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I. Summary and Recommendations 

A. Activity Title: Decentralization Support Fund (Amendment 1) 

B. Activity Number: 263- (Decentralization Sector Support) 
PAAD 

C. Coordinating Agency: Ministry of Investment and International 
Cooperation - Department of Economic 
Cooperation with U.S.A. 

D. ~ementing Agency: 21 Rural Governorates and Cehtral Department 
for Local Goverr~ent - Ministry of Investment 
and International Cooperation 

E. Activity Budget: U.S.$. 100.0 Mlllion 

F. Life of Activity: 5 Years 

G Total Activity Costs: U.S.$ 120.0 Million composed of: 
U.S.$ 100.0 Million AID Grant Funds 
U.S.$ 20.0 Million GOE Contribution 

H. Goal: To assist the GOE to achieve its policy objectives in 
economic and administrative decentralization. 

I. Purpose: To support and accelerate the process of administrative 
decentralization to rural governorates by increasing investment 
budgets under their jurisdiction for procurement of capital 
equipment. 

J. Activity Outputs 

(1) Equipment - as determined by governorates to be necessary 
in accord with local priorities - in operation, directly 
providing basic services directly to residents of the 
governorate. 

(2) Administrative planning and management experience gained by 
governorates in developing requirements, budgeting, preparing 
specifications, deploying and maintaining equipment. 
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Total 
K. AID Activitr InEuts: Original PP US $ Amended US $ 

(1) U.S. Goods for Governorates 48,730,000 98,700,000 

(2) Technical Consulting Services 640,000 440,000 

(3) Evaluation 305,000 305,000 

(4) Contingencies/Training 325,000 555,000 

TOTAL 50,000,000 100,000,000 

L. GOE InJ?Uts: US $ mil. US.$ mil(Equi v.) 

(1) Operation and Maintenance Costs 9,674,000 14,643,000 

(2) Inflation (LC Services) 3,071,000 

(3) 2% for procurement and services 
rendered by TEC & EGC 180,000 1,786,000 

(4) Inland Transportation 146,000 500,000 

TOTAL 10,000,000 20,000,000 
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M. Recommendation: 

AID approve an allocation of up to $50.0 million under the 
Decentralization Sector Support, of this up to $1.0 million will be used 
for local currency costs (i.e., liaison team and contingency funds). 

II. Activity Description 

A. Activity Background and Problem Statement 

The impetus for the De~entralization Support Fund (DSF) came from the 
convergence of three important trends in Egyptian local government which 
form the background of the activity and provide, in summary, both a 
statement of the problem and a description 0: the opportunity. 

The first trend has been a consistent effort on the part of the GOE to 
decentralize authority. The present local government structure came into 
being in the late 1960s when the village council was created and endowed 
with a set of defined responsibilities. Although the grant of authority 
was minimal, this was at least a beginning which fostered more op~n 
discussion of village needs, resources and goals. Encouraged by these 
developments and pressed for more effective local development, in 1975 
the GOE promulgated a revision of the local gover.runent structure. 
Village councils were elected, given more power and their taxing 
authority was widened. Governors were accorded many of the decisions 
once made by central ministries; and a new unit, the district or markaz, 
was created to bring technical services closer to the villages. With the 
added insight of experience, the GOE re-emphasized decentralization in 
1979 local government law revision by strengthening the governorate and 
expanding village authority in Activity selection, finance and operation 
under law 50 of 1981. In just over a decade Egyptian local government 
has become, at least in law, one of the most decentralized systems in the 
developing world. 

The second trend, less positive, has been a decline in capital investment 
in the rural sector, particularly during the 1960-1975 period. Though 
investment was relatively stable averaging between LE 52 and S4 million 
rising demand for food and social seI'vices brought about by rapid 
population growth outpaced investment. Rural areas suffered through a 
widespread deterioration of small scale infrastructure which has provided 
a vital link in sustaining economic and social livelihood. Not only did 
construction dwindle, but maintenance and reconstruction fell off, adding 
to the decline. In the recent past approved investment bucget 
allocations have averaged about 10 percent of requests submitted by the 
governorates. In 1978 and 1979 investment level budgets approved for 
governorates represented only 3 percent of total public sector 
investment. In 1980 and 1981, however, while requests stayed about the 

\ \~ 
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same, approvals of ~nvestment budge'cs increased to about 30 and then 35 
percent, reflecting increasing GOE commitment to decentralization. 
Despite these increases, however, the estimated shortfall in governorate 
investment budgets for 1980 totals some LE 500 million, thus indicating a 
significantly high level of unsatisfied demand for investment budgets in 
rural governorates. 

The third trend has been the gradual growth of local administrative 
experience. Substantial experience has been gained in many areas of 
local govenlffient administration, but a lack of institutional and 
personnel capacity remains in critical development roles. Recent field 
studies in rural areas which touch on local gove~~ent indicate 
deficiencies in trained personnel, organizational arrangements and 
management skills. The need for planning, budgeting and Activity 
management appear at al1 levels. A new activity, Decentralization 
Planning and Management, is designed to support the process which will 
encourage the introduction of development planning and management systems 
in local government from village to regional levels. 

Although these trends point to problems they underline as well 
significant opportunities. USAID has a substantial commitment both 
underway and planned in support of the GOE's policy of decentralization 
which it believes over time should make substantial contributions to both 
productivity and equity in Egypt. Projects underway include Development 
Decentralization I (001), and Title III/Basic Village Services (BVS), 
which aim at strengthening the capacity in governorates and villages to 
plan, manage; implement and maintain locally chosen income generating and 
basic infrastructure projects. This activity, the Development Support 
Funa, is helping accelerate the decentralization process in governorates 
by increasing the governorate's capital investment budgets - thus 
addressing concerns outlined in the first two trends discussed above. 
Training of governorate staff, while not a part of this Activity is an 
important aspect of the decentralization process and a new Activity, 
Decentralization Planning and Management, has been submitted. Such 
training together with a comprehensive decentralization effort in the 
future of the Decentralization Sector Support. 

B. Goal 

The goal of this Activity is to assist the GOE to achieve its policy 
objective in economic and administrative decentralization. Such 
decentralization is premised on the assumption that increased local 
government responsibility for local development activities will result in 
a more equitable and self-sustaining development process relevant to both 
national and local interests. 
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C. Purpose 

The purpose of the Decentralization Support Fund Activity is to support 
and accelerate the process of administrative decentralization to rural 
governorates by increasing investment budgets under their jurisdiction. 
While under this Activity the most immediate result will be capital 
equipment, the infusion of tile equipment itself and the experience gained 
through the planning and procurement phases of the Activity should 
greatly strengthen the decentralization process. 

D. Rationale 

The strategy used to gain the purpose rests on the pressing need for 
equipment at the governorate level to provide essential services to 
governorate population. The deficit in needed equipment brought about by 
inadequate investment during the 1960s and 1970s has led to a serious 
deterioration in many basic services. As a result, the inadequate, or in 
some cases, the complete lack of vital services (e.g., sanitation, 
ambulance and firefighting equipment, water systems, etc.) limits 
opportunities for increased social and economic benefits to the rural 
population. By making funds for equipment available to governorates, 
services can be expanded and existing infrastructure better maintained. 
There is a clear distinction betlieen the BVS Activity and the DSF. In 
the case of the former, emphasis is on village level systems, i.e., 
village sanitation, village roads, etc. In the case of the latter, 
however, the equipment will be used to expand or maintain more complex 
and generally governorate-wide systems. Linkage between the two will be 
considered in developing future equipment needs. 

The increased resources provided by USAID to the governorates under this 
Activity should also serve a "pump priming" action which should increase 
budgetary flows in the future. This will be brought about by two 
factors; first, because the administrative and technical capabilities in 
the governorates for handling larger ir."!estment levels (i. e., the 
experience gained by doing) will be demonstrated and, second, because 
increased resources once available will create a strong, popular demand 
for their continuation. The Mission is undertaking a budgetary baseline 
analysis with CAPMAS and will be looking to the presentation of the 1983 
Investment Budget to the National Assembly in June 1982. 

The Decentralization Support Fund provides a foreign exchange facility 
through the structure of the GOE budget for governorates to purchase 
needed capital equipment. Analysis of governorate equipment needs, point 
to a strong requirement for foreign exchange financing considerably in 
excess of the funds to be made available under this Activity, likely to 
be available in the Investment Budget, and that the type of equipment 
needed lends itself to U.S. procurement under AID Regulation I procedures. 
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The decentralization process in governorates is new and untested. It 
appears to have enthusiastic support frem President Mubarak, most senior 
cabinet officials, and the various governors. Procedures and 
acministrative mechanisms remain to be developea and tested and the 
inevitable tensions arising from the introduction of this new 
governmental initiative resolved. At present, in this and other similar 
activities, USAID is at the forefront of the decentralization process and 
as governmental procedures evolve and are revised, so will it be 
necessary for the USAID to revise some of its decentralization 
mechanisms. It is this reason that the Mission has prepared a new 
sectoral decentralization effort in FY 1982. 

E. Activity Outputs, Inputs 

This Activity proviaes foreign exchange financing under AID 
Regulation I procedures to purchase equipment for rural governorates 
in order to assist them in expanding and maintaining services ana 
eXisting infrastructure. It also includes funding for the local 
hiring of a local technical consultant to assist governorates, the 
Ministry of Investment and International Cooperation, the Ministry 
of Planning and USAID in the activity implementation. In addition, 
funds are included to evaluate activity results. The GOE provides 
operation and maintenance funding to support the equipment, staff 
time devoted to the activity on the part of central government 
ministries and governorates, contract procurement services, and 
inland transportation to distribute the equipment. t~ajor activity 
outputs will be varieties of capital equipment (as determined by 
governorates in accord with local priorities) in operation directly 
providing services and ~aintaining infrastructure which supports 
large elements of the rural population. An additional output will 
be increased capabilities and experience gained by governorate staff 
in the planning, procurement and operation of capital equipment, and 
in utilizing ana relating these components to other local-level 
development activities. 

F. Relationship to Development Objectives 

1. Relationship to GOE Cbjectives 

The GOE objectives, particularly those concerning aecentralization 
of administrative and governmental authority, are stated in the 
explanatory memorandum which preceded issuance of the 1981 Local 
Government Law and its Executive regulations. Among the most 
important of these are: 

(a) The need to support and aevelop local government in order to 
transfer central authority to localities. 
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(b) The need to support local government units to solve problems 
locally. 

The DSF is in direct support of these objectives. 

2. Relationship to the Mission CDSS 

The 1982 CDSS includes decentralization as a major element of AID 
strategy in Egypt consistent, as previously noted, with the aims of 
the GOE. In particular, the CDSS emphasizes that decentralization 
is aimed "at fostering local administrative initiatives in the 
interest of greater operational efficiency and at broadening the 
role and responsibilities of project managers th~oughout the 
structure of public sector". It was also pointed out that weak 
local government has 'meant that the people concerned have had little 
voice in determining what kinds of social and other governmental 
services are most important to them ••• " As described earlier, by 
increaSing investment resource flows to the governorates the DSF 
should foster greater local efficiency and initiative. 

3. Relationship to USAID Activities 

The DSF relates generally to many USAID activities concerned with 
the process of decentralization. By focusing on the governorate, 
and building local capacity for administrative and governmental 
actions, the Activity will contribute to and parallel other 
activities in support of dece~tralization as well as such activities 
as rural health, social welfare, etc. Similarly, as the sub-project 
encourages local decision making in matters affecting the choice, 
and the financing of capital/equipment, this experience can be used 
to underpin human service activities conceived at the local level. 
This Activity will involve many of the same governorate officials as 
does the DD I and BVS activities. More specifically, this Activity 
relates to the following ongoing and planned activities. 

(a) Development Decentralization I 
(b) National Urban Policy Study 
(c) Provincial Cities 
(d) Basic Village Services 
(e) Neighborhood Urban Services 
(f) Basic Education 
(g) Decentralization Planning and Management 

~ 
\ 
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4. Relationship to Other Donor Activity 

There are at this time no other donor activities in rural areas 
which would in any way conflict or duplicate activities proposed 
under this activity. Ongoing activities of major donors impacting 
on rural areas are very limited in purpose and funding. Unlike the 
DSF they tend to be site specific, discrete in nature, and limited 
mainly to technical assistance. Moreover, to our knowledge, none 
have explicitly linked donor assistance to the decentralization 
process. The success of this Activity and other AID activities in 
this area should result in increased donor interest in the process 
of decentralization. 

III.Activity Analysis 

A. Implementation Plan 

Through experience gained during implementation of the first tranche 
of DSF (0143), USAID has developed valuable insight into the 
organization and functioning of rural governorates. Based upon this 
experience, USAID and the GOE have designed the implementation plan, 
to the maximum extent, upon existing procedures and organizations. 

