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EGYPT - INDUSTRIALPRODu:TICN PROEJCT III
SUMMARY M"D RECCMwlENDATIONS

1. G ' -, - ,-,' ~'- .•.ranC2e: 'l.t1e '~-O'lerr'..rr,enc or cne Hrao .:<',epuo.:..lc of .E~j~t (GeE)

2. ~{ecutir.q Entitv: The General Organizatior. for
Industrialization (C-oFI) of t..;'e Ministry of Industry (MaI).

3. Amount of Grant: $70,000,000 (seventy million U.s. dollars).

4. Terms: Grant to be passed on to the General Organization
for Industrialization (GJFI) which will use the funds to supplement
loan and grant funds previously allotted under Project 263-0101. FY
81 grant funds" will provide for environmental subprojects
($10,000,000), and capital subprojects ($60,000,000). Up to
$3,500, 000 of the total arrountwill be converted to local currency
tOsuppJrt the subproject U.S~ consultants funded in part under the
FY 78 . and FY 80 authotizations, and supplemented under the current
funding request. (See 'Section 612 (b) request in Annex B.)

5. Total Project Cos~: '!his. is an estimated $252 million
project, . of which $165.0 million is being financed by A.I.D.($46.4
million in loan funds and $118.6 million in grant funds). A.I.D.
obligated $53.945 million in FY 78, 'S16.055 million in FY 79, and
$25.0 million in FY 80. '!he remaining $70.0 million from AID will
be obligated in FY 81 and/or FY 82. .

6. Source of' Funds: FY 81 Economic Support Funds.

7. Project PurEX?se:(l} Improve the institutional capability
of the Ministry of Industry to plan and to manage resource
allocations· to the industrial sector~ (2) improve industrial
production' in selected public sector firms through the introduction
of management .assistance and capital equipnent~ and, (3) abate
industrial pollution .through t..ije introduction of' techical. assistance
and pollution-control equipment.
Management assistance is being provided to the .Ministry of
Industry's GOFI to' i.InI?rove its internal management systemS, to
develop effective training· programs, and' to strengthen GOFI's·
methods and procedures for project analysis. Other management
assistance is provided to public sector companies' in such areas as
marketing, . inventory and cost control, and preventive maintenance.
Specific capital equipment needs are analyzed on an individual plant
basis within the GOE'sestablished industrial sector priorities, but
subject to agreed upon criteria•. Upon approval by. GOFI and AID,
capital equipment subprojects are financed through this project by
direct reloans and regrants to public sector companies. An
environmental consulting firm will assess environmental problems
caused by industrial pollution and recanmend solutions. Air and
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· .

solid· tHaste. pollutants, as t.vell as liquid -:ffluents, INill ce
tre3ted.Recomme~dations for specific en7:rc~~ental control.
equipment will be made to individual applicant firms, and this
equipment ,viii be grant financed 'tlib.~ project funds.

8. Funding Reauest: The· GOE on July 27, 1978 has requested AID
to finance the project up to $100,000,000. en the
GOE requested AID for additional financin9 up to $70,000,000.

9. Statutory Checklist: Satisfied (See Annex ·0) •

10. Recornnendatiom That a grant in the anDunt of $70,000,000
beauthorized on terms and conditions set forth in the Draft
Authorization (Annex C).

li. Project Committee
USAID/Cairo
Chairperson
Loan Officer
Engineer and Project Officer
Economist
Legal Advisor
Program
Controller
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I. BACKGRCU1~D·

A. . The Setting

1.01 Egypt's industrial sector produces abcut 12 percent of GDP and
employs some 13 fercent .of the total labor force. The public sector
accounts· for approximately 75 percent of the gross. value of
industrial output while the private sector' sshare has risen in
recent years· to around 25 percent. On the other hand, 1979 data
indicate 60 percent of the employment was in the public sector and
40 fercent was accounted for in the pr i vate sector. Public sector
enterprises dominate the output of· basic industries such as spinning
and weaving, food, cherili.cals, and heavy engineering products, where
the capital intensity is. high and the establishment tends to employ
more than 50 wOrkers. - Private sector industries tend to be sIlE.ller
in size and less capital intensive so that there is a quick recovery
of capital, although there has been a recent trend toward larger
private seCtor establishments including sornein the manufacture of
consumer durables and certain light engineering products.

1.02 The gross value of industrial output at current prices
increased. by 21 per cent in 1979. Public sector output rose 17
percent in 1979 by LE 2.8 billion, while that of the private sector
expanded 31 per cent by nearly LE 1.4 billion. On the. basis of
nationalincorneaccounts data, real· value added in industry has
risen at an average annual rate of seven (7)· percent over the last
four years.

1.03 Beginning in 1974, industrial policy in Egypt started· a
gradual shift toward liberalization.· of export and import
restrictions and toward decentralization of authority over
investme~t and pricing decisions. This was the start of the
transition to a more market oriented economy. The public industrial
organizations, which had 'operated as holding companies for
enterprises in each of the main industr ial subsectors, were

. dissolved in 1975 and greater authority was devolved· to the
enterprises themselves. However, indications are that despite such
decontrol measures, individual managers continued to show reluctance
in adjusting prices to meet rising costs or to exploit market
opportunities.. In. 1975 nearly one half of the· total value of
industrial output was subject to centralized price control at the
Cabinet level. Subsequent decontrol measures, beginning especially
during the first quarter of 1978, removed a number of comrrodities
from the centralized pricing list and reduced the. share of
industrial output subject to such contralto about 33 percent in
1978 and to 28 percent in 1979. Partly as a result of these
changes, but also because foreign exchange (EX) became more
available during this time, companies· had access to imported raw
materials and. their capacity utilization went up, increasing
productivity.
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1.04 Price adjustments for public· sector output have continued to
be made, although less in line ·with increases in costs and more in
:lccordance with what is deeIT.€d politically feasible at the time.
1:1 the first quarter of 1980 a nt....'·T'ber of. price· increases ',vere put
i;1to ef~ect, the gross value of lNhich amounted to the equivalent of
a 12. percent increase in the average price of publ ic sector goods
sold darestically .. However, following a Cabinet change inIVIay 1980,
a nUTber of price rises were rescined (especially on textile
product sand· canned foods) and no adjustments ofs ignif icance have
been pemti t ted since then. Nevertheless, the Goverrment of Egypt
(<DE). is still formulating policies for refomt in the pUblic
industri al sector. Whi Ie not yet finally establi shed· i ti s expected
that a major change in. the law governing pUblic sector ccmpany
operations wi 11 be enacted. Such legi slat ion has been drafted and is
under review by the party, by trade unions and by other interested
groups. It is anticipated this legislation will be subnitted to
the People's Assarbly in _the last half of 1981. This should remove
many controls that tend fo make operations inefficient.

B. Project Origins· and Sector Assistance

1.05 ATID has strongly supported the transition toward
decentralization of authority over investrrent and pricing, and
toward a more market oriented econ~. The primary objective of AID
assistance to Egypt, as presented· in the mss, is to increase.
productivity while, at least, preserving the relatively equitable
distribution of incane in order· to foster this transition. Given
the overstaffing and the dated capital plant, in general, in the
pUblic industrial sector~ rrovernent toward the CDSS objective could
be effectively achieved by providing· assistance designed to
rehabilitate, to raoodel and to rarove production bottle-necks in
existing public ·sector industry. (This is clearly presented in
paragraphs 1.26, 2.02 and 2.06 of the c.mS). . The Industrial
PrOduction Project (IpP) was designed to do.just· that through the
iVIinistry .of Industry's General Organization for Industrialization
(OOFI) which controls investment funds for public sector industry.
Further, careful. attention has been paid to the current and planned
role of the private sector so as not to co-opt its deve lopment. In
general,. AID's stated policy is to support whole new production
facilities in the private sector only, and to limit our involvement
in the pUblic sector to increasing productivity of the existing
labor and capi tal fac iIi ty.
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1.06 Even given the basic CDSS rationale, there are still several'
other' stror.greasons for' supoortingassistance . to. public sector
cntet'prises .. _1.ID assiSLlnce to :::gy~t is ~l'ovid2d '.dthi" - :h2 ~:::::::~

of EgvDtian develoorr.ent Driorities- priorities ,,\'hi~11 ei·D(·,E..~lz2 ·:<.~;l

stimuiation of the' Driva'te sector and lnodernization or' - tileDl.lolic
sector. It is esse'ntial that a balanced approach be. rnaintained . in
deali ng wi th the CDE and its. own i nt el'es t s. .-\ iD' s l,)rogram in the

. industrial sector, encarpassing .. both the private and public
elements, represents a careful, . pragmatic approach to facilitate
Egypt's transition to a more market oriented 'econcmy with minimun
delay. AID's particular assistance activities in this area. are
discussed in Para L08below. They·-clearly show that AID is a
strong supporter of the .private. sector•. However, if AID is to
participate insupport or Egypt's broad development objectives, this
rrust encarpass both public and pri vateelarents. In fact, in rm.ny
cases the strongest supporters of moving publ ic sector operations
more towards a rm.rket o1!-ientation and towards public/private joint
ventures . are the pUblic- sectorcCJ1l)any chairmen themselves along
with the Minister· of Industry. MJst public sector industry was in
the private sector before the" nationalizations of the 1960's. Many
of the chaimen today' worked in th~ir carpanyat that time. They
rerrember when operations were more efficient. They are strong
proponents of significantly less goverl'lIT'ent interference in their
operations. v

1.07 Further~ the IFP has fostered discussions and' interactions
with counterparts in GJFI. This has had a positive . irrpact on how
investment decision-making is approached. Much more attention is
being given to the assessment of real market conditions .. Econanic
and financial analyses have been measurably irrproved. The
relationship of investments in the public sector to Egyptian policy
of support for- greater private sector activity is being given
greater weight in decision-rnaking. . This has also helped clarify
which investrrents would not have occured at all unless undertaken by
the public sector because either the cost/risk to the private sector
would be too high to enter ,a market at this time, or the price'

. controls,' established for- social objectives, would require
goverrrr2nt subsidized inputs or investrnentfunds.

1~08 AID and other donor assistance activities in' the industrial
area are fairly carprehensive. One of the first and largest
projects ($97 million) AID supported was with a pUblic sector firm,
Misr Spinning and Weaving, which was formerly in the private
sector. Later- AID provided financing for two cerrent plants,
organized in the framework of a Law 43, private sector carpany. Now
AID is assisting theGOE develop two new, large joint venture
projects, one for float glass production and one for chemicals. The .
Cannodi ty IrrportProgram (elP) also has been a source of fundi ng for
pUblic sector industry, but wi th most the resources in dollar terms.
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going to'raw rraterials. A 9rivate sector elEment was established
for CIP funes' a few years ago. However, CIP resources were being
diminished, and' plant and equil;xnent type procurements curtai led.
Theref are ,AID supported the develo!.Jll1ent of the IPP as a way for the
<:DE . to meet its mvn and AID's mss objectives in the public
industrial sector. When' the IPP was initiated in late Cf1978, AID
was also assisting the CDE' develop other programs more broadly to
support pri vate sector development.. Q1e of the first act ivi tes lNaS

to establish a reloan fund with the Developrent Industrial Bank.
With AID's assistance a.similar project was designed that would
involve many cannercial banks through the Private Investrr:ent
Encouragement Fund. Supp'ort has been given to effors to reform, tax
adninistration and tax laws and to establi sh a renewed cap i tal
rmrket. Also an AID funded proj ect is' fac i li ti ng U.S. pri vate
sector feasibilitystudiei', and plans have been developed to assist
Egypt's Free Zones and Investment center.

