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EXECUTIVE SUMMARY 

1. ill£2.duction 

The Development Decentralization I activity is being 
executed by the I)rganization for Reconstruction and 
Development of the Egyptian Village (ORDEV) in the 
Ministry of Local Government and is provided technical 
assistance by Checchi & Co. of Washington, D.C. The 
project is managed by the Office of Local Administra­
tion Development of the U.s. Agency for International 
Development, Cairo. 

USAID asked the team to perform a mid-project evalua­
tion focusing on project outputs, purposes and goals, 
as stated in the Project Paper, and also to provide 
guidance for the continuation of similar activities 
in Phase II of Decentralization Sector Support. 

The project purpose is to strengthen the financial 
viability and development capability of Local Units 
through enhancing the autonomous revenues of ~ocal. 
Popular Councils. 

the goal is to· promote decentralization by reinforcing 
and strengthening local government. 

2. OUtputs/Indicators 

DDI has successfully provided .the.outputs specified in 
the Project Paper in terms of: 

- more loans ·made than planned: 
- ~ore people trained than planned; 
- jobs created; 
- increased produc:~ti vi ty. 

Additionally, LDF loans have: 
- provided considerable goods and services in villages: 
- aided in the development and expression of entre-

preneurial ability among the public and private 
sectors of participating villages: 
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- catalyzed prlvate secitor initiatives through 
demonstration of succl~ssf.ul projects; 

- brought about change i.n OROEV' s economic 
development strategy, shifting attention from 
grants to loans. 

3. ~!rview of LOF 

Findirlos as of November 30, 1 ill: 

Portfolio: The LOF portfolio is composed of 
491 loans valued at approximately LE 10 million. 
Although the portfolio is diversified in various 
areas of activities, 88~ of it is invested i~ 
poultry, livestock and transportation projects, 
as these activities have high market demand. 

- Flow of credit was slow in the first two years 
of the project as the ne .... ' development concept 
'Was publicized among Local Units. The project 
gained momentum in mid-1982. Forty percent of 
the loan funds were disbursed in 1983. 

Financial viability: LDJ:' as an institution is 
viable and is generating approximately LE 200,000 
per year in net profits. If all current costs 
borne by ORDEV and the te'c:hnical assistance con­
tractor for local staff and support services were 
borne by LOF it still would be able to net 
LE 100,000 per year for capitalization. 

- Decentralization: It is apparent that decen­
tralization is the key to t~xpansion and 
acceleration' of LOF financed rural development 
activities. The current plan is to create LOF 
branches in such governorates as h,ave demonstrated 
capability of managing such an institution. This 
'Would leave LDF central offices 'lJith the burden 
of servicing all other governorates, in addition 
to monitoring the newly created branches for a 
considerable period into the future. 

It is proposed that decentralization be effected 
through a combination of governorate branches 
and regional branches serving a group of gover­
norates. Chairmanship of regional branches would 
rotate between governorates. 

Should this proposal be accepted, the LOF head 
office would become coordincltQr, monitor, and 
policy maker for the total i~ffort .. 
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- Advisors' counterparts: Counterpart staff 
were not ass.igned to the technical assistance 
advisors on a permanent basis. Thus, technology 
'·I;ransfer. from advisor to c:ounteI"part is at best 
inieermi ttent. 

- Alternative channels of credit: The LDF has 
pr·oven its capability of providing a low 
irAterest line of credit for development proj ects 
cc)upled wi th needed technical assistance and 
training. It would be counterproduct.ive to 
change such a vehicle at this stage of its de­
velopment. In addition, the LDF has gained 
clLcceptance and credibility from Local Units 
"'hich might be difficult to transfer to a 
banking institution~ 

- l?roject impact: The project in most cases has 
4!xceeded its output indicators, but it is still 
4!!arly to measure accurately the true impact of 
the DDl effort on project goal and purpose. The 
:t'eal effects and impacts on rural corrununi ties 
Inay more effectively be measured quantitatively 
iillld qualitatively two or three years henceforth. 

~~lthough the number of loans made as of November 
:~O, 1983 reached 491, only 390 Local Units were 
:Lnvolved out of a total of 835 Units. The majority 
clf those reached have received one loan for one 
l~roject. It is hoped that through decentraliza-
1:ion of the LDF a greater number of Local Units 
c::an partiCipate and that exist.ing successful 
"pilot" projects can be expanded. 

In most projects visited by the team, output 
,prod\1ction ,of commodities and services , including 
private sector outputs, were well below market 
demand. In no instance did we find the Local Unit 
projects hindering the development or expansion 
of private sector activities. On the contrary 
such projects enhanced private sector activity. 

- Technical assistance: The U.S.' technical assis­
tance team has had and continues tohav~ a high 
degree of effectiveness in the developm~nt of 
LDF as a viable institution that is su.c~assfully 
launching the program to\'/ard its goal and purpose 
attainment. 
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Recommendations 

a. OROEV and USAIO should consider decentralization 
of the LDP through the creation of regional 
branches serving a number of governorates accor­
ding to geographical situation, as well as single­
governorate branches. Chairmanship of the 
regional branches may be rot.ated bet\·reen gover­
norates. (Other alternatives to avoid governorate 
favoritism or to solve jurisdiction problems may 
be considered, such as retaining the chairmanship 
position with an OROEV central reprc;isentative.) 

b. In order for the decentralization effort to succeed, 
it is proposed that at the conclusion of the current 
phase of the project and the exhaustion of availablp. 
funds, the GOE and USAIn consider additional capi­
talization of the LOF's loan funds by an amount of 
$15-20 million to be used by the LOF in reaching 
a wider range of Local Units, and to expand existing 
successful projects to meet a greater portion of 
market demand. The infusion of additional funds 
would accelerate the pace of rural development, 
particularly in areas not yet partiCipating in 
the program. 

c. Foreign technical assistance may be needed, at a 
level to be determined by GOE and USAID, to insure 
a sound decentralization transition and institution 
building in LOF branches. The next 18 to 24 months 
will be crucial to the establishment and expansion 
of LOF activities. Vlithout sound and capable field 
institutionalization the total effort may be 
jeopardized. 

d. A post-Phase I impact evaluation should be con­
ducted two to three years from now. 

~. ORDEV should assign permanent counterparts to the 
technical assistance advisory team. 

4. Training 

Findings 

- The concept and objectives of the LOF are strongly 
supported at all levels of government in Egypt and 
to a very great extent the objectives are being 
realized. Training progI'ams conducted in Egypt have 
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directly contributed to achieving LDF objectives 
by helping to ~stablish a basic capability within 
ORDEV and the governorates to operate the LOF and 
to introduce the LOF to village councils. 

- The OROEV/LOF training office has achieved in a 
short period of time very impressive results, 
particularly in terms of numbers of local govern­
ment personnel attending training courses. The 
original five-year targets already have been 
exceeded. 

- Thus far, the empha~is of OROEV/LOF training has 
been on introducing the LOF to village councils 
and training village, markaz and governorate 
personnel in financial record keeping and technical 
skills for specific types o~ projects. This tr~in­
ing appears to have contributed to an increase in 
the number of LD:' loan applications, more complete 
information provided on applications, an increase 
in the number of "non-typical" projects submitted 
for financing, and the transfer/adaptation of 
successful projects among the governorates. 

Recolmnendations 

B. With increased awareness now of LOF within the 
rural governorates, and increased understanding of 
project performance, OROEV/LOF should give greater 
attention to being more selective in the types of 
training offered, and more focused in the objecti-ves 
of training. Fewer courses should be offered, with 
more narrowly defined objectives. Participants 
should be more carefully chosen by the governorates 
according to specific criteria developed by ORDEV/LDF. 

b. A reduction in the level of ORDEV/LDF training 
effort should be accompanied by continued efforts 
to improve the quality of training. Greater emphasis 
should be qiven to assessing training needs, de­
veloping simplified and practical training materials, 
involving a wider selection of trainers/instntctors 
(particularly those with field experience), and 
developing the means to monitor the impact of 
training upor: LOF proj ect performance. 

c. OROEV has made significant progress toward completing 
the physical facilities of the Sakkara Training 
Center and the first the first st,age is now scheduled 
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· to begin in March/April 1984. Advisory committees 
have recently been formed to advise OROEV on the 
operation/man~'Jement and training/res.earch facili­
tics. If the goals set for~h for this center can 
be realized, this institution ~rill make an important 
contribution to local government in Egypt. The 
effectiveness of the center's activities, however, 
will be largely determined by the plans that ORDEV 
is now attempting to formulate. USAID should 
cons1der.committing itself to assisting iq this 
initial planning work by providing short-term 
consultants as requested by ORDEV to develop issues 
papers and .... ecorrunendations for the operation and 
management of the center and the development of 
policies and procedures for training and research 
programs • 

5. Financial Analysis 

The main findings of the financial analysis based upon 
an examination of 28 cases are as follows. 

- The principal objective of visited village projects 
was to increase the supply of basic goods and ser­
vices at lower than market 'prices rather than to 
maximize profits. 

- On average, sampled projects were profitable and 
generati!'lg a 19 per cent return on their capital 
investment, exceeding expectat.ions. 

This average camouflages a large variance in the 
performance of sampled projects; a few were per­
forming exceptionally well, most were providing 
a good return.while a few were yielding low returns 
or were unprofitable. 

- Forty per cent (9 out of 22) of sampled projects 
cannot afford to cover their debt repayment from 
cash earned during the year. Visited projects used 
retained earnings, or borrowed interest-free funds 
from the governorate, the village service account 
or other village projects to cover their LDF debt 
repayment. Only one visited project was delinquent 
on loan repayment. 

- The breakeven price required to enable projects 
to cover their cash expenses (including currently 
subsidized salary expenses) was significantly 
lower than the market price. RaiSing prices of 
LOF goods and services would improve the financial 
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viability of many visited projects and still 
allow them to meet their objective of charQinQ 
less than market prices. 

- Profits were distributed to employees and pru­
dently reinvested in the enterprise rather than 
disbursed to villaqe service accounts. 

- LOF village projects have significantly stimulated 
replication efforts by local private sector entre­
preneurs. Since the deamnd for most village­
produced goods. far exceeds the current local 
supply, the lo\orer prices of village products have 
not constrained the qrowth of private ~ector ac­
tivities. 

- LOF is providing an extremely useful training 
experience for public sector employees to think 
in terms of private sector investments that yield 
a return rather than resource distribution. 

The recommendations that are based upon t.hese findings 
include: 

a. increasing the amount and depth of follnw-up of 
projects by LOF staff: 

b. improving the quality of feasibility studies 
performeCl on prospective LOF borrowers' proj'ect 
loan applications to include simple sensitivity 
and breakeven analyses; 

c. maintaining current LOF loan terms and conditions 
(interest rate, repayment period and grace period 
policies) since a high proportion of sampled 
projects could not support higher 'charges (prices 
and/or sales of village products would have to be 
increased before they could bear hiqher costs) 

d. conducting a comprehensive analysis of the ability 
of LOF projects to cover their debt repayment 
followed by a GOE policy dialogue if this is an 
extensive problem; . 

e. conducting an in-depth analysis of the breakeven 
price required by LOF projects with a subsequent 
discussion on how prices can be set that improve 
the financial viability of LOF projects while 
still achieving their social goals; 
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f. continuing the current LDF village practice of 
reinvesting their profits in the enterprise 
rather distributing them to the village special 
account until loan repayment is completed and 
projects are financially viable; 

g. developing a standard simplified format for a 
profit and loss account and balance sheet that 
can be prepared from e~isting financial records; 

h. training local accountants to prepare these 
standard financial statements and managers how 
to interpret them so that they may be used as a 
·managern~nt tool. 

6. Institutional and Rural Community Development 

Summary of Findings 

- The mo~ t important impact of DOl Up,~1~1 ORDF:V 
policy and operations is the utilization of 
loans rather than grants to fund economic 
(income-generating) projects. This has brought 
about a fundamental change in the way ORDEV 
views the developmental process in the vill~ges, 
i.e., that certain types of development projects 
should pay for themselves. Government employees 
and villagers are now developing the capacity to 
operate economic projects on a commercial basis. 

- A second impact upon ORDEV operations is the use 
of LDF loans to experiment with various new 
types of private sector involvement and new tech­
nology in income-generating projects. DDI's 
provision of greater funds has allowed ORDEV to 
broaden its approach in these projects. 

- LDF loans are providing impetus to decentralization 
of authority from the governorates to the villages 
111 two respects: 

- loans are available only to Local Units, and 
they are exercising much more influence over 
selection and operation of village projects 
than bC!fore; 

- loans tend to be larger than ORDEV grants and 
this is allowing some projects to reach a size 
having greater economic impact upon the gover­
norates. 
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- Village leaders are taking a more prudent 
approach toward the loan projects as contrasted 
with the grant projects. They are reinvesting 
returns from U)F projects b~ck into the projects 
rather than spend.inc; the ret.rns on village social 
projects. 

- The LDF-funded projects have resulted in a con­
siderable number of "spin-off" projects, both 
by the private sector and by other Local Units. 
These proj ects are prov:i.ding addi tional income­
generating activities in the villages. 

- Five principal factors were found to impact upon 
the overall viability of the LOF-funded projects: 

-·pre-existing managerial and entrepreneurial 
talent: 

- local market demand for the products and 
services provided: 

- assistance from local village development 
:ceprt,senta.ti ves : 

- maxi:I.'!.~Tt\ political flexi'bility for local 
initiatives; 

- equity contribution to the project by villagers. 
~ecommendi:ltions 

a. The L~F should provide more on-going monitoring 
and evaluat.ion of the lo.:m projects so thclt res­
ponsive tech~ical assi5tan~e can be given to the 
Local Units. 

b. The LOF sho'-1ld re-ana~.yz~ the roles and responsi­
bilities of the LOF .representatives vis-a··vis the 
village development r~~r~se • ."tati :..res (,'DR) in the 

t
decentrali.Zation of LLF opp.rations.. ThOU. 9ht. should 
be given to establishing a line authority :r.elation­
ship between the LOF central office and at least 
some of the VORis in the field. 

c. 'l'bo LDF should be encouraged to do mc.l.~·e experimen­
tat1..:-n with private sector involvement. in villaqe 
projects. However, before 9roceedir.9 in this 
direct.ion ~ several critical questions rieed to be. 
addressed by ORD~J/LDF and USAID in orcl~r to 
c:larify exactly what type~ of private sect~r 
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involvement are appropriate for LDF loan 
activities and what potential problems may 
arise using this approach. 
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DEVELOPMENT DECENTRALIZATION I 

MID-PROJECT EVALUATION 

DECEMBER·· 1983 



INTRO&)utTION 

1. General 

This report presents a mid-term evaluation of the 
u.s. Agency for International Development (U5AIO) 
project for support of the Government of Egypt's 
decentralization plans for development of rural 
communities in Egypt. 

The evaluatioa addresses U5AIO an'd GOE involvement 
in the activities of the Local Development Fund (LOF) 
as a part of the decentralization development effort. 
The project aims to increase the autonomous revenues of 
village councils throughout Egypt in order to 
develop local administrations. This is to be achieved 
by making available to Local Village Units a low­
inter.est line of credit to be used in initiating 
profit making projects within their rural communities. 
It is hoped that the success of such projects would 
act as a catalyst in encouraging the private sector 
to duplicate and expand the activities to meet public 
demand, thus generating job opportunities, raising 
levels of income, and reducing the trend of migration 
from rural to urban areas. 

This evaluation was carried out in a collaborative 
mode by all members of the team: 

Maurice N. Samaan, Team Lead~r (Ronco Consulting 
Corporation, Washington, D.C.) 

Susan Goldmark, Small Scale Enterprise (Development 
Alternatives Inc., Washington, D.C.) 

John P. Hannah, T~aining (Development Alternatives 
Inc., Washington, D.C.) 

Stephe~ C. Silcox, Institutional and Community 
Development Cons~ltant (PSC/USAID, 
C~ro) 

Salah Ahdel Razek, Local Government (U5A!D/CQiro) 

Mary DU:rlgan Megall!, Editor/Administrative Assistant 
(P5C tTSAID/~airo) 
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Althouoh the evaluation of DOl was a·team effort, 
distribution of tasks was as follows~ 

The Team Leader and the small scale enterprise 
specialist collaboratted closely in reviewing and 
analyzing Local Unit projects and financial records. 
The training specialist addressed all training 
matters. The Institutional and Corrununity Development 
specialist addressed economic and social impacts of 
DOl on government policy and of village projects on 
rural corrununities. The local government specialist 
performed as a resource person on all matters per­
taining to the infrc'lstructure of local government. 
The administrative assistance coordinated logistical 
support needs and edited and typed the evaluation 
materials •. 

!. Objectives and Methodology 

The evaluation was performed over a perioJ of 24 
workdays and was divided into the following stages: 

Nov. 20-25: t-leetings with USAlD, ORDEV and LDF 
officials. Briefings and review of 
project documentation 

Nov. 26- Field visits to seven governorates and 
Dec. 5 21 Local Units. Review of actual projects 

in operation, analysis of financial records 
and interviews with pertinent officials. ~ 

Dec. 6-11 Evaluation in Cairo at ORDEV/LDF offices 
and Sakkara Training Center 

Dec. 11-13 

Dec. 14-18 

Examination and analys~s of an expanded. 
sample of projects with available data 
in LDF records and USAID-sponsored case 
studies 

Or~it rep~rt 

Oebriefings and discussions with all 
concerned (USAID, ORDEV/LDF) 

Within the above framework. the evaluation tasks were 
distributed among the team members based on expertise 
and responsibilities. 

*See Appendix A, Surrunary of Site Visits 
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iThe principal method of the evaluation was to 
guage project impact and to determine whether 
o~ not targeted objectives were attained or 
~re attainable within the ~emainin9 perioq 
flf the project. 

In this evaluation great emphasis was placed on 
the financial analysis of projects and a review 
of financial records to determine whether or not 
such projects are viable or have the potential 
of becoming viable over the next two years. 

The evalua'tion team kept in mind a basic concept 
(supported by past evaluations and project docu­
mentation) that the first two years of a project 
were a "breaking ground" period of setting up the 
project, educating Local Village Units, and 
promoting the idea of developing rural communities 
through the initiation of income-producing projects 
implemented on a commercial basis anc financed 
through borrowed capital rather than by a purely 
"government" effort of fund allocation for village 
development, be it for income generation or com­
munity services. 

The selection criteria of sites to be visited by 
the teanl was based on'geographic distribution, 
type of economic activity, age of loan/project, and 
travel distance (due to time constraints). 

Selected projects were visited by the whole team 
(Soal, Tel El,Kebir, Fanara) or in groups of the 
two financial specialists and the other, the 
training and community development specialists. 
Financial analysis of records was made in twelve 
project sites, but data 'was obtainable only in ten. 
The Summary of Site Visits is attached as Appendix 
A. 
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I PROJECT BACKG~OUND 

'1. The Decentralization Sector 

The Decentralization Sector Support Agreement between 
the Government of t~ United States and the Government 
of Egypt was signed on August 29, 1983. The Agreement 
consolidated five USAIO decentralization projects into 
one program that se~ks to assist the GOE in establishing 
institutional capacity to plan, budget, and administer 
local development. The five activities in the current 
program are: 

Development Dece!'ltralization I (DDI/LDF) i 
Basic Village Services (BVS); 
Provincial Cities Development (PCD) i 
Decentralization Support Fund (DSF), and 
Neighborhood Urban Services (NUS). 

2.. Development Decentralization I/Local Development .!J!!ld CLDF) 

The Development Decentralization I program was the eirst 
of a group of USAID-funded programs designed to assist 
the GOE's decentralization efforts. The goals of the 
project parallel Egypt's goals of decentralization and 
economic and social development in rural areas, by 
financing income-generating projects chosen by the 
Village Local Unit Popular Councils. 

The framework of the DOl program can be traced to the 
early 1970's, when the GOE passed a number of lalls \</hich 
increaf.ed the participatory role of local government 
units. In 1973, the Organization for Reconstruction and 
Development of the Egyptian Village (ORD~~), was created 
within the Ministry of Local Government and was charged 
with implementing the GOE's program of economic and social. 
development of rural villages. In 1975, Public Law 52 
provided for a popularly elected council for each unit 
of local government and executive heads (local cidntinis­
trators) to act as chairmen of executive councils made 
up of representatives of ministries functioning in the 
local units of government.. The objective was tel streng­
then the decision-making ability and administrative 
autonomy of l.ocal units in Egyptian villages, thus 
promoting government decentralization. 
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3. Organiztion of the LOF 

The Local Development Fund is administered by ORDEV 
(see Appendix I-I). It makes loans for productive 
village projects to Village Popular Councils in 20 
non-urban governorates in Egypt. L~ans of LE 6000' to 
LE 210,000 have been made for poultry snd egg produc­
tion, cattle and sheep fa.ttening, aquacult.ure, api­
culture, agricultural machinery, food processing, 
transportation, and small enterprises. 

The Fund is governed by a twelve-memher Board of 
Directors whose Chairman is the Undersecretary of 
State and Chairman of ORDEV. The Board also includes 
the ORDEV General Manager' for Administrative and 
Financial Affairs, six appointed representatives of 
various levels of local government (two secretaries­
general of governorates, two chairmen of district 
councils, and two chairmen of village councils, with 
broad geographical distribution), and two ORDEV 
government representatives. 

