0.76 0.59 1.35 7.59 1.86 - 0.25 9.70
PR 1.23 . 1.90 3.13 - 12.84 : 5.23. "0.36 "16.43
1REW VALLEY ©4.13 1.67 5.80 22.60 12.67 2.70 36.CO
Average 1.5 0.75 2.26 8.08 . 1.98 0.43 10.49 -

I

Source:, GOE National Budget



TADLE VII
PER CAPITA REVENUES & EXPENDITURZS BY GOVERNOPATE FOR 1983 1/

Total
: , Chapter 1
COVERNORATES - Chapter I  Chanter It Total Chapter 1 Chapter II ~ Chapter III II & iII
‘ Per capita 'Per cepita’ Ppor capita Per capita Per capita Per capita Per carita
revenues revenues reverues ~  expeaditures . exoenditures  expenditures expenzi-ires
CAIRO 9.86 . 2.77 12.63 25.94 4.91 12.17 42.92
GIZA 4.07 1.18 5.25 19.61 3.65 9.73 32.22
QALIUBIA 3.64 .11 4.75 2215 " 4.35 6.06 39.355
LIXNDRIA 11.06 2.58 13.64 28.40 5.55 6.87 £0.23
FATRIUH 2.47 4.04 6.51 38.05 20.19 , 52.20 . 1310.5:
BEHEIRA 3.71 1.02 4.73 - 22.18 . 3.39 3.15 28.72
GHARBIA 3.86 1.90 5.76 - 31.99 - - 4.54 3.34 39.57
MENDUFIA 3.54 - 0.83 4.37 37.98 , 4.05 - 4.35 46.23
#AMR EL SHEIKH 3.25 1.17 4.42 . 26.54 4.31 6.56 7.3l
PCRT SAID 31.30 34.94 66.24 - 79.11 49.86 18.04 . 147.72
ISHAILIA 15.63 1.87 17.50 43.68 C11.27 12.31 .~ - 67.23
SUEZ 24.52 6.17 - 30.69 < . 52.33 '20.47 28.59  °  101.23
sita12/ 17.66 2.59 20.25 - 82.33 28.43 95.40 206.25
FED SEA 9.13 13.81 22.93 - 71.10 53.98 " 60.87 .  185.%5
S:EARNIA - 3.40 1.15 4.55 . 30.59 3.36 3.20 ’ 37.:3
DLHANLIA 4.09 1.02 5.11 27.29 - * 3.50 - . 5.02 35.:22
DAMIETTA 3.97 2.34 6.31 35.00 7.C8 14.07 56.15
FATOUH 2.99 0.85 3.84 ~ 27.85 3.97 5.45 . . 37.2%
BziI SUEP 3.51 "1.45 5.06 31.22 4.49 6.29 42.03
BINIA . 3.22 0.55 3.87 23.61 3.00 3.58 30.:9
ASSIUT 3.30 0.79 4.09 25.76 3.87 4.84 - . .47
SCHANG 3.13 *0.91 4.04 26.97 Tt 3.92 . 3.60 34.48
QENA 3.18 0.91 - 4.04 . . 25.90 5.08 ' 4.73 35.71
ASUAN - 3.39 .2.54 - 5.93 ' -43.24 12.95 10.76 66.95
NEM VALLEY ‘2.14 4.23 6.37 , 87.91 . .. 32.33 53.14 173.35
15;\.Average : 5.35 1.76- 7.11 ‘ 28.64 5.08 - T.24 40.96

1/ per capita values are calculated using the CAPMAS population estimates for 1980.
2/ North and South Sinai are added together.

fouree: 7OE National Budqet

61-d



TABLE VIII .
GIZA LDF BUDGET 1981/82

CATEGORY
Chaoter 1
Incentives

Chapter II

Maintenance and Popairs oftauilding .

Bonuses

Miscellaneous,

Subsidies

Educational &'Cooperaéive Subsidies
Mosques and Building Subsidies
Youth and Spczts Subsidies

Chaoter III

Unappropriated Investiment =

Chastér IV
Loans to productive projects

Total expenditures

Source: Giza Governorate Accounts

D-20

EXPENDITURES (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

Chapter I
Corrxensation

Chapter II

" Publication and advertising
- Stationary

Interest and Housing Loans
Interest and !lousing Bonds
Miscellaneous

Chapter II Totals

Chapter JII -

Building

Electricity

Water _

Governorate~ share in Egyptian
Corpany for Recoastruciion Capital

Chapter III total

Chapter v
Installments on housing loans v

Tctal Eyovenditures

‘iEkEgndithre‘A

2,097

3,675
- 300
413,860

14,283
523,031

2,882,053
: 67,785
36,406

437,340

3,423,586

109,987

3,959,101/

1/ piffers slightly from the reported total ;h ;hevGiza budget:,

Source: Giza Governorate Accounts
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. TABLE X
CURRENT EXPENDITURES FOR CENTRAL GOVERNMENT SERVICE

.MINISTRIES FOR CHAPTER 1 WAGE AND CHAPTER II OPERATING EXPENSES

Jervice Ministry

YEARS 1976, 1979, and 1982/83

Agriculture

Supply

Housing and
Reconstruction
Health

Soclai Affairs

Labor.

Subtotal

Bducation

Youth & Sport -

Total

(LE 000's)
i Central Government
1976 1979 1982783
: Babs — —
L I A = ¢ 4 L A
21296 29119 A 60498
15926 29299 55785
3963 B 4008 o 4353 ~
rie 752 : AS3
1880 B 1457 o 746
882 1942 7416
98557 - R hoi . 6058 .
4113 ' 6926 20113
2136 . 949 2152
. . 1675 25055 ' 36594
813. 1147 1637
| %3 332 a8
39745 . 41087 o 75444
24164 64307 123569
8679 9713 13875
17618 7i89 16097
9715 1756 4407
L 3163 8065 34000
49399 . 52556 93726
44342 79561 ‘ 173666

b

Sourcas (OE Budgets, 1976, 1979 and 1982/83.

q)\l



CURRENT EXPENDITURES FOR LOCAL, GOVERNMENT SERVICE
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TABLE XI

MINISTRIES FOR CHAPTER I .WAGE AND CHAPTER II OPERATING EXPENSES
YEARS 1976, 1979, and 1%552/83

Service Ministry

Agriculture
Supply

Housing and
Reconstruction
Health

Social Affairs
Labor.
Subéotal
Education ..

Youth & Sport

Total

(LE 000's)
. __Local Government
1976 1979 1982/83 _
: Babs -
L AL L AL L A1
12322 37293 88072
935 1718 1673
1914 5956 2002
182 357 : 833
4552 9523 23033
_ 1274 . 1394 ' 4617 .
42381 9000 : 178757 -
17827 ' 26275 47009
5602 - | 12420 51544
3300 .3395 6611
1874, : 3679 9424
: 165 204 : 376
69605 158871 332832
23683 13343 - 62119
168347 | 268229 | '572088
10764 24772 / 52200
- - - 12287 -
2259
237952 . 427100 917207
34447 58115 T 116678

Source: GOE Budgets, 1976, 1979 and 1982/83.
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TABLE XII

Comparison of Current Budgets (Wages and Operating Expenses)
for Central and Local Services Ministriesi/
and Percentage Changes from 1976 to 1982783

(LE 000's)

Percent

1976 1982/83 Change
Bab I -~ Wages
Local | 237,952 917 207 285%7
Central - - 49,399 93,726 - 90%
Bab_IT - Operating Exs. AV
Local 34,447 116,678  239%
Central - o 44,5% 173,666 f2922,-
Total Current Budgets _
Local ° 272, 399 1,033,885  280% . .
Central 93,741 267,392 185%
Ratio of Totals: S
Local to Central 2,9:1 3.9:1

1. Service ministries included ara; Agriculture, Health, Lnbor, Supply,
Social Affairs, lousing, Educatton, Youth and Sports.



lecentralization Sector Assessment: January, 1983

Appendix E
"QUOTATIONS CONCERNING TRAINING OF LOCAL GOVERNMENT STAFY

As the team conducted its interviews, which covered a basic agenda,
as outlined in thc methodology (Appendix A),” w: noted that training
was often brough: up by the interviewees without the topic being
raiged by the team.

We have reproduced verbatim quotes from these interviews to provide.
an indication of current thinking of several parties concerning the
role c¢i training in decentralization. .

'

GIZA GOVERNORATE, NOVEMBER 11lth 1982

I. MR. TAHER EL ASMAR, ASSISTANT SECRETARY GENERAL: N

"Man has first priority. He has to be properly 6elected,"
appropriately trained, and adequately paid”.

II. MR. ZAKI AHMED, DIRECTOR OF PLANNING AND FOLLOW~UP:

Problems Facing Projects

Shortage of skilled labor, insufficient funding, - inadnquaté"
management, project management, ) ‘

‘€hall we design a project and manage it by ourselves, or ask
somebody else to tun it? '

II1. MR. OSMAN BAHGAT SHARRA, URBAN DEVELUPMENT OFFTCE:

Critical Needs: Management Trelning and Technical Training. -

ID#3560D
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MENOUFIA GOVERNORATE: NOVEMBER 23rd 1982

1.

