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Carmodity, Standard Financixlg Procedure 

1981 

Items appearing in the A.I.D. Cannodity Eligibility Listing will be eligible for financing 
under the loan and grant. Priority items are q c t e d  to include food carmodities, 
industrial raw and semi-finished materials. 

" 
Mr. Alfred D. White I To ,Rat, 

M/NE (~cting) I Not Applicable 
s. A * O * O V A L  ~ ~ O U C S T S O  CQR c o u t t u g n ~  OC: i s 300,000,000 

72-1111037 137-62-248-(33-55-U 

Loan : 
72-llXL037 967-6L-256-CKr-57-U 

Although Egypt ' s balance of payments performance improved markedly in 1980, the overall 
foreign exchange situation indicates that Egypt is still in need of balance of payments 
assistance. During 1980, Egypt's current account deficit declined sharply and together 
with derclte growth in medim and long term capital inflows, Egypt was able to 
marginally sLrengthen a still wak position in official holdings of foreign exchange 
reserves. These reserves currently cwer only about two months' imports. USAID is in 
agreement with both the IMF and IBRD on the desirability of strengthening the reserve 
position to a more prudent level. In part, this reflects our concern that Egypt's mid- 
term balance of payments prospects are likely to depend heavily on developing supple- 
ments to foreign exchange earnings fran petrolem at sane point in the mid-1980s. 
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u.5. a-lv: $300,000,000 
Limited F .W.: 

Free 'World: 

Cark: 

The CIP grantlloan fran FY 1981 funding is requested at a level of $300 million. The 
total of $300 million consist of a $230 million grant fran current year 

us.: $300,000,000 
I n d u r n i o i i x e d  C a u n t r i e r :  
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funding and a $70 million loan f r c m  the FY 1979 supplemental appropriation. The 
$230 million frcm FY 81 funding represents a $30 million increase over the 
previously planned level and these funds will be used for the Trade Financing 
Facility and additional allocations to the Egyptian Private Sector. Arraximcm of 
$25 mil 1 ion wi 1 1  be used by the Govermnt of Egypt (GX) to offer para1 iel 
financing with other financial ins~itutions for internationally cqetitive 
irrports frm U.S. sources at a package of cr3d.t terms which c q a r e s  favorably 
with the credit tern offered by foreign finai.ci~; facilities for imports frm 
foreign sources. 

The proposed fl 1981 CIP will assist Egypt with its developnent effort ddr lrt6 

the next thcee years by providing means for financing public and pr~vate sec:or & 

imports of raw materials, semi-finished products., industrial rrrachinery, 
equipnt, spare parts as well as other essential c,.mdi ties (including sane 
food itens), and related services. The CIP will :clpplanent other A. 1.D. 
project activities aimed at assisting Egypt in its pcograr. to utilize full 
producton capacity of existing industrial enterprises and for new industrle! 
expansion, and it  will provide inputs essenrial to increase infrastructure, 
transportation, agriculture, soc a1 services, private sector developnent and 
production. The E allocated 10% of N 1980 CIP funds to the private sector 
($33.5 million) and has agreed to increase the m u n t  reserved for the private 
sector to $35 mill ion in FY 1981. This represents 12% of the proposed FY 1981 
CIP as carpared with I m o f  the FY 1980 CIP. 

I t  is reccrrmended that you authorize a grant to the W3E of $230 million 
(230,000,000 dollars) frcmcurrent year Zurding. In addition, it  is recumended 
you authorize a loan of $76 r:i:!ion (7C,000,00CI do1 lars) f r c m  FY 1579 
supplanental funding. The total of $3OC --'ilion (300,000,000 coliars) will be 
ut i 1 ized for financing imports of selected c m d i  t ies and c m d i  ty relate3 
services. 

Interest and Terms of Repaynent 

Borrawer shall repay the $70 mil lion loan to A. I.D. in Ihited States 
dollars within forty (40) years frcm the date of the first disbursanent 
under the loan, including a grace period of not to exceed ten (10) years. 
Bor.rmr shall pay to A. I.D. in Lhi ted States do1 lars interest at the rate 
of tw percent (2%) per annun for ten (10) years following the date of 
first disbursanent and at the rate of three percent (3%) per annun 
thereafter on the oustanding balance of the principal and on any due and 
unpaid interest. 

B. Other Terms and Conditions 

I. Conditions Precedent to Initial Disbursanent 

Prior to any disbursanent or to the issuance of any Letter of 
Carmitrnent or other authorization of disbursanent under the loan or 
grant, the Borrmer/Grantee shall, except as A. I.D. m y  otherwise 
agree in writing, furnish to A.I.D. in form and substance 
satisfactory to A. I .D. : a) an opinion or opinions of the Minister of 
Justice of the Arab Republic of Egypt that the Agreemnts have been 
duly authorized and/or ratified by and executed on behalf of the 
Borrawer/Grantee and that they constitute valid and legally binding 
obligations of the Borrower/Grantee in accordance with all 
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their terms; and b) a staimrent of the n m s  of the persons holding 
or acting in the office of the brrawer/Grantee specified in the 
Agreerents and a specimen signature of each person specified in 
such statements. 

2. Additional Condition Precedent to Initial Disbursement 
For Trade Financing Facility 

Prior to any disbursement or to the issuance of any Letter of 
Cannittment or any other authorization for the disbursement under 
the Grant for the Trade Financing Facility, the Grantee and A.I.D. 
shall agree in writing to the procedures that will govern the use of 
the Grant funds for the Facility. Twenty-five million dollars 
($25,000,000) of the grant funds sha! 1 be used for this purpose. 

3. Covenants 

a. Periodically, but no less than annually, the Borrawer/Grantee 
and A.I.D. will meet to discuss the status of the econany, 
associated econanic issues and the relationship of the A.I.D. 
program to these concerns. 

b .  The Borrower/~rantee covenants to cgntinue to support appro- 
priate participation by the private sector in transactions for 
which financing is provided under the CIP. Aminimm of $35million 
of the FY 1981 CIP funds will be allocated to the private sector. 

c. For the grant portion of the CIP, except as A.I.D. may otherwise 
agree in writing, the Grantee covenants to establish a Special 
Account in the Central Bank of Egypt and deposit therein Egyptian 
currency in anounts equal to proceeds accuring to the Grantee as a 
result of the inportation or sale of eligible itans. Funds in the 
Special &count may be used for such purposes as arermtualy agreed 
upon by A.I.D. and the Grantee and otherwise specified in the 
Agreement. 

4. General Terms 

a. bless A.I.D. otherwise agrees in writing, any set asides or 
extraordinary allocation of funds shall be agreed to by A.I.D. and 
set forth in Irrplanentation Letters. 

b. bless A.I.D. otherwise agrees in writing, carmodities and 
related services financed under the loan and grant shall have their 
source and origin in the Ulited States. 



c. bless A.I.D. otherwise agrees in writing, the terminal date for 
disbursement shall be . thirty-six ( 3 6 )  months following the 
satisfactory meeting of the Conditions Precedent. 

d. In addition to the i tens appearing of the A. I.D. eligibility 
listing approval is given for the financing of frozen f~sh, frozen 
poultry, and other products which shall be open to private sector 
in-por ters . 
e. Labor services for the rebuilding of railway equipnent are 
authorized to be financed. 

f. The Grantee agrees to consult periodically with A.I.D. 
regarding the inplenentation of the FY 1980 CIP fertilizer impor- 
tation program to determine if special arrangements shall be 
instituted 'to resolve the problem associated with the fertilizer 
program 

g. R e  loan and grant shall be subject to such other tenns and 
condi t ions as A. I .D. m y  deem advisable. 
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SUMMARY OBJECTIVES FOR THE PROPOSED BY 1981 CIP ASSISTALCE 

The o b j e c t i v e  f o r  C1.P a s s i s t a n c e  c a n  be c a t e g o r i z e d  among s h o r t -  and 
medium-term p o l i t i c a l  and economic o b j e c t i v e s .  The s h o r t - t e r m  p o l i t i c a l  
o b j e c t i v e s  a r e :  ( 1 )  t o  d e m o n s t r a t e  c o n t i n u e d  U.S. s u p p o r t  t o  t h e  moderate  
Government of Egypt (GO21 l e a d e r s h i p ,  and ( 2 )  t o  h e l p  a s s u r e  domes t i c  
p o l i t i c a l  s t a b i l i t y  t h r o u g h  t h e  p r o v i s i o n  o f  f i n a n c i n g  f o r  commodity 
impor t s .  The medium-term p o l i t i c a l  o b j e c t i v e  i s  t o  s u p p o r t  a  c o n t i n u a t i o n  
o f  modera te ,  forward- looking a c t i o n s  by t h e  GOE a s  r e g a r d s  a  comprehensive  
and l a s t i n g  peace  s e t t l e m e n t  i n  t h e  Middle  E a s t .  

The economic o b j e c t i v e  of U.S. CIP a s s i s t a n c e  is  t o  p r o v i d e  a  p o r t i o n  
of t h e  f o r e i g n  f i n a n c i n g  t h a t  i s  n e c e s s a r y  ta p e r m i t  a s u b s t a n t i a l  Egyp t ian  
development program t o  be mounted. Egypt h a s  r e c e n t l y  been a b l e  t o  mount 
a n  i n v e s t m e n t  program t h a t  t o t a l z  a b o u t  26% o f  GDP a s  a r e s u l t  o f  i n c r e a s e d  
f o r e i g n  f i n a n c i n g  and g r e a t e r  l e v e l s  o f  n a t i o n a l  s a v i n g s .  Although E g y p t ' s  
b a l a n c e  of payments s i t u a t i o n  i n  1980 improve l ,  and i t  is  l i k e l y  t h a t  t h i s  
improvement w i l l  c o n t i n u e  i n t o  1981 ,  t h e  s u s t a i n a b i l i t y  o f  t h e  improvement 
i n t o  t h e  mid-1980s remains  p r o b l e m a t i c  ( s e e  ? a r t  1 1 ) .  S i g n i f i c a n t  b a l a n c e  
o f  payments f i n a n c i n g ,  l i k e  t h a t  p rov ided  under  t h e  U.S. CIP program, w i l l  
c o n t i n u e  t o  be n e c e s s a r y  u n t i l  s u s t a i n a b l e  improvements i n  t h e  b a l a n c e  o f  
payments c a n  r e a s o n a b l y  be f o r e s e e n .  

We had e a r l i e r  p lanned ( a s  r e f l e c t e d  i n  t h e  C o n g r e s s i o n a l  P r e s e n t a t i o n )  
t h a t  t h e  FY 1981  CIP l e v e l  would be $270 m i l l i o n  and would c o n s i s t  o f  a  
$200 m i l l i o n  g r a n t  from t h e  r e g u l a r  A . I . D .  program and a $70 m i l l i o n  l o a n  
from t h e  $300 m i l l i o n  s u p p l e m e n t a l  a p p r o p r i a t i o n .  T h i s  would have been $65 
m i l l i o n  less i n  CIP fund ing  t h a n  i n  FY, l980 .  However, a s  a r e s u l t  of  
d i s c u s s i o n  w i t h  t h e  Deputy Prime M i n i s t e r  f o r  Economic and F i n a n c i a l  
A f f a i r s ,  we b e l i e v e  t h a t  a d d i t i o n a l  CIP f u n d i n g  of $30 m i l l i o n  ($25 m i l l i o n  
f o r  t h e  Trade F i n a n c i n g  F a c i l i t y  and $5 m i l l i o n  f o r  p u r c h a s e s  of s p a r e  
p a r t s  f o r  t h e  Ismailia Power P l a n t )  i n  FY 1981 would e n a b l e  t h e  GOE t o  
improve i t s  a b i l i t y  t o  f i n a n c e  p u r c h a s e s  of  i n t e r n a t i o n a l l y  c o m p e t i t i v e  
i m p o r t s  from U.S. s o u r c e s  and meet r e q u i r e m e n t s  f o r  p u r c h a s i n g  s p a r e  p a r t s  
f o r  t h e  I s m a i l i a  Power P l a n t .  ( S e e  Appendix C f o r  d e t a i l s . )  

A s  a r e s u l t  o f  t h e  above,  we a r e  p ropos ing  t h a t  FY 1981 CIP a s s i s t a n c e  
t o t a l  $300 m i l l i o n  r a t h e r  t h a n  t h e  ear l ier  planned l e v e l  of $270 m i l l i o n .  

11. BACKGROUND AND CIP JUSTIFICATION 

A. U.S. O b j e c t i v e s  and Recent  Economic Developments 

1. U.S. O b j e c t i v e s :  A ma jo r  o b j e c t i v e  o f  Uni ted  S t a t e s  f o r e i g n  
p o l i c y  is  t h e  achievement  o f  a  comprehensive  peace  i n  t h e  Middle East. 
With t h e  r e a l i z a t i o n  of t h e  E g y p t i a n - I s r a e l i  Peace Agreement, t h e  
c o r n e r s t o n e  of a comprehensive  peace  h a s  been l a i d .  Over t h e  l o n g e r  t e r m ,  
o u r  p o l i c y  a ims  a t  a  s a t i s f a c t o r y  e v o l u t i o n  o f  p o l i t i c a l  and economic 
r e l a t i o n s  among a l l  c o u n t r i e s  i n  t h e  r e g i o n .  The c o o p e r a t i o n  o f  Egypt ,  t h e  
p r i n c i p a l  Arab c o u n t r y ,  is e s s e n t i a l  f o r  t h e s e  purposes .  The GOE h a s  
demons t ra ted  by i ts  a c t i o n s  t h a t  i t  s h a r e s  o u r  d e s i r e  t o  s e e k  p e a c e f u l  
r e s o l u t i o n  o f  Middle E a s t  d i f f e r e n c e s  aric a n  end t o  t h e  s t a t e  



of t e n s i o n  which h a s  a d v e r s e l y  a f f e c t e d  t h e  w e l l  b e i n g  o f  t h e  p e o p l e  
t h r o u g h o u t  t h e  r e g i o n .  The c o n t i n u i n g  a b i l i t y  and w i l l i n g n e s s  o f  Egypt t o  
proceed toward t h i s  u l t i m a t e  g o a l  w i l l  depend on  ( a )  d o m e s t i c  p o l i t i c a l  
s t a b i l i t y ;  ( b )  a v o i d i n g  s h o r t - t e r m  d e t e r i o r a t i o n  i n  t h e  s t a n d a r d  o f  l i v i n g  
of t h e  p o p u l a t i o n ;  and ( c )  o b t a i n i n g  s u f f i c i e n t  f o r e i g n  r e s o u r c e s  t o  p e r m i t  
a c o n t i n u i n g  development e f f o r t .  The o v e r a l l  o b j e c t i v e  o f  U.S. a s s i s t a n c e  
t o  Egypt is  t o  f o s t e r  economic and s o c i a l  development  which w i l l  f a c i l i t a t e  
and encourage  t h e  e s t a b l i s h m e n t  o f  a permanent comprehensive  peace .  The 
c r i t i c a l  i m p o r t a n c e  o f  t h i s  o b j e c t i v e ,  t o g e t h e r  w i t h  t h e  f r a g i l e  s t a t e  o f  
t h e  E g y p t i a n  economy and i ts  dependence on  f o r e i g n  a s s i s t a n c e ,  a t  l e a s t  
o v e r  t h e  n e x t  few y e a r s ,  j u s t i f i e s  and n e c e s s i t a t e s  t h e  e x c e p t i o n a l l y  h i g h  
l e v e l  of  p r e s e n t  and proposed U.S. a s s i s t a n c e  t o  Egypt.  

2. Recent  Economic Developments:  It i s  u s e f u l  t o  r ev iew E g y p t ' s  
r e c e n t  macro economic performance i n  terms o f  a s e t  o f  t r a d i t i o n a l  
performance i n d i c a t o r s :  g rowth ,  i n v e s t m e n t ,  i n f l a t i o n ,  employment and 
i n t e r n a t i o n a l  devexopments. I n  terms o f  a l l  t h e s e  i n d i c a t o r s ,  t h e  Egyp t ian  
economy is p e r f o r m i n g  v e r y  well. 

a .  Growth 

While  p e r  c a p i t a  income a t  U.S. $460 r e m a i n s  q u i t e  low, 
r e a l  GDP g rowth  averaged  i n  e x c e s s  o f  9% p e r  annum between 1977 and 1979. 
P r e l i m i n a r y ,  u n o f f i c i a l  estimates p l a c e  t h e  1980 GDP growth r a t e  above 8%. 
V i r t u a l l y  a l l  s e c t o r s  have p a r t i c i p a t e d  i n  t h i s  growth.  

I n  terms o f  s e c t o r a l  c o n t r i b u t i o n s  t o  t o t a l  g r o w t h ,  43% 
of t h e  g rowth  t h a t  o c c u r r e d  between 1977 and 1979 was g e n e r a t e d  i n  t h e  
commodity p roduc ing  s e c t o r s ,  o f  which 14% was c o n t r i b u t e d  by i n d u s t r y  and 
13% by pe t ro leum.  A g r i c u l t u r e ,  a t  61,  r e g i s t e r e d  a r e l a t i v e l y  weak 
c o n t r i b u t i o n  t o  t o t a l  growth.  T h i r t y - s e v e n  p e r c e n t  o f  t h e  t o t a l  growth was 
g e n e r a t e d  i n  t h e  d i s t r i b u t i o n  s e c t o r s  o f  which t h e  s e c t o r  c o m p r i s i n g  Trade ,  
F i n a n c e  and I n s u r a n c e  g e n e r a t e d  231,  t h e  Suez Canal  6% and T r a n s p o r t  8%. 
The s e r v i c e s  s e c t o r  g e n e r a t e d  19% of t o t a l  growth.  W i t h i n  t h e  s e c t o r ,  
o t h e r  s e r v i c e s  ( m a i n l y  government)  g e n e r a t e d  15% o f  t h e  g rowth ,  t o u r i s m  
g e n e r a t e d  1% and h o u s i n g  g e n e r a t e d  3%. 

I n  terms o f  t h e  g rowth  r a t e s  o f  i n d i v i d u a l  s e c t o r s  a s  
d i s t i n c t  from s e c t o r a l  c o n t r i b u t i o n s  t o  t o t a l  g rowth ,  o u t s t a n d i n g  
performance was r e g i s t e r e d  i n  t h e  p e t r o l e u m ,  c o n s t r u c t i o n  and Suez Canal  
s e c t o r s .  The growth rate i n  e a c h  o f  t h e s e  s e c t o r s  a v e r a g e d  i n  e x c e s s  o f  
15% between 1977 and 1979. R e l a t i v e l y  s t r o n g  g rowth  r a t e s  were a l s o  
r g i s t e r e d  i n  t h e  e l e c t r i c i t y ,  t r a n s p o r t  and t r a d e ,  f i n a n c e  and i n s u r a n c e  
s e c t o r s .  A g r i c u l t u r e  and i n d u s t r y  r e g i s t e r e d  t h e  weakest  i n d i v i d u a l  g rowth  
r a t e s ,  w i t h  a g r i c u l t u r e  a t  a b o u t  5% and i n d u s t r y  a t  a b o u t  8%. 

b e  Inves tment  

S i n c e  1977 f i x e d  i n v e s t m e n t  h a s  averaged  a h i g h l y  
r e s p e c t a b l e  23% o f  GDP. T h i s  i n v e s t m e n t  h a s  n o t  o n l y  c o n t r i b u t e d  t o  t h e  



GDP growth  r a t e  d i r e c t l y  b u t  h a s  a l s o  r educed  b o t t l e n e c k s  t o  g rowth  
i t s e l f .  E i e c t r i c l 5 y  g e n e r a t i n g  c a p a c i t y  h a s  i n c r e a s e d ,  t e l e c o m m u n i c a t i o n s  
have improved s u b s t a n t i a l l y ,  t h e  c a p a c i t y  o f  t h e  Suez  Canal  h a s  i n c r e a s e d ,  
new h o t e l s  and t o u r i s m  f a c i l i t i e s  have  been b u i l t  and c a p a c i t y  a d d i t i o n s  
and inp rovement s  have  been made i n  b a t h  s u b l i c  and p r i v a t e  s e c t o r  
i n d u s t r i a l  e n t e r p r i s e s .  S o c i a l  i n v e s t m e n t s  have  n o t  been n e g l e c t e d .  
S c h o o l s  have been b u i l t ,  s a n i t a t i o n  f a c i l i t i e s  have  been improved and  
h e a l t h  r e l a t e d  i n v e s t m e n t  h a s  been  s u b s t a n t i a l .  

c. I n f l a t i o n  and  Employment 

I n  c a n s e q u e n c e  o f  E g y p t ' s  a b i l i t y  t o  f i n a n c e  l a r g e  
i m p o r t s  and a l a r g e  s u r p l u s  o f  i m p o r t s  o v e r  e x p o r t s ,  t h e s e  f a v o r a b l e  
i n v e s t m e n t  l e v e l s  have  n o t  been bought  a t  t h e  expense  of  a cu t -back  i n  
l i v i n g  s t a n d a r d s  o r ,  u n t i l  1980 ,  a t  t h e  expense  o f  d i s q u i e t i n g  i n f l a t i o r  
rates. A s  measured by t h e  g rowth  rates o f  p e r  c a p i t a  real p r i v a t e  
consumpt ion ,  l i v i n g  s t a n d a r d s  have  r i s e n  p e r c e p t i b l y .  T h e r e  is  t e n u o u s  
e v i d e n c e  which s u g g e s t s  t h a t  g rowth  i n  employment h a s  exceeded  t h e  g rowth  
i n  t h e  l a b o r  f o r c e  i n  r e c e n t  y e a r s .  

I n  1980 ,  t h e  o f f i c i a l  consumer p r i c e  i n d e x  r e g i s t e r e d  
a n  i n f l a t i o n  rate o f  a b o u t  18% f o l l o w i n g  i n f l a t i o n  rates a v e r a g i n g  a b o u t  
10% i n  t h e  two p r e c e d i n g  y e a r s .  ( S e e  Annex E f o r  a d e t a i l e d  d i s c u s s i o n  o f  
t h e  u s e  o f  t h e  o f f i c i a l  consumer p r i c e  i n d e x  as  a measure  o f  i n f l a t i o n . )  
Whi le  low income h o u s e h o l d s  were l a r g e l y  p r o t e c t e d  from t h e  rate a f  
i n f l a t i o n  i n  1978  and 1979 ,  t h e  r e c o r d  i s  l e s s  clear f o r  1980.  The s u r g e  
i n  i n f l a t i o n  t o  a b o u t  18% i n  1980  r e f l e c t e d  two p r i n c i p a l  phenomena: 
normal a g g r e g a t e  demand/supply  p r e s s u r e s  and a d m i n i s t e r e d  p r i c e  i n c r e a s e s  
f o r  a number o f  h e a v i l y  s u b s i d i z e d  p r o d u c t s  s u b j e c t  t o  p r i c e  c o n t r o l s  and 
i m p o r t a n t  consumpt ion  i t e m s  i n  t h e  b u d g e t s  o f  a l l  househo ld  income 
c l a s s e s .  On b a l a n c e ,  low income h o u s e h o l d s  may have  e x p e r i e n c e d  a  r a t e  o f  
i n f l a t i o n  which exceeded t h e  ra te  o f  g rowth  o f  t h e i r  nominal  incomes.  
U n f o r t u n a t e l y ,  t h i s  c a n n o t  be  v e r i f i e d  b e c a u s e  d a t a  o n  househo ld  income i s  
n e i t h e r  c o l l e c t e d  o n  a n  a n n u a l  b a s i s  n o r  c a p a b l e  o f  b e i n g  d e r i v e d  from d a t a  
c u r r e n t l y  a v a i l a b l e .  

A s  s u g g e s t e d  a b o v e ,  i n f l a t i o n  c o n t r o l  i n  Egypt i s  
c o m p l i c a t e d  by t h e  f a c t  t h a t  many o f  t h e  items u n d e r  p r i c e  c o n t r o l  a r e  
h e a v i l y  s u b s i d i z e d  and p r o v i d e  s u b s t a n t i a l  income e q u i v a l e n t s  t o  a l l  income 
classes. Thus ,  p r i c e  s u b s i d y  e l i m i n a t i o n  p o s e s  a  dilemma f o r  i n f l a t i o n  
c o n t r o l  as  well as  f o r  s o c i a l  e q u i t y  p o l i c y .  The GOE is i n c r e a s i n g l y  aware  
of t h e  problem and i t  i s  o n e  o f  t h e  p o i n t s  i n  o u r  c o n t i n u i n g  d i a l o g u e  w i t h  
t h e  GOE on a b road  r a n g e  o f  macro economic and s e c t o r a l  i s s u e s .  

d .  I n t e r n a t i o n a l  Developments 

S h a r p  i n c r e a s e s  i n  f o r e i g n  exchange  e a r n i n g s  frcm 
p e t r o l e u m ,  w o r k e r s 1  r e m i t t a n c e s ,  t h e  Suez  Canal  and t o u r i s m  combined w i t h  
s u b s t a n t i a l  i n c r e a s e s  i n  c a p i t a l  a c c o u n t  r e v e n u e s  from d i r e c t  f o r e i g n  
i n v e s t m e n t  and  f o r e i g n  a id  h a v e  e n a b l e d  Egypt t o  r e g i s t e r  s t r o n g  



improvements i n  v i r t u a l l y  a l l  i n t e r n a t i o n a l  performance i n d i c a t o r s .  S ince  
1977 Egypt has  been a b l e  t o  reduce t h e  debt  s e r v i c e  r a t i o  and c u r r e n t  
d e f i c i t  t o  much more manageable p r o p o r t i o n s ;  l i b e r a l i z e  t h e  import and 
f o r e i g n  exchange regimes;  s u s t a i n  a  s t eady  rise i n  impor t s  e s s e n t i a l  f o r  
main ta in ing  growth; and i n  1980, marg ina l ly  s t r eng then  a  weak p o s i t i o n  i n  
o f f i c i a l  ho ld ings  o f  f o r e i g n  exchange r e se rves .  A t  t h e  end of 1980, 
o f f i c i a l  ho ld ings  of  f o r e i g n  exchange r e s e r v e s  were equa l  t o  somewhat less 
than  two months' imports .  The deb t  s e r v i c e  r a t i o  was about  15% i n  1980 a s  
compared wi th  double  t h i s  f i g u r e  i n  t h e  mid-1970s. The c u r r e n t  account  
d e f i c i t  i n  1980 f e l l  t o  about  $500 m i l l i o n  from about  $1.5 b i l l i o n  i n  
1979. Between 1978 and 1980, d i r e c t  f o r e i g n  investment  more t han  doubled,  
r i s i n g  from about  $300 m i l l i o n  i n  1978 t o  a n  es t imated  $700 m i l l i o n  i n  
1980. On a  g r o s s  disbursements  b a s i s ,  medium- and long-term f o r e i g n  a i d  
f lows r o s e  t o  a lmost  $1.5 b i l l i o n  i n  1980 from $1.1 b i l l i o n  i n  1978. Over 
h a l f  of t h e s e  f lows  de r ived  from U.S. p r o j e c t  and non-project  a s s i s t n c e .  

B. Current  Balance of Payments S i t u a t i o n  and Economic J u s t i f i c a t i o n  

Egypt 's  balance of payments performance i n  1979 and 1980 was 
dominated by r a p i d l y  i n c r e a s i n g  o i l  expor t  revenues.  Foreign exchange 
ea rn ings  from petroleum expor t s  doubled t o  approximately $1.4 b i l l i o n  i n  
1979 and almost  doubled aga in  t o  an es t imated  va lue  of $2.7 b i l l i o n  i n  
1980. As i n d i c a t e d  i n  t h e  Annex of  Tables ,  t o t a l  e x p o r t s  increased  by 26% 
i n  1979 and by 33% i n  1980. 

As noted above, Egypt r e g i s t e r e d  a  c u r r e n t  account  d e f i c i t  of 
about  $500 m i l l i o n  i n  1980, a n  improvement of  a lmost  $1 b i l l i o n  over  t h e  
1979 c u r r e n t  account d e f i c i t  of  $1.5 b i l l i o n .  Amort izat ion payments on 
e x t e r n a l  d e b t  were $1.3 b i l l i o n ,  t h u s  r e s u l t i n g  i n  t o t a l  e x t e r n a l  c a p i t a l  
requirements  of  about  $1.8 b i l l i o n .  T o t a l  e x t e r n a l  c a p i t a l  in f lows  were 
$2.4 b i l l i o n .  The r e s u l t i n g  exces s  of  t o t a l  e x t e r n a l  i n f lows  over  
requirements  of  about $600 m i l l i o n  enabled Egypt t o  i n c r e a s e  o f f i c i a l  
f o r e i g n  exchange hold ings  from about  $500 m i l l i o n  i n  1979 t o  about  $1.1 
b i l l i o n  i n  1980. 