The Chairman of the LDF Loan C·OnuiU ttee is the LDF 
General Director and Office r-1anager, and three members 
of the Loan Committee are ORDEV department General 
Directors, appointed to the Loan Committee by the 
Board of Directors. The LO&1 Committee reviews all 
applications a.nd has the power to approve loans up 
to LE 25,000. Loans above this amount must be approved 
by' the Board of Directors. 

4., LOP Funding ~n,d Technical Assistance 

The LDF is funded by GOE and USAID. USAIO made a grant 
of $2~.2 million, whi16 the GOE has provided LE 4.4 
million. Since the first loans were made in March 1980, 
the LDF has made approximately 500 loans totalling 
approximately LE 10 million. 

The LDF program b~gan in May 1978 with the institution 
'of the Development Decentralization I program through 
a USAID grant of $26.2 million divided as follows: 

$18.6 million, capitalization of loans through LDF 
$ 3.3 million, technical assistance 
$ 3.0 million, training 
$ 0.8 million, commodities 
$ 0~5 million, evaluation, research and contingencies 
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As of October 30, 1983 total expenditures were $18.9 
million (see Appendix 1-2). A balance of $4.6 
million is available for obligation towards loan 
fund capitalization within the lifetime of the currer.t 
project, which ends on September 30, 1985. 

The DOl project provides for technical assistance to 
ORDEV in all aspects of building and managing the LDF 
as a lending institution. An American consulting 
firm, Checchi & Co., under contract with USAID, ha5 
brought a team of American and Egyptian experts who 
work side by side with ORDEV!LDF in designing the LDF 
program, establishing LDF lending policies and proce­
dures, assisting villages in the design and management 
of productive enterprises, and organizing and managing 
financial and record-keeping systems. 

During the life of the project, various specialists 
furnished by the contractor have worked directly \.,ri th 
ORDEV!LDF personnel responsible for specific technical 
areas. They include experts in poultry and egg produc­
tion, animal production, aquaculture, apiculture, small 
enterprises, training, computer systems, and accounting. 
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II OUTPUTS/INDICATORS 

Appendix !I-l shows an extract from the Development 
Decentralization I Project Paper on Details of Outputs 
and Indicators. The following findings reflect 
achievements in terms of these outputs/indicators. 

1. By Noven~er 30, 1983 over 750 loan applications 
had been received, of which 491 were approved 
,and loans disbursed. It is estimated that at 
least 300 new applications a year will flo'-I into 
the LDF office as the decentralization process 
goes into effect. 

2. The first LDF loans were made in March 1980. 
During calendar year 1980, 103 loans were made; 
during 1981, 115 loans were made: during 1982, 
91 loans were made. The total for the first 
three years was 309 loans. As of November 30, 
1983 a total of 183 loans had been appr9ved and 
processed during calendar year 1983. Thus, we 
estimate that a total of at least 200 loans will 
have been added in· calendar year 1983 and the 
LDF will enter 1984 with over 500 loans in its 
portfolio. (See Appendix II-2.) 

3. 'rhe LDF loans include projects in eight major 
areas of activity: poultry, animal production, 
aquaculture, apiculture, agricultural equipment, 
food processing, transportation, and small scale 
enterprises. The poultry and transportation 
projects make' up about 75 per cent of the portfolio 
in terms of·monies loaned. Based on a sample of 
28 projects, the average return on the total 
capital investment is 19 pe~ cent, with a wide 
range from loss to 64 per cent profit (the ratio 
of net profit to total investment loan plus Local 
Unit participation). If return is calculated on 
the Local Unit's investment alone, the average 
return on investment is 8 per cent (see detailed 
Financial Analysis). 

The income generated by these fledgling projects 
is for the most part reinvested in the projects 
and :this, in our opinion, is the way it should be •. 
When these proj ects have paid off their loans· and 
have matured, we look for profits being returned 
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. to the village special services and development 
accounts for use in non-income producinq 
community services. 

4. As of October 31, 1983 loan payments d~~inquencies 
of over two payment periods (six months) were 
running in the order of one half of one per cent 
of the total loan value of the 476 loans then in 
the LOF portfolio, with delayed payments totalling 
LE 42,702. The number of projects with delayed 
payments of over two quarters was less than 2 per 
cent of total loans or 9 loans (as of Oct. 31, 1983). 

If all projects with delayed payments are taken 
into consideration, they represent 17 per cent of 
total loans clnd 21 per cent of total value. ~'le 

, understand that delayed payments of up to two 
quarterly payments are due to repayment processing 
time and geographical distance between the Local 
Unit and LOF in Cairo. Decentralization of LDF 
should help to resolve this problem. 

5. Starting in the fall of 1979 village council 
personnel were trained in how to design and sub­
mdt loan requests. Subsequently, innumerable 
training courses have been offered (see Training) • 
Technical assistance is still being offered by LDF 
and ORDEV field representatives but future training 
needs as well as the level of training activities 
need further investigation. 

6. The Project Paper envisaged a total of $5,000,000 
would be l'oaned out over the five-year life of the 
project. This amount was subsequently increaseQ 
to $18,000,000. This equates with approximately 
LE 13.7 million (Egyptian Pounds), of which approxi­
mately LE 10,000,000 have alread1r been loaned out. 
The LOF has far exceeded the $250,000 quarterly 
target and loans are now being made in a timely 
fashion. 

7. The Project Paper expected the Sakkara Training 
Center to be in operation in 1979. It is now hoped 
that the Center will be open in March/April of 1984. 
Nonetheless, 5700 persons have been trained in four 
years as compared to the Project Paper plan of 
3000 in five years. 

8. Evaluation and monitoring systems were developed 
during the first year of the project. However, 
much has to be don~ in the drea of follow-up. 
ORDEV Chairman Labib has personally encouraged the 
Governorates to address this all-important issue. 
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9. Eighty-three relevant ORDEV/LDF staff have been 
trained abroad under the Bluegrass Program. 
T~irty-six village Head Executive Officers, ORDEV 
and other local governmeqt officials have parti~ 
cipated in training programs in the Philippines. 
Two LDF officials are cur.rontly in the u.s. on 
Peace Fellowships. The foregoing programs are 
all responsive to the Project Paper Outputs/Indi­
cators. 

10. For the past four and a half years the Checchi Co. 
technical assi~tance team has worked very closely 
wi~}-; the LOP General Director, LDF Loan Corrunittee, 
and LOF Board of Oirectors~ Checchi partiCipation 
in formal meetings is gradually phasing out but 
team members still pa.rticipate on an ~ .h2.£ basis. 

Purpose ~nd Goal Attainme~~ 

The Proj ect Paper states: "The purpose of the project 
is to strengthen the financial viability and development 
capability of selected Village Councils." 

Three hundred loans were to have been made in five years. 
By the end of calendar year 1983 over 500 loans will 
have been booked in four and a half yern. 'rhe majority 
of the projects are profit making enterprises, though a 
great number of them have not as yet reached sound fi­
nancial viability. 

The Proj ect Paper states: "'rhe goal of the proj ect is 
to promote decentralization through enhancing the auton-

. omous revl=!l'lues of ,village Councils." 

By making 500 loans the LDF has laid the foundation 
for increasing the funds available for disl.:;;:"etionary 
spending by the village councils. In addition, the 
loans have demonstrated to Local Units the benefits 
attainable from income-producinq projects implemented 
in a "commercial" fashion. 

As such, they have also· aroused the private sector's 
interest and stimulated its initiative in.entering the 
market place as a competitor. The philosophy, "If a 
Qovernment-run project [traditionally viewed as less 
efficient] can succeed and produce profits, I can do 
better ll

, was the catalyst in encouraging the local 
private s~~tor to imitate such projects, using modern 
technology demonstrated in the Local Unit project (e.g., 
feed formulas, veterinary care, preventive practices, 
etc.). This was supported by our finding private sector 
projects, often in smaller scale, in almost all Local 
Units visited. 
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T1Lrough interviews with Local Unit officials and 
individuals, the above observations were repeat~dly 
confirmed. In addition, some villagers stated that 
they would have no reason to migrate to urban areas 
if they could make a decent living in the village. 
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III OVERVIEW OF LDF 

1. Por€fo1iq 

As of November 30, 1983 the LDF loan portfolio 
consisted of the following project loans: 

173 loans valued at LE 4,182,000 ($5,020.408) 
for poultry projects; 

51 loans valued at LE 1,284,000 ($1,54l,417) 
for livestock projects; 

214 loans valued at LE 3,218,825 ($3,864,136) 
for transportation projects; 

8 loans valued at LE 206,925 ($248, 410) 
for small agricultural industries, food processing; 

10 loans valued at LE 188,000 ($225,690) 
for agricultural equipment; 

6 loans valued at LE 108,500 ($130,250) 
for fishfarming; 

9 loans valued at LE 60,500 ($72,630) 
for apiculture, and 

-
20 loans valued at LE 643,500 ($772,510) 

for~ ~arious small enterprises. 

The rate of $:LE exchange has :luctuated over the 
project period. The rate used above (US$=LE.833) was 
used for simplification to show magnitude. The total 
US$ equivalent committed to loans is 14 million. (For 
a detailed breakdown by governorate, see Appendix III-l.) 

Loans approved ~ach calendar year since the beginning 
of LDF lending activity are as follows: 

1980 
1981 
1982 
1983 

Total: 

103 
115 

91 
182 

491 

LE.1,832,SOO 
LE 2, 00 7 , 250 
LE 1,971,550 
LE 4,089,951 (to Nov. 30, 1983) 

LE 9,892,251 
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- provide, within available resourC6S, needed 
techr:.~\cal assistance to Local Units, and 

- pr.ovide monthly reports on all activities to 
th~ LOF head office, as well as quarterly 
financial reports, annual profit and loss 
accounts, and balance sheets for each project. 

The LDl-" Head Office ,,,ould be expected to be principally 
involved in coordinating the total LDF/decentralization 
effort, offering ihe following services: 

- policy se'tting and liaison with central government, 
reviewing all LOF regulations (e.g., setting rate 
of interest) based on national economic policies 
in matters concerning LOF; 

- providing high caliber technical assistance to 
all branch offices; 

- monitori,ng all LDF activities through computerized 
data on all loans administered by LDF branches: 

- assisting all LOF branches in sound institutional 
development and continuous upgrading of capabilities. 

Based on the assumption that USAIO and the GOE accept 
the concept of accelerated LDF decentralization through 
creation of regional and governorate LDF branches, the 
LOF \o[ould become an overall policy-making body, coordi­
nator, and monitor of all projects. 

As decentralization progresses I it is expected that a 
rapid acceleration of credit dem~nd will occur. The 
delegation' of authority (within limits) to LDF branches 
should reduce the time lag in loan application, approval, 
and disbursement. It should also provide a much better 
mechanism for follow-up on projects. 

The above assumptions are based upon the following 
principles, in the DDI Egyptian context. 

Proximity of an LOF branch (regional or governorate) 
to end-users (Local Units) facilitates easy access 
end communication: 

The presence of a task force at the branch level 
means rapid analysis and feasibility studies of 
a limited number of projects: 

- Familiarity with the area of the'branch's juris­
diction means sounder knowledge and inforrnaiton 



on factors such as supply/demand mQ.~kets, 
availability of raw materials, ec~nom!c and 
social (.eeds, etc. Bral"\ch staff wo"lld ~~ in 
a favorable position to rc!\ch ne\of Loc~l Un1 ts 
and stimulate interest ~n imitating suc;~essful 
projects already operatin9 \n the area. 

- Technical assistance availabll3 t.o ~h~ LDr' branch 
would facilitate project trouble-shoo~ing and 
also help provide effective training tailor.ed 
to local needs. 

The mh:~d sample of projects examined reflects a 
return on initial total investment (loan plus Local 
Unit contribution) of approximately 19 per cent, with 
a wide range of variance. 

The program's intention is that net profits generated 
in village projects will be depOSited in the Local 
Unit's "Services and Development. Account" to be used 
to finance needed services and improvements in the 
villages. The overriding objective is to strengthen 
the Local Units by increasing the fundc available for 
discr~tionary spending on local development projects. 

Because such use of generated profits was not mandatory 
in the extension of credit to Local Units, very few 
have used profit surpluses in financing small scale 
community servi.ce projects. The majur:ity of Local Unit 
loan recipients deposit such profit.:; in the Spm::i~l 
Account fo1.· Services and Development, and then rein­
vest the same amounts back into projects. 

It is our view that generated profits should be rein­
vested in the village projects. l~e do notbeli.eve 
that utilizing gen~rated profits in non-income producing 
corrununi ty services ~·:i.l1 enhance the contiilued dl-:!,'elop­
ment of the basic concept of income g~nerating projects; 
it WOUld, on the contrary, be detrimentt;11 in the sense 
that the Local Unit will always look. to a 'ILo~al 

Development Fund" for refinancing of a project at it.s 
conclusion, instead of capitalizing its profits to 
substi tute for' such future needs. 

In addition, sample results indicat.e that some vilJage 
projects have difficulty repaying loans from operating 
surpluses and it would thus defeat the purpose to USE 
any portion of such surpl;,.1ses in et.her, community ser­
vices, projects. Once a prct~ct in ~~fin£.~$~ fT.-",!}! . 
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.'t present, I~ost Local iJrdts are still dependent 
on their governorate's lirn1t.~d ~!loc;at:.ion of 
funds from public spending budgets to initiate 
J'ieedc~ cornmunitt projects (i.e., schoc.,ls, health 
un! t~., drainage, road~; farm implement~, car­
pentl:Y ' .. Nrkshops, etc.). 

4~ Financial Overview of r.DF 
... _--- .- ~-~---

LDF's financial statements as of June 30, 1983 
(App~ndix 1-2 ) portray a soundly managed organi­
zation. >:rh€~y show accumnlated" nctr'lurpluses 
(including capitalized surplus) of LE 558,795 
(approx. $6 7l, 000) of which approxiniately 40 per 
ce~t was realized during FY 1982/83. 

At !,"ces~nt I part tit LDF' s expenses are defrayed 
directly by ORDEV and part by the te.-chnica1 
assi£ltcmce !-::ontractor. Such expenses are repre­
sented prinmrLly by salaries of LDF staff members 
and logistical s~ppcrt. 

Should \-Ie assume that all expenses ':."ere to be 
charged to the LDF" s o~..,n account, it is anticipated 
that LDP would still net ~pproximately LE 10~,OOO 
per year (under its current level of staffing and 
structure). The estimated additional expenses now 
born~'by others are: 

LE 50,000, charged under the technical assis­
tance contract for local staff and 
logistical support: 

LE 30,000, absorbed by ORDEV's own budget: 
LE 10,000, additional funds needed for .field 

travel and subsistence 

LE 90:000 

I~ is expected that "LOF, from now on, will generate 
a net surplus of approximately LE 200,000 per yearo 
Thus, if the above expenses are charged directly to 
the LDF operating budget, it should still be able 
to realize a net surplus for capitalization of 
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loans of at least LE 100,000 per year. However, 
its capacity to widen the range of Local Units 
reached and to develop multiple projects in 
each will be limited by the amount of available 
capital for lendin9. In addition, the real value 
of the loan portfolio will be reduced as it is 
affected by the 9ap between interest charges and 
infla.tion rate. 

- Assuming that the LDF decentralization progresses 
as proposed and that additional funds are made 
available for loans, it is recommended that fur­
ther studies be made to determine the .costs of 
LDF branches, the new magnitude of credit demand 
by Local Units, and projected income generated 
from loan interest. Such studies will determine 
the viability elf the new LOF branches with or 
without government subsidization of its task force. 

5. Repayment Status of LOF Projects 

- Appendix III-l presents a detailed analysis of 
all loans made by LDF, by governorate. as of 
November 30, 1983. Appendix III-2 shows the 
status of loans repayment as of October 31, 1983. 
Delayed payments, aged by quarter (one payment), 
shows that of 476 loans: 

50 were delayed one payment; 
20 were dealyed two payments; 

1 was delayed three payments; 
6 were delayed four payments, and 
2 were delayed five payments. 

- An earlier analysis sho".,ed that as of April 30, 
1983, of a total of 309 loans, 48 were delayed 
one payment, 12 were delayed two payments, and 
9 were delayed over two payments. 

- The above comparison substantiates the explanation 
given by LOF officials regarding loan payments 
delayed by two quarters. They do not consider a 
two-q~arter (six months) delay as serious, as it 
is consistently due to the time lag in processing 
repayment checks coupled with the geographic dis­
tance between Local Unit/markaz/gcvernorate/LOF 
office in Cairo. In both periods examined, the 
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number of loan payments in arrears by over two 
quarters were a mere 9 loans. In the later 
analysis (October 31, 1983) these 9 loans repre­
sented 1.89 per cent of the total number of loans, 
and 0.5 per cent of total loans value. 

- With regard to the total loans number, loans in 
arrears represent 17 per cent of total number and 
21 ,per cent of the tct:al value. We do not see 
this as alarming, as the loans in arrears by over 
two payment periods have not increased in number. 

- Dec,mtralization of LOF is expected to improve 
if not to eliminate payment delays of up to two 
quarterly payments. 

6. Alternative Channels of Credit 

- The issue of channeling ·credit to village projects 
through a development or commercial bank rather 
than through LOF '-las brought to our attention for 
comment. It is our op~nion that such an alterna­
tive is not feasible at this stage due to the 
following factors: 

- LOF has proved its capability of executing 
the program successfully. It succeeded in 
two years in setting up the mechanism, pub­
·licizing the idea in rural communi ties, and 
creating the image of an institution that not 
only offers low cost financing but couples it 
with technical assistance and training. Exis­
ting banks would be very r,eluctant to assume 
:such.a rol~. . 

- LDF does not require collateral, while banking 
insti tutions would insist 'upon it. On the 
other hand, some projects may not be IIbankable" 
and should be termed IIhigher risk ventures" 
despite their potential benefits to the com­
munity. LOF is willing to, take such risks for 
the welfare of the community. 

- Most I~ocal Uni ts have had very lind ted 
experience with banking institutions. 
are reluctant to apply for bank credit 
amenable to approaching a governmental 
tution. 

or no 
They 
but are 
insti-
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7. Advisors' Counterparts 

- Over the period of the technical assistance 
contract, counterpart staff were assigned to 
the Checchi advisors. However, most have 
either been transferred to other activities 
outside LDF or were sent for additional train­
ing outside Egypt. This resulted in "floa.ting" 
counterparts rather than permanent ones. At 
present, ORDEV/LDF local staff act as a group 
of general counterparts. Technology transfer 
from u.s. advisors to local counterparts 
through on-the-job training is a best inter­
mittent. 

8. Proit;!ct ImI~ 

- The project jn most cases has exceeded its 
output indicators, but it is still too early to 
measure accurately the true impact of the DOl 
effort. The redl effects and impacts on rural 
communities may more effectively be measured 
quantitatively and qualitatively after two or 
three years. 

- In view of 'its original objectives DDI/LDF is 
a successful project, in terms of loans made, 
people trained, jobs created, increased produc­
tivity, and in terms of food produced and ser­
vicE'S delivered. Importantly·, it has aided in 
the development of entrepreneurial ability. 

- Local Units ane their Councils, used to the tra­
ditional idea of development through spending 
government allotted funds, have been shown a more 
dynamic tool that elicits their business aware­
ness and provides them a certain degree of autonomy 
in generating funds outside of allottments for 
discretionary use. In addition, successful pro­
jects have acted as a demonstration/catalyst in 
attracting private sector involvement and part­
nership in the development of rural s,reas. 

- Even in instances where a project was not yet 
generating profits, its effects as an educational 
tool and as a spur to private sector inte!:'est in 
the prcfit potential of such projects were obvious. 
Less successful projects also demonstrate hazards 
to be avoided. The result has been the execution 
of similar projects by the private sector. 
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- In short, the DOl project has created in the 
form of the LOF an institution that has con­
tributed much to the development of Egyptian 
vlllages. It will contribute more as the de­
centralization program gathers momentum. 

- Although the number of loans made as of November 
30, 1983 reached 491, only 390 Local Units were 
involved, of a total of 835 Local Units in Egypt. 
The majority of those reached, however, have 
received one loan for one project. . ' 

- In most LOF projects visited by the team, output 
production of commodities and services, including 
private sector outputs, were well below market 
demand. In no instance did we find the Local Unit 
projects hindering the development or expansion 
of the private sector's activities.· On the 
contrary, such proJects enhanced public sector 
involvement. 

- The immediate future potential for expanding 
income-producing enterprises under· the OOI/LOF 
project concept is very encouraging. Given addi­
tional capital for lending, LOF would be capable, 
through decentralization of its operations, of 
doubling its current number of project loans over 
the next two years and to reach the peripheral 
governorates. 

Recommendations 

1. ORDEV and USAIO should consider decentralization 
of the LDF through the creation of regional branches 
serving a number of governorates according to geo­
graphical situation, as well as single-governorate 
branches. Chairmanship of the regional branches 
may be rotated between governorates. (Other alter­
natives to avoid governorate favoritism or to 
solve jurisdiction problems may be considered, 
such as retaining the chairmanship with an OROEV­
central representativ'e.) 