1I.

I1I.

Iv.

DR. HAMDI EL-HAKIM, GOVERNOR:.

Skills are Needed at Markaz level:

- . Trained engincers for hcusing and infrastructure projedtsél

= Raising the ability of 1local decision-makers, {.e.
councillors. ‘ : .

=~ Decision-makers are not always up tv 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 :o 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 prccedural improvements.,

ENGINEER YASEFN SALEM, CHAIRMAN OF SHEBEIN EL-KOUM CITY AND
MARKAZ (CHIEF ADMINISTRATOR) . '

Inadequate supply of pr.fessionals in the areas of-‘civi{

" engireering, accounting, and economics.

MR. FAROUK HASSANEN, ASSISTANT SECRETARY GENERAL

Training 1s too theoretica: and unaccepted. It should be -

followed by on-job training to gain skills.
Skills demanded by the Governorate:

Planning, Financial-management, Civil engineering, Economics
(Economic Analysis), General Manag>ment, Public Administration.

M., HELMI ZATTAR, CHAIRMAN OF ASHMOUN CITY AND MARKAZ (CHIEF

ADMINISTRATOR)

We don't have a management system but we have management by
personality.

qv
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QENA GOVERMORATE, December 2, 1982

I.

II.

MR. ABD EL-HALIM EL SEIDEY, GOVERNOR

The future 18 for Decentralizations It 18 1inevitable.

However, it needs reinforcement and support by qualified.'

reople. Appropriate qualifications and expertise are lacking
expecially those related to technical functions, planning
tasks, and general management. :

The conflict between centralization énd decentralization has
led to the domination of centraliste. They over-powered
localists thruugh retainment of experts and technologists.

As localists, we are hoping to be able to depend on ‘local
goverr:ent personnel in the governorate. They need training
and development to acquire skills. This effort should be done
in Qena, not at Cairo.

Manpower people distribute personnel 1lacking expertise and
unreszonsive to needs. We need on-the-job training and
in-gervice training rather than academic exercises.

MR. MOHAMED NASSER, DEPUTY GENERAL DiRECTOR, FINANCE

DIRECTORATE.

Qualified people are products of operationcl training and
gkill-buildirg as well as applicatfon nf whatever acquired
knowledge and skills. Training becomes faulty when it touches
a dimension not related 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 each governorate).

The ‘suitable period for training of financial-managemént
perconnel is the months of January, February and March; that is
before the aate of expiry of current FY and preparntion of
final accounts.
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FINISTRY 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
. 8kills in planning. . .

« = When you deal with people in the governorates you would find
them inefficient. . .

= Planning, now, is 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 losses in - unspent
. appropriaiions, and people begin to question the usefulness
or otherwise of the local government system as well as thn

regional-planning-approach.

"= Training programs are needed:

« We conduct training courses inassociation with Kalyubia
governorate but we are not satisfied with its. impact.

At present, weight 1s given to theoretical aspects and less :

attention is paid to practical dimensions and applications.

Planning and budgeting people at all levels are demanding
training in goal-setting and resource-management.

MR. HELMY ABD EL-GHNAMEY, UNDERSECRETARY OF STATE, HEAD OF REGIONAL

PLANNING OFFICE, NORTH-UPPER EGYPT REGION: AND SUPERVISOR OF .

AGRICULTURE AND FOOD-SECURITY SECTOR, MINISTRY FOR PLANNING.

- Most of the governorates have no qualified people to identify -

their needs.

~ Governorates have very limited experience in planning and
. implementing public wutilities projects as well as compiling
feasibility studies.

a
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- We would 1like the governorates to depend on its own human
resourceg otherwise they will continue to submit to central
dmpositions.

= 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.
Wichout a planning staff they will remain dependent upon Cairo.

NATIONAL INVESTMENT BANK, JANUARY '3, 1983 .

MR. FAWZI ATTEA, DR. MOHAMED FAHMY, 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-—craining in planning i{s very important.

Staff in our hank need acedemic and practical training. We are
preparing a proposal. -

SECRETARIAT FOR LOCAL GOVERNMENT/ORDEV, JANUARY 4; 1983.

H.E. MCIAMMED AMMED LAFIB.

_Develop.aent Decentralization (DDI) is a seed. The training programe
for the local people's councils have been very effective. Training
is difficult to evaluate directly, Lut there is no doubt that it

" gives a great push to the benefits of the project. :

Training and skille are required in the Markaz--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 ORGANIZATTION AND ADMINISTRTION: JANUARY 5th 1983

DR. HASSAN TAWLIK, HEAD OF CENTRAL AGENCY FOR ORGANIZATION AND
ADMINISTRATION:

In each governorate there operates an administrative-training center
functioning " within the ©portfolio of the organization and.
adninistration directorate.

Ministry of Manpower and Vocational 7Training concentrates on
vocational training, but the Central Agency for Organization and
Administration focuses on training public servants.
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There 1is Eome shortage of certain types of University graduates. We
try to cope with it through the re-training of the surplus graduates
in other areas of shortage.

MR. ABD EL-FATTAH EL DALEY, REPRESENTATIVE FROM GIZA, NATIONAL

ASSEMBLY, CHAIRMAN, COMAITTEE FOR LOCAL GOVERNMLNT, JANUARY 6th 1983

This new system of Local Government requires some training progranms
to teach 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 1local govefnpent is untrained. This equally applies
to elected and appointed personnel. '

Training 1is inevitable. It 18 necessary to develop the ideas and
. abilities of those involved in the local government process. =- We
need to reach self-reliance {n 10 or 20 years.

Train.ng of local leadership in priority-setting and formulatirs
objectives is very much demanded. Subsequently, the allegation made
by ceuntral bodies that local leaders are incapable of determining
their needs and/or planning lonal development projects would be
countered.



Decentralization Sector Assessment: January 1983
. Appendix F

PRIME MINISTER'S SPEECH ON DECENTRALIZATION
DECEMBER 21, 1982

Below 1s an wunofficial translation of Prime Minister TIouad
Mohiedin's speech to the opening session of the Conference on Local
Government Finance. The conference was organized by the National
Unicen of Administrative Societies, at the Arab League Building in
Cairo, and was attended by over 500 d:legates from all parts of the
country.

The speech provides a concise reviev of current GOE thinking
regarding decentralization, especially the fineacial 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 the Minister of the
Adwinistrative Development. : ' o
= Ladies and Gentlemen the members of the Confereace

Whtle this conference 1s held as a response to the desire of the
popular and the executive leaders at the natfonal and the local
levels, {t is also a continuation of the di{zcussions arisi~g from
time to time about the situation of local government on the map of
the social and ‘economic development. These followed the passing of
the current Law of Local Govarnmert No.50 of 1981, which enlarged
the role of local government in production and service activities as
well as promoted the practicing of democracy in decision-making and
control.

You all know that management and development of the financial
resources in the localities 1is one of the main subjects which needs

more study and more discussions. It 1is very essential to look for
nev methods to support the financial capacity of the localitier to

197LD/026Ldgbk
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assure the positive contribution of the local-units to comprehensive .

development.

In fact, thc local financial capability is 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.

The finanrial capacity of the local councils 1is a vital matter for
the practice of the local government which cims at responding to the
requirements and filling the needs of the citizens in the villages
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
resourcc s and wealth in response to present and future changes 1in

the social and economic environment.

This financial capability requires comprehensive changes 1in the
structure of lcnzl 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
addition, local government must adopt developed management tools,
whereby planning and mcnagement caracity could be upgraded. This
is, along wit: measuring its success in managing services systems
and acnieving goals determined w:thin the framework of national and
regional policies. This 1s correlated with reducing the
developrmental differences between the various lucal communities. In
my opinion, the starting points in development are the local units
which comprise 835 v!lllages, 172 cities, 145 Markas, 35 districts,
and 26 governorates - all clustered Into a frame of eight planning
regions. These units are responcible to perform 26 service and
economic actjvities in accord with the laws of the loial government.
(Laws 43/1979 and 59/1981)

The increase iun size and kind (quantity and quality) of the activity
of the local government units is due to several social, econonmic,
administrative and political factors. The following must be
mentioned:

1~ The continuous increase in the standard of living of the Egyptian
citizen in recent years during which the rate of the increase ir
the national income reached no less than 8.5% yearly. This has
been accompanied by an increase in demand of many public goods
and services. Consequently the size and kind of services
performed by local government units has also 1increased.
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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 avallable by the annual national budget.
These are locally collected and directed, 'such as, the funds and
accounts of services and 1local development, the industrial
services 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 the regional planning system. This was accompanied
by an increase in the self help efforts of the citizens. Their
contribution in establiching the naticnal banks for popurar
development in the governorates is one of the most important
developments. '

4= Iprvease of the size of grants, loans, technical assistance and

' training given by the friendly countries-and the international
agencies to support and rtrengthen the activities of 1local
covernment in the villages and cities the amount of local
government spending reflects the scale of the grants-ian~-aids
~xtended by the state to local government units spread throughnrut
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
efforts and its implicatfons on local development and ratior-~lizing
local government spending.

