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UNCLASSIFIED
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December 20, 1974

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Arab Republic of Egypt - Program Loan

Attached for your review are recommendations for authorization
of a loan to the Government of the Arab Republic of Egypt,

in an amount not to exceed ($80,000,000) eighty million dollars
to finance imports of agricultural and industrial machinery,
equipment, spare parts, and other essential commodities and
related services. The loan is needed to assist the GOE in its
program to utilize the full production capacity of existing
industrial enterprises and to provide agricultural inputs
essential to increase agricultural production.

This loan proposal is scheduled for consideration by the
Dewvelopment Loan Staff Committee on Monday, December 30, 1974,
please note your concurrence or objJection is requested at the
meeting. If you are a voting member a poll sheet has been
enclosed for your response.

Development Loan Committee
Office of Development
Program Review
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Summary and Reccmmendations
Project Analysis
ANNEXES 1 - 7T
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(a) Repayment in United States dollars in no more than forty (4O) years after
the first disbursement, including a grace period of not to exceed ten (10) years.

(b) Interest in US dollars of two percent (2%) per annum during the grace period
and three percent (3%) per annum thereafter.

(c) Procurement with loan funds from the United States.

(d) Such other terms and conditions as AID may deem advisable.
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Tﬁé“f3?§'&§?°2§3"¥he coincident rise in international prices for food and other commodities
left Egypt in a very difficult balance of payments and debt service situation. In effect,
they were forced to increase short term borrowings and reduce imports of capitai goods

and industrial raw materials. In 1974, despite an increase in commitments of official
foreign assistance and increased interest by foreign investors, sufficient foreign exchange
is still not available to permit: (1) the maintenance of food imports, (2) a higher

level of imports for investment and reconstruction and (3) importation of raw materials
and other inputs to permit fuller utilization of existing capacity.

The proposed loan is to finance imports of agricultural and industrial machinery,
equipment , spare parts, and other essential commodities and related services. The loan
is needed to assist the GOE in its program to utilize the full production capacity of

existing industrial enterprises and to provide agricultural inputs essential to increase
agricultural production.
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AID-DLC/P-206T
December 197h

I. EGYPT: ECONOMIC BACKGROUND

Over the past decade, the Egyptian economy has encountered consider-
able economic disruption. The mid-1960's through the early 1970's
was a period of stagnation in economic growth. The period was
marked first by the economic impact of the Yemen Civil War, then

by that of the 1967 war. There has been some economic recovery in
the late 1960's, but since 1970 growth slowed down again as defense
and debt burdens mounted, unemployment and underemployment grev and
net capital inflows declined to nearly zero. The imbalance in
Egypt's external account has also been a dominant constraint in
recent years. The balance of payments problem resulted from rapidly
growing import requirements in the face of slow growth in the volume
of exports, heavy debt service requirements, and inadequate foreign
exchange reserves.

The Egyptian economy emerged from the October 1973 war with relatively
little physical damage, except for the Suez Canal area. Agricultural
production was little affected and the diversion of industrial pro-
duction towards military needs was apparently marginal. There was a
temporary drop in tourism, but the principal dislocation to economic
activity appears to have been due primarily to the slowdown in commercial
shipping traffic.

Despite a 25% increase in export earnings (due primarily to improved
cotton prices) and large new grants in aid from oil exporters, Egypt

has been unable to import the volume of non-food imports it has

imported in the past. In 1973 imports of wheat alone were $400 million,
nearly treble wheat imports a year earlier, permitting a rise in other
imports of only 4%. Import prices rose 25-30% in 1973. Thus Egypt

has been able to import less of the capital goods and raw materials
necessary to sustain current agricultural and industrial production,

let alone to permit economic growth.

During the past year, the Government has taken a number of measures
to improve the economic climate. In particular, steps were taken

to improve the prospects for development of Egypt's private sector,
to rationalize allocation decisions in the public sector, and to
improve the investment climate for potential foreign investors. The
environment of uncertainty in which the limited private sector had
been operating has been changed by both words and deeds of the
Government, giving rise to a new sense of optimism among private
sector entrepreneurs. There is a new awareness of the need to over-
haul and simplify the structure of administrative regulations and pro-
aodures, and to make greater use of market forces (rather than direct

controls) in the allocation of resources. The institution of the
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parallel market in September 1973 has helped to provide private as well
as public sector enterprises with convertible currency imports,

and is clearly a step in the direction of rationalizing the allo-
cation of foreign exchange resources. The passage of a liberalized
foreign investment law in the Spring of 1974 was an important step

in implementing the Government's "open door" policy. Other measures

in the direction of liberalization have been taken {e.g., the abolition
of exit visas), and others are contemplated. The "October Paper,”
presented by President Sadat and approved in a national referendum,

set forth a new statement of principles to guide Egyptian development.

An Interim Development Program for 1975 and a development plan for
1976-80 are now being prepared. In large part, the investment pro-
gram budgeted for 1974 and envisaged for 1975 is limited to continuing
carryover public sector projects. However, private sector investment
and foreign participation in joint ventures are expected to increase
substantially. The investment program for the coming year emphasizes
fertilizers, cement, tourism and petroleum and pipeline develop-
ment-~all high-priority projects. Investment priorities in agriculture
also seem generally appropriate to the country's needs. Programs to
renovate or improve the infrastructure (e.g., railways, ports, tele-
communications) are clearly urgent because of years of under-investment.

Egypt presently appears to be on the threshhold of a new stage in its
economic history. It has considerable economic assets and a large
absorptive capacity which should permit the economy to develop rapidly
if these encouraging trends are maintained. However, as of the end
of 1974 the economy remained in a difficult position. Despite large
new cormitments of official foreign aid and increased interest from
foreign private investors, the actual inflow of foreign exchange was
still inadequate to permit simultaneously maintenance imports of food
and capital equipment, equipment and raw material imports to permit
more effective utilization of existing capacity and expansion and
debt service. The problem has been intensified because of the con-
tinued rise in international prices of many necessary imports, which
is also contributing to domestic inflation despite extensive price
controls,

A detailed assessment of the Egyptian economy is set forth in the
IBRD Report "The Egyptian Economy in 1974: Its Position and
Prospects" September 25, T374. The above economic summary and
sections below on balance of payments, trade and debt services and
the annex on the Agriculturai and Industrial Sectors have been
based on this recent IBRD assessment.
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IT . U.S, ASSISTANCE OBJECTIVES

A. Political and Economic Considerations

Egypt has a decisive role in Middle East affairs. Thus, the approach
Egypt takes towards the resolution of the conflicts that have kept
the area unsettled for many years is critical to the U.S. interest

in achieving a just and permanent peace settlement between the Arab
states and Israel. Egypt clearly wishes to refocus its attention

on reconstruction, economic stability and growth. The objective of
U.S. assistance is to support that effort in a way which will permit
Egypt to meet the aspirations of her people through peaceful means.

The ultimate success of U.S, efforts to achieve a Just and lasting
peace in the Middle East will depend to a great extent on the con-
tinuing development of a U.S.-Egyptian relationship which produces
mutual confidence. President Sadat and the Egyptian Government

have been highly responsive to U.S. diplomatic efforts thus far. This
responsiveness has been reflected in Egypt's acceptance of such

major U.S.-backed initiatives as the October 22, 1973 ceasefire,

the November 11, 1973 Six~-Point Agreement between Egypt and Israel,
the convening of the Geneva Middle East Peace Conference in December
1973, and the Egyptian-Israeli agreement of January 18, 1974 on
disengagement and separation of forces along the Suez front.
President Sadat was also a leading advocate in Arab circles on behalf
of the lifting of the o0il embargo by Arab oil producers. The
Egyptian Government has continued to play a constructive role in
support of progress toward disengagement between Syrian and Israeli
forces. The United States and Egypt resumed diplomatic relations

on February 28, 1974 following a six and one-half year break.

President Sadat's position domestically within Egypt and his leadership
role in the Arab world in general will be closely linked with the
success or failure of his dual policy of Middle East accommodation

and friendship with the United States. Any setbacks to this policy

are likely to be seized upon by extremists in the Arab world opposed

to peace and an increased U.S. role in the area.

ln an eflort to support U.S. diplomacy with respect to Egypt and a
Middle last settlement in a concrete manner, the U.S. announced on
March 18 that it had agreed to assist Egypt in sweeping mines from
the Suez Canal and in providing training and technical advice to
EBgyptian personnel engaged in removal of other unexploded ordnance
The U.S. also agreed to finance removal of sunken wrecks from the
vanal. 'The reopening of the Canal is viewed as a logical sequel
to the Bgyptian-Israeli military disengagement and separation of
forces, which has now been implemented. It will contribute to
Jeveloonent of normal civilian activities, including encouraging
reconstruction of the cities along the Canal. Progress along these
lines will augment the stake in peace.
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The needs for social and economic development are extensive and far
beyond the capacity of any one foreign donor. Thus, Egypt must
rely on broad external support. In this situation, it is in the
U.S. interest to demonstrate its serious concern for Egypt's
development as well as our conviction that such development is of
major interest to others, hopefully leading in due course to the
formation of a coordinated approach to Egypt's needs.

B. Proposed FY 1975 U.S. Assistance Program

Against the above background, A.I.D. has proposed a $250 million

SA program for Egypt in FY 1975, which consists of three main
elements: (A) Suez Canal Clearance ($20 million), (b) reconstruction
of the Suez area and general development activities ($150 million),
and (C) a Commodity Import Program ($80 million), which is the
subject of this loan proposal.

Reopening of the canal is a priority objective of the Egyptian
Government. Not only will a functioning canal provide needed
foreign exchange earnings and be a symbol of the desire for Middle

East peace, it will also have a profound and beneficial impact upon
world wide commerce.

United States Navy and Army groups, which arrived in April of this
year, continue to work with Egyptians in clearing the canal of
unexploded ordnance and of wrecks. British and French units are
also involved and clearance of the canal is expected to be completed
soon. In addition to actual clearing operations, U.S. units have
vrovided training of Lgyptian personnel involved in the project.

The principal canal cities of Port Said, Ismailia, and Suez City
have been almost totally demolished during the years of war and
their populations have fled. The agricultural areas bordering the
canal have suffered similar damage, particularly to irrigation works,
roads, agro-industry plant, and farmers' homes. Much of the rural
population has also been dislocated. The Government of Egypt has
assigned priority to the reconstruction of the Suez Area to resettle
the former inhabitants and stabilize the area to provide adequate
services to the Suez Canal operation; to increase Egypt's agri-
cultural production; and to re-establish viable industry. Total
costs of tiie overall reconstruction effort and other develop-
mental activities throughout Egypt will be large and beyond the
capacity of an individual donor. IBRD has undertaken a detailed
assessment of immediate reconstruction needs and also is studying
developmenlnl possibilities and requirements in other areas.

The $150 million for FY 1975 is considered a fair share for U.S.
involvemen: in reconstruction and development in the Suez area.
Significant participation by the United States is necessary if we
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are to seek active, co-ordinated support from other donors in the
postwar assistance to Egypt.

There have been lengthy discussions with the Government of Egypt on
possible areas of assistance. There are major recoanstruction require-
ments in the cities along the canal which will need new systems for
water, sewage, power, transportation, schools, hospitals and other
public utilities. Housing, city streets, roads, railway and communi-
cations also must be rebuilt, and the port facilities of the Suez
cities, long in disuse,will need repair and improvement. Fertilizer,
paper, cement, and lime plants, as well as an oll refinery, will need
to be restored or replaced.

Within these priorities, A.I.D. has been discussing with the GOE
assistance for transmission and distribution equipment, construction

equipment, a cement plant, prefabricated housing and feasibility
studies.

Finally, an $80 million Commodity Import Loan will assist the GOE
in financing essential requirements for agricultural and industrial
developmrent.

The U.S. has also provided PL 480 assistance in the amount of

- $52.5 million for 300,000 M.T. of wheat and currently is considering
additional PL 480 assistance,

The justiticialion Cor the $80 million loan is set forth in Section III.
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IIL. LOAN JUSTIFICALION

A. Proposed Commodity Import Loan. The proposed $80 million loan
will be used for the import of raw materials, machinery and spare
parts to support industrial and agricultural production. Egypt has

asked for U.S. assistance to finance priority requirements in these
sectors.

The 1973 war and the coincident rise in international prices for food
and other commodities left Egypt in a very difficult balance of
payments and debt service situation. In effect, they were forced

to increase short term borrowings and reduce imports of capital goods
and industrial raw materials. In 1974, despite an increase in commit-
ments of official foreign assistance and increased interest by foreign
investors, sufficient foreign exchange is still not available to
permit: (1) the maintenance of food imports, (2) a higher level of
imports for investment and reconstruction and (3) importation of raw
materials and other inputs to permit fuller utilization of existing
capacity.

