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18. SUMMARY QESCRIPTION

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 moderate growth in medium and long term capital inflows, Egypt was able to
marginally sivengthen a still weak position in official holdings of foreign exchange

reserves.

These reserves currently cover 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 from petroleum at some point in the mid-1980s.

The CIP grant/loan from FY 1981 funding is requested at a level of $300 million.

The

total of $300 million consist of a $230 million grant from current year
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funding and a $70 million loan fram the FY 1979 supplemental appropriation. The
$230 million fram 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. A maximum of
$25 million will be used by the Govermment of Egypt (GOE) to offer parallel
financing with other financial ins:itutions for internationally carmpetitive
imports fraom U.S. sources at a package of crad.t temms which campares favorably
with the credit temns offered by foreign finarncirg facilities for imports fram
foreign sources.

The proposed FY 1981 CIP will assist Egypt with its development effort during
the next three years by providing means for financing public and private sector
imports of raw materials, semi-finished products. industrial machinery,
equipment, spare parts as well as other essentia! cuammodities (including save
food items), and related services. The CIP will :upplement other A.1.D.
project activities aimed at assisting Egypt in its progran to utilize full
producton capacity of existing industrial enterprises and for new industria!
expansion, and it will provide inputs essential to increase infrastructure,
transportation, agriculture, soc.al services, private sector development and
production. The GQCE allocated 10% of FY 1980 CIP funds to the private sector
($33.5million) and has agreed to increase the amount reserved for the private
sector to $35million in FY 1981. This represents 12% of the proposed FY 198!
CIP as carpared with 10% of the FY 1980 CIP.

It is recanrended that you authorize a grant to the GCOE of $230 million
(230,000,000 dollars) framcursrent year funding. In addition, it is recamended
you authorize a loan of 37G ru!lion (70,000,000 dollars) fram FY 1¢79
supplemental funding. The total of $30C -~ ilion (300,000,000 coiiars) will be
utilized for financing imports of selectec cammodities and cammodity relatea
services.

A. Interest and Terms of Repayment

Borrower shall repay the $70 million loan to A.I.D. in United States
dollars within forty (40) years fram the date of the first disbursement
under the loan, including a grace period of not to exceed ten (10) years.
Borrower shall pay to A.l1.D. in United States dollars interest at the rate
of two percent (2%) per annun for ten (10) years following the date of
first disbursement and at the rate of three percent (3%) per annum
thereafter on the oustanding balance of the principal and on any due and
unpaid interest.

B. Other Terms and Conditions

1. Conditions Precedent to Initial Disbursement

Prior to any disbursement or to the issuance of any Letter of
Cammi tment or other authorization of disbursement under the loan or
grant, the Borrower/Grantee shall, except as A.I.D. may otherwise
agree in writing, furnish to A.I.D. in fomm 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 Agreements have been
duly authorized and/or ratified by and executed on behaif of the
Borrower /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 statement of the names of the persons holding
or acting in the office of the Borrower/Grantee specified in the
Agreements and a specimen signature of each person specified in
such statements.

2. Additional Condition Precedent to Initia) Disbursement
For Trade Financing Facility

Prior to any disbursement or to the issuance of any Letter of
Commi ttment or any other authorization for the disbursement under
the Grant for the Trade Financing Facility, the Grantee and A.I.D.
shall agree inwriting 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 Borrower/Grantee
and A.I.D. will meet to discuss the status of the econarny,
associated economic issues and the relationship of the A.I.D.
program to these concerns.

b. The Borrower/Grantee covenants to continue to support appro-
priate participation by the private sector in transactions for
which financing is provided under the CIP. Aminimum 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.1.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 amounts equal to proceeds accuring to the Grantee as a
result of the importation or sale of eligible itens. Funds in the
Special Account may be used for such purposes as are mutualy agreed
upon by A.I.D. and the Grantee and otherwise specified in the
Agreement.

4. General Tenms

a. Unless A.1.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 Implementation Letters.

b. Unless A.1.D. otherwise agrees in writing, comodities and
related services financed under the loan and grant shall have their
source and origin in the United States.
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c. Unless 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 items 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
impor ters.

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

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

g. The loan and grant shall be subject to such other terms and
conditions as A,l.D. may deem advisable.
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SUMMARY OBJECTIVES FOR THE PROPOSED BY 1981 CIP ASSISTANCE

The objective for CIP assistance can be categorized among short- and
medium-term political and economic objectives. The short-term political
objectives are: (1) to demonstrate continued U.S. support to the moderate
Government of Egypt (GOE) leadership, and (2) to help assure domestic
political stability through the provision of financing for commodity
imports. The medium~-term political objective is to support a continuation
of moderate, forward-looking actions by the GOE as regards a comprehensive
and lasting peace settlement in the Middle East.

The economic objective of U.S. CIP assistance is to provide a portion
of the foreign financing that is necessary to permit a substantial Egyptian
development program to be mounted. Egypt has recently been able to mount
an investment program that totals about 26% of GDP as a result of increased
foreign financing and greater levels of national savings. Although Egypt's
balance of payments situation in 1980 improved, and it is likely that this
improvement will continue into 1981, the sustainability of the improvement
into the mid-1980s remains problematic (see Part II). Significant balance
of payments financing, like that provided under the U.S. CIP program, will
continue to be necessary until sustainable improvements in the balance of
payments can reasonably be foreseen.

We had earlier planned (as reflected in the Congressional Presentation)
that the FY 1981 CIP level would be $270 million and would consist of a
$200 million grant from the regular A.I.D. program and a $70 million loan
from the $300 million supplemental appropriation. This would have been 365
million less in CIP funding than in FY 1980. However, as a result of
discussion with the Deputy Prime Minister for Economic and Financial
Affairs, we believe that additional CIP funding of $30 million ($25 million
for the Trade Financing Facility and $5 million for purchases of spare
parts for the Ismailia Power Plant) in FY 1981 would enable the GOE to
improve its ability to finance purchases of internationally competitive
imports from U.S. sources and meet requirements for purchasing spare parts
for the Ismailia Power Plant. (See Appendix C for details.)

As a result of the above, we are proposing that FY 1981 CIP assistance
total $300 million rather than the earlier planned level of $270 million.

II. BACKGROQUND AND CIP JUSTIFICATION

A. U.S. Objectives and Recent Economic Developments

1. U.S. Objectives: A major objective of United States foreign
policy is the achievement of a comprehensive peace in the Middle East.
With the realization of the Egyptian-Israeli Peace Agreement, the
cornerstone of a comprehensive peace has been laid. Over the longer term,
our policy aims at a satisfactory evolution of political and economic
relations among all countries in the region. The cooperation of Egypt, the
principal Arab country, is essential for these purposes. The GOE has
demonstrated by its actions that it shares our desire to seek peaceful
resolution of Middle East differences anc¢ an end to the state




of tension which has adversely affected the well being of the people
throughout the region. The continuing ability and willingness of Egypt to
proceed toward this ultimate goal will depend on (a) domestic political
stability; (b) avoiding short-term deterioration in the standard of living
of the population; and (c) obtaining sufficient foreign resources to permit
a continuing development effort. The overall objective of U.S. assistance
to Egypt is to foster economic and social development which will facilitate
and encourage the establishment of a permanent comprehensive peace. The
critical importance of this objective, together with the fragile state of
the Egyptian economy and its dependence on foreign assistance, at least
over the next few years, justifies and necessitates the exceptionally high
level of present and proposed U.S. assistance to Egypt.

2. Recent Economic Developments: It is useful to review Egypt's
recent macro economic performance in terms of a set of traditional
performance indicators: growth, investment, inflation, employment and
international developments. In terms of all these indicators, the Egyptian
economy is performing very well.

a. Growth

While per capita income at U.S. $460 remains quite low,
real GDP growth averaged in excess of 9% per annum between 1977 and 1979.
Preliminary, unofficial estimates place the 1980 GDP growth rate above 8%.
Virtually all sectors have participated in this growth.

In terms of sectoral contributions to total growth, L43%
of the growth that occurred between 1977 and 1979 was generated in the
commodity producing sectors, of which 14% was contributed by industry and
13% by petroleum. Agriculture, at 6%, registered a relatively weak
contribution to total growth. Thirty-seven percent of the total growth was
generated in the distribution sectors of which the sector comprising Trade,
Finance and Insurance generated 23%, the Suez Canal 6% and Transport 8%.
The services sector generated 19% of total growth. Within the sector,
other services (mainly government) generated 15% of the growth, tourism
generated 1% and housing generated 3%.

In terms of the growth rates of individual sectors as
distinct from sectoral contributions to total growth, outstanding
performance was registered in the petroleum, construction and Suez Canal
sectors. The growth rate in each of these sectors averaged in excess of
15% between 1977 and 1979. Relatively strong growth rates were also
rgistered in the electricity, transport and trade, finance and insurance
sectors. Agriculture and industry registered the weakest individual growth
rates, with agriculture at about 5% and industry at about 8%.

b Investment

Since 1977 fixed investment has averaged a highly
respectable 23% of GDP. This investment has not only contributed to the



GDP growth rate directly but has also reduced bottlenecks to growth
itself. Electricity generating capacity has increased, telecommunications
have improved substantially, the capacity of the Suez Canal has increased,
new hotels and tourism facilities have been built and capacity additions
and improvements have been made in both public and private sector
industrial enterprises. Social investments have not been neglected.
Schools have been built, sanitation facilities have been improved and
health related investment has been substantial.

c. Inflation and Employment

In consequence of Egypt's ability to finance large
imports and a large surplus of imports over exports, these favorable
investment levels have not been bought at the expense of a cut-back in
living standards or, until 1980, at the expense of disquieting inflation
rates. As measured by the growth rates of per capita real private
consumption, living standards have risen perceptibly. There is tenuous
evidence which suggests that growth in employment has exceeded the growth
in the labor force in recent years.

In 1980, the official consumer price index registered
an inflation rate of about 18% following inflation rates averaging about
104 in the two preceding years. (See Annex E for a detailed discussion of
the use of the official consumer price index as a measure of inflation.)
While low income households were largely protected from the rate of
inflation in 1978 and 1979, the record is less clear for 1980. The surge
in inflation to about 18% in 1980 reflected two principal phenomena:
normal aggregate demand/supply pressures and administered price increases
for a number of heavily subsidized products subject to price controls and
important consumption items in the budgets of all household income
classes. On balance, low income households may have experienced a rate of
inflation which exceeded the rate of growth of their nominal incomes.
Unfortunately, this cannot be verified because data on household income is
neither collected on an annual basis nor capable of being derived from data
currently available. :

As suggested above, inflation control in Egypt is
complicated by the fact that many of the items under price control are
heavily subsidized and provide substantial income equivalents to all income
classes. Thus, price subsidy elimination poses a dilemma for inflation
control as well as for social equity policy. The GOE is increasingly aware
of the problem and it is one of the points in our continuing dialogue with
the GOE on a broad range of macro economic and sectoral issues.

d. International Developments

Sharp increases in foreign exchange earnings frcm
petroleum, workers' remittances, the Suez Canal and tourism combined with
substantial increases in capital account revenues from direct foreign
investment and foreign aid have enablea Egypt to register strong



improvements in virtually all international performance indicators. Since
1977 Egypt has been able to reduce the debt service ratio and current
deficit to much more manageable proportions; liberalize the import and
foreign exchange regimes; sustain a steady rise in imports essential for
maintaining growth; and in 1980, marginally strengthen a weak position in
official holdings of foreign exchange reserves. At the end of 1980,
official holdings of foreign exchange reserves were equal to somewhat less
than two months' imports. The debt service ratio was about 15% in 1980 as
compared with double this figure in the mid-1970s. The current account
deficit in 1980 fell to about $500 million from about $1.5 billion in
1979. Between 1978 and 1980, direct foreign investment more than doubled,
rising from about $300 million in 1978 to an estimated $700 million in
1980. On a gross disbursements basis, medium- and long-term foreign aid
flows rose to almost $1.5 billion in 1980 from $1.1 billion in 1978. Over
half of these flows derived from U.S. project and non-project assistnce.

B. Current Balance of Payments Situation and Economic Justification

Egypt's balance of payments performance in 1979 and 1980 was
dominated by rapidly increasing oil export revenues. Foreign exchange
earnings from petroleum exports doubled to approximately $1.4 billion in
1979 and almost doubled again to an estimated value of $2.7 billion in
1980. As indicated in the Annex of Tables, total exports increased by 26%
in 1979 and by 33% in 1980.

As noted above, Egypt registered a current account deficit of
about $500 million in 1980, an improvement of almost $1 billion over the
1979 current account deficit of $1.5 billion. Amortization payments on
external debt were $1.3 billion, thus resulting in total external capital
requirements of about $1.8 billion. Total external capital inflows were
$2.4 billion. The resulting excess of total external inflows over
requirements of about $600 million enabled Egypt to increase official
foreign exchange holdings from about $500 million in 1979 to about $1.1
billion in 1980.

A continuation of relatively favorable balance of payments
performance is in prospect for 1981. Egypt's current account deficit for
1981 is projected at $625 million, marginally weaker than the 1980 figure
of about 3$500 million. Amortization payments are projected at $1.U4
billion, giving total external capital requirements of about $2 billion in
1981 as compared with $1.8 billion in 1980. Assuming an FY 1981 CIP
program of $300 million, total external capital inflows are projected at
about $2.4 billion. As in 1980, therefore, the net result will be a
further marginal increase in Egypt's official foreign exchange reserves of
about $400 million. On the basis of these projections, total official
foreign exchange reserves would be about $1.5 billion at end 1981.

These projected improvements in the balance of payments will
assist Egypt in maintaining official foreign exchange reserves at a
marginally prudent level. At the 1980 level of foreign exchange reserves,



Egypt's reserves were less than two months' commodity imports; at the
projected 1981 level of reserves, they will cover a little more than two
months' imports. USAID is in agreement with both the IMF and IBRD in
encouraging Egypt to raise reserves to even more prudent levels. In the
absence of a continuation of balance of payments support through the CIP,
there is a danger that Egypt could attempt to achieve satisfactory reserve
levels through a cutback in imports essential for maintaining the growth
process -- a reversal of a desired trend toward liberalization of the trade
and payments regime -- or an increase in short-term borrowing at
unfavorable terms. These alternatives need to be avoided.

Our concern with building up Egypt's reserve position reflects the
strong possibility that Egypt will need to supplement foreign exchange
earnings from petroleum with increased commodity exports at some point in
the mid-1980s.

Essentially, the improvement in Egypt's current account
performance in 1980 and in prospect for 1981 rests on the fortuitous
coincidence of sharp price increases for petroleum beginning in 1979 and
the bringing into production of new petroleum fields. The sustainability
of the improvement into the mid-1980s is problematic at best. At current
production rates of 600-650 thousand barrels per day, proven reserves will
be depleted in 10 years. Compounding the problem, domestic petroleum
consumption is rising rapidly. Toward the mid-1980s, falling petroleum
production, combined with rising domestic consumption, may reduce the
exportable surplus. Under these circumstances, it would be inappropriate
to say that the gains registered in the balance of payments in 1980
represent a fundamental improvement in external performance and that a
relaxation in needs for balance of payments assistance should be
contemplated. Anticipatory planning for a possible, if not 1likely,
worsening in balance of payments prospects suggests that it would not be
prudent to shift U.S. assistance efforts away from balance of payments
support at this time.

In addition, however, to a continued balance of payments
justification for the FY 1981 CIP, there are other strong justifications.
These relate to the character of the CIP program itself.

Egypt is currently mounting an investment program exceeding 26% of
GDP. Foreign exchange costs of this investment are estimated at about
one-half of the total. Only about 50% of the foreign exchange component is
projectizable in a form suitable for finance by international donors. In
the absence of availability of finance from international donors, Egypt
would have to finance the investment through recourse to supplier and bank
credits. Given the long gestation period of investment, it is questionable
whether much of it should be or even is capable of being financed on bank
and supplier credit terms. This is especially true in view of the recent
sharp rise in international interest rates and the hardening of such
associated credit terms as maturity and grace periods.



The CIP is a uniquely suitable instrument for financing under
these circumstances. It will directly provide financing for some of the
non-projectizable components of the GOE's investment plans -- those, for
example, that involve small equipment and intermediate goods purchases in
industry, transport, health and education. Additionally, it will free up
Egypt's own foreign exchange earnings for use in meeting other foreign
exchange investment costs.

