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STRATEGIC REASONS FOR U.S. ECONOMIC AID DISCUSSED
Cairo AL-AHALI in Arabic 15 May 85 p 5

[Article by Dr Fu'ad Mursi: “"American Economic Aid—-Egypt Will Return It Many
Times Over"]

[Text] I was struck by a complete paragraph of a speech given by

President Husni Mubarak on the 1 May holiday. The concept which it presents is
a rejected concept, indeed, it is a serious error and silence concerning it is
an even more serious error.

The president is speaking in defense of his visit to America and its results,
particularly concerning the economic aid which America is offering to Egypt:

"The aid was increased, and all of it is a grant that need not be repaid. Who
would give me $2,315,000,000 as a grant that need not be repaid? Will you say,
he is taking a grant? I am not defending America, but if you offer to help me,
should I extend my hand or withdraw it from you? Good, what am I giving in
return? We are moving along together on the peace process. So, what am I
giving in return, what do they get from me? Nothing!"

The concept which President Mubarak offers is that America is giving to Egypt
enormous economic aid in the form of a grant that need not be repaid, and that
this grant demands nothing from us In return save movement in the peace
process. So America is not getting anything at all from us in return.

Before this, the concept portrays the American economic aid policy as a
charitable policy which the United States pursued for the sake of God. This is
not only a dangerous concept and not only a serious error; it also discounts
what the United States has itself stated frankly and what the Egyptian
government has also itself stated frankly.

The pan—Arab press confronted us this last February 20 with large headlines
announcing that Shultz was requesting an increase in aid to Egypt in order to
support its role as a force for stability in the region.

These papers quoted the text of what Shultz, the American secretary of state,
said, "The basic goal of U.S. policy in the Middle East region is the
consolidation of peace between Israel and her Arab neighbors.” Then Shultz



added: "Peace between Egypt and Israel represents a point of stability in the
region and thus the aid offered to Egypt aims to keep Egypt strong enough to
confront dangers, because Egypt represents a stabilizing force in the Middle
East and all of Africa.”

At the end of his speech, Shultz summarized what he wanted to say, noting that
Egypt has affirmed its commitment to the peace treaty, so the American
government is requesting increased economic and military support for Egypt.

By this, Shultz revealed, from his perspective, the reasons for offering
economic and military aid to Egypt. They are: achievement of the basic goal
of American policy in the region, which is consolidation of peace between
Israel and its Arab neighbors. Egypt has embarked on this by way of the

Camp David accords and a separate peace treaty with Israel.

Egypt constitutes, by virtue of its position as a point of stability in the
region, along with Israel, a state strong enough to confront the dangers
directed against America, naturally, having become a force for stability not
only in the Middle East but in all of Africa. :

Shultz is not unclear about his intentions for American economic aid policy for
Egypt. Nor, I say, are our rulers unclear when they talk to the Americans.

All of the ambiguity comes when they talk to us, we, the governed citizens,
sons of the people, as if we were children, ignorant and trembling, or as 1f we
were naive, without understanding or knowledge. This is a dangerous matter,
this ruler's understanding of us. This reflects a lack of the primary
principle of democratic life on their part.

I say that our rulers are perfectly clear when they speak to the Americans.

The Egyptian memorandum that the government presented before the president's
visit was formulated under the title "The Need for Interdependence between
Egypt and the United States.” Under this title, replete with meanings and
suggestions, the government said about Egypt that "it is an area possessing
sensitive strategic importance for the United States.” This openly and without
ambiguity! Then the memorandum mentioned what it called, if you will,
"military and economic interdependence and cooperation during crises.” And
this openly and without ambiguity.

This, then, is a relationship of reciprocity. Egypt serves America while
America helps Egypt. Egypt serves America politically, and serves it
militarily during crises. This, theun, is a completely foreign [policy]
relationship, a relationship that the Americans themselves explain by their
saying that the Egyptian rulers want to focus on the fact that they are "a
sensitive component of our security in order to preserve our aid payment to

then."”

Thus Pelletreaux, Shultz's aide, stood before the Middle East subcommittee of
the House Foreign Affairs Committee this past February 26 presenting a defense
of increased economic aid in Egypt. ,



"Egypt has demonstrated its resolute commitment to the Camp David Accords and
the Egyptian-Israeli peace treaty, repeatedly and continuously rejecting their
cancellation as a price for returning to their appropriate position in the Arab
world."” : ‘

Then, he continues, "It is necessary that Egypt remain an important force for
peace and stability in the region, not only the Middle East but also in Africa,
where Egypt plays a vital role in helping African nations repel Libyan
adventurism,” ' o ' -

Nothing is more .clear than this speech. "Politically and militarily, Egypt
plays a role of serving American strategy, not just throughout the Middle East,
but in all of Africa,” Pelletreaux adds, for those who want more. "Our
relationship of military aid with Egypt is a key to our joining together to
preserve the regional balance of power and to prevent a change in favor of the
revolutionary forces supported by the Soviet Union, such as Libya and Syria.”