It will te very useful 1f this conference pays attention to the
following suhbjects:

A, what are the scientific wmeans to develop local budgets to

: integrate the processes of planning, finance, and
management, on the level of the local community, among the
governorates of each economic region, and among the eight
economic regions.

a4
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B. How to encourage joint financing of the large scale projects
among the governorates of each ceconomic region? What would
be the best way to distribute the benefits of these projects
to the contributing governorates?

""Ce How to increase the rationalization of the localities

investment decisions through the planning process? What sre

. the effective methods to develop and train 1local and

regional leaders who are capable of planning, financing, and

managinrg social and economic projects in the governorates,

the cities, Markaz, and the villages. We should realize an

annual growth rate of 252 in national product over the
period of the five-year plan: 1982/83-1986/87 ?

D. What are the most suitatle ways to increase the localities'
' aependence on their own resources for financing 1local
developmert, while lessening their dependency on central
government's grants, and without burdening the citizens with

new taxes or relatively high feeg.«.?

In fact, obtaining relevant answers to these ‘issues; in addition to
the conference discussions willi promote the introduction of some
novei 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
national and local, executive and elected leaders who are concerned
about local government. The Central Agen-ty for Organization and
Administration (Executive Development Program), and the Union of
Administrative Development Associations, both believe 1in the
important role that localities have 1in financing and executing
social and economic development projects through active popular
participation, and also that the local sponding should conform with
self-reliance principle.

The five goals of the conference were as follows:

l. Development of the present financial'resources.

2. Creation of new financial resourées.

3. Integration between local finance, local and regional plan:.ing
and in improving management of present and future financial

resources.

4. Increase of self-help efforts by the 1lecal sociécieé, and
raising the standard of finan~ial self-reliance.

5. Raising the effectiveness of the local/natfonal general spending.

Dr. Salah Hamed, Minister of Finance, opened the Conference on
behalf of the Prime Minister

The conference was held in the Arab League 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 Tawfik (Conference Chairman) pronounced the conference
theme.



The conference brought together ab:iit 390 members Tepresenting
popular and executive councils 1in the governorates, General
Secretariat of Local Government, Organization fnr 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
National Assembly and Shura Councils, the specialized national
councils, barks, the Central Agency fer 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, Gcneral Secretariat
Republic to Presidency of the Armed Forces, Organization for
Control, General Organization for Administrative IJlumination, Rural
Electrification and the Graduate Students of Universities.

The Conference Board it formed as follows:

= Dr. Hassan Taufik Chairwan of Conference
= Nr. Ibrahim Abbas Omar General Rapporteur
= Dr. Youssef A-del Wahabd General Supervisor

The Conference is divided into 4 committeec formed as follows:

1) Zommittee of Structure of Local G~vornment Finance.

- Mr. Ahmed Abou Khodair (Under-Secretary of Ministry of

Pinance/Assiut), President

- Mr. Ahmed Metwalli M. Badawi (Ass. General Secretary)
Deputy President

- Mr. Mohamed Kamal Shaaban (Under-Secretary Ministry of
Finance - E1 Minfa), Convenor

- Dr. Samir Hakim, Advisor

- Mrs. Inas Hanna, Technical staff

2) Committee of Managing and Planning Development in the

Localitiesi

- Dr. Youssef Abdel Wahab, President

- Mr. Nasr El1-Din Kaeed, General Secretary of Qena
Governorate, Convenor

- Dr. Moftah Galal, Advisor

- Mrs. Afaf Kamel Ahlmed, Technical Staff
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3)' Committee of Rationalization of Local Spending:

- Mr. Abdel Moneim Omara, Ismailis Governor, President.
- Mr. Fawzi Attia, National Investment Bank, Deputy President
- Mr. Mohawed Talaat Osman, Chairman of El Amria District,

. Reporter
- Mrs. Laila Nassif, Technical Staff
- Dr. Mohamed Nasr Mehanna, Advisor

- Mr. Na“il Kilani, Technical staff

4) Committee of Self-Help Efforts:

- Dr. Hawdi El1 Hakim, Menoufia Governor, President

- Mr. Mohamed El Kholi, Se.retary General, = Sharkia

Governorate, Deputy President
- Mr. Hussein Daoud, Convenor
- Dr. Samir Tobar, Advisor
- Mr. Azmi El1 Sheikh, Technical ztaff

Fifty five speclial studies and research papers were preparedlby
locel administrators, experts, finawucial specialistt and university

professors, and present:! to the conference.

RECUMMENDATIONS

After three days of discussion, the committee members have made
the following recommendations:

IN THE riFLD OF LOCAL GOVERWNMENT FINANCE:

1) To reconsider and to re-adjust Law No. 222/1955 which
prescribes a special fee for property 1mprovements, so that
evasion of the fee is more difficult.

2) . To reconsider all kinds of ices, 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 the
delayed payment according to the rules followed by the
general taxes. Proceeds from the collected fines are to be
added to the Local Services and Development Furd.



4)

5)

6)

7)

8)

9)

" 10)

11)

12)

To give governorates' 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 req.iring loans through econonmic feasibility
studies compiled by localities.

To fegularly pay to the Local Development and Services Fund
the proportion allocated for social and medical projects
from the cooperatives, public companies and local projects.

To amend the Companies' Law in a way that will permit the
allecation of a part of compriles' profits for the
localities where these companies are established. Thisg
should be an obligatory part of their social responsibility.

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 (includfng foreign currency) ; while Informing the
Ministry ~f Economy and the Ministry of Finance thereof.

To advise the Cabinet to expedite regulations essential for
managing the economic-housing projects' account and the
land reclamation account, as aithorized by the local
governmant lzw. This will enable development of their
revenues. .

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 estimated
expenditures would be repaid to the na'.ional treasury.

To benefit from finances made available by the specialized
banks, commeicial banks, and popular development banks, in
order to Increase projects' investments in localities.

Local Services and Development Fundr are to participate in
financing the big projects; which serve more than one
locality.

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.
[]
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13)

G-6

To ensure equity in distributing funds, appropriated in the
investment chapter of the general budgeét (BAB III), among
the. governorates, whila taking into consideration
governorates' population, resources, and geographic
conditions. ' -

IN THE FIELD OF SELF-HELP EFFORTS:

1)

2

3)'

4)

5)

6)

7)

To recommend banks, through the Central Bank and the
Ministry of Economy, to stick to the framework of supports
decided by the National Government 1in favor of some
goclo-economic sectors. Also to avoid adding any
increments that would increase investment cost and lead to
}osins the support's advantages.

To establish local corporations by equal shares from the

Local Services and Develoyment Fund, people's savings, and °

the private suctor, according to a local development: plan.

To activate popular agencies' and party organizations ft~
mobilize citizens by using 1loyality, leadership ard
plarning. aimed to achieve popular participation through
investments. .

To increase popular awareness of decreasing waste and
losses in production and consumption; in addition to paying
attention to the taintenance of all kinds of equipment =nd
productse.

To give governorates the right to choose the ways of
dealing with public properties, such as cultivated lands,
fallow, and desert areas, since they are essential
development resources of the governorates.

To encourage establishment of small projects'in towns and .

villages; aiming to return tuem 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.

To pay attention to the local development societies as they

are voluntary agencies, aiming Eo raise social and economic

levels of localities.



8)

9

10)

1)

G-7

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.

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.

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.

To support cooperatives on different levels as they are

_ useful means of popular participation in'development.

IN THE FIELD OF MANAGING AND PLANNING LOCAL DEVE#bPHENT:

1)

2)
3)
4)
5)

6)

7

As ve 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 informinz the Ministry of Planning and the National -

Investment Bank.

T> collect, organize and classify information on different
local levels, in order to achieve the purposes of planning,
monitoring and evaluation. '

To pay more attention to programs of birth control, aiming

at solving the problem of increased populatiun, and' to
reach the gozls of the development plan.

To apply the results of 41cientific research in order to
serve development purposes. .

. To ensure realistic implementation of regional plann«ng in

the governorates, so as to realize social and economic
integration between governorates.

To strengthen coordination between central, regional and
local planning agencies, to enable them, to achieve their
shared goals. .

To improve civil sgervice structure (organizational

hierarchy) in localiiies; to give employees a chance to

f111 higher positions as practised at the central level.



8)

" To plan proper distribution of resources in order to meet

society's needs for products and services, and rationalize
general spending in localities.

In this respect the Conmittee recommended the following:

ae

b.

9)

Survey localities' needs of services' projects, prepare
feasibility studies using accurate data and information;
determine actual: cost; decide execution priorities in the
light of local needs and the resources made available

annually.

Also, it 1is recommended to arrange these data and
{nformation in due time as scheduled in the. program, to
rationalize local public spending.

