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Proposals received during the period and short description of

Summarized comments on 1 prepared by the MIIC and AID.
Pro-forma budgets of each proposal.
Proposed implementation arrangements for each proposal for

which approval is reccmmended.

5.
6.

Recommendations for approval by the Comnittee.

Draft standardized response letters ter (i) approval, (ii)

disapproval, (iii) request for additional infermation from proposil
sponsors.

These quarterly reports would serve as agendas for Committee decisions on
this component. The Technical Secretariac would infeorm MIIC and AID of
Committee decisions and undertake needed funding arrangements with AID
for approved proposals.


















VII. EVALUATICN

AID will meniter the progress of loan and equity implementation and
disbursement by reviewing periodic progress reports and by frequent
informal consultiations between the parties in Cairo. AID will monitor
the rate of lean disbursement by reference to AID's internal financial
reports,  DUOAID/Cairo will conduct quarterly meetings to review the
progress of laan implementation with the Committee and SEE participating
banks.,  The records Kept throwh reonlar monitering will be reviewed at
least quarterly, to uncover implementation problems that require action,
Given the stert brplementation time and the natwee of this project, a
sepirate cviluation activity i not considered necessary or feasible;
regular, syctematic monitering is consicered surficient.,

A discrete evaluation activity will be undertiken in June 1984 in order
to assess the irmict of this project and to assist in designirg follow-on
effores,
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2. Grantee shall undertake at least bi-annual discussions
under the auspices of the Deputy Prime Minister for Economic and
Financial, with AID on credit and private sector development
matters.

3. Grantee shall discuss with AID ways to expand numbers of
private and public banks and productive enterprises
participating in the Chort-Term Credit and Small Scale
Enterprise Credit activities.

4, Grantee agrees, for the Technical Assistance, Training, and
Studies activity, to emphasize proposals which are supportive of
private secter developrent and which improve the skill level of

private banking and other institutions.
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AID Regulation 1 will govern the procurement of goods and services
unless otherwise agreed in writing. The review and approval
process financed under this grant will be similar to that establ-
ished under the Private Sector CIF Prograa,

The parties 1o the Crant will consult at least semi-annually on
a broad range of credit policy and private sector issues related
t0 this prograns,

On behalf of the Government of Lgypt 1 would appreciate your
favorable consideration of this grant assistance request generally
Lased on criteria set forth herein.

Sincerely yoyrs

® > =kt
Touad iu‘a.nuaf
Senigi-tritriecrerery of State

f gpntmic Cooperation with
UISOAI
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services in Egypt is required to fulfill the purposes of this Project;
the purposes of this Project cannot be met elfectively througn the
expenditure of Ul=iwrned local currenclies for sucn procurernent; ang the
administrative official approving local cost vouchers iy ute tnis
detemnination as the basls or e certificallion required by Jectlon
612(b) of the Act,

Adinistrator

ate
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In view of the above considerations and the fact that the project
supports the US foressn policy objective of encouraging privite seeror
development, ve have concluled thal Lhg previcusly Tentionied project

Costy Shoulu e Cullar bunted,






ANNEX G

The WEAC
3

Guicance Cable for the Production Credit Project is LOU
STATE 1379

v b

i)
]

™Tis cable s lecated in NE/ZFD Oiles and the USAID/Cairo Office
of Corrmanications and Recoras (CSH),
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EGYPTIAN BANKING SYSTEM

12

Central Bank

Commercial Banks

1Cc Sector
Private Egyptian Owned
Private Joint Ventures

Public Sector Specialized Banks
Aradb Lana bank

Credit Foncier Egyptian

Principal Bank Agricultural Credit
Development Industrial Bank

Investment Banks
ptian ed

Joint Ventures

Foreign Branches

Free Zone Banks

Other Banks

Representative Offices of Foreign Banks
Nasser Social Bank

Milti=National Offshore Bank

TOTALS

/31/1973 12/31/1981
Number Number
1 1 _
4 4 "
9
11
1 1
1 1 :
1 1 '
1
3
6
19 !
,!
|
29 ]
1 .
2 L
10 89




Sactor

Agriculture
Industry
Cormerce

Services

TOTAL

December

1
ho

b
21
82

e cembep

I‘jltﬂ

144

Deecenber
—— Rl

IRele

a1
11l
2l
10
229

ANNEX J

Pecembepr

143

1/ Details may not add to tolals because of rounding;

incluces lcans of over one year matupity for

ejen seelir.
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23. The bank shall not issue Form (A) addressed to the Customs
Department except after ascertaining the conformance of the item stated

in the documents to the item specified in the credit.

2li, All the formalities and contacts required for the utilization of the
US funds by the private sector shall be carried out in conformity with
the rules set by this circular and the USAID rules through the concerned

bank.

25. In the event of establishing a violation of any of the rules spelled
out under this circular by the client, the eligible bank shall oblige the
client to settle the cost of the shipments received against the opened
credits from his own means and reimburse the cost to the loan's account,
advising the Ministry of Investment and International Cooperation to
consider denying the client the privilege of benefiting by such funds in
future.

26. The eligible banks which opened the credits for such funds shall be
responsible for executing the rules and regulations contained in this
circular without breaching the rules or decisions concerning the client
eligibility procedures.

27. The rules set forth in this circular shall become valid in respect
to the credits opened after the effective date of its issuance, and any
other rules contrary to this circular's provisions concerning such
credits are canceled.