A con t inua t ion  of r e l a t i v e l y  f avo rab l e  balance of  payments 
performance is  i n  prospec t  f o r  1981. Egypt 's  c u r r e n t  account  d e f i c i t  f o r  
1981 is p ro j ec t ed  a t  $625 m i l l i o n ,  marg ina l ly  weaker t han  t h e  1980 f i g u r e  
of about  $500 m i l l i o n .  Amort izat ion payments a r e  p ro j ec t ed  a t  $1 .4  
b i l l i o n ,  g i v i n g  t o t a l  e x t e r n a l  c a p i t a l  requirements  of about  $2 b i l l i o n  i n  
1981 a s  compared with $1.8 b i l l i o n  i n  1980. Assuming an  FY 1981 C I P  
program of $300 m i l l i o n ,  t o t a l  e x t e r n a l  c a p i t a l  i n f lows  a r e  p ro j ec t ed  a t  
about  $2.4 b i l l i o n .  A s  i n  1980, t h e r e f o r e ,  t h e  ne t  r e s u l t  w i l l  be a  
f u r t h e r  marginal  i n c r e a s e  i n  Egypt 's  o f f i c i a l  f o r e i g n  exchange r e s e r v e s  of 
about  $400 m i l l i o n .  On t h e  b a s i s  o f  t h e s e  p r o j e c t i o n s ,  t o t a l  o f f i c i a l  
f o r e i g n  exchange r e se rves  would be about  $1.5 b i l l i o n  a t  end 1981. 

These p ro j ec t ed  improvements i n  t h e  balance of payments w i l l  
a s s i s t  Egypt i n  main ta in ing  o f f i c i a l  f o r e i g n  exchange r e s e r v e s  a t  a  
marg ina l ly  prudent  l e v e l .  A t  t h e  1980 l e v e l  of  f o r e i g n  exchange r e s e r v e s ,  



E g y p t ' s  r e s e r v e s  were l e s s  t h a n  two months '  commodity i m p o r t s ;  a t  t h e  
p r o j e c t e d  1981  l e v e l  o f  r e s e r v e s ,  t h e y  w i l l  c o v e r  a l i t t l e  more t h a n  two 
months' i m p o r t s .  USAID is i n  agreement  w i t h  b o t h  t h e  IMF and IBRD i n  
encourag ing  Egypt t o  raise r e s e r v e s  t o  even  more p r u d e n t  l e v e l s .  I n  t h e  
a b s e n c e  of a c o n t i n u a t i o n  of b a l a n c e  of payments s u p p o r t  t h r o u g h  t h e  CIP,  
t h e r e  is a d a n g e r  t h a t  Egypt c o u l d  a t t e m p t  t o  a c h i e v e  s a t i s f a c t o r y  r e s e r v e  
l e v e l s  th rough  a c u t b a c k  i n  i m p o r t s  e s s e n t i a l  f o r  m a i n t a i n i n g  t h e  growth 
p r o c e s s  -- a r e v e r s a l  o f  a d e s i r e d  t r e n d  toward l i b e r a l i z a t i o n  o f  t h e  t r a d e  
and payments regime -- o r  a n  i n c r e a s e  i n  s h o r t - t e r m  borrowing a t  
u n f a v o r a b l e  terms. These a l t e r n a t i v e s  need t o  be avo ided .  

Our c o n c e r n  w i t h  b u i l d i n g  up E g y p t ' s  r e s e r v e  p o s i e i o n  r e f l e c t s  t h e  
s t r o n g  p o s s i b i l i t y  t h a t  Egypt w i l l  need t o  supplement  f o r e i g n  exchange 
e a r n i n g s  from pe t ro leum w i t h  i n c r e a s e d  commodity e x p o r t s  a t  some p o i n t  i n  
t h e  mid-1980s. 

~ s s e n t i a l l ~  , t h e  improvement i n  E g y p t ' s  c u r r e n t  a c c o u n t  
performance i n  1980 and i n  p r o s p e c t  f o r  1981  r e s t s  on  t h e  f o r t u i t o u s  
c o i n c i d e n c e  of s h a r p  p r i c e  i n c r e a s e s  f o r  pe t ro leum b e g i n n i n g  i n  1979 and 
t h e  b r i n g i n g  i n t o  p r o d u c t i o n  of new pe t ro leum f i e l d s .  The s u s t a i n a b i l i t y  
of t h e  improvement i n t o  t h e  mid-1980s i s  p r o b l e m a t i c  a t  b e s t .  A t  c u r r e n t  
p r o d u c t i o n  r a t e s  of 600-650 thousand  b a r r e l s  p e r  d a y ,  proven r e s e r v e s  w i l l  
be d e p l e t e d  i n  1 0  y e a r s .  Compounding t h e  problem, d o m e s t i c  pe t ro leum 
consumption is  r i s i n g  r a p i d l y .  Toward t h e  mid-1980s, f a l l i n g  pe t ro leum 
p r o d u c t i o n ,  combined w i t h  r i s i n g  d o m e s t i c  consumption,  may r e d u c e  t h e  
e x p o r t a b l e  s u r p l u s .  Under t h e s e  c i r c u m s t a n c e s ,  it would be i n a p p r o p r i a t e  
t o  s a y  t h a t  t h e  g a i n s  r e g i s t e r e d  i n  t h e  b a l a n c e  o f  payments i n  1980 
r e p r e s e n t  a fundamental  improvement i n  e x t e r n a l  performance and t h a t  a  
r e l a x a t i o n  i n  needs  f o r  b a l a n c e  o f  payments a s s i s t a n c e  s h o u l d  be 
con templa ted .  A n t i c i p a t o r y  p l a n n i n g  f o r  a p o s s i b l e ,  i f  n o t  l i k e l y ,  
worsen ing  i n  b a l a n c e  of payments p r o s p e c t s  s u g g e s t s  t h a t  it would n o t  be 
p r u d e n t  t o  s h i f t  U.S. a s s i s t a n c e  e f f o r t s  away from b a l a n c e  o f  payments 
s u p p o r t  a t  t h i s  time. 

I n  a d d i t i o n ,  however,  t o  a c o n t i n u e d  b a l a n c e  of payments 
j u s t i f i c a t i o n  f o r  t h e  FY 1981  CIP, t h e r e  a r e  o t h e r  s t r o n g  j u s t i f i c a t i o n s .  
These r e l a t e  t o  t h e  c h a r a c t e r  o f  t h e  CIP program i t s e l f .  

Egypt i s  c u r r e n t l y  mount ing a n  i n v e s t m e n t  program e x c e e d i n g  26% of  
GDP. F o r e i g n  exchange c o s t s  of  t h i s  i n v e s t m e n t  a r e  e s t i m a t e d  a t  a b o u t  
one-hal f  o f  t h e  t o t a l .  Only a b o u t  50% o f  t h e  f o r e i g n  exchange component i s  
p r o j e c t i z a b l e  i n  a form s u i t a b l e  f o r  f i n a n c e  by i n t e r n a t i o n a l  donors .  I n  
t h e  absence  o f  a v a i l a b i l i t y  o f  f i n a n c e  from i n t e r n a t i o n a l  d o n o r s ,  Egypt 
would have t o  f i n a n c e  t h e  i n v e s t m e n t  th rough  r e c o u r s e  t o  s u p p l i e r  and bank 
c r e d i t s .  Given t h e  l o n g  g e s t a t i o n  p e r i o d  o f  i n v e s t m e n t ,  i t  is  q u e s t i o n a b l e  
whether  much o f  i t  shou ld  be o r  e v e n  i s  c a p a b l e  o f  b e i n g  f i n a n c e d  on bank 
and s u p p l i e r  c r e d i t  t e rms .  T h i s  is e s p e c i a l l y  t r u e  i n  view of t h e  r e c e n t  
s h a r p  rise i n  i n t e r n a t i o n a l  i n t e r e s t  r a t e s  and t h e  h a r d e n i n g  o f  s u c h  
a s s o c i a t e d  c r e d i t  t e r m s  as m a t u r i t y  and g r a c e  p e r i o d s .  



The CIP is a  u n i q u e l y  s u i t a b l e  i n s t r u m e n t  f o r  f i n a n c i n g  under  
t h e s e  c i r c u m s t a n c e s .  It w i l l  d i r e c t l y  p r o v i d e  f i n a n c i n g  f o r  some of  t h e  
n o n - p r o j e c t i z a b l e  components o f  t h e  GOE's inves tment  p l a n s  -- t h o s e ,  f o r  
example,  t h a t  i n v o l v e  small equipment and i n t e r m e d i a t e  goods p u r c h a s e s  i n  
i n d u s t r y ,  t r a n s p o r t ,  h e a l t h  and e d u c a t i o n .  A d d i t i o n a l l y ,  i t  w i l l  f r e e  up 
Egypt ' s  own f o r e i g n  exchange e a r n i n g s  f o r  u s e  i n  meet ing o t h e r  f o r e i g n  
exchange inves tment  c o s t s .  

The CIP is u n i q u e l y  s u p p o r t i v e  o f  E g y p t ' s  inves tment  e f f o r t s  
i n d i r e c t l y  a s  well. Most o f  t h e  commodities purchased under  t h e  CIP 
g e n e r a t e  c o u n t e r p a r t  funds .  The impor t  and s a l e  o f  t h e  commodities 
s i m u l t a n e o u s l y  r e s t r a i n  i n f l a t i o n a r y  p r e s s u r e s  and p r o v i d e  n o n - i n f l a t i o n a r y  
l o c a l  c u r r e n c y  r e q u i r e m e n t s  of p r o j e c t  i n v e s t m e n t s .  Given t h e  l i k e l i h o o d  
o f  r e l a t i v e l y  l a r g e  GOE f i s c a l  d e f i c i t s ,  i t  is e s s e n t i a l  t h a t  
n o n - i n f l a t i o n a r y  s o u r c e s  o f  l o c a l  c u r r e n c y  f i n a n c e  be main ta ined  and 
developed through t ,he CIP. No less i m p o r t a n t ,  i f  somewhat less t a n g i b l e ,  
i t  i s  t h e  un iqueness  o f  t h e  CIP i n  d e v e l o p i n g  and m a i n t a i n i n g  a c o n t i n u i n g  
d i a l o g u e  w i t h  t h e  Egypt ian government on a l l  a s p e c t s  of t h e  economy. 
V i r t u a l l y  a l l  m i n i s t r i e s ,  p u b l i c  s e c t o r  e n t e r p r i s e s  and economic 
a u t h o r i t i e s  have been and c o n t i n u e  t o  b e n e f i t  from t h e  CIP program. The 
t r a n s a c t i o n s  under taken  th rough  t h e  CIP, t h e i r  c o n t i n u i n g  c h a r a c t e r  and 
r e l a t i v e  speed w i t h  which r e s u l t s  a re  ach ieved  p r o v i d e  a  un ique  o p p o r t u n i t y  
t o  i n f l u e n c e  o v e r a l l  and s e c t o r a l  p o l i c i e s  a s  w e l l  a s  complement p r o j e c t  
inves tments .  F i n a l l y ,  t h e  ve ry  s u b s t a n t i a l  s i z e  of t h e  U.S. a s s i s t a n c e  
program i n  Egypt makes it incumbent t h a t  we t r y  t o  economize on t h e  
manager ia l  r e q u i r e m e n t s  o f  p r o j e c t  implementat ion.  One way t o  do s o  is  t o  
c o n t i n u e  t o  u s e  t h e  CIP a s  a  way t o  i n f l u e n c e  o v e r a l l  pol icymaking.  

C. Impact on U.S. Balance of Payments 

The long-term impact  on t h e  U.S. b a l a n c e  o f  payments w i l l  be 
f v o r a b l e .  The l o a n / g r a n t  w i l l  be s p e n t  on U.S. goods and s e r v i c e s .  It 
w i l l  pe rmi t  U.S. s u p p l i e r s / e x p o r t e r s  t o  s t r e n g t h e n  r e c e n t l y  developed t r a d e  
r e l a t i o n s h i p s  a s  well as c r e a t e  new ones .  P a s t  e x p e r i e n c e  i n d i c a t e s  t h a t  
f u t u r e  follow-up o r d e r s  f o r  machinery and s p a r e  p a r t s  w i l l  r e s u l t  i n  
a d d i t i o n a l  U.S. e x p o r t s  on  a  commercial  b a s i s .  

The GOE f i v e  y e a r  i n v e s t m e n t  p l a n  f o r  1980/81 - 1984/85 i n d i c a t e s  
t h a t  t o t a l  a g g r e g a t e  inves tment  d u r i n g  t h e  f i v e  y e a r s  w i l l  e q u a l  $28.6 
b i l l i o n  i n  1979 p r i c e s .  Approximately 50% o f  t h e  planned inves tment  w i l l  
be imported.  Although p a r t  o f  t h e  c a p i t a l  goods i m p o r t s  w i l l  be t i a d  t o  
donor c o u n t r i e s ,  much w i l l  be f i n a n c e d  by t h e  GOE and opened t o  
i n t e r n a t i o n a l  c o m p e t i t i v e  b idd ing .  A s  a r e s u l t  of t r a d e  r e l a t i o n s h i p s  
developed under  t h e  CIP, it is  expec ted  t h a t  U.S. s u p p l i e r s  shou ld  be a b l e  
t o  win a  s u b s t a n t i a l  s h a r e  o f  t h e  b idd ing .  I n  t h e  p a s t ,  t h e r e  were c a s e s  
where U.S. s u p p l i e r s ,  p a r t i c u l a r l y  equipment m a n u f a c t u r e r s ,  were 
c o m p e t i t i v e  a g a i n s t  o t h e r  f o r e i g n  s u p p l i e r s  i n  t e r m s  o f  p r i c e s ,  b u t  were 
by-passed by t h e  GOE due t o  l a c k  o f  a t t r a c t i v e  f i n a n c i n g  packages  o f f e r e d  
by U.S. s o u r c e s .  I n  t h i s  c o n n e c t i o n ,  t h e  proposed FY 1981 CIP a s s i s t a n c e  



inc ludes  $25 mi l l i on  which w i l l  e cab le  the  GOE t o  o f f e r  para;;el f i n a c ~ i n g  
with o t h e r  f i n a n c i a l  i n s t i t u t i o n s  f o r  competitive imports from 6.S. sources.  

111. STATUS OF U.S. NON-PROJECT ASSISTANCE 

A .  Commodity Import Program 

Y e  Commodity Import Program f o r  Zgypt was initiated i n  FY 1975 a t  
a l e v e l  of $150 mi l l i on .  Through FY 1980 about Si .87 b i l l i o n  have been 
o b l i g t e a ,  an average of over $300 mi?l::n a  vear .  Over 1 ,400 t r a n s a c t i c n s  
have been completed acd supply c o n t r a c t s  c,ascma;ed. L e t t e r s  of Credi t  
i ssuea  t o  U.S. suppliers noh t o t z i  ;sproxima:2;y $1.5 S i 1 l i . c ~  and aaouc 
$1.4 b i l l i o n  have been d isbursed .  

STATUS OF FUNDS BY YEAR OF OBLIGATION 
Data a s  of December 31, 1980 

( i n  m i i l i o n s  of d o l l a r s )  

F i s c a l  Year Obligated Allocated Issued Disbursed Undisbursed 

CRANE TOTAL 1,874.8 1,874.8 1,475.8 1,368.6 506.2 

'Original o b l i g a t i o n  f o r  FY 1975 was $150.0 mi l l i on .  This  f i g u r e  r e f l e c t s  
ne t  o b l i g a t i o n  a f t e r  deob l iga t ion  of undisbursed funds. 

**Trans i t iona l  Quar t e r .  

B. PL-480 T i t l e  I ,  I1 and I II  

Since 1974, t he  U.S. has f inanced over $1.1 b i l l i o n  f o r  PL-480 
T i t l e  I commodities. In  FY 1981 an agreement f o r  $313 mi l l i on  was 
reached. The major po r t ion  of t h i s  a s s i s t a n c e  has been f o r  wheat g r a i n  
and f l o u r .  The wheat provided h a s  been a  c r i t i c a l l y  important  element i n  
meeting t h e  demand f o r  t h i s  bas i c  foods tuf f  by the  growing Egyptian 
population. 

T i t l e  I1 g ran t  o b l i g a t i o n s  s i n c e  1974 have t o t a l e d  about $65.5 
mi l l i on  and have been used t o  suppor t  feeding and MCH programs i n  Egypt. 
T i t l e  I11 gran t  agreement w i l l  be amended t o  provide wheat valued a t  
approximately $30 m i l l i o n  t o  da te .  
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- m - . ,  While  PL-480 i s  v e r y  l a - g e ,  i t  3 n l y  meec: :r - L L s ine;: and 
u h e a t  f l o u r  impor t  qeeds .  The re  r e m a i n s  3 need :,:- t n e  ; , ?o r t a t ion  o f  
~ t h e r  commodi t i e s  s u c h  a s  c o r n ,  v e g e t a b l e  o i l ,  e t c . ,  wnl'n ~ ~ u i d  
o r d i n a r i l y  be e l i g i b l e  f o r  PL-480 f i n a n c i n g .  However, b e c a s s e  o f  
i n a d e q u a t e  PL-480 f u n d s ,  we a n t i c i p 3 t e  t h a t  t h e  CIP w i l l  b e  u s e a  t o  
f i n a n c e  t h e s e  goods  n o r m a l l y  e l i g i b l e  f o r  PL-480. 

I V .  CIP IMPLEMENTATION 

A .  C I P S e t t i n g  

CIP l o a n s  and g r a n t s  a r e  government-to-government l o a n s / g r a n t s ,  
a d m i n i s t e r e d  by t h e  M i n i s t r y  o f  Economy and Economic C o o p e r a t i o n  (MOE). 
The MOE, i n  c o l l a b ~ r a t i o n  w i t h  t h e  M i n i s t r i e s  of  F i n a n c e  and P l a n n i n g ,  
a l l o c a t e s  CIP l o a n / g r a n t  f u n d s  t o  v a r i o u s  economic s e c t o r s  r e q u i r i n g  
f o r e i g n  exchange  a t  t h e  time s u c h  f u n d s  become a v a i l a b l e .  The r e c e i v i n g  
s e c t o r  o r  M i n i s t r y  s u b a l l o c a t e s  i t s  CIP a l l o c a t i o n  t o  c e n t r a l  c o n t r o l l i n g  
o r g a n i z a t i o n s ,  a u t h o r i t i e s  and  i n d i v i d u a l  i n d u s t r i e s  o r  g r o u p s  u n d e r  t h e  
M i n i s t r y ' s  u m b r e l l a  i n  a c c o r d a n c e  w i t h  t h e  M i n i s t r y ' s  p r i o r i t i e s .  

GOE p rocuremen t  p r o c e d u r e s  are n e a r l y  i d e n t i c a l  f o r  a l l  p u b l i c  
s e c t o r  e n t i t i e s  e x c e p t  f o r  l a y e r i n g  and t h e  a t t e n d a n t  n i g h e r  l e v e l  
a p p r o v a l  and  d e c i s i o n  p r o c e s s e s  r e q u i r e d  o f  s u b o r d i n a t e d  e n t i t i e s .  The 
e n t i t y ' s  c e n t r a l  c o n t r o l l i n g  o r g a n i z a t i o n  i n i t i a t e s  t h e  p rocuremen t  
a c t i o n ,  t u r n i n g  on-going  d e t a i l s  o v e r  t o  t h e  u s e r  t o  r e s o l v e .  The 
c o n t r o l l i n g  o r g a n i z a t i o n  m a i n t a i n s  a p u r c h a s i n g  commi t t ee ,  composed o f  
member u s e r s  and o r g a n i z a t i o n  o f f i c i a l s .  S e p a r a t e  t e c h n i c a l  and a w a r d s  
c o m m i t t e e s  are a l s o  i n  p l a c e .  Once a p u r c h a s e  i s  i n i t i a t e d ,  t h e s e  
c o m m i t t e e s  come i n t o  a c t i o n ,  a n a l y z i n g  s u p p l i e r  p r o p o s a l s ,  recommending 
awards  and m o n i t o r i n g  t h e  p u r c h a s e .  F i n a l  d e c i s i o n  t o  e n t e r  i n t o  a  
p u r c h a s e  c o n t r a c t  is  made by t h e  o r g a n i z a t i o n ' s  d i r e c t o r ,  o r  t h e  s e c t o r ' s  
m i n i s t r y ,  d e p e n d i n g  upon t h e  n a t u r e  of  t h e  p u r c h a s e .  T h e r e  a r e  some 
v a r i a t i o n s  i n  t h i s  p r o c e d u r e .  I n  some areas, t h e  u l t i m a t e  e n d - u s e r s  form 
t h e i r  own buy ing  g r o u p  w i t h  m i n i s t r y  a p p r o v a l  and u n d e r t a k e  p r o c u r e m e n t s  
i n  t h e  same way as  buy ing  a s s o c i a t i o n s  i n  t h e  Un i t ed  S t a t e s .  I n  o t n e r  
a r e a s ,  t h e  b u y e r  is  a s i n g l e  i n d u s t r i a l  e n t i t y  o r  a n  a u t h o r i z e d  
d i s t r i b u t o r ,  and  p u r c h a s e  a u t h o r i t y  may be  d e l e g a t e d  d i r e c t l y  t o  t h e  
buye r  a f t e r  i n i t i a l  a p p r o v a l  of  t h e  s u b - a l l o c a t i o n .  

Fo r  non-A.I.D. f i n a n c e d  t r a n s a c t i o n s ,  t h e  m a j o r i t y  o f  p u b l i c  
s e c t o r  o r g a n i z a t i o n s  u t i l i z e  f o r m a l  c o m p e t i t i v e  b i d  p r o c e d u r e s ,  s i m i l a r  
i n  a p p e a r a n c e  t o  A . I . D . ' s  p r o c e d u r e s .  The e s s e n t i a l  d i f f e r e n c e  i s  t h e  
methcd o f  p o s t  b i d  n e g o t i a t i o n s  e n t e r e d  i n t o  by b u y e r s  t o  o b t a i n  t h e  most  
a d v a n t a g e o u s  p r i c e  f o r  Egypt .  Many r o u t i n e  r e p e a t  o r d e r s ,  e s p e c i a l l y  by 
p u b l i c  s e c t o r  i n d u s t r i a l  c o n c e r n s ,  are i n  a c c o r d a n c e  w i t h  normal  
commercia l  p r a c t i c e  f o r  t h a t  commodity m a r k e t ,  and  a  s i m p l e  s o l i c i t a t i o n  
o f  o f f e r s  by t e l e x  o r  p u b l i c  announcement and n e g o t i a t e d  p r i c i n g ,  
d e l i v e r y ,  e t c . ,  may b e  u t i l i z e d .  
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B. P a s t  Exper ience 

U t i l i z a t i o n  o f  C I P  f unds  c o n t i n u e s  t o  expand s u b s t a n t i a l l y  a s  
evidenced by a  much broader  range o f  impor t s ,  a  l a r g e r  number o f  
d i f f e r e n t  buyers ,  and an a c c e l e r a t i o n  i n  t h e  p r i v a t e  s e c t o r  jrogram. A s  
Egypt ians  have become more f a m i l i a r  w i th  r e g u l a t i o c s  a s  procedures  
govern ing  A . I . D .  procurement ,  and USAID h a s  developed a c l o s e r  working 
r e l a t i o n s h i p  w i t h  i t s  many l o c a l  c o u n t e r p a r t s ,  t h e  broad a p p l i c a t i o n  of  
l o a n  proceeds  ha s  e s c a l a t e d  markedly. (See  Annex of  Tab l e s ,  Table  I V ,  
t h a t  summarizes t h e  h i s t o r i c a l  and c u r r e n t  s t a t u s  of t h e  CIP: ( 1 )  Egypt 
CIP -- a l l o c a t i o n s  by s e c t o r s ;  (2) P a t t e r n  o f  CIP; (3) S t a t u s  of 
agreement under  CIP; (4) Summary o f  CIP f i n a n c i n g  by Minis t ry/Agency;  ( 5 )  
Commodities f i nanced  under  CIP; (6) Commodities f i nanced  under  CIP by 
c a t e g o r y . )  To d a t e ,  t h e r e  a r e  o v e r  120 s e p a r a t e  p u b l i c  s e c t o r  
o r g a n i z a t i o n s  p a r t i c i p a t i n g  i n  CIP, purchas ing  e i t h e r  a s  t h e  u l t i m a t e  
u s e r  o r  a s  a buying a u t h o r i t y  f o r  s e v e r a l  s a t e l l i t e  members. Each 
l o a d g r a n t  ha s  had 'its major  p o r t i o n  a l l o c a t e d  t o  t h e  same m i n i s t r i e s ,  
bu t  t h e  purchases  have o f t e n  been by new end u s e r s ,  u n f a m i l i a r  wi th  
A. I .D .  p rocedures .  Over 250 Egypt ian  p r i v a t e  s e c t o r  i m p o r t e r s  have 
u t i l i z e d  CIP c r e d i t s .  

Other  major f o r e i g n  exchange r e s o u r c e s ,  such a s  GOE-owned 
f o r e i g n  exchange and o t h e r  donors '  a i d ,  a r e  used t o  fund r e g u l a r  GOE 
procurements.  Thus, t h e  i n d i v i d u a l  m i n i s t r i e s  and t h e i r  
sub -o rgan i za t i ons  r o u t i n e l y  u t i l i z e  t h e i r  f o r e i g n  exchange u s i n g  l ong  
e s t a b l i s h e d  p r a c t i c e s .  GOE procurement p r a c t i c e s  do n o t  mesh well wi th  
A . I . D .  p rocedu re s  t h a t  a r e  de s igned  t o  promote compe t i t i on  and t o  
e s t a b l i s h  fo rmal  c o n t r a c t  terms t h a t  a r e  a c c e p t a b l e  t o  bo th  A . I . D .  and 
t h e  U.S. b u s i n e s s  community a s  a  whole. USAID h a s  ongoing programs t o  
b r i e f  o r g a n i z a t i o n s  r e c e i v i n g  t h e i r  f i r s t  A . I . D .  a l l o c a t i o n s  and a l e r t  
them t o  t h e  p r e l im ina ry  work r e q u i r e d  under  A . I . D .  r e g u l a t i n s .  These 
s t e p s  d i d ,  a t  f i r s t ,  i n h i b i t  procurement and delayed d i sbu r semen t s  i n  t h e  
i n i t i a l  phase  of  t h e  CIP program. However, con t inued  u s e  o f  CIP funds  by 
t h e  same o r g a n i z a t i o n s ,  f a m i l i a r i t y  w i t h  each  o t h e r ' s  (A.I.D. and GOE) 
procedures ,  t r e n d s  toward pu rchas ing  f a s t  d i s b u r s i n g  l a r g e  volume 
commodities,  i n  l i e u  o f  l ong  l e ad t ime  c a p i t a l  goods,  and g r e a t e r  A . I . D .  
f l e x i b i l i t y  on n e g o t i a t e d  procurement have a l l  c o n t r i b u t e d  t o  a n  
a c c e l e r a t e d  C I P  u t i l i z a t i o n .  Thus, i n  t h e  pe r i od  January th rough  
December 1980,  $351.9 m i l l i o n  i n  L e t t e r s  o f  C r e d i t  were opened, and t o t a l  
d i sbursements  amounted t o  $388.9 mi l l ion .&/  

L / ~ o t a l  d i sbursements  are h i g h e r  t h a n  t h e  L/C amount due t o  p r i o r  y e a r  
L/Cs d i s b u r s e d  i n  1980. 
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C. Use of CZP Loan/Grant 

The emphasis  i n  f u n d i n g  a  l a r g e  volume o f  c a p i t a l  equ ipment ,  
w i t h  r e s p e c t  t o  on-going CIP a c t i v i t i e s ,  !-.as d e c r e a s e d  i n  t h e  p a s t  y e a r .  
Approximately 59 p e r c e n t  o f  t h e  FY 1979 CIP was a l l o c a t e d  f o r  food 
s t a p l e s  and i n d u s t r i a l  raw m a t e r i a l s .  It i s  a n t i c i 7 a t e d  t h a t  a  
s u b s t a n t i a l  p o r t i o n  o f  t h i s  FY 1981 CIP w i l l  be used t o  f i n a n c e  f a s t  
moving bulk  commodi t ies  which g e n e r a l l y  r e q u i r e  l e s s  p r e l i r n i ~ a r y  
procurement l e a d  t i m e  and s h o r t  (3-6 months) d e l i v e r y  t e rms .  The 
remainder  o f  t h e  FY 1981  CIP is  expec ted  t o  f l o w  i n t o  c a p i t a l  goods ,  such 
a s  p l a n t ,  machinery ,  t r a n s p o r t  and communications i t e m s ,  c o n s t r u c t i o n  
equipment and s p a r e  p a r t s  t h a t  would e n a b l e  e x i s t i n g  p r o d u c t i o n  
f a c i l i t i e s  t o  o p e r a t e  c l o s e r  t o  f u l l  c a p a c i t y .  S u b j e c t  t o  e s t a b l i s h e d  
p r o c e d u r a l  s a f e g u a r d s  (Sec .  E. Review of CIP T r a n s a c t i o n s )  which p e r m i t  
c a p i t a l  equipment p u r c h a s e s  t o  be reviewed on t h e  b a s i s  of  t e c h n i c a l ,  
economic,  f i n a n c i a l  and u s e r - c a p a b i l i t y  c r i t e r i a ,  t h e  CIP w i l l  c o n t i n u e  
t o  be used on a  l i m i t e d  b a s i s  t o  f i n a n c e  equipment p u r c h a s e s  where t h e  
review p r o v i d e s  a d e q u a t e  a s s u r a n c e s  t h a t  t h e  s a f e g u a r d s  p rov ided  by t h e  
p r o j e c t i z i n g  p r o c e s s  would be redundan t .  

