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f PRLECT TITLL(S) AND NUMIESLS) TS tON/RT DTN OPPLCE
Commodity Import Program (CIP) . USAID/Cairo

PROJECT DESCRIPTION ,
The CIP is intended to ease the GOE problem of finding foreign exchange
for equipment and raw material import requirements of Egypt's public
sector enterprises and for satﬁfying major consumption needs of the

| Ppopulace.

AGTHORLZITIOR GATE AYD U.S. LOP FUNDING AOUNT | PES AUPBER TPEs oATE FESTYPE

| $ 2.8 billion 85-11 ebruary 1985 [F negular [T]0thar (Spectfy) -

TR ReFweD B, DAE NELCE, “18/cm Feb 1985 | [J sheetal
CNovarie, preneAs b | ggmegsiefl Qe S

This evaluation of USAID's $2.8 billion Commodity of Import Program (CIP) was
performed in two stages. The first phase data collection effort was performed by a
local consulting firm and the second phase analysis was done by a US firm with
participation by the US Bureau of the Census. The purpose of the evaluation was to .
assess the extent to which the broadly defined objectives of the program have been met, "
to determine the nature of the problems that have confronted the GOE and USAID in o
implementing the program, and to recammend how the program might be modified to inprove

“‘ its effectiveness and to gain maximum develcpment impact. The team used six different .
structured interview forms to test eleven hypotheses about CIP economic, developmental,q
‘~ ~ and political impact.. The report also includes an evaluation of the CIP Arrival
k

Accounting System, e

The report traces the history of the CIP fram its origins as a program infended tq
have substantial impact over a reasonably short time to assist in relieving Egypt's
balance of payments deficit. Through some 4400 transactions,.the CIP has financed food
comodities, industrial machinery, raw materials, semi-finished prodcuts, and spare . *t
parts. The team reports that the program seems efficiently managed and, given the '. - ™.
. profusion and complexity of CIP objectives, time and resource constraints, the CIP has a'
"remarkable record of success.” Although the CIP has had an increasingly small effect -
on Hyypt's balance of payments deficit, it has helped in preventing its further -:4-'
deterioration. The team also identified generally positive impact cn the GOE budgét,
employment, import substitution, and backwerd and forward linkages, with no major.
adverse effect on income distribution and equity. The CIP contributed to 15 out of the
16 priority economic sectors identified in the QOE's Five Year Plan.

The, report provides several recammendations to improve the management of the CIP and
to assist in meeting its many, and often conflictlng, objectives. Clear guidance should
be given to technical divisions on their review of CIP procurements to insure that they
are supportive of USAID's other assistance goals. "Project-like" packaging of selected .

- transactions should be encouraged before hand with adequate resources to monitor '

__ progress. USAID should disseminate information about CIP more widely. Continued ..
progress should be made in mplementlhg the efficiency measures listed in the 1984 ‘
PAAD., USAID involvement in programmnq Special Account funds should cease ufter the - ',

, joint decision is made concerning which AID-financed projects are to receive  the funds.:*

: .. Arrangements should be made to verify training, planning and other preparation steps .
: . When imports of large capital equipment are proposed. The end-use audlt system should

be expanded slightly and standardized.

The report also identifies many lessons learned and makes recommendatlons Eor future
evaluation efforts. A greater emphasis should be put on planning, priorities should be
set in the.scope of work, USAID should have at least one representative on the Leam, the

patticipation of host country nationals is essential, and more time should be given to 1
£ evaluations of this magnitude. o

[}

o8 . i "ig
" " o -~ ey . P mp v oA et Wi 4l M AN



N »‘.i—:,-':‘:::-i;—-:aa—- R

iR ) R

. , v ,n | o g B_@AQ_?(‘,S'.—Q,.'.“,

lsn 22 0 742

Commodity Import Program In Egypt
1975 - 1984

A Review and Assessment

Development Associates, Inc.
Price Waterhouse Khattab ’ "

U.S. Bureau of the Census
December 1984




]
n
.
4
H
(..
l"‘\
B
L]
.
1
1
|
|
R

i

AGENCY FOR INTERNATIONAL DEVELOPMENT

.USAID COMMODITY IMPORT PROGRAM IN EGYPT, 1975-1984

A REVIEW AND ASSESSMENT

Development Associates, Inc.
Price Waterhouse Khattab

: ' s
U.S. Bureau nf the Census

. \
[

December 1984



ST ™
R SR

»
-

=T
&

P

own
[Soetpe;

o T
;-

ey L2
i

5433 5! S

T

v ' TABLE OF

Introduction . . . « '« .

Lcknowledgement . . . .

Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter

 Abbreviations . . . . .

.. Executive Summary . . .

I. Pﬁrpose .
II. Background
III. Methodology

Appendices

A.
B.
C.
D.
E.

List of Iﬁterviews
Summary of Interviews
Bibliography
Statistics and Graphs

Project Team Members

IV. CIP/AA System . .

V. Data and Aﬁalysis

CONTENTS

Vl. Conclusions and Récommendations

VII. . Alternatives . . . . . . . . N

3

iii
viii
I-1
I1-1
III-1
IV-1

L V-1
a,
. VI

S VIt




M o
[ I

N KY
T

INTRODUCTION

Since the January 1975 signiﬁg of the first Commodity Import
Program (CIP) Grant Agreement between the governmonts of Egypt
and the United States until the present, ¢lose to £2.8 billion
worth of-agricultural commodities, raw materials, machinery,
medical supplies, electronic equipment, railroad rolling stock,
and scores of other commodities have arrived in Egypt through
some 4,400 transactions. CIP Egypt is AID's largest extant
commodity import program. '

During that period. the CIP in Egypt had been subject to
audits and inspections by AID's Office of Inspector General and
the General Accounting_Office. But the total impact of the
program in its many manifestatioas had not been evaluated; a fact
noted by GAO in its Febrvary 29, 1984 report submitted to the
Administrator of AID. An evaluation of the Egypt CIP was jointly
requested through USAID/Cairo and the GOE Ministry of Investment
and International Cooperation (MIIC) (now the Ministry of '
Planning and International Cvoperation (MPIC)).

Originall} planned as a two-phase Egyptian-American evalua-
tion, the contract for the data collectiou phase was awarded to
Price Waterhouse Khattab of Egypt. Development Associates, Inc.

_Qf Arlington, Virginia received a task order from AID in

'Washington to carry out the second phase of work under its

Indefinite Quantity Contract No. PDC-1-13-3077-00. The second
phase was to cover analysis of the data collected in Phase I and
subsequent evaluation of the overall impact of the program.

g
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Work on Phase I began in Cairo in early March; Phase 11 began
in mid-April with the arrival in Cairo of the Development
Associates two-person team and a U.S. Burean of Census evaluation
expert. Overlapping responsibilities and unexpected time con-
straints required a larger than anticipated joint effort to
complete the collection of data, carry out the analysis,'and
draft the report. ‘

The purpose of an impact evaluation such as this is not to

cover the same ground as an audit or investigation. Rather, it

‘measures in both qualitative and quantitative terms the effect,

influence, and impact of the program within the framework of its

stated objectives. Unlike a discrete project, a commodity import
program over its life may, and often does, alter those objectives
to meet changing circumstances. Such has been the case with CIP

in Egypt, a fact which has added to the complexity and therefore

the challenge of this evaluation.

In carrying out the scope of work, data was developed by
generating ad hoc reports from the CIP/Arrival Accounting System
data base, examining secondary statistics, and interviewing
program adminiscrators and participants (banks and recipients of
commodities) in both the public and private sectors.

The team analyzed that data and developed its findings and
conclusions accordingly. Emerging from the findings and
conclusions are recommendations for further strengthening and

improving the program.
An initial draft of the report was given to USAID on May 18,

prior to the team's scheduled departure from Cairo. Interested
members of the USAID staff were briefed on the same day.
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Upon their return to Washington team members briefed AID/W
staff and discussed methodology and suggestions for future CIP
evaluations with members of the PPC and NE cveluation staffs.

The USAID sent its written comments in mid-June. It noted
the paucity of data supporting the conclusions concerning the
developmental impact of the CIP, both on a micro and macro level.
As a result, amendments to both contracts were made, allowing
additional time for carrying out and analyzing interviews. This
final report includes that data. The USAID comments, along with

_the discussions with Washington officials, have proven valuable

in rewriting and revising major portions of the report. Conse-
quently, the final version is submitted as a distinct improvement
over the draft. '

An evaluation of the USAID's CIP/AA system is inc ided as
Chapter 1V; it was not in the draft report.

The report reflects the views of the authors but not
necessarily the views of the U.S. Bureau of the Census.
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LXECUTTVE SUMMARY
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Purpose and Scope of the FEvaluation: This evaluation of

AID's almost ten-year-old three billion dollar Commodity Import

Program (CIP) in Egypt was requested by both USAID/Cairo and the '
Government of Egypt. The purpose was to assess and analyze the
extent to which the broadly defined objectives of the program
have been met during its existence, to determine the nature and
size of the problems which have confronted both the GOE and USAID
in implementing the program, and to recommend how the procedures
or nature of the program hight be altered or modified to improve '

its effectiveness and gain maximum developmental impact.

The evaluation was done jointly by one U.S. and one Egyprian V
firm with the assistance of a specialist from the U.S. Bureau of

the Census. Apart from published data, major reliance was placad

on the results of interviews with participants in the program.

Opinions were also solicited from GOE and USG officials in Cairo

and Washington. The CIP, the local currency Special Account, and

the USAID's arrival accounting syQCem were reviewed, but the new

private sector import program, the Production Credict Project, was .

not evaluated. A separate topic for future analysis should be

the GOE's CIP dollar allocation process.

The Framework. The CIP for Egypt was born of the economic

woes facing Egypt in the aftermath of the 1973 War and the

burgeoning political rapprochement being effacted by Egypt, the

United States,'and Israel. It was designed to meet Egypt's ;hen -
perilous balance of payments deficit and worsening foreign

exchange position and to support a moderate political regime. It

began as a loan prdgram through which both the public and private

#794.3  viii . T



"
- . . | oo
- DT e Sy e Al e lsm e i e T i e o s e elRed Sat cAMAe ol el aa

sectors imported needed raw materials, capital goods, and some
consumer goods from the United States. In 1981 the program .

Pecame exclusively the domain of the public sectors and became an

all-grant program as well.

After it was converted, a local currency Special Account was
established to receive the Egyptian pound equivalent of the
dollars expended through the program. An accounting system is
now being designed to help both governments account for Special
Account receipts and disbursements.

Economic conditions in Egypt since 1974 have markedly
improved, but still show signs of fragility. Imports now total
S9 billion annuvally, and other foreign investment and assistance
has helped ease the balance of payments deficit. Foreign
excha'ge earnings are up. Import substitution is on the
increase, but a dramatic exodus of the populace from the country-
side to Cairo and Alexandria is putting enormous strains on those
cities' overstretched resources and adding to the ever present
underemployment problem. In addition to USAID's annual $300
million CIP and $750 million project portfolio, Egypt garners
over $1.7 billion annually in assistance from bilateral donors,
the World Bank and UN agencies. It is now in the midst of

consultations with the International Monetary Fund.

Politically, Egypt has maintained a stable moderate
government with a good mutual working relationship with the
United States. It successfully weathered the Sadat assasination
and other Arab countries' efforts to ostracize it from their
circles. It faces major concerns on its western borders but is
now back in.possession of the Sinai and maintains diplomatic
relations with Israel.

#794.3 ix
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Evaluation Findings--tconomic. There 1s strong evidence that
“he timely and swift U.S. intervention in FY 1974 with the CIP.

materially eased the GOE balance of payments deficit and helped
instill confidence in the business and iwmport community. As
other investment and assistance assets began flowing in later

years, the role of CIP became less apparerit in terms of the

~actuzl balance of payment and foreign exchange problems. It

became more indirect and psychological, but nonetheless impor-
tant. Its role in the last few years can be characterized as one
of providing a safety net while offering the GOE an opportunity

to continue to import vital and needed commodities from the

United States. Because the balance of paymehts gituation remains

tenuous and subject to wide variations, the continued presence of

‘the program or an appropriate cubstitute undoubtedly has an

ameliorating effect on economic ccncerns.

~--Political. A direct concomitant of the economic confidence

engendered by the CIP has been increased political stability and
the continuation of moderate policies pursued by the GOE. A
sudden curtailment or sharp reduction of the program without
concomitant increases elsewhere in rhe USAID program could have
detrimental political effects. '

--Development. Assessing the overall developmental impact of

the CIP has been difficult: the numerous interviews give solid
evidence of a positive effect on specific firms and in certain
sectors such as health, municipal services, housing, food
security and transportation. But without far more data on such
items as employment, prices, factory output, service levels,
agricultural output, an. the time to analyze such data, it will
be difficult to measure developmental impact of a CIP as large
and diffuse as this one. There must also be agreement on what is

meant by development. Donors, including the United States, view

#794.3 X



development in narrower terms than do donees, who tend to view

general economic advances as indicators of development.

--Management. The program has been managed with efficiency

and dispatch under a rather restrictive set of regulations
imposed over the years. The FY 1984 PAAD for the program
contains a comprehensive list of steps to be taken which, if
implemented by the USAID and GOE, will improve the program even
more.

But the USAID must now face up to longer term systemic
problems arising from the changing role of CIP. There is
pressure from within AID and from the Congress to make CIP more

development oriented. USAID/Cairo is not yet of one mind on how

to effect and implement such change. There is also evidence of a
tendency to use the CIP's relativély fast reaction time to import
commodities on a turnkey basis to avoid careful project planning

and established project implementaéion ﬁrocedures. This tendency
needs more high level examination by Mission management.

The USAID arrival accounting system has a plethora of data
stored but needs considerable upgrading to make it a more
effective management device.

Finally, the team was tasked to examine possible alternatives
to the CIP. High on the list (and the only one¢ examined) is some
form of cash transfer. Because of the political implications the

report does not contain a specific recommendation on the issue,

but discusses at length the advantages and disadvantages of

partial and total cash transfers. 'The analysis may be helpful to

voth governments when the subject is being actively considered.
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Recommendations. Major recommendations in three areas are

summarized below.

A.

#794.3

Substantive (Chapter VI)

1.

USAID should clarify its policies rationalizing CIP .

imports with its other assistance objectives,
including criteria and response time.

"Project-like" packaging of selected transactions
should be encouraged before problems arise, with
adequate resources prcvided to monitor progress.

USAID should consider ways to increase the flow of

information to the public about CIP and the
Production Credit Project.

AID/SER/COM should examine the feasibility of
allowing importers to require money-backed
warranties for equipment and machinery purchascd
through CIP.

USAID should take appropriate measures to monitor
the observance of the steps listed in the FY 1984
PAAD as leading to increased efficiency of the CIP.

USAID should arrange for AID personnel to verify
GOE training, planning and other preparatory steps
when imports of large capital equipment are
proposed.

An appropriate accounting system for the Special
Account should be designed.

USAID should, on a priority basis, formulace a
policy for determining when CIP transactions should
be treated on a "project-like" basis or when they
should be removed from CIP and made regular USAID
projects, taking into consideration USAID staffing
constraints. -

Recommendations for Future Evaluations (Chapter III)

1.
2.

Place greater emphasis on evaluation planning.

Establish priorities within the scope of work.

xii
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3. A USALD representative should participate in the
evaluation process.

4. Host country nationals should be included on the
evaluation team.

5. The. time allocated to conduct a CIP evaluation must

be appropriate to the task.

c. Recommendations for Improvement of the Arrival
Accounting System (Chapter IV)

1. System software

a. Obtain and install an updated operating sys*tem
release.

b. Revise the system security. At a minimum,
revise applications and file level security.

2. Application Software

Revise the CIP/AA system, giving consideration to
logical database design and to provision for
transportability to other programs with USAID/
Cairo or other missions.

3. Documentation

Include as a minimum in the system documentation a
system description, program documentation, and a
maintenance guide. Provide in the use documenta-

tion step-by-step instructions for access and use
of the system.

b, General
Expand CIP/AA into a CIP/MIS (management
information system) and dedicate a programmer tO

the CIP/MIS to implement the system expansion and
keep the system current and adrquately documented.

#794.3 ' xiii
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CHAPTER T. PURPOSE OF TUE EVAULATION

Initially designed to meet relatively immediate import
requirements and ‘to redress balance of payments deficit, the CIP
has taken on additional and more elusive objectives since 1975.

For example, CIP now is charged with ensuring that import
requirements are met in a manner which (1) facilitates a more

efficient allocation of resources within the economy and (2)
directly affects development.

To address those objectives, U.S.-GOE negotiations on CIP

have focused on:

® The size of CIP

e . Allocation of funding between the public and prlvatc
sectors and within the public sector

™ Conditions and terms under which CIP funds are made
available

® The recording, use, and allocation of the Egyptian
pounds proceeds dexlved from the sale of CIP imported
commodities

® The extent to which USAId should participate in

programmxng decisions regarding those proceeds

The purpose of this evaluation is to assess and analyze:

® The extent to which the broadly defined objectives of
CIP have been met

® The nature and magnitude of problems which have arisen
for both USAID and the GOE i~ attempting to meet them

e How the procedures and size of CIP might be modified to
improve its effectiveness and maximize its development
impact
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CHAPTER IT. BACKGROUND

Introduction

This section provides a description of Egypt's present
economic situation as well as a framework within which to examine
the impact of the CIP. It also contains in subsections (G) and
(H) a history of CIP in Egypt and a description of the procure-
ment process. Current develoments in the Egyptian balance of
payments, budget, investment policies, international assistance,
and political structure are discussed in this section.

The current political and economic situation in Egypt appears
to justify the need for international assistance to improve
balance of payments performance and to overcome major develop-
mental constraints. Despite these constraints, the economy has
shown its capability to use foreign aid to overcome short-term
economic difficulties and to merge it with long-term development

planning.

The Egyptian economy has for some time faced deeply rooted
problems that limit the achievement of high economic growth
rates. During the 1960-1970 period, it achieved a 4.3% average

nominal annual growth rate in gross domestic product (GDP). This

rate increased to 7.4% during the 70's, but has been slightly

lower in the early 80's.

Improvement in the performance of the economy is influenced

by the Govermment's ability to deal with serious structural

constraints such as population growth, the mounting food deficit,

partial price policies, and inadequate investment and trade
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pclicies. The pervasive cost-price imbalance seems to have long-
term unfavorable results by distorting iovestment decisions,
éncouraging excessive consumption, inhibiting productivity, and
discouraging production for export. These problems also partly
explain the character of Epgypt's balance of payments performance.
The following illustrates these points.

A. Imports and the Balance of Payments

In 1982/83, the current account'deficit reached $1.73
billion. While Egypt's receipts from commodity exports were $3.5
billion in that year, they were outstripped by the growing
imports that totalled $8.3 billion. These imports included food
commedities, raw materials, capital goods, and other products not
manufactured locally.

Food imports alone represented over 25% of total imports and
were valued at over $2 billion in 1982/83. During that same
year, service exports, such as workers' remittances ($3 billion),
tourism (S$S600 million), and Suez Canal earnings ($957 million),
played a major role in covering [Fpypt's trade deficit. Those
earnings, however, are now levelling off. The remittances from
Egyptians working abroad are expected to plateau due to slower
economic growth in the Gulf States and expanded local training
programs in that area. Of the required balance of payments
financing during the 1980-1983 period, direct investment repre-
sented about 17%, suppliers' cradits 34%, and international
assistance about 49%. Considerable effort and difficult policy
reforms are neceésary to improve Egypt's balance of payments
performance and place the country's development prccess on a
higher and on a more self-sustaining basis.
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B. Revenues ve. Frxpenditures

The Goverment's revenues have recently increased due to some-
what higher taxes, better enforcement of tax lawé, increases in
Suez Canal tolls, and oil exports. Rising revenues, however,
have been offset by growing expeﬁditures due to inflation, public
sector employment policy, and substantial subsidy allocaticns.
The gross budget deficit increased from L.E. 1.2 billion in 1976
to about L.E. 5 billion in 1982/83. This deficit represents
about 20% of the GDP. The net deficit to be financed through the
banking system is about 5% of the GDP.

C. Public vs. Private Sectors

The public sector in Egypt still dominates the economy. Its
expenditures currently represent over 65% of the operating and
investment budget and it employs about 30% to 40% of an estimated
12 million person labor force. For the current Five Year Plan,
the public sector's share of investment is projected to be 77% of
the total. '

Egypt's service and agricultural sectors are predominantly in
private hands, while most industry is in the public sector.
Approximately two-thirds of the total industrial pfoduction in
the early eighties came from the public sector. Since the incep-
tion of the Open Door policies in 1974, the private sector's
share of industrial output has increased from 23% to 33% as of
1983.

During the 1970-1575 period, investment by the private sector
rapresented only 8% of the total national investment. This
percentage increased to 10% during the 1975-1979 period, and to
approximately 18% by 1981. The Egyptian government is hopeful

#794.14

L .')



I1-4

]

that the private sector's share will increase to 23% of national
investment during the 1982/83 - 1986/87 period. During the
1974-1981 period, about L.E. 7.24 billion of proposed investment
by the private sector was approved, but only 17% of that amount
was devoted to projects that had actually étarted production.

