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SUBJECT: Approval of Technical Support for Sector Policy Reform
(TSSPR) Project Paper Supplement (263-0233) and Project
Authorization
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t"tXXtm
'1'1lllliN'
CAIRO, EGYPT

DATE:

FROM:

UNITED S'I'ATES AOlilNCY for IN'l'lilfU'Ji\'l'IONAL DJ~VP~LOPMENT

TRANSMIT'l'AL MEMORANDUM TO TilE MISSION DIRECTOR

September 7, 1995 ~ __

Tom Rishoi, AD/PD~\~

..

k

An Executive committee review of the subject TSSPR Project Paper
Supplement (PPS) was held on August 30, 1995 at 2:00 PM in the
9th floor large. conference room. The Executive committee (ExCom)
approved the PPS and recommended you approve the PPS for a total
LOP funding of $50 million, a PAce extension to July 31, 2002,
and an authorization of $25 in FY 1995. The discussion below
represents the decisions reached by the ExCom on issues
discussed.

DISCUSSION: The attached Project Paper was reviewed by the TSSPR
Project Design Team and Mission Executive committee. It was
decided to approve the modifications to the Technical Support for
Sector Policy Reform (TSSPR) Project. The modifications clarify
the Project Purpose, extend che project until July 31, 2001,
increase the authorized level to $25 million, with the
expectation of an increase to $50 million in FY 96, and modify
the selection, monitoring, and review processes of project
activities. The ExCom made three recommendations:

Recommendation (ll: EAP would review the procedure for
monitoring results and ensure that the procedure would reflect
both the specific results of the activity or sUbactivity as well
as the broader more general effects.

Action Taken: Language has been added to the
Supplement to clarify the procedures, and specify that
monitoring would take place in conjunction with an
annual program performance review.

Recommendation (2): EAP and PDS would review the procedure
described in the PP amendment with the auditors to see if it
addressed the concerns raised in their August 10, 1995 Discussion
Paper on their audit of USAID/Egypt's Monitoring of Small
Projects.

Action Taken: EAP and PDS staff met with auditor staff
on Septamber 7 and 10, and, although no commitment was
made, it appears that the procedures described in the
amendment address the issues of concern in the audit.

106 Kasr EI Aini Street
Garden City
Cairo, Egypt
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Recommendat.j,on (3): EAP and PDS will investigate, on a pri'"'rity
basis, contracting arrangements to reduce the administrati~e and
human resource demands on the EAP staff in project
administration.

Action Taken: EAP and other members of Strategi.c
Objective 1 team have identified several options to
reduce the management burden related to the mUltiple
activities under TSSPR. Language has been added to the
PP Supplement which identifies the options to be
pursued.

Subsequent to EXCOM review, the Ministry of HIC asked if TSSPR
could fund additional staff at the MIC to help with policy
reform. The language of the TSSPR amendment has been altered to
allow TSSPR to consider funding of additional staff needed to
monitor TSSPR activities. A PIL would be needed to detail the
changes iu the budget, new position descriptions, support costs,
and other issues; project committee concurrence would also be
needed.

There are no further issues pending. The PP amendment required
no substantive modification other than clarifications.

RECOMMENDATION:

That you approve: 1) the Project Paper Supplement No. 1 to the
Technical Support for Sector Policy Reform Project (263-0233),
and 2) Project Authorization Amendment No.1, thereby
authorizing the project at an LOP of $25 million.

Attachments:

A. Project Paper Amendment
B. Project Data Sheet
C. First Amendment to Project Authorization

Clearance:

R Wuertz, EAP f@
R Steelman, PDS/P RS

....;..:;"":-~-

E Rauch, PDS/P .~ iidL.
M
J

Kleinjan. LEG t~
DuRette, OD/PDS/P

R Bonnafon, AD/FM
J Dunlap, AD/PROe (draft)

~ ~:=:~~,A~fAG ~
J Riggs-Perla, AD/HRDC ~~
D Miller, DDIR
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echnical Support for Sector Policy Ref-g.-rnAsia Near East

2. COUr-;TRY/ENTITV

Egypt
4.IWREAI:IOHICf.

12. SPECIAL CONCERNS CODES (maxI,""'" 7 cod., of4 pontlDrtI mell)

A. Code I I I J L
8. AmoWlt -----J------+------C::::=::::::::::====

Ill. PROJECT PURPOSE (mGJIi",urIII 480 e"-cttn) .

-- - •. -----_._---_.-
"6: PROJECT i\;;SISTA."ICE COMPLETION DATE (rACD) 7. ESTIMAl'F.D DATE 01- OBLl GA1'ION

(Und". '8:' b.ww, mlllT 1, 2, .1, 0,4)

1~71:ll'Ol~ I A. Initial FV .~J B. Q?artuJ!J C. Final FY L9..L8J --
8. COSTS ('000 OR EQUIVALENT 31· )

A. FUNl>1NG SOURCE
FIRST FY 92 LIFE OF PROJECT

B. FX c. LIC D. Tota! E. FX F. LIC ro. Tntal

AID Appropriiltc:rl Tow 10 000 10 000 50.000 50.000
(Grant) ( 10 000) ( ) (lO,OOQ) ( 5 0..tJl0 0 ) ( ) (1:)0 000 .
(Lo~n) ( ) ( ) ( ) ( ) ( ) (

Other II.
u.s. /2-

HOlt CoUll tJy

Other DOllor(.)

TOTAL S .... 10 000 10,000 50,000 50.000
9. SCHEDULE OF AID FUNDING ($000)

1 B. C. PRL\1ARV E. AMOUNT APPROVEDA. ArPRC'· PRIMARV D. ODUGATIONS TO DATE F. UFE OF PROJECT
PRlATION 'pUItPOSE TECILCODE THIS ACTION

CODE I.Grant 2. Loan 1. Grant 2. UIID I. Grant 2. LaIlD I. Grant ~ Loan

(I)ESF 10,000 40,000 50,000
(2) .
Ill)

(4) -
•.... 10 nnn 40 000 to.OOQ

,
TOTALS I

10. SECONDARV TECHNIC.~CODES (maim"'" 6 eoanof J politiOftl Heh) II. SECO~1)ARV PURPOSE COL'

I I l I I .. ,

- ..
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:II
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•
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....
1'1

.•....

To help the GOE develop, carrv out, nonitor and evaluate its
policy reform program so as to achieve an improved economic
policy framework which will encourage private sector led export
oriented economic growth.

U. SOURCE/ORIGIN OF GOODS AND SERVICES

Interim 000_ _.0 94.1. 'eJ Local 0 Otha(Sp,cifyJ .

16. AMENDMENTS/NATURI. OF CHANGE PROPOSED (TAil iI,.. 1 01 ...£.. /MI' PI' AIINIIdIRIllt.)

This Amendm:mt increases LOP to July 31, 2002 and LOP fund to $50 million.