1.09 AID is now support ing a' three pronged approach by the (OE to
address rranagement, technology, and ski lIs traini ng concerns in both
the private and public industrial sector. The lVIanagement
Develol:YOOnt for Productivity Project is a creative atterrpt to
overcane sane of the constraints in, Egypt, to pUblic and private
corporate change by training a sufficient number' of rranagers,
essentially on the job, to affect real change. An Industrial
Technology Application Project is being designed which will assist
both publi~ and private sector carpanies solve production problems
related to the lack of information on avai lable technology.
Finally, another, project is being designed to provide vocational
training responsive. to an industry's real skill 'need by allowing an
industry's skilldemmds to directly influence what is taught at
governnent vocational schools. All three of . the projects wi 11 be
loosely !.inked such that when one identifies a need for services
avai lable under another proj ect, there would be a referral service

. provided. ' ,

1.10 Other donors are also active in both public and private
elements of the industrial sector. The World Bank has probably
provided the largest input with cannitrnents, including (IFC), since
1973 being about $700 million. It has assisted the iron and steel,
canent, fertilizer, textiles, pulp and paper, food processing, and
agrobusiness industries. lVbst, if not all, of these industries are
in the pUblic sector. Also, World Bank eIP type financing was
provided early on~ About $140 million in funds have been channeled
to the Develprrent Industri al Bank primari ly for the pri vate sector
and an additional $80 million loan is being considered. Several
European countries, including West Getmany and France, have
increased their activities directly or 'indirectly (through
subsidized interest and tetms) in this sector. However, these
inputs are not as substant ial as from AID and the World Bank.
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I I. ffi().JECr DEVELORVENTS

A. SummaryC€scriotion

2.01 The Industrial Proc1.1ction Project, as it '.':as origl:1ally
designed in FY78 had. the following purposes: to improve the
institutional capability of the ZvIinistry of IndustryCVOI) to plan
and to rranage resource allocations to the industrial sector; to
irrprove the capabi 1i tyof the i\DI( through the General Organization .
for Indus tr ializat ion (CDFI) which con troIs pUblic sector indus trial
investments) and of the pUblic sectorcaTl'anies in the planning and
irq>lanentation of projects; and to introduce pollution control
equi~nt to reduce the detrimental envirormental effects . in
selected plants.

2.02 The project goal'was to increase Egypt's national incane·and
to improve its balance of payments. The . secondary goal was to
increase theefficiencyaI!.d output of the industrial sector.

2.03 There were four main elements to the project, namely:· a)
training of CDFland carpany.officials, b) technical and managerial
assistance to CDFIand to the carpanies, c) envirormental
irrprovemmt subprojects, and d) capitalequir;:ment subprojects. As·
the IPP was originally conceived, the training,and· technical and
managerial assistance were provided . mainly· to achieve the
institutional objectives of the project: Le. 'through "these
activi ties CDFI and the carpanies would . irrprove .their resource
allocat ion methods through better project planni ng and
irrplementation. .Training in project analysis, project
irqJlementat ion, -and enviroln1ental analysis was planned for 425 CDFI
and carpany arployees. Management assistance was more loosely
defined to help CDFI meet new requirements as they developed, such
as to set up new systans to allocate resources and to help the
carpanies identify and address their problems. Technical assistance
was needed to assist (OFI and the carpanies.carry out feasibility
studies ·cif . proposed subprojects according to the project's.
requirements: for envirorrnental irrprovements technical and
econanic . feasibili ty; for" capi tal equir;:ment cannercial,
technical, financial, and .econanic feasibility. Grant funding for
envi rormental irrprovanents was provided for. actual. pract ical
experience in irrplement ing subprojects. Funding for capi tal
equipment SUbprojects was provided in recognition that the
institutional element of the project had little chance of success
unless there were funds available to. actually carry out
subProjects. The funding was conceived pr imari ly for
rehabilitating, up-grading or remJving bottle-necks in existing
pUblic sector industrial plants in line with the mss. Whi Ie other
services available under the project (i .e. technical and management
assistance, training or pollution control) could be included in an
approved capital SUbproject, these would be secondary in erq>hasis to
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· the relat ivelyqu ick provls lonot . requ ired equ ir;ment to improve the
production operations of established industrial firms. The former
services would be provided through a regrant to the corr.pany, and the
latter equir;ment would be provided through a reloan at interest
ra,es charged bytr.e I>a'l21cpil:ent Industrial Sank.

B. Develc~ents

2.04 From the original project paper approval in FY 1978 for $70
million, . through an FY 1980 arrencinent for $25 million the four·
l?roject elements have develol?ed at di fierent paces and faced usual ,
as well as· unusual, implanentat ion l?roblans. Thus the. proj ect' s
insti tut ional obj ect ives are not· going to be met as quickly as
originally planned. Each elanent is discussed below in order to
highlight the actions which have occurred and note the problems.

2.05 The longer tenn;; improvanent . in CDFI IS and the cart>anies'
planning· and iIll>1ementing capabilities . relates mostly to the
traini ngprogram. Develo~nt of this program was initially delayed
unt i 1 the general U.S. contractor (McKee-Kearney) cane on board in.
midl979 to assistCDFI define the details of the desired l?rograms.
By January 1980 CDFI had rece-fved proposals and started negotiations
with Pmerican University. in Cairo (ALe) to provide the required
training. Negotiations were interrul?ted over an internal dispute in
AOC, but finally a fixed-l?rice contract was al?proved by CDFI in
early 1981 and sutmi tted to AID. However, AID could not approve the
contract wi thout detai led cost data. CDFI and Ale, were reluctant
to officially provide this data, in l?art because . it was not
avai lable in a form requi red by AID. It has only recently been
resolved to prepare the data needed for AID al?proval.

2.06 Shorter term inst i tut ional improvements have related frost ly
to the technical· and management ass istance. These elements actually
evolved on sel?arate tracks. Technical assistance relates mostly to
the envirormental and capital .equipnent subl?roject studies and is
discussed.in paras 2.07 and 2.08 below. ~'i3.nagement assistance was
in part directed to mFIand also to the l?ublic sector ccrrpanies.
However, in M9.y 1980 the Mini.s try of Indust ry began to reassess
its role in the investment decisfon making process. Moreover, it
reassessed the role of CDFI in the developnent of industrial
strategies and financial/technical assistance for l?ublic sector
campanies. In the smne vein,
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it cons idered ways of restructuring the IPP in a . way which would
directly support a caroanv's capability. Under these circunstances
little assistance was provided directly to CDFI. Se9arately~ the
ccrr~a.ni~3 began to discusswit:l CDFI using these services. Finally
in January 1981 the first rnanagerr.ent assistance· subproject was
approved to address an inventory problem at one of Egypt! s largest
corrpanies - The Sugar Ccrrpany. The study wascOI'T{)leted in i\tIay and
well received by bothCDFI and the carpany.

2.07 Technical ass i stance on envi rormmtal issues has been
.provided by an EPA specialist working wi th CDFI for the past two
years. He has assisted <:.DFI prepare preliminary studies on the
pollut ion control needs of eighty four (84) public sector
factories. He also assisted CDFI prepare the IFB in early 1980 for
as engineering consultant firms to assist CDFI in carrying out the
technical analysis and" 'implementation of envirormental subprojects.
Weston Corrpany won the bid, but contract negotiations became stalled
over problems wi th the proposed Egyptian subcontractor.· These were
resolved in early 1981by-agreeing to allow CDFI to perform the role
of the subcontractor, and since that time the only action needed was
to . have the CDFI Board of Directions approve the contract. The
Board has . yet to fUlly· di scuss .. the· contract because of the
illnesses of key people; the i ntervent ion of higher pri ori ty

subj ect s; and, in part, because the role of mFI had been under
examination by. the Minister of Industry. It is anticipated that
final Board approval· of the Weston. contract shall be· forthcani ng. in
thenea~ future.

2.08 The technical assistance portion of· the project to assist
mFI study and plan capital SUbprojects got off to a faster start.
'I\venty priori ty subproject proposals had already· been determined at
the time of the original Project Paper and included as an annex.
The consul tants started work with CDFI and the respective carpanies
in mid 1979 on nine subproject studies with the highest priority.
Each proposed subproject was assigned to a U.S. based staff. But,
by having- most of the work done by these U.S.· based teems caning to

. Egypt on 'lOy ass igI1lrent, there was inadequate interact ion between
CDFI, the carpany, . and the consultant in developmmt of· the draft
reports. Also, subproject work order budgets were often exceeded.

2.09 By June of 1980 draft final reports had been issued for the
nine (9) . proposed sUbprojects, most of which exceeded the $10
mi 11 ion foreign exchange (FX) limi t speci ned in the Project
Agreanent. For a carbinat ion. of reasons it turned out that· these
ini tial SUbprojects could not be iIq)lemented by a relat ively quick
procurement of equipment, but instead involved significant·
modifications to public sector plant processes, product-mixes, etc.
requiring extensive associated engineering,technical and management
assistance. ·<DFI was very upset that the initial work order budgets
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.. had been exceeded as they ~vere accustorr.edto fixed-price engineering
services contracts rat.l:er than the cost-plus, fi."{ed fee format used
by AID. Also, the quality of a couple of the studies was questioned
in the detailed review process established by GOFI.· In many cases
t...~e co~any \-]as not satisfied wi t.'1 the study r eco;r.r::endations . .Z\ID
also had substantive comments on all the drafts which focused on t...'1e
larqe size of the oroooseci investments, the economic analvsis,· and·
ontne corrmercial a~alysis when it indicated· a strong private sector
involvement in the rrarket. By and large most of these issues were
resolved· after extensive interaction between the· consultant,C-DFI,·
t.'1e company, and AID.

2.10· . In May 1980, the Ministry of Industry stopped all GOFI
efforts to have new studies initiated by McKee-Kearney· until· it
could review the entire situation. The Ministry of Industry's
intention was to· review all. GOFIoperations and to implement . major
revisions to GOFI' s charter which might have changed its role to
that of a project analysis consultant or a source of informaiton on
industrial technology.. AID was assessing the status of ·the project
at this time also. me deviations from. the original intent were
noted as well as the problems GOFI· and the companies were having.
AID desired to reorient the- project back to its original concept of
relatively quick studies and procurements of equipment . without
exceeding the $10 million limit per .. subproject. Between August and
December· 1980 AID had a series of meetings with the Ministry of ...
Industry which led to its concurrence on refocussingthe efforts of
GOFI. and the U.S.· consultant to conducting feasibility studies only·
on those subprojects where rapid implementation seemed possible and
where the total FX investment cost was low. Five (5)· of these type
of studies (labeled "Fast Track") were initiated early this year.
The work has been done roostly inEqypt with extensive company input,
and at a very low cost per study.· . This has removed the major
difficulties which existed between the consultant, the companies,
and GOFI. It has also reduced· AID concern about the proposed size
and complexity of the subprojects.

BEST AVAILABLE COpy



I I I. PRESENT PROJECT STATUS

3.01 The project's purpose and goal have not changed :substantially

since the initial _'"'.grear.ent. Delays in various project elerr:€nts

have occured as discussed in the previous section. Thus, the

project will not reach it institutional objectives as soon as

originally expected. But there has been progress, such' that the'

project has gained substant ial mcmentl.lll andean be expected to

achieve its purpose in the remaining four year time frame of the

project.

A. Training

3.02 In particular the training element has reached its final

approval point. AUC is preparing the necessary data for AID's

review. No special problems are conterrplated. It is anticipated

that course develo[Xl1entw-i11 begin in August of this year.