Here a third reason appears to offer aid to Egypt: the performance of a
certain Arab role of standing up to "revolutionary forces” in the Arab region.

Thus, the following appeared in a secret American report: "Egypt has benefited
greatly from this economic assistance. Moreover, these programs have served
American interests. Egypt has remained committed to peace with Israel and to
the process of consolidating peace in the Middle East and the African
continent.”

Have we not said for a long time that Egypt has become a moderate state,
serving the interests of the Free World?

12780
CSO: 4504/368



JPRS~NEA=85-090
12 July 1985

EGYPT .

MINISTER OF ECONOMY INTERVIEWED ON LONG-RANGE POLICY
Riyadh AL-RIYAD in Arabic 1 Jun 85 p 22

[Interview with Sultan Abu 'Ali by Mursi al-Adham in Cairo: "Egyptian Measures
for Facing Economic Changes; Former Minister's Measures Were Not in the
Interest of the Egyptian Economy and Have Hurt Factories and Production
Capabllitles", date not specified/

[Text/ Dr Sultan Abu 'Ali, Egyptian minister of economy and foreign trade,
professor and head of the economics department at the Business College /of
Cajro University/ and head of the Investment Agency, came to the cabinet after
months of disarray in the Egyptian economy and fierce battles between the
former minister of economy, Dr al-Sa'id, and the Socialist Prosecutor's office
and the opposition as well as a conflict between Prime Minister Kamal Hasan
'Ali and him, which put the government in a very bad light.

We dealt with all these events in the pages of AL-RIYAD on 2 Sha'ban. Today,
we go to the new minister who had nothing to do with what happened and has
indeed come to clear up this mess and disarray. :

Minister Sultan Abu 'Ali is very calm and has a scientific and balanced mind.
Notwithstanding the difficult and loaded questions we asked him, and although
AL-RIYAD tried to provoke him, he nonetheless kept his cool and balanced
judgment at all times.

Although he is the newest minister in the Egyptian cabinet and indeed the one’
closest to the heart and mind of President Mubarak who took him along on all

his foreign trips--even before he joined the cabinet--including his trips to

the U.S., and Turkey, and despite the fact that we tried to hold a "press trial,"
he was not affected at all

In this first interview, he gave candid answers to all our questiomns, begin-
ning with the disarray experienced by the Egyptian economy--before he assumed
office~-and ending with the 5 January resolutions and their shortcomings, the
6 April resolutions, the mistakes of his predecessor, Mustafa al-Sa'id, and
the way to a stable economic policy to avoid a repetition of past events The
interview then dealt with Egyptian labor in Arab countries and how he planned
to deal with related problems and also with regulating the money exchange
business. He stated that he was studying the preparation of a bill regulating
this business.



We had questions about the independence of the Central Bank, whose lack of
adequate autonomy aggravated the crisis during the former minister's tenure.

In our interview with the minister, we did not omit anything. We even touched
upon the rationalization committees, import and export issues, remittances
from Egyptians working abroad, ways to restore confidence in the Egyptian
economy, ways to provide the proper Egyptian economic atmosphere to attract
Arab capital for investment in Egypt and ways to eliminate the bureaucracy

and red tape which hamper and discourage Arab investment in Egypt.

We did not forget the Arabs' great dream of realizing an Arab common market,
which is a sound beginning for umity, so we raised this question as well in
our interview with the Egyptian minister of economy. To our charge he then
replied calmly and candidly that he announced before the Egyptian parliament
that the value of the dollar would not go higher than 140 piasters and yet it
hit 148 piasters.

In reply to a question by AL~RIYAD, he stated that he had been a member of the
Egyptian Businessmen's Association for 3 years but that he had no economic or
commercial interests as did the former minister, He added that he would drop
all such activities after his appointment to the cabinet because people in
public.positions should not use their influence and power for personal gain.

M1n1ster Sultan Abu 'Ali is now the focus of attention in Egypt and is being
watched by the world to see what he is going to do for or with the Egyptian
economy.

Even if one disagrees with him, one cannot but respect his composure, candor
and great simplicity. This is a comprehensive interview about the worries, dif-
ficulties and the future of the Egyptian economy.

[Question/ Concerning the disarray that befell the Egyptian economy during the
past period, some claim that the "forces” who stood to lose by the 5 January
resolutions are the ones who pressured for their revocation and that these
forces are concentrated among the big businessmen and parvenus who emerged
during the al-Sadat era, How do you reply to that? Also, how do you assess
the situation of the Egyptian economy during this dlfficult period when the

5 January resolutions were issued and tensions intensified, leading to the
departure of Minister al-Sa'id and your revocation of all hlS resolutions?

