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MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE 

SUBJECT: Arab Republic of Egypt - Program Loan 

Attached f o r  your review are  recommendations f o r  authorizat ion 
of a loan t o  t h e  Government of t h e  Arab Republic of Egypt, 
i n  an amount not t o  exceed ($80,000,000) eighty mil l ion do l l a r s  
t o  finance imports of ag r i cu l tu ra l  and i n d u s t r i a l  machinery, 
equipment, spare p a r t s ,  and o ther  e s sen t i a l  commodities and 
re la ted  services.  The loan is needed t o  a s s i s t  t h e  GOE i n  i t s  
program t o  u t i l i z e  the  f u l l  production capacity of ex is t ing  
i n d u s t r i a l  en terpr i ses  and t o  provide ag r i cu l tu ra l  inputs 
e s sen t i a l  t o  increase ag r i cu l tu ra l  production. 

This loan proposal is  scheduled f o r  consideration by the  
Development Loan Staf'f Committee on Monday, December 30, 1974; 
please note your concurrence o r  objection is requested a t  the  
meeting. I f  you a re  a voting member a p o l l  sheet has been 
enclosed f o r  your response. 

Development Loan Committee 
Office of Development 

Frogram Review 

Attachments : 
Summary and Recommendations 
Pro jec t  Analysis 
ANNEXES 1 - 7 
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PAAD Arab Hepublic - o f  Kgypt Commodity F i n a o i n ~  Standard Procedure 

( a )  Repayment i n  United S t a t e s  d o l l a r s  i n  no more t h a n  f o r t y  (40)  years  a f t e r  
t h e  f i r s t  disbursement, including a grace  per iod o f  not  t o  exceed t e n  (10)  years .  

( b )  I n t e r e s t  i n  US d o l l a r s  of two percent (2%) per  annum dur ing t h e  grace  pe r iod  
and t h r e e  percent  (3%)  per  annum t h e r e a f t e r .  

( c )  Procurement with loan funds from t h e  United S t a t e s .  

( d )  Such o t h e r  terms and condi t ions  as A I D  may deem adv isab le .  

Loan Committee 

Chairman : S. A. Taubenblat t ,  NEsA/CD 
Loan Off icer  : J . Evans, NESAICD 
Country Desk: J. Roberts,  NESAIMEA 
Program : S. Levine, NESAIDP 
Legal : M. Kitay,  GCINESA 
Legal : T. Car te r ,  GC/SER 
Procurement : R. Richardson, SERICOM 
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AID-DLC/P-206'1 
December 1974 

I. EGYPT: ECONOMIC BACKGROUND 

Over t h e  p a s t  decade, t h e  Egyptian economy has encountered consider-  
a b l e  economic d i s r u p t i o n .  The mid-1960's through t h e  e a r l y  1970's  
w a s  a per iod of s t agna t ion  i n  economic growth. The per iod  was 
marked f i r s t  by t h e  economic impact o f  t h e  Yemen C i v i l  War, then  
by t h a t  of t h e  1967 war. There has been some economic recovery i n  
t h e  l a t e  196o1s,  but  s i n c e  1970 growth slowed down again  as defense  
and debt  burdens mounted, unemployment and underemployment grel.r and 
ne t  c a p i t a l  inflows dec l ined  t o  near ly  zero.  The imbklance i n  
Egypt's external. account has a l s o  been a dominant c o n s t r a i n t  i n  
recen t  years .  The balance o f  payments problem r e s u l t e d  from r a p i d l y  
growing import requirements i n  t h e  f a c e  of slow growth i n  t h e  volume 
of expor t s ,  heavy debt  s e r v i c e  requirements,  and inadequate f o r e i g n  
exchange r e s e r v e s .  

The Egyptian economy emerged from t h e  October 1973 w a r  with r e l a t i v e l y  
l i t t l e  phys ica l  damage, except f o r  t h e  Suez Canal a r e a .  A g r i c u l t u r a l  
production was l i t t l e  a f f e c t e d  and t h e  d i v e r s i o n  of i n d u s t r i a l  pro- 
duc t ion  towards m i l i t a r y  needs w a s  apparent ly  marginal .  There was a 
temporary drop i n  tour ism,  but  t h e  p r i n c i p a l  d i s l o c a t i o n  t o  economic 
a c t i v i t y  appears t o  have been due p r imar i ly  t o  t h e  slowdown i n  commercial 
shipping t r a f f i c .  

Despi te  a 25% i n c r e a s e  i n  expor t  earnings  (due p r imar i ly  t o  improved 
co t ton  p r i c e s )  and l a r g e  new g r a n t s  i n  a i d  from o i l  e x p o r t e r s ,  Egypt 
has been unable t o  import t h e  volume of non-food imports it has 
imported i n  t h e  pas t .  I n  1973 imports of wheat a lone  were $400 m i l l i o n ,  
nea r ly  t r e b l e  wheat imports a year  e a r l i e r ,  pe rmi t t ing  a r i s e  I n  o t h e r  
imports of only 4%. Import p r i c e s  r o s e  25-30% i n  1973. Thus Egypt 
has been a b l e  t o  import l e s s  o f  t h e  c a p i t a l  goods and r a w  m a t e r i a l s  
necessary t o  s u s t s i n  c u r r e n t  a g r i c u l t u r a l  and i n d u s t r i a l  product ion,  
l e t  a lone t o  permit  economic growth. 

Durlng t h e  pas t  y e a r ,  t h e  Government has taken a number of measures 
t o  in~prove t h e  economic c l imate .  I n  p a r t i c u l a r ,  s t e p s  were t aken  
t o  jrnprove t h e  prospects  f o r  development of Egypt 's  p r i v a t e  s e c t o r ,  
t o  r a t i o n a l i z e  a l l o c a t i o n  dec i s ions  i n  t h e  publ ic  s e c t o r ,  and t o  
improve t h e  investment c l imate  f o r  p o t e n t i a l  f o r e i g n  i n v e s t o r s .  The 
environment of uncer ta in ty  i n  which t h e  l i m i t e d  p r i v a t e  s e c t o r  had 
been o p e r s t i n g  has been changed by both  words and deeds of t h e  
tioverrment, g iv ing  r i s e  t o  a new sense  of optimism among p r i v a t e  
s e c t o r  entrepreneurs .  There i s  a new awareness of t h e  need t o  over- 
I1au.1 and : ; i~np l iCy  t h e  s t r u c t u r e  of admin i s t ra t ive  r e g u l a t i o n s  and pro- 
d:~-durcs, and t o  make g r e a t e r  use  of market f o r c e s  ( r a t h e r  t h a n  d i r e c t  
COIILI-013) i l l  t h e  a l l o c a t i o n  o f  resources .  The i n s t i t u t i o n  o f  t h e  
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p a r a l l e l  market i n  September 1973 has helpe+ t o  p rov ide  p r i v a t e  as we1 1  
as p u b l i c  s e c t o r  e n t e r p r i s e s  w i t h  c o n v e r t i b l e  currency impor ts ,  
and i s  c l e a r l y  a  s tep  i n  t h e  d i r e c t i o n  o f  r d t i o n a l i z i n g  the  a l l o -  
c a t i o n  o f  f o r e i g n  exchange resources. The passage o f  a  1  i b e r a l i z e d  
f o r e i g n  investment law i n  t h e  Spr ing o f  1974 was an impor tan t  s tep  
i n  implementing the  Government's "open door"  p o l  i c y .  Other m e m i r e s  
i n  t h e  d i r e c t i o n  o f  l i b e r a l i z a t i o n  have been take11 (e.g., t h e  a b o l i t i o n  
of e x i t  v i sas ) ,  and o thers  a re  contemplated. The "October Paper," 
presented by Pres iden t  Sadat and approved i n  a  n a t i o n a l  referendum, 
s e t  f o r t h  a  new statement o f  p r i n c i p l e s  t o  guide Eg,yptian development. 

An I n t e r i m  Development Program f o r  1975 and a  development p l a n  f o r  
1976-80 a re  now be ing prepared. I n  l a r g e  p a r t ,  t h e  investment pro-  
gram budgeted f o r  1974 and envisaged f o r  1975 i s  l i m i t e d  t o  c o n t i n u i n g  
ca r ryover  pub1 i c s e c t o r  p r o j e c t s .  However, p r i v a t e  s e c t o r  investment 
and f o r e i g n  p a r t i c i p a t i o n  i n  j o i n t  ventures a re  expected t o  increase 
s u b s t a n t i a l l y .  The investment program f o r  t h e  coming y e a r  emphasizes 
f e r t i  1  i zers , cement, t ou r i sm and petro leum and p i  p e l  i n e  develop- 
ment--a l l  h i g h - p r i o r i  t y  p r o j e c t s .  Investment p r i o r i t i e s  i n  a g r i c u l  t u r e  
a l s o  seem g e n e r a l l y  appropr ia te  t o  the  c o u n t r y ' s  needs. Programs t o  
renovate o r  improve t h e  i n f r a s t r u c t u r e  (e.g., r a i  lways , p o r t s ,  t e l e -  
communications) a r e  c l e a r l y  urgent  because o f  years o f  under-investment. 

Egypt p r e s e n t l y  appears t o  be on the  th reshho ld  o f  a  new stage i n  i t s  
economic h i s t o r y .  I t  has cons iderab le  economic assets and a  l a r g e  

- , g  absorp t i ve  capac i t y  which should p e r m i t  t h s  economy t o  develop r a p i d l y  
*fF i f  these encouraging t rends a re  mai nta ined.  However, as of the  end 

o f  1974 the  economy remained i n  a  d i f f i c u l t  p o s i t i o n .  Desp i te  l a r g e  
new comi tmen ts  o f  o f f i c i a l  f o r e i g n  a i d  and increased i n t e r e s t  from 
f o r e i g n  p r i v a t e  i n v e s t o r s ,  t h e  ac tua l  i n f l o w  o f  f o r e i g n  exchange was 
s t i l l  inadequate t o  p e r m i t  s imul taneous ly  maintenance impor ts  o f  food 
and c a p i t a l  equipment, equipment and raw m a t e r i a l  impor ts  t o  p e r m i t  
more e f f e c t i v e  u t i  1  i z a t i o n  o f  e x i s t i n g  capac i t y  and expansion and 
debt  serv ice .  The problem has been i n t e n s i f i e d  because o f  t h e  con- 
t i n u e d  r i s e  i n  i n t e r n a t i o n a l  p r i c e s  o f  many necessary impor ts ,  which 
i s  a l s o  c o n t r i b u t i n g  t o  domestic i n f l a t i o n  d e s p i t e  ex tens ive p r i c e  
con t ro l s .  

A d e t a i l e d  assessment o f  t h e  Egypt ian economy i s  s e t  f o r t h  i n  the  
IB2D Report "The Egypt ian ~ c o n h n ~  i n  1974: I t s  P o s i t i o n  and 
Prospects"  September 2 5 ,  1974. The above economic summary and 
sec t ions  below on balance of payments, t rade  and debt  se rv i ces  and 
the  annex on the  A g r i c u l  t u r a i  and I n d u s t r i a l  Sectors have been 
based on t h i s  recen t  I B R D  assessment. 



I1 . U.S. ASSISTANCE OWECTIVES 

A. P o l i t i c a l  and Economic Considerations 

Egypt has a dec i s i ve  r o l e  i n  Middle East  a f f a i r s .  Thus, t h e  approach 
Egypt t ake s  towards t h e  r e so lu t i on  of  t h e  c o n f l i c t s  t h a t  have kept 
t h e  a r ea  unse t t l ed  f o r  many years  i s  c r i t i c a l  t o  t h e  U.S. i n t e r e s t  
i n  achieving a j u s t  and permanent peace se t t l ement  between t h e  Arab 
s t a t e s  and I s r a e l .  Egypt c l e a r l y  wishes t o  refocus  i t s  a t t e n t i o n  

- .  on recons t ruc t ion ,  economic s t a b i l i t y  and growth. The ob j ec t i ve  of  

U.S. a s s i s t ance  i s  t o  support  t h a t  e f f o r t  i n  a way which w i l l  permit 
Egypt t o  meet t h e  a s p i r a t i o n s  of  her  people through peaceful  means. 

The u l t imate  success  o f  U.S. e f f o r t s  t o  achieve a j u s t  and l a s t i n g  
peace i n  t h e  Middle East w i l l  depend t o  a g r e a t  ex ten t  on t h e  con- 
t i nu ing  development of  a U.S.-Egyptian r e l a t i o n s h i p  which produces 
mutual confidence.  Pres ident  Sadat and t h e  Egyptian Government 
have been highly responsive t o  U.S. diplomatic e f f o r t s  t h u s  f a r .  This 
responsiveness has been r e f l e c t e d  i n  Egypt 's  acceptance of such 
major U.S.-backed i n i t i a t i v e s  as t h e  October 22, 1973 c e a s e f i r e ,  
t h e  November 11, 1973 Six-Point Agreement between Egypt and I s r a e l ,  
t h e  convening o f  t h e  Geneva Middle East  Peace Conference i n  December 
1973, and t h e  Egypt ian-Israel i  agreement 3f January 18, 1974 on 
disengagement and separa t ion  of fo rces  along t h e  Suez f r o n t .  
P res iden t  Sadat w a s  a l s o  a l ead ing  advocate i n  Arab c i r c l e s  on behalf  
of  t h e  l i f t i n g  of  t h e  o i l  embargo by Arab o i l  producers. The 
Egyptian Government has continued t o  play a cons t ruc t ive  r o l e  i n  
support  of progress toward disengagement between Syrian and I s r a e l i  
fo rces .  The United S t a t e s  and Egypt resumed diplomat ic  r e l a t i o n s  
on February 28, 1974 following a s i x  and one-half year  break.  

Pres ident  Sada t ' s  pos i t i on  domestically wi th in  Egypt and h i s  l e ade r sh ip  
r o l e  i n  t h e  Arab world i n  general  w i l l  be c l o se ly  l inked  with  t h e  
success o r  f a i l u r e  of h i s  dua l  pol icy of  Middle East  accommodation 
and f r i endsh ip  with t h e  United S t a t e s .  Any setbacks  t o  t h i s  po l icy  
a r e  l i k e l y  t o  be se ized  upon by ex t remis t s  i n  t h e  Arab world opposed 
t o  peace and an increased U.S. r o l e  i n  t h e  a r ea .  

In : ~ r i  txt'l'ort t o  support U.S. diplomacy with respec t  t o  Egypt and a 
>litidle Knst se t t lement  i n  a concrete  manner, t h e  U.S. announced on 
? . l ~ ~ ~ - c l ~  18 that. i t  had agreed t o  a s s i s t  Egypt i n  sweeping mines from 
tlle Suez Canal and i n  providing t r a i n i n g  and t e chn i ca l  advice t o  
Egyptian personnel engaged i n  removal of  o the r  mexploded ordnance 
'L'hc U.S. a l s o  agreed t o  f inance removal of sunken wrecks from t h e  
(!anal. The reopening of t h e  Canal i s  viewed as  a l o g i c a l  sequel  
to t h e  Egypti-tn-1sr;leli m i l i t a r y  disengagement and ~ e p a r ~ t i o n  of 
I"orccs, which has now been implemented. It w i l l  con t r ibu te  t o  
Jevelopaent of  normal c i v i l i a n  a c t i v i t i e s  , including encouraging 
recons t ruc t ion  of t h e  c i t i e s  along t h e  Canal. Progress along t h e s e  
1 ines  w i  L l  au:-pent t h e  s take  i n  peace. 
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The needs f o r  s o c i a l  and economic development a r e  ex tens ive  and f a r  
beyond t h e  capac i ty  of any one fo re ign  donor. Thus, Egypt must 
r e l y  on broad e x t e r n a l  suppor t .  I n  t h i s  s i t u a t i o n ,  it i s  i n  t h e  
U.S. i n t e r e s t  t o  demonstrate i t s  s e r i o u s  concern f o r  Egypt 's  
development a s  we l l  as our convict ion t h a t  such development is  o f  
major i n t e r e s t  t o  o t h e r s ,  hopeful ly  l ead ing  i n  due course  t o  t h e  
formation of a coordinated approach t o  Egypt 's  needs. 

B. Proposed FY 1975 U.S. Assis tance Program 

Against t h e  above background, A . I . D .  has proposed a $250 m i l l i o n  
SA program f o r  Egypt i n  FY 1975, which c o n s i s t s  of t h r e e  main 
elements: ( A )  Suez Canal Clearance ($20 m i l l i o n ) ,  ( b )  r econs t ruc t ion  
of t h e  Suez a r e a  and genera l  development a c t i v i t i e s  ($150 m i l l i o n ) ,  
and ( c )  a Commodity Import Program ($80 m i l l i o n ) ,  which i s  t h e  
sub jec t  of t h i s  loan  proposal .  

Reopening o f  t h e  cana l  i s  a p r i o r i t y  o b j e c t i v e  of t h e  Egyptian 
Government. Not only w i l l  a funct ioning cana l  provide needed 
f o r e i g n  exchange earnings  and be a symbol o f  t h e  d e s i r e  f o r  Middle 
East  peace,  it w i l l  a l s o  have a profound and b e n e f i c i a l  impact upon 
world wide commerce. 

United S t a t e s  N a v y  and Army groups, which a r r i v e d  i n  A p r i l  of  t h i s  
year ,  cont inue t o  work wi th  Egyptians i n  c l e a r i n g  t h e  cana l  of 
urlexploded ordnance and of wrecks. B r i t i s h  and French u n i t s  a r e  
a l s o  involved and c learance of t h e  c a n a l  is expected t o  be completed 
soon. I n  add i t ion  t o  a c t u a l  c l e a r i n g  opera t ions ,  U.S. u n i t s  have 
provided t r a i n i n g  of Egyptian personnel involved i n  t h e  p r o j e c t .  

The p r i n c i p a l  canal  c i t i e s  of Por t  Said ,  Ismailia, and Suez Ci ty  
have been almost t o t a l l y  demolished dur ing t h e  y e a r s  of w a r  and 
t h e i r  populat ions  have f l e d .  The a g r i c u l t u r a l  a r e a s  border ing t h e  
cana l  have s u f f e r e d  s i m i l a r  damage, p a r t i c u l a r l y  t o  i r r i g a t i o n  works, 
roads ,  agro-industry p l a n t ,  and farmers '  homes. Much of t h e  r u r a l  
populat ion has a l s o  been d i s loca ted .  The Government of Egypt has 
ass igned p r i o r i t y  t o  t h e  recons t ruc t ion  of t h e  Suez Area t o  r e s e t t l e  
t h e  former i n h a b i t a n t s  end s t a b i l i z e  t h e  a r e a  t o  provide adequate 
s e r v i c e s  t o  t h e  Suez Canal opera t ion ;  t o  inc rease  Egypt's a g r i -  
c u l t u r a l  production; Bnd t o  r e - e s t a b l i s h  v i a b l e  indus t ry .  T o t a l  
c o s t s  of tile o v e r a l l  r econs t ruc t ion  e f f o r t  and o ther  develop- 
mental  a c t i v i t i e s  throughout Egypt w i l l  be l a r g e  and beyond t h e  
capaci ty  of < ~ n  i n d i v i d ~ a l  donor. IBRD has undertaken a d e t a i l e d  
assessment o f  immediate recons t ruc t ion  needs and a l s o  is  s tudying 
developrnpu t:1.1 p o s s i b i l i t i e s  and requirements i n  o t h e r  a reas .  

The $150 tn i i l ion f o r  FY 1375 is considered a f a i r  sha re  f o r  U.S. 
invol.~ement i n  r econs t ruc t ion  and development i n  t h e  Suez a r e a .  
S i g n i f i c a n t  p::rticipation by t h e  United S t a t e s  i s  necessary  i f  we 
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a re  t o  seek ac t ive ,  co-ordinated support from other  donors i n  the  
postwar assis tance t o  Egypt. 

There have been lengthy discussions with t h e  Government of Egypt on 
possible areas of assis tance.  There a re  major reconstruction require- 
ments i n  the  c i t i e s  along t h e  canal which w i l l  need new systems for  
water, sewage, power, t ranspor ta t ion ,  schools,  hospi ta l s  and other  
public u t i l i t i e s .  Housing, c i t y  s t r e e t s ,  roads, railway and communi- 
cations a l so  must be r e b u i l t ,  and the  port f a c i l i t i e s  of the  Suez 
c i t i e s ,  long i n  d isuse ,wi l l  need repa i r  and improvement. F e r t i l i z e r ,  
paper, cement, and lime p lan t s ,  as well as  an o i l  r e f ine ry ,  w i l l  need 
t o  be restored o r  replaced. 

Within these p r i o r i t i e s ,  A.I .D.  has been discussing with t h e  GOE 
assis tance f o r  transmission and d i s t r ibu t ion  equipment, construction 
equipment, a cement p lant ,  prefabricated housing and f e a s i b i l i t y  
s tudies .  

F ina l ly ,  an $80 mil l ion Commodity Import Loan w i l l  a s s i s t  t h e  GOE 
i n  financing e s sen t i a l  requirements f o r  ag r i cu l tu ra l  and i n d u s t r i a l  
development . 
The U.S. has a l so  provided PL 480 ass i s tance  i n  t h e  amount of 
$52.5 mil l ion fo r  300,000 M.T. of wheat and current ly  is considering 
addit ional  PL 480 assis tance.  

'Phe j ~ l : ; t i l ' i ~ r : ~ L i o r l  laor the $80 mill ion loan i s  s e t  for th  i n  Section 111. 
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I .  LOAN JIJSTIFICA'UON 

A.  Proposed Commodity Import Loan. The proposed $80 mil l ion loan 
w i l l  be used f o r  the  import of raw materials ,  machinery and spare 
par t s  t o  support i ndus t r i a l  and ag r i cu l tu ra l  production. Egypt has 
asked f o r  U.S. assis tance t o  finance p r i o r i t y  requirements i n  these 
sectors .  

The 1973 war and the  coincident r i s e  i n  i n t e r n s t i o n d  pr ices  f o r  food 
and other commodities l e f t  Egypt in  a very d i f f i c u l t  balance of 
payments and debt service s i tua t ion .  In e f f e c t ,  they were forced 
t o  increase short  term borrowings and reduce imports of c a p i t a l  goods 
and indus t r i a l  raw materials .  In 1974, despi te  an increase i n  commit- 
ments of o f f i c i a l  foreign assis tance and increased in t e re s t  by foreign 
investors ,  su f f i c i en t  foreign exchange i s  s t i l l  not ava i lab le  t o  
permit: (1) the  maintenance of food imports, ( 2 )  a higher l e v e l  of 
imports fo r  investment and reconstruction arid (3) importation of r a w  
materials and other  inputs  t o  permit fuller u t i l i z a t i o n  of ex i s t ing  
capacity. 