B. Technical and'MqnagernentAssistance,

3.03 The kind oLmanagernent ass istance needed by CDFI is dependent

on a final determination by the Ministry of Industry as to the role

it sees for that organization. As was noted previously, it had been

considered torrake aoFl a consulting type finn for studying

industrial projects or a source of information on applied industry

technology.. Indicat ions are that nei ther of these ideas were found

very practical by the Ministry. AID believes the debate is alroost

over' with little change likely inCDFI's role. Therefore, AID

expects the Ministry to .allow mFl to obtain more management advise

along the 1ines already engaged. The assistance to the carpanies is .

ready to move forward on two fronts - either directly with a ccrrpany

or as part of a larger capi tal equirmant SUbproject. .Four proposed

direct managarentassistance studies have ccrrpany-level approval and

await mFI's decision. Further, in three of the four capital

subprojects (discussed below) which are already approved by CDFI and

AID, rmnagernent assistance.· wi 11 be provided to the carpany.

Technical assistance is discussed below with the capital equipment

subprojects. .

c. Environmental' SUbproject

3.04 ODFI approval of the Weston Cbmpany contract is required

before- disbursarent of any project funds. Given the preparatory

work already done to identify specific projects and their

process-carponents, AID anticipates that the subproject funding of

$14.4 million allocated under the existing project will be rapidly

allotted to specific SUbprojects. In fact the claims against this

funding are over $60 mi Ilion as shown in Table 3 of Sect ion IV.

Given this large potential demand, the
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MinistryoC Industry has r~quested that AID increase funding for the
IP? by $70 million, of which $10 million would be specifically for
pollution abatement at the cement carpanies which are significant'
polluters in the Cair-o and Alexandria. areas.' r;-:e :'.Iinist,y 'indicatec
its willingness to work with the :,Iinistry of Housing,
Reconstruction, and Land Development; which has, formal
responsibility for overseeing theseccrnpanies, in order to provide
these resources to abate the problems.

D. CaRi tal Eguienent Suborojects

3.05 Once agreement had been reached to reorient, the' sUbproject
studies back toward the original project concept of relati vely
s[m>leequit:rnent inputs for plant' rehabilitation or. up-grading, ,the,
problems CDFI 'and.' the ,c~anies were having regarding the"
consultant'shandUng or'the studies substant ially eased. The costs
have been very low so far, for these Fast Track studies, and they are
carried out mostly in Egypt with greater c<l"ft)any involvement. Also,
roost of the difficulties"COFI had with the original studies have
,been resolved, by the consultant and will, not be ' reflected in' the
Final Report. 'Thus cnFI has been rrovi ng rapidly to finalize and to
approve subprojects from eight of the original nine studies" and
from the addi tional five Fast Track studies approved by the Ministry
of Industry., A brief description of these subprojects may be found
in AnnexF. (ffiFI decided that one of ,the original studies was
better suited forother'donor financing.)

3. 06 Presently" CDFI and USA.ID have approved -four capital
equipnent subprojects with a total value of $112 million" of which
$55.2 million is the foreign exchange requested to be funded under
the IPPallocation for capital subprojects. These four are ($ in
millions): Alexandria Oi 1 and Soap Co., for replacement of a Caustic
Soda and01lorine Derivative Plant, (loan $11.9, grant $7.2, and Co.
$25.4) total U.S.$44.4; Egyptian Co. for Refractories, to modernize
and to expand the plant, (loan $12.1 grant, $6.4 and Co. $25.8,)
total $44~3; Transport Engineeri ng Co., to increase cross-ply and,
radial fire production, ($10an$6.3, grant $1.4, and Co. $1. 7,J
total$9.4~. and E1 Nasr 'Pipe' Co., to modernize and' to expand the
plant, (loan $8.7, grant $1.1, Co. $4.4,) total $14.2. Each of
thesefi1Tl'lS is well managed, has dealt with the international
market, and has irrplemented large capital irrprovement programs
before•. All have ,been profit making entities and have sales in the
area of la's of millions of Egyptian pounds.

3.07' The former- two projects were fran the nine original studies'
and the latter two were from the rrore recently approved studies. In
any case, CDFI is trying to c<l"ft)lete, and quickly to obtain ccrnpany
approval' of, nine of the ten outstanding studi es. mFI wi 11 be
sending requests to AID for all of, these nine in the next two
months. The total foreign exchange estimates for these projects
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exceeds $130 million. HCl.vevet, following approval of the four
subprojects noted above, there· is only $14.4 million that rerl'ains

.unreset'ved· in the IPP's current· allotrrent for capital equiprr.ent

;3.08 In 8.ntici98.tion of tl;e.,~ requests AID conducted a revie'N of
all ti1e outst8.nGing· 8.nd potential .subr;:>rojects. :-rote that in
addn ion to the nine expected !'ecuests, six new studies are about . to
be initiated (See TableZ Section IV). Criteria were established

. fot" eva.luating these projects to determine which would be acceptable
for AID financing in general. This analysis led AID to the
conclusion that at this time only $60 mi Ilion in additional funding
should be sought for capital sUbproject requi ranent s.While the
Ministry is hopeful eventually of going forward wi th all SUbprojects
which· have been identified so far, it is in agreement that the
proposed $60 million is ~ufficient at this tirre and that any further
funding should be based on an evaluation of. the IPP and then on the
.fOmlulat ion of a new proj ect proposed following the evaluat ion.
This is discussed more funy in Section IV.
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Iv.ADm IQ."1AL ffiOJECr Ft~TII~G

A. Rationale

-Lul :he :~linistry of Industry has requested AID to add $70 miLlion
to the [PP of which $10 million would be for environrrBntal
s;,tbprojects and $60 rriillionwould be for capital equi!?lTBnt
suo9roject.The:'vlinistry's request stated that it prefered a higher
level of additional funding for the capital equiprr.ent sUbprojects,

. given the 'large potential claims fran the various feasibility'
studies.' However, given 'the intentions to evaluate the project in
the near future, the Ministry accepted that rrore modest goals should
be sought wi thin the framework of the exist ing Industrial Production
Project.

4.02' We believe that:; the IFF hasoverc<IIe the irq>lementation
problems di scussed in previous sect ions. The approvals of the Ate
contract for training and of the Weston Co. contract for technical
services on, envirormenta-±- sUbprojects are expected soon. Thus two
key project elEments will be in place to provide rroverrent toward the
IPP's objectives~ Further, CDFI has already rroved rapidly on the
capitalequipnentsubproject ·elemenLOf the fourteen feasibility
studies' that ' have been, ini t iated, four cap i tal sUbprojects al ready
have CDFI' approval and nine of' therema.ining ten are' nearing
call1letion. Further" six more studies are about to be undertaken.
AID has agreed to allocate $55.2 mi 11 ion in IPP cap i tal equiprrent
funds for the four approved subprojects against a budgeted $69. 6
mil Lion (See Table 1 for a sunnary' of ccrnni tments against the
current IPF budget).

4.03 There is substantial manentun built up in the capital
subproject element such that the Ministry of Industry, CDFI and the
carpanies are expecting'AID to provide the financial resources
needed to carry out a reasonable portion of the potential
sUbprojects. A hiatus in funding until after the planned IPP
evaluatiol}.· this fall would not be very well accepted by these
interested parties and would be" totally disruptive of the very
substant ial planni ng work which has been acc<XTQli shed over the past
several months. The CDE andUSAID both view the situation as one
where the problems have been essentially overccrne and the time is
right to irrplenent the sUbpro j ects. An evaluat ion of the IPP wi 11
not change the need for nor the viability of the requested
subpro jects. The project evaluat ion wi 11 be di rected at how better
to achieve objectives over the longer term (including any follow-on
proj ect), and not look in detaU at indi vidual sUbproject proposals.

4.04 Nevertheless, the USAID believed that more carefully def ined '
sUbproject evaluation cri teria needed to be established in order to
detetmine on an illustrative basis what subprojects would be strong
enough to warrent AID support. The original Project Agreanent only
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contained. th~ requirement for' a' 15% econanic rate of return. . In.
addition to that,USAID believed that in order to achieve IPP
objectives a proposed subproject should be financially sound, of low
cost. easy to iiTp1 E!T.ent, and with a well managed cCITpany.
Therefore, thefo llowi ng cd t eri a were applied:

a.The Financial Rate of Return must be at least 15%.;
b.Total FX financing requirements of an individual

sUbproject should be modest, wi th sffi9.11er ac tivi ties be ing
favored and a limi t of one sUbproject per carpanYi

c.Individual public sector carpany request ing each
sUbproject rTIlst be well managed; and,

d.Subproj ect irq>lanentation should be capable of proceeding
quickly,with preference being given to those activities
involving a direct procurement of· equipment, and for which
bui ldings and infras tructure are al ready in place.

The mE has' generally accepted these cr i teria, although it has been
noted by than that the ear li er $10 mi 11 ion limi tat ion on sUbprojects
may be somewhat restrictive given cost inflation since the project
started in 1978.

4.05 Table 2 contains a listing of all outstanding and. potential
sUbproject studies wi th the estimated foreign exchange carponent.
The Table strnmrizes AID's evaluation~ ·The first evaluation (2nd
colt.ml) focused pr-irmri ly on finding a way to keep the investment
per project to the mininun. The third colurm shows the results
after- proposed sUbprojects were sutmitted to the entire set of
criteria listed' above in order' to determine, on an illustrative

. basis, which sUbprojects AID would be willing to supporL This was
sent to the Ministry of· Industry for cannent. .The Ministry has
taken exception to sane of the cri teria and, as stated in its letter
(AnnexA), would prefer to use less stringent criteria which would
quali fy just about all of the potent ial subproject s. However, gi ven
the fundinglimi tat ions. iITQosed by providing only $60 mi 11 ion for
capital 5ubprojectfinancing at this time, there will be need to
choose among the large portfolio of proposed sUbprojects andUSAID
does not doubt thi swill i n effect, reflect the above cr itera.
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B. Plan

.;'~~l'3';s.the :iiinistl'v has acceoted tr.e o~ooosed over'all aooroach
and 1''0'.';7 ~~quested that '$70 million be acded -to IPP, of whfch $60
~il~i~i, ~';cuLd be for capital equiprr:ent sub:;:Jrojects. This will allow
proj ect m:menturn to be maintained duri ng the evaluat ion and eventual
plannir.g of a fo1lm......on activity. Actual or-final allocations to
subprojects 'NilL be at the discretion of the Ministry of' Industry
andCDFI, ~.. ithAID's concurrence. TheCDE understands that this rray

. be the last inject ion of AID funds into the IPP as . it 'is currently
designed, since a caq>lete' evaluation will be conducted in the fall
of 1981, Which will facilitateS. redesign of the project.

4.07 Therema.ining $10 'mi 11 ion" . of the $70 mi 11 ion requested,.
would be added to the IPP for pollution abatement equil;ment at the
cement carpanies, when the Weston Co. contract is approved. (If the
contracf is not approveq before the Project Agreement is signed,
USAID'sees little reaSon for financing for capital equiprrent
subprojects' ($60 Million) and pollution abatement equipment ($10'
Mi 11 ion) to be disbursed unle~ the Weston Co. contract is signed by'
fiFO. The consultant would be expected to help CDFI assign
priorities to possible pollution control subprojects listed in Table
3. This list was assembled after visits to 84 public sector
factories by' the IPP envirorrnental protection' specilist and by
counterpart CDFI staff.'

4.08 Wi th the add it ion of . these new' funds· for envi rormental and
capital equil;ment sUbprojects,- the Project Financial' Plan would be
as sunnarized in Table 4. Thi s plan wi 11 be attached to the amended
Proj ect Agreerrent. to guide the canni trnent of AID funds for the
various activities of the IPP and the budgeting ofeDE funds.

4~09 The participating public' sector carpanies and CDFI· are
. expected to execute reloan and regrant agreements for . each
subproject' financed with AID funds. Upon receipt of· an executed
agreement and the pUblic sector carpany's request for a letter of
cannitment,U&\ID shall initiate action to establish it. In
general, an AID bank letter of carmi trnent wi 11 be establ ished . for
cap i tal equiprent being procured under each' sUbproject.. Then, a
publ ic sector carpany can open a letter of credit whichconfonns
wi th the. respective letter of canni trnent upon receipt of USAID's
approval of an equil;Xrent contract. Similarly, AID direct letters of
carmitrnent will be established for technical assistance SUbprojects
upon USAID's approval of a contract for supply of services.
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Table 1.
Industrial Production Project··

"TI"_~
'..)'..... 1.._

'5 . (00) .

