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VISIT TO EGYPT, February 27 -March 2, 1974 

Feb. 26 2100 0100 Depart Washington (Dulles) 
Tues. 

Feb. 27 
Wed. 

0800 
1000 
1935 

Feb. 28 a.m. 
Thurs. 

Mar. 1 
Fri. 

Mar. 2 
Sat. 

0745 
1105 
1205 
1625 

0800 
1000 
1735 

0545 
1005 
1105 
2025 

Arrive London 
Depart London 
Arrive Cairo 

Bank Staff 
Minister Hegazy (T) 
President Sadat (T) 

Sheraton Hotel 

Visit Canal area (T) 

Depart Cairo 
Arrive Frankfurt 
Depart Frankfurt 
Arrive Washington (Dulles) 

REMARKS 

PA106 (747) 

PK712 (707) 
Paris GMT 1105-1200 
Rome GMT 1350-1450 

MS781 (707) 

TW735 (707) . 

• I 
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Annex A 

Itinerary 

A detailed program for your visit will be provided in the 
field. 

'lhe Egyptians are working on it and Nes srs. Votaw and Davar, 
who will be in Cairo on February 26 and 27, will discuss and finalize it, 
prior to your arrival. 

It is expected that President Sadat will want to meet you on 
Thursday. February 28. Meetings with other ministers and officials will 
be arranged, taking into account the timing of the meeting ~~th the 
President. 

Although Friday, March 1, is a holiday, the Egyptians will 
arrange meeti.ngs for that day also. It is also expected that they will 
want you to visit. the Canal War Zone in the morning, which will probably 
take about one-half d~. 

President Sadat and you may wish to have a wrap-up meeting in the 
morning of Saturday, March 2.. The tentative plan is to try and enable you 
to leave by the first convenient flight in the late morning or afternoon on 
Saturday. 

Airport Staterrent 

The Information Department has been requested to prepare a 
Statement, which is expected to be provided to you prior to your 
departure. 

EMENA. Region 
February 22, 1974 
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DEPARTMENT OF --·- ·-. 4 ,~·- ' 
STATE 

PROFILE 

Geography 

People 

POPULATI~Lllion (~.). 
ANNUAL G~

1

RATE 2.7% DENSITY: 
90 per square mile. ETHNIC UPS: Egyp-
tians, Copts, Bedouins, Nubians. 

RELIGION: Sunni Muslim {90%), Christian. 
LANGUAGES: Arabic, English, French. LITER
ACY: 35%. LIFE EXPECTANCY: 53 years. 

Government 

INDEPENDENCE: 1922. TYPE: Republic. 
DATE OF CONSTITUTION: 1922. 

FLAG: Composed of three horizontal stripes
red, white, and black from top to bottom-with a 
golden hawk in the center stripe. 

BRANCHES: Executive-President (Chief of 
State); Prime Minister (Head of Government). 
Legislature-People's Assembly (unicameral), 
350 members elected for term of 5 years and 10 
appointed by the President. Judiciary-Court of 
Cassation. 

C ·Economy 

GDP: $5.87 billion (FY 69/ 70). ANNUAL 
~H RATE: NA. PER CAPITA INCOME, 

AGRICULTURE: Labor-50%. Land-3%. Acres 
per capita-0.2%. Crops-Cotton, wheat, rice, 
corn. 
~ INDUSTRY: Labor-11 %. Products-textiles, 

processed foods, tobacco manufactures, chemi
cals, fertilizer, and petroleum and petroleum 
products. 

TRADE: Exports-$780 m ill ion : cotton, rice , 
petroleum, - manufactured goods . Partners
U.S.S .R. , East European countries, Ita~Federal 
Republic of Germany, India. Imports - $940 mil 
lion: Foodstuffs , capital goods. Pa r tners 
U.S.S.R., Federal Republic of Germany, France, 

. the United Kingdom,. Italy. 

.-_, 

.Annex B · ·JULY 1973 

EGYPT 

MEMBERSHIP IN INTERNATIONAL ORGA
NIZATIONS: U.N., Arab League, the Organiza
tion of African Unity (OAU), General Agreement 
of Tariffs and Trade (GATT). 

ECONOMIC AID DISBURSED: Soviet Union, 
U.S. ($912.2 million between 1946-67). 

GEOGRAPHY 

The Arab Republic of Egypt, referred to as 
Egypt, is located in the northeastern corner of 
the African Continent. It is bound on the north by 
the Mediterranean Sea; on the west by Libya; on 
the south by the Sudan; and on the east by the Red 
Sea, the Gulf of Suez, and the State of Israel. Only 
~bout 10,000 sguare :miles of the area-cons~ 

of the ribbon-like Nile Valley, the Nile delta north 
of Cairo, and a few oases axe cultjyated. Water 
from the Aswan Hi h D ·s expected to· crease 
the tivable area eventu ut 12 500 
square miles. 

-. Sg;pt is an almost rainless block of desert 
consisting mainly of high plains and some rugged 
hills and mountains in the east along the Red Sea 
coast and along the valley of the Nile River. The 
country's existence depends almost exclusively 
on the Nile River, which rises in Ethiopia and 
Uganda and flows northward through Sudan into 
Egypt where it stretches almost 550 miles from 
Aswan to Cairo. 

Extending south from the 32d parallel to below 
the Tropic of Cancer, Egypt has a warm, arid 
climate. Winter temperatures at Cairo normally 
range between 40°and 65 ° F. andsummertemper
atures between 70°and 100o F. Rainfall is almost 
entirely limited to the northern coastal area, 
where it averages 8 inches per year. South of 
Cairo (where annual rainfall averages 1 inch), 
precipitation drops to nearly negligible amounts. 
The highest point is Mount Catherine in the south
ern Sinai-8,600 feet above sea level. The lowest 
is the Qattara Depression, .a basin in the western 
desert of about 10,000 square miles, the floor of 
which is some 400 feet below sea level. 

THE PEOPLE 

Wit h an estimated 35 million people, Egypt is 
the most populous country in the Arab world and 
the second most populous on the African Continent 
(after Nigeria). Although population density for the 
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country as a whole is approximately 90 persons 
per square mile,jlll percent of the people are com ~ 

pressed into 3.5 percent of the countrx's area of 
the Nile Valley and its delta, making a population 
~density there of more than Z,QOO persons pez: 

· -one of the hi in orld. About 
40 percent of the peop e are rural, but this propor-

""'ff'on is decreasing a s joh opportun ·ues in he 
urban ceptcn; are Ci .!. ~tW Ll~ rno re people to the 
cities. The ctt ies of Port ..:aid, Suez, and Ismail ta, 
wh ich !ie al o! g the Suez Can ~1 l and had a combined 
population of 700,000 before the 1967 war with 

2 

.. , . . 

Israel, have been largely evaucated as a result of 
the war. 

Because the Egyptians dislike to emigrate and 
the average life expectancy has risen to 53 years 
as diseases have come under control Egypt's an
nual rate of population increase now stands at 
close to 2. 7 percent. The .Lmbalance between,J:e-

ces and a grow in o ulat ion is the most 
s e rious o c e facing the nation in its drive to 
raise the standard o 1vmg its people. The 
Government has begun a program to reduce the 
birth rate, but .it has had a min_imal effect so far. 

I 
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) 
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Lying at the crossroads of As\a .. Africa, and 
the Mediterranean basin, Egyp~ ha~ developed a 
fairly homogeneous populatton . Ba.sically Egyp
ttans are of Hamitic origin with sume admixture 
in the north 'lrith, people from the Mediterranean 
and Arab areas and in the south with the Nubian 
groups from black Africa. However, the vast 
majorl~y of Egyptians remain as they were when 
the pyramids were built, essentially a single 
people sharing a common ancestry and culture. 
Indigenous minorities include more tl.tan3 million 
Copts, who have retained their historic Christian 
affiliation; the 50,000 Bedouins, who are basically 
nomadic; and the Nubians in the south who origi
nally came to the Nile Valley from Sudan. Only a 
small number of foreigners reside in Egypt. 

Since 1952 gra ool attenda.:1ce has risen 
from 40 percen o 90 percent. 

HISTORY 

a continuous recorded history of 
ars orld The country 

has alternated between periods of strength, when 
neighboring territories fell under its domination, 
and periods of weakness, when it came under 
foreign rule. Egypt was. a united kingdom from 
about 3200 B.C. until Alexander the Great con
quered it in 333 B. C. From then until the 20th 
century it was under continuous foreign domina
tion-by the Romans, the Persians, the Arabs 
(who introduced Islam to Egypt which had been one 
of the first countries to adopt Christianity), and 
the Turks. The last period of foreign rule began in 
1882, when the British occupied that area; in 1914 
it became a British protectorate. 

Suez Canal 

In the mid-1800's, while Egypt was under nomi
nal Turkish sovereignty and Europe was experi
encing industrial and commercial growth, the 
French took the initiative in providing alinkfor a 
shorter trade route between Europe and Asia. They 
obtained a 99-year concession from the Egyptian 
ruler to build and maintain a canal between Egypt 
and the Sinai Peninsula, thus providing a waterway 
between the Mediterranean and Red Seas. With 
European capital the French organized the Suez 
Canal Company, and construction on the canal be
gan in April 1859. The Suez Canal was opened for 
navigation on November 17, 1869. 

The British Government obtained effective 
control of the canal in November 1875 by purchas
ing more than 150,000 shares of stock from the 
Suez Canal Company for about $20 million. This 
purchase left France and the United Kingdom as 
the majority stockholders. The Convention of 
-Constantinople of October 29, 1888, provided that 
the canal was to be ope:1 to vess els of all na tions, 
although. the Egyptians closed the canal to Israeli 
shipping· after 1948 by invoking article X (which 
authorized closure if necessary for the mainte
na!1C e of public order) . 

In 1956, the new Egyptian regime, headed by 
President Gamal Abdel Nasser nationalized the 
canal in reaction to withdrawal of Westernprom
ises of aid in building -the Aswan High Dam. The 

. Suez crisis eventually led to war in October and 
November of that year, at which time Israel in
vaded the Sinai and was joined subsequently by 
the United Kingdom and France who attacked the 
Suez Canal area. During this war the canal was 
blocked by sunken ships. It was reopened to inter
national traffl i.! 5 months later, and in July 1958 
th~ Egyptian Government and the new company, 
c~·; {:d the Suez Canal Authority, agreed to reim-

·bur.:e $64 million to the former stockholders. 
The final payments were made in July 1963. 

In June 1967 the canal was again closed as a 
res1.ll.t- of war between Egypt and Israel ... While it 
remains closed, Egypt is receiving a subsidy from 
the Arab states of Saudi Arabia, Kuwait, and 
Libya to compensate for the loss in revenue. 

Independence and Revolution 

Although an Egyptian nationalist movement 
developed in the 1870's against British and French 
domination of the Government, the country did not 
gain its independence until post-World War I. In 
192~ Egypt became a monarchy under King 
Fouad I. The British, however, retained extensive 
powers as well as a major military presence in 
the Suez Canal Zone, which was used as a major 
Allied base of operation during World War II. 

Under the leadership of Lt. Col. Gamal Abdel 
Nasser, a group of military officers (the 11Free 
Officers") staged a CoUP d'fftat on July 23, 1952, 
and exiled King Farouk, who had ascended the 
throne on the death of King Fouad in 1936. The 
Free Officers declared Egypt a republic on June 
18, 1953. They were motivated by a des ire to 
remove elements that traditionally had expl9ited 
the country. The regime they founded sought to 
raise the standard of living, develop the country's 
military and economic strength, and unify the Arab 
world under Egyptian leadership. 

Pursuit of these objectives at times has led 
Egypt into collision with the West. Under Egyptian 
pressure, the British agreed to evacuate the Suez 
Canal Zone in 1954. The year 1955 found Egypt 
opposing the Baghdad Pact (4 years later to be 
recreated as the Central Treaty Organization), a 
Western-supported defense arrangement which 
included Iraq, Egypt's rival for leadership in the 
Arab World. Later in 1955 Egypt accepted mili
tary assistance from the U.S.S.R., and in 1956 it 
accepted the Soviet offer of aid to construct the 
Aswan High Dam after the U.S. withdrew its offer 
to help finance the first stage. Egyptian-Soviet 
military and economic relations have continued to 
grow since that time. 

President Nasser's leadership and identifica
tion with Arab nationalism and so ~al aspirations 
acted as a powerful magnet during the early years 
of the regtme. The union of Egypt and Syria as 
the United Arab Republic was proclaimed on 
February 1, 1958, and was subsequently ratified 
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by plebisc ite. The tm ion was troubled by economic 
and political incompat ibilities , however , and Syr ia 
seceded in September 1961. Egypt nevertheless 
continued to call itself the United Arab Republic. 

In April 1971 Egypt agreed to join Libya and 
Syria in a supranational federation to be called 
the Confederation of Arab Republics. Arrange
ments were made to draft a constitution and 
submit the federation plan to plebiscite in the 
three countries on September 1, 1971. On Septem
ber 2, 1971, announced results showed that the 
formation of the Federat ion of Arab Republics 
was approved in Egypt, Libya~ and Syria by some 
10 million voters-98.1 per cent of those eligible 
for the ballot. On the sam e day the United Arab 
Republic became the Arab Republic of Egypt. The 
federation will have overall responsibility in the 
foreign and defense fields and will coordinate 
military, economic, and other aspects of national 
planning. 

Wars with I sraet 
In 1948-49 Egypt played a major role in a war 

between the Arab states and the newly established 
State of Israel. A truce was brought about under 
U.N. auspices, and in 1949 four armistice agree
ments were neg.otiated and s igned at Rhodes, 
Greece, between Israel and Egypt, Jordan, Leb
anon, and Syria. E'gypt assumed the administration 
of the Gaza Strip, a small area of the original 

. Palestine mandate border ing on the Sinai, to which 
many of the Arab refugees had fled. 

By 1955, however, the arm istice had deteri
orated seriously and the Egypt ian-Israel armis
tice line was the scene of armed hostilities 
launched from both sides. The crisis launched in 
July 1956 by the withdrawal of U.S. aid for the 
Aswan High Dam project, followed by President 

. Nasser's nationalization of the Suez Canal for the 
stated purpose of using its revenues to finance the 
dam, climaxed in the 1956 Sue z war. Israel's 
invasion of the Sinai Peninsula at the end of Octo
ber was followed by British and French landings 
at Suez in November, which were made with the 
stated purpose of separating the combatants and 
preserving the international character of the Suez 
Canal. The canal, was nevertheless, closed to all 
shipping as a result of the host il ities. 

A cease-fire was quickly arr anged, and British 
and French forces were replaced by the end of 
December with forces of the United Nations Ex
peditionary Force (UNEF). The Suez Canal was 
cleared and reopened in March 1957, following 
withdrawal of Israeli forces. 

Although the Egypt-Israel line remained rela
tively quiet following the 1957 settlement, inc i
dents of terrorism and retaliation across the 
other armistice demarcation lines with Israel 
became progressively more serious during 1966 
and 1967. Consequent to the rise in Arab-Israel 
tens ion, the arrangements wirh regard to naviga
tion in the Gulf of Aqaba and for the stationing of 
U.N. troops between Israel and Egypt came apart 
in May 1967. Egypt moved armaments and about 
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80,000 troops into the Sinai P eninsula and asked 
the U.N. Secretary Ge .. eral to withdraw the U.N. 
forces from Sinai and the Gaza Strip. On May 22 
President Nasser declared the Strait of Tiran 
closed, thereby blockading the Israeli port of 
Eilat. 

Hostilities broke out on June 5 between Israel 
and Egypt, which was soon joined by Jordan and 
Syria. At the end of 6 days of fighting, when all ' 
parties had accepted the cease-fire called for by 
the U.N. Security Council resolutions , Israel con
trolled the Sinai Peninsula, the Gaza Strip, and 
areas in Syria and Jordan, and the Suez Canal was 
once again closed to shipping. 

Since the June 1967 war, efforts have been 
made continuously to reach a peaceful settlement 
of the Arab-Israel dispute that would include with
drawal of Israeli. troops and reopening the Suez 
Canal. 

GOVERNMENT 

The Arab Republic of Egypt has a strong, 
presidential-type government. Under the Perma
nent Constitution proclaimed on September 11, 
1971, executive authority is vested in the President 
(Chief of State). He is popularly elected to a 6-
year term and must receive an absolute majority 
of the votes cast. The President appoints the 
Vice-Presidents, the Prime Minister (Head of 
Government) and the Council of Ministers (cabi
net). When the People's Assembly is not in ses
sion he rules by decree. However , legislation 
promulgated during that period must be submitted 
for approval by the Assembly on its resumption. 
Non-submission of decrees to, or their rejection 
by, the Assembly deprives them of force of law. 
In normal circumstances the President may veto 
a bill or draft law and return it to the Assembly 
within thirty days of its enactment. If the speci
fied time limitation is exceeded or the Assembly 
again passes it by a two-thirds majority it be
comes law. If a temporary event occurs to pre
vent the President from exercising his functions, 
the Vice-President deputizes for him. If the Presi
dent resigns, he addresses his resignation to the 
People's Assembly. In case of permanent vacancy 
in the position of the President of the Republic, 
or occurence of permanent disability to the in
cumbent, power is assumed by the Speaker of the 
People's Assembly. If the Assembly is dissolved 
at the time, power is assumed by the President 
of the Higher Constitutional Court (AI Mahkamah 
Ad Dusturiyyah al 'Ulyah). This is conditional on 
their not being candidates for the Presidency at 
the time. 

The unicameral People's Assembly has 360 
members - 350 elected from the 175 parliamen
tary constituencies and 10 appointed b t 1e Presi
dent. The term of the assembly is 5 years. At 
least half of the members must be workers or 
peasants (fellahin}. Under the Constitution the 
People's Assembly has he sole autl ority to enact 
legislation while it is in session. 
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Egypt's judicial system is based on European 
(principally . French) legal concepts and methods. 
The highest cgurt is the Court of Cassat ion whose 

'-.; juages are appointed by the President. 
Egypt is divided into 25 Governorates, or 

Provinces, each headed by a Governor appointed 
by the President. While policy is determined at 
Cairo, the Government is making efforts to dele
gate an increasing share of the implementation of 
policy to the Governors. 

POLITICAL CONDITIONS 

Political parties in Egypt were outlawed in 
1953. The regime has sought to replace them with 
a single mass organization which would support 
the regime and its policies. The first two efforts, 
the National Liberation Rally and the National 
Union, were not successful. The present organiza
tion, the Arab Socialist Union (ASU), was estab
lished in 1962, and subsequently reorganized in 
i966 and in 1971. 

President Gamal Abdel Nasser dominated 
virtually every aspect of life in Egypt from 1952, 
when the Free Officers seized control of the Gov
ernment, until his death in September 1970. He 
was looked upon as a leader among the Arab states 
as well. Following Nasser's death, Anwar Sadat, 
one of the 1952 revolutionary group was nomiilated 

by the governmen al and ASU or ans 
and e-lected 'Y. n tonal p efll"S"ci e is ter,ro,..b.e_gan 
· to])er 1970 or a full 6 r~ The last 
People's Assembly elections were held in October 
1971. 

On September 11, 1971, Egypt's Permanent 
Constitution, based on studies by the ASU and the 
People's Assembly, was passed by general ref
erendum. It embodies the goals and principles of 
the revolution and henceforth serves as the bas is 
of Government. 

The declared long-range objectives of the 
Egyptian Government are to bring the benefits of 
education, representative government, and mod
ernism to all the people of Egypt. One of its major 
actions has been a restructuring of the socio
economic system. Through a program of nat ion
alization of major industrial and commercial 
companies, sequestration of foreign owned prop
erties, breaking up of large estates, and exclusion 
of traditional leaders from influential positions, 
the Government has largely displaced the old 
landowning arts ocracy. In its p!::.,;;,;;,a.c.e_..;;;w,o ..... 

a new e ite of tee 

ECONOMY 
Egypt's gross national product (GNP), which 

increased at a l~J.te of :tpp ox imately 6 perc ent in 
the period immediately following nationalization of 
the major segments of industry and finance (dur ing 
the first 5- year plan, 1961- 65), has since decel 
erated. The earlier rate of growth was bas ed to a 

certain degree on substantial foreign borrowing; 
by 1965 this and other imbalances had begun to 
affect continued economic expansion and the rate of 
growth began to dec!Lne .. Egypt's economic losses 
as a result of the 1967 war dealt the economy a 
further serious blow from which it is only now be
ginning to recover. GDP in FY 69/ 70 was U.S. 
$5.87 billion, or approximately $175 per capita. 
Of this, agriculture contributed about 29 percent, 
government and other services 28 percent, indus
try 22 percent, and transportation 5 percent 
(reduced from 9 percent as a result of the closure 
of the Suez Canal). · 

Agriculture & Industry 

The Egyptian economy is basically agricul
tural, as it has been for centuries. About half of 
the total labor force of 10 million is engaged 
directly in this sector, and many others are en
gaged in processing or trading agricultural prod
ucts. Thus, the majority of the country's 35 mil
lion people depend on some 6 million acres of high 
fertility soil in the Nile Valley and delta areas for 
their means of support. 

The climate permits multiple cropping (sev
eral crops a year on the same piece of land) and 
doubles the actual crop area in any one year, but 
farmin is generall inefficient b mo rn 
ar s Produc ton is for e market with very 1 ittle 
subsistence agriculture. Cotton, wh at, r· e, and 

are the principal commodities; cotton o
vides almost one-half of all export earnmgs. 

To limit aeve opmen o a one-crop economy, 
the Government restricts the planting gf cqttQI+-t.o 
one-third of each owner's a • Although wheat is 

s pro t a e an several other crops, the law 
requires most landowners to plant at least one
third of their land in wheat. Nevertheless, the an
nual shortfall bet eal roduction and con
sum J"on averages 2.5 million tons. 