The worsening shortage of foreign exchange resulting from the tight
balance of payments situation, exacerbated by price increases, is

the major reason for underutilization of capacity in industry.
Underutilization of industrial capacity increased sharply in 19Tk

(to about 35% of available capacity), even though official allocations
of foreign exchange for meeting "maintenance" imports have been
unchanged. There are a number of reasons for the growing under-
utilization of capacity. The unit cost of imported materials increased
by 50% in 1973 and has further increased by 60% in early 19T7L.

Prices of individual key agricultural and industrial commodities

have, in some cases, more than doubled in the past year. As a result,
a unit of foreign exchange buys a much smaller quantity of material,
thus rendering it difficult for industrial enterprises to maintain
even a workable level of inventories. Some plants may have to close
down temporarily, or at least close down some production lines. These
eflfects are likely to be felt throughout industry and particularly
become severe in chemicals and metallurgy. It is estimated by IBRD
that an increase of allocations for imports of about $200 million
would produce additional production valued at about $1.5 billion.
Increasing the rate of capacity utilization has received the highest
priority in Egyptian Government policy.

In industry substantial increases in foreign exchange wili, therefore,

be needed tc finance the equipment, materials, and spares required to activate
idle industrial capacity as well as to maintain existing capacity.

In agriculture, the immediate GOE priority over the next two years

iz to acquire critical agricultural inputs which would yield increased
nroduction from existing acreages of those commodities which would
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have the highest net foreign exchange impact on the economy. A
considerable increase in agricultural output could be realized in
the short term with attractive economic returns through a high level
of imported inputs, particularly in the following areas: (a)
fertilizer needed for high yielding varieties of wheat and maize;
(b) spare parts for tractors, irrigation pumps and instruments to
allow adequate preparation and cultivation of irrigated land;

(c) plant protection chemicals such as pesticides and insecticides
to increase crop yields; and (d) various types of agricultural
equipment to increase agricultural productivity.

Egypt will require ccnsiderable supplies of all types of industrial
and agricultural machinery for which orders would have to be

placed now for deliveries from the United States 12-18 months in
the future.

Annex 2 discusses the current status of Egypt's industrial and
agricultural sectors, and related import requirements. Annex 3

lists Commodity Composition of Imports, 1968-73; and Annex 4
lists Imports by Country, 1968-73.

B. Balance of Payments and Debt Service

1. Balance of Payments. The period 1971-73 witnessed a widening
of the trade deficit from,less than $400 million to nearly $600
million. Exports, after having dropped in 1972, rose by about

25 percent in 1973, reflecting mainly improved cotton prices.
Oimilarly, the level of imports changed only slightly in 1972, but
the value of imports rose by 24 percent in 1973, reflecting almost
entirely a change in prices rather than in the volume of trade.
With more than one-third of Egypt's total imports consisting of
foodstuffs (in particular wheat and flour), the rise in the inter-
national prices of these basic commodities was in large part
respoasible for the overall increase in imports and for the higher
Lrade deficit. In 1972, wheat imports (including wheat flour),
had cost about $115 million. Preliminary figures for 1973
indicate that the cost of wheat imports was between $400-$500
million. And in 1974, the cost is likely to be between $500-

$600 million. Consequently, Egypt's capacity to purchase the
imports neceded for growth has been severely constrained. Capital
roods imports, for example, amount to little more than $200
million in 1973, or just over 2 percent of GDP. And the importation
of intermediate goods imports in 1973 was not sufficient to
prevent an inerease in the level of unutilized productive capacity
in both industry and agriculture.

"he following table summarizes Bgypt's balance of payments in the
period 1971-73.
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BALANCZ OF PATMENTS SUMMARY

($ million)
1971 1972 1973
Exports 850 813 1,01k
(Cotton) (bok)  (373) (438)
Imports 1,24k 1,286 1,593
(Wheat ) (1u4)  (142)  (koo0)
Trade balance -394 =473 =579
Services, net - 92 T . T
(Receipts) (182) (308) (u26)
(Payments) (218)  (301) (L19)
PTransfers (including grants from Gov'ts) 279 295 649
Current Balance : =207 =171 +17
Medium- and Long-Term Capital net 147 145 -5
(Disbursements) (297) (358) (328)
(Repayments) (150) (213) (333)
Other Capital -93 =5 =86
Qverzll Balance =153 =31 =14
Debt Service, medium and long term 187 258 379
(official) (144)  (182) - (220)
(Supriiers) (43) (16) (159)
Debt Service Ratio &/ 18.6  25.4  28.7

/ Excludes outstanding bYanking facilities.

tgypt's gross foreign exchange reserves grew $289 million in 1973 to
“total $442 million. This was accomplished through an increase in
short-term liabilities in the form of bank deposits by OPEC-o0il
producers and borrowing from foreign banks. Egypt's net reserves
declined in {973, :

The cxpectoed larpe current deficits in 1974 and 1975 together with
heavy debt service requirements, call for very substantial amounts
of foreign capilal in the short-run. As the existing pipeline of
projects suitable for foreign financing is still relatively narrow,
much of this assistance will have to be made available in the form
of program aid. The commitments already made by foreign donors,
includiag this preoposed loan, should go a long way to meet these
short-term requirements, and to enable increased utilization of
cepacity in the economy. )
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Insert for page 9, after the lst paragraph:

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

1974 1975

Exports +1,309 +1,544
(cotton) . (T72) (865)
Imports -2,532 -2,808
(wheat) : (602) (617)
Trade Balance -1,223 ~1,264
Services, net + 24 + 67
(interest on debt) (-77) (-116)

Transfers (including grants ’ o
from govts.) 635 302
Current Balance - 564 - 895

Medium and Long-term |

- Capital (net) - + 452 + 538
(Disbursement) A (+900) (+873)
(Repayments) (-448) (-335)
Other Capital 50 70
Overall Balance - 62 ' - 287

The IBRD assumed the canal would reopen in late 1975 and the Sinai oil-
fieldswould not return before 1976. Capital (loan and grant) estimates
were based on known commitments made before June 1974, The Rabat Con-
ference has changed this radically, The OAPEC States pledged $1 billion
per anmm in grants to Egypt over the next four years. Thus the deficit
"projected by the IBRD is more than wiped out. However, Egypt has been
very drastically underimporting and there is serious question whether the
imports projected by the IBRD could sustain an adequate rate of growth.
It could be wiser, given this large increase in aid, for Egypt to move
now to the $§3.5-4.0 billion rate projected by the IBRD for the final years
of this decade.
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In the medium- and longer~run, the outlook for Egypt's balance of
payments is much more pramising. According to IBRD estimates,
foreign exchange earnings are expected to grow from a level of same
$1.7 billion in 1974 to about $4.7 billion in 1980, because of the
reopening of the Suez Canal, operation of the Sumed pipeline, rapidly
rising exports of petroleum and petroleum products, a doubling of
manufactured exports, increased workers' remittances, and the devel-
opment of tourism. Imports of goods and services, on the other hand,
can be expected to grow at a slower pace after the drastic increase
of import levels over the next 3 to 4 years. As a result, the
deficit on external trade and services is projected to progressively
narrow in the latter part of the decade, significantly reducing the
required net inflow of foreign capitel.

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

1974 1975

Exports +1,309 +1, Sk
(Cotton) (772) (865)
Imports -2,532 -2,808
(Wheat ) (602) (617)
Trade Balance -1,223 -1,264
Services, net + 2h + 67
(Interest on Debt) (-77) (-116)

Transfers (ind uding Grants

from Govermments) 635 302
Current Balance - 56b = 895
Medium and Long-Term Capital (net) + k52 + 538
(Disbursement ) (+900) (+873)
(Repayments ) (-448) (-335)
Other Capital ___ 50 70
Overall Balance - 62 - 287

The IERD assumed the Canal would reopsn in late 1975 and the Sinai
oilfields would not return before 1976. Capital (loan and grant) esti-
nates were based on known commitments made before June 19Tk, The Rabat
Conference has changed the picture considerably in that substantial
zdditional resources are being made available by the OAPEC states.

This includes an OAFPEC pledge of $1 billion per annum in grants to
Lorypt over the next four years. It is nct clear what the composition
of the grant will te (e.g., military versus economic asslstance,
project or programn assistance), nor how disbursements will take

place ani over what time periods. Despite this caveat, 1t appears

that the d=ficit proj=cted by IBRD would be reduced aonsiderably.
However, Egypt has been very drastically underimpor:ing and, as noted
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above, there are considerable import requirements to restore capacity,
now idle, for maintenance imports and for further growth; there is
serious question whether the imports projected by the IBRD could
sustain an adequate rate of growth. We believe that there is much
scope, given thils large increase in aid, for Egypt to move now to

the $3.4-4.0 billion import rate projected by the IBRD for the

final years of this decade.

2. Debt Service. FEgypt's estimated medium and long-term debt
(disbursed onlys‘was $1,709 millions as of December 31, 1973. In
addition, Egypt had an estimated $441 million in short~term suppliers'
credits and $498 million in short-term debt due foreign banks.

Sixty percent (60%) of the medium and long-term debt and all 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. Desplte pay=-
ments of $333 million in 1973, Egypt continued in default for about
$23 million due Japan, Canada and European creditors. The IERD
estimates its 1974 debt service burden at $450 million, 31% of
earnings (compared to $379 million, or 29%, 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 lO-year grace period, with interest at 2% during the

grace period and 3% thereafter. With these terms, particularly the
10-year grace period, the repayment prospects for this $80 million
loan appear reasonable.

C. Other Donor Assistance

According to TBERD, the total capital inflow required to cover the
current account deficits for 1974 and 1975 is projected at $1,450
million. Assuming net disbursements of $990 million on loans
cammitted as of mid-197h4, private capital inflows of $120 million,
TMF [inancing ol #48 million and a reduction of $600 million in

the use of short-teim foreign financing, the financing gap for the
two-year period was projected at $900 million. Also given the high
absorptive capacity of the econamy, and the low level of investments
over the past decade, the need for external aid commitments in the
succeeding years is expected to remain at a high level.

Substantial Arab aid was received in 1973 and is continuing. Six
hundred million dollars ($600 million) assistance from Saudi Arabia
wis reported in November 1974, and large aid offers have been made
by Yuwait and other Culf States. Commitments of non-Arab foreign
aid have also been considerable. In addition to the proposed $250
million from the United States, including this $80 million program
ioam, five counlries have either firmly committed new loans to be
used over periods varying from two to five years (Iran $850 million,
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Germeny $225 million, Demmark $9 million) or have announced their
intention to do s6 (Japan $100 million). In addition, the Government
has concluded two Euro-dollar loans totalling $180 million and is
currently negotiating a third ($100 million). Also, in August 197k
the IMF extended a credit (first tranche) of $48 million. A large
share of new loans is for unidentified projects and will disburse
only gradually over the next few years. Of the agreements noted
above, "program aid" will be provided by Iran ($100 million), Japan
($50 million), Cermany ($25 million), IBRD/IDA ($70 million), and
the USA ($80 million).
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Iv. LOAN ADMINISTRATION

A. GOE Procedures - General Background

In considering GOE/AID commodity import procedures, it is important
to recognize that the Lgyptian economy is dominated by the public
sector. Most industrial firms (accounting for 75 percent of industrial
production), all financial intermediaries, foreign trading, and
wholesale firms, most of the transport sector and some of the retail
sector are publicly owned. Although more than 90 percent of Egyptian
farmland is either in private hands or owned by small-scale cooperatives,
Government controls of agriculture are also pervasive. Ownership

of dwellings remains largely in private hands, and private sector
activity is significant in the construction, woodworking, leather,
textile, and food industries, though firms are generally small scale.
The petroleum industry is characterized by partnerships between the
state and foreign oil companies. Sectoral bodies and controls are
exercised mainly by public organizations (usually called General
Organizations) which supervise plants, other productive units and
major trading bodies. The predominant role of the public sector

is also reflected by the fact and public investment accounts for

90 percent of total investment. In such a centrally directed
economy, the Government plays a major role in fiscal pricing and
wage policies, with the foreign exchange budget being the major
instrument for allocating scarce foreign exchange to the public and
private sectors.