I t  is  a n t i c i p a t e d  t h a t  t h e r e  w i l l  be some procurements  o f  l o n g  
l e a d - t i m e  equipment t h a t  may r e q u i r e  e x t e n s i o n  o f  r e s i d u a l  p o r t i o n s  o f  
t h e  l o a n / g r a n t .  T h i s  t y p e  o f  d e l a y  is  i n h e r e n t  i n  any CIP where t h e  
fund is  u t i l i z e d  by a  l a r g e  number o f  b u y e r s  w i t h  d i v e r s e  requ i rements .  

Whi le  o u r  i n t e n t i o n  i s  t o  minimize  p u r c h a s e  o f  l o n g  d u r a t i o n  c a p i t a l  
goods  by emphas iz ing ,  whenever p o s s i b l e ,  r e p e a t  p u r c h a s e s  of r ep lacement  
equipment a l r e a d y  d e f i n e d  and s u c c e s s f u l l y  p u r c h a s e d ,  we n e v e r t h e l e s s  
p l a n  t o  f i n a n c e  i m p o r t s  o f  some c a p i t a l  equipment goods  t h a t  a r e  e i t h e r  
follow-on i t e m s  t o  p u r c h a s e s  a l r e a d y  made under  t h e  p r e v i o u s  CIP o r  i n  
new a r e a s .  The t e r m i n a l  d i s b u r s e m e n t  d a t e  f o r  t h i s  l o a n / g r a n t  s h o u l d  be 
e s t a b l i s h e d  36 months from t h e  d a t e  C o n d i t i o n s  Preceden t  a r e  n e t  i n  o r d e r  
t o  g i v e  s u f f i c i e n t  t i m e  f o r  d e l i v e r y  o f  c a p i t a l  goods  which w i l l  be 
purchased.  One of t h e  most d i f f i c u l t  drawbacks t o  procurement  of c a p i t a l  
equipment h a s  been long  p rocurement ,  p r o d u c t i o n  and d e l i v e r y  l ead- t ime .  
Much of t h e  equipment i s  custom manufactured o r  produced o n l y  on o r d e r .  
Buyers w i t h  a  need f o r  even s m a l l  v a l u e  equipment t h a t  r e q u i r e s  1 8  months 
f o r  d e l i v e r y  a r e  p r e c l u d e d  from p a r t i c i p a t i n g  because  t h e  i n i t i a l  
p u r c h s e s  p r e p a r a t i o n  l e a d - t i m e ,  coup led  w i t h  s u p p l i e r s '  d e l i v e r y  t i m e s ,  
exceed t e r m i n a l  d a t e s .  Although t e r m i n a l  d a t e s  a r e  l a t e r  e x t e n d e d ,  t h i s  
a d d i t i o n a l  t i m e  o f t e n  is  prov ided  t o o  l a t e  t o  i n i t i a t e  l o n g  l e a d - t i m e  
p u r c h a s e s  when a  p lanned p u r c h a s e  h a s  t o  be c a n c e l e d  and r e a l l o c a t e d .  

A ma jo r  c o n s i d e r a t i o n  is any a t t e m p t  t o  i n c r e a s e  t h e  f i n a n c i n g  
o f  s h o r t  l e a d - t i m e  commodi t ies  i s  t h e  o v e r a l l  d i f f e r e n c e  i n  p r i c e  between 
U.S. s o u r c e s  and o t h e r  world s o u r c e s .  The U.S. h a s  n o t  compared 
f a v o r a b l y  i n  p r i c e  f o r  i t e m s  such  a s  s t e e l  and c e r t a i n  t y p e s  of heavy 
m a c h i n e r i e s .  Ocean t r a n s p o r t a t i o n  c o s t s  a r e  s u b s t a n t i a l l y  h i g h e r  from 
t h e  U.S. i n  compar ison t o  s h i p m e n t s  f rom European s o u r c e s .  GOE b u y e r s  



a r e  n a t u r a l l y  s e n s i t i v e  t o  t h e s e  c o s t  d i f f e r e n c e s .  T h e r e f o r e ,  t h e  U.C. 
c a n  be used e s s e n t i a l l y  f o r  t h o s e  commodities where t h e  U.S. is 
c o m p e t i t i v e  worldwide r a t h e r  t h a n  t h e  f u l l  r ange  o f  items normal ly  
purchased by t h e  GOE from a l l  s o u r c e s .  

I n  r e c o g n i t i o n  o f  t h e s e  problems,  t h e  GOE e s t a b l i s h e d  c r e d i t  
i n c e n t i v e s  f o r  u s e r s  of t h e  CIP i n  a n  e f f o r t  t o  f a m i l i a r i z e  p u r c h a s e r s  
w i t h  CIP p r o c e d u r e s  and U.S. s o u r c e s .  Now t h a t  f a m i l i a r i z a t i o n  h a s  been 
e s t a b l i s h e d  and a l s o  i n  view o f  t h e  c o n c e s s i o n a r y  n a t u r e  o f  t h e  i n i t i a l  
i n t e r e s t  r a t e s  e s t a b l i s h e d ,  we now b e l i e v e  t h a t  f i n a n c i n g  c o s t s  ca?  be  
r a i s e d  t o  more real is t ic  l e v e l s .  A s  no ted  f u r t h e r  o n ,  c r e d i t  t e r m s  t o  
t h e  p r i v a t e  s e c t o r  u s e r s  o f  t h e  CIP have r e c e n t l y  been hardened.  While 
we have n o t  f u l l y  r e s o l v e d  CIP c r e d i t  terms t o  t h e  p u b l i c  s e c t o r  u s e r s ,  
t h e  GOE h a s  expressed  w i l l i n g n e s s  t o  rev iew c r e d i t  t e r m s  p r i o r  t o  s i g n i n g  
o f  t h e  1981 CIP agreement .  

Under t h e  l as t  t h r e e  commodity l o a n s  and g r a n t s ,  t h e  GOE began 
a n  e f f o r t  t o  make C I P  funds  a v a i l a b l e  t o  p r i v a t e  s e c t o r  i m p o r t e r s .  A 
t o t a l  o f  $102 m i l l i o n  h a s  been a l l o c a t e d  f o r  t h e  impor t  o f  i n d u s t r i a l  
equipment ,  raw m a t e r i a l s  and s p a r e  p a r t s .  There was i n i t i a l l y  some d e l a y  
i n  e s t a b l i s h i n g  p r o c e d u r e s  and i n c e n t i v e s  as  t h i s  was a new a r e a  of GOE 
a c t i v i t y .  Formal agreement was s u b s e q u e n t l y  reached t o  s t r e a m l i n e  
p r i v a t e  impor t  f o r m a l i t i e s .  The i n i t i a t i o n  o f  t h i s  e s s e n t i a l  a s p e c t  o f  
t h e  C I P  program g o t  underway w i t h  t h e  e s t a b l i s h m e n t  of  c r e d i t  i n c e n t i v e s  
e f f e c t i v e l y  p r o v i d i n g  p r i v a t e  i m p o r t e r s  w i t h  n e a r l y  t h e  same b e n e f i t s  
r e c e i v e d  by p u b l i c  i m p o r t e r s .  With t h i s  a d j u s t m e n t ,  t h e  p r i v a t e  s e c t o r  
u t i l i z a t i o n  o f  t h e  CIP fund r o s e  r a p i d l y .  P a r t i c u l a r l y  t h e  t r a d e r s  who 
import  f o r  resale were q u i c k  t o  t a k e  advan tage  of t h e  c o n c e s s i o n a r y  
l o a n s .  About 70% o f  t h e  p r i v a t e  CIP fund was used by t h e  t r a d e r s  a s  
opposed t o  t h e  end-users .  I n  a n  e f f o r t  t o  encourage more a c t i v e  
p a r t i c i p a t i o n  by t h e  end-use rs ,  and t o  reduce  un in tended  e f f e c t s  o f  t h e  
program i n  f a v o r  o f  t r a d e r s ,  t h e  GOE i n t r o d u c e d  s e v e r a l  i m p o r t a n t  program 
changes i n  1980. Under t h e  new r e g u l a t i o n ,  w h i l e  t h e  end-use rs  pay 6% 
i n t e r e s t ,  t h e  t r a d e r s  a r e  now r e q u i r e d  t o  pay 10%. Fur the rmore ,  t h e  
t r a d e r s '  impor t  e l i g i b i l i t y  l i s t  i s  r e s t r i c t e d  t o  o n l y  1 6  c a t e g o r i e s  of 
goods ( s e e  Appendix D) w h i l e  no such  r e s t r i c t i o n s  were imposed on t h e  
end-users .  Even w i t h  t h e s e  changes ,  t h e  p r i v a t e  s e c t o r  i m p o r t e r s  have 
c o n t i n u e d  t o  show t h e i r  s t r o n g  i n t e r e s t  and r e s u l t e d  i n  opening o f  more 
t h a n  382 le t ters  o f  c r e d i t  t o  d a t e .  

The GOE h a s  e x p r e s s e d  a c o n t i n u i n g  i n t e r e s t  i n  p r o v i d i n g  
a d d i t i o n a l  f u n d i n g  f o r  t h e  p r i v a t e  s e c t o r .  I n  FY 1981, $35 m i l l i o n  of 
t h i s  l o a n / g r a n t  w i l l  be a l l o c a t e d  f o r  p r i v a t e  s e c t o r  u s e .  D i s c u s s i o n s  
w i t h  t h e  GOE p o i n t  t o  a p o s i t i v e  and p r a c t i c a l  a t t i t u d e  among government 
o f f i c i a l s  i n  f u r t h e r a n c e  of p r i v a t e  s e c t o r  p a r t i c i p a t i o n .  These 
a l l o c a t i o n s  a r e  expec ted  t o  have s u b s t a n t i a l  impact  bo th  i n  f o s t e r i n g  
g r e a t e r  p r i v a t e  s e c t o r  development and i n  more r a p i d  d i sbursement  of CIP 
funds .  There e x i s t s  a s t r o n g  demand f o r  d e a l e r  s t o c k s  of s p a r e  p a r t s ,  
o f f - t h e - s h e l f  equipment ,  t o o l s ,  raw m a t e r i a l s ,  and 



i n d u s t r i a l  machinery. The GOE h a s  encouraged impor t s  o f  c o n s t r u c t i o n  
equipment and m a t e r i a l s  nece s sa ry  t o  a s s i s t  t h e  expans ion  o f  t h e  p r i v a t e  
s e c t o r  i n d u s t r i a l  and s e r v i c e  f a c i l i t i e s .  The p r i n c i p a l  GOE g u i d e l i n e  
f c r  p r i v a t e  s e c t o r  l o a n / g r a n t  u t i l i z a t i o n  is  geared t o  t h e  development o f  
p roduc t ion  anc  p roduc t ion  s e r v i c e s ,  w i th  b u i l t - i n  s a f egua rds  t o  i n s u r e  
a l l o c a t o i n s  do  no t  s t i m u l a t e  import  o f  l uxu ry  goods.  

D. Condi t ions  Necessary t o  Expedl te  U t i l i z a t i o n  

Cumulative u t U i z a t i o n  o f  p r i o r  CIP l o a n s  and g r a n t s  <on  a 
L e t t e r  of C r e d i t  b a s i s )  and p r o j e c t e d  d i sbursements  o f  t h i s  l o z n / g r a n t  
a r e  g iven  i n  t h e  fo l l owing  t a b l e :  

FY 1981 
( m i l l i o n s )  

FY 1983 
( m i l l i o n s )  

P r i o r  Loans & Grant $1,474 $ 400 $ 0  

FY 1981 C I P  Loan/Grant - Q 0  - 160 - 100 

E f f e c t i v e  u t i l i z a t i o n  nece s sa ry  t o  g a i n  t h e  maximum b e n e f i t  from 
t h e  l o a n ' s  budget suppo r t  e f f o r t  w i l l  r e q u i r e  c l o s e  adherence  t o  t h e  
fo l l owing  i t ems:  

1. Speedy app rova l  o f  t h e  l o a n / g r a n t  paper  and PAAD. 

2. Use o f  p r e v i o u s l y  used s t anda rd  agreement and i n i t i a l  
Implementation L e t t e r  terms. 

3. A l l o c a t i o n  o f  l o a n / g r a n t  funds  by GOE p r i o r  t o  meet ing of  
t h e  i n i t i a l  c o n d i t i o n s  Preceden t .  

4 .  A l l o c a t i o n  o f  a  m a j o r i t y  o f  CIP funds  t o  r e p e t i t i v e ,  
p r ev ious ly  purchased volume supply  and raw m a t e r i a l s  purchases .  

5. Earmark major  p o r t i o n  o f  l oan /g r an t  f o r  u se  by p r ev ious  CIP 
volume purchas ing  o r g a n i z a t i o n s .  m 

6. Rapid r a t i f i c a t i o n  o f  l o a n  agreement by t h e  P e o p l e ' s  
Assembly. 

A few o f  t h e  a c t i o n s  USAID h a s  t a k e n  t o  e x p e d i t e  a l l  CIP l o a n s / g r a n t s ,  
t h u s  improving u t i l i z a t i o n ,  have been: rev iew o f  e x i s t i n g  a l l o c a t i o n s  



and i d e n t i f i c a t i o n  o f  n o n - s t a r t e r s  o r  s low u s e r s ;  recommendations t o  GOE 
t o  r e a l l o c a t e  slow moving a l l o c a t i o n s ;  i d e n t i f y i n g  s e n s i t i v e  o r  d i f f i c u l t  
procurements  a t  t h e  i n i t i a l  a l l o c a t i o n  s t a g e  and recommending 
r e a l l o c a t i o n ;  i d e n t i f y i n g  commodities where t h e  U.S. i s  n o t  compete t ive  
w i t h  non-U.S. s o u r c e s  and recommending r e a l l o c a t i o n  o r  a l t e r n a t i v e  
purchases .  These a c t i o n s ,  t o g e t h e r  w i t h  GOE1s prompt meet ing o f  t h e  
C o n d i t i o n s  P r e c e d e n t ,  shou ld  measurably  i n c r e a s e  e f f e c t i v e  u t i l i z a t i o n  o f  
t h e  FY 1981 CIP t o  c u r r e n t  budget  needs .  

E. Review o f  CIP T r a n s a c t i o n s  

USAID w i l l '  c o n t i n u e  t o  rev iew CIP t r a n s a c t i o n s  t o  a s s u r e  t h e y  
a r e  n o t  i n c o n s i s t e n t  w i t h  A . I . D . l s  program s t r a t e g y  a n d / o r  d e t r i m e n t a l  t o  
t h e  o v e r a l l  program. The s t e p s  t a k e n  i n  t h e  c o u r s e  of t h i s  r ev iew are: 

1. initial a l l o c a t i o n s  ape  peviewed w l t h  M i n i s t r y  o f  Economy 
t o  i d e n t i f y  and r e c t i f y  i n c o n s i s t e n c ~ e s  on broaa a r e a  a l l o c a t i o n s .  

2.  I n d i v i d u a l  broad a l l o c a t i o n s  a r e  reviewed as t h e y  are 
s u b a l l o c a t e d  by r e c e i v i n g  m i n i s t r i e s ,  t o  de te rmine  scope ,  c o n t e n t  and 
p o s s i b l e  c o n f l i c t s  w i t h  o t h e r  A . I . D .  a c t i v i t i e s .  

3. A l l  i n d i v i d u a l  purchase  p r o p o s a l s ,  from any s u b - s e c t o r  
a l l o t e e ,  a r e  reviewed by t h e  O f f i c e  o f  Commodity Management and Trade f o r  
i d e n t i f i c a t i o n  o f  i n e l i g i b l e  items, s e n s i t i v e  commodity i s s u e s  and 
a v a i l a b i l i t y  of  funds .  

4. A l l  pu rchase  p r o p o s a l s  are summarized weekly and p r e s e n t e d  
t o  t h e  A s s i s t a n t  D i r e c t o r  f o r  I n d u s t r y  and Trade f o r  a p p r o v a l  a n d / o r  
recommendation t o  p roceed ,  c a n c e l  o r  conduct  f u r t h e r  r e v i e w / r e s e a r c h  
p r i o r  t o  d e t e r m i n i n g  t h a t  a  g i v e n  p r o p o s a l  is a c c e p t a b l e  Copies  on t h e  
weekly summary o f  purchase  p r o p o s a l s  a r e  forwarded t o  t h e  Miss ion  
D i r e c t o r  and Deputy D i r e c t o r  f o r  t h e i r  in fo rmat ion . .  

5. The A . I . D .  Commodity E l i g i b i l i t y  L i s t i n g  (19781,  a s  
amended, is  a n  i n t e g r a l  p a r t  of  each  CIP, and t h e  s t a n d a r d  r e f e r e n c e  f o r  
d e t e r m i n i n g  ( a )  b a s i c  i n i t i a l  a c c e p t a n c e  and ,  ( b )  r e q u i r e d  p r i o r  
a p p r o v a l s  o r  s p e c i a l  c o n d i t i o n s .  

6. Re levan t  e lements  of  USAID a r e  invo lved  i n  t h e  
review/approval/rejection p r o c e s s  o f  bo th  broad a l l o c a t i o n s  and 
i n d i v i d u a l  purchases  a s  needed t o  d e t e r m i n e  s u i t a b i l i t y  and avo id  
d u p l i c a t i o n  on p r o j e c t  p lann ing .  A d d i t i o n a l l y ,  a  bi-weekly and q u a r t e r l y  
Miss ion  review o f  a l l  CIP t r a n s a c t i o n s  i s  h e l d  w i t h  r e p r e s e n t a t i v e s  o f  
a l l  Miss ion  o f f i c e s  t o  p r o v i d e  g r e a t e r  i n t e r a c t i o n  w i t h  
Project/Controller/Legal and Programming personne l .  

7. With r e s p e c t  t o  equipment and m a t e r i a l  p u r c h a s e s  i n  e x c e s s  
of  $1 m i l l i o n  f o r  u s e  i n  c o n s t r u c t i o n  expans ion ,  e q u i p p i n g ,  o r  a l t e r a t i o n  
o f  a  p h y s i c a l  f a c i l i t y ,  U S A I D  rev iews  t h e  t r a n s a c t i o n  i n  o r d e r  t o  s a t i s f y  



i t s e l f  t h a t  t h e  a c t i v i t y  is reasonably  sound and t h a t  t h e  expansion o r  
c o n s t r u c t i o n  can  e f f e c t i v e l y  be c a r r i e d  o u t  by t h e  end-user ,  e i t h e r  
d i r e c t l y  o r  w i th  a p p r o p r i a t e  t e c h n i c a l  s e r v i c e s .  Purchases i n  exces s  of  
$10 m i l l i o n  r e q u i r e  review and de t e rmina t ion  by AID/W. 

F. Local Currency S p e c i a l  Account 

I n  accordance wi th  S e c t i o n  609 of t h e  Foreign Ass i s t ance  Act of  
1961, as amended, and as provided i n  t h e  US/GOE B i l a t e r a l  Agreement, 

t h e  Government of  t h e  Arab 
Republic  o f  Egypt w i l l  e s t a b l i s h  a S p e c i a l  Account i n  t h e  Na t iona l  Bank 
o f  Egypt and d e p o s i t  t h e r e i n  cu r r ency  o f  t h e  Government o f  t h e  Arab 
Republic  i n  amounts e q u a l  t o  proceeds acc ru ing  t o  t h e  government, o r  any 
agency t h e r e o f ,  a s ' a  r e s u l t  o f  t h e  s a l e  o r  Impor ta t ion  of  e l i g i b l e  i tems .  

Depos i t s  i n t o  t h e  S p e c i a l  Account are on ly  gene ra t ed  by s a l e s  
and impor ts  f inanced under t h e  Grant  p o r t i o n  o f  t h e  CIP .  I n  c a s e s  where 
c r e d i t  terms a r e  provided t o  impor t e r s  under  t h e  C I P ,  d e p o s i t s  t o  t h e  
S p e c i a l  Account a r e  made i n  accordance wi th  t h e  d e b t  s e r v i c e  schedu le  
a s s o c i a t e d  wi th  t h e s e  c r e d i t  terms. I n  a l l  o t h e r  c a s e s ,  d e p o s i t s  t o  t h e  
S p e c i a l  Account occu r  d i r e c t l y  wi th  t h e  sales. The S p e c i a l  Account was 
e s t a b l i s h e d  i n  con junc t ion .wi th  t h e  FY 1979 Supplemental Commodity Import 
Program Grant .  Funds i n  t h e  S p e c i a l  Account may be used f o r  such 
purposes a s  mutual ly agreed  upon by A.I .D.  and t h e  Government of  Egypt. 
Agreement on g e n e r a l  a r e a s  o f  u se  have been reached and s p e c i f i c  u s e s  of 
funds a r e  mutual ly agreed upon a s  s p e c i f i c  u ses  a r e  proposed. I n  FY 
1981, most of t h e  funds  i n  t h e  S p e c i a l  Account w i l l  be used t o  provide  
p a r t  o f  t h e  l o c a l  c o s t  f i nanc ing  requi rements  f o r  Egyp t ' s  p u b l i c  s e c t o r  
investment  budget. The l o c a l  cur rency  gene ra t ed  through t h e  s a l e  of  CLP 
f inanced  impor ts  p rov ides  a non- in f l a t i ona ry  sou rce  of  f i n a n c e  f o r  t h e  
p u b l i c  s e c t o r  investment  budget. The remaining amount, a s  y e t  
undetermined, w i l l  be used f o r  mutua l ly  agreed purposes  which are 
c u r r e n t l y  under d i scuss ion .  

There w i l l  be no a c c r u a l  of  c o u n t e r p a r t  d e p o s i t s  from t h o s e  
p o r t i o n s  of t h e  FY 1981 C I P  g r a n t  t h a t  correspond t o  t h e  (up  t o )  $25 
m i l l i o n  set a s i d e  f o r  t h e  purposes  o f  e d u c a t i o n a l  materials purchases ,  
t h e  $15 m i l l i o n  set  a s i d e  f o r  equipment purchases  by t h e  f i v e  urban  
gove rnora t e s  and t h e  $25 m i l l i o n  t r a d e  f i n a n c i n g  f a c i l i t y .  The FY 1981 
CIP g r a n t  w i l l  t h e r e f o r e  g e n e r a t e  d e p o s i t s  o f  t h e  l o c a l  cur rency  
e q u i v a l e n t  t o  approximately $165 m i l l i o n .  USAID r e p r e s e n t a t i v e s  w i l l  
meet w i th  GOE r e p r e s e n t a t i v e s  t o  a g r e e  upon s p e c i f i c  u s e s  of funds i n  t h e  
S p c i a l  Account and t o  conclude a s e p a r a t e  trust fund agreement.  

G. I s s u e s  Raised i n  Recent CIP Audits  

An e x t e n s i v e  examinat ion of t h e  CIP o p e r a t i o n s  has  been 
conducted by t h e  O f f i c e  of  t h e  Area Audi tor  General.  F ive  a u d i t  r e p o r t s  
have been i s sued  s i n c e  August 1980 and two more are scheduled t o  appear  
soon. The main a r e a s  i n  which t h e  a u d i t o r s  expressed  concern  a r e  P r i v a t e  



S e c t o r  a l l o c a t i o n s  ( o n e  r e p o r t ) ,  F i n a n c i a l  P r o c e d u r e s  and C o n t r o l s  ( o n e  
r e p o r t ) ,  and I n t e r n a l  O p e r a t i n g  P r o c e d u r e s  ( t h r e e  r e p o r t s ) .  

A s  s u g g e s t e d  below,  U S A I D  h a s  t a k e n  u n d e r  adv i sement  t h e  
recommendations and i s s u e s  r a i s e d  i n  t h e  Audit  R e p o r t s .  Some have been 
a c t e d  upon. O t h e r s  are c u r r e n t l y  u n d e r  i n t e r n a l  r ev iew.  S t i l l  o t h e r s  
w i l l  b e  s u b j e c t s  o f  n e g o t i a t i o n  between t h e  GOE and USAID. 

To restrict p o s s i b l e  a b u s e  o f  p r i v a t e  s e c t o r  CIP a l l o c a t i o n s  by 
t r a d e r s ,  t h e  l o a n  r a t e  t o  t r a d e r s  h a s  been r a i s e d  t o  10% a y e a r  from 
2.5%. Moreover,  t r a d e r s '  access t o  CIP f i n a n c i n g  h a s  now been r e s t r i c t e d  
t o  1 6  c a t e g o r i e s  o f  goods  d e s i g n a t e d  by t h e  GOE. New p r o c e d u r e s  have  
been e s t a b l i s h e d  t o  m o n i t o r  more e f f e c t i v e l y  p r i v a t e  s e c t o r  a c c e s s  t o  CIP 
f i n a n c i n g .  I n  p a r t i c u l a r ,  t h e  p a r t i c i p a t i n g  banks  have  a g r e e d  t o  a c c e p t  
t h e  r e s p o n s i b i l i t y  f o r  d e t e r m i n i n g  most o f  t h e  p r o  forma r e q u i r e m e n t s  f o r  
e l i g i b i l i t y  o f  i m p o r t e r s  and t r a n s a c t i o n s  f o r  CIP f i n a n c i n g  i n  a d d i t i o n  
t o  e v a l u a t i n g  a p p l i c a t i o n s  on t h e  b a s i s  o f  c r e d i t w o r t h i n e s s  
c o n s i d e r a t i o n s .  These new p r o c e d u r e s  w i l l  p e r m i t  USAID s t a f f  t o  f o c u s  
g r e a t e r  a t t e n t i o n  t o  a v o i d i n g  p o s s i b l e  un in tended  r e s u l t s / a b u s e s  w i t h i n  
t h e  p r i v a t e  s e c t o r  CIP a l l o c a t i o n s .  

On t h e  F i n a n c i a l  P r o c e d u r e s  and C o n t r o l s ,  USAID h a s  a l r e a d y  
i s s u e d  a new Cash Management P r o c e d u r e s  on January  20,  1 9 8 1  ( O r d e r  No. 
19-71 i n s t r u c t i n g  u s e  o f  d i r e c t  L e t t e r  o f  Commitment a s  a p r imary  
f i n a n c i n g  method f o r  a l l  Host Country  S e r v i c e s  C o n t r a c t s  f i n a n c e d  w i t h  
A . I . D .  f unds .  S i m i l a r l y  f o r  c e r t a i n  l a r g e  b u l k  commodity p rocurement s ,  
t h e  d i r e c t  L/Com f i n a n c i n g  w i l l  be  u t i l i z e d  under  t h e  new Miss ion  Order .  

I n  t h e i r  a u d i t s ,  c e r t a i n  CIP t r a n s a c t i o n s  were c h a r a c t e r i z e d  a s  
" p r o j e c t - l i k e . "  While c e r t a i n  k i n d s  o f  t r a n s a c t i o n s  were c i t e d  a s  s u c h  
and q u e s t i o n s  were r a i s e d  on whe the r  CIP f u n d s  s h o u l d  be  used  f o r  s u c h  
t r a n s a c t i o n s ,  no a d e q u a t e  d e f i n i t i o n  o f  what was meant was p r o v i d e d .  
USAID c o n t i n u e s  t o  b e l i e v e  t h a t  t h e  p r o j e c t  fo rmat  is n o t  a n  end i n  
i t s e l f  b u t  a  means t o  b e t t e r  e n s u r e  t h a t  t e c h n i c a l ,  economic ,  
implement ing c a p a c i t y  q u e s t i o n s ,  e tc . ,  are a d e q u a t e l y  a d d r e s s e d .  A s  
s u c h ,  and s u b j e c t  t o  t h e  s a f e g u a r d s  no ted  i n  S e c t i o n  E. above ,  U S A I D  w i l l  
c o n t i n u e  t o  u s e  t h e  CIP t o  f i n a n c e  a c t i v i t i e s  o f  t h e  t y p e  q u e s t i o n e d  by 
t h e  Area A u d i t o r  Genera l .  

V. RECOMMENDATIONS 

It is  recommended t h a t  you a u t h o r i z e  a g r a n t  t o  t h e  GOE of  $230 
m i l l i o n  (230 ,000 ,000  d o l l a r s )  f rom c u r r e n t  y e a r  f u n d i n g .  I n  a d d i t i o n ,  i t  
is  reecommended you a u t h o r i z e  a l o a n  o f  $70 m i l l i o n  ( 7 0 , 0 0 0 , 0 0 0  d o l l a r s )  
from FY 1979 s u p p l e m e n t a l  f u n d i n g .  The t o t a l  o f  $300 m i l l i o n  
(300 ,000 ,000  d o l l a r s )  w i l l  be u t i l i z e d  f o r  f i n a n c i n g  i m p o r t s  o f  s e l e c t e d  
commodi t ies ,  commodity r e l a t e d  s e r v i c e s  and o t h e r  s e r v i c e s  as  d e s c r i b e d  
below. 



A. Interest and Terms of Repapnt 

Borrower shall repay the $70 million loan to A. I.D. in Mited States 
dollars within forty (40) years fran the date of the first disbursgnent 
under the loan, including a grace period of not to exceed ten (10) years. 
Borrwer shall pay to A.I.D. in Ihited States dollars interest at the rate 
of turo percent (2%) per annun for ten (10) years following the date of 
first disbursmnt and at the rate of three percent (3%) per annun there- 
after on the oustanding balance of the principal and on any due and unpaid 
interest. 