The CIP is uniquely supportive of Egypt's investment efforts
indirectly as well. Most of the commodities purchased under the CIP
generate counterpart funds. The import and sale of the commodities
simultaneously restrain inflationary pressures and provide non-inflationary
local currency requirements of project investments. Given the likelihood
of relatively largé GOE fiscal deficits, it is essential that
non-inflationary sources of local currency finance be maintained and
developed through the CIP. No less important, if somewhat less tangible,
it is the uniqueness of the CIP in developing and maintaining a continuing
dialogue with the Egyptian government on all aspects of the economy.
Virtually all ministries, public sector enterprises and economic
authorities have been and continue to benefit from the CIP program. The
transactions undertaken through the CIP, their continuing character and
relative speed with which results are achieved provide a unique opportunity
to influence overall and sectoral policies as well as complement project
investments. Finally, the very substantial size of the U.S. assistance
program in Egypt makes it incumbent that we try to economize on the
managerial requirements of project implementation. One way to do so is to
continue to use the CIP as a way to influence overall policymaking.

c. Impact on U.S. Balance of Payments

The long-term impact on the U.S. balance of payments will be
fvorable. The loan/grant will be spent on U.S. goods and services. It
will permit U.S. suppliers/exporters to strengthen recently developed trade
relationships as well as create new ones. Past experience indicates that
future follow-up orders for machinery and spare parts will result in
additional U.S. exports on a commercial basis.

The GOE five year investment plan for 1980/81 - 1984/85 indicates
that total aggregate investment during the five years will equal $28.6
billion in 1979 prices. Approximately 50% of the planned investment will
be imported. Although part of the capital goods imports will be tied to
donor countries, much will be financed by the GOE and opened to
international competitive bidding. As a result of trade relationships
developed under the CIP, it is expected that U.S. suppliers should be able
to win a substantial share of the bidding. In the past, there were cases
where U.S. suppliers, particularly equipment manufacturers, were
competitive against other foreign suppliers in terms of prices, but were
by-passed by the GOE due to lack of attractive financing packages offered
by U.S. sources. In this connection, the proposed FY 1981 CIP assistance



includes 3$25 miliion which will erable the GOE to offer parailiel finar:ing
with other financial institutions for competitive imports from U.S. sources.

II1. STATUS OF U.S. NON-PROJECT ASSISTANCE

A. Commodity Import Program

"he Commodity Import Program for Zgypt was initiated in FY 1975 at
a level of $150 million. Through FY 1980 about 31.87 biliion have been
obligted, an average of over $300 mill:zcn a vear. Over 1,400 transacticas
have been completed arnd supply contracts cuasvmmated. Letters of Credit
issuea to U.S. suppliers now total zpproximate.y $1.5 billicn and abous
$1.4 villion have been disbursed.

STATUS OF FUNDS BY YEAR OF OBLIGATION
Data as of December 31, 1980
(in millions of dollars)

Fiscal Year Obligated Allocated Issued Disbursed Undisbursed
GRAND TOTAL 1,874.8 1,874.8 1,475.8 1,368.6 506.2
1975% 149, 8% 149, 8% 149, 8% 149, 8% -
1376 250.0 250.0 248.1 2547 5.3
TQ*#* 65.0 65.0 L. 4 58.3 6.7
1977 440.0 440.0 397.2 381.0 59.0
1978 300.0 300.0 285.4 260.6 39.4
1979 335.0 335.0 295.7 251.3 83.7
12.1

1980 335.0 335.0 35.2 22.9 3

*Original obligation for FY 1975 was $150.0 million. This figure reflects
net obligation after deobligation of undisbursed funds.
**Transitional Quarter.

B. PL-480 Title I, II and III

Since 1974, the U.S. has financed over $1.1 billion for PL-480
Title I commodities. In FY 1981 an agreement for $313 million was
reached. The major portion of this assistance has been for wheat grain
and flour. The wheat provided has been a critically important element in
meeting the demand for this basic foodstuff by the growing Egyptian
population.

Title II grant obligations since 1974 have totaled about 3$65.5
million and have been used to support feeding and MCH programs in Egypt.
Title III grant agreement will be amended to provide wheat valued at
approximately $30 million to date.
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While PL-U4B0 is very large, it only meet- =r- C"Z's Wwhea- and
wheat flour import needs. There remains a need I_r tne importation of
other commodities such as corn, vegetable o0il, etc., wnizn would
ordinarily be eligible for PL-480 financing. However, because of
inadequate PL-U480 funds, we anticipate that the CIP will be used to
finance these goods normally eligible for PL-480.

Iv. CIP IMPLEMENTATION

A. CIP Setting

CIP loans and grants are government-to-government loans/grants,
administered by the Ministry of Economy and Economic Cooperation (MOE).
The MCE, in collabepration with the Ministries of Finance and Planning,
allocates CIP loan/grant funds to various economic sectors requiring
foreign exchange at the time such funds become available. The receiving
sector or Ministry -suballocates its CIP allocation to central controlling
organizations, authorities and individual industries or groups under the
Ministry's umbrella in accordance with the Ministry's priorities.

GOE procurement procedures are nearly identical for all public
sector entities except for layering and the attendant higher level
approval and decision processes reguired of subordinated entities. The
entity's central controlling organization initiates the procurement
action, turning on-going details over to the user to resolve. The
controlling organization maintains a purchasing committee, composed of
member users and organization officials. Separate technical and awards
committees are also in place. Once a purchase is initiated, these
committees come into action, analyzing supplier proposals, recommending
awards and monitoring the purchase. Final decision to enter into a
purchase contract is made by the organization's director, or the sector's
ministry, depending upon the nature of the purchase. There are some
variations in this procedure. In some areas, the ultimate end-users form
their own buying group with ministry approval and undertake procurements
in the same way as buying associations in the United States. 1In other
areas, the buyer is a single industrial entity or an authorized
distributor, and purchase authority may be delegated directly to the
buyer after initial approval of the sub-allocation.

For non-A.I.D. financed transactions, the majority of public
sector organizations utilize formal competitive bid procedures, similar
in appearance to A.I.D.'s procedurses. The essential difference is the
method of post bid negotiations entered into by buyers to obtain the most
advantageous price for Egypt. Many routine repeat orders, especially by
public sector industrial concerns, are in accordance with normal
commercial practice for that commodity market, and a simple solicitation
of offers by telex or public announcement and negotiated pricing,
delivery, etc., may be utilized.

BEST AVAILABLE COPY



B. Past Experience

Utilizacion of CIP funds continues to expand substantially as
evidenced by a much broader range of imports, a larger number of
different buyers, and an acceleration in the private sector program. As
Egyptians have become more familiar with regulatiorns a:nc procedures
governing A.I.D. procurement, and USAID has developed a closer working
relationship with its many local counterparts, the broad application of
loan proceeds has escalated markedly. (See Annex of Tables, Table IV,
that summarizes the historical and current status of the CIP: (1) Egypt
CIP -- allocations by sectors; (2) Pattern of CIP; (3) Status of
agreement under CIP; (4) Summary of CIP financing by Ministry/Agency; (5)
Commodities financed under CIP; (6) Commodities financed under CIP by
category.) To date, there are over 120 separate public sector
organizations participating in CIP, purchasing either as the ultimate
user or as a buying authority for several satellite members. Each
loan/grant has had its major portion allocated to the same ministries,
but the purchases have often been by new end users, unfamiliar with
A.I.D. procedures. Over 250 Egyptian private sector importers have
utilized CIP credits.

Other major foreign exchange resources, such as GOE-owned
foreign exchange and other doners' aid, are used to fund regular GOE
procurements. Thus, the individual ministries and their
sub-organizations routinely utilize their foreign exchange using long
established practices. GOE procurement practices do not mesh well with
A.I.D. procedures that are designed to promote competition and to
establish formal contract terms that are acceptable to both A.I.D. and
the U.S. business community as a whole. USAID has ongoing programs to
brief organizations receiving their first A.I.D. allocations and alert
them to the preliminary work required under A.I.D. regulatins. These
steps did, at first, inhibit procurement and delayed disbursements in the
initial phase of the CIP program. However, continued use of CIP funds by
the same organizations, familiarity with each other's (A.I.D. and GOE)
procedures, trends toward purchasing fast disbursing large volume
commodities, in lieu of long leadtime capital goods, and greater A.I.D.
flexibility on negotiated procurement have all contributed to an
accelerated CIP utilization. Thus, in the period January through
December 1980, $351.9 million in Letters of Credit were opened, and total
disbursements amounted to $388.9 million.l/

1/Total disbursements are higher than the L/C amount due to prior year
L/Cs disbursed in 1980.

BEST AVAILABLE COPY
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C. Use of CZP Loan/Grant

The emphasis in funding a large volume of capital equipment,
with respect to on-going CIP activities, ras decreased in the past year.
Approximately 59 percent of the FY 1979 CIP was allocated for food
staples and industrial raw materials. It is anticipated that a
substantial portion of this FY 1981 CIP will be used to finance fast
moving bulk commodities which generally require less preliminary
procurement lead time and short (3-6 months) delivery terms. The
remainder of the FY 1981 CIP is expected to flow into capital goods, such
as plant, machinery, transport and communications items, construction
equipment and spare parts that would enable existing production
facilities to operate closer to full capacity. Subject to established
procedural safeguards (Sec. E. Review of CIP Transactions) which permit
capital equipment purchases to be reviewed on the basis of technical,
economic, financial and user-capability criteria, the CIP will continue
to be used on a limited basis to finance equipment purchases where the
review provides adequate assurances that the safeguards provided by the
projectizing process would be redundant.

It is anticipated that there will be some procurements of long
lead-time equipment that may require extension of residual portions of
the loan/grant. This type of delay is inherent in any CIP where the
fund is utilized by a large number of buyers with diverse requirements.

While our intention is to minimize purchase of long duration capital
goods by emphasizing, whenever possible, repeat purchases of replacement
equipment already defined and successfully purchased, we nevertheless
plan to finance imports of some capital equipment goods that are either
follow~on items to purchases already made under the previous CIP or in
new areas. The terminal disbursement date for this loan/grant should be
established 36 months from the date Conditions Precedent are met in order
to give sufficient time for delivery of capital goods which will be
purchased. One of the most difficult drawbacks to procurement of capital
equipment has been long procurement, production and delivery lead-time.
Much of the equipment is custom manufactured or produced only on order.
Buyers with a need for even small value equipment that requires 18 months
for delivery are precluded from participating because the initial
purchses preparation lead-time, coupled with suppliers' delivery times,
exceed terminal dates. Although terminal dates are later extended, this
additional time often is provided too late to initiate long lead-time
purchases when a planned purchase has to be canceled and reallocated.

A major consideration is any attempt to increase the financing
of short lead-time commodities is the overall difference in price between
U.S. sources and other world sources. The U.S. has not compared
favorably in price for items such as steel and certain types of heavy
machineries. Ocean transportation costs are substantially higher from
the U.S. in comparison to shipments from European sources. GOE buyers
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are naturally sensitive to these cost differences. Therefore, the U.S.
can be used essentially for those commodities where the U.S. is
competitive worldwide rather than the full range of items normally
purchased by the GOE from all sources.

In recognition of these problems, the GOE established credit
incentives for users of the CIP in an effort to familiarize purchasers
with CIP procedures and U.S. sources. Now that familiarization has been
established and also in view of the concessionary natuyre of the initial
interest rates established, we now believe that financing costs can be
raised to more realistic levels. As noted further on, credit terms to
the private sector users of the CIP have recently been hardened. While
we have not fully resolved CIP credit terms to the public sector users,
the GOE has expressed willingness to review credit terms prior to signing
of the 1981 CIP agreement.

Under the last three commodity loans and grants, the GOE began
an effort to make CIP funds available to private sector importers. A
total of $102 million has been allocated for the import of industrial
equipment, raw materials and spare parts. There was initially some delay
in establishing procedures and incentives as this was a new area of GOE
activity. Formal agreement was subsequently reached to streamline
private import formalities. The initiation of this essential aspect of
the CIP program got underway with the establishment of credit incentives
effectively providing private importers with nearly the same benefits
received by public importers. With this adjustment, the private sector
utilization of the CIP fund rose rapidly. Particularly the traders who
import for resale were quick to take advantage of the concessionary
loans. About 70% of the private CIP fund was used by the traders as
opposed to the end-users. In an effort to encourage more active
participation by the end-users, and to reduce unintended effects of the
program in favor of traders, the GOE introduced several important program
changes in 1980. Under the new regulation, while the end-users pay 6%
interest, the traders are now required to pay 10%. Furthermore, the
traders' import eligibility list is restricted to only 16 categories of
goods (see Appendix D) while no such restrictions were imposed on the
end-users. Even with these changes, the private sector importers have
continued to show their strong interest and resulted in opening of more
than 382 letters of credit to date.

The GOE has expressed a continuing interest in providing
additional funding for the private sector. In FY 1981, $35 million of
this loan/grant will be allocated for private sector use. Discussions
with the GOE point to a positive and practical attitude among government
officials in furtherance of private sector participation. These
allocations are expected to have substantial impact both in fostering
greater private sector development and in more rapid disbursement of CIP
funds. There exists a strong demand for dealer stocks of spare parts,
off-the-shelf equipment, tools, raw materials, and
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industrial machinerv. The GOE has encouraged imports of construction
equipment and materials necessary to assist the expansion of the private
sector industrial and service facilities. The principal GOE guideline
fcr private sector loan/grant utilization is geared to the development of
production anc production services, with built-in safeguards to insure
allocatoins do not stimulate import of luxury goods.

D. Conditions Necessary to Expedite Utilization

Cumulative utilization of prior CIP loans and grants {(on a
Letter of Credit basis) and projected disbursements of this loan/grant
are given in the following table:

FY 1281 FY 1982 FY 1283
(millions) tmillions) (millions)
Prior Loans & Grant $1,474 $ 400 $0
FY 1981 CIP Loan/Grant %o _160 100
51,524 $560 3100

Effective utilization necessary to gain the maximum benefit from
the loan’s budget support effort will require close adherence to the
following items:

1. Speedy approval of the loan/grant paper and PAAD.

2 Use of previously used standard agreement and initial
Implementation Letter terms.

3. Allocation of loan/grant funds by GOE prior to meeting of
the initial conditions Precedent.

y, Allocation of a majority of CIP funds to repetitive,
previously purchased volume supply and raw materials purchases.

5. Earmark major portion of loan/grant for use by previous CIP
volume purchasing organizations. '

6. Rapid ratification of loan agreement by the People's
Assembly.

A few of the actions USAID has taken to expedite all CIP loans/grants,
thus improving utilization, have been: review of existing allocations
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and ldentification of non-starters or slow users; recommendations to GOE
to reallocate slow moving allocations; identifying sensitive or difficult
procurements at the initial allocation stage and recommending
reallocation; identifying commodities where the U.S. is not competetive
with non-U.S. sources and recommending reallocation or alternative
purchases. These actions, together with GOE's prompt meeting of the
Conditions Precedent, should measurably increase effective utilization of
the FY 1981 CIP to current budget needs.

E. Review of CIP Transactions

USAID will continue to review CIP transactions to assure they
are not inconsistent with A.I.D.'s program strategy and/or detrimental to
the overall program. The steps taken in the course of this review are:

1. Initial allocations are reviewed with Ministry of Economy
to identify and rectify inconsistencies on broad area allocations.

2. Individual broad allocations are reviewed as they are
suballocated by receiving ministries, to determine scope, content and
possible conflicts with other A.I.D. activities.

3. All individual purchase proposals, from any sub-sector
allotee, are reviewed by the Office of Commodity Management and Trade for
identification of ineligible items, sensitive commodity issues and
availability of funds.

4, All purchase proposals are summarized weekly and presented
to the Assistant Director for Industry and Trade for approval and/or
recommendation to proceed, cancel or conduct further review/research
prior to determining that a given proposal is acceptable Copies of the
weekly summary of purchase proposals are forwarded to the Mission
Director and Deputy Director for their information..

5. The A.I.D. Commodity Eligibility Listing (1978), as
amended, is an integral part of each CIP, and the standard reference for
determining (a) basic initial acceptance and, (b) required prior
approvals or special conditions.