[BEnswef] First, I disagree with you on .the term "disarray" because there was no
disarray. However, economic affairs ought to be viewed realistically. As to
what happened before January, as you know, the world was suffering from eco~
nomic problems in Europe and in many developing countries.

We are not removed from what goes on in .the world, Consequently, there have
been some negative effects on the Egyptian economy, particularly in the matter
of the country's revenues’ from free curréncies. This began last October or
shortly before that and the country's revenues from the free currencies were
negatively affected.



First, as a result of the world recession, international trade activities
dropped or did not grow at the anticipated rate., Consequently, traffic in
the Suez Canal was affected and so were the proceeds from the canal.

Second, you know that a substantial part of the free currency proceeds came
from oil. As you know, oil prices have dropped from about $40 to $25 a
barrel, thus affecting the country's income from free currencies. -

Third, one of the country's free currency sources is remittances from Egyp-
tians working abroad, mainly in the fraternal Arab countries—-the Gulf states.
The well-known economic conditions in this area have affected the incomes of
Egyptians working abroad and, consequently, their remittances due to lower
incomes. ’

This is on the one hand. On the other hand, we find that import and export
activities in Egypt have grown at very high rates. Our imports have grown to
over $9 billion a year. So if our proceeds have suffered in the way I have
just described at a time when imports are growing at a high rate, no country
can survive such circumstances. Conditions and changes, be they international,
Arab or domestic, must be adjusted whereby the economic policy can be run in
the public's interest.

This prompted much thought, among other things, about the issue of foreign
currency proceeds falling short of the money spent on imports. What I mean is
that there is more demand for free currencies so the rate has to go up.

This situation cannot be ignored by the economic administration. So what can
be done?

As of October 1984, contemplation about the kind of measures to be adopted in
order to face this problem began. : '

Therefore, I say there is no.disarray but rather steps to face the economic
changes because, as you know, we must differentiate among three things:

1. Economic philosophy,
2. Economic policy and
3. Economic measures.

With regard to economic policy and economic philosophy, which are tied to poli-
cy, they are constant and underpgo no changes, or "changes in directions.” As
for economic measures, however, any country which wishes to keep up with
change must adopt measures that help it face any nhew events or else it will lag
behind. Consequently, such events must be brought to an end, hence study and
research are done on prevailing conditionms: ' '

- a decrease in currency
- an increase in imports

Consequently, this was reflected in the foreign currency rates. If this matter
is allowed to persist, it will lead to inflation. We import over 35 percent of



Egypt's national product so steps have to be taken to put a stop to that.
What can be done? :

Research and studies;show‘that the only way is to limit demand and enhance
the foreign currency supply.

Demand is limited via the rationalization of imports and a greater supply is
achieved by having realistic rates to attract resources.

This policy can succeed if we handle rationalization in a way that will not
affect production capabilities in the sense that essential production require-
ments for factories and production units must be allowed in to ensure opera-
tion, We can limit the import of nonessential commodities and luxury items,
thereby avoiding a negative effect on the economy.

On the other hand, the rate set for the dollar must be realistic and uniform
in order to achieve this goal, hence the agreement on the existing measures.

Its appllcation is similar to the situation in which a person goes to a doc—
tor for a medical problem. The doctor examines the patient and diagnoses the
ailment as the "intestine." Another doctor says it is the "liver" and a third
is positive it is the "stomach,'" The important thing is to agree on a deci-
sion and begin treatment.

The treatment may be right on target and yields good results or the diagnosis
may be off so the prescribed medicine does no good., Consequently, a reexamina-
tion should be undertaken, but such a reexamination does not mean the doctor
misdiagnosed or mistreated the problem.

However, because things are not absolutely certain and clear, we must employ
our minds and scientific knowledge as much as possible, If we hit the mark,
we can go on with our prescribed measures, but if we do not and therefore some
negative features manifest themselves, then we must reexamine our procedures.

Moreover, it is difficult to reach a consensus on economic matters because the
same economist may have two conflicting ideas going on in his head at once,

for economics is not an exact and disciplined science. It is like a meteorolo-
gist who makes weather forecasts and then the opposite happens. Why? Because
science has not attained a level of accuracy that allows a cut and dry remedy
from the first time.

Therefore, these are the measures.that were agreed upon from the outset and
implemented Experience revealed however, .that .the adopted measures were not
in the interest of the economy in that:

- The rationalization measures became too severe and letters of credit could
not be arranged in Egyptian currency.

- Pactories and production’capabilities‘Were.negatively affected.

- Some demands for free. currencies such as .0ld business debts could not be
met through the banks.




[Question/ Our information says that they reached $3 billion. How true is
this figure?