B. Other Terms and Conditions 

1. Conditions Precedent to Initial Disbursmnt 

Prior to any disbursgnent or to the issuance of any Letter of 
Cmilment or other authorization of disbursgnent under the loan or 
grant, the Borrower/Grantee shall, except as A.I.D. rmy otherwise 
agree in writing, furnish to A.I.D. in fom and substance satisfac- 
tory to A.I.D.: a) an opinion or opinions of the Minister of Justice 
of the Arab Republic of Egypt that the Agreements have been duly 
authorized and/or rat if ied by and executed on behalf of the 
Borrower/Grantee and that they constitute valid and legally binding 
obligations of the Ehrrower/Grantee in accordance with all their 
terms; and b) a statmnt of the nanes of the persons holding or 
acting in the office of the Ehrrower/Grantee specified in the 
Agreements and a specimen signature of each person specified in 
such statements. 

2. Additional Condition Precedent to Initial Disbursement 
For Trade Financing Facility 

Prior to any disbursmnt or to the issuance of any Letter of 
Gmnittrnent or any other authorization for the disbursement under 
the Grant for the Trade Financing Facility, the Grantee and A.I.D. 
shall agree in writing to the procedures that will govern the use of 
the Grant funds for the Facility. Twenty-five million dollars 
($25,000,000) of the grant funds shall be used for this purpose. 

3. Covenants 

a. Periodically, but no less than annually, the E!orrwer/Grantee 
and A.I.D. will meet to discuss the status of the econcrny, 
associated econmic issues and the relationship of the A.I.D. 
progran to these concerns. 



b. The BorrowerIGrantee covenants to continue to support appro- 
priate participation by ,the private sector in transactions for 
which financing is provided under theCIP. Aminimm of $35miIIion 
of the N 1981 CIP funds will be allocated to the private sector. 

c. For the grant portion of the CIP, except as A.I.D. may otherwise 
agree in writing, the Grantee covenants to establish a Special 
Account in the Central Bank of Egypt and deposit therein Egyptian 
currency in mounts equal to proceeds accuring to the Grantee as a 
result of the irrgortation or sale of eligible itens. Funds in the 
Special Account may be used for such purposes as are mtualy agreed 
upon by A.I.D. and the Grantee and otherwise specified in the 
Agreement . 

4. General Terms 

a. bless A.I.D. otherwise agrees in writing, any set asides or 
extraordinary allocation of funds shall be agreed to by A.I.D. and 
set forth in Implenentation Letters. 

b. bless A.I.D. otherwi;t agrees in writing, cmdities and 
related services financed ucae: the loan and grant shall have their 
source and origin in the United States. 

c. bless A. I.D. otherwise agrees in writing, the terminal date for 
disbursement shall be thirty-six (36) months following the 
satisfactory meeting of the Conditions Precedent. 

d. In addition to the item appearing of the A.I.D. eligibility 
listing approval is given for the financing of frozen fish, frozen 
poultry, and other products which shall be open to private sector 
importers. 

e. Labor services for the rebuilding of railway equipnent are 
authorized to be financed. 

f. The Grantee agrees to consult periodically with A. I.D. 
regarding the irrglementation of the N 1980 CIP fertilizer impor- 
tation progrm to determine if special arrangements shall be 
instituted to resolve the problm associated with the fertilizer 
progrm 

g. The loan and grant shall be subject to such other terms and 
conditions as A.I.D. may deen advisable. 
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TABLE I 
BALANCE OF PAYMENTS - CURRENT ACCOUNT 

( I n  Mi l l ions  of  Current Do l l a r s )  

Trade Balance -3,151 -3,712 -2,878 -3,3!0 -4,735 

Exports 
Imports 

Non-Factor Se rv ices ,  Net 536 4 67 4 20 515 595 

Receipts  
Payments 

Factor  Se rv ices ,  Net ' 1,342 1,644 1,778 2,040 2, 553 

Receipts  - 1,905 2,520 2 975 3,480 4,070 
Payments - 563 - 876 -1,197 -1,440 -1,520 

Current Acct. D e f i c i t s  -1,273 -1,608 - 608 - 775 -1,580 

Unrequited Transfers  2 89 120 150 150 

Current Acct. D e f i c i t s  
P lus  Transfers  - 928 -1,519 - 560 - 625 -1,440 

November 17 ,  1980 



?aesE I (Continued) 

BALANCE OF PAYMENTS - CAPITAL ACCOUNT 
(In Millions of Current Dollars) 

Current Acct. Deficits 
Plus Transfers 

Amortization Payments - 8 9 9 ~ 1  -1,063 - 1  -1,345 -1,320 

(Official toan&/) ( -250 ) (-436) ( -455) (-535) (-610) 
(Suppliers' Credits) (-585) (-557) (-782) (-725) (-625) 
( IMF Repayments ) ( -  50) ( -70) ( -76) ( -  85) ( -85) 

Total Requirements -1,827 -2,582 -1,873 -1,970 -2 , 760 

Total Available 2,300 2 , 235 2,655 2,860 2,410 

Internat'l Assistance 1,100 1,158 1,455 1,860 2,060 
U.S., Total 550 658 855 1,110 1,260 
(C.1.P.) ( 300) ( 263) ( 405) ( 300) ( 300) 
(PL-480) ( 200) ( 245) ( 250) ( 310) ( 310) 
( Project ( 50) (150) (200) ( 500) ( 650) 
Others ( 3rd Country, 
IBRD, IMF, etc.) 550 500 600 750 800 

Supplier's Credits 385 477 500 300 300 

Direct Investment 31 5 600 700 700 650 

CODE 500 - - - - 
a a s i c  Balance 1173 -347 +782 +890 -350 

Other Capital Movements -414 +384 -258 -400 400 

ST Bank Facilities, Net -379 5 3 -258 -400 +400 
(Loans (778) (600) 
(Repayments) (-725 ) (-858) 

Errors and Omissions - 35 3 31 - - - 
Changes in Reserves (-=Inc.) - 59 ' - 37 -524 -490 -50 

Official Intern'l Reserves 
Excluding Gold 49 2 5 29 1,053 1,543 1,593 

a/ Based on IBRD estimates for 1978. 
b/ Based on USAID/Cairo projections on future loans. 

Sources: Central Bank of Egypt, E/C and USkID/Cairo, 
IBRD and IMF publications 

November 18, 1980 



TABLE I1 

1. GENERAL ECONOHIC SUPPORT 

A. Balance  o f  Paymcnte (Sub-Total)  

Commodltv Impor t  
Commdi ty  Impor t  
D e c e n t r a l i z a t i o n  
YL-480 T i t l e  I 

U.S. ECONOMIC ASSISTkIdCE T O  EGYPT: FY 1 9 7 5 - 1 9 8 3  
( k i l l l i o n e  o f  U o l l a r o )  

Program L (150.0) (315.0) (440.0) (300.0) 
Program . C ( - )  ( - 1  ( - 1  ( - )  
Suppor t  Fund C ( - )  ( - 1  ( - 1  ( - . . L ( 98.1)  (186.1) (180.7) (176.5) 

8. h v c l o p n c n t  P l a n n i n g  

T e c h n i c a l  6 F e a s i b i l i t y  S t u d i e o  
Tezhnolagy Transfer 8 PLs~~pouer D e v e l o p w n t  
App l i ed  S c i e n c e  6 Technology Reeearch  
D r v e l o p m n t  P l a n n i n g  S t u d i e s  
Rev lev  of  U.S. A s s i s t a n c e  t o  Egypt 

Suanary:  Loan Component 
Gran t  Cosponent 



E l e c t r i c  Power D i e t r i b u t i o n  Equipment f o r  
Suer  Canal C i t i e s  

I s rna l i a  E l e c t r i c  Power P l a n t  
Es t ab l i shmen t  o f  H a t i o n a l  Energy 

C o n t r o l  C t n t e r  
Caa Turb inee  f o r  E l e c t r i c  Power a t  

Ta lka  h Helwan 
E l e c t r i c  Pover D l s t r i b u c i o n  Equipment 

f o r  Cair? .  A lexandr i a ,  S h i b i n  E l  l tom 
and Ben1 Sucf 

Expansion h Hudarn lza t ion  of C a i r o  
Water Systemv 

Expansion 6 Modernizat ion of Alexandr i a  
Sewage Syscems 

Expansion 6 M d e r n i r a t i o n  of C a i r o  
Sewage Systems 

Expansion 6 t Jode rn iza t ion  o f  Suez Canal 
C i t i e s  Uacer h Sewage Systems 

Expansion 6 t l ode rn iza t ion  o f  
Telecommunications S y s t e m  

Design 6 Cons t ruc t ion  of tow-Cost 
Housing 6 Community Upgrading 

Shoubra E l e c t r i c  Genera t ing  P l a n t  
S i n a i  P lann ing  S t u d i e s  
Das ic  V i l l a g e  S e r v i c e s  

I - )  

Sumnary : Loan Component 
Grant Component 



111. TRANSPORTATION, INDUSTRY, U J W R C E  
6 F I N A N C E  

Suez  Canal  R e h a b i l i t a t i o n  
Ileavy Road C o n s t r u c t i o n  Equipment 
Cargo  Hand l i ng  Equipment f o r  

A l e x a n d r i a  P o r t  
Suez  C e m n t  P l a n t  
Expans ion  6 H o d e r n i z a t i o n .  o f  , 

T e x t i l e  F a c i l i t i e e  
S u p p o r t  f o r  Development 

I n d u s t r i a l  Bank . . 
H y d r o g r a p h i c  Survey f o r  Suez  Canal  
P o r t  S a i d  S a l i n e s  ( S a l t  R e f i n e r y  

F a c i l i t i e s )  
P u r t  Sue r  Kkvelopnent  
I n d u s t r i a l  P r o d u c t i o n  S u b - b a n s  ' 
T e c h n i c a l  A n a l s t a n c e  f o r  L n d u s t r i a l  

Kievrlupmrnr 
Q u a t t i m i y a  Cement P l a n t  

(1 U l l l i o n  Tons /Year)  
P r i v a t e  InvesLmrnt  Encouragement Fund 
P r i v a t e  S e c t o r  F e a s i b i l i t y  S t u d i e e  
V e h i c l e  Main tenance  T r a i n i n g  
Management Development f o r  P r o d u c t i v i t y  
M i n e r a l ,  P e t r o l e u m  6 Groundwater de8e8ement 
T a x  A d m i n i s t r a t i o n  
H e l i c o p t e r  T r a n c f e r  

Sunmar l :  Loan Component 
G r a n t  Component 



IV. FOOD AND AGRICULTURE 

Gra in  S t o r a g e  S i l o s  i n  Cairo  b Alexandr ia  
Equipping of PVC P ipe  P roduc t ion  F a c i l i t i a s  
Improvem&nt o f  I r r i g a t i o n  Water Uee b  

Hanageuent 
Canal Dredging b  Maintenance Equipment 
Grain  Handl ing E q u i p w n t  h F a t e  &.Oi l s  

S t o r a g e  i n  Alexandr ia ;  Gra in  s t o r a g d  
F a c i l i t i e s  i n  Safaga 

Re-Equipping 6 Prov i s ion  o f  New I r r i g a t i o n  
Pumps a t  34- Loca t ions  i n  Upper Egypt 

A g r i c u l t u r a l  Developmnt  S y s t e m  
P o u l t r y  Development 
Rice  Research Center  b T r a i n i n g  
Aquacu l tu re  Development 
Ha jo r  C e r e a l s  P roduc t ion  
Small  Farmer P roduc t  ion 
A g r i c u l t u r e  Cooperat jvo Development 
Small Sca le  A g r i c u l t u r a l  AcLivi ty  . 
A g r i c u l t u r a l  &chanizat!on 
A g r i c u l t u r a l  Ilariagemcnt Development 
Agr i cu lc r r r a l  Data C o l l e c t i o n  

Summary: Loan Component 
C r r n t  Cornponeat 



V. SOCIAL SEKVICES 

Rural  l l e a l t h  De l ive ry  System 
Family P lann ing  Program 
I n t e g r a t e d  S o c i a l  Work T r a i n i n g  Cen te r s  
Development D e c e n t r a l i z a t i o n  
Urban Hcaltkr D e l i v e r y  System , 
Peace Fe l lowsh ip  Program 
Suez C o m u n l t y  Hea l th  Percionnol Raining 
U n i v e r s i t y  Z l n b g e s  
PL 480 T i t l e  I1 a/ 

Surmnary: Loan Component 
Cran t  Component 

TOTAL A. I. D.  ASSISTANCE 
(Excluding PL-480 Program) 

PL-4 80  PROCRAU 

GRAND TOTAL U.S. ECONOMIC ASSISTANCE !/ 

Incl i rdcs  I n t e r i m  Q u a r t e r  
L  - Loan; G - Crant  
a/ I n c l u d e s  Es t i e r r t ed  Ocean F r e i g h t  Cos t s  - 
b/ Does h'ot I n c l u d e  Egypt ian  Pound C r a n t s  - 
c /  I n c l u d e s  $85 H i l l i o n  FY 1979 Supplemental Peace  Al lo tmen t  - 

a n d  $55 H i l l i o n  FY 1980 Supplamentnl Peace N l o t m e n t  



TABLE I11 

CCMODITY ~MPOSITION OF' ITPORE* 1977, 1978 and 1979 
(in millions of dol lars )  

rFuels 
aude Petroleum 
Petroleum Produc t s  
Coke and coal 
P r h x y  (lxmmdities 
Wheat 
Tobacco 
Maize 
Wool 
S e m  
other 
I n m t e  Ccmrodities 
Axrim1 Fats & Vegetable O i l s  
Chemicals, n.i.c. 
Unwrought, waste and scrap metals 
Iron and steel 
Dyestuff and coloring 
Wood 
Paper and paper p h t s  
Fe r t i l i ze r s  
E l e c t r i c a l  products 
Rubber and rubber prcducts 
O i l s  and Wax 
other 
Capital Carmodities 
Buses, Trucks & Other Vehicles 
T e x t i l e  Machinery 
Elect r ica l  Products 
EarUl mving Equimt 
Other 
Consumer Carmodities 

*These data are based on customs records, and hence d i f fe r  fran the 
balance of paynwts figures wtzich are based on exchange control 
records. 



Autmmbiles and P.lotorcycles 
Radio and Television 
Other 
Non-durables 
Wheat Flour 
Sugar 
Tea 
Coffee and Cocoa 
&at, fish and pultry 
Beans and U n t i l s  
Wcines 
Disinfectants and Insecticides 
Paper and Paper ~roduccts 
Other 



B. CIP Immrt S t a t i s t i c s  

The following tables sunrrarize the historical and 
current status of the CIP: 

2. Pattern of CIP (Graph) 

3. S ta tus  of A g r m t s  under CIP 

4.  Sxmmcy of CIP Financing by Plinistry/A~ency 

5. Curmdities Financed U x d e r  CIP 

6. -ties Financed Under CIP by Catesory 
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PC.'l..fEIiN '3? CC,q-!cDL'i'f L?1'OT','i.> Ffy.Q!cED l!?!;>CI< E G Y i ' ' ~  c T P ;  F'l 1976 l'hrcr FY 1';;C 
(In i ! i? f  icn:; cf ik.ll.ars) 

PS - Private Sector (N;rr);rt tconr-x'j) 
GIs4  - basic Emaa t4uzds ( I I e a l ~ l ~ ,  Sar.itztFan. Education, P o d ,  etc.) 
AS3 - Agriculturd (5nm;l l  Fec .3 ,  Farm Ec,l;i:acnt, Irri:jatiorr, quiproeat, L'cedu, e r r : . ;  
TNZP;. - I ; r f  ra:rtruct i~ra i"lr.;.:;~.~):ri:t.Fon ". , Cc..xtunic~ticu Ey., L'ower , Eir : r r~c;  t;., i'.: !-t, i, ~i-..:; hy latic::r Eq. ) 
11.1c - I : ? G U . ~ ~ - ~ Y  (i-:r.U t ! : : td~-l~115,  Tt :.:Lli.2 G.;. , S3Ljdr P&fil:cri.~.3:., S d ; e ~ y  E q .  , ' : & ~ c ! i , t  j . : i c ; . n l - i ~ ~ ,  ;';.:r.:l:;:: ELI. , 

A l m i  I!L.T. i ' ~ > i ~ : . a c . .  , F.:..oc1 I ) i - ; l c ~ c ~ i f : y  Hacl~ina , a ~ c .  ) 
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STATUS ff ACREEMENTS UNDER A I D  COCMOOITV IMPORT PROCRAM TO EGYPT 
By Agreement NuMer a/ 

1975 thru FY 1981 (1st barter) 

( I n  Mil l ions of  Oollars) 
L/C or Available 

Agreement No. h Equivalent or 
Aqreement Date Obliqated Issued I n  Process Oi s b ~ ~ r s e d  Undisbr~rs~d  

(;RbW0 TOTAL 1,874.8 1,474.4 400.4 1,338.6 536.2 

263-K-601 (C) BS .O 62.8 22.2 
(8-29-79) 

263-K-602 (G) 55 .O - 5 5  .O - 5 5  ,q  
(5-3C-80) - -- 

a P r n ~ r a m  Lnan unless r l e s i m a t ~ d  (C) which ricnntas Prnnr2m Grant. - 
b/ I n i t i a l  1 w n  wi3S b8iI.n Mil. Lms than 0.1 was ~?pcrhl ia ;t ~ r i  ~hl.n lnrrn rxp i rc - re .  
C/ Tnitial loan was $70.0 Mil. Lacs than 0 .1  was drobliaater' when loan nxpit?d. - 



!3J$:-:-FNY T i  CIP FIt44tCIlG FY 1975 tkti FY 1981 (1st Qubrtcr) 
By Minfstry/@ency 

(In PJllims of Dollars) 
Total Fe rcen t L/C or k v a i l s b l e  

MINI STRY / A U t C Y  
Amount of Eplivalent ~r As of tjl;ideirt;rr 74 19aO 
Allocated Tots1 Is sued In Prccess mCurst.d 

C R W  TOTAL - - - _ - - . -  L 526.2 
- - $1 87k.8 1m.m 1,474.4 400.4 1,330.6 --- 

Ministry o f :  
Agriculture 
C i v i l  Aviation 
Co.mmicst i on: 
Edtcat im 
E l e c t r i c i t y  
Health 
Industry 

Excludlrlg G W I  
COrI 

Inf~rmdtion 
Lrrigat ion 
Recoils t ruct ion & EJew Co~mi~:ni t i ?s 
~ P P  1 Y 
Trade 
1 ransysrt 

Siez Carla1 A l ~ t F ~ o f i  t y  5-8.4 3.1% 
Gcvsrnor~t es 18 .2  1 .O% 
Private Sixtor 102 .O 5.5% 
U r l ~ ~ f  strlbiirt ecl L)irr,~.~f ~:'i!r~:fh. * 

BEST AVAILABU COPY 



C&+I;DITI€S F i N A m D  UNCER AfD C-ITY l!lPORT PRlrCMM f 3  EGYPT 
* FY 1975 thru FY 1931 (First Quarter) 

( I n  Thci~sand Dollars) 

CCf'h%CITIEZ r J U t ! T l T Y  [I(-$- L AT! \!EL I IF 

GRGr.0 TOTAL $1, 4?bJ 12.i -- 
1. Fcetate Tow 12,029 MT 22,580 
2. Alumirrum Refractory Rricks 5,220 MT 1,210 
3. Ambulances & Medical itens - 5,960 
4 . 4ut ma t ic  Bakeries 39 Eil 16,126 
5, Pzttzrles fcr Tmcks '1,800 EA 5L 

6 .  &ds, Hospital (EX-PRT.) 5,795 €A 6 i3  
1 .  Blncina & S t 1  !chin$ Machinery - 

J 9 037 
6. ksrs(City ,Inter-City, & Other 1 1,677 EA 33,730 

2a145t; . 9. Cable & Accessories - .. 
!O. Carpenter Horkshop Equipment .. 297 

11. Caustic Soda 2,m MT 1 ,m 
12. Chains, Shackles, Rolts, etc. 1,5513 Ml 422 
13  . Cl~cnicals 819 MI 828 
1;. Chfckzas, Frozen 35,500 m 40,355 
15. Clqarette Paper 1,399 MT 2,Cm 

14. Circuit Breakzrs 40,t;IiO €A 
17. Cakin~ Ccal 1,262,602 MT 
10. Ccrm.nications Systsm & Teleccm. - 
lo. kmuters I 

~nnstructlan Eq, , Unspci fie:! .. *. 
71 .  Z~ndmsgrs Ccmpressors 7,158 EA 
- 2 .  Cmn, fcr Animal & !*!ran Ccnsump. 1,075,eS MT 
*,- - 
- 2 .  ,otton, (Short Staple)  6,800 MT 
? k .  Ccttm-Seed 011 162,300 VT 
2"; Cr~nes  60 €A 

2 5 .  Czz?rs, lvhecled 11 EA 1.113 
P 

-7. Or .r?qers 2 EA 3,993 
29. Orills & Be& Grinders - -50 i 
23.  P-~ncers, Rear 18 €A 1, AC5 
3 5 .  Et~ca t iona?  Material - 7,790 

BES7 AVAILA BLE COPY 



CWUXIITIES FINAbCED UNOER A I D  COWQOITV IWORT PFIOGRCctl TO EGYPT 
r/ 1975 thru FY 1981 (First Quarter) 

( In Thousand Dollars) - 

3 1 .  Elwtrical & Workshop Eq. - 7,225 
32. Elevated Dry Dock 1 €A 1,150 
15. Ergines, Diesel Marine 247 EA 3,770 
3L;. Fi:;hw~l (For Animal Product ion) 7,000 VT 4,101 
3 5 .  Fficd Processing Machinery - 1,659 

3 5 .  F o r k l i f t s  & Sqarzs , 
3.7, F r e i c ~ h t  
:a. Ss~er8 tors - ,- 
;. . Gzoct7jisLclal Equipment 
4". Grsln bnld&c!ers 

b1. Craphl t a  Electrcdes & Nlpplas 7,610 FCr 9,957 
4 ~ .  Grinding keclia - 368 
' ( 3 .  U:r,d Jac!:~ t!t Elec. ?*rings - 132 
.UL . ?zrL! icic:es 597 :4T 1,571 
4 5 .  !iydrxemt i n g  O i l  Line - ! , C d  

46. ;;&strial Safety Equicmnt 
47. I r ~ u l a b r s ,  Wasners 
h 3 .  ! ~ n ,  Scrao 
4 3 .  Irr i p t i m  Ec!.~lmnt 
50. Krsft Paper & Liner 

6 

51. L e n t i l s  
52 . Lc~ders  , Front-End ( Wael-Type) 
53. Loader & Trailer (EX-PRW) 
54. Mschine Tmls 
5 5 .  Matchboard 

5 6 .  Patch Making Machinery - 1, ::A 
57. Yattresses (EX-PRCP) ( for t-!oapital) 3,4?? EA C - 

Lt '3 
'A. Micro-Buses 4 Vans $4 EA " r 5  
59. Microwave Equipnent - 56,XG 
i O .  Metallic Coods 21,8GCJ MT . 1 , & a  T G ~  

BEST AVAILABLE COPY 



CCI.ectGDITIES F I W E D  W R  A10 CObWOIl'Y IWCRT MOC;RM TO EGYPT 
fY 1975 thru FY 1981 (First Quarter) 

(In Thousand Dallars) 

C w a 3 I T I E S  cUANlIN t)(LLAR V A L E  

61. P-torgraders 
62. Navfpt lon  Control System 
63. Plastics , 

64. Printing Machine 
65. Radar Surveillance System 

h,<. Pailwaycars (EX-PROP . ) 
07. Refrf prated Railcars 
6E. Refrig. W i t s  & A/C Components 
6 3 .  Refuse Collect ion ~qhipment 
79. Remote Sensorfng Equipment 

71. 8oad Markers 2 €A ?4 
7 2 .  Road Rollers 33 EA 1 , l ~ a  
73. Rotary Hearth Furnace & Spares - 6,675 
? h .  Rotary Themforner 2 €4 262 
75. Salt Harvesters 5 EA 567 

76. Scfentiflc & Medical Eq. - 5,36i 
77 .  Sedans 50 EA 281 
7?. %ovels, Diesel Power 2 €A 504 
7?. Sovtjem Meal 55,000 MT 10,646 
96, Soybean Seeds & InnoculanLs 3,310 Mf 1,996 

81. S1;wre Parts, Bus - 
42. 5,psrs Parts, Cranes 4 Dredgers - 
83. Zoare Parts, Electronic - 
2A. S%re Parts, Locmotives - 
7 5 .  5 0 a r ~  Parts, Railroad Cars - 
iX. Spare Parts, Truck Tractorif ra i ler  - 6,258 
87. S p r e  Parts, Water Pumps - 
. - .  

&63 
::..;.J Sprayers, Agicul tura l  ~ C O  EA 1. ,,530 
59. S t r e e t  ~ i g h t i n g  Equipment - 2,283 
sbd;. Syr,thet!c Rubber & Carbon Mack 731 MT 2,037 

BEST AVAILABLE COPY 



CObWIT iES  FINANCED WdQER A I D  CClt.,?1(;bITY !W%T F!WXPM TO EPFT 
FV 1975 thril FY 1381 (=lrst Gusrt~tr) 

(In Thct~sand Csllars) 

31. Z L ~ : . - T  Gre % , S F  W 5 ,C21 
9 2 .  Tailow . - .  , -  255,350 
93. Tsle$me Caoles & Equiprrent - 2,238 
34. Teleohone Exchange Lines 2,CX Lines 017 
95. T clevisim Erroodcasting Eq, - 17,829 

96. Textile Supply €1. & Dyestuffs o 8,827 
9. Ti:) Dressing P l e n t  Equipment . - 216 
93. Tificlate for Food Caming 1 ~ 2 , 2 ~ 0  M- 62,681 
39. T i r e  Plant Mchinery  - 3,339 

:go, T i z ~ s  A , Z O  €A 115 

Tcbacco Leaf 
Tchcco Processing Machines 
Tract ion  *tor (Rebuilt) 
Tr~ctors, Construct ion 
T T ~ C ~ O ~ S ,  FaA- 

Traf f ic  Control SystemiRailroad) 
Trsining M t ~ r  i a l  
7 tansforrrers 
Trucks , Pick-!!p 
Trucks, Firz-Ti~hting 

Truck T r a c t a r / T r a i l e r  -. 
Trucks & Trailers 
Trucks, Hate r  
Ti~rSine & Spares 
l;t!lity Vehicles 

VT:AS Spare Parts 
93tcr P*UTq?s 
?eidii:g Electroce & Eq. 
i;3cr*$U lp 
P r i v a t e  Sector Comnodities ** 
Pi  sc. h Non-Enljmerated ~ r c d ~ c t ' s  

wCcmmCltles FinancedM 1s defi~ed as t r ansac t ions  For which L/C 9 r  otbnr 
fintrlzing dccment has teen issued. Soare Parts shipped w i t h  oricirral 
o ~ ~ i p m m t  are generally not listed sepazately. However, Spare Par ts  
snipped separately are !ist2d undzr spare p a r t s .  

** Private Sector Ccmnodities may include any i t e m  listed ss e l ig ib l e  in 
t w  "A.I .O.  Commodity Eligibility Listingu. 

BLST AVAILABLE COPY 



a CO-ITIES FINANCED UNnER A .  I .O. ,%3,rOS3ITY I W C R T  FFGGRAM TO L P P T  
FY 1975 thru FY 1981 (1st Cuat ter )  

BY CATEGORY 
(In Millfan trolltirs) 

Capital Ewf pmen t 926.6 34 
Raw hterial 598.3 4 1 
F w d  Item 303.3 2 1 
Private Sector 

Total : 

Corra.~ t er 0.4 Refuse Collect ion EQ. 
19~dl~s:rial Safety Eq. 0.2 Air Candit ioninp Cocq. 
Qetnote Sensir~g 1.2 Teieconmunicat ions Sys t c ! ~  
f l eo t rcn ic  Scares 1.5 Telephone Cables & Ec. 
Mafici! Diese l  Engines 3.5 S a l t  Harvesters 
Si-:ore P a r t s  1 .O T r a f f i c  Control Svstzrn 
Trl;,n!:s & Tr611~rs 13.4 Railcars (EX.PRCP.) 
Tr?ctars,(Fzrm! i7.2 Tobacm Procnssing Mzchin? 
Tyactors ,  (Ccnstructlon) 7,2 Furnaces 

55.7 Mateli Hakina r r t a c h i ~ ~ r y  3ises 
~ J S  $are Par ts  21.7 Refrigerated Railc?rs 
!-r?nst.rl~cticn Eq. 10 , 5 Wsttrassps 
Cmin Urloadclrs 3 .O L x o n o t i v e  Sp:jre Psrts 
'' : C ~ C  :k:i;.n Systen 37.0 P y d .  Oil Lin6 
k:tt./P~ntal Eq./Ambulances '5 .O Rapjar Sur'/~i  llame 5~"Jecil 
5;::;ztt  imal t b t e t i 3 1  7. F3 Zt.rt.v?t Linhting Erl. 
P? i 1 r0.d Spa:e Parts 5.2 E i ~ v a t o d  Orv Dock 
f2r:5;r!cri~t,ir~ Eq, 17.e Sclmtlflc & Medlc3! Cq. 
=end t - t a~hinery  1.7 Traction b!otors (Re-Sr:il t)  
' ,-o i s . bizc9inery 6.0 , . . L a -  

d i t  . ; '  N~vigation Control S j .  