u.,DATE DOCl'MENT R.ECEIVU
IN AJD/W, OR. FOR AIDfW DOCl _

~--~'.j::.~=-.:...::.:.:~~..:::::...:+--~---------~ MEN'rs, DATE OF DlSTRIBUTIO

Mission Controller has reviewed and concurs with the methods of implem:ntation
and financing included herein. !~! ~/~ . ,

~~~ ~,.Iir,
Robert Bonn . fon, AD/FM

17. APPROVED
BY

-:-::::-:-:~~:-::::o:-_ ....-_-_-n-R-.-w-e-s_t-l_e-v-__-_......A--.4-.L..L..L..:-~~i.,,;,.L--~-....L.-~I D,D I v:v I ".---; Mission Director L.l...l-.Ll..l-
AID U!().4 ("79) c.,
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CAIRO, EGYPT

UNITED STATES AGKNC"Y for IN'l'ERNATIONAL DEVELOPMENT

FIRST AMENDMENT TO
PROJECT AUTHORIZATION

I

Name of Country: Arab Republic of Egypt

Name of project: Technical Support for Sector Policy Reform

Number of Project: 263-0233

1. Pursuant to section 531 of the Foreign Assistance Act of
1961, as amended, the Technical Support for Sector Policy Reform
Project was authorized on August 23, 1992. The authorization is
hereby amended as follows:

a. Paragraph 1 is amended by deleting "Ten Million United
states Dollars ($10,000,000)in grant funds over a five year
period" and by SUbstituting "Twenty Million united States Dollars
($25,000,000) in grant funds over a ten year period" therefor.

b. Paragraph 2 is amended by deleting it in its entirety
and replacing it with:

"To help the GOE develop, carry out, monitor and
evaluate its policy reform program so as to achieve an
improved economic policy framework which will encourage
private sectoI led export oriented economic growth."

2. The authorization cited above remains in force except as
hereby amended.

.~'~"---
;I Director

~/t)/7J'-

Clearances:
AD/EAP, PDeuster
AD/TI, PDelBosque
AD/POS, TRishoi
AD/FM, RBonnaffon
A/D/DIR, JRiggs-Perla ~ ~~

Drafted:LEG:MA~\~jan:mf:(8/21/95):PAUTH233.1
106 Kasr EI Aini Street
Garden City
Cairo, Egypt



DATE:

nOM:

SUBJECT:

ACTION MEMORANDUM FOR THE MISSION DIRECTOR

S~~~~5
~~U~ r, D/EAP

Technica~ support for Sector Policy Reform (TSSPR)
Project 263-0233 - project Paper Supplement

ACTION REOUISTEp:

Approval of modifications to the Technical support for
Sector Policy Reform (TSSPR) Project. The modifications will
clarify the Project Purpose, extend the project until July 31,
2002, increase the authorized level to $25 million, and specify
the review process for activities to be funded.

In order to clarify the intent of the project, the purpose
will be revised to read:

To help the GOE develop, carry out, monitor and
evaluate its policy reform program so as to achieve an
improved economic policy framework whicQ will encourage
private sector led export oriented economic growth.

The original Project Purpose was worded:

To help the GOE develop, carry out, monitor and
evaluate its sector policy reform program.

The revised Purpose statement makes clear that TSSPR is not
restricted only to actions which directly support USAID's Sector
Policy Reform program, but rather allows funding for assistance
which supports the USAID/Cairo Mission's first strategic
objective (improving economic policy framework) in order to move
Egypt toward the Mission's subgoal (encouraging private sector
led export oriented economic growth) in support of the Mission's
goal of broad based, sustainable development with improved
quality of life.

This modification to the Project Paper will accommodate
technical assistance and training in support of the follow-on two
year, $400 million Sector policy Reform Program (SPR II) which
was authorized on August 16, 1994. This mOdification will also
allow for technical assistance and training in support of a third
SPR program for the years FY96 and FY97, and possible future
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programs, without interrup'tion of the technical assistance
provided under this project. TSSPR will be the fUl1~ing mechanism
for Strateqic Objective (SO) 1 activities such as a new corporate
tax project and possibly for certain activities under the U.S.
Egypt Partnership for Economic Development and Growth.

This Project Paper (PP) Supplement contains adequate
planning and full justification for amendment up to $40 million,
for a total LOP of $50 million. Hence, signing the attached
project data sheet will indicate that you have approved the $50
million project as amended. However, the attached authorization
amendment will increase the LOP authorized funding amount from
$10 million to only $25 million in 1995 and extend the PACD until
July 31, 2002. Planning has begun for a third SPR (SPR III) for
FY 96 and FY 97. Authorization for the additional $25 million is
expected in FY 96.

EAP has succeeded in designing a large task order contract
that will reduce the number of actions Which need to be taken,
thus increasing the speed at which funds can be earmarked.
Negotiations with the GOE continue to be protracted but have

2



substantinlly improved over the years. Discussion of the
selection of project activities and project manaqement proce,eures
are further described in the followinq sections.

DISCUSSION;

This project Paper Supplement is intended to amend the
statement of the project Purpose, increase the life and fundinq
of the Project, and provide additional,information on how the
activity will be manaqed. The following narrative provides an
update on activities undertaken by the project to this date,
those activities either underway or in the procurement staqe, and
activities proposed for the future. In estimatinq future fundinq
requirements, an illustrative list of activities and their
estimated fundinq requirements are provided. This list is not
conclusive and the pace and areas of policy reform and aqreed
upon policy reform measures will determine the actual activities
to be chosen and the fundinq requirements. The manaqement
procedure for activity selection has been modified to ensure
adequate and timely oversiqht.

This Supplement does not include any additional technical
analysis to that provided in the oriqinal document. The analyses
previously provided are still relevant and accurate and do not
require updatinq. Manaqement and monitorinq plans have been
added as well as a framework for monitorinq selected activities
(Attachment B). This framework will assist project manaqers and
aUditors in monitorinq the project to insure that the desired
results are achieved. A procurement plan for the first year is
included (Attachment C) and will be revised annually.
Implementation plans and procurement plans for individual
activities will be approved under a modified activity review
process, as described below. All required specific analyses and
planninq for individual activities will be included within the
framework of the PIOIT or other earmarkinqlreservation documents,
for example, indicators of proqress towards activity objectives.
Adequate planninq for obligation of the $40 million included in
this amendment is accomplished by establishment of criteria and
procedures forsubactivity selection and justification for the
amount of funding approved. All aqreements will be entered into
directly by USAID (this includes qrants, cooperativeaqreements,
buy-in, IQCs, etc.) or Project Implementation Letters to the
responsible qovernment entity, as currently is done. The Mission
has received a categorical exclusion from USAID environmental
procedures.

TSSPR will fund activities which will lead toward USAID's
first strateqic objective, "improved economic policy framework."
For example, it will be the funding mechanism for a follow-on
activity to the Public Finance Administration pr.oject (263-0209)
if one occurs. This is consistent with the recent change in
USAID operations from an emphasis on individual projects to an

3

Ii·



emphasis on strategic objectives. Since the follow-on would daal
with corp\,r~te tax issues which fall under the purview of SO 1,
funding it under TSSPRwill eliminate the need for a separate
project paper and project.

TSSPR may also be the mechanism for funding selected
activities under the partnership for Economic Growth and
Development (PEGAD), a special effort to promote economic
development that is jointly sponsored by President Mubarak and
Vice President Gore. That is, those activities of PEGAD that fit
within SO 1 may be eligible for financing under TSSPR.

The long term assistance activities, and even some potential
short term activities, will have the effect of strengthening the
capability of the Government of Egypt to design and carry out an ~

economic reform program. This strengthening may be achieved by
the collaborative work of the long term advisors, by formal and
informal training, and by the provision of equipment and other
commodities. Although the strengthening of GOE institutions
(institution building) is an aspect of technical assistance, the
development of these institutions is not the primary rationale
for the activities. The rationale is to bring about policy
reform. and to carry it out. The long term assistance, therefore,
will be focused on institutions that are in a position to develop
and/or carry out policy reforms.

The implementation of policy retorm can take a number of
different forms inc~uding training. ~or example, the capital
Markets Authority is the only agency charged with the development
of capital markets in Eqypt. As such, it is responsible for the
preparation of regulations and their enforcement. The CMA is
unable to meet its functions without extensive short term
training both in co~ntry and abroad. Such training would allow
it tc write regulations that represent significant advances in
economic policy, and thereby improve the economic policy .
framework. Therefore, an activity that is predominantlY training
would be justified under TSSPR.

The procurement of commodities is an essential element of
long term assistance teams concerned w.:l.th policy reform.
Although TSSPR is not envisaged primarily as a means of providing
commodities q such an activity would be permitted if such
commodities were essential for policy reform. This amendment
does not include a significant commodity procurement component,
but procurement would be authorized when a particUlar activity is
approved by the Results Package Team or SO 1 Team.

A. CURRENT STATUS OPTSE TSSPR ACTIVITY

while the number of activities funded by TSSPR since
inception is significant, disbursements for completed activities
are less than $4.0 million. The reason is that the activities

4



were generally small with one exception.

Some $2.4 million from TSSPR was used to supplement funding
to an ongoing project to promote privatization in Egypt. The
work of this project facilitated the achievement of important
policy measures of the SPR for two years. The majority of the
other activities funded by TSSPRhave been short term and
concerned primarily with the achievement of specific policy
measures. Two activities, however, have assisted in making
progress towards the broader objectives of SPR in a more general
way. In particUlar the assistance for the preparation of a
private sector development conference accelerated the process of