1. Parallel Market Mechanism

In September 1973, the Government announced the creation of a
parallel foreign exchange market, where a premium of 50 percent for
buying and 55 percent for selling free currencies is paid over the
prevailing "official" rate of $2.56 for EE 1 (see Annex 5 ). The
parallel market replaced the restricted system of multiple exchange
rates, including a 50 percent premium rate for some transactions,
which existed since 1969 and were modified in May 1972. The two primary
objectives for its creation were to: (i) increase the inflow of free
foreign currency resources, particularly by tapping assets held by
Egyptians overseas, and by encouraging exports to free currency areas;
and (ii) make these resources available primarily to industry and
selected service sectors for increasing production, tourism and
exports. Since tihe creation of the parallel market, the availability
of free foreign exchange for recurrent needs of the private sector
Las substantially increased. While the policy was designed to use
parallel market resources primarily for meeting import needs of the
tourism industry and the private sector, since April 1974, given

the extreme shortage of foreign exchange funds for recurrent imports
for public sector industrial enterprises, $50 million have been
rrovided to them through the parallel market after a case-by-case
review,
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Foreign exchange scarcity is the dominant constraint to Egypt's growth,
and an important step towards improving the process of allocation of
foreign exchange will be to further extend the parallel foreign exchange
market, as recommended by the IMF, i.e., to include virtually all trans~-
actions with convertible currency countries, excepting exports of
petroleum, cotton and rice, and imports of certain basic "supply"
(mainly food) items. This is clearly a step towards rationalizing the
exchange system. The Goverament has undertaken a policy of expanding
the scope. of the parallel market and in particular, as far as the
industrial sector is concerned, steps have already been taken to channel
parallel market funds for imports. A.I.D. will be discussing with the
GOE the applicability of the parallel market rate of exchange to private
and public sector transaction under this loan. It is A.I.D.'s intention
to propose that the parallel rate apply to private and public sector
imports. ‘this arrangement already has been agreed to by the GOE in

the recent IBRD/IDA loan and credit (total $70 million). Procurement

of imports financed under this loan at the parallel market rate will
help to ensure that the proceeds are allocated in agriculture and
industry on the basis of highest priority, and within industry to the
most competitive subsectors and to those with maximum potential for
generating export earnings or substitution of imports. We understand
that the GOE is considering using the parallel market rate for all donor
program assistance.

2. Import Procedures

Foreign Exchange for recurrent import needs is provided from three
main sources: (a) Foreign Exchange Budget (FEB) allocations, (b) a
part of the enterprise's retained export earnings made available for
this purpose; and (c) special allocations through the parallel market.
0Of these, the FEB allocations are by far the most importance source--
particularly for public sector. The parallel market has been the main
source for the private sector. (A description of the process of allo-
cation is given in Annex _g_,) Public sector applications for imports
are forwarded by enterprises through the General Organizations for
spproval by the Ministry of Industry or Agriculture. Industrial private
scctor applications are subJect to approval by the -Industrial Control
Board of the Ministry of Industry.

veterminaticn Committees are the key organization units in the current
import procedures and are attached to the respective General Organi-
znbions.  ach Determination Committee is responsible for the import
of o number of commodities. The Committee decides on all import
apvlicaticas for the commodities under its jurisdiction. A separate
Jommittee also makes recommendations coacerning all recurrent imports
ty the vrivate sector. EHach Committee is authorized to approve

import applicetions within the cverall foreign exchange allocations
~rom the Minisiries for various commodities. Their approval of an
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application is treated as final for imports and is equivalent to the
import licenses granted in the past. Frequently, imports needs of
several enterprises are bulked together to obtain better prices.

For free currency imports, the Committee invites bids, on the basis

of advertisements, from foreign suppliers, and Government-owned trading
companies and, after evaluation of prices, delivery and quality

selects the "best"” bid. For the clearing area imports, it requests
bids through the trading companies. The offer accepted is transmitted
to the recipient enterprise, trading company and the banking system

to enable them to proceed with the actual import.

Under the Govermment's present regulations, all imports, private or
public sector, are channeled elther through one of the ten Government-
owned trading companies or directly to the forelgn exporter. The
Trading Company performs a control function to crosscheck that the
imports are effected at competitive terms. A,I.D. will use the
established GOE procedure, whereby the public or private enterprise,
elther directly or through the Trading Company, will invite bids,
evaluate them and make final recommendation for contract award.
Importers will be able to invite bids through the trading campanies

and directly through suppliers and be able to compare competitiveness
of price and other factors.

B. Eligible Commodity List

Items eligible for financing under this loan will consist of com-
modities and -equipment as defined in the A.I.D. Commodity Eligibility
List ¥/ dated January 1. 1972. This list will be vrovided &S an attach-
ment to the Commodity Procurement Instruction (CPI) which will be
transmitted to the Borrower with the first implementation letter. In
discussions with the Egyptian Government officials, A.I.D. was asked
to finance various essential imports, such as industrial and agri-
cultural machinery and raw material inputs such as fertilizer and
pesticides, other chemicals, wood and wood products, newsprint and
paper. [Further discussicns with the GOE will have to continue to
Purther refine specific GOE priority import interests, both for the
private seetor and state enterprises.

¢, AJL.D, Commodily Import Procedures

There has been no A.T,D. program in Egypt in recent years and thus

there presently are no established AID/GOE procedures for the admini-
stration of a cocmnodity import program. However, a preliminary

/ C oy .
L Ine vroad "positive" list.
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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 Pprocurement
system may be desirable but can only be developed over time. It

may be necessary in the short order to permit rapid implementation,
to work with the GOE system as it now exists with minimum change,

As in the case of all A.I.D.-financed commodity impoft 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
stanfard 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 'Colombia System" to non-subsidized state

enterprises (i.e, enterprises that do not receive budgetary support).

Individual transactions 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 our understanding that the State Trading Company normally
receives a sales commission payment as well as commissions for
nandling commodity clearance from the supplier. A.I.D. Regulation 1,
Section 201.05. precludes the financing of such payments. This

matler also will Le a subject to be discussed with the GOE.

Under Section 6G0G(c) of the FA Act, A.I.D. is authorized to finance

From tunds ot chareable to an assistance agreement the higher cost,
it any, of transpurtaticn on U.S. flag ships as compared with foreign
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flag ships. This section has been applied to bulk cargo shipments
under charter and may also be applied to shipments -of open-rated
commodities on liners. The purpose of this authority is to relieve
the importing country and the end-user of the added cost of shipping
on U.S. flag vessels to the extent required by the Cargo Preference
Act. TFunds are not specifically and separately appropriated to
finance this freight differential. Therefore, such funds, when used
for this purpose, must be taken from appropriation(s) "earmarked"
but not obligated for other purposes.

Depending on the proposed mix of commodities which the GOE may request
A.I.D. to finance and the availability of grant funds for the Egypt
Program, A.I.D. anticipates the possibility of providing added funds to
finance the freigit differential. This determination will be made

at that point in time when the funding status and composition of the
program has been firmed up.

D. Disbursement

The proceeds of this loan are expected to be fully disbursed within
18 months of the date of the loan agreement signing. Because of
possible delays in delivery by manufacturers of specific items of
equipment and spare parts, the terminal disbursement date (TDD)

of the loan will be set about two years after the date of the Loan
Agreement, by which time the entire proceeds of the loan should be
fully disbursed.

V. OTHER CONSIDERATIONS

A. Irpact on U.S. Balance of Payments

The long-term impact on U.S. Balance of Payments will be favorable
because this loan will be spent on U.3. goods and services.
This loan will permit U.S. suppliers/exporters to reestablish

0ld trade relationships and create new ones for industrial raw
materials, and machinery and commodities essential for increased
agricultural production, and will greatly enhance the expansion of
the U.S. export market in KFgypt. Furthermore, future follow-up
orders for machinery and spare parts will result in additional U.S.
exports on a commercial basis.

B. Use of U.S. Government Excess Property

Because of the nature of the assistance being provided--raw materials,
machinery and spares to assist the agricultural and industrial
production, it is unlikely the U.S. Government excess property would
be appropriate for this loan. However, given the large amounts of
U.S. Governmert excess property available, SER/COM is being asked to
look at possibilities for using such excess property.
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VI., RECOMMENDATIONS

It is recommended that you authorize a loan to the GOE of $80 million
($80,000,000) for financing imports of selected commodities on the
following terms:

A. Repayment in United States dollars in no more than forty (L0)
years after the first disbursement, including a grace period of
not to exceed ten (10).years.

B. Interest in U.S. dollars of two percent (2%) per annum during
the grace period and three percent (3%) per annum thereafter,

C. Procurement with loan funds from the United States.

D. Such other ‘terms and conditions as AID may deem advisable.



Annex 1. Egypt - Economic Indicators AID-DLC/P-2067
December 19Tk

ARFA POPULATION DENSITY
1,002,300 = 35.6 (1775 - Estimated) 35.5 per kmz 2
Rate of Growth: 2.2% Over 1000 per km“ of inhabited area
ATTON CHARACTERISTICS (1371) HEALTH (1977)
Rirri a2 {per l,vQ.) iz Population per physicilan 1,700
Dear> f3ve ( er 1,000 13.2 Population per hospital bed L35
tors v (per 1,00_7 live pirths) 113.0 (1970)

VICRITION EDUCATION

Tilorie intake 35 § of requirements: 1C3.0% (1970) Adult literacy rate: UO% (1971

Per capita protein intake (grammes): 83.5% (196%) Primary school enrollment: M (1970

GROSS NATIONAL PRODUCT IN 1973

Us § Mla.
%P at Market Prices 9,281
Gross Domestic Investment 1, h31/
Gross liatioral Savings 5937
Current Accouat Balance -5k
Exports of Goods, NFS 1,329
laports of Goois, NFS 1,930

GNP PER CAPITA IN 1972: Usfalo
ANNUAL RATE OF JROWTH (%, constant prices)

1 T 1965-10 1y
o 6.3 2.3 ;23-/

100.0
12.3%/ - -3.9 6.7
iﬁ:?J 5.7 % T
19.7 1.2 10.2

QUTPUT. LABOR FORCE AND PRODUCTIVITY IN 1973

Value Added v loyment Value Added Per Worker
WEMa. % Hla. N
Agriculture 2,607 31 k.18 L7 i 620 67
Industiry 1,805 22 1.16 13 - 1,557 167
Servizes 2,335 28 1.97 ) 22 1,185 : 227
Otker 1,617 19 1.67 18 968 104
Total/Average 8,365 100 8.98 100 932 100

GCYERMNMENT FIUANCE

Central/Federal Government

TS § Min.) _ % of GDP —
1 Est.) 1973 1969-72
ar.- Ret2ip:s L,A32 . . 20.3 1 21.3
© Expenditure 1,9uk T 2.8 20.7
Surplus (excluding Emergency Fund) -52 -0.5 0.6
warzeasr Funi : 1,027 1,0 9.2
Cipital Expaniliures 979 . 10.5% 1.7
Ixerral Assistance (net) 7% .1 -0,k
WOLTY, TREDIT AND PRICES
1259/69 1969/70 1971 1 v
(millfions LE outstanding end-peried
Uomerr and Guasi Money 1,005 1,106 1,166 © 1,345 1,637
Bamk Credit :o Public Sector 1,023 1,133 1,038 1,164 1,336
221k Sredit to Frivate Sector L33 456 549 553 560

(Percentages or Index Numbers)

: 'oney a3 § of JLP 5 37.3 3.2 . 39.7 uk.9
= Index (19%6/€7 = 109)-/ 19,1 109.2 113.6 16.3 113.5

~anzaze changes in:
§ = Index L.c 2.9 k.0 2. 2.8
" *blie 3ecior 5.2 10.2 . 12,1 1.8
7.k 4.9 .o 0.7 1.3

Cann Cracls © rrivate Beztor

vk

Maraayer, . expart gye.ch orate

quited transfer receipns. .
ant price Zrowth rate are not ”a.i"aole due to insuffict ent informatisr concerning tralde deflistors.

for <nis period is biased by the drop in Suez revenues after 1956/67. Between

expare: (ir zureens prices) rose on the average by 12,5 percent annually, imports by 10.6 percent
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v ,)o:i..