D. Feyptian Foreign PExchange Rate System

The Egyptian foreign exchange rate system often complicates
tae handling of international transactions. On January 1, 1979,
the GOE abandoned the "official" rate of exchange (U.S. $1.0 =
L.E. 0.39) in favor of unitary exchange at the then "parallel"
vrate of exchange (U.S. $1.0 = L.E. 0.70). The Exchange Control
Department of the Ministry of Economy helped to bring about the
change by issuing regulatjons to be implemented by the Central
Bank. On August 1, 1981, the buying and selling ractes for the
U.S. dollar were set at L.E. 0.83168 and L.E. 0.84 per U.S.
$1.00, respectively. New foreign exchange regulations were
introduced in April 1984. These regulations aimed at achieving a
single exchange rate in the Egyptian market. However, the
multiple exchange rates still exist and further improvement seems

to be required.

E. Current Economic Objectives

The current Social and Economic Development Plan sets out the
economic objectives and investment targets for 1982/83 - 1986/87.
Objectives for the public sector are fairly specific but are set
forth only in general terms for the private sector. The plan
aims at achieving an ambitious 8% real annual growth rate in GDP.
The investment allocated totals L.E. 33.5 billion in 1981/82
prices. L.E. 27.2 billion is to be invested in the public
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sector. Table 1I1-1 depicts the percentage breakout of this

amount :
Table II1-1
AGGREGATE INVESTMENT TARGET (1982/83 - 1986/87)
Percentage of

Public Sector ' Total Investment
Industrial and wmining production 25%
Agricultural production 8%
Electricity - 8%
Other public utilities 8%
Housing 13%
Transportation 17%

The current political.and economic climate in Egypt seems
favorable. The government appears to be urging democratic
decentralization of decisions. Domestic and foreign private
investment are policy objectives pursued by the Mubarak govern-
ment. The Open Door Policy as enunciated by Law 43 of 1974
{concerning the investment of foreign and Arab Funds and the free
zones as amended by Law 32 of 1677) remains the cornerstone of
the government's efforts to attract foreign participation in
Egypt's development. Domestic investors are now eligible, under
Law 159, to receive the benefits accorded to foreign investors
under Law 43. Public enterprise Reform Bill No. 97/183 enacted
in 1933, was intended to improve performance in the public-sector
companies. The GOE hopes for substantial expansion in agricul-
ture and industry--sectors which are projected to be the
promising areas of growth and expected to replace earlier

foreign-source investment as it levels off in coming years.
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F. Bilateral Fconomic Assistance--America's Predomninant
Role

Egypt is receiving international assistance from bilateral
donors to assist in overcoming its serious balance of payments
deficit and to achieve economic and social development and
stability. Among these major donors are the United States,
Japan, the Federal Republic of Germany, and the European Economic
Community. Yet the U.S. remains the preeminent donor and scurce
of financing. Between 1974 and 1983, the U.S. economic commit-
ment to Egypt reached $8.52 billion. Under the existing pregram,
the U.S. provides nearly $1.0 billion worth of civilian economic
assistance each year. During the 1980-1983 period, U.S. assis-
tance to Egypt represented roughly 63% of total internatiounal
assistance received by Egypt applicable to current account
deficit and amortizarion payments.

Egypt's total imports from the U.S. in the period 1980 to
1983 reached $2.807 billion, of which $1.851 billion {about 65%)
was funded by the U.S. . From 1974 to 1983 the U.S. financed $1.9
billion in PL-480 Title I and III commodities and over $2.3
billion under the CIP. During the same period, total wvalue of
U.S. commercial exports to Egypt amounted to $956 million, more
than half of which were agricultural commodities. Meanwhile,
Egypt's exports to U.S. reached $303 milliun in 1983, of which

approzximately 85% was crude petrolcum,.

G. The Commodity Import Program (CIP) in Egypc
The following provides an overview of the Commecdity Import

Frogram in Egypt and the evolution of the program's development
over its decade long tenure in Egypnt.
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Since 1975 USAID/Calro has committed nearly $3 billion for
fmports into Egypt through the CIP.  The purposes of such funding

are manifold.

Through the CTP financing mechanism, the United States has
sousht to promote economic and political stability in Egypt by
supporting moderate lecadership and encouraging greater domestic
production, emplovment, and the availability of basic goods at
affordable prices. The immediate aim of this program has been to
provide rapidly disbursing balance of payments assistance to meet
the necessary import requirements for sustaining production,

consumption, and investment.

AID has also sought to ensure that import requirements for
investment goods, raw materialé, spare parts and equipment, and
capical goods for Egypt's productive use are sufficiently
addressed. The ultimate purpose of CIP is to facilitate a wore
efficient and effective allocation of the country's economic

resources.

CIP funding has been available to many sectors of the
Fgyptian economy: governmental agencies and ministries, and -
public and private sector firms, but since 1981 private secter
firms have not been included, Egyptian companies eligible for
CIP funding are genevally those covering the following fields:

@ Production of foodstuffs, agriculture, irrigation, and
industry
!,
e Production services including transportation, communica-:

tions, housing rehabilitation, construction, utilities,
roads, and tourism

e Trade
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o Production socletics including productive cocperatives
or private hospitals
@ Private entreprennurs soch as doctors, engineers,

accoantants and apricultiralists
Law 43 compardes are also eligible on a Llimited basis.
In 1982 the I'roduction Credit Project was devised by AID to
make U.S. commodities moce accessible to the private sector,
although it still draws upon funds obligated for CIP prior to

1981,

1. The Genesis of CILP

The AID program in Ezypt owes it origins to Henry Kissinger's
shuttle diplomacy following the 1973 War. The U.S. sought to
encourage the peace process begun with the nigning cf the Sinei I
agreement by Egypt, the U.S., and Israel through provision of
economic and technical assistance.

A team sent to Cairo in April 1974 to determine what the U.S.
might do if an AID program were initiated in Egypt, determined
that a "nen-project" program having substantial impact over a
reasonably short time was necessary to assist in relieving the
balance of payments deficit. The team initially identificd
programs and prejects approximating S250 million. Among these
the most significant were the Suvez Canal clearance, reconstruc-
tion of the Suvez are.., and CIP.

The Agency implemented its first program loan in 1974 for the
public sector. However, at that early date AID was also engaged
in discussions with the COE on how to include the private sector.

Early implementation was extremely difficult. Each end user/
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twporter had to be infoirmed about AILD requirements; specilica-
tiong as received from the end users were often rudimentary.
Apreement was finally reached on "standard'" terms and conditions
fov both Invitatiou for Bids (LTB) and ALD policiea for formal

procurement procedures for the public sector.

The first CL? traunsaction, the financing of remote scnsing
equipment, was accomplished on an cxception basis. AID
authorized sole source procurement and arrangoed for the U.S.

supplier to provide the required AID documentation.

Z. The Evolution of CIP

AID began moving at a faster pace in 1976 when the program
level reached $750 million. It increased CIP when project
planning and agreements could not be completed. CIP funding
totaled nearly half of the above figure for FY 1976 and was
designed to finance essential requirements for agricultural and
industrial machinery, equipment, spare parts, and other necessary

commodities and services.

During this period, U.S. assistance was viewed as fostering
political stability while supporting moderate economic develop-
ment policies which would facilitate the establishment of

permanent peace in the Middle East.

In 1977, AID obligated $440 million for CIP in Egypt. U.S.
concern over Egypt's continued adverse balance of pavments
situation stimulated AID efforts to assist GO in reducing its
dependence on short-term foreign borrowing and to support a .
program of capital project investment to expand productive

capacity.
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Under CLP in 1979, priority items weve food commoditics,
industirial goods, raw wmateriala, and semi-finished products.
Funding levels rveached $300 million and $250 mil)ion for IFY 1978
and Y 1979 respectively. From the CIP's inception through the
end of FY 1979, $1.540 billion was obligated, roughly an average
of $300 million a year. Approximately 1,200 transactions were
comipleted and supply contracts signed. The letters of credit
issued to U.S. suppliers recached $1.250 billion and one billion

dollars was disbursed.

CIP funding for FY 1980 included tradivional program
financing for such imports as raw materials, semi-finished
products, industrial machinery, equipment, spare parts, and some
food items. Program loans for the year totaled $280 million and
a grant of $55 million was alsw included. The CIP loan was
increased by $506 million with an agreement by GOE to use an equal
amount of its own foreign exchange to purchase additional fertil-
izer. This enabled the GOE to provide additional volumes of
fertilizer through its own import programs; it also encouraged
the distribution of additional fertilizer through private sector
channels at reduced subsidy levels.

Egypt's balance of payments performance improved somewhat in
1980. Its current account deficit fell to approximately $500
million in 1980 from about $1.5 billion in 1979. 1In 1981, it was
projected at $625 million. Of the AID-authorized $300 million in
CIP grants/loans to Egvpt for 1981, $25 million was allocated for
the Trade Financing Facility (TFF) and $5 million for purchases
of spare parts for the Ismailia Power Plant. The former alloca-
tion was viewed as assisting the GOE in improving its ability to

finance purchases of higher priced U.S. imports.
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besides its desipgnated vole to help ameliovate Egypt's
balance of payments, CIP increasingly became the AID instrument
to provide direct financinp for items not easily packaged as
projects, such as small equipment and intermediate goods for use
in industry, transport, health, and education. Prior to 1980,
all CIP funds were loans to the COR which mandated 10% to the
private sector and the remaining 90% to public sector organiza-
tions. Since FY 19382, CID has been administered on a grant
basis. Commodities imported under CIP grant agreements have
begun to generate counterpart funds, theoretically restraining
inflacion and at the same time meeting non-inflationary local
currency requirements of projects.

There was an effort in 1981 to structure CIP into separate
components involving long-term financing of capital equipment,
intermediate financing of production/consumables, and support of
the Trade Financing Facility. These areas coumprised the $350
million allocated for the CIP in FY 1982,

Also emphasized were the Basic Human Needs (BHN) and trans-
portation sectors (traffic control equipmenc, spare parts,

railway equipment needs, and public transport vehicles).

The official balance of payments deficit for 1981/82 was
approximacely $82.1 billion which in turn dropped to 81.4 billion
during 1982/83. TFY 1982 funding attempted to increase the level
of CIP to provide faster disbursing of balance of payments
support. Although the level of average real growth in GDP had
reached 9% in the late 1970s, it dropped in 1981, primarily in
the petroleum and tourism earnings due in part to the softening
of the world petroleum market and in the Suez Canal revenues due

to slowed growth in world trade. The effects of this were offset

- 0
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to a degree by marginal growth in the construction, private
business, electricity, and domestic transportation scctors.

3. The Production Credit Program

During FY 1982 the entire private sector portion of CIP was
converted to a project under a new activity directly addressing
the needs of the private sector, called the Production Credit
Project (PCP). While tentatively planned at an initial funding
level of 850 million, it was authorized to disburse S68 million
until the beginning of FY 1985.

PCP uses the same import mechanism as CLP yet with signifi-
cant changes in attempted impact and orientation. PCP's orienta-
tion is toward investment.in productive sectors with emphasis on
capital investment coupled with project-type financing. FPCP is
expected to be an investment tool providing support for the

private sector, with productivity a key issue.

In addition to the banks designated to handle CIP funds, PCP
funds are also disbursed through the Arab Investment Bank,
Egyptian American Bank, Chase National Bank, and Misr Iran
Development Bank.

PCP project rules, with AID's Regulation One prevailing, were
signed on September 25, 1982, and issued in 1983. Funding for
PCP beceme available through the pipeline by August 1983. This
emphasis should result in increased end-user transactions
accompanied by tighter credit terms to traders.
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bo Changes in Funding and Intevest Rates

This was not the first time the GOE restricted credit te-mg
to traders or "middlemen". In the early days of private sector
CLP, trader predominance (85% of the total value of transactions)
prompted the GOX to enact a variety of measures to counter this
trend. Some of these included credit tipghtening, less advanta-
geous term lending, and eventually the exclusion of a large

number of items traditionally imported by traders.

Interest rates for CIP began at 2.5%‘over a three year
repayment period or 5% over five years (money available at P.T.
70 = U.S. $1 with 2 25% minimum dovmpayment) . By mid-1980 five-
year money was eliminated, an eligible trade list was drawn up oy
the Ministry of Economics with repayment percentages favoring end
users (6%) over traders (10%). In addition, a maximum 25% down
vayment, instead of a minimum, was established at a rate of P.T.
84 = U.S. S1.

By January 1982, interest rates for end users and traders
rose to 10% and 12%, respectively. These figures still apply to
residual CIP funds.in the pipeline. By comparison, public sector
companies as of early 1983 were still able to obtain CIP funds at
5% to 10% with three to seven and one-half year repayment periods
at an exchange rate of P.T. 84 = U.S. $1 (except GASC which
obtains its U.S. dollars at a rate of P.T. 70 = U.S. 81 in cash).

FY 1983 witnessed a dramatic improvement in AID program
implementatiocn over that of the prior ycar. Combined CIP and
project expenditures were up by 45% over those of FY 1982 while
project expenditures alone were up by 60%. Such improvements

were attributed to program maturation, full implementation of the
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port:folio revlew process, and more aggressive monitoring by AID

staff.

5. The Current Program

During IY 1983, over 50% of U.S. economic assistance to Egypt
was provided under the CIP and PL 480 programs. Again, capital
needs of the GOE development budget were stressed in that year's
CI?'s funding over the traditional balance of payments priority.
In addition to corn, tallow, sulphur, coking coal, tobacco, wood
pulp, polyester fiber, tinplate, and industrial chemicals, there
was a shift to capital goods (machinery, equipment, spare and
repair parts) and other items targeted toward modernization and
enhanced efficiency; all of these efforts were designed to

increase productivity of commercial and manufacturing ventures.

The proposed CIP funding for FY 1985 is $300 million.
Financing is expected to continue to cover the above raw
materials and capital goods items. Trade Financing Facility
transactions are still eligible for CIP funding, however, no

specific designation has been made for this area.

PCP has been authorized to disburse $68 million until the end
of FY 1984/85. Traders are expected to continue to face tight
credit control with only six-month term money (regardless of the
type of goods imported) with a sizeable (40%) down-payment at 16%
interest rates.

Further differentiation has been made in interest rates for
end users in industry (13%), tourism and services (13-15%), and
agriculture (11%). - Additionally, new repayment terms were intro-
duced for capital goods (up to 3 years), intermediate and light
goods (up to '8 months) and raw materials (up to one year).
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Morcover, the new maintenance of value (MOV) policy, requires
repayment at the highest rate prevailing on the date payment is
made, even though the exchange race is currently pegged at P.T.
84 = U.S. S1.

H. USALD Authorization and_Procurement Process for the

Commodity Import Program

This section provides an overview of USAID's authorization
and procurement process for CIP users.

1. Description of the Process

After the Congressional appropriation process is completed
and AID/W authorization to proceed has been secured, USAID/Cairo
prepares a Crant Paper which describes the proposed CIP and
justifies it in political and economic terms. Although referred
to by USAID/Cairo as the Program Assistance Authorization Docu-
ment (PAAD), the PAAD is in fact a form which constitutes the
first page of the Grant Paper.

The PAAD is submitted to AID/W for approval by the Admini-
strator of AID. The Grant Paper includes a broad description of
commodities to be financed and also cites a series of conditions
to be met before disbursement (conditicns precedent), along with
a number of covenants. During the Grant Paper's preparation,
MPIC draws up a list by Ministry or by other General Organization
for Industrialization (GOrI) entities for the dollar amounts it
proposes to allocate to them.

The conditions precedent and covenants approved in the PAAD

and other terms and conditions of the grant are also set forth in

the Grant Agreement prepared by USAID/Cairo. The Grant Agreement
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i1s signed by the Ambascador and Mission Director for the United
States and the Minister of MPIC and the Administrator of the
ﬁepartment of Fconomic Cooperation with the U.S. on behalf of the
Government of Epypt. Implementation Letter No. 1t is issued by
USAID/Cairo which nawes personnel in addition to the Director who
may represent the Mission in carrying out the CIP activity.
Implementation Letter No. 2 sets forth for the grantee detailed
instructions and letters of understanding on how the Agreement is
to be carried out. That letter also includes the Commodity
Procurement Instruction (CPI) document which lists the commodi-

ties which are eligible for financing under the Agrecment.

After the conditions precedent have been met, the MPIC
prepares a more detailed listing of commodities by Ministry and
arranges a series of mectings between USAID and the actual end

user organizations to discuss their proposed procurement.

Since many of the end users will procure the same raw
materials or equipment as they had in the past, the discussion
between USAID and the end users may only be confirmation that
they propose to utilize the same Invitation for Bid (IFB) used
the previous year. 1In such a case USAID/Cairo can simply advise
the AID/W Office of Commodity Maﬁagement of this and the IFE can
be issued. When the proposed procurement is a commedity not
previously procured, the end user may propose detailed specifica-
tions or may request that AID develop them. If new specifica-
tions are to be developed, the work in some cases may be done by
USAID/Cairo or, if beyond the technical capabilities available at
USAID, the requirement will be sent to the Office of Commodity
Management in AILD/W. The specifications will be developed in
AID/W either in-hcouse or by contract and cleared with USAID and
the end user. After the completion of the above, the avail-

ability of the IFBE will be announced by AID/W and issued to
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prospective bidders by the Feyptian Fmbassy in Washington.
Suppliers submit their bids to rthe end user in kEgypt. The IFB
gpecifics the date, time, and place for the bid opening.
bidders' representatives, the end userv, and an observer fronm

USAID participate in the bid opening.

The imperter (end user) analyzes the bids for responsiveness
to the IFB and selects the successful bidder, i.e., that respon-
sive and responsible bidder whose price is lowest for the equip-
ment requested. The end-user informg USALID/Cairo of the proposed
award and if there are no problems, the buyer is provided with a
"no objection letter."

While the IFB process is taking place, USALD/Cairo prepares
appropriate Financing Requests (FR) which are signed by USAID/
Cairo and MIIC and forwvarded to AID/W. On the basis of the FRs,
AID/W issues Letters of Commitment (L/Com) to the bank against
which the importers may open Letters of Credit (L/C). FRs are
normally processed thirty (30) days after USAID/Cairo reccives
the necessary information identifying recipient banks and dollar
amounts. Alternatively, if the procurement involves a large
dollar amount from a single supplier, the preparation of the FR
may be delayed until after the bids have been upened and an award
made. The FR is then processed for a direct Lecter of Commitment
to the successful bidder. Copies of L/Coms issued are provided
to the appropriate GOE Ministry.

After the supplier has been notified of an award he must post
a performance guarantee. When that is done, the buyer requests
the issuance of an L/C to the supplier against the bank L/Com
previously issued. Altérnatively, if the dollar value of the
procurement is large and invclves a single supplier, an FR is

usually processed foi the issuance of a direct L/Com by AID/W.
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The smlp;ﬂ.ie;' ships rhe commoditics aond the anmount is normally
pﬁid in full upon presentation by the supplier of the Lill of
lading and other documents required by AID Regpulation One to its
bank in the case of the L/C, or to AID/W in the case of a direct
I./ Com.,

Participating baoks adminictering CIP funds include pubriic
sector commercial banks such as Bank Misr, National Bank of
Enypt, Bank of Alexandria, and Banque du Caire as well as the
Development Industrial Bank, a specialized public sector bank.
The latter disburses CIP funds to the private sector only and
deals exclusively with its established customers. Botn the
National Development Banlt and the Principal Banli for Development
and Agricultural Credit have handled CIP funds fer clients who
were not already in a banking relationship with the above five
banks or who for some reason were unable to deal with the five
designated banks directly. Other banks may cbtain prosram access
for their clients by arranpements with one of the above twe

banks.

End users may import any commodities listed on the "AID
Commodity Eligibility Listing”" whereas traders may only import
those items listed in Circular No. 2/1982 which governs their
participation. It is the responsibility of the'participating
banks to ensure jimporter compliance with the provisions of the
circular. The banks determine the eligibility of the importers,
commodities, and the transaction's priority in the bank's overall
cperations. CIP terms require that equipment procured be of U.5.
source and origin. Repayment is made in Egyptian pounds.

The participating U.S. bank sends copies of the commercial

documents (the bill of lading, invoice, packing list, and/or

other documents provided for in the L/C) to the Egyptian bank
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'
involved. If the buyer mcets his Jlocal curvency obligat:ions to
the Egyptian bank, the documents are releasced. This cnables the
buyer to clear the goodé through customs and take possession of
the material.  In the case of a direct L/Com, the supplier is

responsible for forwardiog the necessary documents to the buyer.
Under AID repulations, the buyer is expected to clear the goods
"promptly," i.e., within 90 calendar days or such other time

period as may be agreed upon,

2. A_Sample Procurement: Refuse Collection Equipment

for the Cairo Coverngrate

Backeround

The Cairo Governorate covers a geographic area of Cairo with
a population of seven million. This area is distinguished from
Greater Cairo which includes Cairo, Giza and Abassyia, an area
with an estimated eleven million inhabitants. The Cairo
Governorace produces 4,000 tons of refuse a day. Half of this is
collected by private sector refuse collectors called, in Arabic,

the "zabal eens". The zabaleens collect and recycle the refuse
efficiently but to date can only serve approximately 1.5 million

residences. The other half is served by the Governorate.