A.LO. FUNDS Egypt Funds (inS)
Current Total Current Total
Budget Commi~~ents Budget Commitments

285 500

5,578* 1,018.

4,189* 650
1,266* 250

123* 118

650 4,500

650

I. APPLICATICN·
A. TRAININ3 2,000

B. TEX::HNICAL·ASSISTAN:E 8,226
1. a:>NSULTANT-GENERAL

COSTSANDFEASIBI-
LITY 4,556

2. MANAGEMENT 2,070
3. ENVIRONMENT -- 1,600

C.ENVIRaJMENI'AL SUB~ 14,400
pROJEX:TS
1. CAPITAL EQUIPMENr 11,900
2. SERVICES 2,500

,

D. EVALUATION 200

E. EQUIPMENT AND VEHICLES 600

F. capital SUBPROJECrS 69,574
1. CAPITAL EQUIPMENr 47,400
2. SERVICES:of which 15,174

(management) ( 2,500)+
3. FREIGHT 7,000

Grand Total 95,000

II.SOURCE.

o

·320*

55,203**
38,970·
1l,795
(1,250)+
4,438

62,036

200

o

51,500

57,718

30

440

30

o

51,000

51,500

-.

OSAID roAN

OSAID· GRAm

46,445

48,555

95,000

38,970

23,066

62,036
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NOl'ES 'TO TABLE 1

Funds "~otali:1g S.5, 29;3 t..~ousar:d ~,·iere cC!':":TIi tted

LGeneral Costs and Feasibility
StL:dies.
2.~ianagement Mgrnt. *1

Prorated

::: :: '::~·~a2-~<.=:'·~.'~=~·

~s :::.l:"c·,v3;
,-,....!""+-~-:::~~ .
·_u."",-~ ....... _ _ •

Oricrina1 W.O. I

3,404 ~

327
308
635

"Interim 2xtension.
1,228

246
385
631

**/Original. capital. subprojects budget and detailed corrmitments by order
of approval.

; ,.

Approved Subprojects Commitments (AID)

TRENCO ECR AOSCO
Subprojects

Subprojects
l.CapitalEquipment
2.Services of which:
(Management)

.3.Freigh1:

Original. Total
Budget

69,574 55,203
47,400 38,970
15,174 1l,795
(2,500)+ (1,250) +
7,000 4,438

7,745 18,482*
~ 6,300 12,052

500 4,661
(500)+ (650)+
945 1,769

19,146
1l,931

6,484
(0)+

731

PIPES

9830·
8687
150

(100)+
993

*/ Excludes $ 650,000 for environmental equipment.

+ Do not subtract -included in number above.
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Table 2

Industrial Production Project
Possible Additional Ca.pital Equipment SUbpro,lects

1.
2.
3.
4.
5.
6.
7.
B
9. '

10.
11.
12.
13.
14.
15.

16.
17.

18.

19.

Subproject (Company)

Clay Pipe (Sornaga)
Salt (ENSC)
Food Processing (I~)

Pbod Processing 'EDFINA)
Rebar (National Metals) ,
Sulfuric Acid (Abu Zaabal)
Malleable Iron (ElNasr Pipes)
Cotton Seed (ESSC)
Gypsum (Sinai Manganeie) ,
Starch/Yeast (ESYDC ),1 .
Glass Tumblers (El Na~~ Glass~
,Fatty Alcohol(ESYDC~1
Sand Beneficiation;V .
KaOlin (Sinai Manganese)3/
Paper Cartons (Simo Paper~

TOTALS' .
Cement Companies' Pollution Abatement
Misc. :Mgt Services ~ Studies ~ Unidentified
f?ub-projects

. TOTALS
Available Capital Equipment Subproject
Funds in IPP ,
Net NewIPP Needs

Original
Study

11.5
12.5
16.0
14.0
11.5
21.7
21.0
26.6
15.5

5.0
5.0
9.5
8.5

',3.0
'4.0

185.3

FOREIGN EXCHANGE FUNDING
(lMillion)

After Further
Evaluation

9.6
4.8
9.5
7.0
9.5"

'1-1 •2 -, "
9.5,/

lO.C12,
10.0=1 .

5.0
5.0
9.5
8.5
3.0
4.0

116.1

Bused on AID's
Evnluation Criteria

._§~L_
134. II

-14.11

70.0

11 Partial Funding
21 Partial Funding - financial viability needs to be proven.
31 Study identified but not yet initiated.
41 Primarily excluded based on evaluation criteria noted. Para4.04
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Table 3

!ndust~ial Production Project
Possible Pollution Control Sub-Pro. ects

(..$1' •4 million Currently 11loce;tedl

,~. ElNasr Tanning
2. National Spinning &I Weaving
3. Egyptian Starch, Yeast&: Detergent
4. Egyptian Salt and Soda C21
5. Extracted Oils
6. Misr Beida Dyers
'7 • Dyestuffs and Chemicals
8. Egyptian Sugar Co. C2ractoriesL
9. MisrChemicals -

,~O. Egyptian Leather
li. EJ.. Nasr Coke and Chemicals .
~.' El Nasr Fertilizers and Chem.icals,Mansoura
13. Cement' f'a.ctories (4}

, , 14. EJ..N~srFerti1izers 8: Chemicals, Suez
15. Pesticides and Chemicals
16~ Coppe~NOrks

17~ ,Iron 8: Steel Company
18. "Ed1'ina Foods
lS. Plastic and Electric Ind~

20.: Misr Rayon Co.
21. Misr Phosphate Co.

,22. Red Sea PhOsphate Co.
23. Alexandria OU and Soap C2 }.
24. Abu Zaabal Fertilizers
25. Chemical Industries ClaMAi'
26. Starch:and Glucose
2.7. Sugar Company (4 factories}.
28.' Glass and. C~Jsta..l

, 29. ,EJ..Nasr Phosphate (sebaiyal
30. Middl:e East Paper Co.
3J-. Moharrem Press
32~ AlpaPaper
33.. Nile Mat cll. (21
34. Paint and Chemicals
35. Paper Converting Co.
36. Siouf Spinning &: Weaving

,31. Societe Financiare
38. Transport and Engineering

TOTAL '

FOREIGN
:~::XCE.AliGE

, ($ Hillionl.

2.0
2.5
1.0.
3.0.
1.5
3.0
4.0 '
2.5
1.0.
1.0.
3.0
2.0.

10.0.
2.0

.5
1.0-
5.0.
~2

.5

.5
,1
.1

1.0
3.0.

.5
1.5
1.0

..25

.1
1.5

.5
1.5
1.0
, .5 "

.5
1.0
2.0.

.5

$ 62.75
=----=

?OLLUTIOH
SOURCE

Water
Water
Water
Water
Water
Water - Air
,Water - Air
Water -Air

, Water - Air
Water
Water - Air
Water - 'Air
Air
Water - Air'
SoU Wastes
Water - Air
Water - Air
Water
Wa.ter
Water-Air
Water
Water
Water
Water - Air

, Water
Water
Water
Air
Air
Water
Water
~';atar- Air
Water
Water- Air
Water - Air
Water
Water - Air
Water



TABLE 4

PROJECT FINANCIAL PLAN

(All F1gures1n $000 U.S.)

PRIOR-PROJECT'FUNDING' FY Bl

I. APPLICATION

AID' LOAN AID GRANT AID'GRANT TOTAL
-,

f - •
. I

"

(CONVERT

TO LC)* EGYPT TorALTOTAL

A. TRAINING o 2;000 o 2 t OOO (680) 500

B. TECHNICAL ASSISTANCE 0 B;226 0 Bt 226 ( 1,820) lt 018 9,244- -
1. CONSULTANT-GENERAL

.COSTS AND FEASIBILITY' 4,556 4,556 ( . 880) . 650 5,206

2. MANAGEMENT 2,070 . - 2,070 ( 570) 250 2,320

3. ENVIRONMENT 1,600 1,600 ( 370) 118 1,71B

C. ENVIRONMENTAL SUBPROJECTS 0

1. CAPITAL EQUIPMENT

2. SERVICES

14,400

11,900

2,500

10,000

B,500'

1, 509

24,400 (1,000)

20,400 0

4,000 (1,000)

8,500

8,500

INCL

.32 t 900

28,900

4 t OOO



D. EVALUATION

E. EQUIPMENTANDVEHICLES

o

o

200

600

o

o

200

600

o

o

200

o

1100

600

F. CAPITAL SUBPROJECT !t6,445 23,129 , 60,000 ( 7,300) 76,500 205,074

1. CAPITAL EQUIPMENT 46,4115 955 48,000 95,1100 ( Q ) 76,500 171,900 .

2. SERVICES of which 15,114 1,000 22,174 (1,300) INCL 23,174.
.

Management Asst. <3,5bO)** [ 600) [ 3,~)OO]**

3. FREIGHT 1,000 5,000 12,000 ( 0 ) 0 11,000

~

46,445 48,555 165,000 (lO,800) 86,118 251, '{l8
0-

TOTAL 10,000

II. SOURCE

USAID LOAN

USAID GRANT

GOE BUDGET

Ca-1PANY FUNDS

*Included in TOTAL

!t6,445

48,555 . 10,000

46,445

118,555

1,118

85,000

Ij6,lj45

118,1)55

1,718

85,000

** Do not subtract- included in number above.



v~, PRo.JEer fiViPLEVENTATfCN

A. Schedule

Actual

Actual
Actual
Actual
Actual

Actual

Actual

Actual,
, Act.ual '

January 4~1980,

January 29~ and
August24~ 1980
July ~ 1980

June~ 1981 '"
Au~st~ 1981
Septerrber~ 1981
June~ 1982
June" 1985

, June 6~ 1979

Aug~' 25~ 1978
, Aug~ 31,1978
Apri 1 30~ 1979
Mly 1~ 1979

, , ,

5;01 ' The fo11owin~ ccrrprehensive schedule is tholJ2,"htto ,be r,e>l i ~t ic
based on , 2 ' 1/2 year~sexpe r ience in dealing '.\'i t h the Eg::o t inn

, irrp lemen ti ng agency, ' a number of 'Egypt ian f i liTIS and the U. S. consu It i ng
team; and, by applying lessons learned on other projects. The most
likelyd~lays. at, this stage, might r,esult from,CDFI and cCll'T'pany, budget"
problems~ However, ,the Mission has; since June 1979, established' a,'
procedure whereby the CDE budgetary , requirements for AID projects are
coordinated, directly with the Ministry of Finance as well as the
responsible mE agency~ It,' is, hoped that this wi 11 minimize delays that
might result 'frem <nFI and· caq>any budget problems for this . Project.

Doct1'11l:mtation
FY 78 Pro j ect Author i zati on
FY 78 Project~reements __
FY78 CP' sMet, Grant/Loan
FY 7~Add-on Funding Authoriza
tion.·· '

,'FY 79 Project Agreements- '
Amended '
FY80ProjectAuthorization
FY80 .Project AgreanE!nts

Canplete First Feasibility
Study ,
Approve F i rstRe IoanlRej;tran t
FY 81 Project Authorization
FY 81 Project Agreement
First SUbproject COmpleted

,', Last SUbproject Corrpleted

A detailed description and imp'lanentation schedule of each SUbproject
,expected . to be ass isted by,' the IPP,i s fou.nd in Annex F~ Expected
disbursements of AID funds are found in Annex G.