T LT Borrowing
Disbursements
Amgor+izaclon
Subtotal

tzer Capi<al {net)

Zrerall 3slance (deficit -)

225evye Position, end of
IS5 Reaerves
lier Resorves

2ATE CF EXCHANGE

Torouch - January 1973
USi..™M = BT 0,435
1,06 = US $2.30

Ser.i2a35, net
Traus'ers, ret
3:il2nece on Cuarraat Acgoun:

1571 P4 1972
T (wllw us 5)
850 BT 1,0k
1,2bk 1,237 1,593
-L73 -579
-92 ” 7
29 2% 843
-207 -7 T
(297) {35%) {328)
50 2117 (333
1.7 155 -5
=2 = 36
=153 =31 )N
289 23 251
-722 -£37 -€13
From Febw»uiar:- 1577
US$1.00 = &E 0,330
1,00 = US $2,3%

Annes 1
Page 2

MERCHANDISE EXPORTS {AVERAGE 1972-1973)

US § Min, 4
Raw cotton 432 b7,2-
Rice 50 5.4
Petroleum, net . o
Manufactured goods 343 37.5
A1l other comodities S0 9.5-
Total 915 100.0
EXTERVAL DEBT, DECEMBER 31, 1973 % § e,
Public Debt Outstanding & Pisbursed 2139
{of which Medium and Long-Term) (1693)
1
DEBT SERVICE RATIO TR 1973:-'/ ﬁ
Publie Debt Outstanding & Disbursed 28.7
IBRD/IDA LENDING, JULY 31, 1 Million US
I3RD m
Outstending and Disoursed 2.7 .9
Undisbursed 100.9
Outstending Inecluding Undisbursed —7 13,5
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AID-DLC/P-2067
December 1974

Aunex 2, Agricultural and Industrial Sectors L

i. Azriculsture
e v =

Agriculture, the most dominant sector in the economy coatributes
about 30 perceat to GDP and provides about 50 percent of the total
employment and, including processed agricultural products, over

50 percent of total export revenues. The agricultural growth rate
during the decade prior to the 1967 hostilities averaged about 3-3.5
percent per annum; it has since decrerased to 2-2.5 percent. Agri-
cultural output is dominated by field crops, which are estimated at
more than half of the total value of the agricultural vroduction
consisting mainly of cotton, maize, wheat, rice and berseem. These
crops cover some thr=e guarters of the total arasble land. Fruits
and vegetables acccunt for less than one fifth of the total output,
wnile animal production accouncs for about nne quarter.

7ields for cotton and rice are high by international standards, but
others are relatively low. Cottonr and processed cotton products

are the major export items and they provide over 65 percent of naticnal
expert revenue; the next largest expert crop, rice, accounts for

6-T percent of export earnings. The completion of the Aswan Dam
permitted emphasis on expaasion and led to a massive new reclamation
program totalling some 910,000 feddans /945,000 acres) of land by

early 1973. The most significant achierement in the sixties has

heen the increase in yield of maize by the introduction of perennial
irrigaticn in Upper Egypt and early planting.

Despite *he increase in acreage, cotton production has stabilized
at avcit 1.4 millicn tons, but for a slight decline in 1973, mainly
caused by vad weather during harvest. One of the most significant
develcprects in output performance is the increase achieved in
wh2at yi=lds in recent years mainly through the introduction of a
new variety. The total wheat cutput grew from 1,50 million tons

in 1972 ©o 1.8h wmillicn tons in 1973. The area planted with new
varieties in 19Th is estimated at 685,000 reddans, as compared with
07,000 feddans (out of thie total wheat area of 1,248,000 feddans)
i 1073, The 1974 wheat output is expected to reach over 2.1
million tens. Introduction of a new variety of sugarcane has also
i+iated. Expansion in the livestock subsector iz limited
hortsge of feed, despit= the rapidly growing demand for

successful az plaanad, althouzh the 1974 output is expected to dbe
mere than double the 19T71-72 outrut of 12 million chickens.

rhe pasic gleture of Bgypt's agricyltural trade, domirated by ccitcn
exports; aad wheat imports, has not changed, =xcept that a sharp

e
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inerease in internaticnal prices of certain commodities resulted in
11 «dverse change in u;ypt s agricultural trade balance in vzlue
tarms., The cotica export/wheat import dominance of the agricultural
rade structure is unlik~ly to change for somce time because of the
growing pcpulation and the attzndzat increases in food consumption.
Since the 1974-7TL season, annual cotton exports stavilized at about
J.95 million tons, except for a sliight decline jian the 1971-72
season. Howevar, during the 1973-7Th season, cottoa export ravenues
doubled cver the previous season to some $800 million, solely due to
crice increases. On the imuort side, the average annual wlieat and
flour import since 1972 has been about 2.8 millicn tons of wheat
equivaleav. - However, because cf iacreased wheat prices between
31372 and 1973, the vheat import bill tripled to over $50C
million, and is expected to remain at this high level Taor 1974.
teccextly there has bteen 2 noticeable change of dirzction in Egyvt's
trade, away from tne USSR and scme East Eurcpean countries, rerlected
in Dart iua the increasing cctton salzgs Lo convertible currency
suatries,

One iLmportant fezture of the agriculture sectcr iu Egypt over the
lasy decade, has been & high 2egree of central control. These con-
trols were designed to organize agriculture so =23 to satisfy the
variocus, and sometimes conflicting, demands placed on the sector,
such as generation of foreign exchange revenue for the economy as a
whole {including for financizg industrial growth) and crovision of
ezzntial food items to consumers at low and stable pricas, whiie

ensuring certain levels of agricultural income and employnent.
Altheoiish policy measures adopted iun the sixties ccontinued, the

Government has not prepared a comprehensive plan for the develop-
ment of agriculture since 1967.

Ti.ere are indications that the Sovernment is willing to resxamine
the basic philosophy which kas for so long determinsd the role and
ratlara of development cf the agricultural sector. It 1z widely
accepted that higher farmgate prices for food zruins 223 cotton are
needed, not only to increase farm production incentives, wot aiso in
t.» interestz of social equity. In 1974 farm rrices fer cotton,
vheal, rice and sugarcane vere increased by an averaze cf aboutb
=5 1 1~*uen1 over the 1973 levels, which seem to be a reflecticn of
tiyis belief. A srowing emphasis is also teing placed on 3ec¢ntrali—
ton of Dub¢1c s=ctor agriculturali organizations, as w2l 2z ou
;! Lt creation of state farms to areas mere such tarms La
advantage in terms of size of investment und musagerial

The Unvernment is coasideripg a two-stage cgricultural poliny et
; 2diate measares ard longer-term strategy, Lhe
Jduring the asxt twe years, would be to ideatifv those

inua
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critical agricultural input and iavestment needs which would yield
incrzased production from existing acreages of those commodities
which would have the highest net foreign exchange impact on the
econcmy (either through export =arnings or import substitution).
They could typically include increased application of inputs such
as fertilizer crops, which have naigh output respcnse. They could
also include the provision of spare parts and agricultural equip-
mant, Fcr the longer term, the Government has not yet pronounced
an explicit strategy to be followed, except that it expects to
maintain the current level of cotton exports, and, by increasing
productivity in cotton growing, to free some land for additiocnal
wheat production to maintain a positive agricultural trade balance.

Considerable increase in agricultural output could be realized in
the short-term, with attractive economic returns, through a higher
level of imported inputs particularly fertilizer for maize and
wheat, pesticides and insecticides, spare parts for tractors,
irrigation pumps, implements and farm machinery.

QOver ?he longer rua, Egypt will continue to require considerable
supplies of all types of agricultural machinery for which orders

would have to be placed now for deliveries from the U.S. twelve to

eighteen months from now.

2. Trdustry

The industrial sector accounts for over 20 percent of the GDP,

35 percent of total exports, and about 13 percent of total ennloy-
ment. Thus, it ranks second afier agriculture in its importance
"in the economy. However, industry is expested tc play the leading
role in Egypt's future develcopment tecause of serious limitations

on the expansion of the arable land. As a resuit of the nationali-

zation of industry in the early 1960s, most of the large- and
medivm-scale ceaterprises are in the public sector. The publie
s<ctor consists of approximately 200 enterprises, that account

for 75 percent of the value added in industry and for employment
o’ over 500,000 workers. Of these, 123 companies belonging to

the Ministry of Iadustry cover the main subsectors and are managed
through six "General Organizations: food orocessing; textiles;
chemicals; engineering; building materials; and metallurgical.”
Most of the public sector companies have over 500 workars and,
indeed, average 4,107 workers per company. The private sector has

about 450,000 employees scattered over some 150,000 estaklishments,

T owhien only 4,000 are coasiderad to be factcry-type operations.
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The growis rabe in Lhe Ladabeinl scetor in 1971-72 fell to

b.d percenl in curreat orices sng to 2.5 percant in calendar 1973.
Lo pony Lerms, yneresate industrial output ia calendar 1973 did
not increase al all and iL seems Likely thal 1970 will atso show oo
growth in real output. The primary reason for this is the severe
shortage of fcreign exchange for import of raw materials, inter-
mediate goods, spare parts and necessary equipment required to
utilize existing productive capacity more fully. For 197%,
utilization of capacity in iadustry was estimated at some 65
percent. If the foreign exchange constraint is removed, it is
estimated that oubtput winh the existing Industrial capacity sand
operating practices (viz. shifts) could be increased by as much
as 32 percent and permit close to full utilization. This implies
in increase in industrial output valued at nearly LE 600 million.
iz lncreases in output could potentially be realiced ir 1975,
within a shert period.

In 1973, about 9 percent of industrial output {from both the
public and private sector) was exported; the target for 197k is
trhe same; however with the Tore:gn exchange presently available,
tiiis figure could drop to 5 percent. It =snould also ue pointed
out tinat in 1973, 64 percent nof wmanufactured exports went to
Tast European countries under trade agreements (the "clearing'
area) and hence did not produce freely-usable foreign exchange
How, however, the Government is shifting the direction of trade
towards convertible currency areas, and a progressively increasing
share of exports are expected tc be sold in coavertible currenc
mackets.

The 1972=T7T 1nchtment plan for puvlic sector manufacturing,
prepared in 1972, set a target c¢f investment of &E 1,520 millioa
($3.L96 million) for the rive years. Actual 1nv95uments however
£211 short of the target; ia 1973, investmert amounted to LE 70 million
~rnd are budgeted at LE TY millina fcr 197h. The shortfall between

£

expzctations and realization is mainly attriwtable to the lack of
foreizn exchange. As a result, more restrictive criteria have had

t? be gpplied %o determine priority investment. Tnis has, in general,

2d to favoring tne completion of on-going rirojects, a postponament
of n=w ones, snd some neglsct of maintenance and replacement of
~guicment in the key industriatr subsectors.

capacity

The total amount and distribution of/underutilivation wuong va
suvsectors of industry were evaluated 1ln two Government studie
sn2 in July 1973 to guide budget allocations lster in bthe year,
‘nd a second in February 1974 which was uinderieken ;ef'ausp of =
rapidly deteriorating positicu. The distribution oi' potzant.ally

riocus
S,
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idle capacity ‘in 1974 varied among public industrial subsectors as
shown below:

Target Production, Idle Capacity, and Imports

(1) (2) (3) (%)
(Additional)
Industry _ " Target Idle Cepa- Imports (3)/(2)
Group Production city Needed (%)
----------- (BE million)—me—m—ammeem
Food Precessing Ls53 133 13 10
Textiles ' 4Lo 102 9 9
Chemicals 135 57 19 33
Engineering 134 65 13 20
Metallurgical 117 60 13 30
Building Materials 59 1Y 3 21
Miscellaneous - - 2" —
Total 1,338 431 T 13

——

Substantial increases in foreign exchange will be needed to finance
the equipment and spares required to activate idle industrial capacity.
Het import requirements are the difference between the levels
required to meet the production targets, which the Ministry of
Industry determines annually as a realistic maximum, and the amounts
already provided under the budget. The physical volume of imports
was translated into value terms by determining the import prices of
goods in February 19Thk. Thus the total foreign exchange requirad
for import of raw materials and intermediate goods was estimated

at BE 238 million, to support the 1974 production target of LE 1,813
milljon; this figure includes the private sector's target producticn
level of BE 475 million. The Foreign Exchange Budget (FEB) provides
52 181 million, leaving net import requirements of EE 7T million
($199 milllion equivalent). The average import coefficient is 13
vercent {i.e. BE 238 divided by BE 1.813). On that basis the output
value of the idle capacity is estimated at LE 590 million ($1,510
million equiv:lent), or about 32 mpercent of output capacity. In
siarp contrast to 197h, the July 1973 report estimated idle capacity
in tial year s 1h nercont.

e wurseaing shortage of foreign exchiange resulticg from “he tight
balancs of payments position, exacerbated by price increnses and ithe
breakdown in clearing area deliveries is the major reasocn for severe
underutilization of capacity in industry. As a result, the levels
of available inventories of needed imports have been declining balow
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acceptable levels at the plants. Some plants may have to close down
temporarily within a few months, cr at least may have to close down
¥aey production lines, wnile work in process in other areas accumulates.
These effects are likely to be felt throughout industry, but may
become most severe in chemicals and metallurgy.
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Commodity Composition of Imports, 1968-73

Annex 3.
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Sources: Central Agency for Public Momilizetisn and Statistics, Monthly Pulletin cf
forelgn Tradn, Juna 107N snd August 1672, end data supplied to the mission (based on
Tauctoas statistica; the table above i3 adjusted for the different commodity classifia.

ztions usel in the Bulletins),

1/ Petrcleusm imports as reported by the Egyrtian General Petroleum Corporation differ
sudstantially from the customs statistics. They are as follows:
1968 1869 1370 1971 1972 1973 .