policy reform. The preparation of discussion papers, and then
the conference itself, were the main means for achieving this
objective. Likewise, TSSPR funds partially funded a conference
run by the International Center for Economic Growth which has had
a tangible impact on reform. The conference described the
experience of other countries in economic reform and had an
influence on Egyptian policy makers.

Six intermediate to long-term activities, now at the
implementation or procurement stage, will accelerate the reform
process in areas of the economy associated with SPR policy
measures. Several short stUdies financed by TSSPR identified the
need for longer term assistance in trade policy and deregulation,
intellectual property rights, central bankj,ng and capital
markets. These activities are either in process or under
consideration· for future funding.

A total of 10 separately financed activities have been
undertaken and completed in the last two and a half years (see
Attachment A, Table 1). All but one were for activities of four
months or less. This pattern was due to the need to arrange for
many stUdies required under the SPR policy measures. The one long
term activity financed a privatization project that was already
underway. These studies as well as the experience gained in
meeting the policy measures for the FY 93 and FY 94 programs
formed the basis for the long term activities set forth in Tables
2 and 3.

The HIC monitoring unit is well along the path toward
filling its planned role. The unit has been especially useful in
achieving some of the recent measures of SPR I. staffing of the
unit and furnishing of its offices is almost completed. Given
the progress recently made, a fully operational unit ~hould be
accomplished by late summer.. The functioning of the monitoring
unit will appreciably assist the EAP Directorate in obtaining the
necessary documentation to prove GOE success in meeting SPR
measures and actually- bringing about policy reform and economic
growth.



B. ONGOING ACTIVITIBS AND THOSI UNDBR DBVBLOPKINT

An illustrative list of the activities underway or actively
being pursued tor financing is shown below and in Attachment A,
Table 2. All the.e activities are underway or should begin in
the near future (1 - 6 months). Some are activities that have
evolved tram the experience of the last few years, while other
are requil'ements from the SPR II matrix of policy measures for
1994/95 or are stUdies needed to prepare for the follow-on
program, SPR III.

1. TA for Trad' And RegUlatory Policy Reform

This is a proposed three-year program of technical
assistance, primarily to the Ministry of Economy, but with some
services to the Ministries of supply and International
Cooperation. Although nearly 40 percent of the policy measures
have been in the area of trade, much work still needs to be done
in lowering tariffs and deregulating both domestic and foreign
trade. The expert team will carry out nine major studies
essential for further reforms while providing day to day support,
for policy decision making. The provision of technical assistance
to facilitate and implement policy reform is the major rationale
for the activity. Th' experience of the GOE staff in working with
the TA team should be a valuable contribution for future policy
determination. A contract may be signed as early as August,
1995.

2. Long Term TA for Intellectual Property Rights (IPR)

This activity will support future policy reform and
implementation of reform in the areas of patents, trademarks and
industrial design. A detailed study revealed the need for reform
and modernization in these areas. The Ministries of Scientific
Research and Supply will receive technical assistance for two to
three years to bring about these changes which are essential for
improving the business environment so as to induce investments in
new technology and assure high technology firms that their
intellectual properties will be safe in Egypt. Two policy
measures are devoted to these areas in SPR II.

3. Financial Sector strategy

One of the policy measures in SPR I required the Government
to carry out a study to examine the feasibility of introducing
new financial instruments. Following discussions with the
Government, the parties agreed to broaden the scope of the study
so that it provided a strategy Which the GOE and USAID could use
to address constraints to financial sector development. The
field work for this stUdy has been completed, and a draft report
has been provided. The report is currently being revised
following comments by USAID.
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4. Central Bank Research/Training/Beserye Mangggment
(Implementation of Financial Reform Acti~jS~

The Central Bank of Egypt is important for moving the
financial system from policies designed for a closed, socialist
system to those appropriate to a competitive, private sector
economy of the 1990's. Some reforms have occurred due to
externally imposed measures and there is a multilateral technical
assistance program, but a number of weaknesses still exist. This
activity will attempt to bring about change through technical
assistance in the areas of banking supervision, executive policy
making skills, indirect monetary controls and research. The
assistance is expected to last for about 15 months. This
procurement will occur in August and September of 1995.

5. LQcal Research

USAID has initiated a program with MIC approval, to support
small research activities carried out by Egyptian eCQnQmists,
business consultan~s, and other qualified individuals. It
provides grants up to LE 15,000 to carry Qut 10 or more research
propQsals concerning the GOE's econQmic refQrm program. The
activity is ready to start, but no grants have been awarded at
this pQint.

6. CAPMAS/BUCEN

This activity is helping CAPMAS to conduct the HousehQld
Income, Expenditure and consumption Survey (HIECS), using a new
computer system and the latest available technologies. The data
from this survey, inclUding the rapid availability of quarterly
reSUlts, will be extremely valuable for assessing the impact of
the overall economic, :orm, the SPR, and the Structural
Adjustment prQgram c•• ~gypt. This activity is underway and will
run through June 1997.

7. TSSPR and SPR Management

A full time project manager for TSSPR was required and is in
place. The prQject manager has day-tQ-day responsibility for
managing the implementatiQn of the TSSPR program, inclUding
supervision Qf consulting teams and liaisQn with the GOE
implementing agencies. In addition, a seniQr policy advisQr is
required fQr the Trade and RegUlation area to manage activities
in these areas. Because of their wQrk responsibilities, the
following employees will be funded by this project in the future:
one USPSC project manager for TSSPR, one FSN project management
assistant, one FSN economist devoted to TSSPR and SPR, one FSN
project management specialist, and the senior pOlicy advisor (if
one is hired). All Qf them devote more than 80 percent of their
time to SPR and TSSPR.

7
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The SPR II requires a plan to deal with lead which is one of
the major environmental threats to Egyptians. A SOW has been
written and is under review.

9. MIC Monitoring Qnit Funding

This activity provides a unit located at the Ministry of
International Cooperation to monitor progress of the GOE in
achieving policy measures, document that progress, and evaluate
the impact. The unit began operations nearly a year ago.

10. ~ning Assistance fo!' the capital Market Authority lCMA)

SPR policy measures concerning the capital Market Authority
occurred in both SPR I and SPR II. significant changes have
occurred in the capital markets, but the Capital Market Authority
(CMA) needs training and technical assistance to make further ~

reforms and to implement the reformed rules and regulations which
they have already begun. The CMA has requested this assistance,
but further work is necessary on the SOW before procurement
begins.

11. Education/Media Suppprt for Egyptian capital Markets

Although the Capital Market Authority has made significant
reforms, much of the pUblic is unaware of the basic functioning
of capital markets. In light of the large number of additional
shares coming onto the market due to privatization, the pUblic
needs to become aware of the opportunities and the risks
associated with equity investments. Improving the pUblic's
knowledge of how a capitalist economy functions will puve the way
for additional privatization of SOEs.

12. Review of Accounting Procedures of Firrns~ted on the stock
Exchange

The SPR II calls for adherence to international principles
of accounting practices and disclosure by listed firms.
Achievement of this policy measure may require a review of all
firms, or at least firms that trade on the exchange in order to
determine the current s~ortcomings and the changes needed to
reach international standards.

13. ~tructural Adjustment and the Poor - study

The Economic Policy Reform program began in a significant
way in 1991 though true structural reforms have been relatively
small compared with the stabilization measures. Nevertheless,
there is some evidence that the poor are now worse off, as is
most of the population, than they were when the program started.

8



This, of course, does not necessarily mean that the program was
unsuccessful, since in the absence of the program, economic
conditions might have worsened even more. This study will
attempt to link changes in the conditions of the poor to pOlicy
changes, establish causation and evaluate and propose policies
that might reduce the impact on the poor.

14. ~yaluatiQn and Audit

The SPR and TSSPR have already had a reid-term evaluation.
Another evaluation is scheduled for December, 1995. Financial
audits will be conducted, as required, in accordance with the
Project and Program Agreement prQvisions.

15. PUblic~~prise pebt study

The SPR II requires a study of the financial exposure Qf
banks to state owned enterprises. This exposure is believed to
be an important factor for privatizatiQn, banking system solvency
and the develQpment of the financial sector.

16. Establishment Qf One-Stop Shops for Exports and Imports

The SPR II requires this action, which is expected to reduce
the burden of customs regulations and procedures. TSSPR will
provide technical assistance for their establishment.

17. TA to Assist the GOE in the Liberalization of the Iextile
Sector

The textile sector is the largest manufacturing industry in
Egypt but is generally not competitive with the rest of the
world. The purpose of this activity is to support activi.ties
that will make the industry more efficient, either by
liberalization that will promote competition, by privatization,
or by restructuring directly related to privatization. The
Mission is restricted under the Lautenberg amendment from
Qffering certain types of assistance. The Mission will ensure
that no assistance takes place which would violate Lautenberg
restrictions.

18. Support of Ministry of Finance for SPR