Whereas in 1947 half of he cultivable land 
was held by less than 2 percent of the landowning 
population, maximum holdings have been :r;educed 
to 100 acres er family, and some ~ 000 fam i-
lies percent of h rural o ulation 

Since the per capi a resources of wa er and 
cultivable land are limited, the regime has con
centrated on industrialization as a means of rais
ing productivity. As the regime has assumed 
larger and larger managerial responsibilities, 
the role of the small entrepreneur class has 
dwindled. Since the nationalization of the early 
1960's, all major industries and public utilities 
have been run by organs of the Central Govern
ment. Nevertheless, the principle of private enter
prise continues to be recognized and most agri
cultural land as well as a large proportion of trade 
remains privately owned. 

A steel mill was completed at Helwan (south 
of Cairo) in 1959 and is presently being expanded 
into an industr ial steel complex with assistance 
provided by tl}e Soviet Union. 
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Natural Resources 

Egypt has few natural resour ces other than the 
agricultural capacity of the Nile Valley. The major 
minerals found are .ehosphates, petrgle!IJll, and 

, re. Petroleum production is moderate from 
offshore fields in the Gulf of Suez and some re
cently discovered strikes in the Western Desert. 
Egypt has become an exporter of small quantities 
of petroleum despite the loss, at least for the 
present, of its Sinai oil fields and has hopes that 
further petroleum discover ies will be made in the 
future. 

Trade. & Balance of Payments 

In recent years Egypt has had regular and 
substantial deficits in its foreign trade; that is, 
imports have exceeded exports. Since 1967 
stricter import and export controls have reduced 

. the deficit, but not eliminated it. In fiscal year 
1971 exports totalled $780 million (45.3 percent) 
while imports were $940 million (54. 7 percent) of 
total trade. Cotton is by far the most important 
export from Egypt, accounting for more than 50 
percent of total earnings. Rice, petroleum, and 
manufactured goods, however, are assuming in
creasing importance. Foodstuffs (especially 
wheat-almost 2.5 million tons a year) and capital 
goods have accounted for a substantial share of 
Egypt's imports. In recent years Communist 
countries have taken about 50 percent of Egypt's 
exports and supplied about 35 percent of its im
ports. 

During the years immedia ely prior to 1967 the 
United States was the principal source of Egyp
tian imports. In large measure this resulted from 
U.S. sales of wheat for which Egypt paid in 
Egyptian currency rather than in U.S. currency 
(under Public Law 480-Food for Peace-pro
gram). When these sales stopped in 1966 Egyptian 
imports from the United States declined sharply, 
although Egypt still buys more from the United 
States than it sells to it. 

In 1971 U.S. exports to Egypt amounted to 
$62.9 million, vegetable fats and oils accounting 
for the single largest trade commodity, while 
imports totalled $19.1 million. 

Until the June 1967 war, earnings received 
from Suez Canal revenues and tourism made up 
a substantial proportion of Egypt's trade deficit. 
In 1966 Suez Canal earn ings amounted to about 
$220 million. Despite the spec ial subsidy payments 
from some other Arab s tates totaling about $250 
million annually, the A.R.E. is still dependent on 
substantial additional inflows of foreign capital to 
finance its economic growth. 

Pub I ic Finance 

Egypt's budget for the fiscal year ending June 
30, 1972, allocated $4.7 billion for current expen
ditures and $773 million fo r investments, and 
development aimed at increasing industrial, 
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transport and communications, and agricultural 
production. To align the Egyptian budget with the 
rest of the confederatio'l members-Libya and 
Syria-a transitional budget of six months ending 1 

/ 

December 1972 was adopted in July. The supple
mental extension provides for an expenditure of 
over $2.3 bill ion. Thereafter the state budget will 
follow the calendar year starting January 1. To 
meet expenditures the Government has the income 
it receives in taxes, other fees and duties, and 
proceeds of government-owned enterprises; the 
special subsidy paid it by Kuwait, Libya, and 
Saudi Arabia; and the proceeds of foreign and 
domestic borrowing. 

Economic Development & Assistance 

The High Dam near Aswan is Egypt's largest 
single development project. In December 1958 
negotiations were completed with the Soviet Union 
for the first two loans totaling $325 million in the 
form of long-term loans for equipment and tech
nical assistance. The da~ which was completed 
in 1971 at a total cost of , will eventually 
provide enough water to irrigate more than 1 
millioh;~s of new In addition, about 
700,00 asin-irri at -eing 

nver erenn , and an electric 
power grid will be set up throughout the country
side to bring the hydroelectrical power generated 
at the dam to the villages as well as to industrial 
sites. Although the dam's construction has created 
or worsened certain ecological problems for 
Egypt, the country is already reaping significant 
net economic benefits. 

The United States provided economic assist
ance to Egypt between 1946 and 1967. During this 
period the aid amounted to $912.2 million, almost 
$700 million of which was within the framework of 
the PL 480 (Food for Peace) program. Other loans 
and grants were made by the Agency for Inter
national Development (AID) and its predecessor 
agencies and by the Export-Import Bank for 
power, transportation, food and agriculture, and 
health and sanitation projects. 

Transportation & Communication 
) 

The main transportation facilities in Egypt " 
follow the pattern of settlement along the Nile. 
The major line of the nation's 4,000-mile railway 
networ runs from Alexandria T'o Aswan; other 
important 1 ines run along the north coast to the 
Libyan border and eastward to the Suez Canal. 
More than 14,.000 miles of oto ro4ds (5.-,-GOO 
~*~~f which a e hard u~fa...ced) cover the Nile 
Valley, delta, and Red Sea coast. The Nile River 
s st m o · 0.0 . · s i!us other 
1,000 miles o als, are also ex-
tremely impoi·tant for inland tr nsport. T .e n jor 
ports are Alexandria ar ·d Port Said (the latter, 
however , has been inact ive since the 1967 war). 
Ar major citi s have ai po ts, of which Ca~ro 
International is the most important . 

.... .e--.. - t • 
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Radio Cairo, a government monopoly, is the 
most important communications fac ility in the 

M Arab world and beams its broadcasts to all Middle 
Ea.::;t countries . Telev is ion was introduced in 1960 
and- can be viewed in 95 percent of the Republic. 
The Cairo and Alexandria press are very active 
and Cairo newspapers and books are read through
out the Arab world. The Egyptian film industry, 
once the Arab world's leading one, has become less 
active but is still important. 

FOREIGN RELATIONS 

The Arab Republic of Egypt is acknowledged 
as the leading state in the Arab World, and its 
attitudes affect inter-Arab affairs from the At
lantic to the Indian Oceans. The population, in-

(( '"' · dustry, and armed forces of Egypt, are the largest 
/ among the Arab countries. The Egyptians are also 
Arab leaders in, among other spheres, the arts, 
literature, publishing, and movie production. 

( 

Egypt is influential in various other inter
national contexts. From the 19th and early 20th 
centuries, when France and the United Kingdom 
competed for predominance in Egypt and guided 
the building of and managed the Suez Canal , Egypt 
has retained a special importance for those two 
nations. Following the 1967 war Egypt's relations 
with the U.S.S.R. grew increasingly close. Egypt 
also plays an important role as a Mediterranean 
state. It has been very active as a third-world 
nation and, through a special relationship which 
evolved in the 1950's and 1960's with Yugoslavia 
and India, is looked upon by many in Africa and 

,., Asia as a leader of the nonaligned group of states. 
The A.R.E. has developed its cultural ties as well 
with the substantial Muslim population of sub
Sahara Africa and has extensive influence in that 

0! fl.COpc .rty . 

raising living standards throuO'h industr ial ization 
o a r oader d istr i u LO-l-1 w. 

Nas~s~e .... r--........·npa-gat ion of Arab s ocial is m brought 
him inro sharp ideological conflict with the gov
ernments of more conservat ive Ar ab countries 
in the period before the 1867 war. 

The importance of the Arab-Israel dispute in 
A.R.E. foreign policy has varied over the years, 
depending on the extent of tensions w_ith Israel 
and the vicissitudes of Egypt's disagreements with 
other Arab countries. Since the 1967 war it has 
been Egypt's all-encompassing external concern. 
Egypt accepted U.N. Security Council Resolution 
242 of November 22, 1967, calling for a peaceful 
settlement of the Arab-Israel conflict, but it has 
n·ever abandoned the option of attempting to regain 
its territories occupied by Israel in 1967 through 
recourse to a military solution if no progress is 
made toward a peaceful setlement. Egypt has 
interpreted the resolut ion as requiring the total 
withdrawal of Israeli forces from all occupied 
territory. While continuing to reject Israel's de
mand for face-to-face negotiations, the Govern
ment shifted in 1970 and early 1971 to more 
flexible positions on several of the disputed is
sues, such as the need for the conclusion of a 
peace agreement with Israel. It is still unclear, 
however , whether the deep suspicions on both 
sides can be overcome and a settlement be 
achieved. 

Egypt has continued to try to maintain a non
aligned stance in international affairs, despite its 
current dependence on the U.S.S.R. for arms and 
economic assistance. The extent of Soviet politi
cal influence on Egypt is difficult to gauge. The 
Egyptian Communist Party officially is illegal and 
party activities remain minor and unimportant, 
but the Soviet Union has won sympathies in vari
ous elements of A.R.E. society through its unflag
ging support since 1967 of the Egyptian cause in 
the Arab-Israel dispute. 

Egypt was one of the original members of the 
United Nations and is active in at least 14 U.N. 
specialized agencies. 

U.S. -A. R. E. RELATIONS 

Under its new leadership since late 1970, 
Egypt continues to make U.S. policy on the Arab
Israel problem the determining factor in its bi
lateral relations with the United States, an Egyp
tian policy since the 1967 war. From the U.S. 
viewpoint, the few bilateral problems that exist 
with the A.R.E. are relatively minor and sur
mountable. 

Before 1967 U.S. relations with Egypt went 
through several cycles. The United States at
tempted to cooperate with the new Egyptian regime 
when it came to power ·in 1952. Relations were 
soon soured, however, by differences over such 
matters a s U.S. friendsh ip with Israel , U. S. 
refusal to financ e the Aswan High Dam. the Bagh
dad Pact, and U.S. arms supply in the Middle Eas t. 
Relat ions between the two countr ies began to 
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improve late in 1958, and the United States pro
vided technical assistance , development loans, 
and large quantities of agr icultural commodities to 
Egypt, In 1964 relations be gan to deteriorate 
ag~in , primarily over qu 2stions relating to third 
countries rather than st rictly bilateral problems. 
When the "6-day war" broke out in 1967, Egypt 
accused the United States of being actively in
volved in the hostilities on the side of Israel and 
broke relations on June 6, 1967. (President Nasser 
subsequently admitted that this charge was based 
on misinformation). 

Since 1969 U.S. officials have made it clear to 
Egypt publicly and privately on a number of occa
sions-including several times since President 
Nasser's death in September 1970-that the United 
States is prepared to restore diplomatic relations 
without conditions. The A.R.E. has invariably re
plied that the moment is not ripe and has indicated 
that more progress toward an Arab-Israel settle
ment is needed first. The post-Nasser leadership 
has been showing interest in maintaining an offi
cial dialogue between the two Governments. At 
the same time, it has criticized U.S. policy con
cerning the Arab-Israel dispute. 

Thus, formal diplomatic ties remain broken. 
But the extensive cultural relations between the 
two countries dating since before World War II 
have been relatively unaffected by changes in the 
political climate, with many scholars traveling 
between Egypt and the United States. Also, private 
U.S. investment in the A.R.E., largely in the 
petroleum sector, has increased since the 1967 
war. As of the end of 1971 there were more 
Americans resident in Egypt than before the 1967 
war. 

There is a small U.S. Interests Section at 
Cairo, staffed by U.S. personnel and officially a 
part of the Spanish Embassy. The Egyptian Inter
ests Section at Washington, D.C., is a part of the 
mdian Embassy. 

PRINCIPAL GOVERNMENT OFFICIALS 
President/ Prime Minister-Anwar AI Sadat 
Vice Pres idents-Husain AI Shafei, Mahmoud 

Fawzi 
Minister of Foreign Affairs-Mohammad Hasan Al 

Zayyat 
Minister of War-Ahmad Ismail Ali 
Ambassador to the U.N.-Ahmad Esmat Abdel 

Meguid 
Chief, Egyptian h1terests Section-Ahmad Khalil 

The A.R.E. maintains an Interests Section in 
the Indian Embassy at 2310 Decatur Place, N.W., 
Washington, D.C. 20008. 

PRINCIPAL U.S. OFFICIAL 
Minister in Charge of U.S. Interests Section, 

Embassy of Spain-
The U.S. Interests Section in the A.R.E. is 

located at 5 Sharia America Al Latiniyyah, Garden 
City, Cairo. 
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Annex D 

MEMBERS OF THE ARAB REPUBLIC OF ~GYPT CABINET . .....__ __ 

NAME 

1. Anwar El-Sadat 

2. A. Hatem 

3· M. Salem 

4. A. Hegazy (Dr.) 

5 • A • K arne 1 ("Dr • ) 

6. General A. Ismail 

7-· Dr. H. Riad 

8. D. s. Gab Allah 

9. A. Nouh 

10. A. Sultan 

11 " D. M. Galet 

12. Dr • .A. Ratah (Mrs.) 

13. D. A. Sabry 

14. Ismail Fahrny 

15. A. Abd El-Razik 

16. A. cSaad 

17. o. Badran (Dr.) 

18. Dr .. M. Mahfooz 

19. s. Gareeb 

20. A. Abu-Magd 

20a:. Osman ATh~ed Osman 

AND GOVERi'JMENT 

TITLE 

President and Prime Minister 

Depu-cy_ Premier for _Culture and 
Information and Acting Prime 
Minister in Absence of the President 

Deputy Premier and Minister of the 
L'1.terior 

Deputy Premier and Hinister of Finance * 
Economy and Fbroign Trade 

Deput,y Premier for Religious Affairs 

Minister of Milita~J Affairs 

.Minister of Communications * 
Minister of Planning 

-.. ' 
Minister of Ci vii flights 

Minister of Electricity 

Minister of Information 

Minister of Socia 1 Affairs 

Minister of Planning 

Minister of Foreign Affairs 

Minister of Education 

Minister of Irrigation 

Minister of Land Reclamation 

Minister of Health * 
:Hinister of Labour 

Minister of Youth Affairs 

Miv~ster of ~construction 
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21. General A. El-Badr-.r Hinister of Militar,r Production 

22. Y. El-Sabaey Minister of Culture 

23. F. Abd El-Nabry Minister of Justice 

24. M. Za'ki (Dr.) Minister of Agriculture 

25. A. Moby El-Deen Minister of Local Governing 

26. M. Abd .El-Hafez (Dr.) Minister of Housing 

27. A. Helal Minister of Petroleum 

28. A. Mohamedeen Minister of Industry * 
29. D. H. El-Sherif Minister of Social Securities 

30. A. Thabet Minister of Supply and Internal Trade 

31. VACAJ.'lT Minister of Tourism 

32. A· 'Eaesa Minister of Azha Affairs 

33. M. Lila (Dr.) ... l~inister of High Education 

34- A. Ismail Minister of :Hari time 

35. E. Abd nliteef Minister of Transportation 

36. A. Salama Minister of People 1 s Council Affairs 

Other Senior Officials Likely to be Met 

37. Hohatmned Hassanem Heikal 

38. Dr • .-Sherif Lotfy 

39. Aziz Sidqi 

40. .Bayed Marei 

41. 'I'aher Amin 

42. A. Shaker 

··'· 

lEx-Editor, Al-Ahrarn 

Until recently, Firs-t Undersecretary, 
Finance and ~conomy Minist~ (Alternate 
Governor-IBRD), just appointed r.hairman, Arab 
nte J. • onal Economic Coo o a tion A e 

Advisor to President Sadat (and ex-Prime 
Minister) 

Ex-Advisor to President Sadat, ex·-Secretary 
General of ASU and ex-Deputy Prime Minister 
(Agriculture) (He may not be in Cairo 

Deputy Chairman, General Organization for 
Industry 

Chairman, General Organization for Construction 
and Building Haterials 
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43. Ahmed Abdel ·El-Ghaffar 

44. Abdel Honeim K aissouni 

45. Hamed El-Sayah 

46 .. Ali Amin 

EMENA Region 
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Chairman, Bank of Alexandria 

Chairman, National Bank of' Egypt 

Editor, Al-Ahram 
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12. 
13. 

BIOGRAPHICAL DATA 

OF KEY PERSONALITIES 

President Sadat 
Deputy Prime Minister Hegazy 
Eeputy Prime Minister Hatem 
Ex-Presidential Advisor Marei 
(may be in Cairo during your visit) 
Presidential Advisor Sidqi 
Industrial Minister Muhammadein 
Agriculture Minister Zaki 
Reconstruction Minister Osman 
Foreign Minister Fahmi 
Abdel Kaissouni, Chairman, Arab 
International Bank for Trade and 
Development 
Sherif Lotfy, Chairman, Arab and 
International Economic Cooperation 
Agency 
Mr. Hassanem Heikal, Ex-Editor, 
Mr. Ali Amin, Editor, Al-Ahram 
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~ Annex E 

BIOORAPHICAL DATA 

PRESIDENT ANWAR SADAT 

Anwar Sadat became the President of Egypt after President Nasser's 
demise in 1970. 

Prior to that, he was he Vice-President of the then United Arab 
Republic. 

Born in 19181 he trained for an army career at the Cairo 1'-lilitary 
College. He was one of the group of army officers, who along with Nasser, deposed 
King Farouk and established the Republic of Egypt in 1952. Since then, he 
remained a trusted confidante an · asser and served him in a variety 
of offices before becoming Vice-President. These included being the General 
Manager of the 11 Al Ju.rnhuria" aTld 11Al Tar.tXir" nelvspapers, the Secretary-General of 
the Islamic Conference (1957), the President of the National Union (1957-61) -
which is Egypt's only political party now called the Arab Socialist Union, 
Member of the Presidency Council (1962-6h) and President (Speaker) of Egypt's 
Nat.ional Assembly ( 1964-66). 

President Sadat is mc:.rried to a lady of Egyptian-Anglo descent and 
has two daughters and one son. 

EMENA Region 
February 22, 1974 
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BIOGRAPHICAL DATA 

DR. ABDEL AZIZ HEGAZY 

Dr. Hegazi has been the De ut Prime Minister for Economic Matt 
since February 197 J. He also holds the port o ~o o t-fini~ te 
Economy and :Eore:t.gn Trade. The Ministries of Finance and Economy and 
Foreign Trade ~ere separate, until they were merged under Dr. Hegazy. 

In January 1971,, he was asked by President Rad;d to form a new
~~'-=i=n-=.e..::;.t. However, in early February, the decision to have a new Cabinet 

has been ~ostponed. 

Before becoming Deputy Prime Minister, Dr. Hegazy was the ~nister 
of Finance since 1 Prior to that, he headed his own private firm of ~ 
chartered accountants, and has also been the Dean of the Commerce Faculty 
at the Ain Shams University (one ' of the four state U...Tliversities in Egypt). 

Dr. Hegazy is 51 years old. He is a graduate of the Commerce 
Faculty of the Cairo University and also holds a. Ph.D. in commerce from 
UK. He is a budget and fis cal tecrllrician of first rank, both by training 
and experience. His English is excellent and he has authored several arti
cles and research papers on cost and management accounting and other financial 
matters: 

_ Dr. He gazy has a strong and forceful personality. He commands 
respect in the Arab world today, and has the ear and confidence of President 
Sadat. 

EMENA Region 
February 22, 1974 
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BIOGRAPHICAL DATA 

MUHAMMAD 'ABD AL-QADI R MUSTAFA HATEI1 

'Abd al-Qadir Hatem, 55, became Deputy Prime Minister for 
Culture and Information in March 1973. He was ·also named chairman of 
the newly established Information Committee and designated to chair 
Cabinet meetings in President Anwar al-Sadat 1 s absence. He had 
previously served since May 1971 as Deputy Prime Minister and Hinister 
of Information and, concurrently since September 1971, as Minister of 
Culture. 

Mr. Hatem was born in Alexandria. He graduated from Abbassia 
Military Academy in 1939, with a B.A. degree in military science, and 
from the Military Staff College in 1948. After leaving the military 
service, with the rank of colonel, he undertook graduate studies at 
Cairo University, receiving M.A. (1953) and Ph.D. (1960) degrees in 

• political science. ~ile attending Cairo University he held various 
positions in the government. Hatem retired in 1967 and renained out 
of public life until joining the Cabinet in 1971. 

A soft-spoken man, Hatem speaks fluent English and French. 

EMENA Region 
February 22, 1974 · 
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SAYED MAREI 

Until January 1974, Sayed Marei was the Adviser to Pr t Sada 
He has been one of his closest confidantes and ~a s. When Sadat beca~e 
President, Sayed Marei was named the Deputy Prime Hinister for Agricultural 
Affairs, besides holding the portfolio of the Minister of Agriculture. In 
August, 1972, President Sadat made him the Secretary-General of the Arab 
Socialist Union, in order to see through the significant party refonns that he 
wanted implemented. In February 1973, }1r. 11arei became the Presidential 
Adviser. 