6. Relevant elements of USAID are involved in the
review/approval/rejection process of both broad allocations and
individual purchases as needed to determine suitability and avoid
duplication on project planning. Additionally, a bi-weekly and quarterly
Mission review of all CIP transactions is held with representatives of
all Mission offices to provide greater interaction with
Project/Controller/Legal and Programming personnel.

Te With respect to equipment and material purchases in excess
of 31 million for use in construction expansion, equipping, or alteration
of a physical facility, USAID reviews the transaction in order to satisfy
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itself that the activity is reasonably socund and that the expansion or
construction can effectively be carried out by the end-user, either
directly or with appropriate technical services. Purchases in excess of
$10 million require review and determination by AID/W.

F. Local Currency Special Account

In accordance with Section 609 of the Foreign Assistance Act of
1961, as amended, and as provided in the US/GOE Bilateral Agreement,
the Government of the Arab
Republic of Egypt will establish a Special Account in the National Bank
of Egypt and deposit therein currency of the Government of the Arab
Republic in amounts equal to proceeds accruing to the government, or any
agency thereof, as'a result of the sale or importation of eligible items.

Deposits into the Special Account are only generated by sales
and imports financed under the Grant portion of the CIP. In cases where
credit terms are provided to importers under the CIP, deposits to the
Special Account are made in accordance with the debt service schedule
associated with these credit terms. In all other cases, deposits to the
Special Account occur directly with the sales. The Special Account was
established in conjunction .with the FY 1979 Supplemental Commodity Import
Program Grant. Funds in the Special Account may be used for such
purposes as mutually agreed upon by A.I.D. and the Government of Egypt.
Agreement on general areas of use have been reached and specific uses of
funds are mutually agreed upon as specific uses are proposed. In FY
1981, most of the funds in the Special Account will be used to provide
part of the local cost financing requirements for Egypt's public sector
investment budget. The local currency generated through the sale of CIP
financed imports provides a non-inflationary source of finance for the
public sector investment budget. The remaining amount, as yet
undetermined, will be used for mutually agreed purposes which are
currently under discussion.

There will be no accrual of counterpart deposits from those
portions of the FY 1981 CIP grant that correspond to the (up to) $25
million set aside for the purposes of educational materials purchases,
the 315 million set aside for equipment purchases by the five urban
governorates and the $25 million trade financing rfacility. The FY 1981
CIP grant will therefore generate deposits of the local currency
equivalent to approximately $165 million. USAID representatives will
meet with GOE representatives to agree upon specific uses of funds in the
Spcial Account and to conclude a separate trust fund agreement.

G. Issues Raised in Recent CIP Audits

An extensive examination of the CIP operations has been
conducted by the Office of the Area Auditor General. Five audit reports
have been issued since August 1980 and two more are scheduled to appear
soon. The main areas in which the auditors expressed concern are Private
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Sector allocations (one report), Financial Procedures and Controls (one
report), and Internal Operating Procedures (three reports).

As suggested below, USAID has taken under advisement the
recommendations and issues raised in the Audit Reports. Some have been
acted upon. Others are currently under internal review. Still others
will be subjects of negotiation between the GOE and USAID.

To restrict possible abuse of private sector CIP allocations by
traders, the loan rate to traders has been raised to 10% a year from
2.5%. Moreover, traders' access to CIP financing has now been restricted
to 16 categories of goods designated by the GOE. New procedures have
been established to monitor more effectively private sector access to CIP
financing. In particular, the participating banks have agreed to accept
the responsibility for determining most of the pro forma requirements for
eligibility of importers and transactions for CIP financing in addition
to evaluating applications on the basis of ¢reditworthiness
considerations. These new procedures will permit USAID staff to focus
greater attention to avoiding possible unintended results/abuses within
the private sector CIP allocations.

On the Financial Procedures and Controls, USAID has already
issued a new Cash Management Procedures on January 20, 1981 (Order No.
19-7) instructing use of direct Letter of Commitment as a primary
financing method for all Host Country Services Contracts financed with
A.I.D. funds. Similarly for certain large bulk commodity procurements,
the direct L/Com financing will be utilized under the new Mission Order.

In their audits, certain CIP transactions were characterized as
"oroject-like." While certain kinds of transactions were cited as such
and questions were raised on whether CIP funds should be used for such
transactions, no adequate definition of what was meant was provided.
USAID continues to believe that the project format is not an end in
itself but a means to better ensure that technical, economic,
implementing capacity questions, etc., are adequately addressed. As
such, and subject to the safeguards noted in Section E. above, USAID will
continue to use the CIP to finance activities of the type questioned by
the Area Auditor General.

V. RECOMMENDATIONS

It is recommended that you authorize a grant to the GOE of $230
million (230,000,000 dollars) from current year funding. In addition, it
is reecommended you authorize a loan of $70 million (70,000,000 dollars)
from FY 1979 supplemental funding. The total of $300 million
(300,000,000 dollars) will be utilized for financing imports of selected
commodities, commodity related services and other services as described
below.



A. Interest and Terms of Repayment

Borrower shall repay the $70 million loan to A.I.D. in United States
dollars within forty (40) years fran the date of the first disbursement
under the loan, including a grace period of not to exceed ten (10) years.
Borrower shall pay to A.1.D. in United States dollars interest at the rate
of two percent (2%) per annum for ten (10) years following the date of
first disbursement and at the rate of three percent (3%) per annum there-
after on the oustanding balance of the principal and on any due and unpaid
interest.

B. Other Terms and Conditions

l. Conditions Precedent to Initial Disbursement

Prior to any disbursement or to the issuance of any Letter of
Cammni tment or other authorization of disbursement under the loan or
grant, the Borrower/Grantee shall, except as A.1.D. may otherwise
agree inwriting, furnish to A.1.D. in form and substance satisfac-
tory to A.1.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 ratified by and executed on behalf of the
Borrower /Grantee and that they constitute valid and legally binding
obligations of the Borrower/Grantee in accordance with all their
terms; and b) a statement of the names of the persons holding or
acting in the office of the Borrower/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 disbursement or to the issuance of any Letter of
Camni ttment or any other authorization for the disbursement under
the Grant for the Trade Financing Facility, the Grantee and A.I.D.
shall agree inwriting 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 Borrower/Grantee
and A.1.D. will meet to discuss the status of the econamny,
associated econanic issues and the relationship of the A.I.D.
program to these concerns.
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b. The Borrower/Grantee covenants to continue to support appro-
priate participation by the private sector in transactions for
which financing is provided under the CIP. Aminimum 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.l.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 amounts equal to proceeds accuring to the Grantee as a
result of the importation or sale of eligible items. Funds in the
Special Account may be used for such purposes as are mutualy agreed
upon by A.I.D. and the Grantee and otherwise specified in the
Agreement.

. Genera! Termns

a. Unless 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 Impiementation Letters.

b. Unless A.I.D. otherwi:: agrees in writing, camodities and
related services financed under the loan and grant shall have their
source and origin in the United States.

c. Unless A.1.D. otherwise agrees in writing, the teminal date for
disbursement shall be thirty-six (36) months following the
satisfactory meeting of the Conditions Precedent.

d. In addition to the items 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 equipment are
authorized to be financed.

f. The Grantee agrees to consult periodically with A.I.D.
regarding the implementation of the FY 1980 CIP fertilizer impor-
tation progran to detemine if special arrangements shall be
instituted to resolve the problems associated with the fertilizer
program

g. The loan and grant shall be subject to such other termms and
conditions as A.I.D. may deem advisable.
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BALANCE OF PAYMENTS - CURRENT ACCQUNT

TABLE I

(In Millions of Current Dollars)

1978
Trade Balance -3,151
Exports 2,132
Imports -5,283
Non-Factor Services, Net 536
Receipts 1,51
Payments -1,005
Factor Services, Net 1,342
Receipts 1,905
Payments - 563
Current Acct. Deficits -1,273
Unrequited Transfers 345
Current Acct. Deficits
Plus Transfers - 928

November 17, 1980

1979 1980 1981 1982
-3, 719 -2,878 -3,330 =4,735
2,963 4,692 5,465 5,=50
-6,682 -7,570 -8,795 -10,215
467 420 515 595
1,561 1,700 1,950 2,200
-1,09& -1,280 ~1,435 -1,605
1,644 1,778 2,040 2,559
2,520 2,975 3,480 4,070
- 876 -1,197 -1,440 -1,520
-1,608 - €608 - 775 -1,580
89 120 150 150
=1,519 - 560 - 625 -1,u4L0
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BALANCE OF PAYMENTS - CAPITAL ACCOUNT

TABLE I (Continued)

(In Millions of Current Dollars)

1978 1979 1980 1981 1982
Current Acct. Deficits
Plus Transfers - 928 -1,519 - 560 - 625 1,480
Amortization Payments ~ 899a/ ~-1,063 -1,31 ~1, 345 ~1,320

(Official Loansb/) (-250) (-436) (-U55) (-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.I.P.) ( 300) ( 263) ( u05) ( 300) ( 300)
(PL-480) ( 200) ( 2u5) ( 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 315 600 700 700 650
GODE 500 - - - -

Basic Balance 473 -347 +782 +890 =350

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

ST Bank Facilities, Net -379 53 -258 -400 +400
(Loans) (778) (600)
(Repayments) (=725) (-858)

Errors and Omissions - 35 331 - - -
Changes in Reserves (-zInc.) - 59 - 37 =524 -490 -50
Official Intern'l Reserves

Excluding Gold 492 529 1,053 1,543 1,593

3/ Based on IBRD estimates for 1978.

b/ Based on USAID/Cairo projections on future loans.

Sources:

November 18, 1980

Central Bank of Egypt, E/C and USAID/Cairo,
IBRD and IMF publications



TABLE I1

U.S. ECONOMIC ASSISTANCE TO EGYPT: FPY 1975-1980 -
(Millione of Dollaras)

—— ot - —

. L/G FY 1975 FY 1976% FY 1977 F7 1978 FY 1979 FY 1980

I. GENERAL ECONOMIC SUPPORT 250.0 518.1 647.1 500.85 576.0 710.3

A, Balance of Payments (Sub-Total) 248.1 501.1 620.7 476.5 561.0 670.0
Commodfty Import Program L (150.0) (315.0) (440.0) (300.0) (250.0) (2£80.0)
Commodity Import Program G ( - ) ( - ) ( - ) ( - ) ({ 85.0) ( 55.0)
Decentralization Support Pund G « - ) « - ) « - ) « -9 ( - ( 50.0)
PL-480 Title 1 : 4 L ( 93.1) (186.1) (180.7) (176.5) (226.0) (285.0)

B. Devclopment Plaoning 1.9 17.0 26.4 24.35 15.0 40.3
Technical & Feasibility Studies G { - 0.9) ( 15.0) (18.0) ( 12.0)‘ ( 5.0) ( 6.0)
Technology Trausfer & Manpower Development G ( 1.0) { 2.0) ( 4.5) ( 4.0) ( 10.0) ( 6.0)
Applied Science & Technology Research G « - ) ( - ) ( 3.9 ( 4.2) « - ) ( 16.3)
Development Planning Studies c ( - ) ( - ) ( - ) ( 3.8) « - ) ( 12.0)
Review of U.S. Assistance to Egypt c « - ) ( - ) « - ) ( 0.35) « - ) « - )
Summary: Loan Cowmpoment 248.1 501.1 620.7 476.5 476.0 565.0
Grant Coumpouent 1.9 17.0 26.4 264.35 100.0 145.3
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. L/G  FY 1975 FY 1976  FY 1977 FY 1978 FY 1979 FY 1980
11. INFRASTRUCTURE ' 30.0 173.0 123.01 221.0 305.8 193.1
Electric Power Digtribution Equipment for ’

Suez Canal Citles G (30.0) « - ) « - ) (.- « - « - )
Ismalia Electric Power Plant G (- ) { 99.0) ( 42.0) ( - ) « - ) « - )
Establishment of National Energy . . .

Control Center e (- ( 28.0) « - ) (12.0) .. ( - ) ( 2.5)
Gas Turbines for Electric Power at ’ : . cT

Talka & Helwan » L (- ) { 50.0) ( 19.0) ( - ) & - « -
Electric Power Distribution Equipament :

for Cairo, Alexandria, Shibin E1 Koam .

and Beni'Suef . L/G (- ) « - ) (17.01) " ( 29.0) v (- ) ( 10.0)
Expansion & Muderntzatioa of Cairo -

Water Systems . L (-) ( - ) ( 30.0) « - ) «( - X -
Expansion & Modermization of Alexandria .

Sewage Systems . L/c (- ) ( - ) ( 15.0) ( - ) ' 87.3) ( - )
Expansion & Modernization of Cairo )

Sewage Systems ) ] (- ) « - ) I - ( 25.0) ( - - )
Expansion & Modernization of Suez Canal

Cities Water & Sewage Systems : L/6 (- ) ( - ) ( - ) { 60.0) { 36.0) ( - )
Expansion & Modernization of '

Telecommunications Systems . L/C (- ) ( - ) ( - ) { 40.0) ({ 80.0) ( 80.0)
Design & Construction of Low-Cost

Housing & Community Upgrading G (- ) « - ) « - ) ( 50.0) « - ) ( 28.1)
Shoubra Electric Generating Plant G (- « - ) (. - « =) (100.0) « - )
Sinal Planning Studies [ (- ) (« - ) ( - ) ( - ) ( 2.5) ( 2.5)
Basic Village Services c (- ) « - ) « - ) « -~ ) « - ) ( 70.0)
Summary: Loan Componecnt ) - 74.0 '81.01 146.0 - -

Graat Component 30.0 99.0 42.0 75.0 305.0 193.1



L/G  FY 1975 FY 1976% ‘FY 1977 FY 1978 FY 1979 FY 1980

TRANSPORTATION, INDUSTRY, COMMERCE
§ FINANCE 35.0 255.6 21.0

—
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54.0 70.8

Suez Canal Rehabilitation
 Heavy Road Construction Equipment
Cargo Handling Equipment for
Alexandria Port
Suez Cement Plant
Expansioa & Modernization.of |
Textile Facilities
Support for Development
Industrial Bank :
Hydrographic Survey for Suez Canal
Port Said Salines (Salt Refinery
Facilities)
Port Suez Development
Industrial Production Sub-Loans
Techuical Assistance for Industrial
Development
Quattimiya Cement Plant
(1 Million Tons/Year)
Private Investment Encouragement Fund
Private Sector Feasibility Studies
Vehicle Maintenance Training
Management Development for Productivity
Mineral, Petroleumn & Groundwater Assessment
Tax Administration
Helicopter Transfer
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IV. FOOD AND AGRICULTURE

Grain Storage Silos in Cairo & Alexandria
Equipping of PVC Pipe Production Facilities

. Improvement of Irrigation Water Use &

Management
Canal Dredging & Maintenance Equipment
Grain Handling Equipment & Fats & 0Oils
Storage in Alexandria; GCrain Storagé
Facilities in Safaga
Re~-Equipping & Provision of New Irrigation
Pumps at 34 Locations in Upper Egypt
Agricultural Development Systems
Poultry Development
Rice Regearch Centér & Training
Aquaculture Development
Major Cereals Production
Small Farmer Production
Agriculture Cooperativa Development
Small Scale Agricultural Activity
Agricultural Mechanization
Agricultural Management Development
Agriculrural Data Collection

Summary: Loan Component
Grant Componeat

L/G FY 1975

ro
~

OO0 0O0 E: e

[

o

FY 1976*
44.3 32.5
(4.3) (- )
( =)  ( 3.0
( - ¢ 1.5
«( - ( -)
« - « - )
«( =) ¢ -
( - - =)
( =) ( -)
( =) ( =)
«( - ¢ -
C - ( -
«( =) ( -
(- ( -
«( =) ¢ =)
«( =) ¢ -
«C =) ¢ -
«( - C -)
44.3 31.0

- 1.5
-4 -

FY 1977 i 1978
83.84 13.8
« - ) « =)
« - ) « -
( 0.8) ( 1.5)
( 26.0) « - )

~
»
~
M
(=}
~
~
i
~

11.0) « -
1.2) ( 3.8)
0.47) ( 3.5)
2.37) ( 1.5)

- ) ( 3.5)
- ) « -)
-) « - )
- ) «( -
=) « -
- ) « -
) « -)