Through the CIP the Covermorate has purchased refuse collec-
tion equipment--dump trucks, containers, and vacuum sweepers--to
serve the half of the population not reached by the zabaleens.
The following describes one procurement for refuse collection
equipment by thae Cairo Governorate according to the CILP Need-

Delivery Timeline.
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The Procuvement Process
With the PAAD already issued, this transaction for refuse
collect on equipnent was authorlzed under Loan No. 263-K-045.
The agreemcot was signed on 27 February 19278, which established
the Eligibilicy Dace for the transaccion. Tuwplementation Letters
No. 1 dated 19 April 1978, No. 2 of 28 April 1978, and No. 3
dated 5 May 1978 contained procurement approval and the Cowmmodity
Procurement Iastruction.

The Invitation for Bids was issued on 31 May 1978. After the
bids were opened and evaluated, the supplier was selected and the
contract was awarded to Truxmore Industries cf Richmond,
Virginia. A "No Objection lLetter" from AID approved the choice
of supplier and the Fipnancing Request was made. AID then issued
& Letter of Commitwent to the participating bank which in turn
sent Letter of Credit No. 607793 to Truzmore authorizing funds

for procurement.

The equipment was shipped frowm the U.S. on 27 September 1979
and arrived in Alexandria, Egypt on 20 October 1979. After off-
loading and release from customs, the equipment was delivered to

the Cairo Governorate.

The time from the signing of the Grant Agreement to arrival

of the commedities in Alesandria port was approximately 568 days;

‘rom IFB to delivery, approximately 500 days.
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Lo Local Currency Special Account”
In accovdance wlhtn Sect.on 609 of the PForclygn Assistance Act
of 1961, as amended and as provided in the US/GOK Bilateral
Apreement effecccive October 15, 1978, the CUE established a
Gpecial Account in the Central PBank. The GOE has been obliyed te
deposit into the Central Bank Epyptian pounds in emounts equal o
proceads accrued by the Governmont or any govermnmental agency
resulting from the sale or importation of eligible items. The
Special Account was established in conjuncrion with the FY 1979

v

Supplemental Commodity Import Program Crant.

The FY 1982 CIP agreecwment and subscequent agreoments
stipulated that in cases where credit terms are provided for
imports under the CIP, deposits to the Special Account are to be
made in accordance with the debt service schedule associated with
those credit cerms. Currently, the GOE requires the importers to
make the down payments to the local bank before appreving the
financing request for approval of the Direct Lettens of
Comitment. The MPIC is now tightening its authority and
procedures to expedite paymenc of overdue obligations on past
transactions hy applying various criteria, one of which is
denying CIP financing to importers having arrearages outstanding
for more than six months. In the case of transactions, deposits
to the Special Account occur directly with the purchase of

commnoditcies.

——

*Draft of the CIP agreement (263-K-607), 4 Januvary 1984.
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ALD aud GOE, wve to macual by apgree on how the Special Account
funds are to be used.  The USALD carefolly veviews, che monthly
Coentral Boole statomenta, AU present Chese statements inelade
details on all tvovsactions in order to avold vecurroncea of
difficultiog similar to the voauthocized coons)ery by the Mintstry

- of Fivsanca of LB &% million and to encure thatt all Outice

wiihdrawals are authorized.
According to USALD vecords, 5245 million in Epyptian pounds

were deposited in the Speeial Account rheounh March 31, 1984

The daposit of the funds and theirnr subsequent use is net normally

cited as a purpose of =he CIP in Foype. Howevey, the legislation

mandating the deposgits, the languape of the succesyive grant

agreecments, and the fact that the Special Account exists and it
7 uses are subject to joint agreement of the twe countrics seems o

arpue for its inclusion in this cvaluation.
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- CHAREER TELBVALUATTON APPROACI AND HRTHODOLOGY

A rey [asnoes

The jusuee to be addressed in the evaluation were pLimarily
dictared by the scope of work prepaved by USAIDR/Cairo and parcly
) derived through discussions with AID ataff involved with the CIP
in both Washington and Calro. There were four major issucs

suppested by cthe above sourcoes:

) impact of the CLP, 1975,-84
o efficiency and effectiveness of CIP procedures
. ) conditions precetdent and covenants of rhe CIP apgreement
and ’
o apropiiate methodologies for [uture CLP evaluations,

Since the individuals involved with the CIP seem to view the
program {rom a variety of perspectives, establishing the relative
importance of these issues was determined largely by the

evaluation team.

B. Questions and Propositions--quantitative and qualitative

informarion

Each of the broad principal issues was defined more concisely
by the evaluation team before the necessary information could be
collected. Many of the sub-issues could be staied as proposi-

tions or hypotheses. Under ideal circumstances sufficient data

1 - . .
, could be gathered and the hypotheses would then be statistically
. tested. However, sinte there was a limited amount c¢f data and

time for such date collection and testing, the statements were
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made jn the form of propositions which could rhen be confirmed or
denied by the evaluation teom based ou the information available
to them, Other sub-issues were stated as specific questions
which could be directly trinslated into items on an interview
questionnaire. Attempts are made in this report to differentiate
between conclusions based on sol id quantitative data, those which
represent the opinions of USAID CIP staff and Egyptian
participants, and those which arc strictly the opinions of the

authors based on their five-week immersion in the program.

Starting from the four major issues, the evaluation team
organized the propositions and questions in the following manner.
The table below indicates the major proposition or questions
(eolumn 1), the sources of data (column 2), and methods used for
information gathering (colunn 3).

Table 1TI1 - 1

Major Propositions and Quesrions, Data Sources and
Information Gathering Techniques

Proposition or Questions Data Scurce Metnod of Information
Gathering

Economic Impact

1. CIP has had a signi- USAID staff Structured interviews
ficant positive _ :
economic impact in GOE officials Structured inteviews
Egypt.

#794.13
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Table 111

1 (continuaed)

2. What is the natuve
of the economic
impact?

Developinent Impacts

3. The CIP has had a
substantial positive
developnent impact
in Epypt

4. What is the nature
of thies development
impact?

Political Impaccs

5. Has the CIP had
significant political
impact? Has there
been a continuing
policy dialogue?

#794.13
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USAID staff
GOX officials

Egyptian
participants

Existing J4ata
GOE, USAID,
ete.

CIP records

Egyptian
participant

Existing data
from GOF,
UsSAiD, etc.

CIP records

Egyptian
participants

Existing data
from GOE,
USAID, etc.

USAID/Embassy
Staff

GOE officials

Available
information
from any
sources

Scructuared interviews
Structured interviews

Structured interviews

Review of datna

Review of records

Structured interviews

Review of data

Review of records

Structured interviews

Review of data

Structured interviews

Structured interviews

Review of information



Table 111 - 1 (continued)

icleney and
;etiveriass of the

6. The CIP compares
favorably to other
financing mechanisms
avallable to imporiers.

7. The CIP has been used
to import an appro-
priate mix of goods
to promote develop-
maent.

8. How can CLP proce-
dures be improved?

9. Is the current CIP
system maintaining
sufficient information
to monitor and evaluate
Cip?

Conditious Precedent

10. Are the conditions
precedent being met,
particularly with
regard to the Special
Account?

#794.13
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Egyptian
participants
and banks

USAID staff

CIP records

USALD staff
Egyptian
participants

ClP records

USAID staff
Egyptian

participants
USAID staff

CIP records

USAID stcaff
USAID records

GOF records

Structured interviews

Strd%tured intervicws

Review/Analysis of
CIP records

‘Structured interviews

Structured interviews

Review/Analysis of
CIP records

Structured interviews

Structured interviews

Structured interviews

Review of records

Structured interviews

r

Review .7 records

Review records

i
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Table 111 - 1 (continued)

Evalnacion Methodolopy ~
1. What has boen learned Evaluation Review of proceduraes,
about the appropriate Team materials, and
methodologies for CIP methodologies
evaluation?
C. Information Gathering Methodology
1. Intcrviews

The evaluation team developed six distinct interview forms
and conducted structurcd interviews with representatives from
each of six groups involved with the CIP.

~These interviews were usually conducted by two-person,
Egyptian/American teams utilizing an interview form derived from
the ilist of questions and propesitions which were appropriate for
each group. The interviews usually took from 30 to 90 minutes
and in most cases the respondents zeemed to be cooperative and
frank. Whenever possible, the anticipated responses to specific
questions were pre-coded during questionnaive design, so that
they cculd be simply checlied by the interviewer. Since many of
the questions were necessarily open-ended, there was some chance
of subjective bias by the team in interpreting the answers and
attempting to arrive a2t a consensus of respondent opinions.
Table ITI-2 presents the numnber of interviews and the represen-
tative groups included in the process. Appendix B contains a

summary of the results of the interview process.
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Table 111 - 2

Interviews Conducted as Part of the Evaluation

CIP Administrators
Parcicipants Toterviewaed

Numbear of Interiews

-

Egyptian Banks 3
Egyptian Government Ministries 5
Fgyptian Government Apeucies | 2
Private Sector Firms 18
Public Sector Firms 22
USAID and Embassy Staff 24
2. . Review of data in CIP/AA Management Information
System

USAID/Cairo meintains a substantial amount of information on
each transaction under the CIP in the CIP/AA Management
Informacion System Files. The CIP/AA systemn tracks each
transaction from the signing of the loan or grant agreement
through the initial request for the commodity by the end user,
the arrival of the commodity and, in some cases, a follow-up
visit by USAID staff to check on its end-use. Approximately 70%
of the dollar value of commodities which have been reported to

have arrived have been "end-use checked."

In addition to reviewing regular files, documents, and CIP/AA

reports, the team requested special analytical reports to be
generated from the gsyctem. These reports were custom-programmed
by Price Waterhouse Khattab. However, the limited time available

#794.13
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to access the CIP/AA data files was Insufficient to generate the
complete avray of weports desired and specificd for the

evaluation.

’ 3. Review of CIP Publications and NDocuments

o ——. a2 o

Information on th~ economic status of Egypt and other topics
wags also reviewed by rthe evaluation team. This included the
GOE's various economs. raports and five-year plans, USAID/Cairo
economic reports and & vepwvt. from the International Monetary
Fund. A bibliograpny ~f references used during the course of the

evaluation is includ+< in A.pendix C.

D. Analysis of Dacs

The analysis of iui~r-.uvion gathered for this evaluation took

three forws.,

Where information was judged to be of sufficient quality and
quantifty, propositions were informally tested. When this was not

possible, the evaluation team had the option of making or

1
reserving informed judgement on the validity of the propecsitions
or the answers to the various questions. Finally, the team or
sub-groups of the team worked together to interpret existing data
and synthesize interview responses.

E. Recommendations for Future Evaluafions
The following is a list of the recommendations developed

based upon experience gained during this evaluation.

b #794.13
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Vo Putt Greater Fmphagla on Mvaluation Planming,
There s Little doubt that this evaluation could have been

planned better, so that it could be conducted more efficiently.
The "audience” for cthe evaluation report should be clearly
established. Members of this group should work wich the
evaluation team members to establish major issucs for the
evaluation, '

Where information was judged to be of sufficient quality and
quantity, propositions were informally tested, When this was not
possible, the evaluation team had the option of making or
reserving informed judgement on the validity of the propositions
or the answers to the various questions. Finally, the team or
sub-aroups of the team worked together to interpret existing data
and synthesize interview responses. Principal team members
should also be supplied with relevant reading waterials on the
CIP, the host-country, and the particular CIP? to be studied well
in advance of the study. These materials should include examples
of all records and documentation available in Washington and the
host country.

2. Establish Priorities within the Scope of Work

Most importantly, the evaluation team should be given clear
guidance in the issues critical to evaluation of CIPs in general

and in particular. In the case of this evaluation, USAID/Cairo

provided a scope of work for the evaluation. However, this scope

of work listed a large number of issues, all of which could
certainly not Le addressed carefully within the timeframe and
with the resources allocated for this evaluation.

#794.13
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]
Future scopes of work should clearly indlcate such fssues in

the order of priority to the mission and AID/Washington,

3. USAID Participation in the Bvaluation Process

In conducting future CIP evaluations,. it would be advanta-
geous to have at least one USAID vepresentative as a full-time
member of the evaluation team. The USALD team member should
participate in planning excrcises as well as the evaluation
itself. This would provide the team with quicker access to USALD
personnel, pertinent files, and data. This could also allow

nterview scheduling with USAILD personnel and CILP participants to

i
be done in advance,
The USALD representative skould be knowledpable of the CIP,

USAID staff could alse assist by assembling information such
as the following:

o] My and all information on program objectives

0 Types of CILP transaction records available '

0 Economic data on the country .
o Records of the status and use cof the Special Account -
o) Annual reports on the most important banks, ministries,

importers and firms over the life of the progranm
o} Sugpested persons and firms to be intewviewed, with as

many host country government officials as possible
scheduled for interviews.
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bodnelude Host-Country Mationals on the Tvaluation
Leoam

This evaluation team was a mix of Eyxyptians and Americans.
It would have bheen even more difficult to conduct such an
evaluation without team members from the host-country.
[

2. Increasce Time Allocated to Conduct FEvaluation

The Epvpt CLP is unique amonyg CLPs because of the size and
the amount of information available on its individual transac-
tions. However, the lack of readily available information on
program impacts is conspicuous and is shared with other CIPs

wortldwide. Given this lack of information, the evaluation would
undoubtedly have benefitted from an additional month or more te

conduct further interviews with Egyptian recipients and

participants in order to cover a greater cross-section of those

involved. Future CIP evaluation principal team members should
probably allow two months in-country to conduct such an

evaluation. .
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Purpose and Tntrodvetion

The purpose of this report is to describe the Commodity
Tmport Program/Arrival Accounting (CLP/AA) information system and
to make recoumendations pertaining to its future usec. The
matoerial is presented in a manner which will help illustrate the
strengths of the system, while offering supgestions for revisicen
of those areas where enhancement is indicated. A separately

bound section enticled CLP/AA System Diota and Analvsis contalns

tha data used in developing this report.

The report summarizes the available informaticn pertaining to
the CIP/AA information system and presents our evaluatijion, con-
clusions, and recommendations. Also included are statements of
methodology, assumptions, definitions. and the data and analysis

which were used in the preparation oi the report.

The primary purpose of the CIP is to provide foreign exchange
for the Govermment of Egypt for importation of specific cemmodi-
ties from the U.5. which will enhance development in Egvpt. The
goals of the program include rapid disbursement of funds, provid-
ing raw materials and capital equipment to industry, and easing

the balance of payments deficit.

The CIP/AA information system provides automaced tracking of
the CIP transactions. The function of the system is to gather
CIP data and distribute that dacta to interested parties, includ-
ing Egyptian and U.S. Government persouncl who manage the various

aspects of the CIP. BRy providing appropriate information in the

#794.12 ' ¢,



Q

[v-2

propec format the system can enhance communiceavion, provide the
neceasary data to decigion wakers, and thug increase the overall

effoativencss of thoe CTP,

The WANG VS computoer systemn provides a means for capture and
storage of the CLP datn and gives the uscr the capability to
generate lergchy and highly complex reports which present the
data in a timely and efficient manmer. Ad hoc and spe:cial
reporting needs can also be satislied by the WANG DMS utilities.

Without: the automated CLP/AA system, complex analysis, reporting

1)
and ad hoc queries would not be feasible.
Methodolouy

The methodology employed by this evaluation includnes data

collection and analysis.

@ The data collection consists of gathering corputer data,
system and user documentation, conducting interviews,
and collecting interview data.

3 Analysic of the data included computer aided analysis of

the CLP/AA application system and data and a review of
the interview data and the system and user

documentarion.

o The computer analysis provided information on the

following areas:

- Completeness of data
- Ease of use

- Utilization of WANCG VS system capabilities

#794.12
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y ol data entry

- B ficiency and acevrac
modules

- Dotza structures

- NDova roedundancies

- Dara storage techniques

e Information for the cevaluation of the

the CIP/AA information and the WANG V

and report

wanagement of
5 systems,

o The analysis of the interview data included trend

identification, jdentification of o¢nd user needs, and

overall systom acceptability asd performance.

@ Analysis of the documencation included det
function and conplaveness and readability
the doc

of backup capability. Analysis of

aleo included a review of the repovtys and

Assumptions

The following assumptions have been made in preparation of

L2y

this report:

) That the reader has some familiarity with

informacion processing systems and tie ass

terminology and with the Commodity Import

Definitions

erninatcion of
and provision
unentation

data entry

antomated
oclated

Program.

The following definitions are included to provide the reader

with necessary background information:
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@ Wanres Dot Manapement Systom (IV8) ~~DMS js the WANG file
accong aystem,  DMS uses index sequeotial accens and
provides acecegn to jts files via the Control, hata
Entry, Repore, and Dnguicy aciliciens

@ Covtrol--The DMS utiliry which definee the logical filoe
stroucture. Individoal data elements in o file ace
defined by none, lennrh, data Lype, and access

characteriscics

o Repove~-The PMa utility which provides a means to

generate colunn oricoted reports.  The Report utility

uses the Coatrol files for the logical data definitions,

and gencrates a report definition file which can be

processaed vepeatedly o produce venorts.

o Inquiry--bMS ucility which provides ad hoc file inquiry
capability. The Incuiry utrility uses the Corcrol files
for the lopical data detfiniticns, and generates an
inquiry definition file which, when processed, returns

the requestoed information.
Findivgs

Computer Nardmarae

] The computer hardware conliguration at USaID/Cairo
consists of a WANG VS 100 Super Mini Computer, four 75
megabyte disk drives, one 600 and one 300 line per
minute printer, nunerous workstations, and word

procesesing printers, and various other devices.
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The havdware wos well maintainad and operable with a fow
cheaptions; one 7% MB disl drive war piving Intermlvtent
problema and the 600 VM pedater falbled doring owr

cvaluation.

Online disl storage capacity off 300 wegabytoes is
avidlable on the systen. Most of the available dislk

storapge space was being utilized,

The hardware . 7ivomment was excellent.  The couputer
room i¢ glass enclosed and isolated from the surrounding
arcn. It has ralsed flooring, adequate air condition-
inn, and locking doors. The printers arve also isolated
in a plass cuclesed voom with lecking doors. The entire

conputer arca waes well orpanized and clean.

Svstenm Softunge
The WANG supplied software was all present and operating
correctly. In addition, up-to-date USERSURS and

USERATIDS libraries wore available.

The operating svsten release was not the latest version.
Later versions of the operating system offer many
enhonccd features which are net present on the curvently

instaltled reloase.,

CIP/AA Application Sofrware

]

#794.12

The CIP/AA Software is WANG Data Managonent System
based. The majority of the rfunctions are provided by

the WaNG DUS uveilities--Controsl, Report. and Inquivy.
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The Control ueility provides the Logfeal view off the
CIP/AN datataae.  Control files For cach of the data

{iles are prosent and accurate.

ALiernative Control files were available on o Limited
bacis, but the users were not piven the authority to
modify theiv own control files.  Becauvse the users werc
unable to access the Control utilicy, they had no
ability to create their own lepical view of the data

Files.

Data type is not always consistent in the control files.
Theve ere several instances where dollar amownts are
dofined as character deta. When this occurs, no

calculations may be performoed by the report utility.

The coutrol files contain soine mislcading field names

5]

-
+

and data structure Jeofinitions. What is deseribed as
key to a file may be only a parrial key and is of no

practical use as o lookup key.

Standard reporting is processcd {rom the CIP/AA report
menus . Ad hoc reporting and inquiries may be generated

from thoe UANC Report or ITnguiry utilities.

A large nunbey of standard repovis moy be genervated.
The nature of the individual reports is not clearly
specified in the documentation and it is difficult to

ascertain their purpos: without a clear example.

The readability of the veports varies. Most of the
reports have understandable headings and present the

data in a concise and clear manner. However, some of

———— -
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the vepovie have cryptiie headioge and the presentatlon

of the doata 1 jouabhled and difFficult co read,

G The ad how Report and Ingquicy facilicy povidens a means

q r .
- for the system users Co generarte non-gtaonvdacd reports
and inquiries.
@ Since no facility to modify ov create alternative

control files existn for the uscrs, ad hoo Report and
Inquiry requests must use the existing lopical view of

the data.

.ﬂ @ Data onery acceszs is provided by proegrams which display
screens that allow the user to add, modify, or delete

rocords from the data files.

o The dara encry scereens are well developed and easy to
understand.  Dats entry vaquires no special knowledge of
the cowputer and is friendly to non-data processing

parsonnel.

o A few of the screens ave busy aond some require entry of

dara which i¢ redundant within the system.

o
kookup Tables
a Sivx lookup rables are included in the system. These
tables provide access to commonly occurring standard
information and are accessible by key frow the detail
records in the data files.
0 Data which is found in the lookup tables is also found
-
: on the detail records. This means that there are over a

#794.12 | "
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'
million chavacters of redundant data or the systoan due
to the duplication of the data on the Leokup tables and

the detail records.

Dognentation

@ The system and uscr documentatrion consiscs of the
packape contained in the data and analysis sccetion of
this report. The curvent state of the system ond uger
documentation is inadequate to provide the neccessary

information for maintenance and use of the system.

2 The system has one documentation package. Therce is no

distinction made between the user and system

documentation.

& Included in the deocunentation are the following:
- One page narrative system description
- Two page flow chart
- Report ewamples
- Screen samples
-~ Description of the data elements
o Many standard items are missing from the documentation;

comprehensive supporting information 1is necessatry to
ensure ability of the system to survive persoanecl

changes and other upheavals.
¢ . The documentation does not provide the information which

is necesgary to opavate the system efficiently. Access

and step by step instructions, description of functions,

#794.12
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and code definitions ave among some of the standard

infocmation itows whiich ave micsing.