B: Terminal'Bate '

5:02 The Project Assistance Corrpletion Date istvarch 31~ 1986~ four
and a half years fran the expected date of the FY 81 authorization~

C: Procurement

5:03 Goods and services financed under- the foreign exchange portion
of the AID funding will be procured in the U:S~ in accordance with the
provisions of AID Handbook 11. '

5~04 Local costs financed under the AID grant will be limited to the
support costs and , allowances of U:S,~ consul t ingandenj;tineeri ng teams for
the various elements and stag-es of the project~ Procedures for rmking
the conversions have been detenined by the'USAID Cbntroller.

BEST AVAILABLE COpy



D. :\!onitoring and Reoorti ng

5.05 .\ID has issued eight· irrplernentation· letters for the Grant
Agreenent and eight for· the· Loan Agreerrent which cover the necessary
monitoring, reporting, procurement and financial instructions and clear
the Conditions Precedent. Regular rronthlyreporting is provided .by the
general consultant ... (LYJcKee-I{earney) . and . wi 11 . be done 1ikewise by the
environnental consultant when the· team begins its work. The
envirormentaladvisor . (EPA/PASA) has written many reports covering· his
investigation of specific enviroIlMntalproblans and planning by COFI and
himself.. Each feas ibi lHy study under the consultants '·contracts results
in· a final report~ and each sUbproject during implementation wilL be
described in quartedyprogress reports. AID monitoring is being done by
one Project Mmager- Industrial Engineel"' ass i sted by two local Industrial
Engineers, one local Capital . Developrmnt Officer and two expatriate
Capital Develo[XTlent Officers, part-time. .

- ."., --
E. Evaluation

5.06 Evaluation of the Project will be performed by a joint
mE/AID/Consul tant team which wi 11· include tecnical, econanic and·
financial talent. Evaluation will review the factors listed below using
baseline data developed during proj ect irrplementat ion· (E.G. sub-borrower
existing performance versus target performance).

L Have there been any changes in the Ministry of Industry's
method of allocating resources within the in4ustrial
sector?

2.. Have changes been made in mFI's adninistration, organiza
tion procedures and plicies, either officially or
off icially?

3~ Have training programs for mFI and carpany management been
implemented?

4. Have mEl staff irr:proved capabi li ty to evaluate projects?

5. Have bottlenecks to project irr:plementation been reduced?

6•. To what extent have enviro~ntal pollutants been reduced?

What have been other social/economic effects?

7. What recommendations can be made to improve the performance
of this Project and any similar follow-on projects in
meeting the Project purpose?

BEST AVAILABLE COpy
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VI. RECQ\'lVENQ.\TION, ffi"JDI T IONS AND COVENAJ.~lS

A. Recarrnenda ti on

6.01 'It is reccnmended that AID authorize $70 million additional
grant r'undingto the Industrial Production ,Project' in FY 1981.

,,' Funding in IT 1981 is needed to keep project m:menturngoing prior to
an evaluation in early FY1982" which is anticipated to lead to a
redesign of the present, proj ectortothe design of a new project to
prarotedevelopment of Egypt's industrial sector. '

B. . Condi tions~ Precedent

6.02' The following Condition Precedent to disbursement of
addi t ional ,funds under· thi s Pmel'lcinent wi 1r in substance be' included
in theffilended Agreement.but not the Amended Authorization:

1. An executed contract betweenffiFland Weston Canpany for
consulting serviceS required for-carrying out the technical
analysis and iITQlementation of envirorIrental subprojects

.0
, 'C. Covenants

6.03 No additional Covenants to those 'included in.the FY 78 andFY
, 80 Grant Agreements are necessary.
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ANNEX B

EGYPI'- INDUS'IRIAL PRODUcrION PFOJEcr
.. CERl'IFICATIONPURSUANTTOARI'ICLE 611 (e),

FOREIGN .. ASSISTAL'l:E· Acr

I~ Donald S~Brown; the Principal Officer for the United Statec:
Agency for International D:velopnent Mission in Egypt~ having
taken . into account, ,'among· other thinqs, . the rnaintenanc("! and

. utilization of projects in Egypt previously financed or assisted
bv the Unitpd States~do her~bv c~rtify that· in mviudqrnent;
Egypt has both the .fihancial caPability·and the human resources·
capabiJitv to effpctively maintain aT"d "/'lize the industrial
facilities to be financed under the ndustrial Production
Pro;ect~ ~.

rrnalA'!;~
DA:~]h'~ l'fi"1



-----------------------

~~endment ~o Original 612 (b) Recommendation

':::2 P:~j2c':.·..;:'2.l :-.eed U.S. $3.5 million in EQ.lJ;:tia..1 Pour-as,
additional to the .'56.85 million. and the $450,000 authorized,
respecti7ely in F':! 3C .:md· in FY 79, in order to finance the local
c..lrrencysupport. costs of the u.s. Consultants/Contractors•. These
costs will be incurred" in support of the following project
activities:

(1) feasibility studies of related subprojects including
plant diagnostics~- ,

(2) . the environmental consulting firm which will perform
diagnostics and feasibility studies for the environmental FOrtion
of the project~and,

(3) the architect/engineering services to implernentthe
capital subprojects. -

The conversion of u.s..Dollar. funds to Egyptian Pounds would
permit the timely, expeditousimplernentation of all aspects of the
Project~ There are considerable financial costs associated with
the in-country support of· U.S. consultants/contractors. The
Government of the Arab Republic of Egypt (A.R.E.) and affected
cornpaniesare budgeting Egyptian Pounds in support of local costs
which· are associated with the' Project, .namely the costs of local
subcontractors and the local costs of the capital subprojects.

The mission has considered the use of u.s.' owned. Egyptian
Pounds to finance these local currency costs. However, because of
the high level of activity in Egypt over the past three years all
U.S. owned local currency has been progranmed and there is none
available for this Project. The allocation' plan which was
subrnittedby the u.s. Embassy, did not include this Project.
furthermOre, if U. S. owned Egyptian Pounds were made available to
this Project, there would be an inevitable inflationary irrpacton
the Egyptian economy. which 'would probably prO'Joke a' corresponding
reduction in further A.R.E. disbursement against other priority
activities. .

BEST AVAILABLE COpy
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It is highly unlikely because of the present budgetary
constraints that the A.R.E. would terminate the agreements which
bind the parties to the Project~ However,. ~~e . most likely
resources. for the A.R.E., if required funds are not forthcoming
from AID,',vould be·· curtail new development initiatives. ~ 'This
action could seriously affect per-ding AID economic development
proposals.· - ~

Therefore, - in light of the aforementioned considerations and
given the fact that this Project is one of AID's roost important
initiatives in the. development/rehabilitation· of the Egyptian
industrial sector, we reconmend the conversion of the u.s. $3.5
million to Egyptian Pounds. 'Ibese Pounds will be restricted to
disbursements for in-country support of U.S •

.. consultants/contractors.
I;

."

BEST AVAILABLE COpy
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THIRD AMENDMENT
ro

PROJECT AUI'HORI ZATIo.\J '

NaIne of Country: Arab Recublic of Egypt Name of Project: Ir:dustrial'
Production Project

Number of Project: 263-0101,

1. Pursuant to Part, II" Chapter 4, Section 531 of the Foreign Assistance
Act' of 1961,' as amended, the' Inudstrial'Production Project ("the
Project") , for Egypt was authorized on August 30, 1978, and amended on May

, ,1,1979 and January ,,14,' 1980. That 'authorization, as amended, is hereby
further amended asfol).ows:.

"I author ize planned obligations for the Project of not to exceed One
HLmdred Sixty-Five-.-million United States Dollars. ($165,000,000), of
which up to $118,555,000 will be in. grant funds and up to ,$46~445,000
will be in loan fund~, subject to the, availability of funds in
accordance with the A.I:D. OYB/allo~nt process, to help in financing
the foreign exchange and local currency costs for the .Project. Of the

, in grant funds planned for obligation in EY 1981, not rore than Three
Million Five Hundred Thousand United States Dollars ($3,500,000) may
be utilized. to assist the Cooperating Country in financing local costs
required for the Project".

2. The authorization, as amended, cited abovererrainsin force except as
hereby amended.

Signature

Date M. Peter,M=Pherson
Administrator;

BEST AVAILABLE COpy
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sc (2) ~ PROJECT CHECKLIST

:.~~--: -.:, .~, :: ~.~ .::_~.. .:.. r~ s ta ~ u t'0'L."'Y Co ri t e ~ :-~ 3.p r 1i Cc:l b 1.~) ,::~·~n e r 31].~.: ~;,.: ;'. rc~: ,: c.:. t:.3

~.-~:~. :';.'.<".:::.:s ::l:i.d p:-oje,;;: criter:'a .:lppli::ab1.·~ to individual fU:lding
:::2,:::-:::CS: i;evelopmencAssi.:5C.:lnce (·,.;ith .:l subcacegory. fo~· criti:.:r:iii
a~?l!:::a~leo",ly to loans) ; and Economic Support Fund.

CROSSREFE~~~CES: ISCOD~TRY CHZCKLIST. UP TO DATE? Yes, see the FY 1981 CIP PAAD •
.' HAS STA..'tDARD ITEM CHECKLIST BEEN REVIEWED FOR .
nus PROJECT? Yes,.seePg. 7.

A. GENERAL CRITERIA FOR PROJECT

loFY 79 Apo. Act Unnumbered;· IT 80 ApE.
Act. Unnumbered; ; FAA Sec. 634Ai Sec. 653(b) i
(a) Describe how authorizing and appro-
priations Committees or Senate and House
have been or wi1I" be notified concerning
the project.; (b) is assist.ancewithin
(Operational Year Budg.et) country or
internat.ional organization allocation
reported t.o Congress (or not. more than
$1 million over tha t fi gure) ?

2. FAA Sec. 611(a) (1) • Prior to
obligation in excess oE$lOO ,000, will
thera be (a) engineeringi financial,
and ot.her plans necessary to carry out
the assist.ance and (b) a reasonably firm
estimate of the cost t.o t.he U.S. of t.he
assistance?

3. FA.A;, Sec. 611(a) (2). If further
legislative act.ienis required within
recipient count.rY,what. is basis for
reasonable expectation that such action
will be completed in time topermie.
orderly accvmplishment of purpose of
the assistance?

4. FAA Sec. 611(b); FY' 79 App. Act. Sec. 101;
FY 80 AOE' Act Sec. (501.) If for wat.er
or water-relat.edland resource construction,
has project met the standards and crit.eria
as per the Principles and Standards for
Planning Water and Related Land Resources
dated October 25, 1973?

Ca) A congressional.
~!otification'will be filed
for FY 1981 obligation.

(b) Yes

(a) Yes

(b) Yes

There· is .no further host
Countiy J"egislative action

. required.

Not Applicable.

". BEST AVAILABLE COpy
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s.. F.~.A Sec. 611(e). 1: pr:)jec~ :.S
capital assistance (~.g., con~:ru~ci0n),

and a:l.. U.S. ·assis.tanc~ for it ·,,;:,ti.. 2x~e-2d.".

~.~ ::.i::i~n. :~c.lS ~~s~:.~: .. !;;.·~~~c::~:_ '::(;:":.~~i...~ ..: Yes
. :a:~~ lcagi.:.;na1. ..\ss::"SCs,;tt ·.\~~Ll~ist:r=.l:'-0r.

:~k~n i~c~ ~Qnsidcrdti~n t~,e.coti~cryrs

c:lpability effectively :0 maintai:: .:1nd
~:iliz~ the ?rojecc!

-..,--.~ .._.
: . <,a • ':'

·6," FAA Sec. 209, Is ?rcj ectsusce;Jtib le
of execution as part of regional or mul
tilateralproject? If so why is.project
not soe~ecuted? Information and
conclusion~hetherassistancewill eneournge
·regionaldevelopme~t.programs.