The corporate tax policies and administrative practices are
a major constraint to private sector investment. Previous policy
measures have called for reforms in the sales and personal income
taxes, and in the tax holiday system. A broad examination of
corporate tax policies and practices now is necessary. The study
will set the stage for future policy measures and for long term
assistance for reform of corporate tax policies and
administration.

9



USAID and tho GOE have called on TSSPR to finance a number
of urgent otudies and similAr activities that facilitate economic
reform. The necessary paperwork and contracting procedures
consumed valualJle administrative and technical resources for
relatively small amounts of funds. This task order approach
would establish contracts with one or more firms that would allow
tasks to be undert~ken by issuing an order to the contractor
without the need for a contract amendment or simila~ contractual
device. Our expectation is that the contractor would consist of
an American firm and one or more Egyptian firms operating as a
consortium. There would be perhaps one expatriate full time to
respond quickly to requests by coordinating the provision of
people with the needed skills. This person and several Egyptian
economists would spend much of their time tracking the progress
of policy reform in Egypt and the response of the Egyptian
economy. This person would work closely with the Mle Monitoring
unit and could devise special studies as needed. Some activities
required under SPR II and III would be ca£ried out through this
mechanism so the total value of the contract could be amended
when necessary.

20. Reyig~~_ Air Quality Regulations

SPR II requires the GOE to pass a law and issue executive
regulations for improving air quality, particularly through
control of vehicle emissions. This activity will analyze the
regulations and propose a plan by which these regulations can be
met.

21. Study of Competition in Marine Transportation

SPR II requires the GOE to carry out a study to determine
the actions necessary to ensure greater completion in maritime
transportation, including service activities. The current high
costs at the ports are a major impediment to the growth of
international trade and the domestic economy.

22. Employment study

The Mission recognized that employment was thg key issue for
the Egyptian economy during a mission retreat on strategy. Not
only is employment a major problem in Egypt, but it is also
viewed by many as an important constraint on privatization and
other aspects of the GOE's policy reform program. This paper
will try to provide the information to assist in uncovering
useful reforms which could become part of the future GOE reform
program.

10



23. ~he World Bank

The World Bank has approached EAP and asked assistance in
funding American consultants to refine a general equilibrium,
macroeconomic model of Egypt for the GOE. The model will allow
the GOE to calculate estimates of the benefits of economic
reforms including trade liberalization. This is an area which
USAID has wanted to provide assistance. The World Bank has
already done substantial work on developing a model and training
users in Cairo. It makes sense for the World Bank to continue
their activity rather than have USAID start a new one. Hence,
the request from the World Bank allows USAID to provide
assistance in a cost efficient manner.

c. PROPOSED NEW ACTIVITIES UNDER CONSIDERATION

The illustrative activities listed below and in Attachment
A, Table 3, are not quite as definite or as certain to occur as
those in Table 2, but serious thought has been given to them. It
is anticipated that these activities would be funded from the $25
million to be authorized in FY 96. Some of them will depend on
progress on the 1994/95 policy measures of SPR II. The amount
left to be allocated will be used to meet needs occasioned by
follow on projects to SPR II and by the results of studies and
implementation of SPR II. The Partnership for Growth and
Development may call for some activities that fit with the
purpose of SO 1. The TSSPR project provides a funding mechanism
for those activities that fit within so 1.

1. Regulatory Constraints to sustained Economic Growth

Government regulatory practices, commonly known as red tape,
have long been identified as a major constraint to private sector
investment and overall economic growth. This study would quickly
survey existing stUdies, identify the regulations and the basis
for them, evaluate options for removing them, and recommend in
detail the process necessary to remove or amend them. This study
would require the participation of mid-level GOE officials and a
panel of Egyptian private sector businessmen to agree that a
particular regulation is a problem and a r.ealistic course of
action for removing/amending it is proposed.

2. Corporate Tax Reform/Long Term Assistance

This proposed activity will directly attack two items that
are major constraints to private sector development: 1)
corporate tax policy; and 2) corporate tax administration. A
large team will be necessary for about three years to refine the
reforms and then implement them in ways that will promote
development. The aim will be simultaneously to reduce rates,
ease the administrative burden on corporations, and increase
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reven\l~S, thereby increasing investment, accelerating economic
growth and improving the fiscal situation. The procurement
process could begin early in 1996.

3. Disseminating Experiences with Economic Reform
(International Center ,or Economic Growth)

Egypt is not the first nation saddled with a highly
regulated private sector or a large number of SOEs. There must
be many lessons which could be learned from the experience of
other nations which would: (1) convince more Egyptians about the
benefits of reform; (2) suggest ways in which the Egyptian reform
program could be made better or implemented more quickly. The
International Center for Economic Growth specializes in such
activities. It has already run one seminar in Egypt and follow
on actions are needed.

4. Assistang~ to the Central Audit Authority (CAA)

One policy measure in SPR II calls for the operation of an
Accounting Review Board (ARB). The CAA is in the best position
to help organize it, although the ARB probably will include a
majority of private sector members. This activity will support
the efforts of the ARB to publish a set of standardized and
unified accounting and auditing principles and establish a
mechanism to disseminate and enforce these principles.

5. Improve the contribution of the social InsuraIlce Fund to
Private Capital Markets

The Social Insurance Fund, which finances pensions for all
governmental employees and many private sector employees, is the
major source of funds for investment in the pUblic sector, both
governmental and enterprise. Long-term TA is needed to increase
the efficient use of these funds to ensure necessary financial
returns. In addition, some diversification is needed to improve
equitable competition between the pUblic and private sectors
while contributing to the further development of financial and
capital markets in Egypt .

6. Partnership for Economic Growth

The Partnership was established by joint action of President
Mubarak and Vice-President Gore in order to increase the
involvement of the private sectors of the two countries in a more
mature economic relationship. A number of activities may be
proposed under this program and TSSPR may finance those that fit
within the goals of SO 1.

7. De-monopolization

Egypt is SUbject to legislated, institutionalized or ad-hoc
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monopolies, which had not been considered problems in the past
because government enterprises were exercising the monopoly
powers. Although they often engaged in the same price setting
practices as private monopolies, they tended to be inefficient as
well. Privatization could easily create private monopolies or
private/public cartels. The purpose of this activity is to
identify existing pUblic or private monopolies and cartels,
evaluate them in terms of economic costs and propose an overall
approach to making the situation more competitive.

8. Assistance tQ capital Markets

USAID persQnnel have been carrying out a dialogue with the
capital Market AuthQrity (CMA) fQr five years. Although SQme
reforms have Qccurred, efforts tQ bring about change by external
pressure and shQrt term visitQrs have imprQved the system but
left much tQ be accQmplished. The activities to be financed will
be based Qn in-depth consultations with the CMA and will
generally place lQng term advisors in the CMA where they can work
in a discrete, nQn-threatening way tQ bring about additional

~ reforms.

9. pQssible Additions to LQng Term CQntracts

BQth the TA for Trade and RegulatQry Reform and the Long
Term TA tQ SuppQrt IPR Reform are being written with optiQn
years. It is likely that one Qr both will be exercised.

10. Activities tQ be Determined and Follow-up

A dynamic prQcess like economic policy reform creates needs
for technical assistance that cannot be determined in advance.
The funde listed in this category will be available for such
needs. Furthermore, some other items in Table 3 probably will
not go forward as investigation proceeds. In additiQn, some
propQsed activities might be extended for a longer period than
that currently envisaged. This entry recognizes the fluidity in
this project which has a la-year lifetime.

D. Prioritization

1. Previous PriQrities

During the first two years of TSSPR f many activities were
short term studies that were required to assist the GOE to
achieve pQlicy measures or tQ cQnfirm the achievement of
benchmarks. During this start up phase, the activities required
large amQunts of management time but there were still only a
relatively small amQunt Qf funds Qbligated. NQW that the initial
studies have been dQne and we have reached SQme cQnclusiQns abQut
the direction of future refQrm, TSSPR activities will now tend tQ
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be longer term activities that will reduce the management burden
while providing greater services to the GGE. These services will
advance the implementatio~ of policy reform and also assist the
achievement of policy measures. However, a certain number of
short term assistance activities are needed to meet policy
measures for 1994/95 which cannot be addressed by long term
activities because these activities are not in place or not
appropriate. The following section describes how priorities will
be established in TSSPR.

2. Establishing Priorities

In the context of EAP management of the resources at its
disposal, including its own staff time, activities are
prioritized according to the following hiBrarchy:

Determination of whether policy measures have been achieved
(this is necessary for disbursing SPR funds);

2. Providing assistance to help the GOE achieve policy measures
(this has been short term TA in the past though long term TA