[Answer/ Yes, they are about $3 billion. Also, the monetary budget had a
deficit of about $2.5 billion. The failure of the bank to manage these
matters opened the door to another currency rate.

Thus, it became clear that these measures did not yield the desired results to
remedy the situation, so they had to be changed. They have indeed been changed
in a way that allows us to face the existing circumstances and keep the fac-
tories and production capacities going. Those who have free currency sources
can use them from their private accounts to finance production requirements
and import machinery, as was the case before January.

Moreover, the chamber that sets the rate can be more realistic in setting the
existing rate,

[Question/ Does this mean that you do not believe in rationalizing imports?

[Answer/ Naturally, there are many aspects to this. This does not mean that
we do not believe in rationalizing imports. This kind of rationalization is a
duty, especially under the circumstances now prevailing all over the world.
However, it must be done in such a way as not to impede production capabilities.
It was impossible to wait any longer for factories to be closed and a disaster
to happen. We just could not wait.

Rationalization was inevitable. We know that there have been many complaints
against the rationalization committees. There are studies under way to draw up
a system for rationalizing imports whereby administrative complications can be
avoided while at the same time supporting national industry and providing
production requirements without negatively affecting the balance of payments.

These things are under study at present.
Inflammation of the Egyptian Economy

[Question/ There are several rates for the dollar in Egypt: a market rate and
a rate set by the Central Bank's exchange rate committee. What are the reasons
which led to this and how will you overcome this problem?

/Answer/ The deviation of a set currency rate, or other rates, from the market
rate is a natural phenomenon when the rate is administratively set. This rate,
as you know from the principles of economics, is not the target price, so

there will be a market or a second rate which is actually the case.

We believe that the committee rate, or the chamber rate, is reasonable in light
of existing circumstances’ although we know that the market rate is higher than
that due to unnatural circumstances I call "inflammation." TFor example, back
in October 1984, the free market rate--the average--was 126 piasters to the
dollar. Due to the events that occurred in November, the average rate of the
dollar went up to 136 piasters, or a 1l0-piaster jump in 1 month. This is an
unnatural increase,



Thus, we hope that this inflammation will abate and things will calm down
somewhat so as to have a single rate for the dollar. We hope, God willing,
that things will return to their normal and stable state and that confidence
will be restored in order to eliminate the deviation between the market rate
and the rate set by the committee.

There are continuing studies in this regard to draw up arrangementsbthat can
keep up with any changes that may occur in order to encourage the arrival of
free currencies through legitimate channels, as it should be.

Policy Is Fixed--Those Are Only Measures

[Question/ Will the resolution you adopted on 6 April to revoke the

5 January resolutions be fixed and unchangeable economic laws which can
reassure and encourage Arab capital to be invested in Egypt, or is there
a possibility of changing or abandoning them?

/Answef/ I said that these resolutions were nothing but measures. However,
the economic policy is a fixed policy and we believe that the economic policy
we are pursuing is an economic opening-up policy.

/Question/ An open-door policy?

[Answef/ - Not open-door, but an economic opening up. It is a policy we have
pursued ever since the seventies and has been confirmed by the president and
repeatedly by the government, Perhaps it has not been clearly and adequately
defined, but its components have been identified from the standpoint of promo-
ting the private sector and investments and relying more on the forces of sup-
ply and demand and the market in setting commodity prices and various services,
in raising the efficiency of the public sector and in encouraging and augment-
ing exports, .

This policy is fixed. What has been changed are the measures to face develop-
ments. A change of measures does not mean a change of policy, and this must be
made clear. Confidence in the Egyptian economy is great and we have resources
and opportunities. We encourage investments, be they Egyptian, Arab or
foreign. ' ‘ ' '

The‘investment experience because of Law No 43 has.heretofore‘yieided 1,600
projects at an investment cost of 12 billion Egyptian pounds in various agri-
cultural, industrial and services fields,

Capital is safe and all people feel secure about their money, their freedoms
and their activities, The democratic experience in Egypt reinforces that and
raises the confidence of investors.

As long as the investor operates within the legal framework, we encourage and
support him. Many resolutions and measures:have been adopted to encourage the
private sector to undertake productive investments. These are firm matters.



Facilities for Arab Investors

[Question/ How can the Egyptian economic climate be made conducive to Arab
capital investments in Egypt?

[Answer/ Several measures have been adopted throughout the years and we
would like to add a new brick to the bricks already laid. For example, many
infrastructural projects have been completed, such as the telephone system for
instance. Telephone communication was a very difficult matter. International
communication was nonexistent and there was no telex service to speak of.
Prior to 1972, production units wishing to send out a telex had to send a
representative to Beirut to make a telephone call or send a telex. Now, thank
God, as you can see, telephone service is automatic to anywhere in the world.

This does not mean that we have achieved perfection. Many achievements have
been realized, but we want more and more in this regard. There are plans,
programs and additlonal domestic and international services underway.