The worsening shortage of foreign exchange r e su l t ing  from t h e  t i g h t  
balance of payments s i t ua t ion ,  exacerbated by pr ice  increases,  i s  
t h e  major reason fo r  underut i l izat ion of capacity i n  industry. 
Underutil ization of i ndus t r i a l  capacity increased sharply i n  1974 
( t o  about 35% of avai lable  capaci ty) ,  even though o f f i c i a l  a l loca t ions  
of foreign exchange f o r  meeting "maintenance" imports have been 
unchanged. There a r e  a number of reasons f o r  t h e  growing under- 
u t i l i z a t i o n  of capacity. The un i t  cost  of imported materials  increased 
by 50% i n  1973 and has fu r the r  increased by 60% i n  ear ly  1974. 
Prices of individual key ag r i cu l tu ra l  and indus t r i a l  commodities 
have, i n  some cases,  more ttian doubled i n  t h e  pas t  year.  As a r e s u l t ,  
a uni t  of foreign exchange buys a much smaller quantity of mater ia l ,  
thus rendering it d i f f i c u l t  f o r  i ndus t r i a l  en terpr i ses  t o  maintain 
even a workable l eve l  of inventories.  Some p lants  may have t o  close 
doua temporarily, or  a t  l e a s t  c lose down some production l i n e s .  These 
e f r r c t s  a re  l i k e l y  t o  be f e l t  throughout industry and pa r t i cu la r ly  
become severe i n  chemicals and metallurgy. It is estimated by IBRD 
tha t  an increase of a l loca t ions  fo r  imports of about $200 mi l l ion  
would produce addit ional  product ion valued a t  about $1.5 b i l l i o n .  
Illcreasing tile r a t e  of capacity u t i l i z a t i o n  has received t h e  highest 
p r i o r i t y  i n  Ewptian Government policy. 

In industry subs tant ia l  increases i n  foreign exchange w i l i ,  therefore ,  
be needed t c  finance the  equipment, mater ials ,  and spares required t o  ac t iva t e  
i d l e  indust.ria1 capacity as  well  as  t o  maintain ex is t ing  capacity. 
I n  agr icu l ture ,  the  immediate GOE p r i o r i t y  over t h e  next two years 
i; t o  acquire c r i t i c a l  ag r i cu l tu ra l  inputs which would y ie ld  increased 
prqduction f!-om exis t ing  acreages of those commodities which would 
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have the  highest  net  foreign exchange impact on t h e  economy. A 
considerable increase i n  a g r i c u l t u r a l  output could be r ea l i zed  i n  
the  shor t  term with a t t r a c t i v e  economic r e tu rns  through a high l e v e l  
of imported inputs ,  p a r t i c u l a r l y  i n  t h e  following a reas :  ( a )  
f e r t i l i z e r  needed fo r  high y ie ld ing  v a r i e t i e s  of wheat and maize; 
( b )  spare  p a r t s  f o r  t r a c t o r s ,  i r r i g a t i o n  pumps and instruments t o  
allow adequate ?reparation and cu l t i va t i on  of i r r i g a t e d  land; 
( c )  p lan t  protect ion chemicals such a s  pes t i c ides  and in sec t i c ides  
t o  increase crop y i e ld s ;  and ( d )  various types of a g r i c u l t u r a l  
equipment t o  increase a g r i c u l t u r a l  product ivi ty .  

Egypt w i l l  r equi re  ccnsiderable suppl ies  of a l l  types of i n d u s t r i a l  
and a g r i c u l t u r a l  machinery f o r  which orders would have t o  be 
placed now f o r  de l ive r i e s  from t h e  United S t a t e s  12-18 months i n  
t h e  future .  

Annex 2 discusses  t h e  cur ren t  s t a t u s  of Egypt's i n d u s t r i a l  and 
a g r i c u l t u r a l  s ec to r s ,  and r e l a t ed  import requirements. Annex 3 
l i s t s  Commodity Composition of Imports, 1960-73; and Annex 4 
l i s t s  Imports by Country, 1968-73. 

Balance of Payments and Debt Service 

1. Balance of Payments. The period 1971-73 witnessed a widening 
of t h e  t r ade  d e f i c i t  from-less than  $400 mil l ion t o  near ly  $600 
mil l ion.  Exports, a f t e r  having dropped i n  1972, ro se  by about 
25 percent i n  1973, r e f l e c t i n g  mainly improved cot ton pr ices .  
Zimilar ly ,  tile l c v c l  of imports changed only s l i g h t l y  i n  1972, but 
the  value of imports rose by 24 percent i n  1973, r e f l e c t i n g  almost 
e n t i r e l y  a change i n  p r i ce s  r a the r  than i n  t h e  volume of t r ade .  
With more than one-third of Egypt's t o t a l  imports cons is t ing  of 
foodstuffs  ( i n  pa r t i cu l a r  wheat and f l o u r ) ,  t h e  r i s e  i n  t h e  i n t e r -  
na t iona l  p r ices  of these  basic  commodities was i n  l a r g e  pa r t  
responsible fo r  t he  ove ra l l  increase i n  imports and fo r  t h e  higher 
Lracle d e f i c i t .  I n  1972, wheat imports ( including wheat f l ou r  ) , 
h a d  cos t  about $115 mil l ion.  Preliminary f i gu re s  f o r  1973 
indicate  t h a t  t h e  cos t  of wheat imports was between $400-$500 
mil l ion.  And i n  1974, t h e  cos t  i s  l i k e l y  t o  be between $500- 
$600 mi l l ion .  Consequently, Egypt's capacity t o  purchase t h e  
iraports needed for  growth has been severely constrained. Capi ta l  
coods imports, f'or example, amount t o  l i t t l e  more than $200 
nlilliori i n  1973, o r  j u s t  over 2 percent of GDP. And the  importation 
oI' intet-mediate goods imports i n  1973 was not s u f f i c i e n t  t o  
k) r~>vent  an  increase i n  t h c  l e v e l  of unut i l i zed  productive capaci ty  

. in both industry and agr icu l ture .  

'::I? following t a b l e  sumnarizes Egypt's balance of payments i n  t h e  
k*eriod lg'(l-'(l!. 
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B A W I C 3  OF PAYMENTS SUMMARY 
($  mi l l i on )  

Exports 
( C o t ~ o n )  

Imports 
(Wheat ) 

Trade balance 

Serv ices ,  n e t  - 92 7 7 
( ~ e c e i p t s  ) (182) (308)' (426) 
(payments (274) (301) (419) 

Transfe rs  ( inc lud ing  g r an t s  from Gov'ta ) 279 29 5 649 
Current Balance -207 -171 +77 

Medium- and Long-Term Cap i t a l  ne t  147 14  5 -5 
( ~ i s b u r s e m e n t s )  (297) (358) (328) 
( ~ e p s p e n t  s ) (150) (213) (333) 

Other Cap i t a l  -93 -5 -86 
O v e r d l  Balance - -153 -31 - -14 

Mema I t a s  - Debt S t r v i c e ,  medium and long term 187 258 379 
( o f f i c i a l )  (144) (182) : (220) 
( supp l i e r s  ) 

1 / 
(43)  (76)  (159) 

Debt S t rv i ca  3 s t i o  - 18.6 25.4 28.7 

1/ ZxcP~des  ou ts tand ing  Sanking f a c i l i t i e s .  - 

p:gyptls gross  foreign exchange rese rves  grew $289 mi l l i on  i n  1973 t o  
. t o t a l  $442 mi l l ion .  This w a s  accomplished through an increase  i n  

short-term l i a b i l i t i e s  i n  t h e  form of bank depos i t s  by OPEC.oil 
producct .~  a i d  borrowirg f ~ o m  fore ign  banks. Egypt's net  rese rves  

- decliuccl i n  19'13. 

a I I t ~ c  cxpccl.c:d I : L ~ ' / : ~  c u r r ~ n t  d e f i c i t s  i n  1974 and 1975 t oge the r  wi th  
h:?avy debt s e rv i ce  requirements,  c a l l  f o r  very s u b s t a n t i a l  amounts 
of 1'orseigrl c3pita.L i n  the  short-run.  As t h e  e x i s t i n g  p ipe l i ne  of 
p ro j ec t s  s ~ t i t a b l e  f o r  fo re ign  financing. i s  s t i l l  r e l a t i v e l y  narrow, 
!nuch o r  tltis ass i s tance  w i l l  have t o  be made ava i l ab l e  i n  t h e  form 
of  progr:lm a i~d .  Thc  conlmitments a l ready made by fo re ign  donors,  
inc lnd isg  ttlls prcposed loan,  should go a long way t o  meet t he se  
shor t - t c r~n  reiluirernents , and t o '  enable increased u t i l i z a t i o n  of 
c:rpacitv i n  t h e  ~conorqv. 
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EGYPT L M '  PAPER 

Insert for page 9, after the 1st paragraph: 

The IBRD's estimate for 1974 and projections for 1975 are as 
follows ($ millions) : 

Exports 
(cot ton) 

Imports 
(wheat) 

Trade Balance -1,223 -1,264 

S e ~ c e s ,  net + 24 + 67 
(interest on aebt) (-77) ( - w  

Transfers ( i n c l e  grants 
from govts.) 635 302 

bledium and Long-term 
Capital (net) -- + 452 + 538 

@isbursembnt) (+goo) ' (+8 73) 
(Repayments) (-448) (-335) 

Other Capital 

Overall Balance - 62 - 287 

The IBRD asswed tne canal would reopen in  late 1975 and the Sinai oi l -  
fields would not return before 1976. Capital (loan and grant) estimates 
were based on connitments made before June 1974. The Rabat Con- 
ference has changed this radically. The OAPEC States pledged $1 billion 
per annm in  grants to Egypt over the next four years. Thus the deficit  

' projected by the IBRD i s  more than wiped out. However, Egypt has been 
very drastically derir;rporting and there i s  serious question whether the 
imports projected by the IEW could sustain an adequate rate of growth. 
I t  could be wiser, given this iarge increase in aid, for Egypt to move 
now to the $3,5-4.0 biliion rate projected by the IBRD for the final years 
of this  decade. 



In  the medium- and longer-run, the outlook f o r  Egypt's. balance of 
payments i s  much more p r a i s i n g .  According t o  IBRD estimates, 
f o r e i m  exchange earnings a re  expected t o  grow Prom a l e v e l  of some 
$1.7 b i l l i o n  i n  1974 t o  about $lc.7 b i l l i o n  in 1980, because of t h e  
reopening of the  Suez Canal, operation of the  Sumed pipeline, rapidly 
r i s i n g  exports of petroleum and petroleum proAucts, a doubling of 
manufactured exports, increased mrkere '  remittances, and the  devel- 
opment of tourism. Zuports of goods and services, on the  other hand, 
can be expected t o  s o w  a t  a slower pace a f t e r  the  d ras t i c  increase 
of Lnport levzls  over the  next 3 t o  4 years. As a resu l t ,  the  
d e f i c i t  on external trade and services is projected t o  progressively 
narrow in the  l a t t e r  pa r t  of the  decade, s igni f icant ly  reducing the  
required net  inflow of foreign c a p i t p .  

The IBRD's estimate f o r  1974 and projections f o r  1975 a r e  as  follows 
($millions ) : 

Ekports 
(cotton ) 

Imports 
(Wheat ) 

Trade Balance 

Services, net 
( In teres t  on Debt) 

Transfers ( i n d  uding Grant6 
f ram Governments ) 

Current Balance 

Medium and Long-Term Capital (net )  + 452 + 538 
(~sbursemznt  ) ( -900 > 

(-448 ) 
( +873 ) 

(~epayment s ) (-335 
Other Capital --- 5 0 70 -- 

Overall Balance - 62 - 287 

The I E R D  assumsd the Canal would r e o p a  in l a t e  1975 and the Sinai 
o i l f i e l d s  wollld not return before 1976. Capital (loan &d grant ) e s t i -  
raates were based 03 known comitments made before June 1974. The Rabat 
Conference has changed the  picture considerably in that  substantial  
eddit.iona1 rzaources are  being mzde available by the  3APEC s ta tes .  
This includes an O..WEC pledge of $1 bi l l ion  per annrun i n  grants t o  
' i g p t  over the next four years. It is  nct c l e s r  what the  composition 
of the grant w i l l  'co (e.~. ,  mili tary versus economic: assistance, 
pro jec;, qr pro.ga-n assist,mee ), nor hox disburs~ments w i l l  take 
glace m i  ~ ~ e r  what t i m e  p e r i d s .  Despite t'nis cavzat, it q p e a r s  
:.hat the dafic5.t projected by  I B I D  ~mrdd be reduced ..~onsidera51:r. 
However, 9mt has Scec yrzrjr drantlcdLy underi;npor.>ing a d ,  as noted 
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above, there are considerable import requirements t o  restore capacity, 
now idle,  fo r  maintenance imports and for  f'urther growth; there i s  
serious question whether the imports projected by the IBRD could 
sustain an adequate ra te  of growth. We believe that there i s  much 
scope, given th i s  large increase in aid, fo r  Egypt t o  move now t o  
the $3.4-4.0 b i l l ion  import ra te  projected by the IBRD for  the 
f i na l  years of t h i s  decade. 

2. Debt Service. Egypt's estiniated medium and long-term debt 
(disbursed only) was $1,709 millions as  of December 31, 1973. In 
addition, Egypt had an estimsted $441 millian in short-term suppliers1 
credits and $498 million in short-term debt due foreign benks. 
Sixty percent ( 6 8 )  of the medium and long-term debt and a l l  of the 
bank and suppliers' credit were repayable in convertible currency. 

Egypt's repayments burden on medium and long-term debt and on 
suppliers '  credits has risen rapidly in recent years. Despite pay- 
ments of $333 million in 1 9 3 ,  Egypt continued in default f o r  about 
$23 million due Japan, Canada and European creditors. The IBRD 
estimates i t s  19'74 debt service burden a t  $450 million, 31% of 
earnings (compared t o  $379 million, or 2 8 ,  in 1973). 

In view of Egypt's heavy debt burden and future uncertainties, 
A.I.D.'s normal concessional loan terms are proposed--40 year maturity 
including a 10-year grace period, with interes t  a t  2$ during the 
grace period and 3$ thereafter. With these terms, part icularly the 
10-year grace period, the repayment prospects fo r  t h i s  $80 million 
loan appear reasonable. 

C. Other Donor Assistance 

According t o  TERD, the total. capital  inflow required t o  cover the 
current account def ic i ts  fo r  1974 and 1975 i s  projected a t  $1,450 
million. Assuming net disbursements of $990 million on loans 
c m i t t e d  as of' n1iti-1!?'(4, pr:ivate capital  inflows of $120 million, 

rinancing ol' :$!16 million and a reduction of $600 million i n  
Lhc use of short-t.c~m f o r e i ~  financing, the financing gap fo r  the 
two-year period was projectetl a t  $900 million. Also given the high 
absorptive capacity of the  econamy, and the low level  of investments 
over the past decade, the need fo r  external aid commitments i n  the 
succeed in^ y e u s  i s  expected to remain a t  a high level. 

::ub;tantid AraE aid was received in 1973 and i s  continuing. Six 
Ilunclred millior? do l l a r s  ($600 miJ.lion) assistance from Saudi Arabia 
:(:is reported in November 1974, and large a i d  offers have been made 
by TCuwait mcl other Gulf States. Commitments of non-Arab foreifg 
aid have also been considerable. LQ addition to  the proposed $250 
nlillion from the iinited States, including th i s  $80 million program 
ic>:tn, f ive  c o ~ ~ l l r i e s  have either firmly committed new loans t o  be 
u.;c.d over periods var;ring from two t o  f ive  years (1ran $850 million, 
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Germany $225 million, Denmark $9 million) or have announced t he i r  
intention t o  do G O  (~apan  $100 million). In addition, the Government 
has concluded two Euro-dollar loans to ta l l ing  $180 million and i s  
currently negotiating a th i rd  ($100 million). Also, i n  August 1974 
the  IMF extended a credit  ( f i r s t  tranche) of $48 million. A large 
share of new loans i s  for un-iZer;t;ified projects and wili disburse 
only gradually over the next f e w  years. Of the agreements noted 
above, "program aid" w i l l  be provided by Iran ($100 million), Japaa 
($50 million), Germany ($25 million), ~ D / I I N  ($70 million), and 
the  USA ($80 million). 
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I V .  LOAN ADMINISTRATION 

A. GOE Procedures - General Background 

I n  considering GOE/AID commodity import procedures, it is  important 
Lo recognize tha t  t h e  Egyptian economy i s  dominated by the  public 
sec tor .  Most i n d u s t r i a l  firms (accounting f o r  75 percent of i n d u s t r i a l  
production),  a l l  f i nanc ia l  intermediaries,  foreign t rad ing ,  and 
wholesale firms, most of t h e  t ranspor t  sec tor  and some of t he  r e t a i l  
sec tor  a r e  publ icly owned. Although more than 90 percent of Egyptian 
farmland i s  e i t he r  i n  pr iva te  hands or  owned by small-scale cooperatives,  
Government controls  of agr icu l ture  a r e  a l so  pervasive. Ownership 
of dwellings remains la rge ly  i n  pr iva te  hands, and p r iva t e  sec tor  
a c t i v i t y  i s  s ign i f i can t  i n  t he  construct ion,  woodworking, l ea the r ,  
t e x t i l e ,  and food indus t r ies ,  though firms a r e  general ly  small sca le .  
The petroleum industry is characterized by partnerships between the  
s t a t e  and foreign o i l  companies. Sectoral  bodies and controls  a r e  
exercised mainly by public organizations (usua l ly  ca l l ed  General 
Organizations) which supervise p lan ts ,  other  productive u n i t s  and 
major t rading bodies. The predominant ro l e  of t h e  public sec tor  
i s  a l so  re f lec ted  by the  f a c t  and public investment accounts f o r  
90 percent of t o t a l  investment. In  such a cen t r a l ly  d i rec ted  
economy, t he  Government plays a major ro l e  i n  f i s c a l  pr ic ing  and 
wage po l i c i e s ,  with the foreign exchange budget being the  major 
instrument fo r  a l loca t ing  scarce foreign exchange t o  the  public and 
pr iva te  sec tors .  

1. P a r a l l e l  Market Mechanism 

In  September 1973, t h e  Government announced the  c rea t ion  of a 
p a r a l l e l  foreign exchange market, where a premium of 50 percent f o r  
buying and 55 percent fo r  s e l l i n g  f r e e  currencies is  paid over t h e  
prevai l ing "of f ic ia l"  r a t e  of $2.56 f o r  bE 1 (see  Annex 2). The 
p a r a l l e l  market replaced the  r e s t r i c t e d  system of mult iple  exchange 
r a t e s ,  including a 50 percent premium r a t e  f o r  some t ransac t ions ,  
which ex is ted  s ince 1969 and were modified i n  May 1972. The two primary 
object ives  f o r  i t s  c rea t ion  were t o :  ( i)  increase t h e  inflow of f r e e  
foreign currency resources,  pa r t i cu l a r ly  by tapping a s se t s  held by 
Egyptians overseas, and by encouraging exports t o  f r e e  currency areas;  
and (ii ) make t!lese resources ava i lab le  pr imari ly  t o  industry and 
se lec ted  service sec tors  f o r  increasing production, tourism and 
exports. Since the c rea t ion  of t he  p a r a l l e l  market, t h e  a v a i l a b i l i t y  
of f r e e  foreign exchange fo r  recurrent  needs of the  pr iva te  s ec to r  
l;as subs tan t ia l ly  increased. While the  policy was designed t o  use 
p a r a l l e l  market resources primarily fo r  meeting import needs of the  
tourism industry and the  pr iva te  s ec to r ,  s ince  Apri l  1974, given 
t ';e extreme ztlortage cf foreign exchange funds f o r  recurrent  imports 
for public sec tor  i ndus t r i a l  en terpr i ses ,  $50 mil l ion have been 
rbrc,vic!,?ni t o  thfirn through the p a r a l l e l  market a f t e r  a case-by-case 
.-eview . 
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Foreign exchange sca rc i ty  i s  the  dominant cons t ra in t  t o  Egypt's growth, 
arid rn important s t ep  towards improving t h e  process of a l loca t ion  of 
foreign exchilnge w i l l  be t o  fur ther  extend t h e  p a r a l l e l  foreign exchange 
market, as recommended by the  IMF, i . e . ,  t o  include v i r t u a l l y  a l l  t rans-  
act ions with convert ible  currency count r ies ,  excepting exports of 
petroleum, cotton and r i c e ,  and imports of c e r t a i n  basic  "supply" 
(mainly food) items. This is  c l e a r l y  a s t ep  towards r a t i ona l i z ing  the  
exchange system. The Government'has undertaken a pol icy of expanding 
t h e  scope of t he  p a r a l l e l  market and i n  p a r t i c u l a r ,  as f a r  a s  t h e  
indus t r i a l  sec tor  i s  concerned, s teps  have already been taken t o  channel 
p a r a l l e l  market funds f o r  imports. A . I . D .  w i l l  be discussing with t h e  
GOE the  app l i cab i l i t y  of t h e  p a r a l l e l  market r a t e  of exchange t o  pr iva te  
and public sec tor  t ransac t ion  under t h i s  loan. It i s  A.I.D.'s in ten t ion  
t o  Propose t h a t  t h e  p a r a l l e l  r a t e  apply t o  p r iva t e  and publ ic  sec tor  
imports. 'I'his arrangement already has been agreed t o  by t h e  GOE i n  
t h e  recent IBRDIIDA loan and c r e d i t  ( t o t a l  $70 mi l l i on ) .  Procurement 
of imports financed under t h i s  loan a t  t he  p a r a l l e l  market r a t e  w i l l  
help t o  ensure t h a t  t he  proceeds a r e  a l loca ted  i n  ag r i cu l tu re  and 
industry on the  bas is  of highest p r i o r i t y ,  and within industry t o  t h e  
most competitive subsectors and t o  those with maximum p o t e n t i a l  f o r  
generating export earnings o r  subs t i t u t ion  of imports. We understand 
t h a t  t h e  GOE i s  considering using t h e  p a r a l l e l  market r a t e  f o r  a l l  donor 
program ass i s tance .  

