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I. Legal and administrative basis of restrictions

Import and exchange restrictions in the United Arab Republic date back to the
Second World War, and more specifically to 1947, after Egypt's departuremfron the
sterling area. In that year, Foreign Exchange Law No. 80 and its Ministerial
Order No. 51, together with Ministerial Order No. 46 subjecting all imports to a
licensing system, were issued. The various exchange and import regulations were
amended by subsequent legislation promulgated since the advent of the revolution
in July 1952, with a view to the proper managifg oa the country's foreign exchange
resources to the needs of the development plan first introduced in July 1960.

Exchange control in the United Arab Republic is performed by the Central-
;xchange Control Dmpartient attached to the Central Bank of Egypt. The exchange
control laws, arrêtés and regulations are carried out by a director of exchange
operations appointed by thi Minïster of myonoMr and Foreign Trade.

Following the nationalization measures taken in 1961, the import trade was
entrusted to the public sector companies and organizations. Since July 1967,
however, all imparts have been carried out, under the supervision of Commodity
Boards, by publicly-ownmm conuercial companies - having all the rights and
obligations of free enterprise firms - affiliated to the Egyptian Glnera1 Trade
Organization. As an exception to this general rule, dirmct ilports may also be
affectedd by certain indastri:l and other public sector esthmlisi=ents, as may be
decided upon by ihe MeniotErcf ecoaomy -nd Foreign Trade.

In this connexion it should ba lec lLed that the import licensing system has
been entirely dispensed with sOnce ectobcr 1964, and replaced by direct exchange
approvals within the foreignangechRio budget allocations, inmahe a,nner described
hereunder. However, import licences issued by the Import Control Depirtaeet .rc
still required for the clearance through the mustons of new personal affects
exceeding00LE1O in velue,eas wcll as of articles not requiring the transfer of
forexgn eXchange.

'Miterial supplied by the Government of the Unirad AI-b Republic.
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With a view toto organizing the foreign trade of the country and to
co-ordinating tho activities of the various organs related to that field, it
has recently been decided to create Commodity Boards representing the producing,
the consuming, and the trading sectors of the country. Such Boards have been
enumerated in document L/2765, of 7 March 1967, submitted in connexion with the
application for final accession to GATT. EachBoard is responsible for deter-
mination of general policy concerning the exportation or importation of the
items for which it has been established. This includes the drawaing up of the
necessary implementation programmes for the achievementof imports targets in
accordance with priorities, and theexamination ofimport offers received by
compaines for the required imports, taking into consideration specifications,
prices, delivery dates andmeans of payment. In order to secure the most
favourable terms from all markets without discrimination, and to stimulate
competition among the various importing and exporting agencies, it has been
decided to allocate to each Board an appropriate number of commercial companies,
taking into consideration the total value of the imports of each group of
commodities.

It should be recalled that the economy is divided into several sectors
agricultural, industrial, transportation, etc.). In conformity with the
Ministerial Arrêté No. 286 of 1967, all import requirements of the different
sectors are submitted to the Commodity Boards. The procedure may be summarized
as follows:

1.W ithin thegen,eral quotaa lloeated the respon- beo authorities for each
sector determine their import priorities of different comaodities, with detailed
information as oa the specifications required for each cmmodrity and the proper
import timing schedule.

2.Thme import lists of the different sectors are then submitted to the
Cm1modity Boards, each in accoda.nce with its cmmuodity specialia.tion, for
execution in conformity with the specific import plan decided for each
commodity or group of cmrmoiîites.

3. Generally, the commercial companies, eachwinthin its cmmnodity speciali-
zaiLon, are rqueested to sumbi> offers for secciiîc commodities. The different
offers are eami-nedboy the Board concerned on the basis of cmnmercial considera-
tions, as oa prices, qualities, pamyent afciliiets, delivery dates, etc. The
best offer is gne.ally chosen, and the cmapany submitting takt offer is then
authorized to confirm and to open the letter of credit necessary for carrying
out the transaction.

4. The decision of the Boadc is the basic prerequisite oa the formalities
necesa,ry for the opening of the letter of credit and for effecting the
transfer required for approvecl mMports.
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5. However, in view of the foreign exchange shortage characteristic of
developing, countries, a Financing Committee has been established at the Central
Bank of Egypt in accordance with the aforementioned Arrêté No. 286. It includes
representatives of the Central Bank, the Central Exchange Control, the
Egyptian General Trade Organization and the Ministry of the Econony and Foreign
Trade.

6. Import transactions in convertible currencies - decided upon by either the
Commodity Boards or by the sectors having the right of direct importation - are
submitted to the Financing Committee.After co-ordination between import
requirements and available resources, authorization is then given for the
implementation of transactions through the Bank designated for the sector
concerned.

Il. Methods used in restricting imports

The fundamental basis of the import police of the United Arab Republic is
the allocation of the largest possible part of the country's foreign exchange
earnings for the importation of foodstuffs and other supplies as well as raw
materials and spare parts. Capital goods and machinery required for the Five-Year
Development Plan are financed, however, by countries offering long-term credit
facilities. In view of these considerations, it is natural to restrict imports
of non-essential and luxury goods , whilst the need to protect the infant
industries implies restriction of imports of products which are produced
locally. Products the importation of which is at present restricted are
designated in a special list, published by the Ministry of the Economy and
Foreign Trade, which is revised from time to time. Other imports are authorized
within the framework of the foreign exchange budget.