C!rerlqr.r, Crsm 5.1 Utility Vehic les 
C ~r?"!-~s 10 .o Trt~cs< Tractor 
';extile Eqt~!cm?nt 8.8 T e l ~ ~ o n e  Exchanqe 
Sr>nera3tcrs, Transf; & Related. 50.7 .Training haterial 
).(ininn, HeLdinq, T i r e  Plant Eq. 5 . ? '  Hospital Beds 
~ 3 t r r  QJWS, Spres 3.3 Truck frazt.ors & Trailers 
p: --,-, .,, . - fhses,  9 h n s  .1.2 *4utometic Bakeries 
Pfrk- l !?  T r ~ r k s  6.9 Soravers, Rgr icultural 
Pri~tlng Equipment 21.3 VTPS $art? Parts 
r!,:n-C_nur,~rstcd Products 28.6 T i n  Dressino Plan t  Eq. 

Total Capital Equipmc?t 

Fr i3$q fc  Sector Allocntion is ten p~rcent o f  the current proqrsrn. However, 
!.?;;?s 026, C27, 02?, ancl 010 included no ~ l l o c a t i a n  t o  the private sectf:r. 
There fc;:e, the cum~lativz p~rcsntage c f  ctrivnte sector  financinc a p ~ 2 3 r s  
s c w w h ~ t  law. 

BEST AVAILABLE COPY 
I PRO!? 1 c f  2 4% 



Tallow Inedible 
Cotton, Raw 
Kraft %per 
tinplate 
Cckinq Coal 
Graphite Electrode 
b d p r l p  
Tobacco 
Acetate Tow 
Ciqarette Paper 
Rubber/Plastics 
Herbicides 
Matchboard 
Ceust ic Scdz 
SLt l f u r  Ore 
Scrsp Iron 

Totai Raw Vsterials 

Edible  Oil . 
Ccrn 
Frozen Poult rv 
Soybean Peal  ( for Chicken) 
Soybzan p o d  
Lentils 
FIrPse31 

Tc+a! F001-i Item? 

-- 
* &  2 . n ~  c o 5 0 x t v  l i s t ~ d  as el laible i n  the  J . I .0 .  r3 i?w~. l i t .v  

E1ig ih i l i t .v  Listinq be financed bv Privat? ,Ectnr fl.inds. 

BEST AVAILABLE COPY 



ANNEX A 

SECTORAL UTILIZATION OF CIP 

1. Agr i cu l tu re  

S ince  1975, t h e  COE has  des igna t ed  n e a r l y  11%, o r  $164 m i l l i o n ,  of 
t h e  t o t a l  A . I . D .  a s s i s t a n c e  program t o  t h e  Agr i cu l tu re  s e c t o r .  The 
percentage  of t h e  t o t a l  CIP devoted t o  t h i s  s e c t o r  ha s  amounted t o  8% of 
t h e  program f o r  FY 1980. Some of t h e  commodities f inanced  under  t h e  CIP 
f o r  t h e  A g r i c u l t u r a l  s e c t o r  i n c l u d e  animal f e e d ,  farm machinery, 
i r r i g a t i o n  equipment,  improved s e e d s  and i n o c u l a n t ,  h e r b i c i d e s ,  and 
s p e c i a l  purpose veh ic l e s .  

Approximately 1.2 MT of yel low corn  have been lmporced from t h e  
United S t a t e s  under CIP f i nanc ing .  Roughly 900,003 MT of  t h i s  yel low 
corn  have been used a s  animal f eed  which is  a  major f a c t o r  i n  t h e  
product ion  of beef and p o u l t r y  i n  Egypt. Although i n  e a r l i e r  y e a r s  CIP 
f i nanc ing  was a l s o  u t i l i z e d  t o  import $10 m i l l i o n  of soybean meal t o  
upgrade p o u l t r y  feed and $1 m i l l i o n  of soybean seed and i n o c u l a n t ,  r e c e n t  
improvements i n  t h e  y i e l d  of soybean i n  Egypt, p a r t l y  a t t r i b u t a b l e  t o  
t h i s  a s s i s t a n c e ,  ha s  produced a  s u r p l u s  of soybean meal t h i s  y e a r ,  and 
t h e  COE s h i f t e d  FY 1980 CIP a l l o c a t i o n  t o  t h e  impor t a t i on  of 4,800 MT of 
f i shmeal  t o  provide  a d d i t i o n a l  n u t r i e n t s  i n  ch icken  feed .  

The CIP has  f inanced  2,400 farm t r a c t o r s ,  which were assembled and 
marketed i n  Egypt. Transpor t  equipment,  i nc lud ing  480 pickup t r u c k s  and 
40 u t i l i t y  v e h i c l e s ,  ha s  been d e l i v e r e d  t o  a s s i s t  a g r i c u l t u r a l  needs i n  
r u r a l  a r e a s .  Ongoing a c t i v i t i e s  inc luded  t h e  CIP f i n a n c i n g  of l o c u s t  
c o n t r o l  v e h i c l e s  t o  a s s i s t  MOA i n  c o u n t e r a c t i n g  p o t e n t i a l  l o c u s t  c rop  
damage nea r  t h e  Nubian f r o n t i e r  and 1 ,000  mobile sp ray ing  u n i t s  needed i n  
c o n t r o l l i n g  weevi l  i n f e s t a t i o n  o f  c o t t o n  c r o p s  i n  t h e  Nile d e l t a  a r e a .  

2. I n f r a s t r u c t u r e  Development 

The COE recognizes  t h e  c r u c i a l  need t o  r e h a b i l i t a t e  and renew i ts  
i n f r a s t r u c t u r e .  It a l l o c a t e s  a  s i z e a b l e  amount o f  t h e  c a p i t a l  equipment 
p o r t i o n  of t h e  CIP t o  p r i o r i t y  requirement  f o r  t h e  power, t r a n s p o r t  and 
communications s e c t o r s .  

Power a )  - 
While t h e  h igh  dam provides  s i g n i f i c a n t  power g e n e r a t i n g  

c a p a c i t y ,  t h e  r ap id  i n c r e s e  i n  demand f o r  energy and e l e c t r i c a l  power i n  
Egypt i n d i c a t e s  t h e  need f o r  a d d i t i o n a l  thermal  power s t a t i o n s  and 
g e n e r a t i n g  equipment t o  t hose  p r e s e n t l y  o p e r a t i n g ,  a s  we l l  a s  t hose  under 
c o n s t r u c t i o n .  



F u r t h e r m o r e ,  t h e  power d i s t r i b u t i o n  and e l e c t r i c a l  t r a n s m i s s i o n  
f a c i l i t i e s  o f  t h e  Arab R e p u b l i c  o f  Egypt  (ARE) must  be  upgraded  and 
expanded t o  accommodate t h e  i n c r e a s e d  demand f o r  power s u p p l y  t o  i n c l u d e  
t h o s e  a r e a s  o f  t h e  ARE r e c e n t l y  r e t u r n e d  t o  a d m i n i s t r a t i v e  c o n t r o l  o f  t h e  
Government o f  Egypt .  

Dur ing  t h e  p a s t  f i v e  y e a r s  (1975-19801,  GOE h a s  u t i l i z e d  
a p p r o x i m a t e l y  5 1  m i l l i o n  d o l l a r s  o f  CIP l o a n  f u n d s  f o r  t h e  p u r c h a s e  o f  
e l e c t r i c a l  power g e n e r a t i n g  and d i s t r i b u t i o n  e q u i p m e n t ,  i . e . ,  Gas and 
Steam T u r b i n e  u n i t s ,  Mob i l e  T r a n s f o r m e r  S u b - S t a t i o n s ,  Mob i l e  D i e s e l  
G e n e r a t i n g  se ts ,  e l e c t r i c  power c a b l e  and a c c e s s o r i e s ,  p l u s  s p a r e  and 
r e p a i r  a s s e m b l i e s  and  p a r t s  t o  i n c r e a s e  t h e  power g e n e r a t i n g  c a p a c i t y  and  
o p e r a t i o n a l  e f f i c i e n c y  o f  t h e  GOE power s e c t o r .  

I n  a d d i t i o n  t o  t h e s e  commodity p u r c h a s e s  t o  i n c r e a s e  and expand 
t h e  power s u p p l y  i n  areas t h r o u g h o u t  t h e  ARE, A I D  p r o j e c t s  b e i n g  
d e v e l o p e d ,  s u c h  as  t h e  220 K V  Power T r a n s m i s s i o n  L ine  i n  t h e  Suez  Area, 
s c h e d u l e d  f o r  c o m p l e t i o n  i n  t h e  F a l l  o f  1 9 8 1 ,  w i l l  h a v e  a m a j o r  i m p a c t  on 
t h e  e l e c t r i c a l  g e n e r a t i n g  and d i s t r i b u t i n g  s y s t e m s .  

b )  T r a n s p o r t  

The d e t e r i o r a t i o n  o f  t h e  ARE t r a n s p o r t a t i o n  ne twork  i n d i c a t e s  a 
need f o r  a n  e x t e n s i v e  r e q u i r e m e n t ,  and  a h i g h  p r i o r i t y  t o  be  g i v e n  toward  
improv ing  a l l  a s p e c t s  o f  t h e  GOE t r a n s p o r t  sys t em.  The d e t e r i o r a t i o n  o f  
t h e  E g y p t i a n  Rai lway Sys tem and t h e  water t r a n s p o r t  f a c i l i t y  r e s u l t e d  i n  
a heavy r e l i a n c e  o n  t r u c k  t r a n s p o r t  which  c o n s e q u e n t l y  a d d s  t o  a n  a l r e a d y  
s e r i o u s  problem o f  heavy t r a f f i c  c o n g e s t i o n  and i n a d e q u a t e  r o a d  s y s t e m s .  
A d d i t i o n a l l y ,  r o a d s ,  b r i d g e s ,  r a i l w a y s ,  water t r a n s p o r t  and  p o r t s  are  n o t  
a d e q u a t e  t o  e f f e c t i v e l y  cope  w i t h  t h e  r i s i n g  volume o f  c a r g o  t r a f f i c .  
These  d e l a y s  i n  f r e i g h t  movement, p o r t  c o n g e s t i o n  and o t h e r  r e l a t e d  
f a c t o r s ,  have  had a n  u n d e s i r a b l e  i m p a c t  on t h e  E g y p t i a n  economy, and  a n  
e x t e n s i v e  and u r g e n t  r e h a b i l i t a t i o n  program was d e s i r e d  by t h e  GOE. 

U t i l i z i n g  a p p r o x i m a t e l y  1 7 4  m i l l i o n  d o l l a r s  o f  t h e  CIP l o a n  
f u n d s  d u r i n g  t h e  p r i o d  1975-1980,  t h e  GOE p u r c h a s e d  much o f  t h e  equ ipmen t  
needed t o  improve  t h e  GOE t r a n s p o r t a t i o n  sys t em.  Approx ima te ly  ?,4 
m i l l i o n  d o l l a r s  was u t i l i z e d  t o  p u r c h a s e  r a i l r o a d  e q u i p m e n t ,  i . e . ,  
f r e i g h t  cars ( v a r i o u s  t y p e s )  p u r c h a s e d  t h r o u g h  t h e  A I D  Excess  P r o p e r t y  
p rog ram,  r e f r i g e r a t e d  r a i l  cars t o  t r a n s p o r t  meat and f i s h  from p o r t  
a r e a s  t o  t h e  r e g i o n s  o f  Upper E g y p t ;  r e p a i r s  and  s p a r e  p a r t s  and 
a s s e m b l i e s  f o r  l o c o m o t i v e ;  m a i n t e n a n c e  and s h i p  equ ipmen t  and a l l i e d  
equ ipmen t .  

A d d i t i o n a l l y ,  a t  p r e s e n t  t h e  Rai lway T r a f f i c  C o n t r o l  Sys tem 
p u r c h a s e d  w i t h  CIP l o a n  f u n d s  ( 9 . 7  m i l l i o n  d o l l a r s )  i s  b e i n g  i n s t a l l e d  t o  
improve  t h e  e f f i c i e n c y  and s a f e t y  i n  t h e  o p e r a t i o n  o f  t h e  E g y p t i a n  
Rai lway System. 



C I P  loan funds were used i n  the  purchase of Marine Diesel 
Engines and Drive t r a i n s  fo r  the major Egyptian Water Transport 
Companies; navigational control  system f o r  the  e f f i c i e n t  operation of the 
Suez Canal Authority; t rac t ion  motors f o r  the locomotives of the Egyptian 
Railways; trucks,  t r a c t o r  and t r a i l o r s  f o r  the  heavy truck transport  
companies; and associated heavy construction equipment f o r  the major Road 
Construction companies of Egypt. 

The improvement of Egyptian port  f a c i l i t i e s ,  Alexandria and Port 
Said,  a re  being accomplished through AID project  funds, devoted primarily 
fo r  t h i s  purpose. 

c )  Telecommunications 

The teleckrnunications systen of t h e  ARE has previously suffered 
severely from a lack of investmen: anc planning. 

A I D  has financed under the  CIP  loan funds the equipment required 
fo r  a  microwave program implemented i n  two s tages ,  t o  provide immediate 
r e l i e f  t o  the  problem of Cairo's outmoded and overloaded telephone system. 

The f i r s t  stage is  the  interconnection of the Cairo exchanges 
through two tandem exchanges located a t  Abbasia and Ramses. The second 
stage is the connection of a l l  loca l  exchanges together t o  el iminate t h e  
need t o  have a  c a l l  go through the tandem exchanges when ca l l i ng  from one 
loca l  exchange t o  another. 

This microwave i n s t a l l a t i o n  opens a  t o t a l  of 8,000 trunk lines 
between the tandem exchanges (Ramses - Abbasia) and allows expansion to  
17,000 c i r c u i t s  and 300,000 cocnections upon completion of both stages.  

The GOE u t i l i z ed  a  t o t a l  of $35 million of C I P  loan fucds fo r  
t h i s  procurement i n  two stages.  

It i s  ant ic ipated t ha t  the grea te r  share of future  ass is tance 
required f o r  the telecommunications sec tor  w i l l  be provided on a  project  
basis.  

3. Private Sector 

I n  response t o  the  Government of Egypt's policy t o  expand the  ro le  of 
the pr ivate  sec tor  i n  Egypt's economic development, A . I . D .  has funded 
spec i f ic  programs t o  a s s i s t  the i r  e f fo r t s .  A . I . D .  is  current ly  providing 
$102 million i n  C I P  funds fo r  financing e l i g i b l e  commodities and related 
services  f o r  pr ivate  Egyptian importers. I n  FY 1980, the GOE al located 
10% of its C I P  ($33.5 mil l ion)  t o  the private sector  and w i l l  set aside 
12% of C I P  ($35 mil l ion)  from the FY 1981 C I P .  Approximately 382 l e t t e r s  
of c r ed i t  t o  U.S. suppl iers  have been issued through f i ve  public sector  
Egyptian banks, t o t a l i ng  over $66 million. W i t h  the  signing of the FY 



1980 agreements ,  t h e  GOE i n t r o d u c e d  s e v e r a l  s i g n i f i c a n t  program changes  
i n  August 1980. The p a r t i c i p a t i n g  banks have a c c e p t e d  r e s p o n s i b i l i t y  f o r  
d e t e r m i n i n g  t h e  i m p o r t e r s '  and a  t r a n s a c t i o n s f  e l i g i b i l i t y ,  i n  a d d i t i o n  
t o  t h e i r  r o l e  o f  e v a l u a t i n g  t h e  i m p o r t e r s '  f i n a n c i a l  s t a n d i n g  and c r e d i t  
w o r t h i n e s s .  A more s i g n i f i c a n t  change h a s  been t h e  e f f e c t  o f  
d i s c o u r a g i n g  p a r t i c i p a t i o n  by t r a d e r s  ( i m p o r t e r s  of i t e m s  f o r  r e s a l e ) ,  
who p r e v i o u s l y  u t i l i z e d  roughly  70% o f  t h e  funds .  Under t h e  new 
r e g u l a t i o n ,  t h e  t r a d e r s  a r e  a l lowed  t o  u t i l i z e  t h e  CIP funds  f o r  
i m p o r t a t i o n  from a  l ist  o f  16 c a t e g o r i e s  o f  goods ( e x c l u d i n g  r e i n f o r c i n g  
i r o n  b a r  which h a s  been t h e i r  f a v o r i t e  impor t  i t e m )  and t h e i r  i n t e r e s t  
payment is r a i s e d  t o  10% from 2 . 5 % - p e r  annum. By t h e s e  i n c r e a s e s ,  t h e  
GOE i n t e n d s  t o  encourage more a c t i v e  u t i l i z a t i o n  of t h e  fund by t h e  
end-use rs  and d i s c o u r a g i n g  u s e s  by t h e  t r a d e r s  who had o f t e n  t a k e n  
advan tage  of  t h e  c o n c e s s i o n a r y  l o a n  terms t o  accumulate  i n v e n t o r i e s  
e x c e s s i v e l y ,  t o  t a k e  e a r l y  p r o f i t s ,  and t o  import  goods on s p e c u l a t i o n  
r a t h e r  t h a n  on end-user  demand. Even g i v e n  t h e s e  d r a m a t i c  program 
a d j u s t m e n t s ,  and t h e  f a c t  t h a t  new f u n d s  have been i n  p l a c e  o n l y  90 d a y s ,  
t h e  banks have approved and USAID h a s  concur red  i n  t r a n s a c t i o n s  t o t a l i n g  
a n  a d d i t i o n a l  $9.2 m i l l i o n .  USAID is r e s p o n s i b l e  f o r  v e r i f y i n g  t h e  
commodity e l i g i b i l i t y  and m o n i t o r i n g  t h e  proposed t r a n s a c t i o n  f o r  
compliance w i t h  good commercial  p r a c t i c e .  Under c u r r e n t  t e r m s ,  t h e  
f l e d g l i n g  Egypt ian  p r i v a t e  s e c t o r  h a s  b e t t e r  a c c e s s  t o  c a p i t a l  i m p o r t s ,  
such  as replacement  machinery,  s p a r e  p a r t s ,  i n d u s t r i a l  raw m a t e r i a l s ,  
r e s a l e  s t o c k  items, e t c .  The minimum s i z e  o f  a n  A . I . D .  f i n a n c e d  
t r a n s a c t i o n  is $10,000. A s i n g l e  Egypt ian  i m p o r t e r  is  n o t  a l lowed  t o  
u t i l i z e  more t h a n  $500,000 i n  CIP f i n a n c i n g  f o r  l i k e  commodities i n  a  
12-month p e r i o d  w i t h o u t  t h e  a p p r o v a l  o f  t h e  GOE. The GOE h a s  excluded 
Law 43 ( j o i n t  v e n t u r e )  companies,  bu t  w i l l  c o n s i d e r  a p p r o v i n g  t h e i r  
p a r t i c i p a t i o n  i f  t h e y  a r e  p roduc ing  goods of  a n  import  s u b s t i t u t i o n  
n a t u r e .  

I n  a d d i t i o n  t o  CIP f i n a n c i n g  f o r  t h e  more immediate needs  of  t h e  ' 

p r i v a t e  s e c t o r ,  A . I . D .  h a s  e s t a b l i s h e d  s e v e r a l  o t h e r  programs t o  a s s i s t  
t h e  p r i v a t e  s e c t o r .  Through t h e  Development I n d u s t r i a l  Bank (DIB) ,  
A . I . D .  i s  p r o v i d i n g  medium-term f i n a n c i n g  o f  inves tment  p r o j e c t s .  A 
t o t a l  o f  $31.5 m i l l i o n  i n  sub- loans  h a s  been p rov ided  f o r  t h e  
e s t a b l i s h m e n t  o r  expans ion  o f  b u s i n e s s  a c t i v i t i e s  i n  Egypt.  The DIB 
makes i t s  own d e t a i l e d  e v a l u a t i o n  of p r o j e c t s  and heavy emphasis  i s  
p laced  upon economic b e n e f i t s  of  t h e  p r o j e c t s  t o  Egypt ' s  deve lopmenta l  
g o a l s .  DIB h a s  approved approx imate ly  $28 m i l l i o n  i n  l o a n s  f o r  b u s i n e s s  
inves tment .  A d d i t i o n a l l y ,  A . I . D .  i s  p r o v i d i n g  $30 m i l l i o n  t o  e s t a b l i s h  a  
new fund t o  c o - f i n a n c e ,  w i t h  d e s i g n a t e d  p a r t i c i p a t i n g  banks ,  t h e  
expans ion  o r  r e n o v a t i o n  of  i n d u s t r i a l  and o t h e r  p r o j e c t s  w i t h  t o t a l  c o s t  
o f  a t  l e a s t  $1 m i l l i o n .  The P r i v a t e  S e c t o r  Encouragement Fund i s  
d i r e c t e d  toward medium-term f i n a n c i n g  o f  l a r g e r  s i z e d  inves tment  p r o j e c t s  
and i s  a v a i l a b l e  t o  Egypt ian  and j o i n t  v e n t u r e  companies. The Fund w i l l  
p r o v i d e  l o a n s  and ,  i n  e x c e p t i o n a l  c a s e s ,  e q u i t y  p a r t i c i p a t i o n  f o r  t h e  
procurement o f  U.S. equipment and s e r v i c e .  T h i s  Fund i s  expec ted  t o  be 
o p e r a t i o n a l  i n  e a r l y  1981, a f t e r  comple t ion  o f  d e t a i l e d  a r rangements  w i t h  
t h e  M i n i s t r y  o f  Economy and p a r t i c i p a t i n g  banks ,  which a r e  expec ted  t o  be 



a  wide range  of  p u b l i c  and p r i v a t e  s e c t o r  banks. I n  a d d i t i o n  t o  t h e  
major p r i v a t e  s e c t o r  programs o u t l i n e d  above,  A . I . D .  i s  p r o v i d i n g  $5 
m i l l i o n  f o r  p r i v a t e  s e c t o r  i n v e s t m e n t  s t u d i e s ,  which w i l l  r e imburse  
q u a l i f i e d  U.S. f i r m s  up t o  75% o f  t h e  c o s t  o f  p r o d u c l l g  p r e - i n v e s t r e n t  
f e z s i b i l i t y  s t u d i e s .  It is  expec ted  tPLL.: p r o c e d u r e s  : o r  t h i s  p r o j e c t  
w i l l  be i n  p l a c e  by mid-1981. A . I . D .  is  c u r r e n t l y  e x p l o r i n g  t h e  
d e s i r a b i l i t y  o f  a n  I n d u s t r i a l  F r e e  Zone p r o j e c t  and a  p r o j e c t  t o  
s t r e n g t h e n  t h e  i n f o r m a t i o n  and promot ion e f f o r t s  o f  t h e  Egyp t ian  
Inves tment  C e n t e r .  

4. B a s i c  Human Needs 

About 1 3  p e r c e n t  ($236 m i l l i o n )  o f  CIP f u n d s  h a s  been a l l o c a t e d  s o  
f a r  by t h e  GOE t o  meet a  number o f  b a s i c  n e e d s ,  e .g . ,  h e a l t h ,  s a n i t a t i o n ,  
e d u c a t i o n ,  and f o a d .  The CIP h a s  f i n a n c e d  30,000 MT o f  f r o z e n  p o u l t r y  
( a p p r o x i m a t e l y  30 m i l l i o n  b i r d s )  r e s u l t i n g  i n  market  p r i c e  s t a b i l i z a t i o n  
and i n c e n t i v e  f o r  t h e  p r i v a t e  s e c t o r  t o  expand c o l d  s t o r a g e  f a c i l i t i e s .  
Approximately 1 . 2  m i l l i o n  t o n s  o f  c o r n  have been impor ted  from t h e  U.S., 
o f  which t w o - t h i r d s  was used f o r  an imal  f e e d  t h u s  c o n t r i b u t i n g  t o  a n  
i n c r e a s e  i n  l o c a l  p r o d u c t i o n  o f  p o u l t r y  and bee f .  Another  s i g n i f i c a n t  
i n p u t  h a s  been t h e  f i n a n c i n g  o f  160 ,000  MT o f  e d i b l e  o i l  which 
c o n s t i t u t e s  a n  a f f o r d a b l e  n u t r i t i o n a l  s u b s t i t u t e  f o r  e x p a n s i v e  a n i m a l  
f a t s  among t h e  low-income p o p u l a t i o n .  I n  t h e  f i e l d  o f  h e a l t h ,  t h e  CIP 
h a s  f i n a n c e d  140 ambulances f o r  a newly c r e a t e d  emergency m e d i c a l  
s e r v i c e ,  and 6 ,000  h o s p i t a l  beds  a c q u i r e d  under  A . I . D .  Excess  P r o p e r t y  
Program. Worth ment ioning i n  t h i s  c o n t e x t  a r e  t h e  480,000 MT o f  
CIP-financed t a l l o w  which have gone i n t o  t h e  p r o d u c t i o n  o f  2.4 b i l l i o n  
soap  b a r s  and p r a c t i c a l l y  e l i m i n a t e d  p r e v i o u s  p e r i o d i c  s h o r t a g e s .  Also ,  
t h e  CIP h a s  f i n a n c e d  t h e  p u r c h a s e  o f  170 r e f u s e  c o l l e c t i o n  t r u c k s  and 
1 2 , 0 0 0  r e f u s e  c o n t a i n e r s  and b i n s  which a r e  hav ing  a s i g n i f i c a n t  impact  
on t h e  c lean-up  campaigns i n  t h e  two major  c i t i e s  o f  G r e a t e r  C a i r o  and 
Alexandr ia .  

Under t h e  FY 1979 C I P  s u p p l e m e n t a l  g r a n t ,  $15 m i l l i o n  was earmarked 
i n  s u p p o r t  of  e d u c a t i o n  ($5 m i l l i o n  f o r  u n i v e r s i t i e s ,  $3  m i l l i o n  f o r  a  
t e x t b o o k  p r o d u c t i o n  sys tem and $7 m i l l i o n  f o r  b a s i c  e d u c a t i o n ) .  T h i s  i s  
a d d i t i o n a l  t o  t h e  $2.6 m i l l i o n  a l l o c a t e d  t o  11 u n i v e r s i t i e s  under  a  
p r e v i o u s  CIP loan .  Under t h e  FY 1980 CIP supp lementa l  g r a n t ,  $10 m i l l i o n  
was earmarked i n  s u p p o r t  o f  e d u c a t i o n .  

Approximately $7.8 m i l l i o n  o f  t h e  f i r s t  CIP s e t - a s i d e  f o r  e d u c a t i o n  
was u s e d ' t o  purchase  packages  of 1 3  d i f f e r e n t  k i n d s  of b a s i c  e d u c a t i o n  
commodities i n c l u d i n g  workshop t o o l s ,  v o c a t i o n a l  a g r i c u l t u r a l  equipment ,  
a u d i o  v i s u a l  m a t e r i a l s ,  and s c i e n c e  t e a c h i n g  l a b s .  The i n i t i a l  sh ipment  
o f  t h e s e  commodities is  e x p e c t e d  t o  a r r i v e  o n / o r  abou t ,March  1, 1981. 
Another $2.2 m i l l i o n  was used t o  f i n a n c e  t h e  U.S. component o f  a book 
p r o d u c t i o n  sys tem which w i l l  be used t o  produce a l l  t e x t s  used th roughout  
t h e  s c h o o l  system. (The equipment is  i n  c o u n t r y  b u t  n o t  y e t  s e t  up f o r  
o p e r a t i o n . )  I n  u n i v e r s i t y  commodi t ies ,  impact  w i l l  be  a c h i e v e d  t h r o u g h  
procurement  of c a f e t e r i a s ,  h o s t e l  f u r n i t u r e ,  l i b r a r y  f u r n i s h i n g s ,  copy ing  
machines ,  mic roscopes ,  and m i c r o f i l m  equipment ,  j o u r n a l s  and i n d e x e s .  



ANNEX B 

FERTILIZER - C I P  

The 1980 Commodity Import  Program (CIP) fund was i n c r e a s e d  by 
$50 m i l l i o n  t o  pe rmi t  t h e  Government of Egypt (GOE) t o  u s e  i t s  own 
f o r e i g n  exchange r e s o u r c e s  t o  i n c r e a s e  t h e  l e v e l  o f  f e r t i l i z e r  
i m p o r t s .  The i m p o r t a t i o n  o f  a n  a d d i t i o n a l  850,000 MT of 15.5% 
n i t r o g e n  f e r t i l i z e r ,  d i v i d e d  i n t o  t h r e e  c a t e g o r i e s  d e s c r i b e d  below, 
was sought .  These a d d i t i o n a l  i m p o r t s  were aimed a t :  ( a )  f i l l i n g  a  
gap  between s u p p l i e s  from d o m e s t i c  p r o d u c t i o n / r e g u l a r  i m p o r t s  and 
d i s t r i b u t i o n  t a r g e t s ;  ( b )  e n a b l i n g  t h e  o r i g i n a l  d i s t r i b u t i o n  t a r g e t s  
t o  be exceeded as a s t i m u l u s  t o  a g r i c u l t u r a l  p r o d u c t i o n ;  ( c )  r a i s i n g  
f e r t i l i z e r  u s e  c l o s e r  t o  l e v e l s  which a n a l y s i s  i n d i c a t e d  shou ld  5e 
p r o f i t a b l e ;  and ( d )  changing t h e  p e r c e p t i o n s  t h a t  f e r t i l i z e r s  were 
s c a r c e  and must be r a t i o n e d .  