7. FAA Sec, 601(30); Information and
conclusions whether~project.will encourage
efforts of the country to:· (a) increast:
the flow of internationalcrade i (b) foster
private initiative andC6mpetition;

. (c)encour3ge~developUlenc and use of
cooperatives. credit unions ,and silvings
and loan associations; (d) discourage
mcnopolisticpractices; . (e) improve
technical efficiency of industry. agri
culture. and commerce; and (f) strengthen
free· labor. Unions.:

8.· FAASec.601(b).. Information and
conclusion onhowprojecewill encourage
o.s. private trade and investment:
abroad and encourage private U.S. parti,..
cipatiou' in foreignassiscance programs
(including use. of private trade channels.
and:the-serv1ces, of U.s. private enterpri3e).

9. : PM S~c.· 612(b) ;S~c'''' 636 (h). Describe
steps taken to'· assure that •. to the maximum
e:tl:ent: possible,. the country 'is contributing
local currencies to meei:thecosc of
contractual imdother servicesj and foreign
currencies, owed by the· U.S, are. utilized
to meet- chi-cose. of contractual and other
servic.es:.; ,

BEST AVAILABLE COpy

'!his ptoject is not susceptible
for execution as a regional or
multilateraJ. project.

~ ".

TtE puxpose.ofthis project is to
improVe the institutianal capability
of the-·Mini.stty. of Industry. to
rationalize the industrial sector I

primarily its rrethod of allocating
resourc:es; and to improve the
capab:f.1;.ityofthe .'. Ministry of ..
Indtistl:y and·· the public sector.
induStrialcanpanies to plan. and .
ilnPl.etn¢n£projects. In addition, the
pro.ject proposes to· reduce detrimenta
envirQnm=ntal effects caused by
attt.a:i:n industrial' fil:ms._

The pr.:hrary source/origin, nationalit
desi~tial for .. the procurercent of·
goods and· services from· AID. ftmds.
'-'#.l1··J::e the united States. My
exceptions to this requirement .will
requi:P= prior approval. of AID.

Existing agreem;nts haVe requirerrents
tothi,seffect, and subsequent
arrendIrents will retain these
~ts.·

..



-.J-

.. 10. F.~';' Sec .. 612 (d). Does the u. S. Q~·;n··

.. excess foreigr. currency of the counc:ryanG,
if so, ':o1hat arrangecents have been r:'lade
:.~= its release?

ll.?~\. Sec. 601(~). !~·ill c:he pr0j~~c:

utilize comp~titive selecc:ionprcceJures·
for the a':o1arding cfcontraccs, except
':o1here applicable procurecent rules allc~

other':o1ise?

12. FY 79 App. Act, Sec. 608 i FY 80
App. Act Sec. (521.) If assistance
is for the production of any.commodity
for expor~,. is. the commodity likely
to be in surp1u&;on world markets at the
time the resulting productive capacity
becomes operative, and is such
as~istanc~ likely-to cause substantial
injury to U.S. producers of the same.
similar or competing commodity?..

B. Fu~DING CRITERIA FOR PROJECT

1. Development Assistance Project Criteria

a. FAA. Sec. 102(b); 111;113; 28la.
Extent to which activity will

I (a).· effectively involve the poor in
development, by extending access ·to
economy at local level, increasing
labor-intensive production and the use
of appropriate technology, spreading
investment out from· cities to small
~owns and rural areas, and insuring
wide participation of the poor in the
benefits of development: on a sustained
basis, using the appropriate U.S.
institutions; (b) help develop
cooperatives, especially by technical
assistance, to assist rural and urban

. peor to help themselves· toward better life,
and otherwise encourage democratic
private and local governmentalinstitu
tions; (c) support the self-help efforts

BEST AVAILABLE COpy

All .U. S-owned local currency has
teen prcgrarnred. None is
available for this project.

. Yes

Not Applicable.

Not AH;>licable.

77
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cfdeveloping countries; (d) promote
the participation of ~.;otlen in the national
~cono=i~s of developing countries an~

the i=prcvemencof wo~en's status; an~

(e) utilize and encourage regional
cooperation by de~~eloping countries?

b..FA.-\ Sec~ 103,1031\, 104, 105,106, 107.
Is assistance being made available:
(include only applicable paragraph ~hich

corresponds. to source of ' funds used.
If more than one fund source is used for
project, include relevant paragraph for
each fund source.)

; ;

(1) [103] for agriculture, rural
development ornp~rition; if so (a) extent
to which activity is specifically
designed to increase productivity and
income of rural poor;·- [103A] if for
agricultural research, full account
shall be taken of the needs of small

. farmers ,and extensive use of field
t.est.ing to adapt basic research to local.
conditions shall be made; (b) extent
to which assistance is used in coordi- .
nat.ionwith programs carried out under
Sec. 104 to help improve. nutrition of
the people. of developing countries through
encouragement of increased production
of crops' with greater nutritional value,
improvement of planning, research, and
education with respect to nutrition,
~~rticu1arlywith reference to impro
ve~nt and expanded use of indigenously
produced foodstuffs; and the undertaking
of pilot or demonstrat~onprograms
explicitly addressing the problem of

. malnutrition of poor and vulnerable
people; and (c) extent to whic~

activity increases national food
security by improving food policies
and management and by strengthening
national food reserves,. with particular
concern for the needs of the poor,
through measures encouraging domes tic
production, building national food

BEST AVAILABLE COpy
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reserves, expandittg available storage
facilities, reducing ?ost harvest foed
losses ;,:mdit:l.provingfood distribution.

r,-"_).. r,lQil. t= - .- to. - 1 •_ .or pQpu:a Lon p_annlng
~::~~t" 52':" lO!..(O) C~ _he~lch -unde.::-
SeC. lO~(c); if so, Ca.) extent to which
act:vi':;.' e!!'.phasi:es lc~.,r-cost, integrated
delivery systeos for health, nutriticn
andfami1y .planningfor the poorest people,
with particular attention to the needs
of mothers and young children, using
paramedical and auxiliary medical personnel,
clinics and healtl1 posts, commercial
distribution systems and other modes of
community research.

(3) (1051 for education ,_ pub lic
ad::rlnistration, or human resources develop
ment; if so, extent to which activity
strengthens nonformal..education, makes
formal education more relevant, especially
for' rural families and urban poor, or
strengthens management capability of
institutions enabling the poor to parti
cipate- in development; and (b.) extent
to which assistance provides advanced
education and training of people in
developing countries in such disciplines
as are required for planning and imple
mentation of public and private development
activities.

(4) [106] _for technical assistance,
energy, research, reconstruction, and
selected development problems; if so, 
extent activity is: (i) (a) concerned
with data collection and analysis, the
training of skilled personnel, research
on and development of suitable energy
sources, and pilot proj ects tc? tes t new
methods of energy prodtiction; and
(b) facilitative of geological and geo
physical survey work to locate- potential
oil, natural gas, and coal reserves and to
encourage exploration for potential oil,
natural gas, and coal reserves.

BEST AVAILABLE COpy
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Not.'Ar;:plicable •

Not Applicable.

Not Applicable

Not Applicable.
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(ii) technical cooperation and development, ,
especially with U.S.pri'laceand voluntary,
or regional and i::cernational development,
crganizaticns;

(iii) research into, and evaluation of,
, economic development processes and techniques;

(iv) reconstruction after natural or mamr..ade
disaster;

(v) for special devel.opment, problems~ and '
to enable proper.utilization of. earlier
u.s. infrastructure, etc., assistance;

; .
(vi) for programs of urban development,
especially small labor-intensive enterprises,
marketingsystems~ and financial or other
institutions to help urban poor participate
in economic and socia~development.

c. [107] is appropriate effort placed on
use of appropriate technology? (relatively
smaller, cost-saving, labor using techno
logies that are generally most appt:.opriate
for the small farms, small businesses,
and smll incomes of the poor.)

d. F.A.A Sec. 110(a).Will the recipient
country provide at least 257. of the costs
of the program, proj ect, or activity
with respect to which the assistance is
to be furnished (or has the latter cost
sharing requirement been waived for a '
~'relativelyleast developed" country) l'

Not Applicable.

Not ~Z\pplicable.

Not Applicable.

Not Applicable.

Not Applicable~

Not Applicable.

Not Applicable •

e. FAA Sec. 110(b).'Will grant capital
assistance be disbursed for project over . Not-Applicable.
more than 3 years? ' If so, has justifi-
cation satisfactory to Congre;is been made,
and efforts for other financing, or is the
recipient country Ifre~atively least developed"?

....,...,.,. t,"...-_...
; ~ ;; - . j: -

f. FAA Sec. 2al(b). 'Describe extent to
which program recognizes the particular
needs, desires, and capacities of the
people of the country; utilizes the country's

BEST AVAILABLE COpy
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intellectual resources to encourage 
irtstitutionaldevelopment; and supports
~ivileducat-icn acd ==3ining in skills
=equired for effective participation iri
;overn~ental processes essential to
self-government.

g. FAA Sec. 122(b). Does the activity
_gi·...e reasonable promise of contributing
to the development of economic resources,
or to the increase of productive capacities
and self;"sustaining economic. growth? .

Not Applicable.

2. Development Assistance! Project Criteria (Loans Onlv)
;; ,

a. FAA Sec. l22(b}•. Information and
conclusion oncapacity~of the country
to repay the .loan, at a reasonable rate
of interest.

b. .FAA Sec. 620 (d) •.. If assistance is for
any productive enterprise which will compete
wir:h U-. S. enterprises, is there an agreement
by the recipient country to prevent export
to the U.S. of more than 20% of the
enterprise's annual production during the
life of the loan?

Not Applicable •

Not Applicable.

b. FAA Sec. 53l(c). Will assistance under
this chapter be used for military,. or
paramilitary activities?

a. FAA Sec. 53l(a). Will this assistance
promote economic or political stability?
To the extent possible, does it reflect the
policy directions of section 102?-

_.----...-
- - -

3. Project Criteria Solely for Economic Support Fund

(a) Yes. This project will .
prarote the efficient, econanic
production of· goods/services
and iIrprove .the· quality _and· .
quantity of priority products.
Consequently, a reduction in
~t: requi.reIrents. and decrease

. unemployrrent. Arrerican private
enterprise will l:e greatly
involved.-

5C(3) - STANDARD ITEM CHECKLIST (b) NO.

Listed below are statutory items which normally will be covered routinely
in those provisions of an assistance. agreement dealing with its implemen~

tation, or covered-in the agreement by imposing limits on certain uses of
funds. .

BEST AVAILABLE COpy
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These. itetlS are arranged under the general headings of (A) Procurement,
(B) "Cons truction, , and (C) Other Restrictions.

, . ~'. :.' .:

1. F.;"\· Sec. 602. Are there arrangements
tOJpermit U.S. small business to participate
equitably in'the furnishing of commodities
and services financed?

2. FAA Sec. 604(a). , Will all procurement
be from the U.S. except as ,otherwise
determined by thePr~sident or underdelega
tion from him? '

3. FAA Sec. 604(d). If the" cooperating
country discri~nates against U.S. marine
insurance companies, will commodities be
insuredia. the United States against marine
risk with a company or companies authorized
to do marine insurante business in the U.S.

4. FAA Sec. 604(e)., If offshore procu
rement of agricultural commodity or product
is to be, financed" is there provision
against'such procurement when the domestic
price of such commodity' is less than'
parity?

5. FAA Sec. 603 Compliance with
requirement in section 90l(b) of the Merchant
Marine Act of 1936, as amended, that at
least 50 per centum of the gross tonnage of
commodities (computed separately for dry
:bulk carriers ,dry cargo liners, and ,tankers)

. financed, shall be transported on privately
owned U.S.-flag commercial vessels to the
extent that' such vessels are available
at fair and reasonable· rates.