- ) « -

79.0 -
4.84 13.8

FY 1979 FY 1980
105.5 190.8
« =) « - )
« - ) « - )
S0 3. « - )
: ( 5.2) « -
=) « - )
« - ) ( 8.0)
« 7.9 « -
( 0.6) («( - )
{ 5.9) (« - )
« - ) ( 24.0)
{ 30.0) ( 17.0)
( 25.0) « - )
( 5.0) « - )
( 1.7) « - )
( 21.0) ( 19.0)
« - ) ( 5.0)
« - ) ( 5.0)
10;.5 198.8



L/G FY 1975 FY 1976« FY 1977

SOCIAL SERVICES 12.6 7.4 17.0
Rural Health Delivery System G « - ) ( 1.8) ( - )
Family Planning Program [ « =) « - - ( 4.0)
Integrated Social Work Training Centers [ « - ) ( - ) ( 1.0)
Devclopment Decentralization .G ( - ) ( - ) « -
Ucban Health Delivery System R c « - ) « - « -
Peace Fellowship Program G « - « - « -
Suez Community Health Personnel Training d « - « - « =)
University ‘Linkages G « - « - « -)
PL 480 Title IX g/ G (12.6 ) ( 5.6) { 12.0)
Summary: Loan Cowmponent - - -

Crant Component ' 12.6 7.4 17.0
TOTAL A.1.D. ASSISTANCE
(Excluding PL-480 Program) 261.2 794.9 699.25
PL-480 PROGCRAM : 110.7 191.7 192.7
GRAND TOTAL U.S. ECONOMIC ASSISTANCE Ef 371.9 986.6 891.25

Includes lnterim Quarter

- loan; G - Grant

Includes Estimated Ocean Freight Costs

Doeas Not Ianclude Egyptian Pound Crants

Includes $85 Million FY 1979 Supplemental Peace Allotment
and $55 M{llfion FY 1980 Supplemental Peace Allotment

ol = =
N

FY 1978 FY 1579
17.2 33.7

(¢ 1.8) ( 4.2)
( 6.0) ( 6.5)
( 1.5) ( 1.5)
¢ 1.4) . 2.5)
¢ - ( 5.0)
« - ( - )
« - ( - )
« - ) « -
{ 6.5) { 14.0)
1;.2 3;.7
750.75 835.0
183.0 240.0
933.75 1,075.9

L X X R N Xt Ran Wan Wan 3

FY 1980

190.8
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TABLE III

COMODITY COMPCSITION OF IMPORTS* 1977, 1978 and 1979
(in millions of dollars)

fan A

1977 1978 1979

Fuels S 84.2 $§ 73.4 S 37.3
Crude Petroleum - - -

Petroleum Products 13.8 19.6 10.7
Coke and Coal 70.4 53.8 26.6
Primary Cammodities $ 645 S 784 $§ 840.2
Wheat , 329.2 433.9 444.6
Tobacco 86.3 117.7 154.6
Maize 76.8 97.0 80.0
Wool 40.2 26.6 19.5
Sesame 15.3 11.3 13.6
Other 97.2 95.7 127.8
Intermediate Camodities $1,583.1 $2,078.7 $2,284.3
Animal Fats & Vegetable Oils 87.5 171.7 235.9
Chemicals, n.i.c. 185.6 211.2 286.4
Unwrought, waste and scrap metals 15.4 30.4 20.9
Iron and steel 201.2 271.4 502.8
Dyestuff and coloring 38.6 57.6 61.8
Wood 273.9 279.0 253.0
Paper and paper products 97.3 116.5 95.1
Fertilizers 38.9 58.6 35.0
Electrical products 65.5 118.3 69.0
Rubber and rubber products 36.6 69.6 38.4
Oils and Wax 23.5 26.1 36.8
Other 519.1 668.3 649.2
Capital Camodities $1,451: $2,199.0 S2,1n4.0
Buses, Trucks & Other Vehicles 222.7 408.6 601.5
Textile Machinery 103.4 172.3 122.5
Electrical Products 85.4 224.2 263.2
Earth Moving Equipment 91.6 157.2 172.4
Other 947.9 1,236.7 944.4
Consumer Cammodities $1,058.5 $1,602.5 $1,598.6
Durables S 325.1 S 442.8 $§ 432.8

*These data are based on customs records, and hence differ fram the
balance of payments figqures which are based on exchange control

records.



Automobiles and Motorcycles ( 141.6) ( 195.3) 222.3
Radio and Television ( 69.1) ( 8l.9) 58.8
Other ‘ ( 114.4) ( 165.6) 151.7
Non—durables $ 733.2 $1,157.1 S1,165.8
Wheat Flour 126.5 195.5 174.7
Sugar 42.7 104.0 89.0
Tea 66.5 112.6 118.3
Coffee and Cocoa 14.3 1.8 6.4
Meat, fish and poultry 69.12 112.6 176.0
Beans and Lentils 13.6 12.8 10.7
Medicines 35.8 51.2 50.0
Disinfectants and Insecticides 49.4 73.7 104.7
Paper and Paper Products 35.6 24.3 32.2
Other 279.7 472.6 403.7

Total

$4,822

o>

$6,737.6 $6,864.



TABLE IV

CIP Import Statistics

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

1.
2.

Eqypt CIP - Develogmental Aspects (Graph)
Pattern of CIP (Graph)

S'tatus of Agreements under CIP

Summary of CIP Financing by Ministry/Acgency
Camodities Financed Under CIP

Cammodities Financed Under CIP by Categorv



ECY?T COMMCTITY DPORT TROCRAM - DEVELCEMANTAL AEPICTS
FY 1975 thru FY 1680

ATLLCCATICNS BY SZCTOR

310

-4
J 4

$191 ' 108\ MARKET
acrrcurmure  \ESTe

Animal Feed  \PRIVATH

Farm Equipment pRxill

Irrigaticn Eq.
Seed

12%
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fanitation
Ziucation \ ),
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L/// 26%
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; INFRASTRUZTU'E
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Coomunications
teio % Suez Canal

Powver & Electrizity
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Civil Aviation
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PATTERN OF CCMODITY MPOPLS FINAICED UNDEK EGYIL CIP: FY 1976 Thru FY 1.30
(In i'iliicns cf Dollars)

BN S1CS
. £335
£315 —3
- : $3C0 P8 $3 |
AGR $65 ik
EHW $29 PHN  $42
AGR $38 AGK  $45
INCPA $94
INFEA 3148 . INFRA §7S INFPA 55
H
IND $122 IND $1€1 IND $148 IND $159 iND $164
s wui - o R LAY, ] ¥ e 2
PY 1976 FY 1977 FY 1978 FY 1979 PY 1550

PS - Private Sector (Markat Lconcay)

DI -~ Basic Bumzn Keeds (Healith, Sanitation, Educetion, Pood, atc.)

AGR - Agriculture (tnimal Feed, Farm Equipment, Itrijation, Squipment, Cfeeds, erc.}

TNERA - TInfrastructure (Traasposvation Fa,., Coxmunlcaticn Eg., Power, Elezturicity, i*ort, & 1011 Lhviatien Eg.)

INC ~ Industry (itaw UMaterlals, Textile bBo., Sugar Refiperias, Balkery Eq., Zement ifaciories, ivinwing, Eg.,
Aluminuex Fusnac, Frod Praceceing Hacliine, &uc.)

BEST AVAILABLE COPY
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STATUS OF AGREEMENTS UNDER AID COMMODITY IMPORT PROGRAM TO EGYPT
By Agreement Number a/
FY 1975 thru FY 1981 (1lst Quarter)

(In Millions of Dollars)

/T or Avallable
Agreement No. & Equivalent or
Agreement Date (bligated I ssued In Process Disbursed Undisbursed

GRAND TOTAL ILQZQ.B 1,474.4 400.4 1,338.6 53.2
262-K=024 79.9 b/ 79.9 - 79.9 -
(2-13=75%) ’

263-K-027 £9.9 E/ 69.9 ' - 69.9 -
(6-30-75) ‘ ‘
263-K-029 100.0 100.0 - 99.3 .7
(12-18-75) :

753-k 030 150.0 148.1 1.9 145,1 4.9
(5-22-76)

267-¢-026 65.0 64.4 .6 57.9 7.1
(9-30-76)

263-K-038 440.0 397.8 42,2 380.2 59.8
(3-06-77) '

263-K~045A 226.0 211.5 14.5 195.2 30.8
(2-27-78)

253-K-0458 74.0 72.8 1.2 ' 64.7 9.3
(2-27-78)

263-K-052 250.0 232.0 18.0 190.0 60.0
(5-19-79) .

263-K-601(G) 85.0 62.8 22.2 42.6 42.4
(8-29-79)

263-K-053 30.0 - 0.0 - 30.0
(6-30-80)

263-4-054 250.0 15.2 214.8 13.8 235.,2
(6-30-80) ’

263-k-A02(G) 55.0 - 5%.0 - s8.N
(£-30-80)

a/ Prngram Lnan unless. designated (G) which denotes Proaram Grant.
b/ Initial loan was $80.0 Mil. Less than 0.1 was deoblicitec when loan expires,
c/ Tnitial loan was $70.0 Mil. L=ss than 0.1 was droblinater’ when loan expited,



SUMAERY OF CIP FINAFTING FY 1975 thru FY 1981 (lst Querter)
By Ministry/Agency

{(In Millions cf Dollars)

Total Fercent L/C or _ fvellable
: Amount of Egquivalent or fAs of Noveaber 20, 1930
MINISTRY/AGEHCY Allocated Total Issued In Pracess Di<iursed  Undistursed
GRAND TOTAL $1,874.8 100.C¥ 1,874.4 400.4 1,328.6 26.2
Ministry of:
Agriculture 25.0 1.3% 22.0 3.0 18.9 6.1
Civil Aviation 2.5 0.1% 0.6 1.9 - 2.5
Communications 45.9 2.5% 36.5 10.4 33.3 13.6
Education 32.9 1.8% 16.3 16.€ 5.5 27.4
Electricity 86.6 4 .6% 73.0 13.6 €3.6 23.0
Health 13.7 0.7% 9.9 3.8 2.0 4.7
Industry (699.9) (26.7%) (375.4) (124.5) . {382.5) (l46.4)
Excluding GOFI 445.3 23.8% 357.1 £8.2 349.1 105.2
GOrl 54.6 2.9% 18.3 36.3 14 .4 43.2
Information 65.7 3.5% £2.5 23.2 21.9 33.8
Irrigation 5.6 C.2% 4.0 1.6 3.9 1.7
Reconstruction & New Commnities 12.0 0.6% 11.8 0.2 11.7 0.3
" Supply 722.5 38.5% 535.4 127.1 540 .2 182.3
Trace 9.3 0.5% 9.3 - $.3 -
Transpcert 173.6 9.3% 167.1 6.5 128.9 hy 7
Suez Caral Aulhority 58.4 3.1% 32.5 25.9 25.2 35.2
Governorates 13.2 1.0% 13.2 5.0 12.5 5.7
Privste Sector 102.0 5.5% €4.,9 37.1 £7.2 44 .8
undistributed Disrurs=man: : 24,0 ¢ ~34.0 =
* Some cishursrment ¢einil o of avallubie Ly WInistry for Crant €010 Thereforzs, uicpeciiied cnaount 15

reportea e,

BEST AVAILABLE COFPY



COMECOITIES FINANCED UNCER ATD COMMODITY IMPURT PROGRAM TJ EGYPT

FY 1975 thru FY 1931 (First Quarter)

(In Theousand Dollars)

COMCITIES RUAMTITY DOLLAR VB E
GR&M TOTAL $1,474,121

1. fecetate Tow 12,029 MT 22,5480
2. Aluminum Refractory Bricks 5,220 MT 1,210
3. Ambulances & Medical Items - 5,960
4. Automatic Bakeries . JEA 18,126
5. Batteries for Trucks 1,800 EA 54
6. 3eds, Hospital (EX-PROP) ® 5,745 EA 6i3
7. Bincing & Stitehing Machinery - 3,037
8. ouses{(City,Inter-City, & Other) 1,677 EA £3,730
9. Cable & Actessories - - 24,456
10. Carpenter Workshop Equipment - 297
11. Caustic Soda 2,300 MT 1,000
12, Chains, Shackles, Bolts, etc. 1,850 M1 422
13, Chemicals 819 MT 828
14, Chickens, Frozen 25,500 MT 44,365
15, Clgarette Paper 1,399 w1 2,600
15, Circuit Breakers 40,000 EA 123
17. Cokiry Coal 1,262,602 MT 9% ,971
i8. Comminications Systam & Telscem, - 3,502
12, Zemputers - 399
2N, Constructicen Eqg., Unsgecified - 10,452
71, Corcensers & Compressars 7,158 £A 2,677
2. Corn, fer Animal & tuman Consump, 1,075,885 MT 124,306
©3. Zotton, (Short Staple) 6,800 MT a2 710
24, Cctton Seed 0f1 162,400 M 95,579
25, Cranes 60 EA 3,959
24, Ccozars, Wheeled 11 EA 1,113
77, Drocgers 2 EA 2,989
M. Drills & Bench Gringers - 501
29. Mumcers, Rear 18 EA 1,405
30, Foucational Material - 7,780
Page 1 cf 4
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COMMODITIES FINAMCED UNDER AID COMMUDITY IMPORT PROGRAM TO ECYPT

FY 1975 thru FY 1981 (First Quarter)

(In Thousand Dcllars)

COMDOITIES

31.

9]

<o

=

S

2\

s,

55,

T

15,
37,
I

[‘1"4
Li,
3Z.

340,
45,

56.
57.
9.

59

S

€Q.

flectrical & workshop Eq.
Eievated Dry Dock

Engines, Diesel Marine

Fishmeal (For Animal Production)

QUANTITY

OOLLAR VALLE

1
287
7,000

Foed Processing Machinery

Forxlifts & Spares | €2 EN
Freight -
Gererators 100 EA

. Geopnyslnal Egquipment -
Grain Unloacers 96 EA
Craphite Electroces & Nipples 7,010 MT
Grinding Media -

. Hard Jacks & Elec. Springs -
Herbicicdes 587 T
Hydrogenat {ing 011 Line -
industrial Safety Equicment -
Insulators, washers 7 EA

. Ircn, Serap 22,000 MT

. Irrigetion Ecuipment -

. Kraft Paper & Liner 42,316 MT

. Lentils 5,700 MT

. Loagers, Front-End (Wheel-Type) 17 EA
Loncer & Traller (EX-PRCP) 11 EA

. Machine Tools -

. Matchboard 2,460 MT
Match Making Machinery -
Mattresses (EX-PRCP)(for Hospital) 3,47F EA
Micro-Buses & Vans 4 EA
Microwave Equipment -
Metallie Coods 21,800 MT

BEST AVAILABLE COPY

7,225
1,150
3,770
4,101
1,659

1,582
24,336
7,055
120
3,10

8,857
348
132

1,571

1,G40

171
1,i08
2,272
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8,582

6,118
584
647
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325
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COMMORITIES FINANCED UNDER AID COMMODITY IMPCRT PROGRAM TQ EQYPT

FY 1975 thru FY 1981 (First Quarter)

(In Thousand Dollars)

COMMODITIES CUANTITY DO.LAR VALLE

€l. M=torgraders 55 EA 2,840
62, Navigation Control System - , 16,610
63, Plastics - - 3,090 MT 1,827
64, Printing Machinre . - 21,333
65. Radar Survelllance System - 600
é%. Railwaycars (EX-PROP.) 1,112 € 2,206
67. Refrigerated Railcars 15 EA 2,591
ée¢. Refrig. Units & A/C Components - 1,422
£7. Refuse Collection Equipment - 13,220
7. Remote Sensoring Equipment - 1,192
71. Road Markers 2 ER 36
72, Road Rollers 33 EA 1,143
73. Rotary Mearth Furnace & Spares - 6,675
74. Rotary Thermaformer 2 EA 282
75. Salt Harvesters 5 EA 567
76. Sciantific & Medical Eq. - 5,361
77. Sedans 50 EA 231
72. Shovels, Diesel Power 2 EA 504
72. Soybean Meal 55,000 MT 10,646
8C. Soybean Seeds & Innoculantg 3,310 MT 1,996
g8l. Spere Parts, Bus - 21,687
22. ¢pare Parts, Cranes & Dredgers - 1,145
83. Ipare Parts, Elisctronic - 1,533
34, Snare Parts, Locomotives - 4,539
35, Spere Parts, Railrnad Cars - 5,183
&4, Spare Parts, Truck Tractor/Traller - 6,258
A7. Spare Parts, water Pumps - £63
£sl Sprayers, Agricultural 800 EA 1,820
49, Street Lighting Equipment - 2,283
9. Syrthetic Rubber & Carbon Black 731 MT 2,937
Pgge X of 4