2. In order for the decentralization effort to succeed, 
it is proposed that at the conclusion of the 
current phase of the project and the exhaustion 
of available funds, the GOE and USAID consider 
additional capi,talization of the LOF' s loan funds 
by an amount of $15-20 million to be used by LOF 
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in reaching a wider range of IJocal Units, and 
to expand existing successful projects to meet 
a greater portion of market demand. The infu­
sion of additional funds would accelerate the 
pace of rural development, particularly in areas 
not yet participating in the program. 

3. Foreign technical assistance may be needed, at a 
level to be determined by the GOE and USAID, to 
ensure a sound decentralization transition and 
institution building in LOF branches, as well as 
for charting future development plans for rural 
Egypt. The next 18 to 24 months will be crucial 
to the continued success and expansion of LOF 
activities. Without sound and capable field insti­
tutionalization, the total effort may be jeopar­
dized. 

4. It is strongly recommended that ORDEV take 
immedi:::.'::e steps to assign permanent counterparts 
who can benefit from the U.s. advisors' knowledge 
and experience during the remaining period of 
the project. OROEV should ensure that such coun­
terparts can remain at assigned positions for a 
future period extending beyond the conclusion of 
the current technical assistance effort. 

5. A post-project impact evaluation should be conducted 
after b/o (:>:1:' three years. 
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IV TRAINING 

1 • .!,.ntroduction 

. - USAIO has provided $1,755,000 for training in 
Egypt, the U.S., and the Philippines, and for 
assistance to the ORDEV training center at 
Sakkara. This support has been provided to 
OROEV and the LDF program to achieve the fol-· 
lowing objectives: 

- Develop managerial and technical skills 
needed to operate LDF programs within 
ORDEV and the governorates; 

- Introduce LDF activities in the governor­
ates and train village council members in 
the preparation and operation of income­
producing projects financed by LOF loans, 
and 

- Strengthen the capacity within ORDEV to 
support decentralized development, including 
the capacity to offer relevant t.raining to 
local government officials through the 
ORDEV training center at Sakkara. 

- The purpose of this section is to assess the 
impact thus far of the training on LOF projects 
in the villages, on OROEV, and on governorate 
development programs. In addition, the scope of 
work requests that the progress and potential of 
the ORDEV training center be reviewed. 

- The evaluation is based on visits to LDF projects, 
review of OROEV/LDF training plans and records, 
interviews with USAID, the technical assistance 
contractor, ORDEV representatives, and members of 
the advisory corrmittee for the Sakkara training 
center. In addition, the consultant observed two 
ORDEV/LOF training sessions, a technical course 
in animal husbandry in Beni Suef, and an orienta­
tion and planning course in Cairo for the 15 
OROEV/LOF personnel who will staff the first gov­
ernorate level LOF office in Minia. Discussions 
were held with participants and staff at both of 
these training sessions. 
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2. Description of DOl Training 

- Approximately 5700 ORDEV, village council, 
markaz and governorate personnel have parti­
cipated in training programs in Egypt and 
abroad. Eighty-six have attended courses in 
the Bluegrass Area Development District, 36 
par!:.icipated in two study tours in the Philip­
pines, and 5626 (or 98 per cent) attended 
courses in Egypt. The follmving table summar­
izes ·the numbers trained each year dU4ing the 
project to date. 

Table 1. Numbers of Trainees 

Yea.r Training Program: Foreign Local Total 

1979-80 44· 222 266 
1980-81 25 785 810 
1981-82 20 930 950 
1982-83 ..1.Q. ~ 3719 

119 5626 5745 

3. Foreign Trainin~ 

- Under an agreement with the Bluegrass Area Develop­
ment District, mid-level personnel from ORDEV and 
the governorates have received classroom training 
and visited projects in the U.S. to develop, skills 
in project preparation and evaluation. As Table 2 
illustrates, representatives from 19 governorates 
have attended this training. 

- The objective of Bluegrass training was to develop 
a core of mid-level expertise to establish LOF in 
ORDEV and the governorates. It is estimated that 
approximately 90 per cent of those trained are 
still associated with OROEV, although efforts to 
follow up on the impact of this training have not 
been carried out to the extent originally intended. 
Bluegrass graduates are currently employed in ORDEV/ 
LOF central office, and the first governorate LDF 
branch now being established in Minia will be headed 
by a Bluegrass graduatr!. In addition, approximately 
22 former participants in this program have helped 
in LDF training programs in Egypt. Although it is 
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not possible to clearly establish the impact 
of this training on LOF operations, examples 
exist of graduates of the program applying 
management and planning methods introduced to 
them in training. In general terms, however, 
the distribution of graduates throughout ORDEV 
and local government provides a reservoir of 
support and talent to OROEV. 

4. Training in Egypt 

- The objective of programs conducted in Egypt is 
to train OROEV, LOF, governorate and village 
representatives in the design, palnning, and 
management of LOF-financed projects. In addition, 
the programs introduce th~ LDF in the governorates, 
and orient village councils to local government 
laws and responsibilities. As the 1983-84 train­
ing plan (Appendix IV-I) illustrates, OROEV is 
implementing twelve different training courses, 
with a total of 113 sessions scheduled for the 
year. A description of each course is provided 
in Appendix IV-2. 

5. Assessing Training Needs 

- The training courses have been developed to 
introduce LOF in the governorates and to train 
village councils in the basic skills required to 
operate LOF projects. Thus, courses in local 
government laws, basic project bookkeeping, and 
technologies for specific projects have been 
emphasized. Ne\'/ programs have been added based 
'on feedback ·from participants. In addition, a . 
course for training administrators has bee:n 
started to help in the expansion and decentraliza­
tion of LOF. 

- Last year, ORDEV/LOP introduced a questionnaire 
to determine the magnitud~ of training needs 
within the governorates and to establish a means 
for longer-range planning and budgetin~ of train­
ing programs. Oescriptions of existing courses 
were given, and the governorates were asked to 
estimate the number of participants for each·course, 
when the participants would be able to attend, 
and to suggest where the training should be held. 
The governorates were also given the opportunity to 
suggest new training courses. Table 3 gives the 
results of this survey. 
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Table 3. RESULTS OF NEEDS ASS,MSHENT SURVEY 

Apl')rox. I~umber 

Training Course of Participants 

A. Introductory Programs for Plat!!2!E,i. 
l>lanagemen t it, Evaluation 

L Feasibilit)' studies and project preparation 1,700 

2. Bookkeeping and financial accounting 950 

3. Project follow-up and evaluation 740 

Subtotal: 2,470 

B. Introductory Programs for Local Government 
and Development Decentralization 

4. Orientation for local government 4,000 

5. Exchange of Development Experience 850 

6. Theme symposia for development 2,088 

Subtotal: 6,930 

C. Technical Training 

7. Poultry ?roduction 500 

8. Animal production 840 

9. Beekeeping 380 

10. Fish production 140 

11- ACricultura1 mechanization 320 

12. Rabbit production 17 

13. Olive pickling 4 

14. Training administration 30 

1S. English language 280 

Subtotal: 2,Sll 

Total: 11,911 
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- Although this survey has helped OROEV/LDF to 
better plan and budget for traini.ng, th~ fact 
that it asks for responses to existing programs 
an:d does not provide for assessing needs against 
sp'ecific LOF objectives minimizes its value as 
a needs assessment instrument. This is perhaps 
less important if training is viewed as a means 
to introduce and expand LOF activities. But as 
e1!forts are made to improve the performance of 
LOF projects, greater attention \'Till need to be 
given to more systemat.ically determining training 
needs. 

6. Selection of Particieants 

- Participants ara selected by the governorates, 
usually by the Secretary-General or ORDEV repre­
sentative. As most courses are designated by 
OROEV /LOF as being "for governorate, rnarkaz, ;.md 
village council personnel", it. is left to th(~ 
governorates to decide who should attend. Often, 
the choice is based simply upon who is available, 
and frequently the same individuals participate. 

7. Course Instructors 

- ORDEV/LOP does not have a permanent training staff. 
Instructors are selected from among OROEV/LOF 
central office staff, university professors, and 
governorate staff: there is a pattern of limiting 
the number of instructors to a group of 10-12 
individuals. Instructors attend only those sessions 
they teach, and they are not involved in the design 
of the overall course. BeCa1.1Se fees are ba.sed on 
the hours the instructors actually teach, many are 
unwilling to give their own time to preparing 
course mater~als. Consequently, the quality of 
instruction varies. 

8. Organization and Administration of Trainino, 

- Training courses are organized by Training Adminis­
trators who are responsible for arranging for 
facilities, contacting participants, and arranging 
for instructors. A Training Administrator is 
assigned to each course. OROEV/LOF has one full­
time Training Administrator assigned to its office. 
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. There are ten others within OROEV who assist 
in LOF training. Seven of the ten Training 
Administrators are new to LOF activities, and 
few have had experience in training design, 
course development, or monitoring and evaluation. 

9. OROEV/LDF Training Capacitx 

- As Table 1. illustrated, training has rapidly 
increased from 222 in 1979 to 3689 in 1982-83. 
The training plan for 1983-84 projects a further 
increase, to 4034. 

- ORDEV has made remarkable progress in developing 
a capability to organize and administer training 
programs. However, this capacity is limited to 
administering training courses and does not include 
the capability to assess training needs, develop 
new courses dnd training materials, or monitor 
and evaluate the quality of training. To establish 
this capacity, OROEV will need to significantly 
upgrade the skills of its training staff. 

10. Impact of Training 

Training in Egypt 

- Training programs conducted in Egypt have served 
primad J,y to promote the LDF program and provide 
a mean& for exchanging information on LOF activi­
ties. In this respect, training has directly 
contributed to the expansion of ORDEV/LDF activities 
The number of loan applications, for example, in­
creased signific~ntly during 1982-83 when the 

.,number of .. particip.ants ... attending training also rose 
sharply. Several examples have also been cited 
where projects have been extended to other areas 
as a result of exchanging information and experi­
ences in training programs. 

- The impact on skills development is more difficult 
to determine. In part, this is because ORDEV/LDF 
has not attempted to carefully monitor the impact 
of training on project performance. Examples have 
been cited, nowever,.that suggest training has 
helped to improve the information provided on loan 
applications. 
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- It should be noted that local government officials, 
including Head Executive Officers i~d those selec­
ted as project managers, often have university 
degrees, particularly in agriculture, and that 
considerable practical experience exists in LOF 
project areas. Thus, the need for d~veloping 
skills in project technologies (e.g. poultry 
procuction) may be less important than providing 
the "pportuni ty to exchange practical experience 
or to update local officials in ne'.., technologies. 
Programs presently conducted for these purposes 
are widely supported among participants. 

- .There continues to be the need, ho\.,rever, for 
improved management skills, particularly in project 
preparation, financial analysiS, and project moni­
toring. 

ll. Training Abroad 

- Bluegrass graduates occ~~J.)':{ ~i~si tions wi thin ORDEV / 
LOF at all levels of local government. It is 
estimated that 90 per cent are still involved in 
some way with ORDEV activities. Twenty-two of 
these graduates ha',e helped in conducting ORDEV/LDF 
training. Although a comprehensive follow-up of 
these graduates has not been carried out, indivi­
dual examples have been cited that suggest the 
training has produced changes in planning arld 
management activities. 

- The appointment of a Bluegrass graduate as director 
of the newly established bran~h of LDF in Minia is 
an important example of how the project may directly 
benefit from this mid-level training as it begins 
the process of decentralization. 

12. Progress and Potential of Sakkara Training Center 

- The Sakkara Training Center represents a major 
effort by OROEV to establish a recognized institu­
tion for local government training and research. 
Construction of the facilities began in 1979 and 
,although substantial progress has been made, par­
ticularly in the last year, considerable work 
remains to be completed before the facility can be 
used. It is anticipated that the first phase of 
the faoility will be completed in the second quarter 
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',')f 1984. This will include the classroom buil­
ding and residential facilitles fC'Jr 25 partici­
pants. ORDEV hopes that the entire facility 
will be completed a year later. Original con­
struction costs were set at LE 3 million and 
approximately LE 2 million have been spent to date. 

- Located approximately 20 kms from downtown C~iro, 
the center will include: 

- a main administration and classroom building 
with six lecture rooms, offices for teaching 
staff, an auditorium (capacity 500), a librar}?, 
and a documentation/computer center; 

- three dormitories with facilities for 100 men 
and 20 women: 

- apartments for 12 faculty members and their 
families: 

- a cafeteria: 
- garage and workshop to be also used for small-

industry training. 

- The ORDEV Chairman has recently organized two 
advisory committees to assist in preparing plans 
for the tr.'aining/research and administration/ 
finance activities and operations. These committ~es 
have met only 2-3 times and are operating thus far 
without budget. 

- The trainipg/research committee has begun to estab­
lish an agenda reflecting the need to proc~ed 
systematically through a process of defining local 
gove'rnment training needs, identification of target 
groups, preparation of training materials, and 
selection of t~ining staff. As a group, they have 
extensive experience in local government and are 
committed to a training and research program that 
will avo.id many of the shortcomings of other II cen­
tral" training institutes. 

- Insuring that the programs of central traini~~ 
institutions remain relevant to the needs of decen­
trali.zed government units is a difficult task. [For 
a discussion of problems and alternative ways to 
address these problems, see John P •. Hannah and 
George H. Honadle, IIManagement performance for rural 
development: packaged training or capacity buildingll, 
Public Administration and Development II:295-307, 
1982) • 
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- A dynamic center of training and research in 
local government wuuld be an important new re­
source to support Egypt's policy of local, 
decentralized development. Given the importance 
USAIO gives to supporting this GOE policy and 
action, USAID assistance to the Sakkara Training 
Center is warranted and recommended. 

- Specifically, USAID should consider: 

- Making short term technical assistance 
available to OROEV and its advisory com­
mittees, as requested, during the initial 
planning stage. Such assistance should 
include provision for consultants in plant 
management, training administration, and 
curriculum development who would develop 
is.sues papers and make recommendations for 
consideration by OROEV and its advisory 
committees. 

- Encouraging ORDEV to proceed as quickly as 
possible in the selection of a director and 
2-3 members of the teachj.ng staff. These 
personnel should become directly involved in 
planning for the center's operation. 

- ,Providing funds and assistance to organize 
and conduct a study tour for selected ORDEV, 
advisory committee members and teaching staff 
to similar institutions outside Egypt. Such 
instit~tions i~clude the Rural Development 
Academy, Peshawar, Pakistan: the Local Govern­
ment Training Project in Indonesia: the Asian 
Institute of Management. 

- The Sakkara Training Center will not have developed 
the capacity to assume responsibility for ORDEV/LOF 
(or ORDEV/BVS) tr.aining activities by the time 
technical assistance is concluded next year. USAID 
should continue training advisory assistance to 
ORDEV for both of these projects but should also 
consider assigning the advisors to the Sakkara Center. 
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Recommendations: Training in Egypt 

1. "In 1982-83, 3494 participants attended OZl,DEV/LDF 
training and the projected level for 1983-84 is 
478 training days/year for 4034 9articipants. The 
ORDEV/LOF training office and ORDEV Training De­
partment do not have the capacity to maintain this 
level of activity and still monitor the quality of 
the training or the impact on LOF activities." 

Thus, the level of train:ing activity should be 
reduced and emphasis given to those courses that 
~ave the most direct impact on LDF objectives. 

Based on LOF objectives, comments by village council 
members, and recent assessments, priority should be 
givt:ln to the Introductory Programs for Planning, 
Manclgement and Evaluation,Exchange of Development 
ExpE~rience, and technical training in project­
spef=ific areas. 

2. In order to maintain ac:tivities important. to the 
LOF program while reducing the training demands 
on the OROEV/LOF officE!: 

- Responsibility for providing village councils 
with up-to-date information on LDF loan policies 
and procedures should be assumed by Village 
Development Representatives ("ORDEV representa­
tive") in" the governorates, rather than relying 
upon training programs to convey this information. 

- Responsibilities for on-going project-specifi.c 
technical training should be shifted from the! 
ORDEV/LDF training office to the governorates 
who have the resourcas for this training through 
local universities, technical staff within the 
governorates, village executive heads and project 
managers experienced in currently-funded project 
areas. OROEV/LDF should !:Je9in to concentrate 
instead on supporting training by designing and 
developing materials and identifying training 
resources. 

- The orientation for village cou:Clcils program should 
be coordinated with BVS, and the staff of the OROEV 
Training Department should assume primary respon­
sibility for this training. 

- Theme Symposia should be limited to one per year 
and the programs should focus on specific lessons 
learned from LDF experiences. 
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3. An objective of LDF is to increase revenues 
available to Local Units. The capabilicies 
of Local Units to prepare feasibility studies 
and to maintain and manQ'ge project accounts are 
essential. Thus, training in project prepara­
tion and financial management should be given 
highest priority. The present training in book­
keeping and financial reporting has adequately 
prepared Local Units ,to record basic expenses 
and income data. Houever, the training has not 
prepared participants in the analysis and ~i­
cation of this data. Thus, Local Unit councils 
are not always sure if projects are returniD'. 
profits. 

Training courses in Bookkeeping and Financial 
·Rc~orting should be revised to include basic 
skills in financial analysis as well as record 
keeping, and worksheets should be prepared to 
guide village council members and project managers 
in the analysis of this data. This training should 
be provided in the governorates. 

4. Training courses in bookkeeping, financial repor­
ting and accounting, and orientation to local 
government regulations are currently being offered 
through the LDF and avs projects to similar target 
groups at th.e village and markaz levels. While a 
certain amount of duplication might be deSirable, 
greater attention should be g~ven by the ORDEV 
Training Director to coordinating the planning and 
delivery of these courses and to the use of a con~on 
set of materials for the local government orienta­
tion program. 

5. ORDEV/LDF training is currently financed entirely 
by USAID and USAID is contributing more to the 
total costs of ORDEV training than is the GOE. 
There will be a contil').uOl.1S need for financial sup­
port, but consideration should be given to planning 
for ~l~ernative sources of funding, including using 
administrative fees attached to LDF loans to par­
tially support trainin9. 

6. ORDEV/LDF training is being conducted by a limited 
nwnber of consultant/lE!cturers who are paid only 
for the time they lect\l,re in the training courses. 
ORDEV/LDr' should expand the roster of training in­
structors, giving part1cular attention to the 
increased use of local tmiversity instructors, gov­
ernorate technical staff, and "successful" head 
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executive officers within the qovernorates. 
Compensation should be paid for instructors to 
participate in planning training programs and 
developing training materials from funds obli­
gated for this purpose in the training budget. 

ORDEV/LDF has in the past year developed the DDl 
Training Manual. This manual describes the basic 
steps necessary to develop quality training pro­
grams. ORDEV/LDF should now apply this guide by 
defining the specific tasks and assigning indi­
vidual responsibilities necessary to apply the 
guidelines. 

7. Trainees selected by the governorates to attend 
ORDEV/LDF training are not always those who can 
most benefit. ORDEV/LDF should establish clearly 
defined criteria for each of the training courses 
and encourage the governorates to apply these 
criteria in sel~~ting participants. 

Recommendations: Foreign Training 

1. Although Bluegrass training has contributed to 
the establishment of the LDF within OROEV and 
the governorates, and an estimated 90 per cent 
of those trained continue to be associated with 
ORDEV activities, this training has not produced 
the core group of "intermediate expertise" within 
ORDEV/LDF as originally intended. Furthermore, 
the needs of an expanding LDF program are greater 
than the resources available through any single 
program. 

Therefore, it is recommended that funds for foreiqn 
training be continued for ORDEV/LDF staff, but 
that such training allow for a broad ra.nge of 
short· courses in such areas as training adminis­
tration and design, management information systems, 
etc. 

Recom~endations: ORDEV Training Center at Sakka~ 

1. OROEV has made considerable progress toward com­
pleting the physical facilities of the training 
center at Sakkara, and the first phase is now 
scheduled to open in April-May 1984. If the expec­
tations for this center are realized, it will make 
an important contribution to local government 
training and research in Egypt. ORDBV has started 
to plan for the operation and training/rese~rch 
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program of tht! t:e1'lter. 

USAID should suppor.t ·::.his planning work by 
providing short term assistance to ORDEV and 
its advisory cl:)mmi ttces to develop .issues 
papers in such al::-eas as plant opera1:ion, manage­
ment and administration of training centers, 
curricula development, and applied research. 

When plons for ~:he programs of the c:enter arl9 
developed,'USAID should also assist in equipping 
the library and documentation departmetns, in­
cluding technical assistance for t.raining of 
staff of these departments. 

Impact of ORDEV /rJDF Trai ning 

- Training courses have been held in the twenty 
rural governorates to promote LDF activities, 
orient officials to local government laws, and 
strengthen the technical skills of vilalge 
council and markaz officials. These training 
programs appear to have contributed to an increase 
in the number of LDF loan dpplications, more com­
plete information provid~d in the applications, 
an increase in the number of "non-typical" project:; 
submitted for finonc::~ng# extension/adaptation of 
"successful" projects among different governorates, 
increased awareness of alternative opportunities 
for generating local revenues, increased popular 
participatj.un in developnl~nt, and impl:oved 
relationf: among levels of local government. 