For the past few years a foreign exchange budget based on the country's
estimated earnings and expenditures in foreign exchange has been applied. With
the introduction of the First Five-Year Plan in July 1960 the foreign exchange
budget has acquired added importance, and his been instrumental in rogulating
the foreign trade of the country in conformity with the requirements of the
development plan.

In drawing up the foregin exchange budget first an estimate as made of the
country's export proceeds as well as its earnings from invisible transactions,
and of the expeted availabilities of foreign loans and other credit facilities.
Allowance is then made for the commitments falling due during the fiscal year in
respect of foreign debt servicingand other obligations, as well as invisible
payments. The remaing resources in convertible and bilateral currencies are
then allocated among the various sectors of the economy in accordance with the
essential import requirements of each sector.
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V. Use of State trading or governmental monopoly o imports

The main objective of State trading in the United Arab Republic is to
regulate the foreign trade of the country in a manner commensurate with the
requirements of the overall development plan as well as with the foreign
exchange budget. In the field of imports this system is not resorted to as a
device for restricting imports but rather as a means for conducting foreign
trade in the most efficient manner, based on competitive world prices and
qualities. The State-trading apparatus thus endeavours to provide the country
with the required goods at the most advantageous terms and at the appropriate
time taking into consideration seasonal variations in local and world production.
State-trading enterprises conduct their activites solely in accordance with
customary commercial business practice, and quite often compete with one another
in importing and exporting different commodities.

VI. Measures taken for relaxingor modifying restrictions

The most important development since the previous consultation in 1965
(BOP/49 - 9 April 1965) has been the liberalization effected within the framework
of the Arab Common Market Agreement, as stated in the Progress Report
(document 4/2887 of 7 November 1967). The CONTRACTING PARTIES took note of this
report during the twenty-fourth session.

VII. Effects of restrictions on trade anDd general policy in the use of
restrictions for balance-of-payments reasons

import restrictions - resorted to for balance-of-payments reasons and for
the purpose of regulating foreign trade within the framework of the overall
development plan - have hardly affected the level of imports, the greater part
of which is derived from GATT sources. In fact imports have continued to rise
in the last few years reflecting large-scale imports of capital goods, inter-
mediate goods and new materials needed for the implementation of the development
plan, as well as imports of foodstuffs and other essential consumer goods to
cope with the requirements of a rapidly increasing population. Thus from
LE 232.5 million in 1960 (according to the Customs Statistics) imports continued
to advance to reach some LE 406 million in 1965 and LE 465.4 mallion in 1966, with
an increase of LE 233 million or over 100 per cent during the period 1960/66.
On the other hand the increase in exports lagged behind imports despite the
substantial expansion in exports other than raw cotton as a result of the
diversification of production. Thus they recorded an increase of LE 65.3 million
or only 33 per cent in the same period, rising from some LE 198 million in 1960
to LE 263.1 million in 1966. As a result the adverse trade balance widened from
LE 34.7 million in 1960 to over LE 203 million in 1966. Developments since 1960
are shown in the following summary:
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Foreign Trade Summary 1960-66¹

(LE million)

Imports Exports² (f.o.b.) Trade

(c.i.f.) Cotton Others Total Balance

1960 232.5 134.7 63.1 197.8 - 34.7

1961 243.8 104.6 64.3 168.9 - 74.9

1962 300.9 83.9 74.4 158.3 -142. 6
1963 398.4 121.0 105.8 226.8 -.171.6
1964 414.4 116.6 117.8 234.4 -180.0
1965 405.9 146.2 116.9 263.1 -142.8

1966 465.4 143.4 119.7 263.1 -202. 3

¹Customs Statistics (Central Agency for Public Mobilization and Statistics).

Including re-exports.

As far as the balance of payments is concerned the strain of large-scale
imports for developmental purposes was naturally reflected in a widening import
surplus which rose from LE 76.5 million in 1961 to LE 173.8 million in 1963 but
fell to LE 151.4 million in 1966. However, this import surplus was partly offset
by the growing surplus from invisible transactions with the result that the
deficit on current account which has persisted since 1961 has been maintained on
a relatively lower level. As a result of the increase in earnings from
Suez Canal dues and in income from tourism the surplus from invisibles more than
trebled between 1961 and 1966, rising from LE 23.2 million to LE 75.8 million.
In the meantime the deficit on current account widened from, LE 53.3 million in
1961 to LE 123.1 million in 1964 and LE 110.1 million in 1965. The further
growth in invisible earnings in 1966 coupled with the decrease in the import
surplus brought about a substantial improvement in the current account deficit
which declined to LE 75.6 million. As a result of the net capital inflow
reflecting resort to external borrowing to finance economic development, the
overall deficit of The balance of payments has been reduced to manageable
proportions. It was confined to LE 6.4 million in 1966 compared with
LE 29.1 million in the preceding year and LE 12 million in 1964, as will be seen
from the following summary:
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(1961-1965)

Import
surplus

- 76.5
-149.0
-173.8
-171.8

-166.5
-151. 4.

Other current
transactions,

ne t

+23.2

+31..4
+50.9
+48.7

+56.5

Current
cccount
balancet

3.3.

-117.6

-122.9

-125.1

1105. 1

7_5.6

Net
aApiaxl
.f1low-~~~
ô- .9
;30.7

+.93.7
+111. 1

8C!.

-6S.2

lvera11
dcficit or
surplus

-19.4

-39.6

-12.0

-29.1
_ 6.4

13ased on Centralngecharnc, Contaol Stctistics.

Source: Contral f nEg oi' Dypt.
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