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of available mineral resources (oil, phosphates, manglli~eze) · 

is t1e only wa:y open for raising the standard of living~ 

A great push was made towards development in all 

directions: Electrification of the old Aswan Dam and the 

establishmenG of t he great High Dam to provide power and to 

nelp increase the cultivable ar a, establishment of various 

..=.'airly large scale industries especially in textile and yarn, .· 

in cement, sugar fertilizers, . light mechanical and metal 

in-ustries etc 

The first five yea:r: development plan was a remarkable 

success fulfi.Lling about 987~ of its targets and registering,.an 

a..-rmual growth rate of about 61/2% ~n spite of' . various internal 

disasters (including a crop failure ·in 1961) _~ In spite of the 

inc--.ease in population per capita income increased to LE 70 per 

ff~ um (about $190) _~ 

However~ as a result of this tremendous effort, the 

stre~uous pressure on the resources, the resort to foreign 

financing the increase of population and the rise in the 

· ' 

st~ da:cd of living 9 the country was faced ~ith sizeable problems 

since the end of the first five year plan in 1965~ Some 

inflatio· a:ry pressures accumulated consumption increased more 

than estimated exports did not increase at t;he same rate with 

t1e increase of imports and a heavy burden of foreign debt 

service manifested itself o All this put a great pressure on 

-Che bal'""'-.nco of payment and domestic financing_~. 

The 9overnm.ent has dealt actively with this situation · 

s:..:J.ce the end of 1965~ Hore recently the government has 
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intensified its efforts to·cope with these problems and has 

actually adopted economic and financial policies to serve 

this purpose The following are some of the basic measures 

i.n.troduced in this connection~ 

To cope vrith the basic problem of balance of payments 

.defici..rG., 

1 Prices a.~d wage policies have been adopted with 

p;urpose of limiting the rate of increase of consumption~ This 

is ~l10··- only intended to r educe the demao.d on imports but is 

b~oad eno:ugh to reduce consumption of' local production and 
1 

·'-hu increase the surplus available for exports. .. • 

2 Special care is being accorded the increase of 

pioduction of traditional manufactures such as rice in the 

agr~cultu.ral field and yarn and textiles in the industrial field. 

Immediate results in increased exports al:'e expected in this 

con:nectiono 

3o Special efforts are being directed towards explora-

tion and exploitation of new oil concessions~ Production has 

already i~creased sizeably and by the end of 1970, it is 

expecte w t1at presen-'G production (about 8 million tons) vdll 

be doub_edo For . the present fiscal yea:r (1968/1969) exports 

of ind.strial goods are estimated to increase to about LE 400 

million\;/ 

LI· Payments for invisibles for public and private 

purgoses - are st:cictly controlled and savings in this item 

hav been achieved 
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To cope · ith t he foreign debt service problem the 

governme~t has .followed a policy of negotiating agreements 

v1:. t?.:. rna~or creditors - including foreign commercial banks -

..!co :ccachcclule the payment of arrears and future maturities. 

r '"' c _po · cy has been .fairly nuccessful and the situation could 

be· summarized as follows: 

lo Short term ban...~ing indebtedness has been 

rescheduled for repeyrn.ent i n three yea.rs with agreements with 

niost major banks to re.-extend new lines of credit on repeyment 

of old debtso At present the problem of arrears with foreign 

banl'"s as een elimina·ted and relations with foreign banks 

have be n normalized 

2 ~greements t o reschedule suppliers credits and a 

arrears have been concluded with France Spain, Italy and 

najo'r West German and Swedi sh companies amounting to about 

100 million dollarso I n addition there in an interim arrange-

ment with UoKo creditiors ·nd negotia-tions ·with Japan and 

_;:exico are on the way_~ Becaus e of the present circumstances · 
·" 

_o arrangements have been made with u.~s.~ creditors_~ However, 

the U.AR goverrment is willing to negotiate with these credit

o~s agreements similar t o those concluded with other 

creditors in Europe It is worth noting that during the yea:r 

··uly 67 /j-une 68 ·.the UAR had repaid abou·lJ LE 200 million in · 

foreign obligations~ 

3~ Generall¥ spealcing it is the policy now to limit 

d pc2dence on short or medi um term credits to the lowest 

possible level 



u q..,..:::::o ~~A3 rE?UOLJC 

OF ECON ~ ,' ;·:, FORE GJ. T HDE 

./ 

5 

To increase the efficiency of the public sector 

the government has adopted the following policies: · 

l Increase r.,in ·wages is to be directly linked or 

goverI1ec1 by inc ·ease in production~ 

2b Profit is · to be the neasuring rod of success or 

failure of production units. Therefore, with the exception 

of p _blic utiili ty pro je_cts 9 those uni ts which do not realize 

p~ofits and persist in showing deficit 9 are to be liquidatedo 

3 Complete independence is provided now for producti_on 

units in the managenent of t~eir affairs. 

These m asures are intended to increase production 

a~ efficiency besid s reducing the dependence of the public 

secto::a on the budget for financing _ 

In -tJhe f'ield of public finance: 

;} 
lo Current expendi·tures have been reduced to the 

~i:~~um. necessary for security and efficient running of the 

gore~nment business· t his was accomplished ~ainly by limiting 

~ncrease in wages and salaries and by increasing government 

e_i:f:.ciency 

Investment expenditure is being limited to an amount 

c01:i::1c~surate vi th financing through real resources rather than 

de.:::icit financing 
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In 0his connection the acvation of the participation 

o~ the private sector in ~conomic-development is under 

serious considerationo For this purpose the role of the 

ild~strial balk is being reexamined to help promot~ private 

business and f~nauce private enterpreneu.rs who wish to establish 

i:.~dustries Special treatment will .,be provi·ded To:!;' financing 

ri vate investment for production for exports_~ 

3<? Real resources for public revenue have been 
' .:.~ 

i~creas a in the present budget through the increase of truces 

both direct and indirect and through the increase of prices o'f 

conmodities and services provided by the :public sector~ 

L These measures have resulted in an estimated 

financing (of ·che present budget~ through the bal~(ing system of 

about - S 50 million compared with more than 80 million in 

previous b1 dee-Gs. 
' · 

Finally the government is giving all its attention 

to the exam.ination of various means ·and ways needed to tackle 

VB.!?ious economic and social problems with the purpose of 

resuming under the most favourable conditions - economic and 

soc:al cev0lop~~nt at the highest possible lev~l which could 

be achieved v1ith tJ.e internal and externai resources available 

-·-o the cou...ritr-.J. 
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