2. Import Procedures 

Foreign Exchange f o r  recurrent  import needs i s  provided from th ree  
main sources: ( a )  Foreign Exchange Budget (PEB) a l l oca t ions ,  ( b )  a 
par t  of the  en t e rp r i s e ' s  re tained export earnings made ava i l ab l e  f o r  
t h i s  purpose; and ( c )  spec ia l  a l loca t ions  through t h e  p a r a l l e l  market. 
Of these ,  t h e  FEB a l loca t ions  a r e  by f a r  t h e  most importance source-- 
pa r t i cu l a r ly  fo r  public s ec to r .  The p a r a l l e l  market has been the  main 
source f o r  t he  p r iva t e  sec tor .  ( A  descr ipt ion of t he  process of a l lo-  
ca t ion  i s  given i n  Annex 6.) Public sec tor  appl ica t ions  f o r  imports 
a r e  forwarded by en terpr i ses  through the  General Organizations f o r  
:~.pproval by thc Ministry of Industry or  Agricul ture .  Indus t r i a l  p r iva t e  
sec tor  appl icat ions a r e  subject  t o  approval by the  - Indus t r ia l  cont ro l  
Board of the  Ministry of Industry. 

Ueternlinntiou Commit.tees a r e  t h e  key organization un i t s  i n  t h e  cur ren t  
impor.i; procedures and a r e  attached t o  t he  respec t ive  General Organi- 
2~1-Lions.  E:~c!i Determination Committee is  responsible  f o r  t h e  import 
~ \ f  a number of commodities. The Committee decides on a l l  import 
applic.lt,icns fo r  t h e  comodit  i e s  under i t s  ju r i sd ic t ion .  A separate  
n .. ... !rrmit.+,ee a . 1 ~ 0  makes reco~nendzt ions  concerning a l l  recurrent  imr,orts 
:.y the prir.-;tte s ec to r .  Each Connittee i s  authorized t o  approve 
i:np?rr, ~ r q l i z c t i o n s  within the  lsverall foreign exchange a l loca t ions  
"rolr! t h e  Mini str; -5 i'or ~ a r i o u s  commodities. Their approval of an 
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applicat ion i s  t r ea t ed  as  f i n a l  for  imports and is equivalent t o  the  
import l icenses  granted i n  the past .  Frequently, imports needs of 
several  en terpr i ses  a re  bulked together t o  obtain b e t t e r  pr ices .  
For f r e e  currency imports, t h e  Committee inv i t e s  bids,  on the  bas is  
of advertisements, from foreign suppl ie rs ,  and Government-owned t rad ing  
companies and, a f t e r  evaluation of pr ices ,  del ivery and qual i ty  
se l ec t s  t h e  "best" bid. For t h e  clearing area imports, it requests 
bids through the  t rading companies. The o f fe r  accepted is transmitted 
t o  t h e  rec ip ient  en terpr i se ,  t rad ing  company and the  banking system 
t o  enable them t o  proceed with t h e  ac tua l  import. 

Under the  Government's present  regulations, a U  imports, p r iva t e  o r  
public  sector ,  a r e  channeled e i t h e r  through one of t he  ten Government- 
owned t r ad ing  campanies o r  d i r e c t l y  t o  t h e  fore ign  exporter.  The 
Trading Company performs a cont ro l  function t o  crosscheck t h a t  t he  
imports a r e  effected at  competitive terms. A.I.D. w i l l  use the  
establ ished GOE procedure, whereby t h e  public  o r  p r iva t e  enterprise ,  
e i t h e r  d i r e c t l y  o r  through t h e  Trading Company, will invite bids, 
evaluate them and make f l n a l  recommendation f o r  contract award. 
Importers w i l l  be able  t o  i n v i t e  b ids  through the  t rad ing  cmpanies 
and directxy through suppliers  and be able  t o  canpare canpetit iveness 
of p r i c e  and o ther  fac tors .  

B. E l ig ib le  Commodity L i s t  

Items e l i g i b l e  f o r  financing under t h i s  loan w i l l  consis t  of com- 
modities and equipment as  defined i n  the  A . I . D .  Commodity E l i g i b i l i t y  
List dated Januarv 1. 1972. This l i s t  w i l l  be nrovi.ded 8s at tach-  
ment t o  the  Commodity Procurement Ins t ruc t ion  (CPI)  which w i l l  be 
transmitted t o  the Borrower with the  f i r s t  implementation l e t t e r .  In  
discussions with the Egyptian Government o f f i c i a l s ,  A . I . D .  was asked 
t o  finance various e s sen t i a l  imports, such a s  indus t r i a l  and agri-  
c 7 d t u - a 1  machinery and raw mater ia l  inputs such a s  f e r t i l i z e r  and 
pest icides,  other  chemicals, wood and wood products, newsprint and 
paper. Fur t l~er  discussions with the  GOE w i l l  have t o  continue t o  
Yurther r e f ine  spec i f ic  GOE p r i o r i t y  import i n t e r e s t s ,  both fo r  t he  
Ori vnte  sector :ind s t a t e  enterprises .  

1: . ,I. 1.. 1 I .  ;:I \r~uttotli ty Import Procedures 

There has bee11 no A . I . D .  program i n  Egypt i n  recent  years and thus 
tticre presenLl;. a r e  no establ ished AID/GOE ~ rocedures  f a r  the admini- 
s t r a t i o n  of s cl;la;nodity import program. However, a preliminary 

I! ':'he broad "positive" l i s t .  
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A.I.D. review of the Egyptian foreign exchange allocation and procure- 
ment procedures indicatesthat it should not be difficult to mesh 
A.I.D. requirements with GOE procedures. Further A.I.D. discussions 
will be necessary to familiarize the GOE with A.I.D. requirements. 
It is recognized that a number of changes in the GOE procurement 
system may be desirable but can onLy be developed over time. It 
may be necessary in the short order to permit rapid Fmplanentation, 
to work with the GOE system as it now exists with minimum change. 

As in the case of all A.1.D.-financed commodity import programs, 
A.I.D. 's standard commodity financing procedures, as set forth in 
Regulation 1, shall apply. , 
Public sector procurement shall be eligible for financing only if 
procured through formal competitive bid procedures in accordance with 
Section 202.22 of A.I.D. Regulation 1. The so-called "Colombia 
System" of Small Business Notification will apply to private sector 
procurement. The main difference between the "Colombia System" and 
standard small business system is that the former involves a single 
small business advertisement for all goods and services to be purchased 
rather than an advertisement and waiting period for each procurement 
action. Under the "Colombia System", the Borrower compiles a list of 
primary importers by product and list of products by importer. 
These lists are published in a Small Business Notification Bulletin 
and made available to interested U.S. suppliers and the host country. 
As A.I.D. becomes familiar with the state enterprises it may wish 
to consider applying the '~olombia ~ystem" to non-subsidized state 
enterprises (i . e. enterprises that do not receive budgetary support ) . 
Ir~dividual transact ions financed shall not be under $10,000 in 
amount, but individual items valued at less than $10,000 may be 
combined and treated as one transaction if they involve procurement 
from the same. supplier. 

It is o i i  understanding that the State Trading Company normally 
receives a sales commission payment as well as commissions for 
!i:.~ndling col~unocii t.y clearance from the supplier. A. I .D . Regulation 1, 
Section 201.65. precludes 'ihe financing of such payments. This 
matLer 315.0 wj.!L t? 3. subject to be discussed with the GOE. 

I l r ~ t l ( . r .  : : t* i - t ; icir!  !;~I!>(c ) of the FA Act, A.1 .D. is authorized to finance 
I't.c\~n I'!IIIC~:; I \ : ) ; .  ,bl~:~.~.L;~:able to : x i  assistance agreement the higher cost, 
if m y ,  of t;anspurtaticn on U.S. flag ships as compared with foreign 
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f l a g  ships .  This sec t ion  has been applied t o  bulk cargo shipments 
under char te r  and may a l s o  be applied t o  shipments 'of open-rated 
commodities on l i n e r s .  The purpose of t h i s  au thor i ty  i s  t o  r e l i e v e  
the  importing country and t h e  end-user of t h e  added cos t  of shipping 
on U.S. f l a g  vessels  t o  t he  extent required by the  Cargo Preference 
Act. Funds a r e  not spec i f i ca l ly  and separa te ly  appropriated t o  
finance t h i s  f r e igh t  d i f f e r e n t i a l .  Therefore, such funds, when used 
f o r  t h i s  purpose, must be taken from appropr ia t ion(s )  "earmarked" 
but no t  obl igated f o r  other  purposes. 

Depending on the  proposed mix of commodities which t h e  GOE may request 
A . I . D .  t o  f inance and the  a v a i l a b i l i t y  of grant  funds f o r  t h e  Egypt 
Program, A. I .D .  an t i c ipa t e s  t h e  p o s s i b i l i t y  of providing added funds t o  
finance t h e  f re ighkdi f fe ren t ia l .  This determination w i l l  be made 
a t  t h a t  point  i n  time when t h e  funding s t a tu s  and composition of t h e  
program has been firmed up. 

D. Disbursement 

The proceeds of t h i s  loan a r e  expected t o  be f u l l y  disbursed within 
18 months of t h e  da te  of t h e  loan agreement signing. Because of 
possible  delays i n  del ivery by manufacturers of spec i f i c  items of 
equipment and spare p a r t s ,  t he  terminal  disbursement da te  (TDD) 
of the loan w i l l  be s e t  about two years a f t e r  t h e  date  of t h e  Loan 
Agreement, by which time t h e  e n t i r e  proceeds of t h e  loan should be  
f u l l y  disbursed. 

V . OTIIER CONSIDERATIONS 

A. hcpact on U.S. Balance of Payments 

The long-term impact on U.S. Balance of Paments  w i l l  be favorable  
because t h i s  loan w i l l  be spent on U.S. goods and services .  
This loan w i l l  permit U . S .  suppl iers /exporters  t o  r ee s t ab l i sh  
o ld  t r ade  re la t ionships  and crea te  new ones f o r  i n d u s t r i a l  raw 
mater ia l s ,  and machinery and commodities e s s e n t i a l  f o r  increased 
ag r i cu l tu ra l  production, and w i l l  g r ea t ly  enhance the  expansion of 
the  U.S. export market i n  Egypt. Furthermore, fu tu re  follow-up 
orders fo r  ~nachinery and spare p a r t s  w i l l  r e s u l t  i n  ada i t iona l  U.S. 
exlwrts on commer~.i:rl ba s i s .  

U.  Use of U.S. Government Excess Property 

Because of the  nature of the ass i s tance  being provided--raw mater ia l s ,  
machinery and spares t o  a s s i s t  t h e  ag r i cu l tu ra l  and i n d u s t r i a l  
production, i t  is unlikely t h e  U.S. Goverxnent excess property would 
be approprinLa f o r  t h i s  loan. However, given the  l a rge  amounts of 
U.S. Covernmert excess property ava i lab le ,  SER/COM is being asked t o  
1-ook a t  p o s s i b i l i t i e s  for  using such excess property.  
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VI . .  RECOMMENDATIONS 

I t  is recommended t h a t  you authorize a loan t o  t h e  GOE of $80 mil l ion 
($80,000,000) f o r  financing imports of selected commodities on t h e  
following terms : 

A. Repayment i n  United Sta tes  do l l a r s  i n  no more than fo r ty  (40) 
years a f t e r  t he  f i r s t  disbursement, including a grace period of 
not t o  exceed t en  (10) .years .  

B. I n t e r e s t  i n  U.S. do l l a r s  of two percent (2%) per annum during 
tho  grace period and th ree  percent ( 3 % )  per annum the rea f t e r .  

C.  Procurement with loan funds from the  United Sta tes .  

D. Such o ther , te rms and conditions a s  A I D  may deem advisable.  
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AID-DLC/P-2067 
December 1974 

1 / ilnneu 2.  Agriculzurs l  and I n d u s t r i a l  Sec tors  - 

: lg r icu l tu rz ,  t h e  most dominant s ec to r  i n  t h e  economy cont r ibu tes  
about 38 perce,i.t t o  GCP and ~ rov i c i e s  about 5Cl percent of  t h e  t o t a l  
employmeai and, including processed a g r i c u l t u r a l  p roduc ts ,  over 
50 psrcent  of t o t a l  expgrt  revenues. The a g r i c u l t u r a l  growt,h r a t e  
dming t h e  decade p r i o r  t o  t h e  1967 h o s t i l i t i e s  averaged about 3-3.5 
percent per a m u r n ;  it has s ince  aecrcased t o  2-2.5 percent .  Agri- 
c u l t u r z l  (~ l i t yu t  i s  dominated by f i e l d  crops ,  which a r e  es t imated at 
more than  ha l f  c f  t h e  t o t a l  value of t h e  a g r i c u l t u r a l  production 
cons i s t ing  mainly of co t ton ,  maize, wheat, r i c e  and berseem. These 
.zrops cover some th rse  quar te r s  of t h e  t o t a l  a rab l . e . l and .  F r u i t s  
and vegetables  acccunt f o r  l e s s  than one f i f t h  of t h e  t c t a i  ou tpu t ,  
x n i l e  animal production accounYs f o r  about one qua r t e r .  

Y i ? l \ ? s  f o r  c ~ t t o n  and ri-ce e r e  high b r  i n t e r n a t i ~ n a l  s t andards ,  but 
o tners  a r e  re1ativel .y low. Cottor, and processed co t ton  products 
a r e  th? major export  items and they provide over 65 percent of na t i cna l  
?xpcrt  revenue; tile f!ext l s r g e s t  expcr t  crop,  r i c e ,  accounts f o r  
6-7 percent o? ?spor t  earnings .  The completion of t h e  A s w m  Dam 
permit ted emphasis on expaasion and l e d  t o  a. massive new reclamat ion 
program t o t a l l i n g  sorne 910,000 feddacs (945,000 a c r e s )  of  land by 
earl-f 1973. The most s i g n i f l c s n t  ach ie  rement i n  t h e  s i x t i e s  has 
been t h e  i c c r ee se  i n  y i e l d  of maize by t h e  i n t roduc t i oa  of perenn ia l  
i r r i qn t ,  i c n  Ln  ~Jpper Egypt and 2ar3 y p lan t ing  . 
De;pite "he incrznse i n  acreage,  co t ton  production has s t a b i l i z e d  
a t  ~LLc. ;~  1 . 4  IT.; l l i o n  t ons ,  but f o r  a s l i g h t  dec l i ne  i n  1973, mainly 
caused by bad weather dluring harvest .  One of t h e  most s i g n i f i c a n t  
devel?pc:e~t,ts i n  output performance i s  t h e  inc rease  achieved i n  
w h ? a t  y i e l 3 s  i n  recen t  yehrs mainly through t h e  in t roduc t ion  of a 
nev v a r i e t y .  !'he t~t : i l  wheat ijutput grew from 1.50 mi l l i on  tons  
i n  1372 t g  1 .84  n ~ i l l i c n  tlins i n  1973. 'The s r e a  planted' with new 
w~:~riekies i n  ~ ~ 7 4  i s  estimated a t  685,000 leddans,  a s  compared with  
67,0011 Yedd~ns (0:-!t of t i le t o t a l  wheat a r ea  c f  1,248,000 1,eddans) 
$ 1  7 .  The i974 wheat output  i s  expected t o  reach over 2.1 
~ i l l l o ~  fcas.  iccroduct ian of a new v ~ i e t y  of sugzrcane has a l s o  

. . 
I22.1-n r.;;:.f iate.:. Expalsion ir. thn l i ve s tock  subsector  it: 1.imited 
J y  i,n:2 ST-iort~ge of fee(:, d e sp i t e  t he  r ap id ly  growing dsmand fo r  

-. t . i;,.;x:err?:c2nt's pou l t ry  ~yrcduct ioa  d r i ve  iias ao t  been a s  
c. .. .- -a,. q 3s j ~ l ~ ~  -a- - ~ l a c n e d ,  al thouzh t h e  1974 output i s  expecta3 t o  be 
, ...,.r .7 . e t h ~ n  dc1u5Lc the 197l-':2 o u t r d t  of 12 l n i l l i o ~  chickens.  

:I:L;~c s i c t u r e  of Xgypt's a g r i c u l t u r a l  t r s d e ,  domicated !)y cc;C,c:l 
~ x ~ J Y , : . ;  ~ 1 d  vh?a?, inpor ' ts ,  has no t  cha.r:geil, .?xcept t h a t  a sharp  
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Il;cze<se i o  i n t l - r c a t i c c a l  ; ~ r i c e s  of c e r t a i n  c n ~ n o a i t i e s  r e s i ~ l t e d  i n  
?n t$d.verse change i n  Esg-pt ' s  zgricultc.i.sL t r a d e  balance  ia -rclae 
t?i.as. The c o t t c n  -.xport/wheat irr,port dominanze of  t h e  a g r i c u i t u r a l  
\:.zcie s t r ~ : c % c e  i.s znli'ti;?ly t o  change f o r  somz L i m e  because of t h e  
g r ~ ; r i n -  pcpuiat ion  and t h e  a:t cndmt. i n c r e a s  2s i.n food ccnsumption. 
m .  >:.cc %he 19];;-71 season,  annual c o t t a n  zx.;\orts s t n j i l i z e d  st about 
3.95 e i l l i o n  t o n s ,  excepc f o r  a s l i g h t  d e c l i n e  i n  t h e  1971-72 
sezson.  Zowev;?r, dur ing t h e  1973-74 season,  co t ton  expor t  r w e n u e s  
doubled cxrer t h e  previous  season t o  some $830 m i l l i o n ,  s o l c k r  due t o  
y l c e  i ~ c r c s s e s .  On t h e  !'a:;.,rt sidiz, t h e  average al~nua.:: :<heat and 
f l o u r  import s i n c e  1972 has beer! abo.Jt 2.8 i n i l l i ~ n  t o n s  of uheat  
equi  r s l e r l k .  . However, because cf inc reased  w'nezt p r i c e s  b e t v e e n  
2-972 snd 1373, t h e  vheat  Ln2crt b i l l  t r i p l e d  t o  ~ v e r  $ ~ C C  
.-iil..'.<.or: , arid i s  expecteil. t o  remain a t  t h i s  high Level :'.sr. 1974. 
k:.:.cce.l.tl.y t h e r e  has beefi s n o t i c e a b l e  change of O;rcctioi: i n  Egy?ta's 
I r.zae, f r o n  t h e  3SSR end soae  East  European c o u o t r i e s ,  r e f l e c t e d  
ir: .?art 1 i i  t h e  inc reas ing  ccttor!  s a l . 3 ~  t o  c o n v e r t i b l e  currency 
c.c,ukries.  

One i 3 ~ ; o r t a n t  f c t u - e  of t h e  ;tgr?.cultilre s e c t c r  ?.-I Egypt over  t h e  
!.?.st decade, hr-s been s high i e g r e e  of  c e n t r a l  con?.rcl. T!~ese can- 
t r o i s  were designed t o  o r g ~ a i z e  e g r i c d t u r e  s o  ?.s t o  s a t i s f y  t h e  
v s r i o c s ,  a16 sometimes c o n f l i c t i n g ,  demands plsced Gl i  the s e c t o r ,  
such a s  genera t ion  of Poreigr  exchange revenue fdr t h e  economy a s  a 
w h ~ l e  :iccl 'uding f o r  fLnancir.g I n J u s t r i a l  .grn.rth) and ~ r ~ v i s i o n  of 
ess#:!ntia.l. food i tems t o  conslmers a t  lcw and a t a b l e  p r i c ~ s ,  whi le  
ens .u ins-  a c e r t a i r :  l e v e l s  of  a y r i c - d t u r a l  income and emplc'$r?ent. 
ALtho:..!;h ~ o l i c y  measures zdopted i ~ i  t h e  s i x t i e s  cr,r.tinue< , the  
~;overi:!nent has not  prepared a com2re:lensive p l u i  f o r  t h e  develop- 
::ip:-!: of a g r i c u l t u r e  s i n c e  1.967. 

T:;ere a r e  i n d i c a t i o r s  t h a t  t h e  Gcver~qef i t  i s  w:' . l l ing ,  to r e e x m i n e  
t h e  bc?.sic philosophy which bas f o r  so long de te r~x insd  Lk.e r s l e  and 
rst:er!i c f  de?relopment c f  t h e  a.gi-iciiltural s e c t o r .  It l z  widzly 
:ic.cc&ted t h a t  lii.gher farmgl te  p r i c e s  fcr food ~ g u i n r ,  .~n.' cot ' ton a r e  
:lee.led, no+; oniy t o  incretise farm prr?duct;:.cn icclentivc-s, -?ck a l s o  in 
L . ~ :  ir:tsres-cz of  s o c i a l  cq ' l i ty .  IP 1(;1'/4 f-?: ~ , r S c e s  f v r  C O ~ ~ G P . ,  

v7ilt.o.L, r i c e  and sugarcane were i n c r t a s z d  l.:i an average cf abouf 
75 p e ~ c e n t  over t h e  1gF(3 l e v e l s ,  which seem t o  be a r r f l e c t i o n  of  
!;: ; s  b e l i e f .  A ;lor.~j.fip, emphe.sis is a l s o  t?:ng r l e ~ c d  or! t e c i . n t r a l i -  

. . ., . - , :.-,r. of p1.1blic s 3 c t o ~  agrlclrlturnd. o r g a n i z a t i c c s  , a s  -'i?.?l 25 lj-i 

i l .r:t ir-.: :1: 1. i r c s t i o c  r Y  s t a t e  fsr :ns  I;,:, arpiFs :.rilt're such 'IPa?ms k - ~ y i ?  - ~. - . L.- 3 - -  -.*- advnnt.azr~ iq te:-as of s i z e  of  illvestment ;I.?'! :r,::,::~g.5rl&i 
D - 

C -;-I .LziL::q(.  
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z r i t i c a l  ag r i cu l tu ra l  input and i~westment  needs which would y i e l d  
inz r5ssed  production from ex i s t ing  acreages of those cammodities 
~ h i c h  wodd  have the  highest net foreign exchange impact on t h e  
econcq  ( e i t h ~ r  through export earnings or import s u b s t i t u t i o n ) .  
They could typ ica l ly  include increased applicat ion of inputs  such 
a s  f e r t i l i z e r  crops, which have high output respcnse. They could 
3k.3 include t h e  provision of spare p a r t s  and a g r i c u l t u r a l  equip- 
m n t .  Fcr t h e  longer term, t h e  Government has not ye t  pronounced 
an e x p l i c i t  s t ra tegy  t o  be :olloued, except t h a t  it expects t o  
xa in tafn  t h e  current  l e v e l  of cotton expcrzs, and, by increas ing  
producti,vity i n  cot ton vowing, t o  f r e e  some l w d  f o r  add i t iona l  
~ L e e t  production t o  maintain a pos i t i ve  a g r i c u l t u r a l  t r a d e  balance. 