The improvement of these services will undoubtedly provide a key factor for
attracting investments.

Also in the field of public services is electric power which is basic for
establishing factories. In the last 2 years, significant production capabili-
ties have been added, including, for example, the Shubra al-Khaymah station
which has three operating units generating 1,200 megawatts, an amount equal to
the energy generated by the High Dam. There are other power stations underway
in Alexandria, Suez and elsewhere,  This will, of course, provide the necessary
electric power for production projects.

Furthermore, the clear policy and investment fields which attract investments
have set the priorities in which we encourage investment whereby the investor
knows in advance that should he submit a project in this area, it will be
accepted. These varied fields of agriculture, industry and services include,
as an example, the fields of agriculture, land reclamation and cultivation and
the introduction of new crops and agricultural mechanization to raise produc-
tion and to comstruct crop silos for export and local consumption. These
fields have priority in the agricultural area. In the field of industry, we
encourage many industries, includlng construction materials, reinforced con-
crete, steel, automobile-related industries that produce spare parts and
ready—to—wear clothing, in addition to many .chemical industries.

In the field of tourism, the construction of tourist villages and other facili-
ties is encouraged and is actually being undertaken. There is a list you can
obtain from the Investment Agency showing the order of priorities in the
various fields from which the investor knows where he is directly welcomed in
this field.

[Question/ But, Mr Minister, this is much red tape that hampers investment
activities and dampens the investor's enthusiasm about investing in Egypt.
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[Answer/ 1In order to provide a better climate for the investment of Arab
capital--which we welcome and promote--we are seeking to eliminate the red
tape which bothers many people. We are aware of this and are doing our best
to simplify procedures and improve the status of employees and workers in the
various fields with a view to improving their relations with investors.

The Higher Investment Committee has confirmed that the Investment Agency is
the only government body that deals with investors and that it is ready to
obtain the necessary approvals for investment whereby the investor need only
deal with one side without going from one place to another. The agency takes
care of all transactions without delay or complications.

[Question/ Does this mean that the way has been paved for Arab capital to be
invested in Egypt where projects have been well-defined and the bureaurcratic
obstacles and red tape have been eliminated?

[Answer/ We have been welcoming Arab capital for over a decade. You may re-
call that Law No 43 was called the law of Arab and foreign capital investment
which we welcome. Some of the existing measures and complications are the
general characteristics of developing countries and we hope to eliminate them.
Based on what some of our investors have told us, I think much has been
accomplished in this field.

I agree with you, however, that there are some obstacles. If all these obsta-
cles were eliminated, we would reach the advanced industrial state we hope to
attain, But we still have some problems and the important thing is to move
toward eliminating these problems and creating appropriate circumstances for
investors to enter in full force the production fields.

Road to the Arab Common Market

[Question/ The Egyptian economy is firmly linked to the Arab economy, thus the
call for an Arab common economic market. . How can this desire be fulfilled in
the near future?

[Answer/ There is no doubt that the realization of Arab economic integration
and of more cooperation among the Arab countries in the economic field is a
vital and necessary undertaking, particularly in view of the fact that we
live in a world marked by large blocs whereby we can better exploit available
Arab resources and capabilities.-

There must be effectlve cooperation. .Perhaps the positive steps that must be
taken in this regard are represented in establishing various joint ventures.
Some joint ventures, such.as the oil pipelines and pharmaceutical companies,
have already been created, but we hope to have more of them. We also hope to
adjust the economic structures'with a view to increasing cooperation and trade
exchanges among the Arab countries. '

As you know, there have been many attempts since the fifties within the frame-

work of the Arab League. There is a law for establishing an Arab common
market but, unfortunately, not much has been done in this regard.
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I believe that the format of joint ventures and the realization of increased
production needed by more than one Arab country, coupled with an influx of
Arab capital, expertise, labor and other resources from more than one country,
can lead to more interaction and trade exchanges.

Hardship>for’Arab Investor

[Question/ Another point related to encouraging Arab investment in Egypt:
while a French citizen has the right to own real estate in England or any other
European country, for instance, we find that the Arab citizen does not enjoy
the same right in Arab countries. '

[Bnswer] No, this is not permitted. Those who have projects here can own
an apartment with the approval of the cabinet,

[Question/ Do you not think that it is "difficult" to obtain the épproval of
the cabinet in this simple matter?

/Answer/ Approval is usually granted without any problem to those who have
investment projects here.

/Question/ You stated before the People's Assembly that the dollar rate would
not go above 140 piasters in the free market and yet it has reached the 148

~ level, On what basis did you decide that the dollar rate would not exceed

140 piasters, and what made the probabilities on which you based this decision
to change? '

[Answer/ I would like to correct what you have just said. What I said in the
People's Assembly was in reply to .the question about the effect of the 6 April
resolutions on the rate levels. I said that the measures applied under the

~ January resolutions led, from the practical standpoint, to a rate of 166 piasters
per dollar for importers because these resolutions stipulated that letters of
credit should be opened in Egyptian currency.