S i m u l t a n e o u s l y ,  it was recognized  t h a t  t h e  e x i s t i n g  GOE 
p o l i c y  of p r o v i d i n g  f e r t i l i z e r  t o  f a r m e r s  a t  r e l a t i v e l y  low, 
s u b s i d i z e d  p r i c e s  meant t h e  proposed i n c r e a s e s  i n  i m p o r t s  and s a l e s  
would r e s u l t  i n  a d d i t i o n a l  GOE s u b s i d y  c o s t s  of $140 m i l l i o n .  T h i s  
l e d  t o  t h e  c o n c l u s i o n  t h a t  some e f f o r t s  t o  raise f e r t i l i z e r  p r i c e s ,  
i f  o n l y  t o  t e s t  fa rmer  r e s p o n s e ,  would be j u s t i f i e d .  Lowering 
s u b s i d i e s  and s i m u l t a n e o u s l y  r a i s i n g  o u t p u t  p r i c e s  would have been 
t h e  f i r s t  c h o i c e  method of  m a i n t a i n i n g  farm income and r e d u c i n g  
s u b s i d y  c o s t s .  However, t h i s  was acknowledged t o  be a  complex 
u n d e r t a k i n g  and a t t a i n a b l e  o n l y  i n  t h e  l o n g e r  run .  T h e r e f o r e ,  a s  a  
f i r s t  s t e p  USAID and t h e  GOE agreed  t h a t  o u t  of  t h e  850,000 MT, 
550,000 MT would be imported f o r  sale a t  a one-half  s u b s i d y  p r i c e  
and t h e  remaining 300,000 MT would be  s o l d  a t  t h e  f u l l y  s u b s i d i z e d  
p r i c e .  Under t h i s  a l t e r n a t i v e ,  t h e  i n c r e s e  i n  s u b s i d y  c o s t s  t o  t h e  
GOE under  t h i s  a l t e r n a t i v e  would amount t o  abou t  $90 m i l l i o n  r a t k e r  
t h a n  $140 m i l l i o n .  

C l o s e l y  r e l a t e d  t o  and s u p p o r t i n g  r a t i o n a l e  f o r  t h e  i n d i c a t e d  
s p l i t  between f u l l y  s u b s i d i z e d  and l e s s  t h a n  f u l l y  s u b s i d i z e d  
i m p o r t s  was a n  i n t e r e s t  i n  expanding t h e  number o f  o r g a n i z a t i o n s  
h a n d l i n g  f e r t i l i z e r  and i n c r e a s i n g  p o s s i b l e  s o u r c e s  of  s u p p l y  f o r  
fa rmers .  Thus i t  was agreed  t h a t  t h e  P r i n c i p a l  Bank of Development 
and A g r i c u l t u r e  C r e d i t  ( P B D A C ) ,  t h e  n e a r l y  monopoly s u p p l i e r ,  would 
h a n d l e  t h e  300,000 MT of f u l l y  s u b s i d i z e d  f e r t i l i z e r  i n  i t s  normal 
manner w h i l e  t h e  550,000 MT t o  be s o l d  a t  one-half  s u b s i d y  would be 
imported by t h e  p r i v a t e  s e c t o r  (400 ,000  MT) and s e m i - p r i v a t e  s e c t o r  
o r g a n i z a t i o n s  (150,000 MT). 

The GOE agreed  t o  p r o v i d e  t h e  n e c e s s a r y  subs idy  amounts f o r  
t h e  300,000 MT o f  f u l l y  s u b s i d i z e d  f e r t i l i z e r  and t h e  550,000 MT sf  
50% s u b s i d i z e d  f e r t i l i z e r .  The GOE a l s o  committed i t s e l f  t o  supp ly  
o f f i c i a l  f o r e i g n  exchange r e s o u r c e s  f o r  450,000 MT o f  i m p o r t s  and t o  



a u t h o r i z e  t h e  i m p o r t a t i o n  o f  up  t o  4 0 0 , 0 0 0  MT by t h e  p r i v a t e  s e c t o r  
u s i n g  "own" f o r e i g n  exchange .  F i n a l l y ,  t h e  GOE a g r e e d  t o  e n s u r e  
t h a t  a d e q u a t e  E g y p t i a n  L.E. c r e d i t  would be  a v a i l a b l e  f o r  t h e  
p r i v a t e  s e c t o r  i m p o r t e r s  t o  p e r m i t  them t o  o b t a i n  f o r e i g n  exchange  
n e c e s s a r y  f o r  t h e  400 ,000  MT o f  i m p o r t a t i o n s .  

The e x t e n t  v a r i e s  t o  which  t h e s e  m u l t i p l e  o b j e c t i v e s  f o r  t h e  
f e r t i l i z e r  o f f s e t  p rogram have  been  met. The GOE d i d  a r r a n g e  f o r  
t h e  i m p o r t a t i o n  o f  t h e  300 ,000  MT t o  b e  h a n d l e d  by t h e  PBDAC. The 
e n t i r e  q u a n t i t y  was o r d e r e d  and  h a s  b e e n  r e c e i v e d .  A s  o f  December 
31 ,  1980 ,  t h e  t o t a l  amount h a s  b e e n  d i s t r i b u t e d .  The s u b s i d i e s  f o r  
t h e  t o t a l  amount were a l l o c a t e d  by t h e  M i n i s t r y  o f  F i n a n c e .  

I n  Augus t ,  two s e m i - p r i v a t e  s e c t o r  o r g a n i z a t i o n s ,  t h e  
E g y p t i a n  A g r i c u l t u r a l  O r g a n i z a t i o n  (EAO) and  t h e  H o r t i c u l t u r a l  Union 
(HU), were o f f i c i a l l y  n o t i f i e d  t h a t  t h e y  would b e  a l l o w e d  t o  h a n d l e  
1 5 0 , 0 0 0  MT of  f e r t i l i z e r  and i t  was announced  i n  t h e  C a i r o  p r e s s  
t h a t  t h e  p r i v a t e  s e c t o r  would be a l l o w e d  t o  i m p o r t  400 ,000  MT o f  
n i t r o g e n  f e r t i l i z e r .  Bo th  q u a n t i t i e s  would be f o r  s a l e  a t  o n e - h a l f  
of  t h e  no rma l  s u b s i d y  p r i c e .  The GOE c o n f i r m e d  t h a t  f u n d s  f o r  
s u b s i d y  amounts  had been  a l l o c a t e d .  

P r o g r e s s  by t h e  p r i v a t e  and s e m i - p r i v a t e  s e c t o r s  f o l l o w i n g  
t h i s  e n c o u r a g i n g  b e g i n n i n g  h a s  been  s low.  The GOE d i d  a u t h o r i z e  t h e  
payment o f  one -ha l f  t h e  r e g u l a r  s u b s i d y  amount on 5 , 0 0 0  MT which  a 
p r i v a t e  s e c t o r  f i r m  had i m p o r t e d  j u s t  p r i o r  t o  t h e  f i n a l i z a t i o n  o f  
t h e  CIP ag reemen t .  But  t h e  p r i v a t e  s e c t o r  h a s  p roved  r e l u c t a n t  50 

engage  i n  f u r t h e r  f e r t i l i z e r  i m p o r t s .  T h e r e  were  s e v e r a l  
a p p l i c a t i o n s  f o r  a u t h o r i t y  t o  i m p o r t  f e r t i l i z e r  b u t  t o  d a t e  o n l y  
25 ,000  MT are a c t u a l l y  u n d e r  p r o c u r e m e n t .  Reasons  f o r  t h e  
r e l u c t a n c e ,  a s  i n d i c a t e d  by a USAID s u r v e y ,  i n c l u d e :  ( a )  i n i t i a l  
u n c e r t a i n t y  o v e r  t h e  s ize  and t i m i n g  o f  t h e  s u b s i d y  paymen t ;  ( b )  new 
r e q u i r e m e n t  f o r  a n  a d v a n c e  d e p o s i t  o f  40% imposed on  "own" e x c h a n g e  
i m p o r t s  ( a c c o r d i n g  t o  t h e  GOE t h i s  c a n n o t  be r e d u c e d ,  and  means :hat 
i m p o r t e r s  must  h a v e  s i z a b l e  c a s h  r e s o u r c e s  o r  c r e d i t  a v a i l a b i l i t y ) ;  
( c )  u n c e r t a i n t y  o v e r  t h e  l e n g t h  of time t h e  program w i l l  b e  
c o n t i n u e d  -- i m p o r t e r s  i n d i c a t e  t h a t  p a r t i c i p a t i o n  would n o t  b e  
w o r t h  t h e  e f f o r t  if t h e  program is  t o  b e  d i s c o n t i n u e d  a f t e r  a s h o r t  
time o r  a  f ew  t r a n s a c t i o n s ;  ( d l  d i f f i c u l t y  i n  e s t a b l i s h i n g  
r e l a t i o n s h i p s  w i t h  e x p o r t e r s  -- r e l a t e d  t o  ( c )  a b o v e ;  ( e l  c o m p l e x i t y  
o f  managing f e r t i l i z e r  i m p o r t a t i o n  and d i s t r i b u t i o n  -- a n t i c i p a t e d  
p rob lems  i n  p o r t  c l e a r a n c e ,  o b t a i n i n g  n e c e s s a r y  s t o r a g e  and  
a r r a n g i n g  r e t a i l  o u t l e t s ;  ( f )  i n a d e q u a t e  i n f o r m a t i o n  o n  t h e  m a r k e t  
-- t h e  p r i v a t e  s e c t o r  d o e s  n o t  h a v e  b a s i c  i n f o r m a t i o n  on  p r i c e  
s t r u c t u r e  and  p o s s i b l e  demand g i v e n  b a l c k  m a r k e t  and f u l l y  
s u b s i d i z e d  q u a n t i t i e s  a v a i l a b l e ;  and  ( g )  need t o  o b t a i n  f o r e i g n  
exchange  o n  open  m a r k e t  a t  h i g h e r  t h a n  o f f i c i a l  rate -- a g a i n  
relates  t o  m a r k e t  u n c e r t a i n t y  a n d  p r o f i t  marg ins .  



A t t e m p t s  by t h e  s e m i - p r i v a t e  s e c t o r  o r g a n i z a t i o n s  t o  i m p o r t  
t h e  1 5 0 , 0 0 0  MT h a v e  n o t  y e t  b e e n  f o r t h c o m i n g .  T h i s  seems t o  be :he 
r e s u l t  of  t h r e e  f a c t o r s :  ( a )  t h e  EAO was d e s i g n a t e d  t o  h a n d l e  a l l  
i m p o r t s  f o r  i t s e l f  and t h e  HU b e c a u s e  o f  p r e v i o u s  i m p o r t  e x p e r i e n c e  
and  b e c a u s e  i t  would q u a l i f y  f o r  a n  e x c e p t i o n  t o  t h e  d e p o s i t  
r e q u i r e m e n t  -- t h e  HU t h u s  is  d e p e n d e n t  o n  t h e  EAO f o r  s u p p l i e s ;  ( b )  
t h e  EAO had  p r e v i o u s l y  i m p o r t e d  3 0 , 0 0 0  MT o f  f e r t i l i z e r  f o r  s a l e  a t  
l e s s  t h a n  t h e  f u l l  s u b s i d y ,  b u t  b e c a u s e  of  d i s t r i b u t i o n  and  t y p e s  o f  
f e r t i l i z e r  p r o b l e m s ,  i t  h a s  been  u n a b l e  t o  d i s p o s e  of  t h e  e n t i r e  
q u a n t i t y .  The EAO d o e s  n o t  w i s h  t o  i m p o r t  a n y  a d d i t i o n a l  amoun t s  
u n t i l  on-hand s t o c k s  are s o l d ;  and  ( c )  t h e  need  t o  c l a r i f y  t h a t  t h e  
COE would p r o v i d e  o f f i c i a l  f o r e i g n  exchange  f o r  t h e  i m p o r t a t i o n  
r a t h e r  t h a n  o n l y  f a c i l i t i e s  -- t h e  p r o v i s i o n  of  f o r e i g n  e x c h a n g e  
would a l l o w  a r e d u c t i o n  i n  p r o c u r e m e n t  c o s t s  a n d - c o n s e q u e n t l y  a sa le  
p r i c e  o f  r o u g h l y  L.E. 1 0 0 / t o n  o r  down t o  a l e v e l  whe re  t h e  EAO f e e l s  
sales would b e  f o r t h c o m i n g  f o r  t h e  t y p e s  o f  f e r t i l i z e r  b e i n g  
c o n s i d e r e d .  The EhO h a s  a g r e e d  t o  p r o c e e d  w i t h  a 1 0 , 0 0 0  MT 
p r o c u r e m e n t  o n c e  t h e  f o r e i g n  e x c h a n g e  is  p r o v i d e d  b u t  t h e  f i n a l  
a r r a n g e m e n t s  r e m a i n  t o  b e  worked o u t  w i t h  t h e  M i n i s t r y  o f  F i n a n c e  
and t h e  C e n t r a l  Bank. 

I n  r e t r o s p e c t ,  it a p p e a r s  t h a t  t h e  o v e r a l l  s l o w n e s s  i n  
i m p l e m e n t a t i o n  stems f rom i n a d e q u a t e  USAID and COE s t a f f  work o n  t h e  
f e a s i b i l i t y  o f  t h e  program combined  w i t h  t h e  m u l t i p l e  o b j e c t i v e s  
i n v o l v i n g  s e v e r a l  o r g a n i z a t i o n s ,  e a c h  w i t h  a s l i g h t l y  d i f f e r e n t  
p e r s p e c t i v e .  A d d i t i o n a l  s t a f f  work c o u l d  h a v e  p e r h a p s  d e t e r m i n e d  
some of  t h e  c o n s t r a i n t s  t o  p r i v a t e  s e c t o r  p a r t i c i p a t i o n  a l l o w i n g  
a d d i t i o n a l  m e a s u r e s  t o  a l l e v i a t e  t h e s e  c o n s t r a i n t s  t o  b e  d e v e l o p e d .  
S i m i l a r l y ,  i t  is n o t  c l e a r  t h a t  t h e  r e l e v a n t  l e v e l s  of  t h e  GOE were  
f u l l y  aware o f  t h e  m a g n i t u d e  o f  t h e  c o s t s  i f  t h e  f e r t i l i z e r  i m p o r t  
p rog rams  were  f u l l y  implemented .  The c o s t  i n  f o r e i g n  exchange  wculd  
exceed  $150 m i l l i o n  and  t h e  s u b s i d y  would t o t a l  r o u g h l y  $90 
m i l l i o n .  F o r  a n  a d d i t i o n a l  $50 m i l l i o n  i n  CIP f u n d i n g  t h i s  i s  
p e r h a p s  a h i g h  p r i c e  t o  pay.  More s t a f f  work migh t  h a v e  c l a r i f i e d  
t h i s  p o i n t .  

The m u l t i p l e  o b j e c t i v e s  i n v o l v i n g  s e v e r a l  o r g a n i z a t i o n s  a l s o  
make some a d d i t i o n a l  s l i p p a g e  a l m o s t  i n e v i t a b l e .  C e r t a i n l y  t h e  
complex package  i n c r e a s e d  t h e  p o s s i b i l i t y  t h a t  q u e s t i o n s  o r  
a c t i v a t i o n  d i f f i c u l t i e s  would a r ise  d e l a y i n g  o r  s l o w i n g  t h e  e n t i r e  
program. Many of t h e  d i f f i c u l t i e s  seem t o  r e f l e c t  t h e  n a r r o w  
p e r s p e c t i v e s  o f  t h e  i n d i v i d u a l  o r g a n i z a t i o n s  i n d i c a t i n g  a l a c k  o f  a n  
o r i g i n a l  c o n s e n s u s .  The M i n i s t r y  o f  A g r i c u l t u r e  ( M O A )  was 
i n t e r e s t e d  i n  a d d i t i o n a l  f e r t i l i z e r  t o  b o o s t  p r o d u c t i o n  b u t  n o t  t o  
t h e  e x t e n t  t h a t  t h e y  were w i l l i n g  t o  p u s h  t h e  EAO o r  t h e  M i n i s t r y  o f  
F i n a n c e  (MOF) v e r y  h a r d  o n c e  p r o b l e m s  became e v i d e n t .  T h i s  c a u t i 3 n  
p r o b a b l y  r e f l e c t e d  d i s a g r e e m e n t s  i n  t h e  MOA and a  s e n s i t i v i t y  t o  t h e  
" b i g g e r "  p i c t u r e  w i t h  b o t h  t h e  MOF and  t h e  E g y p t i a n  f a r m e r s  o v e r  t h e  
a c t u a l  m a r k e t  f o r  h i g h e r  p r i c e d  f e r t i l i z e r .  The EAO is 
u n d e r s t a n d a b l y  c o n c e r n e d  w i t h  t h e  sale  o f  its e x i s t i n g  f e r t i l i z e r  



s t o c k s  b e f o r e  i m p o r t i n g  new q u a n t i t i e s .  A s  l o n g  as  t h e  EAO d o e s  
move t o  i m p o r t  f e r t i l i z e r ,  t h e y  h o l d  a b a r g a i n i n g  c h i p  f o r  
a d d i t i o n a l  GOE a s s i s t a n c e  i n  moving t h e  o l d  f e r t i l i z e r ,  p e r h a p s  i n  
t h e  form o f  a d d i t i o n a l  s u b s i d y  payments .  The MOF is c o n c e r n e d  w i t h  
t h e  c o s t s  o f  t h e  program t o  t h e  GOE, and  p e r h a p s  t h e  p o l i t i c a l  
i m p l i c a t i o n s  o f  h i g h e r  p r i c e d  f e r t i l i z e r ,  and  t h e r e f o r e  is n o t  
unhappy if t h e  program moves s l o w l y .  

R e c e n t l y ,  i n  a f u r t h e r  e f f o r t  t o  s t i m u l a t e  t h e  p rog ram,  
ag reemen t  w i t h  t h e  MOA h a s  b e e n  r e a c h e d  t h a t  f e r t i l i z e r  i m p o r t e d  
u n d e r  t h e  f e r t i l i z e r  u n d e r s t a n d i n g s  w i l l  b e  s o l d  a t  50% a b o v e  t h e  
r e g u l a r  s u b s i d i z e d  p r i c e .  The e f f e c t  o f  t h e  new a g r e e m e n t  would be  
t o  l o w e r  t h e  sales p r i c e s  o f  f e r t i l i z e r  u n d e r  t h e  program by 
10-205. T h i s  m o d i f i c a t i o n  t o  t h e  o r i g i n a l  o n e - h a l f  s u b i s d y  
a g r e e m e n t  would r e t a i n  t h e  m u l t i p l e  o b j e c t i v e s  t h e r e o f  w h i l e  
a d d r e s s i n g  t h e  c o n c e r n  r a i s e d  by b o t h  p r i v a t e  and  s e m i - p r i v a t e  
s e c t o r  o r g a n i z a t i o ' n s  t h a t  o n l y  l i m i t e d  demand e x i s t s  f o r  f e r t i l i z e r  
a t  t h e  o n e - h a l f  s u b s i d y  p r i c e .  Whe the r  t h i s  c h a n g e  w i l l  b e  
implemented  d e p e n d s  o n  t h e  w i l l i n g n e s s  o f  t h e  MOF t o  g o  a l o n g  w i t h  
t h e  p r o p o s a l .  ~ h e s e  n e g o t i a t i o n s  are u n d e r  way. 

I n  t h i s  s i t u a t i o n  t h e r e  seems t o  b e  s e v e r a l  o p t i o n s  f o r  
1981.  The most  o b v i o u s  would b e  t o  abandon  f u r t h e r  e f f o r t s  t o  
o b t a i n  a n y  o f  t h e  m u l t i p l e  o b j e c t i v e s  o r i g i n a l l y  s o u g h t .  A s e c o n d  
would b e  t o  c o n t i n u e  t o  p r e s s  f o r  c o m p l i a n c e  w i t h  t h e  1980  a g r e e m e n t  
f o r  a n  a d d i t i o n a l  time p e r i o d  o r  a t  l a s t  u n t i l  some s i g n i f i c a n t  
q u a n t i t y  o f  h a l f - s u b s i d y  f e r t i l i z e r  was p l a c e d  on  t h e  m a r k e t .  A 
t h i r d  would b e  t o  p r o v i d e  a d d i t i o n a l  r e s o u r c e s  t o  c o n t i n u e  t h e  
f e r t i l i z e r  program t o  r e f l e c t  t h e  c o n t i n u i n g  USAID b e l i e f  t h a t  t h e  
o r i g i n a l  o b j e c t i v e s  are  w o r t h  p u r s u i n g  and  t h a t  a d d i t i o n a l  
f e r t i l i z e r  u s e  is  a n  e f f e c t i v e  means t o  a h i g h e r  p r o d u c t i o n .  

We rcommend t h e  t h i r d  o p t i o n  w i t h  more l i m i t e d  o b j e c t i v e s  
t h a n  were a p a r t  o f  t h e  1980  a g r e e m e n t .  S p e c i f i c a l l y ,  we would 
f o c u s  o n  a modes t  l e v e l  o f  c o o p e r a t i v e  and  s e m i - p r i v a t e  s e c t o r  
i m p o r t s  f o r  sale a t  a l o w e r  s u b s i d y  l e v e l .  We would c o n t i n u e  t o  
p r e s s  f o r  c o m p l i a n c e  w i t h  t h e  1980  u n d e r s t a n d i n g  r e g a r d i n g  p r i v a t e  
s e c t o r  i m p o r t s  b u t  w i t h  less v i g o r .  



ANNEX C 

TRADE FINANCING FACILITY 

An amount o f  $25 m i l l i o n  o f  g r a n t  f u n d s  a u t h o r i z e d  under  t h e  
FY 1981  CIP w i l l  be s e t  a s i d e  t o  p r o v i d e  p a r a l l e l  f i n a n c i n g  w i t h  
o t h e r  f i n a n c i a l  i n s t i t u t i o n s  f o r  i n t e r n a t i o n a l l y  c o m p e t i t i v e  i m p o r t s  
o f  U.S. s o u r c e  and o r i g i n  i n  o r d e r  t c  p r o v i d e  a  package o f  c r e a i z  
terms which cc::?sre f a v o r a b l y  w i t h  c r e d i t  t e r m s  o f f e r e d  b : ~  f o r e i , :  
f i n a n c i ~ g  f - z i l i t i e s  f o r  c o m . c a i t i e s  :" o t h e r  t h a n  U.S. s o u r c e  ar.6 
o r i g i n .  

The Government of Egypt (GOE) w i l l  be r e q u e s t e d  t o  su rvey  
p r o s p e c t i v e  i n t e r n a t i o n a l  p rocurements  t o  d e t e r m i n e  whether  U.S. 
s u p p l i e r s  c a n  o f f e r  t h e  d e s i r e d  commodity. If it  i s  de te rmined  t h a t  
t h e  U.S. i s  a n  a p p r o p r i a t e  s o u r c e ,  t h e  GOE may c o n s i d e r ,  w i t h  USAID 
a p p r o v a l ,  u s e  o f  t h e  CIP t r a d e  f i n a n c i n g  f a c i l i t y .  

Because t h e  d e c i s i o n  t o  u t i l i z e  f u n d s  under  t h i s  s e t  aside 
program w i l l  be de te rmined  o n l y  a f t e r  comple t ion  o f  i n t e r n a t l c r l a ~  
e v a l u a t i o n ,  t h e  p r o c e d u r e s  o f  p rocurements  w i l l  come from normal COF 
Procurement P rocedures  i n  l i e u  of  t h e  A . I . D .  R e g u l a t i o n  1 p r o c e a ~ i - e s  
fo l lowed  under  t h e  normal CIP program. T h i s  p r i n c i p l e  w i l l  be s c t  
f o r t h  i n  t h e  P r o j e c t  Agreement. 

D e t a i l e d  Procedures  f o r  u t i l i z a t i o n  o f  t h i s  t r a d e  f i n a n c i n g  
f a c i l i t y  w i l l  be de te rmined  by agreement  between t h e  G O E  and USA12 
and w i l l  c o v e r ,  a t  a  minimum, t h e  f o l l o w i n g :  

1. I n i t i a t i o n  o f  p r o p o s a l s  t o  u t i l i z e  t h e  fund 
2. Not ice  r e u i r e m e n t s  
3. Requirements  f o r  c o m p e t i t i o n  
4. Treatment  o f  u n s o l i c i t e d  p r o p o s a l s  
5. P r i c e  t e s t s  
6 .  C o n t r a c t  p r o v i s i o n s  
7. Commodity e l i g i b i l i t y  

I n  a d d i t i o n ,  t h e  p r o c e d u r e s  w i l l  t a k e  i n t o  accoun t  the 
requ i rement  f o r  c o o r d i n a t i o n  w i t h  t h e  U.S. Exper t - Import  Ban& 3 r : j 2  

o t h e r  c r e d i t  s o u r c e s  and o b l i g a t i o n s  t h e  U.S. may have  under  t ; , :  
Bern Agreement c o n c e r n i n g  mixed c r e d i t s .  
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Arab Re >ublic a f  Egypt b Deputy z i n c  bn in i s t e r  
f o r  Economic 2nd 

Financia! A f f a i r s  

C i r c u l a r  # 14 of 1980 
b e n d i n g  Circular  # 8 of 1978 

Covering Use of U.S. Coormodit:~ Loans 
9y t h e  P r i v a t e  Sec tor  

1. I n  o rde r  t o  encourage t h e  Egyptian p r i v a t e  s e c t o r  

t o  c o n t r i b u t e  rb t h e  boost ing of t h e  developniqlt i n  

'con?ormity with - t h e  p r i o r i t i e s  s e t  by t h e  S t a t e ,  ' the 

E g y p t i a n  p r i v a t e  s e c t o r - i s  al lowed t o  use ounla of money 
. . 

of the  U.S. Comodity Loans allotred t o  t h e  p r i v a t e  s c c t o r  

engaged in t he  fol lowing f i&Lc?o: 

a .  Production ( f o o d s t u f f s  - a g r i c u l t u r e  - I r . r i g a t i o ~ -  

i n d u s t r y )  . 

b. Product ion services ( t r a n s p o r t a t i c n  - n-ecr~s of 

. c o m u n i c a t i o n  - hous ing - r c k n b i l i t a t  i z c  - csnsrr i . , : :  r .~:: - 

u t i l i t i e s  - r o a d s ) .  

T rade  (comodf t i e s  designed 

a s  pe r  tt.e a t t ached  l i s t )  

d .  Product ion s o c i e t i e s  - product ion  c o o p ~ r a t i v e s -  

p r i v a t e  hosplfals. 

e .  P r i v a t e  encrepreneurs  ( e . g . ,  d o c t o r s ,  cngineer.1, 

accountan ts ,  a g r i c u l t u r i s t s ,  e t c . )  

. . 
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2 The said loans finance the import of capitol and 

intermediary commodities ( raw materials and spare parts, ~ i - o r  

cspdta? gocds).Thcy do not finance luxury or kccsurcr  .J ~ o o ( l : :  

cr foodstuffs or complcte projects, nor do thcy fLnnncc 

goods for re-exportation in their same conditjx but 

they ~ u s t  form conponente of the'finul prodact. 

* 

3. The importer must have a commercial repister. number 

and a taxation card, and the lctter shall sufficc in 

. thg case of private entrepreneurs. 

4. The Public Sector's commercial and specializ2d bnn>.s 

which are allotcd sums of money of the U.S. Corniodi ty  Loncs 

as well as  E e y p t i a n  and joinr banks (throug!.) th: Public 

Scctor's c'om.ercial banks), are authorized r o  re-lorn; the-  

to t h e i r  cleints in t h c  Private Sector referred to above.  
I 

9 
These loans are uscd for finar-cing those conn~dities whlL:!; 

? l a y  an active role in boosting development. 

5. The public s ec to r  comcrical and specialized bncl- :s 
. - 

si-;all be indebted to t h e  Kinistry of Finance f o r  ti:? a;.g.-n4: 

uscd cf such loans advonccd to their Private Sector 

t'lients and t h c y  sknll bc oblisatcd to pay thc Xinisir;: 

of Finance account with the Central Bark 25" b f  t h e  z n o : s r  

of tk .c  l e t t e r s  of credit opened against tt:c C . 5 .  c o ~ x o d - i r , ;  

loans in sccordance with the  povtcd rates of ei:cha~.ge 0 ; .  :!-. . 
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d a t e ,  and the c l i e n t  s!;all a loo  be o b l i ~ n t c d  t o  s e t t l e  

t h i s  pe r cen t age  as  a d e p o s i t  i n s t a l m e n t  i n  Z i ; y ~  t ian currcr-L , 

. x d  on t h e  s t r e n g t h  of t h e  s a i d  rates of exc? ,nr ;~c .  