SIn nillions of Egyptian Egunds)

“chroleum products _== 28,0 }Q_E 312.3 22.b4 b LSLQ
Total 0.1 38.6 W40 kB.1 W.L 35,9

2/ Zauiudes irop and steel, copper, aluminum lead, zinc and tin, and unroasted 1ron
pyritas,

3/ Ineludes billets, rods, bars, anzles and shapes, hoops, strips, cheets, plates,
noninsulated wire, alloy and high carbon steel, sesmless pipes and tubes, tube and pipe
fitsirge, casks and containers, cylinders, chains and parts, nails and othe:s.

b/ Includes tenning extracts of vegetable oils, synthetic organic aznd other dyestuffs,
nigm nts, varnizhes, =namels (ete.) and printing ink.

5/ 1Includes wood squnred and lengthwise, plywood, cork and products.

3/ Inciudes all paper and papermaking saterials except thin paper, paperboard,

ets, for ordinary coaswreption.

7/ Ircludes insulated wire, electrical parts and carbon articles for electrical use,
1ot rical startirg and ignition equipment and insulators.

8/ Includes locomotives, aircraft, vessels and nonmotorized veniclcs and parts thereof
{excludes private passenger vehtcles)

9/ 1Includes machivery for manmade textiles, weaving, imitting and sewing machines
(nct for private use) and textile dyeing, drying and washing machines.

10/ Generators (atc.), rectifiers, primary cells and batteries, electrical furnaces
aud oveng, heating resistors, wireless accessories, traffic control equipment, etec.
1’/ Cczoa beans included in primry commodities' (rev materials) class in the
!mv*‘\‘" v Sulletins for 1970 and 1971.
L&/ icocludes chilled or frozen meat and fish, meat and fish preparaticns, dairy
*od .2, eggs and hozey.
;5 Includ2s sacks, bags and fabries of jute.
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Annex Y. Imports by Country, 1968-732

(in iE millions)l/

AID-DLC/P-2067
December 197k

1960 1969 1970 1971 1972 1973
Convartible curreacy arsap %0 139.7 13,7 ?:’.;.6 N6, 25,6
Arab Lzzgque countries EA0 FZ ;'_.3 1, .3 K1)
Labanon 2.9 .1 3. 5 9.2 7.
71by2n Arab Republic e 3,1 0.1 3.5 0.k 1.1
Ssudi Arsbis 0.k 2.1 G.6 0.5 C,h 0,2
KXuwalt 0.5 1.0 0.7 1.7 1.3 .5
ctorm X 8 95.B . 3" 2.8 o
Wectern Furope : ' 5. 115, 119.7 1178, 1°2.0
Germany, Federal Republic of 0,1 19.3 0% 24, e e s
Italy . 4.5 16.3 22,6 22.2 13,9 170
United Xirgdom 8.c 12.1 13.5 1b,1 1.k 13,6
France 33,2 29,5 25.) 22,7 LD 0.7
Switzerlend L.2 6.5 7.3 10, £,1 £.1
Belgium . 1.0 1.3 1.6 1.3 R 4,0
Retherlrnds 9 542 €.2 £.5 8.6 10.9
Swedon 2/ 2.7 3.2 L2 L6 3.7 L.5
Yugoslavic= - -- 3.6 6.2 T O
Oth?z'l lé.h 3.k s.c 7.6 8.1 lr-.z
Asin (non=Arsb) . 8. o] 1, 3.2 7.2
Jepan R~ B~ S 7 S S
Other v bk 6.4 3.9 3.3 ”.1 2.3
Afrieca (non-Arab) L,2 2. }_._g . o .
Western Henisphere 17,7 A VSR W .0 ®3 I 22
United States 15, 19.6 20,9 2.7 33.9 Jez
Canads 0.5 0,9 1.5 14,5 ¢.2 0.2
Uther L/ 1.0 c.5 1.2 ~.3 ~.l 1.1
Oceania and other- 3.0 5.7 6.9 33.F a6 2.2
Bileteral agreement 2 160.5 137.9 178.5 176.6  1Tt.l  1bs,
Arad Leaguc countries . 1.7 o Eg.g I3 .
Sucan 2.7 5-8 7.5 .5 905 . D
Syria 2.3 2. 3.7 3.1 2.9 38 §
Irng 1.6 3.0 2,5 L.3 6.1 h,3
Jordan - 0.1 c.l 0.3 1.0 0.4
Algeria 3.1 .7 1.2 0.9 3.0 0.4
Ctler 0.1 oM 0.5 0.7 2.5 0.5
Western Europe 17.1 6.3 1€.6 13.7 1°.9 14,3
Spain, 13.0 13.5 7.2 1 L1 x5
'J“.hz(e ) L 3.0 bb 5.6 g.a 10.3
Asia (non-Arab 20.9 a3, .0 ' 2 .3 21,
Incdia 1.2 16,1 2T 5.2 17, 10.G
Mainland Ching 8.9 5.6 €.7 TeT 1.2 10.2
Sri Tanka 0.6 1.5 L5 3.1 2.0 1,2
Cther &/ 0,1 0.3 0.6 0.7 0.5 0.k
Africa {non-Arab) 0.5 1.2 1.2 2.6 0.8 0.6
Wastern Hamisphere {Cuba) 07 03 0.1 AT - =
Eastern Eurone 1LY 87. 1080 117.2 10,7 .5
U.S.5.R. 5.2 7.6 BL.s .0 5.3 ’5.€
Rastesn Germany 1lie,1 17,7 15.5 15.5 16.5 1£.0 .
Czerhoslovakia 10,4 8.9 13,6 177 13.9 11.9
Psland 7.6 6.0 9.9 n.6 6.6 9.3
Romania 12,6 .5 11.3 9.9 .9 16,k
fhingery 2.5 L3 7 5.5 L, 5.7
2ulgwric  ,y h.9 4,0 3.7 5.1 5,0 7.4
Yugosleria=’ 7.0 6.2 %e9 - - .-
ather 3.1 0.2 0.2 1.3 0,2 n,1
Sreny totil 283,80 77,3 32,0 329.9 3090,C 361,1

Iowrces:
of “creion Trade

Zentral Agency Tor Public Movillzation ond Statistics, Monthly Zullatir
June 1970 and August 1972, ond datn provided to the nission,

1/ A dach as) indicates that the figure is zero or less than T& 0,1 millien.

;" Trede with Tugoslzvic is in cenvertidle currencies since July 1970,

2/ Taeludes Fialand and Cyprus which ars: under Eastern Burope At the sourre citod,

E'/ Dnl~ reer maialy Lo Sustreld ;  inceludes =150 New Zealand and sundry imports
sl oan soles Lo ships and Aeronlane:, passengers' dutiatle Ynggnge, ani chher,

3/ Rilsterst trade and paynenis -.reevent countriss. :

E/' Tunludes Turkey zud Grecee vhieckh ere included und»r Easteimn Buropn ok The source
Titur, ’

;,;,: Includes North Yoot ar, Mers', Uarss and Mangolin,

o0 Includss Somlis, Ha1E, Ghoes and Gudnes,

BEST AVAILABLE COPY



AID-DLC/P-2C67
December 10Tk

Annex 5. The Parallel Foreign Exchange Market ;/

1. The parallel market was created in September 1973 by the Government
of Fevpt in order to encourage the inflcw of free foreign currency resources
and to lmprove the process of allocation of foreign exchange by levying a
nremiun of 50 percent above the official rate for buying and 55 percent for
selling free currencies,

Sources of Funds

2 The major sources of funds for the parallel market, are: (i) remit-

-

rarces by Egyptians working abroad (expected to be around 50 percent of ictal
in 1974); (11) receipts from foreign tourists (about 35 percent of total);
.tii) exports of non-traditional items (i.e. excluding cotton, yarn, textiles,
rice, fresh onions, garlic, potatoes, cement, and re-exports) both from public
and private sector; (iv) 50 percent of yarn and textile exports in excess of
official export targets; (v) transfers by Arabs and other foreign nationals,

excapt for those related to investments.

3. The major usages are: (1) imports of industrial raw materials and
intermediary goods, essentially for the private sector at l=ast in 1974 (fore-
cast to total 70 percent of all uses); (i1i) import of tourism-related goods
and materials; (iii) other invisibles, including commercial and finaaciai ex-
pensas, patent fees, royalties, etc. but excluding shipping, iessurance and
zovarrment account transactions. :

Organization and Procedures

L. ihe primary responsibility for policy-decision, recommending changes,
a~d reviewing the operations of the parallel market lies with the Parallel
rarket Committee, which works under the general direction of the Higher Com-
niivez for Planning of Foreign Trade.

5. The day-to-day banking operations concerning the parallel market are
supervised by the Central Bank, as in the‘'case of all foreign exchange transac-
tiorns. The Central Bank has designated four commercial banks for handling all
barking transactions in this field: Bank Misr, Bank of Alexandria, Banque du
“aire and National Bank.

s The government has nominated the Misr Import and Export Comgpany for
i.io2 all applications, or public sector, concerning imports through che

2t lz2) market. All special cell, Commercial Agency for Parallel Market
vreracions (CAPMO)Y, in the Misr company created to perfom this fumction, works
wader the general directions given by the Parallel Market Committze.

Import Preoeadures

. Private Sector. The procedures applicable to the private sectox
\ave rocearly been streamlined to expedite the processing of applicazions.
!s neped that the time between the submission of application and openirg

e 3

t ., . Poraraly
SRR Y
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of letter of credit will be reduced from 2-3 months to 15 days. These mea-
sures sre also designed to increase the demand on parallel market resources.

3. The major reform concerns the role of the Industrial Control Board.
Mow the Bpard prepares a list of authorized imports for each private sector
cnterprise at the beglnning of the year. This list is sent to the Misr Company.
As a result, the Misr Company no longer refers individual import applications

to the “Maistry of Industry. Instead, it directly approves applications by
rafarring to the lists of approved imports. Other steps in the procedure

remain the sane.

9. So far, private enterprises submit their Lmport requests twice a
yrar. To simplifyv the procedures, it is planned that in future enterprises
submit their applications for annual import needs at one time. This will
reduce the red tame and permit the enterprises to plan their production on
as annual hasias. '

1. Public Sector. Public sector applications are approved as a special
case by a special Determinatiorn Committee when the allocations under the
Foreign Exchange Budget are considered inadequate and the imports of imputs
through the parallel market are not expected to adversely affect the end
product prices to the cons.mer. Thus the Determination Committee not only
studles the prices (as in the case of the private sector) but also determinaes
the desirabilitv of the import.

Recent Changes in the Parallel Market

1. On June 1, 1974, the effective rate in the parallel market became
subject to change by a committee established for this purpose. However, the
Egypcian authorities have indicated that the rate will not be reduced from
its »nresent level in the near future. In addition a substantially larger
list of commodifties was established which could be imported through the
rarallel market. The ccmmodities are mainly for "productive' purposes but
faclude items llke frozen and canned meat and television sets of sizes not
sroduced in Egypt.
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Annex 6. Foreign Exchange Allocation and Imports Licensing System L/

Foreign Cxciange Budget: Allccation Process

1. For the past few years, the formulation of the FEB has been the
basic mechanism through which foreign exchange allocations are made to entar—
prises. -

2. Around June of the preceding fiscal year, each public sector enter-
prise prepares estimates for its import need for the succeeding year; the es—-
timates are broken down by free currency and clearing account needs. Request
frc: the enterprises are reviewed by the concerned General Jrganization, and
then forwarded to the Ministry, The Ministry, in turn, discusses these esti-
mates with the General Organization in light of the preceding year's perform-
ance, production targets for the next year, actual inventory levels, prices,
1zlative priorities, etc., and then submits its request to the Ministry of
Foreign Trade. The allocations of foreign exchange by this Ministry are ap-
proved by the Cabinet,

3. The allocations to the Ministry are then allocated among organiza-
tions and/or commodities by the Minister concerned. The General Organization
ccucernad in turn allocates funds to individual enterprises. Each General
Crganization has its own criteria for allocating foreign exchange amongst
enterprises, For example, the General Organization for Textiles gives

higher priority to the impor:t of raw materials over import of spare parts

and accessories in order to keep its factories runming in this period of
severe foreign exchange shortages. It also uses input/output coefficients

to determine the areas/enterprises which can maximize increases in production
vith the limited allocated resources.

4, For the clearing account imports, the allocations are released for
tiie full year at the beginning of the year. However, for free currency im-
purcs, allocations are released every quarter. The FEB is amended every quarc-
tec according to the latest developments in Egypt's balance of payments sit-
uation and the changes necessitated by variations in world prices of commodi-
tine {e.gz. food) which must be importsd in pre-determined quantities.