In the main, Activity implementation is based upon procedures 
developed under the Commodity Import Program~ however, some of the 
conditions under which the DSF operate differ from those under the 
CIP. First, the raison d'etre of the CIP is to provide a foreign 
exchange mechanism for relief of balance of payments problems. In 
contrast, the DSF, while providing foreign exchange for equipment 
imports, has as its ultimate objective support of decentralization 
process. Second, the CIP has been, for the most part, 
geographically centralized while the DSF has 21 geographically 
dispersed clients; this brings about a need for coordination and 
consolidation of requirements. Third, present users of the CIP are 
by now generally attuned to such processes as requirements analysis, 
performance specifications, technical specifications and the like. 
Clients of the DSF had less direct experience with such planning 
procedures but responded well under the initial tranche. Finally, 
users of the DSF (governorates) may have greater difficulties in 
assuring maintenance of equipment. 

To accomodate these differences, the following elements have been 
added to the DSF. First, overall activity management within USAID 
has been assigned to the Office of Local Administration and 
Development within the USAID/DRPS. This assignment has been made in 
order to emphasize the activity's relationship to the 
decentralization process and to assure that such considerations 
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as the appropriateness of equipment relative to needs are given full 
attention. It also permits direct engineering and technical support 
from DRPS. Secondly, the Ministry of Investment and International 
Cooperation acts as an overall coordinator of the Activity in such 
functions as assuring conformance with eligibi.lity criteria, 
consoliaation of requirements anc centralized procurement. In 
aeveloping procedures under the initial tranche, the Ministry of 
Investment ana International Cooperation contracted with two public 
sector trading companies to provide the following procurement 
services: receive bids; evaluate bids; recommenc awards; sign 
contracts; open letters of credit; inspect equipment prior to 
shipment; clear equipment thru customs; deliver equipment to 
governorates. These services are met from the GOE contribution and 
have been at a high professional stanaard. Third, several local 
consulting engineers have been hired by USAID under the general 
rubric of a "Technical Liaison Group" to assist governments in the 
development of equipment lists, outlining perfonnance 
specifications, monitoring equipment utilization, etc. They have 
also been instrumental in enabling governorates to devise the 
requirements analyses system and other Activity safeguards to assure 
proper utilization and maintenance performance. 

Before turning to a description of the sequencial steps of Activity 
implementation it would be useful, to outline ma:or responsibilities 
of the organizations involved in DSF implementation; i.e., the 
Ministry of Investment and International Cooperation and the 
Ministry of Planning, the· governorates, and USAID. 

(a) Ministry of Investment and International Coooeration - As in 
the case of the Commoaity Import Program, the Mlnlstry of Investment 
ana International Cooperation is responsible for making initial 
allocations to governorates (with modifications as discussed below), 
reallocations ana further '.:stablishment of eligibility criteria for 
equipment. The t-linistry is also responsible for activity 
evaluation. These functions are carried out by the Department of 
United States Economic Cooperation. This Department acts as a 
mechanism for channeling technical assistance to governorates, 
reviewing governorate equipment submissions for eligibility, 
arranging whenever possible for consoliaating procurement, 
overseeing actual procurement, and port handling, customs clearance, 
ana internal aistribution of the equipment financed under the 
Activity. To stregnthen the capacity of the MOIIe to carry out its 
responsibilities, AID has financed consultant technical services, in 
particular, the consulting services (Egyptian senior engineers 
forming the Technical Liaison Group) are assisting governorates to 
develop requirements, equipment lists and performance specifications. 

I 
l7 

\ 
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(b) Ministry of Plannin~ - The MUnistry of Planning is r~sponsible 
for coordinating the t[ 's visits to the Governorates and in 
advising the Governorates of the nature and purpose of the 
Activity. In addition, the MOP is responsible for reviewing 
requirements analyses to assure they are within the framework of the 
GOE S-year plan. MOP will also be an active element in the 
evaluation of the DSF in the future. 

(c) Governorates - The governorates are re~onsible for analyzing 
their respectIve capital assistance needs, aetermining priorities 
for the investment budget and for development of performance 
specifications. In developing these specifications r the 
governorates have had the assistance of the Technical Liaison 
Group. The governorates also approved technical specifications 
after being developed by the Technical Liaison Group. In addition, 
where necessary and at the discretion of the Governors, assistance 
of the central ministries can be called upon to assist in more 
complex procurements. It is anticipated, however, that most 
procurements will be of standard, relatively uncomplicated items of 
equipment. Following procurement and delivery of equipment, the 
various governorates will be responsible fOl its operation and 
maintenance. 

(d) USAID - USAID's role in monitoring and supporting Activity 
implementation is essentially fourfold. First, it is concerned with 
Activity. implementation within the context of decentralization; 
i.e., the extent to which the various governorates are progressing 
in their ability to determine requirements, set priorities, develop 
specifications, as well as manage, operate and maintain capital 
equipment. Second, it has reviewed the screening of governorate 
analyses of requirements, equipment lists and performance 
specifications by the Ministry of Investment and International 
Cooperation to assure general appropriateness and conformance with 
eligibility criteria. Third, it is assisting the Ministry of 
Investment and International Cooperation in the development of 
technical specifications and in the bidding and procurement 
processes. Finally, it works with the Ministry of Investment and 
International Cooperation in its evaluation of the activity. 

These arraJlgements were confirmed in satisfaction of initial CPs and 
have proved entirely satisfactory. The Ministry of Investment and 
International Cooperation confirmed the allocation to Governorates 
and have completed the process for the first allocations. 
Governorates have been notified of allocations to their individual 
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governorate investment budgets. All governorates except the more 
urban governorates of Cairo, Alexandria, Port Said, Suez and 
Ismailia are included in the DSF. The 21 governorates included in 
the DSF each received an initial allocation of $2.3 million. The 
USAID and GOE agreed that from a practical and political standpoint 
initial allocations would be on an equal basis. From USAID's 
experience under the BVS and DD I Activities, as well as 
reconnaissance undertaken in develoment of this Activity, it is 
clear that this level is well below the potential investment needs 
of governorates since the shortfall in 1981 between requests and 
approval in the 21 governorates is on the order of $500 million. Of 
this $500 million, over one-fourth has been identified as a foreign 
exchange requirement. At the same time the DSF represents a real 
increase of almost 20% in the investment budgets of the 21 
governorates, which should be of sufficient size to have a 
significant impact on the governorate's services without taxing 
their capabilities. 

The M[nistry of Investment and International Cooperation (Department 
of U.S. Economic Cooperation) and USAlD have set eligibility 
criteria for equipment. In general terms, the equipment must be: 

(1) in general conformance with the 5 Year Plan. 

(2) cost effective and appropriate to its intended use. 

(3) of benefit to a broad segment of the population. 

(4) easily operated and maintained and within the financial 
capabilities of the governorate to maintain it. 

(5) necessary in relationship to the type and amount of 
equipment already owned by the governorate. 

Restrictions beyond those standard to AID financing are relatively 
few. Equipment is limited to use by governorates. Public and 
private sector commercial users are not eligible. (Both already 
have access to foreign exchange through other mechanisms.) 
Limitations have also been placed on establishing or increasing 
force-account capacity of governorates in order to encourage 
expansion of private sector contractors in these areas. For 
example, a large grader or dump truck used for road construction is 
not eligible for Activity funding "if it would create or increase the 
governorates' road buildinf capacity but a small grader or dozer, a 
6-ton dump truck, or a sma 1 front and end loader with a backhoe 
attachment to be used for road maintenance is eligible. 

~1 
\ 
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While allocations were being made to the governorates and criteria 
developed, AID contracted for and began to use the Technical Liaison 
Group (TLG). The MOIIC had submitted a list of generic equipment 
immediately needed by the governorates. USAID went ahead with the 
procurement of generic items after extensive consultation with the 
governorates. The generic items were in real demand and reflect 
popular problems. The equipment was actually allocated to the 
governorates based on a subsequent assessment of requirement 
analyses. Following notification of increases in investment budgets 
and upon receipt of eligibility criteria, the governorates analyzed 
their capital assistance needs, and developed requirement lists, 
performance specifications and technical specifications. The 
Technical Liaison Group has assisted them in this task, and in 
particular attempted to ascertain that: 

(1) the type of equipment requested is reasonably suited to the 
task envisioned. 

(2) the quantity of new equipment requested is reasonable in 
light of existing equipment inventories. 

(3) performance specifications for new equipment insure its 
compatibility with existing equipment. 

(4) the cost of the equipment is reasonable in light of its 
intended use. 

(5) periodic maintenrulce is possible and probable. 

(6) the equipment meets AID and any GOE commodity eligibility 
requirements which is established for the Commodity Import 
Program. 

Each governorate submitted the requirement analyses, proposed 
equipment lists, and performance specifications to MOP/MOIIC and 
USAID for review. The MOIIC (assisted by the Technical Liaison 
Group) reviewed performance specifications for equipment to be 
procured under the Activity. In carrying out this function, the 
MOIIC confirmed that specifications were appropriate for the use 
intended. The MOIIC assured to the maximum extent possible, the 
uniformity and compatibility of equipment procured under the 
Activity and took into account any special problems of procurement 
and the cost of the equipment. 

t~on receipt of the requirements analysis and performance 
specifications for equipment requested by the governorates and 
reviewed/approved by the MOIIC, they were submitted to USAID for 
final consideration. The USAID then advised the Technical Liaison 
Group and the governorates, as required, in the development of 
technical . 
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specifications and bulk procurement packaging. USAID, in 
coordination with the MOP/MOIIC, Technical Liaison Group, and AID/W 
Office of Commodity Management (SER/COM) developed and refined 
technical specifications so that they were appropriate for bidding, 
and ascertained that each IFB issued included as appropriate: (a) 
suff.icient allowance for spare parts (standard spare parts allowance 
is 20%); (b) provision for familiarization courses (U.S. and/or 
Egypt) to ensure proper utilization and maintenance of equipment and 
(c) allowance for special maintenance tools, supplies and training. 

SER/COM, after receiving USAID's, the governorates', and the MOIIC's 
concurrence on specifications and terms of the IFB, proceeded with 
the issuance of the IFB notifications of the procurement in the 
U.S., and forwarded copies of the IFB to the Egytian Embassy in 
Washington, D.C., for distribution to interested U.S. suppliers, as 
well as to USAID and the governorates. 

The MOIIC had contracted two public sector companies as part of the 
GOE contribution, to receive bids in Cairo and open them on bid 
opening date in the presence of a USAID representative. USAID, 
after examining proposed awards to ensure that they were in 
accordance with IFB's terms and €onditions, issued a letter of 
instructions to the purchasing companies (TEe & EGC) regarding AID 
procedures to be followed in finalizing the purchase contracts and 
opening letters of credit. TEC and EGC will assure proper handling 
of equipment once it has been received in country, its passage 
through customs and its delivery to the governorates. They will 
also be responsible for preparation of receipt reports and other 
required documents. 

Governorates will be encouraged to fully program their initial 
allocations, but experience indicates this will likely require some 
internal shifting of requirements in governorate budgets and 
possibly some additional retendering before the entire process is 
fully and institutionally being applied. 

B. Administrative and Technical Analysis 

1. USAID Capabilities 

The USAID Office for Local Administration and Development (LAD) 
under the Assistant Director for Development Resources and Pro~ram 
~I~~A_. (nnn~' L__ ••• --
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In addition, USAlD's Office of Local Administration has 
responsibility for review of governorate requirements analyses, 
equipment lists, and performance specifications. In the former 
context, all individual purchases for one governorate for one type 
of equipment over $1 million where construction, expansion or 
alteration of a physical facility is involved, are reviewed by the 
USAID on the same basis as the activity justification paper is now 
prepared under the Commodity Import Program. Responsibility for 
review of technical specifications and liaison with the Ministry of 
Investment on bidding and procurement is also undertaken by the 
Office of Local Administration and Development in coordination with 
the Office of Commodity Management and Trade to insure that there is 
no duplication of activities. End-use checking is the 
responsibility of the USAID Controller's Office. 

2. GOE Capability 

The ~tinistry of Investment and International Cooperation Department 
of U.S. Economic Cooperation, at the macro level, i.e., making 
allocations, reallocations, establishing criteria, etc. has 
extensive experience under the Commodity Import Program and few, if 
any difficulties should be experienced at this level. The MOIIC has 
had less direct experience with the bidding and procurement 
procedures under AID Regulation I. To meet their requirement, 
contracts were extended to Tractor &.Engineering Co and Engineering 
General Co. 

Capabilities at the governorate level varies. Many governorates 
already experience in Regulation I type procurements through the 
Commodity Import Program and in the original DSF Activity. MOst 
governorates also have gained experience in establishing 
requirements and in developing priorities. The very nature of the 
DSF, however, that of shifting the major responsibility for 
decisions and planning from the central ministries to the 
governorates, introduced a new approach to the governorates. In 
addition, Regulation I introduced new procedures. Therefore, the 
support of the Technical Liaison Group has been important, 
particularly in the development of specifications. 

Another area of capability that is kept under review is the question 
of maintenance of equipment. To minimize the problem: 
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2. The Technical Liaison Group have certified in its submissions 
of requirements analyses, that maintenance capabilities for 
given items of equipment are in place or being prepared. 

3. Spare parts have been ordered, as appropriate, in the same 
IFB and bought a.s part of the same contract as the original 
equipment. 