BEST AVAILABLE COPY
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COMMOOITIES FINANCED UNDER AID COMMCDITY TMPORT FRUGRAM TO EGYFT »
FY 1975 thru FY 1981 (First GQuarier)
(In Theusand Dollars)

COMICLTIES QUANT T T DALUAR VALLE

71, Suliur Ore 26,500 M s,C21

9. Taliow S 255,354

93. Telechane Cables & Equipment - 2,238

94. Telephone Sxchange Lines 2,CCC Lines 817

95, Televislon froadcasting £q. - 17,829

96. Textile Supply Eq. & Dyestuffs - 8,827

97, Tin Oressing Plent Equipment . - 216

93, Tinplate for Foort Canning 102,200 M 62,681

95. Tire Plant Machinery - 3,349

00, Tires 4,200 EA 115
101 Tobacco Leaf . 23,334 MT 85,412
112 Tcbacco Processing Machines - 1,245
102 Tractlon Motor (Retuilt) 250 EA 5,271
1Ca Tractors, Construction 172 ER 7,162
105 Tractors, Farm 2,403 EA 17,247
106 Traffic Control System(Railroad) - 21,650
177 Treining Matarial - 200
108 Transformers 1,046 EA 4,991
195 Trucks, Pick-lp 1,200 EA 5,928
110 Trucks, Firz-righting 8 ER G5
211 Truck Tractor/Trailer - 399 EA 23,764
112 Trucks & Trallers 315 £A 13,354
.13 Trucks, Water 5 ER 10¢
lia Turhine & Spares - 10,153
115 utility Venhlcles _ £33 EA 2,329
V16 VTS Spare Parts - 1,567
117 water Pumps 532 ER 2,637
il2 welding Electroce & Eq. 264 EQ LB7
115 tiocopulp 72,353 M7 25,45¢
126 Private Sector Commodities #e - 65,832
122 Misc. & Non-Enumerated Prccucts - 6,158

* "Cocmmcities Financed" {s defired as transactions for which L/C or other
finencing decument has been issued. Spare Parts shippec with oricinal
ecuipment are generally not listed separately. However, Spare Parts
snipged separatelv are lista2d und2r spare parts.

*+ Private Sector Commodities may include any item listed as eligiblie In
the “A.I.0. Commodity Elicibility Listing®.

: 2ace 4 ct 4
BEST AVAILABLE COPY
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COMMIDITIES FINANCED UNDER A.I.D. COMMODITY IMFORT FROGRAM TQ EGVPT
FY 1975 thru FY 1981 (1st Quarter)
BY CATEGCRY
(In Million Collars)

SUMMARY £ MILLION PERCENTAGE ¥
Capital Equipment 50§.6 34
Raw Material 598.3 a)
Focd Items 303.3 21
Private Sector --&S,9 4w
Total: $1,875.1 hte i
CAPITAL EQUIPWENT i AMOUNT CAPTTAL ‘EQUIPMENT (Cmt‘d) - AMDLNT

—

N A= 2D = O N O M) U
- - - - »

Refuse Collection Eq.

Alr Conditioning Corp.
Telecommunications Systam
Telephone Cahles & £q.
€alt Harvesters

Traffic Contrnl Svetem
Railcars (EX.PROP.)
Tot:acco Processing Machin?
Furnaces

Matzh Making Machirery
Refrigerated Railcars
Martresses

Locomotive Spare Parts
Hyd, 0il Lire

Racar Surveillance Svstem
Street Linhting £q.
E£levatad Orv Dock
Scientific & Medic3) Eq.
Traction Motors (Re-huilt)
Navigation Control System
utility vehicles

Truck Tractor

Telephone Exchange
Training Material
Hospital Beos

Truck Trastors & Trallars
‘Autcmatic Bakeries
Soravers, Aaricultural
VTMS Spare Parts

Tin Cressino Plant Eq.
Total Capital Eculpment

Corputer -
Iincdustrial Safety Eq.
Remote Sensing

Electronic Scares

Marire Diesel Engines
Srare Parts

Trucks & Trailers
Tractors, (Farm)

Tractors, (Construction)
Tiees

EBus Spare Parts
Cnnstriuction Eq.

Grain Urloagders

Microwiave System
vec./Dental EqQ./Ambulances
Cinational Moterisl
Railrond Spare Parts
Arasrcastirg EqQ.

Tead Machinety

Trols, Machinery

Dredgrr, Crane

Cramey

Textile Equipment
Genersters, Transf. & Related.
wininn, Welding, Tire Plant £q.
Nzter Pumps, Spares
Mizrn-Buses, Sedans
Pink-1in Trucks

Printing Equipment
Mon=fnumerated Products

AU OV N A AdD OO dDMNBOD O A ANNTODTANN D>
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N
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* Private Sector Allaocation is ten percent of the current proqram. However,
Laans 026, €27, 022, and 020 Included na allocation to the private sectnr,
Therefcre, the cumilative percentage of private sector financing appears
somewhat low,

BEST AVAILABLE COPY
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COMLCDITIES FINANCED UNDER A I.0. COMMCOITY IMPORT PRANGRAM TC ECYRT
FY 1975 thru FY 1581 (1st Quarter
BY CATE.GORY
In Million Collars)

RAW MATERTAL AMOUNT
Tallow Inedible 258.8
Cotton, Raw 3.7
Kraft Paper 8.9
Tinplate ) 62.7
Coking Coal . $5.0
Graphite Electrode R.9
wWoocpulp 25.5
Tobacco 85.4
Acetate Tow 22.6
Cigarette Paper 2.0
Rubber/Plastics 4.8
Herbicides 1.6

tchboatd 1.0
Caustic Scda 1.0
Sulfur Ore 7.0
Scrap Iron - 3.4

Total Raw Materials $598. 2

FOOD ITEMS AMONT
Edible 0ii 9.5
Cern > 135.5
Frozen Poultry 44 .4
Soytean Meal (for Chicken) 10.6
Soybzan Seed 2.7
Lentils 5.1
Flepmeal 4.1

Total Food Items X
PRIVATE SECTORA® $65.9

*+ ny commodity listed as eliaihle In the A,I1.0. Commodity
Eligibility Listing may be firanced bv Private Sectoar funds.

Page ¢ o7 2
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ANNEX A

SECTORAL UTILIZATION OF CIP

1. Agriculture

Since 1975, the GOE has designated nearly 11%, or $164 million, of
the total A.I.D. assistance program to the Agriculture sector. The
percentage of the total CIP devoted to this sector has amounted to 8% of
the program for FY 1980. Some of the commodities financed under the CIP
for the Agricultural sector include animal feed, farm machinery,
irrigation equipment, improved seeds and inoculant, herbicides, and
special purpose vehicles.

Approximately 1.2 MT of yellow corn have been imported from the
United States under CIP financing. Roughly 900,000 MT of this yellow
corn have been used as animal feed which is a major factor in the
production of beef and poultry in Egypt. Although in earlier years CIP
financing was also utilized to import $10 million of soybean meal to
upgrade poultry feed and $1 million of soybean seed and inoculant, recent
improvements in the yield of soybean in Egypt, partly attributable to
this assistance, has produced a surplus of soybean meal this year, and
the GOE shifted FY 1980 CIP allocation to the importation of 4,800 MT of
fishmeal to provide additional nutrients in chicken feed.

The CIP has financed 2,400 farm tractors, which were assembled and
marketed in Egypt. Transport equipment, including 480 pickup trucks and
kO utility vehicles, has been delivered to assist agricultural needs in
rural areas. Ongoing activities included the CIP financing of locust
control vehicles to assist MOA in counteracting potential locust crop
damage near the Nubian frontier and 1,000 mobile spraying units needed in
controlling weevil infestation of cotton crops in the Nile delta area.

2. Infrastructure Development

The GOE recognizes the crucial need to rehabilitate and renew its
infrastructure. It allocates a sizeable amount of the capital equipment
portion of the CIP to priority requirement for the power, transport and
communications sectors.

a) Power

While the high dam provides significant power generating
capacity, the rapid increse in demand for energy and electrical power in
Egypt indicates the need for additional thermal power stations and
generating equipment to those presently operating, as well as those under
construction.



Furthermore, the power distribution and electrical transmission
facilities of the Arab Republic of Egypt (ARE) must be upgraded and
expanded to accommodate the increased demand for power supply to include
those areas of the ARE recently returned to administrative control of the
Government of Egypt.

During the past five years (1975-1980), GOE has utilized
approximately 51 million dollars of CIP loan funds for the purchase of
electrical power generating and distribution equipment, i.e., Gas and
Steam Turbine units, Mobile Transformer Sub-Stations, Mobile Diesel
Generating sets, electric power cable and accessories, plus spare and
repair assemblies and parts to increase the power generating capacity and
operational efficiency of the GOE power sector.

In addition to these commodity purchases to increase and expand
the power supply in areas throughout the ARE, AID projects being
developed, such as the 220 KV Power Transmission Line in the Suez Area,
scheduled for completion in the Fall of 1981, will have a major impact on
the electrical generating and distributing systems.

b) Transport

The deterioration of the ARE transportation network indicates a
need for an extensive requirement, and a high priority to be given toward
improving all aspects of the GOE transport system. The deterioration of
the Egyptian Railway System and the water transport facility resulted in
a heavy reliance on truck transport which consequently adds to an already
serious problem of heavy traffic congestion and inadequate road systems.
Additionally, roads, bridges, railways, water transport and ports are not
adequate to effectively cope with the rising volume of cargo traffic.
These delays in freight movement, port congestion and other related
factors, have had an undesirable impact on the Egyptian economy, and an
extensive and urgent rehabilitation program was desired by the GOCE,.

Utilizing approximately 174 million dollars of the CIP loan
funds during the priod 1975-1980, the GOE purchased much of the equipment
needed to improve the GOE transportation system. Approximately 34
million dollars was utilized to purchase railroad equipment, i.e.,
freight cars (various types) purchased through the AID Excess Property
program, refrigerated rail cars to transport meat and fish from port
areas to the regions of Upper Egypt; repairs and spare parts and
assemblies for locomotive; maintenance and ship equipment and allied
equipment.

Additionally, at present the Railway Traffic Control System
purchased with CIP loan funds (9.7 million dollars) is being installed to
improve the efficiency and safety in the operation of the Egyptian
Railway System.



CIP loan funds were used in the purchase of Marine Diesel
Engines and Drive trains for the major Egyptian Water Transport
Companies; navigational control system for the efficient operation of the
Suez Canal Authority; traction motors for the locomotives of the Egyptian
Railways; trucks, tractor and trailors for the heavy truck transport
companies; and associated heavy construction equipment for the major Road
Construction companies of Egypt.

The improvement of Egyptian port facilities, Alexandria and Port
Said, are being accomplished through AID project funds, cevoted primarily
for this purpose.

c) Telecommunications

The telecémmunications systen of the ARE has previously suffered
severely from a lack of investmen: anc planning.

AID has financed under the CIP loan funds the equipment required
for a microwave program implemented in two stages, to provide immediate
relief to the problem of Cairo's outmoded and overloaded telephone system.

The first stage is the interconnection of the Cairo exchanges
through two tandem exchanges located at Abbasia and Ramses. The second
stage is the connection of all local exchanges together to eliminate the
need to have a call go through the tandem exchanges when calling from one
local exchange to another.

This microwave installation opens a total of 8,000 trunk lines
between the tandem exchanges (Ramses - Abbasia) and allows expansion to
17,000 circuits and 300,000 cornections upon completion of both stages.

The GOE utilized a total of $35 million of CIP loan furds for
this procurement in two stages.

It is anticipated thét the greater share of future assistance
required for the telecommunications sector will be provided on a project
basis.

3. Private Sector

In response to the Government of Egypt's policy to expand the role of
the private sector in Egypt's economic development, A.I.D. has funded
specific programs to assist their efforts. A.I.D. is currently providing
$102 million in CIP funds for financing eligible commodities and related
services for private Egyptian importers. In FY 1980, the GOE allocated
10% of its CIP ($33.5 million) to the private sector and will set aside
12% of CIP ($35 million) from the FY 1981 CIP. Approximately 382 letters
of credit to U.S. suppliers have been issued through five public sector
Egyptian banks, totaling over $66 million. With the signing of the FY



1980 agreements, the GOE introduced several significant program changes
in August 1980. The participating banks have accepted responsibility for
determining the importers' and a transactions' eligibility, in addition
to their role of evaluating the importers' financial standing and credit
worthiness. A more significant change has been the effect of
discouraging participation by traders (importers of items for resale),
who previously utilized roughly 70% of the funds. Under the new
regulation, the traders are allowed to utilize the CIP funds for
importation from a list of 16 categories of goods (excluding reinforcing
iron bar which has been their favorite import item) and their interest
payment is raised to 10% from 2.5% per annum. By these increases, the
GOE intends to encourage more active utilization of the fund by the
end-users and discouraging uses by the traders who had often taken
advantage of the concessionary loan terms to accumulate inventories
excessively, to take early profits, and to import goods on speculation
rather than on end-user demand. Even given these dramatic program
adjustments, and the fact that new funds have been in place only 90 days,
the banks have approved and USAID has concurred in transactions totaling
an additional $9.2 million. USAID is responsible for verifying the
commodity eligibility and monitoring the proposed transaction for
compliance with good commercial practice. Under current terms, the
fledgling Egyptian private sector has better access to capital imports,
such as replacement machinery, spare parts, industrial raw materials,
resale stock items, etec. The minimum size of an A.I.D. financed
transaction is $10,000. A single Egyptian importer is not allowed to
utilize more than $500,000 in CIP financing for like commodities in a
l2-month period without the approval of the GOE. The GOE has excluded
Law 43 (joint venture) companies, but will consider approving their
participation if they are producing goods of an import substitution
nature. :

In addition to CIP financing for the more immediate needs of the
private sector, A.I.D. has established several other programs to assist
the private sector. Through the Development Industrial Bank (DIB),
A.I.D. is providing medium-term financing of investment projects. A
total of $31.5 million in sub-loans has been provided for the
establishment or expansion of business activities in Egypt. The DIB
makes its own detailed evaluation of projects and heavy emphasis is
placed upon economic benefits of the projects to Egypt's developmental
goals. DIB has approved approximately $28 million in loans for business
investment. Additionally, A.I.D. is providing $30 million to establish a
new fund to co-finance, with designated participating banks, the
expansion or renovation of industrial and other projects with total cost
of at least $1 million. The Private Sector Encouragement Fund is
directed toward medium-term financing of larger sized investment projects
and is available to Egyptian and joint venture companies. The Fund will
provide loans and, in exceptional cases, equity participation for the
procurement of U.S. equipment and service. This Fund is expected to be
operational in early 1981, after completion of detailed arrangements with
the Ministry of Economy and participating banks, which are expected to be



a wide range of public and private sector banks. In addition to the
ma jor private sector programs outlined above, A.I.D. is providing $5
million for private sector investment studies, which will reimburse
qualified U.S. firms up to 75% of the cost of produc:ag pre-investment
feesibility studies. It is expected thit procedures for this project
will be in place by mid-1981. A.I.D. is currently exploring the
desirability of an Industrial Free Zone project and a project to
strengthen the information and promotion efforts of the Egyptian
Investment Center.