Tinancing Recurrent Imcorts for Private Sector

o Since the creation of parallel market, ne provision for recurrenc
iniports needs of the private sector is made in tha FEB, but the avallablilicy

>f Zoreign exchznge to the private sector has tlucreased substantially. ini-
vate enterprises ncw have two main sources for financing their imports: (i}
proceeds from own exports, (ii) allocations from the parallel market, Private
anterprises are authorized to use their export earaings for importing approved
raw naterial, spaves and equipment within six monthi of receipt of thelr expert

- Ty,
; Sy e S3e
— ouraen Lizint)
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zarnings. After this period, an unused export earnings are sold to the parallel
market {i.e., ar 50 percent premium over the ofriicial exchange rate). Private
enterprictes, both exporters and acn-exporters, are in a position to purchase
foreign exchange in the parallel market for importing approved materials.

s Bafore the beginning of a fiscal vear, private sector enterprise
file their import reqiests to the Industrial Control Board in the linistry
¢z Induscry., After reviewing the validity of their request, the Board con~-
solidates the total import needs of the private sector and submits them to
the Ministry., The Ministry reviews this request and, as in the case of
General Organizations, makes its own recormendations to the Ministry of
Foreign Trade. On receipt of its total allocation from the Cabinet, the
Ministry deczides the allocation for the private sector —— both for free
currency and clearing agreement imports. Within this allocation, the Import
Coctrol Board then determines the quantity of various commoditles to be im-
ported by the individual firms during the year. The list is furiher broken
dsrn by free currency and claaring agreement imports. The former list is
sent to the Determination Committe for the private sector while the Board
it5elf determines imports authorized for the full vear from clearing agree-
ment countries.

Ieport Procedures

7. Since September 1973, the decision-making process for granting
import licenses has been decentralized. Instead of a central import licens=-
ing office, imports are now authorized at the sector level: coordination
between different sectors at the naticnal level is achieved primarily
through the FEBR.

8. Determination Committee are the key crganizational units in the
current {mport procedures. Presently, there are 23 such ccumittees sttached
te various ministries. Under the changes now being considered, their number
will increase to 46, each attached to a General Organization.
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ANNEX [

AID-DLC/P-2067

December 19T7L

CHECKLIST OF STATUTORY CRITERIA

“Iin the right-hand margiu, for each item, write answer or, as appro-

priczce, a cummary of required discussion.

As necegsary, reference

~thr sectlon(s) of the Capital Assistanée Paper, or other clearly

identified and available document, in which
discusscd, This form may be made a part of
Paper,

The following abbreviations are used:

the matter is further
the Capital Assistance

fhA = Foreign Acpistance Act of 1961, as amended.

FAA, 1973 ~ Foreign Assistance Act of 1973.

App. - TForeign Assistance and Relatcd Programs Appropriation Act,

EMA - Merchant Harine Act of 1936, as amended.

BARTIC AUYTIORITY

1. FAA G 103: § 194: § 105;
§ 100: £ 107. Is loan being made

BEST AVAILABLE COPY

The loan is being made under
authority of the Middle East
ance section of the pppce of
and chapter 4 of part two of

1974.

the
Asesist-
1274
the

act and is jntended (1) to supprort

the gencral economy of Egypt

by

assisting thc GOZT in its proygrams
to utilize the full productive
capacity of existing induntria
enterprises and (2) to provide
agricultural inputs to increcase

agricultueral production.



2

a, Jor agriculture, ruial devel-

C L. Not applicable.
opment o nutrtiion; PP

"b. for population planning or health; Not applicable.

-

“e. for education, rublic adminis- Not applicable.
tration§ or human resources development;

d. to solve cconomie and soctal Not applicable.
development problems in fielde such as
transporitation, power, tndustry, urban

development, and export development;



AID 1240-2 (5~74)

e. 1in suppori of the general
economy of the reeipient
country or for development
rrograms eonducted by private
or international organiza-
tions. :

COUNTIRY TERTORHANCE

Proaress Towards Country Goals

2. raa S200 (b) (5), (7) & (8); & 208

:

A, Deseribe extent to which
country ia:

{1) Kalking appropriate cefforts
to inercaasc food production

and tuaprove means for food
storage and disiribution.

Not applicable. T .

Therc are indications that thae GOE is
willing to reexamine its basic agricul-
tural philosophy. A growing emphasis
is also being placed on decentralization
of public sector agricultural corganiza-
tions, as wecll as on limiting the
creation of state farms to areas whoare
such farms have a clear advantage in
terms of efficiency, The increased
availability of external monctary
resources should result ia iucreases

in food producticn and evertrally
improved neans cf food storage =2na
distyibution.
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{2) Creating a favorable QZ‘{'" . Efforts to develop an "open door" o
mate for foraeign and doméstic.i policy for private investment, both for-
. . \ 1 gign'ad domestic, including establish~
private enterprise and ment of a new Agency for Arab and ,

nveavment., ' International Cooperation to furnish

: centralized supervision of foreign in-
vestment .. and relations with interna-
tional financial operations, reactiva-
tion of the Investment Guaranty
Agreement with the United States and
development of & 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 activities giving special
priority to proiects designed to -
generate exports, encourage tourism
‘or reduce the need to import basic
commodities. The investment incentives
available to foreign and domestic
investors compare favorably to those
available from othexr developing
countries.

AID 1240-2 (&74)

(3} Iinercasing the public's New economic programs will have a

~ola in the developmental beneficial impact upon thepublic's

prooecs. role in the developmental process by.

' encouraging development of industrial

and agricultural production and )
developing broad-based programs such .
as promoting tourism wnich, takzn toce: -
er, inherently resauire incrzaszd mibluc
participation. The projected foreign
exchange earnings fram such vrogramo
should soon provide an investment
hase for the rest of the economv.
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(4) (a) Allocating cvailable Efforts to marshall available
- budgetary regources to. budgeting resources to
development. cncourage increased industrial
’ and agricyjtural producticn
are underway which in 1973
included reforms in Egypt's
trade and fcreign exchange control
system and consultation
with tne 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 for 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

(b) Diverting such development activities. (b) Egypt
Yecources fOZ' unnecessary is not diverting its resources
military expenditure (Sce for unnccessary military

also Item No. 20) and expenditures, nor is it engaged in a
intervention tn affaivs course of cocnduct of intervention
cof otiter free and in the affairs of other free and
indcpendent netions.) independent nations.

(Sce also Item No. 11)

(5) halznq econonte, esocial, Egypt has embarked on a program
and political 1“’.70”""5 such as which emphasizes reconstruction and
tax collcection improvements revitalizaticn of industry which
and clianges in land tenure should increase domestic tax revernues
arrangenents, and making especially from industry. A land
progrcss toward respect for reform program in the early 1360's
the rule of law, frcedom of remade the agricuitural economy in
expression and of the press, the direction of aiding the poorest
and recognizing the anportancc rural populaticn., During the years
of 17!011”(?(&1 Treedom, cf Middle Fast conflict the thrust
intitattve, and pmva te of Egypl's cdomestic policies was
enterprige, toward econcmic, political and

social stabilitv and little reform
was accomplisiied; however, with
the end of the October war, the GOE

has evidenced a desire to move
aliead in thaans srasne
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: (6) Williir to contribute funds Egypt is willing to contribute funds
to the proi:ct or program. and other resources to the contemplated

commodity import program in order to
assure the success thereof. )

(7) Othecruise responding to Egypt is seeking to lessen tensions
the vital economic, political,between itself and other Middle East '
and goetal concerns of ite nations and in embarking upon a broad
people, and demonstrating a  program to increase industrial and
elear determination to take  agricultural production thereby improv-
effective self-iiclp measures. ing the quality of life in all sectors
of the economy, is respcnding to the
vital economic, political and social
concerns of its people and is clearly
embarking upon a course of effective
B. Are aqbove factors taken into self-help measures in this regard.
account itn the furnishing of the ) . . ’
subjeet assisiance? Each of the above factors has been
: ' : " taken into account in developing the
plan for the furnishing of the
.. contemplated assistance.

-

Treatment of U.S. Citineng and firms.

3. FAA § 620(ec). If ascistance i8 None of the known claims of any U.S.
to governmcnt, i8 the govermment citizen asserted against the COE
1iable as debtor or unconditional meet the criteria of Section 620 (c).
guarantor on any debt to a U.S. In any event, Egypt has now agreed
eitiazen for gooda or gervices to participate in proceedings of a
furniohed or ordered where (a)suclJoint Commission (USG-GOE) which
ettisen has exhausted available will consider outstanding debts of
legal remedies and (b) debt tis Egypt to U.S. citizens and will seek
‘not denied or conteated by such to negotiate settlement of such dekts.
government? '

4, FAA 8 6&0(c)(l). If assistance Eqypt in the past has taken action -

ia to a goverument, has 1t whichwithout appropriate actiocn on

(inaluding govcrrnment agencies their part would call for institutiom
or ouhdiviatons) taken any : of Section 620(e¢) sanction. Howavar, -
agotion whieh has the effeet of Egypt is now participating in preciedin-
nationalizing, expropriating, of a Joint Commission especialiv

or olherwise celzing owncrchip established to consider and ncgotiate
or control af property of U.S5. claims arising out of past conduct
eitizens or entitiea benefietally of Eaypt. The Secretary of State
owned by them vithouwd taling has dctermined that the Egypt’'s

etepe to dischorae tia ebligationsagreemant to estoblish a Joint Committes

tow:rd such citizena or entitieg? to discuss componsation of American
nationals constitutes appropriate steps
to discharge Egvpt's obligaticns under
Scction 620(e). See 3 above,

BEST AVAILABLE COPY ?J
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n ) . ' . v
2V 6':0(0);* - “‘f".h‘,’jr"m" 8 No instance of any such seizure or
Protceotiy: dct. u 6. If eountry

cervLr ik A imposition of such penalty or sanction
haa getzcd, or tmposed any penalty is now known.

or ganction againset, any U.S.
fiching veggel on account of its
ftehing activitiee in international
watere, :

a. has any deduction required by Not applicable.
Fighermen's Protective Act been
made?

b. has complete denial of Not applicable.
assiatance beecn conotdered by . .
A.I.D, Adminictrator? - , ‘

Relationa with U,S. Geovernment and

Other iiail :'.om_;

6 .

Faf  620(c). Does recipient ~  No instance of any such present
country jurnish aesictence to course of conduct is known.
Cuba or fail to take appro- '

priatae atcpe to prevent ships

or atreraft under ita flag

frer oarrying cargocs to or

from Cuba?

BEST AVAILABLE COPY
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8-

_ . The Secretary of State has
Fan 8 620(b). If.casistance determined that Egypt is not
ie to a government, has Lhe ., controlled by the international
Secre. vy af State determined ~!7 communist movement.

that it 18 uo¢ zontrolled by

AID thedGnZ cbnbtibnal Communist

imovenent?

rsA B e80(0);: Tisherrien's

i

i

S, ’ y , No instance of any sach seizure or
Provectuvw: not. u 0. If eountry  juposition of such penalty or sanction
has geracd, Or ?nrpo:rec_i' any pcna Z_tyhéspncpbkaowﬁ.the ‘contemplated ‘
rapy flanaebtdn . agrpnabsi@sinbeSes  program is not to assist the conduct

FTrchnpnapveduelioy eneewPki@El Tt3 or operation of a productive
wﬁiﬁhiuglqcééﬁpﬁéésiﬁ"thﬁt@ngeéaongéwrprimzwithhmthenmanhu;of
swatedewnith Uniied States enter-" Section 620(d). :
prise, iz there an agreement by = ' s .
the recipient country to prevent
gxport to the United Stateo of
mere than 20% of the enterprige’s:
gunuel production during the life
€. thhagoany deduction required by Not applicable.
Fighermen's Protective Act Dbeen
made? ' -

. . The recipient country is not 2z
TR 620(f). Is recipient country communist country.
~ Camimyinist country? .
b. has complicte dental of Not applicable.
ascietance. been conaidered by
AT D, Adminictrator? The President has not determined
PiA § 620(1). Ie reeipient country that the recipient country is
w1 any way involved in (a) subver- jnvolved in such conduct.
1ton of, or military aggression
rrainst, the United States or any
~suntry recetving U.S. assistance,
2o {b) tle planning of suel oub-

Relaetotonophalafechidonpizcnt and

Other Jollons

oy asbienf ofndes. ipnopbagy?

The President, in accordance with

“EAL0060044) . BRocehecodpiieny (MO iRGiRNREReLoRNE SNEBPRSART, nas
Ceoutivy . Juonifiiandicyavakcto  oRBYERR.ATLGRNIREEIAT ARRYBrance to

WCrbuadr Feadurostadepnppens,

ol . ; - Egypt and has determined that no
pridicigtepn despruapeusnghbye

sufficient reason exists not to

4 furnish the contemplated assist.is
Ty

T carruing eargecs to or
Irom Cuba?