Cocsiderable increase i n  a&-ic;lltural output could be r e a l i z e d  i n  
t h e  short-term, with a t t r a c t i v e  economic r e t u r n s ,  through a higher 
l e v e l  of imported inputs  pa r t i cu la r ly  f e r t i l i z e r  f o r  maize and 
wheat, pes t ic ides  end insec t i c ides ,  spare parts f o r  t r a c t o r s ,  
i r r i g a t i o n  pmps, jmplernents and fm-m machinery. 

Ovsr t h e  longer run, Egyyt w i l l  continue t o  requi re  considerable 
s ~ p p l . i e s  of a l l  types of agriclll t lzral machinery f o r  which orders  
vould have t o  be placed now f o r  de l ive r i e s  from t h e  U.S. twelve t o  
eighteen nionzhs Prom now. 

2. Indus t ry  

The i n d u s t r i a l  sec tor  accounts fo r  over 20 percent of t h e  GDP, 
35 perce-t of t o t a l  ejmorts,  and about 13 pezcent of t o t a l  em2loy- 
nent .  Thus, it ranks second a f t e r  agricul+,ure i n  i ts b p o r t a n c e  
- i n  the  ecoaony. However, industry i s  expezted t c  play t h e  l e a d i l ~ g  
r s l e  i n  Egypt's fu tu re  development because of ser ious l i m i t a t i o n s  
on the  expansion of t he  a rable  land. As a r e s . d t  of t he  na t ional i -  
zat ion of industry i n  the  early 1960s, most of t h e  large- and 
~ c d i u - s c a l e  en terpr i ses  a re  i n  the  public sec to r .  The public  
s x t o r  consis+.s of epproximately 200 en te rp r i se s ,  t ha t  accouuz 
C'rjr 75 percene (IT the  value added i n  industry and f o r  e n p l o - ~ e n t  
o f  over 500,920 workers. O f  these,  123 companies b e l o c g i n ~  t o  
L .  :,n- ; l in i s f ry  of 1adzst.ry cover t h e  main subsectors and are managed 
:?zougn s i x  " General Organizations : food :?i-oi:essizg ; t e x t i l e s  ; 
cheo,icals; engineering; building mater ia l s ;  and melall:rgical.:' 
Most of t he  public sec tor  companies :lave ove: 5 C O  workzrs a r i ,  
in,-l??2, avet-age 4,103 w o r k ~ r s  per  company. The p r i r a t e  sec to r  has 
95,2~t h';S,QcO employees scat tered rJv.;r some 150,000 estaklishments , 
.; ;' ;-hit ~ r , l j .  4,000 are cons dCe~crl  t o  be fac+,cry-type o2erat  ions. 
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. I . ' ~ I c  t;r,c)n.di+: r*::l,t: iri ! . I I L :  i r i f 1 l : : : L L - j : i . L  :it:ctoi- i n  lt.'7'1-72 f'3211 t o  
I ' I  

. ) . : : I  ~ x r c c n t  i r ~  cur re!^?, ;)rict.s ejlii* t o  2 . 5  perc?n.t i n  calendar 1973. 
1 r 1  ~ C ! L L  L.~:I.III:: , .:l:::cc:i::~t.o ir;iIuntr i:ill ou-Lpllt i n cnl.cndnr 1973 d j  d 
r l i ~  t ~ I ~ C L ' C L L S U  :LL :ILL :LLILL i?  setfn;.: i. l i(r:.ly t hut L i )  : ! I  will t ~ l s o  : ; ~ I U W  111, 

growth a i n  r e a l  output .  The primary rea.son f o r  t h i s  i s  t h e  severe  
sliortags of foreign exchange fol- inpqr t  of raT*r ma t e r i a l s ,  inf.er-  
mediate goods, spare  p a r t s  and necersary equipment requ i red  t o  
u t i l i z e  ex i s t i ng  produztive c a p a c i t j  more f u l l y .  For 19',Tb, 
u t i l i z a t i o r l  of capaci ty  i n  indus t ry  w a s  es t imated a t  some 65 
percent.  i f  the  fo re ign  ex~hange  cons t r a in t  i s  re~noved, it i s  
e s t  imatdd t h a t  output w i ~ h  t h e  e x i s t  lng i n d u s t r i a l  capac i ty  snd 
,q jera t ing p r ac t i c e s  ( v i z .  sh i f t , s )  could b? increased by a s  much 
as 32 perc.ent and pe rx i t  c lose  t o  f u l l  u t i i i z a t i o n .  This imyl ies  
:!.I i nc rease  i n  i n d u s t r i a l  outtput valued z t  near ly  SE 600 n i l l i m .  
'Ti;:. :increases i n  output soul d pc.tenti .al iy be r ea l i z ed  i r  19.75, 
w:t!lin 3 shr;rt per iod.  

I11 i973,  sbout 9 percent  of i n d u s t r i a l  otifput (from bcth t h e  
pab l lc  and p r i va t e  sec tor !  w a s  exported; t h e  t a r g e t  f o r  1974 i s  
ti:e same; however with t he  fo re lgn  exchange presen t ly  a v a i l a b l e ,  
t k i s  f i gu re  could drop t o  5 ~ e r c c z t .  It anould a l s o  i;.- pointed 
out tilac ir 1973, 64 percent of  lcnnufactiued exDorts went t o  
F%st European coun3ries iu',der t r s d e  agreements ( t h e  "clear ing" 
w e a )  and hence d id  not produce f r e s l y - u s ~ b l e  fo re ign  exchange. 
iiow, however, %he Governmen+, i s  sh i f z ing  t h e  di r -ect ion of t r a d e  
f c.-..~srds convert-ible currency e roas ,  sod a proi;ressively inc reas ing  
s h a r e  oP exports  a r e  expected t c  be so ld  i n  conver t ib le  cnrreczy 
ma;.ket c . 
Tile 19'i-7'7 inrres-tnent p l sn  f o r  p ~ i ~ l i c  s ec to r  manufacturing, 
prepared i r ?  1372, s e t  a t a r g e t  cf investment of LE 1,52(2 mi i l i on  
($3 .  k g 6  mi l l i on )  f o r  t h e  r 'ive year;. Actual in-restrrients houever 
feZ.i sho r t  of t.he t ~ r g e t ;  i;l 1973, igvestrner:: angunted t 3  23 70 z i l l i o n  
-.cd are budgeted a t  bE 73 inilliori fc~: i9'74. The ~ h o r t f a l l  between 
e:cgxfa?i~jn.i; and rl2aliz;'iion i n  i?zin.Ly t ~ t t r i h i i L - a h l ~  5 0  t h e  Inck. of 
fo rp ig?  enchacge. As a r e s u l t ,  Isore restrictive c r i t e r i a  have hcd 
t: be a ~ p l i e a  50 determine p r i o r i t y  investment ; Tais  has ,  i n  gene ra l ,  
i2d  t o  f'?~-vorins t o e  c o m p l e t i ~ n  of on-going ki-ojects , a postpcceinent 

L. 
..,I il:;.~ ~ i l ~ : ,  . ~ c ~ i  son~e n e g l x t  of maintenance and repiacexent  or" 
.-.:..;.ui cxe;it i r l  tile key i r d u s  t r i a l  subsectors  . 

c :lpac i Qr  
The t 3% ;iL amoilni a ~ d  distl'ibuti:.;li ~?i'!:mderutili~a:;Ij c > ; i l  ~113ng %.ric;as 
;aaseccors of industry  :Je-e efal..lateli i n  t w : ~  (;o-/errbz!ent st71dirs, 
,;I= i n  duly 19'73 t o  gai_de budget ~ l l o c a t i o r i s  l a t ~ r  i n  t>.e j es? ,  
. , ;  i.n Ft:brua.rjr 19y4 utlich was uil;feri;r.;er; ;?cause of 9 

r ap i  clly cietrriorc,? i. r![: posit icri .  The ;'istr i b u t i ~ i - ~  of PC;: -.fit l?.l.ly 
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i d l e  c a p a c i t y , i n  1974 var ied  among publ ic  i n d u s t r i a l  subsectors  a s  
shown below: 

Target Production, I d l e  Capacity,  and Imports 

i l l  ( 2 '  ( 3 )  ( 4 )  
( ~ d d i t i o n a l )  

Indas t r y  Target I d l e  Cepa- Imports 
Group Production 

; i t y  . Needed ----------- bE mll l lon  ) ---------- !?if! 
Food Prccess ing 453 133 1 3  1 0  
Tex t i l e s  440 102 9 9 
Cl~ernicals 135 5 7 19  3 3 
Engineering 134 65 1 3  2 O 
!4e ta iPzg ica l  117 610 18  30 
Building Mater ia ls  5 9 1 4  3 21 
?-1~scei:-aneous - - - - .2 ' - - 

~ o t  a 1  1,338 - 4 31 - - 77 - - 1 3  - - 
Subs t an t i a l  inc reases  i n  fo re ign  exchange w i l l  be needed t o  f inance  
th.2 equipment and spzses requ i red  t o  a c t i v a t e  i d l e  i n d u s t r i a l  capac i ty .  
Net import requirements a r e  t h e  d i f f e r ence  between t h e  l e v e l s  
required t o  meet t h e  production t a r g e t s ,  which t h e  Minis t ry  of 
Ingiust.ry de t e rmkes  hnnually as a r e a l i s t i c  maximun, and t h e  amounts 
a l ready provided under t h e  budget. Th? phys ica l  volume of imports 
t r ~ s  t r an s l a t ed  i n t o  value terms by determining t h e  import p r i c e s  of 
goods i n  February 1974. Thus t h e  t o t a l  fo re ign  exchange requ i rzd  
fc)r import of ra-d ma te r i a l s  and intermediate  goods was es t imated 
at G3 238 mi l l i on ,  t o  support t h e  1974 production t a r g e t  of LE 1,813 
mi l l ion ;  t h i s  f i g u r e  inclucles t h e  p r l v a t e  s e c t o r ' s  t a r g s t  producticn 
le~:?l a f  bE 475 mi l l ion .  The Foreign Exchange Sudget (FEB) provides 
BZ 151 mi l l i on ,  leaving [let import requirements of  LE 77 mi l l i on  
($199 mii l iol i  eqa iva l en t ) .  The average import coe f f i c i en t  i s  '13 
percent ( i  .e .  LE 238 di.vrided by bE 1.813).  On t h a t  b a s i s  t h e  output 
,,::j.iue o f  ttlc i d l e  cape:ity i s  es t imated at bE 590 mi l l i on  ($1,510 
::iil.lion e q u i ~ ~ . - l e n l ; ) ,  or about 3: ~ e r c e n t  of  output  capaci ty .  In 
saurp c3ntr:i:; L t o  19'?:+, t h e  J u l y  1973 r epo r t  es.tiri~ated i d l e  cap?.city 
-in ~l :s . i  yea r  ::.s l j l  ntel-c : r i t .  

'i'l:e b : > ~ . ~ ? n i n g  sllor trtge ~ f '  foreign exci'ange r e s u l t  LC<:  l"reorn f he t i g h t  
ba iacc?  of payments pos i t i on ,  exacerbated by p r i c e  increnses  &ria :he 
breakdown i n  c l e a r i ng  a r ea  d e l i v e r i e s  i s  t h e  naLjor reLson f o r  sever?  
u ! i d e r u t i i i ~ a t i o n  of capaci ty  i.11 ifidustry.  As 3 r e s u l t ,  !;he I.e~:els 
u f  s v a i i a b l e  invi2ntories of needed i.mports have been 3eclir.ing 5 : l . l ~  
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sccep tab le  lwels zt the p l m t s .  Some p l a n t s  msj- have t o  c l o s e  down 
5 e a p o r a r i l y  ~ i t h i n  s f 'ew mmths ,  c r  a t  l e a s t  may have t o  c l o s e  down 
> e y  product ion l i n e s ,  v h i l e  work i n  process  i n  o t h e r  a reas  accumulates.  
These e l f f c t s  are l i k e l y  t o  be f e l t  througnouz i n d u s t r y ,  bu t  may 
becone ws t  severe  i n  chemicals and meta l lzrgy.  
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Annex 3 .  Csmgdity  Composition of Imports, 1962-73 

. *%"arm 
1 I C r d e  p c t m l a u ~ l  11 h t r o l e t m  products- 

! Coke a coJ 

Fr- cowmdltiar 
Yberrt 
Tobacco 

i H m l  
Jute 
A - s w  
U l z e  
Xdsr  xad rklxu 
Otber 

fntanwiicte  c d i t i a r  
t a w  f4fs 386 vegetable OUU 
Ctmlexlr ,  orgaoic aad i n o r g u i c  

2 1 U,-rrcugnt. m s t s  and sc P matale 
Lran a d  s t ee l  product8 7 -8-a mi colazing& 
~ o & ? /  

61 -per .nd ppcr 1produet~- 
Brr t l l i r c r a  

71 3 lec tr lca l  pmductb 
Rubher a d  rubber ptoductr 
Oils as4 w s x  
Y bdding end tartile fabric8 
?iij u ~ d  cast l m n  
Other 

C % ~ i t s l  coemodities 
Autcwbiler and part 

81 Cther trxnsporLhtioq, 
Tcxtlle ~ r c h i n s & ~ ~ ~ ~  
Slc- t r i c iL  prcductn- 
tiqcl4 0113 sir p a p a  
& h e r  

: 3~2 ' . ' ~?1 .  C - ~ ~ J J  
?P,=bls 3 

5stcrrAilea 
?tdis -;.LC t chv ia ian  
2 : ' ~  - 

ri?rcus:!~b~? * 
h4'¶t flu&- 
76% ~ l i  , Cstl'et sad C O C C ~ -  

)!:a*? fish and pault&j 
P::dlc!nea 
I?! a id~c tan t ; r  

I,f!r,',?ls 
Cther  
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Sources: Central  Agency for Public b!a3il!,zatlcz1 and Cbat;istics, - !!n-tkl-v !?.:,llet!r, cf 
iorP!nn ?red?, J.ry.2 I?:? :,.&-i;t 1572, end data  sup?llcd t o  t h e  oi~sion (based GI) -- 
CU:C.CJ~S s t ~ t ~ s t i c s ;  the  t ab l e  above i s  adjusted for t h e  d t f i e r e n t  comodi tg  clessif'i- 
ce i ions  use3 i n  t h e  3 i l l e t i r . s ) .  

1/ Fetrcleura b igar t s  as s e ~ ~ e d  by Lhe -tian General Petroleun Corporatioa d i f f e r  
a u g s t a i ! t i . ~ y  trm the  customs s t a t i s t i c s .  They are a s  f o l l m s :  

1968 1069 1970 1971 1972 1975 

Crude petroleum 
P t t r o l e ~ a  ~roducts 

2'3 tsl 

(Xn millions of Egyptian pounds) - 10.6 13.6 17.3 19.0 16.9 - 28.0 2a 1- - .-- 
1 33.6 ~ L O  48.1 L1.b 35.9 

2 1  Id~:iude; i r on  and s t e e l ,  copper, alumhi um l ead ,  z inc  snd tin, 8nd unroasted -iron I 

S t e . 2 ~ .  

3: Iacludes b i l l e t s ,  rods, bars, anjles and shapes, Izoqs, s t r i p s ,  oheeta, p i a t e s ,  
naiinsulated w i x ,  alloy and high carbon s t e e l ,  sewaleus pipes and tubes, tube md pipe 
f it",.r4s, casks and containers,  cyliaCcrs,  chains and par t s ,  n a i l s  aod 0the:-s. ! 
4/ Includes t e ~ i a g  ex t r ac t s  of v2gttnble o i l e ,  synthet ic  organic and a t h e r  dyestuffs ,  

vsrnizhes , enaaals (etc . ) and print ing ink. i 
5; Incluies  wood ,sq?uued and l e ; . ~ t b i s e ,  pbwood, cork and products. I 

I 
G/ - Incluiie? aU paper hnd gapemsking naterinls except tbin paper, paperboard, 

c t c .  l o r  ordi,?ar*j consureption. 
7,; Ir.:ludes insula ted w i n ,  e l e c t r i c a l  parts ~ n d  carbon a r t i c l e 3  f o r  e l e c t r i c a l  use ,  

t1;;t;icd s t a r t i r g  and i gn i t i on  equiprent and insula tors .  
6/ Includes l ocomt ive s  , a i r c r a f t ,  vessels and nomu t o r i r ed  ve!:iclcs and part6 thereof 

{ c ~ c l u d e s  3 t iva t e  passenger vehicles  ) . 
9/  Includes mciiinery fo r  mumade text i le .s ,  velrving, h i t t i n g  a n t  sewing aschirses - 

( ~ r :  !*3r private  use) and t e x t i l e  dyeing, rlryix and washing -chines. 
10; Getientors  ( e t c  . ) , r e c t i f i e r s  , prinnry c e l l s  a d  b a t t e r i e s ,  e l e c t r i c a l  furnaces ..- 

RIA ~ ~ , - f i g ,  haating r e s i s t o r ~ ,  wire less  acceenories, t r a i f l c  con t ro l  equ ip ten t ,  e t c .  
11/ Cccloa beans bcluded  In pr ianry  c o d l t i e s '  (rsv mitt rial^; c l a s s  in t h e  -- 

!iz~.:"rp h i l l c t b l s  f o r  1970 and 1971. -. #' 

.L, - icc!.rldes ch i l l ed  or f?ozcn mat and f i sh ,  meat and f i s h  preparat ions ,  d a i r y  
p.'%k~ce, epSs and honey. 
131' Incluc??~ s a d b ,  bsgs an& f ab r i c s  of jute. -- 

BEST AVAILABLE COPY 



Annex 11. Imports by Corntry, 1958-73 AID-D~~/P-2067 
December 1974 

(ia is 8lillions)Y 

- . - - -. . . . 
~ - . - 

r,:b-ra ~ r a b  ~apubuc 0.: 9 . 1  0.1 3.5 6.11 i.1 
K~wait  
Bahrein 

Wectern turopr 
G e r q ,  Federal 
njly 
Ud ted Mngdm 
Fk%lcl 
Svit zerlcnd 

letherlrnds 
*den 
Yugosl v i o g  
oth&.2f) 

A d n  (nondrzb) 
Japan 
Other 

A f i f  ca (non-Ar&) 
Western liedsphere 

United Statcs 
Clur62r. 
Utkcr 

b/ OeeMia md 0th- 

SuCan 
Syria 
XI?? 
J x d m  
A7Lgeria 
C C!:er 

' Western Eumpe 

2haew 
Asia (non-Arab) 

IaZia 

Gthrr 
m i c a  (r.cn-kabiq 
Wastex~ wmisphere (Cuba) 
Eastern. E.w?e 

U.S.S.R. 
Frseern C . w  
Czechoslovakia 
P:>land 
Ro~rmia 
!'.:g."*,..' . ,-., 
'GI~L-? 3 ?/  
V~g!,.:l.?.~.<a-~ 
O thr r 

0.3 0.5 O.? ?.5 

~ ~ w u ' c ~ - s :  Ccntral Agency Ccr P ~ b l i c  f(o'i~ilizs.tiol; an4 J t a t i ~ t f c s ,  b!onthly ,W:?t;!i 
af :o?c;l.:?r TIMC June In. and A w s t  1972, 0r.d datn provided to  tho nisclon. 
1: ,Z 5-sh !-4 :nrtlcntes that C.hn figure i s  zero or less than TS :?.I r.lllio;r. 
7 I ':r~..ic vjth ~ U ~ O S ~ E - V ~ C  f s  i n  ccnvrctiSle cunrnc!ez sinrr Jnlq :?73. 
- I  .- 

. r . r . :112cs !",:Lmcl an:: Crms wnich KC: ~ o d e ; '  5n;tern Euro-e at  thc 4ollrr.e cjtrr!. 
f? Z-.I,-, re.'er n=i?rk, t ,  :.,str?.l? ; incl.ude$ &Is3 1:ru Zcoland znd ami ly  a p o f i - ~  

3-.7i z:: ::riles :- shi?s  and ~cro:ilaaf-:, p 3 s : e ~ ~ ~ r ~ '  dutiatlc l~:~,- .gc,  7a.l ether. 
3; ntl?.'.ri-? L b.radi. In.' ;?.pal::: .,.ror.>elir cbmcrioe. 
!/ ;'r.,:l.u3r: Turkey t::? Cmccc vbfc?. ere inclu3c.l unE?r E?.ste;n h 1 r ~ 2  r '  the sourrc 

+.*..,; 
.A". . 

- 1  , , - ~n::l:::!e:: ::cr+h '.':ct -' -:. !!-r*:. :.cr:.:+ -nd Vqn~t? . in .  
7,' i o - . l u  ::-- 50 :.:<-, tr.1.:. , '$!: .:-. -3 ?.t!-y-. - 
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Annex 5 .  The Pa ra l l e l  Foreign Exchange Market 1/ 

7 .  The p a r a l l e l  rnatltet was c r e a t e d  i n  September 1973 by t h e  Government 
- o f  Ey:pc i n  n r d e r  t9 encourage t h e  inflow o f  f r e e  f o r e i g n  currency r e s o u r c e s  

acd t o  i~aprove  the  process  o f  a l l o c a t i o n  o f  f o r e i g n  exchange by l e v y i n g  a  
?re!nium ol' 50 percenc above t h e  o f f i c i a l  r a t e  f o r  buying and 55 p e r c e n t  f o r  
s e l l  ing f t e e  c c r t e n c i e s .  