4. When appropriate, only suppliers having maintenance 
capability in Egypt will qu~lify as equipment suppliers. 

s. Instructions regarding use of and preventive maintenance on 
equipment have been ordered in the same IFB and included as part 
of the contract purchasing the original equipment when 
appropriate. Operation and maintenance training is required 
with all equipment ordered. 

C. Economic Analysis 

(See original pp) 

D. Financial Analysis 

The Activity will total $ 120 million of which $ 20 million will be 
provided by the Government of Egypt (GOE) as counterpart to the 
Activity. The Activity funding period extends from December 1980 
through 1985. Tables I and II Financial Plan and Projection of 
Expenditure reflect projected costs by specific inputs, by cost 
elements and by foreign exchange and local currency. A summary of 
projected costs by element and source of funding follows: 

(u.s. $000) 
Projected Costs 

Activity Element AID GOE Total 

Equipment 98,700 18,214 116,914 

Contract Services 1,300 1,786 3,086 
(incl. Eval. & Contingency) 

TOTAL 
100,000 20,000 120,000 
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As reflected in Table I all foreign exchange requirements of this 
Activity ($ 99 million) will be financed by AID. These requirements, 
which comprise over 99% of the total Activity will be primarily 
associated with the procurement of equipment for 21 governorates , and 
the financing of a decentralized evaluation team. An estimated $995,000 
of AID funds will be utilized for local currency expenditures to support 
the cost of the Technical Liaison Group lihich will provide in addition to 
the necessary liaison links among the governorates, the implementing 
ministry and USAID, the service as a procurement coordinator of GOE's 
contribution of $20.0 million, 98% will cover costs associated with the 
maintenaT".:::, operation and in-land transportation of equip~nt purchased 
by AID. The remaining 2% in counterpart funds cover costs of salaries 
for central government as well as governorate's staff members involved in 
the equipment procurement activity. 

An inflation provision was made for GOE local cost services. In addition 
to inflation a $555,000 contingency and training fund is allocated to 
Contract Services element of the Activity. This fund will be used for 
increasing the scope of the liaison team, and to provide additional 
assistance to governorates in developing planning capacity and trained 
technicians. 

Details involved in costing Activity elements follow: 

1. Equi ?!len t 

(a) Procurement 

For budgeting purposes the equipment el~nent of this Activity has been 
divided into three categories: heavy, light, and miscellaneous. These 
three categories comprise the following types of equipments: 

Heavy: Graders, Loaders, Bulldozers, etc. 
Light: Water, Sewerage Pump and Garbage Trucks, Ambulances, 

Utility Vehicles, etc. 
Miscellaneous: Health and Lab. Equipment, Educational Aids, etc. 



-17-

Of the $98.7 million provided by AID under this Activity element, 
50%, 35\ and 15\ have already been allocated for heavy, light and 
miscellaneous equipment, respectively. 

The approximate cost and number of units per category follows: 

Category 
Equipment 

Heavy 
Light 
Miscellaneous 

Number 
Of Units 

620 
880 
Various 

Per Unit 

$ 80 
40 

Various 

TOTAL 

Real Value 
On US $000) 

Total Units 

$ 49,600 
35,200 
13,900 

$ 98,700 

* Averages are based on equipment prices estimated at 1981 prices. 

l'lJ 
flj I 
\ 
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(b) Maintenance and Operation 

Based on analysis performed by the Mission, maintenance and 
operation costs were estimated to be 10% the first year utilization 
takes place and 20% thereafter. 

(c) Inland Transportation 

Inland transportation costs for all equipment has been estimated at 
LE 500,000. This is covered by the GOE contribution. 

2. Contract Services 

(a) Liaison Team 

This element will provide 240 person months of technical services to 
the Acti vi ty, at an average cost of $1 ,SOD per person month. 

The 240 person months include 3 individuals during the first 14 
months of the Activity and 4 individuals during the remaining 46 
months, plus specialized - need short tern consultants. 

The GOE contribution is based on the number and time of personnel 
allocated by governorates as well as by the central government for 
the the equipment procurement activity. For each governorate budget 
estimates are based on 5 positions for three months during each 
procurement cycle and for the central government are based on the 
cost of 2 full-time positions for two years. 

b. Evaluation 

This Activity forms an integral part of USAID's decentralization 
portfolio. The Mission plans to incorporate the evaluation of DSF 
within the overall scheme of decentralization evaluation planned by 
the USAID. However, the Mission intends to undertake a review of 
budgetary developments with the introduction of the 1982/83 
Investment Budget in June 1982. In addition a management assessment 
of the nSF as a development tool will be developed later this year 
to measure the impact of equipment utilization. 
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E. Social Soundness and Beneficiary Analysis 

~o change 
(See original PP) 

F. Covenants and Conditions 

1. A condition which requires the GOE to provide equipment 
eligibility criteria acceptable to USAID. 

- MOIIC has submitted on December 1980 to USAID an acceptable 
equipment eligibility criteria. 

2. A condition which requires that the GOE will channel all 
Activity funds allocated to the governroates through the 
national budget. 

- The Technical Liaison Group has determined that the GOE has 
channeled LE 75,000 to each Governorate in the Investment 
Budget of 1982. Additional allocation is scheduled to be 
made in FY-1983 budget. 

3. A covenant which will ensure that of resources provided by the 
GOE will be in the nature of additional budgetary resources, and 
not replace existing allocations. 

- Resources provided by GOE to the Governorates are additional 
budgetary support according to MOP letter to the Governorates 
dated January 1981. 

4. A covenant which will ensure adequate maintenance of equipment 
financed under the Activity. 

- Approximately 20 percent of total equipment value is 
earmarked to maintenance and operation cost. 

5. A covenant obligating the GOE to provige the necessary staff 
required for Activity execution. 

- The GOE has demonstrated so far, full cooperation in 
implementing this project in the central ministries as well 
as the 21 Governorates. 

6. A covenant ensuring that environmental factors will be taken 
into consideration in determinig the types and anticipated uses 
of equipment procreed under the project. 

The GOE assured USAID that this factor is being taken in 
consideration in the implementation of this project. 

( 
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7. A covenant ensuring that refunds will be made to the grantee by 
the governorates where equipment financed under the. project is 
not in accordance with the terms and conditions of the Grant 
Agreement. 

- This was covered in the original Project Agreement signed on 
September 28, 1980. 



-21-

ANNEX 

Utilization of Funds Within Original Activity 

Area efE Address Type of ~uipment Nunb~r Estimated Value Distribution 

Sanitation Sewage Dumping Trucks 150 $ 6,000,000 
Water Spray Trucks 75 2,625,000 
Refuse ~llection Truck 12 780,000 
Sewage Pipe Cleaning 6 480,000 
Misc. and Spare Parts 2,965,000 26.4' 

12,850,000 

Earthing Moving Bulldozers 22 3,100,000 
& Road Mainten-
ance Motor Grader 39 2,424,000 

Dump Trucks 105 4,200,000 
Loaders 30 1,650,000 
Road Rollers 15 400,000 
Granes 10 1,000,000 
Misc. & Spare Parts 3,832,000 34.1% 

16,606,000 

Civil Protection Fire fighting trucks 85 8,090,000 
Fire fighting trucks(heavy) 3 500,000 
Fire fighting boat 1 200,000 
Mobile Hospitals 4 600,000 
Misc. and Spare Parts 2,790,000 

12,090,000 24.8% 

Water and Food Refrigerator Trucks 6 500,000 
Water Purification Units 13 1,100,000 
Water Desalination Units 8 2,000,000 
Deep Well Pumps 160 1,000,000 
Misc. equip. & Spare Parts 1,380,000 

5,980,000 12.3% 

Misc. & Excess Equipment and 
Property Mobile Workshops 1,204,000 2.4% 

GRAND TOTAL $48,730,000 100.0% 
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TABLE I 

DECENTRALIZED SUPPORT ACTM1Y 
S~ ~~T ESTIMA'm AND ~iNANCIAI PLAN 

(IN [J. S. smnn 

AID GOE TOTAL 

Activity Element FX LC LC FX LC 

I. Equipment 

Procurement 98,700 98,700 
Maintenance & Operation 14,643 14,643 
Inland Transporation 500 500 
Inflation(LC Services) 3,071 3,071 

TOTAL 98,700 18,214 98,700 18,214 

II. Contract Services 

Liaison Team 440 440 
Procurement Services (2\) 1,786 1,786 
Evaluation 305 305 
Contingency/Training 555 555 

TOTAL 305 995 . 1,786 305 2,718 

ACTMTY 'fOTAL 99,005 995 * 20,000 99 2°05 20,995 

'" Preliminary 
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TABLE II 

DECENTRALIZED SUPPORT ACTIVITY 
ESTIMATED DISBURSEf.1Etlf satEOOLE 

FISCAL YEAR 

1981 198Z 1983 1984 1985 TOTAL 

Project Element AID GOE AID GOO AID GOE AID GOE AID GOO AID GOE 

I. Equipment 

U.S. Goods Z6,OOO Z7,OOO 25,000 ZO,700 98,700 
Maintenance and 

Operation 1,575 4,6Z5 4,3Z0 4,123 14,643 
Inland Trans-

portation --- 100 1Z5 135 140 500 
Inflation (lC Services) 353 900 915 903 3,071 

1UfAl Z~,OOO Z,OZ8 Z7,OOO 5,650 Z5,OOO 5.370 ZO,700 5,166 98,700 18,Z14 

II. Contract Services 

liaison Team ZOO Z40 440 
Procur~nent Services 

(ZU 400 500 440 446 1,786 
Evaluation 100 100 105 305 
Contingency/ 

Training 25 105 1Z5 150 150 555 

TOTAL ZZ5 345 400 ZZ5 500 250 440 255 446 1,300 1,786 

ACTIVITI TOTAl. 2Z5 Z6,345 Z,4Z8 Z7,ZZ5 6,150 25,250 5,810 ZO,955 5,612 100,000 ZO,OOO 
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CY 1980 

I. Liaison Team 

A. Scope of vork 
prepared and approTed xxxx 

B. Bidu received and 
evaluated xxxx 

C. Contract negotiations 
D. Contractor mobilization 

1. Information & guidelines 
sent to governorates 

E. liaison team in field 

II. "Equipment Procurement 

A. Equipmant lists prepared 
and approved 

B. IFBs prepared and issued 
C. BIDs received and opened 
D. Awardu 
E. L/Cs opened 
F. Equipment shipped 
G. Arrivals 
H. Distributed to governorates 

III. Evaluation 

A. Scope 
B. Baseline 
C.· Special 
D. EOP Status 

xxxxxyx 

DECEHTRALIZATIClt SUPPORT FUND: IHPUHENTATIOII SCHEDULE 

cy 1981 CY 1982 CY 1983 CY 19811 

xx 

xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxyx •• x •••• , ••••••• XXXXXXXXJ' •••••• xxxXXTY¥XyxXXXXxxxXXXXXXXXXXXXXXXI 

x •••••••• x·······x 
xcrcxxX XXXXXXX7XXXXXXX 'OQ(XXXJCXlCxxxxxxxxX'Xxxxxxxxxxxxxxxxxxxx 

XXYXXXXXXXXXXyxxx'X ·x· • ••••• ,. xxxxxxxxxxxxxxxxxxxxxxxx.x;:xxxxxx 
XXxyxxXxyxxxXX-.-VYXXXX'XTTXxxxxXXXXXXXXXXXXXXXXXXXXDXXXXXXXX 

···,····xx···········'X·XXXXXTXXXXXXXXXXXXXXXXXXXXXXXXXXX 
XXXXXXXXXXXyyXXXXXX' •••••• , xxxxxxxxx~:XXXX:XXXXXXXXXXl[ 

xxxyyx·······.·'t ......•. x.xxxxxxxy!XXXxxxxxxxxxxxxxxxx~xxxxx 
XXXXXTITTXTXXXTX':XX', # •••••• 'xxx~xxxxx:xxx~~xxxxxxxxxxxx ~ 

xxxxxxxxxx 



NEAR EAST ADVISORY COMMITTEE MEETING 

DATE: February 18, 1982 
TIME: See Agenda 
PLACE: 6439 NS 

SUBJECT: prD - Decentralization Planning and Management - 263-0161 
ISSUES PAPER 

The Near East Advisory Committee will meet as scheduled above to discuss 
the subject project and the attac~ed Issues Paper. 

Please refer all questions to the Chairperson. 