can also provide this function);

3. Development of policy measures for SPR for the coming fiscal
year(s);

4. Development and implementation of activities to support the
goals and objectives of policy reforms aimed at achieving
SOl; and

5. other related activities such as research studies and
impact assessments.

The list of activities in Table 2 represents the ongoing and
planned activities of EAP for roughly the coming year though some
items on Table 3 may begin during this period. EAP will follow
the above priorities in undertaking these activities, which means
that emphasis will always be placed on those that are most
critical for achieving immediate progress on policy reform.
Virtually all of these activities are expected to begin during
calendar 1995. The remaining items are well within the
capability of EAP and other parts of the Mission to begin and
manage. Management of these activities once underway is a
different issue and is discussed in section E, "Modifications to
Project Management."

3. The Selection Process

The activities on all three tables resulted from a process
that started with the policy measures in the SPR matrix and with
the analyses of the five sectors in the PAADs for SPR I and SPR
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II. priority wa~ given to those items necessary for the
achievement of measures. This process greatly delayed the
development of longer term activities that could bring about the
implementation of policy reform without policy measures but which
could also assist in the achievement of policy measures. Four
such long-term activities are now at an advanced stage.

Supplementary factors for selecting activities for support
by TSSPR (in addition to the above criteria) include:

1) the level of GOE support for the activity, and

2) the demand on USAID management time, relative to the
benefit, or where it would result in inadequate supervision of
other projects •

EAP will rely on the TSSPR project team or results package
team to weigh these factors. The expansion of TSSPR will not
radically change the decision making process, nor the scale of
assistance except as described in the next paragraph.

Half of the increase in the TSSPR bUdget (to $50 million) is
to provide support to SPR II and SPR III with the same ratio of
TSSPR to SPR I funds. Another large part of the expansion is to
fund corporate tax reform. This activity is very relevant to the
SPR program and SOl, but its predecessor for income and sales tax
reform was funded under a separate project. Another large part
of the expansion may fund activities that come out of the
Partnership for Growth which are relevant for SPR, SOl, and the
overall economic reform program of the GOE.

The reinvention of USAID has prompted EAP to make TSSPR the
vehicle for funding activities relevant to SO 1. While there is
little difference between SO I and SPR, it is possible that some
activity may be linked to SO 1 that could not be linked to SPR.
If some such activity is sUfficiently important for achieving SO
1, then the strategic Objective Team may use TSSPR to fund it.

E. MODIFICATIONS TO PROJECT MANAGEMENT

1. Approval Procedures

Although the TSSPR project has operated for nearly three
years with a certain amount of autonomy within EAP, wider Mission
participation would improve project implementation. The PIOIT
process was the primary device for reviewing activities with the
project team and this stage was the first opportunity for some
members of the project team to become aware of the proposed
activities. On occasion, activities have progressed to the PIOIT
stage and then required significant modification or have been
rejected.
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Mission staff reviewed the procedures for project management
in several meetings and the consensus was that wider and earlier
review by the project team, and in some cases by senior Mission
management, and the associated commitment to proposed activiti.es,
could speed up approval and implementation of worthwhile
activities. In addition, some activities being considered for
TSSPR are very large, for example, the $10 million Corporate Tax
Reform effort. Historically, approval of a $10 million project
would require an executive committee meeting. In the context of
re-engineerj,ng, the model proposed for the future follows:

(1) The project Manager will utilize the Results
Package (RP) Team concept for early review of
activities. All new activities considered for funding
will be presented to members of the RP team for
consideration as to relevance and appropriateness under
the Project. Where there is not a clear agreement on
the acceptability of the activity, it will be presented
to the strategic Objective 1 team. The meeting would
also include other relevant offices as appropriate and
the RP team. Before SUbmitting items to the SO 1 team,
the Project Manager will provide a brief summnry of the
activity or issues which could not be resolved by the
RP team.

(2) Any activity for an amount exceeding $2.0 million
will automatically be referred to the SO 1 team for
approval. A summary of the ac~ivity and possible
issues should accompany the notice of the convening of
the higher level team. Particular attention will be
paid to adequate planning of activities of this size.

(3) Activities which may potentially have significant
USAID policy implications or which have other issues
which require wider review will also be referred to the
SO 1 team.

2. Management Issues

TSSPR is an unusual project in many ways because of its
relationship to the SPR. As a result of its unique role, it
involves a large number of quite different activities, and each
activity necessarily requires some management time. Table 1
shows that 10 activities have already been completed, Table 2
indicates that 23 are either under development or being planned,
and another 10 illustrative future activities are shown in Table
3. The issue of how EAP will manage these activities deserves
some discussion.

The management burden looks more formidable than it is
because the EAP directorate devotes more management time to it
than many other projects. The SPR dominates the EAP office and
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each of the 14 staff members of the office plays some role. As a
result r for example, the procurement plan for the remainder of
calendar 1995 calls for 16 procurement actions. However, no one
staff member is activity manager on more than three actions,
which certainly is a reasonable burden over a half year period.

The management of TSSPR involves most of the EAP
Directorate, in part because of the close connection with SPR.
These two activities and the Public Finance Administration
project consum~ most of the time available. The core management
team for TSSPR includes 1 full time USPsc project manager and 1
full time project managewent assistant who handle routine
operations on the USAID side. They are supervised by the USDH
project officer. for TSSPR who spends most of his time on TSSPR
activities. In addition, however, other members of EAP spend
much of their time on TSSPR, including 1 FSN project officer (fo=
Corporate Tax Reform), 2 FSN economists for managing long and
short term activities, 1 FSN economic speciali~t ~nd 1 FSN
secretary. Hence, approximately eight EAP st~f~ work on TSSPR
for some portien of their time.

other staff members who are involved in a significant way
include the Associate Director, the Deputy Associate Director,
two other FSN economists, and the USDH project officer for SPR.
It must be noted, however, that much of the effort devoted to
TSSPR is very supportive of SPR. The amount of program funds
associated with these staff members is significantly larger than
TSSPR alone for this reason.

Internal coordination of these activities is handled by the
EAP Directorate management. To facilitate coordination, the
project assistant prepares a summary of the current status of all
procurement action on a biweekly basis. These are reviewed in
separate TSSPR meetings.

TSSPR's expenditure rates were slow initially as the project
started. There is also a natural progress in policy reform:
studies are performed first, then action plans developed, and
finally TA introduced to help the Government implement the
reforms. In the early phases of SPR ,and TSSPR, the majority of
EAP's efforts revolved around conducting studies and developing
action plans. Now, we have progressed further down the road of
reform, and significant technical assistance packages have been
prepared, inclUding:

1. TA for Trade/Regulatory Reform ($7.0 M)

2. Long term TA to support IPR ($2.6 M)

3. Central Bank Research/Training ($1.5 M)

4. CAPMAS/BUCEN ($0.6 M)
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5. CMA TA and Trai~ing ($1.3 M)

6. TA to Assist the GOE in the Liberal
ization of the Textile Sector ($0.7 M)

7. Consulting Assistance for Policy Reform Implem~ntation

($3.5 million) which is an umbrella contract capable ~f

handliny a number of small studies or a~tivities.

Obviously, theee activities will significantly increase the
rate at which TSSPR is spending money and require careful
management. The largest effort, TA to the Ministry of Economy
for Trade and Regulatory Reform, will be handled by the Egyptir~

program specialist who currently manages the larger Public
Finance Administration project ($26.8 M) which is coming to a
close. The next two activities will be supervised by two
different Egyptian economists. The fourth activity will be
handled by a PASA from the Bureau of the Census who is already
resident in Cairo.

In order to handle the additional projects, EAP has relied
on collabo~ative arrangement with other directorates. The CMA
technical assistance will be handled on a regular basis by the
TIIFI office. Much of TI/FI's privatization efforts have been
funded through TSSPR. Similarly, some of the management burden
for the TA for the textile sector will be handled by the
Agriculture directorate.

Another initiative to reduce the burden of management on the
EAP is the Consulting Assistance for Policy Reform Implementation
(CAPRI). CAPRI will provide short term assistance in a more
efficient manner than existing mechanisms. Thus part of the
management burden will shift from EAP to the resident staff of
CAPRI. These staff members also will carry out continuing
activities that will ease the monitoring burden on EAP staff.

EAP is assisted on the GOE side by a monitoring unit in the
Ministry of International Cooperation. It tracks and evaluates
progress on the SPR.

The Mission and EAP will put in place a mechanism to further
reduce the management demands on EAP. The options include:
1) obtaining a firm(s) to coordinate the entire range of project
activities, 2) the possibility of getting a firm(s) to do all but
three or four major activities, and 3) reducing the number ot
discreet activities and consolidating the number of, not only EAP
actions, but actions for other segments of the Mission as well
(e.g., PROC and FM).

18

L