Percepitions

Overnll uscer acceptability of the system 1s high. ‘The
general feeling is that the system provides the

information to personnel efficiently and effectively.

Inability to effect changes and infloxibility of the
system to change were the only negacive aspects of the

uscrs' perception of the svsten.

Additional reports and inclusion of additional data in
the system were mentioned frequently by the system users

as possible vrew requirements.

J_)_:l ta

@
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Structures and Inteprity

The CID/AA data is structured in chronological order
begpinning at the agreement level and increacing in
detail throush the financing rvequest/letter of
commitment, invitarcion for bid, and letter of credit
levels until the highest level of detail is reached at
the shipping level.

The data is logically structurced chronologically but
lacks clear cut relationships from file to file.

Record retrivval keys (ov codes) are long and cumbevsome
and not clearly defined. Data which should be logically
grouped is dispersed throughout the files. Accessing

multiple files is difficunlt.
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@ Redundancics i the data are connon.  Some cloments
occeuy multiple times do a gingle £ile and many elementcs
vhich are contalned in tables are also maintained in the

detail datn,

¢ The data is congistently cowmplete within the individueal
files. Some historical data is missing, althouzh the

kI

saps do not pose a major problem,

@ Sceveral of the data files ave very gimilar in content
and should be merged to eliminmate redundant data and
ef fort.

® Application security ig provided by user menus. Users
arce allowed to access the data entry, reporting, and
inquiry functions. Application consistent file
protection is not present, and the use of the Wang

security features is not well developed.

Systen dManzgoment

> The computer facility is well wmanapged. Access is
controlled znd limited. Backup procedures are weall
developed.

& Application system security is provided by logon to

logoff menus. This form of sccurity is susceptible to
penetration byv knowledgable users. Inter-and intra-
application security is difficult to maintain. The
availability of the help function makes all unprotected

files vulnerable.

#794 .12
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» Recommendations

Syoptem Goltyare Necompendations

Appl.i

ar e

Obeain and install an updated operating systcem rvelcease.
Release 6.2 of the WANG operatiny system is now avail-
able and incluedes all the latest enhancements. A new

release of the COBOL Compiler is also available.

Revise the system security. At a minimum, revise
application and file level security. Protect applice-
tions by assignment of application consistent protecrtion
classes. This level of protection allows access only to
those users with access agsignment matching the specific

applicatior's protection class.

As an alternative to revising system scourity, install
the Stave Depavtment CUE software. This package pro-
vides inter~ and intra-application security, as well as

many other desirable features.

cations Softwiare Recomondaiions

#794.12

Revise the CIP/AA system. As the system continues to
grow in volume the difficulties in accessing and
reporting the data will increase., Cureful consideracion
shiould be given to logical database design and vo
provision for transportability to other programs within

USAID/Cairo or other missions.

If revision is undertaken, address the following major

areas of difficulcy:
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’ . Flimination of vedundant data