Attachment: 
Issues Paper 

DISTRIBUTION: 
AAINE, Ms. W. A. Ford, 6724 NS 
AA/NE, Mr. B. Langmaid, 6724 NS 
AA/NE, Mr. E. Vinson, 6732 NS 
AA/NE, Ms. D. Enos, 6728 NS 
NE/OP, Mr. G. Johnson, 6723 NS (5) 
NE/PD, Mr. S. Taubenb1att, 4720 NS 
NE/PD, Mr. R. Bell, 4720 NS 
NE/TECH, Mr. L. Reade, 4443 NS 
NE/TECH, Mr. A. Wilburn, 4443 NS 
NE/TECH/SARD, Mr. J. Lewis, 3316 NS 
NE/PD, Mr. L. Rosenberg, 4712 NS 
NE/PD, Mr. S. Lintner, 4709 NS 
NE/PD, Mr. J. Habron, 4712 NS 
GC/NE, Mr. J. Kessler, 2638 NS 
NE/PD, Ms. G. Shivers, 4709A NS (1) 

Pro ect Review Committee 
NeRD, G. Kerr, hairperson 
NE/TECH/SARD, W. Fox, 5314 NS 
Ge/NE, J. Kessler, 2638 NS 
NE/DP, J. Silver, 6723 NS 
NE/PD, D. Reese, 4716 NS 
NE/EI, D. Morrissey, 5318 NS 
NE/DP, S. Chernenkoff, 6723 NS 
PPC/PDPR, G. Hansen, 2675 NS 
S&T/RAD, P. Demongeot, 508 RPC, SA-18 
CM/RODlNE, K. Cunningham, 731A PP, SA-14 

A/AID, Mr. M. P. McPherson (Deliver to G. Shivers) (1) 
AAA/PPC/ PDPR , (De liver to G. Sh i vers) (1) 
PPC/PB, (Deliver to G. Shivers) (~) 
NE/E, Mr. G. Gower, 5318 NS 
PPC/WID, Ms. P. Goddard, 3245 NS 
CM/ROD/NE, Ms. K. Cunningham, 731, SA-14 
AA/PRE, Mr. D. Levintow, 5883 NS 
SER/COM/NE, Mr. R. Looper, 8110, SA-18 
A-AA/S&T, Mr. C. Farrar, 4942 NS 
SAA/S&T, Dr. N. C. Brady, 4942 NS 
S&T/DIU/DI, Mr. B. Ashton, 570, SA-14 (4) 
S&1/IT, Ms. L. Mogannam, 419, SA-8 
NANEAP/PC, Mr. R. Taylor, M-806, 806 Conn. Ave., N.W., woe 20525 
OPTC/PC, Mr. J. Beauter, M-701, 806 Conn., Ave., N.W., WDC 20525 



TO 

THRU 

FROM 

..... ;.a .. , ••••.• 

.r •• t '." ... ,. ••• ... ,,.. ... , "' ........ . 
C!"lTID sr."TE.S CO\'U_'"MDt"T 

J.1cJJzoraJzdziln 
• • 

• • 

• • 

Near East,Advisory. Committee ~AT.I: February 11, 1982 

NE/TEc'H, lew! s P. Reade ~ L 
NE/TECH/SARO, Graham JKe~hairperson\~ . 

SUBJECT: ISSUES PAPER .. pro.. n ra ization Planning and Management - 263-0161 

The PIO for Decentralization Planning and Management (263-0161) was dis
cussed at the Project Review Committee on February 5, 1982. 

The meeting opened.with a discussion (led by Don Brown, Mission Director) 
of the Decentralization PAAD which has been proposed by the Mission. This 
discussion is summarized in a separate memorandum. We understand, however, 
that regardless of the mechanism finally adopted to authorize funds for 
the Decentralization Sector, projects comprising the package will be 
reviewed by the Mission and AID/W in the same way as is done at present. 
PIDS and PPs will be written for projects and subsequent amendments and, 
as appropri ate, wi" be submi tted to AID/W where they wi" be revi ewed by 
a PRC and NEAC. 

The PIlC did not raise any issues that require clarification from the Mission 
prior to the NEAC, but did want the following items discussed by the NEAC 
so that appropr;ate guidance can be given to the Mission for developing the. 
project paper. 

Item 1: Development of the Planning System in the Governorates and Regions 

Though..the PID states that the central activity of this project will be the 
development of governorate planning systems (page 8), the PRC does not feel 
that enough emphasis is given the process of establishing this system prior 
to the training of personnel in the basic skills needed to operate the 
system. The PP team should ensure that adequate time and staff are allocated 
for the development of the planning and management system in each gover~orate. 

Secondly, care must be taken to ensure that planning in the villages and 
districts is developed simultaneously with governorate and regional planning 
bureaucracies. Loca1 planners may find it difficult to fit into an environ
ment dominated by planners from higher levels of government. Once the 
~egional and governorate planners are in place they may resist initiatives 
from local planners unless the system is developed from the bottom-up. It 
is also questionable whether consultants can adequately develop the planning 
system and train staff at all levels unless they have spent considerable time" 

\~ 
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wor~ing in the villages and districts. 

Item 2: Local Planning and Revenue Sources 

Planners in villages, districts and governorates cannot achieve the goal 
of planning to meet local needs unless they have some degree of indep.~nd
ence from central Ministries. This requires some latitude in selectillg 
and undertaking projects without approval by higher levels of government. 
This also means that local revenue sources or "block" grants (such as in 
BVS) must be avatlable for funding the chosen projects. National control 
of revenues will preclude effective planning because local governments 
become heavily involved in developtng grantsmanship rather than in meeting 
local needs and the national government always has control over how funds 
are spent. 

Future funding for local projects (post-AID) and local revenue generation 
should be addressed in the Decentralization Sector PAAD. 

Item 3: The Role of the Saggara Center 

The PID accords a major role to the Saqqara Center of ORDEV. This center, 
whose construction is just being completed, is a new institution and its 
role in the decentralization program should be worked out very carefully 
by the PP team and GOE counterparts, including the Ministry of Planning. 

Item 4: Review of Relevant AID Evaluations 

Evaluation reports regarding decentralization projects in Indonesia (Oct. 
181) and Philippines (Aug. 180) have been reviewed, and we note that 
concerns regarding central government support for decentralization, in
stitutional development in the governorates and sub-governorates and local 
participation are being addressed as this project is developed. 
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PltOJECTmENTIFICATION DOCUMENT 

DECENTRALIZATION PLANNING AND MANAGEMENT 

(Promotion of Local Government Project) 

I. OVERVIEW 

Egypt is in the process of decentralizing many development related 
functions to regional planning offices and local government 
(governorate, markaz and village). The intent is to increase 
effectiveness and popular partiCipation in planning and implementing 
local development. The various offices concerned have shown an 
eagerness to do the work, but have not had the resources to prepare 
for their new responsibilities. 

The Decentralized Planning and Management (DPM) Project addresses 
this problem. It ~ll provide technical assistance, training and 
equipment to help local government units and regional planning 
offices develop their planning management and information systems. 
It will also provide similar support to the new ORDEV Saqqara 
Center, bu11ding its capacity to assume the technical and 
specialized training functions of the project as the USAID 
involvement phases out. 

The project will be implemented in three phases over a five year 
period beginning in 1982. During the first phase (1982-84) 
technical assistance, training and equ1pment supply will focus on 
bu11ding the planning system in two regions (including selected 
governorates, markaz and villages), and developing the capability of 
the ORDEV's Saqqara Center to provide the technical and training 
support for building the planning capacity of other regions. The 
second phase (1984-86) will concentrate on assisting additional 
regions, governorates, markaz and villages bu11d their planning, 
project implementation and evaluation capabilities. The Saqqara 
Center will take the lead in providing technical support and 
training. External technical assistance will focus on solving 
problems associated with replicating the models developed during 
phase I. The third phase (1986-87) of the project will involve 
continued expansion of Saqqara Center services to the rest of the 
country. The foreign technical assistance will have been completed 
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and the tJSUI) participation will concentrate on traininq support 
(through Ecr.lPtian conaul tants ) and equipment supply. 

The cost will 'be approximately $31.4 million ot which $20 million 
will be contribut.d by AIl). For annual and total budqet breakdowns, 
as well as technical as.istance, tJS and Egyptian requirements in 
numbers and person-months, s.. V. Cost Estimate., Paqe 20. 
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II. PROJECT DESCRIPTION 

A. The Problem 

Over the past decade there has been a steady increase in local 
goverament'~ responsibilities for administrative and development 
activities. The new laws for local government clearly recognize 
that many aspects of raising the national product and standard of 
living are too complex and locally varied to be achieved through 
central direction and also that centralized planning and management 
can inhib~t local initiatives to solve local problems. 

Under the new laws the district and village popular councils are 
rnsponsiLle for assessing local needs and for guiding the 
development of their communities.. Plans are to be forwarded from 
th(' village to the governorate, where the governorate planning 
agencies, together with the regional planning authority and 
concerned ministries, coordinate and integrate the sectors into a 
proposed annull plan and budget. After approval by the governorate 
popular councils and the Bigher Committee for Regional Planning, the 
plan is forwarded to the Ministry of Planning. The governorate 
plans are integrated by the Ministry, in condultation with the 
Secretariat of Local Government and appropriate other ministries. 
Budget allocations are then made by the ministries to implement the 
plan. "Monitoring authorities" in the governorates are charged with 
follow-up and evaluation of the plan and making monthly reports to 
the governor and the popular council. 

During the pilot project, it was found that the responsibilities 
specified above have not been institutionalized into a functioning 
planning system... Although the problem is well recognized there is 
still no common planning system'which defines how the stages of 
planning are to be executed, how the executive and popular council 
contributions are to be made and how the planning activities at ~h~ 
various levels - village, markaz, governorate and region - are to be 
integrated and coordinated within a national planning framework. 

*For a description of the responsibilities of the governorate, 
district, and village executive and popular councils in the planning 
process,see PL50/l98l, Part VII: Chapter 3. (Copy attached) • 

•• Prior to preparation of this PID the Mission sponsored a pilot 
project (6/80-12/80) to assess the need for this full scale project 
and clarify the working assumptions to be used. 
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Experience with the other GOE /USAID decentralization projects 
indicates that local government has had relatively little experien~e 
in identifying local needs, evaluating alternative solutions, or 
designing, implementing, managing, and maintaining projects. There 
is, however, a strongly felt need to develop this capacity. During 
the pilot project that preceded this PID, each parttcipating 
governorate independently requested assistance in the development of 
an information system that could be used in local planning. Local 
government officials (both in the context of the DDl evaluation and 
the pilot for this project), have expressed the need to plan and 
integrate local use of USAID's decentralization projects - DD1, BVS, 
DSF, lIDS and Provincial Cities. 

The pilot experience also indicated that, al;hough the focus of 
Egypt's decentralization policy is primarily on local government, 
regional planning must be involved in order to relate local planning 
activities to national parameters and priorities; address broader 
areb-based planning c~ncerns; and effectively utilize available 
planning expertise. 

B. Project Purpose 

!he objective of the Local Administration and Development program 
portfolio, of which this project is a part, is to assist the GOE 
achieve decentralization and strengthen local government. This is 
premised on the assumption that the promotion of local government 
will lead ~o a more effective and efficient use of resources in 
solving local problems, thus improving the quality of life of the 
majority of Egyptians. 

The purpose of this project is to help accelerate the process of 
economic and administrative development by improving project 
planning and implementation within rural governorates and the 
economic regions of which they are a part, and by building the 
institutional capacity to support this effort after USAID 
participation has phased out of the project. Within this overall 
purpose, the project has three specific areas of focus. 

1. Improv~ent of local governments' capacity (at governorate, 
markaz, and village levels) to: 

-identify problems within their localities; 

-sort out those problems amenable to locally managed 
responses (at appropriate village, markaz or governorate 
levels); 
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-design and plan specific project responses for the 
amelioration of those problems; and 

-effectively implement those projects so as to achieve the 
desired result. 

2. Improvement of the of regional planning offices' capacity 
to: 

-effectively reviev the plans of local government in terms 
of their implications for trans-governorate area 
development and allocation of resourceSj 

-identify problems of trans-governorate area development 
and plan appropriate area-based program and project 
responses; and 

-provide information and technical support to governorate 
level planning staffs for project design and impact 
evaluation; especially area development efforts. 

3. Establishment at the Saqqara Center of: 

-technical support capability for regional and local 
planning; 

-training extension capacity to assist local developmentj 
and 

-an information system that viII: 

C. Strategy 

improve the information available to 
decision-makers concerning on-going project monitoring 
and evaluation; and 

document the overall evolution and effectiveness of 
the GOE's decentralization policy. 

The DPM Project responds to the immediate need to improve the 
efficiency and appropriateness of planning and management 
performance. However, the effort is part of a longer term objective 
to help GOE improve its development effectiveness through evolution 
of its decentralization policy. Such changes are expected to be 
necessary in order to improve the functional effectiveness of local 
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government within the national system. This project should be 
viewed strategically as an element in that process. Some of the 
capabilities to be established and activities carried out during the 
implementation of this project are directly related to expected 
requirements of the next phase (e.g., the establishment of an 
information system for monitoring and evaluating decentralized 
development) • 

The proposed project addresses three interrelated needs identified 
through the Pilot Project: 

-improvement of plalUling, and management systems whiCh relate 
develop~nt strategies to resources, functions and outputs; 

-improvement of management and administrative capacity to 
maintain systems through organizations once those sy~tems are 
developed and installed; and 

-improvement of the skills among individuals necessary to 
perfo~ required tasks within organizations. 