11r. }~ei, aged about 60 years, is a trained agriculturalist and holds 
a Bachelor of Agriculture degree from Fouad I University. His earlier career 
has been concentrated in the field of agriculture. In 1952, he became the member 
of the Higher Co:mrni ttee for Agrarian Reform; in 1955, Cb..airman of the Agricul
tural Cooperative Credit Bank; in 1956-57, Minis t er of State for Agr~rian Reform; 
and thereafter from 1957-61, the Minister of .Agriculture &""ld .Agraria..Yl Reform. 
He is one of the architects of Egypt 1 s land reforms, and an author of books on 
agrarian reform ~"'1.d agriculture in Egypt. · 

In the sixties, he got deeply involved 1-ri th the work of the Arab 
Socialist Union until he became 11inister of Agriculture again in 1967,~"'1d then 
the President (Speaker) of the National Assembly. 

He commands respect in t he Arab world, has President Sadat 1 s implicit 
trust and confidence and has been a demonstrated friend of the Bank. 

EMENA Region 
February 22, 1974 
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AZIZ SIWI 

Aziz Sidqi, 53, was named a Presidential Adviser · 
5 days after his-r95· Time Minister. PresidentAn ~~w-a~r~a~l~--.S~a~da~~, 
who apparently requested his resignation, assu ed the post of Prime 
Minister in the Cabinet shuffle that followed. 

Mr. Sidqi, the son of a physician, graduated with distinction 
from the Faculty of Engineering of Cairo University i n 1955. After working 
for 2 years as a demonstrator (lecturer) in the Faculty of Engineering of 
Alexandria University, Mr . Sidqi came to the United States to study 
architecture at the University of Oregon, where he received an M.S. degree 
in 1947. He then went on to Harvard University, where he obtained M.S. and 
Ph.D. degrees in city pl~~ing, in 1949 and 1951, respectively. 

A gover~unent official for 20 years, Mr. Sidqi has held several 
ministerial portfolios. He was the Minister of Industries under Nasser, 
and regards the growth of the industrial sector as his cardinal contri
bution to Egypt. Just before becomi~~ Prime Minister in January 1972, 
he was First Deputy Prime Minister in charge of Economic Affairs, besides 
having the portfolio of the Minister of Industry, Petroleum and Mineral 
Resources. 

Mr. Sidqi has the r u on of ro-Russian. A highly 
intelligent and capable man who has been in politics, he hardly has a 
political following of his o~m. Until 1972, Sidqi was a p ·cularly 
well-dis osed t ds the Bank, although his attitude has · considerably 
so ened after the commencement of an active IDA program in Egypt. Sidqi 
speaks excellent English and French. 

EMENA Region 
. February 2 2, 1974 
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IBRAHIM SALIM MUHAMMA.DEIN 

Ibrahim Salim Muhammadein, about 54., vms named :Vri.nister of 
Industry in March 1973. He had served as chairman of the Board of 
Directors of the Egyptian Spinning and Weav~ng Company, since February 
1967. 

Mr. Muhammadein graduated from Cairo University's College of 
Engineering in 1 942 and began work as an engineer in the mechanical 
department of the Egyptian Spinning and Weaving Company at al-Mahallah 
al-Kubra. He went to Manchester, England, on an educational and 
scientific scholarship in 1955 and remained there until 1958. Sonetime 
after 1958, he became head of sone of the factories of the Spinning 
Company. 

Muhammadein has traveled extensively. He has participated in 
industrial conferences in Spain, India and . Japan. He is fluent in 
English. 

EMENA Region 
February 22, 1974 
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MUHAMHAD MUHIB ZAKI 

MUhammad Muhib Zaki, 49, was appointed Minister of Agriculture 
and Agrarian Refonn in Harch 1973. Previo~s to this appointment, he had 
served since 1971 as Presidential adviser and Governor of Jarbiyah 
Governorate. 

Born in Cairo, Dr. Zaki obtained a B.A. degree in Agriculture 
fran Cairo University in 1946. Later he attended the University of 
London, where he obtained a Ph •. D. in insecticide chemistry in 19.51. In 
1959, he obtained an academic grant for 2 years' study in the United 
States. He chose to study and do research on insecticides at the Univer
~ity of California. His first known position was as a lecturer at the 
Faculty of Agriculture at Ayn Sh~s University, where he eventually became 
professor of chemistry and insecticides. It is unclear when he left his 
teaching post. In May 1968 he was appointed Governor of Sawhaj. Dr. Zaki 
is a member of the Egyptian Academy of Scientific Research. 

EMENA Region 
February 22,1974 
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OSMAN AHMAD OS!"lAN 

Osman ~lnnad Osman, about 53, was appointed Minister of 
Reconstruction in October 197 3. Mr. Osman, the f largest I bu~ ug 
contractor in the Arab world, has a reputation or comp eting proj
ects on time and Wl ~n cost estimates. He became a national hero 
in Egypt when his company was on time--and vdthin the contract price-
in completing the Aswan High Dam, one of ~ypt's greatest resources 
and a symbol of national pride. By naming Mr. Osman to the newly. 
created Reconstruction Ministry, President Sadat hopes to harness his 
expertise and efficiency in the forthcoming effort to reconstruct the 
Egyptian economy. 

Osman received a degree in civil engineering from Cairo 
University in 1940 and then worked as an engineering consultant until 
1946. At that time, he started his om1 company, which gained in 
reputation and size throughout the .Arab world over the years. The 
pinnacle of his achievements was the above-mentioned completion of the 
Aswan Dam project, for W!1ich President Sadat decorated hlin with the 
nation's highest civilian medal; in addition, he was made a Hero of 
Soviet Labor. 

Osman is fairly fluent in English, and has an outgoing 
personality. 

EMENA Region 
Febru~ 22, 1974 
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ISMA' IL F.AHMI 

Isma'il Fahmi, 51, was named Acting Minister of Foreign 
Affairs in October 1973 and confirmed in the post in November. He 
also retains the Tourism portfolio, which he received in March 1973. 
A veteran of more than 25 years in the Foreign Ministry, Mr. Fahmi, 
prior to his first Cabinet appointment, had been Under Secretary in 
that Ministry since September 1971. 

Mr. Fahmi graduated from Cairo University with a B.S. degree 
in political science in 1945 and shortly thereafter joined the Foreign 
Ministry. He was named to Egypt 1 s Permanent l-lission to the United 
Nations in 1948, and much of his career has been concerned with UN 
affairs. In 1957, he represented Egypt at the International Atomic 
Energy Commission in Vienna, and in 1968 he !~turned to Vienna as 
Ambassador. He served in that post until he l.ras appointed Under 
Secretary in 1971 • 

. He speaks excellent English and French. 

EMENA Region 
Februa~ 22, 1974 
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ABDEL MONEIM KAISSOUNI 

Dr. Kaissouni is currently the Chairman of the Arab International 
Bank for Trade and Development, a bank outside the purview of the Central Bar~ 
of Egypt, established in 1971 to foster Arab and foreign investmentsin Egypt. 

Born in 1916, he obtained a Bachelor of Co~~erce degree from Cairo 
Unj_versi ty and studied economics at the London School of Economics. He 
cormnenced his career with the Barclays Bank in UK and later by teaching economics 
at Cairo University. Thereafter he also w·orked in the IMF, before resurr..ing a 
career in Egypt at deputy ministerial and later ministerial levels; He becatue 
the Minister of Finance and Economy ( 19.54-58), the 1'1inister of Economy ( 19.58-62), 
the Minister of Treasury and Planning (1962-64), the DeRut Prime Minister for 
Econ c (1964), the Vice President of UAE and again the Planning 
Minister in 1967. Between 1969 and 1971, he left Egypt to act as the Economic 
Adviser for some of the Gulf States. In 1971, he returned to be named to his 
present post. 

EMENA Region 
February 22, 1974 
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SHERIF LOTFY 

Dr. Sherif Lotfy, 42, was appointed head of the newly 
created Arab ru1d International Economic Cooperation Agency in 
February 1974. He had previously been First Under Secretary at the 
Ministry of Finance, Economy and Foreign Tra e 9 

A native of Alexandria, he graduated from the Alexandria 
Commerce University in 19)2. He acquired a doctorate in economic 
development at Budapest University in 1959. He worked at the Foreign 
Ministry from the time he returned from Budapest until 1960. He also 
went for a year to Harvard in the early sixties, to study economics 
and public administration. He then joined the National Bank of Egypt 
as Director of Economic Research and remained there uritil 1970. At 
that time, he was appointed Under Secretary of the then Hinistry of 
Economy and Foreign Trade. In that post, he was resP-onsible fo 
negotiating and coordinating all of Egypt 1 s external borrowings and 
negot-iating debt-resche!iuling or credit arrangement~. 

A quiet, diplomatic and extremely intelligent man, Dr. Lotfy 
has been an e_x:cellent ~;r;iend o ank who has assisted considerably 
in re-establishing close relations between Egypt and the Bank. 

He is married to an American. He is fluent in English. 

EMENA Region 
February 22, 1974 
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MOH.AMHED HASSANEM HEIKAL 

Until early 1974, Mr. Heikal was the editor of the 100-year-old 
Al-Ahram newspaper, and a powerful moulder of public opi.Tlion in Egypt and the 
Arab world. Since Sadat became President, Heikal has been one of his closest 
advisers and confidantes on domestic and international political matters, 
although differences of opinion between the two were beginning to be reported 
since mid-1973. 

Born in 1924, Heikal does not have a university education. He, 
however, launched into a journalist's career in the late fifties and is 
renowned for graceful and astute writing. He is reputed to be an extremely 
intelligent, shrewd and capable man. He was a Minister of Information 1Ll'1der 
Nasser, and had always been close to him. 

EMENA Region 
February 22, 1 974 
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ALI AMIN 

Mr. Amin was named the editor of the Al-Ahram newspaper in early 
February, by Presidenv • S"SUll1 1Us , afte-r returning from a 
self-imposed exile abroad aiter 1966/67. 

Born in 1 914, he -was educated as an engineer in Egypt and UK. He, 
ho-wever, veered to a newspaper career in 1927, by 1-1ri ting under a pen name. 
Meanwhile, he worked in varying capacities in the Egyptian civil service, until 
he resigned in 1944, to join his twin brother Houstapha Amin to Iound and 
edit their widely-circulated daily paper ''Akhbar El Yom". 

In the mid-sixties, his brother rras accused by Nasser of being 
implicated in passing information to the CIA. Amin thereafter left Egypt, 
until his recent return. 

EMENA Region 
February 22, 1974 
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I tJTERNATI ONAL DEVELOPMENT I INTERNATIONAL BANK FOR 
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I INTERNATIONAL FINANCE Annex J! 

CORPORATION 

OFFICE MEMORANDUM 
DATE: February 22, 1974 Mr. Robert S. McNa~~- J 

Gregory Votaw, EMEN~I 

EGYPT - Your Forthcoming Trip to Cairo, February 28 - March 2 

1. We view your visit to Egypt as an opportunity to explore - and perhaps 
establish - the framework for a new relationship. It is clear that the 
Egyptian authorities do not have any precise idea of what to expect - or 
what President Sadat expects - from the talks, nor are we in a position to 
offer definitive proposals; neither side seems to be at a stage to talk 
specific operations but both wish to consider what sorts of possibilities 
exist for a future in which peace is realistically expected in the region 
for the first time in many years. 

2. The opportunity and the uncertainty both arise from the new and 
still fragile prospects for peace and from special circumstances (e.g., oil 
price increases) peculiarly associated with both the peace and the region. 
There are several major considerations which the new framework in Bank 
Group/Egypt relations must include: 

(a) P.eac~n itself will bring new opportunities fox 
A meaningful peace should result in the release of 
from military to civilian purposes; moreover ot er 

~~~~~~~------~ investment resources are e~ecte to feel 'bullish' 

(b) The Suez Canal needs some reso rce ensut.:e 
efficient service at tfie I~6 level and very substantially 
to P,_t:oceed with enlargement plans. 

(c) ambitious schemes have been proposed to create 
new urban-industrial cente s, requiring substantial infra- and super-structure 
investment ana introducing the possibility of opening up a new agricultural 
hinterland. 

(d) Abundant opportunities exist in the rest f th eonom both 
to make UR for un9erinvestment (running down of facilities) in the last 
decade and to implement new proJects deferred by lack of resources and the 
preoccupation with military affairs. 

(e) In all of this the scar.city of investment resources is reflected 
in import bottlenecks which are especially severe. A good deal of Egyptian 
trade is tied to the East Bloc. Of the balance, food im ort re uirements 
have an overwhelming priority; the purchase of food in t e past few 
is also one maJor reason Egyp now carries a substantial 'commercial 
and other relatively short-term borrowings, which represent further, 
possibly snowballing, pressure on the balance of payments. 

3. Each of these areas requires much further study by Egypt and our-
selves before precise, let alone balanced, action programs are defined. 
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Nevertheless, certain undertakings can be offered at this time to illustrate 
the dimensions of our intent for the future. 

(a) Although salvage and mine clearance appears to have been 
arranged, the Suez Canal Authority needs about $130 million in eguipment 
and facilities to restore operations to pre- 9 e ficiency. We P-ro ose to 
begin appraisal of this package in about a month's time with a view to 
assisting Egypt in raising funds to cover t ese costs (of which roughly 
half are thought tore ~ire e~end·tures in forei exchange). Active 
ass~stance by the Bank Group at this time is recommen e not merely as a 
token of our good will and larger intentions for the future (although this 
in itself is of great importance in establishing the new framework) but 
also for several more tangible reasons: 

(i) We believe our technical advice and procurement techniques 
will help optimize the design of facilities and selection 
of equipment. 

(ii) even if only modest financing (sa 
on our part is involved, will help define and 

arrange appropriately concessional terms for the larger 
financial package. 

(iii) We consider it extremely important to proceed uick with 
definitive economi on the enlargement plan, which 
Egypt was ready to begin in 1967 and wishes to reactivate 
as soon as the Canal is reopened. A far greater degree of 
cooperation with those studies can be expected if they are 
financed as part of a Canal reopening project rather than 
separately. These studies are important to establish not 
merely the justification but also the proper phasing, 
tariff policy and other important aspects of the enlargement 
plan. 

(iv) Equally urgent are Eroper ~ er us mer he 
reconstruction but also the proposed 4ba · dustrial-develop
ments on the shores of the Canal; again these studies could 
be more properly pursued within the framework of Canal 
reopening than as a separate project. 

( v) es same role 
Bas· or this 

in Canal re ion (viewed as peace insurance' 
Egyptians, Israelis and outsiders). Thus, an active role in 
next few months would provide the best possible climate for 
exploring with potential creditors and with Egypt the possi
bilities of organizing a major international effort to 
develop the Suez Region. We t tent 
Erasident a t h s t o ght . o.f this possibJ.cl-ity, let alone 
whether or not he or potential creditors would view it with 
favor. 
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(b) Bank lending is likely to come up at various levels in your 
discussions in Egypt; it is by no means a new suggestion, but the new 
situation gives new importance and urgency to our reply. 

(i) It is clear that, even if replenishment were assured 
the annual IDA allocation of $65 million (for FY75-77) 
would have . 

(ii) It is also clear that some Bank lendin mi ht be ·ustifi d 
immediately upon conclusion of peace talks as 'reconstruction' 
finance and for enclave ~projects, most notably the Suez 
Cana However, t is approac would tend to avoid a central 
issue in Egypt's overall development prospects -namely, 
creditworthiness. 

(iii) I would argue that Egypt's interest in a larger package of 
Bank Group financing (and perhaps Bank Group leadership 
in arranging Indus Basin type financing for ambitious devel-
opment schemes) should be used to cus President 1 

Sadat's t -~ or lems. very 
much in Egypt's interest to break the present creditworthi
ness constraint, and the possibility of Bank finance is 
merely a symbol of the much improved development prospects 
for the country once this problem is dealt with. 

(iv) I expect to be in a position to give you much more material 
on the 'creditwor hiness syndrome' in Cairo when additional 
data being collected by Karaosmanoglu and Armstrong are 
available. But we already know that it w· involve the 
familiar packa e of domestic policies (e.g. in~c~r"e~a~s•e~~~~= 
especially public savings; muc · g er a ri~ultural 
~eduction, to reduce food imports and increase export 

earnings; more efficient management of the indus · sector, 
including meaningful incentives for rivate investors; 
better economic statistics and policy formation in Cairo) 
and m~sures to improve the balance of pa~nts (e.g., 
pp ssibly exchange rate adjustments and other -- m i to 
ex orts; stretching out the debt repayment profile). 

(v) On the question of external d there is no question that 
the current situation ($ OO . million e uivalent in ayments 
~~--w.~~4~a~l~o~n~e) re resents a ma·or constraint in Egypt s 

balance of payments management and development p licy. It 
is very clear that the ·. terms ·of ·external · firtartcin 

\ improved damatically if Egypt is to make real progress 
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toward development in the next decade; it is not at all 
clear that this is well understood in Cairo (let alone in 
Riyadh). Forced for some years to follow hand-to-mouth 
policies in expectation of war, Egypt now needs to recognize 
equally compelling but quite different exigencies of peac~ 
A tough policy of insisting on concessional terms for 
future aid, which IBRD could endorse and help monitor, will 
be essential in breaking the present balance of payments 
constraint. 

(vi) What is lesss clear (in fact we cannot agree among ourselves 
as yet) is the rolewhich debt reschedulin might play. 
We know that much ebt falls due in the next few years, 
and we all agree t hat t his type of obligation must be 
replaced b lon er-term develo ment finance. owever, much 
o w at is due is in the form of 'bankers facilities' and 
fixed-term bank 'deposits' as well as supplier credits that 
are difficult, if not impossible, to reschedule on a large 
scale; moreover, Egypt has been quite successful in bilateral 
rescheduling negotiations for the past few years, and it is 
not clear that a multilateral a roach wo si i
cant e ter results. We are still studying this problem, 
but my preliminary conclusion is that for the Bank to become 
involved in a rescheduling effort might well be more trouble 
than it is worth to Egypt; on the other hand, it would make 
very good sense to establish appropriately concessional 
terms for future aid and certify these through a major 
effort to raise development finance for Suez Reconstruction 
~n the broadest sense) and the Egyptian Development Plan 
as a whole (when it is properly updated). 

(c) linked to the creditworthiness and balance-of-payments 
~~~n~e~d for industrial imports to make bette use of xist-

1 as to modern1ze ex s 1ng ant. In the previous war
t1me situation, we could not cons1 er P.r ~am lendi seriously; real 
peace in the region would set the stage for a hard- look at Bank Group re
sponsibilities in this area. Simply to understand present economic circum-
stances and prospects we need to have a reliable estimate of th ts 
re uired for this purpose an a real1st1c assessment of the potential for 
additional pro uction and exports which could result quickly from an 
increase in industrial imports. The Egyptians have done some studies on 
this, and the Bank staff has started to review their studies with a view 
to having our own assessment incorporated in the work of the economic 
mission planned for April. There seems to be a prima facie case for 
'commodity assistance' as part of a program to revitalize Egyptian industry; 
needless to say, even when we go beyond the prima facie case to more reliable 
estimates of requirements, there will be the separate question of how the 
Bank Group should participate, if at all, (along with IMF, bilateral and 
other f inancing). 

(d) Bank staff is, of course, available to answer any reasonable 
request Egypt may make for assistance in formulating economic policies and 
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investment projects. So far, in connection with Suez plans and in sched
uling work to make a preliminary assessment of reconstruction-cum-urban
industrial-development needs in the Canal area, we propose to work within 
existing manpower budget allocations; this is also true for economic work. 
However, there may come a time, even before the end of this fiscal year, 
when additional authorizations may have to be considered. What will be 

lore with Preside t Sadat is the relevance he sees, 
~!~~~~~~~~~~~~~--~~~~t~i~n~C~a~1~·r~o~. Again it is too ear y to 

make any definite recommendation on this; but because of the political 
questions involved, it would be worthwhile to take the opportunity during 
your visit to raise the subject informally. Would a resident mission help 
or hinder the Government in the transition from war to peace, from hand
to-mouth budgeting to a major development effort? More specifically, 
would Dr. Lotfy's new agency benefit at all from temporarily seconded advisers, 
at least in the first months of its operation? I repeat, I am in no position 
now to recommend resident staffing, but because of the possible political 
implications of such a decision I believe the subject merits informal dis
cussion long before it is an 'immediate issue'. 

4. Political cross-currents are my major concern in this trip. Egypt, 
and the whole Arab world, benefits from a new sense of confidence and in
dependence. Too hasty action on our part could be misconstrued as 
'crowding' or as a clumsy effort to 'get control of oil money' or to channel 
development funds to Western suppliers, consultants and contractors. There 
is also the fear that Bank experts have a tendency to reduce the scope of 
or delay projects. Precisely because our motives are quite different, we 
need to guard consciously against the danger of misunderstanding. At the 
same time we cannot afford to be too coy. Egypt needs a greater sense of 
purpose in economic affairs and Bank 'discipline' in economic and project 
matters. The problem next week will be to find the proper balance between 
our sense of urgency, opportunity and economic discipline on the one hand 
and Egypt's sense of having a position of leadership in the Arab world 
and having reasserted control over her own national destiny. Ambassador 
Ghorbal has a wonderful metaphor to describe my concern; he sa s there is 
a real danger of b~rning the roast bu it ~auld be even more mistaken to 
tr f~· cO i~ •t le. I believe we have ept e correct balance 
these last few months, but as peace prospects improve we shall have to turn 
up the heat. We should also have a bigger roast to work on for as you 
and presumably President Sadat know, there have been negative net flows to 
Egypt for a decade and only a trivial positive transfer in the current 
year, despite substantial IDA commitments during the last few years. Also 
in this area of 'net transfers' existing comm{tments mean we are entering 
a new era indeed if commitment levels can be expanding to include a blend 
with Bank money and/or we play a larger role in mobilizing and managing 
others' funds - for example, in the Suez Canal Region. 

cc: J. Burke Knapp, W.A.Wapenhans, A.Karaosmanoglu, O.Maiss, A.Davar, 
N.Horsley, M.P.Benjenk (o/r) 
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POST~NASSER POLITICAL BACKGROUND 

Introduction 

1 • 
in 1970. 
"his own 
acted as 

Following President Nasser's death, J~war Sadat became President 
On the personal side, he faced from the onset, the task of beconliJlg 

President" in view of the aspirations to the Presidency of those who 
'king makers 11 and installed him as a 11 temporary compromise. tr 

2. Besides this, on the domestic front, he inherited a complex poli-
tical situation in which, (i) Egy-_?t's only politicaJ_ party (the Arab Socialist 
Ur.ion - .ASU) consisting of persons of v2.ryi.ng political hues, was used by Nc.sser 
as his instr1.:1nent for personal control_; (ii) the National Assembly of the J...SU 
(akin to a western parliament) was not elected, but hand-picked by Nasser; 
(iii) a Higher E:xecuti ve Committee of the iiliU (also hand-picked by Nasser from 
the members of the National Assenbly) and headed by hi.rn, took all major policies 
in Egypt instead of the Cabinet; (iv) cabinet ministers basically fu_-rJ.ctioned 
as senior civil servants , and (v) the internal security and police organization 
was a dominant weapon for political control 1'1}i thin Egypt. 