Benefit from the successful 'experiences in localities
related to realize the m/ imum utility of resources; while
gseeking *the help of .eighboring govoernorates' and
potentialities in order to save expenses.

Support the regionai and local planning agencies' wath

-killed staff so that regional proiects are coordinated and

the maxizum use of resources 1is realized.

Reconsider s&stems of preparing budgets in (lhe govetnoratés
to pernit designing a special budgeting system. (1e
preparation and execution).

IN THE FIELD OF RATIONALIZATION OF LOCAL GENERAL SPENDING:

' Human resources are the basic pillars which have to be well
prepared and trained, In order .o create the capability to realize
the required rationalization in general spending.

In this respect the committee recommended rhe following:

1)

2)

Choose the suitable cadres to work in localities, and
encourage the execution of the aforesaid recomnmendations
concerning the transfer of employees from central agencles
to locali+les.

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.



3

4)

5)

6)

G-9

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.

Incentive system i1s 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.

Apply rationalization of expenditures _to purchases and
procurements, taking 1into consideration the inventory,
which could contribute to new investment projects.

Be concerned about follow-up »~d monitoring implementation
of projects and to continually evaluate how efficient their
execution is.

09
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APPENDIX H

USAID DECENTRALIZATION ACTIVITiES'

A brief description of ‘the activities which comprise the

decentralization Sector Support Program follows: o e
1. Developument Decentralization I (DDI)
2. Basic Village Services (BVS)
3. Provincial Cities Development (PCD)
4. Decentralization Support Fund (DCF)
5. Neighborhood Urban Services (NUS)
6.  Decentralization Program and Activity Budgets.
(from Decentralization Sector Program Agreements: August
29, 1982)
3567D/0064
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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.
More specifically, the project consists of the following components:

(a) Establishment of a Local Development Fund (LDF) within the

Organization for Reconstruction and Development of the
Egyptian Village (ORDEV).

(b) Establishment of an ORDEV Training Academy which provides
training for local ORDEV personnel, governorate, ' village
council and executive committe~ personnel.

(¢) Parrf~ipant training for ORDEV, Governorate villaée council

and executfve personnel in the United States and Third

Countr!c- in Asia, Africa and Latin America.

(d) Evzlustion and analysis of LDF impact on the recipient
villages, and the operations of the ORDEV Acadcny. :

T. date, over 290 loans totalling $6.2 miliion 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 Ynited States, and another group fo 35 at the University. of
the Philippines Institute of Small Scale Indusrtry.

A computerized record-keeping sy:tem 1is being developed so
that edch project can *»2 monitored and ecvaluated. The information
in the records w21l also be analyzcd to assist with the planning of
future projects. In FY 1981 $15 million was added te 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 Villége Sexvices

At present grant funds are provided' to rural villages in
tweanty governorates for the construction of rural infrastructure
projects. Eligible projects include, but are mnot limited to,
potable water systems, feeder roads, ground water and sanitary
drainage, abbatoirs, and the lining of canals. The primary intent
of the project 1is to strengthen the administrative/management
processes and skills in villages and districts in participating
governorates. Iarticular emphasis is placed ~n the involvement of
the elected village councils. By 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 project provides $220 miliion for wvillage 1level
infrastructure improvements and $10 million for surport. and training
to develop administrative and managerial skills. An 4information
system will be implemented which will enable the entire project, as
well as individual village projects, tuv 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 milljon. The P.i. 480 Title III
portion of the program was initiated late in FY 1979 and the AID
Grant Agrcement was signed in Augus. 1980. Over the life of the
project village councils re expected to construct well over 5000
locally conceived and locally zadministered projects. After three
years, all twenty rural governorates are included in the program,
approximately 3600 prcjects have been approved for execution.
Durin: 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 thy AID grant and $45.0 million of the Title III
money.



3. PROVINCIAL CITIES DEVELOPMENT

"'This grant, authorized for $75 million in late FY 1981 with an

initisl obligation of $20 millior, funds activities designed to
enhance local government and institutional capabllities of three
provingial cities (Fayoum, Minia and Deni Suef) to identify, plan
fo;, budget, finance, construct and maintain urban infrastructure
~and public services at the municipal level. The pruject finances
" technical assistancé, operating and mainfenance improvements and the
design and construction of infrastructure projects, particularly for
water and sewerage. The latter will encompass improvement and

extensior of existing water systems and wastewater facilities.

The larger goa] of this project 1is tc assist the. GOE to
achieve its policy objective of economic and administrative
‘decentralization and to foster a more effective urbanization process
_at the secondary city level. It wiil help expand decision-making
. capacity on the broadest possible ' basis by providing loce

government decision makers with experience in the allocaticn .and

utilization of resources and in developing the finaﬁcial and ot%r

mechdr~isms to carry out their develoment programs.

The General Cornsultant has been in Egypt since June 1982 and

Resident A’visors are working in each of the Cities. Approximately[
LE 2.1 million has been expended in the Cities on ecquipment,

infrastructure, and ’training. Work is underway to produce Master
Plans by mid-1983. Of the original $20 million obligation, over $10
million has beern sub-obligated. Expenditures are expected to

increasé rapidly in 1983.
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4, Decentralization Support Fund

The purpose of the project i1s to support and accalerate the
process of administrative decentralization to rural governorates by
increasing 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_achieﬁe the purpose rests on the pressing
need for equipmént in the governorates to provide essential
services. By wmaking funds for equipment available, services
principally sanitation, health and transportation can be expanded
. and existing infrastructure better maintained.

From AID's obligation of $75 million for this activity, this
project mskes a total of approximatcly $3.57 million in foreign
exchange avallable through the national budget to each of 21 of the
26 governorates in Egypt. These amounts, which are available tc¢ the
governorates in their investment budgets, are being used to purchase
needed capital equipmeut in the United States, AID funds are also
raying fu. spare parts and other raintenance requirements for the

equipment. ‘

Training will be provided to ensure the correct operation and

maintenance of the cguipment.

As of Deccmber 31, 1982, $21.2 million has been disbursed out

of § 48 milli~n committed in procurement actions- The 21

Governorates have received equipment worth $18.1 million.

USAIC 1is planning an evaluation of the DSF in February 1983.
The expansion of the project by $25 million to a total of $100
million’ is dependeat upon the results of this evaluation.

W
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p+ Neighborhood Urban Services

..This joint undertaking of the GOE and AID seeks to enhance the
institutional capabilities of urban local government units, Egyptian
private voluntary organizations and neighborhood associations
througn 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
Alexardria. 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 GOE )

contribution of an estimated $13.9 million equivalent will fund (1)
staff, (2) indirect project costs, (3) training support and (4)
maintenance for subproject activities. ‘

The, public works programs financed will be jointly identified,
developed and executed by the local officials and residents in tha
participating wurban districts and should enhance the living
conditions and economic climate in thos areas. While three~fourths
of all thka subprojects will be implemented through the District
Administrative Units, a large number of smaller activities are to be
conducted ‘*hrough local private voluntary organizationy and
neighborhood associations through a sp~clal grants committee.

This project was authorized in late FY 1981 for $89 million
with an initial obligation of $20 million.

An additional $16.5 million vas authorized in FY 1982. As ~f
12/31/82, approximately $8.4 million has *aen disbursed for district
and Voivntary organfzation projects.



Program Nusber 263-K-£05 DECENTRALIZATION PROGRAM AND ACTIVITY BUDGETS

(Figures are in millions of dollars or Ezyptisn pounds)

Mazjmr of
’ ) 12 . currently
. ) : CONTRIBUTICNS TR . SRSt u.s.s
. AID . AID AID AID TITLE G.0.E. Convertitle te
PROGRAM/ACTIVITY Before FY 821/ FY 82 After FY 82 2/ TOIAL m . Epyptian porrde
£0% : Decentralization Sector Propram $ .S $ . $ LE - LE ‘ b3
Activaties: i ) . . -
605.1 Development Decentralization I 26.20 4/ .- -e- 26.20 4/ -e- 4.40 19.50 (7512
605.2 Busic Village Services 70.00 30.00 45.00 (45.00) 145,00 . 75.00 Mo P4, 1S (R2)
£05.3 Provincial Cities Developrent  20.00 .- $5.0! (3).60) 15.00 .ee 20,90 7.°0 { A1)
$35.4 Decentralization Support Fund  $0.00 25.00 25.90 (---) 100.00 .- 16.60 L.00 {1}
6n5.S Neighborhood Urban Services 20.00 16.20 $2.50 (52.5n) 8950 .ee 2.73 30.00 (st
605.6 Other S/ .ee 3.5u 16.50 (=) 20.00 .o T eee eee
1
Total me0 700 104,00, (120.10) 485.20 75.n0 on.03 ' -147.55 (1)

1/ Minimum AID contributions granted under previous authorfrations per Sectlon 2.1 of the Program Agreement

2/ A.1.D.'s contribution to- the total Actlvity will be provided in increments, in accordance with Section 3.1 of this Agreement. Subsequent increments’
w11l be subject to svailability of funds to A.I.D. for this purpose, and to the mutual Agreement of the Parties, at the tiee of a subsequent Increment to
procecd. 1he figures in prackets in this column are the proposed maximum dollsrs convertible to Igyntisn poimds.