4. Basic Human Needs

About 13 percent ($236 million) of CIP funds has been allocated so
far by the GOE to meet a number of basic needs, e.g., health, sanitation,
education, and food. The CIP has financed 30,000 MT of frozen poultry
(approximately 30 million birds) resulting in market price stabilization
and incentive for the private sector to expand cold storage facilities.
Approximateiy 1.2 million tons of corn have been imported from the U.S.,
of which two-thirds was used for animal feed thus contributing to an
increase in local production of poultry and beef. Another significant
input has been the financing of 160,000 MT of edible oil which
constitutes an affordable nutritional substitute for expansive animal
fats among the low-income population. 1In the field of health, the CIP
has financed 140 ambulances for a newly created emergency medical
service, and 6,000 hospital beds acquired under A.I.D. Excess Property
Program. Worth mentioning in this context are the 480,000 MT of
CIP-financed tallow which have gone into the production of 2.4 billion
soap bars and practically eliminated previous periodic shortages. Also,
the CIP has financed the purchase of 170 refuse collection trucks and
12,000 refuse containers and bins which are having a significant impact
on the clean-up campaigns in the two major cities of Greater Cairo and
Alexandria.

Under the FY 1979 CIP supplemental grant, $15 million was earmarked
in support of education ($5 million for universities, $3 million for a
textbook production system and $7 million for basic education). This is
additional to the $2.6 million allocated to 1l universities under a
previous CIP loan. Under the FY 1980 CIP supplemental grant, $10 million
was earmarked in support of education.

Approximately $7.8 million of the first CIP set-aside for education
was used to purchase packages of 13 different kinds of basic education
commodities including workshop tools, vocational agricultural equipment,
audio visual materials, and science teaching labs. The initial shipment
of these commodities is expected to arrive on/or about-March 1, 1981.
Another $2.2 million was used to finance the U.S. component of a book
production system which will be used to produce all texts used throughout
the school system. (The equipment is in country but not yet set up for
operation.) In university commodities, impact will be achieved through
procurement of cafeterias, hostel furniture, library furnishings, copying
machines, mic¢roscopes, and microfilm equipment, journals and indexes.



ANNEX B

FERTILIZER - CIP

The 1980 Commodity Import Program (CIP) fund was increased by
$50 million to permit the Government of Egypt (GOE) to use its own
foreign exchange resources to increase the level of fertilizer
imports. The importation of an additional 850,000 MT of 15.5%
nitrogen fertilizer, divided into three categories described below,
was sought. These additional imports were aimed at: (a) filling a
gap between supplies from domestic production/regular imports and
distribution targets; (b) enabling the original distribution targets
to be exceeded as a stimulus to agricultural production; (¢) raising
fertilizer use closer to levels which analysis indicated should be
profitable; and (d) changing the perceptions that fertilizers were
scarce and must be rationed.

Simultaneously, it was recognized that the existing GOE
policy of providing fertilizer to farmers at relatively low,
subsidized prices meant the proposed increases in imports and sales
would result in additional GOE subsidy costs of $140 million. This
led to the conclusion that some efforts to raise fertilizer prices,
if only to test farmer response, would be justified. Lowering
subsidies and simultaneously raising output prices would have been
the first choice method of maintaining farm income and reducing
subsidy costs. However, this was acknowledged to be a complex
undertaking and attainable only in the longer run. Therefore, as a
first step USAID and the GOE agreed that out of the 850,000 MT,
550,000 MT would be imported for sale at a one-half subsidy price
and the remaining 300,000 MT would be sold at the fully subsidized
price. Under this alternative, the increse in subsidy costs to the
GOE under this alternative would amount to about $90 million rathrer
than $140 million.

Closely related to and supporting rationale for the indicated
split between fully subsidized and less than fully subsidized
imports was an interest in expanding the number of organizations
handling fertilizer and increasing possible sources of supply for
farmers. Thus it was agreed that the Principal Bank of Development
and Agriculture Credit (PBDAC), the nearly monopoly supplier, would
handle the 300,000 MT of fully subsidized fertilizer in its normal
manner while the 550,000 MT to be sold at one-half subsidy would be
imported by the private sector (400,000 MT) and semi-private sector
organizations (150,000 MT).

The GOE agreed to provide the necessary subsidy amounts for
the 300,000 MT of fully subsidized fertilizer and the 550,000 MT >f
50% subsidized fertilizer. The GOE also committed itself to supply
official foreign exchange resources for 450,000 MT of imports and to
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authorize the importation of up to 400,000 MT by the private sector
using "own" foreign exchange. Finally, the GOE agreed to ensure
that adequate Egyptian L.E. credit would be available for the
private sector importers to permit them to obtain foreign exchange
necessary for the 400,000 MT of importations.

The extent varies to which these multiple objectives for the
fertilizer offset program have been met. The GOE did arrange for
the importation of the 300,000 MT to be handled by the PBDAC. The
entire quantity was ordered and has been received. As of December
31, 1980, the total amount has been distributed. The subsidies for
the total amount were allocated by the Ministry of Finance.

In August, two semi-private sector organizations, the
Egyptian Agricultural Organization (EAQO) and the Horticultural Union
(HU), were officially notified that they would be allowed to handle
150,000 MT of fertilizer and it was announced in the Cairo press
that the private sector would be allowed to import 400,000 MT of
nitrogen fertilizer. Both quantities would be for sale at one-half
of the normal subsidy price. The GOE confirmed that funds for
subsidy amounts had been allocated.

Progress by the private and semi-private sectors following
this encouraging beginning has been slow. The GOE did authorize the
payment of one-half the regular subsidy amount on 5,000 MT which a
private sector firm had imported just prior to the finalization of
the CIP agreement. But the private sector has proved reluctant to
engage in further fertilizer imports. There were several
applications for authority to import fertilizer but to date only
25,000 MT are actually under procurement. Reasons for the
reluctance, as indicated by a USAID survey, include: {a) initial
uncertainty over the size and timing of the subsidy payment; (b) new
requirement for an advance deposit of 40% imposed on "own" exchange
imports (according to the GOE this cannot be reduced, and means that
importers must have sizable cash resources or credit availability);
{(c¢) uncertainty over the length of time the program will be
continued -- importers indicate that participation would not be
worth the effort if the program is to be discontinued after a short
time or a few transactions; (d) difficulty in establishing
relationships with exporters -- related to (c¢) above; (e) complexity
of managing fertilizer importation and distribution ~- anticipated
problems in port clearance, obtaining necessary storage and
arranging retail outlets; (f) inadequate information on the market
-=- the private sector does not have basic information on price
structure and possible demand given balck market and fully
subsidized quantities available; and (g) need to obtain foreign
exchange on open market at higher than official rate -- again
relates to market uncertainty and profit margins.
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Attempts by the semi-private sector organizations to import
the 150,000 MT have not yet been forthcoming. This seems to be the
result of three factors: (a) the EAO was designated to handle all
imports for itself and the HU because of previous import experience
and because it would qualify for an exception to the deposit
requirement -- the HU thus is dependent on the EAO for supplies; (b)
the EAO had previously imported 30,000 MT of fertilizer for sale at
less than the full subsidy, but because of distribution and types of
fertilizer problems, it has been unable to dispose of the entire
quantity. The EAO does not wish to import any additional amounts
until on-hand stocks are sold; and (¢) the need to clarify that the
GOE would provide official foreign exchange for the importation
rather than only facilities -~ the provision of foreign exchange
would allow a reduction in procurement costs and consequently a sale
price of roughly L.E. 100/ton or down to a level where the EAO feels
sales would be forthcoming for the types of fertilizer being
considered. The EAO has agreed to proceed with a 10,000 MT
procurement once the foreign exchange is provided but the final
arrangements remain to be worked out with the Ministry of Finance
and the Central Bank.

In retrospect, it appears that the overall slowness in
implementation stems from inadequate USAID and GOE staff work on the
feasibility of the program combined with the multiple objectives
involving several organizations, each with a slightly different
perspective. Additional staff work could have perhaps determined
some of the constraints to private sector participation allowing
additional measures to alleviate these constraints to be developed.
Similarly, it is not clear that the relevant levels of the GOE were
fully aware of the magnitude of the costs if the fertilizer import
programs were fully implemented. The cost in foreign exchange wculd
exceed $150 million and the subsidy would total roughly 3$90
million. For an additional $50 million in CIP funding this is
perhaps a high price to pay. More staff work might have clarified
this point.

The multiple objectives involving several organizations also
make some additional slippage almost inevitable. Certainly the
complex package increased the possibility that questions or
activation difficulties would arise delaying or slowing the entire
program. Many of the difficulties seem to reflect the narrow
perspectives of the individual organizations indicating a lack of an
original consensus. The Ministry of Agriculture (MOA) was
interested in additional fertilizer to boost production but not to
the extent that they were willing to push the EAO or the Ministry of
Finance (MOF) very hard once problems became evident. This caution
probably reflected disagreements in the MOA and a sensitivity to the
"bigger" picture with both the MOF and the Egyptian farmers over the
actual market for higher priced fertilizer. The EAO is
understandably concerned with the sale of its existing fertilizer



le

stocks before importing new quantities. As long as the EAO does
move to import fertilizer, they hold a bargaining chip for
additional GOE assistance in moving the old fertilizer, perhaps in
the form of additional subsidy payments. The MOF is concerned with
the costs of the program to the GOE, and perhaps the political
implications of higher priced fertilizer, and therefore is not
unhappy if the program moves slowly.

Recently, in a further effort to stimulate the program,
agreement with the MOA has been reached that fertilizer imported
under the fertilizer understandings will be sold at 50% above the
regular subsidized price. The effect of the new agreement would be
to lower the sales prices of fertilizer under the program by
10-20%. This modification to the original one-half subisdy
agreement would retain the multiple objectives thereof while
addressing the concern raised by both private and semi-private
sector organizations that only limited demand exists for fertilizer
at the one-half subsidy price. Whether this change will be
implemented depends on the willingness of the MOF to go along with
the proposal. These negotiations are under way.

In this situation there seems to be several options for
1981. The most obvious would be to abandon further efforts to
obtain any of the multiple objectives originally sought. A second

would be to continue to press for compliance with the 1980 agreement

for an additional time period or at last until some significant
quantity of half-subsidy fertilizer was placed on the market. A
third would be to provide additional resources to continue the
fertilizer program to reflect the continuing USAID belief that the
original objectives are worth pursuing and that additional
fertilizer use is an effective means to a higher production.

We rcommend the third option with more limited objectives
than were a part of the 1980 agreement. Specifically, we would
focus on a modest level of cooperative and semi-private sector
imports for sale at a lower subsidy level. We would continue to
press for compliance with the 1980 understanding regarding private
sector imports but with less vigor.



ANNEX C

TRADE FINANCING FACILITY

An amount of 325 million of grant funds authorized under the
FY 1981 CIP will be set aside to provide parallel financing with
other financial institutions for internationally competitive imports
of U.S. source and origin in order tc provide a package of credit
terms which cczpare favorably with credit terms offered by foreign
financing f_cilities for commcdities c:' other than U.S. source ard
origin.

The Government of Egypt (GOE) will be requested to survey
prospective international procurements to determine whether U.S.
suppliers can offer the desired commodity. If it is determined that
the U.S. is an appropriate source, the GOE may consider, with USAID
approval, use of the CIP trade financing facility.

Because the decision to utilize funds under this set aside
program will be determined only after completion of internaticnail
evaluation, the procedures of procurements will come from normal GOE
Procurement Procedures in lieu of the A.I.D. Regulation 1 procedures
followed under the normal CIP program. This principle will be set

forth in the Project Agreement.

Detailed Procedures for utilization of this trade financing
facility will be determined by agreement between the GOE and USAID
and will cover, at a minimum, the following:

1. Initiation of proposals to utilize the fund
2. Notice reuirements

3. Requirements for competition

4, Treatment of unsolicited proposals

5. Price tests

6. Contract provisions

7. Commodity eligibility

In addition, the procedures will take into account the
requirement for coordination with the U.S. Export-Import Bank zna
other credit sources and obligations the U.S. may have under the
Bern Agreement concerning mixed credits.

BEST AVAILABLE COPY



Arab Republic of Egypt
Deputy PYrime Minister
for Economic¢ and

ANNEX D Financial Affalrc

August 20, 149890

Circular # 14 of 1989
Amending Cireular # 8 of 1978
Covering Use of U.S. Commodity Loanc:
3y the Private Sector

1. In order to encourage the Egyptian privaté seccor

to contribute to the boosting of the developmépt.in
‘conformity with-the priorities set by the State, the
Egyptian private sector-is allowed to use aums‘of'money
cof the U.S. Cormodity Loans allotred to the'priiate sector

engaged In the following fiélds:

a. Production (foodstuffs - agriculture - ‘rrigation-

industry). t \

b. Production services (transportaticn - wmeans of

_communication - housing - rehabilitaticrc - conctrvetion

utilities - roads).

¢, Trade (commodities designed tec *jarticipate In develie o

as per the attached list)

d. Production socleties - production cooperatives-
pfivate hospttals.

e. Private entrepreneurs (e.g., doctors,‘engineera,

accountants, agriculturists, etc.)

BEST AVAILABLE COPY



2. The said loans finance the import of éapital and
intermediary commodit{ies (raw materials and spare parts, wi-or
capdtal gocds).They do not finance luxury or écﬁsu:er zoods

cr foodstuffs or complete projects, nor do they finunce

goods for re-exportation in their same conditizn but

they must form components of the final product.

3. The importer must have a commercial register number
and a taxation card, snd the letter shall suffice in

the case of private entrepreneurs.

4. The Public Sector's commercial and specialized banks
which are alloted sums of money of the U‘S,-bommodity Loans
es well as Egyptian and joint banks (through tho Public
Sector's commercial banks), are authorized td re-loan them
to their cleints in the‘Privace Sector referredlto atove.

Y .
These loans are used for financing those commcdities which

rlay an active role in boosting development.

5. The public sector commerical and specialized banis
shall be indebted to the Ministry of Finance for the azo_n-
used of such loans advanced to their Private Sector

clients and they shall be obligated to pay thc Ministry
of’Finance account with the Central Bark 257 éf the omoun:
of the letters of credit opened against the U.3. cormmodir;

- loans in accordance with the posted rates of ewmchange oi. =%~

BEST AVAILABLE COPY .
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date, and che client slhall also be obligated to setrtle

this percentage as a deposit instalment in Igyptian currerc .

ard on the strength of the said rates of excharre.

6. The Public Sector commercial and specializod banks

shall setcle the outstanding balance (75%) of}the cost of
each shipment to the Ministry of Finance account with

the Central Bank. Likewise, the client shall settle the
cutstanding balance of the cost of every shiprent to tle

-said banks with a maximum'of three (3) years wtth'rcspecc

to commodities ;nd services imported by the pfoduction

sector for its own use, and two (2) years with tespect to

the commodities imported for re-sale, provided that settlomunt

te effected by equal annual instalments.

-
h

The Public Sector commercial and specialized banks
shall remit interest payments to the Ministry of Finance

account with the Central Bank with respect of the outatanding

talance at the rate of 67 per annum for commoadities and corv.cos

irperted by the production sector for its own use, and 17
per annum for commodities imported for re-sale, un couditic..
that Lanks charge their clients upon re-advancing lcans

tte same’ interest rate that the Ministry of Fiﬁance receive:

ivs banking commissions in accordance with teriff prices

o

of the banking services of commercial banks e-tatlished

by the Central Bank.
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8. In the event of such banks providing eredit fucilities
to clients for settling the down payment or tie . instalment:
on thetr due dates, they shall charge intecrest ;:cording

t< the interest rate chart wvalid at the time. Fanka buve
tle discretion to grant this facility or not ir the light

cf their evaluation of the clients financial positior,

nrovided that it shall have wno bearing on the commercial

anld specialized banks commitment to the Minlstry of Finnnoo.

T
lon
[y

G The validity of the interest and the lixir - ¢!

~

Tirst in:stalment az well as the following inscsimente of

\

.

the outsgtanding balance shall starr effeqcive ile
of USAID's scttlement of the commcdities curct " v Leniwiag
see to the loan's accourt. This s in reSpeCﬁ5cf the

interest Jue by the banks to tae Minlstry of Jinuance or

1 - the client to the bank. The lirtorcst and tlhe irstalounce

£

~ A

.

stall be calculated in Egyptian currcrcy on ti: bus

in

I+

the posted rates of exchange cn the data of sett.ement hv

-

L13AID0 of the cost of ccocmmoditiesg by debliting cmre to rhe
loan's account, The commercial and spuéiali:ed Dbaaks

shall ask the banks abroad and USAID/Cairo renreseatat..c
to advise them inmedilately of the dates of settlement cf

rie letters of credit by dcbiting same to the loun's

sccount, This Is carried out 1in order to enakble Fixinyy
tle dates on which the intercst and instalmenns shal

lee witheut delay.
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10. The public sector commercisl and specialiiéa tanks
shall authorize the Central Bank to debit thei:;accounts
for the amount of interest and instalmen:s.dﬁc:tﬁereby

to the Ministry of Finance. And also, supply the latrter
(the General Administration for Financing and loans) with
8 copy of the authorization showing the details related
to the letter of credit and the amount of the Bill of
Lading debited thereto' (to the letter of credit) and the

date of tis debiting to the loan's account.