Conclusions 

- l'lhile ORDEV/LDF training is and should continue 
to be directed toward village executives and popular 
council members, the application of training must 
fit within bureaucratic structures and nerms in the 
governorates. Thus, it is important that governorate 
level officials, particularly Secretary-Generals, be 
kept well im:()rmed 'of ORDEV /LDF obj acti ves and ac-
ti vi ties and that training prograins in local govern­
ment participation and exchange of development 
experience seek the particip~tion/involvement of 
these officials. 
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V FINANCIAL ANALYSIS 

Financial Analysis of Sampled LDF Projects 

1. Methodology 

This section is based upon financial data drawn 
from a sample of LDF village projects. It 
analyzes their: 

- financial performance and viability; 
- use of profits; 
- effect on the private sector, and 
- manage:nent. 

- Data on the fianncial performance of 28 LDF­
assisted pr,::>j ects \ ... as collected from three 
sources: 1/ 

- financial statements examined during field 
visits (IO projects); 

- quarterly reports found in LDF files 
(12 projects); 

- financial information found in the case 
studies commissioned by USAID/Cairo 
(6 projects). 

- The projects included within this sample have been 
operating for several years, are geographically dis­
persed and represent the main activities funded by 
the LDF. The age of the enterprise was an important 
selection criteria since it was necessary to obtain 
the results of at least one operating period. It_ 
was also important to judge the financial perfor­
mance of the enterprise after the initial "birth 
pangs" had been overcome. Since the cash flow 
position of most projects was significantly affected 
by whether they were repaying the principal on their 
loans, we attempted to concent~ate upon those that 
were no longer in their grace periods. 

- The results of the following analysis must be in­
terpreted with caution because the sample is 
extremely small and the data ,.,ere sometimes incon­
sistent. The extent to which the financial results 
drawn from the sample is representative of all LDF 
projects is unknown. . 

l/See Introduction of this report for more information on 
- the metnodology of this evaluation. 
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- Financialstatf!ments examined during field visits 
often \-Iere fragmented and had to be reconstructed 
to yield meaningful results. The financial data 
derived from LDF Quarterly Reports and the Case 
Studies have not received the same scrutiny as 
that gathered during field visits and therefore 
may be less reliable. Field visits revealed that 
some financial statements, for example, did not 
include depreciation as a cost, some subtracted 
both principal and interest payments and others 
included labor costs that they actually did not pay. 
The evaluation team reconstructed the income state­
ments of visited projects to include actual costs, 
depreciation and interest only so that results would 
·be comparable. 

- Since only b/o proj ects had balance sheets, accurate 
inform~tion on the debt position of most projects 
could not be calculated. And because financial 
statements in most cases could only be found for the 
last year of operations it was impossible to analyze 
the growth of the enterprises over time. 

- Nevertheless, the analysis of the sampled projects 
is believed to provide a reasonable general assess­
ment of their financial health. Some of the more 
interesting and unexpectp.d results indicate that 
certain projects requir.e a more in-depth financial 
analysis and technical assistance to improve their 
performance, while others should be studied as 
perspective models. 

2. Profitability 0f Sampled Projects 

Objectives of LOP Projects 

- According to the Project Paper and related LDF 
materials, the purpose of LDF projects is to stimu­
late income producing activities whose profits may 
be either reinvested or disbursed to the village 
Special AccOl.mt for income-generating or social 
welfare activities. 1/ 

Y"profits from village projects are deposited in each 
village Service and Development Account, which can be 
used to finance needed services and improvements in the 
village. 'l'he overriding obj ective is to st.rengthen the 
village units by increasing the funds availuble for dis­
cretionary spending on such local development project~lI. 
Local Develooment Factbook, OROEV, November 1983, p. 1. 
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. However, discussions with village project staff 
reveal that they have.a different perspective on 
their projects' purpose. ·Almost all Head Execu­
tive Officers (HEe) said that their LDF project 
was intended to increase the supply of basic goods 
and services (especially food) at lower than 
market cost. Because LDF projects receive subsi­
dized financial and personnel resources, HEO's 
stated that they are .not allowed to charge market 
prices. 

- Thus, the LDF projects are not intended to operate 
purely to maximize profits. Their main objective 
is to provide a low cost product or service to the 
public. If profit maximation is not their objec­
tive, then these projects should not be judged by 

. the same profitability criteria normally used for 
private sector projects. However, it is necessary 
to determine their viability since they are intended 
to become self-sustaining rather than a drain on 
village resources. Projects should meet certain 
minimum standards of financial viability in order 
to contineu to provide services to the public and 
serve as a model to stimulate replication within 
the private sector. Thus, the financial viability 
of sampled LDF projects is examined from different 
perspecti ves in the follo\'iing section. 

Return on Initial Project Investment 

- On average, sampled projects yielded a 19 per cent 
on their i~itial project investment during their 
latest fiscal year of operations for which data 
was available. This average return is higher than 
the 15 per cent projected in the Project Paper, 
asswning that this is the definition for return on 
investment used by project planners. 

lIFinancial information was usually obtained for the 
fiscal year July 1, 1982 - June 30, 1983. 

]/ 

i/ 

ilThe return on assets as defined in this section refers 
to the net profits earned during the latest year of 
operations divided by the sum of the total LDF loan 
amount and the village contribution as found in the LDF 
files. This investment,thus is equivalent to the total 
assets the firm had upon loan receipt. A more correct 
method of calculating this ratio would be to compare 
the net profits with the assets held in a comparable 
period. HO'ofever, since balance sheet information was 
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- The range of retunl on investment was broad, 
from a negative to a 62 per cent return, as 
shown in Table V-I. Egg production, broiler 
production and cattle fatt'ening, on average, 
had a relatively high 21 to 24 per cent return 
on investment while olive pickling, tile and 
brick production, agricultural machinery and 
transportation projects had lower returns 
ranging from 7 to 14 per cent. 

- Great variations existed "lithin each subgroup. 
Difference3 among the returns on poulcry projects 
was often dUe to differences in animal mortality 
rates, technology or utilization of production 
capacity. The unprofitability of a tile and a 
microbus project caused the average for each 
small subgroup to be lowered. The highest return 
was earned by an unusual calf rearing project 
that performed extremely well during its first 
year of operations, primarily due to the capa­
bility of its experienced manager. The return 
on this project was an exceptional 62 per cent. 

Return on Village Investm£~ 

- The average return on the investment provided by 
vi llages to .... ,ards their LOF proj ect ''las a high 81 
per cent. The range of the return on villages' 
investment varied greatly from a negative return 
to 175 pet· cent. 'l'he return on the village invest­
mEmt is even greater if calculated solely 0.1 the 
basis of their cash contribution. 

- Village investment includes fixed assets, includ­
ing those existing prior to the LDF project, as 

not available for most projects, the initial investment 
and loan amount was used a.s the best approximation that 
could be found. When calculating the retur!1. on assets 
interest payments are sometimes added to profits to 
form the numerator of the ratios, to measure the tru~ 
producti vi ty of assets. This "ras not done in this case. 
It also should be noted that village contributions to 
the project often varied significantJ.y from that projec­
ted in the feasibility study and found on the LDF's com­
puter print-out. Also, some visited projects borrovled 
from other sources besides the LDF (i.e., from other 
village projects), thereby raising their total'invest­
ment in the project. 'rhese .rati(.ls, thus, may overstate 
the true return on some of these projects. 
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well as new cash contributions to the project. 
Unlike most Egyptian financial 'insti tutions, 
the LDF does not hav'e minimwn investment or 
collateral requirements for loans. Nevertheless, 
on average, villages contributed a surprisingly 
high percentage of the total investment. Villages 
visited by the study team, on average, furnished 
42 per cent of their project's total investment 
(see Table V-2). They contributed a substantial 
25 per. cent of the total cash requirements of their 
project~ this level of contribution compares favor­
ably to the requirements of financial institutions 
~n developed countries. 

- Village funds for this investmant usually stemmed 
from the governorate and/or the village special 
accol:.nt; in one case an international Jevelopment 
agency (CARITAS) provided the village contribution. 
During field visits, a discrepancy between the 
amount of village investment projected in the feasi­
bility study and the actual village contribution was 
found. LDF considers the level of village contri­
bution to be an important indicator since its com­
puter printout contains this data, dra\ .... n from the 
feasibility studies, on each loan. These discrepan­
cies suggest that such information should be updated. 

Return on IJDF Loan 

The return on the average LDF loan ' .... as 26 per cent. 
This represents a good return on LDF financial 
resources. 

Return on Sales 

-. ·The return on sales varies greatly within subsector 
industry groups, as indicated in Table V-3. The net 
return on sales for egg production ranged from 10 to 
37 per cent while that for brooder and broiler pro­
duction ranged from a negative return to 51 per cent. 
The highest gross margins and the lowest net margins 
were found among the four brick and tile projects. 
This is explained by the relatively large salary 
expenses paid to workers of these moderately labor­
intensive enterprises. Variations in profit margins 
among firms of the same subsector industry visited 
by the study team was usually due to differences in 
the management capability and technical expertise 
of project managers. 
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_. It is not· meaningful to compare the return on 
sales of diff~rent types of subsector groups 
because of the varying structure of those in­
dustries. For example, indu5t~ies with low net 
returns on sales (i. e., bric-it and tile production) 
must comp~nsate for these low margins through 
high sales volume. Enterprises that sell few 
units (i.~., cattle fattening) must generate high 
marglns to earn an adequate return. 

- The return on sales for each enterprise should be 
compared with its industry's average to determine 
its performance. Unfortunately, comparable data 
could only be found for egg production. The 
average 22 per cent return on egg production is 
slightly lower than that projected in studies of 5/ 

. inuividual projects without financing. -

3. Profi tabiU:...!:Y.. of Sampled Pro j ects Unde;: 
Varying A3sun~tions 

Actual Versus 12Soected Financial Performance 

- The LDP prepares feasibility studies for ~ach loan 
application that it receives. An important function 
of these feasibility studies is to weed out projects 
that have a high probability for failure and to de­
ter~in~ what mininum scale of production must be 
attained for the project to be profitable. Since 
the results of these studies are used as a basis for 
loan approval, it is necessary that they provide a 
realistic projection of the loan applicant's future 
performance. 

- The actUal performance of the ten projects visited 
by the team from which financial data could be 
obtained was compared with these projections to 
determine their accuracy. The results show that. on 
average, sales and net income ~lere projected to be 
42 and 144 percent higher, respectively, than 
actually received (see Table V-4). lli. all but one 

~/Financial projections found in the Small Farmer 
Production Project Paper, Amendment 0079, Financial 
and Economic Analysis, Annex 1 (draft), were recal­
culated to serve as a basis of comparison with 
LDF projects. 
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case sales were lower than expected: but in half 
the visited projects net profits were actually 
higher than originally projected. The gross and 
net returns on sales were, on average, on target 
with a much wider range around actual net profit 
margins than projected. 

- These d'iscrepancj.es are usually explained by the 
fact that expensc~s were higher than expected ,.,hi le 
sales were lower~ Feasibility studies usually 
adopted a "best c::ase" hypothesis that firms will 
be selling all they can produce at maximum produc­
tion levels. The studies did not assume a gradual 
increase in production over the first few years of 
the project. Most visited firms, on the other hand, 
were not operating at capacity levels due to higher 
than expected mortality rates, insufficient raw 
materials and lack of working capital. The finan­
cial projections found in the feasibility studies 
that were examined did not provide enough leeway 
f04 such contingencies. 

- Market studies were also lacking in most of the 
examined feasibility studies on the assumption that 
almost unlimited demand exists for most LDF pro­
jects' goods and services. However, in one case, 
olive pickling, the project manager said that the 
market would not support an expansion of this 
project due to lack of dea~1d. The demand for mini­
bus services has, in effect, been restricted due to 
government regulations l-Ihich limit the number of 
roundtrips that can be made. These two examples 
indicate that a market demand analysis may be 
warranted in some cases. 

- The depth of analysis presented in the feasibility 
studies was appropriate fr : the small loans that 
the LDF initially disbul i. However, as loan size 
grows and the LDF begins wO fund new types of ac­
tivities, greater attention should be paid to the 
feasibility studies. For example, a simple sensi­
tivity analysis might be performed to analyze the 
potential performance of the project under varying 
ass\lmptions (e.g., if the project is operating at 
80 per cent of capacit~ instead of 100 per cent, 
or includinq inflationary cost increases). A break­
even analysis should be included especially for 
projects with low operating margins to determine the 
minimum quantity that must be sold, assuming a given 
price, to cover expenses. 
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- Since the repayment rate on loans is excellent, 
this may be interpreted to mean that projects 
are profitable and thus do not require rnOl.-e in­
depth project appraisal. However, loan repayment 
may not be a good proxy for successful projects 
since a few visited projects who could not meet 
their loan obligations out of operating profits 
still repaid their LDF loans on time. 

Financial Performance of Visj.ted Projects 
When Sal~ry ~xpen~es are Included 

- None of the v!s~ted projects paid for their admin­
i~trati ve staff ,':. some of them covered the expenses 
of their workers. About 38 pcr cent of visited LDF 
project employees were paid by the government (see 
Table V-S). Since one of the objectives of thcs~ 
projects is to provide an example to the private 
sector, their financial performance was recalculated 
based upon their true staff expenses to determine 
their actual profitability. The Head Executive 
Officer was as'M~d ho,.., many people it \.,.ould be neces­
sary to retain to maintain operations and how much 
the village ,.,rould have to pay these individuals. 
These expenses were then subtracted from the net 
profits shown in Table V-I. 

The profitability ,')f thc~e projects is significantly 
affecte~ when the actual salary expenses are in­
cluded (sec Table V-SA). Their return on sales, 
assets, capital and equity drops dramatically in 
many cases. * Many pr:()j ects WOllld not be yielding 6/ 
an adequate return and would have to raise their 
prices. 50;:;9 project managers commented that they 
would not be able to pay for their: staff unless the 
price of the LDF product \'lere raised. 

Debt Service Abilitv of Visited Projects With 
and "li..t.,hout Salary ExpeQ..~ 

- About 40 per cent of the sc.lmpled firms (9 oui: of 
22 that are no longer in their grace periods) could 
not meet their total debt obligation (loan principal 

!/unlik~ Table V-l, assets, capital and equity figur.es 
arc;' dra\ ... n from the balance sheets of the projects 
visited. 
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and interest) from end-of-year profits (see 
Table V-6). Four of the six firms that were 
still in their grace periods would not have been 
able to support the Fepayment of loan principal. 
If the true salary expenses were included then 
the debt burden would become even greater, as 
evidenced by the few cases for which such informa­
tion is available. 

- Some visited firms met their loan repayments from 
retained earnings while others had borrowed from 
the village service account or other vilnlge pro­
jects to repay their LDF loan. Few had considered 
the possibility of being delinquent on loan repay­
ment; only one of the visited firms was delinquent. 

- Those that are borrowing from the village service 
account or other village projects (with no i;~erest 
charges) are using the funds derived from the gover­
norate to repay the LDF. In essence, funds are 
being transferred from one branch of the government 
to another. This raises the policy issue: Should 
the governorate serve this function or should the 
LDF bear the responsibility for delinquent loans? 
This issue merits further discussion and analysis. 

Although most village projects are expected to repay 
these loans, this situation is a cause for concern. 
It indicates that even projects with good repayment 
rates should be visited to determine their financial 
viability and, if necessary, be provided assistance 
and the rescheduling of their loan repayments. 

- Firms'were easily able to meet their short term loan 
obligations in the few cases that such information 
could be gathered (see Table V-6). The high current 
ratios are prinarily the result of large stock inven­
tories maintained by livestock projects. 

- Interest payments, on average, comprised a high 40 
per cent of net profits (before interest). However, 
this ranged from some firms for whom interest com­
prised a small 5 per cent of net income to others 
that were unable to meet their interest payments 
from profits. The LDF .. loans' 6 per cent interest 
charges were easily supported by most firms. LDF 
averages the total amount of interest that is to be 
repaid over the total number of payments to equalize 
payments. Interest charges, thus, are lower during 



44 

the early repayments (and higher during the 
latter years) than they would be were a declin­
ing balance method of calculating interest 
payments used. \,1hile the firm's cash flow remains 
unaffected, its profits appear greater during its 
early years. 

- These findings indicate 'that a significant propor­
tion of LOF firms would not be able to support 
higher interest rate charges, a shorter repyament 
period or the elimination of a grace period. Prices 
and/or sales would have to be increas~d before such 
charges could be contemplated. 

Breakeven Price Analysis under Varving Assumptions 

- The breakeven price required for visited LOF 
projects to cover their cash expenses was, with 
the e~:ception of one brooder project, still below 
the market price charged for their products (see 
Table V-71. Thus, the LDF projects could charge 
higher prices that \'iould improve their financial 
position and still be below the market price. 

- Table V-7 also sho~'is that the difference between 
the market price and that required for the LOF 
project to attain its cash breakeven point is 
rather high for egg production, cattle raisj.ng and 
microbus transportation. This providas some indi­
cation that these should be profitable activities 
for the private sector. 

4. Use of Profits of Visited LDP Project2, 

- According to LOF promotional materials, profits 
generated by the village projects are intended to 
either be reinvested or flow into the village ser­
vice account. to be used for social projects. All 
visited projects for which a financial analysis was 
conducted reinvested their profits in the firm. 
None distributed profits to the village service 
account. 

- Since many LOF projects are having difficulty 
meeting their loan repayments and are relati vf~ly 
high risk operations where sudden disease can 
quickly mean financial ruin, it is recommended that 
enterprises continue their practice of capitalizing 
profits. Retained earnings are saved within t:he 
village service account since othen'lise, profits of 
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government projects are returned to the gover­
norate. However, these funds should be maintained 
as a reserv~ for the exclusive use of the LDF 
project rather than used for other activities. 
Profits should only be disl:nu:'sed to the V'illa(Je 
service account for other activities after the 
LDF loan is fully repaid and the enterprise is 
on a sound financial footing. 

- Most enterprises distributed some profits to their 
administrative staff and labor as bonuses. Some 
included these bonuses as an expense on their fi­
nancial statements, most distri.buted bonuses out 

.of profits, while others did both. Thirty per 
cent of profits, on average, were distributed as 
bonuses to project s~pervisors and staff (s~e 

. Table V-8). Although the bonuses sometimes repre­
sent a high pcrcentaae of net profit, ~his is 
because W~CJcs are usually terribly 10'-1. These 
bonuses. thus, are a necessary supplement to 
emple-rees' income. 

- In many cases, the bonue is all automatic percentage 
of gross profits while in Qthcrs it was calculated 
on the basis of nee profits and the overall financial 
soundness of the enterprise. One enterprise i for 
example, did not distribute bonuses because of its 
precarious financial position: another paid bonuses 
even though the enterprise was unprofitable and 
dp12nquent on its loan payment. 

5. Capacity Utilization of LDF Projects 

- Most LDF projects were operating significantly 
below capacity (se'E! Table V- 9) • Poultry project::; 
were operating fe'-Ier cycles than possible and in 
some cases mortality rates were high. Lack of raw 
materials was cited as an important limitation on 
increasing cement tile production and on poultry 
projects. 

Insufficient quantities of cement and poultry feed 
are national problems that LDF assistance would not 
solve. However, the high mortality rates and lack 
of working capital are constraints that could be 
alleviated through technical assistance and further 
capital infusions. In some cases, projects had re­
cently received additional LDF loans so that '-Iorking 
capital was no longer a constraint on their operations. 
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- Village microbuses are subject to the same 
government regulations governinq their private 
sector counte.rparts. Microbuses must waint in 
line at the fi.rst stop until all their seats are 
occupied before they can leave ort their routes. 
'tlhis recently enacted restricticm has caused 
some villages to reconsider their' loan applica­
tion for a microbus project and cancel their LDF 
loan. As shown in Table V-7, the village micro­
bus maxj.T.num fare \;ras half that charged by the 
private sector. Since the grace and loan repay­
ment period for microbus projects are shorter 
th~n animal raising projects (6 months grace 
with three years to repay) this put a strain on 
the microbus project visited. 

6. LDF Effect on the Private Sector 

- In almost all cases visited by the evaluation 
team, the LDF project was replicated by private 
entrepreneurs in the area. Due to severe time 
constraints, it ''las impossible to quantify the 
amount of this replication, its contribution to 
total production or its effect on local prices. 
However, the amount of replication activities 
appears to be quite substantial. Unsuccessful 
LDF projects (e.g., queen bee raising) also may 
serve to steer private sector entrepreneurs away 
from these activities and int9 more productive 
investments. 

- Only three' LOF projects were joint ~ .... entures, that 
is, the project's investment was financed by both 
the village and private individuals. It may be 
supposed that privata sector entrepreneurs' desire 
for a quick high return on investment, with the 
distribution of profits to owners', may not match 
well with the intent of the village project. Visi­
ted village projects often sought to maxi~ize sales, 
not profits. 

- The village councils should have a comparative 
advantage over formal institution!> to lend to 
extremely small-scale entrepreneurs. Peer group 
pressure has usually been found to be the most 
effective way to ensure high repayment: rates of 
microenterprise development projects. However, few 
Y",DF villages have intermediated funds for local 
entrepreneurs replicating the village project. 
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- An almost unlimitAd market elcists for many LOF 
food products, especially for those projects 
located near large urban centers, as shown in 
Tbble V- Purchasing powe:r of consumers has 
been raised through a healthy economic growth 
rate and remittances from fiamily members working 
abroad. Thus, although the LOF price is lower 
than the private sector, the large demand for 
these commodities suggests that the private 
s·cctor has not been restricted by its price dis­
advantage. However, in small rural areas where 
the LOF project has a large market share, its 
introduction may lo\vcr market prices from pre­
vious levels. For example, one cattle fattening 
project was said to have lO\'/ered the price of 
beef in the local area. 