2L ~~tiQnship to Qther~ectorates and t~Mj,ssion strate~

The SPR is the primary instrument for policy reform in the
Mission. Therefore, there is a close conne"~ion between where
the Mission decides to focus its efforts and the SPR
conditionality. As the implementing arm of the policy reform
program, TSSPR follows SPR like a shadow. SPR and TSSPR are
funded under strategic Objective 1, Improved Economic Policy
Framework. Since the economic policy framework determines how a
country operates, economic policy affects virtually every other
program in the Mission. To minimize coordination problems which
might arise, EAP has reached out to all the other directorates
and obtained their participation in the extended SO 1 team. EAP
relies on those organizations to assist in formulating and
implementing policy change whenever they have additional
expertise o~ contacts.

4. Monitoring for Results Using strategic Objective Teams

The TSSPR project is an integral part of the Missiones
effort to achieve SO 1, "Improved Economic policy Framework."
The Sector Policy Reform program, which is a cash transfer, the
Public Finance Administration project and TSSPR are all directed
at SO 1. The SPR is bringing about policy reform by
conditionality while TSSPR and PFA are doing it by technical
assistance. TSSPR has another role to play in supporting SPR.
That is, TSSPR is a mechanism that the GOE can use to help
achieve certain policy measures. Thus far, TSSPR support has been
primarily for short term studies. The expansion of TSSPR will
finance more long term assistance, which by itself and in
combination with the policy conditionality of SPR, will achieve
the SO 1.

SO 1 management, which is still under development, will
probably have five results packages, financed by SPR, TSSPR and
PFA. These RPs will help achieve the overall SO 1. The RPs are:
1) the SPR policy measures; 2) trade and regulatory assistance;
3) fiscal sector assistance; 4) financial sector assistance; and
5) information and impact. The PFA project and the long term
activities financed by TSSPR make up the RPs 2-5. These
activities interact with the policy measures and the short term
studies to bring about SO 1. Similarly, the policy measures of
RP 1 and the TA activities are helping to achieve the objectives
of RPs 2-4, which correspond fairly closely to the SUb-goals and
objectives that are outlined in the SPR for 1994-96. The SPR
policy measures by themselves do not guarantee that these
sUbgoals and objectives will be met, but the TA of TSSPR and PFA
makes it much more likely.

The indicators for SO 1 and the outcomes, outputs and
indicators of the RPs are still under development, but when
completed will be an appropriate method for monitoring the
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less of TSSPR. The SO 1 indicators and the benchmarks/
, for the RPs will be reviewed in connection with the
ults Review and Resource Request (R4). The R4 is a
'reated by the operating unit to demonstrate the results
, over the last year and prepare the request for future

RPs and ultimately the SO. This document is annually
,y the Mission and submitted to USAID/W. For major
:, TSSPR itself will produce various outputs of the type
in Attachment B, "Framework for Monltoring Selected

" A similar framework will be produced annually to
: previous plan, incorporated and activities undertaken
,lished during the year, and will include all known
, which are likely to be implemented over the ensuing
'eview of progress on the previous framework will occur
me. The evaluations, research studies and information
ctivities could also produce information needed to
ogress towards SO 1.

al of the TSSPR activities will lead to improved
s of the impact of policy measures and the SPR program
and across the entire economy. The MIC monitoring
CA"PRI contract, the local research program, the poverty
d the evaluations will contribute to the effort.
is work, and the in-house work of the EAP staff, the
ess of and justification for the SPR program itself
n serious doubt. Although all the funds have been used.
e U.S. commodities or repay debt to the U.S., policy
the justification for the program and must be
assessed to justify additional funding and to identify
measures for each year.

oring of the TSSPR program itself will become more of a
hough the emphasis is on reaching the strategic

which includes the goals and objectives of ~PR. That
still aims to support the overall SPR goal of "rapid,
e economic growth which benefits the great majority of

• I by promoting the transiti:>n to an out111ard oriented,
e, private market economy." The objectlves are various
orms which taken together support the SO 1 of an
economic pOlicy framework." TSSPR itself will help
t changes in policy through technical assistance while
t through policy conditionality and thus they are self
g. Nevertheless, specific results can be attributed to
SSPR activities, whether they are directed at achieving
olicy measures or are oriented towards broader SPR

ethod for establishing the results or achievements
- expected from the project will be provided at three

at the lowest level, an annual plan that specifies
the activities being implemented, ready for

tic·'l, and activities which have been implemented since
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the last plan. These outputs will be concrete and can be
identified and quantified and will include benchmark dates or
time frames for achievement of these outputs; 2) at a higher
level, the linkage of the activity to the purpose of TSSPR will
be described through a logical chain of causation. This will be
described in the annual plan. It will not usually be possible,
however, to quantify in advance, or perhaps even after the fact,
the contribution of the activity to the desired result or
objective. other factors such as the SPR policy measures,
domestic and international factors, plus exogenous trends can
also bring about the change. Nevertheless, a framework will
exist for making attributions. EAP has set up a system to
monitor the changes brought about by TSSPR activities and SPR
policy measures; 3) the highest level, is to assess the economic
impact of these changes. The Results framework, Which succeeded
the PRISM system, will have economic indicators of the success of
the overall so. These indicators are already being monitored and
should begin to show the effects of reforms by 1997. Even then,
macroeconomic policies not directly affected by the SO, such as
the level vf interest rates and the bUdget deficit, could
overwhelm the policy reforms of SPR and the technical assistance
of TSSPR.

Attachment B sets out an analytical framework for the major
activities that are underway or under development. The objective
of the activity is listed, the major outputs, the linkage to
TSSPR purpose, the management entity, and the monitoring plan.
This information will bg provided for each major activity as they
are developed and will be compiled annually. The project
officers of SPR and TSSPR, together with the individual
responsible for that activity, will decide on the system for
monitoring the outputs and results of each new activity.

PROJECT MODIFICATIONS:

Modifications to the Technical Support for Sector Policy
Reform PLoject will include:

1. Clarification of the Project Purpose to read:

To help the GOE develop, carry out, monitor and
evaluate its pOlicy reform program so as to achieve an
improved economic policy framework which will encourage
private sector led export oriented economic growth.

2. Increase in the Life of Project BUdget to an authorized
level of $25 million in FY 95, with the expectation of an
increase to $50 million in FY 96;

3. Extension of the Life of Project until July 31, 2002, and
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4. Modification of the selection, monitoring, and review
processes of project activities.

The TSSPR project total life of project funding will be
authorized at $25 million and approved at $50 million. These
amounts are based on the information provided in Attachment A
(tables 1-2) and estimates of needs during a SPH III activity, if
authorized. The table below (Table A) presents the proposed
obligation schedule for the entire LOP funding for the project.
In Table 8 there is an illustrative disbursement plan for the
entire $50.0 million. Implementation of the Project will proceed
as approved in the original project with all activities being
financed with direct agreements negotiated by USAID or through
project Implementation Letters. Table C has included the
estimated allocation of funding among different line itenls.
Authorized sources of goods and services will be the u.s. and
Egypt (as allowed under Handbook 18) or as approved by a waiver
of the existing Agency Regulations, at the time of the
procurement.

PROJECT ANALYSIS:

The analysis provided in the original Project Paper is valid
and will generally meet USAID requirements. The exceptions are:
1) the requirement for updating the Initial Environmental
Examination (lEE); 2} Financial, Procurement, Training and
Implementation Plans for individual activities; and 3)
Procurement and a Framework for Monitoring Selected Activities
for the overall project.

1. The Mission has received a categorical exclusion of USAID
environmental procedures for this project (Attachment D).

2. Because of the nature of the Project and the uncertainty of
which activities will be funded and at what level each activity
will be required to have in the activity documentation the
necessary financial, implementation, procurement and, where
required, training analyses. This supplement contains
information on the major items that are under development. The
outputs and results for these activities will be updated each
year as new activities approach the implementation stage. The
procurement plan also will be updated annually. The Results
Package (RP) team composition is such that all the required
clearances and approval for individual activities will be
obtainable within that framework. No additional analysis of a
technical nature will be required in this Project Paper
Supplement.

3. Project monitoring and management will be provided primarily
by the EAP Directorate as is currently being done. The EAP
Directorate has allocated approximately eight persons to work on
the Project: four spend most of their time on TSSPR. For that
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reason, those four will be financed by TSSPR funds. In addition,
several staff members from the Agriculturo and Trade and
Investment Directorates will manage selected activities. The MIe
monitoring Unit and the Task Order contractor will assist in the
monitoring of project and program impact. Funds have been
allocated to undertake evaluations every two years. The exact
number of evaluations will be determined by the number and length
of the activities and whether further SPR activities are
approved. Audit will be undertaken periodically and financed by
the Project with the advice of PM or RIGjA in developing the
Scope of Work.