This is fine if banks are able to provide the necessary fofeigh cﬁrrencieé.

What happened, however, was that the banks were unable to provide the foreign
currencies, so the January resolutions were amended to allow the importer to
find foreign currencies to sell to the bank, then repurchase them with open
letters of credit. The practical enforcement of the January resolutions
-showed that the cost of the dollar to the importer was about 166 piasters,
‘computed as follows: ‘ . ‘

The importer bought currency from the market. .Letters of credit were raised by
33 percent, The rate was about 144 piasters to the dollar, so he bought 133
percent of the value of the letter of credit and resold it to the bank at the
prevailing rate of 124 piasters, :

He repurchased from the bank 100 percent of the letter of credit's value at the

rate of 126 pjasters, so the $33 purchased at 143 piasters were sold at 124
plasters, a difference of 17 piasters, and the 100 that were repurchased were
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sold at 124 piasters and repurchased at 126 piasters, thus paying 2 more
piasters which, when added to 17, makes 19 plus 144, which are equal to 163
piasters, which are the rate of the dollar.

Furthermore, the amount accrued interest and expenses for 1 or 2 months, so the
cost of the dollar went up to about 166 piasters. The measures established

by the 6 April resolutions cost the importer only what he paid to get the cur-
rency, which at the time was 142 piasters per dollar.

I did not say that the cost would not go beyond that level. It would not go up
with regard to the import costs at that time. Consequently, the reply to the
question of whether the 6 April resolutions, as opposed to the 5 January
resolutions, would lead to higher prices for imported commodities, is that
under the 5 January resolutions the dollar cost 166 piasters while under the

6 April measures it was 144 piasters. This means that its direct effect is a
lower price.

However, what I said did not apply to market rates. I did not deal with that.

/Question/ There are many reasons prompting the oil-producing countries to
lay off much foreign labor. Will the laying off of some Egyptian workers
affect Egypt's foreign currency proceeds?

[Answer/ This is a possibility. The situation must be constantly‘evaluated
and assessed and various projections drawn up. We are monitoring the situationm.

' Perhaps some Egyptians working abroad have returned, thus precipitating an
adverse effect on remittances. This is what prompted the notion, as I have
already mentioned, to rationalize imports to conform with currency sources.
And since the dynamics of life require that developments must always be
faced, this has already been factored in; it requires more reliance on local
production -instead of imports.

There is no doubt that the return of some Egyptians working abroad has some
advantages with regard to the Egyptian economy because it augments the labor
force. In some areas where some workers returned from abroad, the daily wage
dropped 1 or 2 pounds. This has a positive effect because lower wages mean
lower production costs and therefore a more reasonable cost of living and
more moderate prices.

Add this to the fact that these workers contribute to the production process,
thus raising the quality and quantity of production, something that benefits
the Egyptian economy.

Nothing in the world is all bad or all good. Man's genius and creative
powers help him to cope. Necessity is the mother of invention.

When they return, they have to work and be active. Craftsmen will set up
workshops and there will be more agricultural workers, thus enhancing local
production. Consequently, if there is a shortage of foreign currencies, there
has to be a rationalization of imports which can be compensated for by higher
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local production. We hope to increase local production and increase exports as
well, o :

Money Exchange Business Under Study!

[Question/ Currency dealers dominate the monetary market in Egypt, thus
triggering many of the issues taken up recently by the Values Court and the
Socialist Prosecutor. We have read that you are now thinking of regulating
the money exchange business and are drafting a bill in this regard, and that
the Values Court came out with a similar recommendation. What steps have been
taken so far in this regard?

[Answer/ The subject of the money exchange business is under study right now.
The currency dealer is a middleman between the currency sources and the
currency's utilization. We would like this matter to have secure channels in
order to protect the hard-earned monies of Egyptian citizens. The government's
responsibility is to provide confidence and trust.

We are studying this situation to create measures that will achieve this goal.

One alternative presented in the study is to have a stable and legal money
exchange system because the currency exchange dealer is a middleman providing
the same services as a retailer, as opposed to the wholesaler, which is the
bank, whereby the customers are guaranteed liquidity, security and peace of
mind.

This has been under study. There are other ideas contending that the banks are
able to undertake this role and there is no.need for a money exchange system,
especially since banks can be found everywhere.

[Question/ The question here is that the free currency rate given by the
banks is much lower than the free market rate.

[Answer]/ We are aiming to have a single rate for all transactions in which
case we will not have the existing difference. Banks can also help in this.

There are two alternatives and there are others under study. The main objec-
tive is to create channels which can safeguard the money of Egyptians working
abroad because their hard-earned money must be secure.