5 .  The , P u b l i c  S e c t o r  cormerc io l  and spcciti1izt:d b3nk.s 

j h a l l  s e t t l e  the outstanding balaccc (752) of t h e  cos t  of 

each shipment t o  t h e  M t n i s t r y  of Finance  accoua t  wit?. . 
t h e  Central  Bank. Likewise ,  t h e  c l i e n t  s h a l l  settle t h e  

c u t s t a n d i n g  balance of  t h e  c o s t  of  eve ry  ehiprreflc t o  t! 2 

. s a i d  backs w i t h  a maximum of  t h r e e  (3)  y e a r s  with r e s p e c t  

t o  commodities and s e r v i c e s  imported by t h e  p roduc t i on  

s e c t o r f o r  i t s  own u s e ,  and two ( 2 )  y e a r s  w i th  r e s p e c t  t o  

tk.e c o m o d i t i e s  iniportcd f o r  r e - s a l e ,  p r o v i d ~ d  t h a t  s e t t  l n r z t  ::: 

t e  e f f e c t e d  by e q u a l  annual i n s t a l r n e n t s ,  

7 .  The P c b l i c  S e c t o r  c o m e r c i a 1  and s p e c i a l i z e d  banks 

; ;>a l l  remit i n t e r e s t  payments t o  t h e  Miniatry of Finonce  

account  w i th  t h e  Central Bank w i t h  r z s p e c t  of t h e  o u t  dtr;:.dI.:;i; 

t , i l i ~ n c a  st  the  r a t e  of  6:: per  annum f o r  c.mm;ldi;-ies :1r:1 L L r 7 : - r . : . j  

'I - i q c r t e d  Sy t h e  p roduc t i on  s e c t o r  f o r  .its om u s e ,  an:: 1 .  

?er a n n u n  f o r  c o m o d i t f e s  i m p o r t e d  f o r  r e - s a l ~ ~ ,  u n  c c : ~ d ; t ; c . .  

tk.at kanks charge t h e i r  c l i n n t  e upon re-advanc in? Ic13115 

tkc snma' i n t e r e s t  r o t e  t h 3 t  t h c  M i n i s t r y  or' Finance rc~eI . : i . :  

p i t s  bank ing  comiss i6ns  i n  accordance  w i t h  t c r i f f  pricec; 

of  chc bcinking s e r v i c e s  of c o m ~ e r c i a l  banks e:tni:liBhec! 

by tke C 2 n t r a l  Sank. 
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. . 
8.  I n  the  event of such b a n ~ s  providiog crcdli l - , L c l l i - i i . =  C .. 

to clients for settlinp t h e  do*m, payncnt o r  t i s4:  ir,s:alz:en::; 

on their due  dates,  they s h a l l  charge  i n t s r c s r :  s -cardln; :  

- t h c  Intcrcs t  rote chart valid a: t h e  t i c ~ r ? .  ,1c1:3 1. . I \ .P  

t ! .e  discretion t o  grant t h i s  f a c i l i t v  or c o t  ir thc L i ~ t ' : :  

cf t h e i r  evaluation of the c l i e n t s  financial yusi~ior., 

cr lJ-: i3cd t h a t  I t  ol:all havd KO bearin:; on c h l ~  cow~ne rc i a l  

a::> s p c c i a : i z e d  banks c o - 3 . i t n e n t  r3 t h e  ??in l r t  - .p o f  Fi!:;lzct: 

- .  - .  . The \?alFdity of the inzerest  2r.? t h e  i . t h c  

- .  ~ ~ r s f  in~talnenr a s  well as the followir:g ir. . ;r.:in:;-ztc c <  

:!:c oututnnciing balance s : ~ u l l  s t a r t  c:fc.:ti.:.. ; 1.c- ~!ti::c 

of LSAID's sc t t l en :cn t  o f  t h e  corlc~cjdit i e s  c ~ r t  ' 1. : 1 ~ - ' 7 ;  - i  .::. .. 

(. . .. . 1 ....... :O t h 2  l o a n ' s  accou:?t. Tb.iS f.5 ir! respec,r.. . 8.:: t i i c  

i n t e r e s t  due by the hanks to thc i,iir:ist:y of ; 'ir.,~r.ce LI-- 

1 :  t h e  client to t h e  bank. The t r : ? l x r s t  rind t1.t. Frsralr ; .c . r . t : .  

s t a l l  be calcu!a:ed i n  E g y p t i a n  currc7,cy on ti.: b.:sis r f  

t k a  p o s t e d  rates  of on the datc  of s e . c t l c c e n t  

: j . A I r ?  of t k o  c o s t  of c c m o d i t i e s  by d e b l t i r r ~ .  :=c t o  r_-?.e 

. . 12an's account .  The coamercial and spe;iallrc:. oo:~ks  

s h a l l  ask the bnnks a5rond and TJSAIDiCeiro r e ? r  ?:;ci7tz;t l .:c 

: o  advtse them inmedia te ly  of the d ~ t c s  of sett:i::acnt c f  

e t . ~ ?  l e t t e r s  of c r e d i t  by debiting same to t k a  Loan's 

~ c c o u n t  . This f s carried out tn or3f:r so eh:\t:c fLx:.:y 

. . t l . . ~  dates o n  which the  l n t e r c s t  and in~ta l r ; . ,en i : s  ':;kiol.:. f ;l: 
, . 

. ! ~ e  withcut d e l a y .  
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10.  The public sector commerct~l and speciali-cd banks 

shall authorize the Central Bank to debit the . i r  accounts 

for the  amount of interest  and instalmentn 2uc :>ereby 

to the Wfnistry of Finance. And a l s o ,  supply t he  1 : l t te r  

(the General Administration for Financing onci . f.oans) with 

s copy of t h e  authorization shotding t h e  de ta i l s  related 

to the letter of credit m d  the amount of t h e  D i l l  3f 

Lading d e b i t e d  thereto. (co the letter of credit) and t h e  

d a t e  of t f t s  debiting to the loan's acccunt. 

-. 
11. The Z . S .  comcdity loans are not generall'). a v a i l a b l e  

to conpanies established under Law 4 3  of ITii, cxcepi f o r  

companies which produce iaport subst~:vce; and 

,,>ta!n t h e  aprcerncnt of t h c  Ministrv ;sf E c ~ n , - : ? y  

12. Those wishing to u t i l i z e  t h e  I:.:. C o m o d i r y  Loans f o r  

t h e  j r f v o t e  sector shall npply  direcLly to LelA:i.~ fl,r f i r . i . : ~ c . ~ ~ .  - --L? 

r inports. The banks s h n u l d  sec:irz t 5 e  El ; : .~ i s t ry  

of Economy's cocserrt !The I n t e r n a t i c n a l  Coc:p~ . :  . c io r .  S i ? c t ~  :-; 

i n  the event t h c  sum of money requested ex.:ce*is  $500,0243. 

1.3. N o  s i n g l e  client may be allowed t o  use t:::~:: of  



4 ,  No single c i i d n t  shall be allowed to use scms cf 

money exceeding $1,000,000 within 12 !nonths Ercic ~:.c l x t :  

of openfng the f i r s t  letter of credit .  

1 5 .  Each 01' the f o l l  owicg shall be c ~ ~ n s f d e r e t ?  . znc 

clfent when c a l c u l a t i n g  t h e  maxiwum cf t h e  1 3 1 2 ~ s  C: zicne:l 

tc be advanced to ti clfent under clauses 13 and I 4  of . 
:!.is circuiar whether either or both ~f them i i p i ? ly  for 

banefiting by such loans: 

A. Xatural person wko is mem5er of o ;>ar~ni.r.st..ip 
-. 

anl :he company i t s e l f .  

B .  A p a r t n e r s h i p  and a n o t h r  p a r t n e r s h i p -  ,.,f t;k.tcii c5i: 

forzcr  is o mcaber. 

C. Natural person an2 rncmbers of h i o  fmi ly l ~ p  

t o  t h e  f o u r t h  kin. 
1 

1 A ; c .  The b,irik shzll s s k  the client cc ?resent rl?rec ( 3 )  

- - 
L J :  ~ e r s ,  less- by ( 3 )  U.S. s u ? p l i e r n  of tt: ~ . m r n c ~ d - - t  j l .  

J 

C .  t~ ic imported, an2 I: statement s t . . owin~  su~:h cfF.-.r:; - > ~ ; 3  , :  - . ' 
c l  i?:its recozriendnt i o n ,  unless tFL<? U S A I D  R e ; ; u I a ~  Lo:! 1 

sllows for otherwise. 

1 7  . I .  The bank shall forwnrd n copy of such o f f e r ;  a c d  

cf the statencnc referred t o ,  t o  IJSALD. /Cairo 

1 8 .  USAID/Cairo shall furnish banks u f t h  n 1L::t of  t k e  

t'. S. Comdot  i e s  a 1  loued t o  be exported a b r o a d  . C n u ~ s i d c  :!,c 
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YS.4) thraukh U S A 3  f inanc! ng , i~nd xi!: t, an:] ;iIT.(:.B~..:~cl\ r: s 

1 t o  bi\~ i n t r a d u c e d  tkereto, and chi\ br.;~!::.; :;ha1 1 . l :? '::)I. ,:.. 

.c;  ( i f  t ' '.! 5 t : ~ :  CL?  o:)cr. c r e i i i t s  tot t h e  in.rai.t.3: '.I:Z 3 ;  ~ ~ ; 1 - . ~ - -  

::;-,,:inst :he 1:. S .  i d  ; . t'lic j. r i.:;ite cf. .c; ;r  

: - r t c r  thnr: t h o ~ e  I:;c;cdcJ ir: t h e  :i.ll.i ' '  . CL!;;~ G: 

,. ,.,:e 1 rclrva~lr:  f,,rrn s h a i l  be f o r ~ c ~ d i . c !  ti: !;Sr\IP,'Cziro fL>r 

c t .ecking  and approval p r i o r  to opt?r:< np, the  Le t .  L ::r of C - , z d :  L . 

i9. hp7rovals is.sued by  t h e  Xinistr:: of Econury o r  chc. 

. . r e ~ : c u i l  r.:iy be cans idc r ed  S C Z O L - C X I V ,  I.C> e a c h  ; : ; , : ;c  ,.~',!:h 

:- - ,  , .c-,l.ti',. SUb-.; ,..., ts s g c ! ~  a rcc:uer;t ;it !t',3t f i i ' t c : i n  ( i 5  j 

.! .;I: .S BcEorc tile c?:pira:.iL~r. d a t e ,  .. 

. . 3 *\, .. . . T:lp p u b l i c  s c ( : t i r  cor:a:ercLL~i ;it12 : L ; ) c c i , i ~  2.;.  n-.f: k. .:!:I. .; 

... ....;. . . . roc i s s u p  . 1c:tpr 3f  r r e i l i t  5 ~ : -  i:r. jV : \c,":~c~T, >:-!.(.I. ck. TI 

. . 
t k c  inc i n  wt::.osc- r::;nc t h e  prcf3r.r.a i . i : y . : \ i r . >  i s  !.F.:I:~!J.; 5 . :  

. . 5 , 1 i . ?'l..c b , ~ : ~ i < s  ;I;.L. n:i t 2!.it:,L!: i :C *.I 7 0  .2.:.L-: i 

n r ) .  Ic:.cer of credit in a rranncr c o n t r a r y  t:) t ! : ~  ~r3f:j;.;..il 

. ' F . \ * c ~ ~ c P  Cxc.epc within the  limit t: o f  Chc m;no: 'ti?l-1121 c : : i l  

." : ..: t t Lor.!: w h i c ! ~  : n i g l~c  5e c>;peb ie [ l c  t o  i t , ? t o  ri:e 

ixp~rtatian process  ai l-eady ;l;~;ro.,:ec!, L-hich ca;.I n::,t l e  

: r 2 n s f e r r e d  t o  .I c ; : i r d  rzrt:!. 
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. . and reimburse the cost t o  the loan's accoant , .;t!vi,;lr:y, 

t h e  3 j n i s t r y  c f  Econmy t o  look i n t o  d e p r i v ~ n ; !  h i 3  of 

b e n e f i t i n g  by such loans i n  f u c u r e .  

2 6 .  The banks  which opened the letters of c s c t i r  

covering thcsc loons shall be responsible  i ~ . f o l . l o w i n , :  
0 

the rules and regulat ions  s p e l l e d  out i n  t h i n  c i r c u l ~ r  

without breaching of the standing ru le s  a r ~ J  ' r cgu la t i cns  

. o i  thc import c~crations. 

. 
? ? .  TL:c rulcs s e t  f o r t h  i n  t h i s  c i r c u l ~ r  .;i 3 1 :  a;)p!y 

to  the  l e t t e r s  of credit to be  opened nftc--  ' ~ b c  

d s t c  of i t s  issuance and a l l  ccntrary rule; a r c  hereby 

o h r o g o t e d  in r e s p e c t  to such c r c d i t ~ .  . . 

Deputy Pr ime  !.!ini:.; :.cL- 

for Economic and Ti .nr rc ia l  

A f f a i r s  (SgJ.) . ' 
Dr. Abdel P.azig .!.kGe'l E:r?l;ulrl 
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L i s t  of t h e  Connodi t ios  Suitable f o r  I ? i ~ n n c i n g  

Fron t h e  V . S .  C o m o d i t i e s  Loans Fc,r Trad.l.r;: 

1.  Lumber for c o n s t r u c t i o n  and light c a r p e n t r y  industr;, . 

2 .  LPrget.abies s e e d s .  

3 . .  :Jood pulp. 

4 .  I n s r e d i e n t s  of  animal fodder. 

5 .  S t e e l  rails, excep t  r e i n f o r c i n ~  i r o n  ber - s t c e l  f r c ~ .  2 7  
0 

nnd s t e e l  52 - dimensions 16 t o  7e m s .  

. Cold sccragc cqcipmeat  and i t s  spare  parts. 
-. . Hand, e l e c t r i c  o r  d i e s e l  o p e r a t e d  Tools .' . * 
8 .  I r r i s a t i o n  pumps or s p r i n k l e r  i r r i g a t i o n  c.qcip;nent. 

3 .  Equi?ment for c l c c t r o n l c  computers. 

0 .  Welding equipment. 

1 - . .Cranes and l i f t s .  

- - - - .  Telephone suitch-boards. 

. -. 1 . . Cons truccior, equipment  f o r  d!yging and l c ~ ~ c  lr[;. t 3 e  : i b -  : , 

3:; well a:; rciic! c o n s t r u c t i o n ,  and t - he i r  s-;rl-! ; ,a r t '  

( E a r t h  Yovine Equipsent) . 
1 -'. . : c d i c ~ 1  i l t ~ c i  lilbcra:i7ry c q u i p r n c l ~ t .  

1 c 
A ,  1-ieasurin,", t-es ting end c o n t r o l  ir,fitr~:::!e.~ts. 

i 5 .  rubber tires c t h e r  t han  the 1'ril~et.e Cars  8 i r . i . s .  
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ANNEX E  

ANALYTICAL NOTE ON INFLATION I N  EGYPT 

It s h o u l d  be  emphas i zed  t h a t  t h e  i n f l a t i o n  r a t e s  d i s c u s s e d  i n  
t h e  t e x t  measu re  i n f l a t i o n  o n  t h e  b a s i s  o f  t h e  1 9 6 6 / 6 7  o f f i c i a l  
consumer  p r i c e  i n d e x  ( C P I ) .  I n  t h i s  i n d e x ,  a b o u t  o n e - t h i r d  o f  t h e  
t o t a l  commodity w e i g h t s  r e p r e s e n t  p r o d u c t s  which  a r e  s u b j e c t  t o  
o f f i c i a l  p r i c e  c o n t r o l s .  These  p r o d u c t s  i n c l u d e  f o o d s t u f f s ,  r e n t s ,  
mos t  e n e r g y  p r o d u c t s  and  many non-food consumer  p r o d u c t s .  The 
e x i s t e n c e  o f  p r i c e  c o n t r o l s  c r e a t e s  p r o b l e m s  f o r  m e a s u r i n g ,  
i n t e r p r e t i n g  and  r e p o r t i n g  o n  i n f l a t i o n  i n  Egypt .  

These  p r o b l e m s  c a n n o t  be s o l v e d  s i m p l y  by r e p l a c i n g  t h e  
1 9 6 6 / 6 7  consumer  b a s k e t  w i t h  a more u p - t o - d a t e  r e p r e s e n t a t i o n  o f  
t y p i c a l  consumer  p u r c h a s e s .  Even a more up - to -da t e  b a s k e t  would 
s t i l l  i n c l u d e  w i t h i n  i t  a n  a p p r o x i m a t e l y  similar p e r c e n t a g e  o f  
commodity w e i g h t s  c o v e r i n g  p r i c e  c o n t r o l l e d  items. Nor,  c a n  t h e  
p rob lems  be  r e s o l v e d  s i m p l y  by m e a s u r i n g  t h e  i n f l a t i o n  rate  o n l y  f o r  
t h o s e  c o m m o d i t i e s  not s u b j e c t  t o  o f f i c i a l  p r i c e  c o n t r o l s .  T h i s  
would be  i n c o r r e c t  b e c a u s e  i t  would n o t  be  r e p r e s e n t a t i v e  o f  t h e  
b a s k e t  o f  g o o d s  t h e  consumer  d o e s  i n  f a c t  p u r c h a s e .  F i n a l l y ,  t h e  
p rob lems  c a n n o t  b e  r e s o l v e d  by s u b s t i t u t i n g ,  f o r  p r i c e  c o n t r o l l e d  
items i n  t h e  CPI ,  " b l a c k "  o r  f ree  m a r k e t  d e t e r m i n e d  p r i c e s .  I n  t h i s  
c o n n e c t i o n  t h e r e  a r e  two c o n s i d e r a t i o n s .  The f i r s t  and  p r i m a r y  
c o n s i d e r a t i o n  is  t h a t  t h e r e  are many p r i c e  c o n t r o l l e d  items f o r  
which a b l a c k  marke t  d o e s  n o t  e x i s t  b e c a u s e  t h e  government  ? a n  
e n s u r e  t h a t  a l l  demand w i l l  b e  met a t  t h e  c o n t r o l l e d  p r i c e s .  Energy  
and  b r e a d  p r i c e s  are two c a s e s  i n  p o i n t  i n  Egypt .  S e c o n d ,  e v e n  
where  b l a c k  marke t  p r i c e s  ex i s t  f o r  some p r i c e  c o n t r o l l e d  
c o m m o d i t i e s ,  t h e i r  f o r m a l  i n c o r p o r a t i o n  i n t o  t h e  CPI would r e q u i r e  
e s t i m a t e s  o r  knowledge  of  t h e  volumes  s o l d  t o  f i n a l  c o n s u m e r s  a t  
b l a c k  m a r k e t  p r i c e s  r e l a t i v e  t o  t h e  volumes  s o l d  t o  f i n a l  consumers  
a t  t h e  c o n t r o l l e d  p r i c e s .  

E s s e n t i a l l y ,  p r e v i o u s  r e p o r t i n g  on i n f l a t i o n  h a s  f o c u s e d  less 
a t t e n t i o n  o n  a c t u a l  r e c o r d e d  i n f l a t i o n  a s  d e t e r m i n e d  f rom t h e  CPI 
t h a n  o n  what  t h e  i n f l a t i o n  ra te  would have  b e e n ,  g i v e n  a p p r o p r i a t e  
c o r r e c t i o n s  f o r  t h e  f a c t o r s  o u t l i n e d  above .  I n  f a c t ,  mos t  w e i g h t  
h a s  been  g i v e n  t o  a d j u s t i n g  t h e  CPI t o  i n c o r p o r a t e  what would have  
been  p r i c e  i n c r e a s e s  f o r  c o n t r o l l e d  commodi t i e s  i f  t h e  c o n t r o l s  had 
n o t  been  e f f e c t i v e .  The l a t t e r ,  however ,  i s  a combined m e a s u r e  o f  
i n f l a t i o n  r e p r e s s e d  i n f l a t i o n a r y  p r e s s u r e s .  The CPI i t s e l f  i s  a 
measu re  o f  p r i c e  i n c r e a s e s  i n  Egypt .  A s  a measu re  o f  p r i c e  
i n c r e a s e s  i n  E g y p t ,  i t  c a n  o n l y  b e  c r i t i c i z e d  on  t h r e e  g r o u n d s .  The 
commodity w e i g h t s  are n o t  p r o p e r .  The p r i c e  i n c r e a s e s  sampled  d o n ' t  
r e f l e c t  t h e  a c t u a l  p r i c e  i n c r e a s e s  p a i d  f o r  a s u b s t a n t i a l  p r o p o r t i o n  
o f  t h e  volumes  s o l d .  T h e r e  h a s  been  q u a l i t y  d e t e r i o r a t i o n  i n  t h e  
c o m m o d i t i e s / s e r v i c e s  r e p r e s e n t e d  i n  t h e  i n d e x .  The i m p o r t a n t  p o i n t  
is t h a t  t h e  o f f i c i a l  CPI c a n n o t  be  f a u l t e d  b e c a u s e  i t  d o e s  n o t  



r e g i s t e r  p r i c e  i n c r e a s e s  f o r  c o m m o d i t i e s  whose p r i c e s  do  n o t  
i n c r e a s e .  C e r t a i n l y ,  i n f l a t i o n  is a  problem i n  Egypt .  But  t h e  
problem is  less w i t h  how t h e  CPI m e a s u r e s  a c t u a l  i n f l a t i o n  rates 
t h a n  w i t h  t h e  g rowing  r e p r e s s i o n  o f  i n f l a t i o n a r y  p r e s s u r e s  t h r o u g h  
i n c r e a s i n g  g a p s  be tween c o n t r o l l e d  p r i c e s  and  what t h e s e  p r i c e s  
would be i n  t h e  a b s e n c e  o f  e f f e c t i v e  p r i c e  c o n t r o l s .  

A l l  o f  t h i s  b o i l s  down t o  a few o b s e r v a t i o n s .  P r i c e  
i n f l a t i o n ,  by d e f i n i t i o n ,  is a rise i n  t h e  g e n e r a l  p r i c e  l e v e l .  I t  
i s  a u s e f u l  c o n c e p t  i n  a n  economy where  p r i c e s  are d e t e r m i n e d  i n  
c o m p e t i t i v e  m a r k e t s .  I n  a p a r t i a l l y  non-market ,  c o n t r o l l e d  economy 
s u c h  as Egyp t ,  i t  r e m a i n s  a u s e f u l  c o n c e p t .  After a l l ,  o n e  d o e s  
need t o  know t h e  e f f e c t  on  t h e  p r i c e  l e v e l  o f  t h e  p r i c e  i n c r e a s e s  
t h a t  are a c t u a l l y  t a k i n g  p l a c e .  Are, f o r  example ,  consumers  b e t t e r  
o r  worse  o f f  on  a v e r a g e ?  Is t h e  r e a l  p a t e  o f  i n t e r e s t  p o s i t i v e  o r  
n e g a t i v e ?  A t  t h e  same time, however ,  i n  a n  economy c h a r a c t e r i z e d  by 
p r i c e  c o n t r o l s  which  a r e  e f f e c t i v e ,  a  c l e a r  d i s t i n c t i o n  c e e d s  t o  be 
made and r e p o r t e d  be tween t h e  r e c o r d e d  i n f l a t i o n  r a t e  and t h e  
"shadow" i n f l a t i o n  rate. The f o r m e r  t e l l s  you what t h e  i n f l a t i o n  
r a t e  is .  The l a t te r  t e l l s  you t h a t  p r e s s u r e s  t o  i n c r e a s e  prices a r e  
growing.  By a n a l o g y ,  t h e s e  p r e s s u r e s  a r e  somewhat l i k e  t h e  t e n s i o n s  
t h a t  b u i l d  up a l o n g  a f a u l t  l i n e  b e f o r e  a n  e a r t h q u a k e  o c c u r s .  We 
know t h a t  p r e s s u r e s  a r e  b u i l d i n g .  The s i z e  o f  t h e  q u a k e ,  i t s  t i m i n g  
and a s s o c i a t e d  a f t e r s h o c k s  a r e  n o t  p r e d i c t a b l e  w i t h  a n y  r e a s o n a b l e  
d e g r e e  o f  c o n f i d e n c e .  O b v i o u s l y ,  t h e  a n a l o g y  i s n ' t  p e r f e c t .  The 
g a p  be tween what  t h e  p r i c e  l e v e l  i s  and what it would b e  i n  t h e  
a b s e n c e  of  c o n t r o l s  c a n  b e  p u r p o s i v e l y  r educed  t h r o u g h  p r i c e  
i n c r e a s e s  f o r  p r i c e - c o n t r o l l e d  commodi t i e s  a t  r a t e s  which exceed  t h e  
r a t e s  which  would have  p r e v a i l e d ,  o v e r  t h e  same p e r i o d ,  i n  a 
c o m p e t i t i v e  economy. To some e x t e n t ,  t h i s  i s  what  Egypt  d i d  f o r  
some c o n t r o l l e d  p r i c e  commodi t i e s  i n  t h e  f i r s t  q u a r t e r  o f  1980.  The 
h i g h ,  o v e r a l l  i n f l a t i o n  r a t e  o f  a b o u t  18% r e g i s t e r e d  i n  1980 was a 
j o i n t  r e f l e c t i o n  o f  l a r g e  a d m i n i s t e r e d  p r i c e  i n c r e a s e s  f o r  some 
p r i c e  c o n t r o l l e d  commodi t i e s  and  i n f l a t i o n  g e n e r a t i n g  phenomena more 
t y p i c a l  o f  a marke t  economy. Once 1980  d a t a  i s  f u l l y  a s s e m b l e d ,  i t  
migh t  b e  p o s s i b l e  t o  p r o v i d e  a  d e f e n s i b l e  e s t i m a t e  o f  t h a t  compo2ent  
o f  t h e  1980 i n f l a t i o n  r a t e  t h a t  d i d  r e p r e s e n t  " a d m i n i s t e r e d  p r i c e  
a d j u s t m e n t "  phenomena. 
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: , ; w f l t  t lw needy? If not, I14r the U v p ~ r t -  ~MIR%ISM LIlChd~cc.rx:~.-.ct:~>,. 
w.1~  e l  S t s t e  drcetrlwd that thLa r.crvcrn- 
writ har engaged Is e cc#l&tent pall.cl'1t .. . 
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3 .  tM See, 6 2 O ( r u .  11 u r l r c a n c e  
i r  to a tovwnwat, f C  (including 
s ~ ~ . ~ ~ ~  & O e ~ ~ b ;  or r n d d i v l a l a u )  
rdhcn any rctlorr which h u  the atfret of 
ndtlonrlitLng, s.ptoprfrcb$, or othervi tie 
s e i z i a a  ovhl t rh ip  or  caatrol of property 
o f  V.S. c i t taena  or m t i c l e a  benrficiolly 
ownod by t h e a  uib*  takina ofrpr t o  
discharge i t 8  obligtbcima t w o r d  ruch 
cftizrnr a t  s n t i c i e a ?  

T b  Seer=itary of S t a t e  . x ~ s  ,.leterrriined 
that the mint !'rjr,irLiisim 
~ t u i ~ 9 ' . t a k i r g  such s ~ c ; - ! s  within 

r r r w m h  'of this =t i ~ n .  

6. lrAA See, 620(a), 620C1) 2 6200; 
1T 73 App, Act, S u : ,  108, 116, and 0% - 
FY --- 83 App. A c t ,  SIC. (511. 311 -- and 513.1  
Is roc ip irot  couptry r Coarnlac  cout\try! 
\ : i l l  asslrrrncs be pruvidod to .\n~t71.3, ?JD. 

. i ' . H o C i r ,  Cuba, La08 o t  V l c r n ~ a ?  Wf l l  
rsslstance br prwided to Afghanistan or 
Y ~ z a c A i q u e  vithouc a vrivcr? ' WA. 

. T M  See. 520(11. Ir recipient country 
I n  dny u.ay invo lvcd  in (a) subvmr~ion c i .  or 
m t  l i t .11-Y J ~ ~ ~ * # s ~ L Y I  afiainst , the Ilnl t i *d  
S t a t e r  nr m y  country receiving U.S. 
aurlrtancr, ot (b) the plannlng of ruth 
subversion or aggrsrr ion? 

5. f.U Src. 6?0(2. Haa the country 
rcrntttod. o r  f a i l e d  to taka odoquatc 
h * 3 S U I C J  to prevent, the d o u ~ e  or 
dtstruccloa, by rob action, o f  U.S. 
yroprrcy? 

9. F M  Sac. 620(1). If the country has 
:;riled to fortitutu tho Inv+atncnc gu.rr;r~rty 
IlroArrn for  tho myccifLc rirko of crllro)*rta- 
:it \n, t n c o a v c r t l b i ~ i t p o r c ~ f ~ s c ~ t i o n ,  '" 
SJS the AID Adminirtrator within che pant 
year  conmi dered danying asrirf ante t r )  such 
Eovcmrzznc tor thfm raaron? 

, I  - 
, . 

. . ' .  . .  
. . . . . . 
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&', 620 (j) the pcsi;2st P a  not 

. . .  
wrpt I-ab - p ~ ~ c t i v a t d  zn 02IC 
Agm11rnt  with th U.S. 

10. YM Scc . 6 ? 0 ( 0 )  : ~ishcrsrc:n ' sJ~&.~'~!va 
.\ct of !967, nmendedL Yec. 5 .  T f  cnulrcry ...-- 
hsr sct:cd. or tnpotied any pcfl:tlty 0r is r~ ba ~ . . Z ~ ~ L ~ I Z C  oi' ~;.;;1:.?i 

srnctioq a ~ a i a o t ,  any U.S. Cislritrn uctivjtlus tlCkS. ' 
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a. has any deduction rcqulrrd by the  
F ieheraen ' r  Pr~tcctivu Act been ucle? - ,  

b .  ha# co .p le to  d ~ n i r l  of  uriutrncc El/A , . 
been conr idarad  by A I D  Admlnlocr~tor? 