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Table A

OBLIGATION SCHEDULE
($ millions)

Illustr~tive/Planned

.• I

FY 92 FY 93 FY 9. FY 95 FY 96 FY 97 FY 98 TOTAL

10.0 -0- -0- 10.0 10.0 * 10.0 • 10.0 * 50.0 •

.

• Assuming authorization of an additional $25 million in PY 96.

Table B

DISBURSEMENT SCHEDULE
($ millions)

Planned

FY 92 FY 93 FY 9. FY 95 i'Y 96 FY 97 FY 98 FY 99 FY 00 FY 01 FY 02 TOTAL

0.0 0.5 2.5 4.0 6.0 8.0 10.0* 9.0 * 6.0 * 3.0 * 1. 0 it 50.0-

I
I

• Assuming authorization of an additional $25 million in FY 96.
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Technical Assistance "
1

rrEM

lltL.lJ~n.YlL.Q..Q~.T..-.t.~j:~rJLfQ.B

TI~_9 r~R._.8.9...xL'UI.X.

LOP
_____________.__-"(.~QQ9i._

48,000

support to Ministry of International
Cooperation

Evaluation and Audits

Total

1,000

1,000

50,000 ••

• The technical assistance activities will occasionally
include funds for commodities and training. For large
activities like Trade/Regulatory Reform, Support for IPR and
Corporate Tax Reform investments in computer equipment and
software are essential. The short term, relatively low
value activities will procure little, if any commodities.

** Assuming additional authorization of $25 million in FY 96.
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AUTHOR1T1i

The Mission Director has authority under Delegation of
Authority No. 653 to amend project assistance authorizations in
an unlimited dollar amount and extend Project Assistance
Completion Dates, provided that the new total life-of-project
does not exceed 10 years and that waivers that may only be
approved by USAID/W are not required. None of the restrictive
conditions exist for these actions. These authorities have not
been redelegated within USAID/Egypt.

BlQOMMENDATIO~

That you sign: 1) the face sheet for the Project Paper
Supplement No. 1 to the Technical Support for Sector Policy
Reform Project (263-0233) and 2) Project Authorization Amendment
No.1, thereby currently authorizing the project at an LOP of $25
million and thereby approving th~ $50 million project as amended.

Attachments:

A. project Budget
Table 1 - Completed Activities
Table 2 - Ongoing Activities
Table 3 - Illugtrative Activities for Future

B. Framework for Monitoring Selected Activities
C. Procurement Plan
D. Categorical Exclusion from USAID Environmental Program

26

--



ACTIVITY:

ATTACHMENT A
TABLE 1

~P.lifR
CQMPLETED ACTIVIT.lEB Aa Qf' JUNE, 1925

AMQUNT ($) *
1. Reform of the Cotton Textile Sector

(Textile I)

Follow-up & Recommendations for
Cotton Textile Industry-Study
(Textile II)

Action Plan and Seminar
(Textile III)

2. Quality Cont~ol Reform/lmplem. Action Plan

3. Privatizution Funding (Bechtel)-partia~

4. TA for Trade & Regulatory Reform

5. Short Term TA to GOE on Trade Policy Reform
& Quality Control Reform

6, Impact of Price Liberalization (stUdy)

7. Patent/Trademark Reform (IPR)

8. Initial Evaluation of SPR

9. Private Sector Development Conference

10. ICEG Conference (partial)

TOTAL COMPLETED ACTIVITIES

421,300

26,000

16,ZOO

92,700

2,400,000

54,000

30,000

200,000

105,000

105,000

175,000

100,000

3,725,200

..

•

* Estimated by EAP staff based on contract values and partial
financial reports .

27



TABI,E 2
TSSPR

ONGOING ACTIyIT1.ii9 ANP THOSE UNPER DIWLOPMENT
r-

1.

2.

3.

4.

5.

6.

ACTIYI~I:

TA for Trade/Regulat.ory Heform

Long term TA to Support IPR

Financial Sector strategy

Central Bank Research/Training/
Reserve Management

Local Research

CAPMAS/BUCEN

'ir.1
'irs.2-3

Yr.1
Yr.2

'fl:'. 1

Yr.1
Yr.2

YX,·.l

Yr.1
Yr.2

MOYNT ($)

1,000,000
6,000,000

1,000,000
1,600,000

250,000

1,000,000
500,000

45,000

300,000
300,000

::.

7. TSSPR and SPR Management
a. FSN Personnel
b. Senior Policy Advisor/Project Manger

8. Lead Pollution Reduction Action Plan

9. MIC Monitoring Unit Funding

10. Training Assistance for CMA

11. Education/Media support for Egyptian
Capital Markets

Yr.1
Yrs.2-3

Yr.l

Yr.1
Yrs.2-3

Yr.l
Yr.2

Yr.1

209,800
450,000

200,000

300,000
400,000

500,000
400,000

400,000

12. Review of Accounting Procedures of Firms
Listed on stock Exchange Vr.1 100,000

13. Structural Adjustment and the Poor Yr.1 50,000

14. Evaluation Yr.1 120,000

15. Public enterprise Debt. study

16. Establishment of One-stop Shops
for Exports and Imports

17. TA to Assist the GOE in the Liberal
ization of the Textile Sector
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Yr.1

Yr.1

Yr.1

100,000

300,000

700,000



18. Support of Ministry of Finance for SPR Yr.1

19. Consulting Assistance for Policy
Reform Implementation (CAPRI) Yr.1

20. Review of Air Quality Regulations Yr.1

21. study of Competition in Maritime
Transportation Yr.1

22. Employment study Yr. 1

23. Grant to the World Bank Yr. 1

TOTAL YR. 1
TOTAL Yrs.2-3

TOTAL ALL ONGOING

29

500,000

3,500,000

200,000

200,000

500,000

150,000

11,624,800
9,650,000

$21,274,800



TABLE 3
~R

ILLUSTRATIV~FUTURE ACTIV~~

•

1.

2.

3.

4.

5.

6 .

ACTIVITY:

Action Plan to Remove Regulatory Constraints *
on Economic Growth

Corporate Tax Reform/Long Term Assistance

Disseminating Experiences with Economic
Reform (ICEG)

Assistance to Central Audit Authority *
Improve contribution of Social Insurance *
to Private Capital Markets

Partnership for Economic Growth

MOUNTC$)

250,000

10,000,000

600,000

250,000

1,000,000

5,000,000

7. De-Monopolization *
8. Assistance to Capital Markets

9. Possible Additions to Long Term Contracts

10. Activities to be Determined and Follow-up

Illustrative Activities Total

TOTAL FUTURE ACTIVITIES

500,000

2,500,000

3,000,000

1,900,000

$25,000,000

* These activities may be carried out under the Task Order
Contract on Table 2.
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TBBPR FUNQING REQUIBEMEN~

ACTIVITIES COMPLETED
ACTIVITIES UNDERWAY OR UNDER DEVELOPMENT
ACTIVITIES IDENTIFIED FOR THE FUTURE

TOTAL FUNDING REQUIREMENTS

AVAILABLE FUNDS CURRENTLY IN TSSPR

$ 3,725,200
$ 21,274,800
$ 25,000,000

$ 50,000,000

$ 10,000,000

APPROXIMATE ADDITIONAL FUNDS NEEDED
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$ 40,000,000
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1.ttaohment B

Table 2 of Attachment A lists ongoing TSSPR activities plus
those that are far advanced in the development process. The
scope of work for each one lists, or will list, the objectives,
the tasks and major outputs. Transmittal memos, and sometimes
the SOW itself, describe the linkages to the project Purpose and L

the results that are expected from the activity itself. Gathered
below is the information for the major ongoing and activities in
the future. Annual updates will be provided in the future. The
management and monitoring plans also are included.

MIC Monitoring Unit;

Desired consequence:

a) Facilitation of achievement of policy measures;
b) Tracking of outputs from policy measures;
c) Collection of data to determine impact of reforms on

objectives of each sector.

outputs:

a) Periodic status reports on progress towards achievement of
policy measures;

b) Collection of information about immediate results of policy
reforms;

c) Analytical studies to determine impact of groups of policy
measures and associated reforms on objectives of reform
program.

Linkage to TSSPR Purpose:

The purpose of the monitoring unit is to facilitate the
GOE's economic reform program by monitoring and repor.ting on SPR
measures, providing staff support to foster the economic reform
program, and coordinating the tracking of the uses of the dollar
Grant proceeds and the local currency deposits associated with
disbursement of the Grant.

Management:

The monitoring unit carries out its function under the
supervision of the MIC First Under Secretary for American
Economic Cooperation. The SPR project officer and the FSN
economist supporting SPR are in frequent contact with the
Monitoring Unit on matters of policy reform. The TSSPR project
manager coordinates logistical and administrative support,
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processes vouchers, etc.

Monitoring:

1. The SPR project officer receives and utilizes status reports
from the Monitoring unit on progress towards achievement of
policy measures and coordinates with the unit on efforts to
determine impact.

2. The TSSPR project officer and TSSPR project manager meet
regularly with the Executive Director of the Monitoring
Unit, review its activities, and ouggest additional
activities.

Trade and Regulatory Policy Reform:

Desired Consequence:

a. strengthened ability of GOE to formulate and implement its
economic reform program in the foreign trada and regulatory
areas;

b. Significant progress in the analysis of trade and regulatory
issues due to major studies, briefing memos, etc;

c. Increased level of pUblic discussion of policy issues due to
dissemination of studies, workshops and seminar;

d. Assist GOE to bring about three policy reforms in 1996 and
more in future years;

e. Improved implementation of reforms.

outputs:

a. Nine major research studies;

b. At least 60 briefing memos, position papers and scopes of
work for longer term studies;

c. At least six in-country seminars, workshops or short
courses;

d. At least 12 participants in foreign training.

Linkage to TSSPR Purpose:

The Trade (foreign) and Enterprise Sectors are two of the
five sectors in the SPR structure and account for more than half
of the policy measures. Moreover, reform in these sectors is a
prerequisite to private sector led, export oriented growth which
is the goal of TSSPR. This activity will contribute to
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achievement of the objectives by improving 'the level of analysis,
by actually producing good analyses, and thereby contributing to
the GOE policy reform program.

Manaqement:

The TA team will be located at the Ministry of Economy and
will also involve the Ministries of Supply and Int~rnational

cooperation. The Director of Research will direct the activities
of the team. The project manger of the activity will initially
be the USDH economist responsible for the development of this
activity and this sector. Responsibility will shift to the FSN
project manger in EAP as the current Public Finance
Administration Project is phased out. Technical direction will
be provided by the senior FSN economist in EAP.

Monitorinq:

The project officer of this activity ~,ill be responsible for
monitoring the activities and output of th~ activity. This
information will be provided to the TSSPR project officer who
will insure that the outputs are contribut:i.ng to the desired
results.

Long Term TA for Intellectual Property Rig!)ts CIPR)

Desired Consequence:

a. strengthen Egypt's protection fen: intl:!llectual property
rights with better laws and procedure::.;

b. Strengthen the off ices for patents, t:l~ademarks and
industrial design.

outputs:

a. At least three major studies on how tlJ strengthen the above
offices;

b. At least 50 participants will have received training;

c. Patents will be processed and trademar~s registered more
quickly;