[Question/ To what degree will the Central Bank be independent, based on
rumors that it will be granted autonomy? Will it, for example, be independent
of the Ministry of Economy so that it may oversee the banking community and
have the right to oppose government instructions regarding the issuance of
paper money? Also, some have put forth the idea of making the bank indepen-
dent of the Ministry of Economy and putting it under the jurisdiction of the
prime minister, This raises the question of whether the Central Bank's sub-
ordination to the prime minister will give it enough independence. Or are you
discussing the possibility of giving it the same status as the Central
Accounting Office whereby it will be under the jurisdiction of the People's
Assembly and its board members will be appointed for life? Thus, you can see
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that the bank will get its full independence, which will give it direct free-
dom and adequate supervision of economic activities.

[Answer/ The Central Bank is independent. The most important guarantee of
its independence is that the governor cannot be removed. . The law guarantees
its governor independence because he cannot be removed., There is a difference
between the accounting office and the Central Bank. The accounting office is
a watchdog agency, but the Central Bank, in addition to its watchdog duties,
has an executive role which entrusts it with the implementation of the
government's monetary policy, thus making it part of the government's execu-
tive body.

It is not under the jurisdiction of the Ministry of Economy. Independence

is there and the government sets the economic policy in addition to the other
policies, The economic policy is made up of several parts, as you know.
Perhaps the most important of these are the monetary policy, the fiscal policy
and the trade policy.

The fiscal policy, which deals with the state's general budget,‘is set and run
by the Ministry of Finance. As for the monetary and trade policies, they
are within the bailiwick of the Ministry of Economy.

Thus, there has to be effective cooperation between the Ministry of Economy

and the Central Bank, for monetary policy is set by the ministry and imple-

mented and supervised by the Central Bank, hence the close relationship be~

tween them. This does not mean that the Central Bank is under the Ministry

of Economy. Not at all. There is, however, close and effective cooperation
between the two,

I think this is a matter that must be maintained because it leads to an
effective and orderly economic policy.

The government in general, whether represented by the Ministry of Finance or
the Ministry of Economy, maintains close and firm cooperation and understand-
ing with the minister. This leads to perfect coordination of economic policy.

What led you to ask this question may be an impression from the past period,
but we hope that this will be an extraneous matter with no influence on the
economy.

/Question/ With regard to import rationalization committees, some
commodities have been taken out of the jurisdiction of these committees. In
other words, no imports have been banned. Do you intend to ban the importa-
tion of certain luxury items, or will your policy be to raise the customs
duties on such items? '

[Ahswef/ The matter of rationalization must be viewed from a wider perspec~
tive in that there are many considerations.that have to be realized, objec-
tives related to the general budget and revenues that must be considered.

As you know, customs duties on imports comprise a substantial percentage of
the budget's source of revenues, so it naturally follows that a strict ban on
imports will have an adverse effect on state revenues.
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Our econmic policy has another objective related to the balance of payments.
We know that the balance of payments has a deficit which can be remedied,
not necessarily by limiting imports but rather by having more exports than
imports, thus narrowing the gap in the balance of payments.

The third objective is the rising national industry which must be protected
in the sense that it will not be able to compete directly with the production
industries in the industrially advanced countries. It must be guaranteed
reasonable protection,
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FUNDAMENTALIST SCHOLAR DISCUSSES ISLAMIC GOVERNMENT
Cairo AL-SHA'B in Arabic 21 May 85 p 3

[Tnterview with Khalid Muhammad Khalid by Ahmad al-Suyufi in Cairo: "Islam
Is Religion and State, Truth and Power, Culture and Civilization and Worship
and Politics'; date not specified/

[Text/ Mr Khalid Muhammad Khalid is a noncontroversial personality among
Islamicists, government-officials and secularists alike. One senior secularist
said that Mr Khalid is an enlightened Islamicist and we agree with that, Hence,
the importance of this interview with him to review the ugly face of the
secular phenomenon embodied in the separation of church and state. We also
review with him the book, "Before the Downfall," and other matters such as
religious government, Islamic government and the dilemma in which he found
himself regarding his book, "From Here We Begin," the same dilemma in which
the author of "Before the Downfall” found himself as well.

It was around these issues that we had .this interesting and exciting dialogue
with Khalid Muhammad Khalid.

[Guestion/ First, we would like to know the truth about the claim that Islam
is a religion and a state.

[Answer/ The truth is that the claim is very accurate both theoretically and
historically and in principle and application.

I can almost say that in light of the deliberate and careful study of Islam, it
seems a self-evident truth!