J. On the international front, Sadat faced (a) a middle-eastern deadlock, 
which sapped Egypt 1 s economic-· vitality because of high military expenditures 
and at the same. time, seemed to have little prospects for r9:::olu tion 1-.1i thout 
the involvement. of t·rr.ajor powers 11

; (b) increasing Egyptian reliance on USSR for 
political and military ·support, and tc) bitter opposition from the heads of 
influential Arab s·tates such as Saudi .Arabia · and Libya, e.lthough Egypt was wedded 
to ·the goal of Arab tmi ty . 

h. The following paragraphs sketch the afore- .1entioned si tue. tion vJhich 
Sad.at initially faced, so that one can appreciate rnore fully t e extent of the 
ch2.nges he effected ; n a space of less t.han three years , besides getting some 
flavor of how he achieved them . Unlike the Bank 1 s economic or project work 
1-Jhere judgments can be based on concrete data, an analysis of the politiccU 
situation has to be based on press reports and discussions in the field, and 
is there:. ore necessarilY, subject~L ve and broad-bru..shed. HolJever , 1Ji th this 
reservation , one can also say that the trends discerned so far indicate S·dat 's 
capa c ity to effect chc:tnges, ttU'ough ip..nate political agility, instinct for sur
vi v£_1, .on trolled use o.f po1 er, and an uncanny ability to plan moves and counter
moves c;~.refuJ.ly in ad•.rance. Besides his poJ.i tical astuteness, it also dernon
strates his strength of character jn calmly t,aking scorn and skepticism tr.:.at -r~as 

hie lo~ until recently, 1-1hile he quie tly and firmly moved towards his persona.l 
and his cou.'1t.ry·'s political objeetives . 

5. Egypt's derno crat_·_c one-party s~tem, 
commences 1·d th "local counci These councils 
elected the 11 over orate councils" in eac of · .s which, in 
turn, 2.cted as 3lectoral colleges for eJ.ectine the .ASU 1 s national cou..J.cil. 
President Hasser sele .ted the col.mtry 1 s Nc:.tional A~··or: · :::_, .. ,ro--

From the Nat:i.onal Ass ..... m~) , ::iOL. __ -r 10 to 12 men Higher 
Executive Committee of the ASU (r;~th himself a..s the head), '\·inlc 1 
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t~ vely ruled Egypt . Only 3 or 4 Cabinet members w·ere on this Committee. 
Indeed, the Cabinet hardly ever met in the late sixties; most of the ministers 
implemented the Committee's decisions and functioned essentially as senior civil 
servants. 

6. Although economic and trading relationship with the comrrnmist bloc 
grew from the late fifties, Egyptian cormnunists vJere subjected to persistent 
attacks through public trials or :L'11prisonmep.t without trial . Partly as a 
result of Nasser's continued attempts to suppress cornmunism at home and partly 
as a means of retaining control over forces inimical to him, a ~clespread net
w·ork of police and internal securi t gre1v. This network was in tfie charge of 
Interior s er Goomo. , who acquired great influence and po1~e~ 5utwas _,.., 
$arently not w-eddea 1:.0 any political "isms." Because of the use of security 
forces to pursue anti-cor.mrunist policies within Egypt, many com.rr..unists shed 
their party affiliation as a means of escope, joined the ASU and got elected 
to one of the several councils within the .ASU's political machinery. The 
impact of their 11 socialist thinking" began to become increasingly manifest 
from the early sixties, in the deliberations of the ASU. Egypt 1 s §,Towing 
reliance on the communist bloc for economic and trade relationships, gave fur
ther impetus. to a EOvJe~:f1::; lobby in the ASTJ, lJhose~ at the time of 
Nasser ' s denuse 1~a~-------· Al Sabry. 

7. The National Assembly, and more so the Hi · er Executive Committee 
of the .ASU, was almost evenlY.: balanced in. 0 with Sabry 1 s or Goomah' s "rrien. 11 

The relatively weaker 11 iddle of t e road" or "western;...orientecl" grou s were 
reuresenteQ. by E.gypt 1.s eld~ statesmen--the highly respected Mohai'i1ITled Fa.-v1zy_, 
liayed Harej. and their supporters. The military, -which · was ha.rd~Y . .. en~ us~as"Elc 
about Go·orn:ah' s po1verful security machinery,' was represent.~d on the said Commit
tee by the War }'linjster General FaHzi. In this envirol1JIJ.ent, S.ab!!¥ or Goorna!;l 
folL.""ld an equal but not decisive matching of strengths in their quest to 
~ ';) ·dent Cifter Nasser's death. The rem. apparently, was e~r deci-
sion to act instead as "ki.."l.g mc-:tkers 11 and until either found the right moment 
to emerge as Presidenv, to put what each th U£ht lJas a mani u.lable and colorless 
man, .Anwar Sadat, into that :high office. 

Prevailing Externo..l Situation a.ro md 197~ 

8 ~ . Since the mid-sixties, Nasser had estrc:..."l'lgecl h:L""'nself from Saudi Arabia 1 s 
King Yaisal in a bitter personal. i'eud. Algeria and Iraq constantly launched 
vehement attacks on Nasser and Egypt. The abortive civil war in Yemen, one of 
the most uninfluential of Arab cc•un:tries, made clear even the Yemeni dislike of 
Egypt. Tunlsia under Bourghiba, voiced the need for Arab ur~ty, but not through 
Nasser's r·1ethods 211d "l-Ji th an appec.ser.1en t of Israel. The Arab 't.Jorld proclai.i.ned 
a conunon o..sp2-rat.ion for unity and defeat of Israel and. recoenized Egy_pt 1 s pivotrJl 
role for its achievement, but yet was opposed to Egypt and d.i vided by intense 
sectional a nd personal rivaJries. 

9. ~iith the depoxt.urs in the si::-.cties of Ne.bU""U and Sukarno, Nasser's co-
architec ts for the nnon-aligned third bloc, 11 the influence of the third bloc 
in interne .t:ione..l pol:. tics began to "t·:a.ne . 1·:ith tm . .s developnent, liasser 1 s coJ.icy 
of non-.:ll~<.gnment for E~rpt began to loose much of its teeth. He found it e·.ren 
more diff:: cult to play .th.is garne after the June 1967 war vli th Israel . Becc;.use 
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of their pro-Isra.eli stance, Nasser cut diplomatic relationships -v;ith the US , 
UK and Germany, which action further lost him his leverage and ability to 
pursue a policy of economic alignment 1-Ji th the Soviet Bloc , without political 
reliance on it . Hith the collapse of .these diplomatic relationships , even the 
modest economic aid vJhich flowed before 1967 from western count rj_es stopped . 
Egypt found itself forced to rely even m~re on t he Soviets, now not merely for 
teconomlc and military aid an1i a e , ut also fo olitlcal sun art . At the 
same ime, increasing reliance ·onl-y on one power bloc, left him ·Hithout a means 
of resolving the middle-eastern conflict, except through a war with Israel --
for which Egypt was ill-equipped at that time. · 

10 . This , in brief, was the portfolio Sadat inherit ed . 

Sadat' s Domestic Political :rvroves towards 
Establishing himself' as President 

11 . Sadat's first pre-occupation on assuming the Presidency was to 
become his own President, agains t powerful odds. His first move 1vas to appoint 

. the highly res p ected F~n,izy as Prim.e ·-.tLnister and the pro-Soviet Sabry as ·vice 
President . He then skillfully j u.."<taposi tionPd personalities oppos ed to each 
other, Goomah ( 1-Jho 1vant.ed the Presj_dency), Sid.ki (pro-Soviet ) and H.arei ( vJest
oreinted), as deputy pri..me ministers. He made all of them members of ASU ' s 
Higher Executive Committee, again with FavJzy as chairman .. At the srune time, 
he b e gan the process of emasculating t his Committee 's role by making major 
political and economic d<-;cisions, more and. more through an "inner cabinet" 
( consis ting of t hese five persons, ~"lar Jvlinister Fawzy, Al-Ahrarn editor Heikal 
artd 'hiJns elf). · · · · .. ... · · · 

12. While professing adherence to Nasser's goals arid ma~ing jingoistic 
statements about war with Israel, Sadat also began advocating policies lJhich 
included : negotiation by Eg_vpt alone , if necessary, of a middle-eastern settle
ment with Isra.el; Egypt ' s economic development vJi th both eastern and ·1-1estern 
assistance; relaxation of domestic securjty controls ; providing an effective 
voice to the people according to the oric;i~ .2.1 ideals of ASU; seeking a rap 
prochement wi ~1. Saudi .Arabia, Algeria, Syr:ia, Libya; a more even-handed poli
tical stance vis-a-·vis USSR and the US , etc. Each of these policy principles 
gave the juxtaposi tionecl forces in the "inner cabinet" a.11d the said Committee, 
a 1-veapon to strike against and vJeaken the other. The opposing forces of Sabry 
and Goomah lJere apparently also alarmed by the trend of these poli cies and the 
·responsive sup9ort they seemed to evoke in favor of Sadat . The l)..awkish Har 
Minist.er Fa-vrzy was alarrned by the possibility of a settler ent 'Hith I srael. 
HeamvhJ_le , Sadat sought and obtained t he military Is support t:J!'ough General 
Sadek, popular in the rrdli tary ra..!ks and viho also he,.;.d e t C cess to Ir intellit:ence 11 

through being the past head of military intelligence. In Hay 1971, 1·Jith the 
use of this help, Sadat 11 \L."lcovered l im}2ri . ah Sabr Faw·zy 
and their key supporters . 

13. Having done this , and c nsci.ous of the leftist voice3 and USSR 1 s 
poli tica.l and military iJTiportance to Egypt_, he bala.."1ced. Sabry's removal by 
naming the pro--Soviet Sidki as the 11 first deputy prime minister. 11 In fac t; 
ho-wE.ve:r, he continued to rely increasingly on the e.dvicc of the middle-roaclers 
like Fawzy, £1arei, Heikal and Hatem (his ne1·r Inforrn.atio~ Minister) and Hafeez 
Ismail~ 
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Towards Reform in the Political System 

14 . Havin g ensured a firmer seat in the Presidency, he turned his a ttention 
towards reforming the political machinery in Egypt, undoubtedly with an eye to 
also securing popular support for himself . To ensure success of his plans, he 
put in .. · trusted lieutena Sayed 11arei as .ASU 1 s Secretary-General (1'1arei became 
Presidential Adviser only in 1973 • e got the existine National Assembly to 
write a _et-T cons ti tu tion in September 1971, enshrining the principles of the rule 
of law, freedom of speech, freedom to own property, etc . He had the constitution 
approved by popular referendum . In Octobe:-/I·Joitember 1971, he arr2.need for an 
ele c tion of a new 360 member National Asse:rably, in contrast to the past practice 
of the Egyptian President selecting it himself. Again in contr2.st to past prac 
tice of the President selecting ASU 1 s Higher Executive Committee, he called upon 
the National Assembly to do so . 

1). He then moved away even more rapidly than in previous mon~~s , from 
involving this C<.~mli ttee in major policy decisions. Instead, his ''i:nner Cabinet" 
began taking such decisions, through regular meetings. These meetings were then 
gradually replaced by regular meetings of the full Cabinet . 

16. Sadat adopted the policy· of his Ministers reporting periodically to 
the newly-elected National Assembly and subjecting themselves to its detailed 
questioning, as in western parliaments . International agreements F.nd treaties 
were referred to it for approval and recomn1endations .sought for legislation 
which could be considered. A system ... vJas started under which the Assembly ap
pointed co~~ittees to discuss and mru{e recommendations to the President on 
broad COUJltry iSSUeS Or irto. make inVeS.tigationS Of any popUlar iSSUe·, II a.· praC_; 
tice 1•Ji th a vague parallel to the US congressional committees . N:inisters 1·rere 
encotlraged to visit various governorates regularly to discuss and listen to 
popular views, as eAr-pressed through the various local and governorate councils. 
Ministries in 11 popul.?..r 11 sectors like agricultlll'e, health and education, were 
asked to prepare "policy papers" outlining the strategy for the sectors' develop
rr.ent. These papers in turn 1·Jere made subjects of 11 public debates" in the coun
try. \'Jhile these papers were not profound, they achieved their public relations 
purpose for Sadat. A ual liberalization of Ql:i.tical and social life in 
Egypt was becoming evident. 

Sadat ' s International 11oves 

17. On the Arab front , Sadat began by putting Egypt into a ne-r,I. loose 
confeclerc..tion (the .Arab Republic of Egypt) i-Jith Syria and Libya . This gave 
him some room for demonstrating his intention to weld the .Arab world into an 
econcmic partnership and to seek a joint solution to the ccnflict. 1-1i th Israel . 

., With this step , he also managed to loosen the Libyan purse strings some-rzhat, 
but had to avoid Ghaddafi 1s pressure for an EEYPtian-Libyan merger . By· skill
fully keeping Ghaddafi dan.gli.ng on one hand and striking a posture of cutting 
him down to size on the other, Sadat plaJred on the apathy felt by King Faisal 
and President Boumediene of Algeria towards Ghaddafi, and managed to pull both 
closer to him. He succeeded in overcoming their feuds with Eg;ypt and nursed 
their con idence tO a point where t hey gave Egypt not only thej r shre1~d advice 
and financial backing· (in the interest cf .Arab U..'Tl.i. ty), but also their political 
backing in resolving the middle-eastern conflict on t.he basis of ~ d~t 1 s olic"~r 

• 
1 of' forci...ll. the maior · sr-aBJ. e.gotiate a st;;ttlement. 
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18. On the international front, Sadat deftly applied his policy of balancing 
forces and events to obtain what he sought. WDile signing the treaty of friend
ship with USSR in 1971, he intens i fied pressure on the US to help with a middle
eastern settlement. In late 1971, he took the politically difficult decision to 
reschedule debts to the US (stopped by Nasser since the June 1967 -vrar)" and follovred 
with a systematic rescheduling of debts owed to Germany, Italy, UK, Japan and 
others. This 't>Jas a signal of Egypt 1 s intention to look as much to the west as to 
the comrmmist bloc, for the country's economic develop:nent. I•:ee'-rnvhile, Sadat kept 
placating Soviet fears, by elevating pro-Sov-iet le2.ders like Sidky to the Prime 
11inistership and other high offices. At the sarne t:Lrne , he neu:.ralized them, by 
putting tecr..nocrats or western-oriented poli ticiens owing allegiance to Sadat, 
in the Cabinet. His gesture of tr~o~:ving out the Soviet adv-isers in August 1972, 
was probably a move as much designed to demonstrate Egypt 1 s desire to look to 
the US far a middle-eastern solution, as to inch into the confidence and secuxe 
the politic a~ backi..'1g of the bitterly anti-USSR King Faisal.. Despite this .:;tep , 
he nevertheless continued to nurse Soviet interest in Egypt by a constant streo.rn 
of visits by generals a..11d highly placed Egyptians to l"'Iosco't ·• Some of his actions 
were undoubtedly not well-timed and 1vere so unorthodox by vlestern criteria that 
they were many a time derided as meaningless maneuvers . However, step by step 
Sadat was deliberately setting the stag.e for pressures and actions 1~hich he . el t 
w·ould move the deadlocked middle-eas P. • d. -center "' 
objec~i~e of peace with Israel and attent~on to 
ment. 

19.. The assumption by Sadat in ea.rly 197 3, of the office of Prime :Hillister
ship in addition to that of the Pres~dency, presae;ed s~me dramatic moves in these 
directions.. The brief October 197 3 war and :its ·aftermath, ~~ere obviously .those 
moves. The conscious and careful militarJ and political pla~ndn~ that apparently 
preceded these moves, and which are only nov.r becoming apparent, casts some lignt 
on the ca-reful and astute 1·1ays in vJhich So.d2.t operD.tes . Through these actions, 
Sadat has not only engi..l'leered the fj.rst tangible demonstrJ.tion of unity in a 
traditionally fissiparous Arab Horld, but has also made prospects of rn .. iddlc·-
e ast peace brighter t han at any time in r ecent years. In pla.ce of cynical 
skepticism 1-1hich the international communj_ ty and many of his oi·.n country:rnen so 
far displayed Wlwrds h:Un, Sadat now corrunands popular support at home and res
pect among Arab and other nations. 

20. Overall, political life and institutions 1·1it.hin :Sgy~)t and t he middle-
eastern. situation are today signj.ficantly different from "iJhat. they '\'Jere in 1970, 
when Sadat becaJ~e .President. He has been the . main instrument of change. 

EMENA ·Region 
February 22, 197 4 
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Annex H 

Economic Background 

Institutional Changes 

1. In the first half of the twentieth century, per capita income 
in· Egypt declined -- P,erhaps by as much as 20 percent. After Wor War II, 
the economic position improved and income per head began to rise slowly, 
despite a :.apid increase in population growth which began at that time. 

2. At the time of the Revolution of 1952, Egypt's economy 'vas 
essentially a free-enterprise, market system. The Free Officers (including 
Anwar Sadat) who came into po~ver at that time were not originally committed 
to State control over the economy. Indeed, in the first years of their 
rule, their economic and social policies were directed n1ainly at improving 
the conditions in which private enterprise could flourish. The principal 
early innovations of the new regime were a major land reform program and 
an increased emphas is or.. agric ul tural development. This period 'vitnessed 
the approval of large land reel nmation schemes such as the High Dam and 
New Valley projects. 

3. The v.ext stage in the evolution cf Egypt's post-Revolution 
economic and social policy came about not as a result of ideological 
commitment on the part of the regime, but rather because of the Suez Har 
of 1956. This war resulted in a consolidation of the new regime's authority, 
and led t~ i large reduction in the influence of the considerable fore~gn 
conununity in the economic life of the country. The Suez Har led not only 
to the nationaliza tion of the Suez Canal, but also to the sequestration 
of Britis h and French property c Ti1us, the Government acquired control over 
the main part of the ·banking and insurance systems, and over some other 
business enterprises as well. Tben , in 1957, the Nasser Government announced 
its co~~itment to comprehensive planning, to begin three years later. 
In the interim, an indu ~ trialization pr ogram wa s begun , and the role of 
the State in promoting long-term growth increased substantially. By 1960, 
the Governme.nt had already assumed responsibility for about 90 percent of 
total investment, whereas before 1952 it accounted for less than a quartor. 

4. The early 1960's comp~~ sed still another phase in Egypt's 
transition to a socialist sys tem with comprehensive control over the economy. 
In 1960, a Five-Year Plan \vas l aunched with the aim of achieving a gro\.;rth 
rate of GDP of about 7 percent annually. In 1961, the Government nat i onalized 
the bulk of industrial, corr~ercial and financial enterprises -- both foreig~ 
and Egyptian. Land, housing, i nternal trade and transport were not much 
af f ected by these na tionalizations, though the Government did redistribute 

~- · more land and imposed rigid controls over foreign trade, wholesale trade, 
and transport. State cont rol over agriculture was also strengthened through 
Gover nment-managed pr ociucer s r cooperatives and o t her ins titutions. Small 
indu ~ try and some services (including housing) have remained in the private 
s ec tor. But these too are subj ~ct to per vasive price controls and rationing 
~vhich have largely displaced marke t forces as de t ermi nants of r esource 
a l locat i on. 
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5. The mid-1960's were marked by Egypt's growing involvement in 
the Yemen civil war. Mainly on account of this involvement, the Second 
Five-Year Plan, prepared for the period 1965/66 to 196Q./70, was never 
implemented. The war of June 1967 had a further disruptive effect, and 
resulted in the abandonment of medium-to-long term planning. Planni~g 

since then has been on an ad hoc, short-term basis. vfuile reference is 
made to annual plans, in practice the annual budget and a frequently-revised 
foreign exchange budget have been .the main instruments of policy since the 
mid-1960's. Various drafts of a third Five-Year Plan have been under 
discussion for several years, but political and economic uncertainties 
precluded the adoption of another multi-year plan. The latest version of 
a (draft) Plan was completed in 1972; this constituted a Ten-Year Plan for 
the period 1973-1982, broken into two Five-Year Plan periods. The 1973-77 
draft Plan was discussed by the Cabinet and Peoples' .Assembly in 1972/73, 
but was not adopted. The main outlines of this Plan (which has only limited 
relevance to 1974 conditions) are described in the annexes attached to the 
report of Messrs. Karaosmanoglu and Armstrong's mission which primarily 
deals with macro-economic policy and creditworthiness issues. (This report 
is attached as Annex P of this Brief.) 