7. Management of LOF Projects at the Village Level 

- Perhaps one of the most important effects of the 
LDF village projects is 'to train public sector 
officials to think in terms of productive invest­
ments that yield a return rather than in terms of 
resot~rce distribution. The LOF proj ects have 
hel~ed to reduce the underemployment or govern- 7/ 
ment c~vil servants employed by these projects.* 

- However, additional training is needed at the 
village level to enable accountants and project 
managers to be able to interpret existing financial 
statements and use them as planning tools. This 
training should include enabling staff to extract 
periodic profit and loss statements and balance 
sheets from existing records and to prepare simple 
cash flow statements. Financial statements were 
prepared becaus~ ~hey were required by the govern­
ment; in few cases were they used to help manage 
projects. Staff of some visited projects, for 
example, did not know whether their project was 
earning a profit. 

lIIn the mid-1970's, Egypt had 3.2 million civil servants 
of which one-third were thought to be redund~nt. See 
Saad Eldin Ibrahim, "Egypt in the Eighties: A Socio­
logical Profile", The International Spectator (Rome) 
XVIII: 1···2, 1983, p. 13. 
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- Financial records were in satisfactory condition 
with the exception of projects visted in Ismailia 
and Qcna. 'rhe data provided by the current aCCOUll­
ting system appears adequate for most projects' 
needs; thus, no major changes are recommended. 
Since this system is used for all government 
project, it would not be efficient to attempt any 
major changes for just one, relatively small 
project. In addition, a more sophisticated system 
would not be appropriate for the existing accoun­
ting staff. 

fonc~usions and Recommendations 

The main findings of the financial analysis based 
upon an examination of 28 cases are: 

1. The principal objective of visited village projects, 
as perceived by the Head Executive Officers, was 
to increase the supply of basic goods and ser­
vices at lower than market prices rather than'to 
maximize profits, 

2. On average, sampled projects were profitable and 
generating a 19 per cent return on their original 
investment, exceeding expectations. 

3. This average camouflages a large variance in the 
performance of sampled projects: a few were per­
forming exceptionally well, most were providing 
a good return, while a few \'1ere yielding low 
returns or· were unprofitable. 

4. The key factors affecting projects' financial 
performance were the management capabi.litr of 
staff, including their ability to analyze the 
enterprise's financial performance and kno\'1ledge 
of its technical aspects, sufficiency of working 
capital, differences in technology, and varying 
mortality rates. 

s. Village projects' performance was significantly 
below projections made in LDF feasibility studies. 
Sales and projects were prOjected to he 42 and 44 
per cent higher, respectively, than that actually 
attained, primarily due to the assumption that 
enterprises would be operating at full capacity. 

6. Forty percent (9 out of 22) of sampled projects 
cannot afford to cover their debt repayment from 
cash earned during the year. Visited projects used 
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retained earnings, or borrowed interest-free 
funds from the governorate, the village service 
account or other village projects to cover their 
debt repayment. Only one visited project was 
delinquent on loan repayment. 

7. The breakeven price required to enable projects 
to cover their cash expenses (including currently 
subsidized salary expenses) ,.,as significantly 
lower than the market price. Raising p~ices of 
LDF goods and services would improve the financial 
viabili ty of many visited proj ect~ and still allo\'1 
them to meet their objective of charging less than 
market prices. 

8. Profitn were distributed to e~ployees and prudently 
reinvested in the enterprise ,!:,],:;!Ier than disbursed 
to village service accounts. 

9. LDF village projects have significantly stimulated 
replication efforts by local private sector entre­
preneurs. Since the demand for most villagc­
produced goods f~r exceeds the current local supply, 
the lO\.,.er prices of village products have not con­
strained the growth of private sector activities. 

10. LDF is providing an extremely useful training 
experience for public sector employees to think 
in terms of private sector investments that yield 
a return rather than resource distribution. 

The recommendations that are based upon these 
conclusions include: 

1. Increasing the amount and depth of follow-.up of 
projects by LDF staff; 

2. Improving the quality of feasibility studies per­
formed on prospective LDF borrowers' lean appli­
cations to include simple sensitivity and break­
even analyses; 

3. Maintaining current LDF loan terms and conditions 
(interest rate, repayment period and grace period 
policies) since a high proportion of sampled 
projects could not support higher charges. Prices 
and/or sales would have to be increased before they 
coul~ bear higher costs; 
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4. Conducting a comprehensive analysis of the 
abili ty of LDr' projects to cover their debt 
repayment follo\'/ed by a GOE. policy dialogue 
if this is an extensive problem; 

5. Conducting an in-depth analysis of the breakeven 
price required by LOP projects with a subsequent 
discussion on how prices can be set that improve 
the financial viability of LOF projects while 
still achieving their social objectives; 

6. Continuing the current LDF village practice of 
reinvesting their profits in the enterprise 
rather than uning them for other income-producing 
or social activities until loan repayment is 
cOI.-.pleted and proj ects are financially viable: 

7. Developing a standard simplified format for a 
profit and loss account and balance sheet that 
can be prepared from existing financial records: 

8. Training local accountants to prepare these 
standard financial statements and manc.gers ho',." 
to interp~et them so that they may be used as a 
management tool. 
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VI INSTI .UTIONAL AND 

RURAL COMMUNITY DEVELOPMENT 

1. Scope of Work and Approach 

- This section of the report ,.,i 11 focus on the 
development of the institutional capacity ,,,i thin 
ORDEV and the LDF to fulfill their responsibili­
ties toward attaining the goals of the DDI project 
and the broader goals of decentralization of' 
government in Egypt. It will also assess the impact 
of the DDI project upon the villages in which loans 
have been disbursed from the LDP. The specific 
objectives of this section are as follows: 

- To evaluate the institutional development 
and management capability of ORDEV, LDP and 
the Local Units, '-lith particular emphasis 
upon local participation in development 
projects: 

- To assess the social, economic, political 
and institutional impacts of LDF projects 
upon the villages where loans have been dis­
bursed: 

- To assess the overall viability of specific 
villa'ge enterprises: 

- To determine the effect of DDI in reinfor­
cing and strengthening decentralizeci local 
government through the experience of planning 
and managing LDP projects; 

- To provide recommendations regarding the 
above. 

- The approach taken to accomplish the above objec­
ti ve.s was as follo'-Is: 

- Analysis of the decision-making process for 
planning, accepting applications, approving 
and administering LDP loans, to find the pre­
dominantly influencing organization at each 
step of the process: ' 
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- Analysis of the relationships among ORDEV, 
LDF and the Local Units~-legal, political, 
and informal; 

- Assessment of the sharing of authority be­
blCen LDF Central and local ORDEV /LDF 
representatives; 

- Assessment of the sharing of authority in 
the villages among the Popular Council, the 
Head Executive Officer, the Executive Com­
mittees, and where applicable, the managers 
of popular participation (private sector) 
projects; 

- Analysis of the improvement of the quality of 
life in the villages as a result of LDF­
funded projects and the types of projects 
which had the greater impact on the villages; 

- Analysis of the use of the Village Special 
Account for Services and Development by the 
Local Units to serve the needs of villagers. 

2. A-.!!!icf History of ORDEV and LDF* 

- ORDEV had its orlglns in a committee formed in late 
1972 by the People's National Assembly to explore 
new ways to develop rural Egyptian villages. The 
committee ''las composed of 22 min·isters concerned 
with rural government. Two principal decisions 
emanated from the committee. The first was a demon­
stration program to provide comprehensive services 
to one village in each governorate at a total cost 
of LE 1,000,000. The second decision was to form a 
permanent organization within the ~Iinistry of Local 
Government t9 administer a long-range plan for 
rural development. This organization was named the 
Organization for Reconstruction and Development of 
the Egyptian Village (ORDEV). ORDEV was thus formed 
in 1973. 

- The commi t.tee had recommended that ORDEV recei ve an 
annual budget allocation from the central govern­
ment of LE SO million. However, the actual alloca­
tion for 1973 was LE 3.2 million. In 1974, the 
allocation was increased but only to LE 4.2 million. 

*This section was taken largely from an interview with 
Mr. Ahm~d El Diffrm·ry, former Undersecretary of' State 
and Genel~a._ Director of ORDEV. 
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It became obvious that the central government 
could not afford to develop all the rural 
villages of Egypt in a comprehensive fashion, 
and in 1975 ORDEV changed its strategy toward 
utilizing its organization to develop the villages 
through increased local participation. To accom­
plish this, a 5-year plan was established which 
would give one grant to each village unit in 
Egypt during that period. At the same time ORDEV 
began providing training to Head Executive Offi­
cers of the village units on nov{ to choose pro':; ~ct3, 
public relations I dealings \'Ii th the Popular Council 
and local goyernment laws. 

- In 1975 La\of 52 " .. as passed \ofhich provided the basis 
for the decentralization of government in Egypt. 
Two aspects of the law ,{hich had particular sig­
nificance for ORDEV was the.provision of a Special 
Discretionary Account (SDA) for c::!ach Village Popular 
Council (VPC) and the appointmen1:. of representatives 
at the governorate level who wert; charged with 
rural village development. In 1978, rural village 
development representatives were appointed at the 
markaz (district) level as well. 

- In 1978, a Grant ~greement was signed between the 
Arab Republic of Egypt and the United States of 
America creating the Local Development Fund (LDF) 
under the Development Decentralization Project. 
The LDF was created to make income-producing pro­
ject loans to Village Popular Councils in Egypt. 
The overriding purpose of these loans was to give 
leaders of village units experience in managing 
income-producing projects on a sound financial basis, 
and, ipso facto, increase their overall management 
and decision-making capacity. The LDF was to be 
administered by a special agency set up under ORDEV. 

- At the time of the present evaluation, five years 
later, the LDF is a functioning agency 'Iii th a per­
manent full-time staff of 25 assisted by both 
Egyptian ~nd American consultants. Over the past 
four years, a total of 491 loans have been made to 
390 village units (out of a total of 835) for a 
total amount of LE 9,892,250. The first phase of 
the decentralization of the LOF will begin in Janu­
ary 1984 when the governorate of Minia will open an 
LOF branch office to approve loans to Local Units 
for up to LE 25,000. 
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3. Curren~ Oraani zatiol'lal Structure of ORDEV, IJDF 
and the ~llag0 Development Departments in the 
Governorate and l'1arill 

- ORDEV is a Cairo-based agency which, under the 
t-Hnistry of Local Government, is mandated to 
assist in the development of rural Egyptian 
villages. It does this primarily through the 
funding of village unit project initiatives in 
three areas: a) economic (income-generating 
projects; b) social projects, and c) physical 
infrastructure and housing projects. These funds 
are issued as grants to the'village units with no 
recovery mechanism. Any monetary returns gener­
ated by the economic projects are to be put into 
the SD.l\ of the village unit. Social and physical 
prujects are not expected to result in any mone­
tary returns. ORDEV's second main activity is in 
the area of training. It provides training 
programs [or all of the major participants in 
rural village development, e.g., Head Executive 
Officers (HEO's), Executive Committee members, 
Popular Council members and ~.:.e Village Develop­
ment Department Represent~cives (VORis) at thG 
governorate and markaz levels. 

- ORDEV accomplishes the above activities with a 
staff of. 225 persons based in Cairo and with the 
assistance of the VDR's in the field. The ORDBV 
staff in Cairo is divided intQ three ~ajor depart­
ments as follows (see Organizational Chart, Appen­
dix VI-l): 

Department Functions 

Planning Project Planning & Evaluation 

Research & Finance Research, D~ta Management, 
Finance/P.dministA:'ation 

International Agree- Foreign Cooperation & Training 
ments 

- LDF is a semi-autonomous agency set up under ORDEV 
to administer the Local Development Fund and provide 
loans to rural village units for income-producing 
projects (referred to as "economic projects" in 
ORDEV terminology). The fund has been capitalized 
by a grant from USAID. It is govered b¥ a Board of 
Directors , ... hich is composed of representatives of 
governorates, district (mar1c.lz), and village govern­
ments as well as a representative from the Ministry 



of Finance. It is chaired by the Chairman of 
ORDEV who is a Deputy Minister for Local Govern­
ment. The genernl function of the Board is to 
establish and periodically review the general 
policies governing the operati.ons of the LDF, 
including lending policy and operation and finnn­
cial procedures. 

The Loan Committee is composed of three General 
Directors of OROEV appointed by the Bonrd. The 
LOF Office Manager serves uS its chairman. The 
Committee approves or rejects loan applications 
based on the project appraisal of each applica­
tion. It also periodically evaluates LOF-funded 
projects nnd prepares quarterly financial reports 
based on these evaluations. 

The LOF agency is headed by an Office Hanager 
who supervises a staff of 25 permanent, full-time 

.employees and ·is nssisted by EgyptiCln 'and American 
consultants. The permanent staff falls within the 
following categories: Project Review and Analysis; 
Follo'i-up i Training i Statistics and Computer i 
Finance and Administration; SecretariCll, and Library. 
(see LDF Organization Chart, Appendix VI-2). Other 
than the internal Cldministrative,sections, the main 
functions of the staff are to review project loan 
applications for the Loan Committee, to follO\o/ up 
loan administration and monitor LOF-funded projects, 
and to provide training to the various parties 
involved in the LOF loan process. 

- The Village Development Representatives (VOR's) are 
employees of the ~overnorCltes and are assigned to 
both the governorate and markaz levels. The number 
of VORIs varies according to the size of each gover­
norate and markaz, but the average number was found 
to be approximately 20-30 at the governorate level 
and approximately 4-7 at the markaz level. They 
are commonlY'referred to as "OROEV representatives" 
although they have no direct line authority rela­
tionship to OROEV. However, the work they do is 
similar to OROEV's and, in many cC!.ses, their work 
products are funded by OROEV grants or LOF loans. 
Their main functions are to assist the village units 
in the development of economic, social and physical 
projects and to provide training and technical 
assistance to the village units. Funding for their 
efforts is provided by the governorate or by OROEV 
or LOF. Because of their proximity to the village 
units, they frequently assist the HEO's and Popular 
Council members in preparing feasibility studies 



S6 

for various projects. They also are char.;ed 
with Inonitoring projects ~rithin their juris­
diction. Th~ir backgrounds are usually in 
rural development and agriculture. Specialists 
in different types of rural activities are 
usually found at the governorate level. They 
report to the head of the village development 
department at their level of government. How­
ever, all of them are ultimately responsible 
to the secretary-General of the governorate. 
Many of these VDRls have been trained by ORDEV. 

4. !.udqet/Proj ect Plannin.,a Process for ORDEV Acti vi ties 

* 

- Th~ Budget/Project Planning Process for ORDEV 
activities follows a typical hierarchial pattern. 
The process starts at the 10\·rest level and moves 
up the ladder to the highest point. Then the 
decision is promulgated and moves back dO\.,rn the 
ladder to the lowest level. This type of system 
allows for the maximum amount of modification, 
both upwards and d9wnwards. The process if des­
cribed below: 

REQUEST ALLOCATION 

Ministry of Planning/.Finance ,. \, 
ORDEV ORDEV 

l' Governorate 
~ 

Governorate 
'fj 

Markaz 
~ 

Markaz 

Villte v\tllage 

As described during interviews with H.E. Mohamed Ahmed 
Labib, Chairman of ORDEV, and Mr. Ahmed ~l Diffrawy. 
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The steps in the process are as follows: 

- The Village Unit agrees on the projects it wants 
to request funding for, prepares feasibility 
studies for the projects, and submits these 
to the Markaz. 

- The Markaz reviews the funding request and 
modifies it, if it deems necessary, and s'.1bmits 
it to the Governorate. 

- Tl,e Governorate review the funding request and 
modifies it, if it deems necessary, and submits 
it to ORDEV. 

- ORDEV rcviC\'1s the funding r ... quest and the feasi­
bility ctudies and decides if the projects should 
be financ~d. Funding is dependent upon the availa­
bility of ORDEV funds for that activity and upon 
an equitable distribution of funds to the various 
governorates. ORDEV transmits its request to 
the Ministry of Planning. 

- The t-1inistry of Planning revie\is ORDEV I S request I 
and modifies it if it deems necessary, and sub­
mits it to the Ministry of Finance. 

- The Ministry of Finance allocates eunds for ORDEV 
projects and notifies ORDEV. 

- ORDEV prepares the allocation with its request 
and modifies its portfolio of approved projects, 
if necessary. ORDEV transmits the list of approved 
projects and amounts allocated for each project to 
~he Gov~rnorate. 

- The Governc~ate notifies the Markaz of the projects 
approved by ORDEV and the amounts allocated for 
each project. 

- The I'-1arkaz notifies the Village Unit of the projects 
approved by ORDEV and the amounts allocated for 
each proj ect • 

t 

The Village Unit receives a grant from ORDEV via 
the Governorate and Markaz for the projects which 
were approved. 
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5. LDF Loan Application, Approval and Disbursement 
Process* 

...-

The LDF loan application, approval and disbursement 
process is much more simplified than the above 
ORDEV grant process. The key difference, however, 
is that the Village Unit is the key political 
entity, beside the LDF, in the process. The 
Governorate and Markaz act only in a coordinating 
capacity and do not exercise any control over the 
amounts disbursed for approved projects. This 
process is described below: 

REQUEST DISBURSEt-1ENT 
LD~' 

l \ 
Governorate 

l' 
Markaz \ r 

Village Unit PC Village Unit PC 

The steps in the process are as follows: 

- The HEO and Popular Council agree on a project; 

- The Village Unit Popular' Council approves the 
project and prepares a feasibility analysis 
for the project, usually with the assistance 
of a VOR. A loan application is filled out 
and submitted to the Markaz VOR. 

- The Markaz Popular Council evaluates the project 
in terms of its overall planning and coordina­
ting function within the Markaz. If the Markaz 
finds the project is consistent with its over­
all plan, it gives its approval to the project 
and informs the Governorate Popular Council. 

- The Governorate Popular Council evaluates the 
project in terms of its overall planning and 
coordinating function within the Governorate. 
If ,the Governorate finds the project is consis­
tent with its overall plan, it gives its approval 

As described in the LDF Operations t-1anual and from. 
discussions with Magd Abdel Gawad, USAID/Cairo. 
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to the project and informs the Village 
Unit Popular Council. The Governorate VDR 
transmits the application to LDF in Cairo. 

- LDF staff review the loan application. If 
it is found unacceptable, more information is 
requested from the Village Unit. When the 
application is found acceptable, it is for­
warded to the Loan Committee. 

- The Loan Committee reviews the application 
and approves or rejects or modifies the loan 
amount. The Village Unit is notified of the 
Conunittee I s decision. If the loan is apprr:wed, 
the Village Popular Council signs a loan agree­
ment and the loan-amount is disbursed in one 
lump sum. 

6. Impact of the DDI Project upon ORDEV 

- The most important i"mpact upon ORDEV policy and 
operations is a result of utilizing loans rather 
than grants to fund economic (income-generating) 
projects. This has brought about a fundamental 
change in the way ORDEV vicn'ls the developmental 
process in the villages. H.E. Mohamed Ahmed Labib, 
Chairman of ORnEV. stated that he considers DDI 
to be the most important project of all USAID 
activities in Egypt because it is employing a ne:w 
concept in government development efforts, i.e., 
that certain types of projects should pay for 
themselves. He said that government employees and 
villag~rs are now developing the capacity to operate 
economic projects on a commercial basis, rather than 
as in the past, when money \'/as received from the 
central government-and there was no real concern 
as to whether any of the money was returned for 
reuse by the' government. 

- It appeared to be u common opinion amongst persons 
associated with the project that the Village Units 
took their financial responsibilities more seriously 
with economic projects that were funded by LDF loans. 

,The former Undersecretary o~ State and General 
Director of ORDEV Mr. Ahmed El Diffra\f}', said that 
he argued against using loans rather than grants 
when DOl was first being implemented, but he no,., 
believes that the LDF-funded projects are the most 
successful of the village unit projects. 
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- Clearly, the excellent payback rate on the LDF 
loans sho\"s that the village units are. at a 
m1nimum, making enough returns to c~ver thei~ 
loan costs. Whether the projects are making 
s~fficient returns to be economically viable 
over the long run is subject to question, how­
ever. 

- Of the three types of pr:oj(3cts for vi.llage de­
velopment funded by Or-DEY (economic, sClcial and 
physical), both Chairman Labib and LDF Office 
Manager Mr. Ahmed Riad El Ghoneimy stated that 
ORDEV plans to r~duce its annual budget alloca­
tion from the central governmer.t for economi.c ' 
projects and will fund most of these projects, 
particularly in the Nile Valley governorates, 
with loan:i from the LDF rat~',er than gran\:,!;i from 
ORDEVo 

- Another impact upon ORDBV operations is the use 
of LDF loans to experimc'nt with val:ious ne\.,r types 
popular participatior, (private sector involvement) 
in projects and with new technolo0Y. In this 
respect, the availability of rnorc.~ funds for eco-· 
nomic projects has helped to broaden ORDEV's 
activities and provide opportunities for greater 
experimentation than in the past. 