.l

l11. The U.S. commedity loans are not generaliy available
to companies established under Law 43 of 1074, except for
“liose companies which produce iwmport substiivtes and

obtain the agreement of the Ministryv ¢f Econceny

12, Those wishing to utilize the U.S. Comrodiry Loans for

the private sector shall apply direcily to baukis for finencing
thelr imports. The banks should secure the Ministry
of Econcmy's consent (The Internaticnal Cocpoz.mion Sector,

in the avent thc sum of money reaquested exczeazds $500,000.

13. Ro single client may be allowed to uge sums of
money exceeding $500,000 fer financing the purchase of

cne commodity,

BESY AVAILABLE COPY .
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14, No single client shall be allowed to use sums of
money exceeding $1,000,000 within 12 wonths frem the date

of opening the first letter of credit.

1. Each of the following shail be consldered une
client when calculating the maximum c{ the surms ¢S monev
tce be advanced to a client under clauses 13 and'lb b:
ttis circular whether either or both of them 5pply for
tenefiting by suck leans:

A. Natural person who is wemter of a »artacrship

L.,

th]

:nd the company itself.

"

B. A partnership and another purtnership .f which che

former is a member.

C. Natural person and members of hig family up

to the fourth kin.

1

€. The bunk shzll ask the client to present three {3}

wilers, gr least by (3) U.S. suppliera of th commod.otiv.
lesst, v

t> te iwmported, and ¢ statement showing such ¢ff2rs and 1«

cli

[+

nts recommendation, unless tha USAID Repulotion 1

allows for otherwise,

.-
~d

The bank shall forward a copy of such offers and

f thestatement referred to,to USAID./Cairo

18. USAID/Cailru shall furnish banks with a liﬁt nf the

U.S. Commdoties allowed tc be exported abroad;Cdutsidc‘zhc
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USA} through USAD finaneing, and witl anv ameoraacents
to be introduced thereto, and the kanks shall ‘La “ounsd.

Iy

the infortativn 2f coredities

4 ]

ret to open credits to

—

apalinst the U.S. Commodities Leans fov the jrivate soctor
orter than those inciuded in the sald lict., o cepyv orf
thie Televant form shall be forwarded te USAID/Cairo for

ckecking and approval prior to openinpg the Lettor of Cradid.

0
}ae

o

Approvals issued by the Ministry of Econormy or the

o

gnkey for fimancing commodities to be imported for i
»rivate sector, should be executed in o maxinmum pericd of
tea (2) menths frem the date of approval.  howeswvor, thelr
renawal may be considered accordéin, to each cauve with
the conzentef the issuing partics poowidad éhni;thu
Irpcevter submits such a request at lelst fiftccn'(!S)

Jave before the expiration date. .

REA) T

2. The public seeter commercial and wnecialined Fonles
mny ror lssue a letter of credic feor any pezoon otler thon

the cne in whose name the prcforma Livol

-

2 is lsiued oo
‘he U0, supplier. The banks ave not sutboricsod mo aoca
ary letter of credit In a manner contrary to the profoiig
‘nveice eoxcept within the limits of rhe mino: techrical
Inctouctions which might be expedient to facilitate the
izportatiosn process already approved, which payv not e

transferred to a tiird party.

v
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21, Credit opened for the importation of rawv msterials

. T 5 ~rmes 31 A v 11 i h 1' b, ."id :.- PR TR AR

aad intermediary commodities shall be val for a peri-c

of time not cxceeding six (6) monthks, but the credits cne.o
for the importatiorn of canital goads shall =e wvalid forv
period of time not excepding one (1) year. Forth time-l:ui::

are not renewable.

22.  The bank shall supply the Ministry of Economy (Internutioncl
Cooperation Sector) monthly with a statewment showing the credits
already opened during the previous menth. Alsc, a copy

ttercf shall te forwarded to the Ministry ¢f Yirance (Tl

General Adminis+sration for Financing and Loans).

22, Tre tank shall neot issue Form (&) addressed to the
Cuceons Department except wverifving that the item stesed”
ir the Bill ¢f Lading is identical to the iveém aenticonnd

in rre letter of credit.

24. All formalities and contacts required for use of

]

VS Cormodity Loans by the private scctor’ shull be carri- i
J

out in conformity with the rules set by this circular and

the regualtions of USAID through the bank corcecned.

25, In the events of the clienc's establighied violation
of any of the rules set out in this circular the hanlk
stall oblige him to settle the cost of the shinsments recciy

on the strength cof the opened credits from his own resouro o,
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and reimburse the cost t

the Ministry of Economy

benefiting by such loans

26. The banks which ope
covering these loans sha
the rules and regulati&n

without breaching of the

o the loan's account, advizing
to look into deprivimg him ot

in future.

ned the letters of credit
11 be responsible in f011owing
s spelled out in chié circular

standing rules and regulaticns

of the import cperations.

27. Thke rules set forth
to the letters of credit
date of irs issuance and

abrogated in respect to

Translator: F. (Crace.

in this circular si'all apply
to be opened aftes the
all centrary rules are hercby

such credics.

Deputy Prime Minister
for Ecoromic and Tinarcial
Affairs (Sgd.)

Dr. Abdel Pazig Abdel Megulid
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List of the Commodities Suitable for Firancing

From the Y.S. Commodities Loans For Tradirg

Lumber for construction and light carpcﬁfty industry.
Vegetables seeds. ‘

Jood pulp.

Ingredients of animal fodderi

Steel rails, except reinforcing iron bar_-jéteel from 37
and steel 52 - dimensions 16 to 78 rms. -

Cold stcrage equipment and its spare paftg.

Hand, elecéric or diesel operated Toolsf-.

Irrigation pumps or sprinkler irrigation bquipment.
Equipment for clectronic computers. | -

Welding equipment.

Cranes and lifes,

Telephone switch-beoards.

Constructior equipment for digging and leveling rhe ~ol!
as well as road construction, and their s~arne oarts

Farth Moving

L

Equipment) .
Medical and laberacery equipment.
Measuring, testing and control inatruments.

Pubbter tires cther than the Private Cars 3ircs.
Crace.
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ANNEX E

ANALYTICAL NOTE ON INFLATION IN EGYPT

It should be emphasized that the inflation rates discussed in
the text measure inflation on the basis of the 1966/67 official
consumer price index (CPI). 1In this index, about one-third of the
total commodity weights represent products which are subject to
official price controls. These products include foodstuffs, rents,
most energy products and many non-food consumer products. The
existence of price controls creates problems for measuring,
interpreting and reporting on inflation in Egypt.

These problems cannot be solved simply by replacing the
1966/67 consumer basket with a more up~to-date representation of
typical consumer purchases. Even a more up-to-date basket would
still include within it an approximately similar percentage of
commodity weights covering price controlled items. Nor, can the
problems be resolved simply by measuring the inflation rate only for
those commodities not subject to official price controls. This
would be incorrect because it would not be representative of the
basket of goods the consumer does in fact purchase. Finally, the
problems cannot be resolved by substituting, for price controlled
items in the CPI, "black" or free market determined prices. 1In this
connection there are two considerations. The first and primary
consideration is that there are many price controlled items for
which a black market does not exist because the government czan
ensure that all demand will be met at the controlled prices. Energy
and bread prices are two cases in point in Egypt. Second, even
where black market prices exist for some price controlled
commodities, their formal incorporation into the CPI would require
estimates or knowledge of the volumes sold to final consumers at
black market prices relative to the volumes sold to final consumers
at the controlled prices.

Essentially, previous reporting on inflation has focused less
attention on actual recorded inflation as determined from the CPI
than on what the inflation rate would have been, given appropriate
corrections for the factors outlined above. In fact, most weight
has been given to adjusting the CPI to incorporate what would have
been price increases for controlled commodities if the controls had
not been effective. The latter, however, is a combined measure of
inflation and repressed inflationary pressures. The CPI itself is a
measure of price increases in Egypt. As a measure of price
increases in Egypt, it can only be criticized on three grounds. The
commodity weights are not proper. The price increases sampled don't
reflect the actual price increases paid for a substantial proportion
of the volumes sold. There has been quality deterioration in the
commodities/services represented in the index. The important point
is that the official CPI cannot be faulted because it does not
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register price increases for commodities whose prices do not
increase. Certainly, inflation is a problem in Egypt. But the
problem is less with how the CPI measures actual inflation rates
than with the growing repression of inflationary pressures through
increasing gaps between controlled prices and what these prices
would be in the absence of effective price controls.

All of this boils down to a few observations. Price
inflation, by definition, is a rise in the general price level. It
is a useful concept in an economy where prices are determined in
competitive markets. 1In a partially non-market, controlled economy
such as Egypt, it remains a useful concept. After all, one does
need to know the effect on the price level of the price increases
that are actually taking place. Are, for example, consumers better
or worse off on average? Is the real rate of interest positive or
negative? At the same time, however, in an economy characterized by
price controls which are effective, a clear distinction reeds to be
made and reported between the recorded inflation rate and the
"shadow" inflation rate. The former tells you what the inflation
rate is. The latter tells you that pressures to increase prices are
growing. By analogy, these pressures are somewhat like the tensions
that build up along a fault line before an earthquake occurs. We
know that pressures are building. The size of the quake, its timing
and associated aftershocks are not predictable with any reasonable
degree of confidence. Obviously, the analogy isn't perfect. The
gap between what the price level is and what it would be in the
absence of controls can be purposively reduced through price
increases for price-controlled commodities at rates which exceed the
rates which would have prevailed, over the same period, in a
competitive economy. To some extent, this is what Egypt did for
some controlled price commodities in the first quarter of 1980. The
high, overall inflation rate of about 18% registered in 1980 was a
joint reflection of large administered price increases for some
price controlled commodities and inflation generating phenomena more
typical of a market economy. Once 1980 data is fully assembled, it
might be possible to provide a defensible estimate of that component
of the 1980 inflation rate that did represent "administered price
adjustment” phenomena.
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Listed below are, firet, otitutnry evireria applicanle ;qﬂng‘.~ NE
funde, and than criterts epplicabie to tudividual Tu i soucis:

YA
eve lopaent Asslvtancy sad Ecenowis Suppoirt tund,

GENERAL CRITERIA FOR COMMTRY FLIGIERILIDY

Yo FAA Sec. !14. Can 1t be demunstrazed
thet conteuplated asaissae Vil Jdirecily
venel{t the needy? 3 aot, las the Peparg-
ot of Staute deteraiasd that thia povern-
scnt has enpaged (3 @ comsistent paticrn
v grows viclations of internations)ly
crovgnieed human righte?

’
<o FAA Sec. <81, Has I3 bwen determined
that the government of the vecipient
vantry had falled to take adequate stlers
te prevent rarcotics drugs and othey
vonitniled subatances (s defined by the
tesrrchensive Drug Abuse Treventlton ad
cwattel Act of 1970) prodeced or processed,
mowhotle or v pare, tn euch countay, or
trosvreriod throueh aseh country, (ron
Seong 8018 {llegally within the Yurisdicoron
N3 dan countey to LS. Coverument persootel
r Wbl dependunts, or (Tom cuteriny i
LS, unlwlylliv?

AN T B20Eh) . U wsetetance [ to
o et nt, has the Sectgtary of Hate
cotvrnfaed that (U 18 aet donivaield or
carrolled by the fngernativnal Coemuni ot

* .'\\'.'\‘H:’.

<o PAA Nee, 0200c). I sssisi.ncy du to
woPovearnawent, s the goverament Nable on
wreey or unconditional paaranter on sty
Juthe
ardshvd or urdered where (@) auch citizen
a0 eshncated ava{lable legal renedice ard
2) the dedt 15 not denied ar comtested

Ly swh government?

T BEST AVAILABLE COPY

to 2 tha,y cirizen for goudm or gerviceg -

e all will divectiv b, oo
r3ady.. Tha Departemerl 0 Seato
has mxly no mech decomuatiag,

[ S 3 PR ~
R SE S B TR 3

™o Liviary of
Cctermined,

*

Yene cf the Jan claay et tics:
criteria, The QE-WT [oHint
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S. PAA Sec. 620(e « 11 assiscance
is to & government, has it (including
government agenciss or subdivisions)
taken any actfon which has the effect of
nationalizing, expropristing, or othervise .
seizing ovaarship or comtrol of property

of U.S. citizens or entities denaficially
owned by them vithoug teking steps to
discharge fts obligaticas tovward such
citizens or enticies?

Tha Secretary of State has Jetermined
- that forning the Joint Coninission
. constitutes taking such steps within
the meaning of this section.

6. FAA Sec, 620(a), 620(F), 620D;

Y 79 App, Act, Sec. 103, 114, and 006:

FY B) App, Act. Sec. (311, 312 and 313.)

s rocipient couptty & Communiat country?

Lill asmistance be provided to Angola, NO.
Cappodia, Cuba, Laos or Vicenam? Will
assistance be provided to Afghanfstan cr  NO.
Mozasbhique without a waiver? N/A.

Y. FAA See. 820(1). s recipient country .

In sny way involved in (a) subversion of, or The President has rot so Jotormined.
stlitary aggreasjon againat, the Unlted ‘

Sraten or any country receiving U.S.

assistance, or (b) the planning of such

subversion or aggression?

8. FAA Sec. 620(3). Has the country LT
rermittad, or failed to take adequate Inder €20 (j) the Presiciont has not

rcasures to prevent, the damage or : 0 detgrmined.
destruction, by wob action, of U.S. o
rroperey?

3, FAA See. 620(1). If the country has -

{ailed to fnstitute the iavestnent guarauty

progran for the speciffc risks of expropria- Egypt has reactivatﬂd an OpIC
tion, {nconvertidility or confiscation, - Agreanen" ‘with the U.5

has the AID Administrator within the past

year considered donying assistance to sucl,

rovernment for this reason?

16, YAA Sec. 620(0); Fishermen's Yrotect!ve

Act of 1967, as smended, Sec. 5. If country

Lias selzed, or tmposed any penalty or Thﬁre is ro kown insoance of sunh
sanction againsc, any U.S. flshinyg asctivitices act.s :

in {nternat{onal waters, oo
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a. has any deduction required by the
Fiashermen's Protective Act Leen made?

b. has complete denial of assiutance
been considerad by AID Adminisgrator?

11, FAA Seec. 620; FY 79 App. Act, Sec. 003;
FY 80 App. Act Sec. (513.) (a) ls the
government of the recipient country in
default for more than six wmonths on interest
or principal of any AID loan to the country?
(b) ls countty in default excceding one
year oa interest or principel on U.S. luan-

under progranp for wvhich App. Act appropriates

fAundt ?

2. FAA Sec. 620(s). If conmtemplated
aseistance is development loan or frum
Yooncmie Support Fund, has the Administracor
taken into account the percentage of the
ceuntry's budget which 18 for military
crpenditures, the awount of foreign exchanye
spent on military equipment and the awmeat
apent tor the purchasde of sophisticated
weapons svatema?  (An al{lemative answer

may tofer to the record of che annual
"raking Iato Coansideration” memo: 'Yes,
taken inta account by the Adminlstrator

ot time of approval of Agepcy OYR.”

This approval by the Administrator of the

(veragional Year Budget can be the basis

for an aff{rmative answer during the fiscal
ycar unless significant changes in circuns-

tanced occur.)

13, FAA Sec. 620(t). Has the country
severed diplomatic relationa with tha
Laited States? If so, have they been
resumed and have now bilateral assisgance
apreeaents been ncgotiated and entered
into since such resumption?

14, FAA'Sec. 620 (u). What is the payn.ut
status of the country's U.N, obligations?

If the country is in arrears, were suvch
arrearages taken into account by the

AlD Adminfisatrator {n determining the custeat
ALD Operattonal Year Mudget?
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Nojauéﬂ:default exists. AID and
XE are: peoconciling the hooks
on minor amounts.