Structural Features of the Economy 

6. The only economic units currently left outside ublic ownership 
or control are those which .a small or unim ortant to fit into the hierarchy 
of controlling boards. Banks, insurance companies, transport, exporting and 
importing firms, and virtually the whole of the mining and manufacturing 
sectors are now state-owned and managed. So also is wholesale trade, 
although retail trade, or what is left of it outside (government) consumer 
cooperatives and the national i zed larger stores, remains largely in private 
hands (but subject to detailed regulations on prices, purchases, and profit 
margins). Son1e freedom is also allowed in agriculture, although from July 
1969, the maximum perimitted area of a private holding was reduced to 50 acres 
from the previous level of 100 acres. Limits are imposed on holdings, 
rotation, marketing and rents. An active policy is being pursued to spread 
the organization of agricultural cooperatives. Private enterprise accounts 
for the bulk of the construction industry, and is also significant in textiles. 
After the 1967 war, it was decided that more encouragement would be given 
to the private sector, especially in tourism, in the hope that this might 
contribute more to export earnings ~ By 1970, this policy was beginning to 
pay some dividends. The private sector has been given further encouragement 
by President Sadat, and in 1973 a parallel foreign currency market was 
established to encourage foreign and domestic private investment. 

~ 7. Sectoral policies and controls are exercised mainly by public 
orgar..izations (of which there are over 50), which control the firms and 
plants engaged in actual business. Other socialist laws entitle workers 
to 25 percent of net profits, ensure their representation on the boards of 
their companies, and limit annual pay to individuals to tES,OOO. The mass 
of smallholding farmers were excluded from taxation in 1~73. 

• ( 
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8. 
also 

e ficiency as towa ds ach~~~~i~n~~~~~~~!~~~~~ 
aistri ution find resource mobilization. 
are argely directed through the buog t; for example, nearly all savings 
generated by the public authorities and economic organizations are trans-
ferred via the Treasury. Investment financing for the business sector is 
provided mainly by Government loans or participations, while household 
savings mobilized through financial intermediaries and contractoral savings 
schemes are also channelled through the budget. TI1us, Egypt's public finance 
decisions are cruci&l not only with respect to mobilizing and allocating 
resources for economic growth, but they also bear heavily on issues of 
income distribution, ·price stability, and balance of payments management . 

9. A riculture remains E t'c m ortant sector in tenus of 
its contribution to GDP (abou t 30 percent)~ its provision of employment 
(about half of total em2loyment) and its generation of foreign exchange 
earnings (about 55 percent of total exports in unprocessed form , about 80 
•• ~ _.. '(-> • 

percent including processed farm products • The growth rat of value added 
(in real terms) in agriculture has averaged about :3- r. percent annually 
over the past fifteen years. Egypt-- has already attained quite hi h levels 
of physical productivity in agriculture (yields per hectare) even without 
having introduced the new high yielding strains of wheat and rice. But the 
growth rates of both yields and labor productivity have declined in recent 
years. Part of this decline was no doubt related to the 1967 war and its 
aftermath, and part to the -related reduction in the gro'tvth of fertilizer . / 
applications. On the whole, however, there are . ds for o timism conc.ern-J::: 
ing the pros ects for further improvin Eroductivit and for raising the . 
contribetion of the sector to export earnings, domestic savings and employment. 
Significant progress has been made recencly towards a better integration of ~ ~ 
agricultural policy. This is r einforced by an ap propriate shift in investmen~ 
priorit ies, from expensive new land dev~lopment to integrated projects and 
programs \vhich promise higher short-term returns. These . include drainage 
and so i l amelioration, lall d and croiJping causal j dation projects, further 
adjustments in the cropping s ys tem· in favor of ~~~;...~ap~. '-'lllkQja-~t3,~1;;&(:~~ 

and fruits~ i,m_n ed seeds and in reased · rtilizer use, and the expansion 
of protein food production -~· especially po111 try and fis_b. However, the 
impact of this change i.n priority is yet to be felt, and the scarcity of 
capital will remain a majcr constraint limiting the undertaking of these 
needed programs. A number of other planned projects are highly complementary 
to agr.tcul tural development. ~hese include the rural electrification program, 
expansion of the fertilizer industry and of the textile and other a -·cul-
tural product processlng ir-dp stries, and investment in rural educa tion, 
storag~ and marketing facilit.' es. 

~: 
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10. Since the nationalization of industry in 1961, the Government's 
industrial policy has emphasized import-substitution and self-sufficiency 
targets. The development of some capital-intensive basic industries has 
also been stressed. Iron and steel .manufacturing and trans forming industries, 
together with crude oil extraction and refining, have continued to receive 
highest priority. It seems dQ tful howe - this inward-look'ng 
orientation has been optimal. Owing to its agricultural an ot er natural 
resourc es , its geographical location, the structure of domestic demand, the 
availability and skill endowment of its lo't·l-wage force, and the technical J / 

and managerial capacities of its trained personnel, Eg~ t is well equipped ~ 
to develop a wide range of industries directed both to export and domest ic 
markets. Moreover, its continuing balance of payments difficulties .~rhasize 

the need for its pattern of i ndust rial development to be geared tot~ ·( 

advantage of these resources. The extreme degree of centralization in 
. administrative control over pricing and allocative decisions has largely 
done away with the signalling and clearing functions of market forces, and 
has contributed both to the high cost of industrialization and to ineffi
ciency in planning and management. There were some portents of changes in 
policy in 1971, pointing to a somewhat more outward-looking approach. There 
have also been indications that there is now a lesser Jegree of interference 
in industrial policy and management on the part of Government officials. 

11. Egypt's indqstry has gr9it potential for future growth, and is 
counted upon to remain the leading sector in the country's development. 
The domestic market will provide a_3ubstantia.l base for enlarged production 
particularly if the civilian economy regains ~omentum. A factor of signi-
ficance in this context is that there appears to be a greater equality of 

distribution in Egypt than in most countries at .a similar low level . ~ 
There are also good export prospects in goods where ~ 
d com arative advanta e as i text' ~ ther, 

and engineering goods industries. Moreover, important new comparative 
vantages are emergi~g -- partly as consequences of oil and gas discb veries 

and completion of tbe As\\f&n Dam -- in othe r resource-based industries such 
as t£rtiJi3e~s, cement and b~jlding ma;erjol~ , petrochemicals, and electricity
co.n_.<=>eming indust rie s, The pro s pects for expanding production and eo,p,orts 
of crude oil -- a key factor for the economy because of the immediate need 
for foreign exchange earnings and savings -- are uncertain. However , it is 
thought by most obs ervers that the me ri ius-to--longer term prospects for 
increased oil extraction are rea sonably bright. In any event, the new gas 
and electricity resources cons t itute valuable new inputs for further 
industrialization. 

12. Egypt has a vast oten ti2l for _ ent, by virtue of 
its hi storical site3 and treasures~ its mo ern c1ties, its climate and beaches, 
its hospitality to foreign vis i t ors, and its moderate prices for tourist 
servi~es . Its special attra c tions for Arab visitors are obvious, and its 
geographica l situation is also j nvorable with re s pect to tourism from both 
·~Jest and East . In the years 1 968-70, however, the number of tourist night:s 
spent in Egypt \·laS les s t han ha2.f t he l evels r e ;-- ched i n 1965 and 1966 . 
There ·.;.;ra s a s trong resurgence o f tourism in 1971 aud i n the fi r s t months 
of 1972 , reflecting some easing of tensions in the Hiddle East . Tourism 
could be a leading s(:-;ctor in Eg;ptian development if peace '\.\rere resto1·ed . 
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Constraints to Growth 

13. The overriding determinant of Egypt's economic performance in 
recent years has been the conflict with Israel. This has affect;ed nearly 
every aspect of the economy, including the share of de se spending 
(recently about 35-45 percent of total Government expenditures, 1 - 0 
percent of GNP), deficits in the balance of payments, the direction of 
trade, sources and levels of capital financing (both domestic and foreign), 
the sectoral allocation of resources, employment and price levels, tourism 
and transport development, and prospects for political and economic 
cooperation in the region. 

14. The most severe constraints to Egyptian economic development 
have been: (a) the defens~ burden; (b) the lack of convertible foreign 
exchange (including funds not tied to new investment projects); (c) the 
debt burden (notwithstanding some recent reschedulings); and (d) the rigid 
and arbitrary nature of the d.ecision-making process, wherein a highly 
centralized administration regulates nearly all production, distribution, 
employment and financial decisions, leaving little room for the market 
mechanism or for individual incentives to play a role. Rapid population 
growth also looms as a critical constraint. 

15. The balance of pa)~ents situation has been the most critical 
constraint to Egypt's short-nln development. Although transfer receipts 
from Arab countries were more than-sufficient to offset the loss of Suez 
Canal revenues, the overall availability of foreign exchange has not been 
sufficient to finance both the servicing of debt and a· level of imports 
consistent with the requirements of rapid and balanced ·growth of the 
civilian economy. \.Jhile a number of Egypt's major i nvestment proje.cts 
continued to be supplied and financed from Russia and other Eastern countries, 
the continuing scarcity of convertible ex change still resulted in a hand-to
mouth financing of imports from convertible currency countries. The foreign 
exchange problem continues to underlie continuing delays in debt service, 
shortages of spare parts and replacement equipment, and a low level of 
over all investment (about 12 percent of GDP since the 1967 war). In addi-
tion to t he need to replace exis ting capital stock in some sectors 
(especially transport), some new infrastructural investments are badly 
needed - especially those associated with urbanization generally, and more 
specifically with reconstruc t ion of the Sue z Canal cities. Congestion in , ~ 
Cairo is already a major problem . Hith the_labor fgrce growing by about L:;::: 
3 ercent annually, it is evident that urban unemplo 1e - a. d under- -
em loyment are likely to become in~reasingly serious problems in future. 

EMENA Region 
February 22, 1974 
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COUNTRY DATA - EGYPT 

AREA TION DENSITY . 
,002,000 km 1972 - Esl'al~~ 

of Growth: rom 1960 to 1970) 
35 per km2 

over 950 per km2 of inhabited area 

POPULATION CHA~~CTERISTICS (1 970) 
Cruce Birth Rate (per 1,000) 
Crude Death Rate (per 1,000) 
Infant Mortality (per 1,000 live births) 

~provisional ) 
~provisional) 
119 . 

NUTRITION 
Calorie intake as % of requirements: 

. Per capita protein intake (grammes): 

GROSS NATIONAL PRODUCT IN 19X>/71y 

1 OJ% (1970) 
83.5 (1969) 

Jj 
GNP PER CAPITA in 1971 : 

US $ Mln. % 

GNP at Market Prices 
Gross Domestic Investment 
Gross National Saving 
Current Account Balance 
Exports of Goods, NFS 
Imports of Goods, NFS 
Transfers, net receipts 

OUTPtrr, LABOR FORCE AND 
PRODUCTIVITY IN 1970/71 

6,970 
868 
369 

-216 
965 

1,412 
272 

100.0 
12.5 
5.3 

-3.1 
13.8 
20.3 
3.9 

HEALTH (1 970) 
Population per physician 
Population per hospital bed. 

EDUCATION 
Adult literacy rate %: 0 (1 
Primary school enrollment ~ : 

ANNUAL RATE OF GROWIH {%z constant 

1960-65 1965-70 

6.3 2.3 
-14.9 -3.9 

5.7 :y 
11 .2 -11 

Erices) 

1971 

4.0 1±1 
-12.2 

4.7 
. 12 • .5 

Value Added IDni2lo;,yment Value Added Per Worker 

Agriculture 
Industry 
Services 

Total/Average 

GOVERNMENT FINANCE 

Current Receipts 
Current Expenditure 
Current Surplus 
Capital Expenditures 
External Assistance (net) 

US $ Mln. ~ M1n. 

.1, 780 
1, 794 
2~589 

6,163 

29 
29 
42 

100.0 

4.o6 
1.31 
2.95 

T.32 

Central/Federal Government 
( ~ Mln.) % of GDP 
~771 1970/71 1969-71 

899 
897 

--2 

358 
-2 

29.1 
29.0 

----o:-6 
11.6 
-0.1 

28.4 
28.2 
1.0 

11.7 
-0.4 

% 

49 
16 
35 

100.0 

1/ The Per Capita GNP estimate is at 1971 market prices, calculated by the same conversion 
- technique as in the 1973 World Atlas. 

~ 

438 
1,369 

878 

741 

2/ GNP and ·savings are defined here inclusive o.f net transfer receipts, most of which consist in payments 
- .from Arab countries to compensate Egypt .for the loss of' Suez Canal daes. 

_'L_ 

59 
185 
118 

100;0 

31 Accurate constant price growth rates are not available owing to insufficient information concerning trade 
- deflators. Moreover, the export growth rate for this period is biased by the drop in Suez revenues after 

1966/67. Bettreen 1967;68 - 1970/71, exports (in current prices) rose on the average by 12.5 percent 
annually, imports by 1 Oo6 percent armuaJJ.J. 

~ Figure refers to GDP at factor cost. 
I 

·r 
l 
I 



ANNEX H 
Page 2 of 2 pages 

COUNTRY DATA - EGYPT 

MONEY, CREDIT and PRICES 

Money and Quasi Noney 
Bank Credit to GoverTh~ent 
Bank Credit to Non-Government Sector 

Money and Quasi Money as % of GDP 1/ 
General Price Index (1964/65 = 100) 

Annual percentage changes in: 
General Price Index 
Bank credit to Government 
Bank credit to Private Sector 

BALANCE OF PAYMENTS, 1968/69 - 1970/71 

1965/_66 

912 
870 
397 

37 
102.9 

2.9 
8.8 
4.7 

1968/69 1969/_70 1970/71 
(Mill ions US $ ) 

Exports of Goods, NFS 
. Imports of Goods, NFS 
Resource Gap (deficit -) 

Factor Payments, net 
Transfers , net 
Balance on Current Account 

Nedium and Long-Tenn Loans 
.Disbursements 
Amortization 

Other Capit al , net 
Overall Balance (deficit -) 

Errors and Omissions 

Reserve Position, end of: 

833 
1037 
-204 

-32 
288 
_g 
-68 

(176) 
(244) 

34 
18 

5 

1969 

936 
1274 
-338 

-31 
320 
-49 

-18 
(249) 
(267) 

61 
-6 

-5 

1970 1971 

965 
1412 
-447 

-41 
272 

-216 

+1.8 
(349) 
(331) 

42 
-156 

-25 

1972 

1968L69 1962/_70 197C/71 1971/_72 
(Million ~ outstanding) end period) 

1005 1106 1108 1189 
1028 1133 1232 1346 

4:35 456 491 505 

(Percentages or Index Numbers) 

37 
108.2 

37 
110.4 

2.0 
10.2 
4.9 

36 
111.6 

1.0 
8.7 
7.6 

9.3 
2.9 

MERCHANDISE EXPORTS (AVERAGE of Period: 1968/_69 -
1970/71 

Raw cotton 
Cotton yarn and textiles 
Rice 
Onions 
All other commodities 

Total 

EXTERNAL DEBT, DECEMBER 31. 1972 

Public Debt, incl. guaranteed 
Non-Guaranteed Private Debt 
Total outstanding & Disbursed 

DEBT SERVICE RATIO for 1971/?;g_/ 

US $ Min- '7o 

339 
118 

92 
16 

1.12_ 
744 

46 
16 
12 

2 
24 

10'0:'0 

US $ Mln 

1,566 

r;506 

Gross Reserves 2bO 275 ~ 21m 
Public Debt. incl. guaranteed 

Balance of payments data ' 28 
Net Reserves 

RATE OF EXCHANGE 

Through Jan. 1973 
us $ 1.00 = ~ 0.435 
~ 1.00 = us $2.30 

From Feb. 1973 
us $ Y.oo = hE o.390 
~ 1.00 = us $2.56 

-413 -493 

!/ End period stock as % of period GDP. 

-692 -633 

IBRD/IDA LENDING, ( Jn.n. 31 , 1974)(Million US $): 

· . ., Outstanding & Disbursed 
Undisbursed 
Outstanding incl. Undisbursed 

IBRD . 

£( Ratio of debt service to exports of goods and non-factor services plus transfers. 

' : 

EMENA Region 
February 22, 1974 

25 • .3 
10,.8 
1)f:l 



.... 

·•• J. ~·· .. 
' t 

.· 
• 

i STATEM&'NT OF' BANK AND IJDA LENDING 

2. PRO-FORMA IillA .5-YEAR LENDING PROGRAM 
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Annex I 

THE STATUS OF BANK GROUP OPERATIONS IN EGYPr 

A. STATEMENT OF BANK LOANS AND IDA CREDITS 
(As of January 31, 1974) 

Loan or 
Credit 
Numbers 

Ln 243 

Cr 181 

Cr 284 

Cr s1JY 

Cr 393 

Cr 412 

Cr 423 

Cr 437Y 

Cr S15_g_/ 

Year 

1959 

1970 

1972 

1972 

1973 

1973 

1973 

1973 

1973 

Borrower 

Suez Canal 
Authority 

UAR 

ARE 

ARE 

ARE 

ARE 

ARE 

ARE 

ARE 

of which has been repaid 

Total now outst~1ding 

Amount sold 

~ of which has been repaid 

Total no"kv held by Bank and IDA 

Total undisbursed 

B. STATEMENT OF IFC I}fi/ESTHENTS 
(As of January 31, 1974) 

Purpose 

Suez Canal 
Expansion 

Nile Delta 
Drainage 

Railways 

Cotton 
Ginning Eng. 

Upper Egypt 
Drainage 

BOA 

Cotton 
Ginning 

Population 

Talkha 
Fetilizer Eng. 

6.0 

6.0 

Nil 

Amount in million US Dollars 
Less cancellations 

Bank IDA Undisbursed 

56.5 

56.5 

51 .o 

5.5 

26.0 

30.0 

0.2 

36.0 

15.0 

18.5 

5.0 

0.4 

131.1 

131 .1 

105.8 

20.6 

10.3 

36.0 

15.0 

18.5 

5.0 

0.4 

105.8 

105.8 

EMENA Regi on 
February 22, 1974 

1/ To be refinanced under Credit 423. which was declared effective on Feb. iS, 197h 
~/ Not yet declared ef fective , 



L 
Population: 35m. (1972 estimate); 2. SX p.a. 
Per Cap. Income: $221 (1971); 3.0~ p.a. (1968-71) 
Area: 1,002,000 sq. km. 
Literacy: 40'7. adult population (1971) 

--

Nile Delta Drainage 1 
Upper Egypt Drainage I 
Soil Improvement I 
Agri. Credit and Fruit/Veg. Production and Marketing 
Agri. Credit/Agro-Industry 
Irriga tion 
Ru r .1l Development 

BOA I 
BOA II 
Textile Rehabilitation/BOA 
BOA III 
Indus trial. Credit or Fertil i:r:er (Possibly Rock Phosphate) 
Cotton Ginning Rehabilitation: Engineering Credit 
Cotton Ginning Rehabilitation I 
Cotton Ginning Rehabilitation II 
Free Zone Estate 
Talkha Urea Fertilizer: Engineering Credit 
Talkha Urea Fertilizer 
Tourah Cement Expansion 
Sponge Iron 
Industrial Credit 
Indus try (unidentified) 

Population I 
Population II 

Telecommunications ~~ 

'Water / Sewerage (Canal .Cities) '}_/ 
Cairo Urban Stabilization 

Tech/Vocational Education ··'"'[ ""~ . 

Railways I 
Railways II 
Transportation (unidentified) 
Suez Canal 

~ :)na Progr-

Lending Pt;ogram 

--·- ·--~~--

As comparison 

Lending Program approved at November 27, 1972 CPP Review: 

IDA 
IDA 
IDA 
IDA 
IDA 
IDA 
IDA 

IDA 
IDA 
IDA 
IDA 
IDA 
IDA 
IDA 
IDA 
IDA 
IDA 
IDA 
IDA 
IDA 
IDA . 
IDA 

IDA 
IDA 

IDA 

IDA 
IDA 

•, 
IDA 
IDA 
IDA 
IDA 
IBRD 

IDA 
No. 

IBRD 
IDA 

No. 

EGypT -- ACT!JA 1 AND PROPOSJ;' D IDA (ENDING THROt1C.ll FY79 lf 
($ mill ion) . 

(As Propctsed for the Ongoing CPP Exercise) 

Through Actual Current 
FY68 FY69 !'Y70 FY71 FY72 FY73 FY74 

.26.0 . 35 .o 

15.0 

.• 
.. 0.2 

~ 

18.5 

+, 

0.4 
20.0 

. 
5.0 

l' 

' . , .. I 
' • 

. ' 
30.0 

~ 56.5 , 

-- -- -- -- -- -- --
25.0 30.0 51.2 43.9 ......,.. -r- .,.. .,.. 

~ 
2 5.0 30.0 51.2 43.9 

1 1 1 3 3 
~ 

~ 
3 

,, . 