Sources of Funds 

7 -. The major sources  of funds f o r  t h e  p a r a l l e l  market ,  are: ( i )  remit- 
rances by Egyptians working abroad (expected t o  be around 50 p e r c e n t  of  ,:ctal 
;.n 197Lj  ; ( i i )  r e c e i p t s  from f o r e i g n  t o u r i s t s  (about 35 p e r c e n t  of t o t a l j ;  
::it) e x p o r t s  of nan- t rad i t io r , a l  i tems ( i . e .  excluding c o t t o n ,  ya rn ,  textiles, 
 ice, f r e s h  on ions ,  g a r l i c ,  po:atoes, cement, and re-expor ts)  bo th  from p u b l i c  
and p r i v a t e  s e c t o r ;  ( i v )  50 percen t  of yarn  and t e x t i l e  e x p o r t s  i n  excess  o f  
o f f i c i a l  expor t  t a r g e t s ;  (v) t r a n s f e r s  by Arabs and o t h e r  f o r e i g n  n a t i o n a l s ,  
except f o r  those  r e l a t e d  t o  inves tments .  

-7. The major usages a r e  : ( i )  imports  of i n d u s t r i a l  raw m a t e r i a l s  and 
intermedia- goods, e s s e n t i a l l y  f o r  t h e  p r i v a t e  s e c t o r  a t  l e a s t  i n  1974 (for&- 
cast t o  t 3 t a l  70 pe rcen t  of a l l  u s e s ) ;  ( i i )  import of  tour i sm-re la ted  goods 
and m a t a r i a l s  ; ( i i i )  o t h e r  i n v i s i b l e s  , inc lud ing  c o m e r c i a l  and f i n a n c i a i  ex- 
penses, p a t e n t  f e e s ,  r o y a l t i e s ,  e t c .  b u t  excluding s h i p p i n g ,  h s u r a n c e  and I 

y o * ~ e r ~ m e n  t account t r a n s a c t i o n s .  I 

I 
I 

Orzsc iza t ion  and Procedures 

-. Yhe primary r e s p o n s i b i l i t y  f o r  po l i cy -dec i s ion ,  recommending changes, 
a - d  rdvieving the o p e r a t i o n s  of t h e  p a r a l l e l  market l i e s  w i t h  t h e  P a r a l l e l  
. ' z r k s t  Ccrrznittce, which works under t h e  g e n e r a l  d i r e c t i o n  of t h e  Higher Corn- 
ai :# : e s  f o r  Planning of Foreign Trade. 

- 
-, . The day-to-day banking o p e r a t i o n s  concerning t h e  p a r a l l e l  market a r e  
ct!oc r.i:.<ed by t h e  C e n t r a l  Bank, a s  i n  t h e ' c a s e  of a l l  f o r e i g n  exchange t r a ~ s a c -  
0 s .  The Ceneral  Eank has designated four  commercial banks f o r  hand l ing  a l l  
3 ~ ~ l : i o g  t r s n s a c t i u n s  in t h i s  f i e l d :  Bank Misr, Bank of  Alexandr ia ,  aanqua du 

':.I-< a21 Yztional  Bank. 

m .  ..ne 3ovnrnYent has  nominated the  Misr Import  and Export C o q a n y  f a r  
, . -  . -.- ,- .... v : .  l n ?  a l l  appl  t c .? i ions ,  o r  p u b l i c  s e c t o r ,  concerning impar t s  through ~ h e  
,.-,..>: ' . .. < .  -.=!. rrar!cc t . A l l  s p e c i s l  c e l l ,  Commercial Agency f o r  P a r a l l c i  Yarket  
! ; - c i . ? ~ 1 ~ > n s  (CkVMQ),  i n  t h e  !!isr comQariy c r e a t e d  t o  perfum t h i s  f u a c t i o n ,  works 
i n d e r  t!lc g e n e r a l  d i r e c t i o n s  g iven by t h e  P a r a l l e l  Market Committee. 

P I - iva te  S e c t o r .  The procedures a p p l i c a b l e  t o  t h e  p r i v a t e  sec to ;  - 
. r2r2.7t1;. bean s t r eaml ined  t o  exped i t e  t h e  process!np: of 2pp l i~a f i0 t I t3 .  

I -  ' . . .i ! iC ; : e ~  t h a t  the t i n e  !,etwcen t h e  submtssion of a p p l i c a t i o n  and o p e q h ~  

- 1 - c I .  ,, : i ,,I1;) 
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of l e t t e r  of c r e d i t  w i l l  be reduced from 2-3 months t o  15 days. These mea- 
s x e s  iire a l s o  designed t o  inc rease  the  demand on p a r a l l e l  market resources .  

8. The major r e f o n  concerns t he  r o l e  of t he  I n d u s t r i a l  Cont ro l  Board. 
:'ow t lx  Qoard prepares  a list of au thor ized  imports f o r  each p r i v a t e  s e c t o r  
c ? r e v r x s n  a t  the  beginning of the  year.  This  l ist is s e n t  t o  t h e  Misr Company. 
$.s a r e s u l t ,  the Misr Cnlnpany no longer  r e f e r s  i nd iv idua l  import a p p l i c a t i o n s  
c 3  che ' ' i z i s  t r y  of Indus t ry .  Ins tead ,  it d i r e c t l y  approves a p p l i c a t i o n s  by 
r a f s r r i n p  to t h e  lists of  approved imports. Other  s t e p s  i n  t he  procedure  
remain t h e  same. 

\ 

3. So f a r ,  p r i v a t e  e n t e r p r i s e s  submit t h e i r  i npo r t  reques t s  twice  a 
year. To s l r ~ p l i f y  t h e  procedures,  i t  is planned t h a t  i n  f u t u r e  e n t e r p r i s e s  
s a b x i t  :heir app l i c a t i ons  f o r  annual import needs a t  one time. Th i s  w i l l  
redcce t h e  red tape and permit t h e  e n t e r p r i s e s  t o  plan t h e i r  product ion on 
a n  a n n u d  klasis. 

I 9. - Publ ic  Sector .  Publ ic  s e c t o r  app l i c a t i ons  a r e  approved as a s p e c i a l  
case by a s o e c i a l  Determination Committee when t he  a l l o c a t i o n s  under t h e  
Foreign Exchange Budget a r e  considered inadequate and t h e  imports o f  i n p u t s  
through the p a r a l l e l  market a r e  riot expected t o  adversely  a f f e c t  t h e  end 
p ~ o d - c t  p r i c e s  t o  t he  cons .met. Thus t he  Determination Cmmit tee  n o t  on ly  
stuflles the p r i c e s  (as i n  t he  case  of t he  p r i v a t e  s ec to r )  bu t  a l s o  determines 
the ~ e s i r a b i l i t v  of t he  import. 

~ e c e n t  Changes i n  t he  P a r a l l e l  Market 

1 1 .  On June 1 ,  1974, the  e f f e c t i v e  r a t e  i n  t h e  p a r a l l e l  market became 
suDiect  KO change by a committee e s t ab l i shed  f o r  t h i s  purpose. However, t h e  
E q p ~ i a n  a a t h o r i t i e s  have ind ica ted  t h a t  t he  r a t e  w i l l  n o t  be reduced from 
its ?resen t  l e v e l  i n  t he  near f u tu r e .  I n  add i t i on  a s u b s t a n t i a l l y  l a r g e r  
l ist  cf commodities was e s t ab l i shed  which could be imported through t h e  
7arallel market. The comnodities a r e  mainly f o r  "productive" purposes bu t  
l -.:!urie ite-s llke frozen and canned meat and televLsion sets of s i z e s  n o t  
prgdeced i n  Egypt. 
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1 / Annex 6 .  Foreign Exc!lafige Ailocation arcd Imports Licensing System - 

Foreign Zxclmnge Budget: A l io t a t i on  Process 

1. For t he  pas t  few years ,  the formulation of t h e  FEB has been t h e  
bas i c  mechanism through which fore ign  exchange 'a l locat ions are made ro  en t e r -  
p r ise2.  

2.  Around June of t h e  preceding f i s c a l  year,  ehch publ ic  s e c t o r  e n t e r  
p r i s e  prepares es t imates  f o r  its import need f o r  t h e  succeeding year ;  t h e  es- 
timates a r c  broken down by f r e e  currency and c l ea r ing  account needs. Request 
frc i :Re en te rp r i s e s  a r e  reviewed by the  concerned General 3 rganiza t ion ,  and 
:hen iomardt;d t o  the  Ministry. The Minis try, i n  t u rn ,  discusaes  these  esti- 
mztrs wich +he General Organization i n  l i g h t  of t h e  preceding year ' s  p e r f o m  
snce, production t a r g e t s  f o r  the  next year ,  a c tua l  inventory l e v e l s ,  p r i ce s ,  
rs lac ive  p r i o r i t i e s ,  e tc . ,  and then submits its request  t o  t he  Minis t ry  o f  
Foreign Trade. The a l l oca t ions  o f  fore ign  exchange by t h i s  Ministry a r e  iip- 
p r ~ v e d  by the  Cabinet. 

3. The a l l oca t ions  t o  t he  Ministry a r e  then a l l oca t ed  among orgaaiza- 
t ions  and/or commodities by the Minis te r  concerned. The General Organizat ion 
ccncernlad i n  tu rn  a l l o c a t e s  funds t o  ind iv idua l  en te rpr i ses .  Each General 
Crganiaation has its own c r i t e r i a  f o r  a l l o c a t i n g  fore ign  =ch;urge amongst 
e - t e rp r i s e s .  For example, t he  General Organization f o r  T e x t i l e s  gives  
h i m z r  p r i o r i t y  t o  the import of raw mater ia l s  over import of spa re  p a r t s  
and accessor ies  i n  order  t o  keep i ts  f a c t o r i e s  running i n  t h i s  per iod  of 
severe fore ign  exchange shortages.  It a l s o  uses input /ou tput  c o e f f i c i e n t s  
t o  determine the  a r ea s / en t e rp r i s e s  which can maximize increases  i n  production 
wi ~h the l im i t ed  a l l oca t ed  resources.  

4. For the  c lear ing  account imports, the  a l l oca t ions  a r e  re leased  f o r  
t iAe fuli year  a t  the  beginning of t he  year. H c ~ e v e r ,  f o r  f r e e  currency im- 
p u r c s ,  a l l oca t ions  a re  re leased every quar te r .  The FE0 is  amended every quar- 
L e i  according to  the l a t e s t  developments i n  E ~ Y P ~ ' S  balance of payments sit- 
 ati ion and the  changes necess i ta ted  by va r i a t i ons  i n  world p r i ce s  of corrrmodi- 
t.: -5 < e m s .  food) which  must be imported i n  pre-determined quan t i t i e s .  

-. , 
! iilancinr; Recurrent .Imcorts f o r  P r iva t e  Sector  - -. - 
% . . Sj.cce the  c rea t ion  of p a r a l l e l  market, no provls ion f o r  recurreriL 
-, : ~ : L ~ , L . L . ~ s  ,-. ., - needs uf the  private s e c t o r  is made i n  the  FEB, bu t  the  availabL1it-r  
sf foreign exchange to  the p r i v a t e  s e c t o r  has iucreased s u b s c m t i a l l y .  P).i--, 
I .. h . a - 2  en te rp r i s e s  now have two main sources f o r  firiancing their import;: <;L> 

prcczeds from ov;r exports ,  ( i i )  a l l oca t ions  from the  p a r a l l e l  narket .  Private 
?l~r:crprises a r c  authar ized t o  use the i r  e x ~ o r t  earnings ier importing appro~rer! 
r~::; :rial-erial, spares  and equipment wi th in  s i x  month; of r e c e i p t  of their ex:;rcrt 
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zarnings.  A f t e r  t h i s  period, r u ~  unused export earnings a r e  s o l d  t o  t he  p a r a l l e l  
market ( i  . e . ,  a: 50 percent prestum over the o f i i c i a l  exchange r a t e ) .  P r i v a t e  
cnt  e rp r i z  es , both exporters  and non-exporters , a r e  i n  a  pos i t ion  t o  purchase 
fo re ig r .  sxchalige i n  the  p a r a l l e l  market f o r  importing approved mater ia l s .  

5 Bcfore the beginning of a  f i s c a l  year, pr iva t e  s e c t o r  e n t e r p r i s e  
file t t r i r  import req-tests t o  the  I n d u s t r i a l  Control Board i n  the  14inistry 
c: I n d c ~ t r y .  After reviewing t h e  v a l i d i t y  cf t h e i r  request ,  t he  Board con- 
so l ida t e s  t he  t o t : ~ l  import needs of the  p r i v a t e  s e c t o r  and submits them t o  
t h e  Ministry,  The Mlnistry reviews t h i s  request  and, a s  i n  the  case  of 
General Organizations,  makes its uun reconmendations t o  t he  Hinlstxy of 
Foreign Trade. On r ece ip t  of its t o t a l  a l l oca t ion  from t h e  Cabinet, t he  
f l i r i s t r y  decides the a l l o c a t i o n  f o r  the  p r i v a t e  s e c t o r  -- both f o r  f r e e  
currescy and c l ea r ing  agreement imports. Within L!is a l l oca t ion ,  the Import 
Coccrol Board then d e t e n i n e s  the  quant i ty  of var ious commodities t o  be in-  
ported by the ind iv idua l  firms during the  year. The list 2s  fuPzher broker 
as:n by f r e e  currency and c lzar ing  agreement imports. The former list 1s 
san t  t o  the Determination Cammitte f o r  the p r i v a t e  s e c t o r  while t h e  Board 
itself determines imports authorized f o r  t h e  f u l l  year  from c l ea r ing  agrae- 
aerie countr ies .  

I ~ o o r t  Procedures .- - 
7. Since September 1973, the decision-making process  f o r  g ran t ing  
i a p o r t  l i c enses  has been decentral ized.  Ins tead  of a c e n t r a l  import l icene-  
ing o r f i c c ,  imports a r e  now authorized a t  t he  s e c t o r  level: coordinat ion 
bemeen d i f f e r e n t  s e c t o r s  a t  the  na t iona l  l e v e l  is achieved p r i n a r i l y  
t k r ~ u g h  the  FER. 

U. Determination Committee a r e  t he  key organiza t iona l  units i n  t h e  
cur ren t  .Linport procedures. Presen t ly ,  t he re  a r e  23 such capmittees a t tached  
t o  variocfi min is t r ies .  Under rhe changes now Seing considered, t h e i r  number 
will i n c ~ e a o e  t o  46, each atrached to  a  General Orgznization. 
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-I l?  t h e  r i c h t - h a n d  n larg i l , ,  f o r  e a c h  item, w r i t e  a n s w e r  o r ,  as  a p p r o -  
p r l z - r e ,  a summary o i  r c q t ~ l r e d  d i n c u 3 s i o n .  A s  n e c e u s o r y ,  r e f e r e n c e  
t ! i -  section(s> of t h e  C a p i t a l  ~ e s i s c a n ' c a  P a p e r ,  o r  o t h c r  c l e a r l y  : 
i d e n t i f i e : :  a n d  a v a i l a b l e  d o c u m e n t ,  i n  wh ich  t h e  n n t t e r  i s  f u r t h e r  
d i ~ c u s s c c l .  T h i s  form may b e  made a p n r t  o f  t h e  C a p i t a l  A s s i s t a n c e  
? a ~ e r .  I 

i 
. . . . . .  ... , . .  . _  

T!le  f o l l o v i n g  a b b r e v i r s t i o n e  a r e  used : I 
7 k . i  - Foc:e ign  A c o i s t a n c e  Ac t  of  1 9 6 1 ,  as amended.  I 

! 
F A A ,  1 9 7 3  - F o r e i g n  A e s i o t n n c e  Ac t  of  1 9 7 3 .  i I 

I 

hpp.  - F o r e i g n  A n s i s f a r ~ c e  a n d  R e l o t c d ,  Prograno A p p r o p r i a t i o n  l . c t ,  1976. 
I 

?G!A - H c r c h a n t  Wnrine Act  of 1 4 3 6 ,  as amended.  

1. ------.------.> FAA G Zo.5: 8 2 9 4 :  5 l05* The loan is bein7 made u r l t l ~ t r -  the 
20C; --- ?. 1 0 7 .  I0 loan  boing made author i ty  of the Middle East  A s e i s t -  

, ance sec t ion  o f  the p;acC sf 1972 
. , 

and chapter 4 of pnrt two of t h e  
a c t  and is ifitended (1.) to support  
the ycnc?:zl economy of Egypt 
a s s i s t i n ?  t h c  G 3 9  i.n its prr,grams 
to uti l ize:  tho f u l l  produztive 
capacity of ex.ioting rntl-.:ctrial 
cntcrp?:iscs an2 ( 2 )  to provide 
agricul i-.:c-al inputs to i ~ c r c c s e  
agricu!.ti!ral production. 



a ,  f o r  a g r i c t ! l . t t i r c ,  ru:.uZ d e v e l -  
opntcn t Oiq  nu t1 . i  t i o n ;  Not applicable. 

b .  for p o p u Z a 2 i o n  ptannina OP hea l th ;  ~ o t  applicable. 

. c .  f o ~  e d u o a t i o n ,  ~ t d b l i c  ndminis- ~ o t  applicable. 
+ ; r a t i o n .  o r  hunran reaou ,*coe  dcvs lbyment;  .r 

d .  t o  notvc econo~nic  and ooc iu t  Not applicable. 
dcvc  Zop~zcnt p r a t  Zdm3 i n  f f c l d c  ctcclt ao 
t r ( ~ : ~ ~ p r ' , r ~ t a t i o ) ! ,  P O l J c l * ,  i t ~ c i u o t r ~ ~ ,  ~ c ~ * b a n  
dcvc2oprnont, c n d  c s p o ~ t  dc~eZopmi:nt; 



e,  i n  a u p p o r ~  of  t h s  g e n e r a t  Not appl icable .  . 
economy of t h ~  ~ c c C p i e n t  
cauntr! ;  o r  Tor dcvoZopmcnt 
programs aond14ctcd by  p r i v a t e  
o r  i n t o r n a t i o l z a  2 organ5aa- 
t i o n e .  

COII?TIRY P!?!'.rO??!lhNCE 

P~*opreoe Towards Co~cti t ~ . v  Coa 2s 

2 .  pnn b 0 1  ( b )  ( S ) ,  ( ' I )  Y. ( 6 ) ;  200 

I<o;king a p p ~ ~ o p l ~ i a t c  c f f o r t s  T'herc a r e  i nd i ca t i ons  t h a t  ti\.. GOE is 
t o  i:rcl-canc f o o d  p ~ o d u c  t i o n  w i l l i n 5  t o  reexaniine i t s  b a s i c  aq r i cu l -  
alld < I ; I ~ J ~ ~ O V C  ):!:!an& 501' food t u r a l  ph i.losophy. A growing emphas i s 
cl':orcxglc' al:d d i : ;  t ~ i b u  C i 0 7 t .  is  a l s o  being placed on 6..::ccntralizatio;: 

. .  of p t b l i c  sector a g r i c u l t u r a l  organiza- 
t i o n s ,  as  wel l  as on 1 i m i t i . n ~  the 
crea t ion  of s t a t e  farms t o  areas wf!:-.re 
such farms have a  c l e a r  advsr!.tcjc. i n  

. terms of efficiency. The increased 
avaj .Jnhi l i ty  of ex t e rna l  monctary 
resources s l ~ o u l d  r e s u l t  in locreases 
i n  food producticn ar.d o, ~ e r . t c i i l l y  
impr~vccl ntear,s cf fooci st.ora?r .-n;.; 
d i s tx ibu t lon .  
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( 2 1  Crea 
mafc for 

t i t l g  a favorable Efforts  t o  develop an "open door" 
I forsign and policy for  pr iva te  investment, both for-  

eign'md dcmestic, including es  tzbl i sh-  
enterpr i se  and  ment of a new Agency fo r  Arab and . 

irrvcr,sment. Internat ional  Cooperation t o  furnish 
central ized supervision of foreign in- 
vestment '. and r e l a t ions  with interna- 
t iona l  f inancia l  operations, reactiva- 
t ion  of the Investment Guaranty 
Agreelr.ent with the  United Sta tes  and 
development of a new foreign investment 
law containing major new investment 
incentives. Law No. 43 of 1974 
concerning Arab and Foreign Capital 
Investment Free Zones covers a broad 
range of a c t i v i t i e s  giving specia l  
p r i o r i t y  t o  projects  designed t o  ' 

generate exports,  encourage tourism 
o r  reduce the  need t o  import basic 
commodities. The investment incentives 
available t o  foreign and domestic 
investors compare favorably t o  those 
available from other deye lo~ ing  
countries. 

AID 7 , 2 4 0 - 2  ( 6 - 7 4 )  

1 3 :  Zi l z rcao ing  t l :c  publCc ' n  
- 0 2 s  i n  t h e  d e v c l o p m c n t a t  
p r 0 0 ~ ; 3 .  

New economic programs w i l l  have a 
beneficial  impact upon thepublic 's  
ro le  i n  the dcvelopmer.tal process by , ' 
encouraging development of indust r l a i  
and agr icul tura l  pr-crluction and 
developing broad-based programs such 
as  promoti.ng tourism w ~ i c h ,  t a k m  trlc:e ..- 
e r ,  inherently reauirt. incs:zaxd !);2b'.~~: 
pa r t i c ipa t io r~ .  Tho pro jetted forei ,r.; 
ex-change earnings E r a c l  such r1rocjran:r. 
should soon provide an in~cs t rnc i~r  
hasc for t h c  rest oL' thc economy. 
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( 4 1  f a )  A l Z o c a t i n g  c v a i  Zable 
b u d g e t a r y  r e o o u r c e s  t o .  

- d c v e Z o p n o n t .  , 

f b )  V C v c r t i n g  stick 
r e c o u r c c s  fez* ~ r n n c c s o s u r y  
m i  Zi t a r y  e x p e n d i t u r e  ( S e e  
a l o o  I t o m  No. 20) and 
. t ~ l t e r v o n t i o n  i t a  a f f a i ~ s o  

. o f  o t h e r  f rco  and 
i n d c p e n d c n t  n n t : o n ~ .  ) 
(Scc  also I t c m  No. 2 2 )  ,. 