: , - Consistent use of tablog
~~~~~ Lopgicnl key strvcturcs
- Flexible and user nmodificble control files
- Revision of repovts

) o Merging gimilar data files

The recommendations for system enbancements (under General
Recommendaiions below) can only be implemented if the above
actions nre taken.

Docuncutation Recommend: tions

o Prepare adequate documentation. A complete and up-to-

- 4 date sct of user and system documentation is required te
ensure the viability of che system., Without the proper
documeniation USATD risks losing the ability to maintain

and usce the systom.

s Include as a minimum in the system documentation a
system description, program documentation, and a

maintenance guide.

o Provide in the user documentation step by step instruc-
tions For access and use of the sysven. Complete
descriptrions of the reports and the purpose of the
reports should be available. Also include descriptions

of the data elemcnts and code delinitions.
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Ceneral Pecommend:s tions

R

o Espand CLP/AA to be a CIP/MIS, f.e., more than junt
accontiag for the CUP transactions.  The system could
bo couheneed to provide infornation valuable to decision
malcvs borh ar MP1IC and the USATD.  Include in the
CLP/MIS o "time Vine opalysis” which would permit USALD
to identily bottleunecks in the gysten and to project the

schedule for delivery of commoditics more accuratoely., -

) Such system cniancouent can be gradual | starting with
more responsive procedures for fostalling user requested

enhancements .

o Pedicate a progrvammer to the CIP/MIS co implement the
system expansion and keep the system current and

adegquAacely documented.

Cenelug ion
Overall, the Arcvival Accounting System is adequate ro meet
the necds of the basic tracking of the CLP. Tt is important to
note that an effort has been wade to provide the CIP project
otficars and manapovs wirh the necessavy information to adminis-
ter the CLP in Egypt. What the system lacks may or mav not be
required in the current context. With relatively minor revisions
to address the problens menticned, the CIP/AA informaztion system
could become a wodel systom and perhips be distributed to other

USAID posts for usa in similar programs.

#794.12 QE?
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CHALTRR V. DATA AMD ANATYS1S

Thic coction presents o cummary of the wajor infocwacion
upon which the findings ard conclusiong are based and how it wvas

analyuond .
A boonomjce Topacts

In a progrem having coubined cconomic, political, and
duevelopnental dmpacl, several analytical issuves need to be
addressed. The issue of the trade-off botween productive and
distributive efficiency should be recognized, Programs which
intend to promote produvction capacity and cfficiency mav, in
fact, resule in vprecting or worsening the distribution equity in
the nation. In this regard "wacro" versus "micro" impacts are
impovtint censideracions, especially in Llight of supply and
demand detorminancs and direcct (or first order) and indirect (or
second order) effccts. Program iﬂpacf cn socio~economic wellave
in conjunction with the prevailing pricing and price system in
the economy will also be noted. Welfare analysis should account
for all externalities resulting from implementing the proegram
while the inadequacy of the price system will take into account
these cxternal eifects. Lastly, this section will examine the
effect of CIP allocation discouraping or evon prohibiting higher

personal consumncion as well as decreasing non-developmental

expendicures by the Egyptian government,

Because theve is a lack of sufficient, consistent and
reliable data on the economic impact of the CIP, it will be
analyzed by 2xamining its direct and indirect effects on the

major wacwn ena wicre-vceonowii iudicators. Specific propositions

#794.11 \p‘\o



and quaections will

\

major questlons posed here arce:

NDoos CLY -

To

Egyptian sources and international documents were

aunswaer

~~have an tmpact on balonce of paymentcs?

~=g3lze vespond fo any POP eriterion?

--affect GOE expenditure or receipts?

Form the frameworle Cor the analysis.,

The

-=lucreagse (encourage ol gupport) consunption?

~=affect (raise) investiment?
-=aflfece employmeni?

-~Ccredte fwmport substitution impact?
~=cioate expovre promotion impact?

~-distort develow et priovities?

-~have preater ilumpact on rural ovr urban areas?

--have income distribution effect?
--crante developmental eflfect?
--aflcct price scabilicy?

~-=crente over dependency?

~-Finally, do CIP? objectives overlap with other

USATD objectives?

these questions secondary data from sever

sccondary data were wvnavailezble or inappropriate to u

.
5

used.,

an

Whenever

the

analysis depended heavily on the findines of the structured

interviews conducted by the team.
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H Balance ol Paynent s
The defiaivion of the BOP pap to he Cinapced as uned dn thia
veport conprices the cocoent accounl and anor Cicatiov paynments,
In 1981/82 the CLU fands vepresented abovn 7% of this gap.
During Chie 1978-1985/04 period this figuce averamed 1047,
Pooing the 1978-1081/82 period C1P represcoutod about 56047, 284,
and 40% of the tourism cornings, workevs' rvemittances, aad Suez

Conal tolls, respectively.

The efifoct of CIPY on the curceni aceount deficit with other
mAajor f&rwiun creitanoe conecributors was investigoated (Figure Vo
A-1) . Buving che 1975-1631/82 period, a 10% increase in CLP
funds conded to decrease the currvent account deficit by about
9.9%.  Coincidentally, this result is similar to the remittunces
effect vhere a 10% ivncrezase in remittance tranefers tended to

reduce current account doficit by 9.67% (Table V - A-1),

The elasticitcy of CIP wich respect to the BOP reach 0.308.
ten perceat incrwase in C1P aseems o reduco the ROP deficic by
about 3.1%. This implies thar, i CLP werr 0O be used as the
sole instrument vo oliminace BOP dolicit in Faypt, it would have

tae be increased wmanifold vo cover the BOP deficit.

Alrthough CIP secws to have a small effeat on pOP deficit, it

helps goeatly in prevencing further deterioration. The disper-

(H |

sion coefficient of ROP currene accouni deficitc around irs

{ o . .. .
(1) Dispersion coefficient = (estimated standard error/average

value) x 100.0

#794 .11



1. PLrect Fifeers
. Balanee of Payment o

The definition of the BOY pap to be Finaneod as usod in thig
report compcoises the curvent acecouwnt. and amorebzation paynents,
L VBTS2 the CIF Funds coprescentod about 7% of this g
During the 1978-1952/84 period this figure averamed 10,49,
Puring the 1978-1981/382 period CIP represenred about Shio bk, 289,
and 407 ot the tourism earnings, worloers' remitiances, and Saew

Canal tolls, resprotively,

The eficet of CIP on the curvent seccount deficit with other
major forceion excelionge concributor:s wig invesrigatea (Fipure V -
A-1).  Daring the 1973-1951 /82 period, a 10% jncyrase in CIP
funds tended to decrvease the current account deficir by about
9.9%. Coincidentally, this result is similer to the remivtances
effect whore a 107 increase in remittarnce tronsfers orded ro

reduce curvent account deficic by 9.6% (Tabice V « a-1),

The clasticicy of CIP with respect to the HOP reach 0.208. A
ten percent increase in CIP seemg to reduce rFhe BOP deficie by
about 3.17%.  This implies that, if CIP were to be used as the
scle instrument Zo eliminate BOP deficit in Loypt, it would Lave

to be increased manifold to cover the pOP deficit.

Althoupsh CLP scoms to have a small effenr on BOP deficinc, it

rventing further detevioration. The disper-

~

helps greatly in pr
(1

N~

sion coefficient of BOP current account deficit avound its

(1) Dispersion coefficient = (estimated standard error/average
value) x 100.0
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mestn vatae foe i GV oreacived 270 des g, the 10781983/ 84 '
peviod, bl valae withoun, CLP dvcebaded o the acrountae seached .
SHLVIYL Thu s GUE cecore to stab i) iee the deficit and prevenr in
From forcher detopy o ation.  Another eficet of CLP an tho
sLobilizo o ol the Bor is worth noting,:  the dispersion Ffactov
oL BOV svornd it wesn o valoe duviog the saee period reached 31,07
exclabiog the vV and ooly abont 20007 with the CLP.

The anolyais oteo showved that CIP allocarione tend to
correlate pocitively with the carvent account POP deficit.  The
cotimated correlotion coclficiont of 0.5%992 indicates shat CLP i
Lev ol e s seayed voaaonab y bt the cApectod 0P deficit (Table -
Vo A0 I pevtdevtiar ) it aovms that tocal G1P allocoiions
substituted hoavily Jor any decerioration in the foreipn direct
Investment (Figurse Voo A=2) .
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Patiwated Corvelation Cocflicionts For

Table A

the

-

CIP_and Selectod Mnjor Variables

k1 1 e 4 P 1 TR e e 41 1 S50 S 4 0 s b

Variable

CLe Total

CLP Private -

e sy e

Tourisasn Rewittanacen

0.85

Groog

Workoers'
BOP

Private

Investment

i b - b S b e e+ p—

.51 0.59 -

0.73

et At o4 4o e e m e . e

Tha
association

Source:

r = Cov (x,

correlation
hetweeon

two variables and s defined

y)

where Cov (%,

Covariance of x and y

the estimated variance of x

the estimated variance of y

Calculated using data frow Table D-3, D-10, and D-1! in

Appendix D.

#794 .11

coefficient neasures the dearce of

a8



Table V- A2

Fotiheated Covecolation Confficiinta for the
Cly and Solecred Maydor Variobles

Gross
Workers' Private
Variable Towr ) sm Rewiltances BOP Tnvestment

L P T g A e e eE b e e hBa hemas e b e heer: 82 ke aan 8 e bt 51 1 it M AN O b St 41 £ 80 S o o o o AP Pl AE e Bk S AR i S TS LA AN o 40 b A ot

CIT Total 0.55 .51 0.59 -

CIP Pyrivate - - - 0.73

g T Tt T T R e R ]

Sotirce:  The corrcelation coel{lcient measures the depree of
association between two variableos and is defired as:

r o= (,: [WAYE ( hs ’ y )

B T

vigvy )j}

where Cov (%, y) = Covaviance of x and y
v = the estimated variance of x

x

v o= the estimated variance of ¥

Y

]

Calculated using dat~ from Table D-3, D-10, and D-11 in
Appendix D.

va
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P Covernment e e

Avprecpare donmnd hag deaoatices1ly ineveaced din the past th oo
decades s Thie ahife in demond, when couplad with hieh population
growth vace and o voeducrion in the productivivy groweh rate,
places an cscess burden on the budpet and cavges an enovmous
incvease i oall pricec.  The correction of this situarion

reguires cheeusive Lnvestimens,

Investaent can he considered as outpur not consvacd by the
pubrlic cv private sector. With high mavpinal propensity to
censume, A5 well as excessive increangse in governent cxpendicure

for foreien curcvency to finance social and economic

Epypt's noed
developeaent projoecis remains hish.  The data avallable vevenled
that the toral public deficit has increasaed almost four times as

of 1987 /63 compared to 1275 (Appendix D).

CIP disbursements velative Lo the totol GOF receipts have
decreagsed frow 3070 in 1970 to an escimated 6.05% in 1982/83.  Ar
the sawe tive, the pevceotepse of +the CIP relative to the COL
expendgiture has decveased fHrom 14% in 1978 to 3% in 19682/83.
These resultos imply that wich an ircresce in both public revenue
and exprudicure, as well as steady state growth in the CIP fund,
the CIP has beceome a winor [inancing item in the budget over the

time period under study.

C. Consumniion Levels

The data availazble reveal that che size of CIP has increased
on both sector and commodity levels. Cuortain secs of conmodities
are imported throupgh CLP including corn, tallow, cokinpg coal,

radio apparatus, tobacco, vegetable oils, transformers, frozen

chicken, and veliicles (Table V - A-3). These sets of ccocwmodities

#794 .11
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inelodo concunobt e and capdtal pooda, L CLP supporting pergonal
comzturpt ion o ineveaning nonedovelopnent ol ooy enl enpenditwren
Uy the pove e o t? fvaidlable dota veveal that funds allocaiod to
food ircue, vow waterisl, and copital equiperent amouared Lo 673,07
wmillion, 3104 HYillion and 581107 mitlion, reapectijvaly during
the 19751985 period.  These results indicate thae about 79.6% of
the towl CLE has bewen allocated Loy production and sevvice,
Therelfore, Lt appesvs thae che CLP hax holped morse in Financing

the baloace of povoent delficit in investment tlian in eonsunption.

lowever, the CIP plays an impwrtnnk roie i responding to the
ever iuncrcasing donand for food Ln Eegypt aud in alleveation part
of the jncroasing pressure on the sovernment budset . Facili-
tating Jwpovts neder OFY algso haelpa in opening the door for
tnercasaed connercial impoves frem the U.S.  The dota on Eonypt's
iinpcw;tr dovivip che 1075-1281 perica show chat abous 38% ol the
toral covn Luporstad from che UlS. is throuph che CIP program,.  As
for vaepetable ofls, total inports from all sourcen were 8244.60
million in 1975 aud the U.S. werker gshare wos about 93%.  This
share T actunted during 1976-1979 fvom 357 in 1976 te 1007 in
197" ospite che decrease in the CLP share (Appendixc DY,

As for tallow, the share of the U.S. market in 1975 was
around 947 of the total tallow imports., In the sane year the
tallow iapovis Chroush CIP were around 947%. The U.S. shave, the
imported tallow throuph CIP, and the totel imported tallow have
decreascd over the pericd under study at the same rate. The same
results hold for other vaw macterials, including tobacco and

iron/steel strips.

#794 .11
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Inovhe past thyeo decaden, Fpypl has adoptod different
policices for rosovcee uso and o)l location,  Boelore 1974, the
Feyptian coonomy wes "elosed” ) that {6, no foreien investmont was
poereitted. The policy alier 1974 was chanped to an "open door"
ceonomy o Yoredien ppvestament wags cncourared and a significant
amount ol Foreipn curvency has been subvequently devoted to

development . The auount of foreipn investment, on the avoerase,

-

’

wan about 2700 of total investment during the period 1974-1981/82.
The cconomic plan T9672-1986/37, which proposes o guarantee a

beilonced stable growth i the cconomy, incorporates an inves tment:

volume of L.E. 35,484 billion to be financad from variow:
domestic rosoucces over five vears.  This amount accounts for
approximatcely 817 of the total plamed investment during the
period.  Thevelorve, oven with hiph dependency on local plan

[2g

finoveing, foreign Foundiog is still of preat importance in

finmeing Eevpt's forure econonic development .

The annual groweh rate in total gross investment was rouphly
h.i7% during the period 19764-1281/82. In terms of the allocation
of the tetal invescmont bYelween public and private sectors, the
data available shows thaot gross private investment was approxi-
mately 25.51%.  But dvrring 1981/82 the gross private invastment
to the totnl irwvestmont grew at a faster rate than gross public
investment which consiituted roughly 71.49% of the total ipnvaest-
ment during that some vear. The gross private invegstment con-
tinues to grow at an annual vate of 21.38%; for gross public
investment it is around 3.81%. This may be due to burdensoma
regulations imposed on allecation of capital to the public
sector, With incrcaszes in the size of GDP and gross fixed
investment, the outpui/capital ratio, as approximated by the

GDP/gross fixed investment ratio, was cxamined over the period

#794.11
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19764090 period, Perhapae vhe most surpriaing conclusion da that
Civks vacio has Dol ben over Cimes doea, 13,272 4 1977 to 7.63 In
1981 /80 (1

reflecn fnelficieni use of capital,

pondkias by wablen DT oand D=6) . These resalta may

Az noted, croong 7969 of the votal CIP gocee for cithew
internediave balvsiriol comnoditios or capitol egquipmonc,  On the
avevrape, covad 35.92% of the toral is fov Linancing copital
equipment . This acconntas fov appronimately 8.20% of total
induserial dpvesraent fn Fovpeo o Seatiztical dara for 1975-1931
veveals for exencle thar che motor vehicles and transformers
importad under CLE cqualled almose 100% of the votal WS, imports
in 1975 and 1976, Vor (he resainder of the period, the
lwportacion ol both [luctuated.  The share of the U.5. macken for
motor vehicles deeyansed from 15.40% in 1975 to 3.4%% in 198
while the shave for tvanslonmers decreased from 21.55% in 1975 ©o

Ta.94% in 1981,

e.  Hmnlowes
Al thowsh not primarily intended o be an employment
genevativy progran, CLT bes bad a Lavorable effect on improving
job opporuvunities in Egype. 1o the interviews conducted by the
evaluation team (Appendix B), it was suspescoed that CIP fands
increased employment in some oganizetions and impreved the heal th
safety for wovlers in others. At the Transport and Ingineecring
Co. (TRENCO) an increase of 500 workers, or 20% of the company's
labor force, was identified as a result of CIP funding. Howevar,
the CIP is not expected to have a significant effect on the total
Labor fovce in Egypt, currently estimacted at cver 12.4 million.
In some cases, the activities financed by CIP tended to be
labor~saving. The Cairo Covernorate expecls to replace hundreds

of refuse collectors with mechanized equipmeant. Within the

#794. -
794.11 O
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Limited obfectives of GLy and the widespread setbvition T
Fivncnecs, theoe cocan fo e cnc overall favorablbe caploywont

effvee, wost Vibely o vhe vpegcading of wleills,

2. ,Tm} AR RN DO U LTS A

o ':'i',!lw'n‘t .‘-".l".'\s,i ll nt; '(\'1

T wosttabilicy ol CLY funds on o conceasional basis sceus
to Liave sovoral Laect and dndirect efiects on 1"'~:'1L1c:i:i;\71 tooand
fport substirorion, The CTP could be used to enhance produacs
Bivicy do the Lreypriaon econowy and sopport carreni oovermmoent

cipemdireres, public dnvestcacus, and the approved importstion

udoct, The CTP allocanion for capital sad intormadiace poods

vopresents 720045 of total CUPL o Daving the 197519872 period total
funds allocated for capival aod incersediace roods amovated o
shodb billion.  Toe eztimavod elascicivy of annual GDPD with
capect to tonal invo,ement uvsine the data for the 1975-1981/82
peviod (Appendix D, cobles D=1 and D-6) indicared thot o 107
incressa in the tats) invesooont wvould cond to increase annueal
GDP Ly wbove 6,67, Accovdinely, the S1.85 billion disbuvsed as
capitsl and incevecdiate goods should penorate an annusl ouvtpul
in the Veyprian ecovony equivalent to sbuut 81,2 billion. The
povrion of CTP allocaced to infrastvucture and industry decreasoa
slivihitly from S214 million in 1979 to S206 million in 1983,
Koweve, , using the avove estioasuvaed elsstizity, thie should
increagse the totsl oubputl of the countrvy (given the priceg) by
abouz $136 wiillion in 1983. Other factors neing equal, this
could be considered ag an import substitution effect generated by

Ci¥ funds.
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Mceher more vecent aspect of the CILP program is the genera-
I L pProg

tion and use of local curreuvey funds for deposit into the Special

I

Accouni. According to the regulations governiug CIP, the bulk of

these funde are to be used only for developuaental applications

.

which have been agrecd Lo by the GOE and USALL,

The profusicn and complexity of CIP objectives, given the

fFixed time and resource constraincs, is almost bound to preclude

the achievement of all the objectives. And yet in many ways, the

CIP program has a remavrzable record of suvccess,

1. Political Tmract

The size of ths U.S. cuovonic assistance packave fovr LDgypt

I

nd fov lsracl is mandat:-d Ly Corvveas cool vear under Pavt IV o

‘,l

the Foreign Ascictance Acr of 1267 as awendeaed, "Eeonomic Sunport

Fund " The B8P auvchoricarion cnablos ih president te "furnisi

agsistanca g0 couneries o . . oin order b promote economic or

TSI R U Ui, (R P " S B ST e N P P P T
political stebilitvy " as distiner fyom "Decolopment Asslstancs,

ot

althouch he iz to tale inss ccoonnt the policy divectioprs of that

latter section of the Ao,

It is not sceidental thet che BEF Yevels for Buvoo and Tsrae

are authorized in the 250 sectica.  The desilsdion in 1974 te

I S - P S U R VR |
25881380 L'J,(ﬂ:,'pl.. AR TN RS B S T A 5 F W L_“‘»,‘:'_-‘Q‘.-Ju.}l el (J‘v::l.‘ﬂ David accoras

and w2s mode to zhow U5, supporo fov o2 wrloriate Lo

government wirich would bolp dmpiooent the apivit as wvell as the

].G‘CC(E?T ()f Lll\).\ 1CCON d T

Pzecause of CLP's proven abiiics - Jiararee funds rapidly
when cowpaved to ALD prejecus, it w coed as the first tangible

evidence of U.S. economic assistanc . The 830 miillion cblipared

in that first asreement were 717 disbuora-d within the first 18
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months, a recovd which
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(Table V-D-13).
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above
CIP

support

stood until 1979 and which is well

the Life of

sbhurcgement of 56% over

o convincing demcustration of UGS,

ed only o gsmall fraction of the BOP

o

I m J.S.

sarily play the
Iy J

Vo2 of the total annual economic

Eoypt . CLY docs not neces

relations, Huo as an important segment of

rd one ich afifects more minis and

TV oA

ISATD wecivity sharp veduct
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) o | PR N
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oo
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2. Fhonomic Twpact
Measured in statisticul terms, the macro-economic effect of
thae CLP has been warginzl. Lven though its use to improJe
Egypt's PO in 1975 was a welcome and ugaful intervention, its
direct impact ou BCP has legsensd over time as GOE foreipgn
exchange earninzs and divect investwent from other sources
increased. But thoe availability of CIP funds at anntual levels

around 5300 million has served 28 a psychological safety net as

well ag an actual stabilizer of the deficit. 1f CLP funds may be

less importanc in cexms of toioal BOP, they are impovtant in

funding cricical coumodicy itewms that misghe net be purchased from

available foreisn exchange. Conriog C1P wizht mean select

prioritvy items would vet be availuble,

Egypt's toctal ilaports ave approschinag 52 billion a year of
vhiich CIP ia about 3.3%, o fiowro which will decrease if CIP
levels scay constant.  This illuerraces the ninimal ivmpact CIP
has on the level or compouition of GOL lwpocts, even though
almoae S0% of CIP has beon allocstod for production and service

sectors.,

- e o ey T P TR K S R R VA
CIP is alro a miner Sinoncive flem in the total GOE budget
. . “ . 4 o - o e N v oot s
and 1ts impact o esiplovoent 1 waede-gone Tinmg roported no
. s e . —
changes duve to ucing CIY commoalclos whila olinery reportec some

to o battor coohnoloe o,

Theve has been an indlrect cooponie @0 feae foem rho portion
of CIY allocated i

[0 {
data analysis, S$2006 mitlion in O70 allocsred Lor these purpooos

infrascvuce o and indostey:  based on the

should increase total productivisy by 5134 willion, which can be

considercd a Lype of import substitucion.
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Overall,
figures may
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sector (agricul&urn, for instance) through imports of a badly
needed commodity (feveilizer for agriculture) or (d) generate
local currcicy. Under regquirenent (o) or (b) large accoss-the-
board CIP's have been instituired. In those situations the type
and cartegory of the commoditice imported are generally secondary.
That was the situation at the beginning of the CIP in Epypt.
Through the years there havs Le=en changes in the commodity mix as
speeial occasions arose. Fertilizer was included one year in an
efforc to boest an ailing agvicultural econowmy; frozen chickens
waere included at one point te halp supply a better diet and to
keep prices Jdown. Later thev were discontinued as the poultry
indastry orew, wnizh in turn was dependent on CIP imported feed

corn. ‘To provide the raw matevial for a soap industry, unable to

—i

supply sosring demand, tallow hias been one of the major CIP
imports overs the yeors, 1t weuld net be difficault to £it any of
the above items into o definision of davelopment' that would

-9 T L 1
satisfy moost analysta,

CIP impornms hove Loeen uritized by fifreen out of the sixteen
scctors Listed in ohe Filve Veor Plan. ot least twelve of those
sactors (it comfoviabhly furs a meapiacinl definition of
developmoenrt . Table U, VI-5-0 shous the CLP allecations; the
diversicy of CIP corribucicas ia appevanis,  Whao is not os
readily evident is thae proc-em's overs UL dnpoct. One may assume,
and GOL odficials conenr, whas OIP has conti ibuased heavily to
developmens as doeficed in ohe olan.  Seztistics reveal that the
contribution has voriad considoerabls by recror, with the more
important ones beling industyy, 2lectiicity, wupply (corn/tallow)

and trancportauion,

Put whnot of whe divpact of 825 million worth of tobacco each
year (or paper for #iluerz7? 1t lg Jefanded on two grounds--it

1

initially preomoted social so-bility by providing sufficent stocks
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scetor {apriculture, for instance) throuph imports of a badly
needed commodity (fertilizer for apriculture) or (d) generate
local currency. Under recuirament”(a) or (b) large across-the-
board CIP's have been instituted. In these situations the type
and category of the commodities imported are generally secondary.
That was the situstion at the beginning of the CIP in Egypt.
Through the years chere have becn changss in the commodity mix as
special occasiong arosc. Fertilizer was included one year in an
effort to boost an ailing sgricultural economy; frozen chickens
were included at one point to help supply a betier diet and to
keep prices down. Later they were discontinued as the poultry
industry grew, which in turn was dependaent on CI1P imported feed
corn. To provide the raw mateoial for a soap indusrtry, unable to
suppvly soaring demand, ©allow has been oue of the major CIF
imports over the years. 1t would not bo difficult to fit any of
the above items into a defilivion of devolopment that would
satisfy mozt analysts,

imports have been utiliced by filtcen outc of the sixreen

@]
—t
e

sactors listad in the Five Yeanr Plon. At lecst twelve of chose
secteors f£it cemfortanly inco o wmoaningfut delinition of

)

development. Table HNo. VI-5-D shows the CIP2 allocationg: the
diversity of CIP contrvibuticrs ic apparvent, What is noet as