-·~ -· --- ---~---·- ... ··-"'· ·- --- · 

Annex I 

Proposed Totals Totals 
FY75 FY76 FY77 FY78 FY79 FY6.5-69 FY70-74 

20.0 
15.0 

20.0 
25.0 
15.0 

15.0 I 

20.0 
20.0 

30.0 

20.0 
20.0 

I 

20.0 
30.0 

30.0 
, 25.0 

10.0 

20.0 

'25.0 

' 15.0 

20.0 

25.0 
20.0 

-- -- --- --· -- -- --
85.0 80.0 85.0 105.0 105.0 ~51,1 ,.. ,.. ,.... -r --r- -s-

y 56.5 
65.0 65.0 80.0 85.0 90.0 151.1 
3 3 4 4 4 1 ==a 

55.0 5.5. 0 55.0 55.0 
2 3 3 J 

·'1/ Differs somewharrr-om- the Proforma Table dated February 4 attached to Egypt CPP Initiatll.Dg Memorandum, to take account of some of the suggestions received during and after the Initiating Heetina, 
- from El-lENA Projects ond Central Projects Departments. ~ 
2/ This project could be dropped. if nt>cess.:~ry, after discus sions with the Government, in :iavor of Suez Canal Clearance and Reopening Project. 
3; lrr view of the urgency, project needs to be processed in FY75 to a point that only Boarc presentation and approval is scheduled for the first half of July 1975, to make this an FY76 project. 
"§.1 The EM£NA Region • s planning figure is still $65 million and only 1 projects; the increaae to 3 projects within $65 milliont suggested in view of the readiness of 4 prolects for appraisal, 

still retpains to be considered and approved by EMENA's management. 

~: l11eae figures will be 

Totals 
FY75-79 

.· 

\ 

--

--
460.0 

22 

335.0 
=rs= 

265.0 (FY74-

1478) 

Gross Disburiements and Net Transfer figures not provided, in view of likely changeCJ in amounts for Operations and Lending Progr11111a up to RVP Review stage. 
incorporated alter that Review in time for the CPP Review by the Bank's Hanage10ent. 

EMENA 'Region 
February 22, 1974 ·-- ... .......-......... , ............ ~~ '... . 
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BRIEFS ON ONGOING PROJECTS 

1. Nile Delta Drainage (FY70) 
2. Railway Rehabilitation and Modernization 1 (FY72) 
3. Cotton Ginning Engineering (FY73) 
4. Upper Egypt Drainage (FY73) 
5. Bank of Alexandria (FY73) 
6. Cotton Ginning Rehabilitation (FY74) 
1. Population (FY74) 
8. Talkha Urea Fertilizer Engineering (FY74) 

I 



1. Project: Nile Delta Drainage 

3. Credit Amount: $26,ooo,ooo 

4. Borrower: Egypt 

Annex J 

ONGOING PROJECT 

2. Signed: April 17, 1970 

5. Sub-Borrower: Nile Delta Authority 
for Tile Drainage Projects (succeeded 
in February 197 3 by Egypt Public 
Authority for Drainage Projects(EPADP) ) 

6. Effective Date: December 22, 1970 1. Closing Date: December 31, 1976 

8. Estimated Project Cost: $147,000,000 

9. Credit Covered: 10o% of foreign exchange component 
@ of local currency component 

18% of total Project Cost (at time of appraisal; 
~ith anticipated increase in project cost 
about 14%) 

10. Project Description: Installation by manual methods and equipment 
of tile drainage in 950,000 feddans, re1n.odelling 
of about 1,700 kilometers of open main drains, 
construction of 11 pumping statims and one trans
former sub-station, procurement of const.ruction 
equipment, drainage pipe manufacturine and laying 
the machines, workshop machines and equipment 
for the agricultural extension services and tile 
drainage maintenance; consultant services are 
provided to advise management and for · training. 

11. Project Implementation Unit~ EPADP 

12. Problems, if any, to be 
Resolved: 

(a) The Project ~as placed on the Problem Projects 
list in January 1972, because of the unsatis
factory rate of i..rnplernen ta tion primarily 
resulting from organizational 1-1ealmess, including 
inadequate nianagement · and shortages of qualifi'ed 
staff. Follo1ving high level discussions with 
the Government, the Nile :Jelta Drainage Author
ity was reorganized, by combining the Nile Delta 
and Upper Egypt drainage works under a ne-vr 
Egyptian Public Authority for Drainage Projects 

· (EPADP). A new chairman and several new key 
officials were appointed. The July 1973 super
vision mission reported a definite improvement 
in the project perfonnance during the first 
half of 1973 and indicated that the project 
had at last achieved the ability to proceed 
on the revised schedule. The tile draiD~ge 
installation scheduled for that period had been 
accomplished, construction of pumping plants 
rTas ahead of schedule and procurement of iJn- ,. 
ported equipment was progressing ~ell. 



" l 

13. Actions Taken/Contemplated 
to Resolve ?roblems: 

14. Disbursements made up to 
JanuarJ 31, 1974: 

15. Anticipated Disbursements: 

· 16. Rate of Return: 

EMENA Region 
February 22, 1974 

t 

- 2 -

(b) Despite this progress, the July mission 
reported that a shortage of local funds had 
arisen which threatened to curtail activities 
for the final six months of the financial 
year, unless supplementary financing was 
provided. 

The matter was followed up by cables and dis
cussions, including Mr. Votaw's in September. 
The Bank was assured that local currency ade
quate to meet payments was being arranged and 
local contractors had also been persuaded to 
undertake new drainage vJorks. During Hr. 
Davar's visit in December 1973, the Deputy Prime 
Minister Hegazy again assured him that adequate 
local currency had also been budgetted for the 
project f~r 1974. 

$5,5oo,ooo 

FY 

US$ mill. 

18% 

1976 

2.1 

1977 

0.1 



Annex J 

ONGOING PROJECT 

1 • Project: Railways Rehab. & Improve. I 2. Signed: Feb. 9, 1972 

J. Credit Amount: $30 million 

4. Borrower: Egypt 

6. Effective Date: July 17, 1972 

5. Sub-Borrower: Egyptian Railw~s (ER) 

7. Closing Date: Dec. 31, 1974, 
except for signal
ling equipment/eTC 
which will be on 
Sept. 30, 1976 

8. 'Estimated Project Cost: $134 million 

9. Credit Covered: 

10. Project 1l9scription: 

11. Project Implementation Unit: 

12. Current Status: 

..... 

13" Problems, if any_, to be 
Resolved: 

46% of foreign exchange component 
0% of local currency 

22% of project cost 

Project constitutes Phase I of ER's 5-Year 
(1973-77) -Rebabilitation and Improvement 
Program (estimated during appraisal, to cost 
about $319 million), and consists of all 
investments in fiscal years 1972 and 1973 and 
signalling up to 1976. It includes relaying 
of about 500 krn- of tracks, acquisition of 43 
diesel locomotives, 300 freight cars, 25 
electric rail car sets, 5 breakdown cranes, 
270 passenger cars, modernization and cons
truction of marshalling yards, reconstruction 
of workshops and acquisition of road vehicles, 
improvement of training facilities ·and consult
ancy services for financial matters. Of this 
project, IDA financing covered track relaying, 
1 8 diese 1 locomotives, air braking equipment, 
signalling equipment, spare parts for rolling 
stock and technical assistance. 

ER 

The credit has been ful~ committed; nearly two
thirds of the equipment co-vered by the Dec. 31, 
1974 closing date has been procured; however 
because of the del~ in commencing the project 
until after the credit agreement \vas signed in 
Februar.y 1972,and delayed supplies, the project 
is about one year behind schedule • 

(a) Delays in compliance with covenants 
concerning conversion of government debt 
into equity; 

(b) Settlement of mutual debts by the Govern
ment ani ER_; 

(c) Revaluation of fixed assets. 



14. Action Taken/Contemplated 
to Resolve Problems: 

15. Disbursements made up to 
-January 31, 1574: 

16. Anticipated Disbursements: 

17. Rate of Return: 

EMENA Region 
Februar.y 22, 1974 

- 2 -

Agreement reached to complete all above 
matters by Harch 31 , 1974. 

$19,767,096 

Calendar 

US$ Millions 5. 7 2.4 2.1 

14% for the 5-Year Program 



Annex J 

ONGOING ffiOJECT 

1 • Project: Cotton Ginning Rehab. Eng. 2. ·Si~ned: Nov. 17, 1972 

3· Credit Amount: $175,000 

4. Borrower: Egypt 5. Sub-Borrower: None 

6. Effective Date: June 15, 1973 1· Closing Date: Nov. 30, 1973 

8. Estimated Project~: $225,000 

9. Credit Covered: 100% of foreign exchange component 
O% of local currency component 

78% of project cost 

10. Project Description: .Engineering and consulting services for the · 
detailed feasibility, initiation of the design 
and engineering and preparation of tender docu
ments for Phase I of a program for the rehab
ilitation and moderni zation of the cotton 
ginning indust~ in Egypt. 

11 • . Project Implementation Unit: Egyptian Cotton General Organization 

12. Current Status: Project and disbursements completed. The 
credit is refinanced under the credit for the 
Cotton Ginning F~habilitation project. 

13. Problems, if an.y , to be Resolved: None 

14. Actions Taken/Contempl at ed 
to Resol ve F rob~ems: None 

15. Disburseme nt s made up to 
January 31, 1974: $175,000 

16. Actual Disbursements: 1973: $175,000 

... . 

EMENA Region 
February 22, 1974 



Annex J 

ONGOING PROJECT 

1. Project: Upper Egypt Drainage 

3. Credit Amount: $36, 000, 000 

2. Signed: June 6, 1973 

4. Borrower: Egypt 5. Sub-Borrower: Egyptian Public 
Authority for Drainage Projects 
(EPADP) 

6. Effectiv~ Date: November 28, 1973 74 Closing Date: December 31, 1979 

8 • . Estimated Project Cost: $123,800,000 

9. Credit Covered: 

10. Project Description: 

11. Project Implementation Unit: 

12. Problems, if any, to be 
Resolved: 

13. Ac t ions Taken/Cont emnlated 
to Resolve Problems: 

10o% of foreign exchange component 
0% of local currency component 

29% of Project Cost 

The Project pro\~de~ for the installation of 
buried tile field drains throughout 300,000 
feddans in Upper Egypt, remodelling of existing 
and construction of new open main and branch 

· drains, construction and remodelling of five 
pumping stations, and recla~ation of 22,500 
feddans of severely saline land. The project 
includes the procurement of -construction 
equipment, drainage pipe manufacturing and . 
laying machines, vehicles office and 1-Iorkshc>p 
equipment and equipment for the agricultural 
extension service and for tile drain maintenance . 
In addition, it includes equipment, technical 
assistance and materials for a four year program 
to control Bilharzia in an area of 900,000 fed
dans, with a population of 3 w.illion, where 
the disease is most prevalent and ·\vhere the 
irrigation system is suitable for effective 
snail control. 

EPADP for drainage and Health }tinistr,y for 
the BiJbarzia Program. 

There was an initial delay of two months in 
declaring the Credit effective. The October 
197 3 'tvar, coupled with a shortage of local 
funds, appear responsible for slow progress 
to date. EPADP has, however, meanwhile pre
pared terms of reference for the employment 
of consultants; the Health Ministry has made 
inquiries for the supply of molluscicides 
for the Bilharzia control program. 

A supervision mission scheduled for March 
1974,will discuss with the Authority the 
revisions necessary in the work program, etc., 
because of the delayed start to the project. 



- 2 -

14. Disbursements made UE to $0.0 
January 31, 1974: 

15. AnticiEated Disbursements: Calendar 1974 197.5 1976 1977 1978 1979 1980 

US$ mill. 1 .o 6.4 9.6 8.0 7.4 2.9 0.7 

16. Rate of Return: 20% 

EMENA Region· 
. February 22, 1974 



Annex J 

ONGOING PROJECT 

1 • Project: Bank of Alexandria 

3. Credit Amount: $15.0 million 

4. Borrower: Egypt 

2. Signed: June 29, 1973 

5. Sub-Borrower: Bank of Alexa..l'ldria 
(BOA) 

6. Effective Date: November 29, 1973 7. Closing Date: September 30, 1977 

8. Estimated Project Cost: $15.0 million 

9. Credit Covered: Foreign exchange component of sub-projects 
financed by BOA, to the extent determined 
by that Bank. 

10. Project Description: Provision of foreign currency. requirements 
for the financing of equipment of those 
private and public sector industrial projects 
processed by BOA as part of its development 
finance activities. 

11. Project Implementation Unit: 

12. Current Status: 

13. Problems, if any, ta be 
Resolved: 

14. Actions Taken/Contemplated 
To Resolve Problems: 

15. Disbursements made up to 
January 31, 1974: 

16. Anticipated Disbursements: 

EMENA Region 
February 22, 1974 

BOA 

There has been some lag in the -submission of 
sub-projects. Only two small projects 
amounting to $119,000, have been authorized 
by BOA. The recent supervision mission 
(Feb. 9-14), however, found that 23 projects 
with a foreign excha"lge component of $13.1 
million had been studied and were being 
readied for submission. Another group of 
projects with foreign exch~~ge requirements 
amounting to $18.0 million have been received 
by BOA for consideration. 

The basic problem revolves around the 
· inexperience of BOA's commercial bank-oriented 
staff, in promoting and expeditiously process
ing projects. Technical assistance is needed 
in this area. 

Arrangements are at an advanced stage, to 
provide technical assistance through UNDP. 
ICICI has consented to make an experienced 
man available as an advisor. 

Nil 

Calendar 1974 1975 1976_ 1977 

US$ mill. o.5 ).0 7.5 



Annex J 

ONGOlliG PROJECT 

1. Proje~: Cotton Ginning Rehab. 2. Signed: July 30, 1973 

J •. Credit Amount: $18.5 million 

4. Borrower: Egypt 5. Sub-Borrower: Egyptian Cotton Ginning 
Organization 

6. Effective D~: February 15, 1974 7. Closing Date: June 30, 1978 

8. Estimated Project Cost: $40.4 million 

9. Credit Covered: 100% of foreign exchange component (about $18.0 millior) 
2% of local currency component (about $0.5 million) · 

46% of project cost 

10. Project Description: The project comprises Phase I of a three-phase 
program for modernizing and rehabilitating Egypt's 
antiquated cotton ginning industry and includes 
(i) the construction of four new ginneries, 
(ii) the rehabilitation of ten old ginneries, 
(iii) the consultancy services for design/ 

engineering and supervision over cons
truction, 

(iv) technical assistance and training, and 
(v) a program for the retraining and re-employ

ing displaced workers. 

11. Project Implementation Unit: Egyptian Cotton General Organization 

12. Current status: 

13. Problems, if any to be 
Resolved: 

14. Actions Taken/Contemplated 
to Resolve Problems: 

1 $·. Rate of "'Return: 

16. Disbursements made up to 
January 31, 1974: 

17. Anticinated Disbursements: 

EMENA Region 
Februar.y 22, 1974 

Although the effective date of the credit had 
to be extended twice, the work of design/ 
engineering and preparation of tender documents 
financed by the 1972 engineering credit has 
proceeded satisfactori~. Some tenders are now 
being issued. 

The Project Implementation Unit still remains 
to be fully staffed vdth engineers. 

The recent supervision mission has suggested that 
the General Organization for Industrialization 
could assist in securing the required engineers. 

25 perce~t 

Nil. However, with the Credit declared effect
iv~ on Feb. 15, 1974, the entire amount, $175,000 
of the engineering credit is expected to be 
financed by end Februar,y. 

Calendar 1974 1975 1976 1977 1978 

US$ mill. 2.8 4.4 4.5 2.1 

!I" 

I 
l 

1 
. I 

1 
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Annex J 
ONGOlliG PROJECT 

1 • Project: Population 2. 'Signed: Nov. 6, 1973 

3· . Credit Amount: $5,000,000 

4. Borrower: Egypt 5. Sub-Borrower: None 

6. Effective Date: Harch 6, 1974 1. Closing -Date: June 30, 1977 

8. .,Estimated Pro,ject Cost: '$10,500,000 

9. Credit Covered: 

10. Project Description: 

11. Project Implementation Unit: 

12. Current Status: 

13. Problems; if any, to be 
Resolved: 

14. Actions Taken/Contemplated 
to Resolve Problems: 

15. -msbursements made up to 
January 31 2 1974: 

· 16. Anticipated Disbursements: 

EMENA Region 
February 22, 1974 

100% of foreign exchange component 
O% of local cost component 

47% of project costs 

The project provides for the construction, 
equipping and furnishing of 22 general health 
centers, 12 polYclinics; three centers for 
training nursing teachers and three centers 
for in-service training of familY planning and other 
health persoP.nel. One hundred and fifty multi
purpose vehicles will be provided, to improv~ 
mobility of familY planning services. Also 
included are a study on the maintenance of 
health facilities, three evaluation studies of 
familY planning acceptors, an experimental home 
visiting program to inform and motivate people 
on family planning, and assistance in the pro
duction of health education materials useful 
for family planning information and motivation. 

Project Coordinating Committee within the 
Health Ministr,y · 

The Project Coordinating Committee has been 
established; Project Coordinator and Assistant 
Project Coordinators have been appointed. A 
draft contract with consultant architects has 
been negotiated, and foll~wing review by IDA, 
is expected to be signed shortly. A draft 
contract with the Institute of national Planning 
to prepare detailed plans for a home-visiting 
program has been negotiated, and follovring review 
by IDA, is expected to be signed shortly. The 
progress of the project is enccuraging. 

The Credit Agreement has not yet been ratified 
and · the legal opinion necessary to declare the 
Credit effective has not been received by IDA. 

'Ihe Government has been urged in end January and 
again last week to take the necessar,y actions. 

Nil 

Calend.Rr 1974 

US$ mill. 1 .2 

1977 

0.2 
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Annex J 

ONGOING PROJECT 

1. Project: Taikha Urea Fertilizer Eng • . 2. Signed: Nov. 20, 1973 

J. Credit Amount: 

4. Borrower: 

$400,000 

Egypt · 5. · Sub-BorrorTer: None 

6. Effective Date: March 29, 1974 

8. Estimated Project Cost: $465,000 

7. Closing Date: March 31, 1975 

9. Credit Covered: 

1 o. Project .rescription: 

11. Project Implementation Unit: 

12. Current Status: 

13. Problems, if any, to be 
Resolved: 

14. Actions Taken/ConteQplated 
to Resolve Problems: 

15. Disbursements made up to 
January 31, 1974: 

16. Anticipated Disbursements: 

EMENA Region 
Februa~ 22, 1974 

100% of foreign exchange component 
O% of local currency component 

86% of project cost 

Financing of the technical advisory services 
(for a period of about 12 months commencing 
around Nov. 1973) for selecting the appropriate 
manufacturing process, developing design criteria 
and initiating the detailed design/engineering 
and construction work of the proposed Talkha 
Urea Fertilizer project. 

El Nasr Sompany for Fertilizers and Chemicals 

The consulting firm of Cremer and ·warner, u~, 
has been appointed as Technical Advisors; they 
have completed their initial work of developing 
sufficient design and cost data to complete 
the appraisal of the proposed Talkha project, 
and are novT initiating work for selecting the 
general contractors and preparing tender docu
ments for procurement of equipment. 

None, except to make the credit effective. 
The initial effective date of Feb~ 18, 1974 
has been extended to March 29, 1974 

Government urged to complete the steps of rati
fYing the credit documents and submitting a 
legal opinion to IDA, to enable the credit to 
be declared effective. 

Nil) although the Government has paid the 
consultants fees so far. 

1974: $400' 000 



BRLEFS ON POSSIBLE FUTURE IDA PROJECTS 
1. Talkha Urea Fertilizer (FY74) 
2. Tourah Cement Expansion (FY7$ ) 
3. Railway Rehabilitation and Modernization 2 (FY75) 
U. Telecommunication Improvement and Expansion 1 (FY75) 
5. Suez Canal Clearance and Reopening (FY75) 
6. Fruit/Vegetable Production and Marketing (FY76) 
1. Textiles Modernization (possibly FY76) 
B. Port ~aid Free Zone Estate (possibly FY76) 

~· 

.-



Annex K 

POSSIBLE FUTURE PROJECT 

1. Project: Talkha II Urea Fertilizer 

2. Fiscal Year: 1974 

3. Project ~ascription: Installation of (i) a urea fertilizer plant with 
a capacity of 570,000 metric tons per year (TPY) of urea (262,000 TPY of 
nitrogen) at Talkha, 135 km north of Cairo, (ii) a single-stream 1,000 or 
1,200 TPD ammonia plant, and (iii) technical advisory and general contractors 
services. The project will use natural gas from nearby Abu Mahdi gasfields 
piped to Talkha. 
4. Estimated Pro,jact Cost: About $125 million, if the project is built 
with a 1 , 000 TPD a'Tlmonia plant and about $131 million if the larger 1 , 200 TPD 
ammonia plant is provided. 

5. Estimated Foreign Exchange Cost and IDA Financin~: Foreign Exchange Cost: 

$88 million, with a 1,000 TPD ammonia plant option 
.$92 million, with a 1,200 TPD a~onia plant option 

Of this, IDA proposes to provide $20 million towards the technical adviso~r 
and general contractors' services, besides compressors, high pressure equipment, 
erection equipme~t, structural and other steel, and instrumentation. The balance 
foreign exchange, to be applied t"o"\.rards equipment procurement, ·is being arraDged 
by the Arab Fund; tentatively, the Arab Fund, KU"\-lai t Fund and Abu Dhabi Fund are 
like-ly to loan $20 million, $15 million and $10 million respectively, and provide 
the remainder by raising Notes in Qatar and Libya. 

6. Borrower: Egypt 

7. Project Authority/Implementation Unit: El Nasr Company for Fertilizers and 
Chemicals, assisted by a General Contractor. 

8. Problems: (i) Firm financial commitments from Arab co-lenders, on the basis 
of plant options and acceptable price escalation contingencies; (ii) Securing 
financing terns for their lending, which do not add to Egypt 1 s debt service burdens. 