3/ GOE contributions will be in LE. Dollar figures shown in earlier apreemenrts have been converted st the exchanpd rake of LE 0.83 « US$ 3.00-{8/82), fo-
the purpose of this Agrecment.

4/ 125,000 US-owned Egyptian pounds also obligatcd under this activity. .

5/ To be agrecd upon in future Activity Protocol(s).

—

—
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DENTLOMMENT DICINTRALIZATION 1 ACTIVITY RUNGET

- (Figures are in millions of dollars or pyptian pounds)
CCNTRIBUTIONS TROM:

Maxjmer of
currently

hligated U.5.4

- ‘ e - o crnver[ihle to
R - AID AID AID . AID TITLE . f

CTIVITY ' Before FY 821/ FY 82 Mrer FY 22 2/ TOTAL m G.0.E. Fgyptian ponrde.
kns.1: Development ' . . ) - . Con

Tecentrajization 1 .8 R | $ - $ LE r $ .
}ocal Development Fimd c:plt'll 18.57 . ——e et esa ’ 1887 - mee RTINS e LS
Techrical Assistance 2.70 4/ - cem . .-- 7.70 fl aea .se , 0.40
Training 2.9 5/ " eee T eee .07 8 - aan nat "
Co—odities i 0.36 can” " ) —.-. \ 0.36, T ees . cea n.oe
f.aluation/Research ‘ 0_:35 ,_'f‘ ol e n3s R ) ny
Contingency/Inflation 1.21 ¢/ Dees -t R - i;zl '61‘ - '...f- cew - .ee
Tozal - . 26.20 ~es - . 6.20 ) Cowe . 4.40 l°:7‘ ‘15‘)
1/ Mjnimun AID contributions granted under previous authorizations pcl; section 2.1 of the Program Apreement -

2/ A.1.D.'s contribution to the total Activity will be provided In increments, in accordance with Section 3.1 of this Agreement.

procecd. The figures in brackets in this column zre the proposed maximum dollars convertible to Tpyptisn pounds.

the purpose of this Protocol.

4/ 75,000, US-owned FgyPtian Pounds.al;o obligated under this activity.
5/ 39,000, US-owned Egyptian Pounds sls~ oblipated under this sctivity.
6/ 11,000, US-owned Egyptian Pourkls slso obligated under this _activltv.

-
-,

>

Suheeqreent incrermente

will be subject to availability of funds to A.1.D. for this purpast, snd to the mutual Agrecment of the Parties, st the time of 8 suhsequent increment te

3/ COE contributions will be in LE. Dollar figurs shown in eirlier srreements have heen converted at the exchange rate of LF 0.83 o US§ 1.60 (a/F2), for

8-H



BASIC VILIAGE SEPVICES ACTIVITY RMGFT . .

(Figure.s are in millions of dollars or Tgyptian pounds)

Faximu of -
. ) currentl
CONTRIBUTIONS FROM: . - ‘,ﬂ m!“.s.s
AID - AID AID A0 - TITLF o o . convertible to
ASTIVITY Before FY 821/ FY 82 After Ty 82 2/ 30GiAL 31 G.0.E. . Tpyptian pounds.
625.2:%as:z Village Services s _$ $ 3 IF LE . $
Su~activitv Construction Costs .00 .00 - 45.00 135.00 3. T ] 79.00
Inéirest Subactivity Costs aee aa-e e .- S ~ 16.60 -
Infrastructure Maintenance Fund C e e T ees L e- T e .- 16.20 . Lo
Teztnical Assistance T 64 : e’ T aee . 6,40 -\--‘ e ~3.40
Tra.mirg 2.8 . e P 2.50 S 2 1,80
GLE Sraff Support ) . T eee’ .- .- Ceee - W T eeel
Inflatizn (TA and training. . . T © )
ey : 0.60 " -es e n.c -- --- n.10
Contingercy ] 0.50 T e © eee 0.50 .- .. 0.1%
Tetal C 70 20 30.00 _4%.00(45.00)  145.06 75.60 38.40 - r.1S (241)

1/ wMyny-u= certribution granted under previous acthorizaticns per Scction 2.1 of the Pranram Agreemcnt

2/ A.1.D.'s ccntribution to the total Activity will be provided in increments, in arcardance with Section 3.1 of this Aprecment. Subséq\@nt increwent<
will be subject to availability of funds to A.1.D. for this purrose, and to the rutval Agreement of the Parties, at the time of a suhsenuent incremont to
proceed. The f:gures in brackets in this column are the proposed maxymm dollars convertible to Egyptian poumls. .~ Co- - -
3/ GOf contributions will®be in LE. Dollar figures shown in earlier agrecments have bren converted st the exchanpe 7ate of 1E 0.8 = US$ 1.00 (p/92), far
the purpose of this Protocol. : - . ‘.

—

= Best Available Dezument -

6-U
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{Figures ar® ia =illirrs of dollarcs o Foyptian romls)

C PEOVINCTSL CITIFS "< ELATVEN T ATIINTY FCFT

CONTR T TNE PRl

Wayioe =f
curre=* e

. o=, et !
. 3/ =il
AID AD an . A1D TTC L IS
ACTIVITY Before Fy 821/ FY 2 afeer Fy o3 &4 TTIAL 11 ¢.C.F. T
L3
403.3:Provi~cial Cizies Development S 3 ¢ H IF 1T S
Capital Costs
water Susply 6.30 .ee 272.10 (12.°n 28,8 .-- - s.68 J.te
haste water $.30 cee 1e, 12 f1r.8) 2.7 - 2,00 ;-
Streets 1.10 oo s.an (2.3 T e .- PR L
Sub-Total - 12.70 e a1 20 (20.87)  $7.2 1. e.cr
Mainterance .20 - 1.6C {n."") 2.8 cew 1.0n r e
Consultant Services l.sd .- .es 8.8 -—- p.al 1.8
In-kind Admnistrative .- one .- .-e .ee _4.18 - .-
Cortingency 2.00 .- g0 (€.11)  10.9 .ee 2.00 roe
Total 20.00 .- §5.00 (11.62)  5.00 .- 0.3 T.am vt

-t

1/ Minimum AID contributions granted under previous suthorizations per Secticn 2.1 of the Program Agreement.

2/ A.1.D.'s contributicn to the total Activity will be prc.ided in ircrerents, in accordarce with Section X.1 of this Bprgemart, Sithgaguent i-crecerte

will be subject to availability of funds to A.1.D. for this purpese, and to the mutual Agreewent of the Parties, at the tire of g syhssmwnt jncremene *-
proceed. The figures i brackets in this colur. arz the proposed ma .mum dcllars convertile to Fgyptian prunds.

3/ GOE contributions will be in LE. Dollar figures shown in earlier agreerents have heen converted at the exchanpe rate of IF .98 « 15§ 107 (9252), 1--

the purpose of this Protocol.

C -

s

-

of-u



DECFNTRALTZATION SITPTORT N™ 7 ACTIVITY RFMCFT -

-(Figures are in millions of o llars or Ervpting poundse) Magio nf

G . 4 (4 tiv
COOTRITUTIONS TPEE: - e %’{-}LE-',-‘%-,; wet
- ’ 3 crmertinie 1~
AID . ATD ATD AID TITIE . R 1
ACTIVITY S Before FY 821/ P82 AMter FY 22 2/ TUTAL 11 . RO Epvptian per.
605.¢:Decentralization Sunport Fund $ $ -8 ] LF . LF L3
Equiprent, total .70 25.00 28.m 08,70 B IRl C o .ee.
a. procure~cnt 4K.70 ¢5.10 Z>.0 LAY = Ct e, S LEAS i
b. Maintenance § Cperatien ae- - R --- : = b BRI D 1.00°
c. Inland Transportation .- --- E .- e --- r.e7 e
d. > flation (LC) - —.- Ceee ] see e 2.7 e
Contract Services, Total . 1.30 . ese o cee-- 1.y ceee . IS0 o e
3. jechnical Liaison oroup . 0.40 T eme -as 0.0 — . - e - _ r.an
b. Procuresment Service --- se- - ese . .ee - 1.1 . - n.en
¢. Evaluation/Inflation 0.30 e _ Leee . 0.30 - eee . ee- n.so
d. Contingency/Trainirg 0.(;0 eee ) .- a.6n e Teae” (Lft‘ -
. s
Total $0.00 25.00 2s.0(n.0n) 30n.0 R L - s.entey)

1/ Minimm AID contributions granted under previous suthorizations per Section 2.1 of the Pregram Apreement .
2/ A.1.D.'s contribction to the total Activity will be provided in incremente, in accordance with Section 3.1 of this Aprec=cnt. Suhepnient jrcremeets -
will be subject to availability of funds to A.1.D. for this p.rpose, and to the mutual Apreement of the rartiee, at the tire of s suheequent ircrement tr
g;ocecd. The fipure insbrackets in this colum js the proposed maximim dollars convertihle to Fpvptiar poamds. . .