readily evident is the program's overall Irpaco. Owe may 2-sume,
and GOE officials concur, that 0IP has contributad heavily Lo
development as defined in the plom, Gretistics reveosl that the
contribution btas varied comsiderabliy Ly sector, with the more
important ones being industyy, eleatricity, supply (corn/tallow)
and transportation

But what of the impact of
?

U
82
(e}
=
-

Lion worth of tobacco each
e

(3

-

[£5] e
Cu =

1
initially premoted social stability by pr

year (or paper for filte LS) fended on twe grounds--it

71

aviding sufiicent stocks
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of tobacco to dampen unrest at a burgeoning cigarette shortage
and it now provides a stabilizing effect on the cigarette indus-
try, including employment. Is it development? How does it com-
pare with tinplate for canning of fruit juices, kraft bags for
the cement industry, educational materials for universities,
capital equipment for the National Railways or the Egyptian
Electric Authority? Should it receive the same rigorous health
or enviromment screening that AID requires for proposed pesticide
imports?

USAID and the GOE are using the CIP increasingly for capital
equipment (40% of the total program for 1984) as a means of
increasing industrial productivity and speeding development.

But what is considered developmental in the sense of Egypt's
Five Year Social and Eccnomic Plan may be decidely non-
developmental when viewed in terms of USAID's program goals, such
as improvement of agriculture, primary and vocational education,
and rural and basic health care; upgrading the private sector;
and assisting in decentralizing government processes to the
provincial populace.

How does the import of expensive hard-to-maintain CAT SCAN
medical equipment or nuclear cameras which can only be used to
diagnose 8-10 people a day be reconciled with alleviating the
plight of Egypt's population in which hepatitis, respiratory and
water-borne diseases rank highest on the list of fatal illnesses?
It is defended on the grounds that such equipment is used in
teaching hospitals in which doctors are trained and which are at
the top of the health referral system.

#794.10 | \p \.
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What of the'millions of dollars worth of land reclamation
equipment imported under CIP when USAID has purposely shuﬁned
that activity? Are high-speed presses for the néwspaper and
publishing industry or computers for various government agencies
developmental?

Assuming the answer is negative, if one were to subtract from
the $2.8 billion in total obligations those items which might
arguably not be developmental, there would yet remain over $2.5
billion in commodities which, just as arguably, are
developmental :

Allocated Bv Sector Through FY 1982
(in S millions)

Central Agency for Auditing 2.5
Finance ' 3.0
Information (Presses) 162.5
Justice (Computers) 1.0
Social Affairs & Ins. 3.2
Trade 8.8
Tobacco 131.0
Health 9.0

S 261.0

4. Management and Efficiency of the Progranm

a. Efficiénqy

Within the regulations imposea by both the GOE and AID, the
program seems efficiently managed, through the perception of some
users is that CIP is more time-consuming and more costly than
other import schemes. For some it is a source of last resort for
U.S. dollars, although this is more applicable to private sector
than to public sector users. Interviews revealed that as one

moved from private sector firms to public sectors firms and then
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to public sector agencies and ministries, complaints about CIP
decreased.

However, one GOE official was specific with regard to the
effect of late grant agreement signings, noting that only in 1982
was the agreement signed early enough (Fepruary) for the MIIC to
make its allocation decisioms in advance of the GOE fiscal year
beginning July 1. He also noted that as of May 10, 1984, the
agreement had not yet been signed.

That there could be improvements in the system appears clear
from the comments. One larpe private sector company official
remarked that despite the size of the USAID staff much time was
lost in referring matters to Washington for decisien. Many were
concerned with the inadequacy of the 45 day pesriod in which goods
may be inspected, commenting that logistical problems involving
c¢learances, passports, visas and travel time substantially reduce
their useable time. Others cited the increasing involvement by
USAID technical offices in CIP decisions, the unyielding position
taken by AID on sore of its regulations (and the vagueness of
some GOE regulations which lead to varying interpretations).

Bid bonds, performance bounds and warranties are of prime
concern to the Suez Canal Authority. The responsible officials
explained that bid bonds and performance bonds provided protec-
tion for only limited periods of time. In their opinion
warranties and guaranties without meaﬁingful financial backup
were worthless and provided no protection in areas where it was
most needed. They claim to be able to obtain such warranties

from suppliers of EBuropean eguipment.
g
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Based on interviews with users and in reviewing end-use
audits, it is clear that the more sophisticated and experienced
an organization becomes in international transactions, the more
efficiently it participates in CIP. The Supreme Council of
Universities, for example, responsible for equipment procurement
for eight universities, had had no previous relevant experience.
Consequently, it does not have a system of warehouses, expe-
diters, procurement experts and infrastructure necessary to meet
its résponsibilities. It is currently in the process of develop-
ing a responsive organizational structure. On the other hand,
the Egyptian Electricity Authority has experience and a strong
organization staffed with competent procurement and technical

experts-in MPIC's eyes it ranks high in the efficient use of CIP.

The FY 1984 PAAD contains a description of recent steps taken
by USAID to improve the efficiency of the system:

° Concentrating on repeat purchases of replacement
equipment already defined and successfully purchased
under past CIP prcgrams.

° Avoiding, where possible, custom-built commodities.

° Confining low unit-value purchases to high volume orders

: for standard packeges (e g., the "basic education pack-
age".)

? Concentrating procurement activities on GOE agencies

with a proven track record in effective and timely

- implementation. A certification of liquidity and the
reallocation of funds now are required if procurement

Lt contracts are not produced within six months after

: allocation. This new requivement should permit a by-
passing of several end-uscrs that have delayed excess-
ively in providing specifications or in making contract
awards.

° A streamlined preparation and review of specifications
by M/SER/COM and its support contractor have accelerated
the flow of tender documents from AID/W over the past
year.

\°°

P
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) With respect to capital equipment purchases, many users
are providing a structured justification of the feasibi-
lity and appropriateness of procurement packages and .
their specifications before an allocation of CIP funds
is made. The user agency certilies that necessary
action has been taken to permit tlie immediate and

. effective use of the commodities (e. 8., identification_

and/or preparation of the equipment site, erection of
the building where the equipment-will be installed,

plans for the installation or erection of the. equipment,/

and plans for the operation and maintenance of the S
equipment) . The USAID will continue to finance through’
the CIP such planning, training and technical consultant
services as will help to speed up the preparation of

good proposals for the procurement of capital equipmgnt.

These goals and accomplishments are applauded. Adequate
follow-up action by USAID to insure their consistent application

should be taken.

b. Technical Review of Transactionus

Within the last year USAID has made a more determined effort
to put its own developmental stamp on the mix of CIP imports. As
part of that effort, technical offices are directed to review
certain transaction memoranda prior to final approval by CMT.

The result is a dichotomy of views and actions. CMT see the
process as an unwarranted slowdown of procurement and an inter-
ference with CIP's primary goal of providing a steady flow of
commodities into the economy. Most technical offices feel they
do not have enough status to veto CIP transactions outright.
Howvar, some have often slowed the process while they and AID/W
have queStioned the propriety of transactions vis-a-vis the
USAID's priorities. But other offices teview the proposed trans-
actions only for technical appropriateness.

#794.10

(“




VI-12

1]

USAID polic§ should be clear about the technical offices'
review of imports and the criteria for that review. Currently.
the review process is a source of delay and criticism. USAID
program officials oint out that, even when a decision is made to
ﬁroceed on a controversial CIP procurement, the process of rais-
ing policy‘issues'such as the need for payments from revenue-
generating entities (to ensure that all subsidies required for
the entities are "transparent" to policy-makers) is an important
and necessary element of the policy dialogue. The USAID benefits
by improving awareness, both within the USAID and within the GOE,
of the areas in which CIP technical appropriateness and policy
concerns may conflict. This should help to bring issues to the
attencion of top USAID management for fesolution, thereby enhanc-
ing the possibility of policy and programmatic consistenry
throughout the USAID portfolio. In this process, the GOE also is
reminded of the importance of policy concerns related to

commodity procurement.

c. Projectizing CIP Transactions

Because of its record of rapid disbursements, CIP in Egypt
has been used increasingly to fund larger, more complex and
discrete tranéactions, many of which would be considered major
infrastructure projects in most others USAIDs: complete micro-
wave urban telephone systems; bakery assembly lines; complex
railway signal systems that require specially trained personnel;
electronic monitoring systems for the Suez Canal; medical equip-

-ment that requires completion of facilities before it can be

installed; giant high-speed presses for newspapers; special boil-
ers for the sugar refinery. But all of these were handled as
routine CIP equipment purchases with little concern given to the
ability of the end user to install, use or operate the equipment.
The emphasis has been on rapid disbursement as the sine qua non

#794.10 v | o)
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of ‘a successful CIP operation. The results have been predict-
able, and have been amply illustrated in a succession of AID
audits.

In a $2.8 billion dollar program aberrations are bound to
cccur; the team was made aware in Washington of the bus problems,
the bakery equipment "scandal", the rotting corn now in Alexand-
ria, the installation and training problems associated with the
railroad signal equipment purchase, the Suez Canal VTMS package
and the expensive high technology medical equipment still waiting
the completion of facilities two or more years after arrival in
country. The team did not spend time investigating these special
problems; that is better left to auditors and inspectors. But
the very existence of those aberrations warns that CIP is not a
substitute for rroject activity no matter how discretély packaged
nor how attractive may be the prospects for fast disbursement and
high visibilicy. The project process is cumbersome and the
temptation to use CIP is understandable. But the result is that
when serious problems arise within large or complex CIP trans-
actions, the transaction is converted into a "project-like"
activity and put on the portfolio revew agenda~after the fact.
Often an already busy procurement officer, not trained or exper-
ienced in project implementation, is given the responsibility for
mbnitoring the "project." Fortunately, there are instances where .
such monitoring responsibility has been given to technical -

offices.

The responsibility of USAID is to identify potential problems

long enough in advance to package transactions in the most appro-

" priate manner. There is nothing inherently wrong with proceeding

on the "project-like" basis providing sufficient resources are
devoted to monitoring. This may act te preserve the advantages
of CIP's speed and flexibility and may often be preferable to an

e
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outright conversion to projdcts. Nevertheless, as the trend’
toward importing more complex and hard-to-install or-operate
capltal equipment continues, serifous thought should be given to
making such trangactions regular projects, com?lcte with feasi-
bility studies, design, . and concern for compleczion of required
infrastructure in advance of delivery. To ignore such safeguards
will only increase the number and complexity of crises USAID will
face. The 1984 PAAD, referred to in greater detail above, notes
that MPIC now requires certification from end users that required
civil works and' infrastructure is in place. The efficacy of such
certificates is questioned by the MPIC itself, which has no
review or enforcement mechanism. The USAID may have to bear the
respousibility through the use of TDY engineers and other
specialists. ’

G. C'[]_"/'AA Svstem

This subject is covered irn detail in Chapter IV.

e. CIP End-Usc Report Svstem

The USAID/Cairc Controllerv's Office conducts end-use audits
for selected CIP transactions. A typical transaction audit
usually involves a visit to the firm or organization which is the
end-~user of the CIP-firanced imported commodity within a year of
arrival, a visual confirmation of whether and how the commodities
are being used and any relevant comments or lessons learned.
These audit reports are circulared throughout the CIP when they
contain useful inforumation. 1f the commodities are being used as
planned, it is not deemed necessary to distribute the audit

reports.
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Due to the large unumber of CLP transactions each year, it was
never the intentiou of USAID to audit all CIP transactions. The
emphasis has recently been placed on auditing new types of '
commodities and larger and more complex transactions. Neverthe-
less, the total dollar amount of transactions which have been
end-use audited is approximatcly 69% of the total value of arrived
goods. But the total number of end-user audits conducted to date
is approximately 200--legs than 5% of all transactions. The end-
use reports range. in length from a single-typed page to many
pages and may contain lists, charts, photographs, etc.

The information in these end-use reports can be useful,
particularly where lessons have been learned about how transac-
tions have "failed."” Becav:e there is no standard form used for.
the reports and no standard list or documentation key data items,
it is difficult to synthesize the information contained in these
reports. The evaluation team made no effort to quantify or
analyze the information contained in the end-uce reports file.

The end;use audit system is an important nd useful concept.
If the system were improved and é&xpanded it could be of much
greater use to the CIP staff, controller's office and to future
evaluators of the program. The systom could provide information
on Su;h issues as preparedness of the end-user, problems of the
end-user with particular commodities or procedures and types of
assistance or training needed by end-users. The issues could be
covered in a reasonably-sized reporting form which could be used
by the audit teams. In order to provide the most useful infor-
mation, audits should be conducted of all types of commodities.
Individual audit reports as well as analytical reports of audit
results by type of commodity, time period, etc. should be

circulated throughout controller and CIP offices.
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5. GOE_Treatment of Public and Private Sectors

Underscoring the disparate treatment the GOE accords the
pfivate and public sectors of thie cconomy is the change in the
CIP in 1981 to exclude all private sector firms from the program.
ft was only in 1983 that the private sector again was given
access to an AID-financed import program. This was made possible
through the establishment of a Production Credit Project (PCP)
adninistered by the USAID Office of Finance and Investment. It
makes credit available for imports using AID Washington's CIP
mechanism and backstopping facilities. Becasue of its newness
and relatively low disbursement rate, it was not a subject of
this evaluation. Nevertheless, several firms and individuals in
;4;haﬁﬁﬁ§5ce sector were interviewed to obtain their views on how
‘the CIP had benefited them in the past and how they viewed the
GOE's actions toward them vis-a-vis the public sector (many do
not distinguish between the sources of AID dollars, lumping them
all as a part of the CIP). Thus, comments and conclusions below
reflect experiences under both the CIP and the PCP.

Terms of repayment of Egyptian pounds borrowed to purchase
AID dollars for both public and private sector firms are set by
the MPIC. While generally the same for both sectors, there are
disparities that cause private sector paricipants to feel discri-
minated against. Distinctions ariss in repayment time, down
payment, interest rates, maintenance of value (MOV), rates at
~which the dollars are purchased, collateral requirements and

transaction limitations.

Public sector firms are no* required to put up collateral as
they are backed by the "full faith and credit" of the GOE. Few
private firms escape the requiremenc. Further, conservative

financial institutions may liave high collateral requirements
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which may deprive marginally creditworthy private sector firms of
their ability to participate.

The continued iightening of borrower requirements by the GOE

has produced a substantial decrease in end-user transactioms.

There is some debate, however, whether many end users are
actually a part of the "productive" sector or in fact whether the
decreasing number of total users are the more deserving of the
group as a whole. This situation has also given rise to
increased reliance on middle-men who are offen best positioned to
maneuver within the few restraints in the financial system.
Middle~man activity may contribute to further monies being
diverted from developmental or productive activities to those
that are less productive, such as commissions for services

rendered.

Maintenance of value (MOV) requirements are not applicable to
the public sector. Private sector firms face the possibility of
repaying a loan at a higher rate of exchange than was budgeted
for at the time of the initial loan application, a fact which
could adversely affect a Jender's decision on extending credit.

Unlike some major public sector purchasers using the direct
Letter of Commitment procedures through AID/W (bypassing the
banking system altogether), all private sector firms follow
regular commercial bank resulations and ars subject to L/C and

other handling charges, adding to their costs.

There are no arbitrary limits placed on public sector trans-
actions but a private sector firm is limited to $500,000 per
contract and $1 million per year which must be for different
commodities. This inhibits companies wanting to buy high priced

#794.10
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items like computers or heavy equipment, areas in which U.S.
products are well-known.

The main attrvaction of the CIP program for the private sector
was the availability of hard currency at a favorable exchange
rate, it is also true for the PCP. While the P.T. 84 to $1
exchange rate does not render commetitive othertise uncompetitive
U.5. products, it has insured their initial .entry and, to an

extent, their ability to remain in the Egyptian marketplace.

Even though public and private sector firms do not compete
for CIP dollars, there is often price competition in the market
place between such firms, and more often than not private sector
firms lose. '

The additional costs of U.S. flag shipping requirements are a
disincentive to a more widespread use of CIP. In some instances,
transportation charges constitute up to 35% of the total CIP
price. But because bulk shipwents by public sector importers
more than meet U.S. flag requirements for Egypt, private sector
companies have been able to ship on free-world foreign flag
vessels when the buyer meets such transportation costs with its
own foreign exchange. However, if AID funds are used to finance
the entire transaction, including transportation, the U.S. flag

requirement is stinulated.

6. Snecial Account

Deposits to the Special Account are required only with
respect to disbursements from ClP grants, not loans. Approxi-
mately S1.1 billion has been obligated under five grant agree-
ments and a Production Credit Grant thru FY 1983, from which
approximately $563 million has been disbursed thru March 31,
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1984. The COL is obliged under the Memorandum of Understanding
Regarding Special Account, dated June 30, 1980 and the last
amenament dated February 4, 1984, to make quarterly deposits,
upon advice from AID, of the Egyptian pound equivalent of the
dollar disbursements, subject to, deferred payment arrangements
agreed upon for the recipients of the commodities. Through March
31, 1984, 206 million Egyptian pounds were deposited through down
payments and repayments under these credit terms. Based on the
CIP and Production Cedit Grants through 1983, there is a poten-
tial for'Egyptian pound equivalent of approximately $t billion to
be deposited in the Special Account spread over the next ten
years, the maximum period for which credit is extended to the
importers.

The purposes for which funds may be disbursed, set out in the

Memorandum of Understanding, may be summarized as follows:

1. Augmentaticn of budget assistance as GOE contributions
to AID-financed projects.

2. Payment for certain participant training costs and
technical and feasibility studies.

3. GOE personnel incentive payments for its development
programs .

b, Funds for AID rentals and local currency administrative
costs.,

This evaluation is concerned only with the first category,
through which over $925 million (in kKgyptian pounds) will even-
tually be disbursed as jointly agreed. In the prst MIIC credited
such funds to various AID projects, but there was no USAID
involvement in those decisions, despite the requirehent in the

agreement for joint programming.
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AID guidance (State 070833, March 1984) now requires missions
to submit to AID/Washington a plan for the use of local currency
generations as part of their future Annual Budget Submissions
(ABS). If a mission determines that it will not be involved in
such programming decisions, it must justify that negative
determination.

Based upon discussions with USAID/Cairo personnel, there are
two schools of thought with respect to the role of the Special
Account, which also reflect the differences found in AID
worldwide. 1In summary, these are:

(a) Special Account funds are composed of payments to the
GOE for the foreign exchange which it owns as a result
of the U.S. grant. Therefore, it should be free to use
the funds pursuant to its own development needs as
reflected in its five year plan with little or no
interference from USAILD;

(b) Such funds are only gencrated as a result of the U.S.
grant and that their use represents, in effect,
"second-tier" assistance; the U.S., as grantor, should
play an active role in their programming, disbursing and
accounting. .

There seems to be room in current AID guidelines to accommo-

date beth schools of thought.

At the present the USAID policy appecars to be closer to the

first, or "laissez-faire" position. At onre point the GOE made a
L.E. 85 million disbursement without the regquired joint approval.
This matter was resolved througt a redepesit of funds by the

Ministry of Finance. But USAID has not yet established with MPIC

a detailed method for joint prozramming of category 1 funds.
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1

Past accounting of Special Account funds by the MIIC has been
somewhat erratic and the subject of internal GOE discussion. In
the past year the USAID Controller's Office substantially
reconciled its accounts with those of the MIIC. MIIC, in turn,
imposed stricter requirements on importers with regard to making
down payments. USAID now requires MPIC, és a qondition precedent
to disbursing the 1984 CIP funds, to use an accounting system for
the Special Account which would enable both governments to track

receipts and dicburscments.

A more detailed accounting system for receipts and disburse-
ments is clearly needed. But requiring USAID to do more than to
give its joint approval to the use of the funds would seem to be
counterﬁ%oductive (see State 246904, August 1983, paragraphs 14
and 15, for AID guidance). The Memorandum of Understanding
requires only that the funds go to support AID-financed projects.
A joint decision to determine the need and level for additional
funding for each project should suffice. That joint decision
having been made, USAID involvement, beyond a review of account-

ing data, should cease.

This conclusion is reached realizing that the Special Account
"will grow to nearly a billion Egyptian pounds in the near future.
Pressure, however, to spend catepory 1 funds could result in
unwarranted fueling of inflation, a fact GOE officials fully
recognize. ’

Thus far the Special Account funds have made no measurable
developmental impact. However, there is potential for such an
impact withid gh> context of AID-financed projects to the extent
need and absorptive capacity permit. Prudence, not numerical

goals, should dictate the rate of disbursement.
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B. Recommendations

Recommendation No. 1: USAID should clarify its policies
toward rationalizing CIP imports with its other aSSLSLance
objectives, includxng criteria and response time.