9. Anticipated Timing for Processing: 

EMENA Region 
Februar,y 22, 1974 

Appraisal: 
Negotiations: 
Board: 

Completed 
late April 1974 
June 11 , 1 9 7 4 
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Aimex K 

POSSIBLE FUTURE PROJECT 

.. 
1. Project: Tourah Cement Expansion 

2. Fiscal Year: 1975 

3. Project Description: Extension 6f the cement producing capacity of the 
Tourah Cement Company (TCC), 15 km south of Cairo, by 700,000 tons per year, 
to increase its total production capacity to 2.1 million tons a year. The 
extension, using the wet process as used by the existing capacity, would 
require quarrying and transporting equipment for raw m a t e ria 1 s, 
a limestone crusher, a wash mill, two raw mills, a rotary kiln and cooler 
(capacity of 2,000 tons/day), 3 cement grinding mills, a gypsum crusher, 
2 packing machines and storage facilities at various points. The project 
may include some cement distribution facil i ties and equipment, and technical 
assistance for fonnulating a viabl e plan for the conversion of the cement 
distribution system in Egypt · from bagged to bulk sales. 

4. Estimated Project Costs: About $50 million. 

5. Estimated Forei~ Exchan e Cost and Likel IDA Financing: Foreign exchange 
cost likely to be around 27 million, of which IDA likely to finance between 
$10 million to $15 million. 

6. Borrower: Egypt 

7. Pro·ect Authoritv/Im lament at ion Unit: General Organization for Building 
~aterials Tourah Cement Company. 

8. Problems: (i) Lack of sufficient demand data (current and forecast demand 
and distribution pattern), possibly because of Egypt's understandable sensitivity 
to divulge end use (defense?); however, market study being done by the Insti-
tute of National Planning, should be ready in time f or appraisal.(ii) Several new 
plants and extensions are plapned in the current 10-year plan, but information on 
1 ike 1 y start-up is uncertain, because some of the plants were to be financed 
with USSR assistance about which the prospects are not now clear to the Governn1ent; 
information is expected to be made available by the time of appraisal. (iii) In 
view of limited IDA availabilities, there is a need to arrange complementa·ry 
foTeign exchange financing. The Arab Fund has expressed some interest. Otherwise, 
another co-lender will need to be found. 

9. Anticipated Timing for Processing: 

Completion of Identification: 
Completion of Preparation: 
Appraisal: 
Negotiations: 
Board: 

EMENA Region 
Februa~ _22, 1974 

Completed 
March 1974 
early April 1974 
August/September 1974 
October/November 1974 



Annex K 

POSSIBLE FUTURE PROJECTS 

1. Project: Railway Rehabilitation and Modernization 2 

2 •. fiscal Year: 197 5 

3. Pro.iect ~scription: llle project constitutes Phase II of the Egyptian Rail
ways 5-Year (1973-77) Rehabilitation and Modernization Program and will cover the 
needs of this Program :for the years 1974, 197 5 and 1976. The project will in
clude: (i) improvement of automatic telephone s.ystem on ER., (ii) relaying about 
400 kms. of new track, (iii) acquisition of track laying and maintenance equip
ment, (iv) 27 diesel l ocomotives 2200 HP, (v) 30 diesel locomotives 1000 HP, 
(vi) 25 diesel shunting locomotives 600 HP, (vii) 820 freight cars, (viii) 355 
passenger coaches, (ix) modernization of marshalling yar ds and workshops, 
(x) spare parts for existing fleet of locomotives, (xi) training of ER staff. 
Project components to be financed by IDA,will be finalized during appraisal. 

4. Estimated Project Cost: $225 mi.llion (Total revised cost of the Program 
is now estimated at $355 million instead of $319 million estimated during the 
appraisal of the Railway I project in 1970). 

5. Esti~ated Foreign Exchange Cost and Likely IDA Financing: 
of which JDA likely to finance $30 to $40 million. 

6. Borrovrer : Egypt 

$130 million, 

7. Project Authority/Implementation Unit: Egyptian Railways (ER) 

8. Problems: (i) Covenants agreed during negotiations concerning revaluation 
of fixed assets, conversion of Government debt to equity and settlement of subs
tantial mut ual debts have not been complied with on time. Compliance with the 
covenants along lines discussed between the Government and the preappraisal 
mission was stated as e s sential to t he sending of an appraisal mission. (ii) E·stab
lishment of a firm financing plan, particularly sources from which the balance 
foreign exchange of about $100 million will be forthcoming. 

9. Anticipated Ti.'rfling for Processing: 

Completion of preparation 
Appraisal 
Negotiations -
Board 

EMENA Region 
Februar,y 22, 1974 

March 1974 · 
April/:t-1ay 1974 
·September 1974 
October 1974 



Annex K 

POSSIBLE FUTURE PROJECT 

.. 
1. Project: Telecommunication Improvement I 

2. Fiscal Year: 1975 (unless deferred in preference for the Suez 
Canal Clea~ance and Reopening Project) 

3. Project ~scription: 1974-76 tirneslice of the .Five Year (1973-1977) 
Telecommunications Improvement and Expansion Program of the Arab Republic of 
Egypt Telecommunications Organization (ARETO). Project will include: 
(i) installation of 100,000 lines of exchange equipment, (ii) connection of 
about 80,000 subscribers lines, (iii) laying of local distribution and inter
office cables, (iv) long-distance transmission equipment and exchanges with 
about 4~000 terminations, (v) teleprinter exchanges with about 3,000 lines 
and (viJ about 1,000 teleprinters. Items (i), (ii) and (iii) will essentially 
be installed in Cairo and Alexandria. A related part of the project, but not 
financed by the Bank, is likely to be the Libyan-financed Egypt-Libya micro-
wave link. · 

4. Estimated Project Cost: $150 million. (Five-Year Program estimated to 
cost $276 million). 

5. Estimated Forei n Exchan e Cost and Likely IDA Financing: $37 million, 
of which IDA likely to finance 20 million to cover the cost of distribution 
cables ($13 million), coaxial cables and equipment ($6 million), teleprinters 

.. ($1 million); the remaining balance of $17 million covers purchase of copper 
($4 million) for cables and components sub-assemblies, etc., ($i3 million) for 
telecommunication equipment, both manufactured in Egypt. ~ 

6. Borrower: Egypt 

7. Project Authority/Implementation Unit: ARETO 

8. Problems: (i) Conversion of past Government loans to ARETO of about 
$23 million into Government-held equity in ARETO; otherwise ARETO 
has excessive debt-equity ratio. (ii) Determination and mutual settlement 
of other outstandings between ARETO and Goven1ment. (iii) Arrangement of 
complementary foreign exchange financing ($17 million) for the project. 

9. Anticipated Timing for Processing: 

EMENA Region 
February 22, 1974 

Completion of Preparation: 
Appraisal: 
Negotiations: 
Board: 

March/April 1974 
May 1974 
October 1974 
December 1974 
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Annex K 

POSSIBLE FUTURE PROJECT . 

1. Project: Suez Canal Clearance and Reopening 

2. Fiscal Year: 1975 

3. Project Description: The clearance of wrecks and mines from the Canal 
and some dredging work (estimated to cost $45 million) is proposed to be 
undertaken by Egypt from April onwards, with financing from Kuwait. However, 
to reopen the Canal for efficient navigation to the pre-June 1967 level, the 
following are needed: (a) Civil works, such as dredging, reco.nstruction of 
service roads, buildings and workshops, fresh water supply and repairs to 
employee housing; and (b) Equipment and facilities including workshop materials 
and tools, navigational aids and communications, floating craft and minor 
ancilliary equipment such as vehicles and tugs. The proposed project would also 
include a study to determine the optimum timing and phasing of deepening and 
widening the Canal to accommodate larger vessels. 

4. Estimated Project Cost: $130 million (costs tentative, and do not 
include contingency allowances). 

5. Estimated Foreign Exchange Cost and Likely IDA Financing: The estimated 
foreign exchange cost is $70 million. The Bank Group would finance this cost 
as a Bank project, or alternatively determine what it could finance with 
$20 million of IDA financing, which could be made available by dropping the 
FY75 Telecommunications Project. 
6. Borrower: Either Egypt or the Suez Canal Authority, depen?ing on the 
nature of Bank Group financing provided. 

7. Project Implementation: Suez Canal Authority 

8. Problems: (i) The .Canal Authority already has plans for deepening and 
expanding the Canal in approximately three years time. There is no central 
planning, coordinating the investments in (a) the Canal and (b) the Sum.ed oil 
pipeline. The studies proposed to be financed under the loan are therefore 
vital to ensure that the Canal is not expanded before this is absolutely 
necessary. (ii) Financing plan even for the Clearance and Reopening Project 
will need to be worked out, if only IDA financing were to be made available. 

8. Anticipated Timing for Processin~: 

EMENA Region 
Februa:cy 22, 1974 

Completion of Preparation: 
Appraisal: 
Negotiations: 
Board: 

March 1974 
March/April 1974 
September 1 974 
October 1974 . 
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Annex K 

POSSIBLE FUTURE PROJECT 

1. Project: Fruit & Vegetable Production and Marketing 

2. Fiscal Year: 1976 

J. Project Description: Project could include proVls~on of credit (for inputs 
such as fertilizers, seeds, seedlings,etc.)and extension services for the prod
uction of off-season fresh fruits and vegetables, for marketing for export 
to Europe. It could also include: (a) construction of collection centers 
for fruits and vegetables in suitable growing areas, (b) equipment of the exist
ing packinghouse in Alexandria with pre-cooling, cold storage and degreening 
facilities, (c) provision of about 400 refrigerated trailers and about 100 
tractors to be used for transport of fruits ·and vegetables from Alexandria to 
the great consumption centers in Europe, (d) provision of two ferryboats for 
transport of the trailers from Alexandria to Trieste or other appropriate Euro
pean ports. 

4. utstimated Project Cost: Very preliminary estimate is $35 to 40 million. 

5. ".ID>tima ted F<?.reign Exchange Co~ and Likely illA Financing: Likely to be 
between $25 to 30 million. Portion likely to be financed by IDA about $15 million 

6. Borrower : !Egypt 

7. Eroject Authority/Implementation Unit: To be determined. 

8. Problems: (i) Lack of clearly established responsibility in Egypt for a 
multi-ministerial project such as this. At present, the Ministries of Agricul
ture, Industry, Economy and Foreign Trade, and ~pply slli~re decision making in 
various stages of fruit and vegetable production, processing and export; 
( ii) Kgypt 1s marketing system is inefficient with no improvements over the last 
decade. In order .for "Egypt to compete on the ·west European markets with some 
of the other Mediterranean countries, a considerable financial and organizational 
effort will be required; one solution could be the securing of a European partner 
to handle the marketing and sale of the products in ·]).trope. (iii) Host of the 
project investment could be undertaken by sub-borrowers, receiving funds through 
the Agricultural Ban~who$e current interest rates for agriculture credit average 
4-1/2%. 

9. Anticipated Timing for Processing: ~aff constraints are the major deter
minant of processing timing. l·Je hope to be able to send a small mission to revie1v 
the project concept and make arrangements for preparation in April/May 1974. If 
we agree on using IBRD/}~0 CP preparation support, their tentative schedule would 
be to follow up the April/May mission with a full identification/preparation 
mission in mid-June and a final preparation mission February 1975. Assuming 
heir preparation report is completed by beginning of ~ 1975, appraisal cotud 

take place in June/ July 197 5. 

EMENA Region 
Februar.y 22, 1974 



Annex K 

POSSIBLE FUTURE PROJECT 

1. Project: Textile Modernization 

2. Fiscal Year: 1975 or 1976 

3. Project Description: The project, just identified, forms part of a long
term program to rehabilitate and modernize four -leading textile companies within 
the public sector (Egyptian General Organization for Spinning and Weaving). The 
four companies (ESCO, El Beida, Kafr El Dawar, Hahalla El Kobra) manufacture 
about 50 percent of the yarn and fabrics and account for 25 percent of the exports 
of Egypt's textile industry. The program will include installation of approxi
mately 8,000 modern looms, 400,000 new spindles plus auxiliary equipment, as well 
as textile finishing equipment (dyeing and printing machines). As most of the 
present equipment needs to be replaced, the net increase in capacity might be of 
the order of 25 percent. 1~at is to be put in Phase I of the project remains to 
be determined, and will depend on a review of a draft feasibility study being 
prepared by an Egyptian team, and ~1ich is expected to be ready by May/June 1974. 

4. Estimated Project Cost: Since the project has just been identified, the 
cost estimates are very preliminary. A first phase (1976-1979) to cover the 
most urgent investments cotud cost about $128 million. 

5. Estimated Foreign Exchange Cost and Likely IDA Financing: A very preliminary . 
estimate of the foreign exchange cost of the first phase is about $92 million. Likely 
IDA financing, if provided, to be determined, but likely to be limited to $15-20 
million. 
6. Borrower: Egypt 

7. Project Authority/Implementation Unit: Most likely, the Egyptian General 
Organization for Spinning and Weaving. 

8. Problems: (i) Completion of a textile sub-sector review, which provides a 
satisfactory framework and setting for a modernization program of this magnitude. 
(ii) In view of the likely substantial total and foreign exchange cost of the 
first phase project, it is unclear whether the project would be suitable for IDA, 
with its limited availability of funds for such a project. Alternatively, 
substantial co-lending arrangements, as done for the Talkha Urea Fertilizer Project, 
will have to be explored and arranged. (iii) Appropriate export arrangements for 
a different mix of textile products which may result after the project, in contrast 
to what is currently produced. (iv) The program may lead to some unemployment, 
which might rieed to be tackled along the lines in which a similar problem was 
tackled for the Cotton Ginning Rehabilitation Project. 

9. Anticipated Timing for Processing: 

Completion of feasibility work: 
Completion of Preparation work: 
Appraisal: 
Negotiations: 
Board: 

EMENA Region 
Februar.y 22, 1974 

July 1974 
November 1974 
December 1974/January 1975 
April/May 1975 
late June or July 1975 
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Annex K 

POSSIBLE FUTURE PROJECT 

1. Project: Port Said Free Zone Estate 

2. Fiscal Year: Possibly 1976 

3. Project Description: Egypt passed legislation ·in 1971 to encourage the 
establishment of free zones, to attract overseas investors and es~ablish 
industrial units or warehousing/distribution facilities in Egypt for exports. 
A UNDP/UNIDO project has been commenced, under which the immediate objectives 
are to consider possible locations in the north-western coastal region, examine 
feasibility of the proposed Free Zone, and advise on legislation for incentives. 
As a means of earning scarce foreign exchange and as part of the strategy to 
stimulate economic life in the war-devastated Canal Zone, the Government desires 
to make uooof Port Said's excellent geographical position to establish a Free 
Zone Estate for both industrial production and warehousing/distribution for 
exports, as in Panama and Singapore. The project, which has yet to be identified 
and prepared, could include the engineering and establisrunent of an estate 
complete with main roads, public utilities, port facilities, and technical assis
tance for an Estate Authority to promote and run the estate. 

4. Estimated Project Cost: To be determined. 

S. Estimated Foreign Exchange Cost and Likely IDA Financing: To be determined. 

6. Borrower: Egypt 

7. Project Authority/Implementation Unit: · To be determined. 

8. Problems: (i) Lack of feasibility data. (ii) Uncertainty as to foreign 
investors likely to be attracted into the Estate · and nature of activities they 
would prefer to undertake at. Port Said. 

9. Anticipated Timing for Processing: 

Reconnaissance: 

Remaining Steps: 

EMENA Region 
Februar.y 22, 1974 

After preliminary data submitted by Egypt, around 
April/May 1974. 
Will be determined after reconnaissance; appraisal 
and subsequent steps unlikely to be undertaken 
before early FY1976. 

., 
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The Sector 

EGYPI' 

AGRICULTURAL SITUATION, INCLUDING DEVELOPMENTS 
.AND TRE11JS IN AGRICULTURAL EXPORTS/IMPORTS 

Annex L 

1. Egypt's population of about 3.5 million, gro-vring at 2.5% annually , is 
squeezed into the 3% of its area adjacent to the N~le ~~d in the Delta. · 
Population density in this area is almost 1,000/km, among the highest in 
the world. Fifty-eig~t percent of the population is rural and half is 
employed in agricu1ture. Agriculture acc ounts for 29% of GNP and raw and 
processed agricultural products make up 75% of exports. Agricultural 
output grew at 3 to 3.5% during 1.950-1965 but has since slowed to 2% or 
less. 

Present S·L tuation and Short-Term Prospects 

2. The completion of the High Dam was eA~ected to boost production 
in t he last half of the sixties, but the 1967 \..Jar, capital shortages, 
problems associated ~..;ith utilization of the High Dam's waters -- rising 
water tables and the need for drainage especially -- and institutional and 
structural constraints limited grmith . Production recovered the ·1966/67 
level by 1969/70, but has risen slugishly in 1970-73. Cotton production has 
averaged 1.4 to 1 • .5 million tons. Wheat production has increased from 
1 .5 million tons in 1970 to 1. 8 million tons in 1973. Rj ce ontd"i,Jt ba~ 
~.a.. at 1. 7 million tons. Sugarcane and fruit production (both citr-us 

· a.nd other) have increased repidly as they did throughout the sixties. 
Vegetable production, which grew rapidly from 1960 to 1968, inc reased 
slowly after 1970. The livestock sector, seriously strapped by limited 
feed supplies, has increased at 2 to 2.5% annually, barely keeping pace 
·with population growth and continually encroaching on other crops. 

3. Short-tem agricultural possibilities are constrained by limited 
land (6.5 mj_l. irrigated acres), population density, capital shortages and 
organizational and structural impediments. The high man/land ratio, 
irrigation, location and favorable climate indicate intensive produc+ion 
methods, with a large labor input, as the direction of future grotlth . In 
the near-term, however, rapid movement in th..is direction is i~~p ,E.de d_ ~~ 

a) 

b) 

c) 

the widespread belief in Egypt and outside , that the country 
is already inte.nslve-r farmed; _., 

inflexible institutions in agriculture and those dealing . 
Hi th agriculture; and; 

4. Agricultural production is dominated by cotton, maize, wheat, 
rice and berseem (clover) grown in an intricate rotation . These crops 
account for three-quarters of the,6.5 miJ.l:on phys ical acres and two-thirds 
of the 10 .. .5 million acres multiply cropped. -..Cotton and rice are the ma~ 
eJWor crou.§.. Their yields are r e1a ti vely high and. the potentia.l for -~ ~ 
future j_;;.cre.s.ses is limited • ....,Hhr; ::rtu the major food irrroort-, aLd maize ~ 
:yields are lovl for irrigated crops in &'1. Egyptian enviroru!lent. 
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5; Fruits and vegetables, important for guture growth, and livestock, 
a major deTic1t sub-sector, are handicapped by the dominant producti"oh pattern 
-- especially cotton, which occupies one-third .of the better crop land· at all - . 
times and has been the government's major agricultural concern. Through the · 

· cooperative organizations, to which all farmars belong, Gove!Thllent has largely 
concentrated on structuring agriculture t .o ·produce as much high quality cotton 
as possible. It provides the necessary inputs and markets cotton through 
structured input and sales prices which provide the maximum revenue to the 
national economy, but closely limit farmer's profits from cotton. 

6. Agriculture is divided into three segments: 

a) the Agrarian Reform Lands, consisting J ... ' about 1 million acres 
granted to farmers in holdings of about five acres from larger 
holdings broken up during the fifties and sixties; 

~~ 
b) the Old Lands, about 5,-oo&-acres, v-1here most farms are 1 acre 

or less but can be as large as 50 acres per farmer and- 100 
acres per farm family; and, 

c) the New Lands, now roughly 500,000 acres, consisting of lands 
· reclaimed with High Dam 1iater ar.1d often organized into 50,000 
acre state farms with heavy capital investments and a strong 
bias toward mechanization. 

7. Each of these areas is under a separate agricultural administration 
although they are not cont iguous. Government has concentrated its resources 

. ·an: the Neu ·Lands ·and on irrigation works including the High ·Dam. The Agrarian 
Reform Ixmds are better provided for by Gove~~ent than are the Old ~1ds. 
Linkages among these separate groups are minimal, as are linkages bet"t--leen 
agriculture, · a11d the food and agricul tur:al service industries. ~ 

8. GQyernmept. pol ;j cy is i·a maintain 1 ow, s + abJ e ha sic food pric.es and to 
i)truct11re farm pr-ices accordingl_;z... Tbi s has depressed incentives to produce 
wheat and other basic foo ds . Prices of livestock products, fn.li ts and 
vegetables are not as effectively controlled, which partly accounts for their 
continued growth despite cons traints . 

re ai o 
?~5%, allowing littl~e~i~m~p~r~o~v~e~m~e~n~t~i~n~~~~~~~v~o;·.~o~n~~~~~ 
to grow rrarginally > and progressively larger food imports 
especially wheat . Larger imports of meat and poultry and 

~ W"-.-uld m2.-t.erialize if foreign exchange permitted .. 

B-~ent Agricultural rrrade Develonments 2nd Short-Term Prosnects 

10. Egypt ' s agricultural expor ts are dominated by cotton, cotton 

are 

products and rice o Cotton and products account for over 60% of total eXPort 
value and rice accounts fo r another 10 to 11 %. Total agricultural exports 
averaged $900 mill ion during 1963-65 and reached $1 bi 1ion in 1966 . They 
fell to $638 million in 1969 but recovered to average $900 million in 1971-72 

. • In 1973 they were close to ~1 billion, with sharply highe.r cotton and rice 
pr~ces (Table 1). 
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11. Agricultural imports averaged $200 milliqn during 1963-67, but fell 
to $209 million in i970 because of the loss of U S PL 480, limited foreign 
exchange and difficulties with alternative suppliers. They rose sharply to 
$295 million in 1971, $380 million in 1972 and over $400 million in 1973, 
due to increased quantities and higher prices. Food imports are dominated 
by wheat, over 50%, and animal fats and vegetable oils (15%). Wheat imports 
increased progressibely from 1.5 million tons in 1960 to 2.7 million tons in 
1967. They then fell to 1.2 million tons in 1970 but increased to 3.4 
million tons in 1972 and 1973 (Table 4). 