- One proj ect that exempli fies the use of new tec:h­
nology is the Seila gravel qua~ry pcoject in Fayoum 
Governorate. Prior to the receipt of an LDF loan 
for LE 210,000, this desert quarry \",a~~ being mined 
using a manual labor process ~hich p~oduced approxi­
mately 20 tons/day. No othe~ quarry existed in 
Fayoum so building contractocs had to send trucks 
to Giza or Deni Suef to obt~in these materials. 
Now the quarry is a totally mechanizr.~d operation 
with a production of 150 t('·ns/day. Eighty per cent 
of the production is scJld ;Ln l-"ayoum and 20 per cent 
in Beni Suef. ' The manager 0'£ the proj ect stat.ed that 
they expect the <Jperation tel gross LE 120, ClOO chis year. 
This project has receivec:". 'ehe largf~st LDF loan to 
date. It is very doubtf'J.l that ORDEV woul.d have 
provided Cl grant of this. m;.lgni tudf! to finance this 
project, since it would have r(~pr(!sen(:.ed about 10-20 
smaller traditional village projects. A caveat 
should be mentioned he'ce, thaf:. loans of thi.s size 
could quickly deplete the LDF if tht',y be corne typi':.al. 
The LDF should exerci'.ie caution in;.hese types of 
projects. 
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- The villaoe of Soal in Giza Governorate exem­
plifies an experiment in popular participntion 
1n an eoo layer project. This villaoe unit 
applied for an Lor loan of LE 30,000 in December 
1980 1:0 fund an eqq layer project usino new 
tochnc)logy, i.e., batteries. Their first project 
was se) successful that they applied for a second 
loan ()f LE 40,000 in February 1982 to increase 
their production. After this, many of the villagers 
expressed an interest in starting private egg 
layer projects of their 0'1n in their homes. This 
led to another LDP loan in June 1982 for LE 45,000 
to fund this popular participation project. The 
success of this new project led to yet another 

. loan of LE 78,000 in June 1983 for another popular 
participation project for poultry raising. As of 
today, tho village unit produces about 5700 eggs/ 
day on its t\10 projects and approximately 50 vil­
lagers produce an additional 8500 eggs/day in the 
popular partiCipation project. The eggs produced 
by the village unit are .sold mainly to government­
sponsored consumer cooperatives at lower-than­
market prices and the privately-produced eggs are 
sold at market prices on the private (open) market. 

- A third village, Itmidah in Oakahliya Governorate, 
dernonstrates an innovative approach to popular 
participation. Village leaders told us that in 
19~1, some of the young people of the village 
su~gested an investment project to the Popular 
Council to utilize some of the ~rivate savings in 
the community. The Popular Council agreed with th~ 
idea and together with the Head Executive Officer 
investigated various types of investment projects. 
Because of the large number of private poultry 
raisers in the area, they decided to build and equip 
1£ poultry feed mill. A private company \-Ias fo!"med 
and shares were sold to villagers for LE 5.00 per 
share with a minim~~ purchase of 10 chares. One 
hundred and fifty persons purcha~ed shares in the 
company. The village unit purchased 10 per cent 
of the shares" and the shareholders elected :.the HEO 
as Chairman of the Board of Directors. A decision 
was taJ\:en to give the Popular Council 7 per cent 
of the total profits of the feed mill to use for 
social projects. 

The building to house the mill and grain \1aS con­
structed and some mixing and grinding equipment was 
purchased. Them the village unit decided to apply 
for a loan from LOF to purchase more equipment to 
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increase production. Thay received a loan of 
LE 56,000 in July 1982 and purchased the addi­
tional equipment. 

The first audit of the company was performed in 
December 1982 and the company declared a net 
profit of LE 135,000 for the first 20 months. 
The village unit put the nloney that they received 
from dividends on their shares in the SOA. The 
Popular Council used the LE 9000 that they re­
ceived from the profits towards the funding of 
four social projects: a kindergarten, a fire 
department building, a sewerage project and a 
secondary school for commercial studies. 

The company currently is operating t,.,ro other 
pr~jects as well: 3 microbuses which run between 
the village and Mansura, and a semi-automatic 
bakery that produces bread for the village. They 
have purchased land in Ismailia (where land is 
considerably cheaper than in Dakahliya) and have 
applied for another LDF loan to finance an egg 
layer project on that site. 

7. Imeact ~lpon tho Vi ll~ges 

Political and Institutional 

LOF loans do a;~ear to be providing impetus to 
decentralizati,cln of authority from the governorates 
to the vill~ge~ in two respects: 

- LDF loans aI~ available only to village units. 
Consequently', the village units eLre able to 
exercise much greater influence than the markaz 
~r the goverl:l,orate over the loan process and the 
~election of projects to be fundEld by the loans. 

LDF loans tend to be larger than ORDEV grants 
(average now about LE 15.20 I 000 ,!nd LE 8-10 I 000, 
respectively}. This allows some projects to reach 
sufficient s::~ze to have an econonlic impact upon 
the markaz o,r governorate. As a result, the gover­
norates and m~rkaz's are taking a greater interest 
in these loaas than they had in ORDEV grants and 
are beginnin~ to view the loans as a substantial 
resource for" the development of their overall 
economies,. 
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On the other hand, the greater intarest being 
shown by tho governorates and markaz's in these 
loans can create pressures to put undue influence 
on the village units with regard to selection and 
and administration of projects. This appeared to 
be the case in two villages visited by the team, 
one in Qcoma and cne in Beni Suef. Nhan this 
happens, the village unit may agree to a "suggestion" 
from a governorate or rnarkaz representative in order 
to receive some other political benefit as a qll~1 
prq quo. However, in these cases the projects are 
frequently unsuccessful since the villagers might 
not have been particularly interested in the type 
of project selected and thus put less effort into 
the pr.oject. 

A second impact of the LOF loans upon the village 
uni ts involves the relationship bet\oreen the HEO IS 

and the Popular Council. From intcrvie,'Is wi th 
persons who had experienced the tensions between 
these two parties after the first decentralization 
law was passed in 19'5, it is apparent that the t\o/O 
were trying to establish their parameters of poli­
tical authority vis-a-vis the other. The HEO has 
traditionally been the preeminent authority in the 
villages. This is due to a number of factors, not 
least of which were 'educational status and access 
to political authorities at higher levels of govern­
ment. HO\-Iever, it appears that the jostling for 
position has resulted in certain areas of authority 
being carved out for each party. In essence, the 
Popular Council is now looked upon as the legis­
lative authority and the HEO as the executive branch 
c:>f the village unit. This impacts upon the LOF 
loan prc)cess in that the t,,"O must· \-/ork together if 
the loan-funded project is to be successful. It 
appears that the LOF program has helped to create a 
positive '-Iorking relationship bet· .... een the two parties 
in that the Popular Council must approve the project 
and the HEO must be interested in operating the 
project. 

A third area in which it was hoped that the DOI 
would provide assistance in the decentralization 
effort was that of developing greater managerial 
and decision-making capacity within the village 
units. It was believed that the experience of 
selecting a project through a feasibility analysis 
and making day-to-day decisions about the operation 
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of a project would assist in achieving this goal. 
This was basi.cally the same goal of the OROEV 
grants, i.e.~ education of village managers through 
imp;~ementat:i.on of project;s. 

One element was different with the LOF program, 
however~ and that was the fact that a loan was 
being made rather than a grant. Clearry,-the 
lJEO'fI, and project managers \-rho already possessed 
a good deal of managerial talent and entrepreneurial 
spirit were able to take good advantage of the 
LDP loans to enhance their previous efforts and 
achieve greater results. 

An interesting and significant development has 
occurred in the LOF-funded projects as opposed to 
the OROEV and governorate gra~t-funded projects, 
ho,\,ever. The team found that the village units 
wer€ treating t~e returns from the LOF-funded 
projects in a 6~ffercnt manner. These returns are, 
in general, being e~ther plowed back into the pro­
jects to increase productivity, or being kept in 
the Special Discretionary Account as a hedge against 
project problems in order to insure that the loan 
payments will be made. In some cases where the 
loans have been paid off or the returns were sub­
stantial, money has been used for social service 
projects. The usable money is being used in ~ few 
cases, such as Itm~dah and Dcmou (Fayoum, 
project), to support "spin-off" income-producing 
projects by the village unit themselves. 

This evolution of 3 more prudent attitude regarding 
the returns from thes0 projects is a positive result 
of the LOF loan-funded projects and is an in~icator 
of increased financial management capability within 
the village units. 

Economical 

As this report has stated before, it appears to many 
of the parties involved in the project that the 
village units are more concerned with the success of 
the LOF-funded p,r,',)jects than the ORDEV grant-funded 
projects. The HEO's and the Popular Councils realize 
that the money r~ceived for project implementation 
must be paid back to the government and they tenq to 
take a careful approach to the projects. This is a 
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si(;;jnificant chClnge in attitude and it should not 
be underestimated. 

Whe:ther or not the LDF-financed projects \Olill prove 
to be more economically viable and sustainable than 
ORDEV orant-funded projects is still open to ques­
tion, however. This qUGstion should bG raised and 
investigated at an end-of-project evaluation. 

Another economic impact of the project relates to 
the greater average size and availability of LDF 
loans. ThGSG factors hQve permitted village units 
to reach a more economical scale of operations in 
a shorter period of time than has been thG case with 
previous OROEV grunts (although improvement is needed 
in processing loan applications in a more timely 
manner) • 

A third and significant effect of ~he LOF program 
is the IIspin-off" projects resulting from LOF-
funded village unit projects. These spin-off 
projects have been both private and publ~c. The 
LDF-funded village unit projects are often what 
might be called "risk venture" or demonstration 
projGcts. The product bGing produced by the project 
is typically something that no o~e else in the village 
is producing. The village unit takes the risk and, 
if the project is successful, other village units 
and private individuals copy their efforts. In one 
village visited, Demou in Fayoum, we were told by the 
HEO that nine private broiler projects were started 
in the village after the village unit rec:eived their 
LDF loan to expand their broiler project. 

- In addition, the Demou village unit used some of 
the returns from their broiler project to start 
an experimental rabbit project. 

- If the rabbit project goes well, they plan to apply 
for another loan to expand that project. 

The Soa1 egg alyer project is another good example of 
a project where individuals became interested in 
producing something after observing the village unit's 
project. 

This type of multiplier effect was fairly typical of 
most of the village units visited by the team. 
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In addition, in some cases, private projects ''1ere 
begun even after the village unit project had 
failed, b~cause the private entrepreneur learned 
what went wrong in the village unit project and 
corrected it in their project, or they were not 
subject to the sam~ market constraints on the 
village unit. 

- For example, in Fanara village in Ismailia gover­
norate, the village unit started a queen bee 
rearing project in February 1991 after receiving 
an LDF lean for LE 6000. The village unit project 
had trouble isolating the queen bees and finally 
abandoned the project as designed. However, they 
began selling beehive starter units to private 
citizens in the area and now many of these private 
entrepreneurs are produc!ng honey that they sell 
for pl"ofi t. 

Finally, in many cases the village unit purchases 
feed and supplies for its projects from private 
suppliers ' .... hen governm~nt subsidized materials are 
either not available or the quality is too low. 
This can serve to enhance the local economy and 
provide income-generating activities. 

Social 

The social benefits from the LDF-funded projects 
to villagers are, with some notable exceptions, 
mainly a result of direct impacts from the projects 
themselves. It should be pointed out that these 
benefits are not necessarily limited to LDF-funded 
projects--i.e., they are also present in projects 
funded by ORDEV or governorate grants as well. The 
benefits are of three types: 

- Increased job productivity has been a by-product 
of the projects in that most of the projects employ 
government workers who tend to be u~lderemployed 
and who are paid incentives to increase their pro­
ductivity. In some cases new jobs have been created 
within the village and therefore some increase in 
local employment haG resulted. 

Lower consumer prices for products and services are 
provided by the projects administered by the village 



THis cenefit may. De chalienqed on econom~c qrounBs 
. srnce It can be estabH~ she(r that ~n most eeoses 