It is known that when a 'nation" is created, a unity of language, race and
religion is established, a land or a '"homeland" is found for this nation to
live in and a "higher authority" is created to organize the affairs of this

group. The state exists and the Muslim nation has had all these elements ever
" since it settled in the city,

There was a nation with one language, one race and one religion, the Muslim
nation., This nation had a homeland in thé city and the surrounding Arabian
Peninsula, There was a "higher authority" represented in the Prophet, as
inspired by His God and by His constant counsel with his followers about all
the issues and positions riot mentioned in the Revelations. This is not a
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truth acclaimed by Muslims alone out of fanaticism but has been declared as
well by orientalists and European intellectuals out of respect for ‘the truth
and reality. Suffice it to quote the well-known orientalist, Hamiltom Gibb,
who said: "After the Hijrah, a self-contained society was set up in the city
regulated by political rules under the leadership of one president. The
Prophet's firm idea about this new religious society was that it was going *
to be organized politically, without a separate religious body and incorpor-
ated under a secular government." .

Islam and Socialism
[Question/ Where does secularism fit in Islam?

/Answer/ First, I would like to say that regardless of the many philosophical
and scientific definitions of secularism, it has a political and, I can almost
say, historical concept which cannot be ignored or discounted. It is the con-
cept of the separation of church and state.

Secularism emerged in this guise and concept with the European Renaissance
which constructed its edifice on the ruins of despotic and decayed church rule
during the Middle Ages in Europe. This definition, or this political concept
of secularism, has survived to this day, for example, when the Indian constitu-
tion, which was declared right after India's independence, stipulates that
India is a secular state. It, the Indian constitution, did not refer to the
philosophical meaning of this work or this definition but meant that religion
in this society was completely separated from the state. Each one, religion and
state alike, had its arena and its theatre,

To aswer your question, I say secularism in this sense is rejected by Islam
in favor of Islam and in its nature, truth, system and application is not

a religion of hermitages, monasteries or prayer niches. It is a profound and
universal prophecy covering, first with its revelation and second with its
rich jurisprudence, all the main problems of everyday life, thus rendering
secularism totally alien to every Islamic society. Through its rejection of
secularism, Islam must not be interpreted as an ecclesiastical religion closed
within itself and chauvinistic about its identity but rather a religion which
is fully aware of its powers and capabilities which have in fact enabled it

to advance humanity and improve the quality of life.

[Question/ There is much talk in Egypt nowadays about the call for secularism.
How do you explain this phenomenon? : : :

[Answer/ If the intended secularism means the respect and pursuance of learn-
ing, then Islam is the religion of learning. If the intended secularism means
respect for the contemporary and keeping up with civilization, then Islam is
the religion of the contemporary and of civilization. We ought to be a little
ashamed of ourselves in seeing the luminaries of European thought acknowledge
that Islam and its splendid civilization were the only two ploneers of European
and Western civilization! ' :
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But if secularism means separation of church and state, it is, as I have
already said, unacceptable to Islam and all those who understand Islam as a
religion and a state. '

[Questiofi/ A book has come out calling for the separation of church and
state and the separation of religion and politics. What do you think about
this tendency?

[Enswef] Perhaps you mean the book, "Before the Downfall," by Faraj Fudah?
[Guestion/ Yes, I do.

[Answef/ Before I answer your question, I would like to salute the author's
courage in expressing himself regarding a perilous issue., I also salute the
preservation of his right as a free citizen in a free country to proclaim
‘his opinion, regardless of whether it is right or wrong. Such a position is
a key factor in an Islamic upbringing.

Our Prophet says: "Let not one of you be a yes man, doing good when people do
good and doing evil when people do evil; but let him make up his mind to be
good 1f people do good and avoid their evil if they do evil." This is an
honorable as much as it is a noble call on man to maintain his intellectual
independence and literary courage. '

Plafd once said about-peoplg;

k"They are crazy, if you cannot think!

"They are fanatic if you do-hot want to think and
"They are slaves if you do not dare to think.,”

Perhaps the Prophet's words and Plato's wisdom are appropriate approaches for
discussing the author of "Before the Downfall." I think Dr Faraj Fudah

faced the same intellectual dilemma I did 35 years ago when, in my first book,
"From Here We Begin," I called for the separation of church and state. This
dilemma is represented in two weak points in my thinking a long time ago which
afflict his thinking today.

The Dilemma

The first point is our ignorance of the difference between a "religious govern-
ment" and an "Islamic government" and our being greatly influenced by what we
read about the "religious government,” dominated by the church and the papal
authority in Europe before the Renaissance., This represented, in all its forms,
means and intentions, a cursed tyranny and an unbearable hell]

A religious government means one which is run by the clergy, regardless of
qualifications and experience. It draws its principles, its logic and its
directions from the personal whims of those rulers who bestow upon it such a
false and artificial holiness as to humble and subdue the masses.

19



As for the "Islamic government," it is completely different in kind and degree,
for it means that the rule is managed by able people chosen by the nation free-
ly and of 