- Recommendation No. 2: "Project-like" packaging of selected
transactions should be encouraged beforehand with adequate
resources provided to monitor progress.

Recommendation No. 3: USAID should consider wavs to increase
the flow of lnformatlon about CIP and the Production Credit
Program.

Recommendation No. 4: AID/SER/COM should examine the
feasibility of allowing importers to require money-backed
warranties for equipment and machinery.

Recommendation No. 5: USAID should take appropriate measures
to monitor the observance.of the steps listcd in the 1984 PAAD as
leading to increased efficiency of the CIP.

Recommendation No. 6: USAID should arrange through TDY's or
other appropriate means for AID personnel to verify training,
planning and other preparatory steps when imports of large
capital equipment are proposed.

Recommendation No. 7: An appropriate accounting system
should be designed for the Special Account. USAID invclvement in
the programming of those funds should cease after the joint
decision is made concerning which AID-financed projects are to
receive the funds and the amount.

Recommendation No. 8: USAID should, on a priority basis,
formulate a policy for determining when CIP transactions should
be treated on a "project-like" basis or when they should be
removed from CIP and made regular AID projects, taking into
consideration USAID's staffing requiremencs. The following
outlines are suggested for determining the pros and cons:
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(a) More Utilization of "Project-Like"
Treatwent, but in Advance

Pros

Cons

Intervene before scandals are

threatened.

Disbursement flows will be
slowed somewhat.

evaluated at two year intervals.

Recommendation No. 9:

2. Staff increases are minimal, 2. More U.S. control may seem-
mostly in C/MGT. ‘retrogressive to GOE.

3. Instead of losing control over 3. Danger that "project-like"
funds as in rhe case of trans- would soon become "project"
fer, AID would enhance control as tighter controls are
over current CIP situation where imposed, audits are required
controls have not always worked. and documentation increases.

4. Better liaison between C/MGT and &. C/MGT staff not trained as
tech offices with increased project officers.
complementarity between CIP and
USAID projects.

(b) Shift Certain Activities
to USAID Project Portfolio
Pros Cons

1. Puts project ecctivities where 1. Cuts down CIP.
they belong--under tech
offices which «r= best capa- 2. The sector affected will lose
ble of integrating them into advantages of CIP.
their ongoing activities.

: 3. Project process is long,

2. Helps ensure better ultimate cumbersome, and signifies
use of commodities through continued U.S. control.
closer supervision by :
experienced project officers. 4. Possibility of marked increase

in project staff with no
decrease in CIP staff because
only a relatively small
portion of funds would be’
affected. ‘

The Egypt CIP should be regularly
The following areas should be

included in future scopes of work, but many items could be
commenced in the necar future:
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a. Economic and developmental effect of dedicating 100% of
the CIP to the public sector.

' b. Analysis of the method by which the GOL determines‘thé
needs of its firms and agencies and the criteria by
which it allocates CIP fuuds,

c. An in-depth analysis of a significant number of CIP
recipients, both private and public, to determine the
developmental inpact of CIP.

d. The political ard economic ramifications of converting
part or all of CIP to a cash transfer.

e. The effectiveness and management use ¢f end-use audit
reports of CIP recipients.

Recommendation No. 10: When the recemmended changes and
improvements to the CIP/AA system have been made, the system
should be re-evaluated.

Recommendation Mo. 11: The end-use audit system should be
exianded slightly to cover a mora representative cross section of
all transactions. The audits should be performed in a consistent
manner using a standard audit report form.

Recommendation NMo. 12: USAID and MPIC should consider
establishing a joint commision to assume some responsibilities
for managing the CIP.
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'CUAPTER VII. ALTERNATIVES TO THE PRESENT CLP

" The scope of work includes the consideration of alternatives
. to the present CLP. The one most discussed by GOE and USG offi-
cials is a cash transfer of the amount now authorized for use for
CIP. Below are listed suggested variations and their pros and
cons. No specific recommendation is made. The subject 1is rife}
with political overtones and involves considerations which are
beyond the scope of this report. A separate study on this
subject could be undertaken by USAID and the TFmbassy at an
appropriace time. At an appropriate time, USAID and Embassy may

want to consider the following alternatives:

I. Total Cash Transfer

e Pros Cons
1. Reflects U.S. confidence in 1. U.S. Congressional opposition.
GOE.
. 2. No longer an AID matter--
2. No more invidious comparisons becomes a higher level
with Israel. concern.
3. Lower U.S. personnel levels. 3. Makes policy dialogue less :

effective.
4. 1f disbursed on periodic basis,
would retain some negotiating 4. U.S. suppliers could possibly
effect. lose market position where not .
yet well established.
5. Funds would be under GOE control .
much earlier than now. 5. Agaisxst what criteria would
funds be used?
6. GOE could plan earlier and make

budget and allocation decisions 6. Funds nay not be disbursed by
on more timely and effective GOE any faster than by USG, if
basis. as fast. '

7. Less AID/W involvement.

_— 9. Auditing could be limited to
R data on imports from U.S.
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' 11. Partial Cash Transfer
‘ (Approximately One-Third)

Pros Cornis
1. Same ag above, but U.S. would 1. GOE might feel it was being
retain control over the other "spoon-fed."

2/3 under CIP.

‘ 2. No change in staff levels.
2. U.S. suppliers would not feel : :
they were being shut off so
abruptly from Egyptian market.
Would have time to make more
contacts and establish marker.

3. U.S. goods might be more compe-
titive if out from under AID
auspices which now gives percep-
tion of monopoly tactics, if
not position.

4. Could increase Jmount trans-

ferred only if. U.S. imports
to Egypt stayed at” previous
Levels.

5. Cash portion could be used to
import small item transactions,
leaving bulk and high value
under CILP share.

6. "Project-like" activities could
be put under the cash transfer,
‘relieving AID of responsibili-
ties to supervise.

7. Policy Dialogue would still hAVG
the 2/3 portion as a base.

IIT. Cash_ ir*ngiﬁr by Qector

This would involve a joint d-cision as to which sector could
most efficiently use the funds, what the velative development
priority would be for that scctor, and an apreement on the
details of the "package'.

#794.19
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Prosa Cons
1. FPagt disbursement. 1. tleed careful coordination on
' the selection of the sector(s).

2., More direct impact on sectors
jointly apreed upon by both 2.
povernments.

How limit U.S. involvement once
the choice 1s made? Does USAID
then bow out of picture, or
does it become more involved in
trying to rationalize use of
transferred funds with the
projects in the sector?

3. Could be used on a selective
basis, using only part of the
C1P funds, USAID retaining
control over the other portion.

IV. Cash Transfer by Ministrvy or Orgarization

Similar to III above, but the recipient would be chosen more
on the basis of demonstrated ability to use funds efficiently and

wisely than on the sector involved.

Cons

Pros

1. 1f subsequent periformance not
up to standards, must "punish"
by reducing or taking away
funds in the future.

1. By choosing best performers,
obtain assurance of fast and
efficient use of funds.

2. U.S. voice in decision as to
which organization or ministry
is chosen.

2. Should past performance or
development goals be the test?

3. Could use only a portion of
CIP funds, with remainder in
CIP regular channels.

A variation of this approach.would be cash transfer for spe-
cific activities in a piven ministry or organization. This would
require a project-like apprbval process but when the cash is
disbursed USAID could step back--or can it? Would AID be respon-

sible for checking on implementation, auditing, evaluation?
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As noted, the final decision as to whether such o drastic
change In the CIP {8 warranted will be a political decision, but
there are econcmic and programming factors to be considerod,
particularly L1f the change 1s anything less than a complete

converglon to a cash transgfer.,
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Organization

APPENDIX_A

LIST _OF INTERVIENS COHDUCTED

ntorviowes

nistries

Ministry of Planning
and Internatfonal
Cooperation

Minlstry of Agvicultuve

Ministry of Irrigation

Ministry of Supply
and Home Trade

Ministry of Health

Agencies

Egyptian National
Railways

Electricity Authority
Supreme Council of
Universities

Cairo Bank

Mr. Almed Abdel Salam
Zaki

Mr. Hussedin Rafant
Mr. Nabil Gedamy
Mr. Mohammad F1
De soubey
Mr. Omar El TFarouk
Eng. Ahmed Helmy El
Swaf

Mr. Adly Nachid

Eng. Magdi Abd Al
Gawad

Dr. Helny El Badrawi

Eng. Mohamad Maher
Movsy

Dr. Hazmdy El Sharry
Mr. Mnstafa Wamal
Mohaoed

Mr. Samir Manwour

#Indicates additional intaerviewe
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Posfitlon

Administrator of the

Department of Economic

Cooperation with USA

Deputy Adminlstrator,

Division for American Aid

Manager, Division for
American Aid

Dnpuiy Minister for
Forelgn Affairs

Director Ceneral for
Planning and Follow-

up

Account

Under Secretary Forveign

Relations

General Manager for
Planning

Vice=Chairman for the
Directory Council

Daputy Chairman for
Opevations

xecutive Director

Deputy General Manager

of Credit Department
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LIST OF INTERVIENS CONDUGTED

(continued)

Intervicwoo

Agencles

B

Teontinued)

MISR Dank

Development ITndustrial
Bank

Private Sector

Amira Dyers Company
Artoc Suez

Balsam Engnecering
Carlin Middle East Co.
Crystal.Asfour

El Zahraa Company for
Dyeing, Printing and
Finlshing

Elektessadia

ESCIMO*

Lofti Mansour
Corporation*

MANTRAC*

Misr Foam Cowpany®*

Positdion

Mrs. Eglal Galal
Mr. Ahmed Ovman
Mr. Mahmoud V. El

Wassiefy

Mr. Farahat S. Abdel-
Sayed

Dr. Bishara

Mr. Shafil Gabr

Mr. Hassan Seif E1 Din
Mr. Hady Tarral

Mr. Hishawm Asfour

Mr. Talaat Shahata

Mr. Henry Zaidan
Mr. Mohameod Sef E1 Nasr
Mr. Mohamed . Hassan

Mr. Ahmed Yousef

Mr. Yousri Abdel Aziz

Mr. Mr. Ahmod Abas
El~Sakar

Mr. Mohamed Aou B1 Lil

*Indicates additional inteiviews
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Managier, Tmport
Department

Manages Documentary
Credits

Hansgar

Deputy Ceneral Manager

Chicf Executive Officer
anaging Director

General Manager
Presidant

General Manager

Commercial Manager

Chairman
Chairmen
Cc—~Chai rnan

Finaveial Director

Financial Director

Credit Director

General Manager
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LIST_OF TNTERVIFWS CONDUCTED

Interviewen

o~ e e

Ministring
Minigtry of Planniog

and Internatioual
Cooparation

- Ministry of Agriculture

Ministty of Trrigation

Ministry of Supply
and Home Trade

Ministry of Health

Agencies

Egyptian National
Railways

Electricity Auvthocity
Supreme Council of
Universities

Cairo Bank

Mr. Ahmed Abdel Salam
Zakd

Mr. Hussein Refoat

Mr. Nabil Gedawy

Mr. Moliammad E1
Dasouky

M. Omar L1 Faroul.
Ensr. Ahmed Helmy 31
Swaf

Mr. Adly Nachid

Eng. Mapdi Abd Al
Cawad

Pr. Helny B} Boadrawi

Eng. Mohewed Yaher
Morsy

Dr. Hamdy U1 Shaar
HMr. Musta iz Lamal
Mohamad

Mr. Samir Mousour

*Indicates additicnal intorviews
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. Position

Administyrator of the
Department of Econowlc
Cooperation with USA

Deputy Administrator,
Division for American Ald

Manager, Division for
American Aid

Deputy Minister for
Foreign Affairs

Director General for
Planning and Follow-
up

Account

Under Secretary Forelgn
Relations

General Manager for
Planning

Vice-Chairman for the
Directory Council

Deputy Chairman for
Operations

Executive Director

Neputy General Manager
of Credit Department
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APPENDIX A

LIST OF TINTERVIEWS CONDUCTED

(continuecd)

Intorviewee

Agencics
(continued)

MISR Bank

Development Industrial

Bank

Private Sector

Amira Dyers Company
Artoc Suez

Balsam Engnecring
Carlin Middle East Co.
Crystal Asfour

E1l Zahraa Company for
Dyeing, Printing and
Finlshing

Elektessadia

ESCIMO*

Lofti Mansour
Corporation®

MANTRAC*

Misr Foam Company*

Position

Mrs. Eglal GCalal
Mr. Ahmed Orman
Mr. Mahmoud F. E1

Wassiefy

Mw. Farahat S. Abdel~
Sayed

Dr. Bishara

Mr. Shafik Gabr

Yr. Hassan Seif E1 Din
Mre. Hady ™acrab

Mr. Hisham Asfour

Mr. Talaat Shabata

Mr. Henry Yaidan
Mr. Mohamad Sef EI

Mr. Mohwsmed M. Hassan

Mr. Ahmed Yousef

|

Mr. Yousri Abdel Auiz

Mr. Mr. Ahwed Abas
El-Sakar

Mr. Mohauveod Abu E1 Lil

*Indicates additional interviews
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Manager, Import
Department

Manager Documentary
Credits

Manager

Deputy General Manager

Chief Executive Officer
Manaping Director
General Manager
President

General Manager

Commaercial Manager

Chairman
Chairunnn '
Co=Chairman

Financial Director

Finaneial Director

Credit Director

Geuneral Manarerv

—nai

- m—d

——




Orgranization

APPENDTX A

LTST _OF INTERVIEWS CONDUCTED

(continucd)

_Intervieweo

Position

Private Sector

Modern Contraclors®
ORASCOM~-0nsi Sawiris
and Company*

Ramsls Navigation
Company*

Selkoplast*
S.E.T.C.0.*
Suez Cement Company

Taki-Vita Company*

Union Carbide Egypt
S.ALE.*

Public Secrtor

Alexandria Governmate®

Cairo Coverilorate

Eastern Tobacco Co.

Mr. Abdel~Hakim
Abdel~Naser

Mr. Onsi Sawiris

Mr. Lamak Matoushaleh

Mr. Mohamed Talet
Kabiel

Mr. lsmalcl Hanpel
Eng. Magdy Mownicr

Eng. Adel Saied

Mr. Ahwmed Shaler

Mr. Taki-Allah Haolmi
Mr. Edwvard W. Girdes
Mr. dassimiliono Badia

Mr. H.W. Browvn

Epg. Hussien 1. Ruashdy
bel

Mr. Jean Coudsi
Mr. Hassan Solw:ib

M.. Sabri Abd.v-Malak

Chairman
Chad rman

Chairman

Pilot

Pilot

Chairman

Chairman

Chailrman

Chalrman

Production Manager

Hanaging Director

Treasurer Director
s

Technical Director

Under Secrotary for
Technical Affairs

Diractor General,
Leaf Departuments

Director,
Leaf Secltor

*Indicates additicnal interviews
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LIST OF TNTERVIEWS CONDUCTED

(contluued)

Intervinuee

_Position

Public Sector
Teontinued)

Egyptian Sugav Refining

Egyptian Shovel
Company®

El Azhar University®
(El-Hussini Hospital)

El Nasr Coke and
Chemical Co.

General Authority for
Reconstruction and
Agricultural
Development®

General Authority for
Road Construction

General. Nllea Company
for Direct Transport

General Nile Company
for Goods Transport™®

General Nile Coupany

44-

for River Transport™

General Nile Company
for Water Transporh:

Eng. Mohamed Abdel-Al

Eng. Malmoud BEl-Batotd

Abdel-Ghanrd Hassan

Eng.

Dr. M Hafer Sherief
Dr. Thrahim Tuwfik

Mr. Allel El ladary

Mr. Hanafy Hohauned

Faray

Eng. Abdel #akseud
hinad

i

Mr. Gamiel Sammel

Me. Morad Ahined Hamdw

-

r. Mohmoud An'ecl Kader

Mr. Abdel Naci Metwall

Kno. Mokbil Hafez

Ghanem

*Indicates addrcional interviews

#794,9

Dircctor
Director, Englnecring
Sector for Studies and

Industrial Organization

Chai rman

Dean of Medical College
Head of Cardiology
Chairman

Coneral Dirvector for

Mochanical and Electrical
Prujacts

Head of Control Dept.

Director of the Financial
and Economic Sector

Director of Technicsl and
Equiprcent Sectorv

A,
Chairnsn o¥ the Transport
Sector

Ceneral Divector of
Warehouvos

Chairmen




APPENDTX A

LIST_OF INTHRVIEWS CONDUGTED
(continued)

Organization - Intervicwee . Position

Public Sector
(continued)

KAHA (Canning) Mr. Lotfl El Said General Manager
Mr. Hassan Abbas Chairman
Mr. Essam Rushdi Technical Engilnecer
Mr. Mostafa Goutasi Director of LExporting
KommOmso Valley Mr. Mohamed Saleh Chairman
Company for Land Moawad

Reclamation®
Mr. Fawzy Ahmed Ibrahim  Accountant

" Moharem Press® En;:. Omar HJndy Plant Director and Vice
-
President

Paper Manufacturing Mr. Mahamoud E1-~ALfi Financial Direcctor
Company (VERTA)

Racta Company* rr. Mohawed Bl-Ebiari Chairman

American Embassvy

Mr. Heury Precht Dept. Chief of Mission

1Py,
™
Mr. Theodore A. Rosen Counselor for Cowmercial

Affnive

Mr. Bruce Duncome Econoric Officer
USAID/Cairo

Mr. Michaol Stone Diveutor

Mf. Arthur Handly ‘Deputy Director

Mr. Norwan Swect Assoc. Dir./Prog.

Mr. Terroace McMahioa Assoc. Dir./Coutr.

Mr. William PBinng Finanee and Invegtment

Mr. David Corx Progrzm

*Tndicates additional intsrviows

#794,9

.Y



LIST

OF INTERVIEWS CONDUCTED

Orﬂnnizagjon

USATD/Catro
(continucd)

*Indicates additional

#794.9

(continucd)

Intervieweo

Ms.

Mr.

M1,

Mr.

Mr.

Mr.

Mr.

Marion Charobilm
Joceph Dajand
Nagul Ll Fayoumi
William G{11
James Harmoi

Homi Jamshed
Harold Lubell
fohamed A. Marzouk
WLlliam Oldham
Ingrid Peters
Arnold Peters
Arnold Radi
Robtert Richardson

Worman Roa't

Hiram Smith

Jamas Suwn

FEobert Van Horo

Adolph Wilburn

interviews

Position

APPENDIX A

cIp

cry

cIrp

CcIrp

cirp
Controller Office
Program

cre

Health
S}ogram
Program
Agriculture
CI?P

Education and
Training

cLp

Finunce and
Investaoent

Cip

Tducation and
Training

. ..
i
"

s
-




Orpgandzation
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APPENDIX A

LIST_OF INTERVIEWS CONDUCTED

T,

(contivved)

Intervinwee Position
Peter Hagen SER/COM/ALT
Joseph TLieberson PPC
W. Haven North PPC/E

Morris McDaniel
Dennils Morrissoey
Williaw Schmeisser
Monica Sinding

L.
Robert Thompson
Thomas Tifr

Barbara Turaer

W. Von Spiegelfeld

Fobert Zimmerman

*Indicates additional interviews

#794.9

SER/COM/NE
NE/E
SER/COM
NE/PDH/E
PPC/E

NE/E

S&T
SER/COM/HEA

NE/%



APPENDIX B .

SUMMARY OF JTNTERVIEWS

_____ DUSRUY . . R

Q\R

A major component of the data collection process was the

R U,

interviewing of a cross-section of individuals associated with
the CIP either as administrators ov participants in -the program.
The purpose of the inferviews was to document various
perspectives of the CIP participants and to gather data on the

program's currént policies and proccdures,

Over one hundred and five persons were interviewed,
representing GOL ministries, agencies, banks, public and private
sector recipients ol the CIP, and American Fabassy and USALID e
personnel. Eighteen private sector usars, twenlv-two public ;
sector users, and three banks were intevviewed by the project
team membeavs., The CTIP participant’orﬁnniﬁations were selacted

based upon the following factors: *

o recommendations from USAID znd
other partics familiar with the CIP

R

¢ sector _ i
® commodity

|
e  potential impact upon development =

objectives

© size of procuremcnt ‘
° on-going use of the CIP v
. ' »

[ one~-time use of the CIP i
. s

i i

!

|



Project team members used a structurced interview format which
facilitated the edficlient collection ind recording of responses
pertinent to issuvcs and questions vaived about the CIP, Each
interview was noymally conducted by (wo project team newbers,

with at least one havinpg fluent Arabic.

Organizations intervicwed received a letter From the Ministry
of Planning and Investment Coopervation (MPIC) descrihing the
purpose of the evaluatiown and requesting their partf@ipation in
the evaluation. Betwaeaen twenty to thirty percent of those who
received letters did not respond to MPLIC's request and could not
be contacted for follow-up. However, for the wost part, once
appointmer:its were made, intevrviews followed. The forms were
tested and revised as the interviews progressed and questions
changed with experience. Spoecific questions were added for the
last twenty-five interviews to determine with more precision the

'

impact of the CIP cn Egypt's develapnent poals as staced in rthe

Five Year Plan.

In several instances, interviaow time was incerrupted or
insufficient to ask all the questioﬁs on the interview form.
Counsequently, information chtained duving those interviews was
more useful in underscanding specific applications of the CIP to
individual organizacions than in cobtaining gurmizifiable

sector-vwide or industry-wide data.

Generally, the intevvicw teams vozeoilved Tvank responses to
questions posed evon thouph the ancwars were net alwavs keyed to
the specific questionsg asled. Questicos cormcovning

recommendations for improvements to the CIP procedurcs, both with

7
<
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o

o

[S——

P

(A

P

[ SRRV



]

regpect to USALD and GOK rvepular tewrms and practices, elicited
the besi responscs. Private and publle ovganizations were
reluctant to discuss their financial information. This inhibited
the analysis of the impocc by industry or sector. In the private
sector, it was appavent from the vesponses that the effect of the
CIP was marginal., This appcars to be due to limitations on the
maximum amount of a transaction. However, the funds wereh
nonetheless welcomed. Private sectow officials werwe morqﬁstraight
forward than their public sector counterparts when discussing

faults in the cystem. :

The following provides a sumnary of the more sipgnificant
responses. Information of a more subjective nature concerning
percepticns and evperiences with the CIP has been combined with
objective and quantifiable data in analyzing the overall impact
of the CIP,

SUMMARY OF STRUCTURED [MTERVIEWS

I.  QUESTIONS RELATED T0 CHE GT# (MPACT 0N ECONOMIC GROWTH

' \
SAPTEURATER Eh\uSUD S e s

1. Jan CIP be linked tc expanded praduction ov sevvices in

recipient firms?

Public Sector

joo]

Yes ?

No

|
'
:

>
NI

h
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Erowploes of Comments:

The Cues Coaned Aarbority notod o Tarpe Increase in
control and safety ol camal teallfe due Lo
implementacion of the Vezuol Tracking and Monitoring
Syatem (VIMS) financed throuph the CTP.

. N1 . , ' . . e

The EL Shavkin Tobacco Company said thi the £1P

financed procuvement of Ameriscan tobacco which allowed

them to introduce a Line of highor quality cigarettes,
"

The Cairo Govoerunoraro veporvted that refuse collection

for Cairo was ilmproved and i« currvencly being expanded

chrough CI? funds. This additional capacity has enabled

collection of greater quanticics throuph use of

hydraulic compactors procured throurh the CIP. The
; i

collection «lso covers a brosder geovyaphic area,

particularly in lowver income quartors,

The Alexan.dria Governorate alse vepertced thas not only
trash collection but rescue and crasfic facilities were
inmproved and expandod chrov.h wsae 50 OLP funds,

The Egyptian Supar Neiineyy Corpany said that the
quality of their puvedeet had beon fanioved throunh rhe

use of ClP-imported machiner. .
13 .

\ l‘\

4
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Private Sector

B

Yes 10
NG 8
18 I
L] : |
Ten of the eiphteen private sector companies infcrviewed
reported expanded ov improved production. No changes in
product mix wevre rveported. Nowever, there were some

improvements in consumer mix reported.

Can CLP be linked to expanded or improved facilities in

public and private sector firms?

PFiViEQ Sectror Public Sector

s e

Infrastructure/
Facilitics lmproved 8 ' 1

Vot Improwved 10

3
10 8
T8 21

Public scotor impvovements noted were newly-established
training courses and a maintenance department at the
Calro Govocunrate. Other improvements included expanded
transport and shiphbuilding activities as well as the
new VIMS scoaotion at the Suez Canal Authority.
Replacenment of traunsportation facilities and marine
enzines woas 2lso cited as an improvement resulting from

CIP funds.




4.

Com CIP be linked to improvewent/expansion of activities

in general or In a given Industry?

Puhljp Sector  Private Sector

s At s feimes et bt et il

No Impact: 0 ) 6

Some Impact 22 12

22 T8
In general, private scector respondents indicated that
there was some impact on their respective industries.
Tobacco and textiles are enamples of positive impact in
terms of inprovement and euzpansion of production in the
public sector. . |
For tobacco preoduction, the lmpact was seen in the
importation of higher quality tobacco at favorable
terms. For textiles, the new wachinery enabled the
industry to develop new product lines unsing synthetic
fibers in place of cotton.
Can CIP be linked to increases in cmployment in

recipient firms?

Private Sceter Public Sector
Yes 8 7
Yo 10 15

18 22

The CIP funding of VIS and increased shipbuilding
caracity has resulted in incr-ased employment at the

Suez Canal.

L :
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6.

)
Another orpgaai zation involved {in sugar refining
identified a deerease in employment due to introduction

of capltal Iintenzive procosses.

The CIP funds used for vefuse collection equipment have
changed the skill mix of cmployment for Cairo
Governocate. More hipghly trained/skilled personnel are

required and less unskilled labor is needed.

Can CIP be linked to improved employment counditions,

such as safety or environment?

Private Public
Yes 7 2
No 6 10

———— —o————

13 12

U.S. machines asre thousht to be safer than other

Buropcan made machines. Mew hydraulic trucks used for

refuse collection rveportedly imnrove environmental and
I i

health cenditions for vefuse collecrinn enployees,

Pretreated chenmicals ard dyes imported under the CIP are
believed to provide bertzw healtlt and safety conditions

for laborers.

Can CIP be linked to public sector industry or sector

wide impacts?



Based upon overall comments regarding the CLP,

reclpicnts in public cnd private gsectors see the CIP

b
42]

a means to modernize cevtalin Industries without
cempeting for scarce financlal resources that may be

budgeted for other purposes.

Public Szcior

Some Impact 21
No Impact 1

————

22

The impact was noted by public sector organizations in
terms of new ocquipmeni, improved efficiency, and
generation of hard curvency for the country. A specific
example is the Egyptian Vational Railways; Officials
indicated that the CIP made possible rehabilitation and
replacement of cars, increasn in the fleot number and
increase in pulling power. AlL of these factors assist

them in mecting the neced for services.

The Egyptian Sugar Relinery Conpany cited similav