Egypt will fail to take adequato

measures to prevent the recurcence

of mob action which mav resuls in

gamage or uestruction to Uniteu Soos

proparty within Lavot. Addltione

negoti~tionn rertaining to sctticro

Gf ¢ld ~1-ims portaining to damaw:s
of U.§.G. rroverty are due te tal:

place in the neer future at i
meeting of the Juing Commission

Sea 3 and & abone

BEST AVAILABLE COPY

There is no reason to believe that
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23,

14.

™~
N
S e

16

cas 1 620(1). If the country
has ;.7 icd to institute the
invegotimeni ovorarty program

for the speeipie riska of
expropriation, in convert-
ibility or conjiscation, has

the A.I.D. adrninistration within
the pact year coneidered denying
assistance to such govcrnment
for this reason?

FAA § 620(n). Does vceipient
ecountry furnich goode to North
Viet-Nam or permtit ghipes or
atrcraft undzr 1ta flag to
earry cargoes to or from North
Viet<Nam?

FAA L 0620(q). Ya the government
of lhe recipient country in
default on interect or prineipal
of any A.I.D. loan to the
country?

severcd diplenaiic relations
with the Unitcd Statee? If so,
have iliecy becn rcesumed and
have new bilctoval ascistance
agrecucnts beon negotiated and

Egypt has recently reactivated its
Investment Guaranty Agreement
with the United States. M

The recipient country is not
known to be engaged in such a course
of conduct.

Kgypt is not in default on interest
or principal of any A.I.D. loan to
the country.

Egypt scvered diplomatic relations
with the United States in 1967.
Diplowratic relations have now been
resumed . - The bilateral acgreements
betveen the U.S. and the GOE have
never been revoked and thus remain

entercd into cince ouch resumption? in full force and effect.

123

FAn
nent

obligciiona? If the couniry 1is

in arrcarag, Lere cuch arrearagesd
taken into acvcunt by the AJTJD.
Admdadatvator 10 Jdetermining the
eurvent A I.D. Operationul Year

Budget?

e20(u).

o —————

Mhat 1s the pay-

BEST AVAILABLE COPY

The country has paid all of its

dratue of Ve country's U.N. outstanding U.N. obligations.
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1?7, FAA § 481. Has +he governmment of The President has made no
reciptent country fatled to take  determination under Section 481
adequatec steps to prevent narcotic that Egypt has failéd to take
drugs and other controlled sub- the enumerated steps.
stances (as defined by the Compre- ‘
hensive Drug Abuce Prevention and
Control Act of 1970) produced or
procesocd, in whole or in part, in
such country, or transported
through esuch country, from being
sold 1llegally within the jurie-
diction of such country to U.S.

Covernment personnel or thetir
dependcnte, or from entering the
U.S. unlawfully?

L8 ppa, 1073 § 29, Xf (a) M('Zitary There is no military base in Egypt
basc ic locaicd in recipient - encompassed within the definition
éouniry, and was congtructed or of Section 29.

15 being maintained or operated
vith funde furnished by U.S5., and
(h) U.S. pereonncl carry out
military operatioins from such
base, hac the President deter-
mincd that the government of
recipient country has authorized
regular acccecs to U.S. corres-
pondente to ouch hace?

Military Tzvenditurco

18, Fraa £ 6720(s). What perceiitage of The President has taken into
countyy budget fa far military account -each of the listed
cxpendi turca? .’:’ow much of foretgn considerations and has determined
excharoe resources spent on mili-  that considerations as to current
tary cquip;::cnt? dow much gpent Jor military expenditures by t.:he GCE
the purchess of copliisiicated do not inhibit cconomic aid to ,
weapone cuetens?  (Constderation Eqypt but rather that the projected
of ticie peints is to be coor- program contributes to the under-
dinated vith tir Dureau for 1¢ing intcent of the FAA which e-ris .
Proorar and "'J'/"' v Coovdination, to reduce arms ceosts and to

Ken ntwuval Coorcinag. we and f"li tam/ stinuiate cconciaic develonment.

Asointasiee Staff (I C/RC) )

BEST AVAILABLE COPY
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General Soundnega

20.

2t,

PAA B 201(d). Information and

eonclusron on reaconablenecs

and legality funder laws of '
country and the United States)

of lending and rclendtng tcrms

of the loan,

Faa # 20L(b)(2); § 201(c)

Information and coneclucion on
activity's ceconomtic and
technical woundieca. If loar
18 not made purauant to a
multilateral plan, and the
amount of the loan exceeds
$100,000, Las couniry submitted
to A L. D, an application for
guch funds togcetiier with
assurancce to indicate that
funds will be used in an cconom-
1na71u and technieally sound
manner? -

Infornation and
conclunic: on copacity of the
couniry to vepay ithe loan,
wneluding rcaconadlenesa of
repayment proepectea.

PAL 82010 (0)
¥ i on

The rate of interest is not
exceseive or unreasonable for the
borrower. The borrower has the
capacity to repay the loan as
provided in the loan agreement.

The loan is for a term of 40 years,
including a 10-year grace period,
with interest rate of 2% during the
grace period and 3% thereafter. The
rate of interest on the lcan is not
higher than the country's applicable
legal rate of interest nor the legal
rates of interest allowable under
the FAAct for Supportlng Assistance
loans.

is economically and
technically sound. According to
information and assurances waich
A.I.D. has received, the fun’s will
be used in an economically and
technically sound manner. An
apprlication has been made to A.I.D.
for such assistance. A.ILDE.
Fegulation 1 procedures will be
applied in the program.

The progran

It is reasonable to expect based
upon projections of foreign exchangao
earnings as contrasted to debt repayv-
ment obligations that Egypt will have
the capacity to repay the loan.

“BEST AVAILABLE.CQRY



tony

tace , |

-l

-12-.

FAA & 201 (n) (1

DRI 33
FIRAEAKENG" FOBmEBERESL ¥R EUWEH]
SonebebyJ AU I Bringeavorl

gources within the Unite
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Information an
adALIBBE 14y 6;5

g

States.

Expected large current deficits
Eﬁpigﬁﬁdakﬁ?ié7§“£E%&Eh3?fbitﬁs
h§a$§7ﬁe6%dségzic5°?%&%3§e%é§¥s,
RaYY rAgbheIo EHBE LERTY AT CTRRERE s
6?1%oggigﬂeEXp§EQ§§aﬁﬁlihe‘§ﬁ8§%§
QhnforRhIR 63PEhIL: aER1ERGAEROTE"
Fi11 hiveh 8 pEhngaasavitiibie

 WALinBa¥e ko 7 BRgaRvah20 1 he

b?o§B§e§°§Baﬁfr3§98§3§t§ig‘po?%iop
BE°EB§€§gﬁ°aidr?8§ﬁi§E&5f?oﬁ°§§682§1
9£r£3§ﬁl§au§aéerSEhrsabiiemaﬁgveral

SQieé%B.SO“rces both public an
private. ’
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FAA 8 611(.1(1). Prior to
stgning of loun will there be
(a) engineering, financial,

and other plans nccessary to
earry oui the aseictance and

(b) a rccconably firm estimate
of the coat to the United States
of the aerotctance?

raa 8 61i(a)t2). If further
legtolctive actton 18 required
within rceipient country, what
18 basig for reaconable expec-
tation that such cection will be
eompleted in time to permit
orderly accomplichment of
purpoce of loan? .

FAA & 611(e). If loan is for
Captitcli horestanco and all

U.S. assistcence to project now
exceeds SZ mi.llton, has Migston
DPirector ceriified the country's
capebtlity effecittively to
maintain and utilize the project?

tn Achicvement
v _Geals

pas_f oere 8113

Fatene o wiLel aruineance
reflecte ap pra‘:n-v‘../ te emphasis
on:  (a) eveouraztiag develop-

ment of demoaratic, econcmic,
politicci, and
(b) eclf-lcip ﬁ:z:urnting the
country'c jood wnecoday (c) im-
proving wvrilaehility of trained
manpewe» tx thoe country;

(d) programa degioied to meet
the country's heoich needs;

BESTAVAILABLE COPY

soetal tnotitutions;

The necessary plans and cost estimates
are completed and included within
the Capital assistance paper.

"No further legislative action is

required to implement the program
other than confirmation action
pertaining to the signed loan
agreement.

- Not applicable.

The major purpose of this loarn and
the Middle East package is to show
our commitment to help in the
resolution of the Middle East
dispute by encouraging increased
dcvelopment and thus promoting peace.
This loan fulfills the Congressionsl
mandate for assistance under the
Middle East Assistance package.
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o 1340-2 631714 ¢1). Prior to

signing of loun will there be
(ekagthet iivm; mh@nt 1aneqs el ,
e CERAMBRI: PO b s e hr: (FAG 900 1B
d eeam@mm, 1A bige i AR B hEY 5
ge)l QT UBHABEy PIPRCBIELHRLe

25.reqRpignt 19quntny ‘e n?tmmher

Ve fun

POB ﬁh@"
planning

urban dev

E@ng APeRBLC Y BB Brtates
a4 gw1catzon,

and publtc administration;
elopment, and moderni-

zation of existing lawa, or

(f) integ

rating women into the

ecqUPNG{ctive action 1a required

within
18 basti
- tation

reeiptent country, what
¢ .for reasonable expce-
that such cction will be

The necessary plans and cost estimates
are completed and included within
the Capital Assistance paper.

L BN

"No further legislative action is

required to implement the program i
other than confirmation action
pertaining to the signed loan
agreement. i

7 » 7 ) t . . ‘
29, ﬂﬁ_&iﬁéf gzeigntggiﬁﬁgngsg?égf‘bbl’ This project is not so suceptible.
ofpﬁﬁﬁﬁﬁ te? qganart of regional |

projcet
20 chﬂdf

so why e proaect not‘
ed’

Ll(o) If loan is for

Capilah vsfanoo and g et e .
F/lf; E 9:1, ,bf’( )[ o .}.'g, },!Bqt‘b nﬁgd The progrem activity by financing

Not applicable.
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long-rang
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of ('

AR D

b I 0

"‘,‘: ﬁ["-ﬁﬂrd
ﬁ*#ﬂ%t?

c ¢ JLJ2uLvG : and will contribute to realizable
leng-range chjectives of increcasiyo
the level of industrial ard
agricultural productivity in Egvpt
and assisting the CCE in raefornusing

t5 b PP In&ndéd WGEE

£ S AYRERY CHY IS QE ks < Yoan ang -

its attention con growth, ecenenic
stapility and reconstruction, -

Y g - ‘,.)afn;'n'atzon and The planned progrzm activify by
h Ton. L;zlr,ﬂJLc.r oR-80t- the providing foreign exchange ncecscazy
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countryta .fOOi nes day (C) 1r1- er*g}fom\)mm fulfills the Congressional

proving

aved Lah lfty of trained

’ﬂmnpm0q~-5 L@gur;utry-
(O AR B TG me et This loan is not directed ot a n-
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'“-UHW'HJHJ‘HGC(L:' . or 2n oppartunity that is ragion.l
e rogionael deve Iopﬁu°ht in nature.

mandat.c for assistance under the
Middle East Aszistance aC'agn
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FAA 8Section 1LL. Discuss the

extent to which the It will strengthen
the participation of trne usban and rural
poor in their country's development, and
will assisi in the development of
cooperatives which will enable and
encourage grealer numbers of poor people

._to hc;p themsclvcs towurd a better life.

; FAA ﬁ.?Ol(f). If this is a project loan,

. describe how such projoct will promote

i the country's economic development

" taking into accournt the countiy's human
and material resource requirements and
the relatiouship belween ultimate ob-

i Jectives of the project and overall

;economic development.

FAA § 281 (€a). Denaribe amtent to
which the loan will contribute to
the objective of azauring naximum
participation <n the tash of econo-
mic devclopment on the part of the
people of the country, through the
encouragenient of demoeratic,
private, and local governmental
tnetttutions, '

BEST AVAILABLE COPY

See Paragraph7. The loan, by
assisting in the financing of
industrial and agricultural M
commodities and machinery needed

to maintain and increase industrial
and agricultural production, will
result in increased employment

and utilization of the urban and

“-rural poor of Egypt thereby

increasing their role in their

country's development. No direct

impact -is foreseen on the develop-
ment of cooperatives, however.

Not applicable. The planned
assistance is not project assistance.