t.he lo .. ."er prices are a direct resu'lt of the govern­
ment-suDsidizcd labor prov11ed to the projects. 

~~~:;:~' c~~~:n=u:o~;a;h~~n~~!tl~~:~d~~i~;~ ;~~ 
well received by the ~illaqers. 

- Increased income generation is a direct result of 
the po-pular parti"-ciCpation (private sector) projects 
and, to some extent, an indirect result of "spin­
off" projects which can be attributed to tlie 
unit projects. It would be difficult t~ assess how 
much of an increase is occurring. Ho\o/ever, in 
those villages liith popul~r participation projects 
such ns Soal and Itmidah. the increased income 
generated is substantial. 

8. ~Q!§ Tnfluencinq the Overall Viability 
of loDF-Funded Proiccts 

Five prinCipal factors were found to impact upon the 
overall viability of the villaqe un i t and popular 
participation projects: 

- First, the preexisting pres~nce of good managerial 
and entrepreneurial talent, particularly on the 
part of the HEO, as well as technical experience 
in the operation of a project, was the most ~alient 
factor. This factor was present in all of the 
projects which demonstrated successful operations. 

• • 
- Second, local market demand for the products or 

services provided by the projects was an important 
factor. In those v~llages whera the project feasi­
bility study did not adequately analyze the lccal 
market demand , the projects tended to have problems. 

. . 
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- .Consequently (third), those projects which re­
ceived quality assistance from the markuz or 
governorate VOlt's in preparing the feasibility 
study or in the implementation of the p~:oj ect, 
sho\'Ied marked improvement over those which did 
not have that assistance. This factor has 
important consequences for the current decen­
tralization of the LDF. 

- Fourth, those projects \'/hich had genuine local 
monetary investment tended to be more successful 
than those without. The team found that in many 
cases the local participation in the project con­
sisted of pre-existing land and buildings. In 
other cases, the local participation was an 
outright grant of money from the governorate. 

(In fact, the team was told in Qena that some 
of the transportation projects we wanted to visit 
were not yet in operation because the aovernorate 
had not yet contributed the local participation 
share. 

LOF may find it useful to reevaluate its criteria 
for local participation. 

- Finally, those village units which had the maxi=:'\tlm 
political flexibility in pursuing their own eco­
nomic inititatives and in controlling the SDA 
seemed to have better success with their projects. 
This factor seemed to be a variable controlled by 
the· governorates and is, ot a large extent, the 
stuff of what the DOI project is all about. 

- The team was told by a village unit in Qena 
that they had to receiVe approval from the 
governorate in order to spend any money from 
the SOA. Similarly, in Ismai lia, the team \'I'as 
told that the control over the SDA was exer­
cised by a board of diretors composed of three 
village unit representatives and bro markaz 
representatives. These two governorates had 
th~ least viable projects of the seven gover­
norates visited by the team. 

- In contrast, the most viable projects visited 
by the team were in Giza, Dakahliya and Fayoum 
governorates, where the village units appeared 
to have a great degree of latitude in making 
decisions about village projects. 
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Recommendations 

1. The LOF needs ~o provide more on-going monitoring 
and cva1uaticln of the loan projects. 

Staff in the LOF offic~ were unaware of many of 
the operational problems of various village unit 
projects visited by the team. We were informed 
that LOF had four staff persons assigned to 
evaluation and follow-up in the past, but that 
no one is doing this work no\o/. 

With the greater number of loans being administ~red 
by LOF nO\,1 , staffing of this activity is nlore 
important than ever. !f the LOr' is nto providing 
sufficient technical assistance to the village units, 
this would reduce its effectiveness as a development 
vehicle. 

The LDF cannot provide ~roper technical assistance 
if it is not aware of problems with the loan 
projects. 

The decentralization of the LOF should help to 
reso].ve some of the logistical support problems 
associated with this activity, but staff are needed 
in this function now, while the decentralization 
is pz:oceeding. 

lie were told that ORDEV recognizes this problem 
and is taking steps to resolve it. 

2. The LDF needs to reanalyze the roles and respon­
sibilities of the LOF representatives vis-a-vis 
the Village Development Representatives in the 
decentralization of LOP operations. We underst~nd 
that the VORis are expected to look after LOFls 
day-to-day interests in the governorates when de­
centralization of LDF occurs. 

The fact that the 'lOR'S are paid by the governor-
ate and are not under any line authority relationship 
with either LDF or ORDEV could cause problems in 
assuring that the rDF wprk c;ets done in the field. 

Serious thought should be given to developing the 
means to establish a line authority relationsip 
in the governorates. This could take the form of 
having one representative of LOF in the governorate' 
who is paid by LOF or OROEV, or the form of incer.­
tive payments to VDRls for LOF \-/ork. 
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In any event, LDF should be attentive to any 
problems which might show up in this area 
during the first months of the trial demonstra­
tion period in Minia Governorate. 

3. The LDF should be encouraged to do more experi­
mentation with private sector involvement in 
village projects. The Soal and Itmidah projects 
have demonstrated that innovative approaches 
can be taken and can be successful. 

However, before proceeding is this direction, 
several critical questions need to be addressed 
by LDF and US~ID in order to clarify exactly what 
types of. private sector involvement are apprOI.>l-iate 
for LDF loan acti vi ties and ,·,hat potential problems 
mof arise using this appro~ch. 

Issues for Further study 

1. To develop and collect the baseline data needed 
now to do an in-depth evaluation at the end of 
the DOl project (phase I) on 
- the success of the project in increasing the 

managerial and financial capability of the 
village units to plan and implement village 
development activities, and 

- the social impacts of the project; 

2. To analyze LDF loan activities in order to assess 
what level of capitalization of the LDF is 
necessary to carry out a desired l~vel of loan 
activity and to cover operational expenses. 
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VII TECUNICAL ASSIS'l'ANCE Ir.,PACT 

The Technical Assistance Contractor's team has had 
and continues to have a high degree of effectiveness 
on the development of LDF as a viable institution 
that is successfully launching the program towards 
goal and purpose attainment. 

Achievements have in many instances exceed projected 
indicators of mesuring outputs to'-Iards project goal 
and purpose. 

The main tasks of the techn1cal assistance team have 
been: 

- Developing LDF into a viable institu.!:i£!l. In this 
area of effort the team was highly successful in 
institut.ional development and creating a viable 
lending institution, effectively extending credit 
fer income-producing projl~cts in rural E9l'pt. 
Although the institution i$ a Government agency, 
it gives an image of a commerr::ial busi!~css enter­
prise. It thus sets the climate of a business 
atmosphere in the implementation of projects at 
the village level, rather than of a government, 
conununi ty-spending program of allocat~d funds. 

- In trai~ing local D~rticin~ from ORDEV, LDF and 
the governorates, though the team's effort exceeded 
output indicators with respect to numbers trained, 
the training effort requi=es additional inputs to 
improve the quality, selectivity and management of 
training activities. 

- Forward planning and strateqy have received major 
efofrts, but additic~al effort is required in 
developing a statistical reseurch unit capable of 
producing forecasts, projected credit supply/demand, 
short and long range planning in volume and Iilt'lgni­
tude of loans, and in identified areas of activity 
development. 

The Checchi technical assistance team has assisted 
ORDEV in develop-ing a number of systems, manuals, 
and guidelines for accounting, feasibility studies, 
project external evaluation, management, and training. 
Following are examples of this activity: 
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LDF Operations Manual: including operational stra­
tegie~; lending policy guidelines and procedures; 
operations and financial guidelines; processing loan 
applications; loan approval; disbursement; monitoring; 
repayment; t:riteria for evaluating small ent~rprise 
LOP loan applications. 

Management Information SYstem: periodic quarterly 
reports include revenues, expenses, inventories, 
progress to date, problcn~, product markets, etc. 

LDP Smull Scale Enterprize l'-1anual: guide to good 
development ideas, deciding on what is feasible, 
application process, project start-up, evaluation 
of progress, etc. (written for local level officials); 

LOF r~inance Hanual: small. scale enterprise organiza­
tion, financial planning, types and sources of capital,' 
use of cash flow and conservation of capital, LDF 
financial follow up 

Fishfarming Manual (an example of technical manuals 
prepared): description of a fish farm, planning of 
site, various types of farms, selection of fish, 
pond construction, management, harvesting, record 
keeping, testing, etc. 

The technical assistance team is ill the process of 
assisting ORDEV in improvement of its computer data 
retrieval and analysis capacity. 

Case studies have been developed to be used as "story 
tellers" in stimulating loan actlvities. 

Work in Pt"ogr.ess 

To promote a wider range of communication between 
governorates in respect to the DDl project, DDl is 
developing a quarterly ncwsl~Lter for wide distribution. 
It will contain highlightA of successful projects, new 
areas of development and experimental technology, 
changes in loan procedures, etc. 

The DDl Training Manual includes guidelines for 
planning, monitoring and evaluation of training 
activities. The main topics are: training needs 
identification based on stages of project maturity; 
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curricula requirements and traininq plan; 
implementation of traininq; monitor1nq and 
follow-up; evaluation. 

Training methodology and transfer of technolo~y 
have been tested over the past t\ofO years, then re­
fined and developed into the Training Manual with 
the eYoception of the evaluation phase, which is 
still undergoing testing. 

Most of the manuals arc translated into Arabic, or 
originated in Arabic and are ready for wide 
distribution to govenorate, markaz and village 
local government units. 



JI.PP. A Smr~Y OF INFORMATIOX ON SITE VISITS 

Sodall ~'rOlin1ngl 

LD.· Chcck LDF Check. Flnan\~1a!' Econt-'.ie Social 
Covernorute Harltuz: Village Type of Project ArIo'Jnt DOlte Rev!e" P.p.vle~ Revi~w Cc~nta -------.-..-----
Ciza Saff Soal ESg production 30,000 12/80 X X X Vn . .'at;e ~roj~ct 

II " " ESg production 40.000 2/02: X X Loans to 52: pr~.\'Alte enl prM~cel· •• 
popula~ pa~tiei~'~loc ,rnJect 

It It It Egg production 45,000 f../82 .x X Village ~'ro~\~ct. 

II " II Chi,:1ten rearing 18.000 6/1;}) Not yet "P"uIUna 

Qeu lou. lehoz .. lrieb produc. 30.000 1/SrI To intro.iuce ,,~. t-ec.'hnolOIJl flua-
cla1 records In poo~ conditio. 

" II Heg3za Cellent tiles 15.000 2/80 To ~e~ll\ ncw aet.iyU:ri financial 
leibl1 production rec.o£ds .'.!' i.ir l':on'lU:l,,'n 

II Armant Dabalia Sheep reaeins 11.000 7/H A New activit,j e~e&l;:O t't blck 10041 
aanagement 

II leUt Sh1ekha Brollera 15.000 . 11/81 :x ~ ifurw~eaeDt vealq lowernonte c..~tl'O~ 
Specbl &:cCluni: 

It Qena Abnoud BroUers l1~OOO 8/81 .x ro begi~ uew ~coj.~t; fjunctal 
rcccrds ~Q poo~ cOAd!~!oa 

II leOU8 Haraseya BroUer. l~.COO 11/81 X· " .. 
Dakhal1a rUt It.lc1ah Poultrj feed 56.0\)0 1/82. ·Z.presaive po~ut.r pa~t1clp.tic~ 

Challlr 111111 "roject. 

" II leo. E1 Hicr.;)bua 6.000 6/80 X SolIS bus to .~u:r ~.ar'l!r b:oal'~ appl)'iD. 
Nour for~~t~.r LDF loan 

Ben1 S;&ef Ben! Ibshana Ca::rle 15.00c) 1/80 X Expansion of on&0101 YllJ.~. ~J.et 
Suef fatteninl 

" II II Calf rearinl 90.00iJ 2/83 Not Jet o~rBt1al 

II " " Cattle 60,000 11/8) ~r~naton of ext.tinl project 
futtening 

II Ehnasla Kale Hatchery 40.000 i/30 .. 
"'-

II SaDl(> .. ta Bedehla Carlic produc. 23,642 2/El X Projeec faUed 

:e- " Beba leoabesh Cattle l~.COG 7/80 - Expansion of uistlDa project e:. 
fattcning 



Social! Traininl/ 
L')F thecl-. LOF Check Financbl EconOilic Sodal 

Governorate Markel: Villose !I2t! of Project J\a.'I()unt I:~te Review Revlew . Revlc;w eo..ents 

Fayoua F~youa Deaou BroUer. 15,000 2/811 X X Expansion of ~latinl project 

II II SeUa Crave I quarry 210,000 6/8) g X New, 1arle project 

II Senurt. Fld1ll1n Olive plckllng lO,OOO 2/80 X LOF provided vorkinc capital to 
ongoinl project 

•• Fayoua Zavyet Ell production 40,000 2/80 X Exp3n1.1~n of ongoinl project 
Keradaa 

hmdUa Tel El Kassasin Cattle 24.000 12/80 x* X X Establishment of new preJect; ~ 
Kebir el Kadbaa fattenins financial statements Dvailabl. 

II Fayed Fanara Honey production 6.000 2/81 X·'. X Queen bee project replaced by boaey 
project; no financial .tat~Dta 
avaUable 

KAlyubeya Toukh Ekyad Calf rcat'lng 30.000 6/82 LDF loan used to becia yer, 
Deswc1 successful project 

II .. .. Cattle fatteaiag 15,000 S/8l X Not yet operatinl 

II II Hit Microbus 6,000 l1/Gl X Unprofitable project due to accldeDta; 
Kenana delinquent loan rep.~tM; frac-entary 

financial atate.eata 
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Devel0l!!ent Decentraazatlon I 

Monthly State.ent of Project Finances Appendix 1-2 

SUIII1II&I!I os of October 3D. 1983 
(US $OOOs) 

1 2 3 4 5 6 1 8 
CATECORY Budget Unliq;:;idated Total Unexpended 

(#.A1ended) Obligated Unoblir,atcd Disbursed Obligations Accrul!d ~"(rend. Obligatior.9 ---
(1-2) (2-4) (4+6) U-1) 

1. Local Development Fun~ 18.600 14.016 4.584 14.016 0 0 14,016 0 

2. Technical Assistance 1~30C 3.272 28 2.419 193 100 2.579 f.93 

1. Training 3.0Ckf) 2.051 949 1.652 399 103 1.755 296 

4. Co..,dities 800 1~2 36 )56 406 126 482 280 

5. Evaluation/Research 350 III 239 13 98 14 27 85 

6. Co~tlngency/lnf1at1oD/~sc. 150 II 129 17 4 0 17 4 

TOTAL 03LICATIONS 26.200 20.23) 18.533 1.700 343 18,876 1,357 

7. Unobligated 5,967 3.~o7 

GR.o;.~o TOt.\L 26.2® 20.2)) 5.961 18.533 1.100 343 18.876 1.324 

Source: l~nthlr Gt.t~Dt8 fro. ~SAID.CoQtroll~r·. Office 
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REPAYMENT STA'l'US OF LDF PROJECTS (as of Oct. 31, 1983) APPENDIX III-2 

Projects with Del~yed Repayments 
Projects 

LDF LDP Up to 1 2 3 4 5 Total loans 

Governorate Loans Loans date on Quarter Quarters Quarters Quarters Quarters in arrears 
(No.) (LE) payments LE LE LE LE LE LE 

ISIDailia 8 178,00 5 2 1 - - - 3 

I 
(2835) (6656) (9491) 

KalYllubeya 10 181,750 7 3 - - - 3 

(2763) (2763) 

Sbarkeya 37 843,150 33 2 2 - - - 4 

(1228) (5093) (6321) 

DaIDietta 8 164,315 6 2 - - - - 2 

(3172) (3172) 

Dakahlia 46 778,875 43 2 - 1· - - 3 

(530) (6945) (475) 

Gharbia 33 708,125 31 2 - - - - 1 

(3992) (3991) 

Kafr El Sheikh 54 1,013,125 43 7 4 - - - 11 

(2442) (9490) (11932) 

,-fenufia 24 570,000 18 4 1 - 1 - 6 

(5556) (2663) (5093) (13312i 

Beheira 35 720,375 30 3 1 - - 1 5 

(4340) (9296) (8681) (22281) 

Giza 51 1,133,000 40 9 1 - - - 11 

I (17693) (660) . (18353) 



Fayoum 15 516,500 14 - , - I ... - - 1 

(4372} (4372) 

Beni Sweif 22 448,676 18 4 - - - - 4 

(74046) (14046) 

Minia 21 426,000 21 - - - - - -
Assiu~ 50 634,350 40 6 3 - 1 - 10 

(3334) (5287) (3472) (l2093) 

Sohag 10 150,750 8 . 2 - - - - 2 

_(1397) (397) 

Kena 34 474,375 30 - 2 - 2 - 4 

(1/636) _(4309) (5745 

! 
Aswan 2 135,500 - - - - 2 - 2 

(8415) (8415' 
~ew Valley 6 115,000 5 - - - - 1 1 

(5787) (Si8n 
Hiltruh 6 130,000 3 1 2 - - - 3 

_(250) . (4272) (4522) 

NoX'tl"a Sinai 2 38,500 - 1 1 - - - 2 
(28,000; 2 (9al) (1244) (2227) projects being 
liquidated 

Total 476 8,428,426 395 50 20 1 6 2 79 
-

I I I (124,461) (50,433) (6,945) (21,289) (14,468) {217,696) L -
Source: ORDEV/LDF rec~rds 



.6~pendix IV-l 

LDF TR~INING PL~ FOR 1983-84 

No. of Expected Estimated 
Sessions No. of B1ldget in 
Planned Trainees LE. 

A. Introductory Programs for 
Planninq, Manaqement and 
Eval\\ation 

1. Feasibility studies & 
project preparation 10 350 35,000 

2. Bookkeeping and finan-
cial accounting 10 250 10,000 

3. Project follow-up and 
evaluation 10 350 13,500 

B. Introducto~ Pro~rams for 
Local Governr.1ent and De-
velopment Decentra.lization 

4. Orientation for local 
government and development 
decentralization 44 1760 35,200 

5. Exchange of development 
experience 10 420 25,000 

6. Theme symposia for de-
velopment decentraliza-
tion 6 420 15,000 

c. Technical Training 

7. Poultry production 6 162 15,000 

8. Animal production 2 54 5,000 

9. Beekeeping and/or fish 
production 2 54 5,000 

10. Agricultural mechanization 2 54 5,000 

11. Training administration 5 160 9,250 

12. English language 6 150 9,000 



APPENDIX IV-2c 

Scope: To provjde visits to LOF and oth~r relat~d 
devel.opment proj (?cts in var i ous gover nor 0 t.e:.'!:. 
Thjs visiting program should be ,dmed at c:>:­
changing development experiences among 
governorate officials, village hC"ads and n,c:mhers 
and LDF/ORDEV officjals. Discu!:sions will 
include t.he. relevance: Clnd polcnti<;:l applic.::-
bil i ty of var j ous cevc·lopment appr oacbes and 
efforts in va!ious governorates. 

Sessions: 8 sessions, each for 4 days; priority' will 
be given to governorates where thi~ program 
has not yet been ,:conducted. Efforts vJiJl be­
made to prepare in advance background infor­
mation and Thaterials on the pfojects and 
governorates to be visited. 

Train~es: Heads and members of village councils, as well 
as development officials at the mar}:az, 
governorate and LD~lo~nEV levels; about 40 
per session, total 320. 

Budget: Approx. LE 20,000 

-' 1'he'me' Symposi a 

Scope: 'ro provide a forum for exchange of vi eW5 and 
opinions of local development officials ane 
priority themes related to LOr projec~s. At 
least one session will be devoted to a national 
review of progress and achievements of LOF, and 
suggestions for future directions. Other sessions 
will focus on t:.mely issues •. The forum sho\jld 
provide an opportunity f6r leading officic!'s, 
e.g. ~he OROEV Chairman, secretary gener2ls, 
selected governors, heads of development orga:'l!za­
tiqns, and possi bl y the {ani ster of Local Gover n­
ment, to ~ddress local development officials' 
concerns related to LOF and development decentrali­
zatio~efforts in general. 

Sessions: 4 sessions, each 4.'days, offered approximatelyea 
thlreemonth. Special attention would be given 
to the preparation and dissemina~ion of infor­
mation, especially for the "annual symposium", 
Also, attention would be given to encouraging 
return·ed trainees o{ DOl foreign training ~o 
participate in the sessions, 

Trainees: Development officials at the governorate,markaz 
and village heads and membdrs level, as well as 
LDF/ORDEV and other offi"cials: about 40 per 
session.- A l.uger numbe~ may be accomodated I'\~ 
for the annual session. Th~ total ~6uld be .~~ 
240 or mora. . 
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APPENDIX IV-2b 

- Proi~cl Follow-un ~nd Evaluation 
. -

Scope: To provide guidelines and proc~d~res for th~ 
follow-up and evaluation of LOF projects. 
Various forms and data items used in follow-up 
will be explain~d and discussed. An intro­
ductory cornp:>TIent will, b~ provlded for data 
information flows, management and introduction 
to computers. Also, guidelines with case 
studies or examples may be provided for LDF 
project evaluation. 

Sessions: 8 sessions, to be offered by technical and 
LOF advisors, each session 6 days. 

Trainees: Development officials at the LDF/ORDEV level, 
and governorate, rn~rkaz and village lpvels 
r espons i bl e for follO\.,'-up and (:valua tj on of 
LDF projects; about 25 participants per 
session, total 200. 

B. INTRODUCTORY PROG?A.P.1S FOR LOC/lJ., GOVERNNENT J..;~D 

DEVELOPNENT DECENTR.'LI Z';'.!' I ON 

Purpose~ T:> update information on local government laws and 
responsibilities for develop;nent decentralization, as well 
as to e>:cha~ge ideas und vie,,,s on develop:nent experiences, 
le~ding projects and special development issues of concern 
to the various governorates. 

Three programs wil.~ be provid.~d for about 2160 tI'ainees: 

-' Loca'l- Governm~n't .. and Deveiooment Decentr'ali za.tion , . 