The scope of the project as described above is, however, limited to 
the following: 

-sub-national levels (i.e., region, governorate, markaz, and 
village) ; 

-program and project planning, implementation, monitoring and 
evaluation; and 

-improvement of management and administrative efficiency ·insofar 
as it directly or indirectly relates to the points noted ~bove. 

The project strategy emphasizes the need to dEvelop a system within 
which plalUling and implementation skills can be effectively 
applied. In this respect, the strategy integrates system 
development with organization support and skills development. The 
methods to be used will rely primarily on technical assistance 
provided by continuous interaction between consultants and GOE 
officials through an effective counterpart structure. 

The monitoring and evaluation process will provide an on-going 
review of the overall change process. Thus, the strategy is a 
learning process for capacity building. 

The primary focus of the project effort will be at the Governorate 
level. Initially the effort will be concentrated on developing 
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planning and i~lementation capabilities Within the present overall 
GOE planning and budgetary proces8, but it will move o~ developing 
local government capabilities to plan and implement longer-term, 
area-based strategies for development. The zonitoring and 
evaluation aspect of the project will provide the means for on-going 
review of planning and ~plementation effectiveness as well as a 
preliminary data base for evaluating decentralization policies and 
performance. 

D. Project Activity 

This project provides financing for long and short term technical 
assistance by both foreign and Egyptian consultants to help the GOE 
in building planning, project implemen~ation, and 
monitoring/evaluation systems and in the identification of currently 
existing and/or design of new in-country and out-of-country training 
programs. It also includes funding fo~ tn-country and 
out-of-country tr;,ining of local and regional officials through 
formal courses, problem-identification seminars, action-oriented 
workshops, on-the-job training and foreign observation tours; 
establishment, including, in some cases, construction, of training 
and information systems centers at regional and governorate levels; 
and on-going, interim and final evaluation of project results. In 
addition, it will provide foreign exchange financing under AID 
Regulation I procedures to purchase small amounts of equipment 
(primarily appropriate information system technologies) for regional 
and local GO! agencies (including popular councils) to assist them 
in the establishment and maintenance of planning and management 
functions. The GO! will provide operation and maintenance funding 
to support the equipment and staff time devoted to the project on 
the part of the GOE at all levels. 

Major project outputs will be: 

Diagnostic analyses (planning a~d management audits) of 
local government development planning, project design and 
implementation, and administrative support capacities to be 
used as a basis for formulating comprehensive planning and 
management improvement programs in each participating 
governorates; 

Diagnostic analyses of strategic planning issues including 
area development cons~raints and opportunities. 

Operational work programs for building up local government 
planning and management capabilities 

~ 
\ 
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Workshops and technical skill training programs for 
planning and management for local executive, popular 
council, and regional plaUDing staff; 

Governorate planning and information centers which: manage 
and make available information for planning and project 
implementation from local, regional and central sources; 
coordinate the utilization of external (to the governorate) 
expertise for planning and implementation; and provide 
on-going, on-the-job consultation and training to executive 
and popular council staff in planning and management; 

Monitoring system (located at the Saqqara Center) to review 
the requirements for, and subsequent impact of effective 
local government planning and management performance and 
decentralization policies; 

Occasional colloquia for members of national and regional 
level supreme councils to review broad-based issues of 
implementing decentralization policies; 

Out-of-country training and professional study tours to 
expose local government personnel to current examples of 
modern planning and management applications of area-based 
development. 

The principal end of project status will be a substantia.! 
improvement in the quality and development impact of projects 
planned and implemented at the .local level •. Indicators of the 
achievement of the end of project status include:· 

The capacity of local e~ecutive staff, working with 
regional planners, to disagregate planning and management 
functions and to allocate responsibilities based upon the 
mest effective ways of achieving particular developmen~ 
objectives; 

Increased emphasis on drea based development; 

Capacity of local and regional pla"ntt.ers and managers to 
maintain systems as well as effect modifications as 
necessary to achieve devel~pment objectives. 

The central activity of this project is the design and estahlishment 
in each participating governorate of a develop1!'.ent planning system. 
This will involve the regular participation of the governor and 
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chairman of the governorate popular council, their respective 
committees, and their staffs, and the project technical advisors. 
Popular council ~embers and executives will be involved in similar 
design work in the districts and villages. The designs will be 
based upon their area development strategies, their identification 
of local d.valopmeut probleMs, :heir diagnoaes, their identification 
of alternative solutions and their selection of the one they wish to 
imvlement. 

Ideally, each governorate will increaSingly analyze its own planning 
needs and its own response. These processes should be reViewed 
annually and adjusted ~o meet new conditions incorporating the 
lessons of experience. 

A ~:~lar institution development approach will be used with the 
Higher Council for Regional Planning and its staff office, the 
Regional Planning Office. at present these offices are short: banded 
and will require considerable staff development as they assume their 
responsibilities as regional planning coordinators, technical 
assistants to the governorates, and representatives of central 
planners to the region and of the region to the central ministries. 
!he Saqqara Center, ~ith !A. from the project, will playa major role 
in organizing the RPO staff training. 

Workshops and on-the-job training will be the primary mechanisms for 
determining local needs and developing skills. !bey will be held in 
each markaz(averaging 8 per governorate) and then in the village 
units(3-4 per markaz). The training at:· the markaz and village 
levels will be done by the governorate staff ~ho will be trained by 
the consultant/Saqqara Center team and Saqqara Center staff. 

Long-term training requirements for governorate and regional, and 
Saqqara Center staff will be determined by the consultants and 
representatives of the governorates) regions and Saqqara Center. 
Areas considered ~ll include regional development s~rategy and 
planning; project identification, planning, implementat:ion, 
monitoring and evaluation; and management and information systems. 
Trainees will only be sent to appropriate institutions abroad .,hen 
t=aining is not available in Egypt. 

:he project ~ill be implemented in three governorates (two 
development regions) during the first year and will be expanded to 
include an additional three governorates and additional regions 
during the second year. The rate at ~hich new governorates ~ould be 
included each year thereafter will be based on an assessment of 
experience during the first two years, although by the end of 
?hase II, four years after commencement, it is hoped ehat 2/3 of all 

" 
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7 



-10-

goverllorates in Egypt vUl be participating. The ·first year's work 
in each governorate will concelltrate upon developmallt strate81, 
planning system de.igll, general plal1D1ng skills, aud development of 
the i1lformation systam. The second and third yura vill focWI on 
relaying the planmng sk1l1s to lower level. of ~erDlllent, project 
identification, implementation maDAgemont, monitoring aad 
evaluation, with appropriate adjusements being made in the overall 
planning 51s tam, based upon improved skills and experience. 

As development projects are identified aDd approved a small number 
will be selected a8 case studies for training in project 
management. These will be ful1t:ied through existing USAID projects or 
directly by the GOE. Appropriate lIlinisr.rie. will be involved in 
their implementation so that mana~ement techniques can be developed. 

A sectoral steering committee dealing with all GOt/G~AID 
decentra.lization projects Will meet pertoc.~.ically to reView the 
project and provide policy guidance to the Egyptian project leader 
and the orA team I S Chief of Party. !he c01llll1 ttee will include a. 
USAlD representative from the oars/LAD office. 

An external project eval~tion will bit conducted after the first 
eighteen months, aDd annually thereafter. 

E. Project Management Struc.ture 

There are several potential GOE clients with important interests 
and/or roles in the proposed project. For simplicity and 
efficiency, however, implementation of local government plauning and 
management will be handled through the governorates and regional 
planning will be organized through the regional planning offices. 

In addition to the primary implementation agencies specified above, 
:he Saqqara Center in Saqqara will serve as the GOE organizational 
support base for continuing the project beyond Phase I through 
:hases II and III to self-sustaining capabili ty wi thin the GOE. !he 
selection of the Saqqara Center for this responsibility is based on 
USAID's expectation that it wUl expand its mandate by becoming a 
semi-autonomous institution under the gen.~~ auspices of the 
Secretariat of Local GovertlJllent. With ,.I\at in mb~., the resident 
technical assistance ceam will provide its consulting services to 
local governments and regional planning offices, and the GeE agency 
responsible for the deSign, establishment chrough the Center. 

lor the first two years (Phase I), a resident consulting Ceam of six 
foreign and lO Egyptians will assist: 

-the pr1~ary GOE implementation agencies to improv~ cheir 
performance capac~ty; 

http:tefprip.r7
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-the Saqqara Center in developing its capacity to provide 
technical support assistance on a self-sustained basia to 
the implementation agencies following the termination of 
the external consulting teams services; 

The Project Office will be located at the Saqqara Center and four of 
the foreign and four of the Egyptian consultants will be located 
there. The other two foreign and -- eventually -- six Egyptian 
consultants will be located in the field (in some cases within 
regional planning offices; in other cases at the governorate level); 
aM 

Each of the four foreign consultants will have a full-ttme 
counterpart from the Saqqara Center staff and as a consulting team-
they will provide consultant services to designated clients within 
the GOt implementation agencies. 

The six foreign consultants will have the following qualifications 
and responsibilities: 

Chief-of-Party: A, senior planning and management systems consultant 
resident in Cairo will be assigned on a long term basis as Chief of 
Party with responsibility'for providing comprehensive strategic 
conceptual direction to all consultants; coordinating their 
individual and collective efforts in a mutually complementary and 
reinforcing manner. !he Chief of Party's counterpart will be the 
R~ad of the Saqqara Center. 

Training Specialist. A full time consultant resident in Cairo will 
serve as a consultant to the TA team and collaborating GOB officials 
on: 

-identification of appropriate existing training programs both 
in Egypt and in other countries, 

~esign of new formal training programs (process and content), 

-development of formal training skills (training of trainers), 
and 

~evelopment of on-the-job consultation skills. 

Infrastructure Planning and Project Implementation Consultant 
(resident in Cairo) to be assigned on a long-term basis to a 
count.erpart within the Saqqara Center. Jointly they will be 

I 
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responsible for assisting the Saqqara Center in develop ins its 
capacity to provide technical extension support service to local 
goveT.1Dllant planning tmits. The cOrlsultant and GOE counterpart will 
be providing overall strategic guidance to the long term resident 
consultants in the various governorates; assuring complementa~~ty of 
approach while allowing for adaptive variation in practice. The 
consultant will also be responsi~le to the Chief of Party for 
integrating long and short term technical assistance into the 
comprehensive project effort. 

Area Planning Consultant (resident in Cairo) to be assigned on a 
long term basis to a counterpart within the Saqqara Center. 
Together they will be responsible for assisting the office of 
Regional Planning. Kinistry of Planning. The consultant will be 
responsible to the Chief of Party for integrating the project's TA 
on regional development strategy and planning into a comprehens~ve 
project effort. 

~lral Development Planning Conoultants (two) ~ll be assigned on a 
long-term basis; one to Qaliubia Governorate and the other to Assiut 
Region. aowever, although one of those two consultants will be 
assigned to a regional office, both will have a GOE counterpart who 
is the head of the project secretariat at the governorate level. 
Placement of' the consultant in the governoratets project secretariat 
is impor~ant because of the central role to be perfo,rmed by that 
office in coordinating the planning of cross-sectoral projects and 
monitoring of i~lementation. 

The qualifications and responsibilities of the ten Egyptian 
consultants will be defined in the design process of moving from 
this PID to the PP. Additional short term technical assistance 
needs will be determined through client needs assessments during 
implementation. 

By year four, t~e foreign technical assistance team will have 
condensed into three persons and will be totally replaced in 
Ph~se III by a growing number of Egyptian technicians, both long and 
short-term by year five. 

F. Expected Achievements/Accomplishments: 

When completed the project is expected to accomplish the following: 

-An institutionalized self-sustaining, participatory 
process for local development planning will exist in each 
of the units of local government that participates in the 
project. 
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-Within each local government unit, tasks aDd 
responsibilities in planning and implementation will have 
been operationally defined and the individual and team 
skills necessary for their fulfillment will exist. 

-Development planning offices in the regions, governorates, 
districts and village units will be operating with staff 
and budgets supplied by the GOE. 

-Mutually complementary linkages will have been established 
between planning efforts at all levels. 

-Each government unit will have a development information 
system that collects, processes and analyses information 
that the unit needs for development planning and 
management. These centers will enable the GOE to monitor 
their entire program to support local government. 

-The supporting functions of the organizations specified in 
the local govp.rnment laws, such as the Supreme Council for 
Local Government, the Bigher Committees for Regional 
Planning (in each region), the Secretariat of Local 
Government, the Ministry of Planning, the Organization for 
the Re~onstruction and Development of Egyptian 
Villages(ORDEV), and CAPMAS, will be estahlished and 
operational. 

-The linking role envisaged for the regional planning 
offices will be fully developed. These offices will be 
representing local and regional interests with central 
ministries; assisting the higher committee for regional 
planning coordinate the governorate plans, and ensuring 
ehat national and regional concerns are taken into account 
in local plans. 

-Selected development projects will be implemented to 
illustrate the utility of the planning process. They will 
also be used to develop management techniques and as 
training models. 

-Experience from this projec~ will be reflected in further 
chang~s in lo~el development law which will enhance 
participation, planning, and management of Egypt's 
development. 