1 FM S r c .  620; F1 79 App. A C ~ .  See. 603;  
TY @O App. Act S tc .  (>Id.)  (a) 18 rhr . I 
governwnc of t h e  t r c i p h n t  country in ~~..at&.'&ault exists. N D  and 
d e f a u l t  Cot lrote than rfx rocreha on i p r e r c e t  a e~:'e:-ilh tte boks 
o r  p r i a c i p r l  of my AID loan t o  the counrry? On isi.7or'anmnts. . 
( b )  I r  cowtry i n  d e f a u l t  excredlnp one . . . . . .  . , 
year on i n t e t o e t  o r  pr iac ipr l  on U.S. lcl;\n. . . .  

m d e t  program for  which App. ACC sppr'optl;tcca . . 
. ..: . 

funds? . . . I .. . 

I ? .. . FM Scc. 6?0(sL. I t  c o ~ c e n p l a c c d  
a r d r c a n c c  i s  developmnf lonn o r  $rum 
:'. ?r.zafc Support fund, ha8 the Adm1,rtst r :~ :  : .r 
t ~ i c n  :r.ro r c c o ~ n t  the  perctncagc of tllc! 
c c71:nt r y e s  budget which l a  f o r  n l l i  t . ~ r y  
c :  pcndi cu rc r ,  t hc a w u n t  of f o r e i g ~ j  c x c l \ , ~ ~ , ~ ; . c  
S I ~ ~ ' I ~ C  on mil i tar;' rqui par.t\f and t!rc. &tll,c':rr!i 

q ; . t . l r t  f o r  the purctracta o f  s r t p l i l ~ t  ! r . i~L<d  
uc..~i~nt\d r y a t ~ * m ?  (hn af f i r lnnciv l *  .itrfivt-r .. ,.- , , -,. t t . f  ~ ' r  co tho record of t h e  annt*l 
" i a k l ~ g  I n t o  Consideration" m c m :  "Yes, 
c akrc  I n t o  accocnt by t h e  Admitllst ratttc 
. .t t i a c  oi approval  O C  A ~ c p c y  OYR." 
T!:is approval by the  A d d n i s c r ~ c o r  of the 

c:wrrrtional Year Budget can be the basin 
f~vr  an a f f i r m a t i v e  answer dur ing  t h e  f i s c a l  
) -car t~nlcus s i g n i f i c a n t  changes In  c l r c l : ~ : . s -  
t , l n r r b  occur .)  

YC$,&~ tlle FresicYrn t ! us  ~ e t ~ ~ e ~  
t ! ! ~ .  l.he list& mr.:;i.lr?ratiur.z cjo 
rat '<-!it a id  to :::;)~t. L ; j t  that 
our aid r v r k s  t9 r c ~ ? ~ : c . r -  m , 5  m s t s  
MJ :.o stimiZate cYr.xwrc~ c ~ k v d ~ ~ . -  
;mt-. 

. . 

13. FAA S c c , . 6 3 0 ( t ~ .  Ham the cowltry 
hctlcred d i p l o ~ ~ t i c  rc1aflonll wi th  tha 1 

-. 
Cnitcd Stacer? I f  80, have they  bceu Y a ,  Fn 1967; relstkns >ere resx- 
resumed and  have new b l l r c e f a l  ~ I S ~ P ~ O D C ~ ~  d' fn 1974. New acrmm,t3 f uq:o 
~fircclrcatr been n c g o c i a ~ c d  and cntarcd been d e  since rekwtm. . . t  
into s i n c e  euch r e ruap t ion?  

1:. FAA'S~C. 620 (uz. What i e  tlro I ~ ~ I Y D I - I ~ C  , . 
.jcatoo of tha  coun t ry to  U.N. obligat:ons? p4w : h a  pi, all -,f its outstxr~- 
I f  tb,e country i s  i n  arrears, ucrr? rt*,.!~ ding L .  obligations. 
a r r e a r a s i r  t rkcn  i n t o  account. by t ! ~ v  

A I D  AGPinlrtraCor in detcrminirtg rlrc c i r : ~  kSnt 

A I D  Opt ta t  logal Y~:nr. l\r*cigct l 
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country prancrd sanccrury f rou proscr:; 

:.,:clear enr1;timcnc or reprocca*fng equlpnr*cf ,  . . . + l e e r i a  1 1 ,  or technolngy, vlthcut al lcclf  l c d  '. M. '. 

~rringr~m*ttttr 01 s ~ f c ~ ; u a t J o ?  IIJS i t  d ~ : u ~ i . ~ t c d  . : . ' 

.I t l i r ,  lent d t v l c c  ~ I ~ C C I :  AI,);uY~ 3, 1 9 7 7 ,  
1, 

I 7 :  nui  Ifor-wcjpon S t u t l b "  ti.\dctn . 'Fkli 
Ilir? n : ~ t i p r ~ l i f c ' r d t  i o n  trcrrty? , . 

. . 
. . . . 

t .  !';\A >,-c. ]I)&!& (I!. 1'.l< 4t.t 1.: 1 \ 1 7 . ; .  . - .  - 2 -  . . - . ,  . 
: a,s\ . rb~j*r l  . I ~ u . ,  1s  t !b is  J&.v4m \'hj-n,c:l~ 

9: ' . . q . l i : t ! i ~ i $ ~  5 . 1 ! ; 1 * 1 )  ; I C ~  is..:ty da*?lyel\ctl ~3 
. i t  I , I  I ? C J C  1 V . I ~  i a i r  f o r  sn .a l le~* r.rnl lib*:: 
I1 t t + : . , : l t  l?..l,l! I 1 \..If i . b l t  r * f  c ~ ~ s l l ! l ~ u . i  1. :1:,4l !.,. .1. , ;  

r - L ~ ; : . I l t  l;:;.* s4 l i , : \ , ) r t  i\*,* t lh,!l 1 r,* ( 0 8  

l u rg , *  jar! i 1 1 1 , s  111 p r t ~ I b t ~ . \ ~ : v .  S I ~ C ~ I  . l t .  ,,,!,,;;I- 
! 1 ~ ~ 1 \  1 , ;  ,I:I,! ! * : ~ r  . ,< g t ! ~ ~ h , ) ; ,  I I I I L  r ;  t I . I I , ,  , ! ! ; . , ~ ; I H ~ ~  

i c ; I t r ~  ., ~ i t t . 1  131 i13d . : . ! ! t i  ! I P ~ \ C ~ !  s c r v ; ,  &:a, 
.~;r!. U ~ : L K J ;  ~ b r o d u c c  i::: :tbr:il d c ~ t * i , \ ; c n ~ . ~ l ~  , 
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ar . l r tP tancc  t o  ur.b;rn poor on,! t ; ~ r ~ l t ~ p l r  
s,irm.uni ty-based dcvclopmctrt ltrrrgr3mr; 
Y ~ I L C I I  g i v e  r c c o g n i t l o n  t a  pcol)Ic' 
r o : i v s : r d  t o  l i m i t  t h e  s i r e  clf ~ l r r i r  
i . i m i l i c s 7  

Ph.4 Scs. 502li. Has t h e  c o u n t r y  . 3. .- 
:a) e n ~ a ~ c d  i n  o consistent p o t t r . r n  of 
gross  v i o l s t i o m o f  I n c e r n a ~ i ~ n n l l y ,  
recogni:cd humatr r i g h t s  or b) r u d e  sucl! 
s ! ~ n f f i i s n t  improvamcnts in I t s  I:unan 
r!  ghcs rccord  t h a t  f u r n i s l l i ~ \ g  JUG':.. 
;assis :aacc i s  i n  t h e  n a t i o n a l  in:crcs:?  

L .  ---- $ C C .  533(bl. Will i ~ s s ! ~ t ; l t l c ~  
;lqi!ef t h e  Southel-n- A f  r i c n  proKrrm bc - - 
I~ rc )v fdcd  t o  ~ n g o l s ,  klozambiquc, ton rani.^, 
. r I a n b i , ~ ?  I f  so,  has P r e s i d e n t  uclivci 
I r c h l h i  t icsn against thc : rssibi tancc 

!.%. L'b . t t*ra ln!~~~:  t l l r r ~  s u c h  nrrsisrnnstm 
1. . ! l ? 11: f i1t.r I! .S,  f , ~ t ' * i ~ ; l l  l b b l !  i c y  1 ~ 1 1 1 - 1  ,b::O:l.' 

. . 5 .  9 I f  cormll6*kll:li!s ; I L k b  ( 1 1  ---- 
L s v  <rn;\tci! sr) Chat snlc  i!ri.c-clctl~ ~ i l l  
: t i  t J  t h e  re:!  pie:]^ <~;t i l \ t  1 \ i ; i \ ' ~ '  

:,'I~L.. i.~! AL:OUC[ ( C C ? : : : \ ~ C ~ > ~ \ I ' L )  1krra::):~~- 
:\,tb::: s !),..dl) w d c ?  

..,. - FY !:,i ,:. : . , 4 .4;;J. ,\a- 5l0C. 11 3 ;  
, . 

---- 
\ .  :'.:r SP;. ( 5 : i i i  ) I '  . . . .  

--a- - -- --.* 1*:11 ~ I S S ~ S ~ . I I ? . : C  

1 - t -  1st ~ ~ V ; J I S L I  f o r  1k.c ~ ) u : * I ; L > ! : ~ *  c-i : ~ i ( l i : ~ ~ - ,  L I ; ~  
r.! i,\t.t s -.!: t h e  f i c~v~ : . :~ rn t~ t~ t  c ~ i  Y U C I I  CI)UI:: I :: . 
, I r t o  t h c  1;nivc-rbir! I ) i a r . l  ; , I  ,\I i 6 1 1 1  :*I 

PK). ; , '  ' I : . : : , . : , !  !:i g t \ t ~ ?  . -- 
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ma dtrrk  t. ~ r r t  A .rr -uubi. gmar- ta YU and ahsuld Le 
rued F r r r d v m  ef the ptogrr~'~ trmdksg sourca. & Y w -  B a btstinctic;;i is m d ~  
betwae8 tha c d b r l a  agplicablb to S e d t y  Svpportiag As+i+-ace and t k 3  c r i t e r i a  
r~pl icsb le  to Davoloprunt ksimturco, 8.frrctiorr of the appropriate critezi.1 rill 
depcnd oo tba f u d i . q ~  5- far tbo p-. 

A. GENERAL C3W7RIA M R  NeffSPRX'ECT ASSISTAUa . I 

. . 
(A) Dercrib. h a u ' ~ t t e a s  (a) ' The m.. ~ 1 '  Conqress.i.oc~l P r c s c n t a t i r )  

Approprfat i0~  of S U t .  arrd notifi&l t he  C ~ m n i t t r . -  r>f AID'S . -. 
Bouzre have beaa or vill ba pl- 'to allocate $ 270 m i l l  i ~ a  fr,r 

aotif ied concerning the non- CTP .act . . i ui t .is. 
project assistance; - 

Cb) is assistance within (Oper- 
ational Y e a r  Budget) country 
or intarnational organization 
allocatioa reported to tha 
Congress tor not more than 
S 1 million over that figure 
p l w  lo%)? 

2. FAA Sec. 611(a) ( 2 ) .  If further 
Laqislative action is required 
w i t h i n  recipient country. vhat is 
basis for reasonable expectation 
that such action will be completed 
ir. tine to permit orderly accom- 
p l i s k ~ ~ c n t  of purpose of tha assist- 
ar.cc? 

3 .  FAX sac. 209, Is assistance more -- 
efficiently and effectively given . 

th~cuqh regional or multilateral 
orqnr. i :~t ions?  2.f so why is 
assistance nnt SO given? Infor- 
m t i o n  and conclusion whether 
assistance will encowage regional 
dave lopc.rt ~ ~ O Q I C L ~ S .  

(b) The int.eqiM oh1 i9;it.i Lri l ~ r  L!C 

prcqr~l;,, is within t . l i . 1  I c,,rc:l (sf i-~r.!:. 
fippm?,r.iated fcr !3:l.!>t 5 ,r Pi R l .  
An "lklvi.ce of P r o ~ r a ~ ,  C>;~.!c;.e" w i l l  . 
trimskttd tc t.k a~prc.;ti;ttc: 
c o v e s s j c m d  Ccmi?+c.e :ICI C:I;.VCZ t?.: 
a&itional $ 30 m i l l i o n .  

BEST AVAILABLE COPY 

.mis, pmqim, is not sr::;r:cpt_hlr- 
&c=utioll as part I - . <  '1 rc,lon~! ( 

mltilater=ll procjmrn. ;',:.::I 5 : i : : : X  

is lY)tt ~>.lpcct&l to Cnf~rI.L'2:.;iI1 i.3' :CT" 

dmlop;m~t p q r m s .  



tiaa a d  alu8Lamuiutbsr  8s.i.t- 
dn -89. eft- d 

country to: 
(a) hcr8aE. tb fh# of i.neuP.t- 
i d  tradrt cb) f o r t u  prim- 
initiatia a d  cuq?etjt(rrrr; 
(c )  -age d-1-t d 
PU o i  rr~1~ylatiVm8, credit 
caions, and savings ud 1- 
associ.Uo~.# (6) discourage 

0 

mnopoumttc practim.1 ( 0 )  

Impma M d  rfficicurcy of 
industry, agriculture and 
Crra?u_rru# and (f) strsngtbsrr. 
free !lab& d o n s I  - 

5. PM seel 601 b), xnfoma+ion md . 
conclusiorr orr h w  assistance w i l l  
encourage U.S. private trade and 
invastnant  abroad and 

p t l ~ l t .  U r S r  participti- 
in foreiga ~ m m i m b a c o  progr- 
lincludinp use of private *ad0 
chkvrels d t b m  .-ices of U.S. 
pr iva te  enterprime). 

F M  Ser.  612 lb) r Sac. 636 (h) I 
Describe stspS tak- a.SS-8 

th¶t, to #a m i 4 m z n  cent pose- 
Fble, the  country is c o n t t f i u t h g  
l c z a l  ccrrencias to w e t  the cost  
of c o n ' ~ c t d  and other services, 
ar.d foreign c u r r ~ c i e r  m a d  by 
+he W t e d  S t a t a r  are ut f l i zed  tb 
meet t \ e  cost of contractual and 
athex sc-rvicas. 

F U  Sec. 612 (6). Doe8 the -- 
United S t a t e r  -n excess foreign 
cur=er.cy and, if ro, vhat 
arrlurgccnts b v e  been made for 
I t s  ralcsse? 

(4 This p ~ n ~ a r r ~  will incrclj:-rb t ! . , .  ;.l.o.,r gf 
inten~sticmal: trade by pmvi. i .  I~C,: I . ;  .:. :I<.-,:! ::ar-, 
forcicjn exchar;cjc for t.e i n p i  i : x \  of 1 ;r~:i!r; 

(b) A p r t i o i  of tlr prcqrarr. x : i ; i  . . . j ~ ~ ; c ?  .- -2 

w k e d  for. L ~ K ?  Egyptian ;'r :v~t.l.. :'I>-:tcr, 
thus tending t$ .foster privat:cl izi !- ldr.ivt. 
and aurpetitic;~.' 

(c) No perccp(ible b p c t  on ;;.k:.; , :~til~ltlelj  
is attribut;rb?e to this pmq-?in. 

L . 

(d) No -pk:i>lc rductic;ri I ,C : , c h  priict l c c  
is attributable -to th is  p r q r m .  . . 
(el Imports of rr3w mterials LC:.? swo ~ x c t s  
significantly enhance the tccki  ica 1. c f : icieric 
of ir,dustry, acjriculture and wrmrcv. 

the C X ~ C X ~ ~  (.tlirt tra& pt L(:f:r~ ir?tr~~i? 

Egypt and the 1j.S. ~trllthlc w (;;.J.J xi,' 

e>gunZ, we forsee *.is prgr;.;?i 1s :?al,ring J. 
p s i t i k e  ef fecr. 

. . 
Not  applicatj.Ie. Prrgrm ?:0~.~1:,..:; f ~ r c  i. jn 

exchange assistance for m u r : i t ; *  -;'lr,rt s. 
NO CCSltrLiCt~ll ' or other ~ ~ L - J ~ C : \  .!j . I  rr- h: :.r::r 
f ira~ced kilcr i-kc. (:IT. . 

If 1J.S. <rrm&-e:<ccss clurr~~.:;t-s -tr  2 r:.:f-.--,:::! 
in s w r t  of .'ttie program, theit r,.:lr~;:;e 
the CQE ~ u l d  -hc no prohk?!!. i'--i:-;,.!.!!fly , ?a 

of cu.c-'cncies . , is ~?ti:! .~)!. ,~t ' td.  
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1, zs~nprojoct Critaria for Sacurf ty Supporthq Aasis=~,c;e --. 
8 ,  P M  Sac. 531  (a).. Wiu this 
uaistance promot. e c o d c  or 
polltical strbf Uty? 
To the axtent porrfbla, does ft 
ref lect  the policy d i rec t ion  o f  
Saetiop 1027 

b. ?M Sec s 5 3 1 ~  wf 11 assis farce  
rurdar this chaptat be used f * ~  

(a) 1. It iJ.11 p r a t e  eu;:~:~+(: .c,ti1i,ili=1, 
by pravidin@. vital forilicp c!:-:n: ;-:nc.:c> : lr* :,l.r.cl 
for Egypt ' s ucoru;!~ic ck~elo;.! r.. . r  . 

2. Yes: l'h2 program r-cb!.; - ~ : ? s  t . i r  
p l i c y  dircc:tti.tl.r of Sectia: : I,:! t!,c 
extent possible. 

mil i tary  or p u a d l i + u p  
act iv i t i es?  

BEST AVAILABLE COPY 
. . 
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Llsted kla m statutory 1tarr.s h l e h  m n u l l y  w i l l  St covcrd  mu-inel: fr tnore p r b v s  a ~ f ~ S + , : . f  
rn  rss ls tmca r g r r a n t  d m l l n g  r l t h  I t s  bp1rwn:rtlon. or covered the egreaent . j  c ~ .  .cr. 
(cs rtrn certain u r u n  of funcs er r  pemltted. but other uses not) 

TbSe I t - S  rro rrrrnged under the g l n w d l  herdlngs o f  (A) Procurahcr~; artd (i,) &her P!.:FL -;L:!~)~Is. 

1. LM S u .  6 2 .  Am them r r r a n u r m t s  t o  l 'rocurement: a €  ronnno,l! t lc ; .  . I : : t !  

p e m x s .  bustml to I M r t ~ c l ~ l t c  ::crvicos urr:!cr t i l e  l o a n  v!  l 1 i.,. 
~ i t a b l ~  I n  the furnishing of g d r  &nd .;cc';rdlng t.? , ~ : : t ~ . b l i ~ h ~ , j  ,\. . !. 
r r r v l ca r  f inrn;cd? 

kc!&. 1 proci-dures. . .  . 

. Y l l l  a l l  c d l t y  
ba frac tke Unl ted 

St r ta r  ercevt r s  o t h e n l r e  de t rmin*  by ' 
t h  President or under O r l q d t i o n  from 
hi.? 

M i l l  111 corradl t les I n  
a t  prices no higher thrn 

the rarrLet pr ice p r t v r i l i n q  i n  th United 
States a t  tla ~f p.rchase? 

FPA S e c .  bM!C). U i I l  r l l  r g r l c u l t u r r l  . 4 - -  
connodl t i es  rvs i ' r rb le f o r  d!sps.:ior. 
u d r r  tb Agr4:irtt;ral Trade Dtveio,awt~t 
i A* s i s t r r ~ r  A:? o f  1954, a s  raenoeJ, 
be pmcurtd \ ?  the Unite, State5 u r l e r l  
thry rrcr not avst lsbie i n  t h e  Unltcd 
Slates I n  su f f i c !en t  qurn t i t ies  t3 s 4 3 1 y  
slrmency rrptlrtsne!,:c C' m!plcr ' ,s  l 

2 .  M .  I f  the cooperating 
country C~scr~r ;~ tns tes  ~ ? r l n s t  U.5. 
mrr!nt tnsural r t  cdcrpantes, w l i ' l  ryrcc- 
nmt r e v ~ ! r e  t'.&t wrine 1ns.rbnce be 
placed In the U5I:crC Stdtcs on 
comodl t !es I l t ~ a n c t d ?  

FAA Su. &Nfr\.  If offshore procure- 6 -  - -- -- -.-- .- 
~ f i t  of cgrtcu! t u r d ~  calmdl t y  o r  proacct 
I t  to  k finar,ctd, 9s there provision 
agbfnst such p r o c ~ r m c n t  wher the 
d a c s t i c  pr lce of  such c c m d i t y  I s  less ' 

thbn wr i t )?  

7.. fiAu-[fL. Arc t t ~ e r c  rr rsngtuerrts 
whereby a sr;>pl l e r  bi1; not r u e  ive 
? a m n t  under the c m i 3 d i t y  ikporf  
Oroprrn unless tie/she Itas c e r t f f  id to 
r ~ c h  fnfornatiort r s  th Agency by . 
rcgu l r t ion  has prescrlbtd? 

'lhe loar. au t..h.or i;:eu p r o c u ~ . t . ~ x ~ ~  lr. 

from the ' . L ' . S ;  only, cxcc?pr . I  , 
A. T . D .  my .:~tl~crwisc a g r c l ~ . .  

, . .  

Reg. 1 v1;l. h> incor ;oratcc!  1 : ., 
t l l c  Loan At:iaemc~lt t o  e l l f < ) r - , . ~  
statutory pr i ce  restrict ~I!:I.<. 

. : . * 
. . . 

S o t  appl l r : . l l ; l~r ' l ;n t ! t~r  t l l i . 5  :. . : - .  / 

, . 

Scc qltertlnr~ 5 .  of i ~ c n  3:\' i '  . 
above. 

. . . . .  . 
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8. FAA Stc. 6OCt r . Ytll  U.S. Governnent d pmpepntt * u t t l  l a r d  
w h e r w t r  p r r c t i c r b l e  I n  'IIeu of t h e  
p m c u r w n t  o f  n r w  Itens7 

9. mA SK. OOl(b). (a) CorOl i rncr  r l t h  
r t q u r r a c n t  UUt a t  Imst 50 pe r  centwr 
o f  th gross tonnage of camodt t l e s  
(canprted s e p r r t e l y  f o r  d r y  bulk 
c r r r i e n ,  d r y  cargo l i n e n ,  and tankers) 
f t ~ n c c d  shall be tr i3nSDWtM on p r i g  
v a t e l y  awnd U.S.-flsg c m r r c l r \  
u c r % e l r  to tM e r t e n t  that such verse\s 
r r e  r v a l l a b \ e  a t  frlr rnb r e r s o n r b l t  
rates.  

_ . .  ' 
Ef fortu wil; h c . :  .mijde to ut  i ;  i : : ~ ,  .aXi.ess 
property t o  .cht! .ln.iximun c x ~ ~ : : : t  ; ,.,.i L!. i t b  

111 public sc:'for i)rocurcncr:L I ~ I ? : ~ ~ , :  t t i t ?  

loan. 

. . 
A .  I .D. Rcg., i ,  , w ; ~ L c k ~  is i n c .  . d t l r ; i r c d  
into this lu: ,n, '  vi:l cbvtlr t ! ~  l c  

raquiremcnt. : 

. Yea. 

I f  a i r  transportation o f  persons o r  
proper ty  I s  f lnbnccd on g ran t  b r s i s .  w i l l  
provlr lon he made that  U.S . - f lag  c r r r i e r r  
w l l l  be u t l l l t e d  t o  the r r t r n t  such 
s r r v i c r  I 8  b v r i l b b l r ?  

6.  C79IP RESTRICTIONS 

i. -- FJ See. 620(h) .  5 ~ 8 r r a ~ g r c n t r  preclude Ycs. c\dditio;;al  ly, any ncces ... ; ,; d c t ~ r r n -  
p r o r a t i n g  o r  a s s i s t i n g  the fo re ign  a i d  inations i1ndo.r. 620( l i )  will i : :>&:eJ .  
~ r c j e c t s  o r  r c t i v l t l e s  o f  C ~ r ~ n i s t - B l o c  
countries, con t r s ry  t o  thr best i n t e r e s t s  
of the Uni ted States? . , 

Is f i nanc ing  p r o h i b i t e d  !;i!ssncinp, is i.:'3.: perrnittcc! : c j  L C  ~ : > . t . t f  

r a i v e r ,  f o r  turcnase, i ~ ; r  such purptG;t?s. 
!cng-tern lease, exchr.ge, cr Gcsranty o f  
sale o f  motor v e h i c l e  aanufac!ured 
o u t s ~ d e  the Uni ted Sta tes? 

3 .  U111 r r r rngement preclude use of 
f i f ianclng: 

a .  FM Sec. 114. t o  pay f o r  oerfonrance 
o f  abort ions or i nvo lun ta ry  steri.1 izd t rons Ycs. 
i t ?  t c  :no t iv r te  O r  Caerce pcrsJns t o  
p rac t l ce  r b r t t o n s ?  t o  pay f o t  per fomanre 
c f  i nvo lun ta ry  s t e r i l l z a t l c n s  as method of 
'anf ly p lanninq o r  t o  cr.ercr o r  prov ide 
acy f i n ~ n c i a l  incenttvc t o  any person t o  
; * r ~ t i c e  s ter i l i : t : i cns? 

a .. 
t .  Ssl-b;O_lpl. t o  cw:;~~nsa'tr  ow.trs  Ycs. 
fcr ?x;r.oprtbtrJ n a t l o n a l  ired proper ty?  

c . f@.-2;pz2 562. t o  * insnce ool  i c e  Ycs. 
: ra in ing o r  o the r  It* e ~ f o r c e c ~ e n t  
:ssistan.-e, cxcept f o r  ~ J I . C O ~ ~ C S  programs? 

Z .  !?, s;;. f c r  ::: ? . ; i v l t i r ~ ?  Y C S .  
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** I ? 
A j I 

. a  . . 

8. FAA SU. 6@ 4 . U111 U.S. G o v e r m n t  E f f o r t s  wii; \ ) c .  .made to ut i i :::la i> .? lqt .~s d prope r t y  u t l l i z r d  p r ~ ~ p e r t y  K O  ~ t ~ c !  , i ~ ;  ixirn*~n C X ;  <!:I! ; 3s it.: 1 '  

wherever p r a c t l c r b l e  i n  l i e u  of the i l l  p u b l i c  sc:'tor ;,ror*~rcncr:!. ~ i , . l * , r   lit.: 
procuranent of new t t c n s ?  

loan. 
9. W See.  901(b). (a)  Caragltence w i t h  

r cqu t  r a c n f  X?iit a t  1 wst 50 per  centurn A.I.D. Reg. i ,  willch is -int.. : , . > r ; l r ~ d  
of t he  g r o t s  tonnage of canaod i t l es  i n t o  t h i s  : d;,n ,' will cc1vt.r :!! i -. 
(computed s e p d r r t e l y  f o r  d r y  bu l k  
c r r r l e n ,  d r y  cargo l l n c r s ,  and tankers)  rdquircmcnt. . 
f inanced s h a l l  be t r a n s w r t c d  on p r i -  
v a t e l y  owned U.S.-f:sg c m e r c l s l  
v r s s e l t  t o  t h e  e i t e n t  t h a t  such vessels 
are  a v r l l s b l r  a t  f a i r  dnd reasonrb le  
r r t c s .  

10. ! c t t r n a t i 3 n r l  A i r  Trans r- F a l r  
Cr-pet i t  i v r  Prac t  icii-$?lTd- . . --  -- . -  L .--, 

. Yes. 

If rir t r a n s p o r t a t t o n  o f  persons p r  
p roper ty  I s  f l n r n c d  orl g r r n t  b a s i s .  w i l l  
provision he m d c  that U.S. - f16q c a r r i e r s  
will be u t l l l r e d  t o  t he  c r t e n t  such 
s r r v l c e  I s  r v r i  l r b l e t  

i. fa -- S e c .  62Oihl. Dc-d r ra~ge -e* :~  p r ~ I u d e  Ycs. r\dditic.4r11 ly, an!. nclcc: ; . . i  ; i ! ~ > t ~ r m -  
p rono t i ng  o r  a s r l s t j n g  the  f c r e f g n  b i d  In;itionn under. h = ( ~ ( l i )  w l l l  . # .  i a :;kitid. 
p r c j e c t s  o r  r c t i v i t l e s  o f  Co r r~n i s t -B ;oc  
count r fes ,  c o n t r a r y  t o  t he  best i n t e r e s t s  
of th Unitcd States? . . 

2 .  F 2 w .  636(2. IS f i n a n c i n g  prohibited I:i:l;lr,~ f 1 7 ~ :  1 s  i..t>r pernittc4.f : L) L.:: : : , . i . l i  

froc use, w j t  u t  i a i v e r ,  f o r  purcnase, 
i t . :  si lch p u r ~ o ' . ; c . s .  

l ~ n g - t e r n  lease, excha~ye, c r  : Icarantj of 
sa le  o f  motor v e h i c l e  ir.anufac!~red 
ou ts ide  t h e  Un l ted  Sta tes? 

a .  EM Sec. 114. t o  Fay f o r  ~ e - f o c ~ f i : ~  
~f abor t ions  or ?nvolur,tar;t s t e r i l  lzat lon;  Ycs. 
rr t c  m t i r a t e  O r  cserce pcr1.>:ls :o 
c ' rsc t tce  abar t tons? t o  pay f o r  pe r fo rk3n re  
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