Scope: To ,provide orientation training for E.!xecutive 
and popular viQlage councils; update their 
information on changes in local government laws 
and LDF loan policies and proceClures: to encourage 
effective interperHonal communication between 
popular and executive council members, encourage 
cooper a tion- and cocrdina tion between '\7 .illag eo, 
markaz and governor~te officials, and discuss 
responsibilities and au~hority of village councils 
for promoting local development 

Sessions: 40 sessions 'in various governorates with.special 
emphasis on village councils without LDF 
projects, each for 3 days, to be co:ndtJcted 
locally at the village level. • 

Txainees: 

'Budget: 

Member's and heads ,c,f popular ind eXE!cutive 
village councils, and develop~ent officials 
at their markaz and governorate; apI-'ro).· .• 40 
each lsession, total 1600. . 

,Approx. LE 32,000. 
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- !lee': ~(.'Pi '10 

Scope: Latest t~chniques in beekeeping. 

Sessions: 2 sessions of 6 days, offered according to 
r~qucsts by governorates. 

Trainees: About 25 pc:r se~slon, 50 total: technical 
sp~cialists responsible for LOT proj~ct~. 

Budget: Approx. 4,000. 

- Agricultural Mechanization 

Scope: " To provide up-ta-date information about possibili­
ties of agricultural rnechanizatjon projects 
related to LOF activities. Emphasis will be 

. " 

given to discussion of benefits of such projects 
as potential investm~nt opportunities . 

Sessions: 2 sessions, 6 days each, offered locally 
according to r~quests, and possibly field 
visits. 

Traine~s: About 25 per sessicln, 50 total, development 
officials at the governorate, markaz or 
village level. " 

Bud9~t: Approx. LE 4,000. 

Trai ni nt)· "Atlm'i ni s"tr"a"tion 

Scop~: To provide technical skills at the gover~orate 
level to assist in the administration and 
mechanics of implementing LD? training programs. 
Special att~ntion will be given to assisting i~ 
administrative processing and documentation of 
financial expenses. to speed the financia.l and 

• administrative reporting on these programs. 

Sessions: 2 sessions to. be offered by LDF/OROEV training 
officials, each session 6 days, offered 
reg ionall y • 

Trainees: Two appropr"iate officials from each gover­
norate; about 2S per session, total 50. 

Budg et 0; Appro". LE 4,000. 

-'Other-PrograMs 
i • 

Scope: Hight include trai.ning for comput;er and data 
management, Ol speci~l requests from governorates n(n 
(~.9., rabbit production, olive pickling, etc.). ~ 
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Uudgcl: Appro~. L~ 20,000, including sp~cial expr~s~~ 
of about LE 10,000 for lh~ annual secsion. 

c. TECHNICAL TRAINING 

~..!..p.C~: To update and st! ~n9then lh{' knowlc:dg~ of 
cieve-loplTlcnt officials and r-.articularly t~chrdcal specialists 
at the governorate, JT,Ctrkaz, village: and LOF/ORDEV levels 
about lat~st te-chnical and n,ana9t'dal tE-chniques in sp(~cjal 
fields (poultry, animal production, fish farming, etc.) 

Seven programs will be offered for about 600 trainees. 

- ~)try Production 

Scope: Latest technioues and concerns in poultry 
production, feeding, diseases, etc. 

Sessions: a sessions offered locally or regionally by 
technical and LOF aevisors assisted by LDF 
specialists, each 6 days. 

Trainees: About 25 per se~sion, technical specialists 
responsible (or operation of LOF proje cts, 
total 200. 

Budge~: hpprox. LE 16,000 

- ~nirnai Production 
; 

Scope: La~est techniques and issues in animal production, 
particularly ne~ and innovative ideas. 

Sessions: 4 sessions offered by technical and LOF advisor 
each. session 6 days, conducted locally or 
regionally depending upon governorate requests • . 

Trainees: About 25 per session, total 100: eechnical 
specialists responsible for LOF projects. 

Budget:-Approx. LE 8,000. 

- !'ish Produc'tion 
$ , • 

Scop~: Follow-.up and discu·ssion of LDF proje.cts in the 
field to uP9rad~ technical performance and 
operation. 

Sessions: 1 session, 6 days, to be offered at a central 
location for participants from all governorates 

Trainees: About 25, from various govJrnorates. 

Buc;1get: Appr.ox. LE 2,000. 
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Sc:!a::ions: 4 sezsions, (, ca}'!. ~Gcb, located according 
to lhe !iubj ~cl. 

Trainee~: About 25 per session, 100 total, for train~~ 

selected according to lhe type of subject. 

Budget: Approx. LE 8,000. 

III: INFORHNl'JON DlSSEj'HNA'I'lON, REPORTS, DOCu!·~EN'rhRIES, 

AND OTHER EDUCATJ ONAL A.~D RESE1~CH l-lATERIAL 

Purpose: 

- To provide general information (ne",'sletters, DulletinE 
about LDF/ORDEV activities and development achiev<:r:I<=:nt 
for the public, concerned agencies and individuals in 
Egypt and abroad. 

- To provide educational material for LDF training 
progr aJTI~ serving to I.upgr ade the stancard and quali ty 
of professional knowledge. 

- To' provide background research material and prepare 
case itudies that will enrich DOl training activities 
offered in Egypt. 

-. To provide written and audio-visual documentation of 
LDFjORDEV activities and development achievements. 

Buget:. Appro)'.. L~ SO ;000; 

-
-15-
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APPENDIX V-2 

!Q.URCES OF INVESntE~T FOR VISITED I.DF PROJECTS 

--- -
Vi11ase Contribution Tote1 Invesment 

Trpe-2,f Project I,Qcation 1.oan In Cnsh In kind (100%) 

Egg production Soal 30.000 10.000 7.000 47,000 

~ 21% ill ---
Egg; production Zawyet 40.000 10.000 50.000 

Kcradsa 
!Q! lQ! 

Brooder:3 Uaragcya 12,000 2.000 1.500 15.500 

ill. ..ill. 10% 

Brooders Abnoud 17.000 1.000 2.500 20.500 

83% 5% 12% 

Cattle fattening Ibshana 15.000 5.000 55.000 75.000 

20% 11 73% 

Cattle fattening Kassassin 24.000 26.000 50.000 

48% 52% 

Calf rearing Ekyad 30.000 10.543 40.543 
Deg\lei 

ill. 26% 

Olive picklin~; Fidimeen 30.000 15.500 45.500 

~ 34% 

Honey production Fanara 6,000 2,250 8,250 

ill. .ill. 
Brick production Khozam 30,000 30.000 60.000 

~ iQ! 

riles production Hegaza 15.000 7,000 22.000 
libli 

§!! l~l. 

Microbus Mit Kenana 6.000 1.200 7,200 

ill. ill. 

Total: 255,000 102,950 83.543 441.493 

. (58%) (23%) (19%) 

Source: Information gathered during field visits. 



......... -...... ---- .•. -.-----.------.. ----._-------_ .... _ .. 
c c L l. I.,. v Uv ' .. .J 

APPENDIX V-3 

PROrITABILlTY OF SAMPLED PRCJECTS 

112e of Project Gro!ls Profits !!!.t Profiu 

Villase (Governorate) Sales Sales 

ESS Prc-duction 
Soal (Giza) .23 .10 
Zawyet El Keradsa (Fayo~) .35 .18 
Kofour HCgt!1 (Sharkeya) :.!! .:11. 

Average: .36 .22 

(S.D.-.ll) (S.D.- .14 
Brooder/Broil~r Produc:ion 
Harage)'a (Ken3-) .49 .30 
Abnoud (Kt!na) .60 .51 
Abul Ez (Gha::b13) .26 .01 
Al Salamun (Dakahleya) .36 .16 
Tembady (~I(!Oya) .27 -.01 
El D~~een (Sharkeya) .28 .11 
Tamala! (:'!cnuieya) .42 .27 
Menyet ~forshed (K3fr Sheikh) .59 .• '4" 
Kom III Hagar (Kafr Shcdkh) .24 .04 
Tah Shoubra nlenufeya} .20 .:.Q! 

Average: .35 .19 

(S.D.-.16) (S.D.-.18) 

Livestock Production 

Ibshana (Beny Swelf) .13 .06 
Ekyad Degwei (Kalyoubeya) .63 .58 
Hit El Dlcbah (K.:1fr Sheikh) .11 .06 
Abou Ghonei:l:ah (Karr Sheikh) .19 .13 
Sanhout (Sharkeya) .22 .02 
Arab £1 Ram! (Menufeya) ~ ill 

Average: .31 .21 

(~.D.·.23) (5 .D.-. 23) 

Food Proc:essina 

Fidlmeen (Fayoum) 
(olive pickling) .20 .10 

~rick & Tile Production 

Khoum (Kena) .74 .11 
Hegaza Kibli (Kena) .57 .17 
Abu Gere; (Henya) • 63 -.0/ • 
Shalakan (}!cnY3) .:2i .:M. 

Average: .62 .01 

(S.D.-.09i (S.D.ra.09 

Tran!2ort:ltion & AS. H~. 

Hawaret El Haku& (Fayoum) .85 .10 
~tit Ken:ma (K31youbci'3) .60 -.01 
M4nlal Sheiha (Gba) .40 .29 
lAfr Ibrasb (Sb&r~er4) .:.!i ill. C\'-. -- --- L'II t. 



ACTUAL A~" PROJlCT!D FIN~~CIAL PERFORMANCE OF LDF PROJECT3 VISITED APPENDIX V··. 

'lUb,. Production Cro •• ProfltsiSales Net IncoaeiSales Projected S31e. Projected Net Incoae Reason. for dl.crepancl.. I. 
(Covernorate) Pedod Actual ProJectt:d Actual ProJected Actual Sales Actual Net Inco~e 3ctual & projected ,.r(o~ac. 

Ea. Soal Fir'lt 18 Actual .ale. hl,her. ... COllie. 

,roductlon (Clza) lIO:ltha • 2] .15 .10 .07 l.ll 0.8] lower • than expected 

ESC Zawyet lCer- Second Actual depreclatian,:halrlee 
,roductlcQ adslI(FIIYOU8) year .35 • 22 .18 .17 1.85 5.61 hieher. h:"or coaU hi,her ... 

.ales voluae 19wer tban '111 .... 

Iroader Abnoud Second Actual slIles hllher thaD ,ro-
,reduction (Qena) year .60 .54 .51 .35 '1.38 0.96 Jected "'hile co.t. lower, aa 

COE covers all labor ~o.t. 

IlrooJer Hllragyea Second Salca lower t~n projected due 
productiol\ (Qen,,) year .49 .47 .30 .28 1.43 1.31 to high aortal1ty rate 

Cattle Ibshllna Tllird Sales milch hIgher thlln proJectC!ll 
fattenlnl (Benl Suef) year .n .20 .06 .12 0.29 0.63 Vtllage purchased IIOre c.lve. 

tban anticipated. puhap. wit. 
5econd LDF 10lln 

r.alf EkYlld Degwe1 First Expenses much lower than anti-
re.ring (Kalyublya) year .63 .34 .58 .24 1.09 0.45 cipated due to illtroduction of 

cheaper mUk fOnl"ll. and reduc-
tion of allk feedina period frca 
45 to IS day. 

Oliva Fldlaeen Third Actual sales lover than proJec-
pickling (filYOUII) year .20 .31 .10 .20 1.34 2.60 ted. costa a. projected 

Idck Khoza. Third Actual sule. lower and costa 
production (Qena) year .74 .38 .11 .34 2.04 6.96 much hllher thaft projected 

CeIIent ilnd Heg"za Thhd Actual •• le. lower and e.,.n ••• 
car .. ic tU. 
productioft Klbl1 year .57 .50 .17 .32 2.39 2.58 .uch higher than proJectc. 

(gena) 

Hlcrobus Mit Kenana First Actual revenucs lower and e.-
(11 se:au) (Kalyublya) ycar .60 .74 -.01 .33 1.22 -30.l8 pense. aucla higher thoaft proJac-

(2552) ted due to 2 accidcnta. loan 
(-84 ) repayaent. in arrear. 

Averaga: .45 .39 .21 .24 1.42 2.44 • 

(S.D. (S.D. (s.n. (S.D. (S.D. (S.D. 
-.21) -.15) "'.20 ".10) -.58) -2.34, 

.Not including .icrobua example. 

Source: LDr filea and field vi. it. 

~ 



APPENDIX V-S 

.EMPLOiHEm' PATTr:lU~ O~ 5A}trLED PROJECTS: to/ORK YF.ARS 
A. 

Mana~ement Labor Total .-
Type of Project Paid by Paid by Paid by Paid by Paid by Paid by 
Location Cov't Project Gov't Project Gov't Project Total 

Egg production 2.5 5 7.5 - 7.5 
Soal 

Cattle fattening 
Ibshan.!, ~ 8 3 8 11 

Egg production 
Za.wyet KC!radsa 2 5 .. 7 I 

Olive pickling 
Fidimeen 1 2 1 2 3 

THe production 2 6 2 6 8 
Ueg.aza !(j,bli 

BTick production 
Khozam 1 6 50 1.6 50 51.6 

Brooders "i 2 .5 2 2.5 
A!:lnoud 

Brooders 
!!!ra~eza .25 2 2.25 2.25 

CaU :-earing 
Ekvad Degwei 1.1 4 5.1 5.1 

Hicrobus 
Mit Kenana 2 1 1 1.2 1 2.2 

Honey production 
Fanara 1. 2 3 3 

Cattle fattening 
Kassassin Kadima 3 5 8 8 - - -
TOTAL 18.15 24 69 42.15 '69 111.15 

PS1.l ~627.l l~lOO%) 



COMPAlISOlI or FlNANCIAL PUFORMANCE or VISITED PROJECTS: wlnt A.~D WITItCUT A~.L SALARY EXPENSES 
APPENDIX V-S! 

Net Profita / Salea Return cn As"et. R~turn on ~~~ltal 1/ Retu£n on E!I'JhZ 

Incl"d1ns Includlna Includlna Inc:ludlnl 
.• lue of Project Period At l!reaent aalorI eX2ensell At 2re.ent aaiarl e.2en.ell At 2re.ent lIalarI eX24ma.1I At 2·ellent aalao: ex!e .... 

Ell 7/1/82-
production 12/31/82 .10 .04 .20 .06 .31 .09 3.43 .45 
Soal 

Eli 7/1/82- equicy 1a equicJ I. 
production 6/30/83 .18 .ll .18 .13 .zs .15 aeastlve "elatlve 
Za\lyet Ke~adaa 

Brooder 7/1182-
production 6/30/83 • 30 .05 n/. n/a Il/a n/. Il/. Il/ • 
Harase:ta 

IIrooder 10/1/82-
production 6/30/83 • 51 .35 n/. n/. ala ./. ./. ./ . 
Abnoud (1 cycle) 

Cattle 7/1/81-
fattenlnl 6/30/83 .06 -.003 .09 -.005 .12 -.01 .30 -.02 
Ib:;l;ana 

Calf 7/1/82-
rearing 6/30/82 .5' • 51 n/. ala Il/. ala ala ./ . 
Ekvad DcI!!e1 

OUve 7/1/82-
picUln& 6/30/83 .10 .06 .06 .03 .06 .04 .12 .07 
.!,gl~ 

Brick 7/1/82-
.Og!/ .07'11 prGduction 6/30/83 .11 .08 ala n/. Il/. ./. 

~ 

TUe 7/1/82-
.17U pruductlon 6/30/83 • 17 .06 nla ,,/. .06 Il/ • .19 

Hellaza IUbU 

Microbus 7/1/82-
-.022.1 .022.1 Hit Kenana 6/30/83 -.01 -.16 n/. n/. ./. ./. 

11 - Net profit. / 10nl tera Ii.billtl .. + equltf 1/ keconatruct.d infor..cloD b •••• Oil 8ice vl.lt 

~ Source: Vil1.Ce project financl.l .eateReat. ao4 conv.r.~eioll. with viII ••• project .... '.r •• ud accountaoca 



l.,.U... •• :onl una deb5 , ·sulCZ 
A'!I!NpJX V-I 

pDT SElVICZ IOJU)!:f or 5AHPUD PIOJECTS 10" tara d.be 10111 u:na debe 
+ .,de1 + ~ul •. , 

Curr.ae 
AII.ta 
Curuat 

'i'vp. of projec:t C.,vernorate VUh,. UabUlr1 .. 
, 3 En production Gll1 Soil 5.02 

F.tl ,roduction) rayo_ Za",.t C.nd .. 1.91 
I 4 

Shark.y. lofour H ... "'. E,e product1011 
!rood.,.3 l.u B.ra,e1· ala 
Irood.,.' lC.u j!)nowl ala 
.roodll'l 

, 
Cb.ubh /.bul II ./. , 
Dakahl11. IU4INA all &1'011.,. 

Bro11.r.' H.nya Tabad,. "'. 
Iroillln4 SharU, De3.11t ala 
BroU.:r.' H.nuU, Tamala1 II/a 
!roil.n 

, 
Kafr Sl!.clkh Utnyat Monh.d aI. 

IroU.n" Itdr Sheikh Koll E:' Rssar ./. 
'roil.:.S MenuUa Tah Shubra a/. 
Cattl. f1ttel11n,) 1I.oy SweU Ib.haa. 5.54 
Cattl. ht:.nin; " Kdr Shdkh tUt Df,.!)ah a/a 

C3ttl. fllttenlns 4 Kafr Sl",ikh Abou l~one1l1U1h . /. 
Cattle fatt.nir.s6 S:lIrk.y.S hnhout ./. 
~ttle f~tt~nlns5 McnuUa Arab E1 "'all n/. 
Calf :"ar~o,3 1~a1)"oubeya EkYlld D.IV't. nIl 
Olive Pidtlin,) '.you. Fidiceea 6.91 
Srick pro~uetlon3 Kina .:111'&_ a/a 
Ccn:l!ie t11 •• 3 ltena H.san r.ibl1 nil 
Ceramic tl.l •• 

4 He"". AbuGerl all 
C.ralile 't11e. 4 

lilOl· Shalaltan ala 

Aerie. =achinlry ~ Fayou. H.war~c E1 Hakt .. a/. 

Ut.crobu.3 Kal"oub.y. K1 t 1t,,\An. a/. 
Klcrob'lSaS Sharkl. JC.afr Ibrllh a/a 

Klcroblll.S Cl&a Maaid :lih!ltha CI/" 

egu1t7 lo.flned •• ~ lons tom debt 
10nl to till ~.b t 
+ equity 

10n& tera debt 
+ "quit,. 

latanlt 
Debe •• "tc.2 I·YMllta 2 

Debt1 net ,roUte 'abt II !'V 1 :. coy.r... 11 .11 
• ll1teren coy.ra.e ~c 1011.ry •• p.~ ••• 

E9u~tY pa\'"1I.ncl curr.nt C"IU are lncluded 

'1:19 .11 ,.00' 4.05 7 

'8:12 .16 1.31 1.14 ./. . 1' l~.i, 7 ./ . 
a/a .17 4.02 i:!4 ./. .09 2.01 . ., 

.",. .,. .54 ./. 
u/. .21 .69 ./. ./. 2.1~l 3.,,' all 
ala .1.4 1.2) ai, 
ala .05 ).16 1)1. 
ala .04 4.04 a/. ./. .5) ,.U' a/. ./. .23 • 15 ./ . 
51,42 .06 2.27 .17 
a!. • 16 .t3 a/ • 

./ . .05 2." a/. 
aI. .77 1.2" a/. 

a/. .15 1.77 11/. 

a/. .05 21.907 19.1' 

46:54 .23 .n .31 

a/. .12 1.33 1.05 

n/. .11 1.45 .76 

~/. 1.34 • 41 a/ • 

a/. .71 •• 2 a/. 

n/. .46 ..5 a/. 
a/. 1.56 .n .20 
a/. .11 1.1' a/a ./. -:.91 1.67 a/. 

Aver •• e: .39 1 • .,' 

S.D.: .n .95 

2Deflaed .1.: Net incoae+d.prec1arlon+t.~t.r •• t+poy.o~ 
Lo.n ,rincLpal aad lnt.r •• t payaoat. 

'Site viliu 4FUe• information ~Cal' Stulii.. 6proJ.ct o,.rated J.'Ii.-Sept, til. a wu I".,eneled 

',ot includina projects Iti11 in thelr arace ~eriod 
~: LDr files and fidd viaits 

7 
Still in ,rac, ,eriod 



~R£AK~ PRICE ANALYSIS FOR VISI~ED PROJECTS APPENDIX V-7 

Activity Current Price Current I3reakeven "rice Cash Breakevenprlce (lnc1udlnv 
tGovernorata) Project At current Inclu(hng sub- subsidized labor and loan 2 

Village ' Unit !.Dr Project Market prGductiori1 costs .iGieed labor principal, ainus depreciation 

EVCJ production per ~ 7.5 p~ 10 1,125,700 p~ 6.9 pT 7.3 pT 7.7 
(Ch.) eg9 
!!!!l 

ECJCJ production per p'l' 7.5- p~ 11- liOO,645 pT 6.4 pT 6.1 ~ 7.3 
(Fayoua) egg 1.0 l2 
Zawzet El kerad •• 

Drcoder prOduction 35-45 p? 10 pT 15- 10,950 pT 48.7 pT 66.2 ~ 86.1 
(Kena) d~y 80 
Hara2e:ta bird 

Brooder production 30-45 p1' 10- pT 80- 15,510 pT 36 pT47 pT 50 
(Kena) day 15 90 
Abnoud bird 

Catlle fattenin~ kg LB 1.6 LE 2.0 14,20' LE 1.51 LE 1.61 I.E 1.65 
(Beny Sweif) on 
Ibshana hoof 

Calf production kg I.E 2.1 I.E 2.4 20,430 LE .17 LE .,., LE 1.12 
(Kalyoubeya) on 
Ek~ad DC2wei hoof 

011 ve pickling kg pT 70 LE 1.0 43,315 pT61 pT 66 pT7t 
(Fayoum) 
Fidilf.ct!n 

Brick production per I.E 36 ~ 36- 1., aill. LE 30 LE 33.6 LE 36.4 
(r.enA) 1000 40 brick. 
Khozam brick. ---
Tiles production per pT' ~ 10 130,000 
(Kena) tile 
He9aza Kibli (ce.ent) 

(ceraale) F'l' 13 p1'15 16,000 pT 1.7 pT 9.t pT 10.t 
avera~e: 2T 10.5 205,000 

Microbus avo 
(ltalyoubeya) seat . pT 15 pT 30 42,140 p~ 16.1 pT !1.5 pT 21.4 

Mit Kenana 

1CAlculatdd fro. .a1.. figure • 2A.au.ing principal repAyaent . 
~ 

Scuroo: Village project financlal .tatements and convccs~tion. with villava project eanagers and aCCQuntants 



APPENDIX V-8 , -
DISTRIBUTION OF BONUSES IN LnF PROJECTS VISITED 

Type of Project 

Ell production 

Ega production 

Brooders 

Brooders 

Cattle fattenina 

Calf rearing 

Olive pick.ling 

Brick. production 

Tile production 

~licrobus 

Bonus EXEenses + Bonuses from Distributed 
Location Uet Income + Bonas Expenses 

Soa1 .26 

Zawyet Keradsa .27 

Hsrageya .07 

Abnoud .20 

Ibshana .45 

Ekyad DegYei .02 

Fidimeen .30 

Kho::am .26 

Hegaza Kib1i 0 

Mit Kenana 1.08 

Average: .29 

(S.D. - .31) 

Profits 



UTILIZATION or CAPACITY A."m DEHAND FOIt PRODUCTS SOLD IY Lor paOJECTS VISITED APPENi>IX V-9 

Type of Project 
Location 

Ega production 
~ 

Ega production 
ZallYet Keradsa 

ilro.,dc:rll 
Haraso!y~ 

Brood.era 
~ 

C4ttle tatteninl 
Ibshan~ 

Calf ra.dnl 
[",ad ~I"el 

OUva pickUnl 
Fidl.ce!!. 

Brick pl'od~ctlon 
~ 

Tllea production 
Hl:laza 1t1bU 

tucl'obus 
~) Hit lahina 

CuI'I'.nt 
Production 

1.125.100 

600.6U 

10.9SO 

,.1'/U.510 

1',.206 
Ita 

" calv •• 
(20.41Ok,) 

U.lIS ta 

1.6 .Ul. 

1l0.000 
ceaent. 
86.000 
.aa.le; 
vtd aVI 
205.500 

42.190 
rIde a 

Production 
Capacity 

1.300.000 

1.000.000 

24.000 

20.000 

360 ton. _ boof 

150 

to tona 

6 .111. 

300.000 
t11e. 

51.000 

Current 
"rodu~ 
pru,Jue Lloll 
capacity 

•• 7 

.60 

.46 

.11 

.61 

.66 

.41 

.27 

.69 

.• 13 

Potential 
aal~tI in vl­
dliltY/r~l'lod 

72.000 

80.000 

Un 111!1lted 
de •• md 

Hartet 
.at.lrated 

12 .1111_ 

646.000 

S8.0oo 

Curent 
produc1!!!! 
potellt 'al 
aaLell 

.U 

.U 

1.00 

.25 

.JJ 

•• 13 

Co~l!nt. 

~~.atin& below capacity due to hlah 8Ort.l1t, 
of chlckena (20%) 

Local .arket ia aatura~ed but ecta coul. b. 
auld in Cairo 

Have received .econd LOr loan to e.pand productl.a; 
nov operatina at 2/1 cap.city 

Have begun project that doublea cunent vUlal.' 
production of broodera 

L~ck of vurkina caplt~l haa p~o!vented project fro. 
0l,cratin& at full c:"pacity; an wr loan of 
1£ 60.000 v~a dl.bursed late Nov. 11 fur purchaa •• , 
calveai while I'espondenta cial.cd the) wera ,I'''uc­
inc unly 220 toes/yr. they aold 100 tona 1a 12!11 

Leek at vorkina cap!tal conatralned e.pan.lon of 
op.rattoni LE lS.OOO lOF loan dlaburaed ~,y til vill 
be ,,:,led to purchallu .are calves and diveraUy into 
cattle fattenina operation 

Re.pondenta b~lLeye proJect operate. at full c.,.crr, 
but salell flaurea lndlcaLe otberwla. (dlacra,aoc, auc 
accounted ro~ by Inventory)i 90% of .ale. out.I'e local 
ar .. :a, .3n.I,er. believe &alea cannot ba Increa" 

Thou&h resp ... ,dcnta clai.~d production vOla 1 .111loa. 
aales l~vel indicates only 1.6 .lllion produc.d; 
local resIdents havo svitched fro. unfired tu fir" 
bricks alnce flooda In the lata 1970'ei loc.l ...... 
atrong due to Increased fa.l1, iacGae co.'a, fra. 
relatives working out&ide ESypt 

Cannot expand cureent production due to ce ... t 
.. i,ortagea and deHvery del31a. a. _11 ..:e "I'ealt­
downs of aachlner,. 

The LDF .1crobua I. aubject to the loyemorat. rel.le­
tiun that .l=rob~.e~ P.t!!t vait In U"e .t tlla flr.t 
boardin; atatlon until each bu. 1a full; this 11alt. 

l'~'~~~ __________________________________________________________________________________ t~l~le~n~u~Rb~e~r~o~r~t~r~ir~s~t~h~,3~t~c~a~n~b=e~ .. ~d~. ______________ __ 

oJ • 

Catda! fatlenlDI 
lCalisasaln el 
"adl~a 

llane,. productioD 
~ 

21 hea' 

520 kl 

55 hea' .51 

1000 kl .S2 

area could 
absorb 2-3 
ti ... thl. 

Lack of vorklna capital h.a prevented .... nalo •• f 
the enterprise. aecor.Unl to l'eapondenUi fI. .... ci.l 
.tnteacnta vere not 3v;&Ualile to Yel'lf, this ,ro"l .. 

The project Initially i~tended to pr~uca ,.ee ..... 
(1'1' vhleb there v;a. unUaUed '.:untl 1ft tile loc.l 
lL,rkct· thi. vaa unaucce •• f.l and til. ,roject 
cila",eJ to honey production; C.ll c~pac1tl vll1 lie 
reacbeJ neat year 
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~N!)IX VI-l 

_--- OlAtRHAN OF ()RDF."~'--________ _ -----Ch.l~n·. Off1ee~-- LiJr Goard or !)lre~t(lrs 

i " Teen Off. ~ubllc Itolntlnllli 

AU. - Se~retarl:lt Security Office! 

r--------+---------.., 
ntr. Int' 1 f.Srlwmcnu p"-'l:.:r:..:":-:;R~r.'"'!;r~.:.::\.;;.r:.eI:.:.I-"::....;F:,..;l::lInn-('.!! DLr~'=tor of l'1:1m,ln& ,.---__ --AI. ° - \ I L-,-____ ~I 

Tr;11ning' ForeiGn Trotnlll,; "';'relgn .'1 n;mce , St"tl~tl.I·1I ! EVilllI .. lit>1I rLannln,; f01 
Cnol,era- 'ul",ln. -:,. Rl'SL'nrch, 1'-fr~'.!.~-=-1 Jh~v('l\.'"..ent 
L 1011 ,\H" 1 r. ! oO':III1lI.!1I1" t I un 

Local Troalnlnc - I . 
- Furl.! tl;n f lt~all. -i ~~ I)('\'e I • )-"., I I U°';-i'j! _I 

Relali.nn!! _ Arl"lIs I RC:I"ilrcl.!. I 
f.(:t'nOflllc 

I' L'II'" rill! 

~re18n Train!n, 

C,'nC er­
CIlCC!I I. 
C .. nlldttec5 

A,II:II n. I III r (lr ..... t LOll AI'P 11 rd eva 111:1 l ii'" ~ 5nc 1:t1 
• Alf."\i!.!--, _C(!nt.~'· ~i;rt:;lo Plilnnln, 

I'C'"RIIIlI'&" ,J r:,ysJcd 
~~ 

J 