impacts in rehabilirscion, incrcase of efficiency and
improvement of capit~l/labor r:tio.

How well has CIP wmaet Egvpt's Ioreiazn e.change

requirements?

[y

Butinio g
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In discusalons with several publie and private sector
reciplente it was supgested cthat, while the CIP program
was helpfol for Egypt's foreipn exchange requirements,
there was o genercl prefevence for a cash transfer
program in lieu of the current system. Several
recipients also noted that the ability to purchase goods
at an exchange rate of U.S, 81 = L.E. .84 was positive
in terms of cutting down the cxpensc of the goods and

facilitating the purchase of new machinery.
How have CIP terwms oand conditions changed over time?

Private Sector

In the private sector it was widely held amonyg those
interviewed that the intereclh rate terms had increased

over time to the current hiygh level.

Public Sector

The public ~ectoc felt thot the CIP terms were favorablea
and encouraged participation in the program. Those
intervicwed appearsd resigned ro the fact that the terms
and allocations are detercined by COU and were aware of
the diffevent terms used [ur private scector
organizations as corpured to public agencies. Also noted
was the gencrally higher cost associtted with the U.S.

Cargo Preference Law (50/50 chippinzg).



10.

Another Iscue mentionaed in geveral interviews was the
higher price of 1.8, comwodities over those that could
be purchased in the open market.

Determine CLP costs versus benefits to reciplent firms.

6 19

Private Sector Public Sector
Benefits 1
Excead Costs
Benefits 2 3
Equal Costs

Costs Exceed 0 0
Benefits 18 27

Public Sector

Many commented that the CIP zoods previde higher quality
final products and credit available st better rates.
Some noted that funds from Japancse, German and Italian

loans are availablce at bettor ratbos,

Private Secctor

iv was generally concluded that havrd currency through
the CIP was more ecasily available co facilirate imports
of desired goods.

ls the public sector delivery svaten officicnt and

effective?

)

-



For the.most part, public sectov reciplents interviewed

sean to acceplt: the CIP system at face value as it is not

substantially differcnt from otherw programs with

specific administrative vepgulatlong that are equally or
- more cumbersomne.,

Howewver, there appeared to be seversl areas which were

consistently mentioned as needing {oprovement:

-
: - allocation of funds on a mecre lanrsd and scheduled
4 basis
- reduction of the down paymenv :equicionnt
.. elimination of the U.S, flag rei . e -at
11, Has CIP use enlarged importers' lLives ~i 2redit?
_ I
Private Sector Public Sector
Yes 1 [
No 17 19
Mot Applicable 0 2
18 22
In general, neither public nov privatoe sector recipients
1 think of the CIP program as exiendine ov adding to their

normal lines of credit with banks.

- I1. QUESTIOMS RELATED TO DEVELNPMENTAL TMUACT OF THE CIP

Twenty-five interviews of users in the public and private

sectors were conducted specifically to cssess the impact of the

A
\kkk



CIP in Egypt's developuwent goals in the Five Year Plan. The

resulty

] .

of these interviows

are

summarized boelow:

Has output gencrated as a result

loput for other industries?

Yes
No

Based upen
use of the
of cortain
interviews

corrugated

./‘o
Privace

10
2

12

respons

T Q

» G5,

CIP appears

resources.,

the output

Lo creato

of CIP been used as

Public
11
2

-

13

penerated through the

linkapes to develop use

Erawples given in private sector

include multi-conductor and coaxial cables,

containars,

wiotavr pumps, foam, and paper

products. Thesce are used as inputs in several economic

activities related to development such as housing,

construction,

Land

rec

lemation,

transportation sevrvices,

Has outpuat

generat

od as 1 result

exported or used to su

Not
Applicable

Private

7

10

o

o

(

product packaging, and

of the CIP been

expovit promotion activities?

e

PNV
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Did output gencrated ay a result of the CIP induce uge
of locally procured inputg?

Private "~ Publice

- NP e e ¢ comat oo

Yos 1
No 11

12

e I SV

|

—
w

Theve was some evidence of increased use of locally
procured inputs or ingredients. In the production of
multi~-conductor and coaxial cables, the use of local
copper and plastic inereased move than three-fold and
the use of local starch and printing waterials had
inereased through the production of corrugated
containers.

Has the CIP been used to promote import substitution

activities?

Private Public

Yes 10 3
No 1 5

Not Applicable 1 p)

12 . 13

Most of the private scctor ficws interviewed indicated
that the output gencrated as 2 result of the CILP was
previously inmported. For example, the country was
previously ilmporting about L., 15 million a year worth
of dry batrteries froam Furope. P?@sently, the equivalent
quantity is being produced by Union Cacbide Egypt.
Products manufacturaed by Taki and Misy Foam were
previously imported [rowm Lebunon. Thecse products are

Ty

presently produced in Epypt. Services now provided by

oz

]
]
]

w i

X
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Ramsio Navigation Compony In the apgricultwre and
freigation sectors were previously provided by companies
frow Easteric Buropesn countriecs such as Poland and
Bulparia, However, Ramsisz still faces strong competition
from those companles, who consistently underbid their

services.

Does the output gencrated as a result of the CIP (or the
CIP in general) meot GOE developmental priorvities?

Privace Public
Yes 12 13
Mo 0 0

12 13

All participants indicatced that the use of the CIP

in their scctors or organizations have met GOE
developmental priorities. A koy priority noted by
several was food security, Eight firos veported that the
CIP nelps them divectliy in achieving this goal. Another
twelve companies repovted that the output or services
resulting from the nse of the CIP wmeots this priovity
indirvectly., This occure throu@h Land reclamacion
(horizontal expansion of amuviculture areas) and more
efficient regional digtriboecion of basic food and other

commodity inputs,

Six cowpanies have veported thav the cutput resulting
from the use of the CIP facilitates cuport promotion
either directly or ilandirectiy, a CGOP srioricy. Six

conpanies also repovraed that the scrvices generated as a

NG
D



result of CLP wmect GOE developmental prioxity In tha
areas of housing and road construction. Flve
orpganizations reported that the CON prlority of
developing local povernment and public services was met
thicupgh use of the CLP, Fxamples were improved equipuent
for refuse collection, traffic control, and rescue and
flre-fighting. This equipment is made available through
the CIP allocation to the Governoratas directly, or
indirectly throuyh the Ministry of Local Governments.
Four cases were reported wherve achiaevement of the
developmental priority for health, education, and human
development was evidenced, Thig included eduipment
provided through the CTP to the Ministry of Health,
University of Al-Azhar Hospital, and the Higher Council

of Universities.

Does CIP help in achieving the varticipants’

business/financial plan?

Private Fublic

Yos 5 J 10
No 7 _3

12 13

Private sector [irws indicated that the uncertainty of
the CIP allocations, procurcwents, and delivery of goods

thein fren incorpoerating the CLP in their

prevent most of
plans for ezpansion or rvountine production and that they
consider CIP ag¢ a rvesoures for inventory bullding.
Conversaly, the wzjority of the public sector companties
reportced that the CLP was gpecifically incorpovated in
their plens for achieving vearly soals. This seems to
reflect a stabilizing efifcet of the CLP on the public

sector.
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1L, QUESTION:

1. Has policy veparding

chanpgoed ag a reasult of

a. Term Londing

b. Structure of
Bank Lending
c. Amount in Terms
of Loans
d. GCollaterval
Requirements -
) e. Other
Conditions
2. How can the CIP
2 Selacted sunrmary
: a. Ministries:

- prefer siraight

more Support oo

- more Iroodom in

- more funds at

Interest

co

] et

17 -

L RELATED 50 105Gy, TSGR

cip?

be improved?

COWMeNtiie

naall

cheapuest avail: bhle pood:

cralnts

Gooprojedt

rate and Jending

troing

Yy

int oo

Corms

Banks
Yes

Mo

Yes
No

wilo © WL &
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d.

Governuent, Aveneioen:

)
- moce advance notifleation of avallability of

fundy to focilitate better planning for and use

ol fundg

= UsAID/CIP cuployees should wmake more personal
contact with Fayptian usersy

- CIV program should receive greater publicicy

Banks and Financial Institutions:

- preater publicicty for CIP program

- lower interest rates (spucifically for private

sector)

- eliminate U.S. flag requirement

- eliminate/raise $500,000 per transaction limit

- allow importation of U.S, goods made outside U.S.

increase funds available to private sector

Private Seclor

]

vt

eliminate/raiue §

- reduce interest vates and lengthen repayment
period

- open bidding mo internctional market to enable

purchase of chrapes: commodity

- preacer putlicicy of CLY proryam

- incvease participation fov poivie sector's banks

- short list of suppliors

- more flexibility avnd ooy te &70 Jairo to speed

procadures

00,000 per transaction limit

“
bl |
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-
[ .1

- 19 -

Publice Sector

.

allocation of CIP funds should be based upon need

allminate Fixed percentapge of CIP for tobacco
Industry

CIP tvansact ons should be processed through one
bank only

unused funds should be realleccated at the end of
each year

requirements for open bidding process in the U.S.
should be eliminated

forty-five day inspection period prior to U.S.
shipping should be extended

since a performance bond 1s not a guarantee of
quality goods, a money performance bond for a
piven period would be useful

limit the number of suppliers to which bids are
open -- provide "short list" for importers

the terms of lending from MPIC and GO¥l should be
changed to be more favorable for basic public
industries

consider allocatiom of CIP funds on a project
basis' rather than a commodity basis

greater advance nocice on funds allocation would
promote boetter planning for and use of CIP funds

less interference from AID/Washingtoun in
determining needs :

improve information system regarding CIP system
and procedures

allocation of funds should be made well in
advance so it can be used for planning purposes

increased quantity of corn importation would help
keep chicken prices down



. . 9 o '
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-

- less restrictions on clvil work requirement prior

reduce 25% downpayment requiremen*--it causes 'a
liquidity problem

to importation,

f. US..0/Embasasy

-

3 . How do

It was
effort

reduce Interest rates

CiP should be made more avail-“le to non-urban
areas

USAID should concentrate more funds and interest
in the private sector

CIP should be used for more large bulk commodity
shipments since these procurements appear tec be
most efficient '

capital goods should not be shipped until
facilities are ready to receive them

no more printing facilities should be financed
private sector firms lear: about CIP funding?
could not recall
recipient was approached by USAILD

thrcugh organization for private sector
businessmen

through professional acquaintences

through bank announcement

consistently noted that there should be more

to make eligible users aware of the program.
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4. How does the CIP compare to other funding mechanisms in

terms of cost,

C1pP
documentation
requirements
are:

CIP efficliency
is:

CIP timeliness
is:

Corments:

CIP costs of
operation
are:

Comments:

Banks,

st

2 same
1 easier
3
3 better
3
2 better

1 worse

(9% )

2 same

2 lower

1

timeliness, etc.?

Private Sector

Public Sector

3 better

11 worse
~3 same
18

. GOFI has caused
a bottleneck

5 more expensive

1 same

12 less expensive
18

. CIP costs are
more expensive
for freight and
less expensive
commodities

3 better
3 same

13 worse

_3 no comment

22

CIP has less
paperwork
than other

CIP boilers
took 3-4
years for
delivery

13 less

expensive
3 same
3 more
expensive

3 no comment

22

.CIP interest

and exchange
rates are the
best
available



CIP in
comparison with
similar programs

in other countries
is:

Comments:

CIP costs have
increased grea
In recent year

better than
others

not as good as
other programs

not familiar
with other
programs

better than
others long
term, not as
good as others
short term

not as good as

other programs
recent years

tly
8

9 better than
others

3 not as good
as others

2 same as
others

8 no comment

in
22

CIP restriction
to U.S. goods is a
limiting factor

Japanese and

West German
program terms are
more favorable

CIP is simpler
than others since
CIP is allocated
by MPIC and is
available for
direct use. Other
countries approval
and allocation
process 1s more
complicated (e.g.
Germany)

\S
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5.

Has CIP contrihuted to socio-economic changes in Egypt?
Some examples of changes that were noted:

GOF _Agenciese

- current improvements Lo education facllities will have
socio~economic impact in the future

- overall increase in standard of living

USAID
- 1increased production of electricity

- computerization of social insurance system made more
funds available more efficiently

- road construction

- medical equipment
- agricultural/farm implements

Have there been "“spread effects" of CIP to related
industries and consumers?

Based upon the interviews, most respondents were unaware
of any spread effects or made no comment. However, cwo
respondents noted that significant changes in their

industries resulted from equipment imported under the

CIP. The general impact of these changes was a reduction

in the cost of production and improved quality of
production which reduce costs to the consumer. For
example, in the textile industry, there has been a
movement from cotton to polyester and knits. This is a
significant change in the industry and in the
availability of goods for the Egyptian consumer. Also
noted was the fact that new, more sophisticated
equipment improved the hecalth and safety of the laborer.

————— e
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Appendix ¢
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Table D-1

Orona Dansotia Procict (ODF) Per Sector 1n

-

. emeara

Year

1974 1975 1976 19717 1978 1979 1980/8) 1961/82
Sector
Agr fculturn 1006.60  20%2.10  2407.00  2040.60 J72.080 3726.00 500 .20 5625.60
Induatry 3?."11.3() 3789.80  4347.90  U0h4.70 5783.90 8639.50 11380.10 12728.00
Electricity 60.70 86.00 94,80 109.70 132.00 136.70 203.70 20l 40
Construction 308.30 577.00 662.00 843.10 1218.00 1694.00 1885.00 2160.00
Total Goods Sector 5426.90  6504.90  7S11.90  B738.10 10609.50 14196.20 18560.00 20758.00
Trammoetation 291,90 309,30 554,80 673.20 904.50 1241.00 1955.10 2316.10
Finance % frade 1181.60 145%5.90 1820.80 2195.40 2811.10 3677.20 u872.70 6195.10
Total Distribution

Sector 1076.50 1A55.20  2375.40 2868.60 3715.60 hq8.20 6827.80 8512.00
Public Utllities 26.20 28.30 31.10 35.00 40.00 47.00 60.50 66.00
Other Services 1413.90  1672.30 1885.90 2155.80 2369.80 1671.80 3802.40 us574.30
Hous iy, 209.50 216.00 230.00 202.00 271.00 297.00 330.70 400.00
Total Service Sactors  1664.60  1216.60  2147.00 2392.80 2680.80 2015.80 4193.60 5040.30
TOTAL 8559.00 10276.60 12034.50 1L049.50  17000.20 22130.20 29581.40 343i0.80

Saurce: iinistry of Plannirg "Mintster Office’

. Calro, Eypt,

1574 - 1381/82



Hattonal Resourcen tn Mtllion Foyptian Ponds

Tabla D-2

————ho 1 2

191h = 1982

-

[o— [o—; F— Knanen

Year
974/75 191516 1976/1T 1971718 1978/79 197980 1980/81 1981 /A2
Saurce
GNP (Factor Coat) 5061.00  6164.00  7399.90  9013.20 12068.00  11882.00 15808.00  19639.00
Rate of Charge 20.50 21.80 20.00 21,86 17.90 -1.50 33.00 0.0’
Indirect Taxes 807.00 968.00  1196.60  1327.90  1772.40 2263.00  2565.50 3088.00
Proportion of the Total 0. 10 0.13 0.13 0.10 0.12 0.15 0.1t 0.1
Net Tranalers 223.50  -128.00  -U22.60  1020.70 949,10 620.00  836.00 A.00
Proportlon of the Total - - - 0.08 0.06 0.00 n.0l 0.n
TOTAL 58U5.00  7260.00  9019.10 13062.00 14789.00  14765.00 19210.00  23%2R.Ac
National Deflcit 146,00 1567.20 9.30  1232.00  2541.00 1452.00 805.00 20,10
Source: Ministry of Planning "Minlster Office". Caira, Feypt, 1974 - 1981/82.
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Table D-3

Allocatlon of Grean Privata Trvastmant to Foonemio Seators

dn Current: Ki1)1on Feyptian Peonas 1970 - 198171910

Yone 1974 1975 1976 1977 1978 1979 1980701 1981 /82
Sector
Ay toulture 2.50 6.00 6.10 17.40 31.90 n0.00 124,50 177.70
Inhuntry 3.50 25.00 52,40 92 .40 123.50 188.20 156.60 180.00
Electriclty - - - - - - 11.70 1.50
Conatruct Lon 0.30 0.50 7.50 9.90 22.30 57.30 20,00 26.00
Transportation
& Starnge 4,00 20.80 0.70 8.20 19.30 40,00 142,00 178.00
Pinance & Trade 3.00 u.o0 2.00 .2.00 2.00 5.00 - 6.0n
Hauging 15.60 h5.60 38.90 45.00 70.00 110.00 515.00 573.00
Public Utilitles - - - - - - - 600.00
Services 1.50 1.70 31.% 36,00 64,50 80.00 4.81 5. 49
TOTAL 30.40 107.60 145.50 213.% 333.50 521.00 9°8.08 1147.50
{a) Gwice: Ministry of Plarning "Minlster Offlee”. Cafrn, Frypt, 1974 - 1961/82



Tablao D-4

ke st

In Cuerent 301 Ven Feyptian Pounds JoTh - 1981 /00

Y :

e 19T 197 1176 1977 1978 1979 1980/81 Yl /82
Sector

Avsieultinca 20,70 9. 30 9. iy 129.00 159,40 218.00 97.00 78.60
Irvigation & Dratnae 25,00 31.00 - - - 191.50 168,20
Iivlustry & Storwer 227.50 357,30 300,030 ueR. 6O LS50 B22.00 866,70 157,40
01l - - 28,00 u8.10 62,00 17.00 210,60 119,40
Cinctiriclty 30.00 u9.30 59, k0 109.00 102,70 231,00 305.10 202.130
Cons tiuct lon 10.30 22,30 12.80 38.50 110.00 103.30 133.10 137.680
Transiortation 186.00 348,90 366.200 4es.10 672.50 863.%0 1088.50 %N 0
Trade & Finanze u.70 8.20 23,9 21.80 .80 £5.00 127,30 90.20
Hous iy 395.90 12370 B8.10 80.50 RG. 1o 101.00 30.9% 135.00
Pubilte Utilities 28.70 39.20 i5.00 66.20 95,60 165.00 349.80 2172.80

Serslces 2u.no T0.10 . 6U. 30 9g.00 147,40 212.00 - -

Undtstribnted - - - . - - - -
TOTAL 617.2 109,30 116700 1502.40 221230 2R65.50 3950. % 1350.20

'

Saurce:  Mintstrey of Manntng "Untcter OfClee. “aten, Eeypt, 1970 ~ 198152
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Table D-5

s -

Allocation of Priyate Dector Tivestment

J97h-1982
‘ear
1974 1975 19706 1971 1978 1979 1980 1971 1982
Sector
higrleultwre (%) 8.2 5.1 b5 5.6 6.2 11.60 14,0 14.30 4.2
Irdustry (%) 11.5 31.70 3h.0 2.9 41.80 26.60 26.9 26.5 25.6
Electricity (%) - - - - - 0.7 0.2 0.2 0.2
Transportation (%) 13.3 h.9 1.3 1.5 8.8 12.4 7.9 7.5 7.4
Housirg (%) 59.2 54.0 h9.7 k7.2 29.8 36.5 -~ 39.7 40.9 41.2
Public Utilities (%) - - - - - 1.3 0.1 0.2 0.1
Finance and Trade (1) 1.6 1.v 0.7 1.1 6.9 0.8 0.5 - 0.9
Services (%) 3.9 1.7 0.5 3.1 h,7 3.7 5.2 5.1 5.10

Soaree:  Ministry of Plannimy "Minister Srfice”. Calro. Feypt, 1974 - 1681/82
. B »
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Table D-6

Invesiment Ailocation Accordirg to the Saures 1

— T e

Qurreat M1l lon Ezyptian Pounds 1974 - 1%

Taor
1973 1575 1976 77 372 1973 g 193 1332
Saurce 7 1977 B Fie 1973 1922 iS22 P e
Tctal Lrestments 527.C 1171.¢0 780.00 1545.00 2t83.C0 2821.00 2iT1.50 5 ta N s ] BTty
fate of Chargs 23.10 122.82 =33.%0 87.80 61 .80 12.%0 K] 2~ I oza
tocal 24509 7¢1.00 457.3 158.60 1155.¢0 1544.00 25495.00 1533.0¢C

N Hard Currenc: 83.70
ol the Togal .12

2.23

204,09

136.00 u6c. 05 535,00 335.05 500 3.31 Tiam
.24 0.39 .17 C.1E g.12 9.21 2.13

[SRTI

30 Iriestment Plans. Catiro, Ecvpt, 1360 - 1235797,



Table D-7

Aol Choneen dn bhie Tnvegtment

In A1 Sectorn 1971-1982

Year Anrpal, Charp:
1975 23.10
1975 122.40
1976 -33.40
1977 | 97.80
1978 ) 01.80
1979 12.90
1980 47.90
1981 -3.00
1982 6.00

Source: Ministry of Plannirng "Records of Inwvestment Plans'.

Cairo, Egypt, 1960 - 1980/1987.
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Table D-8

Pyyptinn Prporto and Tmports $n

Current Millton Fuyptian Pounds 1974 - 1982

e ey

Exporla Inports
Aglc. Mg oo, Aert.
Year Gootn Frodicts oy "Total Sactorn Total
1974 153.80 29.70 10170 285.30 27.00 516.60
1975 138.40 33.60 124.60 296.70 34.70 64, 40
1976 256.60 113,40 225,50 295.50 36.10  1489.90
1977 283.30 121.00 2614.20 668.50 39.30 1884.30
1978 219.90 171.40 208.50 679.80 56.80 2854.10
1979 375.10 430.00 h82.70 1287.80 . 57.50 2956.50
1980/91 427.90 1793.20 1.70 3013.80 90.00 u920.90
1981 /82 454,90 1822.60 875.40 3152.90 141,40 7274.20
Saurce: Ministry of Plarming "Minister Office". Calro, Egypt, 1974 - 1981/82.
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Tablo D-9

e ot st em -

Wholesnle Price, Cont of Tdvirg,
] el LoQn QL LR

anl Jnport Trdtees (1970 = 100), 1970/1987

, Whole Cost of Imports
Year Sale ' Living
1974 100.00 100.00 100.00
1975 109.30 101.10 124.70
1976 120.60 111.50 288.40
1977 133.00 125.10 364.80
1978 147.40 152.20 552.50
1979 168.50 151.70 572.30
1980 193.60 178.30 952.60
1981 200. 40 199.20 1259.90
1982 207.00 228.30 1408.10

Source: Ministry of Plannlng "Central Finance Department”. Cairo,
Egypt, 1974 - 1962.



Table D-10

L TN

Nanlivl and Real Exebarpre Rate, Suer Conal Dues,

Tourdcn, Vorleera! ol thaoee in

o—o—a-.

Current M1 1ion Feyption Poands 19741982

Sues; Workers!
Year Excharge Rate Canal Tour Lam Rani ttance
hies

Nonminal Real

1974 2.55  2.55 - 74.60 -
1975 2.55 2.33 33.20 109.30 -
1976 2.55  2.11 121.70 185.10 -
1977 2.55  1.92 167.40 255.40 358.20
1978 2.55  1.73 284,60 229.20 644,50
1979 1.43  0.85 . 416.30 ©2.50 610.50
1980 1,43 0.74 516.30 113.50 854. 10
1981 1.43  0.71 636.30 321.80 532.70

lst
1982 Quarter 160.70 59.90 165.10

—
.
=
(@S]
i

Source: National Bank of Eoypt "Ecoranic Bulletin®. Cairo, Egypt.

Vols. KOAIL - Mo. 1, YRAV ZTHGT 2, RIE9T - No. 1, 1980-1963.
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Table D-11

falnnee of Faymenta ~ Capital Accrunt

(It dora of, Gurrent Dollaps)  1978-1903/84

bares s e

o e AL A s

Year
1978 1979 1980/01 1981782 1902/63 1983/84
Tty
Curront Account Deficolt ~028.00  -1519.00  <1271.00  -2116.00  ~17133.00 -2150.00  §625,60
Total Finanelre, Bequleed 2300.00 243500 2731.00 36365.00 3200.00 31850.00
Direct Itwveatment 315.00 600,00 386,00 625.00 650.00 700,00
International Assistonce 1100.00 1158.00 1626.00 13089.00 1747.00 1800, 00
U.5. htal 500.00 658.00 10345.00 839.00 1137.00 1100.00
cip 300.00 265,00 3187.00 202,00 302.00 289,00
Pl, 430 200,00 205.00 294.00 292,00 270.00 220,00
Projocts 50.00 150.00 150.00 305.00 505,00 600.00
Other Nilateral - - 391.00 300.00 310.00 400.00
Multi-lateral - - 200.00 250.00 300.00 300.00
Supplire Credita 385.00 477.00 1174.00 1050.00 1120.00 1100.00
Error - - -597.00 36.00 -572.00 250.0n
Saurce:  ALD-FAAD: FY 19R2 Commdity Import Progran, Amcivimnt No. 1, for the years 1978 and 1979,

ALD-PAAD: TY 1980 Canmdity Tmynors Progean, for the rest,
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Figure D-1

CURRENT ACCOUNT RBOP, CIP?, SUEZ CANAL

REV., TOURISM REV. & WORKERS REMITTANCE
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Figure D=2

DIRECT INVESIMENT (BOP), TOURISM, WORK
ER REMITTANCLES AND SUEZ CANAL REVENUE
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Figure D=1

CURRENT ACCOUNT BOP, CIP, SUEZ CANAL

REV., TOURISM REV. & WORKERS REMITTANCE
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Figure D-2

DIRECT INVESTMENT (BOR), TOURISM, WORK

ER REMITTANCES AND SUEZ CANAJ, REVENUE
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Figure D-3
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Flgure D-6 $

CIP IMPORT AND EGYPT'S TOTAL IMPORT
COMPARTISON 'q

-

’ .,L iy v PN
1.3 -1 . ’?'_
1.2 4 k ,
11 \\n '?

~. !

i

%Y
]

WALGIT

X i L)

ALy

g
FR-D

R raele

$
A
.

o o usy
L Thes

0.4 -

n.a
0.5

.4

0.3 -

0.2 - ' j

0.1~ .
g _ B f— -t | o
G 1 Y _ ;
1978 1oa7s 1200, 81 1B 2 B

} = CIF . 2= EGYFT'S ToTel MIFORT

Gl

Source: Table D-8, D-9, and D-11

e

17 !



e

BASTC HUMAN

‘1

AGRICULTURE
INDUSTRY

4

a2 - PRIVATE SECTOR
)~ BASIC HUMAN NEED

d -~ INFRASTRUCTURE

C-
¢ -

"y

INFRASTRUCTURE & INDUSTRY

D-17

)
’

(

.

ATION TO PRIVATLY

Figun

-
v

ULTURE,

1
[EY .

2

r

RIC

vy
3

CIP ALLOC

D, A

4

ot

t

]

-
n

-

N1

(ARN}
JU0 ~

a

gon

TEHBADN HOUTHIN

OOVE QROE

s

e’

1

3

RUING T

Q1
A

W

A
S
SIS
‘
oe
18

I

FY 1

9

SNES
N \}‘
r"

LRE

N,

)

L
D

wsel fo

\

STACKS

AID - PAAD Propx

Sourrce:



.

ICHAAL)

ﬁ {:h‘v

us

-

—
~

P ORNLLE

Flgure D-8

CORN:

CIP, IMPORT FROM U.S5. & EGYPT'S IMPORT

e
J ,‘| ). o st e PR aess s o et d B b a8+ 004 -
N et o ot o e b b s b N 4 P PTI  112 n

3O .

TR0 -

DAy -
e

b 8. '-I b
Do A

o .

§ o
IR .
ey
g - . ‘ o
oo i:""'; b 5
OO RS D v
:o-ffra”g, ,3&5, -
RIS oOE A e "
R R : et -
1a7a 1370 {2 {200 {281

HORY AFE ACOSRULIME T LISTED SROER

Source: Table M-15

A - CiP

B -~ IMPORTS FRCY U.S.

C - EGYPT'S IMPORTS

=



P |

'Vi
4

(RHI N

—
~

ioaLucH usg (M

g0

PRI

L]

Figure D-9

TOBACCQ:
CLp, IMPORI FROM U.S. & EGYPT'S IMPORT

oy

~

.
RO

N Pt

A

e

Y ,‘, -

’ r'.//‘

. ‘*-},"/}'

o 1

. e

‘e N,

- e

i PN G AR SN, V& ......J.-('..J..}..J\ e
V=TT 1274 1&73 1200 1281

RARS ARE ACCDADIME TO LISTED ORDER

Source: Table D-15

B - IMPORTS FRCGM U.S.

C - EGYPT'S INPORTS



Figure D=-10 .
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Appendix E

LIST OF PROJECT TEAM MEMBERS
DEVELOPMENT AS30CIATES, INC.

ir. Stanley Sicgel Senior Associate
Team Leader Development Associates, Inc.

2924 Colunbia Pike
Arlington, Virpinia 22204

Mr. Laszlo Szimonisz Development. Associates, Inc.
Principal Team Member

U, S. DBurean of the Census

Mr. Mick Hart:z Chief, Evaluative Studies Branch
Principal Team Member Internacional Stacistical

Pregrans Conter
U.S. Census Bureau
Washington, B.C. 20233
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Dr. Fredric L. Laughlin Partner
Price Waterhouse
Office of Government Services
1801 K Streat, N.W.
Woshingcon, D.C. 200006

Dr..Mohey El Din Khattab Managing Direc
Price Waterhous
& Ll Bergas Qtreet
Garden City, Cairo, Egyvpt

Ms. Jane K. Lucien Hanager

Price Waterhouse Thattab
Managemaent Advisory Services

Dr. Dyvaa Kameal Abdou Eecnomis L
Price Waierhouse Kiactab
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Mr. Hussein Oteifa
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(Continued)
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