Export Harkets 

12. The quantity of cotton exported changed relatively little during 
the sixties but export earnings grew with better quality and higher prices. 
Cotton exuorts fell from 1.47 million bales in 1969/70 to 1.37 million bales 
in 197·1 !i2. They increased slightly in 1972/73 and are expected to be at 
about the same level in 1973/74. Spectacular price increases have boosted 
recent export earnings sharply however. Initial prices fo: - 1972/73 ·crop 
Giza 45, the highest grade, were 81.72 US¢/lb and t.he final price was 
124.98¢/lb. L~itial prices for the same variety for the 1973/74 crop were 
171.4¢/lb, up 111% over the initial 1972/73 price. Increases for lower 
grades 't-fere even higher, reaching 200% for u good +\rr. Egypt produces long
staple cotton which enjoys a somewhat separate market. 

13. There has been a subtle adjustment away from the USSR and some 
East European countri-es in recent years (Table 2). In 1969/70 these countries 
and China accounted for 62% of cotton exports \·Ihile in 1972/73 they took 
only 51%. These reductions have been selective, however. China, Czechoslovakia 5 

·"Hungary, Bulgaria and Romania have maintained or ·increased their cotton imports 
from Egypt, but exports to the USSR, East Germany, Poland and Yugoslavia have 
declined substantially- the USSR from 558,000 bales in 1969/70 to 380,000 
bales in 1972/73. This decline reflected the general declihe·in Egypt's 
cotton exports and a shift to Western·Europe --notably Federal Republic of 
Germany, Spain, S~Qtzerland and the UK -- and Japan . 

14. Rice exports rose sharply from 346 to 772 thousand tons bet1..;een 
1966 and 1969 with rapidly rising prices, but fell to 456,000 tons in 1972 
as prices declined (Tab~e 3). Sharply higher 1973 and 1974 prices' are 
expected to raise export earnings but quantities are not expected to increase 
as steeply. Rice eJ\.--ports during the _IBak years 1969 and 1970 went heavily to 
the USSR and other Communist countries . Through 1972 little shift to other 
markets had taken place as exports fell. 

of cotton and rice exports, ~xports of fruits., 
~~~~~~~~~~~~r~i~s~e~n~e~x~t~r~e~m~e~l~y~f~a~s~t -- from 000 tons in 196S to 
138,000 tons i~ 1971 an rom 1 0,00 000 tons in 19 
The USSR has been the daninant buyer, around .t;as 
les ser extent \-Jest European countries have imported most of the remainder. 
~nal :ty problems and lack of good marketing linkages partly explain very 
lo'" prices for Egyptian oranges in Western Europe by comparison \vi th prices 
for other imported oranges there and by compariso~ with reported prices 
paid by the USSR and East European coQ~tries (roughly ~~ 27 in West Europe 
and hE 74 in the USSR and East Europe) •. 
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Buppliers of Imports 

16. Egypt's sources of agricultural imports have shifted erratically 
since the 1967 war for political reasons and because of shifts in world 
sources of supply (Table 4). From 1960 through 1966 the US supplied from 
50 to 63% of Egypt's agricultural imports, mostly wheat and flour under 
concessional PL 480 terms (Tables 1 and 5). With the bre~~ in diplomatic 
relations between the two countries, PL 480 shipments ceased. Relations 
have not yet been fully reestablished and Egypt is not now eligible for 
concessional PL480 shipments. Meanwhile US stocks of a wide variety of 
previously imported co~~odities have dwindled and prices have increased. 
US PL 480 shipments to all countries have dropped sharply. 

1 7. In add.i tion to \vhea t and flour , the US supplied much of Egypt's 
imports of feed grains, tobacco, vegetable oil, tallow, oil cakc 8~d meal 
and dairy products prior to 1967, practically all under PL 480 agreements 
(Table 5). In 1966 these shipments were valued at $143 . 6 million, but by 
1968 they had dropped to $10 million. Egypt's agricultural imports dropped 
accordingly, from $343 million in 1967 to $194 million in 1969. DLL....-.i_ng the 
years 1967-'72 the USSR, France, Romania and Italy variously supplied Egypt 
with limited amounts of wheat and flour. Australia supplied 1 million tons 
in 1971 and 1.8 million tons in 1972 (see Table 6). Wheat imports in 1972 
and 1973 were a million tons above the pre-1967 level. 

18. The United States has gradually reemerged as Egypt's major supplier 
of agricultural imports, increasing from $1 0 million in 1968 to $1 23 million 
in 1973, coming close to the 1962-6§ level but now almost exclusively on 
c~n~ercial terms. The _commodity composition of 1973 US exports to E~Jt is 
similar to that before 1967, but quantities are smaller, prices higher· and 
terms more stringent.(summarized in Table 6). 

Long Term Production PQssibilities 

19. The physical area rmder crops in Egypt is not likely to expand from 
its present 6.5 to much beyond 7 to 7.5 million acres . The cropped area , 
because of double and multiple cropping, is expected. to grow from the present 
10.5 to 12 million acres by the early eighties. _It could expand beyond 12 
million acres with improvements in draina8o projects I B H. J) h a s 
fostered in Egypt. A large drainaee project in the Delta was approved in 
early 19/D and another in Upper Egypt in June 1973, but progress has been slm-1. 

20 Despite the widespread feelin g that E~rpt already has a highly ~ 
intensive agriculture, this ca."'1. only be said for cotton and rice. --.Yields._ oJ 
wheat. maize., ye_getabJ~d fruits are guite lgw Hhen compared with other 
countries v-.'i th a sin,ilar climate and irrigation . Better varieties, larger 
quantities of fer-tilizer and other inputs, more credit and more intensive 
production techniques could greatly increase production of crops other 
than cotton and rice. tilizer rates in E

0
• t are half those of · 

farmed Asian countries and tl1ose prevailing in a num er o · Hest and East 
European countries . hesources to reach these levels of production --
including foreign exchange and domestic investment -- are needed, as is an 
adjustment in thinking. Hhereas Eg~rpt' s pasi. development both a. .r:i cultural 
and industrial has depended heavily on cotton, future agricultural grm.;th 
potential lies in import substitution, by e:A.!Janding domestic production of 
wheat and livestock feeds and products, judicious imports of sane items to 
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augment domestic supplies (feed grains and supplements) and a concerted 
effort to expand exports of fresh and processed -fruits and vegetables. 

21. · The Nile Delta, where ~ost of Egypt's land and pople are, is a 
relatively small triangle barelv 150 Ian on each side. Its climate, location / 
on the Mediterranian and natural cond~tions argue strongly for the development~ 
of this area-into a highly intensive int rated · ; reducing 

of hi h va sui table for export to nearby markets in Europe 
an e lddle East, and to more distant, yet still relatively close, markets 
in Northern and Eastern Europe and the USSR. 

22. To develop this.whjle maintaining existing levels of cotton pro-
duction, agricultural institutions, increases in the resources and attention 
devoted to crops other than cotton, and considerably more attention to 
developing the production capacity of small farmers and groups of small 
farmers is needed. This would include: 

a) a rethinking of the regulations which impede the movement of 
people a.'tld resources within agriculture and the choice of 
crops raised and production methods used; 

b) a careful reappraisal of the relative mer-its of large-scale, 
capital-intensive State farms and poultry operations; 

c) a rethinking of the potential of cooperatives , the resources 
they receive and the possibilities of develop~ng them as 
units of specialized p __ roduction; and, 

d) developing an integrated system·of agricultural institutions 
linking production lmi ts -- .farms, cooperatives and state 
.farms -- and a better system of coordinating and integrating 
agricultural production, processing and marketmg so that 
Egypt can move beyond a basic cotton-l'ice export economy. 

Long-Term Trade Possibilitz 

23. Dependence on C'otton exports and upon the USSR and other planned 
economies Ds e.xport markets i.s a condition Egypt has gradually nodified 
recently. There are constra.ints to a sham alteration of this p2.ttern 
however.. It is doubtful that the US would be able, or 1.;ould "hr:i_sh to, resume 
the kind qf concessional trade relations which existed before 1967. Changes 
in world commodity supplies and commodity prices suggest a fairly tight 
situation for another year or two if not longere Should surpluses develpp 
again,the US might consider a re- t urn to export assistance, but this .ts not 
.current policy.. The USSR and F?~tern Eu..rope are growing markets despite 
convertible currency and other problems. They sho'lil.d on·~ue o be aoo 
n arkets for E.~pt. Also rigidi t.:" ... ss in Egypt's economy are partially matched 
by rigidities in the planned econ.omies -- especially long-term planned 
development, heavy governmental ;:-c-11agement and controlled prices -- and by 
a willingness in both economies .... ,o overlook certain quality requi.:-e. ~ents. 

24. A more rapid shift + 
ric._e which are si.Jnple to s an 

· adjustments in production, processing 
pro ably not ·aKe place without 

ets Ho oLltside of co"'"ton and 
ar et accentuate the· eed :or maj or 
and marketing practices. It could 

or s to assist Egypt in such an 

~$08~·~~~.~ .. .:·----------- ·-------------
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adjustment and a willingness by Egypt to make it. 

26. There has already been a resumption of US-Egyptian agricultural 
trade on a commercial basis. Expansion of that trade seems to be desired 
by both countries. The US rnignt be willing, should some weakening of commodity 
demand and prices develop, to f'ind a variety of commercial or quasi-commercial 
devices to augr.1ent this trade. Egypt would benefit from increased supplies of 
less expensive food and feed grains , oilseeds and &!imal fats and vegetable 
oils. Hm.v-ever a reverse flow of agricultural comrnod,ities is more difficult 
to foresee since most of Egypt's present and potential agricultural exports 
are competitive. Europe would gain considerably from Egypt's potential 
agricultural exports a~d a triangular trade relationship could be developed. 

Past and Present Bank Efforts in Agriculture 

27. Bank projects in d!'ainag·e are designed to 
help ·correct a fundamental · long-run impediment ·to future agricultural growth. 
The recent cotton gin..."rJ.ing project vlill help improve the quality of cotton for 
domestic and ex~ort use . The Talkha fertilizer project, presently under 
appraisal, is designed to increase Egypt's production of a vi tal input to further 
agricultural grouth. It may be possible, in the process of developing this 
project, to focus Egyptian attention on the possibilities for future agri
cultural growth through additional use of fertilizer. 

28. . The Bank's mission and Report on Agro-Industries and Rural D8velop-
ment in Egypt (delivered to Govern.rnent in .April 1973) focused attention on 
many of the issues discussed above, j_ncluding; 

a) expa.nding Egypt t s agricultural production; 

b)_ diversifying production and exports; 

c) improving processing and marketing; and, 

d) improving the participation of small farmers in agricultural 
production and thereby advancing rural development. 

This report could serve as a usef'u.l point of departure for discussions bet-vJeen 
Egypt and the Bank on a wide variety of issues related to agriculture, agri
cultural processing and marketing and rural development •. The recent fruit 
and ve getable project, diRcussed with Bank staff, seems to reflect a greater 
interest in the type of project this mission considered appropriate to 
Egyptian conditions. 

EMENA Region 
February 22, 1974 



· Table 1 : EGYPT - TOTAL IHPOR'I'S, AGRICULTURAL IMPORrS AND AGRICULTURAL IMPORTS 
FROM THE lfl'IITED STATES 1963-72 

Imports 
Year Total Agricultural From US 

------------------- $ 1 1000-------------------------

1963 916,200 288,587 149,265 
1964 953,200 301 .• 425 190,798 
1965 879,000 282,609 116,472 
1966 1 '070 ,500 317,322 143,551 
1967 792,100 343,397 47,225 
1968 666,100 243,357 10' 583 
1969 637,700 193,700 1 o, 342 
1970 785,470 208,800 26,306 
1971 919,753 294,839 25,835 
1972 Ll. 877,220 377,000 43,648 
1973 1 ,ooo,ooo 420,000 123,000 

Source: Total trade data from TI·W, International Financial Statistics, and tm 
Trade Yearbook, Agricultural trade data from UN Commodity Trade Statistics, 
and FAO Trade Yearbook. ·Imports generally valuecrc:-:I:r. 

Ll Estimated 

• l 

.. 



Table 2. Egypt. Cotton Exports by Country of Destination 

Country of August - July August - June 
Destination 1969/70 1970/71 1971/72 1971/72 1972/73 

--------------------- 1 ,000 bales ------------~-----

Albania 5.2 .6 0 0 0 
Austria 8.0 8.8 18.1 17.9 16.3 
Bangladesh 0 0 0 0 7.5 
Belgium 16.3 7.7 6.8 5.4 11 • 9 
Bulgaria 14.8 13.7 17.4 15.8 16.5 
China (Mainland ) 46.5 71 .4 77.9 77.9 64.3 
Czechoslovakia 80.4 96.2 85.4 72.6 87.2 
Finland 4.0 1.0 2.1 2. 1 2.1 
France 42.4 40.2 45.0 44.3 45.3 
Germany, East 20.4 16.9 14.6 14.6 10.5 
Germany, West 33.7 5'1 . 1 73.0 68.6 58 .2 
Greece 28.9 34.6 29.8 29.8 25.3 
Hong Kong .2 1. 2 1 .3 1. 3 .2 
Hungary 29.1 13.2 26.2 23.1 21.6 
India 141.7 155.0 111 • 5 82.4 72.4 
Italy 69.0 63.2 57.5 55.6 71 • 7 
Japan 106.4 129.8 124.8 115 ,.8 182.0 
Korea Dem P,R. 4.5 7.5 3.8 3.8 7.5 
Rep. of Korea .6 4.0 . 2.0 2.0 5 i . .., 
Hexico .4 • 1 • 1 .5 ~ .5 .::;;> 

l1orocco . J.-4 . 6·. 1 1 .o . 1 .. o 0 ' • 

Netherlands 1 .3 1 .o 2.4 2.4 1.0 
Philippines .8 .2 .3 .3 4.2 
Poland 51 .4. 51.6 38.0 38 -.0 37.7 
Romania 68.6 56.6 77.1 77. 1 56.4 
Senegal .3 .2 .7 .s .3 
Singapore 0 .7 .7 .7 0 
Spain 28.5 23.5 36.3 32.5 48.8 
Sri Lanka 15.7 3.3 31 .7 31.7 29.3 
SHed en 2.1 2.0 1 .4 1.4 .s 
Switzerland 12.9 17.4 22.8 22.5 33 .0 
Thaila..11d 0 0 .2 .2 3.9 
Turkey 2.5 1 • 2 .4 .4 .3 
United Kingdom 13.6 22.5 20.5 20.4 28.3 
United States 8.5 6.7 8.9 8.6 5cO 
USSR 5.57. 7 463.7 401 .5 393.1 376.8 
Venezuela 3.7 6.7 7.8 6.1 2. 1 

..,. Yugoslavia 45.2 21.9 21.9 21 .9 4.7 
Others .5 ..4 .4 .4 .2 

TOTAL 1469.2 ' 1402.9 13 71 • 7 1292.7 1334.8 

SOURCE: International Cotton Advisory Committee 
. . 



Table 3. Egypt: Exports of Rice to Major Markets, Amual 1966-72 

Foreign 
Market 

1966 1967 1968 1969 1970 1971 1972 

--------------------- 1.000 Metric Tons------------------

US S R 79 142 150 164 . 241 185 
India 43 55 38 42 86 46 
Poland 7 6 27 40 17 37 
Syria 8 15 8 38 10 
Czechoslovakia 24 15 33 32 24 33 
Italy J 21 2 
Jordan 12 12 8 16 10 15 
Mali & Senegal 22 
Libya 3 2 5 5 1 
East Germany 8 9 21 20 11 12 
Sudan 55 6 8 77 12 5 
West Germany 32 10 18 33 16 1 
·Lebanon · . ' 14 122' 13 '20 8 ' 6 
People's R China 30 10 4 s 
South Korea 5 
Hungary 6 5 10 10 10 3 
Finland 12 11 14 13 9 4 
Yugoslavia 10 6 52 11 3 
Romania 10 4 9 6 12 
Cuba 10 10 15 15 - 40 
Other 33 128 158 285 143 102 
Total 346 ,435 570 772 . 655 515 

Sources: Monthly fr~letin of Foreign Trade, Central Agency for Public 
Mobilisation and Statistics and FAO Rice Trade ·Intelligence, 
June 10, 1973 

·1. 
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70 
38 
38 
31 
11 
10 
10 
99 
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Table 4. --Egypt : Grain i:nports by country o f ori g in , 1964- 72 and estimates for 197 3 

Commodity and country 

'W:'J.ea t : 
U:1ited States 
Australia 
Can. ada 
GSSFi 
Fra::ce 
West Germany 
Italy . 
Rona:1i a 
S:r.-ain • 
J.!exico 
Greece 
Other 

1964 

836 

1965 

759 
41 

202 
71 

145 

12 

1966 

1 ,1 56 
15 

170 
74 
14 

1967 

150 
26 

995 
68 
10 

337 

73 
124 

1968 1969 1970 

1 ,000 ~etric tons 

--- --- ---
13 --- ---

304 238 109 
654 606 336 
--- --- 133 

227 
451 27 -·--

165 28 
- ---

52 --- ---
33 164 l1 

1971 

---
~ . 082 

421 
244 
---
15 
89 

- - -
---
--

41 
39 

1972 

-
1,8o5 
--

56 5 
5 

--

203 

Es t i
:r.a t e 
197~ 

417 
62~ 
• 

4oo 
212 

350 
• 

536 

Total 836 1,230 1 , 429 1 ,733 1 , 507 1 ,200 850 1 ,931 2~78 2 , )40 

Wheat f2.our : 
U:1ited States 
Canada 
Spain . 
Ro::1ania 
F:-ar::ce 
We!::t Germ.a:zy· 
Italy 
Oti":er 

: 
.. . . . . 

690 187 
--
50 

108 
54 126 
37 129 
c 10 

317 12 
-- ---

2 266 
20 

93 65 
107 91 

91 190 
0 7 

--- --- ll --- 30 
221 85 152 58 60 

61 17 -- --- 2 
134 60 52 .i73 160 

69 6 
70 60 51 11 3 125 
5 0 9 --- 183 

Tcte.l 78_1 6:o 610 651 560 ~-?28 ?75 J4L 560 

In v~eat equivalent x 1 . 39 
Co~bined imports of vheat and wheat flour 
Ccrr. 
Rice 
So:::-gh~ 

Total grair. impcrts 

*Included in othe;. 

1,086 
1 ,922 

425 

8 

2,355 

848 
2,078 

13'i 
9 

l3 

2, 237 

848 905 
2 , 278 2,688 

166 201 
--- 10 

2 -
2,445 2,899 

778 317 382 478 778 
2 , 285 1,517 1 , 232 2 ,1.09 3, 356 

132 43 73 39 92 
-- --- -- --- 5 

2 , 417 1 , 560 1 , 305 2,4ld 3, 45 3 

in Landor. a~ct expert So;..:..rces: :cre~g:: Trade Statistics of Zgypt, Grain B:.U.letin pu~:u s~ed b~ . Cor:nr.:on"'eal th Secrc tariat 
st.a:istics reported by t~e lJr.ited States and Australla for 19 3. .-

50 

• 
• 

150 
"'"' c. c. 

6c 
268 

"•'30 

765 
3,~05 

257 

13 

3, :P.JO 



Table 5: UNITED STATES AGRICULTURAL EXPORTS TO EGYPT, ANNUAL 1962-72 BY VALUE 

Hheat and Feed Vegetable Tallow 
Year \meat Flour Grains Tobacco Oils and Lard Meat Other Total 

--------------------------------$million 

1962 1 OJ. 7 20.2 8.6 23.6 6.2 0.2 8.7 1 71 • 2 
1963 115.5 1 o.o 1 o. 2 0.6 8.2 0.7 4.1 149 .J 
1964 122.6 23.2 8.8 ' 1J.8 8.8 6.5 7.1 190.8 
1965 56.8 6.2 11 • 0 6.9 7.5 1 • 8 7.0 97.2 
1966 104.5 0.2 8.2 14.4 7.9 /1 2.6 1J7.8 
1967 7.9 1 • 8 1 .4 7.8 9.0 7f 4.6 32.5 
1968 /1 0.5 /1 5.7 7f 1 . 0 7.2 
1969 71 2.6 2.0 b.1 7.2 71 1 . 2 19.1 
1970 7f 1 .J 0.5 11 • 4 11 • 3 71 1 • 8 26.3 
1971 7f 2.3 1 • 0 18.5 11 • 0 71 1 • 7 34.5 
1972 5.4 Oo9 25.0 11 • 7 71 0.6 43.6 
1973 50.3 15~9 2.5 31 .o 20.5 123.0 

Ll Less than $50,000 

Source: Bureau of The Census, UoSo Department of Commerce. 



Table 6. Egypt: Import Trade Terns of ·Foreign Suppliers 

U.S. PL 1+80: Prior to 1967, PL 480 terms were repayment in 
local currency at zero interest. Also some PL 480 
Title IV, which was long-term dollar loans, 20-year 
repayment, two years grace, at ~~ interest. 

u.s. CCC: CCC credit terms, available prior to 1967 and 
in 1971-72, the last transaction was March 1973, 
required repayment in three years, equal instal
lments at principal and interest at 4 to 6~. 

U.S. Corrunercial Rates : These are reported to be cash 
transactions financed by Saudi-Arabia, but traders 
may make short-term credit agreements at commercial 
interest rates (about ?~ to i ~). 

Australia: Commercial terms with the possibility of one 
year ~redi t ~t C0!!"_~grci?.l re.te s ( 9% t0 11 %) • 
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