-Evaluation studies of the project's impact will have 
tested the assumption that promoting local government 
enhances the qUAlity of life of the majority of the people. 

~\ 
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-Governorates and markaz will have plans that integraCe 
their own and USAID decentralization projects. 
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III. PROGIAM FACTORS 

A. Relationship to Government of Egypt Program. 

The project is consistent with, and supportive of, GOE policy and 
programs. GOE legislation starting With Public Law 124 of 1960 and 
running through PL SO of 1981 provides the legal context for this 
project and creates the need for enhanced development planning and 
management capability at the local, governorate and regional 
levels. These laws indicate the cOlllDlitmsnt of the Government of 
Egypt to expand the role of local government and involve elected 
councilors and local executives in decisions at all levels of 
government. The laWI stress the need to strengthen local government 
so that authority to solve local development problems can be 
transferred from central to local units. This is being done to 
achieve greater effectiveness in the assessment of development 
problems and the use of development resources. 

The project supports the GOE's decentralization program by 
strengthening local participation in the planning and management of 
development projects, and building planning capability in local 
governorates and at regional levels. 

B. Relationship to Country Development Strategy Statement(CDSS) 

The COSS (FYB3) contains the following on page 59: 

IOThe central management concerns in all social sectors relate to 
overcentralization of the planning, design and delivery of 
social services. [The Program Strategy] is to support and 
accelerate GOE efforts to decentralize both the technical and 
financial management of service delivery". 

The p1Jrpose of this project is to aSllist the GOE to reduce 
centralization by increasing planning and ~nagement capacity and 
local participation in development decisions at the lower levels of 
the government hierarchy. 

The project strategy is consistent With the USAID program strategy 
and represents a key element of the program. 
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IV. FACTORS AFFECnNG PROJECT DEVELOPMEIIT 

A. Social Considerations 

1. The social and political climate: Promotion of local 
government and decentralization. 

This project responds directly to GOE policies aimed at 
decentralizing its administration of development and to GOE requests 
for specific public administration assistance for local goverum~nt, 
as outlined in the first sections. of this PID. During a speech to 
the governors in October, 1981, President Mubarak said that 
governors should assume their vital role in administering local 
government and shoulder full responsibility in their respective 
governorates so as not to to refer to central government unless 
there is a crucial need to do so. 

Also the implementation of 001, DSF, BVS, and NUS, has provided 
governors, and local council chairmen, with specific examples of 
resources that are available through decentralized channels. 
Discussions during the 001 evaluation and the pilot project indicate 
that they are increasingly interested in finding out how to plan for 
and use these resources more effectively and efficiently. 

2. Beneficiaries and Participation. 

The immediate beneficiaries of this project Will be the various 
planning staffs and local councillors who are formally trained 
and/or receive on-the-job assistance. 

The project strategy, however, makes benefits available to a much 
larger population. The project Will make the application of 
development resources available at points closer to the majority of 
Egyptians as has already happened With BVS and 001. The project Will 
also increase the ability of village and district representatives 
and executives to influence how the resources are used. Planning 
and management training will be given to village and district 
council members. The project is based on the assumption that 
promoting local development will improve the quality of life of the 
general citizenry. 

The project is consistent with AID's participation policy and 
concern to place resources close to the majority of the people. It 
is a direct applied resource transfer of methodologies and know-how, 
adapted to fit local conditions. During the pilot project people 
from all levels of government and elected councils were involved in 
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the needs assessment and planning workshops that shaped the design 
of this project 

B. Economic considerations. 

The investment of dollars in this project represents about S% of 
USAID's contribution to promoting local government, and a much 
smaller percentage of the GOE's invesement. A direct impact of this 
project Will be an improvment in the use of the $460 million in the 
decentralization portfolio, which represents approximately 10% of 
AID's present contribution to the economic development of Egypt. 
The project supplies planning and management resources needed to tie 
the portfolio together in the regions and governorates. Relatively 
small increases in efficiency and effectiveness in other areas of 
decentralization, brought about by better planning and management, 
will very quickly pay for this entire activity. This project will 
increase the probability that the overall goals of the program 
portfolio will be achieved. 

C. Experience with other projects. 

USAID bas substantial project experience promoting local government 
-- approximately $460 million. Three projects (NUS, DSF, and 
Provincial Cities) are in the early stages of implementation. NUS 
and Provincial Cities involve urban areas directly. It will be 
sometime before we have the depth of urban experience that we have 
gained in the rural areas with DOl and BVS, over the past two 
years. Many aspects of the NUS pilot activities, however, have been 
very encouraging, and DSF equi~ent procurement has involved 
governorate staff much more deeply than anticipated. 

DOl and BVS are sending resources directly to village units. 
Interim results, recorded during recent evaluations of DOl and BVS 
are very encouraging. "BVS continues to make progress. The 
projects being implemented are appropriate to the needs of the rural 
population and impact directJy on a large number of people." It was 
recommended that more local people be involved in project selection 
and not just in implementation -- the proposed planning and 
management project will address this issue. 

The DO! evaluation team found a successfully established LDF, a good 
training program, and a high proportion of viable village 
enterprises which are likely to provide profits for the special 
village accounts. The team suggested that attention be given to 
maintaining and building upon the progress already made and that 
ORDEV consider decentralizing the operations of the LDF -- the 
proposed planning and management project would help ORDEV with this 
task. 

\ 
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D. Participati~g Country Agencies. 

The Supreme Council for Local Government. 
The Minis try of Economy 
The Secretariat of Local Government. 
The Ministry of Planning. 

The Office for Regional Planning 
The Institute of National Planning 

The Governorate and Local Administrations and 
Popular Councils 

The Organization for the Reconstruction and Development 
of Egyptian Villages(ORDEV), and its Saqqara Academy. 

The relationships and functions of these organizations are describl 
briefly in earlier parts of this PID. 

E. AID Support Reguirements and Capabilit.y. 

The project will require a full-time project officer who has: a 
strong background in planning and management in developing 
countries; extensive experience in coordinating recipient 
institutions and AID consultants in the same project; strong 
background in information systems and evaluation. She/he should be 
'assigned for at least four years. 

The project will also require the lull-time services of an Egyptian 
project officer who has a strong ~ackground in economic planning anc 
management, and has had experience dealing with local 
development-related organizations. 

G. Design Schedule. 

During December, 1981, the results and recommendations of the team 
that implemented the pilot project were compiled in report form. 
This material will serve as the basis for the project paper. 

Four person months, are required for pilot project review and 
drafting project paper, during February and March, 1982. These 
services should be secured by IQC or PSC. 

The project paper will be completed in April 1982, following the 
arrival of the project officer. It is planned to send the PP to 
AID/v1 by early May, 1982. 
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H. Environmental Impact 

There are no environmental effects and a negative determination is 
recommended. 

I. Issues. 

1. Length of project and funding sources. 

It is anticipated that within the five year life of this project it 
can be expanded to all Governorates, and that AID will support the 
technical assistance team and other project activities during this 
period. During these ,same years, however, it is anticipated t~~t 
the GOE will gradually' assume a larger proportion of the costs of 
suppo~ting planning in the regions aLd governorates so that by the 
sixth year it will have assumed all the costs of the project 
activities. 

2. Coo~dination of the USAID decentralization portfolio. 

This will be accomplished in the following ways. Over the next two 
months an umbrella project paper dealing with the entire 
decentralization package will be written by the Mission. It will 
provide coordinating mechanisms for management of the portfolio. 
Functions common to two or more projects, will be coordinat~d by an 
inter-project commi~tee. Training, for example, will be handled by 
a "Training Committee" form~d from the training officers, training 
consultants and USAlD project officers from each project. This ~fill 
facilitate coordination of the new dimension of training for 
development planning at the governorate and regional levels with the 
emphasis of the current training on project planning and management 
and sub-governorate planning. 
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V. Cost Estimates: (OOOs) 

PROJECT YEAR 
1 2 3 4 5 

Phase I PhaseII" Phase III 

Number of Participating Governorates 3 6 12 19 26 

A. Technical Assistance 

1. Long term advisors 
a. Expatria.te $1,050 1,050 895 525 

(number) (6) (6) (5) (3 ) (-) 
b. Egyptian* 200 200 200 200 200 

(number) (10) (10) (10) (10) (10) 

2. Short term consultants 
a. Expatriate 420 630 6:;0 420 

(months) (24 ) (36) (36) (24) (-) 
b. Egyptian* 51 101 126 126 126 

(months) (24) (48) (60) (60 ) (60) 

B. Training 

1. Workshops/seL~nars* 200 350 500 500 500 
(number) 

2. Lc,ng term ·training 
a. Domestic* 60 100 100 100 100 

(number) (12) (20) (20) (20) (20) 
b. Foreign 250 500 500 500 500 

(number) (10) (20) (20) (20) (20) 

3. Study Tours 100 100 100 100 100 

C. Equipment 

1. Governorates 240 240 480 560 560 

2. CentrLl and Regional Offices 400 240 480 560 560 

3. ORDEV Saqqara Center 500 300 200 100 100 

D. Evaluation 50 50 50 50 50 

Annual Totals $3,521 3,861 4,261 3,741 2,796 

Total line items 18,180 
Contingency @10% 1,820 
USAID project contribution $20,000 

* Expenditures to be paid in Egyptian Pounds (appoximate1y 22% of total) \ \0 ~t 
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E. GOE Contribution 

PROJECT YEAR 
1 2 3 4 5 

1. Saqqara Center LE 300- 350- 400- 450- 500-

2. Budget support fer planning 
offices 300 600 1,200 1,900 2,600 

Annual Totals LE 600 950 1~600 2,350 3,100 

Tor.al Line Items LE 8,600 
Contingency @ 10% 860 
GOE Project contributiou LE 9,460 

Equivalent to $ 11,400 

I 

\0 
] 



Each C~,...crnorete shoJ.ll "irlfCl:-:n LOC31 Units w1~h1n 1t with' the 

9tmeral pol1cy .Jut.dC!li!il~s e.nd the frnnll ....... ork of the state's develOEuat 

plan. 

Loe.:!.l Uni ts s~all dl!':c:--':'!'!ie their :lc!c~s accorcU.nq to carefully 

eXCl.':1ined prio!'i ~ies, t·" ill! inc:crp',:r.:ltl::l .'lild coordinated in a propolMtd 

local plan J t.o hI.! ~p~:o""ud by t.h~ (.::::ncc:';lcd Local People I a Counc1.l aN! 
\ 

ccnvt!yed tc the Gove:-nor.l~e WCiLl h~opl e '!> COWlcil five months prior 

':'he Covcrncratl! I c plclnni.t~9 1H]c::ncil!s t.ogether with the ReqiOD&l 

Pl.l.:l .. "ling AL:~'1or i ~y an..-l the cCi.c:cr;l~d Ministries ahAll .tuay the prapc nl 

pl3.ns subm1t:cc). 1:-1 Loca.l Pcor:lc's coundl!:: within each Gove:norata • 

• 
!:'l the G.:'\·,·~:'lCr;I~e i,n ~=C!",.!::-'l'-.i~r~ ~:,: t:"., ;roposcd annual plan and tbe 

• 
After ilFi rov:..l by tJw Gc;':t:r;l::;!"~te :.ocnl people's Counci15 and 

~:i.;lloCr Co:;,:.:i~tl!.\:3 of l<.ec;io;).~~ Pl.i.:::d,:6~;, l!H! prol='Osed plans of Govern-

C!'.1~es shilll !.'l! su!:::li.t ted ~o !,~',~ Hini:;;:lHO of Pl~inq who sha.ll link 

c..=:': ccor'o!i~ctc :ncsc pl(:n~; o"0.i,~r. tJil! StlO_I."!". gent::-al plan, in consult-



,~~._.:- ~. t; ." OJ': 1 l' 0, ° 

•. _-.1 •• _. 

~ !·'~:t,1:\,:i.:l1. : .... ~6irJ~ .... CJf 

Public Law 50/l981 
(Egypt) 

• 
AR'!'ICU: 115:-

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

'SeC't~on . On~ 

P1annlnq 

or Fhi's1c~1 cevdop:n(!!".t p!""~j~ct.s CI:': ole: ~d.ties,w!'-.J.ch their finance 

or i:::plt::nent.olti:::1 aru ir. co~tr.:~;"i1c:t.l.c.;!". h'i t.h t.he St.ate t IS generAl plan 

!..oc~1.1 Ur.! t:s :ihuulc no:,:. c~)::.::;1 t t.he!:::...,·l vcs to any jo1nt investment.· 

projects with .\!"~ or fora1;n =~pi~ .. ll, \:i::bout !:.he approval of the 

'<lnd Free Zones. 

nF.':'ICLE 11.05:-

Local Pe<:?l~ IS :ollnc.i.l!: .:l:(~ rt~~?on!ii!.Jle for the ccmpr~£l'" 

uC'Jelop:ncnt of 1 ccal =clIQuni ties b~!i~.!d en the resources and potentiAla 

cf J oca.!. cC::=l~::~it.it:". Thay <lr~ a.l!~o rt:~!Jom;ible for 1c1entifyinq 

:'r:Vt:S t::~n: CFr·:")r-:.unitif~~ \,'i, t hil: t.!".t'i:.- U:.i ts and for inco:-porating 

· .. ·l:.'.J.n :la:ir j"c.ll p:'.::.rJ5 \~~f'.·=!.i·:l: cll:·.,·.It:icn 0: resources to the need8 

,,::~ording to .:; ::':'..:.11 L'ricri ti .. :-~. 