6.' FAA Sec. 608(a).: Will U~S. Government
excess personal property be utilized
wherever practicable in lieu of the procu~

rement of' new items? .

7. FAA Sec. 621.' If technical assistance
is financed, to the fullest extent
practicable will such assistance, goods
and professional and' other services ,from
private enterprise, be furnished on a

BEST AVAILABLE COpy

Yes, procurement will 00 done
in' 'accordance with AID
regulations.

Yes.

Yes.

There' will I::e no' such.
procurerrent.

Yes.

Consideration will l:e given to
the use of, excess property when
practical.,

Technical assistance will, I::e fre
private enterprise on acc::rrq::eti~

tive contract basis. It is not
c:cntemplated that the facilitie~
of other federal agencies: will
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contract basis? If the facilities ofot~er

Federal ag~ncies will be utilized~ are
they particularly suitable, .notcompetitive
with private enter?rise, and made'
available ~.;ithout ur.due interference'
~i:h dccestic progracs?

8. International Air Transport. Fair
Co~petitive Practices Act, 1974.
If air transportation of persons or property
is financed on grant basis, will provision
be made that U.S.-flag carriers will be
utilized to the extent such service
is a.vailab le ?:

9. IT 79 App. Act., Sec. 105; IT 80 App.
Act Sec. (505~li Does the contract for
procurement contairi a provisionauthori
zing the termination of such contract for
the convenience-of the United States?

B. Construction

'1. FAA Sec. 60l(d). If a capital
(e. g.,_ construction) . project, are engineer
ing and professional services of U.S •. firms
and their affiliates to be used to the
maximum extent.consistent with the
national interest'?

2. FAA Sec. 61l(c). If contracts for
const.ruction are to be financed, will they.
be let on: a competitive basis to maximum
extent practicable? .

3.. F.\A Sec. 620(k). If. for construction
"of productive enterprise, will aggregate value
of assistance to be' furnished by the U.S.
not exceed $100 million?

C. Other Restriction·

l:e utilized.

Yes.

Yes.

Yes •.

Yes.

Yes.

-
1.. FAA Sec. 122(b). If development loan,
is interese rate at least 2: per annum during' Yes.
gra.ce period and at least: 3% per annum' thereafter?

BEST AVAILABLECOPY
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_. ?.'-..:... ::;6·':. 301(..:1). If fund. is established
501;;1)" by V. S. c~nt!'ibution~andadministered Not Applicable.
by an in:ernational organization I does Compt!'ol-
:~:- Ge:-.·=:" 3.1 , ~.n'."'~ -·2'..!ci ~ _~:.,,.:,:' t's?

J. 7AA 5ec.~:G~~), J; d==3ngecencs exist
:0 insur2tb.:.;t;...~i.:2d States foreign aid is
net used in a canner which, ~ontrary to the
~2S: ~~=~re~ts of :il~ Uniced' State~,
promotes or assists the foreign. aid
projects or a~tivitiesof the Communist
bloc countries?

4. FAA Sec. 636(i). Is financing not
permitted to be uSed. without waiver, for
purchase, sale, .longterm lease, exchange
or guaranty of ~otorvehicles manufactured
outside the U.S.?

--5. Will arrangements preclude use of fi
nancing: ..

. a. FAA Sec. 104( f)~ To pay'for perfor
manceofabortionsasamethod of family
planning or to, motivate or coerce persons
to practice abortions; to pay for perfor
mance of involuntary sterilization as a
metnodoffamily planning,or to coerce
or provide financial incentive to any
person to undergo sterilization?

b. FAA Sec. 620(gl.. To compensate owners
for expropriated nationalized property?

c. FAA Sec. 660. To provide training
or advice or provide any financial support
~or police, prisons, or other law enforce
mentforces, except for narcotics programs?

Existing Loan and Grant
F.gI'eA-rrents contain such provisic
and subsequent amendIrents· will
retain the same.

Financing is not pennitted for
such pm:poses, wi.thout A.I.D.
waiver.

Yes.

Yes.

Yes.

d. FAA Sec. 662. For CIA activities? Yes.

·':;.' .

e. IT 79 App .. Act, Sec. 104;' IT 80 App.
Act Sec •. (S04.} To pay pensions, etc.,
for military personnel?

f. FY 79 App. Act, Sec. 106; IT 80 App.
Act. Sec. (S06.] To pay U.N. assessments?

BEST AVAILABLE COpy

Yes.

Yes.
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g. IT 79 Aoa. Act, Sec. 107i IT SO App.
A.::t • SeC. r507. 1 Toearr)' out provisiC'l".s
: .... '~... A.J... sac::'on 2C9(d) ?. (T::"a.ns:~r of -:::1_;
~',:::~s ~o ~t::ltila~eral organizations rOt"

:e:1cing. )

':. '"iY 79 Apo. Act, Sec .112 i IT 80 Apo.
'Act: Sec. [511.)' To finance the export,,·
of nulcear equipment,fuel,or technology"
or'to train foreign nal:ionalsin nuclear
fields? '

i. IT 79 App.Act, Sec. 601; IT 80ADp.
Act Sec. [515. J To be used for publicity
or propaganda purposes' within U.S. not
authorized by Congress?

BEST AVAILABLE COpy

Yes.

Yes.

. Yes.
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ANNEX F

SUB-PROJECT DESCRIPTIONS AND IMPLB~ENTATIGN SCHEDULLS

I~ Sub-ProjectL~plementationSchedule - Comclex Industrial Plant.
:·:ace:::1izations

rt.CausticScda - AOSCO ($19.146 million)
Replacement of Caustic Soda and Chlorine Derivates Plant.

II. Sub-Project Implementation Schedule - Simple Industrial· Plant
Modernizations

B. Refractories ~ ECR ($19.132millionl .
Replacement & renewa-l of low-alumina refractory production lines and
development of production for high-alumina refractories & monolit.hics.

A. Steel Pipes - El Nasr Pipes ($9.830 million1
Addition of a longitudinal -weld pipe mill to produce high-quality pipe
for. use by the oil industry in Egypt.

1. USAI~ Approval of Sub-project
2. Advertise for·Licensor
3. Licensor & Consultant Contracts Signed
4. . Issue IFB' sfor Procurement Packages
5. Seiect. Equipment Suppliers
6. Civil Construction COmpleted.
7. Plant Erection Completed
8. Plant Start-up and Test.

April 1981
May 1981
August 1981 ..
March 1982
July 1982··
July 1983
July 1984
October 1984

April 1981
May 1981
August. 1981
January 1982
May 1982
March 1983

'March 1984
June 1984

USAID Approval of Sub-project
Pre-bid Conference for Consultant/Licensor
COnsultant/Licensor Contract Signed
Issue IFB's f9r Procurement Packages
Select Equipment Suppliers
Civi~COnstructionCompleted

Plant Erection Completed
Plant start-up and Test

1 •
2.
3.
4.
50.
6.
7.
8.

',j
, 1
"1

1

·:i
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: ~

J
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I
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~ 1
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B. Clay Pipe - SORNAGA '$9.6 million}
Replacement, renewal and increasing the capacity of production of clay
sewer pipes •.

. .. ~

t,- ,
.""·1
;1

.' i

)1
,J
.. '1
- !

. i
i

1., ..
2.
3•
4•
5.
6.
7.

1.
2.

USAID Approval of SUb-proj ect .
COnsultant COntract Signed
Issue IFB's for Procurement Packages
Select Equipment Suppliers
Civil Construction Completed
Plant Erection COmpleted
Plant start-up and Test

. USAID Approval. of Sub-proj ect
Consultant Contract signed·

June 1981·
July 1981
October 1981
January 1982
October 1982
March 1983
May 1983

July 1981
October 1981

BEST AVAILABLE COpy
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3.
4.
S.
6.
7.

Issue IFB's for ProeurementPackages
Select Equip!:l.ent S'':i:'pliers
civil Construction Completed
Plant Erection Completed
Plant Start-up and Test

March 1982
July 1982
July 1962
December 1983
February 1984

c. Food Processing - KAHA ($9.5 million)
Modernization of four fruit and vegetable canning lines •

.~
"

.. :J
'" I-,

i
f
1
f

--J
I
I

1. USAID Approval of Sub-project
2. consultant COntract Signed
3~ Issue IFB·s for Procurement Packages
4. Select Equpment Suppliers·
5. Civi~ Cons:tructionCompleted
6. Plant Erection Completed
7. Plant Start-up and Test

September 1981
November 1981
February 1982
June 1982
October 1982
June. 1983
August 1983

F. Starch/Yeast - ESYDC ($5.0 million)
Replacement of units for starch and yeast production.

E. -Rebar -, National Metals ($9.5 million)
Installation of melting and billet casting equipment and modernization
of rebar rolling lines.

D. Food Processing - E:DFINA ($7 .0 million )
Installation of can-handling equipment, a bOiler and modernization ofa
tomato paste canning "line.

November 1981
January 1982
May 1982

September 1981
October 1981
December 1981
April 1982
October 1982
May 1983
August 1983

September 1981
~ovember 1981
February 1982
June 1982
October 1982
June- 1983
August'1983

1. USAID Approval of Sub-project
2.' Consultant Contract signed
3. Issue IFB's for Procurement Packages

1.. USAID Approval of' Sub-project
2. . Consultant COntract Signed
3. Issue· IFB' S' for' Procurement Packages
4. Select- Equipment Suppliers
5. Civil Construction 'COmpleted
6. Plant Erection Completed
7. Plant start-up and Test

.r. USAID Approval of Sub-project
2. Consultant Contract Signed
3. Issue IFB·s for Procurement Packages
4. Select Equipment Suppliers
5. civil Construction-Completed
6. Plant Erection Completed
7. Plant start-up and Test
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4. select Equipment suppliers
5. Civil Construction Completed
6~ Plant Erection Completed
7.Plal'lt 'Start-up and-Test

september 1982
January 1983
september 1983
December 1983

G. Sand Beneficiation ($8.5 million)
Improvement of raw material to be used for glass production.

III. Sub-Proje~ Implementation Schedule'-' Direct Equipment
Procurements

c. Kaolin - Sinai Manganese t$3.0 million)
Equipment formininq bigh quality kaolin ore in Sinai. '

December 1981
April 1982
June 1982
June 1983

September 1981
January 1982
May 1982
May 1983

January 1981'
March 1981
August 1981'
June 1982

May 1982 .
August 1982
January 1983
May 1983
June 1984
March 1985
June 1985

1. OSAID Approval of Sub-project
2. Issue IFB's for procurement Packages
3. . Select Equ.ipment suppliers
4. . Plant Start-up and Test·

1. USAID Approvu of Sub-proj ect
2. IssueIFB's: for· Procurement ~ackages

3. . Select·Equipment· Suppl~ers
4. Plant Start-up and Test

1. OSAm Approval of Sub-proj ect
.2. Issue IFB' s for Procurement Packages
3. Select Equipment Supppliers
4. Plant. start-up and Test

B. Sut - ENSC ($4.8 million)
Replacement and renewal of salt crushing and refining facilities at
EIMex.

..
A. Tires - TRENCO ($7.745 million)
Modernization of tire and tube production facilities' and balancing
of·· plant output.

1. USAIDApprovalofSub-projeet
2. Consultant Contract Signed
3.. Issue IFB's for ~rocurement ~acka9'es

4. Select Equi~ent··suppliers
5. Civil Construction Completed
6. ~lant Erection Completed
7. Plant start-up and Test

: I
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C.paper cartons - Sima Paper (S4.0million)
Equipment for coating paper to be used for making paper cartons.

E. Glass Tumblers - ElNasr Glass ($5~O million)
Equipment for prodUc:1:ion of glass t\Jmblers in old factory at shoubra.
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1. UsAID Approval of Sub-project
2. Issue IFB's for Procurement Packages
3. 'Select Equipment Suppliers
4. Plant Start-up and Test

; ;

1. USAIDApproval of Sub-project
2. Issue IFB's for Procurement Packages
3. Select Equipment Suppliers
4. P1antStart-up and Test .