( 5 )  Efnking c c o n o ~ n i c ,  c o c i a  2 ,  
anti 1'021'- t<ca?. I-a fclvnc s ~ i c l t  a s  
t a x  c o  2 l c c t i o n  i ~ ~ ~ p r o v c r ~ ~ c n t s  
and chcr~rgcs i r z  Zalzd t e n u r e  
a~ra71gi'r:rcrl t-3, arzd niaking 
p r o g r c s s  toward r e s p e c t  f o r  
t l ~ c  1*1r7.c of law,  fz-ccdom o f  
cavprccnl'-on and o f  t h e  P I - c n o ,  . . arrd P C C C ~ I I : . Z  t l i ~  inrpor t a n c e  
o f  i11c'.i7~l:d:iciZ f:~c,?tion, 
ini.t ' ictl--Lvl?, a71:I p r i v a t e  
0 1 1 1 ; c ~ ; p ~ ~ 2 : a e .  

Efforts to marshal1 available 
budgeting resources to 
cncourage j-ncrcased industrial 
and agricultural production 
are underway which in 1973 
iricluded reforms in Egypt ' s 
trade and fcreign exchange control 
system and consultation 
with the IMF and IBRD to 
strengthen Egypt's efforts 
to tap external sources cf 
foreign exchange for future 
development. The GOE has 
expressed its intention to 
increase foreign exchange 
allocations fox imports in 
order to increase industrial 
production, which in turn will 
result in increased tax revenues 
which will have a significant 
impact on the economy when 
devoted to reconstruction and 
development activities. (b) ~gypt 
is not diverting its resources 
for unnecessary military 
expenditures, nor is it engaged in a 
course of ccndilct of interve!ltion ' 

in the affairs of other free and 
independent nations. 

Egypt has enbarked on a program 
which enph~s izes reconstruction and 
revitalizaticn of industry which 
should increase domestic tax revecues 
especially from ind!~stry. A land 
reform prograrfi in t h e  early 1960's 
remade the agric~itural econorny in 
the direction of aiding t-he poorest 
rural popul,aticn. 31lring the years 
cf Middle I l ~ s t  conf l l cY the f i h ~ t i s t  
of Egypt ' s 6omestFc policies was 
toward econcniic, politicai snd 
social stability and little refcrm 
was accomplisilcd; h~wever, with 
the end of the October war, t h o  GOE 
has evidenced a desire to move 
al~e<lG i t )  t l i ~ ~ ~ : ~  a,--;,= 
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.(6) Nillj~, l;o ~ : o ~ ~ t r i b u t c  fund:: Egypt is wi l l i ng  t o  cont r ibu te  funds 
to t h e  pro  i t . c b t  o r  procram. and o ther  resources  t o  t he  contcrnplateC 

commodity import program i n  order  t o  
assure  t he  success thereof .  

. 
(7) d t h o r w i e e  r e s p o n d i n g  t o  ~ g y p t  i s  seeking t o  lessen  tens ions  
t h e  v i t a ;  e c ~ n ~ l n i c ,  poz i t ic ' aZ ,be tween  i t s e l f  and o the r  Middle Eas t  
and a o c i c l  conce r r in  of i t 8  na t ions  and i n  q ~ b a r k i n g  upon a broad 

. psopte,  a n d  d e m o n o t r a t i n g  a proqram t o  increase  i n d u s t r i a l  and 
c Zsar d o t c r m i n u t i o n  t o  t a k e  a g r i c u l t u r a l  production thereby irnprov- 
e f fec t ive  se lf-:re Zp measures ing the  q u a l i t y  of l i f e  i n  a l l  s e c t o r s  

of  t he  economy, is r e s p ~ n d i n g  t o  t h e  
v i t a l  economic, p o l i t i c a l  and s o c i a l  

. . concerns of i t s  people and is c l e a r l y  
embarking upon a course of effcct . ive 

B .  A r e  a b o v e  - factor6  t a k e n  i n t o  se l f -he lp  measures i n  t h i s  regard. 
account i n  t i t s  f u r n i s h i n g  .o f  t h e  . 
s u b j e c t  a s o i c t a n c e ?  Each of t he  above f a c t o r s  has been 

' 
taken i n t o  account i n  developing the  
plan f o r  t he  furn ish ing  of t he  

.: contemplated ass i s tance .  
-. . . 

Trea tmen t  'of U. S. C i 6 i z e n a  and firms.' Y 

3.  FAA 5 6 2 d ( c ) .  If a o c i e t a n c e  i s  Noneof the k n o w n e l a i m s o f a n y  U.S. 
t o  got re rnmcnt ,  i s  t h e  government c i t i z e n  a s se r t ed  aga ins t  the  COE 
ZinbZc a s  d c b e o r  o r  u n c o r t d i t i o n a Z  meet the  c r i t e r i a  of Sect ion 620 (c) . 
g r t n r c t t t o r  o n  a n y  d e b t  t o  a U . S .  In  any e v e n t ,  Egypt has now agreed 
c i t i z e n  f o r  goodo o r  o e r v i c e o  t o  p a r t i c i p a t e  i n  proceedings of a 
furr1ic~lled o r  ordcz-ed wlicre  , (a )ouchJoin t  Commission (USG-GOE) which 
ci t i .xc?n h a s  e x i t u u n t c d  a v a i  t a b  Z C  i~ill consiclcr outs tanding debts  of 
l e g a l  restad?:cs and ( b )  d e b t  is  Egypt. t o  U.S. c i t i z e n s  and . w i l l  seek 

. n o t  dcni.ed o r  c o t t t c n t c d  by o u c h  , t o  negot ia te  se t t l ement  of such dehts .  
povc rn t ? r en t ?  

4 ,  FAA --- fi G % n ( c ! ( l ) .  ..-- If n o o i o t a t t c e  E g y ~ t i n t h e & s t l s a s  t a k e n a c t i o n  
i , ~  t o  a q3vc::-!.tncttt, ha:] i t  wh id~  without appropriate  a c t i c n  or1 - 
c ' i ~ t n l t ~ t i i r ~ g  c;ovczlnme)!t c p c t t c i e e .  t h e i r  p a r t  would c a l l  f o r  i n s t i t u t j o i i  
o r  t ? : l l > d i . z ) i n < o ; ~ n )  t a k c ~ l  a)?y of Section 620 (*I sanct ion.  ~ ; O I J L ~ V S ~ ,  '- 

o s t i o ? ~  whic!l Ilcln t h e  t ? f f n c t  0f Egypt is now pa r t i c ipa t ing  i n  proc.:~dir:~-: 
,1af.i.ortnZi.::<>19, czv~*opr i c i : i . ? rg ,  of a J o i n t  Cornfi~issicn espr-:ialj.lp 
0 : : 1 h i  est. l i>lished t o  consider ar.L i~cgot ia tc :  
o r  c?onCroi! oj~]?~opc~~t!l of U.S. clainrs a r i s i n g  o u t  of p a s t  condact 
C i  t;i-::cr10 011 c)i  LC t Len b c !  t ~ r !  f i c i a  1,I.y of Eqypt. The Secretary of Stace 
or,jnpd b y  t l ~ c i ~ !  r.jl'!.;roti:'; i-if!:{?lg has 3ctc!-mir.cC i:hat the E g y p t ' s  

f;c!,r: $ 0  tli. oc- i:i:rgc? if;:: l . i g c r f ~ o t : ~ a ~ r c e n ! ~ ? n ~ ~  t o  estcJ,lj.sh a ;&:it Ccm~i tte:: 
towi:rcl ~1ic;l c.: t . i . z ( :? in  01- c7lt.i t ir!? ? t o  d i scuss  cornpr!t~saticrn of hwr ican  

na t iona ls  censtitutes appropriate  steps 
t o  discharge !:gyl\t ' s oblicjatiol:s under 
Scction 670 (el . Fee 3 al?ove. 
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5 .  F A A  E 620 (o ) ;  "!.ehc.r:tc?nts 
v - No instance of any sach se izure  o r  

P ) * o : c c ~ . ~ ? ~ . . !  .'!c?. ; f  5 .  If C O U I Z ~ ~ ? ~  imDosition of penal ty or sanction -- haRo6iGu,-Sr zntpoocd any  p c n a l t y  is n o ,  kno,. 
01. a a n c t i o n  n g a i n e t ,  any  I1 .S .  

. f i o h i n g  v e n c e t  on  a c c o u n t  o f  i t s  
f i s h i n g  a c t i v i t i e s  i n  i n t e r n a t i o n a l  

a .  has any d c d w c t i o n  r e q u i r e d  b y  Not applicable.  
Fishermen ' o  P r o t e c t i v e  Act b e e n  
made ? 

b .  haa cotnplctc? den. ia l  o f  Not applicable.  
a o c t s t n n c c  b e e n  c o n n i d e r e d  by 
A .  I ,  D.' Admin;n t ra tor?  

Rc lnt? 'o??g u i t l t  l,'. 5'. Goz)c~*ntnent and --- o t  he I* i;:i !, !,or: :: 
4 -- - 

6 ,  , ,  2 2 .- .- ~ o e o  r c c i p i c n t  No instance of any such present  
oouncrly 1 r c l * ; ? i r r l l  aocir:t-cncc t o  course of conduct i s  knohm. 
C11ba 01-  fciZ fin t a k c  nppro-  

. p r i n i ; o  o tc; :o  t o  p r c r ~ o ) t l :  s h i p s  
o r  n?:~lczlaf: '  r.:?tdcr i to  flag 
f I * D ~ : :  o ~ l l r ~ l l / : ) ~ g  C C I I - ~ O C D  t o  or  . f~lot:t Cuba ? 
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-8- 
.; l/j l;!.'@-.," (5-74) . . '. L 

The S e c r e t a r y  o f  S t a t e  h a s  
: 'AA 6 2 @ ( b ) .  If. crse io tanca  
2 =---- determined t h a t  Egypt ' i s  n o t  
{:: t o  a trol~crnr:~i??l!:,  h a s  1 . 7 1 ~  . c o n t r o l l e d  by t h e  i n t e r n a t i o n a l  . -r(- S e ~ ~ i i  ,.-!! g.7 Si,nt.c cictcrr:ri.necj communist movement. , 

i i l a t  it 7 1 3  i i ~ t .  r : o ~ t i ' ~ l Z e d  b y  
AID tk544.ni2-ct.SLCrMbna I Communist 

ir:ovcslcnt? 

5 .  F A A  fl C 2 0 f o )  : ?:'.clicr1:7~71 '6 ' ,  
I 

---.--- -.__ . . ,  .---.--A No ins t a i l cc  o f  any such  s e i z u r e  o r  
IJl'o t i ' c  f L'.: :-:-?-. i f  i; . If C O U ~ Z ~ F ~  i , p p O ~ i t i O ~ f  SUCh p e n a l t y  or sanction , 

- . 
f r ( z . 9 3 C ~ G ~ ,  L)?? i a p o a  cd  a n y  PC lta . 2 . t&espnepoBao~, t h e  conteT$lated 

?gP ( ~ ~ P o D $ s $ .  n s l p 2 4 8 o  i e k & & e s i e  program i s  n o t  t o  assist the conduct  - --..-- ~ ~ P ? ~ ~ P H X U @  & ~ O H  @ets@lspPi@$ i t  a o r  o p e r a t i o n  of a procluct ive 
wX#eh.Lt~g 1Q.c b6~$?!$@8 fiin t & ~ t g g 8 ~ & g ~ ~ @ & e r ~ r i s c  w i t h i n  t h e  meaning o f  
$W$63??cuitiz ~rn;i ,cd S t a t e : :  c n t c r - '  S e c t i o n  620 ( d )  . 

. . p r i o h ,  i s  t h c r ~  a12 agreemef i t  b y  . . . ? 

t h e  r e c i p C c > z t  cozt7ttry t o  p r c v e n t  
ezpcrt .  t o  t l l ~  I I ! ~ i t e d  S t a t e 3  o f  . i 

J ; ? I ~ C  i;llaiz ZOr :  of t h e  c n t c r p r i ~ e  ' 0 .  

; u  2 2 - o d u c t i o n  d u l l i n g  t h c  l i f e  
3a. t . l l k a a o a ~ y  d n d r t c t i o n  r e q u i r e d  by Not a p p l i c a b l e .  . ! . 

Fiolre~*mcn ' R  E ' ~ o t s c t . i u c  A c t  b e e n  i I 

! 
tncrde ? 

8 .  

, I  I h e  r e c i p i e n t  c o u n t r y  i s  not z j % 

. , a  : .-.-< . ..-[.L---- ' 2 ( ) IC r e c i p i e n t  c o u ~ t t r t j  country. 
C O : Z C ! ~ ~ X . ~ , . ? . ~  C O L ( ' : ? ~ P ~ ?  . . 

6 .  h a o  cornplcta dc?r?:nZ o f  Not a p p l i c a b l e .  . . 

cscci.s t n n c c .  bc::n connide13ed by . . 
k .  1,  D. A d m i n i n t r a t o l * ?  The P r e s i d e n t  has n o t  de termined 

?''<A 5 c ' 0  f.i 1. IF! P e c ' i p i s i t t  c o u n t r y  t h a t  t h e  rec j .p ient  counti:? is ...---- 

4 ; I  an; /  ,l,.:ny i n v o  ?.:~ad i n  (n) oubvcr -  j.nvolvec, in such conduct - 
: < o x  of ,  o r  xi l i t n r ! ;  a g p * e s s i o n  
-,.-,a:i:o t, $!is U11.i: t c d  S t a t e s  o r  any  -. . 
" -, . , . . .I- . ..; w ~ % ; ~  ? ~ F C C ~ V ~ : ) : ( I  II. S .  a c s i s t a n c c ,  
-. .., 
, .. ;i3! t ! r - c ~ :  ;? 2n:;i:ing of suolr o u b -  

i':. 1 . i ; k ? o $ o n ! : ! d t , h ~ # ~ f c ~ : : 6 i d l n r t ~ ? i 1 : : ~ ~ 2  A . ---. ----.--- -. t and_ , . . 
. . 

(;';;!(? 1% !, ,. f ,  ;.:??:!! -.--- - 
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The P r e s i d e n t ,  j r? accordance  wi th  
th8Or&q8!?@&$n~~ O ? ~ ~ ~ Z \ ~ E Q ~ J ' ~ ? ~ F ! ~ F ,  has  
C O G ~ Y E ~ E C ~ ~ ~ E ~ ~ ~ ~ H S E ~ A $  $!%!fi?tanc:e t-o 
Egypt and has determined t h t  no 
s u f f i c i e n t  r ea son  e s i s t s  riot t o  
f u r n i s h  t h e  contempla ted  ~ \ s ~ ~ s + - . I > L . . ~  LI..l . . _ 
There i s  no r eason  t o  b e l i e v e  t h ~ t  
Egypt w i l l  f a i l  t o  t a k e  ~dequa+:c  . 
measures t o  p r e v e n t  t h e  I-ecur;ence 
oT mr~b *actj.cm which nzy re,s.,:.:?'r j.11 

aalilnye or i les ; t r~:c; t ip~~ t o  l j ~ ~ i k e i ;  S i . : :  -. 

. j I t  ~ u i i  ti@?i-:i .-: 

Ileqoti - : jol-': !-c.-t.aini 117 1:o ~ C k t  ! P:. 'r '  --. 

l 
c;r. ,- i I!,'; j;,: ) : t i~ j  l l i i i ~  t o  dci~azc: -. 
of [i.!;.:,. :rc~j-c:~.ty arc due t c  .;A!.: 

place: j - ; ~  i.:;:. li(:;?h ' u t ~ ; c  at + I i . .  
mcetj.ng o f  ::he LT;:....::?r; ~ c F I ~ ~ s S ~ ~ : !  

9 . 3  3 2:1< ;; ;',j>::':;\ 



AIR 2 2 4 0 - 2  ( 5 - 7 4 )  

z t! , FAX-,: G Z O ( 2 ) .  IT t-hc c o u n t r y  
-.---- Eqypt has  r e c e n t l y  r e a c t i v a t e d  i ts  

ran L;.! ?.cd l;o i , l :: t i tzt&c t h e  Investment Guaranty Agreement 
i n v c o  t~:!eni; 0 : ~ ~ 7 1 * n j -  t!f program with  t h e  United S t a t e s .  v 

f o r  1;1,;? upc(?i..ti .c r.Cul;n of 
ecrl~sopr<at-,io,!, ; ? I  c o n ~ ~ n ~ t -  
i b z  l i , i :y  or  r:oil)".i~7cati0l:, has 
t h e  A .  I ,  D. cz:ic1i71~istrczttori wi th i t z  
t h c  pact i j c c ; ~  c o 7 1 e i d a ~ ~ d  d s t t y i t ~ g  
ascic t -anca t o  oltch govcrntnent . 
f o r  Cliio r sacon?  . . .  . . . . 

. .  , . - 

4 ~ .  F A A  5 6 2 0 f n ) .  Docs i - c ~ < p i s ? t t  Thc r e c i p i e n t  country  is  n o t  
c01t7ttl-i~ j 'ur i t -~c l !  uoodu to ! / o r t h  known t o  he ellgaged i n  such a course  
Vist.-l,'nm o r  pzlilnit o h i p o  or  of conduct. 
a i r c r a f t  under i t s  f lag  t o  
c a r r y  cargoeG t o  o r  fro111 North 
Vie t.'T\'arn ? 

2 4 .  F A A  :: 6 2 0  ( ( 1 ) .  2'3 t h e  covi!rnrnel~t I'sypt is  n o t  i n  d e f a u l t  on i n t e r e s t  . 
of t l l c  l a e c i p - i ~ i i t  c o u n t r ~ t  i n  o r  p r i n c i p a l  of any A. I .D .  l oan  t o  
d c  f nlc 2 t on i.iif;c)-cct o r  p r i n c i p a l  t h e  conntry .  
of  njlg 11. I .  D. Loan t o  

!: C ,?O ( t )  . j i ;~3  t h e  cc,,t,lt.ry Egypt severed d ip lomat ic  r e l a t i o n s  t s *  - ----.- 
ae i )c :~~c l i  t i i p  l(:r.;r:i: ' '9 r c z a t i . o ) t o  with t h e  ~ n i t k d  S t a t e s  i.n 1SG7. 

l 1 c 1 ,  i ; ? IT 0 0 ,  Diploiaatic r e l a t i o n s  have now Seen 
h n v c  7'.Jici~ bc<;): i$c:~:t:m;tl?d n71d resumcc! . . The . b i l a t e r a l  aqreesen t s  
har)c? ) I ( . ? J  h i  l c :  l::.rlii l. crcc?. ..; t c n c e  1:)ett;een t h e  U .  S . and t h e  GOE have 
agz*(?pi;rr: p? t:t b d < ! i l  ;?ego f;i,ni:(!d and never been rcvokcd and t h u s  rer.ain 
e?lte13rcf ;?1tu o?:.):cc' 014ch 1 * ~ s ~ ~ m p t i o r i ?  i n  f u l l  f o r c e  and e f f e c t .  

e 

2 .  4 ( 1 )  . !.!1117t 2:s % I : c !  pa!{- The coulltry hc,s pa id  a l l  of i t s  
.----.--. -. ..--- . . nc!,ii; ;i I . ( - ;  l:tc i/, I t2  C O ~ ! ~ I ~ ) . ' ! /  ',7 v. ?/. 0ut:;tanding I1.l;. o b l i g a t i o n s .  
; : . : : I  .rf L A C  colcuf,ry i s  
< ? I  C L P I * , - C : P ; : ,  t . ! ~ !  P,; 1-~ich ( I  r+l lcoragcu 
tn fc l? :  .i:r!Co ac;*c::: .  t i'!/ ?- ; I ( :  A .  I .  D. 
Ac:!;:$.;;,{:: f ; ~ ~ ~ ~ ~ c , > l  i;; c . ? , ~ i : i ~ i ~ ; ~ i i ~ ~ ~ . ~ l ~  tlic 
c u x b j * c ~ !  I; A . I .  D. O;.i:rn t i o ? ; t r  7. .Yea,* 
B t ~ d g  c t : ?  
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A I D  l l J C  9 ( 5 - 7 4 )  

z 3 .  F A A  5 4 0 1 .  Hao *he g o u e r n r ~ ~ s ~ t t  o f  The Pres iden t  has  made no 
- 7 - -  rectp.i.ci~ I. c o u n t r y  f'ai Zed t o  t a k e  determinat ion under Sec t ion  481 
adsquofic o t epu  t o  p reven t  n a r c o t i o  t h a t  Egypt has  f a i l e d  t o  t ake  
drugs  and othe15 controZZcd sub- t h e  enumerated s t ep s .  
s t a ~ t c c o  ( a s  der incd  by t h e  Cornpre- 
heno ius  Dl*ug Abxoe Preucn t ion  and 
C o n t ~ o l  Act  o f  1970) p ~ o d u c c d  o r  
proccoocd, in ~ ~ h o t c z  o r  i n  p a r t ,  in 
ouch c o u n t ~ * y ,  o r  t ranopor t cd  
througlr nuch car!ntry ,  fl*orn be ing  . . . 

BoZCL iZl .egaZlg ~ ~ - i t . l t i n  t h e  j u r i o -  
d i c f ; i o n  o f  sucll ooun t rp  t o  U . S .  
Cove~*nrncnt pereo~tne  2 o r  t h e i r  
depenclctzts, o r  fi*ot?r e n t c r i n g  the  
U. S ,  unZawfuZZy? 