Yos,and the President has determine

that the listed cor.ilerations do
rot ‘ithibit aid to qypt bat that
our aid seeks to ro-uee armg Msts
and ‘o stimulate econoruc deveiop-
ment., - :

< e . ¢

Yes, 'in 1967; relaticns were resu-
med 4n 1974. New acreanents have
been made since resunption.

ngﬁfihas paid all ~f itz outstan-
ding UN obligations.



15. FAA Sec. 6200, FY 79 Anp, Act, _Sec. 6?;

FY 80 App. Acc, Sec. (821.) HNas the

country graated sanctuary frow proscrip: fon

to any individual or group which has ¢im- ‘ _
mitted on act of international ceprevisw? r,
Has tha country granted sanctuary fiore '
prosecution to any individual er prou;

which hus commitied a wai orime? N,

o, FAA Scg, 666, Does the coumtry obijoct,

on basis of race, veliglon, nattanal oripin

vr sex, to the presence of any oftlier M.
veplevee of the U.S. there to carvy ot '
cevadxic developaont program wder FLAT

17, FAA Sec. G09, 670, lias the countre,
after Aupust 3, 1977, delivered or received
suclear enricHmene or reproces<ing equiprent, .
wwiterials, or technolegy, witheut specifted Byl
arraagenents or safepuards? Nas 1t detonated - L
o nucJenr Jevice afcer Augunt 3, 1977, <
aYthough not a4 "nuclear=weapon State” aader .fKL
thie noapruliferacion treaty?

FUNQING SUURCE CRITURIA FOR_COUNTRY 15 (G1H1LLTY

Ponlepecer Asafaeance Contry Lvtieria.
A, FAA Sec. 102 (<) Mave criterta been
aabliahed aud takea Dutd account Lo asng e
Sorsitment progress of countrey dn cltootirely
froevivding the pocte 10 Gevelopewent, o0 ot
Prewes ant o V) dncicase 1y g ieatioval
yrodavtreley through smadl={onen laloy
satenrtce agtfoeviiove,  (2) teduced fadc it .
sotTatity,  (3) concroel of populacton
oorwttg, () equaldity of facene distitbulaen,
VY pecw tion of pnemplovment, oand (D) .

vivasyd Jlteracy!

Sransecs 10408) (310G Act et 1ol
SUoapprepriate, 18 this Jdevelopaent

Coclading Sabiel) activity deetgned to

“atld rotivation for smallere familfoes

rhoeugh nodditeatton of ecuncute aud e bl
cuesdittons sepportive of the Jdealre Yoy

large larilles o proprass sueh ar odueie

tlen 1o and vor o o0l nuttition, LHlacasy
ceantro ., matevaal and (LUNd healcl serviies, R
agriveliural production, vural deveivpment, ’
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assistance to urban poor and tirouph
community-based development prugrams
whicih give recognition to peaple
rotivated to limit the size of their
familics?

Feononic Support Fund Country Criteria.

a. FAA Sec. 5028, Has the country

{a) enpaged {an a consistent poattern of
pross violatiorsof Internaciovnally
recognized human rights or (%) mude such
sfgnificant improvements in 1ts human
rizhts record that furalshing such
assiszance is Iin the mational iniveres:?

b, mFAA Sec. 533(b). Will assistance
under the Southern™ Africa program be

srovided to Angola, Mozamblque, Tanzania,
v 2amhia? If so, has President waived A
jrohiriticn against the assistance L
Lo determining that such agsistance N/A‘i
woll tasther WS, fovedlpn polfcy futeresta?

Mo

o P dee, 0090 I conmedities e (o .
ceograated so char sale preceads will L
averve to the regipient countiv, have
Srecial) Account (counterpart) arvanye-
aenls been made?

YES;.A‘

Coo BV T4 App. Act, See. 1135 FY N ,

Lo provided for the purpose ef aidine tla
vilorts of the goverament of such countiy
coutrary  te the lniversal Declatat ion ot
Wi Righta?

LI dwr Sec. (516D Will assistuanaec

PD'

YA vee, G20R, P L. NG00 See Auh,
Vil OFSE be farotshed Lo Arpenting or

hide?

N/A.
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WON-PROJECT ASSISTANCE CHECKLIST ‘

The critaria listsd in Part A are applicable generally to YAA funds, and shculd be

used irrespective of ths program's funding source.

In Part B a distinctics 13 made

between the critaria spplicsbla to Security Supporting Assistance and tis criteria

applicable to Developmant Assistance.

dspend

CPOSS-REFERENCES: IS COUNTRY CHECKLIST UP TO DATE? IDE.‘JTIPY.

A.

oa the funding source for the progran.

CHECKLIST EEEN REVIEWED?

GENERAL CRITERIA FOR NONPROJECT ASSISTANCE

2.

. App. Unnumbered; FAA Sec 653(B): 634A

Describe how Committees on (a)

Approp:iatmm of Senate and
‘Bouse have been or will ba
notified concerning the non~
project assistance; -

(a)

is assistance within {(Oper-
ational Year Budget) country
or international organization
allocation reported to the
Congraess (or not more than
$1 million over that figu.re

plus 108)?

FAA Sec. 6l11l(a) (2). If further
legislative action is required
within recipient country, what is
bagis for reasocnable expectation
that such action will be completed
in time to permit orderly accom-
plishment of purpose of the assist-
arce?

FAA Sec. 209. Is assistance more
efficiently and affectively given
thrcugh regiconal or multilateral
orgarizations? JIf so why is
assistance not so given? Infor-
zation and conclusion whether
assistance will encourage regional
development programs.

BEST AVAILABLE COPY

Selection of the upp:oprlate crite-ia will

-
- 4 &

HAS STANDAIL

T™he FY 81 Congressioral Presentatio

notifiad the (‘Dnmirthﬁ nf AID's
plens to allocate 5 270 million for
cIP actwltxes

The intended obligaticn Zor the
proqgrar, is within tie
appronriated for Yoot
An "Advice of Program
t"ansutted tc the appreriate
Congressional Cormitree
additional $ 30 million.

:" r Py 81,

No further legislative wtien 1s
required to implemen: Chee oroaran
other tian the custriv.:y ratif:cn”

of the zigned loan acriwvot.

This program is not susceptible
to exe‘.utg.on as part -
multilateral program.

"-3

Aoslshan

is not oxpected to enoonsanc rov.Ch

developirent progrers.

Teuel of fandc
unce' will

o omver th

ST A re -o'wa‘ (



4. TAN Sec. 601(a)s

‘uaions, and savings and loan

Informa~
ticn and conclusionswhather assist-
ance will encoursge efforts of the
country to:

{a) increase the flow of internat-
fional trade; (b) foster private
initiative and competition;

(c) encourage development and

uss of cocperatives, credit

associaticns; (4) discourage
moncpolistic practices; (e)
improve technical efficiency of
industry, agriculture and
camerce; and (f) strengthen.
free labo? unions.

FAA Sec. 601(b). Information and .
conclusicn on how assistance will
encourage U.S. private trade and
investsant abroad and encour-

age privats U.S. participation

in foreign assistance progranms
{including use of private trade
channels acd the searvices of U S.
private enterprise).

FaA Sec. 512(b)s Sec. 636(h).
Describe steps taken to assure
that, to the maximmm extent poss-
ihle, the country is contributing
lccal currencies to meet the cost
of contractual anfl other services,
ard foreign currencies owned by
+he United States are utilized to
meet the cost of contractual and
other scrvices.

FAA Sec. 612{(d). Does the

United States own excess foreign
curzrency and, if so, what
arrangesents have been made for
its release?

(a) This p):or'ram will incriose the :'l.ow of
intermational- tyade by proviina o neeocsar
foremgn an:hargc for the impos-utian ot caxals

b A por':xoa of the program ansicuaics Lo
earmarked for ihe Eqgyptian Drivot. Satter,
thus tending to foster private inilian 1w=
and G:mpetlthu. . :

(c) No perceptible impact on z.c:h activities
is attributable to this proqrin.
(@) No pcroép;_t.‘hlé reduction of such practice
is attrih:table-tothis program.

(e) Imports of raw materials i spare parts
significantly enhance the tecrnical efficienc
of industry, aqriculture and cormcrom.

(£) No perceptmle impact.

To the extent that trade pattornsg botween
Egypt. and the U.S. continue w grow and
expand, we forsee this progrin 13 nuving a
positive effect.

Program providos I9rgln
SIS

Not applicable.
exchange assistance for ocamodity

No contractual ‘or other services are hoino
firanced under the CIC.
.
If 1.S. owned-excess curren i es are noc ol

in support of the program, their rolecse Ly
the COE would ‘he no problem. Prosuntly, no
use of such curréncies is contorplat.
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FUNDING CRITERIA FOR NONPROJECT ASSISTANCE

1. Ronproject Criteria for Security Supporting Assista‘:..réﬁ

will this (a) 1. It will pramote eccrivvic stabilizy
by providing vital foreign cuchinge roesire
for Egypt's econcmic developsi....

&. FAA Sec. S53l{a).

asajistance promote econcmic or

political stability?

To the extent possible, does it o . _

reflect the policy direction of . 2. ‘fes. The program reticets tie

Section 1027 policy dll‘O(.t.t\l.(‘n of Sectiar: 02 o the
- extent possinle,

b. PAA Sec .531c Will assistasxce NO
under this chapter be used fe=°* :
military or paramilitary

activities?

BEST AVAILABLE COPY
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: o STANDAKD 1TEM CHECKLIST -

Listed below are statutory items which mormally will be covered routitely tr. thote previs.ons <f
an assistance agreerent dealing with 1ts faplenentation, or covered 1a the agreesent Ly ¢/.:.vicr
(es where certain users of funcs arg permitted, but other uses not)

These ftems ars arranged under the general headings of (A) Procuremen: and (&) Other Pest-iczions.

A.  PROCUREWENT
1. E_A'_A Sec. 602, Are thers arrangements to Procurement. of commod!tlc. .
pereit U.S. small business to participate services unuter the loan will i
equitably in the furnishing of gocds and accurding to ¢utablished a. .0

services financed?

2. FAA Sec. 604{s). Wi)) al) commodity o
procurement Tirenced be from tre United The loarn .a'ut,_horlzzes procureent
States except 45 otherwise detarmines by - from the U.S: only, except a.»

keg. 1 procedures,

the President or uncer delegetion from A.1.D. may ~therwise agrec.
hia? .
. o
3. FAA Sec. 404(b). Will al) comodities tn  Re¢8. 1 wiil'bé dncorporated i @

mrb? purchased at prices no higher then the Loan A;:'r'(een:out to enfor::
the market price prevailing in the United statutory price restrictions.
Stales 2t tine of purchase? . o : ‘

4. FAA Sec. 804[c). WilY al) agricultural . S
under the AgrizuTturil Trade Develoamnt PRI
L Avsisterce ALt of 1954, as arnenced,

be precured va the Uaite. States urless

they are not avatlahie in the United

States 1{n sufficient quantities tO supply

emergency reqiranents ¢/ recipterss!

v, FM Ser. 634(2). If the cooperating Espt dees net diserimd.
country discricinates anainst U.S, apal G s o
marine tnyurance corpanies, wiil agree- agalngt u.h. rarine [aai. (.
cent require tlat marine insurance be companies..
placed in the United States on
cormodities financed?

6. FAA Sec, EC4le). 1f offshore procure-
ment of agricuitural comodity or proacct Sve question 3. of fiem A7,
1s to be finarced, s there provision above.
agatnst such procurement wher the
domestic price of such commodity s less

than parity? .

}. FM Sec. 80<(f). Are tnere arrangements Yes, A.T.D, Reg. 1 cerctifi.cr!on
whereby 8 suoplier will not receive vequiremesits Wil be appiid
payment under the comisdity import o S "
program uniess ve/she nas certified to
suth tnformation as the Agency by |
regulation has prescribed?
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FAA Sec, 608(a). Wil U.S. Government

excess persanal property be utilized
wherever practicable 1n lieu of the
procurement of new items?

M Sec. 301(b). (a) Complisnce with
requirement Lhat at 1mast 50 per centum
of the gross tonnage of commodities
(computed sepsrately for dry bulk
corriers, dry cargo liners, and tankers)
financed shall be transported on pri-
vately owned U.S.-flag commercial
veiiels to the extent that such vessels
are available at fair and ressonable
rates. .

Irternationa) Alr Transport. Fair
Ccpetitive Practices Act, 1974

1f air transportation of persons pr
property is financed on grant basis, will
provision be made that U.S$.-flag carriers
will be utilized to the extent such
service 13 avatlable?

CiHER RESTRICTIONS

1,

()

FAA Sec. 820(h}. Oc-arrargerents preciude
promoting or assisting the foreign aid
prejects or activities of Corrunist-Blioc
countries, contrary to the best intgrests
of the United States?

FAS Sec. 636}12. Is financing prohibited
from use, without waiver, for purchase,
long-term lease, exchange,cr auaranty of
sale of motor vehicle manufactured

outside the United Statas?

W11l arrangement precluage use of
firnancing:

2. FAA Sec. 114. to pay for overforrance
of abortions or involuntary sterilizations
e tc motivate or coerce persdns to
cractice abortions? to pay for performance
cf involuntary sterilizaticns as method of
‘amily planning or to ccerce or provide

ary finan¢ial incentive to any person to
practice sterilizaticns?

t. TAR Sec. 620(q). to compensate owrers
fer expropristed nationalized property?

¢. FAA Sec. 660. to inance police
training or other luw erforcenent
sssistance, except for narcotics programs?

. FAL Ffe-. €42, for D11 altivities?

Efforts wfll be made to utiiize eXcess

property to thu maximum cxiuent ;ossibie
in public seztor procurcmert urder the
loan. :

A.I.D. Reg. 1, wialch is inc. ~orazed
into this loan, will cover thic
requirement..

Yes.

-

I 4

Yes., Additie:ally, any neces<aiy detorms
inations uader 620(h) will . i:uued.

Financiog is ot permitted to Ge used
for such purpovies.

v

Yes.

Yes.
Yos,

Yes.
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1C.

FAA Sec. 608{a). W11l U.S. Government
excess perscnal property be utilized
wherever practicable in lieu of the
procurement of new ftems?

M Sec. 301(b). (a) Compliance with
requirement Chat st least 50 per centum
of the gross tonnage of commodities
(computed separately for dey bulk
carriers, dry cargo liners, and tankers)
financed shall be transported on pri-
vately owned U,.S.-flag commercial
vessels to the extent that such vessels
are avallable at fair ond reasomadle
rates.

Irternational Air Transpor:. Fair
Cerpetitive Practices Act, 1974

1f air transportation of persons or
property is financed or grant basis, will
provision be made that U.S.-flag carriers
will be utilized to the extent such
service {s availatble?

CTLER RESTRICTIONS

1.

Lo

-
FAR Sec. 620{h). Dc~arrargotents preclude
promoting or asststing the fcreign aid
projects or activities of Corrunist-Bioc
countries, contrary to the best interests
of the United States?

FAL Sec. €36(1). Is financing prohibited
from use, without waiver, for purcnase,
long-term lease, exchange,cr acaranty of
sale of motor vehicle canufactured
outside the United States?

W11l arrangement precluse use of
firanzing:

a. FAA Sec. 114, to pay for ce-formarce
of abortions or involuntary sterilizations
r» te motivate Or coerce pere<ins 00
gcractice abortions? to pay for performance
of involuntary sterilizaticne as method of
family planning or to ccerce or provide

any financial incentive to any person to
sractice sterilizesicns?

10 Cum,cnsale Ow! ers

L. '— _A.". S_e_G.: ,QEM
expcropriated nationalized property?

for

¢. FAA Sec. 660. to *inance police
training or other lum erforcecent
zssistance, except for aarcotics programs?
3. FAL Se-. (oI for D11 altivities?

Efforts wili be made to utiiisze eXoess
property ro the wiximum cxient [ossibie
in public seztor procuremert uid-r the
loan.

A.I.D. Reg. i, wihlch is inc @ orated
into this loan, will cover thi-
raquirement. .

Yes.

,-
Yes. Additiec.ally, any nece:s -/ determ=
inations under 620(h) will osned.
Financing [s 107 pernitted to oo uaed

le.r such purprses.

Yes.

Yes.
Yes.

Yes.
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