. LI! jH gh Com:n1tt.ees 0: 

~. ,I !.:.: .. , .. :: :.:-.o:.-i ~ir:s an~ thE: Lccal 

i· ': '! ;,' I :;1 , .•.••. .. !: 
. , 

\~\ 



Eac!\ gover:".Orolt:e sh.:lll w.a..:rt...:kc, within its bOUn~ies, the 

i=ple::zentation of t."Ie approved 1 OC.11 plan d.cccrc1inq to the .pec.Lt1ec5 

t.1meu.ble. Mon1~orj,n9 authorit1es in t.'1c Governorate aball·~ 

the ~ollow-up and evaluation of this .plan and a~ll aw.1t IICDthlJ' 

reports to the ~vernorate Loc:a.l People':. Counc:!l a.nc! to the (iove:zu=, 

accordinq to the ~ules set up by t.~e Executive aegulations. 
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TO AIlEIIBASSY CA I RO PR I OR I TV 

UNCLAS STATE 0~"137 

AIDAC 

E. O. lun: HIA 

TAGS: 

SUBJECT: DECENTRALIZATION PLAN"'NG AND nANAGEMENT, PID • 
263-8161 

I. THE NEAC HET ON FEBRUARY 1& AND APPROVED THE PID, \/HICH 
liAS ACKIIOIllEOGED TO BE YElL PREPARED. IN PREPARING THE 
~P, THE III SS I ON ;HOUL 0 ADORE ~S IHE FOllOli1 NG COIICE RIIS: 
AI THE ROLES OF ORDEV':: :;AQQARA CENTER AND M(1I1 STRY OF PLA· 
NING (N DECENTRALIZATION: 

THE PP SHOULD INDICATE EXACTlY VHAT ROLES IIlll BE PLAYED BY 
THE SAQQARA CElITER 4ND IUNISTRY OF PLAtlNING IN THE pnOJECT 
AND IN THE GOE QECEIiTRALIZATlON STRATEGY, IHE HEAC IS CON· 
CERNED IHAT THE CENTER 1101 BECOME ~ LARGE CENTRALIZED INSTI' 
TUTION IINICH IS ANTITHETICAL 10 THE BASIC DECENTRALIZATION 
STRATEGY. THE NEAC ~ppnECIATES THAT THE OFFICES OF REGIONAL 
PLANNING OF THE MINISTRY OF PLAHNIIiG ARE LINKS BETlIHN IHE 
GOVERNORATES AHD IHE WITER. THIS ROLE, ~O~EVER, MUST BE 
CLEARL Y STATED SO THAT THE REGIOIIAL PUIIIIERS ~RE NOT ~llO

!n;D TO DOMINATE GOVERNORATE, DISTRICT MID VillAGE ~LANNING, 

LOCAL PLANNERS MAY F 1110 ITO I FF I CUL T TO FIT I NTO AN EN· 
VIAOHnENT DOHIlIATED BY PLAWIERS FROM HIGHER LEVelS OF 
GOVERNI1ENT. DHCE THE REGIONAL ~ND GOVERNORATE PLANNERS ARE 

III PLACE THEY MAY RESIST INITIATIVES FROI1LOCAL PL~NNERS 

UNLrSS THE SYSTEM IS DEVElOPEO FROII THE BOTTOM·UP. 

II UNDEREHPl DYMENT OF GOE STAFF: 

THE "EAC REQUESTS THAT THE PP elABORATE HOII, IF AT ALL, 
THE nANAG[HE"T AND PLANNING SYSTEM DEVELOPED IN iHIS PRO' 
JECT IIILl AFfECT THE PROBLEII OF SURPLUS GDE STAFF AT ~ll 

LEVEL S OF GOVE~NMENT. IIlll THE TECHN I CAL ASS I STANCE 
'ROVI DED ASSI ST THE GDV=RNORS '" ADORE SS I NG TH I S PROBLE"? 
VILl THE TRANSFER OF FUNCTIONS FROII THE CENTRAL MINISTE· 
liES TO GOVERNORAT[S AND BUILDING THE CAPACITY OF GOVER"O· 
RATE STAFF TO PERFOR" THESE FUNCT IONS INCREASE THE PRODUCT· 
IVITY OF GOVER"ORATE STAFF AND ALLEVIATE, TO SOliE EXTENT, 
THIS PROBLEm IIILl THE TRANSFER OF FUNCTIONS FROII CENTRAL 

STATE .51137 'lIl 821374 AIDI343 
ftl.,STRIES RESULT I. REDUCED CENTRAL ST~.FFS7 

CI PROJECT TlftING: 

THE NEAC IS COIICE~NED THAT INSUFFICIENT TlIIt IS IEING 
GIVEN TO ACHIEVE PROJECT PURPOSES. IS IT REAliSTIC TO 
PLAN FOIl TME PROJECT TO HAVE STARTED 1I0RII III 26 GOVERNOR· 
ATES BY THE FIFTH YUR? CLEAR JUSTIFICATION FOR THE 
TlIIIIIG FORECAST SHOULD BE SUPPLIED IH THE PP. 

01 DEVElOl'IIt:HT OF THE PLANNIIIG SVSTEII IN THL GOVERNORAT[S: 

THOUGH THE PID STATES THAT THE CENTRAL ACTIVITY Of THIS 
PROJECT \l1ll IE TIlE DEV£lOPIltHT Of GOVERNORATE PLANNI NG 
SYSTEIIS !PAGE II, THE NEAC OOES KOT FEEL TUT ENDUGH EIIPHA· 
SIS IS GIVEN THE PROCESS OF ESTABLISHING THIS :YSTEn PRIOR 
TO THE TRAINI"G OF PE~SONNEL III THE IASIC SKillS NEEDED TO 
OPERATE THE SYSTEn. THE PP TEAll SHOULD ENSURE THAT AOE' 
QUATE TIllE AND STAFF ARE AllOCATED FOR THE OEVElOPMENT OF 
THE PLANNING AND MANAGEMENT SYSTEII IN EACH GOVEUORATE. 

EI CONS I STENCY IN PI 0 AND PP BUDGETS: 

NEAC HAS REQUESTED, IN T~E REVIEII OF A IIUMBER Of PROJECtS, 
THAT THE "'SSION DEVElOP ~NO USE A ST~NDARO ~ET OF INFlA' 
TlON FACTORS FOR OUT YEAR INPUTS FOR ~ll PROJECTS OR AT 
LEAST BROAD CUEGOR IES OF PROJECTS. DEYI AT IONS FROM THESE 
FACTORS IN SPECIFIC CASES SHOULD 8E EXPLAINED. 

2. IT IS EXPECTED THAT UNDERLYI"G LOCAL REVENUE ISSUES 
IIlll BE ADDRESSED IN TNE DECENTRAliZATION SECTOR ASSESS"ENT 
SCHEDULEO FOR THIS SUMnER. 

3. THE "EAC ~LSO IIISHES TO BE SURE THAT IT IS CORRECT IN 
INFERRING FROH THE PID: THAT GOVERNORATES ARE ONLY TO OE 
PHASED IN AT THEIA OlIN REQUEST AND THAT, IN ORDER TO BE 
SO INCLUDED, THEY ~RE REQUIRED TO COMMIT ~PPROXIMATELY 

LE 190, 8011 PER ANNUM TOIIARDS PLANH IIIG SYSTEH DEYElOPMEIIT 
AND HANAGEMENT ~CTI¥ITIES. IF THIS IS TO BE TItE CASE, 
EACH YEAR A CLEAR IHDICATION OF INTEREST AND COMMITMENT 
IIlll BE PROVIDED AS HE\I GOVERNORATES JOIN (OR DON'T JOIN} 
THE PAOJECT. IF THE't DO HOT JOIN AFTER THE FIRST PHASE, 
IT IIILl BE CLEAR THAI SOMETHING IS YRONG. HAIG 

UNCLASSIFIED 
,,\ 
\ 
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MEMORANDUM TO: AAINE, \~. Antoinette Ford 1~~:..·.: __ :_:.;..: ~---t-...::;~--, 
FROM: AA/PPC, John R. BOlt0:t=R-6~-~' 

~
N~~i~L-____ ~ ____ ~ 

SUBJECT: Egypt - Decentraliz tion PAAD _:.i..i :!.:~I:.:::..~:~·.:......_+-I ---~~.,....-, 
GCj~r~ _J..I ___ .-o.----... 

As you are aware, in the course of the new and ongoing projects 
exercise9 conducted this year, decentralization activities in 
Egypt were among those projects which PPC brought to the 
Administrator's attention. At that time the Administr~tor 
accepted PPC's recommendation for a special meeting, prior to 
obligation of FY 1982 funds, to discuss the issue of AID in
volvement in assistance to local government in Egypt. Sub
sequently, however, it has been agreed that the Near East Bureau 
would proceed with preparation of the authorization package for 
the Decentralization Sector Support PAAD, that project issues 
would be addressed within the project approval process, and that 
decentralization strategy issues ',%uld be discussed at the Egypt 
Country Briefing with the Administrator in June. 

Although the authorization package for t·he Decentralization 
Secto~ Support PAAD has not yet arrived in PPC, we wish to notify 
the Near East Bureau in advance of its arrival that we in PPC 
have re',iewed the components of the PAAO and have concluded that 
additional funding for the Decentralization Support Fund is not 
warranted and that this component should be dropped from the 
authorization package. 

Our major concerns with the Decentralization Support Fund are 
the following. While the stated purpose of the Decentralization 
Support Fund is lito support and accelel~ate the process of 
administrative decentralization to rural governorates by in
creasing investment budgets under their jurisdiction," the 
project j.s essentially a S SO million commodity drop at the 
governorate level. There is no identified development problem 
toward which the commodities are directl;d. Moreover, the project 
is not connected to any policy reform which would, for. instance, 
secure more budgetary funds from the cen.tral government for the 
governorates, or change local revenue policy. Nor is it clear 
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how the needs of local government will be addressed by the 
Egyptian Government over the long term, once AID financing 
is terminated. 

We are broadly supportive of the idea of unifying the decen
tralization of decision-making and budget processes for local. 
development. We would note, however, that even without the 
Decentralization Support Fund component, the PAAD is still of 
sufficient size to promote the achievement of our decentral~ 
ization sector program goals, ($219 million). In the absence . 
of a worked out policy/budget reform agreement on decentralization, 
it is especially important that PAAD components be able to stand 
on their own feet as developmentally sound uses of aid funds. 
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SUBJECT: DECENTRALIZATION PUD 

REF: 5120/82 BURKEIGOIIER TELECON 

I. FOR AA/Nf FORO FROM DIRECTOR BROliN. 

2. BY REFTEL liE IIILL BE UPDATII/G OUR MAYIJUNE 
OBLIGATIONS PLANNIN~ MID REQ'JESTING srECIAL BUREAU 
ASSISTANCE TO ACCElERATE PENDIIiG ~CTlONS. HO~EVER, I AH 
SEUDING THIS SPECIAL MESSAGE AS~IIIG YOUR ASSISTANCE IIITH 
THE bECEHTRALI ZAT I CN PAAD C~RRCNTl Y PROCE SS I NG TH~qUGH 

AID/II. 

l. THE PAAD FOR T~;: MI.SION'S PROPOSED IV 1982 
DECEIITRAL I ZAT ION HCKAGE OBLI ;AT I ON liAS SUBMI TYED TO 
AIDIII 2/2S/82 AND NEACED AND APPROVED ./1/82. AUTHORIZA· 
TIOII A~D CII ACTIONS ARE I'ELL UIiDERlihY AND liE ARE 
ANTICIPATING 'AN EAP.LY JUNE OBLIGATION. 

4. ~O~EVER, BY ,[f TElECOa liE UNDERSTAND THAT IN A 
HEMO JUST SEnT (~E DC NOT HAVE A COpy) ~PC HhS RAISED 
A FEll QUESTION: REGARDING INCLUSION OF THE DECEIITRALIZA· 
TION SIJ~PORT FUIID (ACTIVITY 263'0143) IN THE PARD PACKAGE. 
AS RELAYED BY TELEPHOIIE THESE S~EM TO US LEGITIMATE 
COIICERNS htlD liE ARE PRO\'IDIIIG REPLIES IH THIS CABLE \lHICH 
liE HOPE IIILL ALLOII AN CARLY BUREAU REPLY TO PPC. 