.'

November 1981
March 1982
Hay 1982
May 1983

December 1981
April 1982
June 1982
Jtine 1983
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* Based on ANNEX F - IMPLEMENTATION PLANS

. LOP EXPENDED EXPENDITURE PROJECTIONS
FUNDING TO DATE FY 81 FY 82 FY 83 FY 8£1· FY 8~---

(6/30/81)
TRAINING 2,000 45 500 700 500. 25~', 0

TECHNICAL ASSISTANCE 8,226 4,794 989 2,443 0 '0 0- -_.-
1. Consultant-General -.

Costs and Feasibility 4,556 '. 4~000 356 200 0 ·0 0

2, Management. 2,070 737 333. 1,000 0 0 0

3. Environment 1,600 57 300 . 1,243 0 0 0

POLLUTION CONT. SUPROJEC'fS 24,400 0 650 1,850 19,000 ~~£>~ 0

capital EqUipment
---

1. 20,400 0 650 1,350 16,000 2,400 0

2. Services 4.,000 0 0 500· 3,000 500 '0

EVALUATION 200 0 200 0 .0 0 0

EQUIPMENT AND VEHICLES 600 206 200 194 0 0 0

SUBPROJECT RELOAN &
REGRANTS' 129,574 0 3,624 50,950 60,700 10,800 3,500

1. Capital Equipment 95,400 0 2,350 37,450. 45,500 7,100 3,000

2. International Freight 12,000 0 800 5,200 5,500. 500 0

3. SerVices· 22,174 0 474 8,300 9,700 3,200 500

TOTAL 165,000 5,045 6,163 56,137 80,200 13,955 3,500

Annex G'
Industrial Production Project

LOp·FundingVersus Expenditure Projections ~

A.

B.

F.

!
I

I
",
l

. !
i
!

,j
!

BESTAVAILABLE Copy

" ,



To:

From:

Thru:

Near East Advisory Cornmi~tee

Project Review Committee

Selig A. Taubenblatt, NE/PD

Su~ject: Industrial Productio~ Project Affi2r.dnent
AID Project No. 253-0101

(:?P)-III;

A Project Review Committee (PRe) meeting was held Friday, July
17, 1981, to revie~ the subject Mission approved project Paper
(PP) and identify pertinent issues for NEAC consideration. The_
following issues will be discussed at the NEAC review for this
proposed project amendment on Thursday, July 23, 1981, at 9:30
a.m. in Conference Room 6439.

(A) Public VS Private Sector

ISSUE: A question' has been raised as to whether A. I .D. should
increase its financial support to IPP. This issue was raised
by the AID Administrator in March 1981 during USAID Director
Brown's visit to ·Washington. In considering this the issue
USAID justified an amendment to the IPP on the following basis:

The Mission's strategy support's Egypt IS transi tion toward a
more market oriented economy through increasing productivity
where the impact will be the greatest. The industrial sector,
which the public sector predominates, pro.vides the greatest
potential gains because:

1. the existing capital stock is rundown and
rehabilitation/renovation generally gives a high rate of return;

2. an increase in the capi tal stocks, where there is a
history of overstaffing, increases the productivity of both the
existing workers and those newly productively employed;

3. backward and forward linkages to industr ial investment
provide mUltiple investment and employment efforts; .and

4. this sector is probably the key to Egypt's future
ability to provide productive jobs for an increasing number of
entrants into the larbor market.

Recommendation: The PRC agrees with the Mission's position. If
AlDis to have any influence in Egypt's industrial sector and
assist the GOE achieve its mixed economy objective it must
maintain its involvement in the public sector assisting the GOE
pursue its industrial development objectives at the controlled
pace desired and concurrently assist the GOE develop the tools
and skills necesssary to understand and make the transition
from a public to private sector orientation.

./
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(B) Project Performance

ISSUE: It has been three years since the original project was
ocligated. The implenentation of two of the four major project
elements , training and environment improvement assistance, has
yet to begin. Contracts bet-ween the General Organization for
Industrialization (GOPI) and the American University in ·Cairo
(AUC) for training services and GOPI and Weston International
for pollution abatement technical services, have not been
executed even though each were selected competitively more than
a year ago. Considering the time that has elapsed since
project obligation only limited implementation activities have
been undertaken for the technical and capital assistance
proj ect elements. Only about 7% of the loan/grant proceeds
have been sub-obligated (although four sub-projects totalling
$55.2 million hav~ been approved) and that has been primarily
for advisory services and feasibility/diagnostic studies. Of
equal importance is the inabili ty of the GOE to address key
decentralization issues which are fundamental to the success of
IPP. The GOE has had from 1973, with the announcement of their
decentralization of public sector policy to address the many
and varied issues associated with the decentralization of the
Egyptian economy. However, optimism has evapora ted for near
term significant improvements in the GOE I S treatment of
subsidies, decontrol of industrial pricing, rationalization of
input pricing and interest rate policy, company tax reform,
lifting of restrictive employment policies, etc. As indicated
in paragraph 1.04 of the PP itself, controls in these areas
have actually taken a turn for the worst as the GOE attempts to
control inflationary surges in its economy. The PP indicates
that the major implementation problems have or are about to be
resolved and that significant legislation is about to be
submitted to the People's Assembly to address decentralization
issues. However, in light of the fact that the imminent
resolution of all of the above issues has been promised for
more than a year by the GOE, the - PRC' s opinion is that it is
highly possible tha t implementation problems will continue to
impede project progress. Therefore, we must ask the question:
Is there enough evidence at hand regarding the willingess and
ability of the GOE to implement the existing project to support
additional funding for a project whose purpose may be difficult
to carry out in a reasonable amount of time?

Recommendation: The PRC agrees wi th the PP posi tion that AID
should continue to assist public sector enterprises to increase
the productivity of existing labor and capital in Egypt.
However, the indecisive actions of both the Ministry of
Industry and GOPI together wi th the GOE' s slow progress in
opening the economy are contrary to attaining these
objectives. The PRC feels that there should be more
demonstrated progress in addressing the above proble~s.
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The following actions should be made condi tions precedent to
disbursement for sub-projects to be financed by this add-on.

1. An executed contract between GOFI and Weston for consulting
services required for carrying out tte technical a~alysi5

and implementation of environmental subprojects.

2. An executed and USAID approved contract between GOFI and
AUC or other qualified training contractor for services
required for the development of a training plan and to
conduct training with primary emphasis on project analysis
and project management.

The PRC also recommends that a covenant be included in the
Grant Agreement in which the Grantee agrees to pursue a policy
of decentralization and allow for consultation between the
Grantee and AID; on the progress achieved by the GOE in
resolving those decentralization issues (i.e. elimination of
subsidies and restrictive labor rates, rationalization of input
pricing and interest rates, company tax reform, etc.) that have
an impact on the achievement of IPP goals.

(C) Project Evaluation:

ISSUE: In a May 1981 meeting regarding this subject the AA/NE
noted that an evaluation ofIPP would be performed in the fall
of 1981 and that judgement on whether or not the subject add-on
would precede the evaluation would be made after receipt and
review of the PP.

Recommendation: In light of the fact that the proposed
evaulation will not be IPP specific but rather an intensive
review of our broader experience in public sector industry
investment, the PRC concludes that the evaluation not
necessarily precede consideration of the funding of this
add-on. In addi tion, the PP should provide an outline of the
scope· of the proposed evaluation, its relationship to the
on-going industrial sector assessment and its implications for
the IPP.

~."".!' ;,.:.~-
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Memorandum November 6, 1979

TO Near East Advisory Committee

THRU NE/PD, Selig A. Taubenblatt

FROM Project Review Committee~

SUBJECT: Issues Paper: Egypt - Industrial Production,
Project 263-0l0l~

At the October 31, 1979 Project Review Committee (PRC)
meeting, the following issues were identified:

1. ....subsidies. The original Grant/Loan Agreement con
tain~d a special covenant to the effect that the GOE
" ... agrees to pursue its long-term policy of eliminating
subsidies that hinder the development of the,industrial
sector •.. and take(s) into account A.I.D. 's observations on
this subject as a part of a continuing dialogue on the
development of the industrial se!=tor." The Project Paper
amendment (page 21) states that USAID has requested a
written report from the GOE describing the Government's policy
for eliminating subsidies and the progress to date on implementing
this policy. If this report is not received before
this Agreement is scheduled to be signed, the submission
of the report will be made a condition precedent to dis
bursement in the Agreement. The PRC questioned whether a
condition precedent requiring submission of a report was
sufficient to bring about the desired changes, or if more
stringent conditions should be required.

Recomrnrnendation: The PRC reco~~ends that this be a major
point in the negotiation of the Grant Agreement with the view
to agree on specific steps to be taken by the GOE to eliminate
subsidies. These agreed upon actions could then be incorporated
in the Agreement as first or second conditions precedent, as
appropriate. However, in view of the other economic reform
measures that the GOE is being pressed to adopt by the IMP,
A.I.D. may have to be prepared to accept somewhat less than
the agreed firm actions to be taken at this time.

2. Recrants to finance environmental canital eauioment.
Approxi~ately $11.9 million of grant fund~ will be ~ade available
to approved applicant firms on a regrant basis to finance
environmental capital equipment. This is consistent
with the FY 78 project paper. However, some of the appli
cants mav be able to use this ecuioment for revenue-oroducinc... - - ..,
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ventures by recovering and reprocessing valuable by-products
currently lost as a cost of polluting. Furthermore, it is
possible that the relatively sophisticated modern equipment
supplied would stand a better chance of proper maintenance
and operating procedures over the longer run if the funds
were provided on a sub10an basis. Funds for all other subproject
capital equipment will be on the basis of re1oans.

Recommendation: That the criteria fo~ approving applications
include a review of the revenue-producing potential of the
proposed en~ironment related equipment, and that this be
weighed in deciding whether the funds should be made available
to the applicant as a sUbgrant or sub1oan. The criteria for
selecting and approving applications for funding of environ
menta~'capital equipment should provide for careful evaluation
of the' applicant's operational and maintenance capabilities.

3. Funding .. The total authorized amount of $70.0 mil ($46.445
~il loan and $25.555 mil grant) has been obligated as of the end
of FY 79, although no disbursements have been made to date.
Of the additional $25 mil proposed amendment, the Mission intends
to obligate only $15 mil at this time to cover additional con
sultant costs and expanded environmental work. The other S10 mil,
intended to eventually replenish the fund for sUbproject capital
improvements, will probably not be obligated until FY 81, although
the Mission wishes to retain the option of a FY 80 obligation
if the project proceeds more rapidly during the coming months.

Recommendation: Although it is difficult to precisely track
the proposed increases in funding, the PRe tends to concede to
the Y1ission ' s judgment the capability to expend the funds at a
reasonable rate.

4. Training. There are several training projects
currently being proposed or implemented in Egypt, inclUding
Middle Management Training, Business Management Training,
and the training components of the DIB and PIEF p~ojects.

The project paper amendment does not, however, provide much
information as to how these programs interrelate. Neither
does it describe in much detail the training component of
this project, i.e., what manpower analysis will be con-
ducted to determine the target group of trainees, the subject
matter of the training and how it will be developed, or how
the prcgram will be i~p1emented - but neither did the o~iginal

PP. A scope of work currently being reviewed by a short list

BEST AVAILABLE COpy
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of prospective training consultants provides some answers to
these questions.

Recommendation: That the Mission review the various training
programs to assure that overlap is avoided to the maximum
extent possible. Based on the scope of work, the A.I.D.jW
PRe will expand the training section of the PP amendment.

~EjPDjE:SStalla:acw:llj06/79