GCOE contributions will be in LE. Dollar figures shown in earlier agrecmrnte have heen converted at the evchaner ratle of IV N.8Y = NUSE .00 {efe=) f..
the purpose of this Protocol. -

<
o
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NE; CBORHOOD {RRAN SERVICES

.

AC TVITY RUNCEL

(Figures are in millions of dollurs or Fryptian pounds)

FONIR} BUTIONS FRODM:

Maximm of -
currently

; .. ohl ipated U.S.$ -
AID AID AID AID TITLE 3/ SGretitle to
ACTIVITY Before FY 521/ FY 82 After FY 82 2/ 10mal 1111 G.0.E. Fryptian pmmds.
&n5.5:Neighborhood Urban Services $ $ s s LF LE . [ 3

District Suh-project Activity 11.60 12.30 30,10 £3.00 .- £.2% 2%.00

PVO Sub-project Activity 2.10 2.20 7.10 .40 .ee ——- 4.30

Staff Support .00 0.00 0.00 c.00 .- 2.90 ° -—- -
Technical Assistance .en - 0.82 2.58 2.30 Ceee - L
Evaiuation 0.38 0.c8 0.2¢" 0.70 --- --- n.on

Training i 0.34 R I 0.38 n.aa .ee *0.18 n.12

Inflation o 0.70 0.15 0.85 1.30 -- — S 05
Contirgency 0.98 0.23 2.65 6. - .- 188 ©
Total - 20.0 - -16.50 - 52.50 (52.50) -80.00 .- 0.73 30.90 (851)

-

1/ Minimsu AID contributions granted under previous suthorizations per Section 2.1 of the Progiam Apreement

2/ A.1.D.'s contribution to the total Activity will be provided in increments,
will be subject to availability of funds to A,
proceed. The figures in brackets in th

1.D. for this purpose, and to the mutual Agreement of the Parties,
is column are th_e proposcd maximum Jollars convertible to Fgyptian pounds.

in accordance with Section 5.7 of this Apreement. Suhsequent increments
st the time of 8 subsequent increrent to

3/ COE contributions wil) be in LE. Dollar figures shown in earlier agreements have been converted at the exchange rate of LE 0.83 « US$ 1.0n (2/R2), for

the purpose of this Protocol. |

—
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Decentralization Scctor Assessment : January, 1983

Appendix I

The structure of the National and Local Government Budgets.

The framework of both National and Local budgets are very
similar. They are divided into' two major suctions: current and
capital budgets. Each section is divided in c¢wo BABs or chapters,
and each BAB has a revenue and experditure account.

The broad on:ilne is as follows:

A.Current Budget

BAB I

Revenua: Sovereignty revenues (taxes).
Expenditure: Wages and Salaries

BAB 1I

Reverue: Current revenues and transfers .
Expenditure: Current expenditures and transfers (operating and

maintenance costs)

B.Capital Budget
BAB III

Revenue: Loans and credit facilities
Expenditure: Capital transfers

BAB 1V

Revenue: Loe1s and credit facilities
Expenditures: Capital transfer

The major groupings in each chapter are given in the féllowing
pages.

Those portions of the framework of the Local Government revenue
budget, which are significantly different from the national budget

are also included.



I1-2

GENERAL FRAMEWORK OF NATIONAL BUDGET

A. CURRENT BUDGET

"REVENUES

EXPENDITURES

BAB I: SOVEREIGNTY REVENUES:

Gli(Central) property taxes '
G2.Business income taxes
G3.Individual income taxes

G4 .Stamps

G5.Legacies fees and taxes
G6.Commodities taxes and fecs
G7.Changes in prizes

G8.Various sovereignty revenues
G9.Local property taxes

BAB I1I: CURRENT REVENUES
TRANSFERS

Gl.service revenues

G2.Various revenues

G3.Local revenues

G4 .Common revenues

G5.Revenue of Current
Activity

G6.Donations

G7 .Revenues of financial
papers

G8.Current transfe.s

G9.Deficit of current
processes

BAB I: WAGES AND SALARIES:

Gl.Monetary wages and compensations

' G2.Monetary & non-monetaiy bonuses.

BAB II: CURRENT EXPENDITURES AND

TRANSFERS :

Gl.Commodity requiremants
G2.Purchases for sales
G3.Services requirements
G4.Current transfers ,
G5.Specified current transfers .

G&.Sutplps of current prucesses

BAB = Title, Chapter, or Lingﬁltém4

G = Group
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B. CAPITAL BUDGET

_ REVENUES

EXPENDITURES

BAB III: VARIOUS CAPITAL REVENUES

Gl.Self-finance

G2.Companies’' investment
finance

G3.Revenues of capital
transfers '

G4.Governmental capital-service

gubsidies

BAB IV: LOANS & CREDIT FACILITIES

Gl.Domestic loans
G2.Credit facilities

BAB III: INVESTMENT EXPENDITURES

Gl.Projects of the Plan
G2.0ther fixed assets

BAB IV: CAPITAL TRANSFERS:




BAB
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PRA“EWORK OF LOCAL GOVERNMENT REVENUE BUDGET

CURRENT BUDGET:

I: SOVEREIGNTY REVENUES:

BAB

G9. Local Sovereignty Taxes & Fees:.

Item I: Land Taxes:

Tl. Original taxes on agricultural lands
T2. Add‘’tional taxes on agricultural lands

Item 2: Building Taxes
Item 3: Entertainnent taxes

.Item 4: Car taxes and fees

Item 5: Quota in common revenues:

1. Quota fr0' addicional taxes on customs

T2. . , o "' moveable assets

T3. " " " . " commercial & industrial
revenues :

Item 6: Share frum the Joint Revenue Fund

 Item 7: Share from the additional tax on Suez Canal Orgapization Q_

Item 8: Others

II: CHRRENT REVENUES AND TRANSFERS:

G7.. Local Revenues:

Item 1: Revenues of utilities administered by Local Councils:

Tl. Revenues of water
T2. . " sanitary drainage
T3. " ® health works
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Item 2: Local Taxes and Fees:
Tl. Fees on commercial firmg

T2, " " e¢lubs, assoctations, unions, and privatc asaociations
T3, " * {ndustrial & artisan firms -
T4, " " vekicles, bicycles, and domestic animals

T5. " " commercial boats,...

T6. " " slaughter houses

T7. " " usage of coasts, beaches

8. " organization and road works

T9. " * public gardens

T10. Additional fees on sales of gasoline

T11. " ' hotels' occupants

T12. Fees on birth documents and health mcasures

T13., * " licenses of hunting and arms

Tl4. ° " * " quarries and mines

T15. Improvement fees
Ti6. Rental fees on building occupants
T17. Fees on fertilizers and crops stores (Showan)

Ti8. " " private markets
T19. ° " consumption of electricity and water
T20. Othetrs.

"Item 3: Various Revenues:

Tl. Revenues from markets

_T2. Pern-~1ties imposed on buildings

T3. Other reverues

Item 4: Revenues from Quarries:

Item S: Other Local Revenues and Activities:

T1. Local Services and Development Fund

T2. 7leansing Funds
T3. Housing Projects.

BAB

CAPITAL BUDGET a/

BAB

ITI1: VARIOUS CAPITAL REVENUES:

G2. Capital T-ansfer Revenues

Item 1: Revenues from various sources:

T2. Sales of buildings and vacant land for buildingq.

IV: LOANS AND CREDIT FACILITIES:

G3. Credit Facilities.

@/ Devoted for meeting Capital Transfers only.

3780D/0064Dgbk
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Appendix J

AID SUPPORT FOR LOCAL GOVERNMENT PROGRAMS

(State 199220, July 17, 1982)

ID#3842D



- Ny . .
My it

PR MUENEG C TR :

TE PUFEC #9770 1081022 | acvion o oo ous
ZNR UUUUY 228 IR L PV

R 1706317 JUL BZ ZEX e w7} 17 JuL B2

¥H SFCSTATF VASHDC , : |  7ToR: 1027

T0 ATD WORIDWIDE ON: 12126
RUFRCV/USMISSION GENEVA. LACOS 8382 ' * CHRGE: AID
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UNCLAS STATE 199228
AIDAC FROM AID ADMINISTRATOR MCPHERSON

_E.0. 12065: N/A
AGS: ' , ‘
SURJECT: AID SUPPORT FOR LOCAL GOVERNMENT PROGRAMS

¥, IN RFCENT DISCUSSIONS HERE AND WITH MISSION DIRECTORS I
RAVE EXPRESSED CERTAIN CONCEKNS ABROUT THF AGENCY’S SUPPORT
OF LOCAL GOVERNMENT PROJECTS. I RECOGNIZE THAT LOCAL
COVFRNMENT CAN PERFORM SEVERAL DEVELOPMENT-RELATED FUNC—-
TIONS, SUCH AS THE ALMINISTRATION OF LAw AMD ORDER, AND THE
PROVISICN OF CFRTAIN PURLIC GOODS AND SERVICES AT THE LOCAL
JFVFL.. MY PPIMARY COMCERN, HOWEVER, IS THAT AID ASSISTANCE
STRENGPREN, NOT WEAKEN, THE INDEPENDtNT CAPACITY 07 LOCAL
COVFRFMFNT TC PROMCTE BROADLY~BASED, SELF-SUSTAINING
DEVET.OPMENT AT TFF ITCAL LEVEL, AND THAT OUR ASSISTANCE
POSITIVFLY FMCCURAGF, NOT DISCOURAGE GREATER COMMUNITY
PI/RTICIPATION AND SELF-RELIANCE, INCIPDING THE GROWTH OF:
PRIVATE, NON~GOVERNMENTAL ORCANIZATICONS AT THE LOCAL LEVEL,
I PFPATIZF TPAT THIS SUBJECT RAISES COMPLIX OQUESTIONS AND A
POJICY STUDY REVIEV IS NOwW UNDERWAY IN EXPLORING THESE
TISSUES IN GREATER TEPTH.