F A A  1973 9 8 0 .  I f  l a )  rndZitary Therc is 'no m i l i t a r y  base  i n  Eqppt 
Z S ~ T G Z S ; T ~  i n  r e c i p i c l l t  encompassed within  t h e  d e f i n i t i o n  
~ 0 h 7 r  i r y ,  u~ad wnu conc trucceci  o r  of Sect ion 2 9 .  
$6 bci?lg  maintaCnnd o r  opera t ed  
~ ; i  f:h f:(11dt? f  ~ ( ~ v z i c ; ~ c d  b ~  U. S .  , and 
( 1 ) )  1I.S. p e r s o n ~ c l .  car1.y o u t  

n l i  l i . l : c i ~ ! i  opcrrctio;is from ~ u c h  
bane ,  hac t k c  P r c s i d c n t  d c t c r -  
m?:ncd itllnt t h e  ~ o v c r ~ i r n e n b  o f  
rcci],ic:?~+ COtli;.i,~!/ ; I ( Z G  c u t 7 : o ~ i z c d  
rcgu la11 nocooG t o  U . S .  co2*reo- 
ponclc~tt;c! t o  ol:clr h c r ~ c ?  

i,',lil G ? O  ( n )  . Mire t parcc;;  toga  0 f The Presi.cicnt has  taken i n t o  
---.---. .. - - 
C O ? ~ ) I ~ ? ~ ! ?  / l : ; c i $ t ? t  f o  for t )>iZ{ t~1- !{  account -each of t h e  l i s t e d  
~ ~ 1 ' ~ ? t i i - i : t ; t c l ' ( : ~ ?  !:' i / ; j  wucll of  foreign cor is iderat ions  and has  determined 
cxcJin r:(?c I ~ C ~ O ~ I P C O  3 spc:?:f; 0 ; 1  ti- t h a t  co r~s idc r a t i ons  as t o  cu r r en t  
tnPv C C I X  ill;:-": ?i t ? iic>t,? cpnllt f o r  mi1.i t a r y  expendi.tures by tile GCC 

f . 1 : ~ )  ] ? : ! j ~ ~ ~ : ( : : ; ~ . !  oj? ZC,;:~;.;:; L i c a t  o d do n o t  inhi11i.t cconomic a i d  to 
ucn1?ot/:: ::;I:: t.,;:.::: ( ~ j l 0 : ~ ~ { ~ l ~ ~ a ~  b i o n  ~ g y p t  bu t  r a t h e r  t h a t  t h e  p ro j ec t ed  
of f : i~ i : / . c  j?ci!:i,:: i.:; f,o ,?JQ c ? o o ~ -  prcqram con t~ r ibu t e s  t o  t he  un?.cr- - 
d !: t t ~  LC;: I.:!: t 1: f.:!;r , ' :; l?*pa!d f o p  l$j.nq j.~ltcnC: of  t h e  FAA which ~..~,:.; j :  

I!yop~~ic:.; c l , l c i  1':) 7 {:. *, (700:-c: ~ , l a t . ~ o r r ,  t o  reduce  ilnn:; c c s t s  and t o  
I :  . . ~  ; . i t  stjn!ui;:t.c: c!co:~ci~nic devclo:>:ncnC. 
A o n i : :  ?;tz:;cc S t n  j2' ( ! ) ! ! C / R C )  . ) 
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A I D  2 2 4 0 - 2  i L  7 4 )  

- 20 .  F A A  - I! 207,lr-l). .- I ~ l f o r r n a t i o n  and 
c o n c m , o n  on r e a c o n a b t s n c s s  
and l aga  Zi ty lurtdcr Zaws o f  
c o u n t r y  and  t h e  U v i t s d  S t a t e o )  
of l e n d i n g  and rc t e n d i n g  t c ~ * m s  
of t h c  Zoon. . 

Info>*rnntion and concZuoion  on 
a c t i v i t y  'rr oconucr.i.c n'?d 
tecl tnicc!  % ico~tnd>!c.cin. If Zocx 
i s  n o t  r x d n  pu11311(;111; t o  a 
mutt-i.lili:c!rlal p luiz, rind t h c  
a~nounl; o f  klre Z O ~ P I  excecu'n 
$200,000,  line couni;~ly  aubnC t t c d  
t o  A .  1.D. an crpl>lic(:1:.ion fo r  
ouch f141td:: dogct-iic11 I J ~  t h  
nosurnncc:: t o  i nd i cc l  t o  t l t a t  
S u n d s  w i l l  Ipe 2 c c d  i n  a n  cconom- 
i-cn7.Zy ai ld  i c c h n i c n  ZZy ootlrzd 
tnnnil el* ? 

A 5 J ' I1~j'0,.:riat7: oil and 2,".  -------- I-:.. " C O I : C L ~ L : : : . ~ . ~ ~  cr1 L ? ( ~ l , ~ ~ ~ : i  t~ of t ! t ~  

cot.cnt.)*!{ t.o I1cpm!! 1:hn l o a n ,  
i . n ~ l i i ( j i . i ; q  ~~;:a::oi:;7i?2oticnn o f  
J1c?]?(:!lRtl!ll~ j ; l ' O G j ? ( ' C  i t ! .  

The r a t e  of i n t e r e s t  is  no t  
excess ive  o r  unreasonable f o r  t h e  
borrower. The borrower has t h e  
c a p a c i t y  t o  repay t h e  loan  a s  
provided i n  t h e  loan agreement. 
The loan i s  f o r  a  term of 4 0  years, 
inc lud ing  a  10-year g race  p c r i o d ,  
wirh i n t e r e s t  r a t e  of 2% duzing t h e  
g race  pe r iod  and 3% t h e r e a f t e r .  The 
r a t e  of i n t e r e s t  on t h e  l c s n  i s  n o t  
h igher  than t h e  country  ' s a p p l i c d l c  
l e g a l  r a t e  of i n t e r e s t  nor  t h e  l e g a l  
r a t e s  of i n t e r e s t  a l lowable  under 
t h e  FAAct f o r  Supporting Ass i s tance  
loans .  

Th" prograin is  economically and 
t e c h n i c a l l y  sound. Accordj ng t o  
inforrnaki.c?n i i ~ ld  assurances  trhi.ch 
A .  I. D. has xeccived, the f cr-~::s w i l  I. 
be used in an econo~nical.ly and 
t .cchnically sound manner. An 
a . p i l i c a t i o n  hns been made to A . I . D .  
f o? such assir,.l-nncc. A .  I. C. 
Ccqulati.on 1 procedures w j . 1 1  be 
app l ied  j.n t h e  program. 

I t  i s  reasonable  t o  expect  base8 
upo~l  p r o j e c t i o n s  of  fo re ign  exchancjc 
earnincjs a s  c o ~ l t r a s t e d  t o  c?cbt repa]-- 
ment o b l i g a t i o n s  t h a t  Egypt w i l l  have 
t h e  capac i ty  t o  repay t h e  loan.  



a s .  
2 3. 

Expected large current d e f i c i t s  
3wntred ahar7.9 t;y&b%~~ b$tRS 
&~abg~%eB'P ~ U R c & ~ ~ t i @ ~ f  e%~fRs, 
' 2 % ~  be%y%hs% ts0yaiemb3t s 
6 ~ l t 0 ~ @ 3 ~ f i ~ % ~ ~ . & ~ ~ ~ ~ f i ~  eheqa8~P 
~&n:~rfh&% 69P+li3b i k k h o r  t- 
wl h%gh tef b&hhin3d~s~&%t%~f e 
~ P t h h ~ ~ g r h ~ o P p T ~ @ a % ~ ~ f  h ? ~ l % e  
p o @ s B 6 0 ~ 8 a ~ f r @ ~ g ~ ~ t 6 i Q .  
~ , % $ d ~ % t d ~ f 8 6 % % @ h ~  fPoR0SLbg3 
, 6 r Q p l s e u + ~ d s r s a v h ~ g 6 b f  fw&aver 
& f ~ ~ ~ , 6 0 u r c e s  both publlc  and 

BEST AVAILABLE COPY 



24.  A 8 2 ,  P r i o r  t o  
s i g n i n g  oj' loe:: tl.1: 2 2 t h o r e  be 
( a )  e n ~ i n n c ! r i n g ,  jel:ncnciaZ, 
and o t k c r  p7.ans ncncsnary  t o  
cal3ry  oidi t h ~  a c c i r t a n c e  and 
( b )  a  rczcorinbly Si13rn e o t i m a t e  
o f  t h e  c o ~ t  t o  the Uni t ed  S t a t e s  
o f  the a ~ o i c t a n c e ?  

FAA b tiZZ(a) ( a ) .  rf f u r t h e r  2 5. . - - - - - - - -  
l e a i u l d 2 i v e  a c t i o n  io r e q u i r e d  
w i i k ~ n  u t - c i p i e n t  c o u n t r y ;  what 
i s  b a o i s  f a r  reaeonable  expcc-  
t a t i o n  t?zat such c c t i o n  w i Z Z  be 
coinpZatei? i n  t i m e  t o  permi t  
o r d e r l y  accomplirhmsnt  o f  
puryooe oJe Zoan? 

The necessary plans and cos t  est imates  
a r e  completed and included within 
the  Capital  Assistance Paper. v 

'No further l e g i s l a t i v e  ac t ion  is  
required t o  ilnplement the  program 
other  than confirmation ac t ion  
per ta in ing  t o  the signed loan 
agreenen t . 

20.  --- F A A  :$ GZZIc) .  If Zoan i s  f o r  
l-------- 

Not applicable.  
Capz,L;ai- i i o c < s  t n n c c ,  and aZZ 
U.S. oor;ini:a~icc t o  p r o j e c t  now 
cncccc!c: $ Z Z l i o : ~ ,  1 1 ~ ~ 8  Miooion 
Pirac i :o~?  c c r k i f t c d  t h e  aoun t ry  ' 0  
cnpchiZii5!-: c f f c c t i z ) c Z y  t o  
nair;t.rrirr nrid i c t {  lZ:,c! t h e  pro j c c t ?  

Thc major purpose of t h i s  loac and . . 
yi.$2(:c:',r fij-j?1*:1:31:7.~:1 t i :  ~ t ! ~ p h r t ~ i . ~  the Eliddlc Eas t :  package i s  t o  show 
071 : ( c i )  i ! !?P~;11?*,7;:  {jig cis? Z)C i! 011- our commj.trncnt t o  help in  t h e  
1vc!;t. uJ clr3!~:oc!l*n f::'c, a c o n o n i c ,  resolut ion of the Pliddle East 
l)rl% i. f :c<.; 7. , ~ 1 1 1 1 . ~  :; ,?c r : c z  7. i?i 0 t .i. $ 1 4  t i o n s ;  cllsput-c by cncouraginq increased 
( b )  c:c l.$-.I:l:;!.p .;)I l - : , ? r t i n g  the dcvelopmelit and thus promotillg peace. 
co~!t:t.?*i{ I t - ,  1 . . ~ 3 ~ 2  ) : t , i : :? : t - ;  (c) <h7- This l.oan f c l f i l l s  t h e  Conqressiocs? 
I . i : ?  f . f t1-ai.?z(!d mnnd;ltc f o r  assis tance under tile 
I ! I , ~ I I ~ C I , ~ ~ : > >  -i.:i ?:'I;? ( ? ~ : i 1 1  t r ; { ;  Midd1.c East Assistance package. 

1 .  ( d )  IJ I*O~IJ~;:: , IR a,?:';. , : t ; c d  t o  nomt 
i l l < !  CC) l :? l  i.le!! '!I I i ~ ( 1  i [:;i Ilo~(1::; 
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. . . . . .  - ----.--.- --- 
s i g n i n g  oJ' L O ~ : :  ::'?:I. t t h e r c  be 

( ~ i n 9 t ) k ~ l p i i 1 m : ! ~ ~ t  pa eiei, 
e c a u a n ~ ~ ? o e o ~ ~ . ~ h w  S e y ' t ~ z  
dcseEaay.s%b i : ~ % c h ~ z : + ~ & 1 ( g r k e , :  
f r B ) z@ ~ ~ , w m % e + !  ~+RPN+%M%- 

~ b ~ W b f 4 Y h i $ ~ @ 3 ? a t e o  
p o g b t h e n d q  "d..,mg??l+cntron; 
~ Z n n n i n a  and p u b t z c  a d m i n i a t r a t i o n ;  r~ ~ 

urban ,deve toP!ne,tt,, and.  modern;-. 
zati.ort of e x i o  t i n g  Zaw8; o r  
( f l  i n t e g r a t i n g  women irtto the  
r e e f i ~ i d n R  ..... 7,Wt'l?~Y --- ?Iytfi~qher 
~ ~ C ? ~ Y , L C . ~ V ~  nctiol-t i o  r e q u i r e d  

w i  tF . { : t  ~ l i .o . i : !~ient  c o ~ z n t r y ,  what 
i s  baoir!  . f o r  r enco~znb le  expcc-  

: t a t i o n  tlrcrt such  a c t i o n  w i l l  be 
coripkeic:c! in tit:r~ t o  ~ e r m i t  ~~a,k,,y. . . ~ ~ m p ~ ~ ~ ~ ~ ~ .  ~ , y ~ t i b z a  2.. b 

o f  p(t~p6\1' i$y q 6 0 ~ O r t  o f  r@9ronaz  
. p r o j c c t ?  I f  oo why io p r o j e c t  n o t  

, F,Ih 5 .  I I Z t ( , ? ) .  If loan i e  f o r  

The necessary plans and c o s t  es t imates  
a r e  completed and included within 
the  Capi ta l  Assistance Paper . '  3 

v . 
* 

No f u r t h e r  l e g i s l a t i v e  ac t ion  i s  
required t o  implement the proqram , 
other  than confirmation ac t ion  
per ta in ing  t o  the  signed loan 
agreement. I 

This p r o j e c t  is not  s o  sucept ib le .  

Not appl icable .  

3 . e  proqrilm a c t i v i t y  hy f i ~ a n c i n q  
commodity irnpcrts i:i the ir ,r ' ,ustrial  
and ag r i c t t l t u r a l  s ec to r s  has z 
Cirec t  r e l a t i o n s t i p  t o  and ccnsint- 

-- .. e lxy  with o t h e r  development zictivi-4 - -, 

and w i l l  con t r ibu te  t o  r ea l  i c ~ h l e  
lcng-rangc cb jectivzs of i n c r c z ~ + t - . r r  
t he  l eve l  of i n d u s t r i a l  a ~ d  
a g r i c u l t u r a l  prcjdticti-:ity i n  Lq::pt 
and a s s i s t i n q  the CCE il; r c focvs in r ;  
its a t t c n t  j.on PF. growth, pr:cnn! ? j  T-' r ,o(r , l  ' / ;  J.',:?t?.;;;-:i,.~l:.;l ! C I ? < ~ ~ I . I P ~ ~ ( ? ~ ? ~  --- -----.---.. .... -..... ......... ...--.-.-.-.--- - . . . . .  , ... , , , . . st mil it^ and r econs t ruc t ion , .  . . . . ' . . . . . . . .  (;(;,:/.:: 

-_A .--- -. .4--.- -- ..- -.... .. --....-.-__I 

, . .  !-!,,j 5 : ) : ) ? . I ' I ) ; ( : - I ) , ,  ' - t i  fr,;*n:ation cr.d The planned program a c t i v i t y  2.y .. ..+ *-.,--,-A ,,.,-->A ' '. ~~~:~~.di!~~~0h.:.dn.~~.~~2~~fn..oltupt.. fhc providing foreign exciianye : ~ c ~ - . c s , - , ~ ~ . ~  I 

tJl-fi&+,yg: ;3+&Fm3-g+&& i:t;t;i .: S.0 , i?l?$ 

e a ~ . i { & g  j:.&k**4ggg&fi. -,tq chow 
. . ~ I M ' * ~ ~ ~ + A ~ & ~ * ~ ~ ~ & I < ~ & ~ ! L >  .., 

e&E+$ '+Wlk@$,i?&in41@ fp:&~%k : 
. . 7, , I .  , , 7. i s  6 i : ? : o n w y ~ ~ l C B ~ ~ q f i ? - , s e d  
( b )  ~ : o l . . ~ - . J . , : ; ' / >  1 7 ;  ~ . : , ? c i r i n ~  t h e  a&E%hW~r& W&&W%~SFFW-G$W p ~ c l . 3 ~ .  - 
c o : ! ) : t > - ; j  ' i ~  ;.L>olj ;:~..:!!:r.: (c) ~ I : I -  cQj+Tr!$.5x11~ f c l f i l l s  the  Conqrcr-;nignr: 
] ) > ' O I ) < J : C  :::',..t i C.?J .! 7. ' t,!/ 2: t~*a . i .? l i?d  mand;,t:c? fc,: a::listancc unde r  tile 

. . 
.' .. z . I.'<;rj7 J i i~ JtQ< .; :: ~ f > - - . . . ~ ; . r u  t T*;/ ; Midd1.c hst- Asziqtance _package. 

.? 7{.,!(ij1 : ) , t ~ i ~ : ! ~ ) t > ~  :,it,. ,.~i,~~~~~~!~:!~:[j~~$(~I mc This loan  is not r'.;._rer:t.c~. .7t a r-- 
‘2 / f i l l> j !  t ~ ~ ~ { j & ~ ~ : ) ~ ' : $ ; ' ~ t ~  )]$?*:, .L~$iiil. $lc (1;; ; or . n  o:?:x~tuni ty  ti':.?& i s  r-?r! ' .?>::,  
c ; icp l i l * r rq ,?  pt5;~7;e  2 ~ C T ) O % G ~ P J O ? ~ ~  i n  na ture .  
r , " C ~ l l ' ( ? l : ? U  - 
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. 2, FM g ~ c c t i o n  11.1. Iliricuas t h e  
cxl;ent t o  w i ~ i c i ~  t h e  l 2 - i ~  v i l l  s t l - e n g t h c ~  

- I t11e par1;icipntion of 1-ric ul5un and r u r a l  
poor i u  t h e i r  coun t ry  ' s developn!ent, and 
w i l l  assist i n  t h e  dt.vcloprnen1; o f  - . c o o p e r a t i v e s  which w i l l  c i a b l c  and 

. encourage ~ r c a L e r  nunhers o f  poor people  
t o  h e l p  themselves toward a b e t t e r  1- i fc .  

See Paragraph7. The l o a n ,  by 
a s s i s t i n g  i n  t h e  f i n a n c i n g  of 
i n d u s t r i a l  and a q r i c u l t u r a l  * 

commodities an2 machinery needed 
t o  majnta in  and i n c r e a s e  i n d u s t r i a l  
and a g r i c u l t u r a l  p roduc t ion ,  w i l l  
r e s u l t  i n  inc reased  employment 
and u t i l i z a t i o n  o f  t h e  urban and 

- - -  *- r u r a l  poor of  Egypt the reby  
i n c r e a s i n g  t h e i r  r o l e  i n  t h e i r  
coun t ry '  s devc'lopinent. No d i r e c t  
impact is foresee11 on the develop- 
ment of coopera t ives ,  however. 

, ! F O (  If t i i i s  i s  a p r o J e c t  loan ,   NO^ a p p l i c a b l e .  The planned 
! &scri i?e  how such pro.jc:ct wil.1. p roco te  a s s i s t a n c e  is  n o t  p r o j e c t  a s s i s t a n c e .  
; t h e  coun t ry  ' s  econo:rt;.c dc7relop:nen I; 
' taJij.11~ i n t o  account  t h e  c o u n t ~ . y ' s  human 

and m a t o - i n 1  reso!i?c:e rcc1uiren:ents and 
t h e  relat ions11i.p bet~.:ccli u.l.timate ob- 

, i j e c t i v e s  of  tlie P I -o jcc t  and o v e r a l l  . . 
: econornic devclopnen t. 

. . . - . .. . . - . - 

3 4 ,  I 2AA I! 213%(n). I ) , ! n o , ~ i h a  n : 1 : , 5 ~ n t  t o  - 
1-- -.- 

IJl i ic~l  Zhc ].on;; ~ ~ i l l  conkr i f? )~ : i t c  t o  
t:lte ob  j c c f < ~ , c !  o f  i 73314~i11g  ~ ; ~ C : , : ~ . K I I M  

prtrti.c;prciiolt d n  tP:c $auk o f  eco;.:c- 
mic dc?)clol>mci~t '  orr tltc p a r t  of tlro 
p e o p l e  of t h c  cozc~zi::~!g, throuylr the 
( ? > t C O l ( i ' C i g O i . i C > i t  0 f  ~ G I ; ! o c I ' L Z ~ ' ~ : C ~  
p~*i .vcr~sc. ,  a n d  Z O C U %  ~ O V ~ P ~ I ~ , ? E I I ~ C I  l 
C ? ~ C ~ ~ : C I L . ~ ; . ~ : C J ~ C I  . 

Although Egypt ' s econorrLy i s  I 

dominated by tile p u b l i c  s e c t o r  I 
Egypt h a s  been t a k i n g  s t c p s  t o  I 

j 
in~prove p r i v a t e  s e c t o r  t r a d e  
through g r e a t e r  access  t o  f o r e i g n  
exchange ' reserves .  Aid is e x p l o r i n g  ; 
with  t h e  ~01: means whzreby t h e  1 
proceeds of t h e  loail be used I 
f o r  the d i r e c t  procurement of ! 

I 
i t ems t h u s  s t r e n g t h e n i n g  botii 
t h e  p u b l i c  an3 p r i v a t e  s e c t o r  . j 
through t h e  e l i m i n a t i o n  of zed ! 

t a p e  and admi'ni.strative de! :.ys I 

o r d i n a r i l y  f ound i 11 im?or.i.s, on ly  t h r u  
t r a d i n g  campanies. The l o a n  f o r e s e e s  i 
a number of s e l f - h e l p  a c t i v i t i e s  
on t h e  p a r t  of Egypt inc1u"unc; i 

(1) e f f e c t i v e  a d m i n i s t r a t i o n  c f  
a new foreigrl  inves tment  law which 
should  c o n t r i b u t e  t o  t h e  l i b e l - a l i -  
z a t i o n  of t h e  Egyptian economy a!?d 
( 2 )  rcforc i.n t h e  " P a r a l l e l  !~Izrket I 

i n  Forr-i qn Exchance" which should  
r e s u l t  i n  impr-ovecl access  t o  
forei.qn excl~a~:ge f o r  priv'tc! i 

! 

s e c t o r  in tc r -c~s t s .  
I 
! 
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F A A  9 787 ( h ) .  Dcr:cribc e ~ t c t ~ t  to The program by a s s i s t i n g  i n  two 
xiT)7;i'c;&l'c'm I * C ! C O ~ > I ~ % C O  tI1 c c r i t i c a l  s ec to r s  of the  Egyptian 
pnptio;tI.r!)* rlncdo, d c o i r c s ,  nrzd economy recognizes the p a r t i c u l a r  
o n l > a o i i : ~ . c a  of tltc pcoplo o f  the needs, des i r e s ,  and capac i t i e s  
o o ~ n $ : v ! / ;  Z i ; reo  tlrc a o u t t t r y  ' 0  of the people of the  country a s  
{ n t c t l c c t ~ : n ? .  ~*i?r;orc~*c:co to Egypt undertakes t o  refocus i ts  , 
n?~cotcrapc i ? ~ c t i t t c t , i o t t a t  d c v s l -  a t &  t i o n  on growth, economic 
oprncnt; find otlvpor$n c i v i c  s t a b i l i t y  and reconstruction. In 
edltcatiotl  utzd t ~ * a i ~ t d n p  i r t  a k i  l l o  its emphasis upon self-help 
rcq1lircd fo13 cffcctivc pa~*tici- measures, including improvement 
pai.?:o~i i l l  gor)cl-ilficr!l'.a 2 and i n  ex is t ing  i n s t i t u t i o n s  r e l a t ed  
p o % i t i a c l  p~*occoocs  c s o c n t i a t  to t o  investment a c t i v i t i e s ,  budget 
oo ~ f - g o ~ ) c ~ * r t m c ? l t .  formulation, and a l loca t ion  of 

foreign exchange, the program 
requires  u t i l i z a t i o n  of Egypt 's 
i n t e l l e c t u a l  resources t o  maximize 
t h e  e f f e c t s  of the  loan. 