Although Egypt's economy is
dominated by the public sector
Egypt has been taking steps to
improve private sector trade
through greater access to foreign
exchange reserves. Aid is exploring
wilh the ¢cor means whzreby the
proceeds of the loan will be used
for the direct procurement of

items thus strengthening bcth

the public and private scoctor .
through the elimination of red

tape and administrative del:uvs
ordinarily found in imporis, only thru
trading campanies. The loan foresees
a number of self-help activities

on the part of Egypt including

(1) effective administration cf

a new foreign investment law which
should contribute to the liberali-
zation of the Egyptian economy and
(2) reform in the "Parallel darket
in Foreign Exchance" which should
result in improved access to
foreign exchange for private

sector intercsts.

e — e s ew wl "
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FAA & 281(b). Deeeribe extent ¥o
whieh program recognizes ithe
particilar needs, deeirea, and
oapacities of tha pcople of the
countyy; uitiliaes the country's

intellectual rosources to -

encourage inctitutional devel-
opment; and supports civic
education and training tn okillse
required for effcctive partict-
paiion in govermwiental and.
political proccooes csgenttal to
self-government,

. . ,
FAA S5P0(0)(3).  In what ways does the
aclivity give reasonable promise of

“econtributing Lo Lhe daveJopment of

ceonomic resources, or to the inerease of
productive eapaciticn?

[P URS D Sy RSO SRS,

The program by assisting in two
critical sectors of the Egyptian
economy recognizes the particular
needs, desires, and capacities

of the people of the country as
Egypt undertakes to refocus its
attention on growth, economic
stability and reconstruction. 1In
its emphasis upon self-help
measures, including improvement
in existing institutions related
to investment activities, budget
formulation, and allocation of
foreign exchange, the program
requires utilization of Egypt's
intellectual resources to maximize
the effects of the loan.

Through the importation of needed
capital equipment and raw materials,
the country's production capacities
and economic resources will be
increasecd.

BEST AVAILABLE COPY , S,b!
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37.

38.

Fah 8 601(aj. Tuformation and
conclusiong whether leoan will
encourage efforts of the country
to: (a) inerease the flow of
internotional trade; (b) foster
private tnitiative and competition;
(c) encourage development and uce
of coopcratives, credit unionas,

and gavings and loun associations;
fd) diccourcge monopolistie
practices; (e) improve technical
efficicucy of indusiry, agriculture,
and commerce; and (f) estrengthen
free labor unions.

For 8 610, If acstctance 18 for
newly in:cpendent country; is it
furnialod through multilateral
ovganisaitons or plang te the
mesenvm entent appropriate?

Loan'e Fifeat on U.S. and A.T.D.

Pr’,(’ e

39.

pag_poooni (. Information
and conaivuion on ponsible effcata
of loan on U.S5. cconimy, with qpecmal
reference o areot 0O aubstanttql
labor ourplug, and cxztent to which
U.S. eommoditics and asgistance are
furni¢hed in a manner congtstent

with improving the U.S. balanee of
payments pocition.

BEST AVAILABLE COPY

See. 35. (a) The program loan
will be used to finance. the’
import of commodities with v
long~-term objective of
increasing Egypt's ability

to engage in international
trade. (b) Under A.I.D.
Regulation 1 pracedures,

private initiative and

.competition will be fostered

to the maximum extent

possible. (c)} No direct impact,
(d) no direct impact, (e) the
purpose of the program is

to encourage industrial and
agricultural production which,
of nccessity in financing
commodities for industrial and
agricultural production, involv:zs
improvement of the technical
efficiency of industry, aaricul-
ture and commerce, (f) no direct
impact.

Egypt is not a newly independent
country.

The procurement under this

loan wiil be from the United
states(Code 000)incovporating
Reculatici: 1 procedures. The
loan will have a signilicant
impact in reintroducing Lgyptian
industry and agriculture to

U.S. souvces for a brecad varicty
of industrial raw matexrials and
should davelop an increasing
orientation toward U.S. precduct-
tion with bencficial effec*s on
the United States balance of
paymani s,
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FAA 8§ 07 (a) Total amount of money
wnder toan which is going directly
to private enterprise, ie going to
intermediate credit ingtitutions or
other borrowers for use by private
enterpriac, ts being used to finance
importa from privatc sourceg, or io
otherwige beitng used to finance
procurecmerts from private sources.

BEST AVAILABLE COPY

Procurement as stated in the loan

paper will be from the United
States.
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L1.

b2,

WYy,

It

FAA § €OL(L). Information and See Paragraph 39. Regulation 1
conclusion on how ihe loan will ensures that there will be maximum
encovrage U.S. privaic trade and private participation in transactiors
investment abroad and how it will financed under the loan.

encourage private U.S. partiecipation
in foreign assietlance programs
(inecluding use of private trade
cliannglo and ithe eservices of U.S.
private enterprige).

FAA ‘° 601(d). If: a CC{P‘itdZ This assistance is not a capital
projcei, are engineering and project activity.

profcsstonal serviees of U.S.
firme and their affiliates used
to the mazimum cxtent consistent
with the nattonal interest?

FAA & €02, Informaiion and Procurement of commodities and
cosi¢lroton wicther U.8. small services under the loan will be
businese will participate according to established A.I.D.
equitaebly in thie furnishing of Regulation 1l procedures.
gooda and services financed by

the loan.

FAA D} 620(h). Will the loan NO.

prouiote or acvist the foreign
atd projects or activities of
the Communigt-Nloc countries?

PAA L 621, IJ Technical Technical assistance is not
Agoiatence ito jJincneed by the financed by the loan.

loan, informacion and conelusion
whether such acsaistance will be
furnichked to the fullcatl extent
practicable as goods and profee-
stonal and oilcr services from
private enterprize on a contract
basia., If the Jucilitics of other
Federal agencics will be wtilized,
infornution and conclusion on

A/
TS
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AID 1240-2 (6&74)

Loan'n Complionce with Speetfie

. whether they are particularlj

suitable, are not competitive with

private enterprisc, and can be
made available without undue

interference with domestic programs.

Requirements

46.

7.

9.

50.

to practice abortiong?

FAn § ZZO(&); 8 208(c). In what manner has or will the

recipient country provide
-assurances that it will provide

at least 25% of the coats of
the program, project, or acti-
vity with respect to which the
Loan is to be made?

FAA § 112. Will loan be used
to finance police training or
related program in recipient
country?

FAA B 114. Will loan be used to
pay for performance of abortione
or to motivate or coerce pergons

FAA §201(h). Is the country among
the 20 countries in which development
loan funds may be used to make loans
in this fiscal year?

FAA 8§ P01(1). 1Is interest rate of loan
at leavi 2 per annum during grace period
and at least 375 per annwn thercafier?

¥aA B201(r). I this is a project loan,

vhal provisions have buen made for appropri-
ate participation by the reeipient country's

private entorprise?

Eﬁﬁngfﬁlifi; Vi1l 2ll commodity

procurcnent Sinanced under the
loan be rrom the United Otates
cxcept as olherwise determined

by the Preoldenty

pan 8 coh (1) Wl provision s
;ISF?TITTETfﬂTntiYinurnivq

commoilty vroenresent in bulk .
al prices hipher than o justed

Usl, mariee pricey

BEST AVAILABLE COPY

Section 110(a) is
not applicable to
this loan. The
program loan contem-
plated 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 applicable. The
funding source is
not development

loan.

YES.

The assistance is
not a project loan.

YES. The loan -
authorizes procuromon =
from the United Stoze.,

A.I.D. Reaulation 1

will be incorperated
in the Loan Agreeroers
to enforce statutery
pricing restrictions.

-

¥
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AID 1240-2 ( 5-74) ‘ ’ ' .

(3% P
PR :-:'./}A-—fn'. 604 (d). If .the coop- Egypt does not discriminate against
erating country diseriminatles U.S. marine insurance companies.

55.

56.

o7.

agatnet U.S. wmarine insurance

companice, wile Tawn agreement

require that marine cinsurance ‘ .
be placed in the United States
on commoditica financed by the
loan?

FAA & 604(ec). If offshore procure- gee paragraph 53.
ment of agriculiural commodity or ~

product 18 to be finanececd, 1is  there

provision against such procurement

when the domeotic price of such

commodity ie leass than parity?

FAA § 604(f). If loan finances @  yEs, A.I.D. Regulation 1 will be

- e e - o

comncdiiy wmport preogram, will applied.

arrangements be rnade for supplier

certification to A.I.D. and A.I.D.

approval of commodity as eligible

and suitable? )

Fas & 608(a). Information on A.I.D. Pegulation 1 applies except
measures to be taken to utilize to public sector procurement, where-
U.5. Government cxcess personai in efforts will be made to utilize

properiy in lieu of the procurement excess property to the maximum extont

of new itena. possible. In the private sector, the
pProcurcrent of such property may not
be financcd under A.I.D. Regulatior 1.

FAA & 611(b); Avn. 3 101. If Not applicable.
loan jinmiccu water or water- '
relatcd land resource conatruction

projced or program, is there a

benefit-cost computation made,

insofar as practicable, in

accordance wiih the proeccdures

sct forth in the Memorandum of

the VPrecident dated May 165, 19627

BEST AVAILABLE COPY




AID 1240-2 !5..74)

59.

60.

61.

FAA_§ 611(e). If contracts for Not applicable.
conctruction are *< bhe financed, _
what provigion will be made that

they be let on a competitive basts .
to maximum extent practicable?

FAA § 612(b): 5 636(h). Deseribe No contractual or other services

stepe talken to assure that, to the are being financed under the
maximum extent posgible, the country loan.

i8 contributing local currencies to
meet the cost of contractual and

other services, and foreign currencies
owned by the United States are utilized
to mecet the cost of contractual and
other services.

App. G 113, Wil any of tvan Jundc be used to  no.
acquire currency of recipient country

from non-U.S. Treasury sources when gxe

ccoa currency of that country ia on

depostit in U.S. Treasury?

BEST AVAILABLE COPY
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62.

63.

64.

65.

66.

67.

68.

-23-

FAA 8§ 612(4d). Does the United States
own excess foreign currency and, if
os, what arrangements have been made

for its release?

FAA § 620(g). What provision is there

against use of subject assistance to
compensate owners for expropriated or
nationalized property?

FAA B 620(k). If construction
of productive enterprise, will
aggregate value of assistance

to be furnished by the Unites

States exceed $100 million?

FAPA § 636(i). Will any loan funds
be used to finance purchase, long~
term lcase, or exchange of motor
vehicle manufactured outside the
United States, or any guaranty of
such a transaction?

<

App. 8 103. Will any loan funds be
used to pay rensions, etc., for
military persomel?

App._§ 105. 1If loen is for capital
projeck, is there provision for
A.I.D. approval of all contractors
and contract terms?

Arn. 8§ 107, Will any loan funds
be used to pay UN asscssments?

BEST AVAILABLE COPY

Endeavor is being made for
negotiation of agreement for
release of U.S.~owned, non-
P.;,. 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 loan is not for a capital
project.

No.



70.

1.

72.

73.

<2l

App. 5 109. Compliance with
regulations on employment of U.S.
and local personnel. (A.I.D.
Requlation 7).

App. § 110. Will any of loan
funds be used to carry out pro-
visions of FAA §8 209(4)?

App. § 114. Describe how the Committee
on Appropriations of the Senate and
House have bcen or will be notified
concerning the activity, program,
project, country, or other operation

to be financed by the Loan.

App. § 601. Will any loan funds bc used
for publicity or propaganda purposes
within the Unitcd States not authorized
by Congress?

MMA & 901.b; FAA B G40,

(a) Compliance with requirement
that at least 50 per centum of

the gross tonnace of commodities
(computed scparatcly for dry bulk)
carriers, dry cargo liners, and
tankers) financed with funds made
available under this loan shall be
transported on privately owned U.S.-
flag commercial vesscls to the
extent that such vessels are
available at fair and rcasonable

‘rates.

(b) Will grant bc made to loan
rccipient to pay «ll or any portion
of such differential as may exist
between U.S. and forcign-flag vessel
rates?

BEST AVAILABLE COPY

Not applicable.

No.

The Committee on Appropriations
of the Senate and House will
have been notified prior to
obligation of funds for this
program assistance in accordance
with A.I.D. policy implementing
Section 114 of the Foreign
Assistance and Related Programs
Appropriation Act of 1974.

No.

A.I.D. Regulation 1, which
incorporated into this loan,
covers this requirement..



74.

75.

76.

77.

-25_

Section 30 and 31 of PL 93-1869

(FAA of 1973).

Will any part of the loan be used to No.
finance directly or indirectly military

or paramilitary operations by the U.sS.

or by foreign forces in or over Llacs, .
Cambodia, North Vietnam, South Vietnam,

or Thailand?

Section 37 of PL 93 - 189

(FAA of 1973).

Will any part of this loan be used to No.
aid or assist gcnerally or in the :
reconstruction of North Vietnam?

App. § 112. Will any of the funds No.
appropriated or local currencies generated

as a result of AID assistance be used for
support of police or prison construction

and administration in South Vietnam or for
support of police training of South
Vietnamese?

App. 5 604. Will any of the funds appropriated
for this project be used to furnish petroleum
fuels produced in the continental United States

to Southeast Asia for use by non-U.S. nationals?

No.