2. AITPOUCE THIS CABLE RELATES MOST DIRECTLY TO LOCAL
GOVERMMENT ASSTSTANCE EFFORTS, MISCIONS SHOULD ALSO LOOK
FOR CPPORTUMITITS TO PROVIDE DIRECT SUPPORT TO PRIVATE
DEVELOPMENT-REIATED ORGANIZATIONS AT THE LOCAL LEVEL (E.G.,

11/MAC

RURAL DFVFLOPMENT ASSOCIATIONS, BANKS, SAVING AND LOAH
ASSOCTATIONS, SMALL INDU3TRY AND AGRI1BUSINESS, IRRIGATION
fROUPS, ETC.) I YOULD LIKE TO EMPHAS1ZE T“AT SUPPORT FOR
T.OCAL GOVFaNMENT AND MY CONCERN TRAT SUCH SUPPORI ENHANCE {
TOCAL, INITIATIVE NOT BE TAKEN AS A SUBSTITUCLE FOR MISSION
PROGSRAMS THAT PROVITE DIRECT SUPPORT FOR PRIVATE SECTOR

AND PRIVATF ENTFRPRISE DEVELOPMENT.

S3s IN TPOSE INSTANCES WHERE CONSIDERATIONS ARE NOW BEING
CIVFN TO PROJECTS WHICH INVOLVE ASSISTANCE TO LOCAL GOVERN-~
MFNT, IT IS IMPORTANT FOR MISSIONS TO ADDRESS THE FOLLOYWING
CONCERNS: . ,

= A. IF LOCAL GOVEENMENT IS TO BE ASSIGNED TO UNDFRTAKE

- SPECIFIC CEVELOPMENT TASXS IT SHOULD BE LEMON-

- STRATFD THAT TEIS YILL NOT SERVE TO STIFLE LOCAL 1/9
- INITIATIVE, BUT RATHER STIMULATE THE GROWTH OF \ '

UNCLASSTIFIED STATE 199220
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THRF GROWTH CF 10CAL Ph]VATF }NT}RPhISP AND DLVFLOP-
MFNT-RETATED ORCANIZATIONS (THROUGH, FOR EXAMPLE,
RURAL ROATS ANT .OTHfR LOCAL INFRASTRUCTURE, SOUND
L.CCAL POLICIES AND INCENTIVES THAT FACILITATE
PRIVATE INITIATIVE, ETC.).

L SN I N I

R. IF AID GRANTS OR LOANS INTENDED TO STRENGTHEN LOCAL
GOVERNMENT ARE TO BE ADMINISTERED THROUGH A CENTRAL
GOVERNMENT HIERARCHY (OR LOCAL GOVEANMENT LINKED TO
CFMT/AL CCYFRNMENT), THERE SAOULD €E CLFAR AND
CONVINCING KVIDENCE THAT T’IS SUPPORT WILL NOT
SIMPLY SFRVF TO INCREASE LOCAL GOVERNMENT DEPENDENCY
ON CENTRAL GCVERNMENT INITIATIVE, EUT RATHER STRENGTH-
EN 10C*L GOVERNMENT CAPACITY TO PROMOTE PEVELOPMENT
AT THF LOCAL IFVEL.

C. AID ASSISTANCE TO LOCAL GOVERNMENTS UNDER A BIGHLY
CFNTRAI.IZFD SYSTEM SHOULD BE PRECEEDED BY NEGOTIATIONS
THAT CAREFULLY DELINEATE THOSE FUNCTIONS, AUTHCRITIES
ANT RESPONSIBILITIES WHICH NEEL TO BE TRANSFERRED TO
ASSURE _SUFFICIFNT LOCAL GOVERNMENT AUTONOMY.

P. LOCAT. GOVERNMENT PROGRA;S SHOULD ALSG ENCOURAGE THE
GRO¥TH OF I0CAL REVFNUE-RAISING CAPACITY TyAT PERMITS
TAF ASSUMPTION OF LOCAL COMSUNITIES OF OPERATING,
MATNTFNANCFE, AND REPIACEMENT FUNDING AND RESPOKSI-
BITITI¥S. V¥YFFCTIVF ASSUMPTICN OF SUCH KRESPCONSIBI-
LITIFS IS .A SICNIFICANT TEST OF THE VALUE AND SUCCESS
OF I0CAL COVERNMENT ASSISTANCE.

4, VHFFF LCCAT INSTITU™IONS AND GOVERNMENT ARE FCUND

TESIRAPLF FOR ASSISTANCE AND THE ABOVE CRITERIA ARE MET,
SUPPCPT SRCUID PF VIFWED AS A LONG-TERM INSTITUTION BUILD=-

ING PROCFSS WHICH ®WEQUIRES AN AID COMMTTMENT TO A LONG

®IME FRA{c IN OPRDER THAT SUFFICIENT OFFORTUNITY IS

ATICWFD FCR DEVFLOPIMG SUSTAINAEBLE SELF-HELP CAPACITY. SHULTZ
PT

#o22¢e

NNNN
UNCLASSIFIED ', 'STATE 199220
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Appendix X

'UNDS CONTROLLED BY LOCAL GOVERNMENT

information on the following funds 1s contained in this appendix:

1. Local Services and Developments Fund (LSDF)
2. Gasoline Price Fund
3. Clecnsing Fund
4. Economic Housing Fund e
S5« 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 <nd are
adminlgtering and using them locally to support their own initiatives.

ID#2004D/0064D



1. NAME OF FUND

+

Local Scrvices and Development Fund (LSDF)

2. LAWS AND REGULATIONS GOVERNING THE FUND

- Loéal Government Law #43/1979
= Local Government Law #50/1981

3. PURPOSES OF THE FUND

-

- To finance local production and services projects in accordance to
a local plan being distributed and approved within the frame of the
public plan;

~ to complete projects cited 1in tue General Budget but wich
{nsufficient credits; .

- to furnish projects financed through self-rcliance; ‘
- 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 slfghtly fcom tier to tier of locai government. At the
governorate level, they are:

~ Duties imposed by the govern.rate LPC in favor of this account;
- Profits of productive projects financed through this account;
- Donatics, grants and legacies allocated bt the governorate LPC for

the account
~ 50% of the Increase in local revenues over governorate's budgst

allocations

S. TYPES OF EXP:LNDITURES
Wi hin iten #3

6. WHO CONTROLS REVENUES AND EXPENDITURES?

-~ The Local Government units decide on expenditure
- The Ministry of Finance accounting units administer expenditures
- The Central Agency of Accounting audits the funds



1.

2.

3.

4.

.

"6

NAME OF FUND

Gasoline Price Fund (IGPF)

LAWS AND REGULATIONS GOVERNING THE FUND

- Pregidential Decree No.158/1980

- Presidential Decree concgrning Public Roads'® Establiethnt and Oﬁre

Fund of 1976 .

PURPOSES OF THE FUND

Road building and maintenance

SOURCE 0T REVENUE FOR THE FUND

Increase in sale price of gasoline decided for accounts purposes.

TYPES ¥ EXPENDITURES

= Establishment of roads
- Ponewal of roads
- Paving and asphalt equipment

WHO CONTnOLS REVENUES AND EXPENDITURES?

- 70% of revenues under the control of thc Secretariat General of

Local Governmernt; and
= 30% under the Public Organization for Roads and Bridges
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1. NAME OF FUND

Cleansing Fund (CF) )

2. LAWS AND REGULATIONS GOVERNING THE ‘FUND

~--Lav # 38/1967 ,
- Law # 69/1977 o

3. PURPOSES OF THE FUND . ) : e

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 2ccomodations taken place in accordance to Law # 38;
Furdz allocaved ror 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 znd grants;

= receipts of milliemes residuals.

3. TYPES OF EXPENDITURES

Cleaning equipucnt 1nd maintenance
Salatry incencives from cleaners, etc.