0 

36. 1 ( 1 )  ( 3 )  . 111 -~:111t. r:nys {jops t l l c  Through the importation of needed 
a c t  ivi1.y (:i vi: 1'c:o::ol1:~11! r B  ~jrornisc of . c a p i t a l  equipment and raw mater ia l s ,  
coclt.l'i L : l t i ~ ~ r :  t o  t l ~ e  ~l..v~-.] cli,;llcl~l; of the country 's  production capaci t ies  
c.co~lo::~i cs ~ ' t ~ : : o t l  t.r,cr., 01. f.(, itlc inc,.,lnsc of and economic resources w i l l  be 
] ~ ~ ~ u ~ I ~ i c t i v ~ ~  < . : I I , : \ ~  i j (.:-; increased. 
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3'7. F A / (  % GOZfai .  Txfozvnat ion and --..- 
cotlc Z~tsiorto 131tb t l l ~ l -  t z a n  w i  l 2 
cncouragc  effort^ o f  t h e  c o u n t r y  
t o :  (a) i ~ z c r e a s s  t h e  f low o f  
in ter t ra t . iona2  t l tade; (b) f o s t e r  
p r i u a i : ~  i t l i  t i a t i v c  and c o m p e t i t i o n ;  
( c )  ancol:ragc dcvclopmant  and ucs  
o f  c o o p c r a t i v e o ,  c r e d i t  u n i o n s ,  
and oaui.tlgs and loan  a a o o c i a t i o n s ;  
Id)  diccou~vcge  nonopo Z i a t i c  
p r a c t i c c o ;  ( e )  improve t e c i ~ n i c a t  
e f f i c i c l l c y  o f  indun  t r y ,  a g r i a t { Z t u r e ,  
and conmcrce; and (j) o t r o n g t h e n  
f r e e  Zabozv u n i o n s .  

38. --. 1 . 4  .-----. G I . If nccCi:tance i o  f o r  
n p l , ~  i I, i i i : :  : ; l~,-?!de:q j; c n z ! r l t ~ t y ;  i s  i t  

Lon,, ' p  Fffc. i?t  0:1: U. S .  ~ l l c !  A .  1 . 1 ) .  ._ -._._ ...-.- d-.-.-- 

] J ~ { , ( J  :.c ; i 
-A-- - 
39. irk - 5.-. , j'! ? n ~ . ( i l )  (;-I) I n  format ion  

0 1 2  cf0>;(: i.:!;;;..on o n  1)orrsib Z C  sffcot8 
o f  loat;  c r ;  1 1 . ~ .  cco??omy, w i t h  opec ia2  
pcfapcncc io arcan  of o u b n t n n t i a l  
Lahop oi!rpl;co,  n7:d cmtcn t  t o  b ~ k i c h  
[ I ,  S ,  cor:lnlodit.$cfi cz:+1(:1 cccist~c~rlcc! arBs 
flipnCo)lc.i i l l  a t aa l i ; : o r  c o ? ~ o i : ; t o i ~ t  
w i . t h  i,mju1o:){?;g t l i a  ( I .  S. bnlc?ioe o f  
tjnt~uren f,:; I'c)rC t2op1. 

See. 35. (a) The program loan 
will be used to finance the 
import of conlmqdities with w 

long-tern1 objective of 
increasing Egypt's ability 
to engage in international 
trade. (b) Under A . I . E .  
Regulation 1 procedures, 
private initiative and 

. competition will be fostered 
to the maximum extent 
possib1.e. (c) No direct impact, 
(d) no direct impact, (el the 
purpose of the program is 
to encourage industrial and I 

agricuBtura1 production which, 
of necessity in financing 
cornmoditics for industrial and 
agricultural production, i-nvolv 2s 
improvement of the technical 
efficiency of industry, auricul- 
ture and commerce, (f! no direct 
impact. 

Cg\rpt 3.s not a newly indcpendcnt 
couritry . 

The procc.i:sment under this 
lotil-I wi- 1. bc fro~n tile Ui~ited 
States (Code OOO)incorporating 
He[;ulal.l:i: 1 proccdurcs . The 
loan will have a signi:icnnt 
impact in re j-ntroducing Yi3yft ian 
industry 2nd agri.cultc.-s to 
U.S. sources for a bycad vzrict:: 
of inr2ust.r-ial raw r ? a t c r i a l s  end 
shoulcl i:.:!velop an increasirig 
ori entatj.o!l tow~rd U. S .  prcciuct- 
tiori wit11 hcncficial eFfecLi; on 
thc Uni.t-cci States ba1,:nc.c of 
paymr?!;: s . 
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- 40. % G Y : l ( : l l  
-. . To tnZ  n n o u n t  o f  rnoney Procuremel~t a s  s t a t e d  i n  t he  loan 

~ o l c f e r  Loall toh ich  i c  90i1tg d i ~ * e c t l y  p a p c r w i l l b e f r o m t . h e U n i t e d  
t o  p r i v a t e  c ! n t c r l ) ~ l i  :re, i c  g o i n g  t o  Sta tes .  
inCcrinscii.cztc c r e d i t  i n o t i t u t i o n n  o r  
o t h e r  b o r r o w e r s  f o r  u s e  by p r i v a t e  
o n t c r p r i n c ,  i u  I c i > 1 9  u s e d  t o  f i n a n c a  
2:nrporto f ~ o 1 ~ 7  p r i v c t t c .  ootcrcco,  o r  i o  
oki:cl*wiuc L c i ~ l g  rioctl t o  f i t lancc . 
P I ~ O Q I ~ ~ C I ~ C I . : ~ ~  f~ot11 p r f  v a t e  o o u r c s s  . 
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41. FAA E C O Z  ( L :  . r n  fo:lmatforz and ----- See Paragraph 39. Regulation 1 
, c o ) ~ s l ~ : s i o ? a  on ]lot, i;Fc l o a n  w i  2 2  ensures that there will be maximum 

encourage  U . S .  p? l i vn ic  t r a d e  and private participatjon in transactiods 
i ) ~ v ~ ~ . I : ) w n t  C ~ T . O C ~  a i ~ d  11ow i t  w i  1-2 financed u:lder the loan. 
encoura3e  p r i v o t o  U.S. p a r t i c i p a t i o n  
i n  f o ~ i c i g n  a s c i s  tnrice prog13arns 
( i ~ ~ c l u  d i n g  zciso o  j p r i v n t c  t r a d e  . . 

clirr~lrlc?.~ and  k h c  n o r v i c c s  o f  V.S. 
p'rivatt? e n t c ! r p r i o e ) .  

42. F A A  - !'j G O t ( d l .  . I f  a  c a p i t a t  This assistance is not a capital 
project', a r c  cng.i .nsaring and project activity. 
p r o f c s a i o n a Z  s c z * u ~ c z o  of U. S .  
fi13nc arzd t h c Z r  n j f i  l i a t c s  used 
t o  t h e  n~axirril~rn e x t e n t  c o n s i s t e n t  
w i t h  ' t h e  n a t i o n a l  i n t e r e o t ?  

. . 

'13. FAA -..--- 5 6 0 8 .  .TnfornaCi.on and Procurerncnt of commodities and 
coi?ci-iluion' wilciri:cr V .  S. s n a Z l  services under the loan will be 
b u s i n c o c  w i l l  p n r t i c i p a t c  according to established A. I. D. 
eqt!ii:abZy i i t  l';;ie fz.!t.ninlreing o f  ~egulation ' 1 procedures. 
goodo cnd s c ~ > v i c c a  f i n a n c c d  by 
t l ic  loan. ,  

I .  F A A  :' 6 2 0  f h ? .  rJiZi! t h e  l o a , ~  ---.-- 
pro~: io tc  o r  a t . : ~ ? : : ~  t the f o r e i g n  . 
aCd r z 7 o j c c t c  oi* n c t i v i t i c o  o f  
t h e  Cord~r~ru~tici.l;..n2oc c o u t t t r i e o ?  

NO. 

Technical assistance is not 
financed by the loan. 
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-20- 
A I D  2 2 4 0 - 2  ( 6 - 7 4 )  

. whether  t h e y  a r e  p a r t i c u t a r t y  
e u i t a b t e ,  a r c  n o t  c o m p e t i t i v c  w i t h  
p r i v a t c  e n t e r p r i o c ,  and can be  
made avaCZabZe w i t h o u t  undue 
i n t c r f e r c n c e  w i  t l t  domes t i c  programe. 

Loan ' n CompZiancc wC t h  S p e c i f i c  Reql t ircments  

46. F A A  fj z tO(a);  8 20g(c).Intrhatmanner has orwillthe 
r c c i p i c n 2  c o u n t r y  P I -ov ide  
assurance:: t h a t  it G i l L  provide 
at Zcaot 8 5 %  o f  t h e  c o a t s  o f  
t h e  progllam, p r o j c c t ,  o r  a c t i -  . . .. 
vCty  w i t h  r s s p o c t  t o  which the  
Loan i o  t o  be  madc? 

47. F A A  5 2 2 2 .  W i . 2 2  t o a n  be uecd 
t o  f i nance  poZicc t r a i n i n g  o r  ' 

r o t a t c d  program i n  r e c i p i e n t  
c o u n t r y ?  

F A A  C 27,4_, W i t 2  loan Ire uoed t o  
p a y  f o r  porfortnancc o f  a b o r t i o n s  
o r  t o  m o t i v a t e  or  coerce  poroona 
t o  p r a c t i c e  a b o r t i o n o ?  

- - - - - - - - -- --.. . - 
1W. 8201(b). Is the country among 
the  20 cou~~t.ries in which develop!r,ent 
lonn f u n d s  !nay be used to make loans 
in this f i s c a l  year? 

A ! I 1s intc~.est rate of loan .--- - 
at Ica:,t ;)-,: l)cr a1111urn c i u ~ j ~ ! ~  p.clce period 
alrrl n-L. 1c:ir.t :;$ per. t:Ii:ilull thcrcaf'ter? 

P ( . If this  i s o pro j ec t  lonn, 
v~!i,tl .  p!-ov-i n iu l~ r ,  1:.1~:il 1 1 . .  cn r;uiti4? for appropri - 
a t c  pnr . t ic ip: t t . . inn by l.ha-. rc.cillic!llt cour?tryfs 
pr.j.vrrtc+ c :  !-L:.l,]lr.i :;c '! . . - - . . . . .. . .. . . 

Section 110(a) is 
not applicable to 
this loan. The I 

program loan cant-em- 
pl.ated is far less 
that 25% of Egypt's 
agricultural and 
industrial import re- 
quirements for FY 75. 

The 'loan will not 
be used to finance 
police training. 

NO. 

. 

Not applicclble. The 
funding source is 
not development 
loan. 

YES. 

The assistance is 
not a project loan. 

YES. The lonn 
authorizes procurc~.c:-.- 
from the United S4::-:c a.d 
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' F A A  _. -- !! ,-.- 6 O / ? ( d ) .  I f  t h e  coop- 
era tz>;g  c~o; !v l t ry  diucriminaCc8 
againnTt 11. S .  ~,;Grinc i n o u ~ * n n c c  
corapanica, w i  2  i ?.(;:#n cgrcemcnt  
r e q u i r e  t h a t :  marinc L::t;urn)tcc 
bc pZaccti i l z  t h e  Un i t cd  S t a t c o  
on cornmoditice f <)lanced by  t h e  
loan  ? 

Egypt does not discriminate against 
U.S. marine insurance companies. 

. . . . , .. . - .  

55.  F A A  5 604 ( C  j . rr o f f a h o r e  p & ~ i ~ r e -  53. 
ment o f  agr*icuZtu/~aZ commodity or 
producf: i e  t o  be financ.cc2, i s  . t h e r e  
p r o v i s i o n  againa t ouch procurement 
when t h e  domcot ic  p r i c e  o f  6uch 
comrrodity io Zeoo t h a n  p a r i t y ?  

56. FAA 8 6 0 4 ( f ) .  If toan fittarzcc8 a  YES. A . f  .D.  ~ c g ~ l ~ t i ~ ~  1 will be - -.- - . -.- ... - .? ; J . , .. ." ,, -., 4 G c l r r , , . , v c c u  v 3  u . . . l / v r  ;rc$rfln~, ~ l ~ i . 7 . ~  applied. 
Q I ~ I ~ ~ ~ ~ ~ C ? I I ~ C I Z  too be rjrada fel* o t l p p  Zicr 
c e r t i f $ c a $ i u > z  t o  A .  I .  D .  and A . I . D .  
ayprova 2 o f  comrt~odi t g  a s  e Z i g i b  Ze 
and e u i t a b l e ?  

F A A  fi G O G ( C ) .  I~ t fo rma t io r z  on - A.I.D. Ecgulation 1 applies except 
r n e o n ~ c ~ ~ c o  t o  bc t a k e n  t o  z t t i z i s e  t o  public sector procurement, where- 
U. S. G@vcr?zmrn t c x c c n a  pe1300na 4 in efforts will be made to iitilize 
pyop(?j3; '! /  in Ziclc of  t h o  procuromcnt escess property t o  the m a s j . m u m  c x t c n t  
o f  ; l a w  it-omn. possible. In the private sector, t h c  

proci~rcr;.c:~;t of such property may r.ot 
be financed under A. I.D. Regulatior. 1 

58. FAA !: ( i ' ? . Z ( h ~ ;  n:-,!-,. 9 107.. 15 ---. ... --.---.--.- - - -  Not applicable. 
i!o~.tZ j ' f . ? ? : : i : C < : ; (  U<l : , i : l *  0 1 %  L ) ( L ~ c I ' -  

r s  Z ( i t  i:d la)ltl rcoouIicc c o ? : ~ t r t t c t i o n  
p ~ * c ; j ~ * c : ,  o r  p!i*oc/>lb::::, is t l l crc  a 
bc~ ir? j ' i . ? ; -~os  t c:or::!)lcf-n t.:'r7,1 madc, 
i n ~ o f n i *  a n  I ) ~ * ( T c  T . Z C ( T ~  LC, i n  
~ c c o I ~ : ~ ~ ~ , : c ! ?  ~ l i t l l  :I:/:C I ~ I ! ~ T . c ( ! ~ ~ I ~ I * c s  
D C  t: ? ~ ) * . t . l l  ; ) I  tlit.: : . ! t ? t ~ ~ ~ t ~ c : ; ~ d i i ~  o f  
t ] , c  ]'l'i*cicc'c?:i: dct ib!a!! 2 5 ,  2 9 6 2 ?  
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AID 1 2 . 3 0 - 2  : $ . . 7 4 )  

Not applicable. F A A  I? G t Z f c ) .  Tf c o n t r a c t 0  f o r  53. --7 
I 

conctrzlc ti .on art! ? I :  be  f i nanced ,  
wliat pl*ovicion t!r.il?. be rncdo t h a t  
t l ~ e t j  bo Zct  on a  co tnpc t i t i va  b a b i s  

I 
* I 

i 
t o  maximum s x t c n t  p r c c t i c a b z e ?  

I '  ! 

i 
* 

60. FAA fi G7.2(b)  : 5 636 ( h l .  Describe No contrat tual  or  other services 
stepr; <;]:en t o  cfsuure t i la f i ,  t o  $he are being financed under the 
maxitnz!m extcu? ponoib Zc, t h e  c o u n t r y  loan. 
i s  c o n t r i b u t i n g  ZocaZ curronc iea  t o  1 
meet t h e  c o s t  o f  contrac tuaZ and [ 
othe13 c e r v i c e o ,  and f o r e i g n  c u r r e n c i e s  ! 
owned ht.~ t h e  U;zitcd S t a t e s  a r c  u t i l i z e d  I 
t o  meet t h e  c o s t  o f  c c n t r a c t u a l  and 
o t h e r  e e r v i o e s .  

i 

. . 

61. i 5 ,  W i ? . t  m y  ~1 t r j i ( i t  f i i i i d ~  5~ ~ 6 ~ 2  to 
I 
i 
1 

acqu.;i3e currcncy  o f  r c c i p i c n t  c o u n t r y  I 
frorn non-U.S. Treasttry source8 when ax- I 

c c u o  c ~ x r ~ e n c ~  o f  t h a t  c o u ? l t r y  i a  on ' j 
d ~ p 0 s j . t  i n  U .  S. I'reacltzry? 

I 

i 
. .. ---- ---. 

BEST AVAILABLE COPY 



62. FAA 5 612 (dl. Docs the United States 
own excess foreign currency and, if 
os, what arrangements have been madc 
for its release? 

63. FAA § 620 ( g )  . What provision is there 
against use of subject assistance to 
compensate owners for expropriated or 
nationalized property? 

64. FAA 8 620 ( i ) ,  If constxuction 
of productive enterprise, will 
aggregate value of assistance 
to be furnishcd by the unites 
States exceed $100 million? 

65. FAA 3 636x1, Will any loan funds 
be used to finance purchase, long- 
term lease, or exchange of motor 
vehicle manufactured outside the 
United States, or any guaranty of 
such a transaction? 

66. App. 3 103. Will any loan funds be 
used to pay ~cr?sion:-', ctc., for 
military pcrsonncl? 

§ 105. T F  lo;.n is for capital 67 - ?PP2-.---- 
1x0 j cck ,  is t:llLre 11-iovi.r;i.o1i for 
A.I.D. approval  of a11 contractors 
and contract tc~rn:s? 

613.  AT-,^,. 8 107. Will any loan funds -- 
be used to pay UN a!:sossmcnt.s? 

Endeavor j.s being made for - 
negotiation of agreement for 
release of' C. S.-owned, non- 
P.L .  480 Rupees. 

The scope of the loan project 
coupled with the restrictions 
of A.I.D. Regulation 1 serve 
to prohibit: expenditure of the 
loan assistance for any such 
purpose. 

Not applicable. 

No. 

No. 

The lonr: is not for n capital 
pro jcct . 

No. 
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69. ADD. 5 109. Compliance wi th  
r e g u l a t i o n s  on employment of U.S. 
and l o c a l  personnel .  (A. I. D. 
~ e g u l a t i o n  7)  . 

70. App. 8 110. W i l l  any of  loan 
furlcls be used t o  c a r r y  o u t  pro- 
v i s i o n s  of  F M  53 209(d)?  

71. 9 p .  % 114. Describc how t h e  Committee 
on Appropr ia t ions  o f  t h e  Senate and 
House have bceil o r  will.  be n o t i f i e d  
concerning t h e  a c t i v i t y ,  program, 
p ro  j c c t  , country ,  o r  o t h e r  opera t ion  
t o  be  f inanced 'by t h e  Loan. 

N o t  a p p l i c a b l e .  

No. 

72. App. 601. W i l l  any loan  funds  bc used No. 
f o r  p u b l i c i t y  or  propaganda purposes  
w i t h i n  t h e  United S t a t e s  n o t  au thor ized  
by Congress? 

The Committee on Appropr ia t ions  
of  t h e  Sena te  and Mouse w i l l  
have been n o t i f i e d  p r i o r  t o  
o b l i g a t i o n  of  funds  f o r  t h i s  
program a s s i s t a n c e  i n  accordance 
wi th  A. I .D .  p o l i c y  implementing 
S e c t i o n  114 of  the Foreign 
Ass i s t ance  and Re la ted  Programs 
Appropr ia t ion Act o f  1974. 

(a) Compliance wi th  requirement 
t h a t  a t  l e a s t  50 p e r  centum of  
t h e  g r o s s  tonnage of coirmodj.ties 
(computed s c p a r a t c l y  f o r  d ry  bulk)  
c a r r i e r s ,  dry  car90 l j . ne r s ,  and 
tnnkcrs  f inanced i . l i t11  funds made 
a v a i l a b l e  uildcr t h i s  loan  sha.11 be 
t r a n s p o r t e d  011 p r iv i i t c ly  ow~led U.  S. - 
f l a g  commercial v c s s c l s  t o  t h e  
e x t e n t  t h a t  such v c s e c l s  arc? 
avai lcable  a t  f a i r  and reasonab le  
s a t e s .  

(b )  W i l l  g r n n t  1;e made t-o loan  
recipient t o  pay i i l l  o r  ally p o r t i o n  
of such d i f f e r e n t i a l  as  may e x i s t  
between U .  S. arid Eorci.gn-.flag v e s s e l  
r a t e s ?  

A. I. D. Regula t ion 1, which 
incorpora ted  i n t o  this loan ,  
covers  t h i s  requirement#.  . 
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74. Sect ion 30 and 31 of PL 93-189 
(FAA of  1973).  

W i l l  any p a r t  of t h e  loan be used to NO. 
f inance  d i r e c t l y  o r  i n d i r e c t l y  m i l i t a r y  
o r  pa r ami l i t a ry  opera t ions  by t h e  U.S. 
o r  by fo re ign  fo r ce s  i n  o r  over Laos, 
Cambodia, North Vietnam, South Vietnam, 
o r  Thailand? 

75. Sect ion 37 of  PL 93 - 189 
(FAA of 1973). 

W i l l  any p a r t  of  t h i s  loan be used t o  No. 
a i d  o r  a s s i s t  genera l ly  o r  i n  t h e  
recons t ruc t ion  d f  North Vietnam? - 

76. App. 3 112. W i l l  any of t h e  funds No. 
appropria ted o r  l o c a l  cur renc ies  generated 
as a r e s u l t  of AID a s s i s t a n c e  be used f o r  
support  of  po l i c e  o r  p r i son  cons t ruc t ion  
and a d n i n i s t r a t i o r ~  i n  South Vietnam o r  f o r  
suppout of p o l i c e  t r a i n i n g  of South 
Vietnamese? 

77. --.--- App. 604. W i l l  any of t he  funds appropriated, No. 
f o r  t h i s  pro:ject be used t o  f u rn i sh  petroleum 
f u e l s  producad i n  t he  con t i nen t a l  United S t a t e s  
t o  Southeast  Asia f o r  use by non-U.S. na t i ona l s ?  