Deputy Prime Minister
For Ecomonic and Financial Affairs
and Minister of International Investment and Cooperation
(signed)
Mohamed Abdel Fattah Ibrahim
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ANNEX Q

The Development Industrial Bank ani Small Scale Enterprises

The DIB is the only Egyptian bank which has historically provided a
significant level of services to small scale enterprises. Private sector
banks are generally uninterested in projects of less than $500,000 and
public commercial banks are principally engaged in short term commercial
lending and have little experience in term working capital or fixed asset
lending. Since its establishment in 1976, the DIB appr ved loans
totaling LE 318.4 million of which LE 291.1 million (91.4%) were to the
private sector. Of an outstanding loan portfolio of LE 153 million as of
June 30, 1981, LE 51 million was loaned to SSEs. Most of these SSE loans
(67%) were for medium term (5 year) credit. Over the next five years,
the DIB will increase the share of total loan approvals for SSEs from the
present 30% to 40-50% by 1985, as agreed as a special condition for its
$120 million FX loan from the IBRD.

In 1976, AID provided $31.5 million to the GOE for onlending to the
DIB as support for industrial development. By mid 1982, the DIB had
disbursed approximately $21 million from letters of credit; had opened
approximately $24 miliior iun L/Cs; and had loan contracts totalling $26
million for use of AID funds. Over this period, the DIB's project
approval authority increasec from $250,000 to $1,000,000; US flag
shipping interpretations were more broadly defined, and a pattern for
working with AID, and its regulations, emerged.

As a development bank, the DIB has placed a strong emphasis on
extending technical assistance to its clients. In the past, assistance
was limited to fielding engineers who would provide advice and technical
swport to clients, This support focused mainly on ensuring good
performance of equipment and machinery. Currently the DIB, with World
Bank support, is substantially expanding its technical assistance effort
to its clients., Hriefly, this program includes the formation of a new
Client Assistance Department which will work with Egypt's Engineering and
Industrial Design and Development Center (EIDDC) und the Productivity and
Voational Training Department (PVT) of the Ministry of Incustry.

The DIE {tself i currently a recipient of technical cosistance from
the EEC and the AID DIB-IT project.  The £EC has provided a full time
consultant adviser for the DIE's OCR Department and the DIB IT project is
prov.ding 2ssistance for strenglhening the overall minagement and staff
capacity of the hiank.

A nurher of deoners are currently helping the DIB meet its foreign
exchange needs,  The werld Bank, African Develcpment fxink and German
Freditanstalt Sure wiserauiban (FOW) bank will provide about $160 million
tn united fereien excoanee in 1982, The majority of denor funds are
expected Lo reaeh medium and larpe private Cipmn o with more than LE
350,000 in fixed assets. The world Bink has preserved $°0 million of {ta
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furds for very small SSEs with less than LE150,000 in fixed assets.
Local currency loans are financed by a LE100 million line of credit at
the CBE.

There rernins a gap in foreign exchange financing for SSEs in the
range of LE 150,000 to LE350,000 in fixed assets. Phase I of the
Production Credit SSE activity is designed to help meet the foreign
exchange needs of SSEs in that range.
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The development of industrialization in Egypt during the twentieth
century may be described in terms of three principal phases. The first
phase started in the 1920's when the country began to pursue a more
vigorous import substitution policy to offset declining exports and to
protect emerging national enterprises. Egyptian capital and
entreprencurs, played a crucial role in financing and promoting
industrial development as well as securing favorable protectionist
legislation.

This phase was significant not only for the rapid growth of
industrial output and productivity (particularly between 1938 and 1948),
but also for the dominant role of the private sector. The Government's
role during this time was limited to infrastructure development, mainly
in agricultural irrigation systems and social services. Investment
decisions were left to private industry which included both large and
small enterprises.

The second phase of industrial development began following the
revolution of 1952, although it did not take definite shape until the
early 1960's. During its early years, the government encouraged both
private Egyptian and foreign interests to play a more dynamic role in
investment and industrial expansion.

This situation beran to change following the Suez War of 1956 when
British and French interests were nationalized. At about the same time,
a Ministry of Industry was established to take a more active role in
planning and management of the industrial sector. Spurred by a desire to
speed industrialization, a Permanent Council for the Development of
National Proauction was established to study and implement development
programs. 1ts efforts gave the Government a stake in a number of
important industrial projects and led to the Fi.st Industrial Plan (i957)
and the First Five-Year Industrial Plan (1900/61 to 1964/65). Such steps
reflected the Government's belief that the public sector had to play the
leading role in capital formation and industrial development.

In 1960 and 1901, sweeping nationalizations tock place which resulted
in state control of most large private sector fimes engaged in
manufacturing, toreign trade, barking and insurance. The state also took
over much of the wholesale and retail astivity, particularly of basic
comnydities., Ondy small scale enterprices, most employing fewer than 50
workers, remained in private hands. It has been estimated that there
were U, 007 manufacturing and mining ectablishments in 1956)1 and that the
public sucter acccuntea ror about 95% of firms with more than 500
workers, 65-70% o!f tnose with 100-50C workers, 50% of those with 50-100
workers, but only 7% of establishments with fewer than 50 employees.

The nationalizations and povernment policy in the early 1960s
discouraged prowtn in the number and size of private sector
establisnments. wWnile the number of all manufacturing establishments
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the transaction is recorded on USAID's computer. The shipment of the
commodity is recorded once USAID/FM/Controller has received the shipping
documents from the supplier.

The supplier is required to ccmply with AID regulations by submitting an
Application for Approval of Comnodity Eligibility (AID Form 11) first to
SER/COM and then, it and the Supplier Certificate and Agreement with AID
(AID Form 282) to the US correspondert bank.

After disbursement under the L/C to the US supplier, and receipt of the
equipment in Egypt, the sub-borrower woulc repay his loan to the
participating bank accordinc to a pre-set repayment schedule falling
within the gpuicelines of the circular. The bank would transfer these
payiments to tne CBE which would credit the Ministry of Finance's account.