5. AT THE SAME T I HE, I T MUST BE UIIOERSTOOD liE ,RE 1I0RK I NG 
IIITHIN THE COIITEXT OF A CONTIIWOUSLY EVOLVING RELATIONSHIP 
IIITH TIlE GOE BOTH IIITH REGARD TO DECENTRALIZATION 
ACTIVITIES AND IIITH REZ?ECT TO TilE TOTALITY OF PROGRAM 
CONTEtIT AND ADMI N I STRAT ION. BASED ON OUR CORRE SPOIIOEIICE 
THROUGHOUT THE FISCAL YEAR AND SPECIFIC~LL'f THE NEAC 
REVIEII AUO APPROVAL OF THE DECENTRALIZATIOIl PAAO, liE 
HAVE NECESSARILY GONE QUITE fAR IN OUR DiSCUSSIONS IIITH 
THE GOE AIID HAVE AROUSED CL E hR E XPE CTAT IONS OF EARL Y 
APPROVAL AND AUTHORIZATION OF THE PAAD AS IT HAS BEEN 
SUBHITTED. ' 

6. IIHAT \IE ARE CONCERNED ABOUT NOli IS THAT THIS LATE IN 
THE FISCAL YEAR •• ALMOST SE'IEN ~EEKS AFTER APPROVAL OF 
THE PAAD AND JUST AHEAD OF AN AUTICIPATED OaLiGATION _. 
liE ARE SUDDENLY FACING QUESTIONS AS TO III1ETHER WE IIILL BE 
ABLE TO PROCEED ALOIIG THE LINES \IE HAVE SEEN DISCUSSING 
IIITH THE GOE. 

7. I I/ISH TO URGE MO:T STRO~GLY THAT liE AIID PPC PROCEED 
TO ASSURE All EARLY AUTHCRIZATIOH OF THE PAAO AS SUBMITTED. 
TO THE EXTENT THAT IT IS BELIEVED THERE ARE IMPORTANT 

ADDITIOHAL ISSUES IIII1'CH HEED TO BE ExPLORED IIITH RESPECT 
TO THE fUTUriE OF OUR DECEIIYRALIIATION EfFORIS, I ALSO 
STROIIGLY URGE TNAT THESE BE BUlL T INTO THE fDRHAL 
EVALUATION PROCESS FOR DECENTRALIlATIOII ACTIVITIES AHD 
NOT INTO fURTHER DELAYS ON 110VIIIG THIS PARTICULAR PACKAGE. 
I VDULD IIELCOHE A POSITIVE REACTION ON THIS MATTER AT THE 
EARLIEST PDSS!BLE DATE. 
I. THE PAPTICULAR QUESTIOHS RAISED IN THE PPC I1EMO AND 
OUR SUGGESTIOUS FOR REPLYING TO THEM ARE AS FOLLOIIS: 

A. PPC ISSUE: DSF I S NOT I DENT I F I ED VI TH THE CEIIYRAL 
DEVELOPHENT PRODLEH OF DECENTRALI ZAT ION. 

RESPONSE: AS IOEI/TIFIED IN THE DRIGII/AL PROJECT PAPER, 
DSF DIRECTLY SUPPORTS AtID ACCELERATES DECENTR~L1ZATION 
OBJECT I YES BY IIICPEAS IIIG LOCAL INVESTMENT BUDGETS. 
ASSESSHENTS AND REQUIREMENTS ARE ALL DONE LOCAllY, NOT 
CE~TRALlY, EQUIPMEIH AND DECISIONS AS MADE CO~PLEHENT 

AND SUPPORT ALL OTHER DECENTRALIZATION ACTIVITIES, BOTH 
US'SUPPORTED AIID EXISTINr. GOE PROGRAMS UIIDER LAIIS 4l 
AND SO. THE INFUSION OF EQUIPMENT, TRAINIIIG, APPLICATION 
OF HAINTENANCE OPERATIOIIS, AND THE HAIIAGEMENT, PLANNING 
AI/D UTILIZATIOII EXPERIEIICE IS PROVIDING A DIRECT IMPACT 
ON OECEIITQALIZATIDN THEORY AND ~ROCESSES. III FACT, DSF, 
BECAUSE IT IS FOCUSED AT THE GDVERIIORATES AIID NOT THE 
CENTRAL LEVEL IS THE FIRST CONC~ETE APPLICATION OF 
ADMINISTRATIVE AIID SUDGET~RY DECEIITRALIZA.TlDN TO DEAL 
IIITH VILLAGE/DISTRICT/GOVERIIORATE NEEDS AlID.THE FIRST 
INTEGRATION OF LOCAL PLAIINIIIG, MAIIAGEMEIIT, EQUIPMENT 
USE AHD TRAIIIIIIG ~ITH LOCAL SlRVICES AI/D INfRASTRUCTURE 
DEVELOPMEIIT. APROPOS OF THIS, THE ARRIV~L OF DSF EQUIp· 
I1ENT fOR GDVERIIDRATE OPEP.ATION AIID USE (GRADERS, BULL' 
DOZERS, DUMP TRUCKS, FIRE TRUCKS, GARBAGE AIID SE~ERAGE 

TRCCKS, ETC.) IS ALREADY STIMULATING A PRIVATE S,CTDR 
SERVICE'CAPACITY BliaM IN THE GOVERUORATES. EGYPTIAN 
SERV I CE AGENTS FOR U. S. MANUFACTUR I NG FI RMS II. E. DSF 
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BID AWARDEESI ARt RAPIDLY EXPANDING FACILITIES ALL OVER 
EGYPT. THIS III TURN IS FROVIDIIiG ltiPHUS rOR ADDITIOIIAL 
PR I VA TE 'SECTOR ORDERS BY EGYPTI API COIITRACTORS. 

B. PPC ISSUE: DSF I S NOT CONNECTED III TN POll CY 
CONSIDERATIONS TNAT THE PAAD PROIIOTES. 

RESPONSE: LOCAL EOU I PMEtIT liE EDS-ASSE SSMENTS, ACQU I S I TI ON 
TNROUGH DSF, MID UTILIZATION ARE THEMSELVES AN ACTUAL 
OPERATION IN PRACTICAL .UPPORT OF DECENTRALI ZAT I ON 
POLICY AND STRATEGY AS OUTLIPIED IN THE DECENTRALIZATION 
LAW •• USAID 6ElIE~ES ITS DECENTRALIUTIOH PORTFOLIO 
REPRESENTS FUIIDAMEHTAL POLICY ORIEtHATION. IIHILE 
ACTI VIT I ES ACTUALl Y FUIIDEO I ,rCL UOE HARDII~RE, IIIVE STIIENT 
BUDGET AUGMENTATION, AND TRAINING AND TECHNICAL ASSIST
ANCE,' THOSE I NVESTMENTS ARE I N SUPPORT OF FUNDAMENTAL 
?OllCY REFORM IiHICH IS AT THE HEART OF SADATlIIUBARAK 
INITIATIVES. DURlliG THE PAST THREE YEARS IHC.EASING 
RESPOII.IBILITY HAS BEEN TRANSFERRED TO THE VILLAGE APID 
GOVERNORATE LEVEL S. GOVERNORS THROUGHOUT THE COUNTRY 
HAVE BEGUN TO EXERCISE THE NEil AUTHORITIES GIVEN THEil 
AND TO SUPPORT VILLAGE AIIO HARKAZ IPlITIATIVES \/HILE 
STRElIGTHEllIliG GO'iEfttiORATE COOROINATlOII AND SUPPORT. 
THIS ~OVEMENT H'S BEES FUIIDAME~TAL ~PlD REFLECTS A REVOLU· 
TlOH IPI TIlE ACMIIIISTRATIOH OF RURAL LIFE. CERTAI/ILY 
THERr IS MORE TO BE OOIlE .- PARTICULARLY ON THE REVEtlUE 
ALLeCATiON AND CENERATION SIDE. BUT CENTRAL GOVERIINENT 
ALLOCATIONS OF OI:;CRETIOIiARY INVEST~ENT TO THE 
GOVERNORATES H~S IIICREASED DRAMATI CALL Y OVER TNE PAST 
THREE YEARS, AIIO THERE IS "ICREASIII~ UILLIlIGIiESS TO LOOK 
AT UTILITY DRGAlllZmOti (I.E. lORD IN BEHEIRA AND PRO
VINCIAL CITIES) ~IID TO COIISIDER TAX AUTHORITY. DSF IS 
HAVIIIG A PRACTICAL POSITIVE IMPACT ON THE DECENTRALIZATICH 
PROCESS ~ND RELATED POLICi CONCERNS. 

C. PPC ISSUE: IIhAT riArPENS TO LOCAL GOVERPIMENT NEEDS 
WHEN AID FUNDING ENDS? 

RESPONSE: AID RESOURCES IN ALL PROJECT ACTIVITIES OF 
DECENTRALIZATION, ESPECIALLY DSF, ARE "PUMP PRIMING" 
ACTIONS \/HI( ARE ALREADY DEMCIISTRATING RESULTS OF 
INCREASING BUDGET FLOIIS FROM CENTRALIZED MINISTRIES TO 
GOVtRIlORATES. lAID ANALYSIS OF GOE 1989-81, all82 AND 
NEW 82·83 BUDGETS IS UNDERIIAY AND TNE TRENO IS CUITE 
CLEAR.) liE BELIEVE AID FII~DS ~RE CLEARLY INSTRUMEtlTAL 
IN INSTIGATING AND ACCElERATING THIS CNANr.E. OBVIOUSLY, 
THE PROCESS HUST AND .ILL COIITINUE 4S AID FUNDING RUNS 
OUT. A SUCCESSFUL TRAHjlTIOl1 FROM FOREIGN ASSISTANCE TO 
DOIIESTIC FU'IDIlIG OF LOCAL DEVELOPMEIIT IS ANTICIPATED AS 
A RESULT OF TIIO rACTORS: (II IIICREASED ~DMINISTRATIVE 
DPERIENCE AND TECHlllCAl CAPACITIE~ TO HArrDLE INVESTMENT 
FUIIDS; AND (21 CREATION OF POPULAR DEMAIID AT LOCAL 
LEVElS FOR CONTIHUATION AND OPAHSION OF SERVICES. IN 

CAIRO 12591 92 OF 02 2115181 5841 om99 AID"~j 
ADDI T I Oil, SUSSTAIIT I AL POTENT IALL Y T AX~BL E SECTOR GROIITH 
~HOULD FLOW FROM ThE SUCCE:S or THE ADMINISTRATIVE AhD 
BUDGETARY DECENTRALIZATION PROCESS. ATHERTON 
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INFORMATION MEMORANDUM FOR THE ADMINISTRATOR 

THRU: ES 

FROM: AA/NE. W. Antoinette FO~ 
SUBJECT: Egypt: Decentralization PAAD 

Attached are two action memoranda to you on the Egypt Decentralization PAAD. 
One, from this Bureau, recommends approval of the full decentralization sector 
package. The other, f,"om PPC, reconmends approval of the package with the 
exception of the Decentralization Support Fund (DSF) activity. 

We have been aware of PPC reservations on the OSF and have devoted nearly two 
pages in our action memorandum to a di~cussion of these concerns. PPC has now 
decided to draft its own memorandum. We believe we have fully responded to 
PPC's substantive concerns in our original action memorandum so we are sub
mitting it as previously drafted. 

The PPC memorandum does raise two additional issues which I would like to 
comment on briefly. The first is PPC's assertion that the OSF was essentially 
a hastily thrown together, one time transaction to meet our FY 1980 obligation 
target. It is true that the notion of a DSF activity only fully emerged 
during FY 1980. Impetus for the OSF grew largely out of the GOE reorganiza
tion of May 1980 which delegated SUbstantial additional authorities to the 
Governorates. Howev~r, we had had prior experience with OSF-1ike investments 
in three Governorates which provided us with a model. A PID, Ee~~, was not 
submitted by the ~1ission but a concept pa~er in the fonn of a cable was sub
mitted and was subjected to a NEAC review in lieu of a PIO. While no fol10w
on funding for the DSF was identified in the originai PP, this is true for 
most of our activities. Neither the Basic Village Services nor the Develop
ment Decentralization activity specifically provided for follow-on funding in 
the original PP. The point is we intentionally limit our initial exposure and 
subsequently select for additional funding those activities which are rela
tively more successful. I believe the Agency guidelines encourage repeated 
investments in areas of successful endeavors. Moreover, I finn1y believe good 
ideas may and do emerge from a gestation period considerably shorter than the 
e;ghtp.~n months required by the full PIO - CP - PP cycle. 

The second point is ppe's denigration of the equipment needs assessment. The 
DSF is targeted at the maintenance of basic services at the Governorate 
levels. Egypt's basic infrastructure and other services fell into disrepair 
during the thirty years following World War II. The DSF not only represents a 
major policy change where investment decisions are made, it involves also 
partial movement towar'ds a resource allocation which gives proper attention to 
maintenance and basic infrastructure and services. It seems to us that this 
type of investment is fully consistent with the thrust of the Agency's recent 
policy paper on RecurrEmt Costs. The AID policy paper disposes of the 
existing bias in favor of new investments to the exclusion of maintenance and 
recurrent costs. Finally, I see nothing wrong with financing dump trucks and 
fire equipment. These items are in high demand and provide tangible evidence 
of U.S. assistance -- visibility which the GOE earnestly desires. 
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This is a politically and economically important project and I hope we can now 
go forward with it rapidly • 

. ~ ... 
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