d. Modern IPR data bases will be created and in use;

e. At least five seminars will be held on s,lch topics as
drafting of IPR laws and/or regulations, examination
techniques, and IPR training for jUdges, prosecutors and
court experts.
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Linkage to TBBPR Purpose:

a. Several SPR policy measures are related to improved IPR
protection;

b. Improved IPR protection is a cornerstone of the GOEls
policy reform program, since it will le~d to increased
foreign direct investment and technology transfer, which are
critical for increased investment and growth.

Management:

A USDH economist will manage this activity through the
procurement stage. The FSN project officer will be responsible
for implementation of this activity with logistical support from
the TSSPR project manager and project management specialist.

Monitoring:

a. The activity manager will monitor progress as part of
his/her normal duties;

b. The TSSPR project officer, in collaboration with the SPR
project officer, will review activities quarterly in terms
of outputs and their contribution to the desired results.
Adjustments in project activities will be made as necessary.

Implementation of Financial Reform Activity (IFRA)

Desired Consequence:

a. The Central Bank of Egypt (CBE) implements reforms
associated with the sector policy reform program;

b. Increase CBE understanding of the need for current and
future reform in the financial sector, and thereby makes the
transition to an institution capable of conducting an
effective monetary policy in a market oriented economy;

c. Increase contribution of the financial sector to a more
rapidly growing, outward oriented, competitive, private
market economy.

outputs:

a. Revised onsite and offside banking supervision manuals;

b. Computerized framework for macroeconomic analysis, capable
of forecasting economic and financial variables;

c. Quantitative framework for macroeconomic analysis, capable
of forecasting economic and financial variables;
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d. Procurement of computer and other commodities, installation
and training;

e. Conduct of a year-long executive development training
program for CBE staff and other selected bankers and finance
professionals;

f. Increased capability of the CBE Research Department to make
use of items band c.

g. A survey system to collect information on expectations and
business confidence.

Linkage to TBSPR Purpose:

a. The CBE is the important to achieving many of the SPR policy
measures and it needs to increase its capability to
implement these reforms;

b. The CBE is one of the GOEls two key institution for
regulating the financial sector;

c. The financial sector must modernize and operate more
efficiently in order for Egypt to succeed in its policy
reform program and achieve rapid economic growth.

Management:

a. The FSN economist responsible for the financial sector will
manage this activity under the supervision of the USDH
project officer for TSSPR, who is also a financial
specialist;

b. The EAP directorate may draw on the TIfFI office for
managing short term activities for which their staff has
special expertise;

c. The TSSPR project manager and project management specialist
will support the FSN economist who manages this activity.

Monitoring:

a. The activity manager will monitor progress and achievement
of outputs as port of his normal activities;

b. The TSSPR project officer, in collaboration the SPR project
officer, will review this activity quarterly in terms of
outputs and their contribution to the desired results.
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Attaohment C

Procurement Plan

1. TA for Trade and Regulatory Reform - $7,000,000
At negotiation stage, competitive procurement
Award expocted August 1995.
Activity Manager Mark Gellerson

2. Long term TA to support IPR - $2,600,000
PlO/T to D/PROC expected September 1~95.

competitive procurement.
Activity Manager Nina Abou El Seoud

3. Central Bank Assistance - IFRA $1,500,000
PIO/T to D/PROC expected August 1995
Buy-in
Activity Manager Robert Wuertz

45,000Local Research $
competitive grant program
Instructions to D/PROC - October, 1995
Activity Manager Hafiz Shaltout

5. Lead Pollution Action Plan and $ 400,000
Review of Air Quality Regulation
PIO/T to D/PROC - September 1995
Buy-in
Activity Manager Paul MUlligan

4.

6. Traini.ng Assistance for CMA $ 900,000
PIOIT to D/PROC - October 1995
Buy-in
Activity Manager Robert Wuertz

7. Education/Media Support to CMA $ 400,000
PIO/T to D/PROC - December 1995
Buy-in
Activity Manager Wasseem Mina, Nina Abou El Seoud

8. Evaluation and Design $ 120,000
PIO/T to D/PROC October 1995
IQC or Buy-in
Activity Manager Mark Gellerson
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9. Public Enterprise Debt study
PIO!'I' to D/PHOC Octobur 199~)

IQC on Buy-in
Activity Manager Ing1 Lotri

o l()O,OOO

r

10. Uupport to Ministry of Finance $ 500,000
for SPR
PIO/T to D/PROC September 1995
auy-in
Activity Manager lman E] shayeb

11. consulting Assistance for Policy
Reform Implementation
PIO/T to D/PROC October 1995
competitive
Activity Manager Ingi Lotfi

$3,500,000

12. competition in Maritime Trade $ 200,000
Potation
PIO/T to D/PROC C~taber 1995
Buy-in or IQC
Activity Manager Robert Wuertz

13. structural Adjustment the Poor $ 50,000
PIO/T to D/PROC December 1995 (tentative)
Limited competition purchase order
Activity Manager Paul Mulligan

14. Review of Accounting Procedures $100,000
PIO/T to D/PROC November 1995
(this activity may be included in item 7)
IQC
Activity Manager Wasseem Mina

15. Employment study $500,000
PIOIT to D/PROC september 1995
IQC
.a.::tivity Manager Ingi Lotfi

16. Grant to the World Bank $150,000
PIOIT to D/PROC December 1995
Grant
Activit.j Manager Hafiz Shaltout

File: V:\EAPM\DOCS\BOB\S7TSSPR
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tSu~ UNITED STATES AGENCY for INTERNATIONAl. DEVELOPMENT

\,,~ l) I (; " I' r

RECORD or CATEGORICAL ~XCLUSION

FROM UliAID ENVIRQNHlNIAL PR~U

1. £LQiect Location:

2. PrQject Titl,/ID:

Egypt

Technical Support for Sector Policy
Reform (TSSPR) Project (263-0233):
Supplement

3. Funding <riscal Year and Amount):

4. lEE Prepared By:

s. Environmental Action Recomm.nded~

FY 92 - FY 98
$50,000,000

Categorical Exclusion as
per 22 CFR 216.2(c)
(1) (i)

6. Discussion o£ Maior Environmental R,lationship. of Proiect:

Background:

The Technical Support for Sector Policy Reform Project (TSSRP)
was authorized with the first Sector Policy Reform (SPR) Program
on August 23, 1992. The objective of TSSPR is to provide
technical assistance to help achieve the broad goals and
objectives of SPR rather than just the very narrow policy
measures. It was authorized as a three year activity and the
companion Sector Policy Reform (SPR) Program for two years. The
TSSPR Project PACD was subsequently extended on July 13, 1994
from the previous PACD of August 31, 1995 to August 31, 1998.

The modifications to the Project include:

1. increasing the Life of Project Budget from $10 million
to $50 million;

2. extending the Life of Project from August 31, 1998 to
August 31, 2002; and



J. modifying the aelection and review procoss of
activities.

Proposed new activities under dovelopment for financing will
include studies and to some ext~nt technical assistance to
facilitate and implement policy reform in the areas of:

Trade and Regulatory Policy Reform,
Intellectual Property Rights,
Financial Market Reforms,
Capital Market Development,
structural Adjustment and the Poor,
Lead Reduction Action Plan, and
Accounting Practices of firms Listed on the stock Exchange.

Other studies and reform activities that will be considered are
in the areas of:

Regulatory Constraints to Sustained Economic Growth,
Demonopolization and Antitrust,
Liberalization/Privatization of the Fertilizer Industry,
Liberalization of the Textile Sector,
Operations of, an Accounting Review Board,
Improvements to the Social Insurance Fund, and
Partnership for Economic and Development.
Corporate Tax Reform,
PUblic Enterprise Debt,
Export and Import Regulations and Procedures, and
Temporary Admissions and Quality Control Systems,

The long term assistance activities, and even some potential
short term activities, ~ill have the effect of strengthening the
capability of the Government of Egypt to design and carry out an
economic reform program. This strengthening may be achieved by
the collaborative work of the long term advisors, by formal and
informal training, and by the provision of equipment and other
commodities. Although the strengthening of GOE institutions
(institution building) is an aspect of technical assistance, the
development of these institutions is not the primary rationale
for the activities. The rationale is to bring about policy
reform and to carry it out. The long term assistance, therefore,
will be focused on institutions that are in a position to develop
and/or carry out policy reform.

Discussion

In July 1992, the Bureau Environmental Officer approved a
categorical exclusion for the ISSRP Project pursuant to 22 CFR
216.2 (c) (1) (i): II the action does not have an effect on the
natural or physical environment ll • The modifications proposed will
not have an effect on the natural or physical environment.

The two studies that are being proposed that are environmentally
related are the development of a lead reduction action plan and



the liberalization/privatizution of the fortilizer industry. The
SPR II requires a plan to deal with lead which is one of the
major environmental threats to Egyptians. TSSPR will provide
resources to assist the Government of Egypt prepare a lead
pollution reduction action plan based on analysis of the
different lead emissions in the environment and their relative
contribution to blood lead levels, as well as the costs of
alternative remedial measures.

The fertilizer industry is one of the largest manufacturing
industries in Egypt and produces for export as well as the
domestic market. It produces the key export for four million
farmers and thus has a great impact on the welfare of the rural
sector. The industry operates as a ~artel, with official
protection for the weaker members, and distribution is controlled
by a cartel of pUblic and private firms. The Government provides
overall direction to all aspects of the industry. This activity
will analyze the industry in detail and propose a plan to
liberalize and privatize the industry so as to increase its
efficiency.

Recommendation

As the modifications to the TSSRP Project will have no effect on
the natural or physical environment, you are requested to concur
in the categorical Exclusion of this activity from further
environmental assessment pursuant to 22 CFR 216.2 (c) (1) (i), and
to some extent 22 CFR 216.2 (c) (2) (iii) as many of the activities
will be analyses, stUdies, academic or research workshops and
meetings. The proposed project amendment is, therefore,
categorically excluded from further environmental examination.

File name: U:\PDSENVM\DOCS\IEE\TSSPR