6. WHO CONTROLS REVENU:S AND EXPENPTTURES?

All cxcept last source, arc under the governorate. Receipts of
milliemec are locally administered but certraily allocated.
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2.

3.

4.

K-5

NAME OF FUND

Economic Housing Fund (EHF)

LAWS AND REGULATIONS GOVERNING THE FUND

= Local .Government Law No.43/1979

- Local Government Law No.50/1981

- Law 34/197R .
- Law 107/1976

PURPOSES OF THE FUND

Building housing units suitable for the dwelling of town's poor

SOURCES OF REVEN!E FOR THE FUND

= Description of land owned by the State and destined for buildings;

- guoscriptions into the housing bonds organized by Law #107/1976:

- charges on individuals for being granted rights;

= funds allocated by the State;

- gubsidies, donat.ons and grants;

- receipts from fnvesting 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 the
governorate. (Law 50/1961)

5. TYPES OF EXPENDiITURES

Low-cost housing units.

6. WHO CONTROLS REVENUFS AND EXPENDITURES?

- Governorates de~ides
- National Investment Bank administers the fund.



1.

2

3.

4.

S

6.

‘ ~x§6

NAME OF FUND

Land Reclamation Fund (LRF)

LAWS AND REGULATIONS GOVERNING THE FUND

- Law No.43/1979
~ 'Law No.50/1981 ",
- Implementing regulations have not been written./ '

£

PURPOSES OF THE FUND .

i

Reclamation of arable land in the pavernorate

SOURCES OF REVENUE FOR THE FUND

- Disposition of agricultural land and newly reclaimed iandq

TYPES OF EXPENDITURES

- More at present: rcgulations have not been written.

WHO CONTROLS REVENUES AND EXPENDITURE®?

= Governorates
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1. NAME OF FUND

- Industrial Areas Services Fund.

2. LAWS AND REGULATIONS GOVERNING THE- FUND °

- Law No.43/1979 '
- Law No.50/1981 . N
= Implementing regulations not written 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;
= 5% 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 unlts in the area.

5. TYPES OF EXPENDITURES

Fund not implemented. ‘

6. WHO CONTROLS REVENUES AND EXPENDITURnS?

= Governorate LPC,

ID#2004D/0064gbk
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AEgendix L .
SELECTED TABLES FROM SURVEYS OF LOCAL COUNCILT.ORS
AND THEIR CONSTITUENTS

The following extracts are taken from two reports, by Dr. Sayed
Ghoneim, of the results of surveys of 128 councillors and L 250
constitutents in 16 local government units in seven governorates.

The interviewing for the surveys had been crmpleted earlier in 1982. '

The analyses and reports were done specifically for the assessment.

Data on local popular councils LPC) powers, duties and. achievements
are present.d from the councillors survey.

1. SUITABILITY OF LPC'S POWERS:

Disagreement on the suitability of powers alrcady vested to the LPC
may referacither to councillors' ignorance of such powexs and/or to their
disagrecment on such powers. Both of these two cases may occur wherein
local government laws are laid down without reference to the LrC and/or
are subjected to frequent changes.

In the survey 41.4% of the respoadents say that such powers are less
than “LPC's capabilities”, another 41.4X see that they zre 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, anotlier
supports status quo. This division does not only exi.t at the local
level out also it exicts at the cratral level. 1t, also, represent the
division, that exists every where in the world, between supporters of
decentralization and defenders of centralization. What  causes
astonishrent in Egypt is the division into two semi-equal camps. This
may reflect thz ambiguity of the objectives of, and the national policy
toward, local zovernment.

2. CONSISTENCY BETWEEN POWERS AND DUTIES:

Regardless of the above mentioned disagreemen. 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 46X of the vespondent councillors.
Therefore, one may ask the question: “Are these advocated powers
conasistent with councillors' expected roles?”

@’)

3805D



Y

, Councillora were asked about the powers that were not provided for by
local government law and should be granted to the LPC, and about the
duties they expect to perform by and/or through the LPC. Here, their
responses are coded s "mentions”.

Table # 1: Nature of Councillors' Expected Roled

X
None - 16.4
General Ideas 40.6
" Social Role - 31.3
Political Role 3.1
Societal Role ‘ 8.6
Total (N=128) . k: 100.0

-Table # 1 rhows that most of the respondents give very gereral ideas and

social roles. Very few of them ideniify political and societal roles {.or
. themselves. This 1s while 40.62 of them asked for new powers for the LPC
as a decision-making unit. It worth mentioning that 7.0% of them see
that the LPC does not have any powers at al (Table # 2).

Table # 2: Nature of Advocated Povers and Present Powers of LPC's Members

Advocated Present
: Powers .
, ‘ A 4

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 all . 1.0 x e

Total (N=128) 100.0° " 100.0
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Table # 2 reveals also an attractive' not. That 18, 56.32 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 process; 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 jurisdictions and to be prepared as -
democratic citizens. Rather, they are community - servant agents whose
achivements for 1local 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 their 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

Achievements Problems
4 )

None $3.1 20.3
Infrastructure . . 9.4 . 32.8 .
Production ’ . . 21.1 0.8
Services : 15.4 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 follows: services projects
(33.6%), 1infrastructure projects (32.8%), anld general problems such as
the mentioning of “community development”, "local problem—solving”, "food
security” and “village renewal” (12.5%2). Productive projects which 21.1%
of the respondents state that their LPCs are committed to, 0.82 of those
respondents state that they meet an urgent problem.
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The following sections are taken from the constituents édrvey:l

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 rs such as honesty, equal tceatment,
and attending LPC's meetings.

However, those who expected political, sorial and personal roles for
LPC'y members are lew.

Table # 4: Expecéed Duties of LPC's Members

X
None C e 1.2
Ideals . 28.7 .
Social L 4.0
Political ) ’ : 2.4
Mixed i 5.2
Personal ' 0.8
Representation ' 24.3
Problem-Solving : 27.5
Total (N=251) 100.0

5. ACT1ViiIES OF 2YE 1.PC AND THEIR EFFECTS

66.92 of the respondents state that their local people's councils
(LPCs) did not d~ anything for the local community. -18.3%X gtate that
they give general {information not concrete activities. 8.4 of them
state LPCS had undertaken infrastructure projectee And 5.6 of them
state tuat LPCs had undertaken service projects.

Respondents were asked: "Do LFC's activities affect your life?" We
do not differentiate between positive and negative effects. Only 13.92
state they are strongly affected; 55.8% to some extent, and 30.3% gay no
effects.

Then, we turned to positive and negative affacts. Respondents were
asked whether LPC's activities {improve conditions of local community.
23.17 state: "No". 48.2X say "Their existence 1is better than
non-existence”. And, 28.3X stated that they surely do.
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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 # 5: Urgent Problems of LGUs

4
None . 10.4
General notations . 8.8 -
Infrastructure " 10.8
Productive < . 0.8
Service 69.3

Total (N= 251) 100.0

In any case, r:spondeuts does not expect very positive role for the
LPC in mectiug such problems. 40.2Z (. them astate that the LPC cannot do
anything, and 28.74{ of them state that it can raise claims to higher
authorities. at the same time, respondents expressed more positive role
for 1local Inhabitants. 26.7% state that they co-operate with
governmental authoritles !n meeting such problems. 13.4% of them state
that they can articulate such problems in concrete demands and raise them
to the central government authorities. And, 12.0% of them state that
they can rely on s-lf-reliance efforts in meeting such prcblems (Table #
6).

Table # v: leeting Urgent Problems of LGU

What can be done by: LeC Inhabitants
2 4

Nothing 40.2 43.0
Take the Initiatived ' 3.6 12.0
Begging others? 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




ae
b.

Ve

for ciéizens: "self-reliance”
for citizens: "making and raising demands”

SOME COMPARISONS BETWEEN LPC MEMBERS'AND CONSTITUENTS (LAYMEN):

Thesé comparisons are not intended to cover all the sub-topics

discussed in the reports. The comparisons are restricted to rimilar
questions.

1.

2.

3.

4.

Regarding expected roles of LPC members none of the councillors
referred co representation, while 24.3% of laymen refer to it. Also,
laymen give more cmphasis to problem-solving (or societal roles) than
councillors do.

While 21.1% of councillors state that among the achievements of tue
LPC are the undertakings of productive projects, none of layment
recognized this. Also, 16.4% of councillors refer to service

. projects undertaken by the LPC to which only 5.67 of laymen refer.

Botk councillors and laymen give emphasis to services and
infrastructure »3 urgent problems of local government unitsa. And,
large proportions of both of them state that the LPC canuot do
anything to meet them and/or it can raise c.laims to higher .
authorities. )

Councillors are more active participants than laymen; 54.7% of
councillors are members in voluntary organizations, only 25,5% of
layment. 90.6% of them are party members compaved with 28.7% of
layment, 83.0%2, 88.3%, 68.0%2 of them voted in last Presidential

" referendum, and the elections of Sha'ab and Shoura. Councils

respectivecly.
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